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Public Utilities Commission of Ohio
180 East Broad Street, 13™ Floor R ETANE
Columbuys, Ohio 43215 ULy

July 14, 2008

RE:  Direct Energy Services, LLC, Case No. 02-1829-GA-CRS

Dear PUCQO:

Please find enclosed the required [0 copies, including all exhibits, affidavits, and other
attachments. The ariginal notarized application has been sent under separate cover (FedEx Tracking
8656 6295 4112) to provide an original signed by a principal officer,

Additionally, enclosed, please find Direct Energy’s sealed filing which contain proprietary
and confidential information.

Sincerely,

Thank you in advance for your cooperation. Please feel free to give me a call if you have any
Steven D, Williams

questions.
Compliance Analyst

Direct Energy Services, LLC
12 Greenway Plaza, Suite 600
Houston, TX 77046

Tel: (713) 877-3924
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Date Received ' ORIGINAL CRS
Number . Case Number

02— /f,{f- GA-CRS

RENEWAL CERTIFICATION APPLICATION
COMPETITIVE RETAIL NATURAL GAS SUPPLIERS

i
Please type or print all required information. Tdentify all attachments with an exhibit label and title (Example: Exhibit
A-16 - Company History). All attachments should bear the legal name of the Applicant. Applicants should file completed
applications and all related correspondence with the Public Utilities Commission of Ohio, Docketing Division, 13" Floor,
180 East Broad Street, Columbus, Chio 43215-3793,

This PDF form is designed so that you may directly input information onto the form. You may also download the form by
saving it to your local disk.

A-1  Applicant intends to renew its certificate as: (check all that apply)
[J Retail Natural Gas Aggregator [ Retail Natural Gas Broker [] Retail Natural Gas Marketer

A-2  Applicant infermation:
Direct Energy Services, LLC

Legal Name
12 Greenway Piaza, Suite 600, Houston, TX 77046
Address
Telephone No. 713-877-3500 Webh site Address  www . directenergy.com

02-024(3) August 16, 2008 through August 16, 2008

Current PUCO Certificate No. Effective Dates

A-3 Applicant information under which applicant will do business in Ohio:

Direct Energy Services, LLC

Name
Address 5400 Frantz Rd., Suite 350, Dublin, OH 43016
Web site Address www._directenergy.com Telephone No. 614-799-4800

A-4 List all names under which the applicant does business in North America:
Sea attached organizational chart (Exhibit A-15)

A-5 Centact person for regulatory or emergency matters:

Name John Gomoll Title Dir. Gov't & Regulatory Affairs
Business Address 1111 W 22nd Street, Suite 810, Oak Brook, IL 60523
Telephone No.  630-954-3202 Fax No. 630-954-3223 Email Address iohn-gomoll@directenergy.com

(CRNGS Supplier Renewal) Page 1 of 7
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A-6

A-8

A-10

A-11

Contact person for Commission Staff use in investigating customer complaints:

Name Andres Varela Title Sr. Mgr, US North Operations

Business address 2225 Sheppard Ave East, 2nd Flocr, North York, Ontario, M2J 5C2 Canada

Telephone No. 416-758-4256 Fax No. 416-758-8370 Email Address andres.varela@dlrectenergy.c

Applicant's address and toll-free number for customer service and complaints
Customer service address PMB #51, 7385 North State Route 3, Westerville, CH 43082

Toll-Free Telephone No, 988-566-9988 Fax No. 800-457-9685 Email Address Contactdirectenergy@directs

Provide “Proof of an Ohio Office and Employee,” in accordance with Section 4929.22 of the Ohio
Revised Code, by listing name, Ohio office address, telephone number, and Web site address of the
designated Ohio Employee

Name  Eric Stephens Title  Vice President, Gov't & Regulatory Affairs
Business address 5400 Frantz Rd., Suite 350, Dublin, OH 43016
Telephone No. 614-799-4902 Fax Np, §14-760-8723 Email Address ©fic-stephsns@directenergy.com

Applicant's federal employer identification number  20-1340064

Applicant’s form of ownership: (Check one)

I:] Sole Proprietorship ] Partnership
D Limited Liability Partnership (LLF) Limited Liability Company (LLC)
O Corporation [] Other

(Check all that apply) Identify each natural gas company service area in which the applicant is
currently providing service or intends to provide service, including identification of each customer
class that the applicant is currently serving or intends to serve, for example: residential, small

commercial, and/oy large commercial/industrial (mercantile) customers. (A mercantile customer, as defined
in Section 4929.01(L)(1} of the Ohio Revised Code, means a customer that consumes, other than for residential use, more
than 500,000 cubic feet of natural gas per year at a single location within the state or consumes natural gas, other than for
residential use, as part of an undertaking having more than three locations within or outside of thig state. In accordance with
Section 4929.¢1(L){2) of the Ohio Revised Code, “Mercantile customer” excludes a not-for-profit customer that consumes,
other than for residential use, more than 300,000 cubic Teet of natural gas per year at a single location within this state or
consumes natural gas, other than for residential use, as part of an undertaking having more than three locations within or
outside this state that has filed the necessary declaration with the Public Utilities Commission,)

{CRNGS Supplier Renewal - Version 1.07)  Page 2 of 7
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Columbia Gas of Oliio ] mercxal / lndustna;
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]

Residential Small Commercial Large Commercial / Industrial

Vectren Energy Delivery of Ohio

A-12 If applicant or an affiliated interest previously participated in any of Ohio’s Natural Gas Choice
Programs, for each service area and customer class, provide approximate start date(s) and/or end
date(s) that the applicant began delivering and/or ended services.

Columbia Gas of Ohio

v | Residential Beginning Date ofVSérvice';"m/_QB - "Nﬁiﬁlppiicab!?' .

Small Commercial Beginning Date of Service 7/1/98 Not Applicable

Large Commercial Beginning Date é‘f‘Ser"vice o

I:I Industrial Beginning Date of Service

Dominion East Ohio
Residential Beginning Date of Service '9/6/00 NotAppllcahJe -

Small Commercial Beginning Date of Service 9/6/00 Not Applicable

Large Commercial Beginning Date of Servi‘t:é-'?]_f‘_‘ R

|:| Industrial Beginning Date of Service

D Duke Energy Ohio

Residential ‘Beginning Date of Service PR pet

I:' Small Commercial Beginning Date of Service End Date

I:I Large Commercial Beginning Date Olj_SérﬁCt}-;_: N

|:| Industrial Beginning Date of Service End Date

[:l Vectren Energy Delivery of Ohio

Residential Beginning Date of Service .

l:l Small Commercial Beginning Date of Service End Date

Large Commercial Beginning Date of Service L EmiD

Industrial Beginning Date of Service End Date

A-13 If not currently participating in any of Ohio’s four Natural Gas Choice Programs, provide the
approximate start date that the applicant proposes to begin delivering services:

(CRNGS Supplier Renewal - Version 1.07)  Page 3 of 7



A-14

A-15

A-16

A-17

A-18

B-1

B-2

B-3

Columbia Gas of Ohio - " Intendéd Start Dafe !

|:] Dominion East Ohio Intended Start Date

v | Duke Energy Ohie ' :;Intended StartDate

Vectren Energy Delivery of Ohio Intended Start Date  Undetermined

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED.

Exhibit A-14 "Principal Officers, Directors & Partners," provide the names, fitles, addresses and
telephone numbers of the applicant’s principal officers, directors, partners, or other similar officials.

Exhibit A-15 "Corporate Structure," provide a description of the applicant’s corporate structure,
including a graphical depiction of such structure, and a list of all affiliate and subsidiary compames that
supply retail or wholesale natural gas or electricity to customers in North America.

Exhibit A-16 "Company History," provide a concise description of the applicant’s company history
and principal business interests.

Exhibit A-17 "Articles of Incorporation and Bylaws, provide the articles of incorporation
filed with the state or jurisdiction in which the applicant is incorporated and any amendments
thereto, only if the contents of the originally filed documents changed since the initial application.

Exhibit A-18 "Secretary of State," provide evidence that the applicant is still currently registered with
the Ohio Secretary of the State.

SECTION‘_ 3 - API

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED

Exhibit B-1 “Jurisdictions of Operation,” provide a current list of all jurisdictions in which the
applicant or any affiliated interest of the applicant is, at the date of filing the application, certified,
licensed, registered, or otherwise authorized to provide retail natural gas service, or retail/wholesale
electric services.

Exhibit B-2 "Experience_& Plans," provide a current description of the applicant’s experience and
plan for contracting with customers, providing contracted services, providing billing statements, and
responding to customer inquiries and complaints in accordance with Commission rules adopted pursuant
to Section 492922 of the Revised Code and contained in Chapter 4901:1-29 of the Ohio Administrative
Code.

Exhibit B-3 "Summary of Experience," provide a concise and current summary of the applicant’s
experience in providing the service(s) for which it is seeking renewed certification (e.g., number and
types of customers served, utility service areas, volume of gas supplied, etc.).

Exhibit B-4 "Disclosure of Liabilities and Investigations," provide a description of all existing,
pending or past mlings, judgments, contingent liabilities, revocations of authority, regulatory
investigations, or any other matter that could adversely impact the applicant’s financial or operational

(CRINGS Supplier Renewal - Version 1.07)  Page4 of 7



B-5

B-6

C-1

C-4

C-5

status or ability to provide the services for which it is seeking renewed certification since applicant last
filed for certification.

Exhibit B-5 "Disclosure of Consumer Protection Violations,” disclose whether the applicant,
affiliate, predecessor of the applicant, or any principal officer of the applicant has been convicted or held
liable for fraud or for violation of any consumer protection or antitrust laws since applicant last filed for
certification.

No  [OJvYes

If Yes, provide a separate attachment labeled as Exhibit B-5 "Disclosure of Consumer Protection
Violatiens,” detailing such violation(s) and providing all relevant documents.

Exhibit B-6 "Disclosure of Certification Denial. Curtailment, Suspension. or Revocation,” disclose

whether the applicant or a predecessor of the applicant has had any certification, license, or application
to provide retail natural gas or retail/wholesale electric service denied, curtailed, suspended, or revoked,
or whether the applicant or predecessor has been terminated from any of Ohio’s Natural Gas Choice
programs, or been in default for failure to deliver natural gas since applicant last filed for certification.

No I Yes

If Yes, provide a separate attachment, labeled as Exhibit B-6 "Disclosure of Certification Denial
Curtailment, Suspension, or Revecation,” detailing such action(s) and providing all relevant documents.

25

ANT FINANCIAL CAPABILITY AND EXPERIENCE

B

C

SECTION C - APPLY

- .

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED

Exhibit C-1 “Annual Reports,” provide the two most recent Annual Reports to Shareholders. If
applicant does not have annual reports, the applicant should provide similar information, labeled as
Exhibit C-1, or indicate that Exhibit C-1 is not applicable and why.

Exhibit C-2 “SEC Filings,” provide the most recent 10-K/8-K Filings with the SEC. If applicant does
not have such filings, it may submit those of its parent company. If the applicant does not have such
filings, then the applicant may indicate in Exhibit C-2 whether the applicant is not required to file with
the SEC and why.

Exhibit C-3 “Financial Statements,” provide copies of the applicant’s two most recent years of
audited financial statements (balance sheet, income statement, and cash flow statement). If audited
financial statements are not available, provide officer-certified financial statements. If the applicant has
not been in business long enough to satisfy this requirement, it shall file audited or officer-certified
financial statements covering the life of the business.

Exhibit C-4 “Financial Arranpgements,” provide copies of the applicant's current financial
arrangements to conduct competitive retail natural gas service (CRNGS) as a business activity (e.g.,
guarantees, bank commitments, contractual arrangements, credit agreements, etc.)

Exhibit C-5 “Forecasted Financial Statements,” provide two years of forecasted financial statements
(balance sheet, income statement, and cash flow statement) for the applicant’s CRNGS operation, along
with a list of assumptions, and the name, address, email address, and telephone number of the preparer.

{CRNGS Supplier Renewal - Version 1.07)  Page 5 of 7



C-7

C-8

D-2

D-3

Exhibit C-6 “Credit Rating,” provide a statement disclosing the applicant’s current credit rating as
reported by two of the following organizations; Duff & Phelps, Dun and Bradstreet Information
Services, Fitch IBCA, Moody’s Investors Service, Standard & Poors, or a similar organization. In
instances where an applicant does not have its own credit ratings, it may substitute the credit ratings of a
parent or affiliate organization, provided the applicant submits a statement signed by a principal officer
of the applicant’s parent or affiliate organization that guarantees the obligations of the applicant.

Exhibit C-7 “Credit Report,” provide a copy of the applicant’s current credit report from Experion,
Dun and Bradstreet, or a similar organization.

Exhibit C-8 “Bankruptcy Information,” provide a list and description of any reorganizations,
protection from creditors, or any other form of bankruptcy filings made by the applicant, a parent or
affiliate organization that puarantees the obligations of the applicant or any officer of the applicant in the
current year or since applicant last filed for certification.

Exhibit C-9 “Merger Information,” provide a statement describing any dissolution or merger or
acquisition of the applicant since applicant last filed for certification.

_SEcTiIOND— AP

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED.

Exhibit D-1 “Operations,” provide a current written description of the operational nature of the
applicant’s business. Please include whether the applicant’s operations will include the contracting of
natural gas purchases for retail sales, the nomination and scheduling of retail natural gas for delivery,
and the provision of retail ancillary services, as well as other services used to supply natural gas to the
natural gas company city gate for retail customers.

Exhibit D-2 “Operations Expertise,” given the operational nature of the applicant’s business, provide
evidence of the applicant’s current experience and technical expertise in performing such operations.

Exhibit D-3 “Key Technical Personnel,” provide the names, titles, email addresses, telephone
numbers, and background of key personnel involved in the operational aspects of the applicant’s current
business,

Applicant Signature and Title /@ J/Vl . w [.ﬂé A%tsmﬁ-f- 560(‘6.’{2“‘\{'

Sworn and subscribed before me this [ [{- & day of ’jt;- \"\ Month ’L OOS’ Year
S (
Celbidor > ¢ Dch K&H\w\ L/Da\7
Signature of official administering oath Print Name and Title

My commission expires on Olz’/ //?// 2 O( / ‘

KATHLEEN E. DALY
Motary Public of Naw York
No. 01DAG160559
Qualified in Westchester County
Commisslon Explres Feb, 12, 20__1 (

(CRNGS Supplier Renewal - Version 1.07)  Page 6 of 7



The Public Utilities Commission of Ohio

Competitive Retail Natoral Gas Service

Affidavit Form
{Version 1.07)
In the Matter of the Application of )
Direct Energy Services, LLC
e % ) Case No. 02 _1829 -GA-CRS

for a Certificate or Renewal Certificate to Provide )
Competitive Retail Natural Gas Service in Ohio. )

County of Westchesgtecr
State of  New Yorw

Llea M béz_\ﬁﬂw('e [Affiant], being duly sworn/affirmed, hereby states that:

(1) The information provided within the certification or certification renewal application and supporting information is
complete, true, and accurate to the best knowledge of affiant.

(2) The applicant will timely file an annual report of its intrastate gross receipts and sales of hundred cubic feet of
natural gas pursuant to Sections 4905,10(A), 4911.18(A), and 4929.23(B), Ohio Revised Code.

(3) The applicant will timely pay any assessment made pursuant to Section 4905.10 or Section 4911.18(A), Ohio
Revised Code.

(4) Applicant will comply with all applicable rules and orders adopted by the Public Utilities Commission of Ohio
pursuant to Title 49, Ohio Revised Code.

(3) Applicant will cooperate with the Public Utilities Commission of Ohio and its staff in the investigation of any
consumer complaint regarding any service offered or provided by the applicant.

(6) Applicant will comply with Section 4929.21, Ohio Revised Code, regarding consent to the jurisdiction of the Ohio
courfs and the scrvice of process.

(7y Applicant will inform the Public Utilities Commission of Ohio of any material change to the information supplied in
the certification or certification renewal application within 30 days of such material change, including any change in
contact person for regulatory or emergency purposes or contact person for Staff use in investigating customer
complaints.

(8) Affiant further sayeth naught.

Affiant Signature & Title ﬁ \/!,\' (é}%ﬂd’é Aﬁg,&f&!“‘f Sfigft‘fzil'y

Sworn and subscribed before me this [ [ro {,L day of /J(:;f /7 Month ZOU g Year
JailE>-7 0% Kothlun € nocy (75
Signature of Official Administering Oath Print Name and Title
KATHLEEN E. DALY My commission expires on 2__/ //2—// 2. ol /
Notary Public of New York

No. 01DAG160559
Qualified in Wastchester County 1
Commisslon Expires Fab. 12, 20 L}
180 East Broad Street » Columbus, OH 43215-3793 » (614) 466-3016 » www PUCQ.chio.gov
The Public Utilities Commission of Ohio is an Equal Opportunity Employer and Service Provider

{CRINGS Supplier Renewal) Page 7 of 7
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The Public Utilities Commission of Ohio
RENEWAL CERTIFICATION FILING INSTRUCTIONS
COMPETITIVE RETATL NATURAL (GAS SUPPLIERS
IR SRR TR
L. Where to File: Applications should be sent to: Public Utilities Commission of Ohio

(PUCO or Commission), Docketing Division, 134 Floor, 180 East Broad Street,
Columbus Ohio 43215-3793.

IL What to File: Applicant must submit one original notarized application signed by a
principal officer and ten copies, including all exhibits, affidavits, and other attachments.
All attachments, affidavits, and exhibits should be clearly identified. For example,
Exhibit A-15 should be marked “Exhibit A-15 - Corporate Structure.” All pages should
be numbered and attached in a sequential order.

IMPORTANT REQUIREMENT' The renewal application must be docketed in the
applicant’s original GA-CRS case number. Therefore, applicant should enter that
number on the renewal application form when filing a renewal.application.: o

M. When to File: Pursuant to Rule 4901:1-27-09 of the Ohio Administrative Code,
renewal applications shall be filed between 30 and 120 days from the prior certificate’s
expiration date.

1IV.  Renewal Application Form: The renewal application form is available on the PUCO
Web site, www.puco. Qhio.gov or directly from the Commission located at: Public Utilities
Commission of Ohio, Docketing Division, 13" Floor, 180 East Broad Street, Columbus,
Ohio 43215-3793.

V. Confidentiality: If any of an applicant’s answers require the applicant to disclose what
the applicant believes to be privileged or confidential information not otherwise available
to the public, the applicant should designate at each point in the application that the
answer recuires the applicant to disclose privileged and confidential information.
Applicant must still provide that privileged and confidential information (separately filed
and appropriately marked). Applicant must fully support any request to maintain the
confidentiality of the information it believes to be confidential or proprietary in a motion
for protective order, filed pursuant to Rule 4201:1-1-24 of the Ohio Administrative Code.

VI.  Commission Process for Certification Renewal: An application for renewal shall
be made on forms approved and supplied by the Commission. The applicant shall
complete the appropriate renewal form in its entirety and supply all required attachments,
affidavits, and evidence of capability specified by the form at the time an application is
filed. The Commission renewal process begins when the Commission’s Docketing
Division receives and time/date stamps the application. An incomplete application may be
suspended or rejected. An application that has been suspended as incomplete will cause
delay in renewal.

180 Hast Broad Street ¢ Columbus, OH 43215-3793 « (614) 466-3016 * www.PUCO.chio.gov
The Public Utilities Commission of Ohio i3 an Equal Opportunity Employer and Service Provider
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Version 1.07
Page 2 of 2

The Commission may approve, suspend, or deny an application within 30 days. 1f the
Commission does not act within 30 days, the renewal application is deemed automatically
approved on the 31% day after the official filing date. If the Comumission suspends the
renewal application, the Commuission shall notify the applicant of the reasons for such
suspension and may direct the applicant to furnish additional information. The
Commission shall act to approve or deny a suspended application within 90 days of the
date that the renewal application was suspended. Upon Commission approval, the
applicant shall receive notification of approval and a numbered, renewed certificate that
specifies the service(s) for which the applicant is certified and the dates for which the
certificate is valid. Unless otherwise warranted, the renewed certification designation will
remain consistent with the previously granted certification. For example, a certified
marketer will renew as a certified marketer.

Unless otherwise specified by the Commission, the competitive retail natural gas service
(CRNGS) supplier's renewed certificate is valid for an additional period of two years,
beginning and ending on the dates specified on the certificate. The applicant may renew its
certificate in accordance with Rule 4901:1-27-09 of the Ohio Administrative Code.

CRNGS suppliers, which include marketers, shall inform the Commission of any material
change to the information supplied in a renewal application within thirty (30) days of such
material change in accordance with Rule 4901:1-27-10 of the Ohio Administrative Code.

VIL.  Contractual Arrangements for Capability Standards: If the applicant is relying
upon contractual arrangements with a third-party, to meet any of the certification
requirements, the applicant must provide with its application all of the following:

» The legal name of any contracted entity;
® A statement that a valid contract exists between the applicant and the third-party;
» A detailed summary of the contract(s), inclnding all services provided thereunder; and

= The documentation and evidence to demonstrate the coniracting entity’s capability to
meet the requirements as if the contracting entity was the applicant.

VIII. Questions regarding filing proceduves should be directed to:

Edith Binford at (614) 466-4821 or Edith.Binford@puc.state.oh.us

IX. Governing Law: The certification/renewal of CRNGS suppliers is governed by
Chapters 4901:1-27 and 4901:1-29 of the Ohio Administrative Code, and Section 4929.20
of the Ohio Revised Code.


mailto:Edith.Binford@puc.state.oh.us

Exhibit A-14

“Principal Officers, Directors & Partners”

Direct Energy Services, LLC

Deryk King
Chief Executive Officer

Phillip Tonge
President

Jay Hellums
SVP, Energy Procurement

William: Cronin
Chief Operations Officer

David Clarke
Chief Financial Officer
and Senior Vice President, Finance

Nathan Kroeker

Vice-President, Finance (Texas)

Jim Steffes
Vice President

Jamey Secly
Secretary

Lisa Delsante
Asgsistant Sceretary

Brandon Parent
Assistant Secretary

Maura Clark
President, C& I Energy

25 Sheppard Ave West, | 5th Floor
Toronto, Ontario M2N 656
(416) 590-3504

12 Greenway Plaza, Suite 600
Houston, TX 77046
(T13) 877-3501

12 Greenway Plaza, Suite 600
Houston, TX 77646
{(713)877-3642

2319 Whitney Avenue, 4™ Floor
Hamden, CT
(203) 230-5623

25 Sheppard Ave West, 15th Floor
Toronto, Ontario M2N 656
(416) 590-3504

12 Greenway Plaza, Suite 600
Houston, TX 77046
{713) 8773744

12 Greenway Plaza, Suite 600
Houston, TX 77046
{7131 877-3818

12 Greenway Plaza, Suite 600
Houston, TX 77046
{713} 877-3507

150 East 52™ Street, 15™ Floor
New York, NY 14022
(203) 219-3127

25 Sheppard Ave West, 14th Floor
Toronto, Ontario M2N 656
(416} 590-3696

Two Gateway Center
Pittsburgh, PA 15222
{412)394-5601



Exhibit A-15
“Corporate Stracture”

‘The following entities from the attached organizational chart are retail and/or wholesale
entities: Direct Iinergy Marketing, Inc.; Energy America, LLC; Direct Energy Services,
LLC; Strategic Energy, 1.LC; Direct Energy, LP; WTU Retai] Energy, LP; and CPL
Retail Energy LP.
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Iixhibit A-16
“Company History”

Direct Encrgy Services, LIC

Company History

Direct Encrgy Services, LLC, is an indirect, wholly-owned subsidiary of Centrica ple,
which is listed on the Fortune Global 500 list as the 218" largest corporation and the
seventh largest utility in the world.

Centrica ple, a leading provider of energy services, has a strong worliwide presence, with
over 20 million customer relationships worldwide,

At Lhe present time, Centrica has market capitalization of approximately $26 billion and
$32 billion in annual revenues. In the United Kingdom, Centrica owns approximately
3,000 MW of gencration capacity to support its retail electricity customer base. Since the
UK residential electricity market opened to competition in 1998, Centrica’s British Gas
marketing subsidiary has become the largest supplier of electricity to residential
custoiners in Great Britain.

In North America, Direet Energy Services’ affiliated companies own electricity
pencration and gas production asscts that support its retail supply business, including
more than 3,500 gas wells in Western Canada and more than 1,000 MW of clectric
generating capacity in Texas. Through these affiliated companies, Direct Energy is onc
of the largest competitive encrgy retailers in North America with over 5 million customer
relationships in the region.

Direct Energy Services, LLC, provides natural gas supply to nearly 300,000 customers
throughout the United Stales,

In Texas, affiliates of Direct Energy Services began serving electric customers when that
state opened s retail market to competition in 2002, Direct Enezxgy acquired CPL Retail
Energy and WTU Retail Energy, which act as the incumbent providers in southern and
western ‘Texas. Direct Energy actively competes for customers in other areas of the state.
Callectively, these companies serve nearly 1 million residential and commercial
customers.

In short, Dircet Iinergy Services, LL.C, Centrica, as well as affiliated companies have a
strong, proven background in the gas and electric industry,



Exhibit A-17
“Articles of Incorporation and Bylawy”

There have been no changes or amendments to the Articles of Incorperation since the
date of the last Renewal Application,



Exhibif A-18
“Secretary of State”

Please see the attached document,



United States of America
State of Ohio
Office of the Secretary of State

I, Jennifer Brunner, do hereby certify that I am the duly elected, qualified and
present acting Secretary of State for the State of Ohio, and as such have custody
of the records of Ohio and Foreign business entities; that said records show
DIRECT ENERGY SERVICES, LLC, o Delaware Limited Liability Compuny,
Registration Number 1473703, fited vn June 30, 2004, is currently in FULL
FORCE AND EFFECT upon the records of this office.

Witness my hand and the seal of the
Secretary of State at Columbus, Chio
this 7th day of July, A.D. 2008

Ohio Secretary of State

Validation Number: V0081880417



Exhibit B-1
“Jurisdictions of Operation”

Dircet Energy Services, LLC

Jurisdictions of Operation

Direct Encrgy Scrvices, LLC or an affiliate currently is licensed and active in the
following states:

Power Gas
Califomia Connecticut
Connecticut Iinois
Delaware Massachusetts
District of Columbia Michigan
Minois New York
Maine Ohio
Maryland Pennsylvania
Massachusetts Rhode Island
Michigan

New Jersey

New York

Ohio

Pennsylvania

Rhode Island

Texas

Direct Energy Services, LLC or an affiliate is licensed but curreatly inactive in the
following statcs:

Power Gag
California Maryland
Delaware New Jersey
District ol Columbia

Michigan

Ohio

Rhode Island



Exhibit B-2
“Experience and Plans”

Direct Energy Services, LLC

Experience & Plans

It is Direct Bnergy’s intention to continue to fully comply with Sce. 4929,22, Ohio Rev.
Code and all the rules promulgated by the Public Utilities Commission of Ohio as
comained in chapter 4901:1-29, Ohio Admin. Code.

In addition to meeting requirements specified in the Cominission’s Rules, Direct Encrgy
has implemented, or is in the process of implementing, a number of measures designed to
minimize consumer complaints arising from marketing and sales activities,

Direct Encrgy has a procedure for complaint handling and dispute resolution,
Complaints arc generally received through one of the following avenues: (1) placing a
call to our toll free customer service lines, (2) faxing a complaint to 1-800-457-9686, or
(3) mailing a letter to Direct Encrgy at P.O. Box 642156, Omaha, NE, 68164. These
methods of contact and dispute resolution are detailed for the customer in the written
contract. In addition, there is a process through which Direct Energy can receive
consumer complaints directly from PUCQO,. Direct Energy has established a complaint
resolution group that can be contacted by the PUCO af the following e-mail address:
contactdirectenergy@directenergy.com. This e-mail address is staffed by members of
Direct Energy’s complaint escalation team to ensure that there is always someone
available to immediately start working on a complaint received from a state regulatory
agency. Direct Encrgy promptly responds to complaints received either directly from a
customer or from the State’s Commission. Any resolution via the State’s regulatory
Commisgsion includes direct commumication with the customer (o resolve the issues raised
by the complaint.

In addition 1o applicable legal and regulatory requiremenits, the contact with the customer
guides the respective rights and responsibilities of both Direct Energy and the customer.
As a result, the residential customer’s tights and responsibilities are fully set forth in the
terms and conditions of service. Specifically, the language includes, but is not limited to,
the following:

'The length of the agreement;

Pricing and billing arrangements,

Customer’s right of rescission/cancellation; and,

Who to contact in the event the customer has a dispute involving Direct Energy’s
service

® ¢ & @



Exhibit B-3
“Summary of Experience”

Direct Encrgy Services, LLC

Summary of Experience

As part of Centrica, Direct Energy Services, LLC, has over five million commercial and
residential customer relationships for gas, electricity, and related services across North
America,

Overall, Direct Energy Services, LLC, has over 4,800 employees.

More specifically, in North America, Direct Service’s affiliated companies own
electricity generation and gas production assets thal support its retail supply busingss,
including more than 3,500 gas wells in Western Canada and more than 1,000 MW of
clectric generating capacity in Texas. Through these affiliated companies, Direct Energy
is one of the largest competitive energy retailers in North America.

Direct Energy Services, L.L.C, provides natural gas supply to nearly 306,000 cusiomers
throughout the United States.

71172008 - 5499162



Exhibit B-4
“Disclosure of Liabilities and Investigations?

Direct Energy Services, LLC

Disclosure of Liabilities and Investipations

Summary of U.8. Reguiatory and Disciplinary Proceedings
As of July 7, 2008

Direct Energy Services, LLC ("Direct Energy"} has never been the subject of regulatory
or disciplinary proceedings, however, in the interest of full disclosure, certain affiliates of
Direct Energy have been the subject of regulatory and disciplinary proceedings, which
are detailed below.

» Energy America, LLC ("Energy America”) has been the subject of regulatory and
disciplinary proceedings in New Jersey, Michigan, Georgia, and Texas,
However, Energy America has paid fines to or entered into amicable agreements
with the States identified to resolve the matters and has worked cooperatively
with regulators to assure that they will not occur again.

s In 2007, Energy America had a proceeding pending before the Federal Energy
Regulatory Commission ("FERC®). Howaver, the underlying complaint was
dismissed by the FERC with prejudice.

« Direct Energy LP has been the subject of a regulatory proceeding in Texas.

Energy America: New Jersey

In December 1999, Energy America, was a respondent in a proceeding before the New
Jersey Board of Public Utilities, docket numbser £ES88110852U. A Consent Order was
issued in February 200G resolving claims that Energy America has improperly marketed
to New Jersey customers. Prior to the Consent Order being issued Energy America met
certain conditions, including submitting all agent training materials to the Board of Public
Utilities staff for review, providing Board of Public Utilities Staff with a dress rehearsal of
its revised sales presentation, submitting its third party verification program for review
and receiving approval from the Board of Public Utilities and the Division of Consumer
Affairs to resume marketing. As part of the Consent Order Energy America agreed to
continue its practice of allowing consumers to cancel their contracts at no cost and to
contact all New Jersey customers enrolled with Energy America by mall and provide
them with an opt-out letter and return postage paid envelops. While Energy America did
not admit to any acts which viclated any Mew Jersey laws or regulations, Energy
America agreed to make payment to the State of New Jersey for the purposes of further
consumer education and funding future investigative and enforcement activities and to
pay attornays’ fees and costs incurred by the Board of Public Ulilities and the Division of
Consumer Affairs in connection with this matter.



Energy America: Georgia

in July 2000, Energy America was a respondent in a proceading before the Georgia
Public Service Commission, docket number 12126-U. The proceeding resolved claims
that Energy America had enrollad doorto-door customers without appropriate
authorizations, Energy America did not admit to any acts which violated any Georgia
laws or regulations. However, Energy America did agree to a stipulation implementing
certain measures including establishing an energy fund to assist low income and elderly
customers and paying costs and expanses to the Georgia PSC.

In July 2003, Energy America was a respondent in a proceeding before the Georgia
Public Services Commission, docket number 16602-U. The proceeding resolved claims
that Energy America had enrolled customers without the appropriate authorizations.
Energy America did not admit to any acts which violated any Georgia laws or
regulations. Pursuant to a stipulation, Energy America agreed to credit the accounts of
complaining customers and to contribute to Georgia's Low-Income Heating Assistance
Program.

On January 6, 2004, the Georgia Public Service Commission approved a Stipulation
between Energy America and the staff of Georgia Public Service Cormmission to resclve
a matter arising out of the Energy America's inadvertent failure to timely pay its provider
of mailbox services (docket number 8657-U). Consistent with apglicable rules, Energy
America had maintained a maifbox, as among cther things, the primary mailing address
for certain payments, including Low Income Home Energy Assistance Program
("LIHEAP") payments, and other correspondence from Energy America's customers in
the State. As a result of Energy America's inadvertent failure to pay the vendor,
payments sent to Energy America at the mailbox address were not forwarded to Energy
America resulting in the disconnection of service to several customers. In resalution of
these issues, Energy America agreed to reinstate the accounis of all affected customers
and made a voluntary contribution to the LIMEAP fund.

Energy America: Michigan

In July 2002, Energy America entered into an Assurance of Voluntary Compliance with
ihe Michigan Attorney General's office to resolve alleged violations of the Michigan
Consumer Protection Act, The assurance expired in August 2004 as Energy America
had met all substantive terms of the Assurance. In the Assurance Energy America
agreed to de-enroll any consumers that alleged they did not authorize the company to
enroll them for natural gas service unless Energy America could establish by clear and
convincing evidence the consumers allegations were invalid, to not make any false or
misleading representalions to consumers, to comply with written or verbal requests by
consumers to stop soliciting them and to verify future consumer enrollments through
taped third party verification or by sending confirmation letlers. Energy America did not
admit to any acts which violaled any Michigan laws or regulations. As part of the
Assurance Energy America paid costs and expenses to the Michigan Attorney General’s
office.



Energy America: Federal Eneragy Regulatory Commission

On March 15, 2007, the lilincis Attorney General filed a complaint with the Federal
Energy Reguiatory Commission ("FERC”), alleging that (i} certain electricity suppliers
engaged in price manipuiation in an auction that Commonwealth Edison Company and
the Ameren Companies held in September 2006 and (if} that the resulting prices are
unjust and unreasonable. Energy America was a participant in the auction and was
named as a defendant along with fourtesn other energy providers. On Oclober 4, 2007,
the FERC dismissed the complaint with prejudice.

Energy America and Direct Energy, LP: Texas

On Dacember 10, 2002, the Public Utility Commission of Texas (“PUCT") issued Notices
of Violation {"NOVs") to 25 different Retail Electric Providers ("REPs") who missed the
requisite 21-day timeframe for responding to cusiomer complainis forwarded by the
PUCT. In addition, there were a number of alleged violations for failing to provide
sufficient documentation related to a complaint, Many of these cases were resolved
through settlement agreements, which were subsequently approved by the PUCT.
Republic Power, LP (dib/al Energy America), now operating under the certificated name,
Direct Energy, LP, received two NOVs and warked with PUCT Staff to reach a
seitlement in both cases. The setilements, which included recommended administrative
penalties totaling $25,650, were filed on Aug. 18, 2003; however, the settlements were
never placed on the PUCT's agenda for final orders. On March 9, 2007, and after first
advising Direct Energy of the PUCT's plans to ¢lose out the cases, the PUCT Staff filed
proposed final orders, which were subsequently approved by the PUCT on March 29,
2007.

On December 22, 2003, Republic Power {dfb/a Energy America) entered into a
Stipulation and Settlement Agreement with the Public Utilily Commission of Texas
("PUCT"), docket number 28306, to resolve certain technical violations of the Texas
Commission's rules relating to the selection or changes of retail electric providers
("REP"). A Notice of Violation ("NOV") issued by the PUCT had alleged that (i) a pre-
checked box on the Company's internet customer enroliment form failed to properly
“provide a statement with a box that must be checked by the customer tc indicate that
the customer has read and agrees to select the REP {o provide electric service and the
time and date of the customer's enrcliment’; {ii} the Company's "Term of Service’
document did not contain a required “Electricity Facts Label”; and that {iii) the enroliment
package e-mailed by the company to new customers enrolied via the internst failed to
include a document entitled “Your Rights As A Customer” Republic Power
acknowledged its technical violation of the checkbox requirement and, in fact, had
corrected the technical violation prior to the NOV. No customer complaints were
received by the PUCT regarding tha violation.

The Stipulation and Settlement Agreemant also addressed certain complaints that arose
out of Republic Power's telemarketing efforls, as conducted by several third party
telemarketing firms. It was learned that in viclation of Republic Power’s instructions, the
telemarketing firms had switched certain customers without obtaining proper approval or
without making certain required disclosures required by PUCT rules. Republic Power
addressed this situation by suspending telemarketing activities, terminating relationships
with these vendors, and implementing a number of conirols and compliance measures



before resuming telemarketing activities., Pursuant to the Stipulation and Settlement
Agreement, in consideration of an administrative penalty of $750,000, all matters that
were the subject of the NOV and customer switching related complaints the occurred on
or before August 31, 2003 were deemed fully resolved. As part of the settlement, the
PUCT staff and Republic Power acknowledged that customer confusion about the
restructured retall electric market may have been a contributing factor 10 the lodging of
some customer complaints. The paries pledged to work ifogether cooperatively o
identify and expeditiously resolve any further problems.

These violations were technical and inadvertent in nature or the result of actions of third
parties. Applicant resclved these issues in a responsible and reasonable manner and is
working cooperatively with regulators to prevent their re-cccurrence.

On August 24, 2007, Direct Energy and the Staff of the Public Utility Commission of
Texas (“PUCT" or "Commission”) filed a Seitflement Agreement and Repori to the
Commission (Docket No. 34671} to resolve a matter related to differing interpretations of
the existing PUCT rules for renewal of electric service with respect to small commercial
customers, Direct Energy's renewal practice for small commergial customers was to
send renewal notices to its customers whose coniracts wers about to expire. The
notices offered to renew the contracts for another 24-month term, and would be effective
if the customer did not take action by a specific, disclosed date. The notices included
the appropriate disclosures of the renewal product's terms, including notice of an early
cancellation fee. Each small commercial customer was also provided the opportunity to
contact the Company to decline the renewal offer without penalty. This renewals
approach allowed Dirsct Energy's customers to continue receiving service with the
Company on a product comparabie to their existing contract without taking any further
action. Direct Energy beligves that this approach provided a valuable and desirable
service to customers and that this renewals practice is not prohibited by the PUCT's
rules.

After investigating Direct Energy's renewal practices, the PUCT Staff concluded that
Direct Energy and Staff interpreted the existing rules related {0 renewsis differently and
that Direct Energy’s interpretation was incorrect. Specifically, the PUCT Staff believes
that renewing customers for a time period greater than 31 days requires the customer's
affirmative consent; however, it was explicitly noted in the Setdement Agreement that:

D Direct Energy and the PUCT Staff interpreted the PUCT rules “differently,
and although Staff contends that the Company's interpretation of this ruls
was incorrect, Staff found no evidence of any willful or negligent

violation."
. “Direct Energy fully cooperated with Staff's investigation.”
o “After being notified of Staff's concerns regarding Diract Energy's contract

renewal practices, the Company voluntarily modified its contract renewal
practices to address the issues raised by Staff”

Direct Energy strongly believes that it correctly interpreted and adherad fo the renewal
rules in the Texas market and that its customers thought so as well. Approximately
5,200 small commercial customer renewals occurred during the period covered by the
PUCT's investigation — of these, 25% elecied to exercise their option to select another
supplier; the other 75% remained with Direct Energy. 1 is important to note that the



PUCT received only 3 customer complaints, with 2 of those arriving after publicity
surrounding a settlement by another provider on the same issue.

Cn December 14, 2007, the Commission issued a Final Order appraving a revised
Settlement Agreement between Commission Staff and Direct Energy, in which Direct
Energy agreed to: 1) provide notice to all affected customers that they are no longer
subject to a term commitment and may choose anocther service plan or provider without
being charged a cancellation fee; 2) provide refunds of sarly cancellation penalties that
may have been levied; and 3) expend $695,000 to fund the development and
presentation of an education program regarding the retail electric market in the Electric
Reliability Council of Texas targeted to small commaerciai custemers in lisu of paying an
adminisirative genaity.
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Exhibit C-1
“Annual Reporis”

Direct linergy Services, LLC, is a wholly-owned subsidiary of Centrica, ple. Therefore,
Direct Encrgy Services, LLLC’s financial affairs are part of the audited, consolidated
financial statcment and aumual report of its parent corporation, Centrica, ple.

Attached please find Cenirica’s Annual Reports from 2006 and 2007, the most recent
Amnual Reports available.



Exhibit C-2
“SEC Filings”

Direct Energy Services, 1I.C, is a wholly-owned subsidiary of Centrica, ple. Therefore,
Direct Encrgy Services, LLC’s financial affairs are part of the audited, consolidated
financial statement and annual report of its parent corporation, Cenirica, ple. Centrica,
ple does not file with the SEC because 1t is a United Kingdom company.



Exhibit C-3
“Financial Siatements”

Dircet Energy Services, LLC, is a wholly-owned subsidiary of Cendrica, ple. Therefore,
Direct Energy Services, LLC’s financial affairs ave part of the audited, consolidated
{financial statement and anguat report of its parent corporation, Centrica, plc. Please see
Exhibit C-1 which contains the Annual Reports for Centrica, ple, which include financial
statements. Also sce Exhibit C-6 which contains a Support Agreement.



Exhibit C-4
“Financial Arrangements”

Attached is a redacted version of the Master Services Agreement Summary and letter
from Legal Counsel addressed to the Public Utility Commission of Chio. An unredacted
version of cach was submitied under seal.



Direct Energy Services, LLC
Case No. (2-1829-GA-CRS

Exhibit C.4
"Financial Arrangements”




Exuibit C-4

"Financial Arrangements”
(Summary of '
. Master Serviees Agreement)
) .;" N has entered into a Master Sexvices
Agreement with . . . whereby . . ,8esa

wholesaler, witl provide sérvices 1o . , & competitive retail natural gas

supplier. This exhibit will summarize the provisions under the Master Services Agreement aad
is responsive to Section VII "Contractual Arrangements for Capability Standards” of the

Renewal Certification Filing Instructions.

L. ) .. will provide 100% of the natural gas required by . .o
in order for. 7 i -7 %0 perform its obligations under existing and future agreements to

supply natueal gas to its customers.

2. : .will provide any other services related to the provision of natural
gas service for’ a8’ "~ - . ey easonably request from time to time. |

will pay Lo . an amount equal to the cost paid by . . .io
purch;se the natural gas suppliedto ~ ° 7 inconnection with this agteement,

3. " e, wilt reimburse . © .. forreasonsble fees and expenses
incurred by - in connection with its purchase or provision of natural gas or related
services to.

4. ‘The term of this agreement will bs for one year provided that it wifl extend
automatically for subsequent one-year terms unless carlier terminatedby ... . _rorby

upon 60 days’ prior written notice to the other party,




5. , -, may assign certain rights and obligations related to natural gas
pipeline transportation and similar assets and services to [ . 7 rinorderio allow
. fo perform ity obligations under this agreement. Such rights and obligations

shal! be considered assigned rights .a'nd I © .. :hereby covenants to comply with the

., . A, .
provisions of this agrecment in connection therewith.

6. . L wil] also provide meintenance, administration, scheduling, and
confracting services where and when requires.
7. . will comply with any third party requests and will perform any

special billing procedures as required by

8. . shall have the right to terminate or reduce any of the servives
provided by . +upon twe days' prior written notice to |

Q. If the agreement expires or is validly terminated, there will be no Hability or
obligation on the part of s o or.. . {oranyof their respective
representatives), except that each party shall continue to be liable for any willfbl breach of this
agreement by it occurring prior to termination and each party shall pay any atnounts outstanding
and payable by it hereunder as of the date of expiration or teroxination,

10.  Upon the expiration or termination of this agresment for any reason,

-will take all actions necessary to sssign or otherwise allogate the assigaed rights to

ot its designee and to assist - to enter into alternate arrangements to

receive services similar to the servicos with applicable counterparties.

1. ! .shall invoice’ +, on amonthly basis for all fees,
2. - shall pay " : vl forall fees within 30 days of the receipt
of the invoice.




13, If. fails to pay any fees within the 30 day period, intersst shall
accrue on the unpaid portion from the date that the payment was due until the date of payment at

the interest rate.

14. Ifduring the term o[__’?hc agreement any governmental authority imposes atax on
R 4; .

the services rendered to” . b’y' .. . agrees {0 pay, or remit
o . sothat.; vt . maypay the amount of such tax impoged wpon the
services rendered. , .

15, © . .. shall have no liability for and shall not be obligated to pay for any
property laxes of any kind or type appﬁcable to the property of . or any income
taxes of any kind or type applicable to the income of |

6. . . corand. <L L. shall each be considered ss independent
contractors,

17. Neither " .. .nor any of its representatives shall be liable for any

default or delay in the performance of its obligations if such a defanlt or delay is caused by a
Force Majeurs event. Upon the occurrence of a Force Majeure event, - -willbe
excused from any further performance of any obligation for as long as the Force Majenre occurs

and a reasonable period of time thereafter,

18.  Neither. . nor . . .. willbe lisble for any loss of profits,
loss of business, loss of vse or of data, interruption of business, or for indirect, special, punitive,
exemplary, incidental, consequential or indirect damages of any kind.

19, ., will indemnify, defensd and hold harmiess | .1 from

and against any and all claims, losses, demands, costs or labilities resulting frora or in

connection with claims atising from " 's performance of the services, However,




~ will not indemnify if such third party ¢laims arebaged on !

'3 gross negligence or intentional misconduct,

20, If © breaches its duties under this agreement, . ' may
demand either renewal of performance of the breached service at 'S expense or a
refund of the fees paid to . " _ by - for the breached service. These are
the sole and exclusive reme@ies éf T - under this agreement.

2l.  Notices are 20 be in writing and can be given by personal delivery, mail, overnight
courier, or by facsimile,

22.  Neither _ nor < v intend to confer third —party
beneficiary rights upon any other pemson.

23.  The agreement between ™ Lcand . may be anended,
supplemented or modified only by a written instrment duly executed by sach party.

24, Any waiver by any pariy to a term or condition of this agrecinent in any one or

more instances shall not be deemed ot construed as a fture waiver,

GYS2004 - 8497122




Tuly 14, 2004

To:  Public Utility Conumission of Ohio

Dear Sirs/Mesdameés:

1 am writing in connection with |
proposed licensure in Ohio. More partlcularly, 1 am writing to ccmfy, in my capac;ty as

Legal Counselto =~ ', and without personai habzhty, that (&) . T isa
wholly-owned direct subsxhary of: . ° o which i in turn isa
wholly-owned direct subsidiary of S e " and (b}

a is an indirect wholly-owned subs:dlary of . For information relating
t0 . ... _ .’sbusinessplease visit www. . _com.
Very Best Regards,

Brandon Parent
Legal Counsel

business




Exhibit C-5
“Forecasied Finaneinl Statements”

(Confidential and Proprictary — Submitted Under Seal)



Exhibit C-6
“Credit Rating”

The current credit rating for Cenirica, ple as reported by Fitch Ratings on July 8, 2008, is
A,

The current ¢redit rating for Centrica, plc as reported by Moody’s Investors Service on
July 8, 2008, is A3.

Attached is a redacted version of the Support Agreement. An uniedacted version was
submitted under scal.



SUFPORT AGREEMENT
This Support Agreement is made as of August _{ , 2004 by and between

a
company incorporaled .  (“Pavent’™), and ,d Delaw;xre
Yimited liability company ("Subsgﬂiary"}.

L
. WHEREAS: i

. t

(A)  Parentisthe indi;ect oveer of 100% of the outstanding common stook of Subsidiary; and

;
{B)  Parent and Subsidiary desire to take certain actions t¢ enhance and maintain the financial
condition of Subsidiery.

NOW THEREFORE, in consideration of the premiscs and other good and valusble

consideration, the receipt and sufficiency of which is hereby acknowledged, the pasties hersto
agree ag follows:

1. Execntion and Delivery of this Agreement

Each of Parent and Subsidiary represents that the execution and delivery of this Support
Agreement has been duly authorised by it and this Support Agreement will constitute its
legal, valid and binding obligation in sccordance with its terms, subjest, as to
enforcement, to baukruptey, insolvency, reorgmuisation and other Taws of generul
applicability relating to ar affecting creditors’ rights and o general principles of equity.

2. Stock Ownership
Parent is the indirect owner of 100% of the coramon stock of Subsidiary.
3. Liguidity Provision

If, during the term of this Support Agreement, Subsidiary is unable to make timely
poyment of any obligations of Subsidiary, Parent, pronpily unon notice from Subsidiary,

shall provide to Subsidiary up to an aggrogate of USY in the form of cash or
liquid asseis.

4, NMothces

Any notice, instruction, request, consent, demand or other communication required or
contemplated by this Support Agreement shall be in wiiting, shall be given or made ot

communicated by United States first class mail, faosimile transmission or hand delivery,
addressed as follows:

If to Parent:




If to Subsidiary:

Suceessors -+ / '
This Suppott Agreement ghall be binding upon the parties hereto and their Tespective
successars aid assigng, ' '

Obligations of Pavent

This Support Agreement is not, and notliing herein contained, and nothing dorte pursiant
herein by Parent shall constitute or shall be construed or deemned 10 constitute an evidence
of indebteduess, or any obligation or Hability, of Parent as guaratttor, endorser, surety or
otherwise in respect of any securities of Subsidiary of any subsidiary of Subsidiury.

Governing Law

‘This Support Agreement shall be governed by and construed in accordance with the laws
of the Sinte of New York.

Remedics

The parties to this Support Agreement acknowledge and agree that breach of any of fhe
covenants of Parent set forth herein wmay not be compensable by payment of money
damages and, therefore, that the covenants of Parent set forth herein may be enforced in
equity by a decree requiving specific performance. Such remedics shall be cumulative and
non-exclusive and shall be in addition {o any other rights and remedies Subsidiary may
have under this Support Agreement.




IN WITNESS WHERKOF the parties herefo have set their hands as of the day and year first
above written, ¢

ll 1

E
+oq

By: PN S
Director
By yor
Conypany Secretary
By:

Aufforisedimatory




Exhibit C-7
“Credit Report”

Please see the attached Dun & Bradstrect credit report for Direct Energy Services, LLC.



DNBi Page 1 of 14
oy DN B ] ATTN: Naz Kasimabad]
Report Printed: July-08, 2008
ﬁj Risk Management S T
Application : DIRECT ENERGY SERVICES, LLC
D-U-H-5® Number: 15-235-8441 - DIRECT ENERGY SERVICES, LLC
Application Number: FCCKETL34
Trade Names: (FOREIGN PARENT |5 CENTRICA PLC, WINDSOR, ENGLAND.} - DIRECT ENERGY
Eﬂdorsement[mllmg Reference: naz. karlmabadi@directenargv.cam
D&B Address - 3l ﬂPFiiﬁahﬂﬂ Addrass % Assignedtos  Credit Department |
: Address 263 TRESSER BLVOFL8 | - e ,
Address g?:r:fﬁzsg{rﬂl\ég 9831 Fl STAMFORD.GT - 1 Application Submitted: 07/08/2008
: 5 069013205 et e
Ph‘:’e 203 326-3540 E Phone 203 328-3540 Last View Date:
ax i
Location Headquaners (Subsidiary) Fax
Type !
Weab www.directenergyservices. com

Company Summary

Application Declsion Reasons

Status; Approved

Approved: An automated decision resulted in a
“Approved” outcome on 07i08/2008.

The *FSS Approval” rule triggered this review because of
the following sonditions

Condition Value

Flnanc!al Stréés Score
National Parcentile Is Greater 92
Than or Equal To 21

And the following conditions wera not met:

Condition Value
- Ouf bf B-uslness Indlcator Is o
True False
Bankruptcy Found |5 True False

Based on the "Approved” rule the credit terms
recormmended are

Credit Limit $0.00
Payment Terms Not Set
Early Payment
i‘.}iscount Not Set
Analyst Mo instructions provided for
{nstructions this Decision.
Seore Bar
Commercial Cradit Seore Class 3

D&B 12-month PAYDEX®

12-month D&B PAYDEX®: 68
{Lowest Risk:100; Highest Risk:1)

When weighted by dolfar amount, Payments to suppliers
average 17 days beyond terms

Public Filings

The following data includes both open and closed filings
found in D&B's database on this company.,

Record Type g:g;l":‘; of :’;E:EQF;;:;M
Bankupties o .7
Judgments o .

Liens 1 1020105
Suits 0 .

UCC's 3 1114907

The public record Rema contained herein may have been
paid, terminated, vacated of released prior to todays date,

Financial 8tress Score Class
Financial Stress Score Class: 1

{Lowest Risk:1; Highest Risk:8}

Low risk of severe financial stress over tha next 12 months.

file/C:\Documents and Settings\swilliamsd\Local Settings\Temporary Internet Files\OLKQ\contents!.html  7/8/2008
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D&B 3-month PAYDEX®

3-month D&B PAYDEX®: 69

(Lowest Risk:100; Highesl Risk:1)

When weighied by dollar amount, Payments to suppliers

average 18 Cays Beyond Terms

Company Qvarview

Approved Credit Terms

Approved Gredit Limit

Approved Paymgn_f'l’erms
Approved Early Payiment Discount
Approved Term Siatus

This is a headquarters (subsidiary} location

Branch(gs} or Divialon{s) exist
Manager

‘;fear Started
Employees
SIC

Line of business

NAICS
History Status

Commercial Credit Score Class

Y

LOIS HEDG-PETH,
MEMBER

2004
260 (1 Here)
4924

Retail provider of
afectricity and natucal
gas commaodities artd
senvices

221210
CLEAR

Commercial Credit Score Class: 3

{Lowest Risk:1; Highest Rigk:$)

Medium risk of severe payment delinguency over next 12

months.

Credit Application

Business

Company Name DIREGT ENERGY SERVICES, LLC

ID FCCKETL24

Company Details

file://C:\Documents and Settings\swilliamsd\Local Settings\Temporary Interne! Files\OLK %\contentst.hitml

$0.0
Not Set
Not Set
Acfiva

Page 2 of 14
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Business Name:

Country:

Reason Code:

Adiress - Prirmary
Street (No P.O,
Boxes):

Secondary Street
Address:

City:
County:

Contact Information

First Name;
Last Name:
Title in Businass:

Department;

Profile

Region:
Business Unit:
Customer Type:
SIC Code:

Pubtic Company:

Business
Structure:

s this business a
public or
privately-held
husiness?:

DIRECT ENERGY
SERVICES, L1LC

United States OF America

263 TRESSER BLVD FL. 8

STAMFORD

USGM

4924
No

Business Identification

1s this busingss an
existing customer?:

Account Number:

Federal Tax ID:

file://C:\Documents and Settings\swilliamsd\Local Settings\Temporary Internet Filess\OLK Q\contents1.htm]

Province/State:
Province:
Zip/Postal Code:
Company Phong;
D-U-N-8@ Numbar:

Application Custom
Question 2:

Phone ftumber;

Sacondary Phene
Number;

Fax Number;

E-mail Address:

Start Date;

Years In Business:

Date of
Incorporation:
State of
Incorporation:

Numiber of
Employees:

Risk Category:

Does this husiness
have any
bankrupicies,
judgments, tax liens
or pending sulis?!

Connscticut

(69013205

203 328-3840
156-235-8444

280

R-U-N-S@ o a5 7603

Number - Parent:
D-U-N-S®

Number - Uitimate  15-235-8441

Parent:
D-U-N-S@

Number - Global 77-856-7803

Ultimate:

Page 3 of 14
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Request

Requested Amount:

Anticipated Volume
(KWH):

Are hank or trade
references
availabla?:

Account Detail

Product Line:

Account
Activation Date:

Account
Asslgnee:

Last Year's Sales;

Order Information

Last Order Date:

Last Order
Mumber;
Last Grder
Amount:

Sales Rep Name:

Corporate Linkage

Parent

Company
CENTRICA PLC

Credit Depariment

Subsidiaries (Domestic)

Company

| STRATEGIC ENERGY, L.L.C.

Page 4 o 14

Is & personal
guarantee
avaliable?:

Processing Priority:

Last Payment Date:
Last Payment
Amaount:

Application Custom
Question 1:

Sales Rep
Number:

Sales Rep Phone
Number:

Sates Rep E-mall
Address:

City , Country

D-U-N-57 NUMBER
Windsor , UNITED KINGOOM

Trrssreos

Branches (Domestic)

City , State D-U-N-5? NUMBER

PITYSBURGH, Pennsyvania  80-077-0810

file://C:ADocuments and Settingsiswilliamsd\Local Settings\Temporary Internet Files\OLK $\contentsl.him]  7/8/2008
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Company City , State D-U-N-57 NUMBER

'DIRECT ENERGY SERVICES, LLC " BETHESDA, Maryland  60.203.9582
DIRECT ENERGY SERVICES, LLC WALLINGFQRD , Conneclicut 81-468-8065
DIRECT ENERGY SERVICES, LLC PITTSBURGH, Pennsylvania B2-715-56550

Affiliates {Domestic)

Company City , State D-U-N-52 NUMBER -
oL re ERey e, T e T e
BASTROP ENERGY PARTNERS, L.P. GEDAR CREEK, Toxas 02-949-6531
DIRECT ENERGY, LP  HOUSTON , Texas 03-971-3364
CENTRICA US HOLDINGS ING WILMINGTON , Oslaware  12-426-5781
RESIDENTIAL SERVICES GROUP ING DAYTON, Ohio 13.292-9097
DIRECT ENERGY INC . 'STAMFORD, Comnecfiout  14-875-6951
WTU RETAIL ENERGY LP o . HOUSTON, Texss ~ 60-685-5018
Affiliates (International)
Company City , Country D-U-N-5? NUMBER
Centrica Canada Limited T Nodth York , CANADA 95-gea.ssse
GregnSource Capital Inc Markham , CANADA 25-985.2488
Conlrica Energie GmbH DUSSELDORF . GERMANY 55-109-6826
CENTRICA TRUSTEES LTD ~ Windsor , UNITED KINGDOM 52-571-2007
CENTRICA QUEST LTD )  \indsor UNITED KINGDOM ~ 54-425-8502
CENTRICA TRADING LTD - © Slough, UNITEDKINGDOM ~ 54-420-2436 ;
CENTRIGA BETA HOLDINGS LTD - ~ Windsor , UNITED KINGDOM 73-437-0808 ’ |
CENTRICA HOLDINGS LTD Windsor, UNITED KINGDOM ~ 34-525:9537 :
CENTRICA DELTA LTD NG AN  UNITED 36-483-8750
CENTRICA JERSEY LIMITED  Jersey , URITED KINGDOM 21-754-8291
CENTRICA ENERGIA S.L. - .~ MADRD.SPAIN 863064443

Predictive Scores

Credit Capacity Summan{

This credit rating was asslgned because of D&B's assessment of the company's financial ratios and its cash flow. For more information, see the
* D&B Rating Key",

Number of employees: 1R Indicates 10 or more employees
D&B Rating : 1R2
Composite credit appraisal: 2 is good
The Rating was changed on June 3, 2008 because of a change in the company's total number of employees.
The 1R and 2R ratings categories reflact company size based on the total nurmber of employess for the business, Thay are assigned to businass
files that do net contain a current financial statement, In 1R and 2R Ratings, the 2, 3, or 4 creditworthiness indicator is based on analysis by D&B of

public filings, irade paymeats, business age and other importan factors, 2 is the highest Composite Credit Appraisal a company not supplying DEB
with currant financial information can receive.
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Below is an overview of the company's

rating history since 07-10-2004 #ggﬁer of Empioyees  og9 {1 here}
D&B Rating Date Applied
1R2 06-D3-2008
2R2 06-07-2006 o (based on 17
. 07-10-2004 Payment Activify: experionces)
Average High Credit:, 31,940
Highest Credit: 40,000

Total Highest Credit: $28,700

D&B Credit Limit Recommendation

Conservative credit Limit $600,000
Aggressive cradit Limit: $1,000.000
Risk category for this business : LOow

This recommended Credit Umit Is based on the company profile and on profies of other companies with sinllarities in size, industry, and cradit usage,
Risk is assessed using D&Bs scoring methedology and s one factor vsed o create the recommended Himits, See Help for details.

Financial Stress Class Summary

The Financial Stress Class Summary Mode! predicts the fikelihood of 3 firm cessing business without paying all creditors in full, or reorganization or
gbtaining relief from creditors under stateffederal law over the naxt 12 months. Scores were calculated using a statistically valld model derived from
D&Bs extensive data flles.

The Financlal Stress Class of 1 for this company shows that firms with this classification had a failure rate of 1.29 (120 per 10,000), which is lower
than the average of businassss in D & B's database

Financial Stress Class : 1
(Lowest Risk:T. Highest Risk:3)

Low risk of severe financlal stress, such as bankeaptey, over the next 12 months.

Incidence of Financial Strass:

Among Businesses with this Classiflcation: 1,20 % (120 per 10008)
Average of Businesses in DEBs database: 2.60 % ( 260 per 10000)
Financial Stress National Percentile ; 92 (Highest Risk: 1; Lowest Risk: 100)
Financial Stress Score 1 2471 (Highest Risk: 1001; Lowest Risk: 1875)

e &9

The Financial Stress Class of this business is based on the followlny factors:

& 28% of trade dollars Indicate slow payment(s) are present.

» Control aga or date entered in D & 8 files indicates higher risk.

o Payment sxperlences exist for this firn which sre greater than 60 days past due.
Notes:

@ The Financlal Stress Class indicates that this finm shares some of the same business and financial characteristics of other companies with this
classification. It does not mean the firm will necessarily experfence financlal stress,

» The Incidence of Financial Stress shows the parcentage of firms Iy a given Class that discontinued operations over the past vear with loss to
creditors. The Incidence of Financlal Stress - National Average represents the naticnal faflure rate and Is provided for comparalive purposes.

+ The Financlal Stress National Percentile reflects the relative ranking of a company among all scorable compandes in D&Bs file.

# The Financial Stress Score offers a more precise measure of the level of risk than the Class and Percentlle. It is especially helpful to customers
using a scerecard approach 10 determining overall business performance.

e All Financial Stress Class, Percentile, Score and Incidence statistics are based on sample data from 2004
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Norms

This BUSlnes; T
Region: NORTHEAST
Industry: INFRASTRUCTURE
Employee range: 100-499

Years in Busingss: 3-5

Page 7 of 14

Natlanal %
JORE
50
49
99
42

‘This Business has a Financial Stress Percentile that shows:

a & & o

Credit Score ClasslSummary

Lower risk than other companies in the same region, (
Lower risk than other companies in the same industry,

Higher risk than other companies in the same empioyse size range.

Lower risk than other companies with @ comparable number of years in business.

The Credit Score class predicts the likelihood of a firm paving in a severely delinquent mannar (904 Days Past Terms) gver the next twetve months. 1t
was calculated using statistically valid models and the most recent payment information in DE&Bs files.

The Credit Score class of 3 for this company shows that 14.3% of firms with this classification paid one or more bills severely delinguent, which is
lower than the average of businesses in D & B's database,

Credit Score Class : 3
{Lowest Risk:1; Highes? Risk:5)

Moderate risk of severe payment delinguency over next 12 months,

Incidence of Delinguent Payment

Among Companies with this Classification: 14,38 %

Average compared to businessas in D&B's database: 20.10 %
Credit Score Percentile : 63 (Highest Risk: 1; Lowest Risk: 100}
Credit Score ; 486 (Highest Risk: 101; Lowest Risk:670)

The Gredit Scors Class of this business is based on the following factors:

[ B -]

Businass does not own facilitfes,
Notes:

L J

28% of trade dollars indicate slow payment(s) are present,
Payment experlences exist for this firm which are greater than 60 days past due.
No record of open Hen(s), or judgment(s) in the D & B files.

e The Credit Score Class indicates that this firm shares some of the same business and payment characteristics of other companies with this
classification, It does not mean the firm will necessarily experience delinquency,

¢ The Intidence of Delinquent Payment Is the percentage of compantes with this classification that were reported 90 days past due or more by
creditors. The calcuiation of this value is based on an inquiry weighted sample.

& The Percentile ranks this firm refative to other businesses. For example, a {irm in the 8Gth percentiie has a fower risk of paying in a saverely
delinquent manner than 78% of all scerable companies In DB files,

+ The Credit Score offers a more precise measure of the level of risk than the Class and Percentfle, It is especially helpful to customers using a
scorecard approach to determining overail business performance.

o All Credit Class, Percentile, Score and Incidence statistics are based on sampie data from 2004

Norms

‘ Thls Busxness
Region: NORTHEAST
Industry: INFRASTRUCTURE
Employae range: 100-499
Years in Business: 3-5

This business has a Credit Score Percentilo thal shows:

63

Natlenai %
50
42
75
50
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Lower risk than other companies in the same region.

Lower risk than other companies in the same indusiry.

Higher risk than other companies in the same employee size rangs.

Lower risk than other companies with a comparable numbar of years in business.

e & & B

Trade Payments
Payment Hablts

For all payment, experiences within a givan amount of credit extended, shows the percent that this Business paid wilhin terms. Provides number of
experiences to calculate the percentage, and the total credit value of the credit extended.

$ Credit Extended E:;zr:;g; % Total Dollar Amount % of Payments Within Terms
ver 100,0-66_' — ; s s e e " e
£0,000-160,000 0 ; 0 0%
15,000-49,999 0 0 0%
5,000-14,999 3  ga2E00 6%
1,000-4,999 3 $4500  44%
Under 1,000 g 572.1067 T

Based pn payments coliected over last 12 months.
Payment experiances reflect how bills are met in relation to the terms granted. In some instances, payment beyend terms can be the result of

disputes over merchandise, skipped invoices etc.

Payment Sunsnary

® There are 17 payment exparience(s) in D&Bs file for the most recent 12 months, with 7 experience(s) reporied during the fast three month
pericd.
» The highest Now Qwes on file is $2,500 . The highest Past Due on filg 13 $100

Below is an overview of the company's dollar-weighted payments, segrmented by its suppliers’ primary Industries:

i " I, Days Slow

g‘;ff; I"’“t?; Dollar i:;%?f‘ High %m <31 31-60 6100 90>

# ® L) {%) o)
Tcp ndtas” e e e 1 w,“..mm“,_* S
Nonclassified 3 10,250 7,500 Fi:] 24 0 G ¢
Whol office supplies 2 10,260 10,000 &1 0 0 G 4%
Execulive office 2 600 5060 100 0 0 g @
Data processing sves 1 5,000 5,060 100 L0 o0
Trucking non-local 1 1,000 1000 100 © 0 o 0
Mis¢ equipment rental 1 1,000 1,000 100 0 0 0 0
Pulp mill 1 500 500 0 0 10 0 O
Ret mail-order house 1 250 20 100 0 0 O O
Mechanical contraclor 1 100 100 100 [ ¢ 5 0
Whol service papet 1 100 100 50 50 © o 0
Short-trm busn credil 1 50 _ 50 o 0 0 0 100
Photocopying service 1 0 | 0 : 4 0O 'D 0
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Radiotelephona comimun
Other payment cateqories
Cash experiences

FPayment recerd unknown
Unfaveorable comments
Placed for collections:
Wilh O&B

QOther

Total in D&Bs file

i 0 0 0 6 0 ¢ 9
] 0
0 0
0 0
0 0
NIA Q
17 26,100 10,000

Accounis are somstimes placed for callection even though the existence or amount of the debi is disputed.

Indications of slowness can be re

Payment Details
" Date . : Last Sale
Reported  Paying Record High Srealt ""‘"ﬁ"‘;“"’” PO Toamg within
[mmiyy) {month)
05108  SlowGo 500 0 0 4-5 mos
04/08 Ppl 1,000 0 0 &12mos
Ppt 100 0 0 NEb _G-i2mos
Ppt-Slow 30 100 100 100 imeo
03108 Ppt 250 0 1] 8-1Z mos
Ppt 0 0 0 1mo
Slow 120 50 0 LH] 8-12 mos
Ppt 1.000 1.000 Loase
Agraemnt
Ppt 0 ] 1mo
Ppt-Slow 120 106,000 0 4] 4-8 mos
01/08 Ppt 7.500 ] 0 £-12 mos
Slow 30 2.500 0 @ &-12 mns
10/07 Ppt 250 % 0 1mo
Ppt 100 1 mo
08/07 Ppt 6,000 7 2,500 0 1mo
08/07 Ppt _ _ 250 - N30 ~1mo
O3J07 {017) Batisfaciory . N 5[_)0_ _ o - 6-}2 mos

Payments Datail Key: red -

sult of dispute aver merchandise, skipper invoices ete.

30 or more days beyond terms

Page 9 of 14

Payment experiences reflect how bills are met in relation 1o the terms granted. In some instances payment beyond terms can be the resuit of
disputes over merchandise, skipped invoices atc. Each experience shown is from a saparate supplier. Updated trade experiencas replace those

previously reported,

Public Filings

Summary

The followlng data includes both open and closed fillags found in D&B's database on this company.
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Record Type

Bankruptey Procaedings

Judgments
Liens

Suits
UCCs

Page 100l 14

# of Records Most Recent Filing Date

0 -
0 7 -
1 10118108
0 -
3 11119107

The following Public Fiting data is for information purposes only and Is not the official record, Cerlified copies can only be obiained from the official

SQUrce.

Liens

A tiers holder can file the same ilen in more than one filing location. The appearance of muitiple lens filed by the same lien holder against a debtor
may be indicative of such an ogcurrence,

Amount

Status

FILING NO.

Typa

Filad By

Against

Where Filed

Date Status Attained
Date Filed

Latest Info Recaived

UCC Filings

Collateral
Type

Sec. Party
Debtor
Filing No.
Filed With

Date Filed
Latest Info Received

Collateral

Type

Sec. Party
Debtor
Filing No.
Filgd With

Data Filed
Latest Info Recelved

Collateral

Type
Sec. Party

$11,562

Released

2356663

Local Tax

CITY OF STAMFORD

DIRECT ENERGY SERVICES LLC AND OTHERS

UCC COMMERCIAL RECORDING DIVISION, HARTFORD, CT
12112105

10118105

02114106

Accounts receivable including proceeds and products

Qriginal

NIAGARA MOHAWK POWER CORPORATION, SYRACUSE, NY
DIRECT ENERGY SERVICES, LL.C

8180051 3

SECRETARY OF STATEMICG DIVISION, DOVER, DE

2006-06-05
07105/06

Assels including proceeds and products - Accouni(s) including proceeds and products - Oil, gas and
minerals including proceeds and products - Contract rights including proceads and producis - and
OTHERS

Qriginal

UBS REAL ESTATE INVESTMENTS INC., NEW YORK, NY
LEXHAM OLIVE, LLG C/O LEXHANM PRIVATE INVESTORS, LLC
2007 1174233

SECRETARY OF STATEUCE DIVISION, DOVER, DE

2007-03-29
05/20/07

Account(s) and proceads - Chatlal peper and groceeds - General intangibles{s) and proceeds
Criginal
NATIONAL FUEL GAS DISTRIBUTION CORPORATION, WILLIAMSVILLE, NY
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Debior DIRECT ENERGY SERVICES, LLC, WALLINGFCRD, T
Filing No. 2007 4400312

Filed With SECRETARY OF STATEAICC DIVISION, DOVER, DE
Date Filed 2007-111%

Latest Info Racelved 12/20/07

The public record ltems contained herein may have been pald, terminated, vacated or released prior 1o today's date.

Government Activity

Activity summary

Borrower {Dir/Guar} NO
Administrative Debt NO
Contraclor YES
Grantes NG
Pary excluded from federz| programis) NO

Possible candidate for socio-economic program tonsideration

Labour Surplus Area NI,
Small Business YES (2007)
8(A) firm N/A

The details provided in the Government Activity section are as reported to Dun & Bradstreat by the federal government and other sources,

History and Operations

Company Overview

Company Name: DIRECT ENERGY 3ERVICES, LLC

Doing Business As ; {FOREIGN PARENT IS CENTRICA PLC, WINDSOR, ENGLAND.) ,
+DIRECT ENERGY

Strest Address: 263 Tresser Bivd 3ih Fi
Stamford , 06901

Phong: 203.328-3540

URL: hitprifwww.directenergyservices.com

History {s clear

Present maragement control 4 yoars

History

The following Information was reported: 06/02/2008

. LOIS HEDG-PETH, MEMBER
Officar{s): BILL CRONIN, MEMBER

Incerporated in the state of CT as an LLC.
Ownership information provided verbally by Rob Leller, Fin Dir, on Nov 15 2005.

Business started 2004 by members.
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RECENT EVENTS :

On June 3, 2008, sources stated that Direct Erergy Services, LLC, Stamford, CT, announced the successiul completion of its acquisition of Strategic
Energy, L.L.C., Pittsburgh, PA on June 2, 2008, With this acqulsition, Strategic Energy, L.L.C. will operate as a subsidiary of Direct Engrgy Services,
LLC. Financial terms of the acquisition were not disclosed.

LOIS HEDG-PETH. Antecedents are unknown,

BILL CRONIN, 2004-present active here,

Operations |
06/62/2008
Subsidiary of CENTRICA PLC, Windsor, .
{Foreign parent is CENTRICA PLC, Windsor, ENGLAND.).
Description: Retail Provider of electriclly and nalural gas commodilies and services {100%).
Terms are on conlraciual basis.
Nonseasonal.
Employees: 260 which includes partners. 1 employed here.
Facllitios: Occuples 2,000 sq. ft. in brick building.
Branches: Maintains a branch in Bethesda, MD and Walingford, CT.
This business has mulliple subsidiaries, delailed subsidiary information is available in D & 8% linkage or family tree
Subsidiaries: products.
SIC & NAICS
sic:

Basad on Information In our flle, D&B has assigned this company an extendead 8-digit SIC, DEBs use of 8-digit SICs enables us to be more specificto a
companys operations that if we use the standard 4-digit code,

The 4-digit SIC numbers link to the description on the Qccupational Safety & Health Administration (OSHA) Web site. Links open in a new browser
window.

4924 0000 Natural gas distribution

NAICS:

221210 Natural Gas Distribution

Financial Statements

Company Financial: pap

D&B currently has no financial information on file for this company, :
You can ask DB to make a personalized request to this company on your behaif to obtain its latest financiat information by clicking :
the Request Financial Statements hutton below.

Additionatl Financial Data

On NOV 15 2005 Rob Loller, Fin Dir, deferred all information.

As of November 15 2008 a sgarch of Dun & Bradsireets Public Record database found no open suits, fiens, judgements or UCCs 1o which Direct
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Energy Services, LLC at 283 Tresser Blvd 8th Fi, Stamford CT was named defendant or debtor. Pubiic records received hereafter will be entered
into the databass and will be included in reports which conlain a Public Filings section.

Key Business Ratios

D & B has been unable lo obiain sufficiant financial information from this company to calculate busingss ratios. Our check of additional outside
soutces also found no infermation avaitable on its financial performance,

To heip you in this instance, ratios for other firms in the same industry are provided below to suppert your analysis of this business.
Based on this Number of Establishments 10
Industry Norms Based On 10 Establishments
This Business

Industry Median Industry Quartile

Profitability
Return on Sales UN 5.3 UN
Return on Net Worth UN 12.0 UN

| Short-Term Solvency )
Current Ratio UN - - ‘10 UN i
Quick Ratio UN 2,5 _ UN
Efficiency 7 ' N
Assets | Sales UN 1435 N
Sales / Net Working Capital UN 31.3 UN
Utilization 7
Totat Liabillies / Net Worth UN 2191 N

UN = Unavailable

Audit Trail
Audit Trail
DatelTime of the .
Event Event Name Triggered By Message
(770812008 02,03 Inbox Start Stalus Naz The application status was set to ‘Approved’. Tha applicalion was
PM EST Changed Karimabadi assigned lo Credit Department.
07/08/2008 02:03 Application Naz The credit application was reviewed and resuited in the status of
PM EST . Decisioned 7 Karimabadi ‘Approved'._ o
Q7/08/2008 02:03 Naxz D&B Report was found for DIRECT ENERGY SERVICES, LLC , D-
PM EST D&B ReportFound  yarimabadi  U-N-5 Number 15-235-8441.
07/08/2008 02:03 D&B Report Naz D&B Report was searched for DIRECT ENERGY SERVICES,
PMEST Seaiched Kaﬁmabagji LLC, D-U-N-8 Numiber 15-235-8441,
gﬁoggg 080203 Aopiication Created 2:5 mbagi  The credit application was crealed.
Associations
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Originating Credit File

Busingss Name

Type
Status
Date Created

Page 14 of 14

DIRECT ENERGY SERVICES, LLC

D&E LiveReport
D-U-N-8 Number 15-235-8441

Tracked
03/04/2008 10:39 AM EST

Al Credit Files with same D-U-N-5® Number as this Application

Company Name

DIRECT ENERGY SERVIGES, LLC

DIRECT ENERGY SERVICES, LLC

DIRECT ENERGY SERVICES, LLC

DIRECT ENERGY SERVICES, LLG

Typs Status Date Croated

Application - #FCNAPOKQ4 7 Approved 03/04/2008 10:39 AM EST
D&B LiveRepont !

| D-U-NfS Number 15-235-8441 , , i!‘rac%ked (}3/704!20037 039 AM EST
Application - #FCCXWHPQN — Approved G5/05/2008 03:45 PM £8T
Application - #FCCTEVWHD Approved C7/08/2008 09:05 AM E8T

This information may not be reproduced in whole or in part by any means of reproduction.

© 2005-2008 Dun & Bradstreet, Inc.
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Exhibit C-8
“Bankruptcy Information”

Direct Energy Services, LLC, has not been involved in any bankrupicy proceeding since
the last filing for certification in July 2006,



Exhibit C-9
“Merger Information”

Direct Energy Services, LLC, acquired Sirategic Energy, LLC, in June 2008, Please see
attached copy of notice previously sent by Direct Energy Services, LLC to the Ghio
Public Utilities Commission dated June 30, 2008.



"+ Direct Energy

Via Overnight Mait
June 30, 2008

Ohio Public Utilities Commission
A Mr, Charles Stoekhausen
180 E. Broad St

Columbus, OH 43215-3793
R00-686-7826

RE:  Update wo information for Direct Encrey Servicss, 1LLC ~ License #00-0019(3)

Mr. Stockhausen;

Pursuant to the requircments of Obio Administrative Code 4901:1.24-10, please allow this
corcespondence to serve as notice that Direet Energy Scervices, LLC, (“Direct Energy™) (License
#00-0019(3)} acquired Suaregic Bnergy. LLC, (“Strategic Energy™) (License #00-005(1)).

The former corporate parent of Strategic Energy, as should be reflected in PUC files, was Great
Plains Energy, Inc. of Kansas City. MO. The new sorporate owner of Strategic Energy is
Direct Energy Services, LLC, an indireet wholly owned subsidiary of Centrica ple. Asa
result of this change in ownership, Direet Enerey Services, LILC, is now affiliated with Strategic
Energy, LLC, a CRES provider corrently licensed to operate within the State of Ohio, At this
time, Strategic Bucrgy is not changing its neme or 115 services.

Regulatory approvals from TTC and FERC for this transaction were issued on May 2, 2008, and
May 13. 2008. respectively. Approval from CFIUS was issued on May 28, 2008, and the
transaction closed on June 2, 2008,

Additionally, Direct Fnergy has made changes to its officers. Please find attached Direct
Enerpy's updated 1ist of officers. Attachment A,

If yvou have any questions regarding this notice, pletse contact me.,

Sincerely,
incerely p

Steven . Williams
Compliance Analyst

12 Gréenway Plaza
Suite 600

Houston, 12X 77046
Tl 713-877-3503




ATTACHMENT A



ATTACHMENT A

The Tollowing is a current list of the Officers and Directors of Direct Energy Sarvices, LLC:

Officers: Directors:
Deryk 1. King giil Cronin
Chief Executive Officer {203} 328-3566
(418) 590-3504

Phillip W, Tonge
President
(713) 877-3501

Jay Hellums
Sentor Vice President, Energy Procurement
(713) 877-3842

Bifl Cronin
Chief Operations QOfficer
(203) 328-3566

David Clarke
Chief Financlal Officer and Senior Vice President, Finance
(416) 560-3348

Jamey Seely
Secretary
(713) 877-3507

Brandon Parent
Assistant Secratary
(418) 5¢0-3636

Lisa Delsante
Assistant Secratary
(203) 328-3572

James Stefles
Vice President
(713) 877-3818

MNathan Kroeker
Vice President, Finance
(713) 877-3744

Maura (lark
President, C&l Energy
{203) 328-2543



Exhibit D-}
“Operations”

Direct Energy Services, LLC, has the rescurces and expertise to successfully procure and
deliver natural gas, interface with distribution companies, and provide excellent customer
service. Extensive experience in both the gas and electric industry in other states
provides the institutional knowledge for Direct Energy Services, LLC, to successiully
serve the retail natural gas market in Ohio.

In providing service to its Ohio customers, Direct Energy Services, LLC, will draw on
the technical capability of its own personnel, who have industry-leading experience in
providing energy services in retail markets, and the technical ability of its parent
company, Centrica ple. Centrica ple is a diversified energy company with substantial
operations in Western Burope and North America. In North Ameriea, Centrica’s
affiliates supply energy and essential home services to residential customers and provide
electricity and a multitude of products and services that support wise energy use and
conservation.

As part of Centrica, Direct Energy Services, L1.C, has over five million commercial and
residential customer relationships for pas, electric, and related services across North
America.

Overall, Direct Energy Services, LLC, has over 500 employees across the United States.

Dircet Energy Services, L1LC, has familiarity with Electronic Data Interchange (“EDI”).
Direct Energy Services, LLC, will continue to use its current EDI vendor, Energy
Services Group (“ESG™), Over 100 energy comipanics have utilized ESG for compliant
systems and ongoing management of billing and transactions for natural gas and electric
utility service territories. ESG has worked with commercial and industrial energy
supplicrs, residential energy suppliers, metering companies, financial organizations,
[SOs, natural gas and clectricity distribution companies, and other energy market
parlicipants. Moreover, ESG has been a pioneer in the development and utilization of
competitive enerpy data exchange protocols. Working hand in hand with their clients’
operations, ESG was the first company to be certified by an energy company trading
partner for EDI protocols in Connecticut, Rhode Island, Virginia, Maryland, New Jersey,
New York and Pennsylvania.



Exhibit D-2
“Operations Expertise”

The principals and management of Dircct Energy Services, LLC, have extensive
cxperience in the energy industry, including particular experience in the arcas of natural
gas, power supply, energy marketing, deregulation, economic and financial planning,
strategic planning and acquisitions in the energy industry, customer contracting and
customer relations, utility system planning and project development, scheduling,
balancing, risk management, billing and accounting,

Direct Energy Services, LLC, already has experience as a competitive supplier in the
Midwest region and familiarity with operations in the region. Moreover, through its
experience as a competifive gas supplier in Ohio, Direct Energy Services is familiar with
the issues and intercsts of Ohio customers.



Exhibit D-3
“ICey Technical Personnel”

Jay Hellums

Senior Vice President, Energy Management
jay.hellums@ldircctenergy.com
713-877-3642

As Scnior Vice President, Energy Management, Jay is responsible for the gas and power
procurement and trading activities supporting the company’s U.8. and Canadian markets.

Before joining Dircet Lnergy, Jay was Managing Director and Head of European
Operations at £l Paso Merchant Energy Europe Limited in the United Kingdom, where
he was in charge of the formation and management of gas and power trading and
marketing operations,

Prior to joining El Paso, Jay held senior management positions with the Enron
Corporation and Bankers Trust. He has 20 years of experience in the energy industry.

He received a BBA in Finance from the University of Houston and an MBA from Rice
University in Houston, Texas.

Tim Ray

Vice President, Gas Southern Region
tim.ray@directenerpgy.com
713-877-3644

Tim joined the company in August 2002. Prior to this he was the Vice President of the
Encrgy Management Group for New Power overseeing both national power and natural
gas operations.

e has spent his entire 22-year career in the natural gas industry. His career began in
1985 where he was employed as an accountant by Columbia Gas Transmission Corp., a
U.S. interstate pipeline company. He was employed with Columbia through 1990 where
he left as the Supervisor of Natural Gas Accounting. Tim subsequently joinad Access
Energy, the largest independent U.S. marketer of natural gas at the titne, as Manager of
Natural Gas Analysis in 1990 and also served as Manager of Financial Accounting, After
acquisition of Access by Enron Corp., he moved into the energy supply management area
as Manager of Gas Supply for the Western tertitory of the United States. Upon relocation
in 1998 to Houston, Texas, he was promoted to Director of Gas Supply Management for
Enron Energy Services, the retail-marketing subsidiary of Enron Corp. where he
managed the U.S, retail supply operations to its customers behind 100 local distribution
companies.



Tim is a graduate of West Virginia University with a B.Sc¢. in Business Administration
majoring in Accounting and passed the Certified Public Accountancy examination in
1989,



9007 SWINOOY Puz Loday [enuly oid BoMBs

Securing our
energy needs

Annual Report and Accounts 2006




in order to maximise value to sharehoiders
to meet our customers’ future: needs o

Our strategy

Qur strategy is to create a distinctive business model that delivers sustained profitability through
- the commaodity cycle. We will achieve this by focusing on the following clear priorities:

> Transform Br|t|sh Gas

y Sharpen up the orgamsation and reduce costs

» Reduce nsk by addlng new sources of gas and power

» Build on our multlple growth platforms

Our main activities

Our upstream business

' @ We source energy internationally ; We supply energy to homas

We find and produce gas predaminantly in the UK We are Britain's l[argest gas and eleclricity retailer,
and have acquired licence hlocks in Norway and supplying 48% of the residential gas matket and 22%
north and wast Africa. We trade energy in the UK, o of residential electricity. We are a growing

North America and Euwrope and secure condracts . force in Morth America, serving customers in five

to biing gas to the UK, .o Canadian provinces and 15 US siates.

"% We supply energy to businesses

We generate efectricity through our gas-fired powar In Britain, we are a major supplier of gas and
stations in the UK and U5 and through a growing electricity to the commercial sector. We also have
portfolio of wind assets and purchasing agreements.  ~ customers in Belgium, the Netheriands and Spain.

; in North America, we offer energy solutions to
businesses in Canada and the US.

@ We generate energy

QD We store and distribute energy We provide home and energy services

Our Rough storage facility is the UK's largest gas d We are Britalr’s higgest provider of central heating,
store, providing more than 70% of the couniry’s gas appliance installation and maintenance. In North
storage capacity. The Rough facility stores gas undar : America, we deliver a range of heating, ventllatlon
the North Sea for British Gas and for other cusiomars. and air-conditioning services.
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Financial Highlights

12 months ended 31 December 2006 2005

Financial highlights
Group turnover”

Operating profit**
Adjusted basic earnings™ per share
Ordinary dividend per share

£13.4bn
£1,513m
18.2p
10.50p

Statutory results
Group turnover”

Operating proﬂt"

Basic (Ioss)/eammgs per share

£13.4bn
80m: £1,957m
27.4p

stated ret of inborost ard Lseabion, ang

Ordinary dividend Group turaover® Earnings per share
(pence} (& billicn) {pence)

02 Aol
* excludas special dividend of 25p A fram continuing operaticng

N Basic sarnings per chare

1 Adiusted hasic earnings per share
{2004-08: before excepiional items
and cerlain re-measuremants,
2002-03; belore goodwil amorlisation
and excepiionat items)

Carnings and operating profit numbars are stalod, throughout the commentary, befare exceptional items and cerfain re-measutements where apphicable -

sea noto 2 for dofinilions, The Hirectors believe this measure assists with a better understanding of the underlying perfonmance of the Groun. The eguivaient
amounts atler exceplional dems and certain re-measurements are reflected i nofe 4 and are recanciled at Group level in the Group Income Stateraent. Certain
ra-moasurements and exceplional ilems are destiibed in note 6. Adjusted earnings and adiusted basic samings per share are reconciled to their statutory
muEvalonle, tnnote 11, All wnouk l|rmnr|al msuha listed are for 1he‘|2mcn¥hs ended 31 Dacamhcr 2006

T!lmugnmﬁ this Repan references to British Gas include Scotlish Gas.,
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Chairman's Siatement

It is our intention to strike a fair balance between lower prices and sustainable
profits* in order to reward both our customers and shareholders.

Securing shareholder value

Roger Carr
Chairman

| look forward to 2007
with confidence in both
our business modesl and
the management team.

1 venturns sl assiaiates stated ned of
and befrs exespions doms
BELICMENES

Parformance review

We achieved good underlying financial
performance despite the particularly
challenging circumstances which prevailed
throughout the vear.

In the winter of 2005/08 gas shortages
in the UK and increasing worldwide
demand for energy drove wholesale
prices to recard levels necessitating
price increases to many of our customers.
The management team worked hard to
minimise the effact of these increases by
containing operating costs and developing
innovative products designaed to protect
custormers and preserve loyalty in
ingreasingly competitive markets.

Regrettably, despite these actions, we
lcst one milllon residential energy accounts
during the year. British Gas Residential
returned to profit* by the end of the year
which, together with continued good
delivery in gas production, strong growth
in North America and the Jower tax
charge, enabled the Group overall to
deliver sound eamings” growth.

The high commodity prices in the first
half of the year held up the price of assets
and the Beard continued to exercise
financlat discipline and invest only in
additional sources of supply where
returns met our rigorous financial hurdlies.

In the latter part of the year, there was
a fundamental change in the UK energy
market. New gas supply pipelines from
Norway and Holland, whose censtruction
was made possible by long-term
contracts entered into by British Gas, came
on-gtream at a time when the country was
expetiencing the warmest autumn since
records began. This change in the balance
of supply and demand, combined with a
fall in global oil prices, reversed previous
wholesale gas price trends. This enabled
British Gas to announce price reductions
from March 2007 when a portion of the
more expensive gas supplies to which we
are already committed will be exhausted.

Cenlrica ple Annuad Rapart and Accounts 2008

Locking forward, it is our intention to strike
a fair balance hetwsen lower prices and
sustainable profits* In order to reward both
aur customers and shareholders.

Returns to sharsholders

The Board is proposing a final dividend of
8.0 pence {2005: 7.4 pence) for payment
in June 2007 bringing our fuli-ysar dividend
to 11.15 pence (2005: 10.5 pence). This
represents a 8% ysar-on-year increase,

In ling with our policy and commitment to
real growth in the ordinary dividend. As we
become more canfident in the sustainability
of more benign market conditions, we will
be able to consider the reinstatement of
our share buyback programme should
surplus funds permit.

Gorporate governance

Cur reporting has always been open
and transparent, and this year we have
refined our approach to include the
latest EU legislative requirements. We
have integrated the key aspects of our
carporate responsibility performance
within our Business Review (formerly the
Operating and Financial Review). Also in
the Business Reviaw i3 a section on the
KPIls that the Board uses to measure
progress against strategy, as well as a
saction an the main risks facing the Groun.

Board changes

Sir Boy Gardner retired at the end of
June., We are grateful to him for his
material contribution and commitment,
having led Centrica through a decade
of considerable change.

In duly, Sar Laidlaw was appointed Chisf
Executive of the Comjpany bringing with
him considerable experience in managing
and developing large scale international
energy businesses, Since taking up the
appointment he has made real progress
in developing the long-term vision for the
Group and in sharpening the immediate
focus on Improving the current performance
and efficiency of the organisation.
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Chairman’s Statement continued

Mark Clare left the Company in the
summer to take up an appointment
outside the industry, having made an
important contribution to the Group both
as Finance Directar and, more recently,
Managing Director of British Gas
Residential. Patricia Mann OBE retired
from the Group after nine yvears valuable
service an the Board and her role of
Senior Non-Exscutive Director was
assumed by Mary Francis CBE. Sadly
Patricia died later in the year having
bravely fought a long-term illness.

Phil Bentley who has ably served as
Finance Dirsctor and Managing Dirsctor,
Europe will mave to the role of Managing
Director, British Gas following the
appointment of Nick Luff as Group
Finance Director, Nick brings with him
significant commercial experience.
Jake Ulrich has taken on responsibility
far the continental European operations.

At the beginning of the year we
established a main board committes to
lead our corporate responsibilty strategy.
This is chalred by Mary Francis CBE and
includes the managing directors of each
business unit.

| am confident that this new team will
bring renewed vigour and commitrent
to the successful development of Centrica
in the years ahead.

Qur employees
Cur employess worked particularly hard
throughout 2008 as they responded to
the unusually demanding environment.
External pressures arising from turbulerice
in the ensrgy market wers magnified by
the degree of change in systems, working
practices, organisation and management
within the Gompany and 1 thank them all
Tor their loyalty, hard work and dedication.
The upstream team once again made
a material contribution to our financial
performance and demonstrated their
absclute professionalism in both the
aperation of gur offshore {agilities and
the rapid recovery of our Rough storage
platform following a fire earlier in the year.
Tragically the risks of working offshore
ware again made evident when six psopls,
four of them Centrica employees, were
killed in a helicopter accident in Morecambe
Bay at Christmas with a seventh person
still missing, presumed dead. Our thoughts
and deepest sympathies are with their
families and our thanks go to all the
employeas who continue to help fulfil
the UK's energy needs uUnder arducus
and challenging conditions.

Centiica ple Annual Report and Accounts 2008

The future
We ara entering 2007 under new
leadership but with continued commitment
to the twin goals of customer senvice
and shareholder value creation. Lower
wholesale energy prices have provided
us with the opportunity to reduce retail
prices and we expect the complstion of
new systems to help address the service
levels. We will also continue our search for
cost-effective supply sources ta rebalance
our market exposure and sharpen our
compstitive edge.

Our investment programime will be
driven by value and our cost structure
will be the focus of continued stringent
appraisal. Innovation will be key to our
marketing effort and the application of
our skills and service network to meet
the growing consumer demand for
energy efficiency will be at the heart of
our endeavours, [ look forward to 2007
with confidence in hoth our business
model and the managerment team.

Roger Carr
Chairman
22 February 2007
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Chief Executive's Beview

Financially, the business performed well in a difficult year. While good progress
is being made there is further work to be done to improve the British Gas service

levels, reduce our cost base and develop our services, energy efficiency and
international businesses.

Delivering our strategy

Sam Laldlaw
Chiel Exgoutive

We are focusing firmly on
the priority of reducing
exposure to short-term
movements in the
wholesale gas price.

06

Qvarview of 2065

Against a backdrop of unprecedented
volatflity Centrica produced a solid set of
financial results, During the year the UK
experienced targe fluctuatlons In wholesale
gas costs, particularly in the first quarter
when cold weather and fear of shortages
pushed the whalesale gas price to 250
pence per therm (p/tharmy). Tha six main
energy suppliers struggled to keep up with
this rate of rise in commadity costs and
implemented 13 separate tariff increases
during the first 10 months of the year.
Supply fears subsided in the second haff
of the year as good progress was made
with the construction of the Langeled

and BBL pipslines, both of which were
underpinned by British Gas contracts,

and wholesale gas prices started to fall.

The high wholesale prices in the first half
of the year materially impacied the supply
businesses. British Gas Resldential made
a significant loss* in the first six months
of the year and stubbornly high forward
wholesale prices forced us to follow other
suppliers in increasing retall prices for a
second tima in September. The guantity
and magnitude of tariff increases across
all suppliers hit consumer sentiment
and resulted in high levels of customer
switching. Despite ¢ontinuing to launch
innovative products, including the very
successful Fix and Fall offering, British Gas
lost 1,029,000 energy accounts during
the year. The tariff increase in September
returned the business to profit” in the
second hali of the year. Once the outlook
for wholesale prices became clearer
British Gas took the lead in announcing

a price reduction to restdential customers
of 179% in gas and 11% in electricity,
effective from 12 March 2007.

British Gas Businass delivered further
custormer growth and record profits” despite
the extremely challenging commodity
environment in the first half of the year,

British Gas Services suffered a difficult
start to the year due to the exceptionally
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cold weather driving higher call outs.
However the business finished the
year strongly as the changes we
made o systems, management and
processes improved both operational
and service measures.

Operationally the gas production
husiness performed well but production
volumes were restricted by maintenance
work during an extended surmmer outage
at the South Morecambe fisld and
managemeant’s decision nat to produce
from the field for a farge portion of the
second haif as a result of falling wholesale
prices and weak demand due to the
unusually warm weather. This fall in prices
at the end of tha year greatly improved
the ongoing position of the industrial and
commercial legacy cantracts which wera
significantly loss-making* overall during
the year.

Centrica Storage had a challenging year.
in February 2006 a catastrophic failure
and fire al the Rough storage field halted
operaticns. However an exceptional efiort
by the team delivered reliable injection
in time to refill the field before the start
of the winter production season, enabling
the asset to deliver another strong
financial result.

ln North America, Direct Energy
had another year of record figures with
turmover up 15% primarily dus to strong
growth in business markels and Texas.
The Texas operation performed particularly
well, providing a large portion of the 21%
overall increase in North American profit®,
This was dus particularly to improvad
results in both the organic business,
as it gained scale, and the incurnbent
business, as the competitive market ;
structure, comiined with our effective !
procurement, enabled us to implement
proactive discounted price offerings to
customers. Despite this strong overall
growth, as part of a continual review of the
efficiency of the business, decisive action i
was taken to reduce costs. This resulted



in 450 job losses during the year, 9% of
tha total, primarily in Ganada and in US
home servicas,

The European business made
considerable progress as, overall, it moved
firmly inta profit*. However the ongoing
negotiations between major companies
in France, Spain and Holland provided
evidence of continued suppart within
European Union member states for
consolidation and the formation of national
champions ahead of the existence of
full competition.

The year ended on a tragic note with a
heficopter accident in the Morecambe Bay
area which claimed the lives of six people,
four of them long-standing and highly
committed Centrica employees with a
seventh person still missing, présumed
dead. Our thoughts are with all of their
families and friends. Centrica regards
safety as a top priotity, and Is committed
to providing a haalthy and safe environment
for employess and the communities which
it touches. We have a range of appropriate
contrals In place and these are subject 1o
regular review by the Board.

Business ottlook

Since taking over from Sir Roy Gardner

as the Chief Executive of Centiica in July
of 2008, | have spent a large part of my
first six months assessing the strengths
and weaknesses of the business and

the priorities going forward, My initial
observations are that the core businesses
remain streng and we are in an envigble
position in most of our chasen markets,
with gaod growth being achieved
internationally, particularly in North America.
In addttion, after a difficult fow years, the
wholesale pricing environment is starting to
improve. Howaver it is clear thal the returns
in our residential business in the UK have
been low and that wa have proven 1o

be overly exposed to the rapidly rising
wholesale cost of the commodities which
we sUpply 1o our customers. We have also
suffered dual running costs and defivered
less than satisfactory customer setvice as
we have moved to a new hilling platform

in British Gas, the efficacy and rabustness
of which is slill in the proving stage.

We will now seek to build on our
strengths, remove the weaknesses and
overcoms the challenges. To do this
| have set out some Glear priorities far
the Company:

¥ Transform British Gas

» Sharpen up the organisation and
reduce costs

¥ Reduce risk by adding new sources of
gas and power

» Bulld on our multiple growth platforms

We made some progress on this agenda
during the second half of the year. The
price increase in British Gas Residential
announced in July was followed later in
the year by a softening in wholesale gas
and power prices; this has returned this
business to profit* and allowed us to be
the first company to affer customers a
price reduction, anncunced in February.
Ws also launched our Essentials Tariff to
provide pratection to our most vulnsrabls
customers. The senvice levels in our British
Gas Services business have shown a
signfiicant improvement and our attention
is now firmly focused on service levels in
the residential business.

We carried out an initial review of the
costs and processes in our business. As
a result we took an exceptional non-cash
charge of £196 million which reflects the
write-down of our IT systems. We also took
an gxceptional cash charge of £87 million
for the Initial restructure of parts of the
corporate centre, British Gas Residential
and British Gas Services rasulting in around
1,550 job losses. Together these charges
reduce ongoing costs with around
£60 milion saved in 2007.

Our progress to date lsaves me
optimistic for 2007, We will continue to
review the structure of our business and
put in place internal operational metrics
which will identify and drive further
afficioncies, Brilish Gas Residential is
on track to return to a more sustainable
operating margin® and to arrest the decline
in customer numbers assisted by the price
reduction, improving custamer service and
ohgoing innovation in our product offerings.

We are also focusing firmly on the
priority of reducing the exposure to short-
term movements in the wholesale gas
price. We cantinue to expect this to be
achleved through a mixture of upstream
asset acquisitions and contractual
arrangemeants, We will leverage Centrica’s
unigue market position an both sides
of the Allantic to sectire ligusfied natural
gas for our custormers and offer security
of demand for producers.

In Centrica Energy we expect gas
production levels to be broadly flat on
2008. We renegotiated the terms of the
inter-company gsales contracts an the
South and Morth Merecamise gas fields,
with the agreement of HM Revenue and
Custorns, to establish a direct link to
month-ahead gas prices. We will also
commission the Maria, Thurne and
Davy East fields. The industrial and
commercial contracts are forecast {o
becoma profitakie* as a result of lower
wholesale prices.
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We expect to see further growth in British
Gas Business which is also bensfiting from
the fall in wholesale prices and is retaining
strong customer renewal and loyalty
levels. In British Gas Services we expect
the investment we have made in new
systems, management and processes
to deliver significantly improved financial
performance in 2607, in North America we
expect to continue to grow both revenue
and profit*, with further load growth in
business markets focused primarily
in the northeastern United States and
increased profit* contribution from our
energy whotesale and trading activities.

Further expansion in continental Europe
remains an impaortant element of owr
growth plans. However while welcoming
the conclusions of the European
Commission's Energy Review, that market
mechanisms need to be put in place to
encourage greater cormpetition, we remain
cautious about the potential for making
jurther material inroads in the short term.

The recent publication of the Siern
report was significant in the development
of climate change policy in the UK.
Climate change is probably the most
significant anvironmental issue facing
current and future generations, Accordingly,
there is clear evidencs that slowing or
stabillsing global warming is taking on
greater impartance for governments,
companies and cohsumers alike. While
Centrica already has the lowest carbon
intensity profile of the majer UK power
suppliers we will continue to expand
our investments in the area of renewable
energy and promote the use of energy-
efficlent technclogy by consumers. We
will also capitalise on our unique expertise
and capability to deliver energy efficiency
advica, sarvices and products to both
our business and residential customers.

| expact 2007 to be an important year in
Centrica’s development. Although some of
our priorities will take longer to deliver fully,
| anticipate making real progress during
this year and delivering a step up in the
performance of the business.

b Ll

Sam Laidlaw
Chisf Executive
22 February 2007
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Group Overview

Customers are central to all our operations. Our activities are focused on securing
and delivering energy and offering a distinctive range of home and business

energy solutions.

Our businesses at a glance

Buginess description

Market

Opportunities

Brands

Web address

08
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British Gas
Residential

We are the biggest energy
supplier in Britain’s domestic
market. Operating under our
British Gag brand (Scotiish Gas
in Scotland and My Prydain in
Wales), we had 16 million gas
and slectricity accounts at the
end of 2006.

Retail energy margins have
been put under internse pressurs
in 2008, with enargy suppliers
finding 1t difficult 10 keep pace
with raplaly rsthg commodity
cosis. These are now falling

and we anticipate thaf inclustry
profit margins downstream

will recover.

¥ 95% of cuslomers are on
our new biling system.

¥ Qur innovative energy
progducts wilk win and
Tetain customers.

¥ Reducing our cost base wil
help us find additional value
and improve our marketplace
competitiveness.

BriishGes ﬁ

> www.house.co.uk

 British Gas:
- Business

We market gas and electricity
to & full range of bgsin_assa_s :
under the Brilish Gas Business

‘banner. Wa dffer a range of
" propositions from open tarifs

to fixed price contracts to suit -
aur customers® needs.

The business matket is highly . -

sophisticated with mary ferger .
companies opefating through
professional energy-buyers.
Brokers and conatitants are
increasingly a feature as the
narket hecomnes more -
competitive. .

¥ A 95% SME renewal rate in
2006 indicates the strength
of our praspects for 2007, .
» Smart metering and new,
named account managers

will improve customer service.

>Waare dovaloping  ~
proposttions for customers
who see energy efficiency s

a kéy way of culting costs. -

British Gaﬁﬁdsmaasrg y

> www.bﬁtisﬁgasbusiﬁess;ca,uk :
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British Gas
-Services -

- We are Britain's largest
 operalor in the instaliation and

. mainenance of domeslic central
" heating and gas appliances;

: ermplaying more than 8,500

enginaers. \We offer services

" through our HomisGare praduct
- and Dyno-Rod. ’

Compstition has hecome maore

intense in the contract cover

* matket, with industry players
offering lower priced propositions.

that provide less cover. Climate
changa andt hich enargy prices

- have led to Increased interest
in‘energy-sfficiency.

: J{Qﬁr Gn-demand offerings
- are helping.us aceess-
.. naw markets.”

¥ Wa are developing olr
onlina sales Dresence.
¥ The demand for energy
sfficiency technologies
. is-opening new sales

e opyjortunrtms‘

- DYNG

- s Rolifahtms

> www.house.co.uk
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;E’-n'lish Gas Business I
; Briish Gas Sonvices.

& Certrica Ener(;jy
1 Cenlrica Storage

GomeaNohAmeros

N Suropy
B Other

Turinover® by business

Operating profit* by bus'ness
(L)

g

~ from cordinuing operations
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Centrica Energy

We source gas and electricity
from our own production and
from third parties, principally to
supply British Gas Residential.
Investments include venewable
generation and we are currently
seeking secure supplies of gas
from overseas sources as UK
production gradually declines.

Gas prices ara faling now
morg gas is arking in the
UK. Lower gas prices, reliring
coal and nuclear plants and
an increasingly stringent
emigsions trading scheme
have improved the outlock
for gas-fired power stations.

¥ Our construction of an 885MW
combined cycle gas tubine
power station at Langage in
Davon began.

¥ Wa are developing an additional
262MW of wind generation
and have securaed a G00MW
elactricity supply contract linked
to international coal prices.

» We acquiced gas acreage in the
UK, Norway, Nigeria and Egypt.

cerikrien
ehergy

> Www.centrca.com

O

Centrica Storage

Qur Rough storage facllity is the
UK's largest. It is supported by
a gas processing tarminal at
Easington, also managed by
Centrica Starage. From October
2006, Centrica Storage became
respansible for operating the
adjacent terminal receiving gas
from the Langsled pipeline,

With the decline of supplles
from the UK's Morth Sea gas
fields, the need for farge volume
storage has grown. Moving
forward, the UK will require
additional storage as traditional
seasonal swing progucing

fislds deplete.

¥ Wa are progressing a numbar
of projects to increase the
capacity of Rough 1o take
advantage of the increased
dermand for gas storage.

cenlvio
sTorag

> www.oentrca-sl.oo.uy
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* including Joint veniures and assodiales, siated net of
interest and taxalion, and before exceptional items
and certeln re-ineasurements

Centrida North
America .

Under our Direct F;_r;erg_y ijréﬁd.

- we are North Amerlea’s largest

competitive anergy sohitions
provides, serving residerdiat and
business customers in Ganada

~and the US.

. The regulatorylan'dfsc:épa '

is fragmented, with tobust -

. competition in business mhrket;e

across many states and
provinces, and residential .

- competition chiefly In Ontaria,

Alberta, Texas and the
noriheastern United States,

b We are growing our retall

enerdy and servicss businesses

in the dereguisted markels.

¥ As a source of value creation
wa are developing ourensigy
management capabiiities.

¥ Wharo we see valug, our
interdion is to acquire more -
assats to support the supply
of energy toour custormiers.

%@Dimﬁf Eﬁ&rgg};:

> www.d{ractenargy.gcm .
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oxxio - Lusesd:

O

‘Europe

-Wesate involved in power-
generation, energy management
and retail energy supply in
Europs:. We have operations

- in Bafgium, Germany, the

" Netherlands and Spain.

Some EU states have been
slow to ke the legisiative

- changes-for the full opening

~ of the markst due in July 2007

_ Bt there are strang signs that

" the'EL Is keen to apply more

. pregsure. North-west Elropean
ehergy markets are Increasingly
intercennected and with
mare DRen access grealar
compstition wil be possinle.

¥ There are major opportunities
i the Benslux-ant German
" markets; which are undergoing
shuctiral change.
¥ We'intend to develop our
generation assels, our mid-
stesaim actvities and our
- engrdy management solutions
as the market dynamics in
- furope change.

A -
L

lurminus
B -

» M,iumiﬁus.be
> www useognergia.com
U wwiolxiahl - -

- » www.centrica-shergle.de
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Group Key Performance indicators

In this section, as part of our commitment to enhanced narrative reporting, the
Board and the Executive Committee have set out the key performance indicators
{KPls) that we use to monitor progress against our strategy.

Measuring our performance

Financial

Description

Target

Analysis/comment

SBource/verification

10

Adjusted basic
earnings per share
(EPS)

Adjusted basic
earnings per share pence

Adjusted £PS is disclosed and reconcited

innate §1 an page 64.

This maasure of performance
is calculated as profit before
estceptional items and certain
re-measurements for the

year, attributable to aguity
sharsholders of the parent
company, divided by the
welghted averege number of
shares in issue during the year.

To daliver growth in adjusted
EPS. This measure is used

as one of the performance
conditions in the Cumpany's
Executive Share Option Schems
and Long Term incentive
Schame, details of which

ara on page 35.

We have seen a 7% growth
in adjusted EFS during a
challenging vear.

The measure of adjusted EPS is
raported on the Group Incomes
Statement, part of the audied
Financial Statements.

Total shareholder

_return (TSR)

Totaf sharehoider refurn indicas

of 02 03 6. 05 08

) Ymrss;ndadal Decambor

8 Cortica -MEFTSE 100 -

Total shareholdier ratum

. maasures the relurn to-
sharehotdersin terms of the . .

growth of an investment in the-
Company's shaies, assuming
that dividends and returns

. of capital ﬂm_réinv_asted. We
. compare the Gompany’s TSR |

with those of the other 99
members of the FTSE 100.

TSR is used as ane of l:he'.

performance conditions in the -
Company’s Long Tenm incentivs -

Schems, detalls of which ai
on paga 35,

We have outperformed the
FTSE 100 index by 31% over
a five year periad.

~ Alithos Lid.
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: : é)rcﬁnary—dividend pence

Dividends per share

*gigiudss spacial dvidend of 25p

* This ig the total cividend

per shang fexcluding special

- dividends) paid In respect

‘of each friancial year, -

-To déliver real growth

piy arindim.

“Th 2006 dividend shows an
Ingrease of 6% on the 2005.
dividend which is In.excess of

the rise in the Retall Price Index.

The d_i.vid_and—-is reportad

as part-of the dudlied
Financial Statements.



Non-financial

Lost-time injuries
{LTH)

Lost-time injuries
par 100,000 hours warked

! this measure inclides the LTI
consexquencas ol 1he inckdent at Rough,
Sce page 25 for commentary,

Wa measure lost time injuries
per 100,006 hours worked.
The majority of these are
incurred thraugh slips, thps,
falis and manual handling. We
use both incidence rates and
activa indicators to manitor
the effectiveness of the health
and salely (H&S) preventative
programmes that wa run
thraughout the Group.

Gonlinue to target the reductlon
and elimination of lost time
injuries across our business
and have increasingly sought
to adopt a 'zero tolsrance'
approach on prevention,

We have established a soiid
track record of continual
improvement and our underlying
performance in 2008 continues
to indicate the baneficial irnpact
of our H&S strategy.

Measured internally.

Employee
engagement

Engagement score

The Centrica annual employes
survey mMeasures sngagement
and commitment leveis for every
team at all levels across hs
Groug. The averall engagement
score reflects the attitudes and
opinions of our employees and
measures, on a scale of one to
five, their teelings about working
for Centrica.

To improve emploves
engagement as part of
improving businass
performance.

Cur score shows a
year-on-year incroase and
several businesses have
seen significant improvement.

The survey is managed by an
external supplier,

* intend fo further impfove

" Emlssions dala is céa!lecfed

_ figures are calcuiated by

Group carbon
footprint

8.6m

tonnes of COy/
CO, equivalent™

“data Ycierance fovel of 10%
A furlher 8.3 milion tennes of
CO: amissions comes from UK
pluchased powes,

- We measure the caibon dickide

and other greenfiouse gases

. emittad frory our activities. This
- comprises emissions fron power

generation, gas producticn and |
storage, energy usage, fieat
operations and business travel,

Continue fo provide a range

of energy effisiency services

1o help our customeis reduce’
thair carbon footprint. We will -
aleo lonk to deliver new energy
saving programmes ecross ’
the Group, .~ © 0 ’

2006 was the first year that |

" we have fully coliated data to”

caloulate our Group carban Customer satisfaction
footprint. Wa bave the lowest - In 2008, we used a variety of
carhon intensity profile of dny measures across our business
targe UK power supplier and- urlts fo measurs levels of customer

satisfaction. During 2007, a Group
customer KPI wil be developed
that recognises aur position as

a provider of energy and refated
services to both domestic and
cormercial markets. This
infarmation wilt be included

in our 2007 Annuat Report.

sfficiency-at allevels.

internally, UK carbon infensity

. electriciyinfo.org,
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Operating Review

@ British Gas Residential

» BOO more customer service staff -

» 95% of customers now on new bllhng system

» Lost 1 million cusiomer accounts

British Gas Residential performance indicators

For the period ended 31 December 2006 2005 A%
Customer numbers (period end) SR

Residential gas (' OOO) ‘ 10,263 11,131 ()
Residential electricity ( DOO) ~6,759° 5,820 2.7)
Total 18,022% 17,051 (6)
Estlmated market share (%) ol

Residential gas 54 (4.5)ppis
Residential electricity 23 [0.8)ppls
ﬂ.‘ge_ragg consumption

Residential gas (therms) 597 4.7
Resujen ial elzclricity {kWh] 4,146 (1.9
Wefghted average sales prlce

Residential gas (o/therm) 61.16 29
Residential elactricity (&/MWh) 75.36 27
Tra buticn q_osts (£my)

Residential gas e 1,146 (3.1}
ﬁé&ﬁentxai ele ecl r|C|ty 493 3.7
Total ) 1,639 {1.1)
Op rgimg costs £m

British Gas Residential gr4 5]
Turnover (Em) o .

Residential gas N 4,198 i5
Residentafelecticty 1,83 24
Total 6,032 18
Opera1|ng proilt!(loss) (Em)*

British Gas Residential 90 B
O—p_e}'_zﬁﬁ{d margin (%]

British Gas Residential 1.5 0.2)ppts

A20a8 DooN ustd 10 CAnress "percentage changs

o ncluding joint ventures and associates, el
TOIEA 1e-MPasuEmenis.

P This year saw commodily prices again
reach record highs with demand weighted
wholesale market gas and electricity up
by 42% and 32% respectively on the
previous year 1o §7.10p/tharm and
£47.13/MWh. This not only meant that
the business made a loss* in the first
half of the year but forced tariff increases
across he industry.

These price increases resulted in an
averall rise in customer churn. At the
end of December we had 16.0 million
energy accounts, a nel loss of 1,029,000
accounts year-on-year, The effect of churn
an our business was reduced by 1he
launch of innovative product offerings,
such as the 2008 fixed price preduct and
Fix and Fall, which helped to maintain
sales at around 60,000 per wesk.

Turnover increased by 18% to £7.1 bilion
(2005: £6.0 billion) due to price increases

12

of intonaed ang taxation,

srd Before exseptonal tems and

in March and September of 2006 and the
1ull-year effect of the September 2005
price rige, partially offsot by lower customer
numbers and reduced consumption due
mainly to an unssasonably warm autumn.

In the year we incurred a charge of
£175 million (20056: £85 million) for our
ghare of the imbalance costs of the
national netwarle. We balleve that certain
industry processes systematically
disadvantage British Gas and we ara
working with the regulator to make sure
that gas costs are more fairly allocated
across the entirg industry. Overall gross
margin®* increasad by £69 million as the
increase in turnover more than offset the
higher commodity costs and the increase
in transportation and distribution charges
per custcmer.

Operating costs increased to £1,029
million (2008: £574 million) as underlying
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cost reductions were mere than offset by
training and backfiling costs associated
with the migration of cusiomers tc the
new Biling systern, increased bad debt
costs and the cost of implementing two
price tises during the year.

Operating profit* for the year increased
by 6% to £85 million (2005: £90 milion)
as operating margins* recovered strongly
in the second half.

We transferred 95% of our custemer
accounts onto our new billing system by
the end of ihe year. We expect to have
transferred all customers by the end of
March 2007. The increase in calls around
the times of the tariff increases, coupled
with the ongoing system changes, meant
that customer service fevels dropped in
the middle of the year. In the second half
of the year we increased frant-line staff
by 800 o improve customer service.

We took a pre-tax exceptional cash
charge of £36 million for restructuring
the operation and the planned closure of
the British Gas Residential headguarters
building. These result in a benefit of
£7 miflion in 2007 and around £18 million
thereafter. We also took & pre-fax exceptional
non-cash charge for systems write-down
of £178 million, resulting in reduced
arnortisation charges, with around
£28 million expscted in 2007.

Under the UK Energy Efficiency
Commitment British Gas installed more
than 13 milkon energy efficiency measures,
such as loft and cavily wall insulation and
low energy light bulbs, with an equivalent
carbon saving of 1 million tonnes,
benefiting more than 6 million households,
Beyond our legislative commitments, we
have a range of energy efficiency services
1o help customers reduce their carbon
footprint. These include our Energy Savers
Repart, a bespoke home energy efficisncy
audit which 1.5 million householders
completed during the year

In addition, British Gas was selecled as
an accredited supplier for the government’s
Low Carbon Buiding Prograrme providing
access to grant funding of up to 50%. We
are the only company within this phase of
the programme to gain accredited supplier
status across all fiva micregeneration
technologies — solar photovoltaic, ground
source heat pumps, biomass, wind and
solar thermal.

British Gas committed to provide
£18.3 million of winter fuel rebates to
villnerable customers during the year.

We also corttinued to tackle fusl poverty
thraugh our *here to HELP® programme. It
reached more than 117,000 homes during
the year, installing free energy efficiency
preducts and identifying over £2.2 million
of undlaimed benefits,



@ British Gas Business

+ Record profits*, up13% to £87 milliori

» SME contract renewals topped 95% - .- -

» ‘Named' point of contact for each customer B i i

British Gas Business performance indicators

For the period cnded 31 December 2005 a%
Customer supply points (period end)
Gas(000) = . 394 .5
Flectricily {000) i 515 3.4
TotelfoOQ) 909 2.5
Average consumption
Gas therms) 3,492 14
Electricity (kWh) 27,512 8
Weighted average sales price
Gas (pitherm) L 51.87 35
Electricily (£/MWh) 57.88 29
Transportation & distribution {Em}
Gas 124 20
Electricity 217 20
Tot 3471 20
Tumover (£ R
Gas B92 61
Electicty 818 45
Total 1,510 93
Businegs I 13
ﬁﬁeralingr_rﬁérgiﬁ (%) o
British Gas Business .38° 51 (13)ppts

Inl2rnst 5030 LAaton, amd beftre exsenkonal e and
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B This year brought unpracedented
highs in commodity prices with significant
increases in input costs for both gas and
electricity. Despite having to raise prices
o customers, wes increased ol total
supply points by 2.5% to 932,000
{2005: 209,000) as increases in gross
churn rates in our tariff book were more
than offset by strong sales performance,
continued SME contract renewal levels
of over 95% and further improvements
in corporate custamer retention.

Turnover increased by 53% to £2.3
billion (2005: £1.5 billion) dus to price
rises, higher customer numbers and
highar average consumption in both
fuels as a result of winning & number
of large corporate accounts.

Operating profit* was up 13% to
£87 miillion {2005; £77 million) despite
a significant loss* being made in the
tariff book prior fo the price increase in
March. Profit™ in the second half was
rnarkadly higher as tariff increases took
effect and fourth quarter wholesale costs
reduced, improving marging acress the
customer base.

During the year operating cosls
increased, driven by investments in a
new billing systam, rising absolute cost
of debi on higher iurncver and higher
sales and marketing costs. We made
progress on a customer service initiative
that will create a single named paint of
contact for each customer and the
cdeployment of new technology and
processes which will rationalise our
invoicing and collecticn systems.

We also continued to establish our
position as an industry leader in providing
real-liime consumption data to help
customers improve energy efficiency.
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Operating Review continued

¥ Turnover.in

¥ Productrel

British Gas Services periormance indicators

For the period ended 31 December

2006 2005 a%

Chstomer product heldings {period end)

Central heating service contracts (*000) 4,337 1.3
Kitchen appliances care (no. of customers) FO00) 3B B
Plumbing and drains care (‘000) 1,307 6
Home electrical care ('000) 860 15
Home securlty ('000) 25 (12)
Total holdings ('000) 6,894 4.0
Central heating installations ('000) 92 {1.1)
Turnover (€m}

Central heating service contracts 478 9
Cenitral heating installations 251 5
Other 285 8
Total 1,024 8
Engineering staff employed 8,348 38
Operating protit (Em)*

British Gas Services 111 8
Operating margin (%)*

British Gas Services 11 (Appts

e

b During the year British Gas Services
made significant progress on fixing
operational issues that were highlighted in
the first half, when temperatures below the
seasonal norm led t¢ a record number of
call outs, These call outs put additional
pressure on opsrations and affectad
senvice levels, Operational performance
improved considerably in the second
half of the year as process and system
changes wers implemented. This resulted
in a marked improvement in service
levels in the latter part of the year. Most
importantly we coped with the period
covering the switch-on of central heating
systems in the autumn, which results
in high overall demand, without any
significant issues with operations and
customer sarvice.

Turnover was up by 8% at £1.1 billion
(2005: £1.0 hilion) as the total number
of product relationships increased by 4%
over the prior year to just over 7 million.
The average price of central heating cars
also increased reflecting initial structural
changes to pricing based more accurately
on the costs of servicing each customer.
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rast and faxation, and Defoe excepdicngl famy andd

In addition the second half of the year
saw a stronger performance in the central
heating installation business with a 8%
Increase in installation volumes on the
second half of last year, recovering much
of the fall in the first half. We installed
around 80,000 energy-efficient boilars in
the UK during the year and our enginears
are now providing sclar thermal products
{0 domestic customers.

Operating profit* decreased by 8% 1o
£102 million (20056: £111 million) due to
the increased breakdown call outs and
extra cost of parts required for the repairs
in the first half of the year. The second
half showed a year-on-year improvement
of 12%.

During the year wie significantly
restructured operations to reduce cost
and increase productivity, resulling in 390
job losses with an exceptional cash cost
of £48 million. This will have a payback
of just over three years. We also wrote-
down certain unused functionality and
capitalised development costs within
the systems partfolio. This resulted in a
pre-tax exceptional charge of £18 million.



@ Centrica Energy

» Gompleted new Langeled receptlon termmai

» Work started on £400 million 888MW Eangag powe

» First green power from Barrow offshore wind fat

Centrica Energy performance indicators

For the period ended 31 Cecember

Gas Productlon

2006 2005 A%

Gas productlon volumes (mmth)

T 1207 2445 51

Morecamkgg - o
Ootgr s g L 612 16
Total o LoLei6. 0 3,057 (37)
Average gas sales pnce (p/therm) : ; 39.4 35
Qil and condensate production volumes (MBOEL) 3.8 47
Q\ﬂagggl and condensate sales price (£/BOF) ;o438 287 18
Turnaver {£m) C 4291 1,365 (5)
Exonal i ] e ws v
Qperating costs (£m) _ I
Volume related production costs 218 36
Other production costs 130 7
o 345 25
Operahng pmht [Em) 1,020 (15)

Power stations

Power generated (GWh)

& wholesale

Exiernal salas volumes (mmlh) (13)
@\jerqge sales price (pftherm] L 25
Turnover (§ (Em) o 12
Operating profit/foss) €y vm
Accord o

Operaling profit (frm)* P80 39 (18
Centrica Energy operatlng profit (Em)* - 686 03 (24)

% hog deon ushd to exoress 'neicantagy:
cleciing it vendures and assocata
cotdne-nEasianents,

b Centrica Energy faced a challenging
year and operating profits* were down
24% at £686 million [2005: £203 million)
due to lower gas production levels and the
forecast increased losses* in the industrial
and wholesale segmant,

For the year, market month ahead
gas prices rose by 36% to 50.22p/therm
{2005: 36.82p/therm) and electricity rose
809% to £45.84/MwWh (2005: £35.27/MWh).
The UK sxperienced huge fluctuations in
wholesale gas costs, particulardy in the
early part of the year when cold weather
and fear of shortages pushed the wholesale
price per therm to 250 pence. Gas prices
reduced substantially in the second half
of the year due to the increased flow of
gas through the newly constructed
Langsled and BBL pipelines.

inlerest a0 laxation, and befora excapteml fems arel

Gas production

Operating profit* was down 15% to £864
million {2005; £1,020 million) due to a2 37%
reduction in gas volumes partially offset by
a 35% increase in seling price. The 51%
reduction in Morecambe producticn
volumes was due to rmanagement
decisions to carry out remedial work on
South Morecambe’s cooler units during an
extandad summer maintenance period and
our decision to switch off the field in response
to low intraday gas prices especially in the
fourth quarter of ihe year.

This was partially offset by a 16%
increass in other production volumes
mainly due to the full-year effect of our
2005 acquisition of the Kerr McGee fields
and tha acquisition of an increased share
in the Statfjord field, These fields
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contributed to the 47% increase in oil and
condensates production which reached
5.6 million barrels of oil equivalent (MBOE)
(2005: 3.8 MBOE) with average seliing
prices of £34/BOE (2005: £29/BOL).

The 38% increase in variable production
costs is due to the increased proportion
of volumes from the newer fields where
depreciation kevels are higher.

In addition to the £153 milion acquisition
of a 4.84% stake in the Statfiord fisld we
invested £100 million in maintaining and
developing our upstream portfolio of
assets during the year, Of this, we invested
an inifial £21 million in the Statfjord
depressurisation project to increase the
level of gas reserves and spent £46 million
on the development of Maria, Thurne and
Davy East. These hew fields together with
the Statfjord project add 1,348 million
therms (mmth) of gas reserves and 11.68
million BOE for a total cost of £186 millicn.

W also spent araund £17 million on
our focused gas exploration programme
in the UK as we farmed into four projects.
We made a successful application under
the 24th UK offshare licensing round far
acreage around the Morecambe fields
and opened an office in Stavanger to
enable us to participate successfully In
the Norwegian licensing round where we
gained shares in four blocks in January
2007. We also have licence blocks in
Egypt and Nigeria which we started to
assess and have made an application
under the Trinidad licensing round.

Indusirial sales and wholesaling

The industrial sales and wiholesaling
segment made an operating loss™ of
£210 miflion {2005: £156 million loss*).
Losses” from: the legacy gas sales contracts
remained broadly flat at £171 milion
{2005: £173 millicn foss®) as the increase
in input commodity costs was offset by
an increass in the weighted average

sales price combined with a reduction

in volumes. Volumes reduced as three
contracts ended and the remaining
customers chose to buy fromn the
wholesale marlket when gas prices
softened. This reporting segment includes
certaln operating costs of Cenfrica Energy;
these increased to £66 million (2005: £34
milion) as we continued to expand our
upstream operations.

Elactricity generation

We generated 10.5Twh of power (2005:
11.6TWh) from our 3.4GW fleet of gas-fired
power stations in the period which was
down on the prior year due to a number

of extended cutages in our flast. Total flast
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load factor was 41% (2005: 49%). We
started work at Langage, Devon to build
an 885MW gas-fired plant on our
consented site. The total investment is
expected to be around £400 million and
commercial oparations are due to slart
during winter 2008/09. This will be the
first power station to be built in the UK

for five years. In November we announced
the acquisition of 85% of Coastal Energy
Limited who arg seeking planning
permission to build the UK's first Integrated
Gasification Combined Cydle (IGCC)
power plant which would incorporate pre-
combustion carbon capture technology,
with the rasult of producing the lowest
carbon emissions of any fossil fuel plant

in the UK, We also acquired an interast

in a company developing a carbon
sequestration business.

We continued to participate in the
Eurgpean Unian (EU) Emissions Trading
Scheme. We believe it is the cornerstone
mechanism for reducing emissions across
the EU. In 2006 Cenlrica was involved in
15% of all EU carbon allowance trades.
We also made a number of significant
investments through the United Nations

Operating Review continued

Clean Development Mechanism {CDM)

and invested in the largest private fund in
the carbon market. Centrica believes the
CDM is crucial to engaging developing
countries in emission reductions and has
comnmitted to further investments in this area.

Renewables

In March we produced the first green
power from our 90MW joint veniure
Barrow offshore wind farm. In November,
Airtricity started commissioning the 72MwW
Braes of Doune wind farm and subject to
successful 1asting and handover from the
construction contractor, we will acquire 50%
of the equity from Airtricity for £42 milflion.
The award of the main constructicn
contracts for the two 80MW wind farms

al Inner Dowsing and Lynn is almost
comptete. First power from this project is
expectad to be delivered in late 2008. We
also submitted an application for planning
cansent for the 250MW Round Two Lincs
offshore wind farm, If successful, first power
from the project could be delfivered in 2010,

Enargy procursrnent
In April 2008 we agreed an innovative coal-

linked power purchase agreement with Drax

@ Centrica Storage

¥ Restored operatlon afterfire

* Recovery operation involved 500 [}00 man hours

with no lost-time incidents

» Operating profit* up 48% to £228 m;iilon

Centrica Storage performance indicators

For the period endac{ 31 December 2008 2006 a%
Average SBU prlce {calendar year) (pence) . BB.B 34.8 g2
Turnover (£m) L .
159 &0

19 58

- 20 (10g)

30 93

25 (36)

o 253 47
External fun Ve; '(Erﬁ) 195 o1
Cost of gaes (Em) R - 35 86
Operatmg profit (Em)* L2388 154 45

A% has beenusad 1o g
= necksding ol vers
corlain re-rmeag

‘noraonings chanad

15,

b The main focus for Gentrica Storage

in 2006 was the recovery of operations
after the explosion and fire which caused
significant damage to the main offshora
platform of the Rough storage facllity

in February.
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tassacioles, net of iterest and taxatisn,

angd bsfore sxeaptional fteme and

Despite extensive damage, it took

only 18 weeks to recommission injection
&t the facllity. In restoring full production
capability the processes offshare

ware simplitied to export wet gas
rather than using offshare dehydration.
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for the supply of GOOMW of baseload power
over a 5¥%-year period starting October
2007, indexed 1o international traded coal
prices and including a fixed clean seasonal
dark spread.

We also compieted an innovalive
three-year winter super peak electricity
generation tolling agreement with Rolls-
Royce Power Development to reduce
Centrica's exposure to volatile short-term
market prices during these periods. The
contract commeanced in Qctober 20086,
with a total capacity of 2450W from
several small independent energy projects.,

In the [ast guarter cf the year two key
pipeline projects, capable of meeting
40% of the UK demand, underpinned
by British Gas purchase contracts, were
commissioned. Langeled, underpinned
by our 10 year 5.1BCM/year contract
with Statoll, and BBL., underpinned by
our 10 year 7.3BCM/year contract with
Gasunie started to deliver significant
amounts of gas to the UK.

The production faciliies were returned
1o operation less than 32 weeks after
the original incident. The force majeurs
notice was fifted on 20 November, once
{inal opsrational testing was complete.

The restoration project invalved
approxmately 500,000 man hours
and was completed without any health
ang safaty lost-time incidents, The two
employees hospitalised at the time of
the incident have now recovered and
are back working on the platform.

The cost of the repairs and payments
made under the storage services contract
resulted in an excepticnal cash cost to
the Group for the year of £48 million of
which £24 million is recognised in the
books of Centrica Storage.

Since recovery the reliability of the asset
has been re-established. Both injection
and production have experienced 88%
availability, and the reservoir was filled
by early November well in advance of
the winter production season.

Operating profit* before the exceptional
charge for the year was up 48% to
£228 millian (2005: £154 milkon). This
was manly due o a rise of 62% in
the average SBU price to 58.5 pence
{2005: 34.8 pence) and an increase in
the realised price of space sales, partially
offset by the 20056 sales of native gas of
£20 million not being repeated in 2006.



(B Centrica North America

"+ Turnover topped £4 billion

+ Operating profit* grew by 2‘! ob to £223. miillon

» Bought 244MW power station in Texas

Centrica North America performance indicators

For 1hc pcnod cnded BT Dmember 2008 20050 A%
Customer numbers {period end) R
Canada energy ( 000) 2,118 {1.3)
Iei(gg_ ‘energy ('000) 897 6
Other USA energy (000) 331 5
Home services (' OOD) 1,885 4.2
Volumes:
Ges production fmmthy 308 (1.3
Ele_ctr_l_cny generation (GWh) 3,212 39
Turnover (Em)
e&dentua! & small commsrclal energy 1,533 (7)

Texas residential & small commercial anergy 853 18
Other USA residential & small commercial energy 208 19
Home services 360 341

55 markets 481 a8
Eﬂgr_g_y w_f_lg_le_sale and tradlng 17 88
Total 3,652 15
Operating profit/{loss) (Em)*
Canada residential & small commercial enerqy 47 {11)
Texas re&denhal & small commeraal ehergy T2 G3
Qther USA residlential & small commercial energy 16 (25
Home sarvices 51 33
Business markels ) {8) n/m
Energy wholeszle and trading o 7 {29)
Total . L 223 . 185 21
O_Eﬁgr_qilr_:_g_;_margm (%)’ N R
Total North America 54 5.2 0.2ppts

3l items and

¥ Qur North American business has
continued its strong growth. Overall
turnaver grew by 15% to £4.1 bilion
{2005: £23.6 hillion) driven primarily by
the continued growth in business markets
and the organic residential business in
Texas. Operaling profit* grew by 21% 1o
£223 million {2005; £185 million) primatily
due to higher profits® in Texas and the
horme services business with adverse
exchange rate movements in the second
half negating the positive impact in the
first six months.

Desnite this strong overall growth,
as part of a continual review of the
efficiency of the business, decisive action
was taken to reduce costs. This resulted
In 450 job losses, 9% of the total, during
the year, primarily in Canada and in US
home services.

Canada residential and

small commerciat energy

Turover decreased by 7% to £1,426
rllion (2005: £1,533 million) with
increases in the deregulated business
heing more than offset by reductions in
the regulated Alberla business. Operating
profit* reduced by 11% 1o £42 million
{2005: £47 millicn) as a result of the
removal of the business protection plan
rebate (BPPR) in Ortario, partially offset
by Increased profits* from equity gas
production and a significant reduction
in employes numbers.

QOur Alberta business moved into profit*
for the first time, although the competitive
market is growing slowly. Hers the
regulated business has experienced a
net customer decline to date of only 8%,
We now have arcund 95,000 competitive
customer accounts on-supely.
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Recognising the need for greater
incentives on power procurement, we
have agreed a package with the regulator
that now enakles us {0 earn a return on
the regulated electricity supply business.

Texas residential and smalf
commarcial enargy
Turnover grew by 18% to £1,120 million
(2005, £953 miillion). This was largely
driven by growth in our organic customer
base in areas of Texas outside our
incumbent territory. In April we acquired
approximatsly 100,000 customers from
Entergy. In July, as part of a wider
agreement with the Public Utility
Commission we implemented a 5%
discount to our residential customers in
CPL/WTU which affectively removed those
customers from Price-to-Beat (PB), and
then reduced prices by a further 6% at
the start of 2007, The growth in scale of
the organic business, allied with effective
procurement acress both businesses,
including the positive impact of tha three
power stations, Increased operating profit*
by 83% to £117 milion (2005: £72 million).

Customer numbers increased as a result
of the acquisition of the customer base of
Entergy and cortinued strong competitive
sales in our organic business, partially offset
by the ongoing churn in the incumbent
customer base. In February we acquired
the Paris powasr station in northern Texas
and we completed thres new wind power
purchasing agreements, which togather
with the one signed in 2005, increased our
total confractual wind power capacily to
B43MW. These investments are enabling
us 1o offer our customers innovalive
renswable energy plans.

Direct Energy continued to support
the ‘Neighbor-to-Neighbor' project in
Houston, with a2 US$tmillior: (£540,000)
contribution. We work in partnership with
29 community agencies, which distribute
funds to vulnerable customers who are T
unable to pay for their home electricity
in emergency situations,

Other USA residential and small
cammercial energy

Turnover grew by 18% to £247 mifion
(2005; £208 million) due to increased
customer numbers and higher retalil
prices. We made encouraging pregress
in growing the customer tase by 5%,
with a strong performance in the New York
market. This combination of rising prices
and growing customer numbars was
offset by expenditure on growth and
lower consumption due to very warm
weather at the end of 2006, resulting

in a lower operating profit* of £12 million
{2006:£16 millicn).
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Home aervices

Home services performed well during

the year with a 33% growth in operating
profit* to £68 million (2005: £51 million)
on a turnover increase of 3%. This was
achieved primarily in Canada through
increased margins on heating, ventilation
and air conditioning sales and ongoing
operational elficiencies. The US home
services business remained stable despite
the backdrop of a severe downturn in the
US housing market.

In June we disposed of our rermaining
19.9% holding in The Consumers’
Waterheater Income Fund for £65 milion,
recording a one-off pre-tax gain of
£7 million. Although we no longer have
an equity share in the fund, we are still
required to consolidate the full financial
results of the fund owing to the continuing
close contractual relationship.

Business markeis

We continue 1o invest heavily in this sector
and have seen significant growth with
volumes sold in gas and electricity rising

Operating Review continued

by 11% to 557mmth and 127% to 11.2Twh
rgspactively, Turnovar graw by 88% to
£902 million (2005: £481 million).

During the year we successfully entered
12 new utility areas. The costs of doing
thig, together with loss of the BPPR rebate
in Ontario, caused an increased operating
loss* of £21 million (2005: operating loss™
of £8 million). Howsver, underlying gross
margins* remain healthy. This segment
includes a services business which has been
loss-making” and a turn-around plan for the
senvices business has already been execuled.

Energy wholesale and trading

During 2006 wa widened the rernit of our
existing wholesale and trading business
to encompass taking futura capacity in
natural gas transportation and storage
and wind power contracts, sc as to exploit
the expert rasources already in place to
support retall procurement across the US
and Canada. We will continus to develop
fhese activities in the future. This segment
registered an operating profit* of £5 million
(2005: £7 million).

QB Europe

@ » Turned a £9 miflion operating Ioss mto 8 £? il

» Entered German market

» Full integration of SPE businesses m Beigaum

P The industry continues to consclidate
in Europe with evidence of support for
national chamgions in France, Spain and
the Netherlands. While we continue o
raview oppertunities for develaping our
business in continental Europs, this
remains a challenge in the current climate
and we will be robust in only pursuing
those oppottunities which can deliver
long-term shareholder value. During the
year our European segment performed
well, delivering a £7 million operating
profit™ (2005: operating loss* £9 millicn).

in Belgium we achieved full integration
of all previous businesses that made up
SPE and we now operate nationally
under the Luminus brand. We transferred
500,000 Wallonian residential customers
on 1 January 2007, opened a new cali
centre in Liege and wa approved
investments in open cycle gas turbing
{OCGT) generation in Ghent and two
wind farms.
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In the Netherlands, we continued to
grow our customer base through our
Oxxio brand. To support future growih
we signed a tolling agreement with
Intergen for the output of a 400MW new
build combined cycle gas turbine (CCGT)
at Rijnmond which we expect to begin
operations in 2009. We made significant
progress on the development and
installation of smart meters.

Qur L.useo operstion in Spain reduced
its supply aperations due o the adverse
regulatory environment in Spain. However,
it continued to develop energy
management senices to special regime
(renswable) generators and exploited cther
profitable energy management activities,

Wa continued to grow our footprint in
Eurcpe by creating a German subsidiary,
Cantrica Energie GmbH, based in
Dusselderf and recruited key staff, This
fs in response to positive developmeants
in the legat and regufatory framewarlk for
competition in German energy markats.
We are positiened to begin selling energy
to the commercial supply market in 2007.
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Group Financial Review

2006 was a year of extreme volatility in wholesale commodity costs.
Still Centrica produced sound growth in earnings* and the share price
rose by 39%, outperforming the FTSE 100 by 28 percentage points.

Phil Bentley
Group Finance Direcior

Centrica share performance
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Centrica’s financial aim is to achieve a totat
sharehclder return (TSR) ranking in the first
quartile of UK FTSE 100 Index companies,
1aking account of share price growth and
didlends received and reinvested over
a sustained period. Gentrica seeksto
maximise the retum on capital it achieves
in excess of its cost of capital, within a
prudent risk management framework.
The Remuneration Report summaiises our
TSR perfarmance over recent years against
our comparator FTSE 100 Index group.
The Group's closing share price on
31 December 2006 was 354.50 pence
{31 December 2005: 254.75 pence),
an increase of 39%, outperforming the
FTSE 100 Index by 28 percentage pointa
in the year.

Financial statémer

Group turnover

Group turnover from continuing operations
was up 22% at £16.5 biflion (2006:

£13.4 bilion). The increase was driven
primarily by organic growth in the Morth
American business markets and the
residential business in Texas, and price
increases in British Gas Residential and
British Gas Business.

Group cperating profit

Group oparating profit* from continuing
operations was down 5% at £1,442 million
(2005: £1,513 milicn), with the strong
growth in Centrica Storage and North
America being more than offset by reduced
profits* in gas production cn lower volumes,
The results include £20 milficn non-recuiring
profit* relating 1o the valugtion of the Group's
pension schemes due to the effect of new
pension legislation, introduced by the
Finance Act from April 208, upon the
increased estimate of future amounts

of pension commuted for a lump sum.
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Earnings

Group earnings® on a continuing basls
were up by 8% to £715 million (2005:
£661 million). The lower operating profits*
were more than offset by the reduction

in the Group tax rate to 43% (2005: 529%)
due to the lowser contribution from high
tax rate upstream gas production.

The statutory loss for the year was

£155 milion. The reconciling items
between Group sarnings* and the
statutory loss are exceplional ilems

and certain re-measurements that are
explained below,

Earnings per share and dividends
Adjusted earnings per shars* improved
by 7% to 19.4 pence in 2006 from 18.2
pence in 2008, The Group reported a
basic loss per share of 4.3 pence, down
from basic earnings of 27.4 pence in
2005, reflecting the post-tax impact

of exceptional charges and certain
re-measuremeants.

In addition to the interim dividend of
3.15 pence per share, we propose a
final dividend of 8.0 pence giving a total
ordinary dividend of 11.15 pence for the
year (2005: 10.5 pence).

Gash flow

Group operating cash flow befare working
capital adjustments was up from £1,936
milfiort 1o £1,265 million but after working
capital adjustments, operaticnal interest,
tax, exceptiona charge and discontinued
tems was down 36% at £737 mifion
{2005: £1,144 milion) primarily due to

the working capital investment required
by signfficant movements in the wholesale
prices. The net cash outflow from investing
activities increased 10 £720 million {2005
£628 milliony), 36% higher than last year
due to the receipt in 2005 of £184 million
of disposal proceeds refating o the sale
of British Gas Connections and Onetel.,
The net cash outfiow from financing
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activities increased to £597 millon (2005:
£335 million), an increase of 78% on 2005,
due mainly to a net increase in debt of
£623 million in 2005, partialy offset by

the suspension of the share repurchase
programme, armounced in February 2008,
resulting in a reduction in year-on-year cash
outflow of £365 rmillion,

Net deht and interest

The Group’s nel recaurse debt level at
31 December 2006 was £1,527 million
{2005: £1,080 millian). This was up on
2005 duse primarily tc the increased
working capital requirement. This debt
includes £808 milion of finance lease
commitments on the Humber and
Spalding power stations. Nat interest
payable was £183 million (2005: £145
million) and was covered seven times
by oparating profit* {2005: ten times).

Net assets

Net assels decreased by 33% to

££1,642 million {2008: £2,442 millicn).

This is primarily due to the movement in
our derivative financial instruments which
are marked-to-market, from an asset of
£0.8 billicn at the end of 2005 to a Vability
of £1.2 hilion at the end of 2006. This
resuited in a charge of £931 million
(including joint ventures) arising on the net
mark-tc-market movement on our energy
procurement activities recognised as
certain re-measurements in the Income
Statement, and a charge to reserves of
£939 million, where certain contracts have
achieved hedge accounting under |AS 39.
After the related deferred tax credits, thase
movements account for a total reduction
in net assets of £1.2 billion. Exceptional
charges account for a further decrease in
net assets of £238 million after tax. Thess
are partially offset by a post-tax actuarial
gain on our pension liability of £332 milion.

Exceptional items

There I$ a pre-tax exceptional charge for
the year of £331 million {post tax £238
millicn). There are three elements. Firstly,
there is a non-cash charge of £196 million
relating to the write-down of systems
assets following a review of existing and
requirad future functionality within the
more focused Group. This will result in

a reduction of E31 million in the 2007
amortisation charge. We also tock an

£87 millon exceplional cash charge rmainty
relating to the streamlining of the British
Gas Residential back-office, the plannad
closure of the British Gas headguarters
huilding at Stockiey Park, a restructuring
ot the British Gas Services team and a
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further streamlining of the group corporate
structurs including the outsourcing of
parts of finance and HR, resulting in
around 1,550 job losses, This will daliver
benefits of £20 million in 2007 and
approximatsly £39 million in 2008.
Finally there Is an exceptional cash
cost of £48 million relating to the
Rough incident in Felruary.

Tax credits of £83 million have been
recognised in respect of these costs.

Cartain re-measurements
In our business we enter into a portfolio
of forward energy contracts which inciude
buying substantial quantities of commeodity
to meet the future nesds of our customers.
A number of these arrangements are
considered to he derivative financial
instruments and are required to be fair
valued under |1AS 32. Fair valuing means
that we apply the prevailing forward market
prices to these contracts. The Group
has shawn the fair value adjustments
separately as certain re-measurements
as they are unrealised 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 stalutory results include charges
10 operating profit refating to these re-
measurements of £931 million (2005:
net credit of £455 millon), primarily from
marking-to-market some contracts relating
to our energy procurament activities. As
gas and power were delivered under these
contracts, the net in-the-money mark-to-
market positions were unwound generating
a net charge to the Income Staternent in the
period of £287 million {2005: net credit of
£140 million). As the forward prices reduced
in 2006 the portfolio of contracts fair valued
under IAS 39 reporled a net loss on
tevaluation of £638 milllon (2005: credit
of £298 million). The remaining £6 milion
(2005: credit of £17 million) reflects the
propristary trading positions relating to
cross-border capacity and storage
cantracts. The £37 million (2005: £nll)
credit to interest income relatss to the re-
measurement of the publicly traded Units of
The Consumers' Waterheater Income Fund,

Acquisitions and capital expenditure

During the year the Group acquired a
further 4.84% interest in the Statfjord oil
and gas field from BP for £153 million,

and the Paris Energy Centre, a 244 MW
gas fired combined cycle power plant in
Texas, for £32 millian, along with a number
of smaller acquisitions.
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UK listed companies are required to
comply with the European regulation to
report consolidated financial statements

in corformity with Internationat Financial
Reporting Standards (IFRS). The Group's
significant accounting policies ara
explained in note 2 ta the Ananclal
Statements. Nete 3 to the Financial
Statements explains the critical accounting
judgements and key scurces of estimation
uncertainty arising in the preparation of
the Financial Statements. The Group has
not made any material changes lo its
accounting policies in the year ended

31 December 2006.

G Zgitto,

Phil Bentlay
Group Finance Dirsclor




Principal Risks and Unceriainties

Centrica, like all businesses, faces a number of risks and uncertainties as

we conduct our operations. There are a number of risks that could impact the
Group’s long-term performance and steps are taken to understand and evaluate
these in order to achieve our objective of creating long-term, sustainable returns
for shareholders.

We have a risk manageament process

in place, which is designed to identify,
manage and mitigate business risk.
Regular reporting of these tisks and the
monitoring of actions and controls is
conducted by the Audit Committes,

which reports ils findings to the Board,
This process is described in the Comorate
Governance section on page 32.

The factors described below highlight
risks and uncertainties which affect the
Group but are not intended to be an
exhaustive analysis of all the risks which
may arise in the ordinary course of business
or otherwise. Some risks may be unknown
to the Group and other risks, currently
regarded as immaterial, could turn out
to be material.

 Opérational factors

UK customer service, brand and reputation
High wholesale prices and higher levels of
price valatiity in the commodity markets
(see commodity prices below) have caused
all suppliers to increase prices to customers
which in turn have driven up customer
churn and adversely affected customers’
service levels, The Company has recently
engaged additional staff and implementsd a
new billing system for residential customers
to help improva levels of customer service.
Further information on our approach to
customer senvice is avallable In the Comporate
Responsibility section on page 25.

Becurity of supply

As the indigenous gas reservas have
declined, the UK, and so the Company,
has become increasingly reliant on
supplies from mainland Europe and

other parts of the world. Ascordingly, &
key element of security of supply Is access
1o these reserves and the refiability of the
transmission and distribution nelworks
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operated by third parties both in the
UK and abroad. The potential threat of
terrorism In relation 1o certain markets
and assets is an increasing risk.

To respond to this changing environment,
the Company has supported new
infrastructure development to bring gas
to the UK. in addition we comlinue to teke
steps to acquire assets to replace our
declining gas reserves. The Company will
continue to secure and develop such gas
and pawer assets in the UK and overseas
and continually review the security
arrangements to protect those assets.

Health, safsaty and the snvironmant

The Company faces inherent heallh and
satety risks due to the large scals onshora
and offshore assets that we operate, and
the millions of home visits cur service
businesses in the UK and North America
meake ta customers each year. We are
committed to maintaining high standards of
heaith and safety, and our well developed
processes reflect this risk, Further
information on our approach to health
and safety is avallable In the Corporate
Responsibility section on page 25.

The Campany's activities have an impact
on the environment. Climate change
presents risks and opportunities for our
business. The nead for action to tackle
climate change was further emphasised
in the Stern Review published in 20086,
Further information on our approach to
climate change is available in the Comporate
Responsibility section on page 25,

Cutsourcing and offsharing

Centrica has entered 'nto a number of
outsourcing contracts, some of which
are offshare, in respect of certain support
functions for its UK and Neorth America
businesses. As with any contractual
relationship, including outsourcing and
offshering, there are significant inherent
risks 10 be considered and mitigated.
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The oversight and effective management
of complex contracts across multiple
service providers in the UK, North America
and india is a significant area of focus

for Centrica’s management team. An
Outsourcing/Offshoring Governance
Group cocrdinates the Group's approach
to outsourcing initiatives to ensure these
risks are properly managed.

Informaticn systiems

Large and effective information systems
are critical ior the efficient management
and accurate billing of our customers and
to support our upstream trading activities.
Accordingly, the Company continuss to
invest in such systems, mast notably the
replacement of its UK customer management
systems. These exiensive change
programmes are subject to implementation
risks and require the application of strong
project management and comprehensive
business continuity plans.

External market factors

Commodity prices

The Company's energy recgiiraments to
serve its gas and electricity customers ara
dependent on the wholesale commodity
markets for gas, oil, coal, carbon and
power prices, all of which have been
volatile during 20C6. While the outlock

for 2007 suggests a more stable market
place, particularly in gas, driven by greater
liquidity as new pipelines to the UK come
Into operation, this will always be subject
o external market events and factors.
Further consolidation particularly between
companigs with significant upstream
resources could lead to a less liquid
market due to the reduction in avallable
counterparties with whom to trade.

To manage this risk, the Company
aptimises ils assel and contract porticlio
based on comprehensive market anatysis
and continuous assessment overseen by
the Financial Risk Management Committee.
The Company’s policy Is 1o hedge a
proportion of the exposure for a number
of years ahead matched to tha underlying
profiles of our customers' energy
requirsments supplemented by the use
of inancial instruments such off and gas
swaps, gas derivatives and bilateral
agreements far gas and powar.

Consumption

Gas sales volumes, and to & lesser extent
electricily sales volumes, are affected by
temperature and cther weather factars.

In addition, customers' demand behaviour
will be influenced by the natlonal economic
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climate, gas and electricity prices and an
fncreasing awareness of the snvironmental
Impact of energy use. Furthermare, the
development and application of new
technologies, either from the use of
domastic ensrgy genarating UNits e.g.
micro-combined heat and power units,
and/or greater use of demand-side
management technology e.q. smart
metering, could affect demand in the
mediuim term. The Company monitors
consumption trends, develops weather
hedge strategies and seeks to inform
customers through the provision

of energy saving advice and products.

Level of competitive activity
The snergy supply markst in the UK is
highly competitive and increasingly so
in Morth America. The Company also
operates in the competitive home
services markets in both the UK and
MNorth America. In the UK, competitive
pressures are increasing as existing
energy providers and other senvice
providers, such as insurance companies,
seek to strengthen their market position.
Active monitoring of custormer trends and
competitor activity enables the Company
to respond to changing circumstances
by developing retention campaigns and
innovative customer propositions.

Foguistory factors

The energy markets in the UK, North
Amarica and Continental Europe are
subject to comprehensive operating
requirements as defined by the relevant
sector regulators and/or government
departments. As participants in these
markets, amendments to the regulatory
regime could have an impact on the
Company achieving its financlal goals.

fn the UK energy markst, the regulator,
Otfgem, Is undertaking a supply licence
review scheduled for completion in June
2007, The proposed changes were
published for the first time in December
2006 and Ofgemn has proposed to retain
anly a limited number of conditions that
are necessary for the energy market to
function properly and to protect the
interests of customers, in particular those
who are vulnerable. The final decision
document together with the new licence
conditions are expected in March 2007,
with the new fcence conditions coming
info force in June 2007, The praclse
extent of the remaining requirements
is therefore uncertain,

In January 2007, he regulated network
companies accepted Ofgen's final
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proposals for the five-year price controls
on gas and eleclricity transmission as
well as a one-year price control on gas
distribution. The new arrangements will
apply to the netwark companies from

1 April 2007. The proposals are expected
to result in an increase in transportation
charges, and so final prices to customers,
therefore potentially contributing to
customer churn. Ofgem is alse conducting
a five-year gas distribution price control
review process. This activity will set
allowed revenues for the regulated gas
distribution network companies for the
period 2008 to 201 3. As a supplier,
Centrica will be subject to any revisions to
palicies or transportation charges resulting
Trom this review. At 1his early stage of the
process it is not possible to predict the
autcomes, and while all users of the gas
distribution networks would be affected,
this could again feed into higher costs
and custcmer prices.

In July 2008, the Government pubklished
its Energy Review entitled "The Energy
Challenge, Energy Review Report 2006,
Palicy consultations are currently ongaing
with an Energy White Paper expected in
Spring 2007 . Centrica has bean active
during this period of consultation to help
define policy on issues such as the future
of the Renewables Obligation and the
Energy Efficiency Gommitment, measures
to improve the planning system for new
energy infrastructure projects and proposals
for changes to energy billing and metering.
We alsc continue to press for a firm
pdlitical commitment 1o the EU Emissions
Trading Scheme post-2012 which is
critical to new investment declsions
being taken over the next fow years.

We have welcomed the Government
introduction of a Climate Change Bill
which sets in statute the Government’s
target to reduce carbon emissions by 60%
by 2050. We are moving ahead with the
commercial development and consanting
of our Teesside Carbon Capture and
Storage project. The final decision will
nead to take into account the support
framework for fow carbon technologles.

There are positive signs regarding the
liperalisation of European energy markets.
In June, the EU Energy Commissioner
announced a strategic energy review that
has the creation of competitive markets at
its heart. The nead for effective competiion
is emphasised by the current level of
consclidation activity in Europe, with
the potential emergence of national
champions, which could not only impact
our participation in Europea but also our
ability to source and transport gas across
continental Europe 1o the UK.



In Morth America, the risk of pofiticaf
or regulatory Intervention remains an
uncertainty. In Texas, electricity competition
is currently under review by the Legislature
which could potentially lead to changes
In market structure. In Ontarlo, we face
large scale electricity customer contract
renewals in a regulatory climale that
is sornewhal uncertain {especially with
respect to automatic renewals). In Alberta
the Department of Energy is mandatad to
conduct a review regarding the progress
of the current competitive arrangements.
In order to mitigate thase risks, we
cantinue to monitor political and regulatory
developments/agendas and engage
with the relevant stakeholders through
comprehensive ongoing contact
programmes in place with regulators,
government ministers and senior officials.

Financial factors

Licquidity

Cash forecasts identifying the liquidity
requirernents for the Group are produced
frequently. These are stress-tested for
different scenarios and arg reviewsd
requiarly by the Board to ensure that
sufficient headroom exists for at least a
12-month period. The Group’s policy is

1o maintain a minimum level of committed
facilities and ensure that a proportion of debt
should be long-tern and spread over a range
of maturities. As at 31 December 2008, the
Croup had undrawn committed facilties

of £1.3 bilion, which werg used to support
the US commaercial paper programme.

Currency

Through wholly-owned US and Canadian
subsidiaries and whally-owned and
pantly-owned European entities, the
Group has operaticnal exposura in US
and Ganadian dollars and ewros, The
Group's poficy is to maintaln the sterling
value of its foreign currency investiment
through balance sheet hedging
instruments. Canadian dollar and euro
balance sheet translation exposure

is hedged by maintaining a portfolio of
foreign currancy financlal liabilties which
approximate to the net asset value of

the Canadian and eurc-based operations,
US dollar balance sheet translation
exposure is hedged by borrowing

on a short-term basis through a US
comimercial paper programme.

All debt raised in US dollars through
ihe US commercial paper pragramme
has been used as part of the translation
tedging operations described above.

Interest rate

The Group's policy is to actively manage
interest rate risk on long-term borrowings
whife ensuring that the exposure 1o fixed
rates remains within a 30% to 70% range,
This is achieved by using derivative
financial instruments, such as interest
rate swaps, to adjust the interest basis

of the portfolio of long-term debt, Al the
year-snd, dsit had been raised on both
a fixed and floating rate basls.

Counterparty

The Board’s policy is to limit counterparty
exposures by setting credit limits for each
counterparty, where possible by reference
to published credit ratings. Exposures are
measured in ralation to the nature, market
value and maturity of each contract or
financial instrument. Surplus cash is
invested in short-term financlal instruments
and anly depaosited with counterparties
with minimum credit rating of A3/A-/A-or
P1/A-1F1 from any Moody's investors
served/Standard & Poor's/Fitch Ratings
long-term and shorl-term ratings
respectively. Energy trading activities

are undertaken with counterpartiss

for whom specific credit limits are set.

All contracted and potential exposures
are reported to the Financial Risk
Management Committea.

Pensions

The Group maintains a variety of pension
schemes including defined benefit schemes.
The pension fund liabilities are partially
matched with a portfolio of assets, which
leaves potential risk around the mortality
rate, wage inflation and relurns on assets.
In addition, actions by the Pensicns
Regulators or the Trustees and/or any
material revisions to the existing pansion
legislatlon could require increased
contributions by the Group to the
pension fund.

Credit rating

The current strong credit rating of the
Group (long-term debt: A3 (Moody's
Investors Service, Inc. (Moody's)),

A negative outlook (Standard & Poor's
Rating Services {S&P)); short-term debt:
P-2 (Moody's), A-1 negative outlook (S&F)
means that it benetits from high levels of
credit for its existing counterparty
relationships. Any material deterioration
of this rating will mean that the Group

will need to increase its levels of security
for existing energy procurement contracts
which may have a material effect on its
cash position ar Imit its ability to trade

in commodity markets,
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Corporate Responsibility

Corpoarate Responsibility is integral to a business that is managed in the
long-term interests of its shareholders.

Mary Francis CBE
Senior Independant Mon-Executive Director and
Chair, Cenlrica Corporate Responsibility Commillee

24

The Centrica Group engages with a
wide range of stakeholders in the UK
and overseas, so that we can more
effectively manage the social, ethical and
environmental impact of our business
activities. We thersby seek to minimise
risk, create sustainable value for our
sharenolders and contribute positively
to wider ecanomic development in the
regions in which we operate.

The Group's business principles and
poficies set out the standards of behaviour
we expect of aur ermployees to ensure our

business is conducted in an ethical way.
We also encourage our business partners
to respect and adhare to our standards.
Information on our corporate
responsibility (CR) activities over the last
year is included in the reports on each of
our business units. This section provides
a surnmary of key themes, as well as
performance information on group-wide
activities. More detail will be provided in our
2006 CR Report, which will be available
at www.centrica.com/responsibility
in May 2007.

2005 &%
Climate change
Group carbon _l;dai_[;rint (mitlion tonnes of GO, /CO,e)* - -
Carbon intensity of power supplied in the UK o
{tonnes CO, /MWhH)™" 0.37 6)
Household energy efficiency products installed {mitlion) 8.0 44
Lifetime carbon savings for household enargy o
efficiency products installed (milion tonnesy™* 1.3 23
Vulnerable customers ~ 'here to HELP'
Homes signed up 116,823 0.5
Hemes completed {energy efficiency products installed) 28,212 33
Valus of unclaimed government benefits identified (Em) 28 n/a
Average increase in claimable government benefits
per household (£)** 1,542 n/a
Health and safety
Lost-time injuries/1,000 employees 13.2 8
Losi-time injuries/100,000 hours worked 0.7 14
Total injurles/ 100,000 hours worked 3.1 6
Employees
Humar: capital return on investment ratio™**** 211 (&)
Employee engagement score 3.78 2
Employees from ethnic minority groups (%) 17.2 (8)
Fernalg/male employees (%) 30.9/69.1 n/a
Employses with a disabilily (%) 25 8
Communities
Total community contribution (£m) 8.2 (10)
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CH governance

At the baginning of the year, we changed
our governance arrangements for CR,
establlishing a main board committee

to lead our strategy. It is chaired by

Mary Francis CBE, Centrica's Senior
Independent Non-Executive Director, and
its members include the Managing Director
of each business unit. This reflects the
importance we attach to integrating CR

in the business, its rigk management and
strategic functions, During the year, we
focused on identifying the areas of Group
activity which have the greatest impact and
which present the most significant risks to
and cpporiunities for our Husiness.

Tackling climate change

+ Centrica has the lowest carbon
intensity profile of the major UK
power suppliers today

The ever-growing need to address climate
change presents risks and opportunities
acress our business. Upstream, we must
balance the economic and regulatory
aspects of emissions to ensure reliable
power supplies; downstream, there is a
significant and growing customer demand
for energy efficiency products and senvices;
and we know that whether or not we

are perceived to be environmentally
responsible, increasingly affects our
reputation. Throughout our activities

we aim lo contribute to the creation of

a sustainable, low-carbon future, while
ensuring the security of energy supplies.

Mapping our carbon footprint

In order to develop a coordinated and
effactive response to climate change we
undertock wark to calculate the carbon
footprint of our operations. Our footprint
- comprising emissions from powear
generalion, gas production and storage,
energy usage, flest operations and
business travel — was 8.6 million tonnes
of CO,/CO,e” in 2008. This work will
underpin our climate change strategy
and determine how Centrica can adapt o
and mitigate against the effects of climate
change on the Campany and on society
as a whale.

Garbon capture and sterage

In addition to our ongoing investments in
wind farm developments, we announced
an acquisition with the opportunity to
participate, alengside partners, in the UK's
first complete clean coal power generation

project. The project, in Teesside, would be
the first 1o couple integrated gaslification
sombined cycle technology with carbon
capture and storage capabilities. The
result would be a 'clean coal’ power
station supplying electricity for British Gas
customers, together with a pipeline and
storage to capture the CO. emissions,

Ensrgy efficiency

We continued to devslop a range of energy
efficiency setvices to hefp customers reduce
their own carbon emissions. The British Gas
Energy Savars Report, a bespoke home
energy efficiency audit, was completed by
more than 1.5 miliion householders during
the year. in the business to business market,
hoth British Gas Business and Direct Energy
have innovative programmess to help
commercial customers reduce energy usage.

Serving our custome
 »-British Ga's annou
© ..the launch of
~ - that will benet
. wulnerable customs

As a multi-national utility, providing
esssntial services to millions of customers
every day, understanding thelr evolving
naeds is vary important. Being responsible
and respeonsive in how we manage
relationships with our custormners is

central to our business strategy.

invasting in new systems

In 2006, we made sfgnificant progress in
installing a new muiti-million pound biing
and customer management system

in British Gas. During the process of
transfering customer accounts, we were
unable to maintain the high standards

of service we strive for. Returning to

an industry-ieading position is a high
priority for us. Our investments in new
systems, additional manpower and front-
line training are now delivering benefits
to our customers.

Pricing

High wholesale energy costs continued to
daminate the first half of the year. In the
UK this farced retail price increases from
all the major suppliers, including British
(Gas. To lessen the impact, we croated
innavative fixed price propositions and
developed a range of initiatives to help
milions of our most vulnerable customers,
For example, we committed to provide
£18.3 million of winter fuel rebates to
vulnerable customears. Our pricing policy
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throughout this period of volatility has
been to protect customers by passing
through only a proportion of the full
wholesale market increases. We were
pleased to be the first UK supplier to
announce a price decrease for residential
customers. Fram 12 March 2007, we
will raduce our standard tariffs for gas

by 17% and for slectricity by 11%.

Maw social tariff

British Gas also introduced the UK's
largest social energy tariff, aimed at cutting
gas and electricity bills for 750,000 of our
most vulnerable customers, The Essentials
Tariff provides additional help to wilnerable
customers, particularly those who use
prepayment metars,

The health and safety of our employees,
customers and othsrs who coutd be affectad
By our activities are a top priority for us.

Qur previously strong safety performance
was marred by twe major incidents
during the year. The first occurred when :
a pressure vessel on ow Rough storage
facility failed catastrophically causing a ~
gas release, explosion and residual fire, ST
The crew evacuated but two people were
injured. The Health and Safety Executive
investigation concluded that this equipment
failure could not have been foreseen and
that the consequences of the failure were
lessened by our substantlal investment in
the platform, its shutdown systems and
incident response arrangements since
acquisition in 2001.

The year ended on a tragic note with
a helicopter accident in the Morecambe
Bay area which claimed the lives of six
pecple, four of them long-standing anad
highly committed Centrica employees
with a seventh person still missing,
presumed dead.

Investigation indicates that neither
incident was the result of a defective
satety management systern within our
own sphere of operations and that our
emergsncy rasponsa capability was
rapid and comprehensive, However, in
both cases the impact an our employess
and their families has been fraumatic
and tragic. We remain determined to
keep safety at the top of cur agenda
and fo be relentless in applying our zero
tolerancs pragrammes.




Other than the two incidents described
above, we have continued to meintain
our underlying improvement in safety
performance by redugcing the injury
frequency rates in most businesses and
maintaining very low frequency rates in
others, Our performance is underpinned
by the application of a robust safety
managemeanl system, comprehensive
annual improvement plans, performance
targets and KP!s, throughout our UK and
international cperations.

Valumg our people '

3 Bnhsh Gas Business
recognised as the No.t
large employer in the UK
by the Financial Times

The calibre and the conduct of aur
people are central to building successful
relationships with our customers,
shareholders, suppliers and the
communities we serve. During 2006,
the Group employed an average of
33,718 peopls: 28,488 were employad
In the UK; 5,032 in North America; and
1§67 in the rest of the world,

Engagement

Employees are regularly updated on our
performance against group strategy. Our
annuat engagement survey measures the
attitudes and opinions of our employees.
In 2006, our cverall engagement score
increased by 2% which, during a very
challengirig period for the businsss,
demonstrates the commitment of our
people. The Group maintains regular
dialogue with representatives of kocal
employas consultative bodies and
recognised trade unions to ensure

it fully understands employees’ views.

Divarsity and inclusion

The Group is committed to pursuing
equality and diversity in all its employment
activities and continues to support
iritiatives to provide emiployment for
people from minority groups in the
community, including people with a
disahility, carers and lone parents, To the
extent possible, people with a disability
ara offered the same smployment training,
career development and promotion
opportunities as other employees.

During the year we worked closely with
the Employers' Forum on Age to prepare
for the introduction of the new UK age
reguiations in October. An integrated
communication and tralning programme

Corporate Responsibility continued

was developed to support our employees
and managers, and we reviewed our
policies and procadures 1o maintain our
position as an inclusive employer.

Development and ialent management

We invested over 400,000 hours in training
to equip our front-line employees with the
skils to use aur new British Gas customer
management system. In addition we
re-shaped our management learning
programme benefiting 800 managers.
Our British Gas Engineering Academy
continued its work to recruit more women
and people from minority ethnic groups
into our engineering workforce. We raised
awareness of careers in engineering
amongst young people.

Reward
We continued to extend our flexibie
benefits package and more than 10,400
amployeas now banefit from the scheme.
Our fourth annual equal pay audit showed
that the gender pay gap in Centrica
continues to narrcw and compares very
favourably with published national norms.
Centrica encourages employee share
ownership by operating a number of
all-employee share schemes. In the
UK 12,042 employess participated in
Sharesave and 6,031 participated in our
Share [ncentive Plan. In North America
1,012 employees participated In our
Employse Share Purchase Plan.

e e

By understanding cur impact on the
communities in which we work, wea can
develop successful partnerships that
benefit us both. We aim to deepen our
understanding of current issues of social
and environmental cancern and contribute
to action thal addresses them. We do this
by both supporting outside agencies and
encouraging our own employees to get
involvad, In North America, Direct Energy
employees continued to take part in

our ‘Dollars for Doers’ programme, with
paid time off to voluntear. In the UK, we
launched an initiative callad 'Centrica

Get Involved® enabling employees to take
advantage of voluntearing opportunities
with paid time off from the Company,
During the year our people invested

more than 13,000 hours of volunteering
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activitias, which eguates fo around
£300,000 of in-kind suppot.

We must be attuned and responsive to
the needs and opinions of our customers,
employees, suppliers and wider
stakeholder groups, and to emerging
changes in scclety and government, This
engagement is a continuous and dynamic
process which at every level - from our
Chief Executive meeting a senior politician,
to one of aur engineers talking with g
custormner - helps us shape our future
husiness direction.

During 2006, we listened to our
stakeholder groups through direct
dialogue and a range of surveys. While
approaching particular issues from varying
perspectives, there was broad agreement
with our identification of key CR impact
areas. We will continue to listen to views
and respond to any concerns.

Working with owr suppliers

We made particular progress during the
year on engaging with our suppliers. We |
ran a successful briefing session for our -
group commercial team on managing GR

in our supply chaln and hostad a round

table discussion on current and future

trends In supply chain responsibility with

11 of our main suppliers.

Helping to shape the policy etdranment
Centrica operates in highly regulated
rmarkets. Public policy decisions
significantly affect all aspects aof our
business operations from investment
decisions and entry into new markets,
1o consumer protection and employment
relations. We are committed to playing a
full and active role in the political process
to suppart the creation of an optimal
policy environment that will allow our
business to thrive, move towards a low-
carbon environment and deliver secure
energy suppliss for our customers.
During the year, we participated in
numerous policy consultations, principally
an energy and enviranmental matters. In
addition, our sustained efforts to push for
the creation of a fully liceralised European
energy market ware rewarded when the
EU Energy Commissioner announced a
strategic energy review that has the creation
of competitive markets at its heart.


file:///vhich

At e
wE S

L

e

%%ﬁ%;%g«%ﬁg
REHHUCTI0

ey RIS
AR T




Board of Directors

Senior Management Team
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1. Roger Garr

Ghairman (£0) N.R

Roger Carr joined the Beard as a
Non-Executive Director in 2001 and

was appeinted Chairman in May 2004,

He is Chairman of Mitchells & Butlers ple,
Deputy Chairman of Cadibury Schweppes
plc and a senior adviser to Kohlberg Kravis
Roberts & Co Ltd.

2. Sam Laldiaw

Chlef Executive (51) D.EN

Sam Laidlaw joined Centrica plc as
Chief Executive in July 2006. Between
October 2008 and the end of February
2007 he assumed direct responsibfity for
Brilish Gas Residential. He was previously
Exacutive Vice Prasident of the Chevron
Corporation, Chief Executive Officer at
Enterprise Oil and President and Chief
Operating Officer at Amerada Hess. He
Is a Non-Executive Director of Hanson ple,
a Trustee of the medical charity RAFT
and a Director of the Business Council
for Intemational Understanding.

3. Helen Alexander CBE

Non-Exscutiva Ditector (50) A.N.R

Helen Alexander joined the Board in
January 2003. She is Chief Executive of
The Economist Group, a Trustea of the
Tate Gallery and an Honorary Fellow of
Hertlord College, Oxford. Formerly, she
was a Non-Executive Director of BT
Group pic and Northern Foods plc.

4. Phil Bentley

Group Finance Director (48} D.E

Fhil Bertley joined Centrica plc as Group
Finance Director in 2000, a position he held
until the end of February 2007 when he
was appointed Managing Director, British
Gas. He was also Managing Director,
Europe between July 2004 and September
2008. Formerly, he was Finance Director

of UDV Guinness from 1998 and Group
Treasurer and Director of Risk Management
of Diageo pic from 1997, Previously,

he spent 15 years with 8P plc in various
international oil and gas exploratian roles.
He is also a Non-Executive Director and
the Chairrnan of the audit committee

of Kingfisher plc.

8, Mary Francis CBE

Senior Independent Non-Executive Director
(58) A.C.N.R

Mary Francis joined the Board in June 2004
and was appointed Senior Independent
Non-Executive Director in May 2006. She
is a Non-Executive Director of the Bank
of England, Aviva plc and St. Modwen
Properties plc. She is & Director of Fund
Distribution Ltd and a Trustee of the
Almeida Theatre. She is a former Director
General of the Association of British
Insurers. She was previously a senior ¢ivil
servant in the Treasury and the Prime
Minister's Gffice.

6. Andrew Mackenzie

Non-Executive Director [50) A.N.R

Andrew Mackenzie joined 1he Board in
Septembber 2005, He is Chief Exacutive,
Industrial Minerals, at Rio Tinto plc.
Previously, he spent 22 years with BP plc in
a range of senior technical and engineering
positions, and ultimately as Group Vice
President, BP Petrochemicals.

7. Paul Rayner

Non-Executlve Director (52)

AN.R Australian citizen

Paul Rayner joined the Board in September
2004. He has been Finance Director

of British American Tobacco plg since
January 2002, In 1291 he joined Rothmans
Holdings Lid in Australia, holding senior
execlitive appointmants, and became Chief
Operaling Officer of British American Tobacco
Australasia Ld In September 1989,

8. Jake Ulrich

Managing Director, Centrica Energy (54) C.E
U8 citizen

Jake Ulrich was appointed to the Board In
January 2005, He was appolnted Managing
Director, Centrica Cnergy in 1987. He
assumed responsibility for the Group's
activities in continental Euvrope in
September 2006. Between 1994 and 1897
he was Managing Director of Accord
Energy 11d, a joint venture baetween Natural
Gas Clearinghouse (NGC) and British Gas
plc. He previously worked for NGC, Union
Carbide Corporation and the OXY/Mid
Con/Peoples Energy Group.

8. Paul Walsh

MNan-Executive Diractor (31) AN.R

Paul Walsh joinad the Board in March
2003. He is Chief Executive of Diageo plc,
having previcusly been its Chief Operating
Cfficer and having served in a variety of
management roles. He is a Non-Exacutive
Director of Federal Express Corporation,
a Governor of the Henley Management
Centre and Deputy Chairman of the
Prince of Wales International Business
Leaders Forum,

10, Grant Dawson

12, Anne Minto OBE

13, Ghris Weston

Group General Counsel and
Company Secretary C,0.E
Grant Dawson has been Group
General Coungel and Gompany
Secretary of Centrica since the
demerger from British Gas plc
in February 1897, having foined
British Gas in Octeber 1996.

14. Mark Grasbie

Director of Corporate Strategy,
Developmeant and MEA

Mark Crosbie was appointed
Director of Corporate Strategy,
Development and M&A in May
2003, Mark joined Centrica

in August 2000 from UBS.

11. Deryk King

Managing Director,

Centrica North America G.E
Deryk King is responsible for all
of Gentrica's activities in North
America. He joined Centrica

in 1998 as Senior Adviser and
Projects Direciar, responsible for

the Gompany’s European initiatives.

15. Lols Hedy-peth

Energy Director,

British Gas Residential

Lais Hedg-pelh joined Centrica
in September 2002 as tha
Prasident of U.S. Operations.
In July 2005, she joined British
Gas as Energy Director.

Group Director,

Human Resources C.E

Anne Minto was appointed Group
Director, Human Resources in
Qetober 2002. Prior 1o that she
was Director, Human Resources
for Smiths Group ple, a position
which she held since early 1998.

16. Catherine May

Graup Director of

Corporate Affairs G

Catherina May joined Centrica

as Direclor of Gorporate Affairs in
September 2006 having previously
been Group Director of Corparate
Relations for Reed Elsevier,
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Managing Director,

British Gas Services G.E
Chiris Waston was appointed
Managing Director, British Gas
Senvices in June 2005, Priot to
this he was Managing Director,
British Gas Business fram
January 2002,

17. lan Peters

Managing Director,

British Gas Business G

{an Peters joined Centrica in 2002 to
lead Goldfish, after extensive financial
serdces experience. lan became
Managing Directar, British Gas
Business in June 2005,
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Corporale Governance Heport

The Group is committed to the highest standards of corparate
governance. Throughout the year, the Company fully complied
with the provisions of the Combined Code on Corporate
Governance (the 'Code’) save for the early adaption of the 2006
revision 1o the Code as explained in the Remuneration Report on
page 34. The Company applied the principles of the Code as set
oUt in thts repont.

The Board

An effective Board of Directors leads and controls the Group. The
Board, which met eight times during the year, has a schedule of
matters reserved for its approval, This schedule and the terms of
reference for the Executive, Audit, Remuneration, Nominaticns,
Corperate Responsibility and Disclosure Committees are available
on request and on our website www.centrica.com.

The Board is responsible for:
» the development of strategy and major policies;

r the review of management performance;

» the approval of the annual operating plan, the financial
staterments and migjor acquisitions and disposals;

k- the system of internal control; and
b corporale governance,

Ore of its meetings each year is substantially devoted to the
development of strategy. Comprehensive briefing papers, including
financial information, are circulated to each Director a week prior
to Board maestings. A procedwa is in place for Directors to obtain
independent-professional advice in respect of their duties. The
Directors also have access to the advice and services of the
General Counsel & Company Secretary.

Overall altendance by Directors at meetings during 2008 was:
969 for the Board; 82% for the Audit Committes; 80% for the
Remuneration Committee; 92% for the Nominations Commitiee;
100% for the Corporate Respensibility Committes and 100% for the
Digclosure Commitize. The following Directors gave their apologies
for absence in respect of ohs or mare meetings: Helen Alexander
(one Board, one Audit); Mary Francis {one Remuneration};
Patricia Miann {two Audit, ane Remuneration); Sam Laidlaw {one
Nominations); Andrew Mackenzie {one Board, ong Remuneration);
faul Rayner {two Remuneration); and Paul Walsh (one Board, one
Audit, one Nominations, three Remuneration).

MNon-attendance at meetings was due to prior business or
personal commitments and ilness. Directors unable to attend
Baard ar Commiitiee meetlings reviewad the relevant papers and
provided comments to the Chairman or Committee Ghairman,
as appropriate. Each of the Non-Executive Directors has given
an assurance to the Chairman and the Board thal they rernain
commilted to their role as a Non-Executive Director of the Company
and will shsure that they devote sufficient time to it, including
attendance at Board and Cormmittee meetings.

Baard membership
The names of the Directors and their biographical delails, including
the Board Committea membership, appears on page 29.

Patricia Mann retired from the Board on 19 May 2006. On
1 July 2006, Samn Laldlaw was appointed to the Board, succeeding
Sir Roy Gardner, who retired on 30 June, as Chisf Executive. Mark
Clare resigned fraom the Board on 30 September 2006. On
1 March 2007, Phil Bentley will be appointed as Managing Director,
British Gas and Nick Luff will be appointsd to the Board to replace
him as Group Finance Director.

There is a clear division of responsibilities between the
Chairman and the Chief Executive, which has been formalised
in writing and agreed by the Board; and there is a balance of
Executive and independsnt Non-Executive Directors,

Throughout the year, the Chairman and the other Non-Exacutive
Directors were independent of management, In December 20086,
as part of its annual review of corporate governancs, the Board
considarad the independence of the Non-Executive Directors {other
than the Chairman) ageinst the criteria in tha Code and determined
that each remained independent. Patricia Mann remained
indepsendent untit her retirement from the Board,

Mary Francis suicceeded Patricia Mann as the Senior
Independent Non-Executive Director on 18 May 2008.
Responsibilities of the Senior Independent Non-Executive Director
include being available to shareholders if they have concerns that
contact through the nonmal channels has failed to resolve or for
which such contact is inappropriate.

Throughout the year, the Non-Executive Directors, including
the Chairman, met independenily of management on a regular basis.

Full details of Directors’ service contracts, emoluments and
share interests can be found in the Remuneration Report on pages
34 to 41,

Board appointments, svaluation and trairing

There is a formal, rigerous and transparent procedure for the
appointment of new Direclors to the Board. This is described in the
section on the Nominations Committes below. Al Directors joining
the Board are required to submit thamselves for election at the
AGM following their appoiniment. Thereafter, they are subject to
re-glection every third year. The Non-Executive Directors are initially
appainted for a threg-year term and, subject to rigorous review and
re-glection, can serve up to a maximum of three such terms. In
accordance with the Articles of Asscciation, Roger Carr, Phil Bentlay,
Sam Laidlaw and Nick Luff will refire from office af the 2007 AGM,
Upon the recommendation of the Nominations Committee, Roger
Carr and Phil Bentley will be proposad for re-slection to serve further
threa-year terms and, being their first AGM since their respective
appolintments to the Board, Sam Laldlaw and Nick Luff will be
proposed for election to sarve initial three-year terms.,

During the year, the Board condusted, with the assistance
of an independent extemal facilitator, JCA Group, a formal and
rigorous evaluation of its own performance and thal of its
Committees and Individual Directors. The Board evaluation buiit on
the postiive results and output from the previous year’'s evaluation
and covered a number of toplics including the effectiveness of the
Chairman and the Board as a whole, the individual contributions of
the Nen-Executive and Executive Directors, the mix of skills on the
Board, the development of our strategy, risk management, Board
processes and links between the Board and the businesses.

The process adopted involved the same faciitator interviewing
separately each of the Directors and the General Counsel &
Company Secrstary. In addition, the Senior Indapendent
Non-Executive Directer chaired a mesting of the independent
Non-Exscutive Directors in the absence of the Chairman to appraise
the Chalrman’s performance. The output from those interviews
was compited into a report prepared by the faclliitator and this was
prasented to the Board at its maeting In November 2008, along
with & number of recormmenciations to address the issues raised,

The evaluation report concluded that during the year, the
Board had made significant progress in terms of addressing the
key stralegic challenges facing the Group, as well as the operational
lssues. The report also concluded that the appointment of a Chief
Executive with exiensive upstream experience would strengthen the
workings of the Board.

The Board will continue to review ifs procedures, its effectiveness
and development in the year ahead,

As part of the parformance managament system that applies
to management at all levsls zcross the Group, the Chisf Executive’s
performance is reviewed regularly by the Chairman and that of the
other Executive Directors by the Chief Executive. The Remuneration
Committee assesses the performance of the Executive Directors in
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conngction with its determination of remunaration lsvels as
explained in the Remuneration Report on pages 34-41.

The Cireclors recsive ongoing training including an induction
programme tailored to meet the needs of the individual. At Board
meetings, the Directors also receive regular updates on changes
and developments to the business, and to the legislative and
regulatory environments. During the vear, the Board was briefed on:
commedily risk and hedging strategy; the risks and opportunities
of upstream exploration activities; directors' liabilties, including tha
new requirements relating to disclosure of information to the
auditars; and t