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2007 Performance - future commitments

Centrica Energy

¢ Review community investment activities and define future
policy and approach, aligning with British Gas activities.

Employee involvement

¢ Improve the systems available to employees to enable
them to engage with their communities.

Education programmes

¢ Launch national programme enabling schools to
reduce their carbon footprint and take action to
tackle climate change.
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Vulnerable customers

¢ Continue to work with public and voluntary sector
partners to identify and support vulnerable customers and
address fuel poverty.

Direct Energy

* Review community investment policy and develop a new
approach with greater focus on tackling key issues in a
sustainable way.

External benchmarking

¢ Continue to benchmark our performance through
recognised external indices and through research with
employees and external stakeholders.
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Supply chain
Overview

Our commitment

We are committed to working with our suppliers and
business partners to integrate our business principles
into our supply chain activities.

Operating context

For any large organisation, procuring goods and services
is a complex global activity. To remain competitive
companies are adopting new procurement strategies such
as increasing outsourcing and sourcing from emerging
markets. Energy companies in particular must focus their
efforts increasingly on developing countries and less
stable economies to find new sources of energy.

Companies are regularly held to account by consumers,
NGOs and investors for failing to manage the social and
environmental impact of their supply chains. As a result,
there is a growing need for companies to focus on both
their own operations and the activities of their suppliers
and business partners.

Our impact

Every year we spend billions of pounds purchasing
goods and services to support the delivery of our
business activities: including gas and electricity,
outsourced services, central heating boilers, electrical
parts and metering. In the course of this activity we

are responsible for delivering value to our investors

and customers, while observing responsible purchasing
practices, which align with our business principles.

102

www.centrica.com/cr07

Our strategy

We expect our suppliers and business partners to
understand and uphold our business principles. Our Group
Responsible Procurement and Supplier Management
Policy explains the conduct we expect of ourselves and
our business partners, the operating standards and how
we integrate these standards into our procurement and
supplier management activities.

We assess our supply chain activities to identify and
prioritise risks, and check that business partners have in
place processes to manage the social and environmental
impact of their operations.

If underperformance is identified we seek to work with
business partners that commit to a mutually agreed
remediation plan. Our supplier management programme
enables us to monitor performance in our supply chains
through regular meetings with business partners.

We recognise the benefits of working with our suppliers
and business partners to share knowledge and expertise
that will help both organisations develop good social,
ethical and environmental policies and processes.
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Supply chain

2007 performance - previous commitments

New responsible procurement policy Progress
Develop a new responsible procurement policy to articulate how we apply our business principles in PY
our relationships with suppliers, contractors and business partners

Extend risk mapping Progress
Extend CR risk mapping to our international and UK upstream activities and work with Direct Energy P
to introduce a consistent approach to our North American activities

Strategic supplier workshop Progress
Host responsible procurement workshops with strategic suppliers to communicate our policy and PY
discuss best practice

Guidance for procurement teams Progress
Build on our successful supply chain briefing session by providing practical guides to our procurement ®
team on the likely CR impact areas in our procurement categories

Carbon footprint assessment Progress
Undertake a carbon footprint assessment of our top 20 suppliers in the UK and encourage them to PY

work with us to deliver our environmental goals and targets

@ Achieved
. Partially achieved
@ ot achieved
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Supply chain

www.centrica.com/cr07

2007 performance - our initiatives

New responsible procurement policy

In 2007 we introduced the Group Responsible
Procurement and Supplier Management Policy to extend
our business principles into our supply chain activities. Our
CR Committee led the policy development which involved
review and approval by the Board and Executive Directors
and consultation with key suppliers and business partners.

The policy contains six key elements:

¢ Ensuring integrity in our business transactions

¢ Dealing openly and fairly

¢ Respecting human rights

¢ Focusing on health, safety and security

¢ Tackling climate change and environmental impact
* Responding to feedback

We continued to work with our procurement teams to
increase understanding of key CR issues. A procurement
conference dedicated to CR issues helped raise
awareness among procurement managers. With our

new policy now in place, more structured training for
procurement teams is something we will revisit in 2008.

Supplier workshops

We held two workshops with our strategic suppliers to
communicate our new policy and to create a platform

to discuss and share best practice on supply chain
responsibility. Those involved included Vodafone, Royal
Mail, GE and Cognizant, and all suppliers responded
positively to our approach and openly shared information
about their policies. We intend to hold future events to
maintain this dialogue.

Green supply chain event

We hosted an event for suppliers and our procurement
teams to highlight environmental considerations in supply
chains. Gearéd Lane, managing director of British Gas
New Energy, outlined our low-carbon strategy and our key
suppliers highlighted new low-carbon technologies and
innovations that will help us meet our goals.

We did not progress our plan to undertake a carbon
footprint assessment of our top 20 suppliers.

104

In-depth analysis

We initiated a project in partnership with Worcester Bosch
to analyse the supply chain for boilers and parts that we
purchase from them. Together we are taking a detailed
look down the supply chain to ensure that social and
environmental matters are effectively managed. We will
report the results of this project in our 2008 CR Report.

Extending risk mapping

The introduction of our new policy enabled us to extend
our approach across Centrica Energy and to our activities
in North America. There is more work to do to create

a consistent approach across the Group and this will
continue to be a key area of focus moving forwards.

North America

A comprehensive Contractor Management Standard
was introduced to address the risks posed by third-
party contractors. As a result, contractor selection and
orientation processes are now more robust, temporary
custody transfer processes are adhered to and site/
contractor inspections are more frequent.

We have not yet defined appropriate performance
indicators in relation to supply chain responsibility.
Following the publication of our Responsible Procurement
and Supplier Managements Policy in 2007 we are
currently developing processes to track and report on its
implementation. We will provide an update in our 2008
CR Report.
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Supply chain

2007 performance - future commitments

Communicating our approach

* Communicate our Business Principles, Guide to Sound
Business Practice and Responsible Procurement Policy
to suppliers and business partners.

* Work with our business partners and suppliers to increase
their awareness of our policy and our expectations in
relation to its implementation.

* Introduce an online portal for suppliers and business
partners to communicate our Business Principles
and key policies.

CR refresher training for procurement teams

* Deliver refresher training to procurement and supplier
management teams on social and environmental
considerations and on the implementation of our
new policy.
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Monitoring our performance

* Develop performance indicators to track the
implementation of our approach.

* |dentify key performance indicators for publication to
external audiences.

* Evaluate the effectiveness of the risk assessments on our
procurement activity and relationships with suppliers.

Extend our policy across the Group

* Continue to work with business units to ensure that our
policy is integrated across all procurement activities.

* Hold further supplier forums for our upstream and North
American operations.
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Structured engagement with all relevant
stakeholders is fundamental to the way we
do business. It helps to build trust,
demonstrate transparency and to identify
risks and opportunities.

Investors

Addressing our social and environmental impact helps us to manage risk, protect
our reputation and deliver strong returns for our shareholders.

Trade unions

Employees

Our
stakeholders

Suppliers
& business
partners

Governments
& regulators

Dialogue with stakeholders

It is essential that we are alert to evolving trends and opinions
— among employees, customers, policymakers, investors

and wider stakeholders — so that we can fully understand our
impact on society and the environment and contribute our
expertise and experience to public debate.
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Customers
Overview

Our priority is to provide the best value in the
marketplace by delivering good-quality customer
service and being competitive on price.

As a multinational energy company providing essential
services to millions of customers every day, understanding
their evolving needs is very important. Being responsible
and responsive in how we manage relationships with our
customers is central to our business strategy.

Consumer research

We use a combination of focus groups, interviews

and larger-scale surveys to gain insight into customers’
perceptions, identify the needs of specific groups and
tailor our products and services accordingly.

Direct feedback

Our customer service advisers and engineers talk to
thousands of customers every day. We encourage

them to capture feedback on concerns and opinions

that will help us to improve our service. We also encourage
customers to give direct feedback via our websites and
call centres, and we are focused on resolving complaints
quickly and efficiently.

Measuring satisfaction

Customer satisfaction is a key element of performance
appraisal for executive directors and senior managers.
We closely track our performance by asking customers
to rate the quality of our service.

Here are some examples of our dialogue with
customers in 2007.

Customer satisfaction

We have a major programme of customer satisfaction
research to ensure we deliver the best possible service
to our customers.

British Gas Services

We write to more than 500,000 customers each year to ask
their opinion of our service. In 2007 key concerns included
setting and keeping appointments and multiple visits
required to complete jobs. Our improvements included
engineers calling ahead to let customers know their likely
arrival time, initiatives to reduce the number of repeat
visits and trialling two-hour appointment slots

(instead of am/pm).
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British Gas Residential

We interview more than 12,000 customers each year

to identify where we need to improve our service. Key
issues for customers in 2007 were the speed through to
getting someone who could deal with their query and
our ability to resolve their issue first time. In response we
have introduced initiatives to reduce the average speed
to answer. We have significantly reduced email response
times and established reduction of repeat contacts as

a priority.

British Gas Business

Each month, our in-house British Gas Business team talk
to 2,300 customers to find out the likelihood that they
would recommend us as a supplier and why.

Direct Energy

Direct Energy conducted ‘moment of truth’ research with
55,000 residential and business customers to determine
the level of customer satisfaction with the way we interact
with them. Our customers identified a number of key
issues including unacceptable waiting times to speak with
a customer service representative and difficult navigation
with our interactive voice response programme. In
response we have significantly reduced call waiting times
by adding approximately 400 remote customer service
representatives and we have simplified our interactive
voice response programme.
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Customers

2007 performance

Responding to customer needs
British Gas Residential

We conducted in-depth interviews to understand how
customers handle the various bill enclosures they receive
and how they would prefer to receive information from us.
This is being used to improve the format and content of
future account enclosures.

British Gas Services

We developed ‘Love Your Customer’ sessions for
employees to appreciate customers’ thoughts, views
and feelings through a variety of channels including
verbatims, visits with engineers, listening in to customer
calls and reviewing complaint reports. We used feedback
from engineers and customer service advisors across the
country to put together a set of Customer Commitments,
representing what we pledge to our customers.

British Gas Business

We held landlord forums to establish a two-way dialogue
with customers and identify critical needs. We also ran a

quarterly survey to track performance of billing, metering,
getting through and service.

Direct Energy

We surveyed 10,000 consumers to measure perceptions,
expectations and perceptions of Direct Energy and its
competitors. This helped us measure brand awareness
and consumers’ opinions about competition and emerging
products. We also used customer focus groups and
surveys to gauge consumer reaction to our entry into the
British Columbia market. This successfully shaped our ‘go
to market’ strategy.
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Green issues

Our dialogue with customers on climate change and
environmental issues has increased significantly in recent
years across all of our markets.

British Gas worked in partnership with The Guardian
online to publish a series of consumer advice columns

on energy efficiency and low-carbon products. We used
blogs to have conversations with consumers and promote
awareness, understanding and debate. Topics included:
Energy Saving Week, insulating and green labelling.

The British Gas Corporate Responsibility Tracker monitors
consumer perceptions of us and other companies. We
also engaged MORI to conduct research into consumer
priorities. Our year-on-year performance improved and
remains ahead of the other major UK energy suppliers.
Recycling and environment continued to be the key
things consumers believe companies should contribute

to or support.

We also engaged widely in the development of our British
Gas Green Streets and Generation Green Initiatives.

In North America, Direct Energy has recognised, through
dialogue with customers and market research, that

our customers are looking for products and services
that empower them to take action to combat climate
change. That is why we launched, and continue to seek
opportunities to launch, products and services like our
carbon-neutral gas plan and green power products.
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Investors
Overview

Addressing our social and environmental impact helps
us to manage risk, protect our reputation and deliver
strong returns for our shareholders.

We believe there is an intrinsic link between corporate
responsibility and strong financial performance. Both
mainstream and socially responsible investors are
increasingly taking into account companies’ social and
environmental performance, and their ability to manage
non-financial risks.

Socially responsible investors (SRI)

We participate in a range of benchmarking initiatives

by the SRI community. We are included in the Dow
Jones Sustainability Index, FTSE4Good indices and are
recognised as a leader by the Carbon Disclosure Project.
We also achieved platinum performance in the 2007
Business in the Community CR Index.

Investor roadshow

Our annual CR investor roadshow enables us to explain
our strategy, performance and future plans, and to answer
questions from analysts on the social and environmental
impact of our operations.

One-to-one dialogue

Our social and environmental performance is discussed
at briefings with mainstream investment analysts and
we regularly have individual discussions with analysts
to communicate and seek feedback on our strategy and
respond to questions.

2007 performance

Socially responsible investors

We hosted our fourth annual roadshow for investment
analysts to give them the opportunity to understand
our strategy, performance and targets.

Presentations from senior management covered
governance, customer service, supporting vulnerable
customers, climate change, investing in renewables,
new technology and our low-carbon strategy.
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Institutional investors

During the year, our investor relations team held one-
to-one meetings and briefing sessions with institutional
investors. Corporate responsibility issues were a feature of
all these types of engagement.

Results and reporting

Corporate responsibility is now a key feature within all our
results announcements and in our company reporting.

As a result of changes to the Companies Act, we
have encouraged shareholders to view our 2007
Annual Report and Annual Review online at
www.centrica.com/reports2007.

Around 80,000 of the company’s 800,000 shareholders
received the 28-page Annual Review, while fewer than
5,000 requested the full Annual Report. The online move
helped us cut costs and reduce the impact of the report
on the environment.

Our online CR report was ranked third best in Europe by
internet consultancy Jungle Rating.
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External benchmarking and recognition

ACCA

ACCA Awards

Our online CR report was
commended by the Association of
Chartered and Certified Accountants
in 2007. www.accaglobal.com

FTSE4Good

FTSE4Good

We have been included in all
FTSE4Good indices since 2001.
www.ftse.com

Global 100

Centrica was again named as one
of the world’s most sustainable
companies in 2007.
www.global100.org
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Carbon Disclosure Project

We were recognised in the

Carbon Disclosure Project Climate
Leadership Disclosure Index in 2007
www.carbondisclosureproject.com

T CORPORATE

RESPONSIBILITY

INDEX 2007

BITC CR Index

In 2007 we achieved a platinum
score of 96% (94% in 2006).
www.bitc.org.uk

Corporate

Responsibility

rated by
oekom r|e|5|e|a|r ch

2008
gold class

Dow Jones Sustainability Index

We were DJSI sector leader in 2007.
Our performance was recognised as
Gold Class. www.dowjones.com

Innovest / WWF

Centrica ranked first in an
assessment of UK energy suppliers’
action on climate change.
www.wwf.org.uk

Oekom Research

Oekom Research has classified
Centrica’s investment status
as ‘Prime’.

Read more about the rating
www.oekom-research.com/#methodik
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Employees

Overview

We are committed to ensuring that we attract and retain
the best talent and create an environment in which all
our employees can flourish.

A motivated, committed and productive workforce that
delivers the levels of service our customers expect is

vital to our long-term business success. Communicating
effectively with our people and encouraging them to share
their opinions, concerns and ideas is central to the way
we operate.

Open communications

We encourage all our employees to be involved in decision
making through team meetings, briefing sessions, events
and suggestion schemes. Our intranet, blogs, audio,

video and magazines help us to reach people across the
company and help them to stay in touch with our strategy
and performance.
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Measuring perceptions

Our annual employee survey measures engagement,
attitudes, opinions and commitment levels for every team.
The results are widely communicated and help us to
create action plans linked to personal objectives.

Management on the move

We insist that our senior managers regularly visit
different areas of the business to experience our frontline
operations, listen to our employees’ feedback and
recommend action that will help us improve

our performance.
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Employees
2007 performance

Employee engagement

In 2007 we ran an interim survey among employees
designed as a temperature check, which received an 84%
response rate. Average engagement increased from 3.84
to 3.96 out of a maximum of five. The survey included
three ‘commitment’ questions, 20 ‘engagement’ questions
and six additional questions.

Business principles

We relaunched our Business Principles among employees.
The awareness campaign included a mandatory online
learning programme for managers, a booklet called
‘Building a Better Business: a guide to sound business
practice’ and a board game for use in group training, as
well as intranet articles and leaflet distribution across the
business. Business principles training was also undertaken
by the Centrica Board.

Green issues

We conducted a survey among employees which
concluded that Centrica should take the lead in helping
employees to tackle climate change.

In response we developed and launched a ‘Being Green’
campaign among all employees, equipping managers and
leaders with videos and other materials to engage their
staff in our green priorities. We also developed a ‘green’
area of the intranet, integrating internal communications
with our external messages, and we engaged the

senior leadership community on green issues at their
annual conference.

113

www.centrica.com/cr07

Our green teams arranged events during the year at local
sites, covering issues such as recycling, energy-saving
and car-sharing. In December 2007 we held workshops for
our existing green team leaders to give us their opinions
and suggestions for improvement.

Dialogue with senior leaders

British Gas Residential ran a series of roadshows called
Team Talk Live to engage all employees in British Gas’
new vision and values. British Gas Services involved 9,000
employees in face-to-face discussions with senior leaders
to talk about strategy, business direction and the progress
we are making. British Gas Business’ weekly themed
roundtable sessions enabled employees to engage in
dialogue with senior leaders on key business issues.

Volunteering and fundraising

We developed a network of volunteers across Centrica’s
UK sites called Get Involved Champions and in North
America we maintained our Direct Energy Direct in the
Community programme network. These volunteers
coordinate volunteering and fundraising activities at
their local sites and these networks provide a two-way
communication channel between the champions and
the central CR team for information exchange. The
ultimate aim of the networks is to improve our community
investment activities, enhance employee engagement,
encourage employees to volunteer and to improve
awareness of the opportunities available.
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Suppliers and business partners
Overview

We work with our suppliers and business partners to
ensure they manage their operations in line with our
business principles.

Every year we spend billions of pounds purchasing goods
and services such as gas and electricity, IT services,
central heating boilers, appliances and electrical parts. We
recognise the benefits of working with our suppliers and
business partners to share knowledge and expertise to
help deliver good social and environmental performance.

Responsible procurement policy Selecting new suppliers and partners
* Supports our business principles * Agree selection criteria

¢ Describes our expectations * Include relevant CR criteria

* Provides a consistent standard * Assess performance and procedures

* Helps us identify and prioritise risks e * Shortlist preferred suppliers and partners

* Communicated to suppliers and partners * Award the contract

Monitor performance Agree targets and commitments
* Ongoing management process * Agree performance criteria

* Face-to-face meetings and site visits ¢ Include relevant CR criteria

* Review in line with agreed measures * Finalise contract

* Aim to improve performance

* |dentify and manage issues e
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Suppliers and business partners

2007 performance

We continued to maintain dialogue with suppliers
and business partners on a range of CR issues
during the year.

New responsible procurement policy

In 2007 we introduced a new responsible procurement
policy to extend our business principles into our supply
chain activities. Our CR Committee led the policy
development, which involved review and approval by the
Board and Executive Directors, and consultation with key
suppliers and business partners.

Supplier workshops

We held two workshops with our strategic suppliers to
communicate our new policy and to create a platform

to discuss and share best practice on supply chain
responsibility. Those involved included Vodafone, Royal
Mail, GE and Cognizant, and all suppliers responded
positively to our approach and openly shared information
about their policies. We intend to hold future events to
maintain this dialogue.
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Green supply chain event

We hosted an event for suppliers and our procurement
teams to highlight environmental considerations in supply
chains. Geardd Lane, managing director of British Gas
New Energy, outlined our low-carbon strategy and our key
suppliers highlighted new low-carbon technologies and
innovations that will help us meet our goals.

In-depth analysis

We initiated a project in partnership with Worcester Bosch
to analyse the supply chain for boilers and parts that we
purchase from them. Together we are taking a detailed
look at the backward supply to ensure that social and
environmental matters are effectively managed. We will
report the results of this project in our 2008 CR Report.

Ongoing supplier management

During the year, we held one-to-one account management
meetings with suppliers, which included discussions on
social, ethical and environmental issues.
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Governments and regulators

Overview

We work with political and regulatory stakeholders to
increase their understanding of our business and to
shape the policy environment in which we operate.

We operate in highly regulated markets around the world,
where policy decisions can fundamentally affect our
commercial operations. As a leading integrated energy
company, policymakers are particularly keen to understand
our perspectives on securing energy supplies, carbon
emissions reduction strategies, competitive pricing and
protecting vulnerable customers.

Key political stakeholders

Our key political stakeholders include the UK Government,
EU Commission, UK and EU politicians and their advisers,
Scottish, Welsh and London Assembly members, civil
servants and trade associations. In North America

we engage with regulators on federal, national, state

and provincial levels, as well as a wide variety of other
public officials and stakeholders, through four dedicated
Government and Regulatory Affairs teams: Canada East,
Canada West, US North and US South.
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Engagement

We respond to formal consultations by government,
opposition parties, select committees and others

and often join forces with other organisations to raise
awareness of key issues. We arrange for officials to visit
our sites to gain first-hand experience of our business. We
also work closely with the UK Foreign and Commonwealth
Office to support our international gas exploration and
procurement activities.

Memberships

We are a member of many organisations actively involved
in shaping the policy environment in our markets. For
example, we sit on the Corporate Leaders Group on
Climate Change (CLG), which exists to provide business
support for significant carbon reduction targets, and
actively engage in political communication programmes
coordinated by the CLG.
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Governments and regulators

2007 performance

We are committed to playing a full and active role in the
political process to support the creation of competitive
energy markets that deliver consumer choice, support
vulnerable customers, promote security of supply and
facilitate the move towards a low-carbon society.

Competitive markets

In 2007 we continued to support the creation of a truly
competitive European energy market. We welcomed the
European Commission’s proposals for the unbundling of
electricity and gas transmission networks and will support
their implementation. In addition, Direct Energy

continued to advocate market change across North
America to improve energy market competitiveness

and consumer choice.

Reducing carbon emissions

We played an active part in the debate on reducing carbon
emissions, including the development of EU emissions
reduction targets and phase three of the EU Emissions
Trading Scheme (ETS). In North America we continued to
engage with federal, state and provincial policymakers,
as well as industry groups, to inform thinking on carbon
legislation. The price of carbon is a significant factor in
our investment decisions and our ability to realise
absolute carbon reductions, and we believe that effective
cap and trade systems such as the ETS will provide
long-term visibility.

Working with regulators

We held regular discussions with UK energy regulator
Ofgem and North American regulators across all
markets and consulted with them specifically about

the development of green products and green plans
moving forward, market deregulation and the benefits

of competition. Our regular discussions covered a range
of areas relating to energy supply including debt and
disconnection; changes in consumer representation; and
complaint handling standards, as well as fuel poverty.

MP research

We conducted a survey among UK MPs to assess
their perceptions of Centrica and of key issues facing
the energy industry. The survey concluded that there
was a marked increase among the number of MPs
who cite Centrica and British Gas as the most
favourable UK energy supplier. However, there was
some scepticism among the respondents towards
the energy sector as a whole.
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Consultation responses

We submitted responses to a number of Government
consultations on energy matters.

Our responses on the following subjects can be
downloaded as PDFs from our website at:
www.centrica.com/cr07/responses

* Smart metering

* Security of supply
¢ Competition

e Carbon monoxide

* Other responses

Health & safety

We maintained our strategic engagement with the Health
and Safety Executive (HSE) through our ‘Working Together’
agreement. We continued to improve communications

and understanding between our organisations on issues
such as wind turbines, asbestos management, Liquefied
Natural Gas (LNG) and land use planning.

North America

In Canada we had regular interactions in British Columbia,
Alberta, Manitoba and Ontario with government policy
officials, elected representatives including cabinet
ministers, regulators, consumer representatives and
various industry stakeholders. These interactions included:

* Working with British Columbia government policy officials
to establish market rules for the opening of the retail
natural gas market to competition

* Lobbying on door-to-door sales practices

* Participating in a review of the status of natural gas
competition in Manitoba
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Communities

Overview

We actively consult with local communities to
understand and manage the social, economic and
environmental impact of our operations.

Our goal is to contribute positively to the development

of the communities in which we operate. To achieve this
we work with community organisations, local groups and
individuals to assess our impact and develop partnerships
that benefit both the communities and our business.

Project-based dialogue

Developing energy assets requires close liaison with

local stakeholders, particularly before planning approval

is granted and through the construction stages, but also
during the following years of operation. Our approach is to
deliver a proactive and responsive programme of meetings
with individual groups so that we can listen and respond
to their concerns. We hold face-to-face meetings and
public exhibitions to keep people informed.

Community partnerships

We establish partnerships with local community
organisations, schools and colleges to support projects
that have environmental and educational goals in line
with our community investment policy. We talk to local
groups and individuals, responding to their ideas and
requests as appropriate.
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Vulnerable customers

Identifying and providing appropriate support to vulnerable
customers is a challenging priority for us. Our customer
service advisors and engineers are in contact with
thousands of customers in local communities each day.
This helps us to identify vulnerable customers, understand
their specific needs and provide support.

Education and advice

Our presence in local communities gives us the
opportunity to educate local schoolchildren and residents
on energy efficiency, renewable energy and climate
change. Visitor centres at our power stations enable us
to bring members of the community on site to see how
we operate and how the station contributes to their own
community, the industry and our customers.

Local employer

We work with a range of community organisations,
schools and colleges for training, career support and
advice. Creating employment opportunities and investing
in skills development helps us to contribute positively to
communities. We also encourage our employees to get
involved in their local communities and increase their
contribution to society.
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Communities
2007 performance

We continued to engage with communities around all
our offices, assets and project development sites. To
support this we launched a new website for Centrica
Energy www.centricaenergy.com, which provides
information on operations and how we are working with
local communities. Examples of our activities during the
year include:

Power station development

We held meetings in Langage, Devon, with community
members, local campaign groups and local MPs to
discuss matters of mutual concern and to make sure

that all parties are satisfied as to our progress on the
construction of a new highly efficient gas-fired power
station. We publicise events through local media and
provide information at Local Liaison Committee meetings.
We also provide a freephone number for local residents.

During the year our power stations across Britain and
North America arranged visits by schoolchildren and
community groups to give them a greater understanding
of energy issues.

Gas exploration in Nigeria

We are exploring for gas in Nigeria as part of our strategy
to secure future energy supplies. Searching for and
extracting gas can have a considerable impact on local
communities and developing positive relationships with
communities is vital to our success in Nigeria.

We believe that through structured and ongoing
engagement with local communities, and utilising NGO
partnerships, we can deliver sustainable benefit to our
neighbours in Nigeria.

We continued to engage with local communities
proactively through partnerships and capacity-building to
ensure constructive and beneficial impact. A structured
framework of engagement and community development
guides our work with communities. To support this, we
developed and signed a Memorandum of Understanding
in collaboration with local stakeholders in 2007.
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Our steering group of local stakeholders and company
representatives advises our community engagement.
Through Project Advisory Committees, community
representatives can input and coordinate development
proposals for community investment programmes.

We work locally with NGOs to provide us with analysis
of local needs and the sustainability and achievability of
projects. As part of our commitment to operate in
Nigeria we are also hosting an HIV/AIDS awareness
initiative in May 2008.

Renewables development - Lincolnshire

One of our key responsibilities as a leading developer of
renewables assets is to involve our stakeholders in the
process and work with them to raise awareness of our
plans and address their concerns.

At the planning stage we clearly define our programme

of engagement and environmental activities not only to
ensure stakeholder interests are taken into consideration
but also to capture local and specific scientific experience.

Throughout 2007 we continued to involve a wide range of
stakeholder groups in different stages of our proposals,
collecting and sharing environmental data, holding public
exhibitions and exploring other ways of raising awareness
in a much broader way in the community.

In January 2007 we submitted our proposal for consent
to develop Lincs offshore wind farm, backed by a
detailed Environmental Statement. We produced and
made available a non-technical summary. We publicised
exhibitions via the local media and these were held in
Skegness, Sutton Bridge, King’s Lynn and Hunstanton.
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NGOs and consumer organisations

Overview

We work with NGOs, charities and consumer
organisations to inform and communicate our position
on a range of social and environmental matters.

Partnerships

We work on a variety of social and environmental issues
with key partners. For example, our dialogue with Help
the Aged, National Energy Action and Save the Children
was influential in the development of the British Gas
Essentials Tariff — the largest social energy tariff in the UK.
Direct Energy is working with WWF-Canada to influence
policymakers to update energy efficiency standards
across Canada.

Consumer issues

We work closely with consumer organisations in our

key markets such as Energywatch, the UK consumer
watchdog, to ensure we adopt best practice and respond
effectively to consumer concerns. We also belong to a
number of consumer associations, including the Direct
Marketing Association in the United States and

2007 performance

Green issues

We continued to engage widely with NGOs to discuss
environmental policy and green issues during 2007. In
Canada, Direct Energy partnered with WWF-Canada in
‘The Good Life’ campaign, which is designed to help
Canadians understand and manage their environmental
footprint. In the UK we participated in the meeting of
the Green Alliance and held individual discussions with
organisations including WWF and Greenpeace. We also
continued to be a member of the Corporate Leaders
Group on Climate Change.

Consumer organisations

We held regular discussions with UK consumer watchdog
energywatch on issues such as social policy and customer
service. We also consulted with the Royal Engineering
Academy, National Consumer Council and the Climate
Group on consumer issues. In North America, through our
memberships and on a one-to-one basis, we met with
consumer organisations to discuss sales practice and
industry standards.
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the Canadian Marketing Association in Canada. These
memberships ensure we help the industry meet or exceed
standards set in our markets.

Presentations and research

We invite representatives from charities and NGOs
to make presentations about their work to us and look
at ways that we might form new partnerships.

In addition, selected NGOs carry out research work on our
behalf and the results are incorporated into our strategy.
For example, we have been working with Green Alliance
and a number of individual environmental NGOs and
charities — including the WWF and Forum for the Future
—to shape our climate change strategy and to discuss
policy and regulatory issues.

Memberships

We are involved in a wide variety of membership
organisations. For a full list, please download the
following PDF: www.centrica.comcr07/membership

Fuel poverty

British Gas continued to be represented on the Fuel
Poverty Advisory Group (FPAG), which exists primarily to
report on the delivery of the Government’s Fuel Poverty
Strategy in England. We also worked in partnership with
a number of charities to deliver our fuel poverty initiatives
and further our understanding of the issue. For example,
we worked with National Energy Action to host a series
of dinners with politicians and civil servants to discuss
measures to address fuel poverty.

Homelessness

Direct Energy continued and expanded our relationships
with organisations across North America in support of
action on homelessness. We maintained our partnership
with Raising the Roof and helped launch the Youthworks
initiative, which works with local organisations to help find
ways to break the cycle of homelessness among youths
and to support them to build a better future. Through
Raising the Roof and our other partnerships we continue
to work to influence policy and to address the causes

of homelessness.
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Media
Overview

We engage with the media to ensure that the
public perception of us is as closely aligned to
reality as possible.

A business like ours is under increasing public scrutiny.
We carefully monitor the media to understand public
opinion on issues that matter to us. We communicate
through a variety of media channels, including broadcast
media, newspapers and magazines and the internet.

Campaigns

We use media campaigns and communications to

reach out to our customers on product safety issues.

For example, raising awareness of carbon monoxide
safety and highlighting homelessness and fuel poverty
issues. We also promote energy-saving measures through
media partnerships.

Transparency

We work hard to ensure that our communications with
customers are open and credible, and that the right
procedures are in place to deal with any concerns.

We work closely with, and commit to follow, the code of
conduct of the main trade associations, which include:

* Ofgem

¢ Ofcom

¢ Advertising Standards Authority (ASA)

* Committee of Advertising Practice (CAP)

* Broadcast Advertising Clearance Centre (BACC)

* Radio Advertising Clearance Centre (RACC)

* ISBA

¢ Direct Marketing Association (DMA)

* Association of Productivity and Quality Control (APQC).

This helps us to ensure that all our communications, from

advertising to telesales, are conducted in accordance with
relevant industry standards. In addition, we help to shape

industry best practice through our representation at board
level within ISBA and the Marketing Society.
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The media play an important role in informing debate.
It is therefore vital that we engage with journalists to
ensure that they have access to credible and accurate
information and that they fully understand all the issues
involved in the energy industry.

Technology

In March 2008 we ran a technology day for journalists

to allow them to see all the different low-carbon and
microgeneration technologies that we are developing.
Topics covered included the market, environmental factors
at home, which technologies will dominate and what the
opportunities are. The aim of the day was to:

* Develop better links with key environment and
technology writers

¢ Explain the environmental context of British Gas
investments for its customers

* Explain what being green means to British Gas

* Demonstrate progress made by BGNE one year
from conception

* Demonstrate our investment and innovation in |
ow-carbon technologies

Briefings and visits

We made our senior executives, including Chief Executive
Sam Laidlaw and Managing Director of British Gas Phil
Bentley, available for briefings with the BBC, City editors
and newspapers.

We organised trips for key journalists to our many
assets, including Morecambe offshore gas platform,
our new power station at Langage and our renewables
developments. The aim of these was to help the
media to understand how energy supply works

during winter months.

We also continued to conduct a vast number of one-to-
one briefings with key journalists in the UK, Europe and
North America.
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Trade unions

Overview

We work closely with trade unions to manage changes
and to avoid disputes. We recognise collective
relationships with trade unions that help us support
our business goals.

Around 50% of employees are covered by collective
agreements with unions that cover recognition,
membership and procedural and substantive items
such as pay.

Relationships

In both North America and the UK, working relationships
are positive with the trade unions and there is a good
record of change without disputes.

Our trade union relationships fall into three main
categories:

* British Gas engineers (Gmb)
* British Gas office and field debt staff (Unison and Gmb)
* Centrica Energy power stations (Amicus and Prospect).

In North America our trade union relationships fall into two
categories:

* Direct Energy technicians (CEP, USWA, CAW, IBEW, VA,
CCQ)

¢ Direct Energy Home Services clerical staff (CEP)

We communicate through sharing information,
consultation and negotiation, which occurs at national and
local meetings. For employees not represented by a union,
we put in place consultation arrangements as the situation
requires, e.g. for change programmes and redundancies.
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We continued to work closely with various trade unions
in 2007.

North America

Direct Energy successfully negotiated a new collective
agreement with the union CEP, at the same time as

we were bringing on 13 new union contracts through
our acquisition of MABE in Canada Home Services.

Five members of the Canada Home Services team,
representing a cross-section of the business, negotiated
over three months, reaching the two-year agreement in
May 2007. The new contract provides the business with
greater flexibility to run its operations more efficiently.
Canada Home Services continues to work closely with
each union’s management team to address issues as they
arise to ensure the effective operation of the business.

Direct Energy also completed negotiations with the four
unions representing its appliance technicians, reaching
agreements of two or three years. The unions involved
were Canadian Auto Workers, United Steelworkers,
International Brotherhood of Electrical Workers, and
Communications, Energy and Paperworkers. The
negotiations were completed without labour disruption.

United Kingdom

In the UK, the British Gas Electrical Servicing Division
(ESD) pay deal was twice rejected, leading to the trade
union balloting its members for action before strikes. The
business worked hard to resolve this and a third pay deal
was accepted. ESD also achieved a two-year pay deal
from the negotiations which it had sought afterwards.
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For our full corporate responsibility report, visit: www.centrica.com/cr07

Centrica plc

Company registered in England and Wales no 3033654

Registered office: Millstream, Maidenhead Road, Windsor, Berkshire SL4 5GD
Tel: 01753 494000  Fax: 01753 494001

www.centrica.com






