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British Gas Direct Employment Limited

Directors' Report for the year ended 31 December 2010

The Directors present their report and the audited financial statements of British Gas Direct Employment Limited (the “Company™)
for the year ended 31 December 2010

Principal activities
The principal activity of the Company was the provision of direct sales force services for Bntish Gas Trading Lumuted

Business review

The Company continued to provide direct sales force services to British Gas Trading Limited throughout 2010 In respect of 2011
and beyond, there 15 no intention to change the provision of these services

The Company has taken advantage of the provisions of the Comparues Act 2006 (the ‘Act’) to abolish the requirement to have an
authorised share capital A Special Resolution was passed by the Company’s sole member on 20 January 2010 to delete all
provisions of the Company’s Memorandum of Assoctation which, by virtue of section 28 of the Act, were treated as provisions of
the Company’s Articles of Association and then by adopting new Articles of Association

Financial Risk Management

From the perspective of the Company, the principal nsks and uncertainties are integrated with the principal nisks of the Cenirica plc
group ( ‘the Group™) and are not managed separately Accordingly, the principal nsks and uncertainties of the Group which include
those of the Company are discussed on pages 30-36 of the 2010 Annual Report and Accounts of the Group which does not form part
of this report

The Directors have estabhished objectives and pelicies for managing financial nsks to enable the Company to achieve its long-term
shargholder value growth targets within a prudent nsk management framework These objectives and policies are regularly
reviewed

Results and dividends
The results of the Company are set out on page §

The profit on ordinary activities after taxation for the for the year ended 31 December 2010 1s £844,000 (2009 £1,080,000)
No dividends were paid during the year and the Directors do not recommend the payment of a final dividend (2009 £Nil)

Financial Position

The financial position of the Company 15 presented i the balance sheet on page 6 Shareholder's funds at 31 December 2010 were
£12,934,000 (2009 £12,090,000)

Directors
The following served as Directors duning the year and up to the date of the signing of these financial statements

A C J Cameron
C TP Jansen

Directors’ and officers' hability insurance

Directors’ and officers’ hability msurance has been purchased by the ulumate parent company, Centrica plc, and was in place
throughout the year under review The msurance does not provide cover n the event that the Director 1s proved to have acted
fraudulently
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British Gas Direct Employment Limited

Directors’ Report for the year ended 31 December 2010 {(continued)

Employment pohcies

Duning 2010, the Company employed an average of 593 people, all employed 1n the United Kingdom (2009 669) The disclosures
surrounding the ‘Employee Costs’ and the ‘Average number of employees duning the year’ {see note 4) relate to Centrica Group
employees that work in the Company's business The Directors believe that the disclosures given are the fairest representation of the
staff costs for the business

Employees are regularly updated on performance aganst the Group’s strategy There are regular employee surveys, action planning
forums and dialogue with representatives of local employee consultative bodies and recogmsed trade umions to ensure a
comprehensive understanding of employees’ views The Centrica Group, to which the Company belongs, encourages employee
share ownership by operating tax authonity-approved share schemes open to all eligible employees, including Executive Directors

The Company 15 commutted to pursuing equality and diversity 1n all its employment activities and continues to support mtiatives to
provide employment for people from minonty groups n the commumity, including people with a disability, carers and lone parents
To the extent possible, people with a disamlity are offered the same employment training, career development and promotion
opportumties as other employees

The Company’s business principles and policies set out standards of behaviour expected of its employees in conducting business n
an ethical way

Crediter payment policy
It 15 the Company’s policy to pay all of its creditors in accordance with the policies set out below

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

Statemnent of Directors’ Responsibilities
The Directors are responsible for preparing the Directors’ Report and the financial statements in accordance with applicable 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 statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law} Under company law the Directors must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period In prepanng these financial statements, the Directors are required to

* select suntable accounting pohicies and then apply them consistently,

*» make judgements and accounting estimates that are reasonable and prudent,

* state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed
and explamed 1n the financial statements, and

» prepare the financial statements on the going concern basis unless it 1s nappropriate to presume that the Company
will continue 1n business
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British Gas Direct Employment Limited

Directors’ Report for the year ended 31 December 2010 (continued)

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

Disclosure of information to auditors

Each of the Directors who held office at the date of approval of this Directors’ Report confirm that so far as he 1s aware, there 1s no
relevant audit information of which the Company's auditors are unaware, and he has taken all steps that he ought to have takenas a
Director to make himself aware of any relevant audit information and to establish that the Company's auditors are aware of that
information

Auditors

Pursuant to Section 487 of the Comparies Act 2006, the auditors will be deemed to be reappointed and PricewaterhouseCoopers
LLP will therefore continue 1n office

This report was approved by the Board on S-H;\ ,(e_P\ZwL.,\ 2011

For and on behalf of Centrica Secretafies Limited
Company Secretary

Company registered in England and Wales, number 4187128
Registered office

Millstream

Maidenhead Road

Windsor

Berkshire SL4 5GD
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British Gas Direct Employment Limited

Independent Auditors' Report to the Members of British Gas Direct Employmeat Linited

We have audited the financial statements of British Gas Direct Employment Limuted for the year ended 31 December 2010 which
comprise the Profit and Loss Account, the Balance Sheet and the related notes The financial reporting framework that has been
apphed n their preparation 1s appheable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

Respective responsibilities of Directors and Auditers

As explained more fully m the Dwrectors’ Responsibilities Statement set out on page 3 the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit and
express an opinion on the financial statements 1n accordance with applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body 1n accordance with
Chapter 3 of Part 16 of the Compames Act 2006 and for no other purpose  We do not, 1n giving these opinions, accept or assume
responsibility for any other purpose or to any other person to whom this report 1s shown or into whose hands 1t may come save
where expressly agreed by our prior consent i1 writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropriate to the Company’s circumstances and have been consistently applied
and adequately disclosed, the reasonableness of sigmificant accounting estimates made by the directors, and the overall presentation
of the financial statements

Opimon on financial statements
In our opimon the financial statements

+ give a true and fair view of the state of the Company’s affars as at 31 December 2010 and of its profit for the year
then ended,

* have been preperly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

* have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given in the Directors” Report for the financial year for which the financial statements are prepared 15
consistent with the financial statements

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

» adequate accounting records have not been kept, or retumns adequate for our audit have not been received from
branches not visited by us, or

+ the financial statements are not 1n agreement with the accounting records and retumns, or
= certain disclosures of directors’ remuneration specified by law are not made, or
* we have not received all the information and explanations we require for our audit

Andrew Duxbury (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Thames Valley Office

The Atrium,

1 Harefield Road,

Uxbndge  UBS IEX

2011
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British Gas Direct Employment Limited

Profit and Loss Account for the year ended 31 December 2010

Notes 2010 2009

£'000 £7000

Turnover 2 17,731 22,651
Operating costs 3 (16,887) {21,611)
Profit on activities before taxation 844 1,080
Taxation on profit on ordinary activities 5 - -
Profit for the financial vear 9 844 1,080

There are no differences between the profit on ordinary activities before taxatton and the profit for the year stated above and their
histoncal cost equivalents

There have been no recognised gains or losses during the year other than those shown 1n the profit and loss account
All the activities relate to continuing operations

The notes on pages 7 to 10 form part of these financial statements
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British Gas Direct Employment Limited

Balance Sheet at 31 December 2010

Notes 2010 2009
£000 £000

Current assets
Debtors (amounts falling due within one year) 6 14,617 13,407
Creditors (amounts falhng due within one 7 (1,683) (1,317)
Net current assets 12,934 12,090
Total assets less current babilities 12,934 12,090
Net assets 12,934 12,090
Capital and reserves
Called up share capital 8 - -
Profit and loss account 9 12,934 12,090
Total shareholder's funds 10 12.934 12.090

The financial statements on pages 5 to 10 were approved and authorised for 1ssue by the Board of Directors on
and were signed on 1ts behalf by

A C J Cameron
Director

Registered number 4187128
The notes on pages 7 to 10 form part of these Financial Statements
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British Gas Direct Employment Limited

Notes to the Financial Statements

1. Principal aceounting policies

Accounting principles

The financial statements have been prepared on the going concem basis under the histoncal cost convention 1n accordance with
Umited Kingdom Accounting Standards and the Companies Act 2006

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

Basis of preparation

The Company 15 & wholly-owned subsidiary undertaking of GB Gas Holdings Limited, which 18 a wholly-owned subsidiary
undertaking of Centrica ple The Company has taken advantage of the exemptions within FRS 1, Cash Flow Statements, from
presenting a cash flow statement, and within FRS 8, Related Party Disclosures, from disclosing transactions with other group
companies that are wholly owned

Turnover

Turnover compnses mcome received from other Group companies for the supply of direct sales force staff  All turnover arose 1n the
United Kingdom

Pensions

Employees of the Company are ehigible to join the Centrica ‘Flexable Chowce™ Pension Scheme, a defined contrmibution scheme
Defined contmbution scheme pension costs are charged to the profit and loss account and represent the amount of contmbutions
payable to the scheme in respect of the accounting period

Taxation

Current tax, including UK corporation tax, 1s provided at amounts expected to be paid {or recovered) using the tax rates and laws
that have been enacted or substantially enacted by the balance sheet date

2 Turnover
2010 2009
£'000 £7000
Recharges to group undertakings 17,731 22691

3 Operating costs
The Company’s operating costs, which have been charged to the profit and loss account, comprise

2010 2009

£000 £000

Employee costs (note 4b) 16,433 21,450
Administrative expenses 454 161
16,887 21,611

Auditors’ remuneration of £4,124 (2009 £4,382) relates to fees for the audit of the UK GAAP statutory accounts of the Company
and includes fees in relation to the audit of the IFRS group consohdation schedules, for the purpose of the Centrica Group audt,
which also contnibute to the audit of the Company The auditors™ remuneration 15 borne by Centrica plc
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British Gas Direct Employment Limited

Notes to the Financial Statements (continued)

4. Directors and employees

a) Directors’ emoluments
None of the Directors received emoluments in respect of therr services to the Company during the year (2009 £mil)

b) Employee costs

2010 2009
£000 £°000
Wages and salanies 14,802 19,380
Secial securtty costs 1,516 1,932
Other pension and retirement benefits costs 115 138
16,431 21.450
) Average number of employees during the year
2010 2009
Number Number
Sales Staff 593 669

d) Pensions

As at 31 December 2010 substantially all of the Company’s employees were eligible to join the Centrica Flexible Choice Pension
Scheme This scheme 15 a defined contribution pension scheme The assets of the scheme are held separately from those of the
Company 1n an independently admimistered fund The pension cost charge represents contributions payable by the Company to the
fund and amounts to £115,188 (2009 £138,325) The amount outstanding at the balance sheet date was £N11 (2009 £(330)) The
Centrica Flexible Choice scheme commenced 1n July 1999 and replaced a previous defined contribution scheme
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British Gas Direct Employment Limited

Notes to the Financial Statements (continued)

5. Taxation on profit on ordinary activities

(a) Analysis of tax charge in the period
The tax charge compnises

Current tax:

Umited Kingdom corporation tax at 28%
Total current tax

(b) Factors affecting the tax charge for the period

2010
£000

2009
£7000

The tax assessed for the year differs from that calculated at the standard rate of corporation tax 1n the UK (28%) The

differences are explamned below

Profit on ordinary activities before tax

Tax on profit on ordinary activities at standard
corporation tax rate of 28% (2009 28%)
Effects of

Group rehef for ml consideration

UK UK transfer pricing adjustment

Tax charge for the period

2010 2009
£°000 £000
844 1,080
236 302
(299) (354)
63 52

A number of changes to the UK corporation tax system were announced n the March 2011 Budget Statement The main rate of
corporation tax reduced from 28% to 26% from 1 Apnl 2011 and was substantively enacted on 29 March 2011 An ymbial reduction
of 1% to 27% effective from 1 Apnl 2011 was enacted by Finance (No 2) Act 2010 and 15 therefore taken into account in these
financial statements Further reductions to the main rate are proposed to reduce the rate by 1% per annum to 23% by 1 Apnl 2014,
and the reduction to 25% from 1 April 2012 15 expected to be enacted by Finance Act 2011 Beyond the reduction to 27%, the
changes had not been substantively enacted at the balance sheet date and, therefore, are not included m these financral statements

The impact of these changes 1s ml as no deferred tax anses

6. Debtors (amounts falling due within one year)

Amounts owed by group undertakings
Prepayments and accrued income

The amounts owed by group undertakings are unsecured, non-interest beanng and payable on demand

2010 2009
£'000 £000
14,601 13,391
16 16
14,617 13,407

£10,378k (2009 £10,421k)1s due from Centrica plc and £4.223k (2009 £2.970k) 15 due from British Gas Trading Limited

7. Creditors (amounts falling due within one year)

Tax and social security
Other creditors
Accruals

2010 2009
£:000 £000
553 563

1 33
1,129 721
1,683 1317
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British Gas Direct Employment Limited

Notes to the Financial Statements (continued)

8 Called up share capital

2010 2009
£'000 £000
Authonsed
Nil ordinary shares of £1 each (2009 100,000 - 100
ordinary shares of £1 each)
£ £
Issucd, allotted and fully paid
2 ordinary shares of £1 each 2 _2

The Company has taken advantage of the provisions of the Companies Act 2006 {the ‘Act’) to abolish the requirement to have an
authorised share capital A Special Resolution was passed by the Company’s sole member on 20 January 2010 to delete all
provisions of the Company’s Memorandum of Association which, by virtue of section 28 of the Act, were treated as provisions of
the Company’s Articles of Association and then by adopling new Articles of Association

9. Reserves

£°000
1 January 2010 12,090
Profit for the financial year 844
31 December 2010 12,934

19. Movements in shareholder funds
2010 2009
£000 £000
1 January 12,050 11,010
Profit for the financial year 844 1,080
31 December 12,934 12,090

11 Ultmate parent undertaking

The immedate parent undertaking 1s GB Gas Holdings Limited, a company registered in England and Wales The ultumate parent
undertaking and controlling party 1s Centrica ple, a company registered in England and Wales, which 1s the only company (o include
thesc financial statements in 1ts consolidated statements Copies of the 2010 Annual report and Accounts of Centrica may be
obtaned from www centrica com
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