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Agenda

10:30 Welcome 

10:45 Introduction to the Centrica investor story Nick Luff

11:15 Centrica Energy and Centrica Storage Mark Hanafin and Simon Wills

12:00 Direct Energy Chris Weston

12:45 Lunch

13:30 British Gas Phil Bentley

14:15 Summary and Q&A Sam Laidlaw

15:00 Close
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Our Strategic Priorities

2006-2009: the first step in the journey

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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* Households taking both an energy and related service product

Households (ó000)

Energy & Services

Services only

Energy only

Total

Dec 09

2,043

1,959

8,224

12,226

Change

+164

+132

-104

+192

UK Downstream - British Gas

Dec 08

1,879

1,827

8,328

12,034

ÅBritish Gas restructured to combine energy and services

ÅManagement team and support functions combined

ÅEnhanced customer propositions

ïfirst bundled energy and services offering, 
óEnergyExtraô

ïwide range of energy efficiency products

ïFSA approval to sell insurance based products

ÅGrown ójoint productô* household base by 164,000 to over 2m 

through increased cross selling; 550,000 new customer accounts
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Energy hedge ratio

Note: proportion of UK floating gas and power demand covered by own assets. Floating gas demand includes non-fixed price residential energy 

and business energy demand, I&C gas demand, power station fuel requirements and equivalent gas requirements to meet floating power demand 

in residential energy and business energy
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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

energy for a low carbon world

The next stage: our strategic priorities

1

2

3

4
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The investor story: Centrica Energy and Storage

Our pre-Venture production profile

Upstream Oil and Gas production profiles 

2010 2019201820172016 202020152014

Pre-Venture Production
Others

Production (bcfe)
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Morecambe

Pre-Venture

Production

Others

Existing Venture

Our recent acquisition of gas assets in Trinidad has given us our 
first producing LNG position ïand further options

Upstream Oil and Gas production profiles 

Target 
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In Flight

Core

Future Prospects / Acquisitions

Trinidad NCMA

Trinidad Block 22

Morecambe

Development Options

Centrica

North Sea

Case study ïLincs offshore wind

ÅBusiness case developed 

ÅBased on LID development, 

area knowledge, and expertise

ÅAligned with power 

generation strategy

ÅInvestment returns too low

ÅFinancial risks too high

ÅProject rejected

ÅImproved cost base through supplier 

negotiation

ÅFlexibility on timing with vessel optionality

ÅFinancing template established for 

recycling capital, crystallising 

development gains and diversifying risk

ÅBusiness case revisited

ÅAdditional revenue from two ROCôs

ÅProject approved

Å£725m investment

Å11 to 12% IRR

2008 2009

Business
Development

Strategic
Fit

Economic
Impact

Strong
Returns

Existing CCGT

Future CCGT

Existing Wind

Future Wind

Future Nuclear (20%)

Existing Nuclear (20%)

óEast Irish Seaô

Offshore

Wind Portfolio

(3-4GW)

óWashôOffshore

Wind Portfolio

(1.6GW)

Existing Gas Storage

Future Gas Storage

Hinkley Point

Sizewell

LNG
Baird

Bains Caythorpe

Gas regions

Stavanger

Hoofddorp

Upstream assets and investment opportunities

Trinidad & Tobago
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The investor story: Direct Energy

Direct Energy has a strong platform on which to buildé.

3m customers: 

largest retailer in 

North America

375 mmth production in Alberta

4,000 mmth reserves (2P)

1.2 GW CCGT capacity in Texas

33 TWh and 690 mmth

annual volumes: 

3rd largest retailer

2m customers:

Heating/cooling service 

and energy efficiency

Direct Energy businesses

Power generation

Upstream gas

Texas

Canada

AB ON

US Northeast

MI

IL
OH

PA

NY
MA
CT

MD

RI
NJ

DC

Core markets

Services

Upstream Gas

Power
Generation

Business
Energy

Residential
Energy

. . . and a distinctive set of capabilities

ÅStrong downstream position in key 
residential deregulated markets

North American platform Relevant Centrica UK capabilities

ÅDeep local regulation and wholesale 
market experience

ÅLarge scale C&I business

ÅUnique services capability

ÅExisting gas and power assets provide 
base to build a more vertically balanced 
business

ÅLarge scale CCGT fleet

ÅExtensive and strong asset acquisition 
track-record

ÅCustomer care systems & processes

ÅManaging full requirements energy risk

Å20 years competitive energy marketing 
experience

ÅMarket leading small commercial business 
and capabilities

ÅCreating value from energy / services 
linkage

Our strategy will build an integrated energy business

Deliver material contribution to Group earnings over medium term

ÅAchieve regional leadership positions in our Residential markets

ÅContinue growth in Business markets

ÅGrow integrated Services and energy capability

ÅExpand our upstream gas business

ÅBuild generation capacity to support key retail markets 

ÅBalance upstream and downstream, move towards 35-40% cover

ÅReduce costs and improve efficiency

ÅLeverage scale of existing positions

ÅBe the most recommended energy and services provider

Improve returns from
existing business

Grow scale and
leadership downstream

Invest in upstream
for integration and

value creation

We will build on the DE platform to create an integrated 
North American business

ÅImprove returns through improved efficiency, scale and customer service

ÅGrow downstream both organically and through acquisitions

ÅInvest in integration, moving toward 35-40% asset cover within confines of Group financial 
headroom and Group-wide competition for capital

ÅDouble the earnings from the business over the next 3-5 years

Establish leading 

positions

2000-08

Strengthen 

the platform

2009 2010 2011 2012

Improve returns from existing business

Grow scale and leadership downstream

Invest in upstream integration

Material 

contribution 

to Centrica 

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

ÅóOptimise the businessôto leverage scale and efficiency benefits

ÅóTake the leadôthrough innovation in existing growth areas

ÅóCapture new marketsôby embracing new technologies and channels

Make the 

business work

2007-08

Combine 

and work 

together

2009 2010 2011 2012

óOptimise the businessô

óTake the leadô

óCapture new marketsô
The Energy 

Experts at 

the heart of 

British 

homes and 

businesses

Optimise the business

ÅExpand bundled products portfolio, building on successful launch of EnergyExtra

ÅFocus on cross-serve and cross-sell for energy & services customers

ÅFocus on back office processes has cut costs and improved customer experience

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

Joint customers churn 

30% less (2009 data)

Energy 

only

Energy & 

services

Energy churn

Deliver sustainable profits in Residential Energy

0%
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Operating costs (Residential Energy & Services excl. bad debt)

£100m cost saving
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2008 Costs

Reinvestment

Marketing
/sales

Overheads

Front &
back office

Heating Services
efficiency

Like for Like 2010

The investor story: British Gas

Take the lead

Transform Heating Services growth

ÅNew flexible propositions, including insurance, to tap into 8m energy only customers

ÅDrive conversion of installation leads via lower pricing, funded by improved productivity

ÅDramatically increase On Demand via engineer flexibility, better awareness and new pricing

ÅStrong growth in new Electricals & Plumbing channels 

ÅBritish Gas Business: new segmented strategy to drive value and growth

British Gas households

Energy

8.2m
2.1m 1.9m

Services

Product holdings

3%9%2008-09 growth

3%11%2008-09 growth

0.771.38Home Electrical

4.151.86Plumbing & Drains

HomeServeBritish GasAll in millions

Source:  HomeServe Interim Results, November 2009

Capture new markets

Capitalise on opportunities from transition to low carbon homes

ÅCERT and CESP programmes have created a leading position in insulation market

ÅBroad spread of capabilities in solar, fuel cell boilers, biomass, biomethane 

ÅAdopting ñgo earlyòstrategy - leveraging smart meter install with a ñhome energy makeoverò

ÅForge strategic relationships with local authorities

Insulation - domestic market forecast

Source:  DECC, British Gas
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1.2

2008 2009 2010 2011 2012 2013 2014 2015

Smart meters

Optimise the Business:  Sustainable profits from Residential Energy

[ Outstanding customer service 

[ Customer segmentation & targeting

[ Innovative products & propositions

[ Competitive pricing

[ Cost savings and share growth to offset consumption decline

Customer growth

Business: 

segmentation, 

cost efficiencies 
& services growth

Residential 

Energy

Residential 

Services

Business

2009 2012

Op Profit £m

Grow share of On 

Demand and 

Boiler Installations, 
roll out Insurance, 

invest in Engineer 

Efficiency

Grow Electricals & 

Plumbing via 

higher penetration 

& new channels

Build insulation 

business, partner 
with Local 

Authorities, lead in 

Microgen & Smart

Residential 

Energy

Residential 

Services

Business

Take the Lead Capture New Markets

New Energy

Grow British Gas:
good growth prospects with low capital requirements
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Strong cash generation

Highly cash generative (~£1.5bn net)

+   Strong balance sheet

=   Significant flexibility and investment choices

2009 Pro-forma

£bn

EBITDA

Tax & 

Interest

Dividends

0

1

2

3

Sources Uses

Note: (1) Includes Venture and 20% of British Energy on a full year proforma basis 
(2) 20% share of British Energy included in each line
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Optionality in investment programme
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Storage

British Gas

North America

Committed

Baird, Caythorpe,

York, Sycamore, 

Ensign, Carna

Bains, Race Bank,

Peik, Cygnus, Kew, 

Fulham

New Nuclear,

Heimdal East
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Key Investment 

Decisions
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Case study: Lincs offshore wind

ÅBusiness case developed 

ÅBased on LID development, 

area knowledge, and expertise

ÅAligned with power 

generation strategy

ÅInvestment returns too low

ÅFinancial risks too high

ÅProject rejected

ÅImproved cost base through supplier 

negotiation

ÅFlexibility on timing with vessel optionality

ÅFinancing template established for 

recycling capital, crystallising 

development gains and diversifying risk

ÅBusiness case revisited

ÅAdditional revenue from two ROCôs
ÅProject approved

Å£725m investment

Å11 to 12% IRR,

further enhanced through

new partnership structure

2008 2009

Business
Development

Strategic
Fit

Economic
Impact

Strong
Returns
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What if gas prices stay low?

Lower gas production profits 

(some offset from oil production and lower 

taxes)

Lower returns from nuclear generation 

(some offset from hedges in 2010 and 2011) 

Lower wind profits (protected by ROCs) 

CCGTôs advantaged (running baseload)

I&C contracts more profitable in 2010

Storage depends on volatility and spreads

ÅAsset flexibility to preserve reserves 

ÅOptionality in investment programme 

īdefer gas exploration / development 

īsupport mechanism required for 

new nuclear

ÅPrice competitiveness drives growth

ÅGrowing services business uncorrelated 

to price

Impact Levers to mitigate / opportunities

ï

ï

+

+

+ / ï

Upward pressure on tariff book margins

Strong relative competitive position 

ÅLimited exposure to low dark spreads 

ÅVery limited exposure to oil linked gas 

procurement 

+

+

Integrated model protects earnings in a low gas price environment

Upstream

Downstream

ï
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What if gas prices go up?

Higher gas production profits 

Higher returns from nuclear (post hedges)

I&C contracts unwind post 2010

Pressure on CCGT 

ÅAdditional value in investment 

programme 

ÅCCGTôs switch to peaking 

ÅStructural hedge now protects competitive 

position  

īonly relatively disadvantaged if coal and 

carbon prices low when gas prices high 

ÅGreater demand for new energy / service 

propositions

+

+

+

ï

Downward pressure on tariff book marginsï

Higher gas prices drive increased long-term value

Downstream

Impact Levers to mitigate / opportunities

Upstream
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Centrica: The next 3 to 5 years

ÅDouble the number of high value joint energy & services customers

ÅLead the transition to low carbon (~2m Smart Meters, leading microgen installer in UK) 

ÅStrong penetration of new markets e.g. local housing authorities

ÅLeading provider of energy efficiency services to the commercial sector 

ÅLowest cost service provider in the industry, clear leadership position with online offering

ÅA sustainable gas business producing around 300bcf per annum

ÅLeading multi-asset, multi-product gas storage business in UK

ÅA renewables portfolio of ~1GW, with Lincs operational, Race Bank under development

ÅSubject to economics, FID on 1st new nuclear project, and construction begun

ÅA strong retail energy business (No.1 or 2) in our core retail markets (residential and C&I)

ÅAn enhanced services and energy efficiency capability for our retail customers

ÅA robust integrated model with 35-40% of our NA energy needs from our own sources

ÅNorth American operating profits doubling over the next five years

Strong earnings growth and superior financial returns

UK
Downstream

UK
Upstream

North
America



Centrica Energy & Storage
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Agenda

ÅRecap from Capital Markets Day

ÅFocus areas:

ïUpstream scale and capability 

ïStrong generation capabilities with a differentiated low carbon mix

ïPotential investment opportunities across gas, gas storage, CCGT, 

wind and new nuclear
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ÅTransformed scale and capability 
in upstream gas 

ÅOnly ódual fuelô hedged UK supply 
business

ÅLow carbon intensive generation 
fleet

ÅLeader in offshore wind

ÅLeading capability in UK gas 
storage

ÅFlexible portfolio

Upstream capabilities and strategy

Distinctive capabilities Strategy

ÅLeading consolidator of mature and 
orphaned assets in the UKCS

ÅOptimisation of power generation fleet

Deliver value from our existing assets . . .

. . . and our pipeline of low carbon 

investment choicesé

é to secure sustainable sources of 

energy for our customers

ÅOffshore wind, new nuclear, gas 
development, gas storage
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Our pre-Venture production profile

Upstream Oil and Gas production profile 

Morecambe

Pre-Venture

Production

Others
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2010 2019201820172016 202020152014
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. . . combined portfolio provides scale and significant opportunities 
to target and time investments

Upstream Oil and Gas production profile 

In Flight
and Core

Development
Options

Existing
Production

To satisfy base-line 

gas requirements 

Planned development 

within next 3yrs

Longer-term 

investment options

0

Existing Venture

Target 
Band

2010 2019201820172016 202020152014
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In Flight
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Trinidad NCMA

Trinidad Block 22

Morecambe

Development Options

Centrica

North Sea Existing Venture

Future prospects / Acquisitions
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A full service, leading operator of mature and orphaned fields

Business

Development
Subsurface

Project

Management
Operations

V Good relationships with the 
key players

V Well established reputation 
as a serious player

V Strong track record of 
identifying and acquiring 
strategic assets, e.g.
ïVenture Production
ïSuncor Energyôs 

Trinidad portfolio

V Experienced teams

V Extensive experience in 
tight gas reservoirs

V Proven track record in 
applying cutting-edge 
subsurface engineering 
technologies

V Industry leading drilling and 
project management 
capability

V Ability to move fast, whilst 
maintaining flexibility

V Efficient field development 
and sub-sea tiebacks

V Innovative technical 
solution implementation

V Strong HSE record

V Proven track record in 
stewardship of mature 
assets

V High uptime performance 
of existing assets

HSE, Commercial and Supply Chain expertise operates across the development life cycle
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Case study: Chiswick field development

ÅDiscovered in 1984

ÅAcquired in August 2006

ÅChiswick drilling relied on understanding of 
complex carboniferous reservoir geometries 
and required a new technical solution for 
fraccing the wells

ÅNew industry project execution capability was 
also required to be developed

ÅOn stream in September 2007

ÅCurrent production c. 12 mboepd

ÅTwo further wells being drilled in 2010

ÅFraccing experiences now leveraged across 
the portfolio


