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Centrica Energy —

a balanced upstream portfolio to provide
advantaged supplies to retail businesses

Supply
« British Gas Residential Energy
« British Gas Business
Production and Storage
« Offshore gas production
« Offshore gas storage
« Electricity generation — 8 CCGTs (over 3GW)
« Langage CCGT development
Renewables investment - £750m commitment
» Glens of Foudland, Braes of Doune
« Barrow Offshore Wind
* Lynn/Inner Dowsing
* Round 2 Greater Wash — 1.25GW developments

Trading and Risk Management

British Gas d



Diverse new gas supplies are coming to the UK
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Further expansion potential at Dragon and South Hook not shown
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Factors to consider in gas security of supply

More diverse sources of supply  than any other European
country

Strong incentive  for exporting nations to keep gas flowing

Significant investment in gas storage on the way — subject
to planning issues

Last winter provided strong evidence of demand side
response



Power reserve margins moving to historic lows

By 2020 some 20G\W of plant is predicted to close (Nuclear/Coal)
Peak demand Is also growing by ~500MW p.a

Reserve margins are expected to tighten significantly
Increased spark spread
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So what will replace the capacity shortfall?

Sustained higher and more volatile gas prices  have challenged
dominance of gas

Nuclear and clean coal are now back in the picture

In critical period between 2008 and 2015
« renewables will play an important role, hitting 15% target by 2015

* nuclear and clean coal with CCS may have role but nuclear not viable
In this timescale and CCS unproven

Therefore gas-fired CCGT must continue to play a key role in
critical period

Clarity on NER for phase Il vital to getting CCGTs built

Longer-term, lack of a long-term signal on carbon price creates
two risks:

* |Investment decisions delayed  due to confusion over carbon

« Investment patterns  that are inconsistent with long-term objectives on
carbon reduction

Replacing opted-out coal with CCGTs gives massive carbon
emissions reduction

« Estimate ~30mT CO, emissions reduction  from replacing coal plant



Investment Decisions Under EU-ETS - (Indicative Only
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What MIGHT the capacity mix look like in 20207

| Crewnoies

But then again, it might look completely different!!!



