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Columbus, OH 43215-3793 L %
RE: Direct Energy Businass, LLC (f/kia St ic En LL newal lication —

Docket 00-1758-EL-CRS

Ta Whom It May Concern:

Enclosed piease find an original and ten copies of the Renewal Application of Direct Energy
Business, LLC in PUCQO Docket No. 00-1758-EL-CRS.

Please note that Direct Energy Business is requesting confidential freatment of Exhibits C-3, C4
and C-5. As such, Exhibits C-3, C-4 and C-5 are being filed separately under seal in accordance

with Rule 4901-1-24 of the Ohio Adminisirative Code. Redacted versions of these exhibits are
included in this submission.

If there are any questions or comments regarding this submission, please contact me,

Carl W. Boyd

Manager of Regulatory Compliance & Licensing
Direct Energy Business, LLC
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The Public Utilities Commission of Ohio

RENEWAL APPLICATION FOR RETAIL GENERATION PROVIDERS

AND POWER MARKETERS

Please print or type all required information. Identify all attachments with an exhibit label and
title (Example: Exhibit A-11 Corporate Structure), 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 Ohic, Docketing Division; 180 East Broad Street,
Columbus, Ohio 43215-3793.

A-3

This PDF form is designed so that vou may input informatien directly onto the form.
You may alse download the form, by saving it to your lecal disk, for later use.

RENEWAL INFORMATION

Applicant intends to be renewed as: (check all that apply)

ORetai! Generation Provider OPower Broker
Power Marketer [ Aggregator

Applicant’s legal name, address, telephone number, PUCQ certificate number, and
web site address

Legal Name Direct Energv Bustness, LLC (I/k/a Strategic Energy, LLC)

Address Two Gateway Center, 3th Floor, Pittsburgh, PA 15222

PUCO Certificate # and Date Certified 00-005(4); 9/2/08 (reflecting name change)
Telephone #(412) 394-5600 Web site address (if any) www.directenergybusiness.com

List name, address, telephone number and we b site address under which Applicant
does business in Ohio

Legal Name Direct Energy Business, LLC
Address Two Gateway Center, 9th Floor
Telephone #{412) 394-5600__ Web site address (if any) www.directenergyhusiness.com



http://www.directencrEybusiness.com
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A4

A-5

A6

A-7

A-8

A9

A-10

A-11

List all names under which the applicant does business in North America
Direct Energy Business, LLC

Contact person for regulatory or emergency matters

Name_Tanya Paslawski

Title Manager, Government and Regulatory Affairs

Business address 120 N. Washington Sq., Suite 805, Lansing, MI 48933
Telephone # (517) 579-7105 Fax # (517) 819-9683
E-mail address (if any)_tanya.paslawski@directenergy.co)

Contact person for Commission Staff use in investigating customer complaints

Name Kerry Hughes

Tifle_Custumer Relations Mansger

Business address Two Goteway Center, 9th Floor, Pitisburgh, PA 15222
Telephone # (412) 394-6493 Fax # (412) 394-3388
E-mail address (if any)_kerry.hughes@directenergy.com

Applicant's address and tolHree number for customer service and complaints

Customer Service address Two Gateway Center, 9th Floor, Pittsburgh, PA 15222
Tolkfree Telephone # (888) 925-9115 Fax # (412) 394-3388
E-mail address (if any) customerrelations@directenergy.c:

Applicant's federal employer identification number # 23-1821047

Applicant’s form of ownership (check one)

OSole Proprietorship OPartnership
DLimited Liability Partnership (LLP) [1.imited Liability Company (LLC)
LCorporation 0 Other

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit_A-10 "Principal Officers, Directors & Parimers" provide the names, titles,
addresses and telephone numbers of the applicant’s principal officers, directors, partners,

or other similar officials.

Exhibit A-11 "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 companies that supply retail or wholesale electricity or natural gas to

customers in North America.
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B-3

B4

B-5

MANAGERIAL CAPABILITY AND EXPERIENCE

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit B-1 “Jurisdictions of Operation,” provide a Ist 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 or
wholesale electric services.

Exhibit B-2 "Experience & Plans," provide a description of the applicant’s experience
and plan for contracting with customers, providing contracted services, providing billing
statements, and responding to cusiomer inquiries and complaints in accordance with
Commission rules adopted pursuant to Section 4928.10 of the Revised Code.

Exhibit B-3 "Disclosure of Liabilities and Investigations," provide a description of all

existing, pending or past milings, judgments, contingent liabilities, revocation of
authority, regulatory investigations, or any other matter that could adversely impact the
applicant’s financial or operational status or ability to provide the services it is seeking to
be certified to provide.

Disclose whether the applicant, a predecessor of the applicant, or any principal officer of
the applicant have ever been convicted or held liable for fraud or for violation of any

consumer protection or antitrust laws within the past five years.
No O Yes

If yes, provide a separate attachment labeled as Exhibit B4 "Disclosure of Consumer
Protection Violatigns” detailing such violation(s) and providing all relevant documents.

Disclose whether the applicant or a predecessor of the applicant has had any certification,
license, or application to provide retail or wholesale electric service denied, curtailed,
suspended, revoked, or cancelled within the past two years.

No OYes

If yes, provide a scparate atachment labeled as Exhibit B-S5 "Disclosure of
Certification Denial, Curtailment, Suspension, or Revocation” detailing such
action(s) and providing all relevant documents. '

FINANCIAL CAPABILITY AND EXPERIENCE

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 in Exhibit C-1 or indicate that Exhibit C-1 is not applicable and why.



C-3

C4

Cs

C-6

C-8

C-9

Exhibit C-2 “SEC Filings,” provide the most recent 10-K/8-X 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 that
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 gatements covering the life
of the business.

Exhibit C-4 “Financial Arrangements,” provide copies of the applicant's financial
arrangements to conduct CRES 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 CRES operation, along with a list of assumptions, and the name, address, e
mail address, and telephone number of the preparer.

Exhibit C-6 “Credit Rating,” provide a statement disclosing the applicant’s 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 &
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, povided 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 credit report from
Experion, Dun and Bradstreet or a similar organization.

Exhibit C-8 “Bankruptey Information,” provide a list and description of any
reorganizations, protection from creditors or any other form of bankrupicy filings made

by the applicant, a parent or affiliate organization that guarantees the obligations of the
applicant or any officer of the applicant in the current year or within the two most recent
years preceding the application.

Exhibit C9 “Merger Information,” provide a statement describing any dissolution or
merger or acquisition of the applicant within the five most recent years preceding the
application.



D. TECHNICAL CAPABILITY

D-1

D-2

D4

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit D-1 “Operations” provide a written description of the operational nature of the
applicant’s business. Please include whether the applicant’s operations include the
generation of power for refail sales, the scheduling of retail power for transmission and
delivery, the provision of retail ancillary services as well as other services used fo arrange
for the purchase and delivery of electricity to retail customers.

Exhibit D2 “Operations Expertise,” given the operational nature of the applicant’s
business, provide evidence of the applicant’s experience and technical expertise in
performing such operations.

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

Exhibit D-4 “FERC Power Marketer License Number,” provide a statement
disclosing the applicant’s FERC Power Marketer License number. {Power Marketers
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%na?re of Applicantwmtf Title
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Sworn and subscribed before me this 1 day of 0@:"6&-’ s élﬁbi_
Month Year

Signature of official administering oath Print Name and Tide

Gobtaow A. Boger Colleer A. Bocal , Hetery,

My commission expiTes on __;@A-L ¥ Jdoys

COMMONWEALTH OF PENNSYLVANIA
' Notarial Seal
Colleen A. Beall, Notary Public
City Of Pittsburgh, Allegheny County
My Gomnmission Expires Apr. 8, 2010

Membaer, Pennsylvania Assodiation of Notasdes




AFFIDAVIT

State of Pennsylvania:

County of Allegheny :

‘-/6‘ Frad Dr T RIE- H | Affiant, being duly sworn/affirmed according to law, deposes and says that:

He/Sheis the C TEF W @Ff?&m (title) of Direct Energy Business, LLC;

That he/she is authorized te and does make this affidavit for said Applicant,

10.

The Applicant herein, attests under penalty of false statement that all statements made in the
application for certification renewal are true and complete and that it will amend its application while
the application is pending if any substantinl changes occur regarding the information provided in the
application.

The Applicant herein, attests it will timely file an annual report with the Public Utilities Commission
of Ohio of its intrastate gross receipts, gross earnings, and sales of kilowatt-hours of electricity
pursuant to Divigion (A) of Section 4905.10, Division (A) of Section 4911.18, and Division (F) of
Section 4928.06 of the Revised Code.

The Applicant herein, attests that it will timely pay any assessments made pursuant to Sections
4905.10, 4911.18, or Division F of Section 4928.06 of the Revised Code.

The Applicant herein, attests that it will comply with all Public Utilities Commission of Ohio rules or
orders as adopted pursuant to Chapter 4928 of the Revised Code.

The Applicant herein, attests that it will cooperate fully with the Public Utilities Commission of Ohio,
and its Siaff on any utility metier including the investigation of any consumer complaint regarding any
service offered or provided by the Applicant.

The Applicant herein, attests that it will comply with all state and/or federal rules and regulations
concerning consumer protection, the environment, and advertising/promotions.

The Applicant herein, attests that it will fully comply with Section 4928.09 of the Revised Code
regarding consent to the jurisdiction of Ohio Courts and the service of process.

The Applicant herein, attests that it will use its best efforts to verify that any eniity with whom it has a
contractual relationship to purchase power is in compliance with all applicable licensing requirements
of the Federal Energy Regulatory Commission and the Public Utilities Commission of Ohio.

The Applicant herein, attests that it will cooperate fully with the Public Utilities Commission of Ohio,
the electric distribution companies, the regional transmission entities, and other electric suppliers in the
event of an emergency condiiion that may jeopardize the safety and reliability of the electric service in
accordance with the emergency plans and other procedures as may be determined appropriate by the
Commission.

1f applicable to the service(s) the Applicant will provide, the Applicant herein, attests that it will adhere
to the reliability standards of (1) the North American Electric Reliability Council (NERC), (2) the
appropriate regional reliability council(s), and (3} the Public Utilities Commissioen of Ohio. (Only
applicable if pertains to the services the Applicant is offering)



11, The Applicant herein, attests that it will inform the Commission of any material change to the
information supplied in the renewal application within 30 days of such material change, including any
change in contact person for regulatory purposes or contact person for 5taff use in investigating
customer complaints.

That the facts aboveget forth are true and correct to the best of his/her knowledge, information, and belief and that

Ll
Sworn and subscribed before me this 15 day of ZSQ ;{‘_16” LY ¥

Month Year
s . Seant g’!lf-e.e..nA. _&(.lf'_milw)
1ignature of official administering oath Print Name and Title
My commission expires on 2 10

COMMONWEALTH OF PENNSYLVANIA

Nctarial Seal
Colisen A. Beall, Notary Public
Cly Of Pittsburgh, Allegheny County
My Commigsion Expires Apr. 8, 2010

Mamber, Pennsytvania Association of Notarias




The following is a current list of the Officers of Direct Energy Business, LLC:

Maura Clark
President
(203) 328-3543

John Dietrich
Chief Operations Officer
{412) 394-4329

Paul Dobson
Senior Vice-President, Finance
{412) 394-5600

Mike Young
Senior Vice-President, Sales
{412) 394-6951

Lisa Delsante
Assistant Secretary
(203) 328-3572

Exhibit A-10
Principal Officers, Directors and Partners

Direct Epergy Business, LLC
(tka Strategic Energy, LLC)



Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit A-11
Corporate Structure

Direct Energy Business, LLC (fka Strategic Energy, LLC) is a Delaware Limited Liability
Company that, as of June 2, 2008, is wholly owned by Direct Energy Services, LLC. Direct Energy
Services, LLC is an indirect wholly owned subsidiary of Centrica ple. Direct Energy Business, LLC hasno
subsidiaries, Direct Energy Services, LLC, Direct Energy, LP, CPL Retail Energy, LP and WTU Retail
Energy, LP are the only companies affiliated with Direct Energy Business, LLC that supply retail or
wholesale electricity and/or natural gas to customers in North America. See also Exhibit B-1—
Jurisdictions of Operation.



Exhibit B-1

Direct Energy Business, L1.C
(fka Strategic Energy, LLC)

Jurisdictions of Operation — Direct Energy Business, LLC (fka Strategic Energy, 1LLC)

Name and Address Issued by’ License Number Date

1. { Direct Energy Business, LLC California ESFP #1351 May 1, 2000
2 Gateway Center, 9" Floor
Pittsburgh, PA 15222

2. | Direct Energy Business, LLC Conmecticut Docket No. September 27,
2 Gateway Center, 9" Floor 00-05-14 2000
Pittsburgh, PA 15222

3. | Direct Energy Business, LLC Delaware” Docket No. August 18, 1999
2 Gateway Center, 9™ Floor 99-400
Pintsburgh, PA 15222

4. | Direct Energy Business, LLC District of EA-04-4-4 May 11, 2004
2 Gateway Center, 9" Floor Columbia’
Pittsburgh, PA 15222

5. | Direct Energy Business, LLC Illinois Docket No. Febmary 8, 2005
2 Gateway Center, 9 Floor 04-0811
Pittsburgh, PA 1522

6. | Direct Energy Business, LLC Maryland IR-437 March 27, 2002
2 Gateway Cener, 9" Floor
Pittsburgh, PA 15222

7. | Direct Energy Business, LLC Massachusetts CS-021 December 2,
2 Gateway Center, 9* Floor 1999
Pittsburgh, PA 15222

8. | Direct Energy Business, LLC Michigan U-13609 November 7,
2 Gateway Center, 9™ Floor 2002
Pittsburgh, PA 15222

0O, | Direct Energy Business, LLC New Jersey ESL-0027 August 18, 1999
2 Gateway Center, 9" Floor
Pittsburgh, PA 15222

10. | Direct Energy Business, LLC New York Letter Dated May 18, 1998
2 Gateway Center, 9™ Floor 5/18/98
Pittsburgh, PA 15222

11. | Direct Energy Business, LLC Ohio Certificate October 27, 2000
2 Gateway Center, 9" Fioor 00-005(i)
Pittsburgh, PA 15222

12, | Direct Energy Business, LLC Oregon” Order January 10, 2002
2 Gateway Center, 9™ Floor 02-072
Pittsburgh, PA 15222

! State references are to Public Utility Commission or equivalent state agency.

? Direct Energy Business has a license in Delaware, District of Columbia and Rhode Island, but is not currently
supplying electricity in those states. Direct Energy Business relinquished its license in Oregon.



Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit B-1
Turisdictions of Operation — Direct Energy Business, LLC (fka Sirategic Energy, LLC) (cont’d)

13. | Direct Energy Business, LLC Pennsylvania A-110025 January 1, 1999
2 Gateway Center, 9" Floor
Pittsburgh, PA 15222

14. | Direct Energy Business, LL.C Rhode Island” D-96-6(2) Jemuary 9, 1998
2 Gateway Center, 9° Floor
Pittsburgh, PA 15222

15. | Direct Energy Business, LL.C Texas Certificate February 20, 2001
2 Gateway Center, 9™ Floor 10011
Pittsburgh, PA 15222

? Direct Energy Business has a license in Delaware, District of Columbia and Rhode Island, but is not currently
supplying electricity in those states. Direct Energy Business relinquished its license in QOregon.



Direct Energy Business, LLC
(fka Strategic Energy, L1.C)

Exhibit B-t

Jurisdictions of Operation - Direct Energy Services, LLC

Other states in which Direct Energy Services, LLC is now or has been engaged in the retail sale of eleétricity
or natural gas and the names under which the Applicant is engaged in such business(s):

Name:
Business Address;

Direct Energy Services, LLC (“Direct Energy™)
12 Greenway Plaza, Suite 600,, Houston, TX 77046

States where Direct Energy is licensed and now engaged in the retail sale of electricity or gas:

License #/State of Issuance:
License #/State of [ssuance;
License #/State of Issuance:
License #/State of Issuance:
License #/3tate of Issuance:
License #/State of Issuance:
License #/State of Issuance:
License #/State of [ssuance;
License #/State of Issuance:
License #/State of [ssnance:
License #/State of Issuance:
License #State of Issuance:
License #/State of Issuance:
License #/State of Issnance:
License #/State of Issuance;
License #/State of Issuance:
License #/State of Issuance:
License #/State of Issuance:

Docket # 06-03-06/Connecticut;, Power
Registration # 01-04/Connecticut; Natural Gas
Order No. 13816/District of Columbia; Power
Centificate No. 6790/Delaware; Power

Docket # 05-0722/1linois; Power

Docket # 05-0086/Illinois; Natural Gas
License CS-047/Massachusetts, Power
License GS-028/Massachusetts; Natural Gas
License IR-719/Maryland; Power

Docket # 2005-479/Maine; Power

Case No. U-14537/Michigan; Natural Gas
Docket # EEQ05090787L/New Jersey; Power
Letter Order of 11/2/2004/New York; Power & Natural Gas
License 02-024(3)/Ohio; Natural Gas

License A-110164/Pennsylvania; Power
License A-125135/Pennsylvania; Natural Gas
Docket # D-96-6{UZ)/Rhode Island; Power
Docket # 2379(T1)/Rhode Island; Natural Gas

States where Direct Energy is licensed but NOT engaged in the retail sale of electricity or gas:

License #/State of Issuance;
License #/State of Issuance:
License #/State of Issuance;
License #/State of Issuance:
License #/State of Issnance:

License IR-791/Maryland; Natural Gas
Case No, U-14724/Michigan; Power
License 00-0019(3)/Ohio; Power

License GLS-0077/New Jersey, Natural Gas
License 1342/Califonia; Power

Affiliate(s) other than a regulated electricity of natural gas utility engaged in the retail sale of electricity, or

electricity supply services, or natural gas:

Name:
Business Address:
License #/State of Issuance:

Location (Utility Service Territory):

Name:
Business Address:
License #/State of [ssuance:

Location (Utility Service Territory):

Name:
Business Address:
License #/State of Issuance:

Location (Utility Service Territory):

Direct Energy, LP
12 Greenway Plaza, Suite 600,, Houston, TX 77046
Rep# 10040/ Texas

TXU, Centerpoint, Texas New Mexico, AEP Central, AEP Texas North

CPL Retail Energy, LP

12 Greenway Plaza, Suite 600,, Houston, TX 77046

Rep# 10023/ Texas

TXU, Centerpoint, Texas Mew Mexico, AEP Central, AEP Texas North

WTU Retail Energy, LP

12 Greenway Plaza, Suite 600,, Houston, TX 77046

Rep# 10022/Texas

TXU, Centerpoint, Texas New Mexico, AEP Central, AEP Texas North



Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit B-2
Experience and Plans

Direct Energy Business serves over 3,000 mw of retail electric load. It has over 16,000 customers
and 56,000 accounts, most of whick are in the commercial and industrial rate classes. Direct Energy
Business’s retail electric customers are located in the following states: California, Connecticut, Hlinois,
Massachusetts, Michigan, New Jersey, New York, Maryland, Ohio, Pennsylvania and Texas. Direct
Energy Business is also licensed to serve customers in Delaware, District of Columbia and Rhode Island.

Direct Energy Business does not own any generation. It purchases power in the open market from
a variety of sellers. It schedules power for its retail customers through its 24-hour Power Coordination
Center. The Power Coordinators schedule generation and transmission and satisfy the necessary grid
protocols to deliver the generation portfolio to the load.

Direct Energy Business receives load history data from utilities in various electronic forms,
depending on the utilities’ capabilities, Likewise, Direct Energy Business subimits customer enrollment
data ¢lectronically to the host utility, preferably via EDI. The customers’ monthly meter-read data is sent
electranically from the utilities to Direct Energy Business. Computer programs create the customers’ bills
in Direct Energy Business’s Pittsburgh office. Computer programs also forecast load for Direct Energy
Business’s customers for use by the Power Coordination Center. The Direct Energy Busmess Customer
Relations department is also located in Pittsburgh.

Direct Energy Business meets all of the Ohioc Commission’s requirements as defined in Section
4928.10 of the Ohio Revised Code and meets its retail electric customers’ expectations. Direct Energy
Business provides our customers with adequate, accurate and understandable pricing terms and conditions
of service by a document containing the terms and conditions of pricing and service, before that customer
enters into the contract for service. Direct Energy Business adheres to the rules on the minimum content of
customer bills which include, among other things, price disclosure, disclosure of total billing units for the
billing period, and historical annual usage, Also, to the maximum extent practicable, Direct Energy
Business provides a separate listing of each service component to enable a customer to recalculate its bill
for accuracy and identifies the supplier of each service. Direct Energy Business also provides in its billing
statement where and how payment may be made as well as our toll-free customer service number, where
customers can direct inquiries and complaints, In addition, Direct Energy Business provides customers
with the toll-free or local customer assistance and complaint numbers for the electric utility company and
state agencies with available hours of operation. Direct Energy Business highlights and clearly explains, on
each bill for two consecutive billing periods, any changes in rates, terms or conditions of service.

Following is the outline of Direct Energy Business’s description and plan for handling customer
inquiries and complaints pursnant to Section 4928.10 of the Ohio Revised Code.



Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit B-2
Experience and Plans

Customer Relations Department

L.

10.

1.

Direct Energy Business’s Customer Relations Representatives are available Monday through Friday,
8:00am to 5:00pm Eastern Time to answer customer inquiries regarding Direct Energy Business’s
bills, customer account balances, payment information, consolidated billing, and billing address or
contact name changes.

Direct Energy Business’s Customer Relations Representatives can be reached by calling
1.888.925.91135 or 412.394.5600, or through our feedback form on the company website at
www.directenergybusiness.com.

Customer inquiries and complaints are directed to the Customer Relations Department, where they are
responded to quickly and courteously by Direct Encrgy Business’s Customer Relations
Representatives, Representatives record and classify inquiries and complaints in Direct Energy
Business’s customer database.

Direct Energy Business’s Customer Relations Representatives attempt to resolve customer inguiries on
first contact.

If a customer needs additional assistance, Direct Encrgy Business’s Customer Relations Representative
will inform the Supervisor of Customer Relations, who will assist with the customer inquiry. This may
also require that the Customer Relations Department work in conjunction with the sales team and/or
billing department to resolve the inquiry or complaint.

Direct Energy Business’s Customer Relations Representative will then follow-up with the customer by
phone or fax within 72 hours of the initial customer inquiry,

The Supervisor of Customer Relations tracks customer inquiries on a weekly basis.

The customer has the right to terminate their contract with Direct Energy Business as outlined in
Sections 16 and 17 of Direct Energy Business’s Power Supply Coordination Agreement,

The customer has the responsibility to pay for Power Supply Coordination Services provided as
outlined in sections 8, 9 and 10 of Direct Energy Business’s Power Supply Coordination Agreement.

Direct Energy Business maintains cnstomer account numbers, meter numbers and monthly usage as it
is provided electronically by the customer’s host utility.

Direct Energy Business does not disclose customer information to any third party unless Direct Energy
Business receives a written request from the customer to release account information,


http://www.directenerevbusiness.com

Direct Energy Business, LLC
{fka Strategic Energy, LLC)

Exhibit B-3
Disclosure of Liabilities and Investigations

Direct Energy Business, LLC does not have any existing, pending or past rulings, judgments,
contingent liabilities, revocation of authority, regulatory investigation, or any other matter that could
adversely impact its financial or operations status or ability to provide the services it is seeking to provide.



Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit C-1
Annual Reports

The corporate owner of Direct Energy Business, LLC is Direct Energy Services, LLC, an indirect
wholly owned subsidiary of Centrica plc. The Annual Report and other relevant filings of Cenirica plc are
too voluminous to be reproduced herein. As such, Annual Summary Reports for years 2006 and 2007 are
included for reference. In addition, the full Annual Report of Centrica plc can be accessed at the following
web page: hittp://www.centrica. com/files/reports/2007ar/index asp?pageid=4,



http://vyww.centrica.com/files/reports/2007ar/index.asp?pageid=4
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12 months ended 31 Decamber

2005

Financial highlights
Group turnover”

Operating profit™
Adjusted basic earnings™ per share

£1,513m

g.)__rdinary dividend per share

Statutory results

18.2p

10.50p

Group turnover”®

£13.4bn

Qperating profit”

£1,957m

Basic (loss)/earnings

per sh_alje_ |

Turnavers by business
{em)

2 Elr\fish Gas Senvicas

# Centrica Energy

% Centrica Storage
# Centrica North America
W Burope

Spthar'

27.4p

Operating profi® by business
£my




Rager Carr
Chalnan

Securing
shareholder
value

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

Chairman’s Statement

We achleved a good underlying financial
performance daspite the challenging
clrcumstanices through the year and
deliverad sound earnings* grawth.

in the winter of 2005/06, gas
shortages in the UK and increasing
worldwide demand for energy drove
wholesala prices to record levels,
necessitating price increases. The
management team sought to minimise
the effect of these by containing costs
and developing innovative praducts.

Later in the year, new gas pipslinas
from Norway and Holland, undarpinned
by contracts entered into by British
Gas, came on-gtraam. This changs
in the balance of supply and demand,
combined with a fall in global oil prices
and a warmer than expeactad autumn,
lowered wholesale gas prices, enabling
British Gas to arnounce prica reductions
from March 2007.

The Board proposes a final dividend
of 8.0 pence for payrment in Juns 2007,
bringing our full-year dividend to
11.15 pence, representing a 6%
year-on-year increase. f mors benign
market conditlens continue, we may
be able to consider reinstating our
share buyback programme.

Management changes

Sam Laidlaw bacame Chief Executive
in July, following Sir Roy Gardner's
retirement, Mark Clare, Managing
Director of British Gas Residential,

left the Company. Patricia MannOBE retired,
and her role as Senior Non-Executive
Director was assumed by Mary Francis
CBE. Sadly, Patricia died later in the year.

Cantrica share performance
[pance)

Jan 2001 Tec 2008
# Centrica plc 1 FTSE 100 Relative

* Inciuding joirt ventures ant associates stated net of
interest and faxation, and txfore excepticnal tams
and certain re-Measurements.
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Phil Bentley moves to the role of
Menaging Director, British Gas, following
the appointment of Nick Luff as Group
Finance Director. Jake Uirch is now
responsibie for our continental
European operations.

We established a main Board
committee to lead our corporate
responsibility strategy, chaired by
Mary Francis.

Our employees
Qur employeas worked particularly
hard in responding to the unusually
demanding environment. | thank them
all for thair loyalty and dedication.
Tragically the risks of working offshore
wera again made evident when six
psople, four of them Centrica employees,
were Killed in a helicopter accident in
Marscambae Bay at Christmas, with a
seventh persen still missing, presumed
dead. Qur thoughts and deepest
sympathies are with their families.

The fuiure

Wa begin 2007 under new leadership
and with continued commitment to the
twin goals of customer service and
shareholder value creation. Lower
wholesale enargy pricas have provided
us with the opportunity to reduce retail
prices and we expect the completion
of new systems 10 help address the
service levels. We will also continue our
search for cost-effactive supply sources
ta rebalance our market exposure and
sharpen our competitive edge.

QOur cost structure will be the focus
of continued stringent appraisal, and
our commitment to mest tha growlng
consumer demand for energy efficiency
will be at the heart of our endeavours,

Roger Carr
Chalrman
22 February 2007
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Group Overview

Centrica has energy businesses in the UK, North America and Europe,
and increasingly sources gas further afield.

@ Our upstream business

are committed to
developing renewable

of our UK gas needs
were sourced from
overseas in 2006

of the UK's storage
capacity is owned by
Centrica Storage

02 Gonteloa pic Annuat Review 2008



-We supply energy
to homes

We are Britain's largest gas and

electricity retailer, supplying 49%
of the residential gas market and
K 22% of reSIdentlaI electricity

' We supply energy
to busmesses '
in Bntam, wearea major ﬁué'plker ’

. pfgtis &nd electricity tothe
commerclal sector W‘e a&m

;;fzm

. residential energy
-+ accounts worldwide

100%

of our UK business
. customers will be
given a personal

account manager

8,676

engineering staff
are employed by
British Gas
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Ghief Executive’'s Review

Against a backdrop of unprecedented
volatiity Centrica produced a solid set
of financial results.

Our UK retail businesses have had
a difficult year, but alt have met the
challenges with determination.

High wholasale prices meant British
Gas Residential made a significant
loss* in the first six months of the year.
Despite continuing to launch innovative
praducts, includng the very successhul
Fix and Fall offering, we lost 1,029,000

. energy accounts,
2‘;;} [éi:;ﬁ::a Once the outlook for wholesale
prices bocame clearer, British Gas
took the (gad in announcing a price

] | |
duction t idlential cust
Delivering  mtesensone
ffactive f 12 March 2007.
our strategy 5 e senicss imshea

the year strongly as the changes we
made 1o systems, management and
processes improved both operational
and service measures.

A fire at the Bough storage facility
led to a four-month shutdown. An
exceptional affort by the Centrica

7 Sterage team restared operations
Qi in time ior the start of the winter
e . production season, enabling the asset
Financially the business to deliver another strong financial resutt.

| performead well in a difficult In North America, Direct Energy
| year. While good orogress is hgd another year of recorpl figures
| being made thera is further with turnover up 15%, primarily

bacause of strong growth in business

work 10 be done fo improve markets and in Texas. Dagpite this

the British Gas service strong overall growth, degisive action
levels, reduce our cost base was taken 1o reduce costs, nesulting
and develop our services, in 450 job losses during the year.
energy efficiency and The Europeen business made
intemational businesses. considerable progress, moving firmly
o into profit®.

L Centrica regards safety as a top
priotity and is committed to providing

a healthy and safe environment for
employses and the communities it
touches, It was, therefore, distressing
that the year ended on such a tragic
note with a helicopter accident in the
Morecambe Bay area, claiming the lives

of six paaple, four of them iong-serving
Centrica empioyees, with a seventh
person still missing, presumed dead.
We have set up a memaorial trust in
their name,

Outlook

The cora busingsses remain strong and
wa are in an enviable position in most
of our markets.

In addition, the wholesale pricing
environment is starting to improve.
However, it is clear that the returns
in our residential business in the UK
have been low and we have been
over-exposed 10 the rapidly rising
wholesaie cost of the energy we
supply to our customers. We have
also delivered kass than satisfaciory

" customer servica in British Gas as

wa moved our customer data from a
number of old systems on to a single
computerised system.

| have set out soma claar priorties:

+ Transform British Gas;

¥ Sharpen up the organisation and
reduce costs;

+ Reduce risk by adding new sources
of gas and power,

¥ Build on our multiple growth platforms,

We made some progress on this
agenda during the second half of the
year, As well as the price reduction,
we launched our Essentials Tariif
to provide protection to our most
vulnerable customers., The service
lsvels in our British Gas Senvices
business have shown a significant
improvemnent and our attention is
naw firmly focused on service levels
in the residential business.

We have restructured parts of
the corporate centre, British Gas
Residential and British Gas Servicas,
resulting in around 1,550 job losses.
We wil continue to review the stnucturs
of our business and seek further
efficiencies. British Gas Resiclential is
on track to return to a more sustainable

* fnciuding jaint ventures and associales stated net of
interest and taxation, and before exceptionai itams and
certain re-mpasuremernts,
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operating margin® and to arrast the
decling in customer numbers.

We expect gas production levels
to be broadly flat on 2006 in Centrica
Energy and we should see further
growth in British Gas Business. In
British Gas Services we believe the
investment we have made in new
systems, management and processes
will deliver significantly improved
financial performance in 2007.

In North America, revenue and profit*
are expacted 10 increase, with further
growth in business markats mainy
in the northeastern United States,
Further expansion in cantinental Europe
remains important. However, we remain
cautious about the potential for making
further inroads in the short term.

Global warming is taking en
greater impartance for governments,
companies and consumers allke. Whils
Centrica already has the lowest carbon
intensity profile of the major UK power
suppliers, we will continue to expand
our investments in the area of renewable
energy and promote the use of energy-
efficient technology by consumers.

We will also capitalise on our tnigue
expertise and capability to deliver
energy efficiency advice, services
and products to our business and
resiclantial customers,

| am aptimistic for 2007, which
i feal sure will be an important year
in Centrica’s development. | anticipate
making real progress and delivering
& stap up in the performance of
the business,

% Ll

Bam Laidlaw
Chief ExpoLtive

Securing the
loyaity of our
customers

Customers are at the centre
of our operation, so we are
developing innovative ways
of delivaring a hetter service
offering tor our residential
and business markets.

page 6

Securing
Our posit
internationaliv

Tols:

Our Direct Energy business has
enhanced its service package for
customers in Canada, strengthened
its upstream power portfolio

in Texas and grown our position
in our US markets.

Securing future
energy supplies

With the UK now a net importer
of gas, our expertise in securing
new supplies for our customers
and our investment to underpin
new enargy infrastructurs have
become essential,

page 9

Securing a
sustainable
future

Green energy generation and
energy efficiency have become
key to our way of operating.

Wo are working to minimise

our carbon footprint and to help
our customers raduce theirs.

page 13







Turnover increased by 18% to
£7.1 villion, and operating profit*
rose by 6% to £35 million.

At the end of Dacember, we had
18 milion energy accounts, a net loss
of 1,028,000. But launching innovative
products, such as Fix and Fal,, has
helped to contain customer lossas.,

We moved 95% of our customer
accounts on to our new billing system
but this transfer process, combined
with increased calls experienced when
prices went up, meant customer
senvice levels dropped. In rasponss,
we increased front-line staff by 800. We
plan to make ongoing cost savings by,
for example, closing some of our offices,

We installed more than 13 million
energy afficiency measures, such as
loft and cavity wall insulation, with an
gOuivalent carbon saving of 1 million
tonnas. We also have a range of energy
efficiency services, including our Energy
Savers Report, which 1.5 million
customers completed in 2006,

British Gas was selected as an
acecredited supplier for the Government's
Low Carbon Buiding Programre, the
cnly company to gain that status across
al! five microgeneration technologies.

2

et Gas®

* inclucing joirt ventures and assocates stated net
ofintarest and taxation, and pefora exceptional iterns
and carfain re-measurements.

We increassd our total supply points
by 2.5% to 932,000, despite increasing
prices 1o customars. Highar churn rates
were more than offsat by a strong salss
performance, small and medium-sized
anterprise (SME) cantract renewai levels
of over 95% and further improvements
in retaining corporate customers.
Turmnover rose by 53% to £2.3 billion
because of price rises, growing
customer numbers and higher average
consumption as a rasult of winning a
number of large corporate accounts.
Operating profit* climbed 13% to
£87 million despite a significant loss™
before thz price increase in March.
Profit™ in the second half was markedly
higher as tariff increases took effect and
wholesale costs reduced. Operating
costs went up, partly because of
invesiments in a new billing system
and higher sales and marketing costs.
We made progress on a customer
service initiative that will create a
single named point of contact for
sach cusiomer and on the deployment
of new technology and processes.
We also continued to establish
our position as an industry leader
by supplying smart meters that
provida real-time consumption
data to help gustomers improve
their energy sfficiency.

Low temparatures in early 2008 led

t0 a record number of cali-outs, which
put extra pressure on operations and
affacted service levels. But oparational
parformance improvad considerably in
the second half as process and system
changes wers implamented. This
rastructure resulted in 390 job losses.

In additicn, the second half of the
yaar saw a stronger performance in the
central heating installation business with
a 9% increase on the same period ast
year, recovering much of the fall in the
first half,

Turnover was up by 8% at
£1.1 billion as tha number of contracts
rose by 4% to just over 7 millon.
Operating profit* went down by 8% to
£102 milion because of the increased
breakdown calil-outs and the exira cost
of parts required for the repairs in the
first haff of the year. The second half
showed a year-on-vear improvament
of 12%.

During the year, we installad around
90,000 energy-efficient bollars and our
engineers are now providing sclar themal
products for domestic customers.

BrfﬁMGasﬁ

oo
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We faced a challenging ysar and
operating profit* was down 24% at
£686 million because of lower gas
production levels and the forecast
incraased lossas” in the industrial
and wholesale business.

Gas
Operating profit™ from gas production
was down 15% to £864 million dus
to a 37% reduction in gas volumes.
Morecambe production volumes
were down 51%, partly because
we switched the field off in response
to lower gas prices.
in addition to a £153 million
acquisition of a 4.84% stakae in the
Statfiord field, we invested £10Q million
on mainteining and developing our
upstrearn assets, Wa also spent around
£17 milion on gas exploration in the UK.
We successfuily participated in
explaration licensing rounds, and now
have areas in Norway, Egypt, Migeria
and the UK. We have alsc entered the
Trinidad licensing round.

Elactricity

We generated 10.5TWh of power from

our 3.4GW fleet of gas-fired pawer

atations, down on the previous year.
We startad building a £400 million

B885MW gas-fired plant at Langage in

Devon, the first power station to be built

in the UK for five years. Commergial
operations are to start during winter

centrica
energy

Business Review continued

2008709, In Novernber, we bought
85% of Coastat Energy Limited, which
is 82eking planning permission o build
the UK's first clean coal-powered plant
to incomporate lsading edge carbon
capture technology. It will produce the
lowest carbon emissions of any fossl|
fuel plant in the UK, We also acquired
an interes{ in & company developing

a carbon sequestration business.

We continued to participate in the
EU Emissions Trading Schems and
are involved in 15% of all EU carbon
allowance trades.

Renewables .

In March, we added to our renewable
power portfolio and produced the
first green power from our S0MW
joint venture Barrow offshore

wind farm. The award of the main
construction contracts for the two
OMW wind farms in the Wash is almost
complets. First power is due in late
2008, We also submitted a planning
application for a 250MW wind farm
off the Lincolnshire coast.

Energy procurement

We signed an innovative coal-linkad
power purchase agreement with Drax
power station for the supply of 600MW
of baseload power over five years,
starting in October 2007,

In the final quarter, two Key pipeline
projects underpinned by British Gas
contracts startad delivery. The pipelines
are capable of supplying 40% of
UK demand.

The main focus in 2006 wasa the recovery
of operations after the explosion and
fire that caused significant damage
te the main offshore platform of the
Rough storage facility in February.

The restoration project irvolved
about 500,000 man-hours and was
complsted with no health and safety
lost-time incidents.

The cost of the Incidant resulted
in an exceptional cost to the Group
of £48 milllon.

Operating profit* was up 48% to
£228 million, This was mainly from
a rige of 82% in the average standard
bundled unit price.

o
ge

*+inchuding joint ventures and assoniates stated net
of interest and taxation, and before exceptional tems
and canain re-measurements.
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“Business Review continued -
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Our North American businass has
continued its strong growth, Overall,
turnover grew by 15% to £4.1 billion
driver primarily by the continued growth
in business markets and the crganic
residential business in Texas. Operating
profit* climbed by 21% to £223 million,
mainly bacause of higher profits* in
Texas and the home services business.

Daspite this strong overall growth,
as part of & continual review ¢f the
efficiency of the business, decisive
action was taken to reduce costs.
This resulied in 450 job losses, mostly
in Canadza and US home senvices.

Ensrgy

Qur Albarta businsess moved into
profit* for the first time, although the
competitive market is growing slowly.
Here the regulated business has
experienced a net custorner decline
of only 8%. We now have arounc
95,000 competitive customer
accounts on supply.

Turnover in Texas grew by 18% mainly
because we aitracted more customars
outside our incumbent 1arritory.

In April, we acguired about 100,000
customers from Entergy. We bought
the Parig power station in February and
completed three wind power purchasing
agreements. Qur tatal contractual wind
power capacity is now 643MW, enabling
us to offer our customers innovative
renewable enargy plans.

%@ Direct Energy:

in the US, we made encouraging
progress in growing customer numbers
by 5%, with a strong performance in the
New York markat. The combination of
higher retail prices and maore customers
was offset by expenditure on growth and
by lower consumption brought on by
very warm weather at the end of 2008,

Home services

Home services performed well with a
33% growth in operating profit™. This
was achieved mainly in Canada through
better marging on heating, ventilation
and air conditioning sales as well as
operational efficiencies.

Business markets

We continug to invest heavlly in the
business sector and have seen significant
growth with volumes sold rising by 11%
ingas and 127% in electricity.

We entered 12 new utilty areas. But
the costs involvad contributed to a bigger
operating loss*. However, undsrlying
gross margins® rermain haalthy.

Enargy wholasale and trading

We widened the ramit of our wholesale
and trading business to encempass
buying future capagity in gas
transportation and storage and wind
power contracts. The aim is to utilise
the expert trading team we have in
place to support retall procurement
across the US and Canada.

Community support

Direct Energy continued to suppart

the 'Naighbor-to-Neighbor' groject in
Houston with a US$1 million (£540,000)
contribution. We work in partnership
with 29 community agencies which
distribute funds to vulnerable customers
who are unabla to pay for thair home
electricity in smargerncy situations,

* including joint veniures and associates stated net of
Interast and taxation, and befora axceetiona! itsms and
cortan ra-measuremants

Our Furopean businessas performed
wall, tuming last year’s £9 million
operating loss* into a £7 million profit™.

In Belgium, we integrated all ths
businesses that made up SPE and
we now operate nationally under the
Luminus brand.

In the Netherlands, we grew our
customer base through our Oxxio
brand and signad a tolling agreement
with Intergen for the output of a
A00MW combined cycle gas turhing
power station,

Qur Luseoc operation in Spain
continued developing enargy
management services to renewables
generators and exploited other energy
management opportunities,

We also created a German subsidiary,
Centrica Energle, based in Dusseldor,
and are positioned to begin salling
enargy to tha commercial supply
market in 2007.

#
ase

uminus
o%

=]

xxin

-------
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Centrica wortks with a wide range of
stakehoiders in the UK and overseas,
s0 we can mera effectively manage
the social, ethical and environmantai
impact of our business activities. The
Group's business principles sel out the
standards of behaviour we expect of
our employees and our supplers.

Here is a summary of our
corperate responsibility (CR) progress
during the year. More detail will be
provided in our 2006 Corporate
Responsibility Report, available in May
2007 at www.centrica.com/responsibitity.

We hava changed our govermnance
arrangements for CR, astablishing a
main board committee to lead our
strategy. It is chaired by Mary Francis
CBE, Centrica’s Senior independent
Non-Executive Director.

Tackling climate change
Addressing climale change presants
risks and opportunities across our
business. Our aim is to contribute
to the creation of a sustainable,
low-carbon futurs, while ensuring
the security of energy supplies.

We have undertaken work to
calculate the carbon footprint of our
operations. Qur footorint — emissions
fram power generation, gas production
and storage, energy usage, flest
operations and business travel - was
8.6 milioh tonnes of carbon dioxide
(CO5) or COzequivalent™ in 2008.

Business Review continued

In addition to our investments in wind
farm developments, we are taking part in
the UK’s first complete clean coal power
generation project, on Teessids, which
will captura and store the CO;p it produces.
We continued to develop a range
of energy efiiciency services to help
customers reduce their own carbon
emissions. British Gas supplied more
than 13 million energy sfficiency
products, with an equivalent carbon
saving of 1 million tornes, benefiting
miore than & million households.

Pricing

To lessen the impagct of high prices,

we created innovative schermaes to

hislp our most vulnerable customers.
For exampla, we committad to pravide
thern with £18.3 milion of winter fuel
rebatés and introduced the UK's largest
social energy tariff, which will reduce
hills for 750,000 vuinerable customers,

Health and safety

The health and safsty of our employses,
customers and others who could ba
affected by cur activities are a top griority
for us,

Qur previously strong safety
performance was marred by two major
incldents during the year. In the first,
two people were Injured during a fire
and explosian at our Rough storage
facility The seccond was a helicopter
accident in the Morecambe Bay area
which claimed the lives of six people,
four of them long-standing Centrica
emplayses with a ssvanth person stiif
missing, presumead dead.

in neither of these incidents was
thars any indication that aur own safety
management processes ware defactiva,
However, this highlights the need
for constant vigilance and & need to
continuously seek safety improvements.

Valuing our people
We recorded a 2% incrgase in aur
overall engagement survay scora,
which measures the attitudes and
opinions of our employess. British
Bas Business was recognised as the
number one large employer in the UK
by the Financial Times.

Qur fourth annual equal pay
audit showed that the gender pay
gap in Centrica continues to narrow
and compares very favourably with
published national norms.

Diversity and inclusion

We worked closely with the Employers
Forum on Age to prepars for the
introduction of the new UK age
regulations in Ocicher, Qur British

(Gag Engineering Academy continued
It waork to recruit more women and
people from minority ethnic groups
into our enginesring workforce.

Investing in communities

We contributed £7.4 million™*

to comrmunity causes through

a combination of cash, time and
in-kind support,

In North America, Direct Energy
employees continued o taks part in
ot ‘Dollars for Doers’ prograrnme,
with paid time off tc voluntser. I the
UK, we faunched an initiative called
‘Centrica Gat Involved” snabiing
smployeas to take agvantage of
volunteering oppottunities with
paid time off from the Company.

* {latatolgrance level of 10%. A further 8.3m tonnas
of COz emigsions comes from UK putchased power.

** Cash, e and n-kind suppert m accordance with
Lendon Benchmarking Group model. This incduded
a donabon of B3 mition to the British Gas Energy
Trust, which suppons vulnerable customers.
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1. Roger Carr

Chairman (60) N.R

Roger Carr joined the Board as a Nan-
Executive Directer in 2001 and was appointed
Chairman in May 2004, He is Chairman

of Mitchells & Butlers plc, Deputy Chairman
of Cadbury Schweppes plc and a senior

adviser to Kohlberg Kravis Roberis & Co Lid.

2. Sam Laidlaw

Chief Executive (51) D.EN

Sam Laidlaw joined Centrica plc as

Chief Executive In July 2006. Between
October 2006 and the end of February
2007 he assumed direct responasibility for
British Gas Residential. He was previously
Executive Vice President of the Chevron
Corporation, Chief Executive Cfficer at
Enterprise Oil and President and Chisef
Operating Officer at Amerada Hess. He

is & Non-Executive Director of Hanson plc,
a Trustes of the medical charity BAFT

and a Director of the Business Councit

for Interational Undarstanding.

3. Helen Alexander CBE

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

Helen Alexander joined the Board in
January 2003. She is Chief Executive of
The Economist Group, a Trustee of the Tate
Gallary and an Honorary Fellow of Hertford
College, Cxford. Formerly, she was a
Non-Executive Director of BT Group plc
and Northern Foods plc.

4. Phil Bentley

Group Finance Director (48) D.E

Phil Bentley joined Centrica plc as Group
Finance Director in 2000, a posftion he held
until the end of Fetyuary 2007 when he was
appointed Managing Director, British Gas. He
was also Managing Director, Eurcps
between July 2004 and September 2008,
Formerly, he was Finance Director of LDV
Guinness from 1992 and Group Treasurer
anc Director of Risk Management of
Diageo plc from 1997, Pravicusly, he spent
15 years with BP plg in various internaticnal
ofl ang! gas exploration roles. Hels also 8
MNan-Exacutive Director and the Chairman
of the audit committes of Kingfisher plo.

5. Mary Francis CBE

Senior Independent Non-Executive
Director (58] AC.N.R

Mary Francis joined the Board in June 2004
and was appointed Senior indepencdent
Non-Executive Director in May 2008, She
i3 a Non-Exsecutive Director of the Bank

of England, Aviva plc and St. Modwen
Properties plc. She is a Director of Fund
Distribution Ltd and a Trustes of the Ameida
Theatre. She Is a former Director General

of the Association of British Insurers. She
was previously a senior civil servant in the
Treasury and the Prime Minister's Office.

6. Andrew Mackanzie

Non-Executive Director (50) AN.R
Andrew Mackenzie joined the Board in
September 2006. He is Chief Executive,
industrial Minerals, at Rio Tinte plo. Previcusiy,
he spent 22 years with BF plc in a range of
sanior fechnical and engineering positions,
and ultimately as Group Vice President,

BP Petrochemicals. :

7. Paul Rayner

Non-Executive Director (52)

A.M.R Austratian citizen

Paul Rayner joined the Board in September
2004, He has been Finance Director of
British American Tobacoo ple sinoe January
2002. In 1891 he Joined Rothmans Holdings
Lid in Australia, halding senior executive
appolmments, and became Chief Operating
QOfficer of British Armerican Tobacco
Australesia Ltd in September 1839,

8. Jake Ulrich

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

Jake Ulrich was appointed to the Board

i January 2006, He was appointed
Managing Diractor, Centrica Energy in
1997. He assumed responsibility for the
Group's activities in Continental Europe in
September 2006. Between 1294 and 1397
he was Managing Director of Accord Enargy
Ltd, a joint venture between Natural Gas
Clsaringhousa (NGC) and British Gas pke.
He pravicusly worked for NGC, Union
Carbide Cormporation and the QXY/Mid
Con/Peoples Enargy Group.

9. Paut Walsh

Mon-Executive Director {51} AN.R

Paul Walsh joinaed the Board in March 2003.
He is Chief Exacutive of Diageo pic, having
previously been its Chief Operating Officer
and having served in a variely of managernent
roles. He is a Non-Executive Director of
Federai Express Corporation, a Governor
of the Henley Management Genire and
Deputy Chairman of the Prince of Wales
international Business Laadars Forum.

Key 1o membearship of committess
Pt Committce

Coporate Rosponsiolity Committoe
Disclosure Committse

Executive Committee

MNuminations Cornmitiees
Remuneration Commitiaa

A=2mMoCO >

11. Deryk King

10. Grant Dawson 12. Anne Minto OBE

Group Generat Counsel and Managing Director, Group Director,

Company Secretary C.0.E Centrica North America G.E Human Rescurces C.E

Grant Dawson has been Group Deryk King s responsible for ajt Anre Minto was appointed Group

General Counsel and Company
Secretary of Centrica since the
dernerger from British Gas plc
in Felyruary 1997, having joined
British Gas in October 1996,

14. Mark Crosbie

Director of Corporate Strategy,
Development and M&A

Mark Crosbie was appointad
Direcior of Corporate Strategy,
Development and ME&A in May
2003, Mark jolned Centrica in
August 2000 from LBS.

of Certrica's activilies in North
America. He joined Centrica

in 1968 as Senior Adviser and
Projects Dirgotor, responsible for

the Company’s Eurcpean initiatives.

15. Lols Hedg-peth

Energy Director,

British Gas Rasidential

Lols Hegg-peth joined Centdca
in September 2002 as the
Pragident of U.8. Opearations.
In July 2008, she joined British
Gas as Energy Director.

Director, Human Resources in
Qclober 2002. Prior 1o thal she
was Director, Human Resowrces
for Smiths Group plc, a position
which she held since early 1998,

16. Catherine May

Group Director of Corporate
Affairs &

Cathering May joined Centrica

as Director of Corporats Affaks in
September 2006 having prevously
pean Group Director of Comporate
Relations for Reed Slsevier.

Cenirisa pit Arnual Review 2008

18. Chris Weston

Managing Director,

British Ges Services C.E
Chris Weston was appointed
Managing Director, Beitish Gas
Services in June 2005. Prior to
this he was Managing Director,
British Gas Business from
January 2002,

17. lan Peters

Managing Director,

British Gas Business C

lan Peters joined Centrica in 2002
ta lead Goldfish after extensive
financial services experience. lan
became Managing Director, Briish
Ges Business in June 2005,
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Summary Financial Statements

2008 2005
Fiosults for Rersutts for
the year before Excaptional the year bafoe Excaptional
exceptional Hema Hama oxzEptional tems frema
and cortain und cortain and cortain oertain
T Resyits for  1-mogsuramnmnms  e-measirmmonts Results for
i the year
Year ended 31 December Em o £m
Continuing operations
Group revenue 13,448 - 13,448
Cost of sales {9,793) - {9,793
Re-measurerment of energy coniracts 6o - 456 456
Gross profit 3,655 456 4,111
QOperating costs (2,180 {1h @191}
Share of profits/(osses) in joint ventures and
associates, net of interest and taxation 0 38 {1 37
Group aperating profit 1,513 444 1967
Net interest expense & o (145} - (145)
Profit from continuing operations before taxation 1,368 444 1812
Taxation on profit from continuing operations {708) (138 (649
Profit/{loss) from continuing operations after taxation 662 306 968
Discontinued operations 11 34 45
Profit/{loss) for the year 673 340 1,013
Attributable to:
Equity holders of the parent 672 340 1.012
__Minority interests B S .
673 340 1,013
- Ponce Perce
[Loss)/earnings per ordinary share from
continuing and discontinued operations:
Basic 274
Diluvted 27.0
Adjusted basic 18.2
Interim dividend paid per share 3.10
Final dividend proposed per share 7.40
P —— e v e S e e i S m Emm
Directors’ emoluments 5,168 4,839

(i) Gertair: re- messurements included within operating profit comprise re-measurement aising on our energy pracuroment sctivitios and re-measurement of propristary trades in
relation to ¢ross-border ranspartation or capacity contracts. I our BUSINGSS we enter into a portfolio of forward energy contracts which include buying substerdial quantites of
commackty o mest the future neads of our customes. A number of these arrangaments are considered to be derivative finencial Instruments and are requirsd to ba fair valued
wder 1AS 38, Fair valuing means that wa apply the prevailing forward markat prices to thess contracta. The Group hes shown the fair value adjusimenta saparately as cartain
re-mazsuraments as they are unrealised and nen-cash in nature. The profits arsing from the physieal purchasn and sale of commoddias during the ysar, which refieet the peces in
the uindaring contracts, an: not impacted by thuse re-measurerents. Cartain re-measuremente inclucled within interest comprise re-measurement of the publicly traded units of
The Censumers’ Walerheater Income Fund. All other re-maasurament is Inckicked within resuits betone exceptional items and certain ra-measwements,

As permitted by IAS 1, Presertation of Financial Statements, certain tems are prasented separately as exceptional, whare they are material to the result far the period and are
of a ngn-recumng nature. llems which may be considared material 2:9d non-recurring in nature inchude disposals of businesses, businoss restructuring and the renegotiation
of sgnicant contrects and asset write-downs, We intend to foliow guch a presentation on a consistent basie in futwe periods. kems are considered matevial if their gmisaon
or g slaterment could, in the opnien of the Direstars, individually or collectivaly, affect the true and fair presuntation of the Financial Statements.

1 6 Ganirisa pho Anrasal Baviow 2008



31 December

Mon-current assets
Current assets
9urrent liabilities

Net current (liabilities)/assets
Non-current liabilities

MNet assets

Shareholders’ equity
Minority interests in equity

Total minority interests and shareholders’ equity

Year anded 31 Decomier

(Loss)/profit for the year

Net (expense)/income recognised directly in aquity

Transfers R
Total recognised income and expense for the year
Change In accounting poficy - adoption of IAS 32 and IAS 39

Total recognised income and expanse since last report

Total incorme and expense recognised in the year is attributable to:
Equity holders of the parent
Mincrity interests

Yoar andad 31 Devember

Net cash flow from opé;;t"ing activities
Net cash flow from investing activities
Net cash flow from tinancing activities

Met (decrease)/increase in cash ard cash equivalents
Cash and cash eguivalents at 1 January
Effect of foreign exchance rale changes

Cash and cash equivalents at 31 December

The Summary Financial Statements on pages 16 to 17 were approved and autherised for issue by
the Boarc of Directors on 22 February 2007 and were signed on its behalf by:

% Lslls Gt

Sam Laidlaw Phil Bentley
Chief Exggudve Graup Fnance Director

Contrea e Avmul Review 2006
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We have axamined the Summary Financiat
Statements of Centrica plke which comprise
the Summary Group Incomes Statement,
Summary Group Balance Sheet, Summary
Group Staternent of Recognised Income
and Expanse, Summary Group Cash

Fiow Staterment and the Summary
Remuneration Report.

Respactive responsibilities of
Directors and auditors

The Directors are responsible for preparing
the Annual Beview and Summary Fnancial
Statements in accordance with United
Kingdom law. Our responsibility is to report
10 yOu our opinion oh the consistency of
the Summary Financial Staternents within
the Arnual Review and Summary Financial
Statements with the full Annual Financial
Staternents, the Directors' Report
(comprising the Direciors’ Rsport -
Business Review and the Directors’ Report —
Gavernance) and the Remuneration Report,
and its compliance with the relevant
requirements of section 251 of the United
Kingdom Companies Act 1985 and the
regulations made thersunder, We also

read the other information contained in

the Annutal Review and Summary Financial
Statements and consider the implications
for our staterment if we become aware of
any apparant misstatements or material
inconsistencies with the Summary Financial
Staternents. This statement, inchiging the
opinion, has baen prepared for and only

for the Company's members &s a body

in accordance with section 251 of the
Companies Act 1985 and for no other
purpose. We do not, in giving this cpinion,
accept or assume responsibility for any other
purpose or to any othar person 1o whom this
statement is shown or into whose hands it
may Come save whnere expressly agreed by
our prior cansent in witing,

Basis of opinion

We conducted our wark in accordance with
Bullstin 1999/6, ‘The auditors' statement on
the surnmary financial statement’ issued by
the Auditing Practices Board. QOur reporis
on the Gompany’s full Annual Financial
Statements describe the basis of our audit
opinions on those Financial Statements and
the Rermuneration Raport.

QOpinion

In our opinion the Summary Financial
Statermments are consistent with the full
Annual Financial Statements, the Directors’
Report ([comprising the Directors’ Report —
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Business Review and the Diregtors’ Report
— Governance) and the Remunaration
Report of Centrica pic for the year ended
31 Decamber 2006 and comply with the
applicable requirements of section 251

of the Companies Act 19885, and the
reguiations made thereundar.
PricewaterhouseCoopers LLP

Chartersd Accountanis and Registered Auditors,
London 22 Fepruary 2007

The auditors have issued an ungualified
report on the Annual Financial Statements
and Remuneration Report containing no
staternent undar section 237 (2] or section
237 (3) of the Companies Act 1885. The
auditors reporl in respect of consistency
between the Directors' Report and the Group
Financial Staterments is also unguslified.
These Summary Financial Staterments are
a summary of the full Centrica Annual Report
and Accounts and the narrative reports
contaln information from the Directors’
Report but not the full text of that report.
Thay do not contain sufficient information to
alow as full an understanding of the results
and state of affairs of the Group and of its
policies and arrangements concerning
the Directors’ remuneration as would pe
provided by the full Report and Accounts.
The full Report can be downloaded fram
our website al www.centrica.com or can be
obtained tor 2006 and/cr future years, free
of charge, by contacting the Centrica
sharehcldar helpiine {see page 21 for
contact details).

G

An interim dividend for 2006 of 3.15 pence
per share was paid on 15 Novermber 2006,
The Direclors recommend that, subject to
approval at the AGM, a final dividend of

B pance per share will be paid on 13 Jung
2007 to those shereholders ragistared on

27 Apnl 2007, This would maka a total
ordinary dividend for the year of 11.18 pence
per share (2005: 10.5 pence per share).

R P Ly
beslhs ”3_%“,,\ bt FRENTNCY

The Group is commitied to the highest
standards of corporate governance.
Throughout the year, the Compary fully
compflied with the provisions of the
Combined Code on Corporate Govemnance
(the 'Code’) save for the early adoption of
the 2006 ravision to the Code as explained
in the Surmary Remuneration Report on

fatitn

e
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page 19. A repart on haw the principles
were applied is set out in the Comporate
Governance Report in the Annual Report
and Accounts and is summarised below.

The Board
An effective Board of Directors leads and
contreols the Group. The Board, which met
eight times during the year, has a schadile
of matters reserved for its approval. This
scheduls and the terms of reference for
the Board's primary commitiees (Executive,
Audit, Remuneration, Nominations,
Corporate Responsibility and Disclosure
Committees) are available on request and on
our website www.centrica.com. Membership
of these committees is shown on page 15,
The Board is responsible for:
» the development of strategy and
major policies;
¥ the review of management performance;
» the approval of the annual operating
plan, the financlal staterments and major
acquisitions and disposals;
¥ the system of inlernal control; and
¥ COMmorate governance.

One of its meetings each vear Is substantizlly
devoted to the development of straiegy.
Comprehansive kriefing papers, ncluding
financlal information, are circulated to each
Director a week prior to Beard meetings.

Board appointmaents, evaluation
and training
There is & formal, rigorous and transparent
procedure for the appointment of new
directors to the Board which is described
in the full Report and Accounts. During
the year, the Board conducted, with the
assistance of an indapendent external
facilitator, JCA Group, a formal and rigorous
ewaluation of its own performance and that
of its committess and individual Directors.
The Directors receive ongoing training
including an induction programme tailored
10 meet the needs of the indivicual.
At Board meetings, the Directors also
recelve reguiar updates on changes and
developments to the business, legisiative
and regulatory environments.

Internal control
The Audit Comimittes reviews ragular
internal controt reports, tracks issues,
menitors performance against objectives
and ensures necessary actions are taken
to remedy any significant faifings or
weaknesses identified from those rapors.
The Board of Directors, with the advice
of the Audit Committee, has roviewed the
effectivengss of the internal cantrol system,
a8 described above, operated throughout
the period from 1 January 2006 to the
date of this report, and is satisfied that the
Group complies with the Tumbull Guidance

. on Internal Control,



This is a sumrnary of the full Remuneration
Report, which is contained in the Annual
Report and Accounts, copies of which
are available from our website at
www.cantnca.com,

Composition and role of the
Remuneration Committee

Curing 2006, the Remuneration Commitiee
comprisad Melen Alexander (Chairman),
Mary Francis, Paul Rayner, Paul Walsh
and, from 21 February, Andrew Mackenzie.
Patricia Mann was a member of the
Committee until 19 May and, by way of
early adoption of the 20086 revision to the
Cambined Code on Carporate Governance
{the 'Code’), Roger Carr was a membear
from 26 July. The Commitlee met seven
times during 2006, The Remuneration
Committeg’s terms of refersnce are available
at www.centrica.com,

The Committee makes recommendations
io the Board, within formal terms of reference,
on the policy and frarmework of executive
rermuneration and its cost to the Company.
The Committee is also responsible for the
implementation of remuneration policy and
determining specific remuneration packages
for each of the Executive Directors,

During the year, Kepler Associates (Kepler)
acted as independent executive remuneration
adviser to the Company and the Committee,
having been formally appcinted in 2605,

Executive Directors’ remuneration
palicy and framework

it is the role of the Committes to ensure
that the Group’s remuneration policy and
framawork provides competitive reward
for its Executive Directors and other senior
executives, taking into account the
Company's performance, the markets in
which it cperates and pay and conditions
slsewhers in the Group.

In constructing the reruneration
packages, the Committee aims to achisve
an appropriate balance between fixed and
variable cormnpensation for gach executive.
Agcordingly, a significart proportion of the
remuneration package depends on the
attainment of demanding performance
objectives, both short- and long-term,

The annual bonus schems is designed

to incentivise and reward the achievernant
of demanding financial ang business related
objectives. Long-term share-based
incentives are designed to align the interests
of Executive Directors and other senior
exocutives with the longer-term interests of
shareholders by rewarding them far delivering
sustained increased sharcholder valug.

In agreeing the level of base salarles

and the parformance-reiated elements

af the remuneration package, the
Comyrittee considers the potential
maxirnum remuneration that executives
could racaive. The Commities reviews the
packages and varies individual elements
when appropriate from year 10 year.

The Committes, assisted by Kepler
and internal resource, conducted a
thorough review of the Groups executive
incentive arangements in fate 2005 and
gary 2008.

The purpose of this review wes to ensura
that the incentive arrangements: provided
a strong alignment with the delivery of value
to shareholders; reflected current best
practice, while meeting the Group's
particular business needs; and would enable
the Group to continue to attract, reiain and
motivate high-calibre management in a
highly-challenging business envirchmert.

Foliowing this review, the Committee
propesed changes to the future policy and
frarmework of executive remuneration
arrangements in line with the abova objectives
and these were andorsed by sharsholdsrs
upen the approval of new share-based
incentive schemes at the 2006 AGM.

In 2006, exeacutive remunsration
comprised base salary, annuat performance
bonus, an giocation of shares under the
rew Lang Term Incentive Schemes {LT1S),
which wes approved at the 2008 AGM and,
as part of the transitional arrangsments to
tha new policy, a grant of options in April
under tha Exacutive Share Option Schame
(ESQOS). In 2007, execttive remuneration
will comprise the abave, but participation
in the new Deferred and Matching Share
Scheme (DMSS), based on the annual
performange bonus in respect of 2006,
will raplace the ESOS.

No further ESOS grants will be made on
a regular basis, although the Committes wil
retain the discretion 1o make grants under
the ESCS i the future i thers are
exgeplional circunstances in which it
considers it approprigte to do se.

As a result of 1he changes under the
new policy, the Committee expects that
total remuneration for median performance
will remain unchanged, but that total
ramuneration for upper guartile performance
will be increased in Ine with market practice.

Ag a matter of policy, the nolice periods
of the Executive Directors' service contracts
go not excead one year. The Committee
exarcised its discration in respect of the
appointment of Sam Laidiaw, whose service
contract allows for an initial period of two
vears. This rotice pericd wil reduce to one
vear in July 2008.

The Committes balleves that these
arrangernents arg important in providing

Canirica pic Annual Review 20048

a potentiat remuneration packags that will
attract, retain and continue 1o motivate
Executive Directors and other senior
executives in & marketplace that is
challenging and compstitive in both
commercial and human resource terms,

it is intended that this remuneration policy
and framework, which is fully endorsed
by the Board, will continue for 2007 and
succesding years.

Components of remuneration

For 2006, the maximum annuz

performance bonus payable to the

Exgeutive Directors should avery single

alement of every ohjective be achieved in

full was 125% of base salary. The current
objectives comprise financial performance
targets (64%) and business-related targets

(36%). A bonus will be forfeitad If the

Commitiee considers overall performance

to have besn unsatigfactory.

In Aprit 2006, options wera granted to
Executive Directors equal to 200% of base
salary and, at the same or lower rates, to
cerlain other senior executives.

The performance conditions for the
ESOS are based on the extent to which
growth In the Company's adjusted earnings
par share (EPS growth) exceeds growth
in the Retait Prices Index (AP growth) over
a three-year performance period.

In 2008, LTIS allocations equal
to 150% of base salary were awarded
to Executive Directors and, at lower
rates to certain othar senlor exacutives.
The relgase of allocations will be subject
10 performance conditions over g
three-year period:

» half the shares in each allocation are
subiect to a perormance condition
based cn the Company’s EPS growth
relative to RPL To vest in full, EFS
growth must exceed RPI growth by
30 percentage points or more over
the parormance period. No part of
the award will vasl if ERS growth fails
to exceed RPI growth by at least
€ perceriage points over the performance
period. Tha proportion of the award that -
will vest will increase on a straight-line
basis between 25% and 100% if EPS
growih exceeds RP! growth by between
9 and 30 parcentage points over the
performance period; and

¥ the other half of the shames in each
allocation are subject to a perfenmance
condition based an the Company’s Total
Sharenolder Ratum (TSR) performance
relative 1o the other 99 companias in
the FTSE 100 on the date of award with
vesting reducing on a straight-line basis
from 100% for upper guintile ranking to
25% for median ranking performance.
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The Committes has determined that, for that
part of the LTIS subject to the comparative
TSR performance conditions, the most
appropriate comparator group for the
Company is the companies comprising
the FTSE 100 at the start of the relevant
performance periocl.

The initizl award under the Deferred and
Matching Share Schame will be made in
2007 nased on the 2006 annual bonus. 20%
of the annual bonus payable 1o Executive
Directors and other senior executives will ba
deferred automatically for a period of three
years and invested in Centrica shares
(deferred shares), during which time they
canrot normally be withdrawn, Particlhants
may elect {0 invest an additional amaount in
Centrica shares (investment shares) to be
fundled from actual bonus payabke or the
releasa of LTIS sharas only which, when
added 1o the value of the deferred shares,
will bring the total amount invesied up 10
50% of the individual’s maximum bonus

Summary Reports continue!

entitlornent in respect of the preceding vear.
Deferrad and Investment shares will be
matched with conditional shares {matching
shares), which wil be released upon tha
echievement, over a three-year period, of
demanding three-year cumulative group
economic profit performance targets.

The fcllowing graph compares the
Company’s TSR performance with that
of the FTSE 100 Index for the five years
ended 31 December 2006,

Total Return Indices -
Centrica and FTSE 100 index
Tor the five years ended 31 Dacember

B Certrica Anturn mgia
I FTSE 100 Relurn ingiex

Other employment benefits

In common with other 38nior management,
Execuwtive Directors are entitied 1o a

range of benefits, including a company car,
life assurance, private medical insurance
and a financial coungelling acheme.

The Centrica Management Pension
Scheme (a contriputory final salary
arangement) was closed to new employees
oh 30 Juna 2003, Executive Directors
in office prior to this date participated
in that scheme during 2006, Alternative
arrangements are made for new employass,
including Exacutive Dirgctors, after that date.

The Executive Directors are also eligible,
on the same basis as other employees,
to participate in the Company’s
HMRC-approved Sharesave and Shars
Incentive Plan.

Totaf Teotal Bengficial Tal Tertal Total
emakumants BmoLmoents Actruod interests options oplions shocatiors
axciuding exvuding  annusl pension In croinany unciar under the wiios tha
persion 2008 pansion 2005 2006 SMEms Sharesave ESOS (B LTS i}
Ao at 31 December 2006 _moo@ 2000 £ pa. ) 2008 2005 2008 2008
Executive Directors
Phil Bentlay 1,136 932 107,500 460,880 5,181 2,447 779 606,064
Mark Clarg 412 B6S 151,200 - 4,318 - -
Sir Roy Gardnertv 784 1,616 424 000 - - - -
Sam Laidlaw™ 1,079 - - 200,106 - - 431,837
Jake Urich 1002 881 186,800 719,341 -..2289805 613008
e tainn . PR q I} 5 1 3 —— Car ~—— e mmempens e s
Non-Executive Directors
Helen Alexander 60 55 - 2,620 - - -
Roger Carr 344 250 - 19,230 - - -
Mary Francis 56 50 - 981 - - -
Andrew Mackenzie 50 17 - 21,000 - - -
Patricia Mannti 21 55 - - - - -
Paul Rayner 65 a5 - 5,000 - - -
PadWaish . . 50 - 430 = - i
e - R €46 542
Total emoluments 5,159 4839

) Tolal emolurnants for Executive Dirctors include all taxable benefits arising fromn employment by the Gompany, including the provigion of & car, financial counselling, medicat

inaurance and life assurance premiums.

{li} Accrued pansian is that which would be pad anually on retiremen At age 62, based on eligibie sarvice to 31 Decembar 2008. Full datals of the Direckors’ paneion scheme
arrangermants can be found in the Annusl Report and Ascounts.

{#) Options wera granteg undor the BSOS on 31 May 2001, 2 April 2002, 24 March 2003, 18 March 2004, 1 Aprll 2005 and 3 April 2006,

{tv) Allocations wers rmade under tha LTS an, 1 April 2004, 1 Apiil 2006, 3 April 2006 and 4 Septemier 2006,

&) The aggregate value of shares vested 1o Executiva Directors under the LTIS was £2,352,200, As &l 22 February 2007, the beneficial shareholdings of Phit Bantiey and
Jake Linch had each increased by 102 shares and Sarm Laidlaw had increased by 101 shares acouired through the Sharg Incensive Plan.

{viy Patricia Mann served as A Nor-Exectitive Diractor witil 19 May 2008, S Roy Garcner ratired on 30 June 2006 and Mark Clare resigned on 30 Septamber 2008,

Sam Laidiaw joined the Company on 1 July 2006.

i} On joinirgg the Gormpary, Sam Laldlaw received a paymert ¢f £300,000 of which £215,000 was paid by the Company inte Wis personal pension plan, and the balance
of £85,000 was paid in cash. A further £170,0C0 was also paid g him during the year, being a salary supplament of 40% of base pay in e of any p2neion provision.
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25 April 2007
27hpril2007
14 May 2007

Ex-dividend date for 2006 final dividend
‘Record date for 2006 final dividend

Annual General Meeting, Queen Elizabeth Hl Conference
Centre, London SW1

Final dwlde!ld nayment date ST
2007 interim results announced
2007 Interim dividend paym

13June 2007

The Centrica FlexiShare service

FlexiShare
e

The Centrica website

The investor information section of the
website contains up-to-date information

for shareholders including the Company's
latost resulis and key dates such as dividend
payment dates. It also holds historical detalls  Why not join FlexiShare, the convenient
such as past dividend payment dates wary to manage your Centrica sharas without
and amounts, and a comprehensive tha nead for a share certificate’? You can
share price information section. Visit benefit from low-cost dealing with quicker
www. Centrica.com/shareholders sattlament periods and you can ioin the
dividend reinvestment pian. Thers is no
charge for helding your shares in the servica,
nor for transfarring in or out at any time.

Visit www.centrica.com/flexishare.

Centrica shareholder helpline

Centrica’s sharohoider register is maintained
by Lloyds TSE Registrars, which is
respensible for making dividend payments
and updating the register.

If you have any query relating to your
Centrica sharsholding, please contact
Lioyds TSB Registrars:
telephone: 0870 600 3985*
text phone; 0870 600 3950
write to: Uoyds TSB Registrars,

The Causeway, Worthing, West Sussex
BNO9 BDA

* cali charges at nationai rate

L e

If you would like this Annual Review in a different
format, such as large print, Braille, audio or digital
(text CD or floppy disk), you can request these in
the following ways:

Telephone
0191 438 6063
Text phone
0191 438 1122

Please note ihal these numbers should De used to ordor copies of alternalive formars only. For general sharshaldsr
anguiries piease use the sharghoider nelpline (details above).

Tired of all this paper?

Electronic: communications
Fecent changes in legistation mean

| that, subject to the necessary authorty

being passed at tha forthcoring AGM,

| Centricais now able to offer shareholders

the opporiunity to receive sharsholder
documentation via its welbsile.

These changes, introduced by the
Government, racognise the increasing
role that the intemst plays in timely
communications.

You may now choosa either 10

» receive sharsholder documnerttation
by website communication by
providing us with an email address
{to do this, please go on line to
www.cantrica.com/acomms ); or,

continue to raceive shareholder
dacumentation in hard copy {to do
this, please complete and return
the personalised prepaid form of
election attached 1o the enclosed
AGM proxy card so that it is
received no later than 30 June
2007). I you do not return the form
you will be taken, subject to the
necessary authority being passed
at the AGH, 10 have agreed 1o
receive shareholder documentation
via the website.

Sharsholders who receive shareholder
docurmentation from Centrica
efectronically can in future:
¥ view the Annual Report on the
day it is published;
have access o significantly
greater volumes of inforrmation
about Centrica;
cast their AGM vole clecironicaily;
access detalls of their individuai
shareholding quickiy and securely.

This new legisiation provides
shareholders, with the opportunity to
access information in & timely marner

: and nelps your Company 1o retuce

both its costs and its impact on
the environment.



http://www.centrica,coin/shareholders
http://www.centrica.com/ecomms%7d
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Our visioriis to be & leading integrated energy company
in our chosen markets.

We ara energy experts. We source, generate, process,
store, trade, save and supply energy and provide a range
of related services.

We have strong brands and distinctive skills which we
use to achisve success in our chosen markets of the UK,
North America and Europe, and for the benefit of our
employees, our customers and our shareholders.,
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08 What we do
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Our performance
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Chairman's
Statement

‘We have achieved very
strong financial results
during another challenging
year for UK energy retailers.

Qur year in focus
We have achigved very sirong financial resulis during another
challanging year for UK energy retailars.

hNew pipslines from Nonway and the Netharlands, undoeminned by
long-term gas contracts with British Gas, began te bring additional
sLppies 10 the LK and helped 1o bring down gas prices at the start
of the yzar,

Unfortunately the spectre of high wholesale prices reappeansd
in the second half of the year and this has continued into 2008,
As aresult we had to raise customer tarifts in January,

The managernent tearm worked diligently throughout 2007 to
minimise the impact of rising wholssale energy prices, making
substantial inroads into operating costs and exiracting efficiencles
whara possible. Bul we must cantinue to invest in high guality
energy assets 1o serve our UK and international customers; and this
reinvestment car only be funded through the consistent delivery

of reasonable and sustainabie profils.

Dividend

Trie Board is proposing 4 final dividend of 9.65 pence for payroent
in June 2008 bringing our Tull-year dividend 10 13.0 pence, which
reprasents a 17% yesr-on-year iNncreass.

Board changes

We changed the siruciure of our executive management team, with
Phil Bertley assuming the: role of Managing Director of British Gas,
Jake Ulrich adding Europs to his responsibifities as Managing
Director of our upstraam activities and Nick Luff joining Cervtrica

from P&Q as Group Finance Dirscior. Under the leadership of

Sam Laldlaw the team has already begun to make a real difference
to both the shori-larm performancea and 1he long-isrm prospecls
of Certrica.

Our employees

In a business such as Gentrica, people are central 1o the delivery of
hetter sarvice and improving financial resulis. Our smployses have
worked hard to support the change in systems, working practices,
organisation structure and management within the Company.

| thank them aif for their Ioyalty, hard work and dedication. ltis a
credit 1o them that British Gas Business and British Gas Services
were both recognised in the Financial Times Top 50 ‘Best
Workplaces for 2007

The future

We have set oui & clear agenda for Centrica in the form of Sam
Laidlaw's four stretegic priorities and we will continue 1 focus
on these as we move forward. Only Dy delivering against these
priorities will we be able to satisfy our customers and reward our
employees while maximising refurns fior our shareholders.

Rager Car
Chairman
21 February 2008




Chief Executive’s
Review

Delivering our strategy

2007 was a year of
substantial achievement
for Centrica during which
we made further progress
on addressing the key
priorities for the business.

A year In review with Chief Executive, Sam Laidlaw

2007 was a year of two distinct periods. In the first haff, wholesale
energy prices in the UK wars tow, This was arssult of incregsed gas
aupply through new gas pipelines and additional liguefied naturat
ges (NG fadilities and reduced demand due to warm weather,
Over two-thirds of our earmings came in this periad.

Cuiing the second six rhonths, however, the day ahead
wholesale gas prce rse sharply, averaging 56% higher than
clurirng the first half. This significantly reduced marging in our UK
rasiclential business.

Centrica operates in a complex, global industry that is facing same
nrofound challonges, which will push up the price of energy Iong
term. Our strateqy is 1 create an integrated energy cormpany,
operating upstrearm Dy developing new sources of gas and power,
ard downstream with strong brands in a few chosen mariets.

Downstream

We are the UK's largest enargy sunpclier to residential custormers
and the largest domestic central haating and gas installation and
maintenance company. We are ona of the UK's largest producers
and suppliers of wind snergy and British Gas is one of the country's
greenest energy brands, In April we st up British Gas New Energy
o expard our offer in low-carbon products and services.

I our Nordh American rmarkets, we have more than 5 rmilion
customers, Qur expsrience of deregulated rmarkets inthe LK and
North America will stand us in good stead when Eurcpean energy
markets finally open up i9 competilion.

Upstream

Upstream, we have long-tanm contracts for gas supplics to
the UK from the North Gea, Norway and the Netherlands,

as well as our own production, which now includes & number
of North Sea gas fislds acquired from Newfield UK Holdings
Limited in October. In Novermnber, wa bid for Bockyview
Enargy Inc in Alberta and completed 1he deal earty in 2008.
This adds an adaitional 43 billkon cubic feet of gas to our
Direct Enargy businass,

We are building our eighth gas-fired power station {at Langage in
Devon) and two wind farms off the Lincolnshire coast which will
have a combined capacity of 180MW., We already have interests
inthrea operational wind farms which provide access 1o 188MW
of renewable slectricity and are seeking consent for a further
2E0MW farm.

In Certrica Storage the creation of an innovative virtuai storage
procuct helpead fo drive a vear of record profitability.

Strategy

in February 2007, | set out four pricrities for Centrica that
underpin how we run the business, and we have continued to
focus an them,

In 2008, our critical short-term prionty in transforming British Gas
will pe onimproving our service 10 customers while delivering
sustainable returns. We mads good progress in 2007, Our service
fevels are improving and we removed £139 milion of costs from

tha business. But we have more to do. We will remove an additional




million ¢f opersting cost andt wil 250 vest in the British Gas
d as not only & provicler of enargy but of energy efficiency
CE: dMll GONI0es,

Wa are making cost reduction cenitral 1o our busingss cuiture and
gm0 becorme the most efficient enargy supplisr with the lowest
CO& per ustomer,

With wholesaie ansrgy cosls stil volalile, the importance of getting
more of our gas and power from Gur own resources cannot be
over-estinated. Our aeguisition of the Newfisld gas properties and
the Fvestments we are making i both renewabiles and gas-fired
power generation aro important steps in the right direction, This will
be a key sirategis priorly in 2008.

We vl inoreass our involverment in ENG and friom QOctober 2008
will have LING import capacity at the Isle of Grain which will be able
to supply approximately 6% of Centrica’s annual gas demand.

In British Gas Business we will seek 1o maintaln owr currert
growth rajectory through ongoing devalopment of our routes
1o market whils also focusing on further enhancing the service
wa defiver,

In Britist Gas Services we will develop addifional custormer
propositions 1o continge ur rapid progress in the on-demand
markel, enabling us to further expand our customer base and to
arive growth. Qur new business Brilish Gas New Energy is well
postionad to supply energy efficiency products and services 1o
ouringraasingly olimate changs aware customers.

I Norlh America thera is real potential to grow our Dusiness both
organicaty and through soquisition, Near termn prospecte will be
affectad by the depth and length of any economic downturn but we
will seek 1o minimise 1he impact through increasing the diversity of
sur busingss,

Europe remaing challenging. This vear we will concantrate on
simplifying the ownership structure of SPE in Beigiurm as the merger
of Buez and Gaz de France procesds. We will also continue to grow
our Belgian, Dutch and Spanish businesses and establish ourselves
firrvily in the industrial and commercial market in Gormany.

In summary, we will b following the same path in 2008 a8 we have
in 2007, geaded by tre same pricrities that we have laid down. On
The next two pages D will explain inmaore detall how we have
parformed against these priorities.

The UK rmarket faces righ wholesale energy prices and it is
important that we rermain single-minded in making our operations
lsaner and more efficiont. Fut Centrica is a strong business with a
clear senae of ¢irection and the momentum 10 make the besi of its
unigue strengths.

G L

Sam Laidlaw
Chief Executive
21 February 2008




Chief Executive’s
Review continued

Delivering our strategy

Transform
British Gas

Transforming Brilish Gas is a priority bocause profitabiity and
service levels al British Gas Residential, which is the cora of our
business, hava historically been low and variable.

Progress

Wa led the industry in reducing prices, cutting them iwice during
2007 by atotal of 17% in glectricity and by 20% in gas. We also
established the lowest cual fuehlanff through our online Click
Energy ofier. However, Decause of higher wholesale energy prices
in the second half of 2007, we had 1o increase retail tardfs in
January 2008, Although this was disappointing, retal prices are stil
iower than at the same time in 2007, The 15% incraase will help us
0 re-gstablish the profit margin we noed o provide sustainabie
iong-term earnings.

Having completed the move of all of our custorners 10 our new
billing sysiern oy March 2007, we concentrated on improving

the senvice that had siipped during the procass. Sarvice lavels
improved sigrificantly. As 2 resull, we saw fewer complainis and
customer iosses. By December 2007, complaints to energywatch
had fallsn by 80% since April, and customer chum had also

falien sharply,

We continued to reduce oporating costs within British Gas
compared ta 2008, and recovered the marke! share which we
rad lost during the first guarter to finish 2007 with 18 million
customer accounts,

Sharpen up the organisation
and reduce costs

If we ars to compete domastically and intemationally in the long
term, we need to do what we do batter, and at lower cost, Our
goal is 10 be the most efficient eneray supplier, with the lowest
cust per customer.

Progress

Over tha past year wa have streangthened our executive team with
several key appoinimants including a new Groug Financs Director
and a new Managing Director for British Gas, We looked at the
stnaciure of our operating businesses, and this rasulied in changes
within Cenirica Energy, in our North American operation and within
British Gas Residential (BGR} that have improved clarity and
accouniability,

Beier business discipling hes been introduced through systematic
auariery cost rviews of each busingss unit, a tighter capital
aliocation tramework and & new three-year planning horizon to
focus perforrmance.

And we have reduced costs significantly. For example, the
restructuring of British Gas Services has removed £20 million of cost
a yaar, and BGR is on frack 1o deliver its 200 million cost reduction
target. Some £139 rillion of cost savings were achieved in 2007
with the balance to come in 2008. During the year we moved 2,250
back-office jobs 1o Indlz cutsourcing a number of suppon servicas
inchuding many of the cantral finance, information system and
hurnan resource functions.

Strategy in action

» We led the industry in reducing prices in 2007
» We significantly improved our service lavels
* We teduced our operating costs by 2139 million

Strategy in action

* We have strengthenad our executive team

» We have introduced new structures for our businesses
in Direct Energy and in British Gas Residential

» We have reduced costs across the Group



Reduce risk through
increased integration

In the UK we currently suoply around 258% of the gas and 67% of
our peak slectricily reguireaments from our own rescurces or major
sontracts, We aim fo reduce this risk by building a profitable
upstream trusiness to supply 50% of our gas needs.

Progress

in Coloner 2007 we pought Newfield UK Holdings Limited with
the potential to acdd 300 billion cubic feet of gas reserves inthe
Norih Sea. Further gas reserves were addad by the acouisition
in February 2008 of Rockyview Energy Ing in Alberts.

Ve obtained interests in licences in the UK, Norway and Trinidad
bringing our total to 19, From the winter of 2010/11, we will also
have access 10 a further 2.4 killion cubic metres (BOM) of tiquefied
natural gas import capacity at the ksle of Grain terminal in addition
{0 the 3. 4BCM avallaiie frorm October 2008,

Construction continues on our 885MW power station in Devon,
which will increase our UK generation capacily to almost 5GW.
We also began construction of the 180MW Lynn and inner
Dowsing wind farms off the coast of Lincolnshire and acouired
a b0% share in the Brags of Doune wind farm in Stidingshire in
July, In Texas we concluded a rew 170MW power purchase
agreement that brings our total power offtalke from Texas wind
farms to 813V,

Buiid on our
growth platforms

Canirca’s growth businessas in the UK, North Armerica and Europe
have considerable potantial for increasing the Groun's proftablity and
our opportnities for providing low-carbon products and senvices.

Progress

British Gas Business delivered record profits®, a growing customer
base and imgroving levels of customer satisfaction: while in Biritish

(Gas Earvices. account numbers grew by 7% and operating profits®
by 48% as service levels improved dramatically

Qur Direct Energy Dusiness in North America was restructured,
delivering the targeted cost raductions and incraased operating
profith, despite increased competitive pressures and a siowing
US property market.

We more than doubled cur operating profits® in Europe in 2007,

In Belgium we arfded around 500,000 Wallonian customer accours
to our SPE-Lurrinus business, now established as the undisputad
number two player, YW also opened anoffice in ExXisseidor as aresult
of deveiopments in Gerrrany.

in April we created British Gag New Energy 1o oparate inthe
increasirgly important market for low-carbon producks and services
that is expected to grow exponentially in the coming years. And in
Norlh America, we farmed a new groug to focus on ranawabies.
We also launchad our first carbon neutral prociuct across Canada,

Strategy in action

» We bought Newfield UK Holdings Limited

» We acquired exploration opportunities in the UK,
Norway and Trinidad

* We continued to invest in renewable generation capacity

» We are huilding a new gas-fired power station in Devon

Strategy in action

» We increased profits* considerably in all growth
businesses

» We strengthened our positions in North America
and Europe

» We launched British Gas New Energy to focus
on low-carben products and services

~ fram gortinuing o ations
* ircducing panl venhures and ensacates, siatexd tod of inderest and tamten, and petorg
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Oerating Feview A strong business

Custcmers are central to all our
cperations. Our aclivities are focused
on securing and deliveting energy
and offering a distinctive range of
home and business energy solutions.

Revenue® by business

(&)

British Gas Residential VBRI 3,457
British Gas Services L] 1,279
British Gas Business LHIHHE 2,431
Cenirica Energy L 1,451
Centrica Storage B 340
Dirgct Energy LT TR H 3.5862

European Energy 1 392

Operating profit*” by business
(e

British Gas Residenlial GHHIBIIRGHRT 571
Oritish Gas Services figan 151
British Gas Business [HEH 120
Centrica Energy HE MRS 6683
Centrica Slorage HIHRIHEH 240
Direct Energy L 187
European Energy i 17
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http://www.brttlshgas.co.uk
http://britishgas.co.uk

Operating Review
continued

A strong business



http://www.bmishgasbusinsss.co.uK

Centrica Storage
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Uperating Review
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A strong business
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Review

Corporate Responsibility

ik We are securlng sustainable
energy supplies while
demonstrating leadership
on climate change and
soclal programmes,

Mary Francis CBE
Senicr Independent Director and Chairman,
Corporate Responsibility Committes

i

Undersianding and managing the impact of our operations

an sosiety and the environment helos us to win business
agdvantage and deliver value 10 our shareholders, We maintain
close dialogue with emaplovees, customers, policy-makers,
irvestors and wider stakeholders 10 ensure we are alert to thair
opinions and evelving trends.

Qur Coyporate Responsibilly Committes, chaired by Mary Francis
OBE, oversees Centrica’s corporate responsibility strategy and
activilies on behalf of the Board.

Taking responsibility

In 2007 Sam Laidlaw launched an inttiativa 1o commuricate our
business principles (© owr employess and busiess pantners,
Our principlos describe the standards we expact of ourasives
anci 1hoses wi work with,

Tackling climate change

Reduging carbxon ermissions, while: securing Tudure enargy supplies
for our customers, is a significant chalienge. In 2007 we launched
anew busingss unit - British Gas New Energy —10 lead our low-
carbon strategy in the UK white, in North Amsrica, Tirect Frergy
fonmed & cross-business climaie chanoe team.

Rritiah Gas faunched Zero Carbon'!, our greenest tarfif available to
clomastic custormers, and Direot Energy extended its carbon neutral
gas pragrarmime sfter & sucocessiullaunch in British Colurmbia,

To ensure we mainiain our lsading low-carbon position in the LK,
wa are invasting in high-efficiency gas-fired power stations and
offshore wind farms. We have also set targels to reduce the carbon
dicxice emissions from our UK power genaration activities,

Supporting vulnerable customers

Although UK retall energy prices wers fower in 2007 than in the
pravious 12 months, fuel poverty continued (o De an issun,

in March 2007 British Gas received widespread recognition
from governmeni and indusiry groups following our £32 rmition
cormmitment to 'Essentialy’, the UK's largest soclal tariff on the
anergy markst,

Focusing on health and safety

The health and safety of our employees. customers and others
whi could be affecied Dy owr activities ks a top prionty forusg,

A concertad campaign L Irmprave incicent renoring i1 our main

i
UK customer-facing businesses led 1o an averall increase in
accident incidence rates in 20b7, A detaited intermal review has
identified opportunities to reinforce our approach and we wil
continue to target a year-on-year 4% reduction in time lost
from injuries.

Valuing our people d

Mors than 84 % of smployses responded t0 ol engagament
survey ang we recorded an ingrease of 3% in our overall score.,

Wi received awards for our age awarensss activities in the UK

and our workplace flexibility pogramme in North Amarica, Female
trainees accounted for 13% of all those recnuited by the Brtish Gas
Enginesring Acadermy in 2007

Investing in communities |

8y underslanding our impact dn the cammunities in which we work,
we can develop successiul padinershins to miutual benefit, In 2007
we sontributed £5.2 milion? toleommunity causes and employess
volunteered more than 13,000 hours. We invested a furiher £76
miflion? in sockal programmes qur our vulnerable custorners. In June,
amermaornal service was hekd fof those who lost thelr fives in the
Morecambe Bay helicopter ragedy on 27 December 2006, The first
donation from the fund, set up b memary of those who died, was
macie to North West Air Ambidance.

:
1 Zoro Cathon s the narme of e tall, Ve oliset the COz emissions from tha gas and electricity
CLUBTOIREA Srfrauma veing carnon Sifaats Sarified iy tha Unted Netions.
2 Caeh, ne ang inkind Sup in soromda; 3 London Bannivnarking Group moded, neludng
ackwation of U1 1 0fon 10 the British Gag Bosrgy Fual, which suopons vuineraile Sustonmans,
3 Corepinad cost of Vokirtary & id mandarond pmommes 16 sunpea aineratls oustomas in tho LK




Board of Directors

1. Roger Carr

Chairman (51} ¥ 1

Reger Carr jomed the Board as a Non-txecutive Directar in January 2001,
He was appointad Choirman of the Board in May 2004 and is Charman
of ths Nominations Gommitiee. He is Chadrman of Mitchells & Butiers ple,
Deputy Charman of Cadbury Schweppes pic and a senior adviser i
Kohlberg Kravis Roberts & Co Lid. In June 2007, he was appointed
Nor-Exacutive Diractor of the Court of the Bank of England.

2. Sam Laidiaw

Chief Execulive (S2) B & ¢ *

Sam Laidiaw joined Centrica ple as Chisf Executive in July 2006. He is
Chalrmarn of the Executive Committee and the Disclosure Commitiee,
He was previcusly Executive Vice Presicdent of the Chevron Carporation,
Chief Executive Officer at Enterprise Cil and President and Chisf
Operating Officer af Amerada Hess. InJanuary 2008 he was appoinisd
a Non-Executive Director of HSBC Holdings ple. Unill August 2007 he
was a Non-Execulive Direcior of Manson ple. He is Trustas of the medical
charity RAFT and a Director of the Business Councit for international
Understanding.

3. Helen Alexander CBE

Non-Executive Director (BT a ™ |

Halen Alexandsr joinsd the Board in January 2003 and is CGhalrman of
the Renuneration Comirities, She is Criel Executive of The Economist
Group, a Trustes of the Tate Gallery ang an Honorary Fellow of Heritford
College, Oxford. In Seplamber 2007 she was appoinisd a Non-Executive
Diractor of Rolls-Royce ple. Formerly, she weas a Non-Executive Director
of BT Group ple and Norfnern Foods ple,

4. Phil Bantipy

Managing Director, British Gas {401 M ¢

Phil Bentley joined Centrica pic as Group Finance Director in November
2000, a posifion bie held umtil the and of February 2007 when he was

Board of Directors
and Executive team

appeirvatd Managing Drectoy, Briish Das He wag also Managing
fvscton, Burope bebween July 2004 and Seplernber 2008, Farmery. he
was Finance Director of UDV Guinness from 1999 and Group Treasursr
and Director of Risk Management of Diageo pic from 1987, Previcusiy, he
spant 18 years with BP ple in vartous international oil and gas expleration
rolas. He is aisa & Non-Executive Directer and the Chairman of the Audit

Commitiee of Kingfisher pic.

5. Mary Francis CBE

Senior Independent Director (59; AR *

Mary Francis |oined the Board in June 2004 and is Seniar independent
Riractor and Chaimhan of the Gorporgte Responsibllity Committes. She
18 a Non-Cxecutive Director of Aviva pic, $t. Modwen Progerties pic and
Alliance & Leicester pic, and & Director of the Almeida Theaire. She isa
former Director General of the Association of British Insurers, a former
Non-Executive Direcior of the Court of the Bank of England and was

& seniar civil servart in the Traasury and the Prime Minister's Office.

8. Nick Luff _

Group Finance Director (0] ® ¢

Nick Luli joined Csntrica pic 35 Group Finance Director in March 2007,
He was previously Chial Finascial Officer of The Peninsular & Oriental
Bteam Navigation Company P&0C) and has held a number of other
sanior financial roles at P& Raving qualified as a charlered accountant
at KPMG. He is a Non-Execulive Director of QinetiC Group ple.

7. Andrew Mackenzie .

Non-Executive Director [31) A B *

Andrew Mackenzie jcined the Board in September 2008, I November
2007 he was appointed Groub Exacutive and Chisf Executive Non
Ferrous at BH2 Biliilon, a pastion he will take up during 2008, From
2004, he was with Rio Tinto pic, latterdy as Chief Exacutive Diamonds
and iMinarals. Praviously, he spant 22 years with BP ple in a range of
senior technical and engineenng positions, and ullimately as Group Vica
Pragident, BP Petrocheminals. From 2005 to 2007 ha was Chairman of
the Board of Trustees of the think tank, Demos, and he remains & Tisies.




B. Paul Raynar

Non-Executive Directar (53) 4 * 1

Australian oifizen

Paul Fayner joinad the Board in September 2004 and

is Chairman of the Audit Committes. He has bean Fihance Director

of British American Tobacoo plg singe January 2002, In 1891 hs joinsd
Aothrmans Holdings Lid in Australia, holding senior executive aprointments,
and became Chiet Qperating Offlicer of British American Tobacto
Australasia Lid in Septermbar 18929,

8. Jake Ulrich

Managing Director, Centrica Energy [55) ¢

Jake Ulrich was appoirded to the Board in January 2005. He was
appointed Managing Directon, Cantrica Energy in 1887, He assumed
rasponsibility for the Group's activities in continental Europe in
Seplember 20086. Between 1884 and 1997 he was Managing Director of
Accord Energy Ltd, a joint veriture between Natural Gag Cisaringhouse
(NGC; and British Gas ple. He praviously worked far NGC, Union Carbide
Corporation and the OXYAid Gon/Peopies Energy Group.

10. Paul Walsh

Non-Executive Director (52) & * 1

Paul Waish jpined the Board in March 2003, He is Chief Executive of
Diageo plc, having previously been its Chief Oparating Officer and having
sarved in a varisty of management roles. He is a Nan-Executive Director
of Fecleral Express Corpeoration, a Governor of the Henley Management
Centre and Deputy Chainman of the Prince of Wales International
Business Leaders Forum,

Key to membership of committeas

A Audit Committes

W Corporate Bespansibility Committee
® Disclosure Commitiee

+ Exacutive Commities

¥ Nominations Committee

T Remuneration Commitiee

Executive tearmn

11, Grant Dawson

Generai Counsel and Company Secratary (48) 8 4

Grant Dawson has been General Counsel and Gompany Secratary of
Centrica since the demerger from British Gas ple in Febiruary 1997,
having joined British Gas in October 1996.

12. Deryk King
Wanaging Director, Centrica North America [60) 8 4

Deryk King is responsible for ail ¢f Centrica’s activities in North Amsrica,
He joined Gentrica in September 2000, having previously been Group
Managing Director of Powergen pic.

13. Catherine May

Group Director, Corporate Affdirs (43 WM ¢

Catherine May joined Gantrica a8 Group Direstor, Corporats Affairs in
Septembar 2008, having previously been Group Director of Corporate
Belations for Reed Elsevier.

14. Anne Minto OBE

Group Director, Human Resources (54) ¢

Anne Minto wes appointed Group Director, Muman Resources in
Octaber 2002, Prior 1o thal she was Director, Muman Regources for
Smiths Group plo, a8 position whith she held since early 1088,

15. Ghris Weston

Managing Diractor, British Qasg Services (44) 4

Chris Waston was appointed Managing Cirectar, British Gas Sarvices in
June 2005. Prior to this he was Managing Director, British Gas Busirsss
from January 2002,




simmary Accounts - Gumymaary Financial Statements

Summary Group Income Statement

2007 © 2006 immatec) 5
Resulls for Hasiats for
he year belore Exceptional . the vonr bt Teorniongt
exceptanal tems tams fxcaprAl fens fams and
antd certaln 2nvd ertain aivd aortain cerkain
FO-MSASUEMENtS No-meacuromants Rosults for  f-rmeaummonty m-mmwnm’a Rﬂ;um L)
i Tk R
Year shided 31 December o L'r!3 ";m
Continuing operations
Group revenue 16,403 - 16,403
Cost of sales © (12,764} - (12,764)
Re-rmeasurement of energy contracts - (916) (916)
Gross profit 3.639 916y 2,723
Operating costs ° {2,250 (331 {2,581)
Share of profits/Alosses) in joint ventures snd .
associates, net of interes! ancd taxation * 3 (15 {12}
Group operating profit 1,302 {1,262} 130
Net interast expense (141} - (141}
Profit/(loss) from continuing operations
before taxation 1,251 {1,262 {11}
Taxation on profit from continuing operations (549) 363 (186)
Profit/(loss) from continuing operations i
after taxation ! e (369} (187)
Discontinued cperations ‘ 8 37 43
Profit/(loss) for the year 708 [862) [154)
Attribwtaie to:
Eouity holdars of the parent 707 {862} {165)
Minority interests 1 - 1
708 {AB2} 154}
Pence Pernue
Earnings/{loss] per ordinary share from
continuing and discontinued operations:
Basic 4.3}
Diluted 4.9
Adjusted basic 19.4
Interim dividend paid per share 3.15
Final dividend proposed per share 800
£000
Directors’ emoluments 5,159

(}  Gartain re-neastmements included within operating profit comprise re-measuremsnt srising on our enBrgy procurement scivitias and re-rsasureirent of pronrietary tredes in reietion to croas-
burger transportation or capaulty conltracts, In our DUSMEsS wo onter MO B portiaio of Tonweard snerdy contracts wiich includa buylng Eupstantial quartities of commodty te meet the futre needs
of our custenners. A number of thesa arangemants arg considared 1o be derivative financial instrumanty and ao mouised to bo tar volued under 1AS 39 Fair vaking means that we apply the
prevaling forward mrarkek rvices 1o these enntracts. Tha Group has shown he tair vaise adistn-onts separately as certain re-measu 45 25 they are unrealised and non-gash in nensa.

The profits anuing from the physical purchase and sele of comimodities durisg ihe year. which eflect the prices in the underiying contractd, we Pt impacted by these re-measurements,

As prrmitad by 1AS 1, Presanation of Francist Statomanls, conain tems are presentad sapararaly. The kems thal 1he Group separsigly presents ag axceplionai are tems which sre of & non-
recuring Nitre and, in the judgement of the Directors, need 10 iy disclosed separalely by virue ol their naturs, size or incidence in ords) 1o cbialh & cluar snd consisient prasantation of tha
Group's 4nderying busivss porlormancs. tams which may bo consicorad axceptonal In neturg include digposals of usinasees, msim@ restructunngs, the ienegatiation of significant conacts
and asset write-downs

Exenprional toms and sortain ro-measuremams inclugod within discontinued oparations comprise e gain on aikposal of Tha Consurners’ Waterhaater income Fund and re-messurermant of the
pughcl fradert unts of The Consumens” Waterheater income Fung, All aothar re-maasursmant is incluced within resits bekors excaptionzd Bams and cartain re-megsurements.

it Rostated lo prosont costs ineured under the anergy savings programmas in ¢ost of sales and 1o present The Consumers’ Waterhegter Incorne Fund as a discontinued opargtion,




w
Summary Group Balance Sheet

2006
31 Docember £m
Non-current assets 8672
Current assets 5407
Current liabllities 5,519
Net current assets/{liabilities) (112}
Non-current liabilitios 3,918
Net assets } 1,842
Shareholders’ equity ) 1,585
Minority interests in equity : 57
Total minority interests and shareholders' equity 1,842

Summary Group Statement of Recognised Income and Expense

‘fear endad 21 Decembar

Profit/{loss) for the year :
Net incomef{expense) recognised directly in equlty
Transfers to income and expenses ' i

Total recognised income and expense for the year

Total income and expanse recognised in the year is atiributable to: ‘
Equity holders of the parert
Minority inferests

Summary Group Cash Flow Statement

2008
Year ended 31 December : A
Net cash flow from operating activities ? [ 37
Net cash flow fromn investing activities ? i {720t
fet cash flow from financing activitles ® . {297)
Net increase/[decrease) in cash and cash equivalents ! 680
Cash and cash equivalonts at ¥ January H 1.177
Eiferst of foreign exchange rale changes i (&)
Cash and cash equivalents at 31 December ; 592

i Net cash flow from operoting acthities Includas cash irflows of £67 milicen (2006: £73 millnn) rom deoontinued gperpiing activitios, nel oash from inwesting activRies includes oash outiows of
£60 milion (2006: £25 rrillion) from discontinued investing activtiss and net cash flow from financing acthvibies Inchudes cesh outfiows of £25 nilon {2006: infiows of £17 million) irom discortinuedt
financing ectivities. :

The Bummary Financial Saternents on pages 22 1o 23 were apmroved and authorised for issue by the} Board of Directors on 21 February
2008 and were signed below on ks behalf by: ! :

S Lobee i Lt
Sam Laldlaw Nick Luff

Chief Executive Group Finance Diractor Go online
www.centrica.com/review(7
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Governance

Summary Reports

Independent auditors’ statement to the members

of Centrica pic

Wa have examinad the Sumimary Financial Statements of Centrica
Eic which comprise the Sumrrary Group Ingome Staternar,
Sumnmary Groue Balance Sheet, Summary Group Statement of
Recogrised Income angd Exponse, Summary Groun Cash Flow
Staterment and the Summary Remunaration Report.

Respective responsibilities of Directors and auditars
The Directors are responsible for preparing the Annual Review and
Summary Financial Staterments in accordance with United Kingdom
law. Our responsibiity 1s to report to you our opinion o the
consistency of the Summary Financial Statements within the Annual
Review and Summary Financiad Statements with the (1l Annal
Finanoial Statoments. the Dirsctors” Report (comprising the
Directors’ Report - Business Reviaw and the Directors’ Report —
Goverrance) and e Remuneration Report, and its compliancse
with the relevant raquirerments of section 251 of the United
Kingdorn Comparies Act 1985 and the rogulations made
thereunder. We also read the othar information contained inthe
Annual Raviow and Summiary Financial Slaternents ard consicer
theimplcations for our stalernent if wee become aware of any
apparent misstatemants or material inconsistencies with the
Surmmary Financial Statements. This staternent, including the
opirion, has been prepared for and only Jor the Companys
mermbars as a body in accordance with section 251 of the
Sompanies Act 1985 and for no other pumose. We do not, in
giving this opinien, accept of assurne responsiblity far any other
PUrROse Or 10 any other person o whom this siaterment is shown
ar irto whose nands it may corme save where oxprossly agraed by
QU Prior Consent in writing.

Basis of opinion

We conducted our work in aceordance with Bulletin 19995/6, "The
aucilors” statermnent on tre summary financial staternent” issuecd by
the Auditing Practices Board. Qur reports on the Compary’s Tull
Annual Financial Statements desaribe the basis of our audit opinions
on those Financial Staterments and the Remuneration Repart.

Opinion

In our opinion the Surmmary Financial Staternents are consistent
with The full Annual Financial Staternents, the Directors’ Repor!
(ormprising the Dieclors' Report - Business Review and the
Directors” Repori - Gaovernance) and the Remuneration Report of
Centrica plc for the year anded 31 Decermber 2007 and comply
with the agplicanie roguirements of section 251 of the Companias
Act 1985, and the regulations made thersunder.

PricewaterhouseGoopers LLP
Chartered Accountants and Registered Auditors,
Londen 21 February 2008

Fult Report and Accoumts

The auditors have issued an ungualified raport on the Annual
Financial Statements and Remuneration Fepart contgining no
staterment undar section 237 (2} or section 237 (3) of the
Companies Act 1985, The rudilors repor! in respect of consistency
betwaen the Diractors’ Report and the Group Finenciel Statements
is also ungualifisd. These Jummary Financial Statements are a
summary of the full Centrich Annual Report and Accounts and the
narrative reports contain information from tha Directors’ Report but
not the full text of that repotl. They do not contain sufficient
information to allow as full 4n understanding of the results and state
of affairs of the Group and i its policies end arangerments
concarning the Directors’ remunsration as would be provided by
the full Report and Aq::coun!s. Thetull Report can be downloadad
from our website & www.dentrica.comn or can be obtained for
2007 and/or fulure years, flee of ¢hargs, by contacting the Centrica
shareholder helpline {see pigs 29 Tor contact details),

Dividends

AR intenim ghvigend for 200;7 of 3,35 pence per share was paid on
14 Noverrper 2007, The Difectors recorrmeand that, subssct to
approval at the AGM, a fingd cividend of 8.85 pence per share wil
be paid on 11 Jure 2008 1¢ those shareholders registered on

25 Aprit 2008. This would rpake a total ordinary dividend for the
vear of 13.0 pence per shate (2006: 11.15 pence per share).

1]
Corporate Governance |
The Board of Directors of Genirica ple i committed to the highest
standlards of comorate govemance. Throughout the year ended
31 December 2007, the Cdmpary fully cormplied with the provisions
set o in Section 1 of the Combined Code on Corporate
Governance (ihe 'Gode’). Ajreport on how the Code's principies
wers applied is 3t out in the Corporate Governance Report in the
Tull Annual Report and Accdunts and is sumimernised below:.

Board of Directors

An effective Board of Diractors leads and controls ihe Group, and

has a schedule of matters reserved for its approval, This schedule

and {he terms of reference for the Executive, Audit, Remuneration,

MNominations, Corporate Rgsponsibility and Disclosure Commitices

are availlable on request andl on the Comparny's wabsite at

www.centrica.com. _‘

The Board is specifically regponsibie far:

» the development of stratégy and major policies;

» ihe review of managemedt performance;

= the approval of the annual operating plan, the financial
staterments and maior achuisitions and disposats;

» the Group's corporate responsibility arrangaments inclucding
health, safety and environment matiers;

* the Group's system of mtarmal contral; and

* CONpOrate govannance.

One of the Board’s mestings is speciically devoted to the
development of the Group'd strategic direction. This is continually
monitored ard a half vear réview is presented to, and discussed
by the Board, ’


http://entrica.com
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Board appointments, evaluation and training

There is a formal, rigorous and transparent procedure in place for
the appointment of new Cireclors to the Board. This is dascribed
on page 38 of the Ul Annval Report and Accourts, In accordance
with the Code and the Comparny's Articles of Associalion, all
Directors are subject (o election by shareholders at the first AGM
inliowing their appeintment o the Board and thereafter are subject
1o re-election every third year,

Buring the year the Board conducted @ formal and rigorous
performanca evaluation of its own pedomance and that of its
committeas and ingividual Directars, with the assistance of an
independent external faciliigtor, Zgon Zehnder International. The
gvaluation report concluded that the Board and its commiites
continue 10 operate effectively and builds upon tha progress of
RrEnd0IUS Vears.,

Aninduction programime laitored to meet the reeds of individual
Directors is provided for sach new Director. Direciors also receive
tragning andd updates troughout the year,

Internal controi

The Audit Commilttes reviews regular internal conltrol raports,
tracks igsues, monitors performance against objectives and
2NsUres necassary actions ars laken to remedy any significant
fallings or wesknesses identiied from 1hose repons.

The Board, with the advice of the Audit Committen, has reviewsd
the efiectivenass of the system of internal control, for the perod
from 1 January 2007 to the date of ihis report, and i satisfied that
the Giroup complies with the Turmbull Guidance. The Board wii
cortinue 1o routinely chalienge the management 10 ensure the
syslem of internal control is constantly improving.

Summary Remuneratior: Report

This is a summary of the full Rermuneration Report, which is
contained in the Annued PBeport and Accourts, coples of which
are availabie from our website at www.centrica.com.

it is the responsibllity of the Bemuneration Carmmiities to make
recornmendations to the Boarg on the policy, framework and cost
of executive remuneration, and the implementation of rermuneration
policy and determining specific remunaration packages for each of
the Executive Directors, it cansists exclusively of Non-Executive
Directors and has access 1o the advice of external consuttants.

Summary remuneration policy
The Cornmirtee ensures that the Group's remuneration policy and
framework provicles competitive reward for its Executive Directors
and other senlor executives, laking into account the Compary's
paerformance, he markets in which it operates and pay and
warclitions eisowhers in the Grouwp. In construcling the
remuneration packages. the Committes aims to achiove an
appropriate balance betweean fixed and variable compensation for
aach executive through the following key elements:
» 3 significart proportion depends on the attainment of demanding
periormance ohjeclives;

» Armual Incentive Schema (A1S) incentivises and rewards the
achlavernent of demandingchiectives; and

» long-lenm share-based incantives align interasts with the longer
term interests of the shareholders.

The Committee reviews the packages to ensure they continue o
promate the achievament of sheategic obiectives whils delivering
shareholder value; reflect currgnt best practice and meet the
Group’s business nesds; and enable the Group 1o attract and reiain
high calibre management. Chainges 1o the fufure policy and
framework of executive remunieration arrangerments were endorsed
by shareholders at the 2006 AGM and fully implemented in 2007,

IN 2007 executive remyneration comprised base salary, AlS, an
allscation of shares under the Long Tarm Incantive Scheme (LTIS),
and an alocation of shares untler 1ne new Deferrad and Maiching
Share Scheme (DMSS) No Biecutive Share Option Scheme
(ESO8] grants were made curng the year, although the Committes
tetains the discretion to make prants under the ESOS in the future.

As a matter of pelicy, the notick perieds in the Executive Directors’
senvice conlracls 4o ot excedrl one year, Tha Commities
exercised its discretion in respgct of the appointment of Sam
Laidlaw on 1 July 2008 and Nigk Luff on 1 March 2007, Eachi has a
service contract at contaling B notlce period of two years, which
will reduce to one year onthe g;econcj anniversary of their respeciive
clate of appuintrnent ;

The Committes befievis thal these arrangements are important in
provicding a polential remunardiion package that will attract, retgin
and continue to motivate Exeditive Directors ang other seniar
axpoutves in a markelplace thit is challenging and competitive

in both commercial and humah resource terms. [tis curently
imended that this remuneratioh poficy and framework, which is
fulty enciorsed by the Board, will continue for 2008 and thereafter,

Components of remuneration

For 2007 the maximum bonug payable under the AlS 10 the
Executive Dirgctors, should eviery single element of every obigctive
be achieved in full, was 125% of base salary. The current ohisclives
comprise financial performanc’p targets (64 %) and busineas-related
largats (36%). A bonus will be forfeited if the Committoe considers
overali parformance 1o have been unsatisfactory.

In 2007 initial awards undler th DIMES were made to Executive
Diractors ard! other Senior Exgoutives, 20% of the AIS payabie in
respect of 2006 was deferred Butomatically for a period of three
years and nvested in de!erredishares. Participants ware given the
opportunity to invest an adoitignal amount in investrient shares
from their aciual bonus, up to $0% of the individual's maximum
honus entitiernant in respect of 2006, Inftial arrangemeants in
respect of Sam Laidiaw and Nick Luff were put in plage. Fult detalis
can be found in the Annual Report and Accounts.

i
Dafarrad and investrmant snards were matched with concitional
matching shares, which will batreleased upon the achievernant
of a performance iarget (see table on page 26). For the purpogss
ol malching, the investment shares are grossed up for income tax
and National Insurance contributions.
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Governance
continued

Raleased malching shares will De increased to reflect ihe dividends
thas woLkd have been paid during the thres-year perforrmance
neriod. n ihe event of a change of conirel the rurmber of matching
shares that vast will be subject 1o tme-apportionment in ling with
best practice.

In 2007 LTIS ellocations wers awsrded o Executiva Directors
eoual 1 200% of base salary and at lower rates to other senior
execuiives, The release of giocations will be sublect1o the
parformance conddtions set out in the table below,

Prior 10 2008 allocations were made annuglly to Executive Directors
and other senior executives under the old LTS, in aceordance with
the: remuneration policy acoptod in 2001, Such allosations were
subiect 1o a perlomance condition as set out in the fabhle below.,

No grants of opticns were made during 2007 under the ESOS.
The adjusted EPS performance conditions for the ESOS are sat
oL below,

Summary Reports continued

Total Shareholder Return indires ~ Cenirica and FTSE 100 Index
for the five yeers ended 31 Decannber 2007

100

&) 02 Ui e 05 08 ar
- Coniricaplc = FTSE 100 TSR Index

Sturee: Alitteaa |1 H
31 Oaoomber 2002 = 100 :

The Centrica Management Pension Scherme (a contributory final
salary arangement) was clased to new srmplovees on 30 June 2003,
Execulive Directors in officg prior to this date participated in that
scheme during 2007, Altermative arangemernts are made for new

employees, including Sam Raldiaw and Nick Lulf, after thar date.
The graph coposite compares the Company's TSR performance :
with that of the FTSE 100 Index for the five years ended
a1 Becervber 2007

The Executive Directors arp also aligitie, on the sarms basis
as other emplovees, 10 pafticipate in the Company'’s HMRC-
approved Bharesave and Share Incentive Flan.

Performarice Condition Summary
Deforred and Matching Share S8cheme

Award Year  Vesting Criteria Pertormance Gondition over threg-year period

21 matoh wil be echieved for c:mrmﬂtwa £P growth of 28% o mare.
Zero matching for no cumuiative EP growih. vesting of matching shares
vrill incrense on a straight-Ine basis fween points,

2007 100% of matching shares on three-year
cumyiative group econcmic profit {EF)
performance targets

Long Term Incentive Scheme :
Award Year  Vesting Criteria Performance Condition over ihref—ynar period

2007 50% on BEPY growtt against RPY growth 37.5%: full vesting for EPS! growih axi:eeciing RP growth by 30%. Zero vesting
i EPS' growth fails to exceed AP gropvh by 9%. Vesting wil increase on a
strasght-ine basis between 239 and 100% 1 EPS' growth sxceels RP growih
by between 95 and 30%,

12.5%; il vesting for EPS' growth excesding R growth by 40%., Zero vesting
HEPS growth faiis 1o exceert B growth by 20%. Vesting will increase on a
slraight iine nasia hatween 25% and 100% ¢ EPS' growth exaseds R growth
Dy between 20% and 40%, i

Ful vesting for upper quiniie ranking.EZero vesting for sub-median ranking.
Vesting will incregse an a straighd-iine basis for ranking between median and
unsT quingiis, ‘

Fullvesting for EPS' growiin excesding BRI growth by 30%. Zero vesting if EPS'
growah fails [ excesd RP| growth by B%. Vesting will increase on a slraight-ine
Dasis etwasn 25% and 100% it EPS growth axceeds RP growth by batwsen
9% and A0%,.

Full vesting far upper Guintile rankdng. Zero vesting for sub-median ranking. Vesting
will ingreaze on g siraight-ling tasis for ranking between madian and uppsr quintila,

50% on T5H against FTSE 1007

2008 50% on BPS growth aganst RPl growth

50% on TSH against FTSE 1000

2042005 1065% on TSR ageenst FTSE 1007 Full vesting for upper quartia ranking. Zera vesting for sub-median ranking. Vesting

will increase on a skiding-scale basis far ranking between median and upper gudartile.

Executive Share Option Scheme

Award Year  Vesting Criteria

200012006 100% of options based on £PS' growth against
R groseth, Retesting for lurther twe vasrs for
options granted ue fo and including Aokl 2004,

Performance Gondition over ihm&-year period

Full yasting for EPS' growtn exceediw% B! growth by 18%. Zero vesting if EPS!
growih fails to excead PP growth by'9%. Vesting willingrease on 2 straight-ine
hasis between 40% and 100% | EPF growth exceeds Rl growth by between
9% and 18%.

w0 0 Wt gt OF the e LTS Suient 1o the cosrparative TS portomgees condrions, e most spbaaisie samoanston Ftu b the Comisiny
1 gt Tangy pond 8na LTS comparator groui,




Buradizled eyl
L s ] Testai ety 1 olituahong
in rginary <NaEsca e , o shares
penaon 2006 shaes ey DSBS v the: LTS
As at 31 December 2007 e neRd BN i) AR Y] T 2007
Executive Directors :
Phil Bentiey 1,136 623,718 181,727 1740,346
Sam Laidiaw & 1,079 341,064 272 451 891,320
Nichk Luif # 200,255 169,871 §276,545
Jake Ulrich 1,102 561,229 181,726 j743.626
3317 k
Non-Executive Directors
Heler Alexander 60 2520 -
Roger Garr 44 19,230 - :
Mary Francis 56 981 -
Ancrew Mackenzie 50 21,000 - .
Paul Rayner 65 5,000 -
Paul Walsh 50 4 800 --
825
Past Directors :
Mark Clars 412 - -
Sir Roy Garcdner T84 - -
Palricia Mann 21 - - ;
1,247
Totai emoluments 5158

%

0 Total emoluments fur Exboutive Ciroctors nclude ol toxabie benafts GAsing from employmant by the borrpw including the provision of acq (Barn Laxfaw and Jeks Unch were also provided with

a deiver ftr tenite porsonat milenge), financial counseling, madical msirance and e BEELMANCH POMILIME.

i} Aeorued penslon & thar which would ne peid ennuaty on ratimmen at ag B2, based on skgible senvics 10 and pensionabe salary at 31 Dechmbar 2007 Sam Lakim 1§ contractusally antitiad to
o salary supplament of 40% of bust pay i Beu of any pension provision, This amounted to £349,180 In 2007 of which £168, 7560 (nat incudtedl above) was pait drocty by the Company into s
petsonal pengion plan. Nick Lufl is contractually enbitled to a salary supplercnt of 30% of bese pay in lieu of any pansion provision, Ful deta\* of the: Directors’ pension scheme arangements can
e found in e Annuei Report and Acmunts.

i Executive Drattors shareholdings above include those held in the Share Incertive Plan und the daterred and nvestmant shares hald in the o} IS8, Full eialais of the DRSS can be lurd n the
Annuat Regort and Accounts, Ag at 21 February 2008, the benaficial sharehoidings of Phil Bontley end Jahe Ulnigh had each increased by 113 shares end thosg of Sam Lalgiaw eng Nick Luif nad

increasen by 114 shares acquired through the Sharm ncemive Plan.

vy Allogations weny mude under the LTS on 1 Apre 2005, 3 Agril 2006, 4 Seplember 2008 and 4 Agel 2007 The aggregate velse of shares vastpd tu Exaculive Directors undker the LTIS wis

£2.211,361,

M Options ware gramed Untfer e ES08 on 21 May 2001, 2 Aprit 2002, 24 March 2003, 18 March 2004, 1 Aprd 2005 and 3 Aprit 2008. Tha a*gragaie amoint of gaing rade by Exacitive: Dlreclurs
o !y exercise of share options was L615.838.




Financial calendar

23 April 2008 Ex-dividend date for 2007 final dividend:

25 Aprit 2008 Record date for 2007 final dividend

12 May 2008 AGM, Queen Elizabeth || Conference Centre, London SW1
11 June 2008 Payment date for 2007 final dividend

31 July 2008 Announcement date for 2008 interim results

_corsutation card was sent with the proxy forms to shareholders

12 November 2008  Payment date for propesed 2008 interim dividend

Electronic communications and the
Centrica website

At the 2007 Annual General Meeting (AGM), the Compary passed
& resciution alicwing the Cenlrica websile to be used as the primary
means of communication with its shansholders, A shareholder

in March 2007 engbiing them 1o choose 1o sither:

» receive sharehcldor documentation by website communication
by providing an emall address; or

» cordinug to receive shareholder documentation in hard copy
Dy rolurning the personakised card attached to the AGM
presy fom,

if the compleled card was not retumed, shareholders were
deemed in accordance with 1he Companies Act 2006 o have
agreed io receive shareholder documentation via the Centrica
wabsite, Thase shareholders, and those who positively elecied . .
for website communication, were sent, immec{liate!y pr{or e Register for electronic shareholder
publication date, a written notification that the 2007 sharsholcler communication to;

docurnents are available 1o view on the Centrica website at
www.centrica.com/reports 2007

» view the Annual Report and Accounts
The new eiectroric arrangements provide sharehokders with the on the day it i$ published;

appariunity 1o acoess information in a timely manner ang help : ni
Centrica to reducs both s costs and #s impact on the environment. > ?Cea\iﬁeﬁ:ra?:‘:);gggen Sh&!’@h@!der
OC _ )

The: Cenirica website s www.centrica.com provides news and % Cast your AGM vote electronically; and

details of the Company’s activities, plus information on tha share ! : :

price and ks to fis business siles, > manage your $h?T9h0*ding C{Ulefy
and secursly gnline.

The investors’ section of the websile contains up-to-date

inforrmation for shareholders including cormprehensive share price d -y i e
informetion, financlal results, dividend payrent dates and For more mformation and to reQ‘Ster visit:

amounts, and sharehoider documents. www.centrica.¢omishareho!ders
|

i
}
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Shareholder services

Centrica shareholder helpline
Gentrica's shareholder register is maintained by Equinit, which is
responsible for making dividend payments and updating the register.

i you have ary guery ralating (o your Centrica shargholding, lesse
contact our Registrar, Bouingi:

Telephone: 0871 384 2985*
Text phone: 0871 384 2265*
Emall: centrica@equiniti.com

Wite to; Equiniti
Agpect Mouse, Spenuer Road,
Lancing, West Sussex BNGS 6DA

"Garls o these nUmbers are charged 2 8 penss per miruie from
@ BT lanaling, Cndr provicers' Ieephory costs may vany,

Arange of frequently asked sharsholder guestions 18 alse avaitable
al www,.centrica.com/shareholders,

Direct dividend payments

Maka vour litg easier Dy having vour dividends naid directly into your

bank or huilding seciety aceount on the dividend payment data,

The penstfiis of this service include:

w ther is no chance of the dividend cheque going missing in
thie post;

* [he dividend payment Is received more quickly as the cagh
is paid directly into the account on the paymesnt date without
the need to pay in the chague and wail for it to clear; and

w o single consolidated tax voucher is issued at the end of each
tax year in March, in time for your self assessment tax retum.

To register for this service, please call the sharsholder helpline
on 0871 384 2985 to request a direct dividend payment fomm
or download # frorm www, centrica. com/shareholders.

The Gentrica FlexiShare service

FlexiShare
.—"'—"‘-q\__/ :

FlexiShare is a ‘corporate nominee’, sponsored by Certrica
and adminisierad ty EBquiniti Financial Services Limited. | is

a convenient way 1o manage your Cenbica shares without the
need for & share certificate. Yéur share account details will be
held on a separate ragister afi:i you will receive an anrual
confimation staterment. !

By transfarring your shares ito FlexiShara you wil benefit from:

» lpw-cogt share-dealing fac’lities provided by a pans! of
indepandent share deafing providers;

» cuicker settlement periods;

* no certificates 1o lose: an

» a dividend reinvestment pf ~ your cash dividend can be
used ta by more Centrica shares (for 2 small dealing charge)
which are then credited 1ojyour FlexiShare accouni.

§

Participants wil have the sami rights to attend and vote at genaral
meetings as all other sharsholders. There is no charge 1o holding
your shares in FlexiShare, notifor ransferring in or out at any time.

i
For fuither details about Flﬁxi$hare, piease call the
Certirica sharsholder halglingjon 0871 384 2885 or visit
www.centrica.com/flexishpre,

1
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[}inect Energy Business, LLC
|(fka Strategic Energy, 1.1.C)

Exhibit C-2
SEC Filings

The corporate owner of Direct Energy Business, LLC is Direct Energy Services, LLC, an indirect
wholly owned subsidiary of Centrica plc. Centrica plc is headquartered in Winsor, UK. As a foreign
entity, Centrica is not subject to SEC jurisdiction, and thus does not have SEC fflings.




Exhibit C-3
Financial Statements

Attached are the two most recent years (2006 and 2007) of audited fi
Energy Business, LLC (fka Strategic Energy, LLC).

(T] CONFIDENTIAL

Direct Energy Business, LLC
* (fka Strategic Energy, LLC)

?ancial statements for Direct
|




Attached is a sample Guaranty issued by Direct Energy Business, L

Centrica plc.

Exhibii C-4
Financial Arrangements

(T] CONPIDENTIAL

Direct Energy Business, LLC
(fka Strategic Energy, LLC)

L'C’s ultimate pareal company,




Exhibit C-5
Forecasted Financial Statements

iDirect Energy Business, LLC

(tka Strategic Energy, LLC)

Due to the recent acquisition of Direct Energy Business {formerly Sd-ategic Energy) by Direct
Energy Services, LLC, and the integration efforts related to same, forecasted financial statements are
unavailable at this time. As soon as forecasted financial statements for Direct| Epergy Business become
available, they will be provided under separate cover as a supplement to this application,

(7] CONFIDENTIAL



]Zbirect Energy Business, LLC

Kfka Strategic Energy, LLC)
Exhibit C-6
Credit Rating !

Direct Energy Business does not maintain a credit rating by Dun & Bridstreet, nor does it
maintain a senior debt rating from Duff & Phelps, Moody's Investors Service of Standard & Poaors, Direct
Energy Business relies on the credit ratings of its ultimaie parent company, Ccﬁtnca ple. The credit ratings
of Centrica plc are included below.

11) :
12) Ef:dé!lr
13) Shast ¥
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]:'?iract Energy Business, LLC
i(fka Strategic Energy, LLC)

Exhibit C-7
Credit Report

Direct Energy Business is not able to provide a credit report due to ouré arrangement with Dun &
Bradstreet, Direct Energy Business is providing its D&B number, with which dny interested party may
request a copy of the credit report. Strategic Energy's D&B # is 80-077-0810.



Exhibit C-8
Bankruptcy Information

Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Direct Energy Business, LLC (fka Strategic Energy, LLC) has had no reorganizations, protection
from creditors or any other form of bankruptcy filings. The same is true of the Officers of Direct Energy

Business, LLC, referenced on Exhibit A-10.




Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit C-8
Merger Information

Direct Energy Business, LLC (fka Strategic Energy, LLC) has undergone a change in corporate
ownership. The former corporate parent of Direct Energy Business, LLC (fka Strategic Energy, LLC), as
should be reflected in PUCO files, was Great Plains Energy, Inc. of Kansas City, MO, The new corporate
owner is Direct Energy Services, LLC, an indirect wholly owned subsidiary of Centrica plc.

Regulatory approvals from FTC 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
clased on June 2, 2008,



Direct Energy Business, LLC
i(fka Strategic Energy, LLC)

Exhibit D-1
Operations

Direct Energy Business maintains a 24-hour operation for buying and Lel]ing in both Retail and
Wholesale markets. Direct Energy Business has the ability to purchase and sellipower from the wholesale
market on an hourly, daily, weekly and monthly basis. After buying or selling the power, Direct Energy
Business then schedules the energy with the Control Areas. This process entails buying and scheduling
transmission and ancillary services and properly creating and submitting NERQ tags (via QATI software)
to the Control Areas. Qur Retail and Wholesale schedules are confirmed with the Control Areas to ensure
flow prior to start and at the end of the schedule for verification of flow.




Direct Energy Business, LLC
i (fka Strategic Energy, LLC)

Exhibit D-2
Operations Expertise

Wildred Dancil

Senior Portfolioc Manager (MISO and PIM)

Over four years electric operational experience

Over two years OASIS reservation process experience

Over twe vears NERC experience

Over three years experience working with rules and praciices established by NERC
Previous Employment: CNG Retail Service Corp. — Senior Power Scheduler
Education: BS, Economics, Fairleigh Dickinson University

Thomas Foster

Manager of Real Time Trading

Over six years of operational, QASIS reservation process, and NERC axpa‘lence
Over four years experience working with rules and practices established by NERC
Previous employment: Morgan Stanley - Financial Advisor

Education: BS, Finance, Indiana University of Pennsylvania

Power Coordination

The Power Coordinators group at Direct Energy Business includes 12 enengy professionals with a
combined 47 years of experience in energy scheduling and related issues. The group includes a five-
person rotating shift providing 24-hour coverage for scheduling changes, reserve implementation,
curtailment orders and interruption plan implementation.

The contact information for the Power Coordination group is as follows:

Power Coordinators

Direct Energy Business, LLC .
Two Gateway Center, 9" Floar i
Pittsburgh, PA 15222 i
412-394-6500 (voice)

412-394-9731 (fax)

powercoordinators@sel.com




Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit D-3
Key Technical Personnel

Janet Scherer

Director of Data Operations

Over 20 years experience with EDI/programming/iechnical support -
Previcus Employment: Eaton Cutler-Hammer — Product Manager, Manager EDL & Tech Support
Education: B.S. Computer Science - University of Pittsburgh

Janet. Schereri@directencrey.com

412.394.6684

Direct Energy Business has the ability to transmit and store large volumes pf data as demonstrated by
our current activity in many markets, We have numerous solutions both thfough ESG and internally at
Direct Energy Business to connect and send/retrieve data. To name a few:;

e  (ISB secure internet protocol for point to point file exchange;

s  Traditional EDI Van mailbox processing;

* FTP file exchange;

¢ Secure Website access and exchange of data;

¢ Email attachment (not preferred) exchange of data.

Direct Energy Business is fully equipped 1o exchange data with other markbt participants, based on our
operations in existing markets in which Direct Energy Business is licensedicertified to do business (see

Exhibit B-1). Direct Encrgy Business is a member in good standing with the following [SOs: PIM
Interconnection, ISO-NE, NYISO, MISO, CAISO and ERCOT.



Direct Energy Business, LLC
(fka Strategic Energy, LLC)

Exhibit D-4
FERC Power Marketer License Number

Direct Energy Business, LL.C’s (fka Strategic Energy, LLC) FERC Power Marketer License

number is ER96-3107-000,



