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Centrica plc TR
Preliminary results for the year ended 31 December 2007
Financial overview: 4 .J/ ) 7
. Group results in line with trading update in December 2007 ﬁ{/ / 5
- Revenuen down 0.4% at £16.3bn

. Operating profit*» up 40% to £1,949m ey

. Earnings*A up 60% to £1,121m S%H:
. Adjusted basic earnings per share up 58% to 30.6p

. Recommended final dividend of 9.65p/share, full year dividend of 13p/share, up 17%

Operating overview:
. Growth in Group profits driven by strong first six months

. British Gas Residential customer service significantly improved. Qver 200,000
customers retumed to British Gas in the second half

- Gas production volumes up 18% on prior year
. Investment in upstream asset base up 71% on prior year at £801m

. Growth businesses all produced record profits

“2007 was a year of substantial achievement for Centrica during which we made further
progress on addressing the key priorties for the business. This will enable us to move forward
with a leaner and more focused business and to concentrate on securing growth in the
compelitive markets in which we operate”. '

Sam Laidlaw, Chief Executive

Statutory results:

The statutory results include exceptional items and certain re-measurements which are
explained In the Group financial summary and disclosed in note 3.

. Operating profit £2,184m (2006: £130m)
« Eamings £1,505m {2006: Loss of £155m)
. Basic earnings per ordinary share 41.0p (2006: Basic loss per ordinary share 4.3p)

* including joint ventures and assoclates net of interest and taxaticn, and tefore exceptional iteme and carlain re-measuremanta 1
A from continying operaticns
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Chairman’s Statement
Performance review

Centrica delivered very strong financial results during another challenging year for UK energy
retailers.

New pipelines from Norway and the Netherlands, which were underpinned by long term gas
contracts with British Gas, began to bring additional gas to the UK and helped ta bring down
wholesale gas prices at the start of the year. This allowed us to show leadership in the market
by passing reductions in the wholesale price on to our customers by reducing our retail prices in
March and April. Unfortunately the spectre of high wholesale energy prices appeared again in
the second half of the year as global oil prices reached record highs and this has continued into
the start of 2008. As a resuit it was necessary for us to ralse customer tariffs last maonth.

Management worked diligently through 2007 to minimise the impact of rising wholesale energy
prices, making substantial inroads into the operating cost base of British Gas and extracting
efficiericies where possible. At the same time we must continue to invest in high guality energy
assets to serve our UK and international customers and this reinvestment in our business ¢an
only be funded through the consistent delivery of reasonable and sustainable profits.

In February last year Sam Laidlaw clearly set out four prerities for Centrica and | believe that
management has made some real progress against these objectives. Sam reports on this
progress in detalil in his review of the year.

British Gas delivered strong financial returns in a year when it also reversed the decline in the
size of its customer base. This was achieved not only through lower commodity costs in the
first half but also through lower pricing. the continued removal of excess costs, the launch of
more innovative propositions and a dedication to improving customer service. During the year
Centrica Energy completed a gas acquisition in the North Sea and acquired additional gas
exploration acreage with strong future potential. We continue to look for opportunities to
acquire more substantial gas assets.

Our growth businesses performed very strongly in 2007, British Gas Business and British Gas
Services delivered record results, underpinned by ongoing growth in customer numbpers. In
North America, Direct Energy also delivered record profits against the backdrop of a weakening
housing market, early signs of an economic downturn in the United States and adverse
exchange rate movements. It was also another year of record profits in Centrica Storage. In
Europe however, while the Commission remains supportive of real network unbundling,
meaningful progress on market deregulation was limited.

Dividend

The Board is proposing a final dividend of 9.65 pence (2008: 8.0 pence) for payment in June
2008 bringing our full-year dividend to 13 pence (2006: 11.15 pence). This represents an 17%
year-on-year increase, in line with our policy and commitment to sustained real growth in the
ordinary dividend.

Board changes

Early in the year we changed the structure of our executive management team, with Phil Bentley
assuming the role of Managing Director of British Gas, Jake Ulrich adding Europe to his
responsibilities as Managing Director of our upstream activities and Nick Luf joining Centrica
from P&QO as Group Finance Director. | believe that under the leadership of Sam Laidlaw the
team has already begun to make a real difference to both the short-term performance and the
long-term prospects of Centrica.

- including joint ventures and associates stated net of interest and taxation, and before excepticnal tems and ¢erain re-measurements 2
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Cur employees

In a business such as Centrica, people are central to the delivery of better service and improving
financial results. Our employees have worked hard to support the change in systems, working
practices, organisation structure and management within the Company. | thank them all for
their loyalty, hard work and dedication. It is a credit to them that British Gas Business and
British Gas Services were both recognised in the Financial Times Top 50 “Best Workplaces for
2007."

The future

Wholesale energy prices remain extremely volatile and the high gas price at the start of 2008
has squeezed retail supply margins in the UK. In these circumstances retail price increases
have been necessary in order to restore reasonable margins. Wa will, however, continue to
take all possible actions to minimise the impact to our customers whilst delivering the level of
profitability required to underpin the investments necessary 10 secure additional high guality
upstream assets.

We have set out a clear agenda for Centrica in the form of four strategic priorities and we wil
continue {o focus on these as we move forward. In doing this we will seek to strike the
appropriate balance between driving increased efficiencies in the current core UK energy
business, providing growth across the Group and evaluating and securing additional quality
upstream asséts to reduce exposure to short-term commodity price movements. Only by
delivering against our priorities will we be able to satisfy our customers and reward our
employees while maximising returns for our shareholders.

Roger Carr
Chairman 21 February 2008

Earnings and operaling profit numbers are stated, throughout the commentary, befora exceptional items and
certain re-rneasurements wheare applicable — ees nota 1 for definitiors. The Directors believe this measure assists
with better understanding the underlying performance of the Group. The equivalent amounts afler exceptional
items and certain re-measuraments are reflected in note 2 end are reconciled at Group level In the Group Income
Statement. Cerain re-measurements and exceptional items ere descrived in note 3. Adjusted eamings and
adjusted basic earnings per share are reconciled to their statutory equivalents in note 7.

Al current financial results listed are for the 12 months ended 31 December 2007. All references to 'the prior-
period’, ‘the prior-year’, ‘2006" and ‘last year’ mean the 12 months ended 31 December 2006 unless otherwise
specified.

* ngluging Joint ventures and assoclates stated nes of interest and taxation. anad before exceptiona fems and certain re-maasurements 3
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Chief Executive’s Review

Overview of 2007

Centrica delivered a very strong set of financial results during a year of two very distinct periods.
In the first half of the year the UK experienced benign wholesale energy prices as & result of
increased gas supply through new gas pipelines from Norway and The Netherlands and
additional Liquefied Natural Gas facilities which coincided with lower demand due to warmer
weather than normal. During the second half of the year the day ahead wholesale gas price
rose sharply, averaging 56% higher than during the first half. This meant that over two thirds of
Group earnings* were delivered in the first six months of the year. [t also created a much more
difficult environment for all energy retailers in the UK towards the end of 2007 and into the early
part of 2008 which materially impacted margins in the rasicdential anergy supply business.

In February we laid out the four prioritles that formed the management agenda through 2007
and will continue to shape our actions as we move Centrica forward. We set out to:

« Transform British Gas

« Sharpen the organisation and reduce cost
e Reduce risk through increased integration
« Build an our growth platforms

On the first of our priorities, in British Gas we led residential prices lower as we reduced prices
twice for our credit customers, in March and April, by a total of 20% in gas and 17% in
electricity. We alsa established the lowest dual-fue! tariff in the UK through our internet offering
Click Energy. Having completed the migration of all of our customer accounts to the new billing
system in March we concentrated on improving the service delivered to our customers, which
had suffered during the migration process. Our efforts began to make a real difference towards
the end of the year. By the end of the year, from our highest point in April, we had reduced the
time taken to answer customer calls in the second half by 75%, eliminated the entire
correspondence backlog and reduced the level of monthly complaints by over 80%. We also
continued to reduce the operating costs within British Gas, removing £139 million from the
2006 baseline. To further Improve service levels remains a key deliverable for 2008. Combined
with the fall in commodity prices in the first six months, these achigvements helped deliver an
excellent operating profit* result for the year and recover the market share which we had lost
during the first quarter to finish 2007 with 16 million customer accounts.

To begin to address our second priority we made several changes to the structure of our
business during the year. We began to measure the profitability of our power generation fleet
separately. We created three distinct profit centres within British Gas Residential o better
address the different requirements of different customers and increase the accountability for
profitability. A new capital allocation framework requiring increasingly rigorous and consistent
assessment of each opportunity is now helping us to direct our capital to the areas of highest
potential return. We made further inroads Into our operating costs with the outsourcing of parts
of our Human Resources, Finance and Information Systerns functions and rationalisation of the
corporate centre, removing over £30 million of annual costs. Direct Energy was also
reorganised to increase focus on customer service and accelerate growth in new business
areas.

On our third pricrity, although progress has not been as rapid as we had hoped, we did take
some important steps during the year. We want to be able to provide a greater proportion of
our gas requirements from our own resources through a mixture of equity production and new

- including joint vanluras anc associatas stated net of interest and taxation, and before axcsptional items ang certain ra-measuraments 4
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differentially indexed contracts and to continue to develop our electricity generation capability.
Late in the year we acquired Newfield UK Holdings Limited for £242 million. This brought us a
producing gas field, two develepment prospects and interests in six llcences with the potential
to add around 300 bilion cubic fest (bch of gas reserves in the North Sea. We also acquired
interests in licences in Norway and Trinidad bringing our total at the end of the year to 19. From
the winter of 2010/11 we will now have access to an additional 2.4 billion cubic metres (BCM) of
LNG import capacity at the Isle of Grain termina! 1o add to the 3.4BCM we will have available
from October 2008.

In Navember we bid for Rockyview Energy Inc in Alberta and completed the deal early in 2008.
This adds an additional 43bcf of gas to our Direct Energy business. in Centrica Storage the
creation of an innovative virtual storage product helped to drive a year of record profitability. We
also made good progress on new power generation assets in the UK and remain on schedule
to have the 885Megawatt (MW) Langage gas-fired power station project operational in the first
quarter of 2009. We also expect 10 be ready to generate the first power from the 180MW
offshore wind farm at Lynn and Inner Dowsing in the third quarter of 2008. We currently have a
portfolio of 430MW of offshore wind projects in the construction or early planning stage which
will keep us at the forefront of renewable generation. Late in the year, due to ongolng delays in
the granting of planning permission, we withdrew from the consortium which is assessing the
viability of constructing an LNG terminal at Canvey Island. We were also disappointed by the
omission of pre-combustion carbon removal projects from potential government financial
support. This is likely to affect our Eston Grange clean coal power generation project on
Teesside.

We made strong progress during the year on our fourth priority, to build our growth businesses
more rapidly. British ‘Gas Business defivered a record year of profitability with a growing
customer base and improving levels of customer satisfaction. In British Gas Services we grew
operating profit by 48% over 2006 with continued growth of 7% in the number of customer
relationships and a fundamental turnaround in service levels compared to the early part of 20086.
In Direct Energy, before exchange rate movements, we grew operating profit by 18%. The
second half of the year was weaker against the backdrop of increasing competition in our key
residential energy market of Texas and a slowing US property market which restricted growth In
the services business. We also made further progress in improving the balance of the business
with the Commercial and Industrial energy business moving into profit for the first time and
Upstream and Wholesale Energy more than doubling its contribution. In March we launched
British Gas New Energy to bulld on our leading position in energy efficiency in the UK and to
maximise the potential to Centrica of the growing consumer awareness of climate change.

In summary, 2007 was a year of considerable change and substantial achievement for Centrica
during which we made some strong progress in addressing the key priorities for our business.
This will enable us to move forward with a leaner and more focused business and continue to
concentrate on those things which maks us increasingly competitive In the markets in which we
operate.

Business outlook

We will continue to focus our efforts on making progress against the four priorities which we set
out early in 2007. On our first priority of transforming British Gas. our main focus will continue
to be the improvement of customer service while delivering sustainable returns. We are striving
to return to the top of the league table for customer service and we will measure our progress in
line with the rest of the Industry by tracking the drop in the number of complaints made by our
customers. Longer term we believe that for all energy suppliers to substantially improve
customer service requires a nationwide investment in smart metering technology. We continue

- Incluging ioinl ventures and assoclates stated net of interast and laxation. and before excepiional tams and cartain re-measuramants )
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to focus on costs and in 2008 we expect to remove from the operating cost base the additional
£60 milion which was delayed in 2007 as improving customer service became an even greater
priority. We will also increase our investment In the British Gas brand as we seek to rebuild its
relavance to consumers, not only as a provider of energy but of energy efficiency advice and
services.

On our second priority we will be relentless in our efforts to remove excess cost from our entire
business and identify and re-engineer any remaining outdated processes and procedures. In
the pursuit of value we will concentrate on driving inefficiencies out of the business, maximising
our growth potential and generating appropriate returns on the capital we invest. In doing this
we will establish and report on a package of performance measures which will help investors
understand the shifting dynamics of each of our businesses.

Priority three, to reduce risk through increased integration, will be at the top of our agenda in
2008, We intend to build on the successes of 2007 and to deploy capital here even more
rapidly while retaining the same focus on value creation. Good quality power generation and
gas assets that fit our profile, both in the UK and internationally, will continue to be a focus for
us. During 2008 we will assess further opportunities in gas storage and develop our gas
exploration prospects in the UK, Norway and Nigeria. Last month's European Commission
announcement of draft legisiation also set new renewables targets for the UK over the period to
2020. Given our position as the largest residential electricity supplier in Great Britain with the
lowest carbon intensity, we will evaluate our options to contribute further to what needs to be a
very large scale UK offshore renewables project.

In delivering our fourth priority of building on our growth platforms we will continue to drive both
top and bottom line improvement. In British Gas Business we will seek to maintain our current
growth trajectory on customer numbers through ongoing development of our routes to market
while focusing also on further enhancing the service we deliver. In British Gas Services we will
continue to improve service levels, particularly in the busy winter months, grow our customer
base by developing new care and on-demand propositions and further improve the operational
efficiency of the business. British Gas New Energy will be increasingly important in 2008,
leading the way in responding to the rising demand among cONsSUMers for products and
services which deliver energy efficiency and reduce carbon emissions, Last month we
announced a stronger contractual relationship with Ceres Power around the development of a
domestic Combined Heat and Power boiler using ground-breaking fuel cell technology,
supported by a £20 million equity investment. We will seek to identify more ways to move the
climate change agenda forward and to keep British Gas at the forefront of this movement. In
Direct Energy there is real potential to grow this business both organically and through
acquisition. Near term prospects here wiil be affected by the depth and length of any economic
downturn but we will seek to minimise any Impact through the increasing diversity of our
business streams and the building of more material businesses in upstream and wholesale
energy and in commercial and industrial energy. Europe remains challenging. This year we will
concentrate on simplifying the ownership structure of SPE in Belgium as the merger of Suez
and Gaz de France proceeds. We will also continue to grow our Belgian, Dutch and Spanish
businesses and establish ourselves firmly in the industrial and commercial market in Germany.
Trading outiook

At the start of 2008 high wholesale energy prices once again challenged short term operating
margins for UK energy retailers. In British Gas Residential this left us no option but to raise
tariffs 10 our customers by 15% in January. Although this was disappointing, retail prices are
still fower than at the same time last year.

= including joint venturas and associates stated aet of intarast and taxation, and bafore exceptional tams and certain re-measurements 6
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The favourable commodity picture we experienced in the first half of the year, which drove
higher profits in the residential supply business and which was behind the stronger 2007
eamings, is unlikely to be repeated in 2008. While the current forward market gas price
provides a more positive outlook for our gas production business it would make. the legacy
industrial and commercial contracts loss making. A greater proportion of upstream profits in the
year would increase the Group effective tax rate.

We will, however, be steering the same course in 2008 as we have in 2007, guided by the
priorities that | set out a year ago. The UK markst is challenged by high wholesale energy prices
which appear to be taking their lead from the oil-inked gas markets of continental Europe and
our other markets ars feeling the effects of weakening economic conditions. In this environment
it is important that we remain single-minded In making our operations leaner and more efficient
to give us the maximum chance of success both in the UK and internationally.

Sam Laidlaw
Chief Executive 21 February 2008

- including Joint ventures and associates stated net of Interest and taxstion. and befare exceptiona! teme and cenaln re-meagurements 7
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Group Financial Summary N

Group revenue from continuing operations remained broadly flat at £16.3 billion (2006: £16.4
billion). Increases in British Gas Services and British Gas Business as well as the first reported
revenues from our Power Generation business were offsel by the reduction seen in British Gas
Residential due to lower gas and power consumption levels.

Group operating profit* from continuing operations was up 40% at £1,949 million {20086: £1,392
million). The year-on-year movement was primarily due to the turnaround in the profitability of
British Gas Residential and the industrial and commercial gas supply contracts due to the
reduction in the wholesale gas price in the first half of 2007. Record operating profits* were alse
made in British Gas Business, Sritish Gas Services, Centrica Storags and Direct Energy.

The statutory profit for the year was £1,505 million (2008: loss of £155 million). The reconclling
items between adjusted Group profit” and the statutory profit are exceptional items and certain
re-measurements and discontinued operations that are explained below.

Group earnings* on a continuing basis were up by 60% to £1,121 milion (2006: £701 million).
This growth in eamings* came from the higher operating profit® combined with a significant
change in profit mix towards greater downstream contribbutions, resulting in a lower effective
group tax rate of 40% in the year (2006: 44%). Interest paymenis were also lower, at £73
million (2006: £141 million), following the favourable cashflow position held for most of the year.
The interast charge includes a one-off charge of £40 milion refating to the early repayment of
the finance lease on the Humber power station, which helps simplify the Group's debt structure.

Group operating cash flow before movements in working capital was up from £1,892 million in
2006 to £2,494 milion. After working capital adjustments, operational interest, tax, exceptional
charges and discontinued items this stood at £2,357 million (2006: £737 milion). This Increase
in operating cash flow is primarily due to increased earnings and a decrease in the amount of
tax paid. The net cash outflow from investing activities increased to £964 million {2006: £720
million), 34% higher than last year due to the Group's acquisition of Newfield UK Holdings
Limited and a 50% share in the Braes of Doune wind farm. The net cash outfiow from financing
activities increased to £888 million {2006: £597 million), an increase of 49% on 2006, due
mainly to the prepayment of the Humber finance lease resulting in a net cash outilow of £368
miillion related 1o principal and £54 million related to interest.

The Group's net recourse debt level at 31 December 2007 was £795 million (20086: £1,527
million). This was down from 2006 due primarily to the Improved operating cagh flow. This
debt includes £417 million of finance lease commitments on the Spalding power station.

—_——

As a result of changes in the relationship with The Consumers' Waterheater Income Fund, with
effect from 1 December 2007 we no longer consolidate the period results and the balance
sheet of the Fund in Centrica's Group accounts. This has reduced the Group’s net borrowings
by £573 milion. These borrowlngs were previously classified as non-recourse and hence not
inctuded in net recourse debt.

During the year net assets increased to £3,382 million from £1,642 milion as at 31 December
2006. In addition to the retained earnings, net assets were increased by positive moverments
on the mark-to-market of the Group's financial instruments as detailed below.

Exceptionals

There were no exceptional items reported in continuing operations in 2007, {2006: pre-tax
charge of £331 miliion).

- including |oint verturea and assoclates stated net of nterest and taxation. and before exceptianal tema and certein re-measurements 8
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Discontinued operations

The Consumers' Waterheater Income Fund was deconsolidated on 1 Decernber 2007, the
closing date of an Internalisation Agreement entered into between Direct Energy and the Fund
which materially altered the relationship between the two entities. Details of the impact of the
deconsolidation are included in note 1(d) and note 14(i).

Certain re-measurements

In our business we enter into a portfolio of forward energy contracts which include buying
substantial quantities of commodity to meet the future needs of our customers. A number of
these arrangements are considered to be derivative financial instruments and are required to be
fair-valued under IAS 39. Fair valuing means that we apply the prevaiiing forward market prices
to these contracts. The Group has shown the fair value adjustments separately as certain re-
measurements as they are unreaiised and non-cash In nature. The profits™ arising from the
physical purchase and sale of commodities during the year, which reflect the prices in the
underlying contracts, are not impacted by these re-measurements.

The statutory results include credits o operating profit relating to these re-measurements of
£235 milion (2006: net charge of £931 milion}, primarily from marking-to-market some
contracts relating to our energy procurement activities. As gas and power were delivered under
these contracts, the net out-of-the-money mark-to-market positions were unwound generating
a net credit to the Income Statement in the period of £352 million (2006; net charge of £287
milion). As the forward prices increased in 2007 the portfolio of contracts fair vaiued under IAS
39 reported a net charge on revaluation of £104 milion (2006: charge of £638 million). The
remaining charge of £13 milion (2006: charge of £6 million) reflects the proprietary trading
positions relating to cross border capacity and storags contracts.

» inciuding joint venturas and associates stared net of intgrest and taxation. and before exceptional tems and canain rg-measurements 2]
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British Gas Residential

Overall 2007 was a strong year for British Gas as we delivered an excellent financial result, with
margins above our long run expectations. We also made considerable progress in improving
customer service and stabilising the size of our customer base.

The commadity price environment during the year was extremely volatile, with a fall in wholesale
gas prices early in the year leading to a rapid expansion in margins and enabling British Gas to
be the first energy supplier to announce reduced prices for customers. In March we lowered
prices for credit customers in gas by 17% and in elactricity by 11% and followed this up in April
with a further 3% reduction in gas prices and 6% in electricity prices. However, wholesale gas
and power prices rose through the second half of the year and squeezed margins in this period
to just above breakeven.

The quality of our customer service had suffered through 2006 and into the early part of 2007
as we migrated all of our customers to a new billing system. Since completing this migration
operational exceptions have been running at a higher level. We have continued to improve the
data quality in our systems and have focused on the overall service levels we provide to our
customers. In the second half of the year we improved the time taken to answer inbound
customer telephone calls by 75% from its highest point in April and we eliminated the entire
backlog of customer email and written correspondence. The results of our improving service
ware reflected in the level of customer complaints to energywatch which had failen from the
high polnt in April by over 80% by December.

Our more competitive pricing and the improvements we've made to customer service helped us
to stabilise our customer base in 2007. From a low point in April of 1 5.8 million energy
accounts we have returned once again to serving just over 16 million agcounts.

As part of the transformation of British Gas we have improved accountability for the customer
experience and the operating performance by reorganising into three separate lines of business.
This resulted in the creation of a dedicated “pay as you go” business to focus directly on
customers who use prepayment meters, where fundamentally different processes are required.
We have also split the remaining business between the lower volume customers and those who
make up the highast value segment.

Revenue for the year decreased by 9% to £8,457 million (2006 £7.112 milion) dus to lower
average customer numbers across the yaar and lower average energy consumption levels as a
result of unusually warm weather, particutarly in the early part of the year.

Operating profit™ however increased to £571 million (2006: £96 milion) with the majority
delivered in the first half of the year, £533 million (20086: a loss of £143 million). This was due to
lower commodity costs and lower controllable operating costs.

Commodity costs were down by just over £1 billion to £3.2 bilion, more than offsetting the
revenue reduction. This net benefit was partially offset by the ongoing increases in energy
transportation and distribution costs which were up by £92 milllon over 2008. The cost of
delivering our Energy Efficiency Commitment (EEC) in the year was £91 million (2006: £90
milion). As EEC is a mandatory cost of supply for all the major energy suppliers we now
account for this cost within cost of goods rather than operating expenses and have rastated the
comparable figures for 2006 accordingly.

Operating costs decreased by £139 milion to £800 milion (2006: £939 million). While we
continued our drive to reduce costs there was a delay in this reduction in 2007 as we placed an
even greater priority on the improvement in customer service, We axpect to remove an

* including joint venturaa and associates stated net ot Interest end taxation, and before exceptional itema and cartaln re-measuremonts 10
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additional £60 million of operating costs in 2008, achieving the full £200 milion of targeted
savings against the 2006 baseline. : '

For the period ended 31 December FY 2007 FY 2006 A% H22007 H22006 A%
Customer numbers (period end):

Residential gas ('0C0) 10.018 10,263 {2.4) 10,018 10,263 {2.4)
Residential electricity (000} . . .80 sTse 45 8019_ 5758 45,
Total (000) 16,637 16,022 0.1 18,037 18,022 0.1
Estimated market share (%}):

Residential gas® 46.4 47.9  {1.5ppts) 46.4 479  {1.5ppis)
Residential electrgity” 22.4 21.6 0.Bppas 22.4 216 0.8ppts
Average consumption:

Residential gas (therms) 541 569 4.9) 248 203 21
Residertial electricity (kWh) 3,945 4,060 (3.0} 1,080 1,040 2.6
Total consumption:

Resldential gas mmih} 5,443 6,120 (1) 2,477 2,158 15
Residential electicity (GWh) 23,001 23,842 (3.5} 11,7685 11.268 4.4
Transportation & distribution costs (Em):

Residential gas 1,172 1,110 8 566 472 20
Residentiel electicty . _____ .. 84Sy 6. 273 .0 5.
Total ’ ' 1,713 4,621 6 839 729 15
Energy Efficiency Commitment (£m):

EEC o1 a0 1.1 48 45 7
Operating costs (£m):

British Gas Residential 800 939 (15) ag7 496 (22)
Revenue (Em):

Residential gas 4,798 4,832 (11} 1.849 1,948 )]
Resideid glectricity . ___ . ... ..2167, 2280 8 1A A28 Q3
Total 6,457 7,112 (9) 2,960 3,074 (3.7
Operating profit/(loss) (Em)*

British Gas Residential 571 285 501 34 238 {84)
Operating margin (%)

British Gas Residential 8.8 1.3 7.5ppts , 1.3 7.7  {(8.dppisj

A Market shares for 2006 are based on a gas market size of 21,403,959 and an electricity market size of 26.695.229, as stated
by Cfgem in its Demestic Market Retall Report — March 2008,

A Market shares for 2007 are bassd on a gas market size of 21,567,261 and an electricity market dize of 26,917.561, as stated
by Ofgem in its Domastic Market Retall Report — June 2007.

British Gas Business

British Gas Business performed well during the year. Against a backdrop of volatility in
commodity markets we delivered a record financial result and grew our customer base while
continuing to improve our customer satisfaction measures.

Revenue increased by 6% to £2,431 million (2006: £2,303 milion) due to the net positive impact
of price changes during 2006 and 2007, higher customer numbers In both fuels and higher
average consumption in electricity driven by the increase in the number of large corporate
customers, This was only partially offset by the lower average consumption in gas which
resulted from warm weather primarily in the first half of the year. Customer supply point
numbers increased by 2% to 954,000 (2006: 932,000) on strong sales performance and the
maintenance of high contract renewal rates particutarly in our SME business.

Operating profit” was up 38% to £120 milion (2006: £87 milion). This included a contribution of
£38 million (2006: £29 milion) from a favourable historic electricity procurement contract. This

* including joint vantures and associatas stated net af Interest and taxation. and betare pxcepliona! iterms and oertaln re-measurements 11
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contract will also provide a small benefit in 2008 before it expires. The primary drivers of the
year-on-year uplift were the widening of marging during the contract renewal process and the
positive effect of the lower commadity prices on the tariff book. These positive impacts on
gross margin enabled us to lift operating margins in the year to 4.9% (2006: 3.8%).

In customer service we are beginning to see positive resuits from our implementation of a
differentiated service model based on dedicated account managers. During the year, while
migrating the majority of our gas customer accounts to our new gas biling system, we
improved the level of customer satisfaction across the business.

For the period ended 31 December FY 2007 FY 2006 A% H2 2007 H2 2008 A%
Customer supply points (period end):

Gas {'00Q) 412 400 3.0 412 400 3.0
Blectricity (000) L e e S42_ ... 532 N8 842 8% 19,
Total ('000) as4 832 2.4 a54 932 2.4
Average consumption:

Gas (therms) 3.729 4,015 (3} 1.602 1,707 &)
Hlectricity (KWhj 32.644 30,464 7 15,750 15.455 8
Total cansumption:

Gas (mmth) 1,524 1.697 (4.6} 665 682 (2.5
Electricity {Gwh) 17.358 15,864 9 9.056 8,095 12
Transportation & distribution costs (€m):

Gas 174 149 17 8g 71 25
Eloctricity | , . 298 261 14 158 137 14
Total 472 410 i5 245 208 1B
Revenue {Em): '

QGas 1.037 1,115 {7 441 492 {10}
Elegtricity 1,394 1,168 17 723 642 13
Total 2431 2,303 6 1,164 1,134 2.6
Operating profit (Em)”

British Gas Business 1209 a7 38 72 76 5}
Operating margin (%)

British Gas Business 4.9 3.8 1.1ppis 8.2 6.7  (0.5ppts)

British Gas Services ‘

British Gas Services performed strongly in 2007 beth financially and operationally. This was
supported by the improvements made 10 customer service, engineer depioyment and system
stability, which provide us with a strong platform for continued growth.

Revenue was up by 16% at £1,279 milion (2006: £1,104 milior) as the total number of
customer product relationships increased by 7% to 7.8 million (2006: 7.1 million). During the
year we increased the number of customers who take our Homecare Flexi product, which
provides the customer with & lower price entry point to our services, we enhanced our online
offerings and continued to promote our wider product range through cross-selling. We also
strengthened our presence in the on-demand market through our central heating repair service

for non-contract customers, with our number of repairs Increasing by 19% to 414,000 (2006:
347,00Q).

Operating profit” Increased by 48% to £151 million (2006: £102 milion), ahead of revenue
growth, due io the strong growth in higher margin care products outside the core Central
Heating range, combined with the continued focus on cosl contro! and overhead savings. In
addition, profitability in the central heating Instaflation business grew as the number of
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installations, including those for the Scottish Executive, increased Dy 24% to 113,000 {2006:
91,000).

For the period ended 31 December  __ FY2007 FY2006 4% H22007 H22006 __ 4%
Customer product holdings (period eng): '

Central heating ssrvice contracts ('000) 4,525 4,392 3.0 4,525 4,392 a.0
Kitchen appliances care (no. of customers) (‘000) a14 387 7 414 387 7
Plumbing and drains care ('000) 1,536 1,384 14 1.536 1.384 "
Home eiectrical care (1000) _ _ 1473 _e8s ___ 19 1av3 986 18
Totdlhoidings (00O ___ ... 1648 7149 . 7 _ 7848 _ 7149 T
GCentral heating instellations (000} 113 22 24 58 49 18
Revenue (Em)

Gentral heating service contracls 888 Bi4d 12 352 316 11
Central heating inslallations 348 264 32 187 180 25
9!‘9.’_____, - . . o " 243 226 . 8 124 Lnr 6 _
Total ) . . . 1.2?9 1,104 16 663 583 . 14
Enginearing staft employed 9,209 8,676 B 9,209 8.676 6
Operating profit (Em)”

British Gas Services 151 102 48 88 58 52
Operating margin (%)

Sritish Gas Services 11.8 9.2 2.6 ppts 13.3 8.0 3.4 ppis

Centrica Energy

Centrica Energy performed well during a difficult year for gur upstream business when the Day
Ahead wholesale gas price in the UK fluctuated between a low of 13 pence per therm (p/th) in
April to a high of 59p/th in December. The operating profitability of Centrica Energy was
adversely affected by the low wholesale gas prices in the first quarter of the year which reduced
the Gas Production results. This was partially offset by improved profitability in the legacy
industrial and commercial contracts resuiting in overall operating profit” being down just 3% to
£663 million (2006: £686 million).

The segmental reporting disclosure for Centrica Energy now includes the results from our UK
power generatlon assets as a separaie segment, with sales from this segment to the
downstream business based on market prices for power. The operating costs of Centrica
Energy that were previously held within the industrial sales and whaolesaling segment have been
allocated across the appropriate business areas. As the power stations were managed on a
ditferent basis in 2006, prior period figures have not been restated and no resylt is reported for
the power generation segment for 2006.

Gas production and development

Gas production and development includes all of the activities relating to producing gas. oil and
condensates and the related exploration and development activities. it contains both our fully
owned assets and our share of joint venture assets.

Operating profit* for gas praduction and development was down by 50% to £428 milion (2006:
£864 milion). The total hydrocarbon volume produced during the year was up 17% on the
previous year after a difficult first half, with a recovery of production levels in the second half of
the year as the wholesale price rose and the newly acquired Grove field came on-stream. The
low wholesale gas price which affected the first half production levels brought down the average
price achieved for the gas produced by 43% at 30.4 p/th (2006: 53.1 p/th). Oil and condensate
production volumes were in [ine with 2006 at 5.6 million barrels of oil equivalent (Mboe).

- including joimt venturas and associates siated net of lntgrest and taxation, end befons exceptional ttems and cartain ra-measurements 13
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The rate of variable operating costs per Mpboe produced decreased year-on-year by 5% due to
proportionately higher praduction levels from Morecambe. Other production costs increased
due to the inclusion in the 2006 result of profits on disposal and the underlying cost inflation
across the industry which particularly affected our joint venture operations.

During the year we added an additional 114 billion cubic feet equivalent (bcfe) to our proven and
probable gas and liquids reserve base, of which 67bcfe came from the acquisition of Newfield
UK Holdings Limited In October. We also invested £154 miliion in developing our current
portfolio of upstream assets, primarnly on the development of the Maria field, which Is currently
being commissioned, and on the depressurisation of the Statfiord field to bring forward gas
recovery.

Following additional capital spend we expect to realise a further 238bcfe from the Newfield
acquisition. During the year we also acquired seven licence interests in Norway and one in
Trinidad to add 1o our existing acreage In the UK, Egypt and Nigeria. In November we signed a
memorandum of understanding with Statoil and Consolidated Contractors Company to assess
the feasibility of developing LNG projects with our Joint Nigerian assets and we commenced
seismic activities on one of these assets.

Industrial and commercial

The industrial and commercial segment contains the results from the long-term legacy gas sales
contracts. These delivered a profit” of €179 miillion in the year, of which £148 million was i the
first half. primarily due to the fall in gas prices In the early part of the year and the rising average
selling price. The volume of gas delivered reduced by 15% as three contracts ended in
September 20086.

Power generation

This segrment contains the results from all of the generation assets including the Spalding power
station which Is recognised on the Group Balance Sheet. Total operating prefit® for the year
was £46 milion. All of the profit was delivered in the first half of the year when the low gas
prices pushed up spark spreads, making it profitable to run some of our gas-fired stations at
baseload and displacing competitors’ coal stations in the merit order.

In the year we generated 19.8TWh {2008: 14.6Twh) from our 4.1GW fleet of gas-fired power
stations and our 107MW of wind assets, up by 36% as the overell load factor in the
conventional fleet increased 1o 55% (2006: 40%). The average load factor for the fleet was
jower in the second half of the year due to planned and unplanned outages which also
coincided with periods of high spark spreads.

in July, we acquired a 50% ownership in the 72MW Braes of Doune wind farm from Airtricity for
£42 milion. We spent £104 million in the ongoing development of the two SOMW wind farms at
Lynn and Inner Dowsing, currently the world's largest offshore wind construction project. The
onshore cabling and the turbine foundations are in place and we expect 1o generate the first
power from these assets in the third quarter of 2008. In January 2007 we also submitied a
planning application for the 250MW Round Two Lincs offshore wind farm.

We made good progress with our 885MW gas-fired plart at Langage in Devon. This year we
spent £143 million of the anticipated £400 million budget and expect to commence operations
in the first quarter of 2008. We continued our feasibility study at Eston Grange on Teesside for
the potential development of an Integrated Gasification Combined Cycle ((GCC) power station
with the ability to sequestrate carbon. However the government's decision to provide economic

support for only a post-combustion technology station has rmade further material Investment
here less likely.
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Energy procurement

In May we secured further gas import capacity at the Isle of Grain allowing us to import an
additional 2.4BCM per annum for 19 years from 2010/11. This increases our total capacity at
the Iste of Grain terminal to 5.88BCM per year. Late in the year, due 1o continued planning
delays, we announced our withdrawal from the consortium planning to construct an LNG
terminal at Canvey island.

Accord trading

Accord delivered a reduced profit in the year, down 72% at £9 million (2006: £32 miliion} as a
resuit of volatile trading conditions during the second half.

For the _r)_eﬁoqirjded 31 December FY 2007 FY 2006 A% H22007 H2 2006 A%
Gas Production; )
Gas production volumes (mmth)

Morgecarnbe 1.574 1,207 30 a32 270 208
L Oter s e e 686 709 @2 _3r4a 282 83

e T U TTT T aes Timie L _tal Azoe | sse [T

Avgrage gas sales price (p/thenm) 30.4 531 {(43) 36.5 381 4.2)
Oil and condensate production volumes (Mbaoe) 56 5.6 - 2.6 2.9 {10)
Average cil and condensate sales price (S/boe) 333 33.8 {1.5) 336 327 2.8
Revenue (£m} 923 1,291 (29) 8557 380 55
External revenue (Em) 299 323 N 162 171 5]
Operating costs (Em}:

Volume related praduction casts 291 262 11 163 114 47

Other production COStS_ . =203 185 23 8s 89 (1.1
_ Total ] B . 494 427 16 ~ 251 200 | 26_
Operating profit (Em)* 429 8864 (50 306 160 91
Power generation
Power generated (GWh) 19,845 14.567 36 8,122 8,079 05
Operating profit (Em)” 48 n/a - {1) n/a -
Industrial & commercial:
External sales volumes [mmth) 2,260 2,667 s 1,202 1,135 B
Average sales price {p/thenm) a5.7 3.3 14 353 323 [+
Revenye (Erm) B38 n/a . 443 n/a
Opergting prefit / loss) {erm)* 1789 na - 31 n‘a -
industrial sales & wholesale:
Operating profivioss) (Em)° n/a {210) - va (78) -
Accord )
Qperating profit (Emy” 9 32 72) (10} 25 n/m
Centrica Energy operating profit (£m)” 663 686 [3.4) 326 107 205

Centrica Storage e .

Centrica Storage delivered a strong financtal and operational result, reporting a record operating
profit* of £240 million (2006: £228 million), This improvement reflects both the increase in the
average Standard Bundled Unit (SBU) price for the year, up 1.6% to 57.4p (2006: 56.5p) driven
by 2 wider spread between summer and winter forward gas prices, and the continued growth in
non-SBU revenue. A subsegquent marrowing of the summer/winter gas price spread reduced
the average SBU price for the 2007/08 storage year 10 53.4p {(2006/07; 65.6p).

Ongoing investment in Rough to improve its injection and withdrawal capabilities enabled us
both to continue to sell significant volumes of additional space, 172mmih in 2007 (2006:
157mmth), and generate additional revenue, particularly from the new virtual storage product, V
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Store. Launched in May 2007 this product has the equivalent rights 1o an SBU but delivery of
gas is guaranteed to the National Balancing Point. This guarantee meant that this product sold
at a substantial premium to the price of an SBU.

Operationally the Rough field performed well, delivering injection and production availability of
more than 98%. This was achieved whilst also securing and improving our health and safety
performance. A recent review undertaken by the Health and Safety Executiva, into systems to
ensure asset integrity, placed Rough in the top quartile of all North Sea installations surveyed.

For the periad ended 31 Decamber FY 2007 FY 2005 A% Hz22007. H2 2006 A%
Average S8U price (calondar year) (pence) 57.4 565 1.6 " 534 666 {19)
Revenue (€m)

Standard SBUs 261 254 2.8 122 147 (a7
Extra space 28 30 {7} 11 17 (39)
Gas salas 77 58 33 45 33 48
O_IEF_ o —_— — . 37 16 . 1‘31 _ 25 . 10 150 _
Total - 403 358 13 207 207 -
External turnover (£m) 340 204 18 178 168 &
Cost of gas (Em) 87 658 a0 58 30 a3
Operating profit (Em)” 240 228 5 112 135 (17)

Direct Energy, our North American business, performed well during a year in which we
continued to develop our activities beyond the mass markets energy supply operations. We
also restructured the business into four pan-North American lines of business. This enables
greater focus on key groups of customers to drive growth and efficlencies of scale through
shared operations. The dascription of each line of business is included in the commentary for
the period.

Due to changes during the year in the relationship with the Consumers’ Waterheater Income
Fund, which are explained in more detail under Discontinued Operations on page 19, the
decision was taken to deconsolidate the Fund's results with effect from 1 Decermnber 2007. This
commentary covers the results of the remaining Direct Energy operations.

Excluding the negative impact of exchange rate movements, Direct Energy delivered top and
pottom fine underlying growth. The reported results were adversely impacted by the weakness
of the US dollar against sterling through the year and, to a lesser extent, the Canadian dollar in
the first half of the year. Whilst reported revenue was down 1.4% at £3.99 billion (2006. £4.05
billion), underlying revenue was up 4.9%. This was driven by strong growth both in commercial
and industrial energy and in upstream and wholesale energy, which offset lower revenues in
mass markets energy and in home and business services.

Reported operating profit* was up 8% at £187 milion (2006: £173 milion), with underlying
profit* before exchange rate movements up more than 15%. The significant fall in profits® in
mass markets energy was more than offset by improvements in other areas of the business.
Mass markets energy

Mass markets energy comprises natural gas and electricity sales 1o residential and small
commercial customers across North Americe.

Mass markets energy experienced difficult trading conditions during the year, particutarly the
second half, following the expiry of five year electricity contracts in Ontario, signed at market
opening in 2002, combined with the expected compelitive pressures in our Texas business

* Incluging joint ventures and assoclates statad net of Interest anct taxation, and betfara excaptienal tams and cartain re-measurements 16

tep-d  110/200°d  968-L 1BLIB}6106S BD|JIUED-HONS Ov:g0  8002-20-12



following the expiry of Price to Beat regulation and the impact on margins of the takeover of
TXU. These factors resulted in a fall in customer numbers. However by the year end this
position had stabilised and we were once again growing the overall customer base in the last
two months of the year.

Reported revenue was down 12% to £2,437 million (2008: £2,765 millior) and reported
operating profit” was down 22% at £123 million (2006: £157 milion). Before the impact of
exchange rate movements underlying revenue was down 6% with operating profit* down 15%.

Commercial and industrial energy

Commercial and industrial energy comprises natural gas and electricity sales to medium and
large-sized businesses, public institutions and government.

Rapid growth in this segment continued during the year with volumes up 13% and 24% in gas
and electricity respectively. Reported revenue was up 15% to £978 million (2006: £847 milllory,
with underlying revenues up 24%. The business moved into profit during the second half as
volumas grew and it recorded a £1 million profit™ for the full year (2008: loss” of £12 million) with
profits® in the more mature Canadlan and Texas businesses ofiset by the costs of continued
rapid growth in the North Eastern US. :

Home and business services

This line of business comprises home and business services across North America.

Services had a good year despite challenging market conditions, with continued deepening of
the housing recession in the US. During the year we grew our customer numbers by 3.5% to
over twao million for the first time. In the US, our mainly residential new construction business
weathered the housing market downturn well, gained market share in a shrinking market and
expanded its consumer service business. The acquisition in January of MABE, a service
provider for white goods, enabled us to launch an appliance protection and repair business
across Canada.

Reported revenue was down 7% to £351 million (2006: £378 rmillion), although remained fiat on
an underlying basis. Following the restructuring of the business services operation and the
increased focus on cost control to improve competitiveness, this has resulted in a near doubling
of operating profit to £17 milllon (2006: £9 million).

Upstream and wholesale energy

This business unit comprises our upstream and midstream activities which include upstream
gas, power generation, gas storage and transportation leases, wholesale power and gas
transactions, wind power purchase agreements and proprietary trading.

This business delivered operating profit™ of €46 million, up 142% on the prior year (2006: £19
million) with strong contributions from our power stations and wind power contracts as 433MW
of new capacity came on stream, wholesale energy auctions and propristary trading. Power
generated increased by 14% to 5.1TWh, whilst gas production was broadly unchanged at 297
million therms. During the year, through our ongaing drilling programme, we replaced 117% of
the gas we produced.

In November we announced an agreed offer to acquire Rockyview Energy Inc. for around £57
million including debt. On successful completion in January 2008, this added 2,700bce per day
to our hydrocarbon production, largely as natural gas. This acquisition is in Jine with our
strategy of increasing the overall level of vertical integration and further developing this revenue
stream.

* including jaint venturas and assoclates statad ngt of interest and taxation, and before exceptiona! tams and cartain ra-measuremants 17
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For the period ended 31 December FY 2007 FY 2006 A% H22007 H2 2006 A%
Customer numbers (peried end):

Mass markats energy ('000) 3.008 3,386 (1) 3.005 3.386 (11}
Home ard business services (000} 2,033 1,964 as 2,033 1,964 3.5
Volumes;

CBI gas sales {mmth) 627 857 13 271 257 5
Gl electricity sales (GWh) 13.925 11,224 24 7.372 6,981 . B
Gas production (mmth) 297 304 (2.3 147 1565 (5)
Power generation (Gvh) 5,083 4.450 14 2.504 2,192 14
Revenue (Em):

Mass market energy 2.437 2,765 (12) 1,088 1,207 {15)
Commercial and industdal energy 078 847 15 495 a77 3.8
Horme and business services 351 arg 041 182 189 (3.7}
Upstream and wholesale anengy 226 60 277 144 23 526
Total 3,992 4,050 (1.4) 1,919 1,986 (3.4)
Operating profit/(loss) (£Em)™:

Mass markat energy 123 157 (22} 35 68 (49)
Commerclal 2nd industrial energy 1 {12) n/m 2 {6) n/m
Home and buysiness services 17 9 89 14 10 40
Upstream and whelgsale energy 46 19 142 26 9 189
Tatal excluding income fund 187 173 a8 77 B1 (5)
The Consumers' Waterhieater Income Fund» 39 50 (22} 17 21 {19
Operating margin (%)*

Tolal Direct Energy 4.7 4.3 0.4ppts 4.0 4.1 (0.1007)

European Energy )

Qur European business performed well in 2007, mc;re than doubling its operating profit™ to £17
mitlion (2006: £7 million).

In Belgium in January 2007 we completed the transfer of around 500,000 Wallonian residential
customer accounts to our SPE business, increasing our total energy customer base to 1.4
million. As part of the remedies required to enable the merger of Gaz de France (GdF) and

Suez, GdF must dispose of their 25.5% holding in SPE. Centrica has pre-emption rights over
this stake.

In The Netherlands we continued to grow our customer base through the Oxxio brand and now
supply approximately 754,000 customer accounts. During the year we installed around 75,000
smart meters and are working with the regulator to ensure Oxxio's meters are compatible with
future industry standards. We also entered into a 20 year toling contrect with Intergen for a
400MW gas fired power station in Rijnmond, near Rotterdam, which is expected to be
commercially operational by summer 2010.

In January 2007 we rebranded our Spanish operation from Luseo to Centrica Energia. As
market conditions improved we successfully re-entered the electricity supply market and have
already contracted 0.8TWh of annual consumption. We also grew our portfolio of energy
managed on behalf of "speclal regime” generators to 650MW.

As a result of the positive developments in the legal and regulatory framework for competition
within the German energy market we opened an operation in Dussetdorf seling to the
commercial supply market through Centrica Energie GmbH.

* Ingludling |oint ventwres and associates sisted net of intarest and taxation, and betora axceptional tems and cenain re-measurements 18

12p=4  110/600°d  9BB-L 181JB104085 BI)IIUSD-HONS IpiB0  BOOZ-20-12



Discontinued operations

The Consumers' Waterheater iIncom

e Fund was deconsolid:;ted on 1 Decel-"nber 2007, the date

of an Internalisation Agreement entered into between Direct Energy and the Fund which

materially altered the relationship between the two entities.
deconsolidation are included in note 1(d) and note 144ii).
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Financia!l information Group 'ncome Statement

M

2007 2001 festatect 00
Rezults for Pty tor
the yoar befurq Excoptiont! mo z::re&ﬂ';m o
ltoms= and cortuin  tams and cortain hamg and corramn itgms and cevtaln
ro-muasuromcnu re-mcasuraman Results for M-mapsuramanta re-rn ORI OMIENIE Roaults for
@ [0} tho your 6 n the yoRr
Yoor on‘md 3t Dm_ombqr . . Nales. £m _Em tm L om ) tm_
Continuing operations
Group revenue 2 16,342 - 16342 16.403 - 18,403
Cost of sales ¥ (12,217) - (12217 {12,764) - [12,764)
Re-measurement of energy contracts® 28 - 244 244 . - 218 @15
Gross profit ' 4,125 244 4869 8630 (918 2723
Operating costs before exceptional items ® " {2,190) - (2190} {2.2501 - (2.2501i
Systems wrile-gdown 3 - - _ _ (196) (196)
Business restructuring cests 3 I - - - - {87) {87
Rough storage Incident 3L = - . —JI - {48) {48)
Cperating costs ™ (2,190} - (2,190) (2,250) (331} (2.581)
Share of profits/Alasses) in jolnt verilures and
associates, net of intgrest and taxation® 2 i 14 @) 5 . _8 __. _as (12)
Group operating profit 2 1,849 235 2,184 1392 (1,262 180
Interest income 4 ’_‘ 258 - 258 105 - 105 |
interest expense 4 (331} = {337} ] (248) = (249)
Net interost expense 4 .73 - (73) (147) - (141}
Profit fram continuing operations I T ‘ )
before taxation 1,876 235 2,1M 1,261 (1.262) {11}
Taxation on profit from continuing operations 5 (7539) (60) _ (813) ) _..e83 (188)
Profit/(loss) from continuing operations ' ' i
after taxation 1_,1 23 175 1 ,298.. _702 (898 {197)
Profit/(oss) from discontinued operatons * 14 1 (19 (18}‘ 14 37 51 i
Gain/{lass) on disposa! of discortinied
operations W\ -2 o2l @ - .(.9.’.‘
Discontinued operations i ' ) 1 208 209 & 37 43
Profit/{loss) for the year 1,124 383 1,307 708 (862} {154)
Attributabie to:
Equity holders of the parent 1,122 383 1,605 707 (862) (155)
. Mingrity interests ) .2 2 R T,
] ' T T T T2 383 1,507 708 @62) __ (154)
. Poncs , Fonce, Penca e
Earnings/(loss) per oprdinary share
From contirwing and discontinued operations:
Basic 7 41.0 14.3)
Adjusted basic 7 30.6 ig.4
Diluted 7 40.3 4.3
From continuing operations:
Basic 7 35.3 (5.4
Adjusted basic 7 30.5 19.2
Diluted 7 34.7 (5.4)
interim dividend paid per share a 3.35 3.15
Final dividend praoposed per share & 9.65 8.00
4] Cortit ra-mezturgmants (1c183 1 5Nd 3) INSUaE wihm SDEMINNG Drofit CoMrprive 10-MCTSUARTONt NG 0N 0. Svrgy OIOCLTINTANt ACIVItes and ré-Monzuramnt of proprictary trugas in

rristion 10 CremS-bordor IraNapo-talin Or Copkaty Cotraels. Cortaln ry-rrietcreenonts Inclugod withn omfit fror agcentinued opevations LOMpITE ry-MOLSUNEOn of 1hy HUAcly trededd Ny of
Tho COnELIMoTS’ WalCHuater Ingoma FURG. /A Gihor re-mipsurament I Inchudod within reults Golore @xgenlior 8t toms 8n0 Cortsin (RsrcuiNements.

Q] Aasialad 10 DRRANT odts ICUITCY LR The counly SWINgs HORrammet in cost of §ginz and 10 Dresan The: Crngumers’ Waltrhastor Incomp Pund és A decond'Nuod opaation. Ngie ! detais
1B chemge Gt ocoUNting Rrewvation 203 Ma o1 0 Yha Cangymors' Wateheatér Ingoime FURd,
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centrica

FAX MESSAGE

To: Office of Intermational Date: 21 February, 2008
Corporation Finance, SEC

Fax: o1 202-772-9207 Ref: Stock Exchange Announcement

From: Secretariat No. of pages 11 (incl. this one)

Please find attached a recently released Stock Exchange Announcement.

Secretariat

This fax and any attachments are intended only for the use of the indlvidual or entity to which it is addressed and
may contain Information that is confidential and covered by legal professional or other privilege. If you are not the
intended recipient, or a person responsible for delivering it to the intended recipient, you are not authorised to
and must not disclose, copy. distribute, or retain this message or any part of it.

Secretariat 2~ Floor Millstream Maldenhead Road Windsar Berkshire SL4 5GD
Telephone: 041753 494000 Facsimile: 01753 494019
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Financial information Group Balance Sheet

2007 2005 treatatod )
tm

31 Docombor Noles Em
Non-current assats
Goodwill 1.074 10355
Other intangible assels 465 4485
| Proparty. plant and equipmant 3,910 3.655
Interests in joint venlures and associates 285 220
Defarred tax assets 27 226
Trade and ¢ther receivables 33 18
Derivative financial instruments B 72 17
Available-for-sale financial assets 39 37
Retirgment benefit assets . _ ) o 138 . 18200000 -
— e N ) . ... 805T | 9872
Currart ssseis — o ———— e - e e = .
' Invantories 241 270
| Current tax assets 40 88
Trade and other raceivables 3,423 3,590
Dearivative financial instruments 8 914 760
Avallable-for-sale financial assets 60 49
Cash and cash equivalenls o N 9 1,130 840
L o ' 5798 5407
Total assets B R 11,856 11.079
Current liabilitios T 7 e '
Trade and other payables (3,371) {3.297)
Current tax fiabllities (281) {180}
Bank overdrafts. loans and other borrowings 10 (221) (181)
Derlvatlve finangial instruments 8 {1,404) (1.737)
Provisions for other liabilties and charges . . __1a0) {130}
. . N - T 4T 5519
Net current assets/(liabilities) .. — L . 381 Y]
Non-current liabilities - | ) -
Trade and other payables (20} (55)
Bank loans and other borrowings 10 {1,793} (2.555)
Derivative financial Instrumsnts 8 {11) (220)
Deterred tax liabilitles (596) (241)
Retiremant benefit obligations 13 {55) (206}
Provislans for other lisbilities and chargea » ... Is81) 851
. i e e S e B056)  {3.918)
Not assets " T 3382 ' 1,642
Equity -
Called up share capital " 227 226
Share premium account 11 6885 857
Merger reserve 11 467 467
Capita! redemption raserve 11 - 16 16
Other reserves . o 11 1,928 219
Shareholders' equity - T 17 3,323 1585
Minority intgrests in equity —_ LA s .57
Total minorily imterests and shareholders’ equity R L - 7,642

f Pomed i (300 XOMIoN Sna avshaston OXBONCIND. DITMOUNY 1e00"0d In Propany, phant g SVBMEnt, In otk Infungioie ATAGE on the Bakavs Shont Note 1 datate 173 tharga of
ICCOUNIsY) O OSMATON,
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Financial information Group Statement of

Recognised Income

and Expense

207 2006
Yeaor andod 31 Decarmber Notas £m tm
ProM/loss) for the year . 1807 _{159)
Gains on ravaluation of available-for-sale Investments 11 1 -
Gains/(losses) on cash flow hedges 11 169 § . (845}
Exchange differences an translation of foreign operations 11 15 (23)
Actuarial galns on defined benelit penslon schames 13 284 a75
Tax on items taken dirgcily to equity 11 {120} . 73
Net income/{expense) recognisead directly in equity 349 {120
Transfarred 1o income and expense on cash fow hedges 11 382 (204)
Exchange differerces transfarred to inceme and axpense on disposal of subsidlaries 11,14 (4} -
Tax on iterng trangferred from equity 11 (128 . _96]
Transfers . . 250 {108)
Total recognised income and expense for the year 2,106 472
Total income and expense recognised in the year is attributable to;
Equity holders of the parent 2,104 473
Minority interests 2 1
T 2,106 1472)
22
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Financial information Group Cash Flow Statement

200U frnmat-:d\n

Year erded 31 Docombar MNoles £m £m
Operating cash flows before movements in waorking capital 12 2494 1.892
Decraase/(increase} in inventories 38 (83)
Decrease/(increase) in receivables 13 ° (259)
Increase/{decrease) in payables o _ _ — . “4 (150
Cash gererated from continulng operatlons 2,757 1.400
Interest received 27 13
Interest paid 3) &)
Tax pait {a) |20
Paymenis refating fo exceptional charges o L (80) (113)
Net cash flow from conhnumg operating activities 12 2,290 664
Net cash flow from discontinued aperating activities L 2 .67 . 73
Net cash f}ow from operating actmmes - . 2,357 _.._..73.7
Purchase of interests in subsidiary undertakings and businesses net of cash and — o
cash equivalents acquired 14 (262) (97)
Disposal of intarests in subsidiary undertakings and businesses net of cash and
cash eguivalents disposed - (3}
Purchase of intangible assets " {18s) {167)
Disposal of intanglble 2ssets 14 13
Purchase of properly. plant and equipment {563) {a89)
Disposa! of property, plant and equipmentl 76 15
Investmants in joint ventures and associates (4s5) {16)
Disposal of interests in associates and other investrnents - 4
Interest received 63 40
Net (purchage)/'sale of other financial assets ) . 2 ]
Net cash flow from continuing investing activitias {804} (695)
Net cash flow from discontinued investing activities N ; . {60} )
Net cash flow from investing activities i . (964} 720
Ra-purchase of ordinary share capital - (23
issue of crdinary share caplital 22 56
Purchase of treasury shares . 2) -

Interest paid in respect of finance leases ‘ (11Q) ’ (43)

Other interest paid L8 (136)
Interest paid ___(224)

Cash inflow from additional debt 256

Cash autflaw from payment of capital elament of finance leases (383)

Cash outflow from repaymant of other debt (107} |
Net cash flow from decrease in clabt (234) (63)
Fealised net forelgn exchange loss on cash settlement of derivative contracts i2)] 2N
Equity dividends paid _ 417) e4)
Net cash flow from continuing financing aclivities (863) (614}
Net cash flow from discontinued financing activities_ . 25) . 17
Net cash flow from fi inancing activities . {B88) {597)
Not lncreasel(clacrease) in ¢cash and cash equivalents T T - 505 (530)'
Cash and cash equivalents at 1 January® 592 1,177
Effect of foreign excharge rate changes 3 (5
Cash and cash equivalents at 31 Decermber T i 9 1,100 592

L4 Aestoted 10 nmsent wponton $AT ovakiation exoundnre, Droviously reopled I propcry. olant 84a sguiomnnt n alber Intangiic Asse on the Bolurze Sheet and to oresent The Congumen.’
Watorhal e iIngome: Bund 32 a diccantined oporatian, Nekd 1 0otals tha change Of A0C0UNING Brazmn B3NN 8N tho cecontalidation of Th Conaumers’ Warternaater incomg Fund,

[ Cosh and czh sguhvalantd arp ficted mot of ovordretta of £30 milllen (2005: (48 mikon),
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Notes to the financial
information

1. Basis of preparation and accounting policies

Basis of preparation

The preliminary resulls for the year ended 31 Decermber 2007 have besn extracted from audited accounts (with the exception of notes
16 to 21 which have not been audited) which hava not yet been delivered 10 the Registrar of Companies. The financial information set
out in this announcement does nat constitute statutory accounts for the year ended 31 December 2007 or 31 December 2008, The
financial information for the year ended 31 December 2006 is derived from the staiutory accounts far that yaar. The report of the
auditors on the statutory accounts for the year anded 31 Decembar 2007 was uncualified and did not contain a statement under
Sectiorn 237 of the Companies Agt 1985,

(a) Standards, amendments and interproetations effective in 2007

in the curvent year the Group has adopted IFRS 7. Financial Instruments: Disclosures, which is affective for annual reporting periods
beglnning on or after 1 January 2007, and the related amsndments to IAS 1. Presentation of Financial Statements, The impact of the
adoption ¢f IFRS 7 and the changes 10 IAS 1 has been 10 expand the disclosures provided in the Annual Report and Accounts for the
year ended 31 December 2007 regarding the Group's financial instruments and management of capital.

Four interpretations issued by the Internatlonal Financial Reporting !nterpretations Committee are effactive for the current period. These
are IFRIC 7. Applying the Restatemart Approach under IAS 289, Financial Reporting in Hyperinflationary Econornies; IFRIC 8, Scope of
IFRS 2; IFRIC 9, Re-assessmart of Embedded Derivatives: and IFRIC 10. Interim Financial Reporting and impairment. The adoption of
these interprelations has nct led 10 any changes in the Group's accounting policies.

{b) Changes of accounting presantation
The Group has adopted the following changes in accounting presemation in the year:

Domestic energy suppliers are given energy savings targets by the Government relaled to the size of their customer base. Costs
incurred by British Gas Residertial under engrgy savings programmes are presented as part of cost of sales In the Income Statement.
Previgusly such costs were presented as operating costs. The Directors congider the change in accounting presentation better reflects
the nature of the costs as a direct cost of supplying energy to domestic cusiomars. The impact of the change in gecournting
presentation is to report £91 million of costs in the year within cost of sales. The impact cn comparatives is to reclassily £90 miliion
from operating costs to cost of sales.

Capitalised explaration and evaluation costs associatad with oil and gas activities, such as licence acquisition costs, exploratory drilling
costg. tenching and sampling costs, are presented as intangible assets, Previpusly the Group presented such capitallsed costs as
property. ptant and equipment. The Directars consider the change of accounting jaresentation better reflacts the nature of such costs.
The impact of the change in accounting presentation is to report £41 million of expioration and evaluation ¢osts within intanglble assats
as at 31 December 2007 and £29 milion In investing cash outllows relating to purchases of intangible assets for the year ended 31
December 2007. The impact on comparatives is 1o reclassify £24 milllon of capitalised costs from property, plant and equipment to
Intangible assets as at 31 Decermber 2006 and to reclassity £23 millon af invasting cash gutifows from purchases of properly, plant
and equipment to purchases of intangible assets for the perlod ended 31 Decamnber 2006.

(e} Change to reporied segments

In 2007 the Group changed its repariable segments creating 2 Power generation segment and an Industrial and commareial reportable
segment. Prior 10 2007 these two segmants were reported together as Industrial sales and wholesaling.

The new Power genaration segment comprises the Group's UK gensration assets including the Snalding power station, aasoclated
emissions activity. as well as flaxible voluma power procurement contracts. Beginning in 2007, sales of generated power from Centrica
Energy to other Group segmenits is transferred and reported at falr value. Prior to 2007, the sgle of generated power from Cantrica
Erergy to other Group segments was tansferred and reported at cost. AS a result of the change, Power generation and Industrial and
commercial are now reported separataly. Consequently, the basis on which operating costs are aliocaled to other Group segments
has alse changed. Prier period comparatives have not beer restated as It is impracticable to provide this information on an equivalent
basis. For the purpose of comparisen, had the Group continued with its previous basis of segmental reporting with inter-segment
transfers of power reported on a cost basis. and operating costs allocated to segments with referenca to the cost methadology. the
Power gereration and Industial and commerclal segments together would hava reported gross segment revanues of £1,027 million,
inter-sagment revenue of £185 milllion and externally reporied segment revanue of £842 million and an operating profit before
exceptional ltems and certain re-measurements of €130 million (loss of £8 millon after excaptional items and ¢ertain ra-measuraments)
tor the year ended 31 Decamber 2007. In addition for the year ended 31 Decembar 20Q7. British Gas Residential would have reported
an increase 1o operating profit of £61 million, British Gas Business would have raported an increase to operating profit of £9 million,
Gas produclion and developmeanl would have reported an increase In operating profit of £24 million and Accord energy trading would
have reported an increase In oparating profit of £1 million. all before exceptionai items and certain re-measurements.
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Notes to the financial
information

(d} The Consumers' Waterheater lncome Fund

The Group has deconsoligated The Consumers’ Waterheater incame Fund (the Fund) with effect from 1 BDecember 2007, the date of
an Interalisation Agreement entered into between Centrica and tha Fund and the date of the resuitant loss of contral, Centrica created
the Fund in 2002 (o refinance the waler heater assets acquired with the Enbridge Services acquisition and consdlidated tha Fund as
the substance of the agreamants put in place by Centrica indicated that the Fund was created for and on behalf of the Group. These
agreemenig both predetermingd the Fund's activiles and provided Centrica with operational contral, via responsibilities for servicing
tha Fund's assets portfolio and administering the Fund's activities.

In Oclober 2006 the Trustees of the Fund appoinlad an independent Chisf Executive Otficer. The activities undertaken by the Fund
started to change following this appointment through the Independent acquisition of an immaterial business in late 20086, and the
indapendent acquisition of tha Toronto Hydro water heater rental business in Febnary 2007, which provided the Fund with a limited
number of rental customers held outside of the eriginal contractual arrangements entered Into with Centrica. Almast all the significant
parts of the relationship, howegver, remained predetermined or controlled by Centrica. These changss in the conduct of the Fund were
judgedi not to be sutficiently matertal to atter the Fund's status as a subsidiary in the 2006 Groun accounts.

Howaever, in 2007 the Trustees of the Fund have sought further changes in the conduct of the Fund. The Fund has recrutted an
independent Chlef Financial Officer and has made further small acquisitions outside of the original contractual arrangements entered
into with Centrica. On 1 December 2007, the existing Adminisiration Agreement was replaced, at the instigation of the Fund, by a new
Internalisation Agreement, which provides the Fund with access rights 1o key operational data and provides a basis for employees and
business intrastructure to transter 1o the Fund. such that it is capable of independent operation frorn Centrica. Subsequent 1o this
Agreement the Fund has Independently re-financed its activiles. The Directors beleve that the Intemalisation Agreement represents a
change to the orglnal contractual arrangements with the Fund, and demonstrates that the Fund has both the desire and the abiiity to
manage its own affairs. Accordingly, in 2007 the Directors judge that the Fund's activities are no longer predetermined such thal its
activities are being conducted on bebalf of Centrica, and thus the Fund ceases to represent a subsidiary of the Cenlrica group,

The Group has deconsolidated the Fund with effect from 1 December 2007, the date the !mternalisation Agreement became effectiva,
recognising an exceptional profit on disposal amaunting to £227 millon. The Fund's activities represent a saparate major line of
business of the Direct Energy segment, and coniributed maternially to Group borrowings. In order to provide a clear presentation of the
impact of deconsolidating the Fund, the results in the current year and prior year have been presented as a discontinued operation
distinet from cantinuing oparations within the Group Income Statarment, The detalls of the disposal and discontinued results arg
pravided In note 14,

{e} Income statement presentation

The Group's Income Statement and segmental note separately identify the effacts of re-measurement of certain financial instrumerts,
and iterns which are exceptional, in order 10 provide readers with a Clear and consistent presenlation of the Group's underlying
performance, as described below.

Certain re-measuremeants

As pan of its energy procurement activities the Group enters Into a range of commodity contracts designed to achieve security of
engrgy supply. These cantracts comprise both purchases and sales and cover a ‘wide range of volumes, prices and timescales. The
majority of the underlying supply cormes from high valume long-tarm contracts which are complemented by short-term arrangemernts,
These short-term contracts are entered into for the purpose of balancing energy supplies and customer derand and to optimise the
price paid by the Group. Short-term demand can vary significantly as a resuit of factors such as weather, power generalion profiles
and short-lerm movemenrts in market prices,

Many of the energy procurement contracts are held for the purpose of receipl or delivery of commodities in accordance with the
Group's purchase, sale or usage requirerments and are therefore out of scopa of IAS 39, Financial Instrumants: Recognition and
Measurement. However, a number of contracts are considered 10 be derivative financial instruments and are requirad 1o be falr valued
under IAS 39, primarily because their terms include the ability 1o trade elemants of the contrected volumes on a nat-settied bas!s.

The Group has shown the talr value acjustments arsing on these conlracts separataly In the certain re-measuremants column. This is
because the inlention of managemant is, subject to shart-term demand balancing. to use these energy supplies 1o meet customer
demand. Accordingly, managementl beligve the ultimate net charge 1o cost of sales will be consistent with the prica of energy agreed in
thesa comtracts and that the fair value adjustments will reverse as the energy is supplied over the life of the contract. This makes the
fair value re-measurements very different in nature from costs arising from the physical delivery of energy in the period.

At ihe balance sheet date the fair vaiue reprgsents the diffierence between the prices agreed In the respective contracts and the actual
or aniicipated markel price of acquiring the same arnount of energy on the open market. The maverment in tha fair valug taken 10
certain re-maasurernents in the Income Statement represents the unwind of the contmactad valume delivared or consumed during the
period, combined with the change In fair value of future contractad energy as a riesult of moverments in forward energy orices during
the year,
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Notes to the financial
| information

[ e

These adjusiments represent the significant majority of the tems includad in certain re-measurements. In addilion to these, however,
the Group has identified a number of comparable contractual arrangements whera the difference between the price which the Group
expects to pay or receive under a contract and the market price is required to be falr valued by lAS 39. Thase additional Hems refate to
eross-bordar transportation or fransmission capacity, storage capacity and contracts relating to the sala of energy by-products. on
which economic value has been created which is not wholly recognised under the reguirements of 1AS 38. For these arrangements the
related falr valua adjustments are also inciuded under certain re-measurements.

These arangemenls are managed separately [rom proprietary energy trading activities where trades are entered into speculatively for
the purpose of making profits in their own right. These proprietary trades are Included in the results before certain re-measurements.

Exceptional iterns

As permitted by IAS 1. Presentation of Financial Statements, certain items are presented separately. The iterns that the Group
separately presants as exceptional are items which are of & nan-recurring nature and, in the judgement of the Diractors, need 1o be
disclosed separatoly by virtue of tnelr nature. size or Incldence in order to obtain a ¢lear and consistant presentation of the Group’s
underlying business performance. ltems which may be considerad excepiional in nature Include disposals of businesses, business
restructurings. the renegotiation of gignificant contracls and asset write-downs.
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Notes to the financial
information
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2. Segmental analysis

‘ 2006
[rastatech
2007 v bm
‘ Lozs inter- biess flar-
negment HRGNWNT
Gress segmoent revenuo Graup Crosa sogmant neaWIn Groun
revonLe {0, 17, {v) ravenuo rovanua .0 [N 4 rovanua
| (a) Revenue . em o om em o & i
| Continulng operations:
British Gas Residential 6,457 - 6,457 7112 - 7112
Brtish Gas Business 2,431 - 2,431 2,303 - 2,303
British Gas Services 1,279 - 1,279 1.104 - 1.104
Gas production and development & o238 {624) 289 1,291 968) ’ 32'31
Power genearalion g8o0 (578) 302 - - =
Industrial and cammercial M 838 - 838 - - -
industrial saies and whalesaling ™™ - - - 1,035 (152) 883
| Accord energy trading ™ 24 2 12 a7 L he 39
Centrica Energy 2,665 (1,214) 1,451 2,383 (1,138) 1.245
Centrica Storage ™ 403 (63} 340 358 €4} 294
Direct Engrgy Wi 3,992 - 3,092 4,050 - 4,050
... European Energy o — 895 @  3®2 20 - .. 29
. o 17,622 (1,280) 18,342 17.605 (1.202) 16,403
Discortinued operations: '
The Consumers” Waterhealer Income Fund ™ (note
14) L 42 - 42 47 - 47
42 - 42 a7 - a7
1 Iralix - SO rYONUG Srind 10 GAas prosuction and duvelopmant 18 dertvod from sl of Ja8 producod for ol ISroUs SE0MoMs.

n Barnning In 2007. sales of QENEraTA0 Downr fram Pawar ganeration 19 othnr Groug £8QMants IS trangiontsd and repOed BT ol value, Prior [0 2007, the 5alu of grenavalad power trom Cunirgi

Enemy 10 ghor Groud segmeants waz ranFinred 3od reponad & cost.

() InTar-3egmnmt rvenue Slaing within Contlzs Storsge 160esonts the provhion of SIOMBGQ FACATDS 10 othir GrouD GOMPankcs. or an wAn's longrh bacls.

11 2007, the Gegup changed Na mootalin sogrments GreETNG & PewEr gonerution reponenic segrment and mm Wizl ano carmmerchd sponable segment. Prior (o 2007, thesa wo sogients

WErE rEDOMCO tageiiwr 38 INGUSITIE! 5303 270 whololy), ThG Chonge to repoded wedments ks dotalied in nely 1. Pier porod compumliveg hawa Aot bean nmiated 63 1t ik brpeacticuble 1o

Provica this intarmation un o squivplont basis,

The extemal revenun enezaniud ior ACCond snengy troding cornaies both mylzad (vutthet) angl urrpalised {lar vilue changes) fram troding in phygice! pnd finaseiol enargy contety Intar.

cogrranil rverug araing In Azsard reordsents tho rocharge of brokarego 1093 te othor Groun segrients. Gross sepment favenue and Tntor -sagment ravonun fer Atcord hove both bee increased

by £ enillion [ 2008 14 ratingt tho rochurte of Betknmgo foos ox inter-sagment vonue to ba conalgtent whh 1he oratantation provided in 2007,
{0 Diret Ergy was dc'oand a5 Nore Arnarlcan Enorgy and Relstod Sarvices (n tha 2008 Asnual Report snd Acesunts. This change wus inade 10 align with iing manpgement reporling.
il Seiatod Lo prosent Tre Gonmumony' Walarheatsr lncams Fu-d a2 8 daconinugd epiratian, Discontnuod operathing praviousty formed pan ot ing Brest ErarQy 8egmont. Orect Enwrdy grosn

FCPMON! ravurue ingiesivg of gres nenJdd thom gdscontimued aterations amountod o 04,034 mitlon [2006: C4,0:37 milon).
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Notes to the financial
information

M

2. Segmental analysis continued

Operatlng profiv/poss) Oparatng oo /pans)
be'ore exCRotoNT o &ivd Excepional Hgms Cwrlidn 1g-MoTuromants atror exooptionst Awns ang
£Brtain rg=meisuremels (e 3 {roto 3} CATRIN M-moocunsnunds
year ention 3! Cecomber yorr ended 31 Ducunber yrar onded 31 Dopcomber ya8r ondoa 31 Docomiber
2006 2006
2007 {re=trod) M) 2007 208 2007 2008 2007 jrestmed) (9
(b) Qperating prefit ) R o Lm m m tm & &m om
Continuing operations:
Britizh Gas Rasidential 51 85 - (214) 39 (724) 610 {243)
British Gas Business 120 a7 - - a7 (408) 437 (321
British Gas Services 151 102 - 66) - - 151 36
Gas production and ] ] ) ] o [
devalopment 429 864 - - (16) 32 413 896
Pawer gengration ® 46 - - - (43) - 3 -
Indystrial and commerglal 179 - - - (95) - 841: -
Industrial sales and ’
wholesaling - {210) -3 - - 440 -1 230
Accord energy trading 9 2| _- | - (3} i R 6| 38
Centrica Energy 663 686 - - (157) 478 506 1,164
Cenrtrica Storage 240 228 - {24) B) 2 232 208
Direct Energy 4 187 173 - - 63 (264) 240 o1
European Enargy 17 7 - - (9} (15) a =]
» Other oparaﬁoq_s_’_"" e - L - (27 - . - = {13)
1,949 1,392 - {331) 235 {931) 2,184 130
Discontinued operations:
The Consumers' Waterneater '
Income Fund ™ {(nole 14) 38 50 227 - - - 266 50
___ OneTel (note 14) -y iy - - ) - = (11}
39 39 227 - - - 266 39
@ In 2007, this Group cHBNIod Its mepariablt us@nents Creatng 3 Powur Y eiIon MCROMItE euyr ¥ #nd on Indusiral undl gommaeolal roooraie 3ogmer, Prigr 10 2007, Tnso two mamants

worl ceporiad gOthor 53 Industrial s and whg'csalrg. chiwqy 20 10RaNcd sopmant ke JOTRID 11 nata 1, Prior cied combarTives have not boon revioted a8 it 's mpracteabia 10

SrROVILD N1z RonTRlon 00 AN eaulag LRKE.

Droet Ercrgy was dEaIaand o3 Nomth Amergan Endorgy 2nd Rolatud Synvices (n tho 2006 Ansudt Raoor and Acco ate. T3 changg wat Made 10 slige wih IS managcmwnt Mo Tng.

Anstad 15 Srover Tho Consumae s’ Walsrhialer ngome Fund ux & digcontnuad oparlion 38 avolgined In néte 2, Dizcominued eperations Draviowdy *armnad DB Of tho Diruet Snergy Jogrent,

wect Encrgy eanment maul Inczwve of 1ha resulr from dieee tinyad coerptions aneunied 10 @ arol of C228 Mk n (Z00G: £223 «ilign) HEIDre cxouplonNsl RMS 3N oAU PU=TcRImaaTtE

and E6OB «illcey gripr nxcaption! ilama ang ceripln ro-mosturamenta (2000: C41 MION 1083). Excontc: ) WY 870 COMN fre-r Esrmmonts of the Docr Enomy togmont ¥nyave of

dincontnuad obgratonz pmousied 1o 8 creolt of T80 miton (2006: C26: miion chel ga).

™ In 2008, oDevating oroth bolgn: LxCenBong foms ang CeMAIN | @-MASEUTmEnts IRCXI8S & [Z0 mition guin B8ing -In revisions (o (he #ISLMETons misda n cricwaing thy Croup's sofinod benfit
panaior kakily, Tha SChamas’ nilvs wire amendeg rom 1 Aprl 2006 10 St ampluywis 10 COMLAG 3 largw emount of thelr purion 1 0 CREN mg zurn on mroment. In e with changos in
1ha Rngncg 421,

s
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Notes to the financial
information
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2. Segmental analysis cantinued

Sharte of resis of joint vanturos

and gzeociatos Dapracianon of proocrty. AMDMISDlgn argl wrild-aowing
nét of Imerest End taxaion plant Bnd oquiprmant o mlungbiknt
ywy ended 31 December yutxt eped 31 Docsmber yier ereiod 31 Docombar
2008 2008
2007 mos 2007 {retatadh 1 2007 {restated &)
{c} Ingluded within operating profit .o b . £m m £m m_
Continuing operations:;
British (3as Residential - - 16 17 27 35
Britsh Gas Business - - 3 1 19 14

British Gas Services - -

Gas production and daveloprment @
Power gengration 1

Industrial and commercial "
Industrial sales and wholesaling ®
Accord energy trading

Cantrica Energy 18
Cenirica Storage - - - -
Direct Energy ™™ - - 15 13
European Energy 1 {12 10 10
__Otheroperations™ . e 9. 17 .8 .3
B - 5 (12) 473 463 92 93
Discentinued operations:
The Consumers’ Waterheater Income
Fund ¥ (note 14) o . = - | . 23 A -
- - 21 23 1 -

0 I 2007, tha Group changiad ita 7eportatiy mpmunts cfeating a Pewer gomurution renomsbia Gogrmont ond s indu:arpl prgt cormmarcks FAgaANG sigrmen). Pricr 10 2007, Thase ve ceqr=n1d
weara raporion 1ogetine A8 idusirial saies nnd whoksiing, Tha Chango to ey LigMents 1y ootaled in nofu 1, Prig? Dorod compunithes havo nat boon restated #3 & i3 mpracticable o
orevida this iniprmiption on at aGuivalent Dosts.

i) RBsBIT 10 HropEM wayoraion Bnd evpluston mypsrMre, Proviously foporid i1 (raDeny. plant ond pguiprnent, 14 othar Intanglble susuls on 1™y Biplanca Shewt end to prosont The Congumigny”
WaTerh0a1er incorme Furd b & deconinged operanon. Nt 1 0ot tha change o usupuning pradontation and {1u Geoonseastion af The Congumans' Watrhedter NGomg Furd.

my Dirtict Energy wan dinciesod ms Norih Anvgrlean Bncrgy and Reluted Savwidna In the 2008 Annuwl RDOT and acadunts Thig chingo was madk to a50n whh lromal manapement reparting.

i Discontnuco oporationy proviuaty Iemod part at mo Dikget Engrgy angmant.

) Qapraciation ol propory. pien! 3nd Aqupeeert and umoratlon Ana writd: dawns of mtangioies In thn Other operations sanmont are chadied oul 1o pthar Groln ESQMENTE,
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Notes to the financial
information

M

3. Exceptional items and certain re-measurements

2007 2006
(a) Excentional ftems (note 1) tm £m
Exceptional items recognised in continuing operations
Systams write-down ? - {1e6)
Business restructuring costs™ - (87)
Rough storage incidert ™ e e — e - .. - (48)
Total exceptional items recognised in continuing operati;ﬁ-:s T - T - @3
Tax credit an exceptional iterng 284 . . _ . _ N - . 93
Total exceplional items recognised In continuing operations after taxation - (238)
Discontinued operations:
__Proftt on disposal of The Consumers' Waterheater Incoms Fund (note 14) _ ) . 227 =
Total exceptional items recagnised ) - ) 227 (238)

m Symtoms wrlth-down Coots In 2008 COMPAroc tha willa=~cown of cerain major Systome daveloonenty tolawing i rrsow of thakr existing Snd ronulned futur funconafy. T cost coMpases
wiite-gawns n Batieh Goy Resldeniiul (0178 mikar) and Britlsh Coy Sor~vics (E16 miton). A i crad? ot £60 milion wea recogmzed in rés0d01 of (a6 COELs,

[V Buanosa resmucturing Lodtd o 2000 comorland C87 millon frons sttt mouctions &l e cormeratn centrg {£3 miion). Bateh Gas Powdential (018 milioel. and Briish Gax Services
(EAB friNgrY, and D20 millon rolated (o tha CIoMIM of tho hesd 6MCH af Briteh Guag Rezldontal, A 14 oreait of £20 +on was meognisad In respect of 638 Co5ts.

[0 Cunticp Starago oowations st Aough sullured & mnlar intorruttion cpusad by u Irs In Fobrunry 2008, OUr Invesiment 171 emergency Shuldoawn Sytaums angd Dromal muréganiont ooras mtnTed
the demsna to cnourd no kss of Ue. Folawing § 1% arsczzment of e work nuedad 10 rBstoro cparations, th comli 6f e INCIoEn? nesutled In 1 cxouplional charge baions txplion of Lal miflun
(0! which £24 milllon wips rocognizad within Other pouralions), A e credit of £14 mition wau reoOgnI3ed in rezpstt i o chargo.

2007 2008

{b) Cartain re-measurements {note 1) £m Lm
Ceonain re-measurements recognised in raelation to anorgy contracts

Net gains/{losses) arising on delivery of contracts * 352 (287}

Net losses arising on market price movernents and new centracts (95) {623

Net loases arising on propriatary tradas in relation to cross-border trangportation
...Greapaciy contracts ™ L e S - U )
Net re-measurement of energy contraets included within gross profit 244 {916}
Net losses arising on re-measurement of joint ventures’ energy contracts ™ . R B (15)
Net re=measurement included within Group operating profit | ' 235 {931}
Taxation on cartain re-measurements . . — r—— Y9 270
Net re-measurement after taxation _-" T B o 175 61
Dlscontinued operations:

Eair value (lossas)/gains arising on re-measurement of the publicly traded units of
___The Consurners' Waterheater Income Fundg™ ) . 3 § ) (19} 37
Total certain re-measurements 156 (624)

n A5 oy 12 Oalivircd o eoNEUMo [ram OrEVIOLSlY SaniraCTad DEFHONR. s rEERq (i vilua 1 8CODNSEH b T aONIng Sakycw SO! (raprrzuning e Drfomucs DEHWDON forwndl dnargy
prices ol the cpering baiancs enaet dre. and tha contrict mice of engrgy t be dalvored) is oy ged or areditad 13 tho Incomo SIstemon.

] Pugproorte 12 vais lomeds anEng Tom thes chene In (3 valus of 110 CantraCled spkon I purchesd Comracts 88  rosult of chisyis i forward enoRgY Fricus betwgan reooing dates (or
date of meanion gnd G reg0rTing ORMC, whers B,

0] Comprisrs: 1:0vEMants In ker valis 8M3ING D proprigtpry teackss b rels1ion 16 crow-LIorter Ransponufion or STege cOscity, on which sconomec value hgy boon crestad wiich iz nat wholly
ACcountesd 'or unian 1ho Drovisions of 145 39.

0% Carfoin ro-muesmyramonts inclutks? within Groun ooersting proflt wro inghudn the Group's 200 of the COMDin rasmussUramsts rnduting 1o 1ho W gy Droaurement acthries ol [veil ventures.
™ Can re-modzurments Incugdod wilhe' (RaCOrtinued MuBretions COMDAuY (@-PEaurEmwn 0f tho publicl trader! unit of The Conrumers” Wialerheaté Income Fund, Al Giher re-megremanty
e ncluded within oty Deforg excoatkoni Nema DO Cocein M-mersummandy,
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FAX MESSAGE

===TT1 - =T Y ormwee = el T

To: Office of Interpational Date: 21 February, 2008
Corporation Finance, SEC

Fax: 001 202-772-9207 Ref: Stock Exchange Announcement

From: Secretariat No. of pages 11 (incl. this one)

Please find attached a recently released Stock Exchange Announcement.

Secretariat

This fax and any attachments are intended only for the use of the individual or entity to which it is eddressed and
may contain information that is confidential and cavered by legal professional or ather privilege. If you are not the
intended recipient, or 2 person respoensible for delivering 1t to the intended reciplent, you are not authorised to
and must not disclose, copy, distribute, or retain this message or any part of it,

Secretariat 2"’ Fioor Millstream Maidenhead Road Windsor Berkshire SL4 5GD
Telephone: 01753 494000 Facsimile; 01753 494019
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Notes to the financial
information

4. Net interest

7006
2007 {rgsrated) )
Intergst Intorest Imorast Internnt
expanso Income Totu! expenns Ingomp Tl
e e - . im Sm o Em i
Continuing operations
Cost of servicing net debt T A .
Interast income - a3 83 - ag 40 |
Interest expense on bank loans and overdrans (92} - (92) {155) - {155)
Intarest expense on finarce leases '
{including tolling agreements) ™ 87)] | - _ 87 (47) -t L .14
{(179) 83 {96} (202} 40 (162)
Gains/(lasses) on revaluation i IR o
Fair value {losses)/gains on hedges {6) (n (1ﬂ 3 2
Fair value (lossesy/gains on other darivatives (107} 42 (65) {8) 25 17
Net foraign exchange trarsiation of monetary
assets and liabilities =, 58 58 _ {20 - 20
{113) 105 (8) 29) 28 m
Qthar interest e _
Notiona! interest arising on giscounted items {20} 55 35 (15) 26 11
Interest on supplier early payment amangements - 15 15 - 11 11
Other interast ™ 9 _ - a9l = - e
e e . R . 7¢ R R ) BN L AN,
interest (expense)/income (331) 258 {73) (246) 105 (141)

L] Aortaied 1o presgnt The Cantumers” Watorhaater INCome Fund 03 o ckscominuod aperisiin 2 aap'aingd i note

2] Inchuder Tt ililon (2008 £66 milon) iNarest noyotio on borrpwings reksted (o & BANK'S INterast N CANINGo Gos Proauction LP, u fimiad 0AMNerahin, wihkch was Iormed during 2005, Thw bk
cnazod I bo a lkrhod parife dunng 2006 and 1ho DrpngemonT witn the bonk was brouht 1o on end on 11 Apguet Z00G.
Inetusys C40 miion of Hsn Narast OXDONS:) InCUTER an tamation of the hambur fngmcy haed.

4]

The Groun has redched ACrasmant with Hor Mnjerry's Rovonue and Cuztorms HMRD) on g techniop! mpmer conca Tung Inrrs-group trancir pAsthg of 469 proguced whhin the UK Continantsd

Shudl deting Dinck 10 2000. Tho torma of Mo seiemont fremulod In 3 not charge of 013 rmilioe, coxry iging 11a0ca cxas of C19 Miion on corporution (o Godmod 1o havwn boor ool Lt ret of un

ssnoclated DS rndice T Sroai,
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Notes to the financial
information

5. Taxation

007 C'Mam
Analysis of tax charge for the year £m o
The tax charge comprises:
Current tax
UK carporation tax 309 199
UK petroleum revenue tax 200 234
Tax on exceptional tems and certain re-measurements (nota J) 2 rd0)]
Foreign tax 48 42
Adjustments in respect of prior years R X 4 {25)
Total current tax o _ 563 430
Defarred tax -
Current year 253 79
Adiustments in respect of prior years (19 10
Change in tax rates® @) 9
Tax on exceptional items and certain re-measurements (note 3) 58 (343}
UK petroleurn revenue tax (32} 7
Foreign deferred tx - ) .S
Total deferred tax - N - e e 250 2aa)
Total tax on profit from continuing operations - - 813 186

m RAastamyd ta pregant The Conmumers’ Waturbsutue covs Pund 53 8 0acantinuod cpamton as exolyinpd in moté 1

] Tha GTecT ol the GOCrONTD Ot 2% 10 the Stundard rete of UK corporBtion Tix 1rom * Anrt 2008 on tha reloyart Iomovrary cifforancas a1 31 Decombor 2007 wars u crodl of £12 mulan, No othge
matirldl amounts Sroas 58 6 1osutt ot changes introducad by the Minancy Act 2007, The eflact ot changos ta forcign tax ruluy on The relavant tempomry difarancos ot 41 Depemiber 2007 wins 8
erarge of L3 millon, The aifect of 1he Increadd of 10% ta the LK supplumisnttsy chargs trom 1 January 2006 on thi roiuvant temposary diflersncea it 3 Dosomdns 2005 was & chamo o1 9
milion,

W) Tex on hors taken grecdy (0 equity I8 decoaed In antn 11

6. Dividends

2007 2708

£m tm

Prior year final dividend ot 8.00 pence (2006: 7.40 pence) per ordinary share 284 269
Interim dividend of 3.35 pence (2006: 3.15 pence) per ordinaryshare 128 s
417 384

The prior year final dividend was pald on 13 June 2007 (2006: 14 June), The Interim dividend was paid on 14 Novambear 2007

{2008: 15 November).

The Directors propose a tinal dividend of 8.65 pence per share (totalling £355 million) for the year endad 31 December 2007. The
dividand will be submitied tor formal approvat at the Annual General Maating to be held on 12 May 2008. These Fingngial Statements
do not reflect this dividend payable, which willl be accounted for in sharehelders' equity as an appropriation of ratzined eamings in the

year ending 31 December 2008,
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Notes to the financial
information

Xt

7. Earnings per ordinary share

Basic earnings per ordinary share has been calculated by dhiding the eaamings attributable to equity hotders af the Compary for the
year of £1,505 rniliion (2008; losa of £155 millon) by the weighted average number of ordinary shares in issue during the year of 3,673

mifllon (2006: 3,643 million).

The Direclors bellave Lhat the presentation of adjusted basic earmings per ordinary share, being the basic garings per ordinary share
adjusted for certain re-measuremenls and exceptional items, assists with understanding the undertying performance of Lhe Group. The

reconciliation of basic to adjusted basic samings per ordinary share is as follows:

2007 2000
Dango por Punce oor
srginary ooy
(a} Continuing and discontinued operations . V. T Lo . A )
Earnings/(loss) — basic 1,505 41.0 (155} {4.3)
Net exceptional llems after tax (notes 1 and 3) (227) (6.2} 233 6.6
Certain re-measurement (gains) and losses after tax (notes 1 and 3) (156) (42 | B2a 171
Eamings — adjusted basic 1,122 30.6 707 19.4
Earnings/(loss) ~ diluted 1,505 40.3 (155 4.3)
2007 2006
Pance per Ponco por
ordindty erdingry
(b) Continuing eperations o fm shure o o shurg
Earnings/(loss) - basic 1,296 353 (198) (5.4)
Net exceptional items after lax (notes 1 and 3) - - 238 6.6
Certain re-measurement (gains) and losses aker tax {notes 1 and 3) s {4.8) 681 180
Eamings ~ adjusted basic 1,121 30.5 701 19.2
Eamings/foss) — divted B T 347 RECICS
2007 200
Ponce per Ponco pur
ordinary orginary
(¢) Discontinued opperations e fm sharo L. &
Earnings/(loss) — baslc 209 5.7 43 1.1
Earnings/(logs) - diluted 209 5.6 43 1.1

Certain re-measuremants (notes 1 and 3} Included within oparating profit compriss re-measurement arising on our energy procurement
activities and rg-measurement of proprietary trades in relation 1o cross-border transportation or capacity contracts. Certain re-
measurements included within discontinued operations comprise re-measurement of 1he publicly traded units of The Consumers’
Waterheater Income Fund. All other re-moasurements are Included within rasutts before exceptional itgrms and cettain re-

measurements.
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Notes to the financial
information

o e

8. Derivative financial instruments

Derivative flnancial instruments are gsnerally hald for the purposes of proprietary energy trading, treasury management or energy
procurement. Derivatives held for the purposes of proprigtary energy trading are carried at fair value with changes n fair value
recognised in the Group's results for the year before exceptional tems and certaln re-measurements. with the exception of certaln
derivatives related to cross-border transportation and capacity contracts (note 1), Derivativa financial instruments held for the purposes
of treasury managerment or energy procurement are also camied at talr value with changes in the fair valug of derivatives related to
treasury management reflectad in rasults far the year before exceptional tems and certain re-measurarnents, and those related to
enargy procurement reflected in excepticnal ltems and ¢ertain re-measuraments. In cases where a derivative does gualify for hadge
accounting, derivatives are classtfied as fair value hedges, cash flow hedges or hedges of a net Investment in a foreign operation,

Energy contracts designated at fair value through profit and loss include cartain energy contracts that the Group has, at its option,
designated at falr value thrgugh profit and loss under IAS 39 because the energy contract containg one er mare embedded dervatlves
that significantly maodify the ¢ash flows undsr the ¢contract.

The carrying values of derivative financial instryments by product type lor accounting purposeas are as follows:

2007 2006
£n tm
Derivative financial instruments — held for proprietary energy wrading
Derivative financial instruments — hald for trading under 1AS 39
Engrgy derivativas - assets 44 225
__Energy derivatives - liabilities L ' L o L R - I (199}
vr e m . (8) 26
Derivatives financial instruments — hald for tha purpases of treasury management ¢r energy procurement
Derivative financial instruments — held for trading under I1AS 30
Enargy darivatives — asssts 789 503
gEnergy darvatives - liabilities {1,100Q) (1,143}
Interes! rale derlvatives = assets 2 2
Interast rate derivativas = llabilities = 4
Forelgn exchange dervatives — assets 19 17
Foreign exchange derivatives — liabiities _ {BO) U
e B G78) ... (629)
Energy contracts designated at fair value through profit and loss T e
Energy dervatives — assets 9 3
. Energy derivatives - liabiliies S ©) 67
Derivative financial instruments In hedge accounting relationships Y
Energy derivatives — assets 1238 16
Energy darivatives - liabilities (68) {500}
(nterest rate derivatives — liabilities @ (40)
Forelgn exchanga derivatives — assets - 1
Foreign exchange derivatives - llatlitles ‘ (17 Co 9
e~ - - - o ) 3 (s23)
Net total (429) {1.189)
34
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9. Cash and cash equivalents

2007 2008

o o

Cash at bank, in transit and in hand 53 29
Short-term deposits SR, 4 e i SR 1 £ £ A 1 I

Cash and cash equivalents 1,130 840

Cash and cash aquivalents includes £40 milion (2006: £38 milion) held by the Group's insurance subsidiary underiakings that Is not
readily availahie to ba used for other purposes within the Group.

10. Bank overdrafts, loans and other borrowings

2007 2008
Intarest
Rato Principgl Gurrent Nan-currem Total Curem Nen-currsnt Toi
—— - e . R, ... £m . . RS- S
Recourse borrowings
Bank overdrafts and loans 70 277 347 56 i08 164
Bonds (by maturity date} o i
25 July 2008 3.500 €75 57 T 57 i - z -
8 September 2008 Fioating €100 74 - 74 - 68 68
8 March 2009 4,129 £950 - 253 253 - 262 252
2 November 2012 €103 £a00 - 400 400 - 3e6 396
27 February 2013 1.045 ¥3,000 - 13 13 - 14 14
24 October 2016 5.706 £300 - 300 300 - 288 288
4 September 2026 Fioating  £150 L= 153 153 || - 153 153
T3 1,119 1,250 - 1,181 1.181
Commercial paper - - - 100 - 100
Obligations under finance leases
including power station tolling
arrangements) e e — 2 . _.9%97 a7 __e __783 808
221 1,793 2,014 181 2,072 2,253
Non-recourse borrowings
Bonds (by maturity date) ® e o o
28 January 2013 4700 C$275 - T - N 120 120
28 January 2015 5.245 C$225, - - - l = g8 _ %8
- - - - 218 218
Units of The Consumers'
Waterheater Income Fund® . e = ™ T, 285 2085
. . 221 1,793 2,014 181 2,555 2.736

t This dabt iz ssusd by Tho Consumarnt” Watemester incoma Fund {tho Fune. The Growo has daconaolcstod the Fund wilh affect fom 1 Decamzor 2007 us explainad i notes 1 and 14.
L] Prigr 10 tho duc onwalidation of ths Fund with griges trom 1 Dncombor 2007 ymits of the FLNG were Teatod a3 deg! n the Groun Knancipl STe1omonts.
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11. Reserves

ATIIDUTADS 10 DAUTY NO'Dens of e Company

Slura Eharn Morpar mm; thber Ringrity Total
ennitad proTum g Tgaang A Total Jrenreast aguity
ey tm €m tm tm £m € m
1 January 2007 226 657 467 18 219 1,585 57 1,642
Exchange differences on
translation of foreign operations - - - - 15 15 - 16
Exchange differences
transferred to Income
Statement - - - - (4) 4 - 4
Actuarial gaing on defined
berefit pension schemas - - - - 284 284 - 284
Gains on revaluation of
availabla-for-sale assets - - - - 1 1 - 1
Cash flow hedges:
Net fair value gains - - - - 169 169 - 169
Transfers to ncome )
Statement - - - - 382 382 - 382
Tax an items taken directly
to/trom equity i - - .z (248} (243) - (248)
2286 657 467 16 818 2,184 57 2,241
Praht for the yaear - - - - 1.505 1,505 2 1,507
Employee share schemes:
Purchase of treasury
shares - - - - {2} (2) - 2)
Share Issus 1 28 - - - 2e - 29
Exercise of awards - - - - ) @ - @
Value of services provided - - - - A 3 - a1
Dividends .- = - SRR ) SO . 1) N L1
31 December 2007 T 227 685 467- 16 1,928 3,323 50 3,382
36
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12. Notes to the Group Cash Flow Statement

2007 ﬂaﬁa'rgslml;]
Reconciliation of Group operating profit to nel cash flow from operating activities tm o
Continuing operations
Group cperating profit Including shara of result of joint ventures and assaciates 2,184 130
Less share of (profits)logses of Joint ventures and associstes o .3 12
Group operating profit before shara of joint ventures and associates 2,179 142
Add back:
Amortisation and write-dawn of intangible assats 92 a3
Depreciatian of property, ptant and equipment 473 453
Systems write-down - 196
Employee share schama costs 29 23
Profit on sale of businesses {2 3
Lossfproft) on sale of property, plant and egquipmant. and other intangible assets 7 (N
Movement In provisions (66} 84
Re-measurement of energy contracts i @18) 911
Operatlng cash flows befare movements In working capital o 2,494 1,892
Decrease/(increase) in invantorles 38 (83)
Decraase/(increase) in receivables 181 (259)
Increase/{decreass) in payables e . 44 (089
Cash generated from continuing operauons 2,757 1.400
Inccme taxes pald {341} (311)
Net petroleum revenug tax paid (60) (316)
Net interesi received 24 4
Payments relating to exceptional charges i o (90) (113)
Net cash flow froﬁ-'n contmu:ng operating actmﬁ;:;m T _ ) 2,280 _664a
Discontinued uperatlons (note 14)
Group operating profit before share of joint ventures and associates 266 50
Add back:
Amortisation of intangittle agsets 1 -
Depreclation of proparty, plant and equipment 21 23
Profit on disposal of subsidiary (227) -
Loss on sale of property. plant and equipment, and other intanglbie assets _ o, 5 .=
Dperanng Cash flows before movements in working capital 66 73
Decrease/(increass) In receivables 1 {1}
Increase in payables . o . = 1.
Net cash flow from discontinued operating activities 67 B 73
Net cash flow from operating activities N - 2,357 737

-] Acstaind to presor tplorstion &nd eviFU-1Hon Qpanghure, provisusly nesoried In groGoay. DN R Bqupment, b ol intangibig Axaots on the Baluncy Shaet 314 10 bragom The Cargurrens’
Waterheatey Ineomo Fund &5 & GsconTund opcration. Note T golyds th Chande of SCCoUNTINg preztnitation und a deconacigaton o The Conzurmery’ Weterhoster income: Fund,

o Agictz mac wnrnafzad (profitsiicasos ering Yom memeazuremant of courgy contrdcts \NCUCNG thasa retsted 10 oraprulary ACSY ctivitias,

Caosh and cash aquivalents (which are presantad as a single class of assets on the face of the Batance Sheet) comprise cash at bank

and other short-term highly liquid investments with a maturity of three moniths or less.
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Notes to the financial
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13. Pensions

Substantially all of the Group's UK employees at 31 December 2007 were members of one ¢f tbe three main schemas: tha Centrica
Pension Schama. the Centrica Engineers’ Pengion Scheme and the Centrica Management Penglon Scheme (together the approved
pension schemes). The Centrica Pansion Scheme (final salary section) and the Centrica Management Pension Scheme {a final salary
scheme) were closed to new membars from 1 April 2003. The Centrica Penslon Schemeg has an open career average salary section.
The Cantrica Enginaers' Pension Scheme (final salary section) was closed to new raembers from 1 April 2006, and a career average
salary seclicn was added 1 the scheme at that date. These schemss are defined henefit schemes, and are lax-gpproved funded
arrangements. They are subject 1o Indepencent valuations at least every three years, on the basis of which the qualified actuary
certifies the rate of amployers® centributions which, together with the specified contributions payable by the employess and proceeds
from the schemes' assets, are expected 10 be sufficient to fund the benefits payable under the schemes.

The Centrica Unapproved Penslon Schama is an unfunded arrangement which provides benefits to certain employees whose bengfits
under the main schemes weould otherwise be limited by the eamings ¢ap. The Group also has a commitment 1o provide certain
pension and post retirement bensfits to employees of Direct Energy Marketing Limited (Canada).

The latest Tull actuarlal valuations were carried out at the fal'owing dates: the approved pension schemes at 31 March 20086, the
Unapproved Pension Scheme at § April 2005 and the Direct Energy Marketing Limitad pension plan at 14 June 2005. Thess have
beer updated to 31 December 2007 for the purposes of meating the raquirgments of IAS 19, Investments have been valued, for this
purpese. at market value.

21 Oocomber 31 Docanbwe
2007

Major assumptions used for the actuarial valuation * m:
Rate of increase in employes samings 4.40 4.00
Rate of incraase in pensions In payment and deferred pensions 3.40 3.00
Discount rate 5.80 5.00
Inflatlon assumption 3.40 3.00

The assumptions relating to longevity underlying the pension liakilities at the balance sheet date have been based on a combination
of standard actuarial mortality tables, scheme experiance and other relevarmt data, and includa a medium cohort allowance for future
improvements in 'angevity, as published by the institute of Acluaries. The essumgtions are equivalent to Ruturs longevity for members
in poermal health approximataly as follows:

2007 2006
Male Fempio Malo Farage
Life expectancy at age 65 for a member: UL A e o Yaors e .
Gurrently aged 65 ) 20.2 21.8 20.2 21.7
Currently aged 45 214 22,9 21.3 22.9

At 31 March 2008. the date of the most recent actuarial review, the schemaes had approximately 31,900 members and beneficiaries
(20.850 mala and 11,050 temale).

The other demographic assumptions have been set having regard to Lhe latest trends in scheme experignce and other relevant data.
The assumptions are reviewed and updated as recessary as part of the periodic actuaral valuation of the pension schemes.

2007 2008
indicotive

eficct on Inchcathe wifost

zcheme an schurmy

Incresse/detrexss dahbilitinz irncraase/docranss Habiliyg

Impact of changing material assumptions e In pzzumption had I smaarpton *

Rate of increase in employea eamings 0.25% +-2 0.25% +/-2

Rate of increase in pensions in payment and deferred pensions 0.25% +/-4 0.25% +-4

Discourt rate 0.25% ~/+8 0.25% -/+6

Inflation assumption 0.25% +/-6 0.28% +/-6

Longevity assumption o 1 year +/2 1 year +/-2
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13. Pensions continued

The expected rate of retum and markat value of the assets and the present value of the liabllities in the schemes at 31 December were:

Expoctod rate Expoctod Rl
ot return ol rgtyra

par anntan Veluation pPar arern vohuation

2007 2807 2008 2006

e £m % £m

UK equities 8.1 1,549 7.8 1,486

Non-UK equitres 8.1 931 78 857

Fixed-interest bonds 58 412 53 312
Index-linked bonds 4.5 351 4.3 213

Property 8.8 50 6.2 68

Cash and other assets o _ 54 = 34 5.0 .52

Total fair value of plan assets T T 74 3327 7.2 2.088
Present value of defined benefit obligation o e (3,230} _ 3284
Net asset/(lability) recognised in the Balance Sheel 97 (2986}
Associated deferred tax {liahilltyVasset recognised in the Balance Sheet o . (8 _ B9,
Net pension asse/(iabiiy) L T 69 (207),

Net assel/(lablity) recegnised in Ihe Balance Shest compriges: -

Surpluses 152 -
__Daficils e », . . _ (8) -, {296)
a7 (296)

The gvarall expected rate of return on assets is a weighted average based on Lhe actual plan assets held and the respective expected
returns on seperate assst classes. The return on separate asset classes were derived as follows: the expected rate of retum on
equities is based on the expected median retum over a ten-year pericd, as calculated by the independent company actuary. The
rmedlan return over a longer perod than ten years was not expected 10 be materially dissimiiar. The expected rate of retum an bonds
was rmezsured directly from actual market yvields for UK gilts and comorate bond stocks. The rate abovae takes into account the actual
mixture of UK gits, UK carporale bonds and overseas bonds held at the balance sheet date. Tha expected rate of retum on property
takes Into account both capital growth and allowance for @xpenses, rental growth and depreciation. The expected rata of return on
¢ash is comparable 1o current bank imterest ratas.

included within schemes' iabilitias above are £31 million (2006: £27 million) relating o unfunded pension arrangements, Inciuded
within ron-gurrent available-for-sale financia assets are £30 millicn (2006: £29 milion) of investments, held by the Law Debenture
Trust on behalf of the Comparny, as securlty In respect of the Centrica Unapprovecdl Pension Scheme.

Analysis of the amount charged to operating profit zog:‘ . m'l;‘
Currant service cost 127 143
Pran amendment " - {20)
Loss on curtalimant L R - T - 18
Net charge to operath:lQ profit o ’ 127 141

] The Schomes' nudes wane AMencad from 1 Al 2006 10 Blow omplayees 10 Sommitg 3 lagur dmaunt of thelr porodon 10 4 cash mp UM LN rEINEMONT. In Ine wilh ERAN(S3 19 thd Flancy AGT.
Accortngly. tho assumoions Mada in calcubitng the Groug's doined beneit Densan Babiity wers raWssc, $nd 3 galr ot £20 MG was recogrised in Group Dpemiling profit nafars axcaptionad
tnoma Bnd conaln r-NEASUBMBNts. Fulury AMEIONS 10 e DSSUMPILCN Wil DA FANCCIDY wittin the SLAtomont of Hevogriakd INCOMG and ExXpenw.

2007 2005

Analysis of the amount credited to notional interest Sm L

Expected retum on penslon scheme asssts 221 194
1_ntgrest on pensicn scheme liabilities . o _ ] _ L {1 6_9)__ (188}

Net gredit to notlonal interest income ' 55 26
39
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13. Pensions continued

Analysis of the actuarial gain/(loss) recognised in the Statement

007 2008
of Recognised Income and Expense £m Cm
Actual return less expected retum on pension scheme essets (38} 95
Experience gains and losses arising on the schema llabilitles (16} 145
Changes in assumptiong underlying the present value of the schemes' liabilities . 338 . 235
Actarial gain to be recognlsed in 1he Statement af Hecogn:sed Income and
Expense before adjustment for tax 284 475
Cumulative actuarial gaing and losses recognised in reserves at 1 January ) 439 __(38)
Cumulative actuariat g gsins and losses nacogmsed in reserves at 37 Dacember - 723 439
14. Acquisitions and disposals
(i) Acquisitions
During the year the Group acguired 100% of the issued share capital of Newfield UK Holdings Limited from Newfield Intermational
Holdings In¢ for cash consideration of £250 milion (€242 million base consideration, plus adjustments for working caplital and
indebtedness arizing betwaen the effactiva date and the completion date).

FAS

caryng v Fau

Pro-asumtion vahg
Newfisld UK Holdings Limited cm tm
Cthar intangible assets - 12
Prapeny. plant and equipment g7 244
Inventory 2 2
Trade and otker receivables 4 4
Cash and cash squivalents 3 3
Trade and other payables 8} (8)
Provisions for ather liabllities and charges {14) [18)
Deferrgd tax liabilities e o " e - 25
Net assets scquired 7 o o _ Ba 195
Goodwull arising e ) T . } _ 55
Cash considaration ) i 250
(if) Disposals
{a) Discontinued operation — The Cansumers' Watarheater lncome Fund
As explained in notg 1. the Group has deconsolidated The Consumers’ Waterhealer Ingome Fund (the Fund) with efect from 1
December 2007, An analysis of assets and liabiliies disposed of and the pre-tax profit arislng on disposal is presented below:

tm
Allriputable goodwill 124
Cther intangible assets — customer relationships and other g
Propenty. plart and equipment = water healers 221
Trade and other receivables — current 4
Cash and cash equivalents 15
Trade and other payables — current [(3)]
Bank overdrafts and loans (15}
Izsued bonds (248}
Borrowings - units of The Gonsumers' Walerheater Income Fund (323)
Exchange differences on translation of foreign operationa _ )
Net liabilities disposed of i - {227)
Gair on disposal of discontinued cperation . - e 227
Proceeds an dlsposal o oo T - o -~
40
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FAX MESSAGE

To: Office of International Date: 21 February, 2008
Corporation Finance, SEC

Fax: 001 202_772_.9207 Ref: Stock Exchange Announcement

From: Secretariat . No. of pages 12 (incl. this one)

Please find attached a recently released Stock Exchange Announcement.

Secretariat

This fax and any attachments are i
may contain information that is cenfidential and cavered b
intended recipient, or a person responsible for delivering i

Secretariat 2" Floor Millstream Maidenhead Road Windsor Berkshire SL4 5GD
Talephone: 01753 494000 Facsimile: 01753 494010
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14. Acquisitions and disposals continued .

An analysis of the results of The Consumer's Waterheater Income Fund presanted as a discontinued operation within the Group
Income Staterment s as followa:

2007 2004
Rozults tor
tha
period 10
% Dacomber Pault: lor
bafora Rozuls for 1ha yeor bofom
ptional Exsoptional tho oxephonat Excontansd
ltams pnd cartain homs and cartun pariod to koms an compin homs and cntain Rosuhs fer
rQ-MYRSUNQMOnts  re-mMopsuroments 1 Docamiar C-MORAGUIOMCHS Fo-MCASUTITCTS o yrar
Coe e el £m fn S tm oo e
Ravenus 42 - 42 47 - 47
Costofsales? 2T 25 - 25
Gross proiit 69 - 69 72 - 72
Operatingoosts . . . _... .. . e - LB ey - 22
Operating profit 39 - 39 50 - 50
Net interest experae (38) (9 67 (2) LA ]
Profit/(loss) before taxation 1 (19) (18) 8 37 45
Tax credit — - - 6 - <]
Profit/{loss) after taxation from discontinued
Qparation : . 1 {(19) (12) 14 37 51
Gain on dispesal of discontinued operation - 227 227 - - -
Taxation on gain on disposal of discontinueg
operation - - - - - -
Discontinued operations 1 208 209 14 37 51

n Inchudid n dzonlinuud oporutions b= okmanalicn af the cozi of saies ineurod on caloz of water hettars from Dircct Brergy to the Fund esuting bn o oredil (0 the ctrst of xshas Abcves.

(b} Discontinued operation - CneTel
In 2008, the finalisation of e OnaeTel disposal resultad in a charge to tha Incoma Statament of £8 million net of a £3 million tax creclit,

41
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15. Events after the balance sheet date

Thg Directors proposae a tinal dividend of 9.65 pence per share (totaling £355 milian) for the year ended 31 Dacember 2007. The
dividend will be submitted for formal epproval at the Annual General Meating to be held on 12 May 2008. Thase Financial Statements
do not reflect this dividend payable, which will be accounted for in shareholders’ equity as an appropriation of retained earmings in e
year ending 31 December 2008.

On 14 January 2008 the Group acquired BB8.4% of the culstanding common shares of publicly traded ofl and gas company Rockyview
Energy Inc. (Rockyview) for cash consideration of CE68 million {£34 million) and the remaining 11.6% of the outstandlng common
shargs of Racigview by 18 February 2008 in a series of lrangactions for additional cash consideration of C$9 million (£5 million). The
fair values of assets and liabilties acquired and stated below are provisional because the Directors have not yel reached a final
determination on all aspects of the fair value exerclss.

cumyrg valugs Fa'r

) Ery-aTauRilion vnug

tm o

Other intangible assets 7 10
Property. plant and equipment 64 54
Trade and olher receivables & 8
Trade and cther payables (24) (24}
Provisions for other liabilities and charges . {2 (6}
Deferred tox liabilities e e e @ e @ (1)
Net assets acquired o T o o 477 3m
Cash consideration T o 39
42
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16. Group Income Statement for the six months ended 31 December 2007

2007 2006 troztatect i)
Rozults for RAgame for
the period before the penoc betara
axception: Exceptional excoptional Excoptionat
itemy ond corlsin  items and conain hems g conpin Roma pnd eCTpin
re-maasurdMonts ro-moasuromaonta  Rewulits for ra-n0ILrAMonts 1E-MOagiy SO Roaultz for
It ) the period o} @ tepared
~Notes Em i ;:n;\ o £Em £m Cen Em
Contlnu:ng op_é;-a-t;aﬁé R Y - - o
Group revenue 18 7.772 - 7,772 7.699 - 7.698
Cost of sales {5.983) - (5,983) (5.858) -  {5,838)
Re-measurement of energy contracts © 18.19 o= Q13 (135) - {423) __(s23)
Gross profit 1,789 (135 1,654 1,841 {423)  1.418
QOnpersating casts before exceptional r
lemsg M (1,070) - {1,070} {1,115 - (1,115}
Systerns write-down 19 [ - - - - {196} (196)
Business restructuring costs 191 - - -l - (a7} (87)
Rough sterage intident 1wl - - o | . © )
Opegrating costs ™ (1,070} - {1,070 {1.115} (289) (1.404)
Share of profite/{losses) ip joint ventures and
associates, net of interest and taxation® L4 {4 - 3 {15) 2
Group operating p;;ﬁt 18 723 (1_@?) ... 584 729 {727) 2
Interest income B R - 3 26 - 28]
Interest expense (220) o @0 (65) - (65))
Net interest expense 45 - (45) {39) - {39
Profit from contmumg operatlons
before taxation 678 {139) 539 690 (727} (37)
Taxation on profit from continuing operations (342) 29 (313) (255) 199 58
Profit/(loss) from continuing operations
after taxation L 396 {110) 226 435 (528) 83}
(LossVprofit from discontinued |
operalions 0 (1) 48 47 3 3 5]
Gain/lloss) on disposal ot discontinued ‘
operations - 227 227 ® - 8
Discontinued operations {1) 275 274 (5) 3 {2)
Profit/(loss) for the year 335 65 500 430 {525) (85)
Attributable to:
Equity holders of the parent a34 165 499 430 {525) 95)
Minority interests 1 - 1 S
B LT B ‘335 165 500 430 (525) (85)
Panza Paonco Pancs . Pdﬂt.'.i_ .
Earnings/(toss) per ordinary share T
From cantinuing and discontinuad oparations:
Basic 20 13.6 {2.6)
Adjusted basic 20 8.1 11.8
Diluted 20 13.3 (2.6}
From continuing operations:
Basic 20 6.1 (2.5}
Adlusted baslc 20 a1 11.9
Diluted 20 6.0 {2.8)
[h} Certain re-measurcmnnts (Res | 40 3) okudod within aDomiting orotlt COMGAAA to-MOXTUMTCNT Triging o0 QUr CrETgy Brocurermert actwitias and ra-missurarer gl grudritary traoes o

1A% 1O CroaR-Ronder BANIDGATION O ACAGIY CoNIAACES. Cerlaln Aa-neasunemants MiIod within POt from CIaCoNTNUED GDOTSHGRY CaMPHag ro-measurament of the publidy trudeed urity of
The Conaumars’ Watsrmesler InComa Fuact, Al othar rg-rassures nent i Incluead within resuls tuions excentvnal t6ms 8nd certan ro.monsurarnams,

armimey In eogt of gitkie tnd 10 prsent The Goniwrmesns” Waterd water ingomt FUNG 83 6 eincontinund oparetlas, Note 1 detalia
Fund,

m Faubtuiind (o orisun coets ncured wader (ha oy =

TIVINGS OIogK!
fhu chunge of segounting pretaniatan and the doconselidation of The Gonsumaors’ Walchaator ncormg
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Notes to the financial
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17. Group Cash Flow Statement for the six months ended 31 December 2007

008
2007 {restated)
Notess £m m
Operating cash fiows before movements in working capital 21 975 986
Ingreass in invemories 7] (50)
Increase in receivables {541} (631)
Increase in payables 1,007 1,077
Cash generated from continuing operations 1,436 1312
Interest received 18 6
Intergst pald @ <]
Tax paid {388) (483)
Payments relaling Lo exceplhional charges L (2= (52
Net cash fliow from gontinuing operating activitles 21 1,062 800
Net cash flow trom discontinued operating aclivities i . o 21 .. 33
Net cash flow from operating activities o ) 1,096 833
Purchase of interests in subsidiary undertakings and businesses net of cashand
cash eguivatents acquired (248) (S}
Disposal of interegts in subsidiary undenakings and businesses net of cash and
cash squivalents disposed {1 (23}
Purchase of intangble assets (112) (ay)
Misposal ot intargible assets 12 13
Burchase of property. plant and equiprnent {290) {226)
Disposat of proparty. plant and equipment ~ (2
Investments in joint venturas and associates (43) @
Disposal of interests in associates and ather investments - 4
Interest receivad 51 23
Net sale of other financial assets B e e 40 -
Net cash flow from continuing invasting activities ’ (s91) {325)
Net cash flow from discontinued investing activities . o e e @) 18
Net cash ﬂow from investing activities (622) (339)
Issue of ordmary share capital 7 14
Purchase of reasury shares 2 =
Irterest paid in respect of finance leases {82) ‘ (24)
Other Interest paid . (83) Al
Interest paid (145) (85)
Cash inflow from additional debt 203 " B9
Cash outfiow from paymaent of capital element of finance leases (374) 8)
Cash outflow from repaymant of other debt 3) (726)
Net cash flow fram decrease in debt (174) (245)
Realised net foreign exchange 1055 ¢n cash settlement of derlvallve contracls 8) 21
Equ._my dividengs paig e _ ey {115
Net cash iow from continuing financing activities i (345) (390
Net cash fliow from discontinugd financing activities L 2oy
Net cash flow from financing actwmes_ ) (46_4“_} (_:11 O
Net increase in cash and cash equivalents T T T "84
Cash and cash equivalents at 1 Juty ™ 1,088 511
Effect of foreign exchange rate changes 2 (3}
CGash and cash equwalents at 31 December W 1,100 592
4} Rgytited 1o proeal expiortion and ovoluation CXOnATUEC, DITVICLSY re0oMed It Dropary. olant ond ealprhent, 10 other Kengible asaats on tha Bstanca Sheat and 1o prasent Tha Conaurmin’
Watornosler Inconm Furd i o diccontinuod coaratian. Nota 1 dataks t7p ¢hange of JECOWNTNG PTSONIXIoN 3N 1he CEGoNSORIRION of THO COMILMErs’ WHeTQator meem Pund.
3] Cagh sngd Cauh equiviketz aro slsted ol of overdraits of £30 miton {(2000: T8 muor).
44
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18. Segmental analysis for the six months ended 31 December 2007

iroutated)
2007 T, w0
Less lator- Lo i0ler=
segment Tagmen!
Gross segment revenue Group Gross segm revanue Crowp
reyonue 00,0604 fovonue oLy ", 00.000.4v} eV
() Reyenus ) e tm __&m Em Em gm Do
Continulng operations:
British Gas Residentlgl 2,960 - 2,980 3.074 - 3.074
British Gas Business 1,164 - 1,164 1.134 - 1.134
British Gas Services 663 - 663 583 - 583
) ———— e ————— . S
Gas produgtion and develapmenl © 1 557 (395} 162 360 (189} 171
FPower generation *4 355 {273) 82 - - -
Industrial and commercial ™ 443 - 443 - - -1
Industrial sales and wholasaling ™ - - - 486 87} 309
Accord energy trading @ 2 I o I )] i .40 (10 30
Centrica Enargy 1,353 (689) 673 866 (268) 800
Centrica Storage @ 207 (29) 178 207 (39 168
Dirgct Energy - #4 1,919 - 1,919 1,088 - 1,986
European Energy . o 218 B 215 154 - 154
8,484 712} 7,772 8.004 (305) 7.699
Discontinued oparations:
__The Consumers' Waterneater Income Fund®™ 20 ~ . .20 28 = 3
20 - 20 23 - 23

Biur-Binant revetue $R3ng 10 Gos Preduetsn U devalonmant § oarved o raics of §as proosueed e o<y Groun $egmonts.

Bexynnkvy by 2067, 30005 of OnQatod DOwO Irom Pawer 40nerston 1o 01hee (roup sogrnonts s transioreu i rasormsd At tar vaiue. Prior to 2007, 1he 8o of gonaratnd power figm Cuanticl
Energy to omnar Srou sognors was tranciumud e rDorad g1 com,

wnrgr.angmanrt rvenuc 34ang whhin Coningy Storkoe «abrnmeerts tha provision of storoge lacKies 1w ofher Sroup companics. on an arm's lngin basis.

n 2007, thn Group changod iz eRDRtablo sugrell Lsting a Powsr gonnration mportabla sopmuet sad #n Ingugirg! ond commeretal reporsbie Legmant. Pror 1o 2007, theea: two Sagmants
wiprn ropartad tagether oz lpdusticd sylee und wholassing. Tha ahange 8 rogorcd cogrents e detallad 0 note 1. 1Prior perlod Eomadratives have not bogn Tstaled = L i Frwacticabia 1o
oroviog this miormavon on an wtadvalon! Daels.

The pxtpmg rovonue presunted 1o Accard anargy traoing compesos net getre e Kesad (Dot resiaed ang ynreabisod dak vishow oteusgas) rom troding (n prysicst and finenclil nen]y Comragen.
Intgr3oEmEni oo Mshgc;ﬂ Agcord raprggonty 1he rechorge of brkurige (ke 10 (H4 Broup 3egments (o segrrant Rivenua Brd Into7 SCgMEnt rovenuy lor AGCord hiw DN tosn
Ircrgazed by C10 rralBon 5 2006 10 cefloCt IR OCPIrge G braketage feus uy inde-00MANT ITVOMU0 10 D concistont wilh b DR3enTalion Nrovided in 2007,

Direct Crergy was ulsdioead 03 Novth Amprican Erergy and Selmed Sorvicus In shg 2006 Aphual Repart ang Accounts. Tlis changa wng mada 10 0ign with mivmid (nansgomant saponing.

Olueoruirmant comrationms O viously 1ormed pant f e Dioct Enargy mermant, Dhec! E01GY Grans SEgment rovarmes Inchaivg 0f ios3 mumaus rom disconinuud cosrstions smourted ta £1.939
milllon {2008: £2.008 18300,

2 318 B

it
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18. Segmantal analysis for the six months ended 31 December 2007 continued

Opurahny profi/lioss) Coorging orefit/poss)
hefore excoptiond e gd Exceprona! igms CENAN rg-moaguements uflav gacontiondl kom3 ana
COMBIN re-mEpsyrmLT (rote 14) [rote 19) GUrtdlt pa-ea8LI NNonis
2006 2008
2007 {mmwnted] O 07 206 2007 2008 200t [restazach &4
{b) Operating profit et T tm £m __m tm tm Em o m
Continuing cperations:
Brlsh Gas Residential 38 238 - {214) (64} {415) (26) {391)
British Gas Business 72 76 - - 184 (282) 258 [208)
British Gas Services &8 58 - (66) - - 88 8
Gas production and b -___] I_‘"— - S N A Y A f ______ -
development 306 1680 -1 - {16) 18 290 178
Power generation i (1 - - - (a2} -, (43) -
Industdal and commergial ® 3 - - - | (201) - {170) -
industrial sales and i
wholesaling - (78 - - - 278 - 200
Accord energy trading o 25| . =] = I 9Ji... (9] ! 34 ;
Centrica Energy 326 107 - - (259) 305 87 412
Centrica Storage 112 135 - ~ 7} 2 105 137
Direct Energy 77 81 - - 10 (33) 87 48
European Energy 6 11 - - (4 (15) 2 (4}
. Otheroperations™ 4 L - & 1 .7 .5 1
723 729 - {289) (139} {438) 584 2
Discontinued operations:
The Consumers’ Waterhaatar
Inzome Fung ™ 17 21 227 - - - 244 21
. CreTel . (1) o - = - -l 0n
17 10 227 - - - 244 10

f In 2007, tha GroyD cNangco 1 repennbile Megrmni Graatny 8 Power gonoration reportahie gagmem and on INOUSH! ond commiencl reoonabic Jagmant, Brior 1o 2007, thess two angmeriz
we's YD 1G4 6Ther 83 'nousal sales ard wholdaing. Thg chonag 10 teported segmonis ke delslied I note 1. 110 Dered comcanthsy hew) rot Daon matsted o it e Fmpedticabin 1o
Previds |His nfornation on an spivsior Bas!s.

4] Dircct Enaegy wis disclosod 43 North Amercan Eretgy und Relatad Somvieos In tha 2000 Arncal Repirt 500 ACLounta. This chango wis 1ngde 10 GRgn wits infomnal manassmant ra001INg.

o] Aestand o prussnt The Consumonr’ Waterhoater incom: Fusd w & deconingnd opoatien as explyned i 1ole 3. Discontnuod pocrations préviously tarmod oan of the Direct Endedly $agmont.
Oirect Enes gy mrgnwnt ngn it InGhisive of tha reaht rom discontruud 00-xlone Amountod to a oroft of C8d «illon (2008, €162 millon) buters excettlonnl inms end corais ra-mESEIGEMonts
andd €331 milllon allur yeadttiong Roms and Eaesin re-mmeremants (2006; CAR millar),

i In 2008. opunting prof bafore Axgoptonal koms and curtisin ra-neasurgments Includna a £20 milion 4= 3D 0N VRGN 1o the aszumptions Made In caiauiuting Me Croup s Cating boncl
:-:msiuh lsbl;:; Thg Schevnng’ ntns wee amended froen 1 Aprl 2006 10 §low OrMDIOYRES 10 corewrwls 8 130967 SMmeunt of thelr penzon b @ cash WD aum pn retrement, 1 Was wih ChEngos n

& FNance Act.
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19. Exceptional items and certain re-measurements for the six months ended
31 December 2007

2007 200G
{a) Exceptional items [note 1) fm o
Exceptional items recognised in continuing operations
Systems wrile-down @ - (196}
Business restructuring costs ™ - {87)
.. Reugnh storage incident ™ e T . tB)
Total exceptional itams recognised in continuing oporatlons - (289)
| Tax credit on exceptional jtemg He T N - 81
i Total exceptional items recognised in contlnulng uperatmns after taxation - (208)
i Discontinued cperations.
. Profit on disposal of The Consumers’ Waterheater Income Fund (note 14) o .. 227 -
| Total exceptional items recagnisad 227 {208)

| [} Syxiems wia-down cocls it 2008 corbiad 1h8 WITH-Souwn o1 Sartain Imajor Sy=oMs: Soveloomants followkg & nduigs Of THOY Guigling RO required tuturg functiorully. The Gos: COMDaN)
’ writy-gowne b Britigd Gas FRegidantipt (T 178 MWion) 9rd Brith Gas Sovices (018 mitlon]. A lux credl &F £59 miltor: waa rCdgnisod In respect of thase couts.
] Busingss restructuring costs o 2008 carongad EBT mitlon rom stan mguchiona o tha aamonate cortr (E3 millos) Brivsh Caa Resdemip! (K16 ~milkar), and Britizh Gius Swevicas
(C48 mitan). and L0 mitkon rlyid Lo the el oF 1he hesd Qifico ! Britiah Gas Aesidontial, A tax eredi ol C20 milllen Was recognised In rgpact af shose coziz
] Cantrca Steragt operations at Rough suliurost! & Major IMsUpan ¢iusod by niim i Fabreany 2006. Dur Investeniat In Biné DBNCY BMMRCIOWT Syrinms and aramal mansgament action prtigated
tha damaga ic onsuro ro o of §lo, Following & T gesesament of Thg work sosckd T restare opomitiony, 1he costs of e INCIKENT B I an axceptional chimga bafora 18xanon of £48 mRon
{ct which £2¢ MmN was rocoanizud withd OTher coaratong). & 18x ot of €14 milan was moogntsed I nopadt of 11 Shaups of whigh £ millan dreso in il 27 halt,

2007 2008

{b} Certain re-megasureaments (note 1) £m Im
Cerlain re-measurements recognised in relation to energy contracts

Net gains/(losses) arising on delivery of contracts # 43 {114}

Net losses arising on market price movemants and new contracts ™ (175) (333

Net (losses)/gains arising on proprietary trades in relglion 1o cross-border transportation or capacity
__.. ontracts @ . N S S
Net re-measurement of energy ¢ontracts included within gross proﬁt (135) (423)
Net losses arising on re-measurement of joint ventures' energy contracts ™ B . “ 15
Net re-measurement included within Group operating profit {(139) (438)
Taxation on certain re-measuremements: e - 118
Net re-measurement after taxation (110 (320)
Biscontinuad operations:

Gaing arising on re-measurement of the publicly traded units of
___The Consumers’ Waterheater income Fund ¥ L o .. - B
Total certain re-measurements — €2) 317

n A3 Onorgy 12 Apivoa of comeumed bam omvioutly Eomirugiéd pasiion s, the reigted 18ir vluQ reCORrECd In thy oporeng bolunce 2ha (raoresaning the cittsrenso batwonn forwded enexgy
orlegs pt the oosming hglanca shont dina. and the contract e ol vy (o be coliverad] s chargeo or craded It thg incoma Statomoan,

n Raprasea fair valuy less anang from the chamge in lair valus of Aty contracted Eales BNg OUMChasa COMRCTS o= o reeull of chavgas In fonward enery Pricas butween mporting et {or
o1n of Incrpilon ang *he eerding caty, whea Rts)

on s MemeTinls In [l viahod &lging on Dot Gty Trad2d in retation 10 £ross: DO IMASEETalion tr slovag capidily, Gn which 8CoNomIC valuo bas boan eradtad which ks nol wholy
accountud for uncka tha oravizlona of IAS 39,

l’n\;! Certuln re-muusUnnonty i\duchd wilhin Crouh oporpTing Droft £490 Mo tho GrouR's 2haro of tha crrtyin rg=1CSUNMenT3 10}0MNg o tho oNorgy Procunemunt actvwims of v venrrna.

Certaln e d wildy U3 OROTRTIGNS COMIGD M-MAGSLFTMmTM o tho putsidy traded urdle of The Conaymne’ Watompater incomd Fund. AN othe? re-maasuremanta
are h:l\.u:lvd withan 'huln Exafted ongeptional tamy prd coMmin ro-meas rgmonts,
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Notes to the financial
Information (unaudited)

20. Eamings per ordinary share for the six months ended 31 December 2007

2007 2000

Panoe per Porcw oo

arginpry onFnpry

{a} Continuing and discontinued operations R Cm . e B e
Earnings/(loss) — basic : 499 13.6 95} (2.6)
Net exceptional hams after tax (rotes 1 and 19) {227) (6.2) 208 5.8
Certain re-measuremant gaing after tax (noies 1 and 19) - 62 1.7 3i7 8.6
Carnings — adlusted basic 334 5.1 430 11.8
Earnings/(loss) - diluted 499 133 (95) {2.6)
2007 2000

Panca par Ponco oor

ordinary ordinany

{b) Continuing operations . R £m share _Em share
Earnings/{luss) = basic 225 6.1 23) {2.5)
Net exceptional iterns afler 1ax {notes 1 and 18) - - 208 28
Cenain re-measuremant palns after tax (notes 1 and 19) o 110 3.0 320 8.6
Eamings - adjusted basic 335 9.1 435 11.9
Earnings/(loss} — diluted 225 6.0 (93) (2.3}
2007 2008

Penca per Popoe poe

orgdinuty ordingry

(c} Discontinued gperations £m whard tm thry
Eamingza/{loss) — basic 274 1.5 (2} {0.1)
Eamings/{loss) — dited 274 7.3 (2) {0.1)

Certzin re-measurements (notes 1 and 18) included wilhin operating profit comprise re-measuramant arising on our energy
procurement activities and re-measurement of proprietary trades in relation 1o cross-border transportation or capacity contracts.
Certain re-measurements included within discontinued gperations comprise re-measurement of the publicly traded units of The
Congsumgrs’ Waterheater Income Fund. All other re-measurement is included within results before exceplional items and certain re-

measurements.

bZr-4 210/800°d  886-1

12118181088 BA1JIU)-HON

10:01

48
BO02-20-12



Notes to the financial
information (Uunaudited)

Mot —

21. Notes to the Group Cash Flow Statement for the six months ended 31

December 2007
2008 bnstmna
2T n}
Raconciliation of Group cperating prefit to net cash flow from operating activities &m tm
Continuing operations
Group operating profit including share of result of joint ventures and asscciates 584 2
Less share of logses of joint ventures and associales . — . __z
Group operaling profit before share of joint vertures and associates 584 14
Add back:
Armortisalion and write-down of intangible assets 38 49
Depreciation of property. planl and equipment 250 247
Systems write-down - 196
Employee share scheme Costs 16 Co12
Profit on sale of businesses - 4
Loss/{proft) on sale of proparty. plant and egquipment, and other Intangible assets 2 (rg!
Movement in provisions (78) 58
Re-measurement of energy cantracts L N 163 424
Operatlng cash flows before movements in Workmg capnal 975 386
Increase in inventories )] {60)
Inerease in rgcgivablos (541) (681)
Increase in payables e . 1,007 1,077
Cash gengrated from contmumg operahons 1,436 1.312
Income taxes paid {275) {192)
Nel petroleum revenue tax paid (93) @7
Net interest received 16 3
Payments relating 10 excaplicnal charges o 22y (52
Net cash flow from continuing operalin§ activities T } 1,062 800
Discontinued operations '
Group operating profit before share of joint ventures and associates 244 21
Add back;
Amortisation of intangible assets 1 -
Depreciation of property, plant and equipment 10 11
Profit on disposal of subsidiary (227) -
._ .Loss on sale of property. plant and equipment, and other intangible assets | . 5 -
Operatmg cash flows before moverments in workang capital 33 32
Increase in payables ) 1 1
Net cash flow from discontinued operating activities i = 5]
Net eash flow from operating activities ) Co - 1,096 833

L] Rrztatod 1o nesont rptoratlon and evaluation sxpenditure, provic

Watarhesyter incomie Fund & a discontinued operation. Notm 1 datils the ehange of accounting Dresenteron sndt 0 decosolidation of The Congumons’ Walorhgaler indome Pung.
(= Addt back un apfged (Drottel/Io$ee3 arsing rom rosresmunemian! &f endvgy CONTACTS INCILAING those romed 10 prerieltry tradhng activitias,
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Disclaimers

This announcement dces not constitute an invitation to underwrite, subscribe for, or
otherwise acquire or dispose of any Centrica shares or other securities.

This announcement contains certain forward-looking statements with respect to the
financial condition, results, operations and businesses of Centrica ple. These
statements and forecasts involve risk and uncertainty because they relate to events
and depend on circumstances that will occur in the future. There are a number of
factors that could cause actual results or developments to differ materially from
those expressed or implied by these forward looking statements and forecasts.
Past performance is no guide to future performance and persons needing advice
should consult an independent financial adviser.

For further information

Centrica will hold its 2007 Preliminary Results presentation for analysts and
institutional investors at 9.30am (GMT) on Thursday 21 February 2008. There will
be a live webcast of the presentation and slides from 9.30am at
www.centrica.com/investors.

The iive broadcast of the presentation will be available by dialling in using the
following numbers:

From the UK 01452 556 620
From overseas +44 1452 556 620

The call title is "Centrica plc - Preliminary Results Announcement 2007" and the
conference D is 31229130.

An archived webcast and full transcript of the presentation and the question and
answer session will be available on the website on Friday 22 February 2008.

Enquiries
Investors and Analysts: Kieran McKinney Director of Investor Relations
Telephone: 01753 494 900
email; ir@centrica.com
Media: Media Relations
Telephone; 0845 072 8002
amail: media@centrica.com
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Financial Calendar

Ex-dividend date for 2007 final dividend

Record date for 2007 final dividend
Annual General Meeting

Interirn Management Statement
2007 final dividend payment date
2008 interirn results announcement
Registered Office

Millstream

Maidenhead Road

Windsor

Berkshire
SLa 5GD
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23 April 2008
25 April 2008
12 May 2008
12 May 2008
11 June 2008

31 July 2008

END
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