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British Gas Trading Limited

Strategic Report for the Year Ended 31 December 2018

The Directors presenl their Strategic Report for British Gas Trading lened (the ’Company or ‘BGTL') for the year ended
31 December 2018.

Principal activities

The principal activities of the Company are to buy, and subsequenlly sell, gas and power to its residential and business
customers. It procures the commodity required for its customers from British Gas Energy Procurement Limited (BGEPL)
under a long term contractual supply arrangement. BGEPL procures gas and power, via back lo back arrangements for the
Company, from the market and through bilateral contracts.

Review of the business :

Our UK Home business experienced continued high levels of competitive intensity and regulatory change during 2018, in
addition to periods of volatile weather condmons and commodity pnces Reflecting these factors, UK Home operalmg profit
decreased. . .

Energy account holdings reduced by- 742,000 in 2018, largely reflecting the highly competitive nature of the residential
supply market. Despite the competitive pressures, the underlying rate of losses slowed compared to 2017, with 634,000
fewer net losses dgspite two increases in the Standard Variable Tariff (SVT) compared to one in 2017. The SVT for new
customers was withdrawn at the-end of March, in line with the commitment made in November 2017, and the year ended
with 2.2 million fewer SVT accounts. For those customers who switched tariffs, 440,000 accounts were moved onto the new
safeguard- tariff for vulnerable customers, with the remainder choosing to move onto altemative fixed-term offers. The
number of fixed-term accounts remained broadly flat over the year while there were 1.0 million accounts on the newly
introduced Temporary Tariff. .

Against the competitivc backdrop, the range of offers and bundles continued to expand in response to customer demand. In
2018 new Online-Only, Tracker, Green, Electric Vehicle and Unlimited Usage ‘energy tariffs were launched and delivered,
the range of energy tariffs bundled with services and connected home offers was expanded. The British Gas Rewards
programme now has 2 million customers signed up, with enrolled customer churn around half that of comparable
non-Rewards customers. Increasingly sophisticated customer propensity and customer value modelling is also being used to
drive retention and growth within higher value segments. ) .

Delivering high levels of customer service remains a core priority and energy supply complaints fell by 1% in 2018,
remaining at low levels relative to the industry. This reflects enhancements to the customer experience, through the
redevelopment of key customer journeys through digital uansformauon the continued simplification of bills and the roli-out

of the next generation mobile app. )

UK Business operating profit increased, with higher adjusted gross margin and lower adjusted operating cost, as periods of
cold weather in Q1 2018 were managed well and there was no repeat of the QI 20]7 additional costs resultmg from
commodity volatility and energy volume settlements.

Despite a competitive backdrop, with around 95 active competitors at the end of 2018 compared to around 70 at the start of
2017, SME customer accounts increased by 6,000, or 1%, during the year. This reflects enhancements to customer offers
through both direct and broker channels, including our online-only British Gas Lite tariff which has been designed around
" the needs of the smaller SME customers. The retention and acquisition focus remains on the higher value SME segments.

Industrial & Commercial customer account holdings reduced by 10,000, or 9%, as the renewal of some low value multi-site
customers was not actively pursued, with acquisition and retention efforts focused on higher volume customers who have a .
greater propensity to take Distributed Energy & Power (DE&P) offers.

Operational performance has continued to improve resulting in better customer outcomes, with further improvements in
billing accuracy and timeliness. The volume of calls fell by 105,000, or 11%, while customer complaints fell by 72%
compared to 2017. In addition, the focus on improving our digital platform resulted in online self-service levels increasing to
51% from 44% in 2017. These enhancements are also enabling us to deliver cost efficiencies as we continue to work to
. deliver a simpler and more efficient service for customers.

Page 2



British Gas Trading Limited

Strategic Report for the Year Ended 31 December 2018 (continued)

Principal risks and uncertainties :
The pnncrpal risks and uncertainties of the Company are political and regulatory intervention, strategic growth exposure to
movements in commodity prices and credit and liquidity risks.

Changes in government and regulatory policy, specifically relating to the UK Consumer Division’s markets, could further
erode our profit margins through price caps, or through additional obligations that increase operating costs. We are active in
contributing our views on the development and regulation of the markets in which we operate. In relation to the UK energy
market specifically, we have been .in regular discussions with government, political parties and the regulator, Ofgem, to
manage the risks of any intervention. We are committed to an open, transparem and competitive UK energy market that
provides choice for consumers. .

From the perspective of the Company, the principal risks and uncertainties are iﬁlegrated with ‘those of the Centrica plc
group (the 'Group’) and are not managed separately. The principal risk and uncertainties of the Group, which include those of
the Company, are disclosed on pages 41-51 of the Group s Annual Repon and Accounts 2018, which does not form part of

this report.

Exit from the European Union

The UK referendum vote in June 2016 to leave the European Union has added to the nsks and uncertainties faced by the
Company. However, it is considered that the direct impact of these uncertainties on the Company is limited in the short-term.
Many details of the.implementation process continue 10 remain unclear. Extricating from the European Union treaties is a .
. task of immense complexity but the Company is well-positioned to manage the possible market impacts. There are also -
potential tax consequences of the withdrawal and these will continue to be reassessed at each reporting date to ensure the tax
provisions reflect the most likely outcome following the withdrawal.

Key performance mdlcators (KPIs)

Given the nature of the business, the Company’s Directors are of the opmlon that the KPIs necessary for an understanding of
the development, performance and position of the Company are primarily profit before tax and net assets. The results of the
Company are dlsclosed in the Directors’ Report on page 5.

The Directors monitor performance of the individual business units that constitute British Gas Trading Limited. KPls
relating to those business units are included in the Group's Annual Report and Accounts 2018 on pages 18-19, which does
not form part of this report.
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British Gas Trading Limited

Strategic Report for the Year Ended 31 Décember 2018 _(continued)

Future developments
The Group continues to implement the results of the 2015 slmteglc review. This implementation includes a review of how .
the Group's businiesses dre structured and may result in future -changes to underlying subsidiary busmess operations
mcludmg those of the Company N )

Approved t_)y the Board on ﬂ m . 2019 and signed on its behalf by:

VZ

By order of the Board for and on behalf of Centrica Secretaries Limited
Company Secretary

Company registered in England and Wales, No. 03078711

Registered office:

Millstream

Maidenhead Road

Windsor . .
. Berkshire ) . : : S
SL4 5GD g ’
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British Gas Trading Limited

Directors' Report for the Year Ended 31 December 2018

The Directors present their report and the audited financial statements for the year ended 31 December 2018.

a

Directors of the Company :
The Directors of the Company who 'were in omce during the year and up to the date of signing the financial statements were

as follows:
S J Buck (resigned 24 January 2018) ‘ ' g
G Barbaro - ' '
M S Hodges (resigned 28 February 2019)
R Roy
S Sambhi
C Miles .
1 E Ronald (appointed 24 January 2018)
Thé following director was appointed after the year end:
M D Kirwan (appointed 1 April 2019)

Results and dmdends
. The results of the Company are set out on page 11. The proﬁt for the financial year ended 31 December 2018 is £483 Im

(2017: £465.2m).

O'n'2l December 2018 the Company paid an interim dividend of £500. Om to its immediate parent undertaking, GB Gas
Holdings Limited (2017: £227.0m). The Directors do not recommend a final dividend payment be made in respect of the
financial year ended 31 December 2018 (2017: £nil). . ’

The financial position of the Company is presented in the Statement of Financial Position on pages 13 and 14. Total equlty at
31 December 2018 was £4,544.1m (2017 £4,440.1m).

Charitable donations ‘

During the year the Company made contributions of £7.8m (2017: £11.0m) to Lhe mdependem charity, the Brmsh Gas

Energy Trust.

Financial risk management

Objectives and policies

The Directors have established objectives and pO]lCleS for managing financial risks to enable the Company to achieve its
long-term shareholder value growth targets within a prudent risk management framework. These objectives and policies are
regularly reviewed. Exposure to commodity price risk, counterparty credit risk and liquidity risk arises in the normal course
of the Company’s business and is managed within parameters set by the Directors. An energy management team manages
energy market pnce and volumetric nsks :

Exposure in tesms of price risk, credll risk, hqmdny risk and cash ﬂow risk

The most sngmﬁcam financial risk facing the Company relates to commodity prices, in pnrt:cular for gas and electricity.
Commodity price risk arises as a result of contracted or forecast sales of gas and electricity not being fully matched by the
procurement contract with BGEPL with equivalent volumes, time periods and pricing. The risk is primarily that market
prices for commodities will move adversely between the times that sales prices are fixed or tariffs are set and the times at
which the purchase costs are fixed, thereby potentially reducing expected margins. The Group policy is to hedge a proportion
of the exposure for a number of years ahead matched to the underlying profiles of our customer energy requirements. This
‘policy. is executed by BGEPL. and reflected in the price the Company pays BGEPL for the commodity under the

procurement contract.
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'Bri_tish Gas Trading Limited

| Difgctors' Report for the Year Endéd 31 December 2018 (cont}nued)

Financial risk management (continued)

Exposure in terms of price risk, credit risk, liquidity risk and cash flow risk (continued)

. Certain procurement and sales contracts constitute derivative financial instruments. The fair values of these contracts are
subject to change resulting from changes in commodity prices, except for contracts which are indexed to the market price of
the commodity which is the subject of the contract, and for which the price is not fixed in advance of delivery. Refer to note

27 for details. . .

Credit risk is the risk of loss associated with a counterparty’s inability or failure to discharge its obligations under a coniract.
The Company continues to be vigilant in managing counterparty risks in accordance with its financial risk management
policies. In the case of business customers, credit risk is managed by checking a company’s creditworthiness and financial -
strength both before commencing to trade and during the business relationship. For residential customers, creditworthiness is
ascertained normally before commencing to trade to determine the payment mechanism required to reduce credit risk to an
acceptable level. Certain customers will only be accepted on a prepayment basis or with a security deposit. An ageing of
receivables is monitored and used to manage the exposure to credit risk associated with both business and residential
customers. In other cases, credit risk is monitored and managed by grouping customers according to method of payment or.
profile. .

Employees
Safety is the number one priority of the Group and the focus in 2018 was to continue building safety capability across the
business to keep our people and our customers safe. Thxs continues to be priority in 2019. :

The Company remains committed to employee involvement throughout the business. Employees are kept well informed of
the performance and strategy of the Group through personal briefings, regular meetings, email and broadcasts at key pomts
in the year. '

The Group’s all-employee share schemes are a long-established and successful part of our total reward package, encouraging
and supporting employee share ownership. The Group offers Sharesave, HMRC'’s Save As You Eam Scheme, and the Share
Incentive Plan (SIP) with good levels of take-up across the Company.

The Company is committed to an active equal opportunities policy from recruitment and selection, through training and
development, performance reviews and promotion to retirement. It is our policy to promote an environment free from
discrimination, harassment and victimisation, where everyone receives equal treatment regardless of gender, colour, ethnic
or national origin, disability, age, marital status, sexual orientation or religion. All decisions relating to employmenl pracuces
are objective, free from bias and based solely upon work criteria and individual merit.

It is our.policy that people with disabilities should have full and fair consideration for all vacancies. During the year, we "
continued to demonstrate our commitment to interviewing those people with disabilities who fulfil the minimum criteria, and
endeavour to retain employees in the workforce if they become disabled during employment

Future developments
Future developments are discussed in the Strategic Report on page 4.

- Events after the reporting period
There have been no significant non-adjus(mg events after the repomng period.

Gomg concern

The financial statements have been prepared on a going concern basis as Centrica pic, the ultimate parent company which
-intends to support the Company to ensure it can meet its obligations as they fall due. The Directors have received
confirmation that Centrica plc intends to support the Company for at least one year after the financial statements were
authorised for issue. o

Directors' and officers’ liability -

Directors’ and officers’ liability insurance has been purchased by the ultimate parent company, Centrica plc, and was in
place throughout the year. The insurance does not provide cover in the event that the Director is proved to have acted
fraudulently
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-~ British Gas Trading Limited
Directors' Report for the Year Ended 31 December 2018 (continued)

Statement of Directors' Responsibilities

The Directors are responsible for preparing the ‘Strategic Report, Dnreclors Report and the Financial Stalemenls in
accordance with applicable UK law 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 Statemeots in accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 101
'Reduced Disclosure Framework' (FRS 101'). 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 affairs of the Company and of the profit or loss of
the Company for that period. In preparing these Financial Statements, the Directors are required to:

+ select suitable accounting policies and then apply them consistently;

» make judgements and accounting estimates that are reasonable and prudent; ‘
+ state whether applicable United Kingdom Accounting Standards, including FRS 101, have been followed, sub_)ecl to any
material departures disclosed and explained in the Financial Statements; and

« prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that the Company will
contmue in busmess

The Directors are responsible for keepmg adequate accountmg 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 thédl 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
irregularities.

Disclosure of information to the 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 is no relevant audit information of which the Company's auditors are unaware, and they have taken all steps that they
ought to have taken as Directors to make themselves aware of any relevant audit information and to establish that the
Company's auditors are aware of that information.

Auditors
In accordance with Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and Deloitte LLP

will therefore continue in office.

Approved by the Board on 2=t duani 2019 aﬁd signed on its behalf by:

f J evror

By order of the Board for and on behalf of Cemnca Secretaries Limited
Company Secretary ) .-

Company registered in England and Wales, No. 03078711
Registered office:

Millstream

Maidenhead Road

Windsor ’

Berkshire

- SL4 5GD
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British Gas Trading Limited
" Independent Auditor's Report to the Members of British Gas Trading Limited

Report on the audit of the financial statements
Opinion ‘
In our opinion, the financial statements:

+ give atrue and fair view of the state of the Companys affairs as al 31 December 2018 and of its profit for the year then
ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounung Practice including
FRS101; and

+ have been prepared in accordance with the’ requirements of the Companies Act 2006.

We have audited the financial statements of British Gas Trading Limited which comprise:
+ the Income Statement;

- the Statement of Comprehensive Income;

» the Statement of Financial Position;

e the Statement of Changes in Equity; and

= therelated notes | to 29 .

The financial repomng framework that has been applied in their preparation is applicable law and United ngdom
Accounting Standards, including FRS 101 (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (‘ISAs (UK)’) and applicable law. Our
responsibilities under those standards are further described in the Audllor s responsibilities for lhe audit of the financial
statements section of our report. .

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities
"in accordance with these requlremenls We believe tha( the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion. .

Conclusion related to going concern .
We are required by ISAs (UK) to report in respect of the following matters where:

+ the Directors’ use of the going concern basis of accounting in the preparation of the financial slatements lS not
appropriate; or

"« the Difectors have not disclosed in the financial statements any identified material uncertainties that may cast significant’
doubt about the Company’s ability to continue to adopt the going concem basis of accounting for a penod of at least
twelve months from the date when the financial statements are authorlsed for issue

:We have nothing to report in respect of these matters.

Other information :

The Directors are responsible for the other information. The other information comprises the information included in the
‘Annual Report, other than the financial statements and our auditors' report thereon. Our opinion on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any
form of assurance conclusion thercon.

In connection with our audit of the fi nanc1al statements, our responsibility is to read the other information and, in domg S0,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work ‘we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in respect of these matters.
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British Gas Trading Limited

. Independent Audxtor s Report to the Members of British Gas Trading lelted
(continued)

Responsibilities of Directors : .

As explained more fully in the directors’ I’eSpOﬂSIbllltlES statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether

due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
‘the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements )

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors' report that includes our opinion. Reasonable assurance
is a high level of assurance, but.is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement-when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably | be expected to influence the economic decisions of users taken on the basis of
these financial statements. .

A further descnptlon of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council’s websnte at: www.frc.org. uk/audntorsresponsxbihties This description forms parl of our auditors' report.

" Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

+ the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial
statements are prepared is consnstent with the financial statements; and . :

"+ the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements

In the light of the knowledge and understandmg of the Company and its environment obtained in the course of the audit, we
have not identified any material misstatements in the Strategic Réport or the Directors Report.

Page 9’



British Gas Trading Limited

Independent Auditor's Report to the Members of Brltlsh Gas Tradlng Limited
~ (continued)

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

. (adequate accounting records have not been kept or returns adequate for our audit have not been received from branches
not visited by us; or

« the financial statements are not in agreement with the accounting records and retumns; or

«. cenain disclosures of Directors’ remuneration speciﬁed by law are not made; or

«  we have not received all the information and cxplahations we require for our aud}t.

We have nothing to report in respect of these matters.

Use of our report .
This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of thc Compames
Act 2006. Our audit work has been undertaken so that we might state to the Company’s members those matters we are
required to state to them in an auditors' report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and the Company’s members as a body, for our audit
work, for this report, or for the opinions we have formed.

Dean Cook MA FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

Hill House .

1 Little New Street

London

EC4A 3TR

United Kingdom

2:' Ju:u, 2019

Page 10



British Gas Trading Limited

Income Statement for the YearlEnded 31 December 2018 .

Note

Revenue : o - 4,
Cost of sales ' )
Gross profit

Operating costs ‘ . C 5
Exceptional items - re;trucluring costs . | : “ 7
Operatfng profit

Finance income 8
Finance cost . ’ 8
Profit befére income taxation '

Income tax expense . : o 10

Profit for the year

The above results were derived from continuing operations.

2018 2017

£m £m
87418 - 89111
_(73062). . . ... (73384)
1,435.6 - 1,572.7
(964.1) (1,047.2)
BTy . (474)
3842 478.1
280.3 2106

. (92.9) _{89.0);
5716 599.7
_..(88.5) ... ... (1345).
483.1 465.2

The notes on pages 16 to 50 form an integral part of these financial statements.
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British Gas Trading Limited

Statement of Comprehensive Income for the Year Ended 31 December 2018

2018 2017

£m £m
"Profit for the year ' . ’ .o .. .. A483.] ... 4652
Other comprehensive income . ‘
Items that will not be recycled to the Income Statement
Net actuarial gains on defined benefit pension schemes . ‘ 172.8 79.5
Taxation on net actuarial gains on defined benefit pension schemes - e »,.(-3_0.9,),;, L. (12.3),
1419 - 67.2
Items that will be or have been recycled to the Income Statement .
" Net loss.on cash flow hedges . . oL (0.9 S 3.1
Other comprehensive income net of taxation ‘ . . 141.0 64.1
" Total coxﬁprehensive income for the year ] 624.1 529.3

The notes on pages 16 to 50 form an integral part of these financial statements.
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British Gas Trading Limited

Statement of Financial Position as at 31 December 2018

Non-current assets

Property, plant and equipment

Intangible assets

Deferred tax assets \
Investments )

Trade and other r'ec‘ei'vables, and contract-related assets
Retirement benefit assets

Derivative financial instruments

Current assets : .

Trade and other receivables, and contract-related assets
Inventories

Derivative financial instruments

Current tax asset

Cash and cash equivalents

Total assets

Current liabilities .

Trade and other payables, and contract-related liabilities
Derivative financial instruments

Provisions for other liabilities and charges

Borrowings '

Non-current liabilities
Deferred tax liabilities

_Trade and other payables, and contract—related liabilities

Derivative financial instruments
Provisions for other liabilities and charges
Borrowings

- . Total liabilities

Net assets

Note

1t
12
10
13
14
2]
15

17

18 .

20

10

17
18
19
20

2017

2018
£m £m
50.5 739
-484.4 504.8
3.5 7.7
- 59.8
131.9 147.1
281.1 “111.0
. 464.5 4527
1,415.9 1,357.0
6.436.4. 6.635.4
12.0 10.3
624.1 699.5
161.5 122.7
423 393
7 276.3 7 507.2
8,692.2 8,864.2
(2,754.6) (2.950.7)
(643.6) (709.0)
(34.4) (23.0)
(51.3) (65.5),
(3 483.9) (3 748.2)
(85.5) (70.1)
(25.0) (21.6)
(469.9)- (457.9)
(17.0)° (24.9)
_(66.3) _.(101.4)
(664 2) . (675 9)
e «(4,148._1)_ L (4424.1)
4.544.1 4.,440.1

The nolés on pages 16 to 50 form an integral part of these fmancxal statements. .
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British Gas Trading Limited -
Statement of Financial Position as at 31 December 2018 .(continued)

2018 2017

' Note : “£m : £m
Equity ‘ : . . .
Share capital S 22 800.0 800.0
Share premium . , 22 447.2 447.2
Retained earnings : o A 22 3,421.6 3,438.0 .
Cash flow hedging reserve . 22 - " 0.1) 0.8
Share-based payments reserve : 22 , 831 103.8
Actuarial gains and losses reserve 2 .. Q01T . (497)
Total equity ' I : . ’ 4,544.1 T 4,440.1

The financial statements on pages 11 to 50 were approved and authorised for issue by lhe Board of Directors on
A7 R, 2019 and signed on its behalf by: .

I E Ronald
Director
Company number 03078711

The notes on pages 16 to 50 form an integral part of these financial statements.
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British Gas Trading Limited

Statement of Chhnges in Equity for the Year Ended 31 December 2018

Cash flow hedge

Share-based

* Actuarial gains

. and losses Retained
Share capital Share premium reserve  payments reserve reserve earnings Total equity
£m £m £m - £m £m £m £im
At 1 January 2018 800.0 4472 0.8 103.8 (349.6) - 3,4385 4,440.7
Profit for the year - . - - - 483.1 483.1
Other comprehensive
income/(expense) - - (0.9) - 141.9 - 141.0
Total comprehensive income/(exp - (0.9 - 1419 4831 _ 6241
Dividends - - - - - (500.0) (500.0)
Share schemes: Exercise of awards - - - (27.9) - T . (27.4)
Share schemes: Value of shares
provided - - - 6.7 . - - 6.7
At 31 December 2018 800.0 4472 (0.1) _83.1 (207.7) 3,421.6 4,544.1
) . Actuarial gains
: Cash flow hedge Share-based and losses Retained
* Share capital Share premium reserve  payments reserve reserve earnings Total equity
£m £m £m £m £m £m £m
Atl January 2017 800.0 4472 39 103.3 (416.9) 3,199.8 4,1373
Profit for the year L. - - - - 465.2 465.2
Other comprehensive
income/(expense) - - (3.1) . - 67.2 - . 64.1
Total preh p - - »(3.}) - 67.2, . 4652 529.3
Dividends - - - - - (227.0) (227.0)
Share schemes: Exercise of awards - - - (5.6) - ' - 5.6) -
Share schemes: Value of shares )
provided ) - - . - 6.1 - - 6.1
At 31 December 2017 800.0 447.2 0.8 103.8 (349.7) 3,438.0 4,440.1

The notes on pages 16 to 50 form an integral part of these financial statements,
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British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2018

General information

British Gas Trading Limited (the 'Company) is a private company hmlted by shares incorporated and domiciled in the
United Kingdom and registered in England and Wales. °

The registered office and principal place of business i is:
Millstream - :
Maidenhead Road

Windsor

Berkshire

SL4 5GD-

The nature of the Company's operations and its principal activities are set out in the Strategic Report on pages 2 to 4

Accounting po]icies

Basis of preparation

The Company is exempt by virtue of the Compames Act 2006 from the requirement to prepare group financial statements as
it’s a wholly-owned subsidiary of Centrica plc. These financial statements present information about the Company as an
individual undertaking and not about its group, and have been prepa:ed on a going concern basis, as described in the
Directors’ Repont.

On 31 December 2013, as part of a process to increase clarity and transparency in financial reporting, British Gas Trading
Limited sold the trade, net assets and certain unrealised commodity contracts (via back to back contractual arrangements)
associated with the Centrica Energy business to a new legal entity within the Group: Centrica Energy Marketing Limited
(CEML). The Company also sold the trade, net assets and unrealised commodity contracts (via back to back contractual
arrangements) associated with procuring gas and power for our residential and business customers to a new specialist energy
procurement legal entity within the Group: British Gas Energy Procurement Limited (BGEPL). These disposals completed’
on 31 December 2013. On 2 January 2015, contmumg the process to increase clarity and transparency in financial reporting,
the Company sold its remaining beneficial interest in certain contracts via back to back agreements to CEML As a result of

this sale, certain commitments, previously held by the Company, were also transferred. ’

The Company financial statements have been prepared .in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework ('FRS 101'). In preparing these financial - statements the Company applies the. recognition,
measurement and disclosure requirements of International Financial Reporting Standards as adopted by the EU (‘Adopted
IFRSs'"), but makes amendments where necessary in order to comply with Companies Act 2006 and has set out below where
‘advantage of the FRS 101 disclosure exemptions has been taken. .

From 1 January 2018, the following standards and amendments became ef‘fec(lve in the Company’s financial statements and
did not have a material impact:

«IFRS I5: 'Revenue from contracts with customers";

- IFRIC 22 'Foreign currency transactions and advance consnderatlon
*  Amendment to [FRS 2: 'Share-based payments';

. Amendﬁent to IFRS 4: 'Insurance contracts’;

* - Amendment to IAS 40: 'Inv.es'ﬁnem propeﬁy'; and

*  Annual improvements 2014- 2016 cycle.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)
{

Accounting policies (continued)

Standards and amendments that are issued but not yet applied by the Company:

The Company has not applied the following standards and amendments in the Company’s financial statements as they are
not yet effective, although they have been endorsed by the EU and will be effective 1 January 2019, unless otherwise
indicated. Their adoption'is not expected to have a material impact on the Company's financial statements:

* IFRS 16: ‘Leases’;

* IFRIC 23: 'Uncertainty over income tax treatment’;

- Amendment to IAS 28: 'Investments in associates; and
* Amendment to IFRS 9: 'Financial instruments’.

{FRS 9: 'Financial [nstruments'

The Company adopted IFRS 9: ‘Financial Instruments’ from 1 January 2018. In accordance with the transition provisidns in
the Standard, comparatives have not been restated.

Classification of financial assets i

IFRS 9 requires the use of two criteria to determine the classification of financial assets: the entity’s business model for the
financial assets and the contractual cash flow characteristics of the financial assets. The Standard goes on to identify three
categories of financial assets - amortised cost; fair value through profit or loss (FVTPL); and fau' value through other
comprehensive income (FVOCI).

Impairment

IFRS 9 mandates the use of an expected credit loss model to calculate impairment losses rather than an incurred loss model,

and therefore it is not necessary for a credit event to have occurred before credit losses are recognised. The new impairment
model applies to the Company’s financial assets and loan commitments. There was no material impact on the financial

statements.

Credit losses on financial assets are now disclosed separately on the face of the Income S(atemen( in accordance with IAS 1:
‘Presentation of financial statements’. .

Hedge accounting

The Company has not applied [FRS 9’s hedge accountmg requu'emenls and continues to account for its hedge relationships
in accordance with 1AS 39.

In these financial statements, the Company has applied the exempuons available under FRSlOI in respect of the following
disclosures: :
* the requirements of IAS 7 “Statement of Cash F lows’;
. the statement of compliance with Adopted IFRSs;
+ the effects of new but not yet effective [FRSs; )
« prior year reconciliations for property, plam and equipment and intangible assets;

» the prior year reconciliations in the number of shares outstandmg at the beginning and at the end of the year for share -

capital;

« disclosures in respect of related party transactions with ,wholly-own;d subsidiaries in a group; !

« disclosures in respect of the compensation of key management personnel; and

+ disclosures in respect of capital management.

Measurement convention - '
The financial statements have been prepared on the historical cost basis except for: investments in subsidiaries that have
been recognised at deemed cost on transition to FRS 101; derivative financial instruments, available for sale financial assets,
financial instruments designated at fair value through profit or loss on initial recognition and the Company’s share of the
assets of the Group’s defined benefit pension schemes that have been measured at fair values; the Company’s share of the .
liabilities of the Group’s defined benefit pension schemes that have been measured using the projected unit credit valuation .
method; and the carrying value of recognised assets and liabilities qualifying as hedged items in fair value hedges that have

been adjusted from cost by the changes in the fair values attributable to the risks that are being hedged. ‘
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British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Departures from requirements of Financial Reporting Standard 101 and their financial impact
The Company has used a true and fair override in respect of the non-amortisation of goodwill.

The UK Companies Act requires goodwill to be reduced by provisions for depreciation on a systematic basis over a period
chosen by the Directors, its useful economic life. However, under IFRS 3 ‘Business Combinations' goodwill is not amortised.
Consequently, the Company does not amortise goodwill, but reviews it for impairment on an annual basis or whenever there
are indicators of impairment. The Company is therefore invoking a ‘true and fair view override’ to overcome the prohibition
‘on the non-amortisation of goodwill in the Companies Act. Under the Company’s previous basis of accounting (UK GAAP),
the goodwill balances were amortised over their estimated useful economic lives. If this accounting policy had been applied
to the goodwill balances in the current period, an amortisation charge of £3.0 million would have been charged to the Income
Statement.

Going concern : ,
The financial statements have been prepared using the going concern basis of accounting.

Summary of significant accounting policies and key accounting estimates
The principal accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

Revenue recognmon

The Company supplies gas and electricity to residential and business customers in the UK. The vast majority of contractual
energy supply arrangements have no fixed duration, require no minimum consumption by the customer and can be
terminated by either party at any time. The Company has determined that no enforceable rights and obligations exist at
inception of the contract and arise only once the cooling off period is complete and the Group is the legal supplier of energy
"to the customer. The performance obligation is the supply of energy over the contractual term; the units of supply represent a
series of distinct goods that are substantially the same with the pattern of transfer to the customer. The performance
obligation is considered to be satisfied as the customer consumes based on the units of energy delivered. This is the point at
which revenue is recognised. In respect of energy supply contracts, the Company consider that it has the right to
consideration from the customer for an amount that corresponds directly with the value delivered to the customer through
their consumption. It is the judgement of the Company that the customer consumes energy as the Company supplies and, as a
result, the Company recognises revenue for the amount which the entity has a right to invoice. The Company's assessment of
the amount that it has a right to invoice includes an assessment of energy supplied to customers between the date of the last
meter reading the year end (known as unread revenue). Unread gas and electricity comprises both billed and unbilled
revenue and is estimated through the billing systems, using historical consumption patters, on a customer-by-customer basis,
taking into account weather patters, load forecasts and the differences between actual meter readings being retumed and
system estimates. Actual meter readings continue to be compared to system estimates between the balance sheet date and the
finalisation of the accounts. .

Cost of sales

Energy supply includes the cost of gas and electncuy produced and purchased during the year taking into account the
industry reconciliation process for total gas and total elecmclty usage by supplier, and related transportatlon distribution,
royalty costs and bought-in materials and services.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Accounting policies (continued)

Employee share schemes
The Centrica plc- group, to which the Company belongs, has a number of employee share schemes, .detailed in the
Remuneration Report on pages 90-109 and in note S2 to the Group Annual Report and Accounts 2018, under which it makes
equity-settled share-based payments to certain employees. Equity-settied share-based payments are measured at fair value at
the date of grant (excluding the effect of non-market-based vesting conditions). The fair value determined at the grant date is
" expensed on a-straight-line basis in the Income Statement together with a corresponding increase in equity over the vesting
period, based on the Group's estimate of the number of awards that will vest and adjusted for the effect of non-market-based
vestmg conditions.

Fair value is measured using methods appropnate to each of the different schemes detailed in note S2 of the Group financial
. Statements.

When the options are exercised the Company is recharged the opnons original fair value as of the grant date from Centnca
plc. This recharge is accounted for as a deduction from equity.

Dividend intome
Dividend income is recognised when the right to receive payment is established.

- Leases : :
The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement and
requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets and
whether the arrangement conveys a right to use the asset or assets: Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards of ownership to the lessee. All other leases are classifi ed as
operating leases.

&

Asscts held under finance leases are capitalised and included in property, plant and equipment at their fair value, or if lower,
at the present value of the minimum lease payments, each determined at the inception of the lease. The obligations relating to
finance leases, net of finance charges in respect of future periods, are included within borrowings, with the amount payable
within 12 months included in borrowings within current liabilities.

Lease payments are apportioned between finance charges and reduction of the finance lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged direclly ‘against income.

Paymems and receipts under operating leases are charged to the Income Statement on a straight-line basis over “the term of
the relevant lease.

Exceptional items

Excepuonal items are those items that, in the Judgemem of the Directors, need to be dlsclosed separately by virtue of their

nature, size or incidence. To ensure the business performance reflects the underlying results of the Company, these

exceptional items are disclosed separately in the Income Statement. Items which may be considered exceptional in nature

include  disposals of busincsses, business restructurings, significant onerous contract charges and asset

write-downs/impairments.

Borrowing costs .

Bormrowing costs that arise in connection with the acquisition, construction or production of a qualifying asset are capitalised
and subsequently amortised in line with the depreciation of the related asset. Borrowing costs are capitalised from the time of
acquisition or from the beginning of construction or production until the point at which the qualifying asset is ready for use.
Where a specific financing arrangement is in place, the specific borrowing rate for that arrangement is applied. For
non-specific financing arrangements, a financing rate representative of the weighted average borrowing rate is used.
Borrowing costs not arising in connection with the acquisition, construction or production.of a qualifying asset are expensed.
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_Notes to the Financial Statements for the Year Ended 31 Decemb'er 2018 (continued)

Accounting policies (continued)

" Foreign currencies

Transactions in foreign currencies are initially recorded at the functional currency rate prevailing at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated into the functional currency of
the Company at the rates prevailing at the reporting date, and associated gains and losses are recognised in the Income
Statement for the year, except when deferred in other comprehensive income as qualifying cash flow hedges and qualifying
net investment hedges. Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Income Statement within ‘finance income’ or ‘finance costs’. All other foreign exchange gains and losses
are presented in the Income Statement in the respectlve financial line item to which they relate.

Non-monetary items that are measured at historical cost in a currency other than the functional currency of the Company are
translated using the exchange rate prevailing at the dates of the initial transaction and are not retranslated. Non-monetary
items measured at fair value in foreign currencies are retranslated at the rates prevailing at the date when the fair value was
measured.

Taxation . .
Current tax, including UK corporauon tax, is provided at amounts expected to be pa:d (or recovered) using the tax rates and
laws that have been enacted or substantively enacted by the reporting.date. Tax is recogaised in the Income Statement,
except to the extent that it relates to items recognised in equity. In this case, the tax is recognised in equity.

Deferred tax is recognised in respect of all temporary differences identified at the reporting date, except to the extent that the
deferred tax arises from the initial recognition of goodwill or the initial recognition of an asset or liability in a transaction
which is not a business combination and at the time of the transaction affects neither accounting profit nor taxable profit and
loss. Temporary differences are differences between the carrying amount of the Company s assets and liabilities and their tax
base.

Deferred tax is provided on temporary differences arising on investments in subsidiaries, joint ventures and associates,
except where the timing of the reversal of the temporary difference can be controlled and it is probable that the temporary
'difference will not reverse in the foreseeable future. .

Deferred tax assets are recognised only to the extent that it is probable that the deductible temporary differences will reverse
in the future and there is sufficient taxable profit available against which the temporary differences can be utilised.

The amount of deferred tax provided is based on the expected manner of reahsauon or settlemem using tax rates that have
been enacted or substantively enacted at the reporting date. N

Other intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Intangible assets include contractual
customer relationships, application software and renewable obligation certificates, the accounting policies for which are dealt
with separately below. For purchased application software, for example investments in customer relationship management
and billing systems, cost includes contractors’ charges, materials, directly-atiributable labour and directly-attributable
overheads. . -

" Capitalisation begins when expenditure for the asset is being incurred and activities necessary to prepare the asset for use are
in progress. Capitalisation ceases when substantially all the activities that are necessary to prepare the asset for use are
complete. Amortisation commences at the point of commercial deployment. The cost of intangible assets acquired in a
business combination is their fair value as at the date of acquisition.

Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses. The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with
finite lives are amortised over their useful economic life and assessed for impairment whenever there is an indication that the
intangible asset could be impaired. The amortisation period and the amortisation method for an intangible asset are reviewed
at each financial year end. Changes in the expected useful life or the expected patiern of consumptien of future economic
benefits embodied in the asset are accounted for on a prospective basis by changing the amortisation period or method, as
appropriate, and treated as changes in accounting estimates.

Intangible assets are derecognised on‘disposal, or when no future economic benefits are expected from their use.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)
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Accounting policies (continued)

Renewable obligation certificates (ROCs) .

A liability for the renewables obligation is recognised based on the level of electricity supphed to customers, and is
calculated in accordance with percentages set by the UK Government and the renewable obligation certificate buyout price
for that period. ROCs are acquired by BGEPL on behalf of the Company. These are transferred at cost to the Company at the -
end of the compliance period whereupon the intangible asset is swrrendered and the liability is utilised to reflect the
consumption of economic benefits. As a result no amortisation is recorded during the period. Any recycling benefit related to
the submission of ROCs is recognised i in the Income Statement when received. .

Amortisation of intangible assets .
Amortisation is provided on intangible assets so as to write off the cost, less any estimated residual value, over their expected _
useful economic life as follows: .

Asset classes ' ' : Amortisation method and rate
Contractual customer relationships . Straight line, up to 20 years
Application software : Straight line, up to 15 years

Property, plant and equipment ('PP&E )

PP&E is included in the Statement of Financial Position at cost, less accumulated depreclanon and any provisions for
impairment. The initial cost of an asset comprises its purchase price or construction cost and any costs directly attributable to
bringing the asset into operatlon The purchase price or construction cost is lhe aggregate amount paid and the fair value of
any other consideration given to acquire the asset. .

Subsequent expenditure in respect of items of PP&E such as the replacement of major parts, major inspections or overhauls,
are capitalised as part of the cost of the related asset where it is'probable that future economic benefits will arise as a result of
the expendlture and the cost can be reliably measured. All other subsequent expenditure, mcludmg the costs of day-to-day
servicing, repairs and maintenance, is expensed as incurred.

Depreciation of PP&E
Depreciation is charged as follows:

 Asset classes- ' Depreciation method and rate
Plant ) - Straight line, between 5 and 20 years
Equipmem and vehicles . i : Straight line, between 3 and 10 years

Assets held under finance leases are depreciated over their expected useful lives on the same basis as for owned assets or
where shorter, the lease term.

The carrying values of PP&E are tested annually for impaimxerit and are reviewed for impairment when events or changes in
. circumstances indicate that the carrying value may -not be recoverable. Residual values and useful lives are reassessed
annually and if necessary changes are accounted for prospectively.:

Investments in subsidiaries
Fixed asset investments in subsidiaries are held at deemed cost on transition to FRS101 and in accordance with LAS 27, less

any provision for impairment as necessary.

. Inventories -

Inventories, excluding inventoriés of gas and oil and Levy Exemption Certificates, are valued at the lower of cost and
estimated net realisable value after allowance for redundant and slow-moving items. Inventories of gas and oil are valued on
an average weighted basis, at the lower of cost and net realisable value.

Levy Exemption Certificates (LECs)

LECs are sold to certain business customers in order for them to save Climate Change Levy, which was introduced in the
UK following signing of the Kyoto Protocol. LECs are held in the Statement of Financial Position as inventory to the extent
more have been produced than have been sold onto customers. LECs are held at the lower of cost and net realisable value.
The cost of purchasing LECs is recognised in cost of sales when sold to the customer. ~
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Accounting policies (continued)

Provisions

Provisions are recognised when the Company has a present obhgauon (legal or constructive) as a result of a past event, that

can be measured reliably, and it is probable that the Company will be required to settle that obligation. Provisions are

measured at the best estimate of the expenditure required to settle the obhgatlon at the reporting date and are discounted to
. present value where the effect is material.

Where discounting is used, the i increase in the provision due to the passage of time is recogmsed in the Income Statement
within interest expense. :

Onerous contract provisions are recognised where the unavoidable costs of meeting the obhgahons under a contract exceed
the economic benefits expected to be received under it.

Contracts to sell energy are reviewed on a portfolio basis given the fungible nature of energy, whereby it is assumed that the
lowest priced retail sales contract is supplied by the lowest priced purchase contract.

Pensions and other posl-employmen( benefits

The Company’s employees participate in a number of the Group’s defined benefit pension schemes. The total Group cost of
providing benefits under defined benefit schemes is determined separately for each of the Group’s schemes under the
projected unit credit actuarial valuation method. Actuarial gains and losses are recognised in full in the period in which they
occur. The key -assumptions used for the actuarial valuation are based on the Group’s best estimate of the variables that will
determine the uitimate cost of providing post-employment benefits, on which further detail is provided in note 22 to the
Group financial statements. The Company’s share of the total Group surplus or deficit at the end of the reporting period for
each scheme is calculated in proportion to the Company’s share of ordinary employer contributions into that scheme during
the year; ordinary employer contributions are determined by the pensionable pay of the Company’s employees within the
scheme and the-cash contribution rates set by the scheme trustees. Current service cost is calculated with reference to the
‘pensionable pay of the Company’s employees. The Company’s share of the total Group interest on scheme liabilities,
expected retum on scheme assets and actuarial gains or losses is calculated in proportion to ordinary employer contributions
.in the prior accounting period. Changes in the surplus or deficit arising as a result of the changes in the Company’s share of
total ordinary employer contributions are also treated as actuarial gains or losses. .

Payments to defined contribution retirement benefit schemes are recognised in the Company’s Income Statement as they fall
due.

Impairment :

The carrying amounts of the Company’s non-financial assets, other than inventories and deferred lax assets, are reviewed at
cach reporting date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. For goodwill, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit (CGU") is the greater of its value in use and its fair value less
costs of disposal. In assessing value in use, the estimated future cash flows are discounted to their present value using a.
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.
For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest group
of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or
groups of assets (the CGU). The goodwill acquired in a busmess combination, for the purpose of impairment testing, -is
allocated to CGUs.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount.
Impairment losses are recognised in the Income Statement. An impairment loss in respect of goodwill shall not be reversed
in a subsequent period. In respect of other assets, impairment losses recognised in prior periods are assessed at each
reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has
been a change in the estimates used to determine the recoverable amount. - .

The Company provides for impairments of financial assets when there is objective evidence of impairment as a result of
events that impact the estimated future cash flows of the financial assets.
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Accounting policies (continued) "

i F.i'nancial assets and liabilities

Financial assels and financial liabilities are recognised in the Company’s Statement of Financial Position when the Company
becomes-a party to the contractual provisions of the instrument. Financial assets are de-recognised when the Company no
longer has the rights to cash flows, the risks and rewards of ownership or control of the asset. Financial liabilities are
de-recognised when the obligation under the liability is discharged; cancelled or expires.

(@) Trade and other receivables

Trade receivables are amounts due from customers for merchandlse sold or services performed in the ordinary course of
business. : .

a

Trade receivables are initially recognised at fair value, which is usually the original invoice amount and are subsequently
held at amortised cost using the effective interest method (although in practice the discounting is often immaterial) less an
allowance for any uncollectible amounts. Provision is made when there is objective evidence that the Company may not be
able to collect the trade receivable. Balances are written off when recoverability is assessed as being remote. If collection is
due in one year or less, receivables are classified as current assets. If not, they are presented as non-current assets,

(b) Trade and other payables
Trade payables are obligations to pay for goods or services that have been acquired in Ihe ordinary course of business from
suppliers.

Trade payables are initially recognised at fair value, which is usually the original invoice amount and are subsequently held °
at amortised cost using the effective interest method (although, in-practice, the discount is often immaterial). If payment is
due within one year or less, payables are classified as current liabilities. If not, they are presented as non-current liabilities.

(c) Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other resources
received or receivable. Incremental costs directly altributable to the issue of new shares are shown in equity as a deduction
from the proceeds received. Own equity instruments that are re-acquired (treasury or own shares) are deducted from equity.
No gain or loss is recognised in the Company’s Income Statement on the purchase, sale, issue or cancellatlon of the
Company’s own equity instruments. "

(d) Cash and cash equivalents -

Cash and cash equivalents comprise cash in hand and current balances with banks and similar institutions, which are readily

convertible to known amounts of cash and which are subject to mstgmﬁcanl risk of changes in value and have an original
~maturity of three months or less.

(e) Loans and other borrowings

All interest-bearing and interest free loans and other bon'owmgs are initially recognised at fair value net of dnrectly
attributable transaction costs. After initial recognmon these financial instruments are measured at amortised cost using the
effective interest method. Amomsed cost is calculated by taking into account any issue costs, discount or premium, when
applicable. .

(f) Derivative financial instruments
See 'Key sources of estimation uncertainty' (note 3) for the detailed accounting policy applied by the Company for derivative
financial instruments in these financial statements.
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Accounting policies (continued)

(g) Hedge accounting

Cash flow hedges

Where a derivative financial instrument is demgnated as a hedge of the vanablllty in cash ﬂows of a recognised asset or
Ilablhty, or-a highly probable forecast transaction, the effective part of any gain or loss on the derivative financial instrument
is recognised directly in the hedging reserve. Any ineffective portion of the hedge is recognised unmedlately in the Income
Statement. . .

- When the forecast transaction subsequently results in the recognition of a non-financial asset or non-financial liability, the
associated cumulative gain or loss is removed from the hedging reserve and is included in the initial carrying amount of the
non-financial asset or liability. If a hedge of a forecast transaction subsequently results in the recognition of a financial asset
or a financial liability, the associated gains and losses that were recognised directly in equity are reclassified into the Income
Statement in the same period or periods during which the asset acquired or liability assumed affects profit or loss e.g. when
interest income or expense is recogmsed

"For cash flow hedges, other than those covered above, the associated cumulative gain or loss is removed from equity and
recognised in the Income Statement i in the same period or periods during which the hedged forecast transaction ‘affects profit
or loss.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transaction is still expected to occur, the cumulative gain or loss at that point remains in
equity and is recognised in accordance with the above policy when the transaction occurs. If the hedged transaction is no
longer expected to take place, the cumulative unrealised gain or loss recognised in equity is recognised in the Income
Statement immediately.

Critical accounting Judgcments and key sources of estimation uncertainty

Management has made the following key judgements in applying the Company’s accounting pohcxes that have the most
significant effect on the Company’s financial statements. Additionally, the key assumptions conceming the future, and other
key sources of estimation uncertainty at the reporting date, that have a significant risk of causing a material adjustmem to the
carrying amounts of assets and liabilities within the next f nancial year, are discussed below

Critical judgements in applying the Company's accounting policies

Energy Company Obligation (ECO)

The Energy Company Obligation ("ECO’) order requires UK-licensed energy suppliers to improve the energy efficiency of
domestic households. Targets are set in proportion to the size of historic customer bases. ECO phase 1 and ECO phase 2 had
delivery dates of 31 March 2015 and 30 September 2018 (extended from 31 March 2017), respectively. ’

ECO. phase 3. is currently effective with a delivery date of 31 March 2022. Although this phase includes certain
sub-obligations, there are no interim targets and, consistent with previous years, the Company continues to judge that it is not
legally obligated by the order until delivery date. Accordmgly, the costs of delivery are recognised as mcurred, when cash
has been spent or umlatera] commitments made, resulting in obhganons that cannot be avoided.
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Critical accounting judgements and key sources of estimation uncertainty (continued)

Smart Metering contracts

The Department for Business, Energy & Industrial Strategy has modified the UK gas and electncnty supply licences
requiring all domestic premises to be fitted with compliant smart meters for measuring energy consumption by 31 December
2020. The Company has a number of existing rental contracts for non-compliant meters that include penalty charges if these
meters are removed from use before the end of their deemed useful lives. The Company considers that these contracts are not
onerous until the meters have been physically removed from use and, therefore, only recognises a provnsxon for penalty
charges at this point. . . .

In 2015, as part of tlie smart meter roll-out, the Company renewed meter rental arrangements with third-parties, with a
further extension of one contract in 2018. The Company assessed that these were not leases because at inception of the
contract there were no specified assets, the Company did not'have the right to physically or operationally control the smart
meters and other parties also took more than an insignificant amount of the.output from the assets.

UK Capacity Market

The UK. capacity market for power was designed to encourage investment in reliable capacity to secure future supplies of
electricity for the UK. To achieve this, it offered fixed monthly payments to generators who had won capacity market
contracts in the auctions, funded by energy suppliers (in proportion to their share of the UK electricity supply market). On
15th November 2018, the European Court of Justice annulled the European Commission’s decision not to raise objections to
the state aid scheme establishing a capacity market in the UK. This had the effect of placing the UK capacity market in
standstill from the start of the current capacity year (commencing 1st October 2018). No payments, either to generators or
from suppliers, can be made under the scheme until a new approval is received from the European Commission confirming
that the scheme does not breach state aid regulations.” As a result, the Company has made the followmg accounlmg
Judgmenls for the period October - December 2018: .

No capacity market supplier liability or charge has been recognised in relation to UK Home’s share of the UK electricity
supply market. There is currently no obligation to pay under the Supplier Charges Regulations and accordingly any hablluy
is commgcnl on both the ﬁnure design and approval of a capacity market scheme.

Key sources of estimation uncertainty .
The key assumptions concerning the future, and other key sources of estimation uncertainty at the reporting date, that have a’
_significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
- year, are discussed below.

Revenue recognition - unread gas and electricity meters

Revenue for energy supply activities includes an assessment of energy supplled to customers between the date of the last
meter reading and the year end (known as unread revenue). Unread gas and electricity comprises both billed and unbilled
revenue, It is estimated through the billing systems, using historical 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 meter readings contmue to be compared to system esnmates between the balance sheet date and the
finalisation of the accounts. .

An assessment is also made of any factors that are likely to materially affect the ultimate economic benefits which will flow
to the Company, including bill cancellation and re-bill rates. Estimated revénue is restricted to the amount the Company
expects to be entitled to in exchange for energy supplied. The Judgemems applied, and the assumptions underpinning these
" judgements, are considered to be appropriate. However, a change in these assumptions would have an impact on the amount
of revenue recognised. The adjustments for imbalance at 31 December 2018 are not significant. However, changes resulting
from these management estimates can be material with adjustments of up to £30 million having been made in the last few
years. :
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- Notes to the Financia] Statements for the Year Ended 31 Decémber'20-18 (continued)

Critical accounting judgements and key sources of estimation uncertainty (continued)

Industry reconciliation process - cost of sales

Industry reconciliation procedures are required as differences arise between the estimated quantity of gas and electncnty the
Company deems to have supplied and billed customers, and the estimated quantity industry system operators deem the.
individual suppliers, including the Company, to have supplied to customers. The difference in deemed supply is referred to
as imbalance. The reconciliation procedures can result in either a higher or lower value of industry deemed supply than has
been estimated as being supplied to customers by the Company, but in practice tends to result in a higher value of industry
deemed supply. The Company reviews the difference to ascertain whether there is evidence that its estimate of amounts
supplied to customers is inaccurate or whether the difference arises from other causes. The Company'’s share of the resulting
imbalance is included within commodity costs charged to cost of sales. Management estimates the level of recovery of
imbalance which will be achieved either through subsequent customer bxllmg or through developmg industry settlement
procedures .
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Nntes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Critical accounting judgements and key sources of estimation uncertainty (cdntinued)

Derivative financial instruments

The Company (BGTL) routinely enters into sale and purchase transactions for physical delivery of gas, power and oil.
Simultaneously, the Company enters into back to back contractual arrangements associated with the Energy Marketing and.
Trading business with Centrica Energy Marketing Limited (‘CEML"), a Group company. The Company also enters into back
to back contractual arrangements associated with procuring gas and power for residential and business customers. with
British Gas Energy Procurement Limited (‘(BGEPL'), also a Group company. The back to back arrangements entered into by
BGTL see the beneficial interest of all underlying contracts transferred to CEML and BGEPL. CEML and BGEPL thus-
assume the risks and rewards associated with these contracts.

The purchase and sales contracts for the physical delivery of gas, power and oil are within the scope of IAS 39 due to the
fact that the original contracts entered into by BGTL and the related back to back arrangements constitutes a practice of
taking delivery and selling in a short span of time. Such contracts-are accounted for as derivatives under IAS 39 and are
recognised in the Company’s Statement of Financial Position at fair value. Due to the beneficial interest contracts also being
in the scope of IAS 39, and matching the underlying derivative contracts, this has the effect of grossmg-up the Statement of
Financial Position for the Company

BGTL has entered into an agreement with BGEPL in which BGEPL agreed to source commodmes as requested by BGTL,
the price for which is détermined by the back to back contracts- -entered into by BGEPL. This separate contract has been
deemed to be an own-use contract for the Company since it only pays for commodities delivered and will only call on
commodity purchases to meet its downstream demand. BGEPL is considered to be a principal in the transaction as it
assumes the risk and rewards of balancing the purchase and sales contracts to meet the commodity needs of the Company. .

The Company uses a range of derivatives to hedge exposures to financial risks, such as foreign exchange and energy price

risks, arising in the normal course of business. The use of derivative financial instruments is govemned by the Group’s

policies. Further detail on the Group’s risk management policies is included within the Annual Report and Accounts 2018 of
_the ultimate controlling party, being Centrica plc, on pages 41 to 50 and in note S3.

The accounting treatment for derivatives is also dependent on whether they are designated as hedges in'a hedge accounting
relationship. A derivative instrument qualifies for hedge accounting when it alters the risk profile of an underlying exposure
of the Company in line with the Company’s risk management policies and is in accordance with established guidelines,
which require the hedging relationship to be documented at its inception, ensure that the derivative is highly effective in -
achieving its objective, and require that its effectiveness can be reliably measured. The Company also holds derivatives
which are not designated as hedges and are held for trading.

All derivatives are recognised at fair value on the date on which the derivative is entered into and are re-measured to fair
value at each reporting date. Derivatives are carried as assets when the fair value is positive and as liabilities when the fair
value is negative. Derivative assets and derivative liabilities are offset and presented on a aet basis only when both a legal
right of set-off éxists and the intention to net settle the derivative contracts is present. :
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

. Critical accounting judgements and key sources of estimation uneerta‘inty' (continued)

Derivative financigl instruments (continued)

The Company enters into certain energy derivative contracts covering periods for which observable market data does not
. exist. The fair value of such derivatives is estimated by reference in part to published price quotations from active markets,
to the extent that such-observable market data exists, and in part by using valuation techniques, whose inputs include data
which is not based on or derived from observable markets. Where the fair value at initial recognition for such contracts
differs from the transaction price, a fair value gain or fair value loss will arise. This is referred 10 as a day-one gain or
day-one loss. Such gains and losses are deferred (not recognised) and amortised to the Income Statement based on volumes
purchased or delivered over the contractual period until such time observable market data becomes available. When

observable market data becomes available, any remaining deferred day-one gains or losses are recognised within the Income -

Statement. Recognition of the gains or losses resulting from changes in fair value depends on the purpose for issuing or
holding the derivative. For derivatives that do not qualify for hedge accounting, any gains or losses arising from changes in
fair value are taken dwectly to the Income Statement and are included within gross prof t or interest income and interest
expense.

Derivatives entered into for speculative energy trading purposes are classified as a current asset or liability. The full fair
value of a hedging derivative is classified as a non-current asset or liability if the remaining maturity of the hedged item is
more than 12 months and, as a current asset or liability, if the maturity of the hedged item is less than 12 months.

Embedded derivatives: denvatlves embedded in other financial instruments or other host contracts are treated as separate
derivatives when their risks and characteristics are_not closely related to those of the host contracts and the host contracts are
not carried at fair value, with gains or losses reported in the income statement. The closely-related nature of embedded
derivatives is reassessed when there is a change in the terms of the contract which significantly modifies the future cash
flows under the contract. Where a contract contains one or more embedded derivatives, and providing that the embedded
derivative significantly modifies the cash flows under the contract, the option to fair value the entire contract may be taken
and the contract will be recognised at fair value with changes in falr value recognised in the Income Statement.

Gains and losses arising from changes in fair value on business energy sales contracts derivatives 1hat do not qualify for
hedge accounting are taken directly to the Income Statement as revenue for the year.

Pensions and other post-employment benefits

The cost of providing benefits under defined benefit schemes is determined separately for each of the Group s schemes
under the projected unit credit actuarial valuation method. Actuarial gains and losses are recognised in full in the period in
which they occur. The key assumptions used for the actuarial valuation are based on the Company s best estimate of the
variables that will determine the ultimate cost of providing post-employment benefits. Further detail is provnded in note 21 to
the financial statements.

Credit provisions for trade and other recelvables

The provision for credit losses for trade receivables, contract assets and finance lease receivables is based on an expected
credit loss model that calculates the expected loss applicable to the receivable balance over its lifetime. A default rate is
calculated according to historical loss experience and applied to trade receivables with similar characteristics, including
consideration of the nature of the customer and, where relevant, the sector in which they operate, the payment method
selected and the timeliness of the payment based on historical trends. The characteristics used to determine the groupings of
receivables are considered to be the factors that have the greatest impact on the likelihood of default. The rate of default
increases once the balance is 30 days past due and subsequently in monthly increments. Balances are written off when
recoverability is assessed as being remote. The impairment charge in trade receivables is stated net of creditors for the
release of specific provisions made in previous years, which are no longer required.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Revenue

All revenue arose in the United Kingdom. The analysis'of the Company's revenue for the year from continuing operations is
as follows:. )

2018 ’ 2017

. : . £m £m
Energy supply to residential customers : ' 6,915.1 7,077.2
Energy supply to business customers © 1,826.7 1,833.9
‘ 8,741.8 8.911.1

® Revenue from energy supply to business customers contains unrealised mark to market losses of £10.2m (2017: £11.8m
gains) : )
The Company apblies the practical expedient in paragraph 121 of IFRS 15.and therefore does not disclose information

" related to the transaction price allocated to remaining performance obligations on the basis that the Group recognises
revenue from the satisfaction of the performance obligation in accordance with Paragraph B16, as described at note 2. :
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continiled)

Analysis of costs by nature

Transportation, distribution and metering costs
Commodities costs

. Depreciation, amortisation, impairment and write-downs
Employee costs

Impairment of trade receivables

Vehicle operéting lease rentals

Other operating costs

Total operating costs by nature

2018 2017 o
Cost of sales  Operating costs Total costs Caost of sales Operating costs . Total costs
£m £m £m £m £€m £m
2,656.9 - " 2.656.9 2.803.0 - 2,803.0
3,1425 - 3,1425 12,7549 - 2,7549
- 121.8 121.8 - 129.2 1292
116.1 3549 471.0 119.7 404.9 524.6
- 86.8 86.8 - 87.0 87.0
- 99 99 - 109 -10.9
1,390.7 - 3907 L7814 1,660.8 4152 2,076.0
7,306.2 964.1 - 8,270.3 7,338.4 1,047.2 8,385.6
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Employees' costs

The disclosures in this note reflect the costs and number of all Centrica plc Group employees that work in the British Gas
Trading Limited business regardless of whether they have a contract of employment with British Gas Trading Limited or
another Group company. Certain of these employees provide services to certain fellow subsidiaries for which those fellow
subsidiaries are recharged. The staff costs of these employees are included in the disclosures below and a separate recharge
included in other operating costs. The Directors believe that the disclosures given on this basis are the fairest representation
of the cost and number of people working in the British Gas Trading Limited business.

The aggregate employee costs (including Directors' remuneration) were as follows: -

2018 o 2017

. £m £m

Wages and salaries ' 3857 ' 215
Social security costs o : 333 .. 408
Pension and other post-employment benefit costs ' e '45.0 50.2
Share-based payment expenses ' ) L .10 61
' 471.0 524.6

The average monthly number of persons employed by the Company (including Directors) during the ycar was 10,785 (2017:
12,924). All employees were administrative and sales staff, employed in the United Kingdom.

Exceptional items

The following exceptioha) items were recognised in arriving at operating profit for the year:

2018 2017

£Em £m

Restructuring costs - . 872 . 474
Impairment charges’ B ~ ) PR 1 X | i et 2D
' 87.3 474

Following the extensive strategic review announced in 2015, the Company has incurred restructuring costs implementing the
new organisational model relating principally to redundancy costs, impairment of assets on the closure of* busmesses
consultancy costs and additional costs associated with the making good of product defects. :
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Net finance income/(cost) .

Finance income

2008 2017

- - fm £m

Interest income from amounts owed by Group undertakings : 229.0 154.0

Interest income on bank and other short-term deposits ) 0.5 © 05

Contingent rents received in respect of finance leases o 159 14.5

Net foreign exchange gains on financing transactions o ’ - . 3.0
Interest on assets under finance leases ’ 279 33.6 -

Other finance income . o . .. 10 N .. 50

Total finance income ) : ] 280.3 2106

Finance costs » ‘ ) ‘ ¢ .

‘ 2018 A 2017

‘ im £m

Interest on amounts owed to Group undertakings - L (42.8) (40.5)

Interest on bank overdrafis and borrowings . (1.1) ) (1.3)

Contingent rents paid in respect of finance leases (40.1) - - (38.7)

Interest on obligations under finance leases . ' » ' . (6.7) (8.5)

Net foreign exchange losses on financing transactions o R v

' _(929) ... (89.0)

Total finance cost ‘ o (92.9) _(89.0)

Net finance income : C ) 187.4 121.6

® Borrowing costs have been capitalised using an average rate of 4.75% (2017: 4.55%).

Auditors' remuneration

The Company paid the following amounts to its auditors in respect of the audit of the financial statements provided to the
Company. ) :

2018 ) 2017
. £m- : £fm
Audit fees : 0.1 0.1

Auditors’ remuneration relates to fees for the audit of the financial statements of the Company.

The Company has taken advantage of the exemption not to disclose amounts -paid for non-audit services as these are
disclosed in the Group financial accounts of its ultimate parent, Centrica plc.
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Notes to the Financial Sfafeménts for the Year Ended 31 December 2018 (continued)

Income tax

Tax charged/(credited) in the Income Statement . )
; 2018 2017

_ £m £fm

Current tax

UK corporation tax : ' 1 16.6 96.0

UK corporation tax adjustment to prior years . .. .. {16.8) L 22 2

Total current tax ' L S 99.8 118 2

Deferred tax .

Origination and reversal of temporary. differences - UK - (8.8) C. 204

Changes in tax rates . : (1.3) 0.4)

Arising from previously unrecogmsed tax loss, tax credit or temporary difference . )

of prior years e 2 . o BT
 Total deferred tax ALY . 163

Tax on profit 88.5 134.5

The Company eamns its profits in the UK These UK activities are subject to the standard rate for UK corporahon tax, which
for 2018 was 19.0% (2017: 19.25%) .

The main rate of corporalion tax for the year to 31 December 2018 was 19% (2017: 19. 25%) The corporation tax rate will

based on the reduced rate of 17% havmg regard to their reversal profiles.

The differences between the taxes shown above and the amounts calculated by applying the standard rate of UK corporallon .
tax to the profit before tax are reconciled below:

. 2018 2017
£m fm
Profit before tax 571.6 599.7 -
Tax on profit at slandard UK corporation lax rate of l9 0% (20|7 19.25%) 108.6 115.4
.E_ﬂ'ecls of: ) .
Net expenses non-deductible for tax purposes (0.3) . (1.2)
Adjustments in respect of prior years " ' (18.0) 18.6
Increase arising from group relief tax reconciliation 3.6 - 34
Decrease from transfer pricing adjustments (3.6) (34)
Deferred tax credit relating to changes in tax rates ©(1.3) 0.4)
Other tax effects for reconciliation between accounting profit and tax expense (05) ) 2.1
Total tax charge : 88.5 1345
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Income tax (contihued) :

Deferred tax

The movements in respect of the deferred .income tax assets and liabilities that occurred during the financial year are as

follows:

1 January 2017
Charged/(credited) to the Income Statement
Charged/(credited) to other comprehensive

_ income

Charged/(credited) to eqdity

31 December 2017

Charged/(credited) to the Income Statement
Charged/(credited) to other comprehensive
income ‘

31 December 2018

Other timing

Accelerated
tax differences .
depreciation including Retirement
(corporation losses carried benefit .
tax) forward obligation Total
£m £m £m £m
17.6 383 (22.3) 33.6
3.3) 6.7 263 . 16.3
! - - 123 . 123
- e ,,_0.2_1 e S o 02
14.3 318 163 62.4
(8.9) (1.5) ©0.9) - (11.3)
s . 309 _ _30.9
5.4 303 463 82.0

Certain deferred tax assets and liabilities have been offset where there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The folowing is
an analysis of the gross deferred tax balances and associated offsetting balances for financial reporting purposes:

Gross deferred tax i)alances
crystallising within one year ‘
Gross deferred tax balances
crystallising after one year
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2018 . 2017
- Assets Liabilities Assets ) Liabilities
£fm -’ £m £m £m
23 - (5.0) 6.5 (65)
(1.2 .. .. 805y ... ... L2 .. .. . . {63.6)
'35 (85.5). 7.7 (20.1)
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Income tax (continued)
Tax directly recognised in equity
2018 2017
£m ' £m
Deferred tax re;.'ognised directly in equity .
Post-employment benefits. 309 12.3
Share qption schemes ) . T e 022
Total tax recognised directly in equity - ’ ) . 309 12.5
Property, plant and equipment ,
' Plant, equipment
and vehicles
. £m
Cost .
At 1 January 2018
Additions and capitalised borrowing costs
. Disposals and surrenders } .
Transfers to subsidiary undertaking ¢
At 31 December 2018
Accumulated depreciation |
At 1 January 2018 .. v ) 79.7
Depreciation charge for the year ) ’ 219
Disposals and surrenders . . (10.4) -
At 31 December 2018 ' - e s 912
Net book value ‘ A ' ‘ » '
At 31 December 2018 ‘ : : ' 50.5
At 31 December 2017 ' _ ' 739

Expenditure recognised in the carfying amount of property, plant and equipment in the course of construction

Expenditure recognised in the carrying amount of property, plant and equipment in the course of construction was as
follows: . o
2018 2017
. o ) £m £m
Plant, equipment and vehicles 7.1 20.0
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Intangible assets

Customer .
relationship and Application
brands software Goodwill Total
£m £m ’ £m £m
Cost or valuation ) .
At 1 January 2018 . 45.2 974.7 33.2 1,053.1
Additions and capitalised borrowing .
costs . -. 91.6 - 91.6
Disposals and surrenders 0.1) (14.0) - . (14.0)
Transfers to subsidiary undertaking e (12.2) - (12.2)
At 31 December 2018 45.1 "1,040.1 332 1,118.4
Accumulated amortisation
At | January 20]8 o 39.47 508.6* - 548.3
Amontisation ) . 1.0 98.1 - 99.1
Disposals and surrenders ) ) L= . (13.4) - .. o (13.4)
Al31 December 2018 407 593.3 . 6340
Net book value . A ‘
At 31 December 2018 ' ) : 44 446.8 33.2 484.4
466.1 - 332 504.8

At 31 December 2017 5.5
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British Gas Trading Limited

th_es to the Financial Stateme_nts for the Year Ended 31 December 2018 (continued)

Intangible assets (continued)

Individually material intangible assets
Goodwill acquired through business combmauons has been allocated for impairment tcstmg purposes to individual CGUs or

Year of .- © Carrying

. . . ' P * Acquisition CGU Amount £m
Trade and,.assets of Enron Direct . 2001 UK Business 11

Trade and assets of Electricity Direct (UK) Limited _ ) 2005 UK Business 1.6
ECL Investments Limited and ECL Contracts Limited ) 2011 UK‘Home 44
Hillserve Limited ’ 2011 . UK Home 52
British Gas Direct Employment Limited . 2012 UK Home . .. 09

Software assets ‘include the customer relationship management system for UK Home Energy. The net book value of these
assets is £116m and the remaining useful economic life over which the asset will be amortised is 7 years.

\\ N :
lnvestme'nls

Investments classified as non-current
: Shares in Group

undertakings
(subsidiaries)
fm
Cost . .
At | January 2017 . : 59.8

Dlsposals ® - . —_— M§;59._8-Z
At 31 December 2018 ‘ .
Provisions for impairment

At 1 January 2017 and 31 December 2017

Net book values

At 31 December 2018 - , e i

At 31 December 2017 - . _ 59.8
—

9 On 22 October 2018 the Company sold its 100% shareholdings in Group undertakings to its parent company, GB Gas
Holding Limited, for consideration equal to the net book value of the investments. This comprised investments in: Centrica
Hive Limited™, ECL Contracts Limited, ECL Investments Limited, Electricity Direct (UK) Limited and Hillserve Limited.
The Company retains a £1 share in British Gas Energy Procurement, a 100% shareholding in this year and last.

@ Centrica'Connected Home Limited was renamed to Centrica Hive Limited on 16 F ebruary 2018.

@ The Company also continues to hold a £100 investment in each of Finance Scotland CEPS Limited Partnership and
Finance Scotland CPP Limited Partnership, both registered in Scotland.
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Trade and other receivables, and contract-related assets

2018 2017
Current Non-current Current Non-current
fm £m £m £fm
Trade receivables . 1,180.7 - 1,267.8 -
Provision for impairment of trade
receivables (482.9) - 53400 = -
Net trade receivables - 697.8 - 7338 -
Amounts owed by Group -

- undertakings ‘ 5,058.8 - 5,224.5 -
Finance lease receivables owed by :
Group undertakings 41.7 929 . 353 134.6
Accrued energy income 551.9 - 572.6 -

" Prepayments 30.2 26.6 422 12.3
Other receivables 47.7 - 27.0 0.2
Assets recognised from the costs to : ‘
obtain a contract with a customer . ., .83 _ 12 4 - . .-

6,436.4 131 9 6 635 4 147.1

The amounts owed by Group undertakings have been presented on a net basis as there is a right of offset against certain
amounts. Included within the net amounts owed by Group undertakings disclosed above is £3,009.0m (2017: £3,160.2m)y
from Centrica plc and £2,150.0m (2017: £2,150.0m) from Centrica Holdings Limited that bears interest at a quarterly rate
determined by Group Treasury and linked to the Group cost of funds. The quarterly rates ranged between 3.72% and 4.13%
per annum during 2018 (2017: 3.66% and 3.86%). The other net amounts receivable from Group undenakmgs are
interest-free. All amounts owed by Group undertakings are unsecured and repayable on demand.

Finance lease receivables -

The minimum lease payment obligations that arise from these contracts stands as follows as at 31 December 2018:

2018

Within one year

In two to five years

2017 ' ' .
Within one year
In two to five years

Minimum lease

Present value

" payments Finance charges
: £m £m fm
62.6 (20. 9) 41.7
109 0 (16 l), 92 9
171 6 (37 0) 134 6

Minimum lease )

payments Finance charges Present value
£m £m £m
63.2 - 27.9) 353
L. 17] 6. _(37.0): 1346
234 8 (64.9) 169.9
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Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

Trade and other receivables, and contract-related assets (continued)

The present values of future finance lease payments are analysed as follows:

2018 2017
£m £m
Current assets 41.7 35.3
Non-current assets 92.9 .. 134.6
‘ ) 134.6 169.9
Derivative financial instruments - Assets .
‘ 2018 2017 :
Current Non-current Current Non-current
. im £m £m £m
Derivative financial instruments - - 624.1 464.5 699.5 452.7
Note 27 provides further detail on the fair value of financial instruments.
lﬁventories
2018 2017
£fm - £fm
Raw materials and consumables 11.6 10.3
Finished goods and goods for resale oo .. .04 s
12.0 10.3
There is no significant difference between the replacement cost of inventories and their carrying amounts
Trade and other payables
' " 2018 2017
Current " Non-current Current Non-current
£m £im  £fm £m
Trade payables ] 138.3 - - 1789 -
Accrued expenses - Transportation o 2319 ' ’ - 2480 - -
Accrued expenses - Other 585.1 25.0 683.5 21.6
Amounts owed to Group : :
undertakings 1,267.6 } - 1,329.7 -
Sacial security and other taxes 26.2 . - 26.0 -
Other payables © e . 5055 e ... 4846 s
' - 2,754.6 25.0 2,950.7 21.6

9 Other payables includes a liability for renéwable obligation certificates of £450.3m (2017: £423.8ni)

) The amounts owed to Group undertakings have been presented on a net basis as there is a right of offset against certain
amounts. Included within the net amounts owed to Group undertakings is £770.1m (2017: £740.7m) that bears interest at a
quarterly rate determined by Group Treasury and linked to the Group cost of funds. The quarterly rates ranged between
3.72% and 4.13% per annum during 2017 (2017: 3.66% and 3.86%). The other net amounts owed to Group undertakings are

interest-free. All amounts owed to Group undertakings are unsecured and repayable on demand. . i
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Notes to thé'Financial Statements for the Year Ended 31 December 2018 (contihne'd)

Derivative financial instruments - liabilities

- C 2018 2017
' Current Non-current Current Non-current
. fm - £m £m : £m
Derivative financial instruments 643.6 469.9 709.0 457.9
Note 27 provides further detail on the fair value of financial instruments. .
. /
Provisions for other liabilities and charges _
' . Onerous sales .
Restructuring contracts  Other provisions Total
' : £m “E&m £m £m
At 1 January 2018 164 24 29.1 479
Charged to the Income Statement 70.7 - 20.2 | 90.9
Unused provision reversed to the ) .
Income Sl;ltement o 1.4 n - (0.3)
Provisions used | " ‘ (67.5) 0.4) (15.8) (83.7)
Increase (decrease) from transfers to o . : ' »
Group undertakings . _(3.2). D e (0.2) oo (3.4)
‘At 31 December 2018 - 17.8 0.3 33.3 51.4
Non-current liabilities : 3.0 - 14.0 . 17.0
Current liabilities : - 14.8 0.3 19.3 "34.4
Reslruc(urmg

The provnsnon predominantly relates to costs reduction programmes. Utllnsatlon is expected within one year, except for a
provision for the additional costs of making good defects on products which is expected lo be utilised within five years.

Onerous sales contracts

~ The onerous contract provision reflects the construction services business expecting to incur penalties for having exited sales
contracts early, as a a result of the decision to close the business. Utilisation is expected within one year.

Olher pruv:snons

The provxsxon at 31 December 2018 includes £0.9m in relation to employers nauonal insurance charges expected to arise at
exercise dates on employee share schemes, £15.8m in relation to smart metermg costs, £14m in relation to a Capacnty Market
provision, £1.4m in relation to a construction costs dispute and £1.2m in relation to other minor provnsnons Expected
utilisation.period is as follows: £19.3m \Vlthln one year and £14m within one to five years. .
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Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

Borrowings
T 2018 i 2017
£m £m
Non-current bank overdrafts, loans and borrowings
Finance lease liabilities 66.8 101.4
2018 2017
. . £m £m
Current bank overdrafts, loans and borrowings - .
- Bank overdrafis _ ' 1687 332
Finance lease liabilities . ' . 346 .. 323
51.3 . 65.5

Bank overdrafts '
Bank overdraﬂs are repayable on demand and attract variable interest of LIBOR plus 1%.

Finance lease liabilities

The Company entered into a lease arrangement in respect of its long-lerm tolling contract with Spalding power station. This
arrangement provides the Company with the right to nominate 100% of the plant capacity in retum for a mix of capaclty
payments and operating payments.

The undiscounted minimum lease payments at the end of the reporting year are as follows:

2018 2017

£m . £m

Not later than | year : 394 39.0
Later than | year and not later than 5 years . . 70 ¢ . .109.5
Total gross payments ‘ 109 4 .. 1485
The present value of the finance lease liabilities is as follows: ) v .
' ' 2018 - 2017

. £m : £fm

" Not later than | year . . 346 323
Later than | year and not later than § years : ... .668 . 1014
101.4 133.7

21

Carrying value of liability

Post-retirement benefits

Defined benefit pension schemes

‘The Company’s employees participate in the following Group deﬁned benefit pension schemes Centrica Pension Plan
(CPP), Centrica Pension Scheme (CPS), Ceatrica Engineers Pension Scheme (CEPS) and Centrica Unfunded Pension
Scheme (CUPS)." Its employees also participate in the defined contribution section of the Centrica Pension Scheme.
Information on these schemes is provided in note 22 to the Group financial statements.

The CEPS, CPP and CPS form the significant majority of the Group’s and Company's defined benefit obligation and are
referred to below in the Group financial statements as the ‘Registered Pension Schemes’.
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e

Post-retirement benefits (continued)

Accounting assumptions, risks and sensitivity analysis

The accounting assumptions, nsks and sensitivity analysis for the Reglstered Pension Schemes are provnded in note 22 to the

Group financial statements

Reconciliation of scheme assets and liabilities

The amounts recognised in the Statement of Financial Position are as follows:

20

2018 ‘ 17
Assets Lmbllmes Total Assets Liabilities Total
. : £m £m - £m £m £m - fm
| January . " 3,005.1 (2,894.1) 111.0 2,818.6 (2,925.6) " (107.0)
Items included in the '
Income Statement: ) )
Current service cost - » (23.7) 23.7) - (29.2) (29.2)
Past service credit - (7.8) (7.8) - - -
Loss on curtailment : - (0.9) (0.9) - 0.4) 0.4)
Interest income/(expense) 80.8 (73.8) .10 833 (78.3) 50
Other movements: .
Re-measurement ’ .
gains/(losses) ' (459.9) 633.4 173.5 356 455 81.1
Employer contributions 26.0 - 26.0 175.1 - 175.1
Plan participants contributions 0.2 0.2) - 0.2 0.2) -
Benefits paid from schemes (91.2) 91.2 - (102.7) 107.7 -
Transfers from provisions for | t
other liabilities and charges L - (4 0) . (4 0); s - (13 6) . (13.6)
31 December - 2,561.0 (2 279.9) 281.1 3,005.1 (2 894. I) 111.0°
Presented in the Statement of Financial Position as:
2018 2017
. £m £m’
Defined benefit pension assets 281.1 111.0
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Post-retirement Beneﬁts (continued)

Analysis of the actuarial gains/(losses) recognised in reserves ) ’
: 2018 2017

’ £m £m
Actuarial (loss)/gain (actual return less expecled return on pension schcme - :
assets) (459.9) 35.6
Experience (loss)/gain ansing on the scheme llabnlmes o ‘ 4.7 (14.9) -
Changes in assumptions underlying the present value of the schemes’ liabilities 638.1 60.4
Cumulative actuarial losses recognised in reserves at 1 January, before - c .
adjustment for taxation ) : o .(421.3) . . _.(502.4);
Cumulative actuarial losses recognised in reserves at 31 December, before g
adjustment for taxation’ ' _ , - (247.8) . (421.3)

Pension scheme contributions ’

Note 22 to the Group financial statements provides details of the trlenmal review based on the posmon at 31 March 2015 in. -
respect of the UK Registered Pension Schemes and the asset-backed contribution arrangements. Under IAS 19: 'Employee
benefits (revised 201 1), the Company S conmbuuon and trustee interest m the Scottish Lu'mted Partnerships are recogmsed
as scheme assets. .

The Company estimates that it will pay £14.0 ‘million of employer contributions during 2019 at an average rate of 23.8% of
pensionable pay together with contributions via the salary sacrifice arrangement of £4.8m.

Although the Group has eslablishéd a new funding arrangement in the year based on the position as at 31 March 2015, it

should be noted that the market rates, from which the discount rate is derived, have continued to decline in the subsequent
period. The Group continues to monitor its pension liabilities on an ongoing basis, including assessing various scenarios that

-may arise and their potential implications for the business.

Pension scheme assets
The major categories of scheme assets are as follows:

. 2018 2017. .

Quoted ‘Unguoted Total Quoted Unquoted “Total

. £m £m £m £m £fm fm

Equities : ‘ o 1,991.0. 3510 23420 - 2,089.0 303.0°  2,392.0
Corporate bonds - 1,118.0 - 1,LI180. 1,276.0 - 1,276.0 -

High-yield debt , 5950  1,360.0  1,955.0 2800 14500  1,730.0

Liability matching assets 1,581.0 994.0 2,575.0 1,663.0 952.0 2,615.0

Property . ' : - 3950 . 3950 - 369.0 369.0

Cash pending investment - 102.0 - 1020 30 - 3.0

Asset-backed contribution assets : s 802.0. 8020 .~ - _864 0 . 864.0

Group pension scheme assets ® - 5,387.0 3,902.0 92890 53110 39380 ~ 9,249.0

® Tota.l'pension scheme assets for the UK pension schemes.

Defined contribution pension scheme

The total cost charged to the Income Statement of £21.5m (2017: £20.5m) represents contributions payable to these schemes
by the Company at rates speciﬁgd in the rules of the scheme. ) .
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Capital and resgﬁes

Share capital

Allotted, called up and fully paid shares . ]
: 2018 o 2017
No.m £m » No.m . £m

Ordinary shares of £1 each - 800 800 800 800

Share premlum
Consideration transferred in excess of the nominal value of ordinary shares is allocated to share premlum

Cash flow" hedge reserve ’

The cash flow hedging reserve comprises fair value movements on instruments designated as cash flow hedges under the
requirements of 1AS 39. Amounts are transferred from the cash flow hedging reserve to the Income Statement or the
Statement of Financial Position as and when the hedged item affects the Income Statement or the Statement of Financial

. Posilion which is, for the most part, on receipt or payment of amounts denominated in foreign currencies.
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Actuarial galns and losses reserve
Cumulative actuarial Josses on the defined benefit scheme are recognised in reserves.

Retaincd earnings

The balance classified as retained earnings includes the profits and losses realised by the Company in previous years that
were not distributed to the shareholders of the Company at the reporting date

Share-based payments reserve -

The share-based payments reserve reflects the obligation to dehver shares to employees under the exlstmg share schemes in
return for services provided to the Company.

Share-based payments

Employee share schemes are designed to encourage participants to ahgn their objectives with those of shareholders. The
Company participates in seven employee share schemes which gave rise to a charge of £7.0m (2017: £6.1m) which is shown
under the financial line item ‘operating costs’. Qver 75% of this share-based payment charge arose from three schemes:
Deferred and Matching Share Scheme (DMSS), Long Term Incentive Scheme (LTIS) and the Share Award Scheme (SAS).

Deferred and Matching Share Scheme

Awards under the DMSS are generally reserved for employees within the Senior Executive group; from 2015 this scheme
was replaced by the AIP and LTIP for Executive Directors and the OTIP for Senior Executives and senior management. The
vesting period is four years, comprising bonus year and three-year performance period. Participants must defer between 20%
and 40% of annual pre-tax bonus into the scheme (as deferred shares) and can elect to invest additional amounts of annual
bonus up to a maximum of 50% of total potential bonus (as investment shares). Deferred and investment shares will be
matched with conditional shares. On achievement of performance targets over the three-year period, matching shares are
either released immediately or delivered as nil cost options exercisable for seven years. Performance is measured through
Group and segment Economic Profit (EP) targets. Leaving prior to the vesting date will normally mean forfeiting rights to
deferred and matching shares. Further information on the operation of the DMSS, AIP, LTIP and OTIP, and the related
performance conditions can be found on pages 90 to 110 of the Centrica plc 2018 Annual Report and Accounts. '
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Share-based payments (continued)

Long Term Incentive Scheme.

Awards under the LTIS are available to employees within senior management. From 2015 this scheme was replaced by the
AIP and LTIP for Executive Directors and OTIP for Senior Executives and senior management. The vesting period is three
years following the grant date. For grants after 2012 the number of shares awarded is calculated according to EPS, Group
EP, total shareholder return (TSR) and non-financial KPIs. Following the end of the assessed performance period, and
subject to continued employment at that date, shares are either released immediately or delivered as nil cost options
exercisable for seven years. Leaving prior to the vesting date will normally mean forfeiting rights. Further information on the
operation of the LTIS, AIP, LTIP and OTIP, and the related performance conditions can be found on pages 90 to 110 of the
Centrica plc 2018 Annual Report and Accounts.

Share Award Scheme :
Allocation of shares in Centrica plc under the SAS are made to selected employees at senior and middle management levels.
There is no contractual eligibility for SAS and each year’s award is made independently from previous awards. Allocations -
are subject to no performance conditions and vest unconditionally subject to continued employment within the Group in two
stages: half of the award vesling afler two years, the other half vesting after three years. On vesting, additional shares are
awarded or a cash payment.is made to reflect dividends that would have been paid on-the allocations during the vesting
period. Leaving prior to the vesting date will normally mean forfeiting rights.

On Track Incentive Plan

Awards under the OTIP are available to Senior Executives, senior and middle management. Shares vest subject to continued
employment within the Group in two stages: half after two years and the other half after three years. Leaving prior to the
vesting date will normally mean forfeiting rights to the unvested share awards. Further information on the operation of the

.OTIP, and the related performance conditions can be found on pages 90 to 110 of the Centrica plc 2018 Annual Report and

Accounts.

Sharesave '

All UK and Ireland employees of Centrica plc are entitled to partncnpate in the HMRC-approved Sharesave. Options are
granted with a fixed exercise price equal to 80% of the average market price of the shares for three days prior to invitation,
which is three to four weeks prior to the grant date. Maximum cortribution limits are set by legislation and the levels of
participation allowed are within these limits and apply to all participants. Employees pay a monthly fixed amount into a
savings account and may elect to save over three or five years. At the end of the savings period, employees have six months

1o exercise their options or withdraw the saved funds. Further information on the operation of the scheme can be found on

pages 90 to 110 of the Centrica plc 2018 Annual Report and Accounts.

Dividends paid and proposed )
o 2018 2017

£m £m
Declared and paid'during the year
Final dividend of £Nil (2017 - £Nil) per ordinary share ) - -
Interim dividend of £0.625 (2017 - £0.283) per ordinary share ' X ... 500 - . 227
) 4 0 7

On 19 December 2018 the Company paid an interim dividend of £500.0m (2017: £227.0m) to its immediate parent
undertaking GB Gas Holdings Limited. The Directors do not recommend the payment of a final dividend (2017: £nil).

Y
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Operating leases

Leases as lessee

At 31 December the Company had total future minimum lease payments under non-cancellable operating leases for vehicles
with the following maturities:

2018 2017

. . £m . im

Within one year _ ' 4 7.5 5.3
In two to five years » ) 52 .. 153
12.7 20.6

A Included within future minimum lease payments above are the following amounts due to British Gas Finance Limited: £5.4m
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(2017: £3.1m) within one year and £2.2m (2017: £12.9m) between two and five years.

Payments under certain station tolling arrangements are contingent on l.he'capacity being made available to the Company.
This capacity is uncertain and can be made unavailable at short notice, which results in no costs being incurred by the
Company. No commitments are therefore included in the above disclosure for these arrangements.

On 31 December 2013, British Gas Trading Limited sold its beneficial interest in certain contracts to two newly formed
entities within the Centrica plc group; British Gas Energy Procurement Limited and Centrica Energy Marketing Limited. As
a result of this sale, the entity now has back to back agreements in relation to tolling and renewables agreements. In the
current year, the Company paid £59.4m (2017: £63.3m) in relation to renewables contingent rentals. Payments under certain
arrangements with renewable providers to purchase physical power, renewable obligation certificates and levy exemption
certificates from renewable sources are contingent upon actual production. The Company paid lease rentals and received
lessor income of £nil (2017: £30.7m) in relation to operating lease tolling rentals, in 2018 this tolling arrangement was no
longer in place. . ' o

Other commitments and contingencies

The Company routinely enters into sale and purchase transactions for physical delivery -of gas, power and oil.
Simultaneously, the Company enters into back to back contractual arrangements associated with the Energy Marketing and
Trading business with Centrica Energy Marketing Limited, a Group company. The Company also enters into back to back
contractual arrangements associated with procuring gas and power for residential and business customers with British Gas
Energy Procurement Limited, also a Group company. The back to back arrangements entered into by BGTL see the
beneficial interest of all underlying contracts transferred to CEML and BGEPL. CEML and BGEPL thus assume the risks .
and rewards associated with these contracts. It is noted that these contracts are transferred via back to back agreements and
therefore where such back to back agreements exist no commitments have been disclosed in these financial statements. - -

The Company also signed an agreement with BGEPL in which BGEPL agreed to source commodities as required by the
Company the price for which is determined by the back to back contracts entered irito by BGEPL. A fixed fee of £42m per
annum (indexed) is payable by the Company under the terms of this contract to reflect the activities and elements of risk
taken on by BGEPL. The agreement remains operational until both™ parties agree to terminate the agreement. No
commitments associated with this contract have been included in the disclosures below.
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A\
Other commitments and contingencies (continued)

As at 31 December 2018, the Company- has the following commitments, based on minimum contractual quantities (per
contractual terms entered into), commodity purchase prices and foreign exchange rates as at the reporting date.

2018 . 2017
£m £m
~ LNG capacity’ . ’ . 5559 601.7 .
Transportation capacity : : - " 126.1 - 1326
‘Energy Company Obligation ' 9.7 ' 6.7
Outsourcing of services ) 39.8 46.0 -
Smart meter arrangements with MAPs ' 100.5 . 144.6
Other commitments . . .. - 186 . 16.5

850.6 948.1

Other guarantees and mdemnmes :

In connection with the Group's energy trading, transportation and upstream activities, certain Group companies, including
the Company, have entered into contracts under which they may be required to prepay, provide credit support or other
collateral in the event of a significant deterioration in creditworthiness. The extent of ‘credit support is contmgen( upon the
balance owing to the lhlrd party at the point of deterioration.

On 31 December 2013, as part of a process to increase clanty and transparency in financial reporting, the Company sold its
beneficial interest in its commodity purchase contracts to two newly formed entities within the Group; BGEPL and CEML.

" Concurrently, the Company received a guarantee from GB Gas Holdings Limited in relation to all obligations in connecuon
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" with these contracts transferred to BGEPL and CEML

Financial instruments at fair value

The Company routinely enters into sale and purchase transactions for physical delivery of gas, power and oil.
Simultaneously, the Company enters into back to back contractual arrangements associated with the Energy Marketing and
Trading business with Centrica Energy Marketing Limited, a Group company. The Company also enters into back to back
contractual arrangements associated with procuring gas and power for residential and business customers with British Gas
Energy Procurement Limited, also a Group company. The back to back arrangements entered into by BGTL see the
beneficial interest of all underlying contracts transferred to CEML and BGEPL CEML and BGEPL thus assume the risks
and rewards associated with these contracts. . .

The purchase and sales contracts for the physical delivery of gas, power and oil are within the scope of IAS 39 due to the
fact that the original contracts entered into by BGTL and the related back to back arrangements constitutes a practice of
taking delivery and selling in a short space of time. Such contracts are accounted for as derivatives under 1AS 39 and are
recognised in the Company’s statement of financial position at fair value. Due to the beneficial interest contracts also being
in the scope of IAS 39, and matching the underlying derivative contracts, this has the effect of grossing-up the Statement of
Financial Position for the Company.

BGTL has entered into an agreement with BGEPL in which BGEPL agreed to source commodities as requested by BGTL,
the price for which is determined by the back to back contracts entered into by BGEPL. This separate contract has been
deemed to be an own-use contract for the Company since it only pays for commodities delivered and will only call on
commodity purchases to meet its downstream demand. BGEPL is considered to be a principal in the transaction as it °
assumes the risk and rewards of balancing the purchase and sales contrac(s to meet the commodity needs of the Company.

See 'Key sources of estimation uncertamty {note 3) for the detailed accounting policy applied by BGTL for denvatlve
financial instruments in these financial statements.
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Financial instruments at fair value (continued)

Determination of fair values

The Company’s policy for the classification and vatuation of financial instruments is disclosed in the accounting policies
section of these financial statements. The fair value hierarchy levels are determined in accordance with IFRS 13 and are
consistent with those used by its uitimate controlling party being Centrica pic.

Fnlr value hierarchy

Financial assets and financial Ilabllmes measured and held at fair value are classified into one of three categones known as
hierarchy levels, which are defined according to the inputs used to measure fair value as follows:

* Level I: Fair value is delenmned using observable inputs that reflect unadjusted quoted market prices for identical assets
and liabilities.

* Level 2: Fair value is detérmined using significant inputs that may be directly observable i inputs or unobservable inputs that
are comroborated by market data. .

= Level 3: Fair value is determined using significant unobservable inputs that are not corroborated by market data and may
be used with internally developed methodologies that result in management's best estimate of fair value.

Financial instruments carried at fair value

Fair value )lierarch 1y

Fair value and

carrying value Level 2 Level 3
31 December 2018 : £m £m £m
Derivative financial assets - held for trading under [AS 39
Energy derivatives 1,057.4 519.3 538.1
Foreign exchange derivatives o 1 ... 312 : .
Total financial assets at fair value . 1,0886 550.5 5381
Derivative financial liabilities - held for tradmg under [AS
39 ’ .
Energy derivatives (1,081.6) (543.5) (538.1)
Foreign exchange derivatives ©(312) (31.2) -
Derivative financial liabilities - in hedge accounting
relationships
Derivative financial liabilities — in hedge accounting .
relationships: e (0 7) . - (0 7)< =
Total financial liabilities at fair value TR s ‘(575 T )
Total financial instruments at fair value (24.9) - (24.9) -
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Financial instruments at fair value (continued)

carrying value Level 2 Level 3
31 December 2017 £im £m £m
Derivative financial assets - held for tradmg under 1AS 39
Energy derivatives ) 1,121.2 595.1 526.1
Foreign exchange derivatives 30.1 30.1 -
Derivative financial assets - in hedge accounting,
relationships .
Foreign exchange derivatives .09 B 0._? e .
Total financial assets at fair value - .1,152.2 _...626.1 . .526.1
Derivative financial liabilities - held for trading under
1AS39 '
Energy derivatives (1,136.8) (610.7) (526.1)
Foreign exchange derivatives .('30_.1}1 B (30.‘1 ) R
Total financial liabilities at fair value ( l 166 9) (640 8) 1(526.1)
Total financial instruments at fair vahie (14.7 (14.7) -

Fair value and

» Denvatwc financial-assets mclude amounts due from Group undertakings of 482 3m (2017: £458.6m). Derivative financial
llabthtles include amounts due to Group undertakings of £604.6m (2017: £692. 8m)

Related party transactions

The Company has taken advantage of the exemption within FRS l0l from disclosure of transactions with other
wholly-owned Centrica plc Group companies and key management personnel compensation. Key management personnel
and their families purchase gas and electricity from the Company for domestic purposes on terms equal to those for other
employees of the Group.

) Dun’r;g the year, the Company entered into arm’s length transactions with the following related parties:

Nuclear associates
EDF Energy Nuclear Generation Limited
Lake Acquisitions Limited

These transactions and associated balances are as follows:

2018 2017

Nuclear Nuclear

Associates Associates

£m £fm

Purchase of power - 476.0) (526.9)
Amounts owed to related parties (41.8) (40.2)

“'No provision for bad or doubtful debts owed by related parties was required (2017: £nil).
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‘Parent and ultimate parent undertéking

The immediate parent undertaking is GB‘Gas'Holdir.ngs Limited, a company regisferéd in England and Wales.

The ultimate parent undertaking and controlling paxty is Centrica plc, a company registered in England and Wales, which is
the only company to include these financial statements in its consolidated financial statements. Copies of the Centrica plc
consolidated financial statements may be obtained from www.centrica.com. The financial statements can also be obtained

from the following address:

Millstream .
Maidenhead Road

Windsor

Berkshire B
SL4 5GD C :
England and Wales



