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British Gas Trading Limited

Directors' Report for the Year Ended 31 December 2009

The Directors present their annual report and the audited financial statements of Briush Gas Trading Ltmuted (the * Cornpany ) for the year ended 31
December 2009

Principal activities
The pnncipal activities of the Company are maximising value from the long term gas and power procurement contracts and the provision of gas and
electncity to homes and businesses in the Umted Kingdom

Review of business and future developments

The downstream business has been restructured in 2009 bninging together the residential and business teams to focus on meeting the energy requrements of
our customers, improving efficiency and the overall customer expenence The Company now works closely with Brinsh Gas Services Limited to deepen the
custemer relationship by combining energy and services products nto a single customer offenng These changes will continue duting 2010 and wall posiion
the Company well for turther growth through improved customer retention cross selling and development of new energy related products An exceptional
cost i relation 1o this restructunng has been recogrmsed 1n 2009 and a further exceptional charpge 15 expected 1 2010

Strong growth in the market place more than offsets losses in the legacy dustnal and gas supply contracts which have reduced from prior years and are
expected fo continue to reduce as some of the contracts expire durmg 2010

On 25 February 2009 a long term gas sales contract with Deutsche Bank was terminated by mutual agreement The termination fee of £139 200k has been
recogrused as an exceptional item within cost of sales, this 15 offset by the release of the brought forward sales contract loss provision for the Deutsche Bank
contract of £51,000k {see note 17)

Addittonally, on 1 October 2009 an onerpus contract provision was recognised for a gas procurement contract for which a two-year notice had been served to
termunate, resulting 1n exceptional charges of £199,240k

The financial position of the Company 1s presented 1n the balance sheet on page 8 Shareholder's funds at 31 Decernber 2009 were £1 407 573k (2008
£927,702k)  Included within amounts owed to group undertakings 15 £541,993k (2008 £1 114 836k) that 15 due 10 Centnca plc  The amount payable 15
unsecured nterest free and techmically repayable on demand  Centnica ple have confirmed that they intend 1o provide financial support to the Company to
ensure that 1t 1s able to meet its hablities as they fall due for the foreseeable future In particular, the amounts owed to group undertakings will not be repaid
fo Centnica plc for the foreseeable future unless sufficient financial resources and faciliies are available to the Company

The Company has taken advantage of the provisions of the Compamies Act 2006 (the ‘Act’) to abolish the requirement to have an authortsed share capetal A
Special Resolution was passed by the Company s sole member an 21 December 2009 1o delete all provisions of the Company s Memorandum of Association
which by virtue of section 28 of the Act were treated as provisions of the Company’s Aruicles of Association and then by adopting new Arucles of
Association

Results and dividends
The profit on ordinary activities afier taxation for the year ended 31 December 2009 15 £467 692Kk (2008 loss £(145,6303k) The Dhrectors do not recommend
payment of a final dvidend (2008 £mil) duning the year

Principal risks and uncertainties and financial risk management

The key nisks and uncertainties of the Company are the global economic downturn, demand reduction and exposure to movements in commodtly prices
From the perspective of the Company the pnincipal nsks and uncertainties are tntegrated with the principal nsks of the Centnica ple group (“the Group"} and
are not managed separately Accordingly the pnncipal nsks and uncertamtzes of the Group which mclude those of the Company are discussed on pages 29-
34 of the 2009 Annual Report and Accounts of the Group which does not form part of this repont

The Drrectors have established objectives and policies for managing financial nsks to enable the Company to aclueve its long term shareholder value growth
targets within a prudent nsk management framework  These objectives and policies are regularly reviewed

Exposure to commodity pnice nisk, counterparty credit nsk and hquidity nsk anses in the normal course of the Company s business and 15 managed within
parameters set by the Directors  An energy management teaen manages energy market pnce and volumetric nsks

The most sigmificant financial nsk facing the Company relates to commodity pnices in partrcular for gas and electneity  Commodity price nisk anses as a
result of contracted or forecast retail sales of gas and electneity not being fully matched by procurement contracts with equivalent volumes, ime periods and
prnamng The nsk 1s primanly that market pnces for commodities will 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 potentially reducing expected margms The Company's policy 1s to hedge a proportton of the exposure
for a number of years ahead matched to the underlying profiles of our customer energy requirernents

Certain procurement contracts and sales contracts consttute denvative financial instruments The fawr values of these contracts are subject to change
resulting from changes i 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 i advance of delivery Refer to note 23 for details
+

Counlerparty credit exposures are momitared by mdividual counterparty and by category of credit raung, and are subject to approved himuts  Exposure to
credit nsk anses 11 the normal course of operations as a result of the potential for a customer defaulting on their payable balance [n the case of business
customers credit nsk 1s managed by cheching a company’s creditworthiness and financial strength both before commencing to trade and dunng a business
relationshep  For residential customers, creditworthiness ts ascertained normally before commencing to trade by reviewng an appropriate mux of mtermal and
external information  Ageing of debtors s momtored and used to manage the exposure to credit sk 2009 saw an economic downtum that was longer and
deeper than previous recessions and there 1s the potential for a double-dip recession. As a result the Company expenenced increased levels of bad debts and a
reduction in demand Improved credit management and cash collection processes have helped to miigate the bad debt nsk




British Gas Trading Limited

Directors’ Report for the Year Ended 31 December 2009 (continued)

Principal nsks and uncertainties and financial risk management (continued)

Energy consumption fell dunng the perrod 2005-2009 dnven by improved energy efficiency and changing customer behaviours as a result of greater
environmental awareness, fallout from past pnice increases and the general econonuc downtumm Reduced sales of gas and electneity could have a sigruficant
impact on the Company's revenues and profits over the next decade Cash forecasts identifying the hquidity requrements of the Company are produced
periodically and reviewed to ensure there 15 sufficient financial headroom for at least a 12 month period

Key performance indicators (KP1's)

The Directors monutor performance of the mdividual business umits that constitute Brtish Gas Trading Limited  KPI's relating to these business umnits such as
the number of customer accounts, markei share consumption volumes and operating margins are included i the Centriea ple 2009 Annual Report and
Accounts on pages 11 and 12 Additionally Centnica plc group KPIs such as customer satisfacuon and employee engagement are also measured at the
Company level and these are included at group level ar the Centrica ple 2009 Annual Report and Accounts on page 9

Directors
The lollowing served as Directors dunng the year and up to the date of signing the financial statements wnless stated

P K Bentley

P Roberts (resigned 26 March 2010}
C1S8tem

M L Tumer (resigned 11 March 2010)

1 Wood

V M Hanafin

C P A Weston (resigned 5 May 2009)

C T P Jansen (apponted 6 July 2009)

A CJ Cameron (appornted 11 March 2010}
M J Rowlands (appointed 26 March 2010}

Related party transactions

The Company has taken advantage of the exemptions within FRS 8 * Related party disclosures™ from disclosure of transactions with other Centnca Group
companies Except for any related party disclosures disclosed in the Centrica ple 2009 Annual Report and Accounts, there have been no other disclosable
related party transactions during the year (2008 £mil) Key management personnel and their families purchase gas and electricity from the Company fot
domestic purposes on terms equal to these for other employees of the Group

Creditor payment policy
It 1s the Company’s policy to pay all of 11s creditors in accordance with the policies set out below Special contractal terms apply for gas and electnaty
supplies For all other trade creduors, 11 15 the Company’s policy to

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

The number of days’ purchases outsianding as at 31 December 2009 was 45 days (2008 35 days restated)

Employment policies

Dunng 2009, the Company employed an average of 10 083 people all employed in the United Kingdom (2008 9 855 people) The disclosures surrounding
the Employee Costs’ and the Average number of employees during the year’ (see note 5) relate to Centnica Group employees that work in the Bntish Gas
Trading Limited business  Not all of these employees have service contracts with Bnitish Gas Trading Limited because n some cases the contracts of
service are with other Centrica Group compamies The Directors believe that the disclosures given are the fairest representaton of the staff costs for the
business

The Company 1s comnuited to regular communication and consultation with employees through brefings meetings, ematls, information screens, annual
roadshows with seruor management a Group-wide intranet and internal magazimes and newspapers The Company aims to create an environment i which
employees are fully engaged with the business objectives The reorgamsation of the bustness that took place duning 2009 was managed sensitively and 1in
consultation with those imvolved The reorgamsation has meant some redundancies but also opportunities such as tncreased traiung and recruitment n
CUSIOmEr Service arcas

The Company 15 commutted to pursuing equality and diversity 1n all its employment activities and continues to support imtiabives to provide employment for
people from minonty groups mn the community, including people with a disability, carers and lone parents The Company 15 commutied to offering equal
opportunities to all people with disabiliies ensunng that there 15 no discnmination In recruittnent, promoton. traming, working conditions or dismissal

subyect to health and safety considerations [f employees become disabled while 1n employment the Company offers, whenever possible, appropnate support,
retraiung, equipment and facilties to enable their employment to continue

Dunng 2009 steps were taken to embed a more proactive approach to managing health and safety across the Centnea group including Bntish Gas Trading
Lemited with a particular focus on individual leadershup

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




Bnitish Gas Trading Limited

Directors’ Report for the Year Ended 31 December 2009 {continned)

Political and charitable donations
Chantable donations durng the year amounted to £3 329 223 (2008 £3,649 949) Tius included a donaton of £3,300,000 to the Bnitish Gas Energy Trust
which supports vulnerable customers (2008 £3 550 000} There were no poliical donations made during the year (2008 nil)

Directors' and officers’ hability
Durectors’ and officers’ liability insurance has been purchased by the ultimate parent company Ceninca plc and was i place throughout the year under
review The insurance does not provide cover in the event that the Director ts proved to have acted fraudulently

Post balance sheet events

A joint interest held with Briush Gas Business Services Linuted in a commencal insurance mtermediary business which traded under the name Insurance-4-
Business was seld to Xbndge Limuted on 3 February 2010 for £400,000 British Gas Trading Limited and Briish Gas Business Services Limited will have
no further involvment 1n ths particular business activity

In June 2010 the company’s uitimate parent company agreed with HM Customs and Excise a basis for closing a number of open taxation 1ssues across the
group Agreement at the entity tevel has yet to take place and 1t 1s accordingly too early to assess the extent to which the company’s taxation batances nmght
be impacted

Statement of directors’ responsibilines
The Directors are responsible for preparing the Directors’ Repont and the financial statements in accordance with applicable jaw and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors have elected to prepare the financial
statements 1n aceordance wath 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 sabisfied that they give a true and farr view of the state of affairs
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 sitable accounting policies and then apply them consistently
= make yjudgements and accounting estimates that are reasonable and prudent

« state whether apphcable UK Accounting Standards have been followed, subject to any matenal departures disclosed and explained 1n the
financial statements,

» prepare the financiad statements on the gomng concemn basis unless 1t 15 inappropniate to presume that the Company will continue tn busimess

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s ransactions and disclose with
reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financral statements comply with the Comparues
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 ather irregulanties

Disclosure of information to auditors

Each of the Directors who held office at the date of approval of this Directors” report confinm that so far as they are aware, there 1s no relevant audn
wformation of which the Company's auditors are unaware, and they have taken all the steps that they ought to have taken as a Directors in order to make
themselves aware ef any relevant audit mformation and to establish that the Company’s auditors are aware of that information

Independent auditors
Pursuant to Section 487 of the Compamtes Act 2006, the auditors will be deemed to be reappointed and PricewaterhouseCoapers LLP will therefore contunue
n office

Thus report was approved by the board on lb August 2010

Madlorsns

For and on behalf of Centnea Secretanes Limited
Company secretary

Company registered in England and Wales, number 3078711
Registered office

Mallstream

Mardenhead Road

Windsor

Berkshire SLA 5GD




British Gas Trading Limuted

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

We have audited the financial statements of Bntish Gas Trading Limited for the year ended 31 December 2009 which compnse the Profit and Loss Account,
the Balance Sheet and the related notes The financial reporting framework that has been applied 1n their preparanon 1s applicable law and Umited Kingdom
Accounting Standards (United Kangdom Generally Accepted Accounting Prachice)

Respective resp bilities of drectors and auditers

As explained more fully in the Directors’ Responsibilities Statement 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 the financial statements in accordance with applicable law
and Intemational Standards on Audiing (UK and Ireland) Those standards require us to comply wath the Auditing Practices Board's Ethical Standards for
Auditors

Thus report, including the opinions, has been prepared for and only for the Company’s members as a body n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 and for no other purpose  We do not, in giving these opinions, accept or assurne responsibility for any other purpose or to any other
persen to whom this report 15 shown or into whose hands 1t may come save where expressly agreed by our prior consent 1n writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give reasonable assurance that the financial
statements arg free from matenal misstatememt whether caused by fraud or error This includes an assessment of whether the accounting policies are
approprtate to the Company’s circumstances and have bheen consistently apphed and adequately disclosed the reasonableness of stgmficant accounnng
estimates made by the directors, and the overall presentation of the financial statements

Opimon on financial statements
In cur opinien the financial statements

« give a true and fair view of the state of the Company’s affairs as at 31 December 2009 and of its profit for the year then ended
* have been properly prepared i accordance with United Kingdom Generally Accepted Accounting Practice and
+ have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compames Act 2006
In our opmion the information given 1n the Directors” Report for the financial year for which the financial statements are prepared 18 consistent with the
financial statements

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

+ adequate accounting records have not been kept, or retumns adequate for our audit have not been receaved from branches not visited by us, or
« the financial statements are not 10 agreement with the accounting records and retums or

« certain dhsclosures of directors remuneration specified by law are not made, or

« we have not received all the information and explanations we require for our audn

Marguenta Martin (Semor Statutory A uditor)

For and on behalf of PncewatethouseCoopers LLP
Chartered Accountants and Statutory Auditors
Thames Valley Office

The Atrium

1 Harefteld Road

Uxbndge

UBS 1EX

'5( August 2010




British Gas Trading Linnted

Profit and Loss Account for the Year Ended 31 December 2009

Turnover
Cost of sales before exceptional items
Exceptional items

Cost of sales

Gross profit
Administrative expenses before exceptional 1tems
Exceptional items

Admnistrative expenses

Operating profit/(loss)

Interest recervable and stmular income

[nuerest payable and simdar charges

Profit/(loss) on ordinary activities before taxation

Tax on profit/(loss} on ordinary acuvities

Profit/(loss) for the financial year

Note

20

2009
£000

12,882,988

2008
£000

12,533 432

(10,749,576)

(287.440)

(11,037,016)

1,845972

(11 635 872)

(11635 872)

897 560

(1,260,315)

(37,680)

(1.297,995)

547977

5,483

(6,556)

546,904

(79,212)

467,692

(1 052 299)

(1.052,299)

(154 739)

17.231

(5.265)

{142 773)

(2837)

(143,630

There are no matenal differences between the profit on ordinary activities before vaxation for the financial years stated above and thewr histoncal cost

equivalents

There have been no recognised gains or losses dunng the year other than those shown in the profit and loss account and therefore no separate staterent of

total recogmsed gains and losses has been presented

All activinies relate to continuing activities




British Gas Trading Linuted (Registered No 3078711)

Balance Shect as at 31 December 2009

Fixed assets v

Intangible assets

Tangible assets

Investments - shares in subsidiary undertakings
Investments - other

Current assets

Stocks

Debtors (including £129,686k (2008 £15,904k) due after one year)
Cash at bank and 1n hand

Creditors (amourts falling due within one year)
Bormowings
Onher ereditors

Net current habilities
Total assets less current leabilities

Creditors {(amounts falling due after more than one year)
Other creditors

Provisions for habilities
Net assets

Capital and reserves
Called up share capital
Share premium account

Profit and loss account

Totat sharcholder’s funds

2009
Note £000
8 244391
9 220,795
10 1,247,162
k1 3,193
1,715,541
12 171,604
13 2,182,476
10,601
2,464,681
15 (1,873
16 (2,497,096)
(2,498,969)
(34,288)
1,681,253
16 (24,603)
17 249,077)
1,407,573
18 800,000
20 447,162
20 160,411
21 1,407,573

2008
£000

259,886
209 151
1247 162
3 068

1,719,267

155020
2,408,363
21922
2,585,305
(942)

(3,200,070)

(3.201 012)

(615 707)

1,103,560

(4264)

(171,594)

927 702

R00 000
447 162
(319.460)

927,702

The financial statemenits on pages 7 10 26 were approved and authonsed for 1ssue by the Board of Directors on %Augusl 2010 and were signed on its behalf

by

A C ] Cameron
Director

The notes on pages 9 to 26 form part of these financial staternents




British Gas Trading Limited

Nates to the Financial Statements for the Year Ended 31 December 2009

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

Basis of preparation
The financial statements have been prepared under the historical cost convention i accordance with Umted Kingdom accounuing standards and the
Comparues Act 2006

The Directors believe that the going concem basis 1s applicable for the preparation of the accounts as the ultimate parent company, Centrica ple, has
confirmed its present intention to provide financial support such that the Company 1s able to repay its habiliwes as they fall due In particular the amounts
owed to Group undertakings will not be required 1o be repaid for the foreseeable future

The Company ts a wholly owned subsidiary undertaking of GB Gas Holdings Limuted, which 1s a whelly owned subsidiary undertaking of Centnea ple  The
Company has taken advantage of the exemptions within FRS 1, "Cash flow statements” (revised 1996}, from presenting a cash flow statement withun FRS 2
"Accountung for subsidiary undentakings™ from consohidatng s subsidiary undertakings and mcorporating the results of us share of jomt ventures and
associates, and within FRS 8, "Related party disclosures”, from disclosing transactions with other wholly-owned group comparues

Turnover

Turnover represents amounts receivable for goods and services provided m the normal course of business net of trade discounts value added tax and other
sales-related taxes Tumover 15 recogmised on the basis of energy supplied during the pened Tumover includes an assessment of energy supplied to
customers between the date of the last meter reading and the year end {unread) Unread gas and electnaty 15 estimated using histoncal consumption
pattems, taking tnto account the industry reconciliation process for total gas and tota) electmcity usage by supplier and 1s included in accrued energy wcome
within debtors ~ All tumover anses in the United Kingdom

Gas purchases and gas sales entered into to optimise the performance of gas production facilities are presented net within revenue

Cost of sales
Cost of sales includes the cost of gas and clectncity purchased dunng the penod taking into account the industry reconciliation process for total gas and total
electnicity consumption by supplier and related transportation distnbution, royalty costs and bought i matenals and services

Exceptional items

The itemns that the Company separately presents as exceptional are itemns which are of a non-recumng nature and, in the judgement of the Directors, need to
be disclosed separately by virtue of their nature size or tncidence 1n erder to obtain a clear and consistent preseration of the Company 's underlying business
performance Items which may be considered exceptional in nature include disposals of businesses, business restructunngs renegotiation of sigmificant
contracts and asset wnte-downs

Employee share schemes

The Company accounts for share-based payments under FRS 20 "Share based payments” The Centrica pk group to which Bntish Gas Trading Lymited
belongs has a number of employee share schemes, detmled in the Remuneration Report on pages 45-59 and 1n note 35 of the Centnica plc 2009 Annual
Report and Accounts under which 1t makes equity-scttled share-based payments to certamn employees  Equuty-setiled share-based payments are measured at
fair value at the date of grant (excluding the effect of non market-based vesting condittons) The fair value determined at the grant date 1s expensed on a
strght-hine basis together with a comesponding increase 1n equity over the vesttng peniod, based on the Centnca plc group’s estimate of the number of
awards that will vest and adjusted for the effect of non market-based vesting conditions

Fair value 15 measured using methods appropnate 1o each of the different schemes as follows

LTIS awards up to 2005 A Black-Scholes valuation augmented by a Monte Carlo simulation to
predict the total sharcholder returmn performance

LTIS EPS awards after 2005 Market value on the date of grant

LTIS TSR awards after 2005 A Monte Carlo ssmulation to predict the total shareholder retumn
performance

Sharesave Black-Scholes

ESOS Black-Scholes using an adjusted option life assumption to reflect the

possibility of early exercise

SAS SIP, DMSS and RSS Market value on the date of grant

Foreign currencies

Monetary assets and labilities denommated n foreign currencies are translated into sterling at closing rates of exchange Exchange differences are
recogmsed through the profit and loss account Transactions i forem currenctes are translated at the rate of exchange ruling at the date of the transaction

Intangible fixed assets

Goodwill ansing on the acquisiion of a business 15 included 1n the balance sheet at cost less accumulated amertisation and any provisions for impairment

On the acqusition of a business fair values are attrnbuted Lo the assets and habihties acquired Goodwill which represents the difference between the
purchase consideration and the fair values of those net assets is capitalised and amortised on a straight line basis over a pened  which represents the
directors” estimate of uts useful economic ife Goodwall 1s being amortised over periods ranging from 15 to 20 years If an undestaking 1s subsequenily sold,
the appropnate unamorused goodwill ar goodwill written off to reserves 1s recogrused through the profit and Joss account n the penod of disposal as part of
the gain or Joss on disposal




British Gas Trading Limited

Notes to the Financial Statemnents for the Year Ended 31 December 2009 (continued)

1 Principal accounting policies (continued)

Intangible fixed asscts (continued)

Granted CO2 enussions allowances received i a period are imtizlly recogrused at nominal value (il value} Purchased CO2 emisstons allowances are
minally recogmsed at cost (purct pnce) within ntangible assets A hability 1s recogrused when the level of emissions exceed the level of allowances
granted The hability 15 measured at the cost of purchased allowances up to the level of purchased allowances held, and then at the market pnce of
allowances ruling at the balance sheet date, with movements 1n the hiability recognised 1n operating profit The intangible asset 15 surrendered at the end of
the compliance peried and written off o reflect the consumption of economic benefit As a result no amortisation 1s recorded dunng the penod

Purchased renewable obligation certificates {(ROCs) are inmmally recogmised at cost within intangible assets A hability for the renewables obligation 15
recognsed based on the level of electnesty supplied to customers, and 15 calculated 1n accordance with percentages set by the UK Government and the
renewable obligation certificate buyout price for that period The imtangble asset 15 surrendered at the end of the complianee penod and wnitten off to reflect
the consumption of econormuc benefit As a resuli no amortisation 1s recorded dunng the penod

Tangible fixed assets
Tangible fixed assets are included 1n the balance sheet at cost, less accumulated depreciation and any provisions for inpairment

In the case of investments 1n Customer Relationship Management {CRM) systems and other technology infrastructure, cost ncludes contractors’ charges,
matenals, direct labour and directly attnbutable overheads Caputalisation begins when expenditures for the asset are beang incurred and activities that are
necessary to prepare the asset for use are m progress Capitahisation ceases when substantially all the activinies that are necessary to prepare the asset for use
arc complete Depreciation commences at the point of commercial deployment

Tangible fixed assets are depreciated on a straighi-line basts at rates sufficient to wnte off the cost, less estumated residual values, of individual assets over
their estimated useful lives The deprecianon peniods for the principal categones of assets are as follows

Plamt 510 20 years
Equipment and vehicles 310 10 years

Assetimpairments

Intangible and tangible fixed assets and financial assets are reviewed for impairments 1f events or changes in cimrumstances indicate that the carrying amount
may not be recaverable When a review for impairtnent 18 conducted, the recoverable amount is the higher of fair value less costs (0 sell and value 10 use
Value 1in use 15 determined by reference to the net present value of expected future cash flows of the relevant income penerating umt or disposal value 1f
higher If an asset 1s impaired, a provision 15 made to reduce the carrying amount to its estimated recoverable amount An mmpatrment loss 15 recognised
mmmediately as an expense

Leases
Rentals under operating leases are charged to the profit and loss account on a straight-line basis in relation to the penods in whach they fall due

Investments
Fixed asset investments are included 1n the balance sheet at cost, less any provisions for impairment as necessary

Stocks

Stocks, excluding stocks of gas and o1l and capitalised CERT 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 wetghted average basis at the lower of cost and
estimated net realtsable value See also policy on Carbon Emission Reduction Target Programme below

Carbon Emission Reduction Target Programme (CERT)

UK licensed energy suppliers are set a carbon enussion reduction target by the Government which s proportional to the size of their customer base The
current CERT programme runs from Apnl 2008 to March 2011 (although the Department for the Environment and Climate Change 1s currently considenng
extending this penod to the end of December 2012) The target 15 subject to an annual adyustment throughout the programme perod to take account of
changes to a UK lheensed energy supplier's customer base Energy suppliers can meet the target through expenditure on qualifying projects which give nse to
carbon emission savings The carbon emission savings can be transferred between energy suppliers

The Company charges the costs of the programme to cost of sales and capitalises costs incurred in denving carbon savings 1n excess of the annual target as
stock which 1s valued at the lower of cost or net realisable value and which may be used to meet the carbon emissions reduction larget 1n subsequent penods
or be transferred to third parties The stock 15 included in fimshed goods and 1s camed on a weighted averagebasis The carbon emussion reduction target for
the programme period 1s aliocated to reporting penods on a strmight-hine basis as adjusted by the annual determnation process

Take-or-pay contracts
Where payments are made to extemnal supphiers under take-or-pay obhgations for gas not yet taken, they are treated as prepayments and are included within
debtors, provided they generate future economuc benefits

Pensions

The Company’s employees participate n a number of the Group's defined benefit pension schemes The Company 15 unable to 1dentify its share of the
underlymg assets and Labithutes tn the scheme on a consistent and reasonable basis and therefore accounts for the schemes as 1if they were defined
contnbutron schemes  The penston disclosures for the entire Centnca group are disclosed in note 36 to the Centnca ple 2009 Annual Report and Accounts
The charge to the Company's profit and loss account 15 equal to the contribunons payable to the schemes in the accounting penod which are based on
pension costs across the Centrica Group as a whole




British Gas Trading Limted

Notes to the Financial Statements for the Year Ended 31 December 2009 (continued)

1 Principal accounting pohicies {continued)

Provisions

Prowvisions are recogmised where the Company has a present obligation (legal or constructive) as a result of a past event that can be measured reliably, and it
18 probable that the Company will be required to settle that obligation. Provisions are measured at the Directors'’ best estimate of the expenditure required to
seltle the obligation at the balance sheet date and are discounted to present value where the effect 1s material Where discounting 1s used the increase in the
prevision due to the passage of time 15 recognised in the profit and loss account and included within interest payable and sirmular charges

Provisions for long term sales contracts
Provision 15 made for the net present cost, using a nsk free discount rate of expected losses on onerous long-tern sales contracts The proviston 1s based on
the difference between the contracted sales price and the least cost of gas available on a stacked contract by contract basts

Taxation
Current tax, including UK corporation tax 15 provided at amounts expected to be pand (or recovered) using the tax rates and laws that have been enacted or
substantively enacted by the balance sheet date

Deferred tax 1s recogmsed i respect of umeng differences that have onginated but not reversed at the balance sheet date where transactions or events that
result mn an obligation to pay more tax in the future, or a nght to pay less tax in the future, have occurred at the balance sheet date Timung differences are
differences between the Company’s taxable profits and its results as stated 1n the financial statements that arise from the inclusion of gains and losses in tax
assessments in penods different from those i which they are recognised 1n the financial statements

A deferred 1ax asset 15 regarded as recoverable and therefore recogmsed only when on the basis of all available evidence 11 can be regarded as more likely
than not that there will be surtable taxable profits in the foreseeable future from which the reversal of the underdying tming differences can be deducted

Deferred tax t$ measured at the average tax rates that are expected to apply 1n the penods in which the tming differences are expecied to reverse based on tax
rates and laws that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s measured on a non-discounted basis

Financial instruments

Certam financial mstruments are used by the Company to manage financial nsks Gans and losses are recogmsed in the profit and loss account 1n the same
penod as the income and costs of the reahised hedged transactions Outstanding contracts used to hedge agamst trachng tems which themselves will be
accounted for in a future penod, are not recogrused or are deferred until they mature and are camed forward to match against comresponding gains and losses
when they occur

Financial assets are included in the balance sheet at cost less any provistons for impairment as necessary

Ordinary shares are classified as equity Incremental costs directly attnbutable to the 1ssue of new shares are shown tn equty as a deduction from the
proceeds recerved

The Company has not adopted FRS 26 or FRS 29 in respect of the fair value of financial anstruments  In accordance with the Companies Act 2006 the farr
values of the Company's denvative financial unstruments have been analysed in note 23

Critical accounting judgements and key sources of estimation uncertainty

(i) Revenue recognition - unread gas and electricity meters

Revenue for energy supply activities includes an assessment of energy supplied to customers between the date of the last meter reading and the year end
(unread) Unread gas and electneity compnises both bitled and unbilled revenue It s esumated through the brliing systems, using histoneal consumption
patterns, on a customer by customer basis, taking into account weather patterns and the differences between actual meter reads being retumed and system
esimates Actual meter reads continue to be compared to system estimates between the balance sheet date and the finalisanion of the accounts An
assessment 15 also made of any factors that are likely to matenally affect the ulumate economic benefits which will flow o the Company ircluding bitl
cancellatien and re-bill rates To the extent that the economuc benefits are not expected to flow to the Company the value of that revenue 1s not recogntsed
The judgements applied and the assumptions underpiantng these judgements are considered to be appropnate However, a change in these assumptions
would have an impact on the amount of the revenue recognised

(u) Industry reconciliabon process - cost of sales

The industry reconcihiation process 15 required as differences anse between the esttmated quantity of gas and electricity the Company deems to have supphed
and billed customers, and the estimated quantity the mdustry system operator deems the individual suppliers including the Company, to have supplied to
customers Thus difference in estumates of deemed supply 15 referred (0 as imbalance  The reconciliation procedures can result 1n either a igher or lower
value of industry deemed supply than has been estimated as being supphed to customers by the Company, but in practice tends 10 result in a agher value of
deemed supply by the industry system operators The Company then reviews the difference to ascertain whether there 1s evidence that its estimate of
amounts supphed to customers 1s naccurate or whether the difference anses from other causes The Company's share of the resulting imbalance 15 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 setilement procedures
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Notes to the Financial Statements for the Year Ended 31 December 2009 (continued)

2 Segmental analysis

E11,131 291k (2008 £10,839,598Kk} of the Company s fumover relates to energy supply, the principal activity of the busimess Ofthus tumover £7 832,331k
(2008 £7,776,962k) relates to the supply of energy to residential customers, and £3 298 960k (2008 £3,062 636k) relates to the supply of energy to business
customers

£1 751,697k (2008 11,693 834k) of the Company’s turnover relates to whotesale and industnal gas sales  All tumover relates to the Company's activities in
the Umited Kingdom  Additional segmental analysis 1s disclosed within pages 87-93 of the Centnea ple 2009 Annual Repont and Accounts

3 Exceptionsl items

2009 2008

£000 £000

Provision for onerous gas procurement contract {1) 199,240 -
Terminatton of long term gas sales contract (1) 88,200 -
287,440 -

Restructuring costs (111) 37,680 -

325,120 -

(1) On 1 October 2009 an onerous contract provision was recogmsed for a gras procurement contract for which a two-year notice had been served to terminate
Exceptional charges of £199,240k have been incurred of which £159,155k 15 mncluded 1n provisions for other habilities and charges at the balance sheet date
(see note 17)

()} On 25 February 2009 a long term gas sales contract with Deutsche Bank was terminated by mutual agreement The temmination fee of £139 200k has
been recogmsed as an exceptional item this 1s offset by the release of a brought forward sales contract loss provision of £51,000k in respect of the Deutsche
Bank contract (see note 17)

(m) Restructunng costs have been charged as a result of the integration of the downstream businesses Of the total exceptional cost, £20 818k relates to
impairment of venous tangible assets (see note 9) and £16 862k relates te provisions for redundancy £11 646k 1s included n provisions for other liabilities
and charges at the balance sheet date (see note 17)

4 Administrative expenses
The Company s admimstrative expenses, which have been charged to the profit and loss account include

2009 2008
Note £000 £000
Amortisation ef goodwill 8 7632 7628
Impaimment of emussions allowances 4 35321 30,561
Impanment of tangible assets 3,9 20813 -
Depreciation
Owned tangble fixed assets 9 44,364 45,7139
Operating lease rentals
Plant, equipment and vehicles 3978 4216
Auditors’ remuneration
Statutory audit 948 930
Other 10 156
Loss on sale of fixed assets 43 1439

Auditors’ remuneration relates to fees for the audit of the UK GAAP statutory accourts of Bntish Gas Trading Limited and ncludes fees n relation to the
audut of the IFRS group consoldanhon schedules for the purpose of the Centnica Group audit which also contnibute to the audit of British Gas Trading
Limited

5 Directors and employees

Darectors’ emolumetits

The Directors recerved no emoluments th respect of their services to the Company as they were employed by other Centrica group comparies (2008 £ml)
The emoluments for Phil Bentley and Mark Hanafin in respect of services to the Centrica Group are disclosed 1n the Centnea ple 2009 Annual Report and
Accounts AN of the Directors, with the exception of Mark Hanafin and Meclame Rowlands, are members of the ulttmate parnt company's defined benefit
penston scheme Mark Hanafin receives a cash salary supplement in lieu of pension provision  Melame Rowlands 1s a member of the ultimate parent
company's defined contnbution scheme {Centrica Savings Plan}

2009 2008
£000 £000

Employee costs
Wages and salancs 328,647 321,296
Social secunty costs 31,788 29 565
Other pension and retirement benefits costs 131,053 821724
Executive share option scheme 413 476
Long term incentive scheme 5,240 4 470
Share incentive plan 531 422
Employee sharesave scheme 2,018 2770
Share award scheme 1,568 970
Deferred and matching share scheme 2,409 2074
503,664 444 767
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Notes to the Fi ial Stat ts for the Year Ended 31 December 2009 (continued)

5 Dhrectors and employees (continued)

Average number of employees during the year

The average monthly number of employees, all employed in the Umited Kingdom, dunng the year was 10 088 compared to 9 855 for 2008 All employees

were adminustrauve and sales staff

The disclosures surrounding the Employee costs and the * Average number of employees duning the year” include all Centnica Group employees that work in
the British Gas Tradmyg Limuted business  Not all of these employees have service contracts with Bntish Gas Trading Limuted because 1n some cases the
contrzcts of service are with other Centnca Group comparies  The Directoss believe that the disclosures given are the fairest representation of the number of

people working 1n the business

6 Net interest

Interest recervable and similar income
Notional mtesest ansing on discounted items
Other interest recetvable

Interest pavable and similar charges
Interest payable on bank loans and overdrafls
Notional interest ansing on discounted items
Other interest payable

Net interest (payable)/receivable

7 Tax on profit/(toss} on ordinary activities

(a) Analysis of tax charge in the period
The tax charge compnses
Current tax

Unnted Kingdom corporatton tax at 28% (2008 28 5%)
Adjustments in respect of prior years

Total current tax

Deferred tax

Effect of change to DT rate™
Ongination and reversal of ttmung differences
Adjustments in respect of prior years

Total tax on profit/(loss} on ordinary activities

(b} Factors affecting the tax charge for the period

2009
£000

515
4,968
5,483

4)
(5,547)
(1,005)
{6,556)

(1,013)

2009
£000

75,666
8,354

84,020

(4,468)
(340)

79,212

2008
£000

1382
15,849
17.231

{4,700)
(565)
(5.265)

11.966

2008
£000

434)

4 34]

2525
(4 009)

2 857

The tax assessed for the year differs from that calculated at the standard rate of corporation tax n the UK (28%3) The differences are explained below

Profit/(loss) on ordmary activities before tax

Tax on profit on ordinary activities at standard UK corporation tax

rate of 28% (2008 28 5 %)

Effects of

Expenses not deductible for tax purposes

Uthsation of timing differences

Capital allowances m excess of depreciation

UK UK transfer pncing adjustments

Group rehief for ml consideration

Adjustments fo tax charge in respect of previous pertods

Current tax charge for the period

2009
£000

546,904

153,133

(229
3,981
(1,961)
(7,970)
(76,288)
8,334

84,020

2008
£000

(142,773)

{40 690}

65,120
3111
(3 703)
{19,497)

4,341

The Standard rate of Corperation Tax in the UK changed from 30% to 28% wath effect from | Apnl 2008 Accordingly the company’s profits for 2008 were

taxed at an effective rate of 28 5% and the profits for 2009 are taxed at 28%
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Nates to the Financial St. for the Year Ended 31 December 2009 (continued)

8 Intangible assets

Cost

1 January 2009
Additions

Disposals

At 31 December 2009

Accumulated amortisation

1 January 2009

Impairment recogmsed tn income (1) (note 4)
Charge for the year {note 4)

Dhsposals

At 31 December 2009

Net book value
At 31 December 2009
At 31 December 2008

Emission

allowances

and

rencwable

obhgation

Goodwill certificates

£000 £000
125,274 202,730
- 298,690

- (300,597)
125,274 200,823

(37,557 (30,561)

- (35,321)

(7,632) -

- 29,365

(45,189) (36,517)
80,085 164,306
87,717 172,169

Total
£000

328,004

298,690
(300,597)

326,097

(68,118}
(35,321)
(1,632)

29,365
(81,706)

244,391
259 884

(1) A £35 3 mullion (2008 £30 6 million) impaimment of ermissions allowances was recogmsed within cost of sales to reflect a reduction 1n fair value (less
costs to sell) as a result of a decrease 1n market pnices This was offsel by a reduction 1n the obligation related to emission allowances of £35 3 mullion (2008

£30 million} to give a net effect on the profit and loss account of £ml (2008 £(0 6) mllion)

Goodwill arose as a result of the following acquisitons

Year of
acquisihion

Trade and assets of Enron Direct 2001
Gas customers and gas supply agreements from Total Fina EIf 2005
Trade and assets of Electncity Dhrect 2005
Gas customers and gas supply agreements from Total Fina EIf 2006

Econorme
life

15
20
15
20

Onginal
cost
£000
56,962
8,746
24,903
34 663

125274

Carrying
amount
£000
26,266
6,960
18262
28 597
80,085
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Notes to the Financial Statements for the Year Ended 31 December 2009 (continued)

9 Tangible assets

Cost

1 January 2009
Addinens
Disposals

At 31 December 2009
Accumutated depreciation
1 January 2009

Impaiment {notes 3 & 4)
Charge for the year {note 4)
Dhsposals

At 31 December 2009

Net book value
At 31 December 2009

At 31 December 2008

10 Investments - shares in subsidiary undertakings

Cost and net book value

At 31 December 2008 and at 31 December 2009

Software Plant,

equipment

and vehicles

£000 £000

493 355 145033
76,107 1181
{720) {4,881)
568,742 141,333
(329 837) (99,400)
{20,600} (218)
(32,715} (11 649)
600 4539
(382,552) (106,728)
186,190 34,605
165518 45 633

At 31 December 2009 the Company had interests in the 1ssued share capital of the subsidiary undertakings hsted below

Subsidiary undertaking

Business

Country of
incorporation

Proportion of nominal value of
shares held

Hydrocarbon Resources Limited
Electnicity Direct (UK) Lamuted

Gas Production
Dormant

Umted Kingdom
United Kingdom

100%
100%

Income from fixed asset iInvestmenis

No dividends were recerved duning the year (2008 £ml)

11 Investments - other

At | January
Additions
At 31 December

2009
£000

3,068
125

3,193

Total

£000

638 388
77 288
(5 601)
710,075
(429 237)
(20 318}

(44.364)
5,139

(489,280)

220,795

209 151

£000

1,247§l62

2008
£000

1804
1264
3 068

Dunng 2009 the Company continued to mvest in a carbon fund and managed account which 158 managed through a closed-end Iimited partnership called

Chmate Change Capital
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Notes to the Financial Stat ts for the Year Ended 31 December 2009 (continued)

12 Stocks
2009 2008
£000 £000
CGas 1n storage 50,857 75,818
Cther raw matenals and consumables 8,780 10,394
Fimished goods for resale 111,967 68 808
G 55020
13 Debtors
2009 2009 2008 2008
Within one After more Within one After more
year  than one year year than one year
£000 £000 £000 £000
Trade deblors 841,205 - 865,882 -
Accrued energy income 1,077,716 - 1277931 -
Amounts owed by group undertakings 68,182 - 12,581 i
Deferred tax (note 14) 1813 15,588 802 12,791
Corperation tax - - 75,659 -
Other debtors 127,150 - 125,07 -
Prepayments and other accrued income 35,724 114,098 34 533 -
2!l52!790 ]29& 2 392,459 15904
Total due within one year and due afier one year 2,282,476 2 408 363
T e

Included within amounts owed by group undertakings within one year 1s £55 0m {2008 £ml) that 15 due from Centnea (Home & Wren) Limited, £2 6m
(2008 £mil} that 1s due from Goldfish One Limitied, £0 4m (2008 £nil) that 15 due from Centnca Offshore UK Limited, £4 6 mitlion (2008 £4 0 mullion)
that 15 due from Centrica Resources Linmted £ml (2008 £1 8 milhon) that 15 due from Centnica (BOW) Lirmted £0 1 mullion (2008 £0 1 mullion) that 1s due
from Centnica Energie GmbH, £1 ¢ mutllion (2008 £1 0 nullion} that 15 due from Centnica Resources (Egypt) Limited, £1 1 million (2008 £3 7 mullion) that
15 due from Centnica Resources (Nigena) Limited £1 6 million (2008 £1 6 mullion) that 1s due from Centrica Resources (Norge) AS £1 8 million that 15 due
from GB Gas Holdings Limited (2008 £ml mullion) and £l mellion (2008 £0 4 mullion} that 1s due from Selar Technologes Instaliations Limited These
amounts recesvable are unsecured interest free and repayable withun one year In 2008 included in amounts owed by group undertakings after more than one
year was £3 1 muflion that was due from Centrica Resources Limited and this amount recervable was unsecured and interest free

14 Deferred taxation

AtlJan  Profit and loss At 31 Dec
2009  charge! (credit) 2009
£000 £000 £000
Deferred corperation 1ax
- accelerated captal allowances (4 363) 1722 2,641)
- other tumung differences (9,230) (6 530) (15,760)
{13,593} {4 808) (18.401)
Deferred tax assets at 28% (2008 28%) comprise Amounts recogntsed
2000 2008
£000 £000
Deferred corporation tax
- accelerated capital allowances 2,641 4363
- other uming differences 15,760 9,230
18401 13 593
There are no amounts of deferred tax unrecogrsed (2008 nil)
15 Borrowings
2009 2008
Witln one Withun one
year year
£000 £000
Bank loans and overdrafls 1,873 942

The Company s bank overdraft at the year end 15 unsecured and represents items in the process of bemng cleared by the bank Centrica ple s treasury
department pools funds daily and via intercompany accounts resets the Company’s balance at the bank to £ml  All interest charges payable on the bank

overdraft dunng the pertod are bome by the parent undertaking
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16 Other creditors

2009 2009 2008 2008
Within one After more Within one After more
year  than one year year than one year
£000 £000 £000 £000
Trade creditors 552,381 - 932 184 -
Amounts owed to group undertakings 594,283 - 1397022 -
Taxaton and social securety 73,818 - 30477 -
Other crediters 216,966 21,285 531,495 -

Accruals and deferred income
Transportation 71,185 - 55674 -
Other accruals and deferred income 288,463 3,318 253018 4264
2,497,096 24,603 3,200,070 4.264

Certamn reclassifications have been made in the 2008 comparatives between trade creditors, ether accruals and transponation aceruals with a net £ml impact

Included within amounts owed to group undertakings 1s £542 ¢ million (2008 £1,114 8 milhon) that 15 due to Centnca ple  The amount payable 1s
unsecured mterest free and techmeally repayable on demand However Centnica plc have conflirmed that they intend to provide financial support to the
Company to ensure that it 15 able 1o meet 1ts habilities as they Fall due for the foreseeable future In particular the amounts owed to group undertakings wiil
not be repard 1o Centrica ple for the foreseeable future unless sufficient financial resources and facilities are available to the Company

Included within amounts owed to group undertakings 15 £11 7 mullion (2008 £98 0 millon) that 15 due to Hydrocarbon Resources Limited £0 1 million
(2008 £142 7 mullion) that 15 due to Accord Energy Limited, £3 5 million (2008 £3 4 mullion) that 1s due to Centrica Storage Lmted, £18 3 million (2008
£16 8 mllion) that 1s due to Centrica SHB Limuted £2 1 million (2008 £5 0 muilion) that 1s due to Centnca KL Limited, £1 3 million (2008 £0 4 rillion)
that 15 due to Centrica Bngg Limited, £2 § mullion (2008 £0 6 mullion) that 1s due to Centrica RPS Limited £1 6 milliop (2008 £1 % mulhion) that 15 due to
Centrica Barry Linmited, £4 2 milhon (2008 £12 1 mullion) that 15 due to Centrica KPS Limited £0 8 mullion (2008 £mil mullion) that 15 due to Centrica PB
Limuted, £3 2 million that 1s due to Venture North Sea Gas Limited (2008 £ml) and £3 0 mullion (2008 £1 2 million) that 15 due to Brnihish Gas Direct
Employment Limited These amounts are due within one year are unsecured and mnterest free

17 Provisions for Labilitles

At 1 Jan 2009 Unused and Profit and loss Notional Utilised At 31 Dec
reversed charge/ Interest 2009
(credit)

£000 £000 £000 £000 £000 £000
Sales contract loss provision 140 061 {51 000) (4,956) 5,100 (46,282) 42,923
Renegotiation provision 26 644 - - - - 26,644
Restructuring costs 362 - 16 839 - (5 555) 11,646
Purchase contract loss provision - - 199,240 - (40 085) 159,155
Other 4,527 (500) 4682 - - 8,709
175 594 (51,500) 215 305 5,100 (91 921 249,077

Sales contract loss provision

The sales contract loss provision represents the net present cost using a risk free discount rate of expected losses on onerous long-term sales contracts based
on the difference between contracted sales prices and the least cost of gas available on a stacked, contract by contract basis The closing balance 1s expected
to be utilised by 2015 The £51 000k shown as unused relates to the termmnation of the Deutsche Bank contract as explamned i note 3

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 1n
excess of requirements and/or al pnces above likely market rates The provision represents the net present cost of estimated payments due to suppliers as
consideration for the renegotiattons, based on the reserves in a group of therd-party fields The closing balance 1s expected 1o be part-unihised 1n 2012 and part
uthsed in 2016

Restructuring costs

The brought forward provision represents business restructuning costs and mainly relates to staff redundancies The £16,862 charged in the year relates to the
mtegration of the downstream businesses as explained 1n note 3, offset by a £23k credit 1n relation to brought forward restructuning costs The closing
balance 15 mainly expected to be unhised dunng 2010

Purchase contract loss previston
The purchase contract loss provision relates to an onerous gas procurement contract as explamed in note 3 Thus provision 15 expected to be unlised over the
penod to termination in October 2011

Other
The brought forward provision relates to employer’s national insurance charges expected to anse at exercise dates on employee share schemes  The amounts
charged tn the year pnmanly relate to legal clains and the trming of when these might be settled 1s currently uncertan
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18 Called up share capital

2009 2008
£000 £000
Authorised
Nil ordinary shares of £1 each (2008 1,800 000 100 ordinary shares of £1 cach) - 1 800,000
Allotted and fully paid
800,000 100 ordinary shares of £1 each 800,000 800 000

The Company has taken advantage of the provisions of the Compames Act 2006 (the ‘Act’} to abolish the requirement to have anauthonsed share capital A
Special Resolution was passed by the Company s sole member on 21 December 2009 to delete all provisions of the Company’s Memorandum of Association
which by virtue of section 28 of the Act, were treated as provisions of the Company’s Articles of Association and then by adopting new Articles of
Associalion

19 Share-based payments

Employee share schemes are designed to encourage participants to align their objectives with those of shareholders Centnca operates nine matn employee
share schemes — the Deferred and Matching Share Scheme (DMSS), the Executive Share Option Scheme (ESOS) the Long Term Incentive Scheme (LTIS)
Sharesave, the Share Award Scheme {SAS) the Restncted Share Scheme (RSS), the Share Incentive Plan (SIP), the Direct Energy Employee Share Purchase
Plan (ESPP} (no Bntish Gas Trading Limuted employees are eligible to participate in this scheme only Centnca employees in North Amenca) and the
Deferred Bonus Plan 2009 (DBP) These are descnbed 1n the Remuneration report on pages 45-59 of the Centnca plc 2009 Annual Report and Accounts
There were no other share based payment tansactions during the penod

On 15 December 2008 Centrica plc raised proceeds of £2 2 tilhon, net of 1ssue costs of £65 milhion, through s Rights Issue as explained in notes 30 and 32
to the Centnica ple 2009 Annual Report and Accounts The number of shares allocated to employees under the Group’s share schemes has been adjusted to
reflect the bonus element of the Rights Issue The terms of the Group s employee share schemes were adjusted such that participants of the various plans
were no better or worse off as a result of the Rights Issue Consequently, no additional expense was or will be recognesed as a result of changes to the
Group's employee share schemes Details of the adjustments made to the terms of the Group’s employee share schemes as a result of the Rights Issue, are
provided in sections {b) and {c) below

{a) Summary of share-based payment plans and movements in the number of shares and options outstanding

DMSS

Awards under the DMSS are generally reserved for employees within the semoer executive group The scheme operates over a four-year vesting pertod Under
normal conditions the grant date of the scheme 1s the first day of each bonus year This 1s followed by a vesting pentod of four years betng the bonus year
plus a three-year performance penod The fair value of the awand reflects the market value of the shares at the grant date The scheme compnses three
separable elements

{1) Deferred shares

The scherme requires participants to defer between 20% and 40% (2008 20%) of their annual pre-tax bonus mto the scheme The shares are held 1n trust over
the three-year performance pertod, dunng which time they cannot be withdrawn An employee who leaves pnor to the vesting date walt forfeit their nght to
the shares (except where permutted by the rules of the scheme) All shares held i trust will be ehigable to receive dividends The number of shares deferred 1s
estimated from the pamicipant’s maxtmurm bonus and the hkelihood of benus payout in the bonus year Subsequent revisions are made based on the actual
bonus paid 1n the year

{ii) Investment shares

The scheme allows participants to elect to tnvest an additional amount of their annual bonus inte the scheme up to a maxirmum of 50% of their total potential
after-1ax bonus for the year This 50% himit includes the amount automatically deferred each year pre-tax The number of shares invested 1s estimated based
on the maximum bonus i1n year one The shares may be funded derectly from the employee {or through a release of the employes’s LTIS shares at the Group's
discretion) and thus the shares do not attract an IFRS 2 charge Subsequent to the bonus year the shares are held in trust over the three-year performance
pered and will vest unconditionally Partictpants can withdraw the mnvestment shares unconditionally at any point throughout the vesung period, although
the refated matching shares will be forfeued The shares are ehmble to receive dividends

(i) 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 penod, of three-year cumulative Group econonue profit performance targets Group economuc profit 15 calculated by taking Group operating
profit before exceptional items and certain re-measurements after tax and subtracting a charge for capitat employed based on the Group s weighted average
cost of capital The number of matchung shares that will vest wilt be detenmined on a straight-line basis from 2 zere match for no growth 1 economic profit
up to a two-times match for growth of 25% or more The number of 1nvestment matching shares, subject to the performance conditions, 15 grossed up to
reflect the impact of tax and National Insurance The number of matching shares released following the satisfaction of the performance conditions will be
increased to reflect the dividends that would have been paid dunng the three-year performance peniod The hkelihood of achieving the performance
condiltons 1s tzken imto account 1n calculating the number of awards expected to vest Estimates are made in year one and revised in subsequent years

An employee who leaves prior to the vesting date will forfest their nght to the shares {except where permutied by the rules of the scheme)

The number of shares onginally granted and fair value allocated are esimated en the grant date and then adjusted following the announcement of the actual
annual performance bonus and subsequent investment by partrcipants Details of the faw values of awards pranted and related assumptions are included n
section (¢} below
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19 Share-based payments (continued)

DMSS (continued)
A reconciliation of movements 1n allocations of deferred and matching shares actually made 1s shown below

2009 2008

Number Number (1)

Outstanding at start of penod 1,545,051 1 139,563
Granted 1,651,973 653,313
Forfeited (219,488) (62 934)
Transfer from/(to) group compames 189,277 {184,897)
Outstanding at end of period 3,166,813 1 545,051

Exercisable at end of penod - -

(1) Movements o allocations prior to 14 November 2008 have been adjusted to reflect the bonus element of the Rights Issue Details of the Rights Issue
are provided above

There were no shares released during the pened or in 2008

ESOS

Under the ESOS, the Board may grant options over shares in Centnca ple to employees of the Group Opnions are granted with a fixed exercise price equal to
the market pnce of the shares at the legal date of grant which approximates or 1s the same as, the grant date for accounting purposes Awards under the
ESCS are generally reserved for employees within the senior executive group Options granted under the ESOS will become exercisable tn full en the third
anmversary of the date of grant, subject to the growth in earmings per share over that period exceeding RPI growth by 18% or more The number of options
becomung exercisable 1s determined on a straight-line basts between 40% and 100% 1f FPS growth exceeds RPI growth by between 9% and 18% The
exercise of options 1s subject to continued employment within the Group (except where permutted by the rules of the scheme) Performance conditions are
non-market based and therefore not included 1n the fair value calculations Early exercise has been taken into account by estunatng the expected hife of the
options

Details of the fair values of awards granted and related assumpitons are mcluded in section (b) below

A reconcihation of option movements is as follows

2009 2008

Weighted Weighted

average average

exercise exercise

price price {1}

Number £ Number {1} £

Qutstanding at start of penod 6,255,879 205 7 285,951 207
Exercised (63,199) 199 (1179 351) 194
Forfeited (186,364) 254 (338 936) 222
Transfer from other Group companies 336,011 205 488,215 207
Outstanding at end of penod 6,342,327 206 6255 879 205
Exercisable at end of penod 6,342327 206 4,600,079 188

(1) Movements in allocations pror to 14 November 2008 and the corresponding weighted average exerrise pnce have been adjusted 1o refiect the bonus
element of the Righis Issue Details of the Rights Issue are provided above

For optionss outstanding at the end of the period the range of exercise pnces and average remaiming Life was as follows

2009 2008

Avemge

Average remaining

remaining Weighted contractual

Range of contractuzl Range of average hife
exercise  Weighted average Number of life exercise exercise price Number of Years
prices (1) exercise price shares Years prces (1) (n) shates (1) Restated
£1.30-£1 3% £1.31 1,042,267 32 £1 30-£1 39 £131 1042 267 42
£1 90-£1 99 £199 800,526 42 £1 90-£1 99 £199 863,725 52
£2 00-£2 09 £202 1,067,142 41 £2 00-£2 09 £203 2067,142 51
£210-£2 19 £214 471,297 14 £2 10-£2 19 £2 14 477297 24
£2 20-£2 29 £2124 122,848 57 £2 20-£229 £223 122,848 67
£2 50-£2 59 £2 54 1,832,247 67 £2 50-£2 59 £2 54 1,682,600 73
£2 06 6,342,327 46 £2 05 6,255 879 54

(1) Exercise pnces and the number of shares in each range have been adjusted to reflect the bonus element of the Raghts Issue Detanls of the Reghts Jssue
are provided above

For options exercised dunng the peniod, the weighted average share price was £2 57 (2008 £2 76) The 2008 share price was adjusted to reflect the bonus
element of the Rights Issue
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19 Share-based payments (continued)

LTIS

Under the LTIS allocations of shares m Centrica ple are generally reserved for employees at semor management level The number of shares to be reteased
10 participants 1s caleilated subject to the Group’s total shareholder return (TSR) and EPS growth dunng the three years following the grant date Shares are
released to participants unmediately following the end of the penod in which performance 15 d, however rel of shares 1g subject 10 continued
employment within the Group at the date of release {except where permutted by the rules of the scheme) The vesting of half of each award 1s made on the
basis of TSR performance For this half of the award the calculation of TSR performance ts compared with the TSR of other shares 1n the FTSE 100

Allocations are valued using a Monte Carto simulauon model  The number of shares released 1s determned on a straight-line basis between 25% and 100%
If Centrica’s TSR 1s ranked between 50th and 20th The vesting of the remaming half of awards 1s dependent on EPS growth This 1s considered a non-
market condition under IFRS 2 Additional shares for both TSR and EPS portions are awarded or a cash payment 1s made to reflect divedends that would
have been paid on the allocations during the performance pertod The fair value of the awards 1s therefore considered to be the market value at the grant date
The hikelihood of achieving the performance condifions 1s taken 1nto account in calculaung the number of awards expected to vest Details of the far values
of awards granted and related assumptions are included 1n section (c) below

A reconeiliation of movements 1o allocanons 15 as follows

2009 2008

Number Number (1)

Outstanding at start of penod 8,077874 7 920,284
Granted 5,158,472 3 964.266
Exercised (2,554,265) (1,203 874)
Forfeited - performance related (397.682) (1,042 232)
Forfeited — non performance related (971,405) (496,402)
Transfer from/(to) other Group compames 1,013,875 {1064 168)
Qutstanding at end of penied 10,326,869 8077874
Vested at end of period 4,899,461 -

(1) Movements 1n allocations pnor to 14 November 2008 have been adjusted to reflect the bonus element of the Rights Issue Details of the Rights Issue
are provided above

For shares released duning the penod, the weighted average share pnce was £2 30 (2008 £2 72) The 2008 share pnice was adjusted to reflect the bonus
element of the Rights Tssue

Sharesave

Under Sharesave, the Board may grant options over shares in Centnca ple to UK-based employees of the Group To date, the Board has approved the grant of
optiens with a fixed exercise pnice equal to 80% of the average market pnce of the shares for the three days pnor to invitation which 15 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 or five years At the
end of the savings period employees have six months 1 which to exercise their options using the funds saved If employees decide not to exermse their
optiens, they may withdraw the funds saved and the options expire Exercise of options 1s subject to continued employment within the Group (except where
pernutted by the rules of the scheme) Details of the fair values of awards granted and related assumptions are meluded (n section (b) befow A reconciliation
of movements 1n allocations 18 as follows

2009 2008

Weighted

Weighted average

average exercise prce

Number exercise price Number (1} (0}

Qutstanding at start of penod 9,048,646 £220 12,067,154 £138
Granted 6,795,396 £194 3876,571 £227
Exercised (2,090,278) £200 (7,357 766) £112
Forfeited (2,153,532) £228 (1 715 371) £177
Expired (115,980) £190 (14,593) £128
Transfer from other Group companies 156,899 £220 2192 651 £1358
Outstanding 2t end of pertod 11,641,151 £208 9 048 646 £222
Exercisable at end of penod 220335 £197 83,989 £115

(1) Movements 1n allocations prior to 14 November 2008 and the corresponding weighted average exercise price have been adjusted to reflect the bonus
element of the Rights Issue Details of the Rights Issue are provided above

i)
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19 Share-based payments (continyed)

Sharesave (continued)
For options outstanding at the end of the penod, the range of exercise pnces and the average remaining life was as follows

2004 2008
Average Average
remaining Weighted remaintng
Range of contractual Range of average contractual
exercise Weighted average  Number of hfe eXErcISe prces  exercise price Number of life
prices (1) exercise price shares Years {1 (1) shares (1) Years
£0 90-£0 99 - - - £0 %0-£099 £0 95 60,976 -
£1 50-£1 59 - - - £1 50-£159 - - .
£1 60-£1 69 £1 66 644,120 02 £1 60-£1 69 £166 1,090 718 09
£1 70-£179 - - - £170-£179 - - -
£1 90-£1 99 £194 6,460,741 31 - - - -
£2 10-£2 1% £212 622,063 11 £210-£219 £2 12 2417.697 23
£2 20-£2 29 £217 2,485,625 21 £2 20-£2 29 £2 27 3543914 43
£2 50-£2 59 £2 59 1,428,602 09 £2 50-£2 59 £2 59 1935,341 312
£2 08 11,641,151 24 £2 32 9 048 646 31

(1) Exerctse pnces and the number of shares 1n each range have been adjusted 1o reflect the bonus element of the Rights Issue Details of the Rights Issue
are provided above

For options exerctsed duning the peniod the weighted average share price at the date of exercise was £2 36 (2008 £2 64) The 2008 share price was adjusted
to reflect the bonus element of the Rights Issue

SAS

Under the $SAS allocations of shares 1n Centnica pic are made to selected employees at imddle management levels, based on rcommendation by the Chief
Executive and the Group Director, Human Resources There 1s no contractual elygibility for SAS and each year s award 1s made mdependently from previous
awards Allocations are subject 10 no performance conditions and vest unconditionally subject to continued employment with the Group (except where
permatted by the rules of the scheme) in two stages — half of the award vesting afler two years, the other half vesting after three years On vesting, additional
shares or a cash payment are made to reflect dividends that would have been paid on the allocanons dunng the vesting penod The far value 1s therefore
considered 1o be the market value at date of grant Details of the fair values of awards granted and related assumptions are included in section {c) below A
reconcibiation of movements in the allocations 15 as follows

2009 2008

Number Number {1}

Qutstanding at start of period 1,084,447 814397
Granted 1,363,360 431,784
Exercised (442,343) (235 459)
Forfeited {99,682) (28 466)
Transfer from other Group companies 243810 102,141
Qutstanding at end of penod 2,149,592 1 084 447

Vested at end of penod - -

(1) Movements in allocations prior to 14 November 2008 have been adjusted to reflect the bonus element of the Rights Issue Details of the Rights Issue
are provided abave

For shares released during the pertod, the weighted average share price at the date of release was £2 31 (2008 £271) The 2008 share price was adjusted to
reflect the bonus efement of the Raghts Issue

21
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19 Share-based payments (continued)

RSS

Awards under the RSS are normally reserved for certain selected key employees at sentor management levels, based on recommendation by the Chief
Executive and the Group Director, Human Resources Neither the Executive Directors nor the next tier of executive management are ehigible to participate

There 15 ne contractual ehgibility for RSS and each year’s award 1s made independently from previous awards Allocations are subject to no performance
condittons and vest unconditionally subject to continued employment wathin the Group (except where permmitied by the rules of the scheme) 1n one or two
stages dependent on the individual awards On vesting, addinonal shares are awarded or a cash payment 15 made to reflect dividends that would have been
paid on the allocations duning the vesting penod The fair value ts therefore considered to be the market value at date of grant

Detals of the fair values of awards granted and related assumptions are included 1n section (¢} below

A reconciliation of movements i the allocauons 1s as follows

2009 2008

Number Number (1)

Outstanding at start of period 312,607 221,467
Granted - 99 845
Exercised (59,708) {6.321)
Forfened - (2,382)

Transfer to other Group companies (91,172) (2)
QOutstandiny at end of pened 161,727 312,607

Exercisable at end of penod - -

(1) Movements 1n allocations prior to 14 November 2008 have been adjusted to reflect the bonus element of the Rights Issue Details of the Rights Issue
are provided above

For shares released durmg the pernod, the weighted average share price at the date of release was £2 35 (2008 £2 69) The 2008 share prnice was adjusted to
reflect the honus element of the Rights Issue

sIp

Under SIP, employees in the UK may purchase partnership shares’ through monthly salary deductions Cenirica plc then awards one ‘matching share’ for
every two partnership shares purchased up (0 a maximum of 22 matching shares per employee per month (increased m 2009 from 20 to 22 maitching shares
1o reflect the bonus element of the Rights Issue) Both partnership shares and matcheng shares are held in a trust Partnership shares may be withdrawn at any
ume, however matching shares are forfented 1f the related partnership shares are withdrawn within three years from the onginal purchase date Matching
shares vest unconditionally for employees after being held for three years in the trust Vesting of matchiny shares 15 also subject to continued employment
within the Group (except where permutted by the rules of the scheme) Matching shares are valued at the market prnice at the grant date Detatls of the far
values of awards granted and related assumptions are ncluded 1n section (¢} below

A reconciliation of matching shares held 1 trust 1s as follows

2009 2008

Restated

Number Nuinber (1)

Unvested at start of penod 360,064 426,388
Granted 257,280 167 858
Shares sold and trensferred out of the plan - (152 323)
Forfeted (25,813) (81 859)
Unvested at end of pertod 591,531 360 064

Amounts n 2008 have been restated to include only unvested matching shares and to comrect allocation of shares between other subsidhianes which was not
previously available

(1)  Movements in allocations prior to 14 November 2008 have been adjusied to reflect the bonus element of the Rughts Issue Details of the Rights Issue
are provided above

For shares released during the penod the weighted average share price at the date of retease was £2 52 (2008 £2 77} The 2008 share price was adjusted to
reflect the bonus element of the Rights Issue
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19 Share-based payments (continued)

{b} Fair values and associated detatls of options granted
Sharesave ESOS

2009 2008 2009 2008
Number of options eriginally granted — adjusted for Raghts Issue 6,795,396 3876 571 - -
Weighted average fair value a1 gran1 date adjusted for Rights [ssue® 04 £064 - £060
Weighted average share price a1 grant date adjusted for Rights Issue " £230 £271 £0 00 £291
Weiglted average exercise prece adjusted for Rights Issue ™ £194 £227 £000 £256
Expected volatlity "7 29% 23% 0% 23%
Contractual option life 4 3 years 4 2 years - 10 years
Expected hfe 4 3 years 3 % years - 5 years
Vesting penod 4 years 3 9 years - -
Expected dividend yield 500% 3 50% 0% 4 20%
Risk-free interest rate ™ 243% 407% 0% 4 30%
Expected forfertures 3% 30% 0% [
(c) Fair values and associated details of shares granted
2009 DMSS LTiS SAS RSS SIP
::r;?:;‘:fl:::(y) rstruments at grant date adjusted 1,651,973 5,158,472 1,363,360 ; 257,280
Weighted average fair value at prant date adjusted for
Rights Issue £2 81 £1 68 £222 £0 00 £245
Expected performance lapses 0% n/a n/a n'a n/a
Contractual option hie 4 years 3 years 25 years na n/a
Expected hife n/a 3 years n/a n's n/a
Vesting period 4 years 3 years 25 years - 3 years
Expected volatility n/a 31% /a n/a nia
Expected forfenures 25% 25% 20% 0% 0%
Rusk-free rate n/a 220% n/a n/a n/a
Average volatility of FTSE 100 nfa 31% nia n/a o/a
Average cross-correlation of FTSE 100™ n/a 40% n'a n/a n/a
2008 DMSS LTIS SAS RSS SIP
Number of equuty instruments at grant date adjusted
for Rights Tssue © 650,339 3 964,266 431,784 99,845 167,858
RWl:Lg;uI:st:::i;-age fair value at grant date adjusted for 263 £196 27 £247 269
Expected performance lapses % a n'a nfa na
Contractual option hife 4 years 3 years 2 6 years 3 years n‘a
Expected Life na 3 years n/a na na
Vesting penod 4 years 3 years 2 6 years 3 years 3 years
Expected volatthty na 22% n/a Wa n/a
Expected forfeitures 25% 25% 2% 25% 0%
Risk-free rate na 402% Wa B/ na
Avenage volatility of FTSE 100 na 2% na nfa na
Average cross-correlation of FTSE 100 na 30% n/a wa na

(1) For options granted prior to 14 November 2008, amounts have been adjusted to 1ake account of the benus element of the Rights Issue Details of the
Raghts [ssue are provided above

() The expected volatihity 1s based on nstorical volaulity over the last three years

(1) The nsk-free rate of return 15 the y1eld on zero-coupon UK government bonds of a term consistent with the expected option hfe

(v} The cross-comelation of the FTSE 100 has been obtaned from a model which calculates the correlation between Centnea's histoncatl share pnce and
each of the remaining FTSE 100 compantes over the penod commensurate with the performance period of the awards

pal




British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2009 (continued)

20 Reserves

At 1 January 2009

Profit for the financial year

Employee share option schemes
Value of services provided

At 31 December 2009

‘The profit and loss account can be further analysed

At 1 January 2009

Profit for the financial year

Employee share option schemes
Value of services provided

At 31 December 2009

as follows

Share

premium

account
£000

447,162

44151 62
Capatal
contribution

reserve Other
£000 £000

34,074 (353,534)
- 467,692

12,179 -

46,253 114,158

The capital contribution reserve relates to amounts ansing on the 1ssue of share options to employees

21 Reconcihation of mevements in shareholder's funds

At | January

Profit/(loss) for the financial year

Employee share option schemes
Valuye of services provided

At 31 December

22 Commitments and contingencies

a) Commutments in relation to the acquisition of intangible assets

Renewable obligation certtficates
Carben emissions certificates

Certified emussion reduction certificates
Other

b) Commitments in relation to other contracts

Transportation capacity

LNG capacity

Carbon etmission reductton target measures
Outsourcing of services

Other

24

2009
£000

927,702
467,692

12,179
1,407,573

2009
£000

1,446,169
326,498
109,570

8,815

1,891,052

e,

2009
£000

624395
673,795
59,650
8,413

50,543
1,416,7%

Profit and
loss account
£000

(319,460)
467,692

12179
160,411

Profit and
loss account
£000

(319 460)
467,692

12179

160=4ll

2008
£000

1 060 849
(145,630}

12,483
927 702

2008
£000

1,057 716
398999
139,013

5000

1 600 728

2008
£000

762357
782,725
65 625
21.276
70,879

1 702 862
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22 Comrtments and contingencies (continued)

¢) Lease commitments
At 31 December 2009, the company had annual commitments under non-cancellable operating leases for

plant equipment and vehicles expinng as follows 2009 2008
£000 £000

Withun one year 715 631
Between two and five years 100 4623
— 5254

d) Pensions
The majonty of the Company’s UK employees as at 3| December 2009 were members of the three main schemes 1in the Centnca ple Group the Centrica
Penstan Scheme, Cemnca Management Pension Scheme and Centrica Unapproved Pension Scheme

(R

These are defined benefit schemes and thewr assets are held in separate trustee adminustered funds  However, it ts not possible on a r and ¢ tent
basts to identify the Company's share of the underlying assets and habilines withuin these schemes and therefore, as allowed within FRS 17 these schemes
have been treated as defined contribution schemes The aggregate contnbutions to the schemes dunng the year were £1311 milion (2008 £82 7 multion)
The amount outstandtng at the balance sheet date was £nil (2008 £n1]) The latest actuanal valuation of the schemes updated for the purpeses of FRS 17
show a total deficit of £398 million (£286 million deficit net of deferred tax) (2008 (restated) £121 mulhion deficit (£88 mmllon deficit net of deferred tax))
These pension schemes are included on a consohdated basis within the group accounts of Centnca ple as prepared under 1FRS

The habilities under the pension schemes will be paid out over an extended pernod The Cormpany 1s contnibuting to the penston fund on the basis of
actuarial advice as to the amounts required to meet these liabilities in full This actuanal advice (s based on funding valuations carrzed out at least trenmally
the last of which was as at 31 March 2009

e) Guarantees and indemmbties

In connection with the Centnica ple group's energy trading  tmansportation and upstream activities, certam Centnica ple group compames, includmg Briush
Gas Trading Limited, have entered into contracts under which they may be required to prepay or provide credit support or other collateral in the event of a
significant detenoration 1n creditworthuness  The extent of credit support 1s contingent upon the balance owing to the therd party at the point of detenoranton
In connection with Centrica ple group's corporate activities certain Centrica ple group compames mcluding Bntish Gas Trading Limiuted, have entered into
contracts under which they recognise their support for certain secunity obligations granted to third parties

f} Commeod:ty purchase confracts
The Centnca ple group procures gas and electneity through a muxture of production from Centrica-owned gas fields and power stations and external
procurement contracts

Procurement contracts include short-term forward market purchases of gas and electncity at fixed and floating prices They also include gas contracts
indexed to market pnces and long-term gas contracts with non-gas indexation  Further informauon about the Centnica ple group s procurement strategy 1s
contatned 1n note 39 of the Centrica ple 2009 Annual Repon and Accounts

Commodity purchase commiments are estinated on an undiscounted basis, as follows (excluding contracts with other Centrica group companies)

2009 2008

£000 £000

Withuin one year 8,509,208 12 446,797
Between one and five years 17,869,716 21 747 645
After five years 6,560,144 9922257
32,939,068 44 116 699

The total volume of gas to be taken under certain long-term structured contracts depends on a number of factors including the actual reserves of gas that are
eventually determimed to be extractable on an economic basts The resulting monetary commalment 1s based on the mimmum quantities of gas that the
Centnca Group 1s contracted to pay at estmated future prices Contractual commitments whuch are subject to fulfilment of conditions precedent are
excluded
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23 Financial instruments

Centain procurement contracts and sales contracts constitute denvatve financial nstruments  These contracts are accounted for under the accrual methed
Amounts payable or recervable 1n respect of these denvatives are recogmsed within cost of sales (for procurement contracts) and revenue {for sales
contracts) Changes in the denvatives' fair vatue are not recogmsed uniul maturety

1n accordance with para 37 of Schedule 1 51 2008/410 of the Compames Act 2006, the fair values of the Company s denvatve financial instruments are
analysed below These amounts are not included m the Balance Sheet as the Company has not adopted FRS26 “Funancial Instruments Recognition and
Measurement”

2009 2008
£000 £000
Financial instruments held for trading

Energy dervatives - assets 561,623 1,752 410
Energy dervatives - habilities (1,806,764) (2 400 573)
Energy foretgn exchange swaps - assets 3,64 46913
Encrgy forergn exchange swaps - habilhities (11,065) (40 5564)
(1,251,572! (641 814)

24 Post balance sheet events

A joint interest held with British Gas Business Services Limited 1n a commerical insurance intermedsary business which traded under the name Insurance-4-
Business was sold to Xbndge Lunited on 3 February 2010 for £400 000 Bntish Gas Trading Limited and Bntish Gas Business Services Limited witl have
no further involvinent in this particular business aclivity

In June 2010 the company’s ulumate parent company agreed with HM Customs and Excise a basis for closing a number of open taxation 1ssues across the
group Agreement at the entity level has yet to take place and 1t 15 accordingly too early to assess the extent 1o which the company’s taxatton balances mught
be impacted

25 Ultimate parent undertaking and controlling party
The immediate parent undertaking 1s GB Gas Holdings Limited, a company registerad in England and Wales

The ultimate parent undertaking and controlling party 18 Centrica ple, a company registered in England and Wales, which s the only company to include

these financial statements in s consohdated statements Copies of the 2009 Annual report and Accounts of Centnca may be oblamed from
www centnca com or from the registered office at Milistream Maidenhead Road, Windsor Berkshire SL4 SGD
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