Capital Markets Presentation
12 March 2010

centrica




Sam Laidlaw
Chief Executive

centrica




09:00 Main presentation

- Context and strategic direction Sam Laidlaw
- British Gas Phil Bentley
- Centrica Energy Mark Hanafin
- Direct Energy Chris Weston
- Financial overview Nick Luff

- Wrap-up and Q&A
11:35 Breakout sessions
15:50 Wrap-up
16:00 Drinks
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2006-2009: the first step in the journey

Our Strategic Priorities

1) Transform British Gas

2 Sharpen the organisation and reduce costs
3 Reduce risk through increased integration
4

Build on our growth platforms
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The market environment

Key trends Centrica competitive advantages

€ Energy efficiency

B Only utility with large-scale services capability

@ Electricity decarbonisation B» Low carbon power generation

@ Volatile commodity prices B» Integrated business model
Unique dual fuel hedge
Gas storage capability

@ security of supply imperative B Diverse gas, renewables, nuclear portfolio

Leading LNG importer to UK

T e




The next stage: our vision

Our vision is unchanged.:

To be the leading integrated energy company
In our chosen markets




The next stage: our strategic priorities

@ Grow British Gas

. . leading the transition to low carbon homes and businesses

@ Deliver value from our growing upstream business
. .. Securing sustainable energy for our customers

@) Build an integrated North American business
... with leading positions in deregulated markets

@) Drive superior financial returns
... through operating performance and our investment choices
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Market opportunity

Al mperative to transform energy effici
A Substantial growth in demand for insulation and energy related services
A Commercialisation of green technologies, e.g. microgeneration

A Smart meters leading to home automation and deeper customer relationships

.

Market winners will be energy suppliers
with broad servicing capabilities




British Gas is uniguely placed to capitalise on the

market opportunity

A 12 million homes, half of UK households
Customers A No.1 domestic gas supplier, No.1 domestic electricity supplier
A One million businesses, No.1 in SME gas and electricity

A National base of 9,000 highly trained engineers

Capabilities . : : .
P A No.1 Service & Repair, No.1 Boiler Installations

Brand A No.1 in brand metrics, particularly trust

A Most advanced IT platform

Scale . : :
A Economies of scale to deliver lowest cost to acquire and serve

Policy A Unique UK upstream / downstream presence

A No.1 for online and smart meters
A Leadership in low carbon technologies
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Over the past three years, we have transformed customer service..
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A Unprompted Brand NPS moved into positive territory, now regularly No.1 or No.2

A British swimming sponsorship generating good awareness and driving positive NPS

A Widespread recognition for Green Streets and Generation Green schools programme




We are leading on price and growing customer numbers and value

o
o
o Energy price position vs customer growth British Gas households (‘000)
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AARCheapest major supplier in Britain for both

A Launched bundled energy and services offerings for residential and business customers
A Restructured pricing to reduce loss-making customers across energy and services

A Improved targeting, screening and cross-sell to acquire and retain valuable customers




British Gas is able to deliver sustainable profits even with

volatile wholesale markets

Operating profit (2004-09)
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Strong profit growth and low capital requirements




We will build on the transformation of British Gas
to deliver our new strategic priorities

6Take the | d Experts at
the heart of

Combine British
homes and

Make the and work OOptimise the Db _
business work together businesses
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A6Opti mi se t htelevérags scaleeasdsfiiciency benefits
A6 Take t hheoughieraitidn in existing growth areas
A6Capt ur e n e byemaacikgeéwsethnologies and channels
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Optimise the business

Deliver sustainable profits in Residential Energy
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Energy churn down
33% since 2006

2009

20%

15%

10%

5%

0%

Joint customers churn
30% less (2009 data)

Energy Energy &

only

services

150%

100%

50%

0%

-50%

Energy sales - optimised by channel
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. Change in sales volumes (2007-2010)
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Field Sales Online Outbound Services

A Expand bundled products portfolio, building on successful launch of EnergyExtra

A Focus on cross-serve and cross-sell for energy & services customers

A Engineer channel launched early February, generating high quality leads




Optimise the business

Realise cost synergies to invest in future growth

Heating Services (Back office FTE per 100,000 contracts) Operating costs (Residential Energy & Services excl. bad debt)

Heating Services
efficiency

60

. Front&
back office

Overheads
Marketing
I I /sales
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Reinvestment

Back Office FTE per
100,000 Contracts

Operating Costs (£bn)

- 7

Y .
£100m cost saving

Jan Jan Jan Jan 2008 Costs Like for Like 2010
2007 2008 2009 2010

A Focus on back office processes has cut costs and improved customer experience
A Proactive credit management has reduced bad debt charge

A Reinvestment to drive growth in key areas, e.g. online, customer service, new markets




Take the lead

Innovate to drive step change in online

Online penetration
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A Online transactions doubled since 2008 to over 4 million

A Self-serve transactions now account for 38% of total contacts
A Leading innovation standards with EnergySmart and iPhone application
A Use online and smart functionality to increase customer control




Take the lead

Transform Heating Services growth

British Gas households Market opportunities

100%
Market revenue
(estimated)

75%

BG share of UK

50% households

Market Share

25%

- Other
- BG share

Source: LEK, Oliver Wyman
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On Demand Installations

Repairs & Servicing

A New flexible propositions, including insurance, to tap into 8m energy only customers
A Drive conversion of installation leads via lower pricing, funded by improved productivity
A Dramatically increase On Demand via engineer flexibility, better awareness and new pricing

Investment in engineer efficiency to transform services growth




Take the lead

Access new channels in Electricals & Plumbing

Product holdings Product penetration of energy base
20%
All'in millions British Gas HomeServe o
_ _ E 15% |
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Heating and Drains Electrical Appliances

A Strong growth in operating profit to over £100m in 2009 (3.8m products)
A Similar scale business to HomeServe plc and currently growing more rapidly

A Increase energy customer penetration through awareness, pricing and bundling




Take the lead

Build on the current momentum to sustain growth in British Gas Business

SME retention Business customer segmentation
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A Consistent profit growth (c25% p.a.) to £183m in 2009, with six value-creating acquisitions
A Leading in smart meter installations, Energy360 analysis and remote multi-site monitoring

A New segmented strategy: cut costs in small SMES, invest to grow medium-sized SMES,
drive rapid valueinmulti-s i t es service solutions, Aafix or




Capture new markets

£bn

Capitalise on opportunities from transition to low carbon homes

Insulation - domestic market forecast Microgeneration installation i revenues market forecast
1.6 12
Source: DECC, British Gas Source: DECC, British Gas
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A CERT and CESP programmes have created a leading position in insulation market

A Creating national installation coverage, exclusive partnership with Rockwool

A Broad spread of capabilities in solar, fuel cell boilers, biomass, biomethane

AOnly energy supplier chosen to participate i




Capture new markets

Forge strategic relationships with local authorities

Local Authority spend on property services (2009) We are setting out a new strategic role for local authorities.
Those that respond to the challenge will be able to lead, drive
and co-ordinate local action i and energy companies will be
obliged to work with them in this effort.

Broader Facilities Management: i
structural works, furnishings, kitchen/bathroom Ed Miliband, Energy Secretary

S fit-outs, roofing, cleaning & environmental, V
@ windows, floors
Under the Green Deal é. Trusted
: _ - enterprises, housing associations, local authorities and local
Energy & related services: gas install & maintain, businesses would be entitled to provide energy efficiency
electricals, plumbing, security, metering, insulation . ,
improvements to people's homes
SeE Gl Greg Clark, Shadow Energy Secretary

A £15bn total market, £4bn within our core energy & services capabilities

A 5 million homes in social housing, market will grow driven by environmental obligations
A Local Authorities will be key partners for rolling out HEMs / Green Deal

A We have existing relationships with over 100 Local Authorities (25% of total)




Capture new markets

Leverage smart as a platform for Home of the Future

Smart meter roll out: British Gas
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Data Processing

AAdopting figo ear |l yo s t-ouatdgaigfirstmover ddvastagar t met e |
A Creating British Gas smart metering with national network of 2,300 engineers

ALeveraging smart meter install with a custom
A Building technology partnerships




Grow British Gas:

good growth prospects with low capital requirements

Op Profit £m

Take the Lead Capture New Markets

A
A p ~
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Build insulation

Business

Residential
Energy

Business: business, partner
Grow Electricals & segmentation W't.h. Local .
: . SN Authorities, lead in
Plumbing via cost efficiencies Microgen & Smart
Grow share of On higher penetration & services growth 9

Demand and & new channels
Boiler Installations,
roll out Insurance,
invest in Engineer
Efficiency
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Optimise the Business: Sustainable profits from Residential Energy

Outstanding customer service
Customer segmentation & targetin i [

. > g < Customer growth Aealeie]
Innovative products & propositions Energy
Competitive pricing
Cost savings and share growth to offset consumption decline
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Market opportunity

Power Generation

A UK and Norway gas remain lowest cost for A Medium term shift to low carbon generation

UK gas delivery A Government focus on renewable energy
(offshore wind) to continue

A Increasing recognition of the role of new
nuclear in meeting low carbon and security
of supply objectives

A Tightening reserve margins due to plant
closures beyond 2015, with increased
intermittency

.

Upstream Gas

A Majors exiting the North Sea

A Extensive infrastructure (gas pipelines)
already present in the UKCS and NCS

A Gap between UK supply and demand
expected to be filled by LNG

Volatile prices and threat of supply disruption underscores need for UK security of
supply and supports long term need for vertical integration




Our distinctive capabilities and ability to execute strategy are key

to delivering value from our growing upstream business

Distinctive capabilities Strategy

A Transformed scale and capability Deliver value from our existing assets . ..
in upstream gas

ALeading consolidator of mature and
AOnly o6dual fuel 6 IR dg e dorpkbKed assepsinlthg UKCS

business AOptimisation of power generation fleet

A Low carbon intensive generation
fleet ... and our pipeline of low carbon

A Leader in offshore wind i nvest ment choicesé

A Leading capability in UK gas AOffshore wind, new nuclear, gas
storage development, gas storage

€ to secure sustainabl e
energy for our customers

T e
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The CE Upstream gas strategy has transformed the scale and

capability of the business

Upstream Gas strategy Benefits realised

UK, Netherlands Offshore A Experienced Venture team with industry

Be the leading consolidator and Iead.lng S'kl||S I commercial, geoscience and
engineering

operator of mature and orphaned _
A Strong presence in the UKCS

assets

Norway A Transform Centrica Upstream business from
Partner with leading NCS 6blow downo to sustain
operators, progress into operation A Portfolio of valuable development options

LNG off-taker AA full service operato
Develop LNG structures with path production for 2009 is operated)

to direct off-take rights into the AGreater control and f|I

Atlantic Basin decisions




While our gas and oil reserves have increased by 50%, the

change in their composition has also brought key benefits

CE Upstream 2P Oil and Gas reserves Benefits of changes in portfolio composition
400

400

A Lower effective tax rate

/ - . . ~ 2
/ Lideselapea i nduction of fAyounger o
2P Reserves :
. tax rates has reduced the overall effective
tax rate

AlIncreased flexibility, control and a clear
pipeline of future development options

I increase in relative and absolute size of
undeveloped reserves

I significant opportunities to target and time

200

(MMboe)

Developed
2P Reserves

100

0 investments
CE Upstream CE Upstream I a majority-operated portfolio across
reported year-end reported year-end bined t
2008 reserves 2009 reserves combined assets

A Full audit of Venture gas and oil reserves complete
A Reserves redefined using internationally accepted and prudent 2P recognition methodology
A 2P Reserves are equivalent to the sum of Proved plus Probable Reserves




Our pre-Venture production profile

Upstream Oil and Gas production profiles

Production (bcfe)
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Our production profile is now sustainable, both in the

near and long term . . .

Upstream QOil and Gas production profiles

Production (bcfe)
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. .. the combined portfolio has enough scale to present
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Development optionality

Existing
Production

In Flight
and Core

Development
Options

A Bulk of our portfolio and has lower finding
and development costs and lifting costs

A These assets satisfy our base-line gas
requirements

A ~£100m capex
between 2010 - 2012

A Underpins 60-65% of
production by 2012

A This represents our next class of assets A ~£600m of capex A Statfjord
AInflight i already in development between 2010 - 2012 A Chiswick
A Corei planned development in next 3 years A Will provide 15-20% of A F3FA
A Will maintain production at close to 80% of production by 2012, and A Stamford
2009 levels beyond A York
A Cygnus
A Represents the longer-term investment A ~£1,100m capex between A Peik
options 2010 - 2012 A sycamore
A Will support production beyond 2012 A Increasing to ~40% A Ensign
production by 2015 A Kew
A Fulham / Arrol
A Christian

Acama. ..




Our recent acquisition of gas assets in Trinidad has given us our

first producing LNG position 7 and further options

Upstream QOil and Gas production profiles
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