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British Gas Trading Limited

Directors’ Report for the Year Ended 31 December 2012

The Durectors present thewr report and the audited financial statements of British Gas Trading Limited (the “Company™) for the year ended 31
December 2012

Principal activities
The principal activities of the Company are the provision of gas and electncity to homes and businesses m the Unsted Kingdom and
maxumising value of inter Group and external long term gas, o1l and power procurement and sales contracts

Review of business and future developments

The downstream business performed well 1n 2012, 1n a weak economy and with continuing increases to the cost of supplying enerpy This s
having a real mmpact for both residential and business customers and, against tms backdrop, 1t 15 mnportant that we continue to focus on
umproving customer service and reducing costs We also continue to lead the mdustry in smart metering, energy efficiency, help for the
vulnerable, and i ensunng that our energy proposition 15 sunple, fair and transparent

In our residential energy supply, we delivered margmns m line with our expectations, 1n a pertod where all suppliers were faced with ligher
wholesale gas prices and tugher non-commodity costs, mcluding the cost of upgrading the UK’s gas and elecincity gnds and meeting carbon
reduction targets Weather conditions were cooler than usual, followmng unusually mild temperatures n 2011 Average gas consumption
was therefore higher compared to the prior year, partially offset by efficiency measures taken by our customers, mcluding the take-up of free
wnsulation offers and the mstallation of more efficient central heating systems

At the date of sigmng this report we have completed all work under the CERT and CESP programmes subject to Ofgem approval, although
we did not achieve the target completion date of December 2012 for both schemes We have delivered 102 milhion tonnes of carbon savings
over the ife of these programmes We expect our obligations under ECO, which replaced CERT and CESP from January, to cost around
£1 4 billion unti] the end of the programme 1n March 2015, substantially higher than CERT and CESP

Performance n 2012 i a challenging economic and competitive environment has demonstrated that our business model remains sound In
residential energy supply 1t will be mereasingly important to difterentiate our offering through service excellence and innovation  Our scale
and leadership mn customer service, cost efficiency and systems leaves us well placed to continue to deliver a faur level of margin in this
busmess In business energy supply, the environment remams challenging We are mvesting m our back office systems to reduce costs and
improve service  Looking 10 the future, smart meters are a key enabler in the trend towards the ‘smart cennected home’  Briush Gas'
leadership m smart metenng and technology will enable us to capitalise on this trend, deepening customer relationships and difterentiating
our energy offer to dnve long-term growth

The Company continued to review 1ts cost base as part of the commitment to remaming competitive and efficient Following a Company-
wide cost reduction programme, leading to staff redundancies, an exceptional restructuring charge of £91,168k (2011 £39,682k) was
recorded dunng the year This charge includes asset impairments of £35,753k (2011 £ml)

Dunng 2012 the Company has contmued the development of its asset backed midstream busmess, which trades in energy produced both
mside and outside the business and manages the commodity nisks ansing from our assets There has been no matenal change n the
Mudstream business since last year which remains focused on optimising gas and power assets across the value chain

On 31 December 2012, as part of an mnternal reorgamisation by the ultimate parent company, Bnitish Gas Tradmg Limited purchased 100% of
the share capital of Bratish Gas Direct Employment Limuted from GB Gas Holdings Limated in exchange for an intercompany payable of £2
On the same date, the Company also purchased from GB Gas Holdings Limited the trade and assets of Briush Gas Ihrect Employment
Limited m exchange for an intercompany payable of £14,944k  Following the transfer British Gas Direct Employment Limited declared and
paid an mterim dividend of £14,944k 1o the Company The trading of this company will be taken on in British Gas Trading Lumited from
this date

Results and dividends
The results of the Company are set out on page 8 The profit for the financial year ended 31 December 2012 1s £688,810k (2011 profit
£1,957,047k) Total profits in 2012 include dividends recerved of £16,145k (2011 £1,616,752k)

The Company did not pay an interim dividend during the year (2011 £800,000k) The Directors do not recommend the payment of a final
dividend (2011 £mil)

Financial posthon
The financial positton of the Company 1s presented i the Balance Sheet on page 9 Total shareholder’s funds at 31 December 2012 were
£3,777,564k (2011 £3,166,701k)

Defined benefit pension accounting — prior year adjustment .

The Company’s employees participate 1n @ number of the Group’s defined benefit pension schemes  In prior years the Company accounted
for the schemes as if they were defined contribution schemes and the charge to the Profit and Loss Account was equal to the contnbutions
payable to the schemes m the accounting period Dunng 2012 the accounting pohicy has been amended because the Group has now
dentified a methodology for allocating the Company’s share of the underlying assets and liabilities 1n the schemes on a consistent and
reasonable basis  Therefore, the Company now accounts for the schemes as defined benefit schemes, and reports a defined benefit pension
asset / iability on 1ts balance sheet The unpact of this change i accounting policy 1s disclosed in note | to the financral statements




British Gas Trading Limited

Directors’ Report for the Year Ended 31 December 2012 {continued)

Prmeipal risks and uncertamnties and financial risk management

The key nsks and uncertainties of the Company are the global economic dowmtum, demand reduction, exposure to movements in commodity
prices and credit and hiquidity risks From the perspective of the Company, the pnncipal nsks and uncertamiies are integrated with the
prncipal nsks of the Centrica ple group (“the Group") and are not managed separately Accordingly the principal nisks and uncertainties of
the Group which mclude those of the Company are discussed on pages 44-50 of the Centrica plc 2012 Annual Report and Accounts 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 its long-term
shareholder value growth targets within a prudent nisk management framework These objectives and policies are regularly reviewed
Exposure to commodity price risk, counterparty credit nsk and hquidity risk anises m the normal course of the Company’s business and 15
managed within parameters set by the Directors  An energy management team manages energy market price and volumetric rnsks

The most sigmificant financial nsk facing the Company relates to commadity prices, m particular for gas and electneity  Commodity price
nsk anses as a result of contracted or forecast retail sales of gas and electrnicity not being fully matched by procurement contracts with
equivalent volumes, time penods and pneing  The nisk 15 pnmanly that market prices for commodities wall move adversely between the
times that sales pnces are fixed or tanffs are set and the times at which the purchase costs are fixed, thereby potentally 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 customer energy requirements

Certain procurement and sales contracts constitute denvative financial mstruments  The fawr values of these contracts are subject to change
resulting from changes n commodity prices, except for contracts which are indexed to the market price of the commodity which 1s the
subject of the contract, and for which the price 1s not fixed 1n advance of delivery Refer to note 26 for details

Counterparty credit exposures are momitored by mdividual counterparty and by category of credit rating, and are subject to approved hmits
Exposure to credit nsk arises i 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 nisk 15 managed by checking a company’s creditworthiness and financial strength both before
commencing to trade and during a business relationship  For residential customers, creditworthmess 15 ascertained normally before
commencing to trade by reviewing an appropnate mix of mternal and external information  Agemng of debtors 15 momtored and used to
maznage the exposure to credit nsk Management continue to recogmise the potential unpact from the economic downturn on existmg debt and
the Company mantams its program for improved credit management and cash collection processes to mitigate the bad debt nisk

Energy consumption continues to fall, dnven by improved energy efficiency and changmng customer behaviours as a result of greater
environmental awareness, faliout from past price mcreases and latterly the general economic downturn Reduced sales of gas and electncity
could have a sigmficant impact on the Company's revenues and profits over the next decade Cash forecasts identifying the liquidity
requirements of the Centrica plc Group are produced penodically and reviewed to ensure there 15 sufficient financial headroom for at least a
12 month period

Key performance indicators (*KPls")

The Duectors momtor performance of the mdividual business umts that constitute British Gas Trading Limited  KPIs relating to these
business umits such as the number of customer accounts, market share, consumption volumes and operating margms are included in the
Centnica plc 2012 Annual Report and Accounts on page 146 and 147 Additionally, the Group’s KPls such as customer trust and employee
engagement are also measured at the Company level and these are included at group level n the Centrica plc 2012 Annual Report and
Accounts on pages 18 and 19

Dhrectors
The following served as Directors duning the year and up to the date of signing of this report

V M Hanafin

D Isenegger

A Netemeyer

C J Stem

M R Uziell (appomted 28 May 2012)

J Forster (appointed 1 January 2012, resigned 19 Apnil 2013)
H L Pyls (appointed 20 December 2012)
A C J Cameron {resigned 28 May 2012)
I P Cain (tesigned 20 December 2012)

P K Bentley (resigned 30 June 2013)

C T P Jansen (resigned 30 June 2013)

Dhrectors’ and officers’ habihty

In accordance with the Articles, the Company has granted a deed of indemnity, to the extent permitted by law, to Directors and officers
Qualifying third party indemnity provisions (as defined by section 234 of the Companies Act 2006) were 1n force dunng the year ended 31
December 2012 and remain in force

The Company also maintans directors’ and officers” liability msurance for its Duectors and officers which has been purchased by the
ultimate parent company, Centrica plc, and was i place throughout the year under review The msurance does not provide cover m the event
that the Director 1s proved to have acted fraudulently

Related party transactions

The Company has taken advantage of the exemplions within FRS 8 “Related party disclosures” from disclosure of transactions with other
wholly-owned Centnica Group compamies  Transactions with entities other than wholly-owned Centrica Group compames are disclosed m
note 28 Key management personnel and thewr families purchase gas and electneity from the Company for domestic purposes on terms equal
to those for other employees of the Group




British Gas Trading Linuted

Directors’ Report for the Year Ended 31 December 2012 (continued)

Creditor payment policy
[t 13 the Company’s policy to pay all of 1ts creditors in accordance with the policies set out below Special contractual terms apply for gas and
electricity supplies  For all other trade creditors, 1t 1s the Company’s policy to

1) agree the terms of payment in advance with the suppler;
1) ensure that suppliers are aware of the terms of payment, and
u1) pay 1n accordance with contractual and other legal obhgations

The number of days” purchases outstanding as at 31 December 2012 was 28 days (2011 (restated) 24 days)

Employment policies

During 2012, the Company employed an average of 14,395 people, all in the United Kingdom (2011 13,575 people) The disclosures
surrounding the *Employee costs’ and the *Average number of employees duning the year® (see note 5) relate to the Group's employees that
work 1n the Bntish Gas Tradmg Limited business Not all of these employees have service contracts with Bntish Gas Trading Liunited,
because m some cases the contracts of service are with other Group companies  The Directors believe that the disclosures given are the
fairest representation of the staff costs for the business

The Company works hard to make Bnitish Gas Trading Lumited a rewarding place to work and has contmued to focus on skills, development
and employee engagement Continucus leaming and development is essential to ensure employees have the opportunity to fulfil their
potential and are equipped to help grow the busmess and implement the Group strategy The Company has talent boards, general
management programmes and leadership master classes to identify and nurture high-potential managers

The Company 1s commutted to regular commumcation and consultation with employees through briefings, meetings, emails, imformation
screens, face to face meetings with senior management, a Group-wide mtranet and internal magazines and newspapers The Company mms
to create an environment in which employees are fully engaged with the busmness objectives

Dunng 2012, as planned, a Greup-wide employee engagement survey was conducted Thus process mforms management of the collective
views of employees so that engagement can be improved m the future

The Company amms to provide an inclusive and diverse workplace and 1s committed to equal opporturuty Discrimination against any group
1s not tolerated  Full and fair consideration 15 given to applications for employment made by disabled people [f an employee becomes
disabled, wherever possible support, retraming, equipment and facilities are offered to help them stay with the Company In addition,
pohicies are 1n place to help ensure there are fairr promotion opportunities for disabled employees

The Company encourages the retention and recrustment of older people, recognising the valuable experience they bnng  Improving women’s
representation at all levels 15 a prionty  The Company focuses on female leadership trainmg, recruitment, flexible working and employee
network groups

Safety 1s one of the Group’s core prionties  The Group continued to build on 1its safety culture through strong leadershup and on-gowng
programmes to rmise awareness and remforce a positive and proactive safety culture  Safety metrics are reported regularly to senior
management and there were no sigmficant process safety events in 2012

The Company's business principles and policies set out standards of behaviour expected of its employees m conducting business i an ethical
way The Group, to which Brittsh Gas Trading Limited belongs, encourages employee share ownership by operating tax authority-approved
share schemes open to all ehgible employees, mcluding executive directors

Political and charitable donations

The Company has taken advantage of the exemptions within the Compames Act 2006, from disclosing political and chantable donations
where the Company 15 a wholly-owned subsidiary undertaking of a company incorporated in the UK The Group’s political and charntable
donations are detailed on page 154 of the Centrica plc 2012 Annual Report and Accounts

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

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors have prepared the
financal 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 affars of the Company and of the profit or loss of the Company for that penod  In prepanng these financial
statements, the Directors are required to

» select suitable accounting polictes 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 matenal departures disclosed and explamed m the
financial statements,

» prepare the financial statements on the going concern basis unless 1t 1s mappropnate to presume that the Company wiil continue
busmess

The Durectors 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 time the financial 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 iregulantics




Brish Gas Trading Linited

Darectors’ Report for the Year Ended 31 December 2012 (continued)

Disclosure of information to auditors

Each of the Directors who held office at the date of approval of this Directors’ report confirm that so far as they are aware, there 1s no
relevant audit information of which the Company’s auditers are unaware and that they have taken all the steps that they ought to have taken
as Dhrectors 1o make themselves aware of any relevant audit information and {o establish that the Company s auditors are aware of that
mformation

Independent auditors
Pursuant to Section 487 of the Compames Act 2006, the auditors will be deemed 1o be reapponted and PncewaterhouseCoopers LLP will
therefore continue n office

This report was approved by the board on 25 September 2013

For and on behalf of Centnica Secretanies Limited
Company Secretary

Company registered in England and Wales, No 03078711
Regstered office

Mullstream

Maidenhead Road

Windsor :
Berkshire

SL4 5GD



British Gas Trading Limuted

Independent Auditors’ Report to the Members of British Gas Trading Limited

We have audited the financial statements of Briish Gas Tradmg Limited for the year ended 31 December 2012 which compnse the Profit
and Loss Account, Statement of Total Recogmsed Gans and Losses, the Balance Sheet and the related notes The financial reporting
framework that has been apphed m thewr preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully mn the Statement of Dwectors” Responsiilities 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 fair view Our responsibility 15 to audit and express an opinion on the
financial statements 1n accordance with applicable law and Intermational Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's members as a body in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 and for no other purpose  We do not, in giving these opiruons, accept or assume responsibility for any
other purpose or to any other person to whom this report 1s shown or into whose hands 1t may come save where expressly agreed by our prior
consent m wiiting

Scope of the audit of the financial statements

An audit mvolves obtaining evidence about the amounts and disclosures m the financial statements suffictent to give reasonable assurance
that the financial statements are free from matertal misstatement, whether caused by fraud or error This includes an assessment of whether
the accounting policies are appropniate to the Company’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of sigmficant accounting estmates made by the Directors, and the overall presentation of the financal statements In
addstion, we read all the financial and non-financial information n the Annual Report to dentify matenal inconsistencies with the audited
financial statements If we become aware of any apparent matenal misstatements or inconsistencies we consider the implications n our

report

Opinion on financial statements
In our opinion the financial statements

+ give atrue and fair view of the state of the Company’s affairs as at 31 December 2012 and of its profit for the year then ended,
*  have been properly prepared m accerdance with United Kingdom Generally Accepted Accounting Practice, and
s  have been prepared in accordance with the requirements of the Compames Act 2006

Opinion on other matier prescribed by the Compantes Act 2(06
In our opimon the information given in the Directors™ Report for the financial year for which the financial statements are prepared 1s
consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report i respect of the following matters where the Companies Act 2006 requires us to report to you if, in our opinion

s adequate accountmg records have not been kept, or retums adequate for our audit have not been recerved from branches not visited by
us, or

« the financial statements are not i agreement with the accounting records and retums, or

o certan disclosures of directors’ remuneration specified by law are not made, or

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

Charles Bowman (Semior Statutory Auditor)

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

| Embankment Place

Lendon

WC2N 6RH

25 September 2013




British Gas Trading Limited

Profit and Loss Account for the Year Ended 31 December 2012

Turnover

Cost of sales before exceptional ttems
Exceptional stems

Cost of sales

Gross profit

Adrmimistrative expenses before exceptional 1tems
Exceptional items

Administrative expenses

Operating profit

[ncome from fixed asset investments

Profit on ordinary activities before interest and taxation

[nterest receivable and simlar income
[nterest payable and swmlar charges

Other finance mcome
Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the financial year

(1) Refer to note 1

There are no matenal differences between the profit on ordinary activities before taxation for the financial years stated above and ther

historical cost equivalents

All activities relate to contmuing activities

Note

20

23

Statement of Total Recogmsed Gamns and 1.osses for the Year Ended 31 December 2012

Profit for the financial year

Net actuanal (losses)/gams on defined benefit pension schemes
Taxation on net actuanal {losses)/gains on defined benefit pension schemes

Total recogmsed gains and losses relating to the year
Prior year adjustment

Total gains and losses recognised since last financial statements

(1) Refer to note |

The notes on pages 10 to 29 form part of these financial statements

2012 2011
(restated) (1)
£000 £000
14,355,343 12,786,308
(12,316,073) (10,961,143)
- (288,996)
(12,316,073) (11,250,139)
2,039,270 1,536,169
(1,193,734) (1,163 315)
(91,168) (9.048)
{1,284,902) (1,172,363)
\

754,368 363,806
16,145 1,616,752
770,513 1,980,558
70,965 22,553
(8,908) (3.581)
16,640 9,263
849,210 2,008,793
(160,400) (51,746)
688,810 1,957,047

23

20
16

2012 2011
(restated) (1)
£000 £000
688,810 1,957,047
(118,802) 69,266
28,710 (17,318)
598,718 2,008,995
98,467
697,185




British Gas Trading Limited

Balance Sheet as at 31 December 2012

Fixed assets

Intangible assets

Tangible assets

Investments - shares n subsidiary undertakings
Investments - associates and yount ventures
Investments - other

Current assets

Stocks

Debtors (including £13,110k (2011 £34,185k) due afier one year)
Cash at bank and mn hand

Creditors (amounts falling due within one year)

Net current assets

Total assets less current liabiities

Creditors (amounts faling due after more than one year)}
Provisions for habilities

Net assets excluding pension assets / {(habuhties)

Defined benefit pension assets
Defined benefit pension habilities

Net assets including penston assets / (llabilities)
Captal and reserves

Called up share capital

Share premium account

Profit and loss account

Total shareholder's funds

(1) Refer to note 1

The notes on pages 10 to 29 forin part of these financial statements

The financial statements on pages 8 to 29 were approved and authonised for 1ssue by the Board of Directors on 25 September 2013 and were

signed on 1ts behalf by
M R Uzielh
Drector

Company number 03078711

Note

15
17

20
20

21
23
23

24

2012 2011
(restated) {1}
£000 £000
187,695 186,877
502,918 443,851
1,249 047 1,249,047
3540 2,946
3389 3,782
1,946,560 1,886,503
185,182 186,397
4,530,051 3,744 344
78,646 17,085
4,793,879 3,947,826
(2,779,061) (2,338,997
2,014,818 1,608,829
3961378 3,495,332
(3.318) (3,318)
(241,204) (424.691)
3,716,856 3,067,323
62,519 99,378
(1,871} -
3,777,564 3,166,701
800,000 800,000
447,162 447,162
2,530,402 1,919,539
3,777,564 3,166,701




British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2012

1 Principal accounting policies
The following accounting policies have been applied consistently in relation to the Company’s financial statements, with the exception of the
change 1 accounting policy on defined benefit pension schemes (see page 13)

Basis of preparation
The financial statements have been prepared on the going concern basis under the histonical cost convention 1n accordance with United
Kingdom Accounting Standards and the Compames Act 2006

The Company s a wholly-owned subsidiary undertakmg of GB Gas Holdmmgs Limited, which 15 a wholly-owned subsidiary undertaking
whose ultimate parent company 1s Centrica plc  The Company has taken advantage of the exemptions within FRS 1, "Cash flow statements”
{revised 1996), from presenting a cash flow statement, wathm FRS 2, "Accounting for subsidiary undertakings” and s400 of the Compamnes
Act 2006, from consohdating sts subsidiary undertakings and incorporating the results of tts share of joint ventures and assocrates, and within
FRS 8, "Related party disclosures”, from disclosing transactions with other wholly-owned group compames

Critical accounting judgements and key sources of estimation uncertanty

(a) Critical judgements 1n applying the Company’s accounting policies
Management has made the following key judgements tn applying the Company’s accounting pelicies that have the most sigmificant effect on
the Company’s Financial Statements

(1) Energy Company Obhgatton (‘ECO")

The ECO order came mio force on 5 December 2012 The order required UK-licensed energy supphers to improve the energy efficiency of
domestic households from | January 2013 Targets are set in proportion to the size of histonc customer bases and must be dehivered by 31
March 2015 The Group judges that although targets are based on historic share of supply, 1t 15 not legally obligated by the ECO order until
31 March 2015  Accordingly, no provision has been recogmsed n the current year

(n) Metering contracts

The Depariment of Energy and Clhimate Change ( DECC’) has modified the UK gas and electricity supply licences requiring all domestic
premses to be fitted with comphant smart meters for measuring energy consumption by 31 December 2019 The Group has a number of
existing rental contracts for non-comphant meters that inciude penalty charges if these meters are removed from use before the end of therr
deemed useful lives The Group considers that these contracts are not onerous until the meters have been physically removed from use and
therefore only recogntses a provision at this point

{m) Carbon Emissions Reduction Target (*CERT’) and Communihes Energy Saving Programme (*CESP’)

Under the CERT and CESP scheme, Bnitish Gas was required to meet a vanety of carbon emissions reduction targets by 31 December
2012 Although we did not achieve the target completton date of December 2012 for both schemes, Ofgem has indicated that mitigating
actions undertaken afier this date will also be taken into account when assessing delivery  Ofgem s still to formally conclude on the Group’s
comphance and has the option of enforcement action 1f they consider the targets have not been met

(b) Key sources of estmation uncertamty
The key assumptions concerning the future, and other key sources of esttmatton uncertainty at the balance sheet date, that have a sigmficant
nsk of causing a matenal adjustment to the carrying amounts of assets and liabilities with the next financial vear, are discussed below

(1) Revenue recogmbion - unread gas and electncity meters

Revenue for energy supply activities includes an assessment of energy supplied to customers between the date of the last meter readmg and
the year end (unread) Unread gas and electricity compnises both billed and unbilled revenue It 1s estimated through the hiiling systems,
using histornical consumption patterns, on a customer by customer basis, taking into account weather patterns, load forecasts and the
differences between actual meter reads being returned and system estimates  Actual metet reads continue to be compared to system estimates
between the balance sheet date and the finalisation of the financial statements An assessment 1s also made of any factors that are likely to
matenally affect the ultimate economic benefits which will flow te the Company, including bl cancellation and re-bill rates To the extent
that the economic benefits are not expetted to flow to the Company, the value of that revenue 1s not recogmised The judgements applied, and
the assumptions underpinming these judgements, are considered to be appropnate However, a change m these assumptions would have an
impact on the amount of the revenue recognised

(1) Industry reconciiation process — cost of sales

The ndustry reconcthation procedures are required as differences arise between the estimated quantity of gas and electncity the Company
deems to have supphed and billed customers, and the estimated quantity the mndustry system operators deem the individual supphers,
mcluding the Company, to have supplied to customers Difference 1 deetned supply 1s referred to as imbalance The reconcihiation
procedures can result m either a hugher or lower value of industry deemed supply than has been estimated as being supplied to customers by
the Company, but 1n practice tends to result in a higher value of deemed supply The Company then reviews the difference to ascertamn
whether there 15 evidence that 1ts estimate of amounts supplted to customers 1s maccurate or whether the difference arises from other causes
The Company's share of the resuling mmbalance 1s included within commodity costs charged to cost of sales Management estimates the
level of recovery of imbalance which will be achieved erther through subsequent customer billing or through the developing industry
settlement procedures

() Recoverahlity of trade receivables

Provision for uncollectible trade receivables 1s made when there 1s objective evidence that the Company may not be able to collect the trade
receivable  Receivables from residential and business customers are generally considered to be fully performing unttl such time as the
payment that 1s due remains outstanding past the contractuai due date  Contrachal due dates range from falling due upon receipt to falling
due in 30 days Collectability of receivables from residential customers are generally reviewed on an individual basis once a customer
chscontinues their relationship with the Company The provision for uncollectible trade recervables 1s based on an incurred loss model and 15
deternmined by application of expected default and loss factors, determined by histonical loss expenence and current sampling to the vanous
balances recervable from residential and business customers on a portfolio basis, in addition to provisions taken agmnst individual accounts

Balances are written off when recoverability 1s assessed as bemg remole

-10-




British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2012 (continued)

1 Principal accounting policies (confinued)

Turnover

Tumover 1s recogmsed to the extent that it 1s probable that the economic benefits will flow to the Company and the turnover can be measured
reliably Tumover includes amounts receivable for goods and services provided in the nonnal course of busimess, net of discounts, rebates,
value added tax and other sales-related taxes Turnover 1s recogmsed on the basis of energy supplied or delivered dunng the year Tumover
for energy supply activities mcludes an assessment of energy supplied to customers between the date of the last meter reading and the year
end (unread) Unread gas and electneity 15 estumated usmg historical consumption pattems, taking mto account the industry reconciliation
process for total gas and total electnieity usage by supplier, and s included 1n accrued energy mcome within debtors  All turnover anses in
the United Kingdom

(Gas and power purchases and sales entered into to optimuse the performance of gas production facihities and power generation faciliies are
presented net within revenue

Cost of sales
Cost of sales includes the cost of gas and electncity purchased duning the year taking into account the industry reconcihatien process for total
gas and total electricity usage 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 whch are of a non-recurring nature and, in the judgement of the
Directors, need to be disclosed separately by virtue of their nature, size or incidence in order to present a clear and consistent presentation of’
the Company’s underlying business performance ltems which may be considered exceptional m nature nclude disposals of businesses,
business restructunngs, sigmficant onerous contracts and asset wnte-downs

Employee share schemes

The Company accounts for share-based payments under FRS 20 "Share based payments” The Centrica plc group to which Briush Gas
Trading Limited belongs has a number of employee share schemes, detailed m the Remuneratron Report on pages 61-75 and in note $7 ot
the Centnca ple 2012 Annual Report and Accounts, under which it makes equity-settled share-based payments to certain employees Equity-
settled share-based payments are measured at fair value at the date of grant (excluding the effect ot non-market-based vesung conditions)
The fair value determined at the grant date 1s expensed on a straight-line basis together with a comesponding increase n equity over the
vesting peniod, based on the Centrica ple group's estimate of the number of awands that will vest, and adjusted for the effect of non-market-
based vesting conditions

Fair value 1s 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

Monetary assets and labiliies denominated m foreign currencies are retranslated at the sterhng currency mte of exchange ruling at the
balance sheet date  Exchange differences are recognised through the profit and loss account for the year Transactions in foreign cumencies
are translated at the rate of exchange ruling at the date of the transaction Foreign cumency transactions which have not been settled at the
balance sheet date are translated at the rate prevaling at that date

Goodwill

Goodwill artsing on the acquisition of a business 1s included n the Balance Sheet at cost, less accumulated amortisation and any provisions
for impaimment Cn the acquisition of a busimess, fair values are attnbuted to the assets and liabilities acquired  Goodwill, which represents
the difference between the purchase consideration and the fair values of those net assets, s capntalised and amortised on a straight-line basis
over a period, which represents the directors” estimate of its useful econemic hfe  Goodwill 1s being amortised over penods ranging from 10
to 20 years [f an undertaking 15 subsequently sold, the appropnate unamortised goodwill or goodwill written off to reserves i1s recogrused
through the profit and loss account in the penod of disposal as part of the gain or loss on disposal

Acquisitions of a busimness from another group company are recorded using the pninciples of merger accounting prospectively from the date

of the transacion Where the busmess 15 transferred from a subsichary company, the tvestment in subsidiary has been reclassified to
goodwill since the Company has suffered no loss of value as a result of the business transfer
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Brinsh Gas Trading Linuted

Notes to the Financial Statements for the Year Ended 31 December 2012 (continued)

1 Principal accounting pelicies (continued)

EU Emussions Trading Scheme (*EU ETS*) and Renewable Obligations Cernficates (*ROCs')

Granted carbon dioxide emissions allowances received in a penod are recognised mitially at nonunal value (ml value} Purchased carbon
dioxide emissions allowances are recogmsed mitially at cost (purchase price} within mtangible assets A lability 1s recognised when the level
of emmissions exceeds the level of allowances granted The habihity 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 m the liability
recogmised 1n operating profit.

Purchased ROCs are recognised mitially at cost within intangible assets A hability for the renewables obligation 1s recogmised based on the
level of electneity supplied to customers, and 15 calculated i accordance with percentages set by the UK Government and the renewable
obhgation ceruficate buyout price for that penod

For both the EU ETS and ROCs, the mtangible asset 1s surrendered and the habihty 1s utilised at the end of the comphance period to reflect
the consumption of economic benefits As a result no amortisauon 15 recorded dunng the penod Impairment of intangible assets 1s
recognised in cost of sales Any recycling benefit related to the submission of ROCs 1s recogmised m the profit and loss account when
recerved

Tangble fixed assets
Tangible fixed assets are included m the Balance Sheet at cost, less accumulated depreciation and any provistons for :mpairment  The mitial
cost of an asset comprises 1ts purchase price or construction cost and any costs directly attnbutable to bringing the asset into operation

For purchased application sofiware, for example 1vestments in customer relationship management and bilhing systems, cost includes
contractors charges, materials, directly attnbutable labour and directly attnbutable overheads Capitalisation begins when expenditure for
the asset 15 bemng incurred and activities necessary to prepare the asset for use are in progress Capnalisation ceases when substantially ail the
activities that are necessary to prepare the asset for use are complete Depreciation commences at the point of commercial deployment

Tangible fixed assets are depreciated on a straight-hne basis at rates sufficient to wnte off the cost, less estimated residual values, of
mdividual assets over their estimated useful lives The depreciation penods for the pnincipal categories of assets are as follows

Plant 5 to 20 years
Equipment and vehicles 3w 10 years
Application software and licences Up to 20 years

Asset impairments

Intangible and tangible fixed assets and financial assets are reviewed for impairment 1f events or changes in circumstances indicate that the
carmying amount may not be recoverable When a review for impairment 1s conducted, the recoverable amount 1s the higher of fair value less
costs to sell and value 1n use Value in use 15 determmed by reference to the net present value of expected fiuture cash flows of the relevant
income generating unit or disposal value, 1f higher Ifan asset 1s impaired, a provision 1s made to reduce the carrying amount to its estunated
recoverable amount An mpaiment loss 1s recognised immediately as an expense

The value in use calculations use pre-tax cash flow projections based on the Centnica ple group's Board-approved three-year business plans
The business plans are based on past expenence, and adjusted to reflect market trends, economic conditions, key nsks, the implementation of
strategic objectives and changes in commodity pnices, as appropnate Cash flows are discounted using a pre-tax discount rate specific to
each cash-generating unit to determine the cash-generating unit's value in use The pre-tax discount rate used i 2012 was 7 5% (2011
7 5%)

L.cases
Rentals under operating leases are charged to the Profit and Loss Account on a straight-line basis over the lease term n relation to the
penods in which they fall due

Investments
Fixed asset investments are included in the Balance Sheet at cost, less any provisions for impaiment as necessary Investments mclude
equity Inferests m a joint venture

Stocks

Stocks, excluding stocks of gas and o1l Levy Exemption Certificates (‘LECs’} and capitahised Carbon Emissions Reduction Target {*CERT")
and Commuruties Energy Saving Programme ( CESP) costs, are valued on a weighted average cost basis, at the lower of cost or estimated
net realisable value after allowance for redundant and slow moving items Stocks of gas and o1l are valued on a weighted average basis, at
the lower of cost and estunated net realisable value See also policy on LECs and CERT and CESP below

Levy Lxemphion Cernficates (‘LECs’)

Levy Exempuion Ceruficates (‘LECs’) are sold to certain business customers i order for them to save Climate Change Levy (“CCL’), which
was introduced n the UK following the signing of the Kyoto Protocol LECs are held on the balance sheet as stock, to the extent more have
been purchased than have been sold on to customers LECs are held at the lower of cost and net realisable value The cost of purchasing
LECs 1s recogmised 1n cost of sales when sold to the customer
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British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2012 (continued)

1 Principal accounting policies {continued)

Carbon Enussions Reducton Target (‘CERT’) and Commumities Energy Saving Programme (‘CESP?)

UK-licensed energy supphiers were set a Carbon Emussion Reduction Target (‘CERT’) by the Government which was proportional to the size
of thewr customer base The CERT programme ran from Apnl 2008 to December 2012 UK hcensed energy suppliers and electncty
generators were also required to contnbute to the Communities Energy Saving Programme ( CESP’) by the Govenment in proportion to the
size of their customer base and also the amount of electricity they generate The CESP programme ran from October 2009 to December
2012

The targets and contributions were subject to an annual adjustment throughout the programme penod to take account of changes n the
energy supphier’s customer base and amount of elecincity generated Energy suppliers and generators could meet the target through
expenditure on qualifying projects which grve nse to carbon savings The carbon savings could be transferred between energy supphers and
generators

‘The Company charges the cost of the programmes to cost of sales with a provision recognised where there 15 a deficat of relevant credits held
compared to the sub-target obhgations accrued

Take-or-pay contracts
Where payments are made to external suppliers under take-or-pay obbgations for gas not yet taken, they are treated as prepayments and are
inchided within debtors, provided they generate future economic benefits

Penstons and change in accounting pohcy

The Company’s employees participate tin a number of the Group’s defined benefit pension schemes The total Group cost of providing
benefits under defined benefit schemes 1s determined separately for each of the Group's schemes under the projected unit credit actuanal
valuation method Actuanal gams and losses are recognised n full i the pertod m which they occur The key assumptions used for the
actuanal valuation are based on the Group’s best esumate of the variables that wall determine the ultimate cost of providing post-employment
benefits, on which further detail 1s provided mn notes 29 and S6 of the Centnica ple 2012 Annual Report and Accounts

The Company’s share of the total Group surplus or deficit at the end of the reporting period for each scheme 1s calculated n proportion to the
Company's share of ordinary employer contmibutions n to that scheme dunng the year, ordinary employer contributions are determined by
the penstonable pay of the Company’s employees within the scheme and the cash contribution rates set by the scheme trustees Current
service cost 1s calculated with reference to the pensionable pay of the Company’s employees The Company's share of the total Group
interest on scheme habilities, expected retum on scheme assets and actuanal gains or losses 15 calculated tn proportion to ordinary employer
contributions m the prior accounting pertod Changes in the surplus or deficit ansing as a result of the changes in the Company’s share of
total ordinary employer contnbutions are also treated as actuanal gains or losses

This 1s a change n accounting policy from pnior years when the Company accounted for the schemes as 1f they were defined contnbution
schemes and the charge to the Profit and Loss Account was equal to the contnbutions payable to the schemes mn the accounting peniod The
accounting policy has been amended because the Group has now identified a methodology for allocating the Company’s share of the
underlying assets and Liabiliues n the schemes on a consistent and reasonable basis

Comparative figures have been restated accordingly The change i accounting policy wncreased profit after tax for the year by £62,715k
(2011 £82,094k increase) and ncreased opening reserves by £98 467k (2011 £35,575k decrease)

The change 1n accounting policy has had the following effect on the comparative figures

As previously Prior penod
reported adjustment As restated
£000 £000 £000

Profit and Loss account
Cost of sales before exceptional items (10,961,002) (141) (10,961,143)
Administrative expenses before exceptional items (1,171,263) 7.948% (1,163,315
Exceptional administrative items {102,782) 93,734 {9,048)
Other finance mncome - 9,263 9,263
Profit on ordmary activities before taxation 1,897,989 110,804 2,008,793
Tax on profit on ordinary activities (23,036) (28,710) {51,746)
Profit for the financial year 1,874,953 82,094 1,957,047
Statement of Total Recogrused Gans and Losses
Net actuanal gamms on defined benefit pension schemes - 69,266 69,266
Taxation on net actuanal gams on defined benefit pension schemes - (17,318) (17,318)
Balance Sheet
Creditors (amounts falling due within one year) (2,337,607) {1,390} (2,338,997)
Provisions for labthties (425,170) 479 (424,691)
Defined benefit pension asset - 99,378 99,378
Profit and loss account 1,821,072 98,467 1,919,539
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British Gas Trading Limited

Notes to the Firancial Statements for the Year Ended 31 December 2012 (continued)

1 Principal accounting policies (continued)

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 it 1s probable that the Company will be required to settle that obligation Provisions are measured at the Directors' best estimate
of the expenditure required to settle the obligation at the balance sheet date, and are discounted to present value where the effect 15 matenal
Where discounting 1s used the increase m the provision due to the passage of time 15 recognised n the Profit and Loss Account and included
within mterest payable and sumilar charges

Prowision for long term sales contracts

Provision 1s made for the net present cost, using 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 pnce and the least cost of gas available on a stacked, contract by contract
basis

Prowvisions 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 1s based on the difference between the contracted purchase price, including capacity payments where relevant, and the highest sales
price for the expected volumetnc take of commeodity

Provisions for onerous contracts

The Company has entered into 2 number of commeodity procurement and capacity contracts related to specific assets tn the ordinary course of
its business Where the unavoidable costs of meeting the obhigations under these contracts exceed the associated, expected futere net
revenues, an onerous contract provision 1s recognised  The calculation of these provisions will involve the use of estimates

The European gas transportation capacity contract onerous provision ts calculated using the capacity costs incurred under the contracts, less
any predicted mcome The provision assumes that all contracts are onerous for the peniod to 2018 bt that post-2018 the remaiming
capacities could sull be necessary to secure supply of gas into the UK Therefore no provision has been recognised relating to this latter
peniod

Dividend wmcome
Dividend ncomne 1s recogmised when the nght to recerve payment 15 established

Taxation
Current tax, mncluding 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 recogmised m respect of timing differences that have onginated, but not reversed, at the balance sheet date where transactions
or events that result m an obligation to pay more tax i the future, or a nght to pay less tax mn the future, have occurred at the balance sheet
date Timing differences are differences between the Companvy's taxable profits and its results as stated 1n the financial statements that anse
from the inclusion of gans and losses 1n tax assessments m penods different from those i which they are recognised in the financial
statements

A deferred tax asset 15 regarded as recoverable and therefore recogmsed only when, on the basis of all avalable evidence, 1t can be regarded
as more hkely than not that there will be surtabie taxable profits m 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 m the pertods in which the tmmg differences are expected to
reverse based on tax rates and laws that have been enacted or substanuvely enacted by the balance sheet date

Deferred tax 15 measured on a non-discounted basis

Financial instruments

Certan financial instruments are used by the Company to manage financial nsks Gans and losses are recognised m the Profit and Loss
Account i the same period as the income and costs of the realised hedged transactions  Outstanding contracts used to hedge against trading
items which themselves will be accounted for 1n a future pertod, are not recognised, or are deferred until they mature and are camed forward
to match agamnst correspondtng gains and losses when they occur

Financial assets are included m the Balance Sheet at cost, less any provisions for impaiment as necessary  Ordinary shares are classified as
equity Incremental costs directly attributable to the 1ssue of new shares are shown 1n equity as a deduction from the proceeds recewved

The Company has not adopted FRS 26 or FRS 29 1n respect of the fair valug of financial mstruments  In accordance with the Compames Act
2006, the farr values of the Company's denvative financial mstruments have been analysed in note 26
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British Gas Trading Linuted

Notes to the Financial Statements for the Year Ended 31 December 2012 (continued)

2 Turnover
All wmover arose i the United Kingdom  Additional segmental analysis 15 disclosed within pages 86 - 90 of the Centnica plc 2012 Annual
Report and Accounts
2012 2011
(restated) {1}
£000 £000
Residential energy supply (1) 9,004,480 7,886,052
Residential services (1) 149,994 60,128
Business energy supply and services 2,859,006 2,650,960
12,013,480 10,597,140
Wholesale and industnal gas and power sales 1,341,863 2,189,168
14,355,343 12,786,308

(1) To align with management responsibilities and reporting, the British Gas New Energy business has been reallocated from the Residential energy supply

segment {o the Residential services segment. The 2011 comparatives have been restated accondmgly

3 Exceptional items

2012 2011
(restated)
£000 £000

Provisien for onerous power station tolhing agreements (1) - 177,496
Provision for European onerous capacity contracts (1) - 111,500
Exceptional cost of sales - 288,996
Supplier contract migration {u1) - 63,100
Restructunng charges (1v) 91,168 39,682
Pension curtailment {note 20) - (93,734)
Exceptional admenistrative expenses 91,168 9,048
91,163 298,044

(1) Dunng 2011 an onerous contract provision was recogmsed for onerous power station tolling agreements between the Company and other group undertakings

{u) Followwng the ulumate parent company s decision to exst Europe and close its German wholesale business the Company reconded exceptional onerous

contract charges m 2011 of £111 500k for a number of European gas transportahon capacity contracts

() Excepuional charges of £63 100k were recorded dunng 2011 following the termination in December 2010 and subsequent mugration of a sigmficant supplier

contract.

(1v} As a result of 2 Company-wide cost reduction programme, leading 1o staff redundancies, exceptional restructuring charges of £91,168k (2011 £39,682k)

have been recorded dunng 2012 Thus charge includes assct impawments of £35 753k (2011 £ml)
4 Operatng profit

Operating profit 1s stated after charging

2012
Note £000

Amortisation of goodwill 9 §,832
Impairment of emmssions allowances b 5,757
Impairment of tangible assets 10 42,271
Impairment - other investments 13 1,672
Depreciation

Owned tanmble fixed assets 10 52,197
Operating lease rentals

Vehicles 11,178
Renewables - contingent rentals 2,733
Auditors' remuneration

Statutory audit 934

2011
£000

1673
3,118
3,044

41,088

8,630

890

Auditors’ remuneration totalling £934k (2011 £890k) relates to fees for the audit of the 2012 UK GAAP financial statements of Bntish Gas
Trading Limsted and inctudes fees n relation to the audit of the IFRS group consohidaton schedules, for the purpose of the Centrica Group
audit  Auditors' remuneration totalling £290k (2011 £114k) mn relation to non-aedit work 1 respect of the Company has been fully bome by

Centnca ple
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Brifish Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2012 (continued)

5 Directors and employees

Average number of employees during the year
The average monthly number of employees, all employed 1 the United Kingdom, duning the year was 14,395 compared to 13,575 for 2011
All employees were admimistrative and sales staff

The disclosures surrounding the Employee costs and the ‘Average number of employees during the year’ mclude all Centrica Group
employees that work in the British Gas Trading Limited business  Not all of these employees have service contracts with Bntish Gas
Trading Limited, because mn some cases the contracts of service are with other Centnica Group companies The Directors beheve that the
disclosures given are the fairest representation of the number of people working in the business

2012 2011
(restated)
£000 £000
Employee costs

Wages and salanes 499,047 482211
Social secunty costs 51,571 47,134
Other pension and retirement benefits costs 31,677 37177
Cther pension and retirement benefits costs - exceptional curtaihment gain (note 20) - {93,734)
Share scheme costs 11,940 14,584
594,235 487,372

Directors’ emoluments
The aggregate emoluments paid to directors in respect of thewr qualifying services were £1,553k (2011 £1,470k) The aggregate value of
company contributions paid to a pension scheme n respect of directors' qualifying services were £100k (2001 £102k)

There were 7 directors (2011 6) to whom retirement benefits are accruing under a defined benefit pension scheme and 2 directors (2011 2)
to whom retirement benefits are accruing under money purchase pension schemes

There were 4 directors (2011 2) who exercised share options relating to the ulttmate parent company and 9 directors (2011 6) who recerved
shares 1n the ultimate parent company 1n respect of their qualifying services under a long-term incentive scheme

The highest paid director received emoluments of £295k for services to the Company (2011 £315k) and the Company contributed £7k
(2011 £27k) to their pension scheme The highest paid director 1s aceruing benefits under a defined benefit pension scheme, the accrued
value at the balance sheet date was £12k (2011 £26k) In both the current and prior year the ghest paid director received shares m respect
of qualifying services under a long-tenm incentive scheme  In the current year the highest paid director did not exercise share options (2011
options were exercised by the highest paid director)

P K Bentley and V M Hanafin are directors of Centnica pk, the ultimate parent company Thewr emoluments and pension contributions m

respect of thewr services to British Gas Trading Limuted are £n1l (2011 £ml) Detals of their overall remuneration are included 1n the 2012
Centnica plc Annual Report and Accounts on pages 61 to 75

6 Income from fixed asset Investments

2012 2011
£000 £000

Dividends received from group undertakings 14,944 1,615,105
Dividends recerved from other investments 1,201 1,647
16,145 1,616,752

Following the purchase of British Gas Direct Employment Limited on 31 December 2012, a dividend of £14,944k was received (2011
£ml) No dividends were received from Hydrocarbon Resources Limited, Hillserve Limited and ECL [nvestments Limited (2011
£1,600,000k, £12,214k and £2.891k respectively)

Dividend mcome of £1,201k was recerved from an investment in a carbon fund and managed account (2011 £1,647k)
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British Gas Trading Limuted

Notes to the Financial Statements for the Year Ended 31 December 2012 {continued)

7 Net interest

2012 2011
£000 £000
Interest receivable and simular income
Interest recesvable from Group undertakings 59,515 17,289
Other mterest receivable 11,450 5264
70,965 22,553
Interest payable and simular charges
Notional mterest ansmg on discounted items (6,477) (3,032)
Other witerest payable (2,431) (549)
(8,908) (3,581)
Net interest receivable 62,057 18,972
8 Tax on profit on ordinary activities
2012 201
(a) Analysts of tax charge in the year (restated)
£000 £000
The tax charge compnses
Current tax
United Kingdom corporauen tax at 24 5% (2011 26 5%) 162,68} 43,649
Adjustments 1n respect of prior years (26,180) (24,096)
Total current tax 136,503 19,553
Deferred tax
Effect of change to deferred tax rate (2,624) (128)
Ongmation and reversal of tming differences 12,724 32,539
Adjustments 1n respect of prior years 13,797 (218)
Tax on profit on ordinary activities 160,408 51,746

b) Factors affecting the tax charge for the year

The tax assessed for the year differs from that calculated at the standard mate of corporation tax in the UK 24 5% (201) 26 5%) The

differences are explamed below

2012 2011
(restated)
£000 £000
Profit on ordmary actvities before tax 849,210 2,008,793
Tax on profit on ordmary activities at standard UK corporation tax rate of 24 5% (2011 26 5%)
208,056 532,330
Effects of
Expenses not deductible for tax purposes 10,097 1,699
Dividend income not taxable {4,365) (428.439)
Depreciation 1n ¢xcess of capital allowances 1,547 (12,742)
Utilisation of timing differences (16,282) (21,659
Group relief for nil consideration (38,882) (24,916)
UK UK transfer pncing adjustments 2,512 (2,624)
Adjustments 1n respect of prior years (26,180) (24,096)
Current tax charge for the year 136,503 19,553

The main rate of corporation tax was reduced from 26% to 24% from | Apnl 2012 and to 23% from | Apnl 2013, enacted under Finance Act
2012 Further reductions to the main rate were proposed in the Autumn Statement 2012 and the Budget Statement 2013 to respecuvely
reduce the rate to 21% by 1 Apnil 2014 and to 20% by | Apnl 2015 Beyond a reduction to 23% from | Apnl 2013, the changes had not been
substantively enacted at the balance sheet date and, therefore, are not mcluded in these financial statements The mmpact of the proposed

changes to the financial statements 15 not expected to be materal
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Britsh Gas Trading Limuted

Notes to the Financial Statements for the Year Ended 31 December 2012 {continued)

9 Intangible fixed assets

Cost

1 January 2012
Additions (1)
Disposals

At 31 December 2012

Accumulated amortisation

I January 2012

Imparmment recognised tn cost of sales (11)
Charge in the year (note 4)
Disposal/Surrender

At 31 December 2012

Net book value
At 31 December 2012

As at 31 December 2011

Goodwill arose as part of the following acquisitions

Trade and assets of Enron Direct

Gas customers and gas supply agreements from Total Fina EIf

Trade and assets of Electncity Direct

(ias customers and gas supply agreements from Total Fina Eif
ECL Investments Limited and ECL Contracts Lunited

Hillserve Limited
Bnush Gas Direct Employment Limited

Emussion
allowances and
renewable
obligation
Goodwill (1) certificates Total
£000 £000 £000
137,758 113,170 250,928
977 222,949 223,926
{450) (211,677) {212,127)
138,285 124,442 262,727
(60,488) (3,563) (64,051)
- (5,757) {5,757)
(8,832) - {8,832)
435 3,563 3,608
(69,275) (5,757} (75,032)
69,010 118,685 187,695
77,270 109,607 186.877
Yearof Economc Orignal Carrymg
acquisinon Ife cost amount
£000 £000
2001 15 56,962 14,875
2005 20 8,746 5,648
2005 15 24,903 13,282
2006 20 34,663 23,397
2011 10 5,519 4,967
2011 10 6,515 5.864
2012 10 9377 977
138,285 69,010

{1) Goodwill of £977k amse on the acquisition of the trade and assets from British Gas Direct Employment Limuted, a substdiary company  The acquisiion was
recarded on the principals of merger accounting  The mvestment of £2 has been reclassified to goodwill since the Company has suffered no loss of value as a

result of the business transfer

() A £5 757k (2011 £3,118k) imparment of emssions allowances was recogrused within cost of sales to reflect a reduction n fair value {less costs to sell) as a
result of a decrease 1n market prices This was offset by a reduction mn the obligation related to emission allowances of £5,757k (2011 £3 118k) to give a net

effect on the profit and loss account of £m] (2011 £ml)
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British Gas Trading Linuted

Notes to the Financial Statements for the Year Ended 31 December 2012 (continued)

10 Tangible fixed assets

Cost

1 January 2012
Additions

Dnisposals

At 31 December 2012

Accumulated depreciation
1 January 2012

Immpairment

Charge for the year
Dsposals

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

11 Fixed asset investments — shares in subsidiary undertakings

Cost and net book value

As at 1 January and 31 December 2012

Plant,
equipment and
Software vehicles Total
£000 £000 £000
807,454 143,991 951,445
135,914 23,366 159,280
(10,107 (8,157) {18,264)
933,261 159,200 1,092,461
(430,056) {77,538) {507,554)
(40,991) {1,280) (42,271)
{41,594) (10,603} {52,197)
8,185 4,334 12,519
(504,456) (85,087) (589,543}
428,805 74,113 502,918
377,398 66,453 443,851
Shares in
subsidiary
undertakings
£000
1,249,047

The Directors beheve that the camrying value of the investments 15 supported by their underlying net assets

Dunng the year the Company purchased 100% of the share capital of British Gas Direct Employment Limtied from GB Gas Holdings
Limited for £2  Subsequent to this, as part of an internal reorganisation, the Company purchased the trade and assets of Bniush Gas Direct
Employment Limited at book value The consideration payable for the trade and assets of Bntish Gas Direct Employment Lumited was
£14,944k and the aggregate book value of the net assets was £13,967k  Under the pnncipals of merger accounting, the difference between
the cost and book value of the net assets acquired was reclassified as goodwill as the Company suffered no loss of value as a result of the

business transfer

At 31 December 2012 the Company had interests in the 1ssued share capital of the subsihiary undertakings listed below

Subsidiary undertakung Business Country of incorporation Proportion of nomnal
value of shares held
Hydrocarbon Resources Limited Gas Production United Kingdom 100%
ECL Investments Limited Dormant United Kingdom 100%
ECL Contracts Limited Dormant United Kmgdom 100%
Hullserve Limited Dormant Unuted Kingdom 100%
Electricity Direct (UK) Limited Dormant United Kingdom 100%
Bntish Gas Direct Employment Limited Dormant United Kingdom 100%
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12 Fixed asset investments — yoint ventures

Investment in
Joint ventures

Cost and net book value £000
At 1 January 2012 2,946
Additions 595
At 31 December 2012 3,541

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

On 31 December 2012 the Company mvested £100 in Centrica Finance Limited Partnership, regisiered 1 Scotland

At 31 December 2012 the Company had interests in the 1ssued share capital of the joint venture histed below

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

Fairfield Bio Energy Ltd Renewable energy United Kingdom 50%

Dunng the year the Company made cash call payments totalling £595k (2011 £2,946k) to Farrfield Bio Energy Litd

13 Fixed asset investments - other

. 2012
Cost and net book value £000
At ] January 2012 3,782
Addimons 1,249
Impairment (note 4) {1,672)
At 31 December 2012 3&59

During 2012 the Company continued to invest i a carbon fund and managed account which 15 managed through a closed-end limited
partnership called Chimate Change Capital Included 1n additions 1s £1,249k (2011 £440k) related to contnbutions to the fund At 3}
December 2012 the carrying vatue of the carbon fund was impaired by £1,672k (2011 £mil})

The directors believe that the carrying value of the investment s supported by ther underlying net assets

14 Stocks
2012 2011
£000 £000
(as In storage 146,685 103,436
Other raw matenals and consumables 14,606 12,910
Certificates held m stock 23,891 70,051
185,182 186,397

The difference between purchase pnce or production cost of stocks and their replacement cost 1s not matenal
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15 Debtors
2012 2012 2011 2011
Withmm one year After more Within one year After more
than one year than one year
£000 £000 £000 £000
Trade debtors 976,711 - 919,713 -
Accrued energy ncome 1,010,961 - 287,194 -
Amounts owed by group undertakings 2,244,606 - 1,605,714 -
Other debtors 175,153 - 230,420 -
Prepayments and other accrued income 109,510 13,110 64,711 30,053
Deferred wax (note 16) - - 2,407 4,132
4,516,941 13,110 3,710,159 34,185
Total due within one year and due after one
4,530,051 3,744,344

year

‘The amounts owed by Group undertakings include £1,714,650k (2011 £1,648,000k) from Centnca plc which 15 interest-beanng, this s off-

set by £266,151k non-mterest beanng amount payable (2011 £96,100k) due to Centnca plc

Interest 1s calculated using a quarterly rate

determmned by Group Treasury and Imked to the Group cost of funds The quarterly rates ranged between 3 28% and 3 51% per annum
dunng 2012 (2011 1 71% and 2 71%) Interest owed by group undertakings was £ml (2011 £nl) from Centrica ple These balances are

unsecured and payable on demand

On the 21 December 2012 a £700,000k loan was made to Centrica Holdings Limited at a quarterly interest rate determined by Group

Treasury and linked to the Group cost of funds (see above} The loan 1s repayable on demand

The remaining amounts included in Group undertakings are interest-free, unsecured and repayable on demand

16 Deferred taxation

Statement of
Total
Recogmised
Gains and
At 1 January Profit and loss Losses At 31 December
2012 charge/{credit) charge/(credit) 0m2
(restated)
£000 £000 £000 £000
Deferred corporation tax
- accelerated caprtal allowances 17,587 6,107 - 23,694
- other timing differences {24,126) 4,073 - (20,053)
Deferred tax (asset)/hability (6,539) 10,180 - 3,641
Deferred tax hiabality on net penston asset 33,126 13,717 (28,710) 18,133
Provision at end of year (1) 26,587 23,897 (28,7100 21,774
There are no amounts of unrecogmised deferred tax (2011 nul)
() Including deferred tax on net pension asset.
17 Cash at bank and in hand
2012 2011
£000 £000
Cash at bank and m hand 78,646 17,085
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18 Creditors

2012 2012 2011 2011
(restated) (1)

Amounts falling Amounts falling Amounts falling Amounts faliing

due within one due after more due within one due after more
year than one year year than one year
£000 £000 £000 £000

Bank loans and overdrafis 63,738 - 19,268 -
Trade creditors 857,821 - 748,087 -
Arnounts owed to group undertakings (1) 317,208 - 228,370 -
Taxation and social secunty 921,671 - 30,237 -
Other creditors 748,690 - 805,367 -
Accruals and deferred income

Transpertation 192,324 - 92,048 -
Other accruals and deferred mcome 507,609 3318 415,120 3318
2,779,061 3318 2,338,997 3,318

(1) Restated for the change 1n accounting policy 1n respect of defined benefit penstons which mcreased amounts owed to Group undertakings by £1 390k

The Company s bank overdraft at the year end 15 unsecured Centrica plc’s treasury department pools funds dally and via intercompany
accounts All interest charges payable on the bank overdraft duning the year are bome by the parent undertaking

Amount owed to Group undertakings has been restated for the change in accounting policy 1 respect of defined benefit pensions, increasing
the 2011 amounts owed by £1,390k

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

19 Provisions for habilities

Atl Unused At 31

January and Profit and Notional December

2012 reversed  loss charge interest Utilised Transfers 2012

(restated)

£000 £000 £000 £000 £000 £000 £000
Sales contract loss provision 53,771 (9,468) - 2,636 (1,617 - 45,322
Renegotiation provision 26,644 - - - - - 26,644
Restructunng costs {1) 46,986 {3,132) 58,547 - (25,188) (11,382) 65,831
Purchase contract loss provision 178,385 - 1,600 - (178,385} - 1,600
European capacity contract provision 111,500 - B 3,841 {22,797y - 92,544
Deferred tax (11) (note 8) - - 10,180 - - (6.539) 3641
Other 7405 (1,941) 1,816 - (1,658) - 5,612
424,691 (14,541) 72,143 6,477 {229,645) (17.921) 241,204

(1) Included in the brought forward restructuring provision 1s a restatement of (£479k) as a result of the change i accounting policy m respect of defined benefit
pensions During 2012 £11 382k was trensferred from restructunng provisions to pension liabilities i respect of changes to employee pension benefits

(1) Excluding deferred tax on pension asset (see note 20) Duning 2012 £6 539 was tmnsferred from debtors in respect of the 201 | deferred 1ax asset,

Sales contract loss provision
The sales contract loss provision represents the net present cost, using a nisk free discount rate, of expected losses on oncrous 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 is expected to be utilised by the end of 2015

Renegotiation provision
In previous years, the Group renegotiated certain long-term take-or-pay contracts which would have resulted 1n commitments to pay for gas

that would be mn excess of requirements and/or at pnces above likely market rates The provision represents the net present cost of estumated
payments due to supphers as consideration for the renegotiations, based on the reserves 1n a group of third-party fields The closing balance
15 expected to be utihsed in 2016
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19 Provisions for habilitres (continued)

Restructuring costs

The brought forward provision represents business restructuring costs m relation to a contract terminatton and associated transition of
activities to other thard party suppliers of £20,100k and a restructuning provision relating to staft reducuons following a Centnca plc Group-
wide cost reduction programme of £26,886k An exceptional charge of £57,583k 1n respect of further cost reduction programmes and £964k
in respect of a contract termination was recogmsed during the year, both of which are expected to take one year to complete  This
exceptional charge 1s offset by £3,132k restructuring provision release

Purchase contract loss provision

The brought forward purchase contract loss provision relates to onerous gas storage contracts and onerous power station tolhing agreements
between the Company and other group undertakings both have been utilised dunng the year A charge of £1,600k during the year relates to
an onerous gas storage contract which 1s expected to be utihsed dunng 2013

European onerous capacity contract provision

Following the Group’s decision to wathdraw from Eurcpe in 2011 the Group recognised a provision relating to a number of European gas
transportation capacity contracts During the year £22,797k was utilised and £3,841k notional interest was charged The remainder of the
provision ts expected to be utihised by 2018

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

20 Pensions

The accounting policy in respect of defined benefit pension schemes has been changed n the year (see note 1) Comparatives have been restated
accordingly

(a) Summary of main schemes

The Company’s employees participate in the following defined benefit penston schemes  Centnca Pension Plan (CPP), Centrica Pension Schetne
(CPS), Centnca Engmeers Pension Scheme (CEPS) and Centnca Unfimded Pension Scheme [its employees also participate in the defined
contributton section of the Centnca Penston Scheme  Information on these schemes 1s provided m notes 29 and $6 of the Centrica plc 2012 Annual
Report and Accounts

The CPP, CPS and CEPS torm the majonity of the Company’s defined benefit obhigation and are referred to below and 1n the Centnea ple 2012
Annual Report and Accounts as the ‘Registered Pension Schemes’

{b) Curtailment gains

Dunng 2011, Centnea plk announced changes to the terms of the finat salary sections of the CEPS and the CPP Further detmls are provided 1n
Note 29 to the Centnea plc 2012 Annual Report and Accounts The total gains of £333 mulhon have been apportioned to the Company n
proportion to ordmary employer contributions in the pnor accounting year  Thus results in a gain of £93,734k in the Company’s restated profit and
loss account.

(¢) Accounting assumptions
The accounting assumptions for the Registered Pension Schemes are provided m note 29 of the Centrica ple 2012 Annual Report and Accounts

(d) Movement wn the year

2012 2012 2011 2011
Pension Pension Pension Pension
liabilities assets habilities assets
(restated) {restated)
£000 £000 £000 £000
I January {1,439,983) 1,572,487 (1,520,991) 1,473,210
Items included m the Prefit and Loss account
Current service cost (23,181) - (32,181} -
Loss on curtailment (L)) - (499) .
Exceptional gain on curtailment - - 63,734 -
Interest on scheme Liabilities (77,37) - (87,077) -
Expected retum on scheme assets - 94,011 - 96,340
Other movements
Actuanal (loss} / gam (291,984) 173,182 76,215 (6,949)
Employer contributions - 83,066 - 41,181
Plan participants’ contributions {7,617 7,617 (7,944) 7,944
Benefits paid from schemes 55,839 (55,839) 39,239 (39,239)
Transfers from provisions for habilities {11,382) - (479) -
31 December (1,795,683) 1,874,524 (1,439,983) 1,572,487
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20 Pensions {continued)

(d) Movement in the year (contmucd)

2012 2011
(restated)
£000 £000
Net pension surplus 78,841 132,504
Related deferred tax hability (18,133) (33,126)
Net penston surplus after deferred tax 60,708 99,378
Presented i the balance sheet as

Defined benefit pension assets 62,579 99,378
Defined benefit pension habilities {1,871) -
60,708 99,378

(e) Analysis of the actuanal (losses) / gains recogmsed in the Statement of Total Recogmised Gans and Losses

2012 201
(restated)
£000 £000
Actuanal gain/(1oss) (actual retum less expected return on penston scheme assets) 173,182 (6,949)
Expenence gain ansing on the scheme liabilities 10,810 12,929
Changes n assumptions underlying the present value of the scheme habilities (302,794) 63,286
Actuanal (loss)/gain 1o be recognised 1n the Statement of Total Recogmsed Gains and Losses (1) (118,802) 69,266
Cumulative actuanial gans recogmised 1n reserves at 1 January (1) 69,266 -
Cumulative actuanal (losses)/gans recogmsed in reserves at 31 December (1) 3495536! 69,266

(1) Before adjustment for taxation.

(f) Pension scheme contributions

Note 29 to the Centnca ple 2012 Annual Report and Accounts provides details of the trienmal review carmed out at 31 March 2012 in respect
of the UK Registered Pension Schemes and the asset-backed contnibution arrangement set up on 31 December 2012 Dunng the year the
Group made a £37 million deficit payment and a contribution of £84 nullion via the asset-backed contnbution arangement of which the
Company's share was £13,075k and £35,808k respectively Under FRS 17, Retirement Benefits, the Company's contribution and trustee
interest 1n the Scottish Limited Pantnership are recognised as scheme assets  The Company estimates that it will pay £28,385k of employer
contnbutions during 2013 at an average rate of 21% of penstonable pay

(g) Pension scheme assets

2012 2011
(restated)
In £ milhions £m £m
UK equities 322 400
Non-UK equities 1,522 1,311
Nixed-interest bonds 1,411 1,369
Inflatton-linked assets 997 1,040
High-yield debt 324 292
Diversified asset funds 246 -
Property 204 163
Cash pending mvestment 12 36
Asset backed contribution assets 84 -
Group pension scheme assets (1) 5,122 4,611
2012 2011
{restated)
£m £m
Company share of above (in £ millions} 1,875 1,572
Expected long-term rate of return on assets per annum 56% 6 0%

{1) Total pension schemes assets for the UK pension schemes

The basis for determmimung the overall expected rate of return on assets 15 explamed 1n note 29 of the Centnica ple 2012 Annual Report and
Accounts
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20 Pensions (continued)

(h) Histones 2012 2011
{restated)
£000 £000
History of surplus
Plan assets 1,874,524 1,572,487
Defined benefit obligations (1,795,683) {1,439,983)
Penston surplus 78,841 132,504
Dhfference between the expected and actual return on scheme assets 173,182 (6,949)
Experience gains on scheme habilities 10,810 12,929

21 Called up share capital

2012 201
£000 £000
Issued, allotted and fully paid
800,000,100 ordinary shares of £1 each (2011 800,000,100 ordinary shares of £1 each) 800,000 800,000

22 Share based payments

(2) Summary of principal share-based payment plans and movements in the number of shares and options outstanding

Employee share schemes are designed to encourage participants to align therr objectives with those of sharcholders The Company
participates n seven employee share schemes which gave nse to a charge of £11,940k (2011 £14,584k) which represents 2 0% (2011 2 5%)
of employee costs (excluding exceptronal pensions curtaihment gain in 2011)  Over 75% of this share-based payment charge arose from
three schemes Sharesave, Deferred and Matching Share Scheme ( DMSS’) and the Share Award Scheme (‘SAS”)

Share Award Scheme (*SAS")

Under the SAS, allocations of shares in Centrica plc are made to selected employees at middle management levels, based on
recommendation by the Chief Executive and the Group Human Resources Dhrector There 1s no contractual ehgibility for SAS and each
year’s award 15 made independently from previous awards Allocations are subject to no performance conditions and vest uncond ihonaliy
subject to continued employment within the Group (except where pennitted by the rules of the scheme) i two stages — half of the award
vesting afier two years, the other half vesting afier 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 durmg the vesting penod The fwr value 1s therefore considered to be the market
value at date of grant

Sharesave

Under Sharesave, the Group Board may grant options over shares in Centnica ple to all UK -based employees of the Group To date, the
Board has approved the grant of options with a fixed exercise pnice equal to 80% of the average market price of the shares for the three days
prior to mvitation which 1s three to four weeks prior to the grant date Employees pay a fixed amount from salary into a savings account each
month, and may elect to save over three and/or five years At the end of the savings penod, employees have six months 1in which to exercise
thewr options using the funds saved If employees decide not to exercise their options, they may withdraw the funds saved, and the options
expire six months after matunty Exercise of options 1s subject to continued employment within the Group (except where permutted by the
rules of the scheme)

Deferred and Matching Share Scheme (*DMSS?)

Awards under the DMSS are generally reserved for employees within the senior executive group Under normal conditions the grant date ot
the scheme 1s the first day of each bonus year This s followed by a vesting penod 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 comprises three separate
elements

a)  Deferred shares

The scheme automatically requires participants to defer between 20% and 40% of their annual pre-tax bonus into the scheme The shares are
held m wust over the three-year performance peniod, dunng which time they cannot be withdrawn An employee who leaves pnior to the
vesting date will forfeit their nght to the shares (except where permitted by the rules of the scheme) All shares held in trust wall be eligible to
recerve dividends

b) Investment shares

The scheme allows participants to elect to mvest an addinonal antount of thewr annual bonus nto the scheme up to a maximum of 50% of
their total potential bonus for the year This 50% limit mcludes the pre-tax amount automatically deferved 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 prior to the vesting date
will retan their invesument shares
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22 Share based payments (continued)

Deferred and Matching Share Scheme (DMSS) {continued)

¢) Matching shares

Deferred and investment shares will be matched with conditional matching shares, which will be released upon the achievement, over a
three-year performance peniod, of Group, and where apphicable, segment economic profit performance targets Group economuc profit 1s
calculated by taking adjusted Group operating profit after tax and subtracting a charge for capital 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 61 to
75 of the Centnca ple 2012 Annual Report and Accounts  The likelthood of achieving the performance conditions 1s taken nto account 1n
calculating the number of awards expected to vest  Estimates are made v year one and revised in subsequent years  An employee who
leaves pror to the vesting date will forfert their nght to the shares (except where permutted by the rules of the scheme)

23 Reserves
2012 2012 2012 2011
Share premium Profit and loss (restated} ()
account account Total Total
£000 £000 £000 £000
At 1 January as previously reported 447,162 1,821,072 2,268,234 1,178,676
Pror year adjustment (1) - 98,467 98,467 (35,575)
I January 447,162 1,919,539 2,366,701 1,143,101
Profit for the financial year - 688,810 688,810 1,957,047
Dividends paid - - - (800,000)
Employee share option schemes - value of
services provided - 12,145 12,145 14,605
Actuanal (losses)/gains net of taxation - (90,092} (50,092) 51,948
At 31 December 447,162 2,530,402 2,977,564 2,366,701
The profit and loss account can be further analysed as follows
Capital
contnbution Total profit and
reserve Other loss account
£000 £000 £000
At 1 January as previously reported 77,093 1,743,979 1,821,072
Prior year adjustment (1) - 98,467 98,467
Profit for the financial year - 638,810 688,810
Employee share option schemes - value of services provided 12,145 - 12,145
Actuanal losses net of taxation - {90,092} {90,092)
At 3} December 2012 89,238 2,441,164 2,530,402

The capital contnbution reserve relates to amounts ansmg on the 1ssue of share options to employees

(1) Restated for the change (i accounting policy in respect of defined benefit pensions which reduced opening reserves as at | January 2011 by £35 575k increased
profit after tax for the year ended 31 December 2011 by £82 094k and increased actuanal gains net of taxation for the year ended 31 December 2011 by £51 948k

24 Reconcibhation of movements in sharcholder’s funds

At 1 January as previously reported
Prior year adjustment

1 January (1)

Profit for the ﬁnam:la]'year (1}

Dividends paid (1)

Employee share option schemes - value of services provided
Actuanal (losses)/garns net of taxatron

At 31 December

2012 2011
(restated) (1}
£000 £000
3,068,234 1,978,676
98,467 (35,575}
3,166,701 1,943,101
688,810 1,957,047
- (800,000}
12,145 14,605
(90,092) 51,948
3,777.564 3,166,701

{1) Referto nete 23 (1)
{1} No dividends were pand duning 2012 (2011 £800 000k intenim dividend was pard on 28 September 201 1)
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25 Commutments and contingencies

2012 2011
£000 £000
a) Comnutments in relation to the acquisition of intangible assets
Renewable obligation certificates 2,159,492 2,150,801
Carben emissions certificates 17,882 6,109
Certified emussion reduction certificates 20,729 56,311
Other 13,872 14,362
2,211,975 2,227,583
2012 2011
(restated) (1)
£000 £060
b) Commutments in relation to other contracts
Transportation capactty (1) 334,238 344,574
LNG capacity 843,995 843,840
Levy exemption certificates 76,241 78,418
Customer loyalty points scheme (1) 51,480 67,680
Qutsourcing of services (1) 22,647 23,169
Other (1} 8,224 2,815
1,336,825 1,360,496

{1) Transportanion capacity commutments have been restated to exclude European Gas Supply commetmemts as these amounts are included in provisions for
habthties (see note 19) Comrmuiments 1n relation to other contracts have been restated to exclude obligattons i respect of Carbon Erussion Reduction Target
measures (CERTs) and Community Energy Saving Programme incasures (CESPs) as provision for these amounts 1s included within accruals (see note 18)
Customer loyalty ponts scheme and outsourcing of services have been restaied to exclude amounts that were not Bntish Gas Tradung Limuted contractual
CONMILIENIS

¢) Lease commitments
At 31 December 2012, the Company had annual commitments under non-cancellable operating leases for plant, equipment and vehwcles
expiring as follows

2012 2011
£000 £000

Within one year 666 547
Between two and five years 4,200 7,897
Afier five years - -
4,866 8,444

Included within operating leases expinng between two and five years are annual commitments of £1,622k (2011 £rul) which are due to
Centrica Finance (UK} Limited

d) Guarantees and indemmnities

In connection with the Centnica plc group's energy trading, transpertation and upstream activities, certain Centnica plc group companies,
mcluding Briish Gas Trading Lirmited, have entered nto contracts under which they may be required 1o prepay, provide credit support or
other collateral in the event of a sigmficant detenoration 1n creditworthiness  The extent of credit support s contingent upon the balance
owing to the third party at the point of detenoration In connection with Centrica ple group's corporate activities, certamn Centrica ple group
companies, ncluding Briush Gas Trading Lumited, have entered nto contracts under which they recognise their support for certain secunty
obhgations granted to third parties
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25 Commutments and contingencies (continued)

€) Commodity purchase contracts
The Centnca ple group procures commodities through a muxture of production from gas fields, power stations, wind farms and procurement
contracts

Procurement contracts include short-term forward market purchases of gas and electncity at fixed and floating pnees  They also include gas
and clectnicity contracts indexed to market pnces and long-term gas contracts with non-gas mdexatton  Further information about the
Centrica plc group’s procurement sirategy 1s contaned 1n note 33 of the Centrica ple 2012 Annual Report and Accounts

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

2012 2011
£000 £000

Within one year 7,571,883 7,603,900
Between one and five years 20,156,154 22,531,879
After five years 21,415971 23,226,288
49,144,008 53,362,067

The Company has commodity purchase commitments with other Centrica group compantes which are not included 1n the above numbers

The total volume of gas to be taken under certamn long-term structured contracts depends on a number of factors, including the actual reserves
of gas that are eventually determined to be extractable on an economic basis  The commitments disclosed above are based on the mmimum
quantittes of gas that the Centnca Group 15 contracted to buy at estimated future prices  Contractual commitments which are subject to
fulfilment of conditions precedent are excluded

26 Financial instruments

Certam procurement contracts and sales contracts constitute dervative financial msttuments  These contracts are accounted for under the
accrual method Amounts payable or receivable m respect of these denvatives are recognised within cost of sales {for procurement
contracts) and revenue {for sales contracts) Changes n the denvatives' fair value are not recognised until maturity

In accerdance with para 37 of Schedule | SI 2008/410 of the Companics Act 2006 the fair values of the Company s denvative financial
mstruments are analysed below These amounts are not ncluded m the Balance Sheet as the Company has not adopted FRS26 “Financial
[nstruments Recogmition and Measurement”

2012 2011
£000 £000
Financial mstruments held for trading

Energy denvauves - assets 394,360 529,024
Energy denvatives - habihities (453,449) (976,487)
Energy foreign exchange swaps - assets 13,536 15,268
Energy foretgn exchange swaps - liabihities (30,344) (12,234)
(75,897) (444,429)

27 Weather hedge

The Company has a weather index call option with British Gas Services Limuted  Durng 2012 the Company received an annual premum of
£2,200k and an amount of £2,900k was paid oul under the optton to British Gas Services Limited, resulting in a net pay out of £760k (2011
An annual premium of £2,200k was received and no amounts were paid out under the option) This agreement expires on 30 November
2013
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28 Related parties
Duning the year, the Company entered into arm s length ransactions with the following related parties

Windfarm jount ventures Nuclear associates
Barrow Offshore Wind Limned EDF Energy Nuclear Generation Limited
Braes of Doune Wind Farm (Scotland) Lumited Bnush Energy Trading and Sales Limited

Glens of Foudland Wind Farm Limited
Inner Dowsing Wind Farmn Lumited
Lynn Wind Farm Limited

These transactions and associated balances are as follows

2012 2012 2011 2011
Wind farm Nuclear Wind farm Nuclear
jount ventures associates Joint ventures associates
£000 £'000 £000 £000
Power sales - 145,182 - 266,137
Sales - other - 11,884 - 12,294
Purchase of power, ROCs and LECs (77.862) - {91,634) -
Purchase of power - (580,908) - (516,665)
Purchases - other - (16,800) - -
Amounts owed by refated parties - 8,351 - 19,305
Amounts owed to related parties (21,782) (73,052) (24,246) (64,676}

The terms of the outstandmg balances related to trade recevables from related parties are typacally 30 to 120 days The balances are
unsecured and will be settled m cash

No provision for bad or doubtful debts owed by related parties was required (2011 ml)

29 Post balance sheet events

Dunng 2013 Batish Gas Trading Limited (the ‘buyer') signed revised tolling contracts effecuve from 1 January 2013 to acquire the capacity
from six CCGT fleet of Power Stations (the generators’) owned by Centrica ple group compamies, which updated the basis of the pricing
mechamism  Under the tolling agreements the generator will make available the generating capacity and shall deliver electncity i
accordance wath the buyer’s instructions  The updated pncmg mechanism revises the calculation of the tolling fee from a cost plus basis to a
market Iinked price

30 Ultimate parent undertalung
The immediate parent undertaking 1s GB Gas Holdings Limtted, a company registered in England and Wales

The ultimate parent underiaking and controlhng party 1s Centnica plc, a company registered in England and Wales, which 1s the only

company to mclude these financal statements mn 1ts consolidated statements Copies of the Centnca plc consohdated financial statements
may be obtarmned from www centnca com

_29.




