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Disclaimer
NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, IN WHOLE OR IN PART, IN OR INTO THE UNITED STATES OF AMERICA, CANADA, JAPAN, AUSTRALIA OR ANY OTHER JURISDICTION WHERE TO DO SO MAY BE PROHIBITED

This presentation has been prepared by Centrica plc (the “Company”) solely for use at investor meetings held in May 2016. The Company is the ultimate parent company of the Centrica group (the “Group”). This presentation has been prepared by the
Company solely for informational purposes and is not, and should not be construed as, a prospectus, and (along with any oral presentation and question-and-answer session) does not constitute, and should not be construed as, an offer to sell or issue
securities or otherwise constitute an invitation, inducement, solicitation or recommendation to any person to purchase, underwrite, subscribe for or otherwise acquire securities in the Company or any of its affiliates or constitute an inducement to enter
into investment activity in any jurisdiction. Nothing contained here shall form the basis of or be relied on in connection with any contract or commitment whatsoever and, in particular, it must not be used in making any investment decision.

This presentation is confidential and is being made only to, and is only directed at, persons to whom such information may lawfully be communicated. This presentation may not be (in whole or in part) reproduced, distributed, stored, introduced into a
retrieval system of any nature or disclosed in any way to any other person. The information contained in this presentation, some of which is from public or third party sources, has not been independently verified and some of the information is still in
preliminary or draft form. No person is under any obligation to verify, update or keep current the information contained in this presentation. No reliance may or should be placed by any person (whether or not attending the presentation) for any purposes
whatsoever on the information contained in this presentation or any other material discussed at the presentation, or on its completeness, accuracy or fairness. None of the Company, UBS Limited (“UBS”), Goldman Sachs International (“GS”) or any of their
respective parent or subsidiary undertakings, or the subsidiary undertakings of any such parent undertakings, or any of such persons’ respective directors, officers, partners, employees, agents, affiliates or advisers or any other person makes any
representation or warranty (express or implied) of any sort as to, and no reliance should be placed on, the accuracy, completeness, fairness or reasonableness of the information or the opinions contained in this presentation or in any other document or
information made available in connection with this presentation. No person shall have any right of action against the Company, UBS, GS or any of their respective parent or subsidiary undertakings, or the subsidiary undertakings of any such parent
undertakings, or any of such person’s respective directors, officers, partners, employees, agents, affiliates or advisers or any other person in relation to the accuracy or completeness of any such information or for any loss, however arising, from any use of
this presentation or its contents or otherwise arising in connection with this presentation.

This presentation contains non-IFRS measures. These measures have limitations as analytical tools and should not be considered in isolation or as substitutes for analysis of the Group’s results as reported under IFRS. This presentation contains statements
that constitute forward-looking statements relating to the business, financial performance and results of the Group and the industry in which the Group operates. These statements may be identified by words such as “expectation”, “belief”, “estimate”,
“plan”, “target”, “forecast” and similar expressions or the negative thereof; by the forward-looking nature of discussions of strategy, plans or intentions; or by their context. All statements regarding the future are subject to inherent risks and uncertainties,
and various factors could cause actual future results, performance or events to differ materially from those described or implied in these statements. Such forward-looking statements are based on numerous assumptions regarding the Group’s present and
future business strategies and the environment in which the Group will operate in the future. Further, certain forward-looking statements are based upon assumptions of future events which may not prove to be accurate, and neither the Company nor any
other person accepts any responsibility for the accuracy of the opinions expressed in this presentation or the underlying assumptions. Past performance is not an indication of future results and should not be taken as a representation that trends or
activities underlying past performance will continue in the future. The forward-looking statements in this presentation speak only as at the date of this presentation, and the Company, UBS and GS expressly disclaim any obligation or undertaking to release
any updates or revisions to these forward-looking statements to reflect any change in the Company's expectations with regard thereto or any change in events, conditions or circumstances on which any statement is based after the date of this
presentation or to update or to keep current any other information contained in this presentation or to provide any additional information in relation to such forward-looking statements.

This presentation is only directed at persons in member states of the EEA who are “qualified investors” within the meaning of Article 2(1)(e) of the Prospectus Directive (“Qualified Investors”) (including any relevant implementing measure in each relevant
member state of the EEA). In addition, in the United Kingdom, this presentation is only for distribution to: (i) persons having professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (as amended) (the “Order”) and high net worth entities falling within Article 49(2)(a) to (d) of the Order; and (ii) any other person to whom it can otherwise be lawfully distributed (all such persons together being referred to
as “Relevant Persons”). It is a condition of you attending this presentation that you represent and warrant to the Company that (i) you are a Qualified Investor and/or a Relevant Person; and (ii) you have read and agree to comply with the contents of this
notice.

This presentation is not directed at persons located in the United States other than “qualified institutional buyers” as defined in Rule 144A under the U.S. Securities Act of 1933, as amended (the “Securities Act”). The Company’s securities have not been,
and will not be, registered under the Securities Act or under any securities laws of any state or other jurisdiction of the United States, and may not be offered, sold, delivered or otherwise transferred in or into the United States absent registration or
pursuant to an exemption from, or in a transaction not subject to, the registration requirements under the Securities Act, and in compliance with any applicable securities laws of any state or other jurisdiction of the United States. There will be no public
offering of the Company’s securities in the United States. This presentation and any materials distributed in connection with this presentation are not directed at or intended for distribution to, or use by, any person or entity in any jurisdiction or country
where such distribution or use would be contrary to local law or regulation or which would require any registration or licensing within such jurisdiction. In particular, any person who is not a Qualified Investor, Relevant Person or qualified institutional buyer
should not act or rely on this presentation or any of its contents. Any failure to comply with these restrictions may constitute a violation of law. Nothing in this presentation should be construed as constituting legal, business, tax or financial advice. The
recipients of this presentation should not engage in any behaviour in relation to qualifying investments or related investments (as defined in the Financial Services and Markets Act 2000 (“FSMA”) and the Code of Market Conduct made pursuant to FSMA)
which would or might amount to market abuse for the purposes of FSMA. This presentation, and any matter or dispute (whether contractual or non-contractual) arising out of it, shall be governed and construed in accordance with English law and the
English courts shall have exclusive jurisdiction in relation to any such matter or dispute. By attending this presentation and/or receiving this presentation document, you are agreeing to the terms and conditions set forth above.
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Centrica strategy
• An energy and services company focused on the customer, targeting delivery of both 

returns and growth 

• Focus for growth on energy supply, services, connected home, distributed energy & power, 
energy marketing & trading

• £1.5bn reallocation of resources from E&P to customer-facing businesses by 2020

• 3-5% p.a. adjusted operating cash flow growth; £750m p.a. cost efficiency programme; 
progressive dividend linked to adjusted operating cash flow growth

• Capital discipline and financial framework
- Investment (including small acquisitions <£100m) limited to £1bn p.a. to 2017
- Targeting strong investment grade credit ratings (Baa1/BBB+ or above)

• Potential for larger targeted acquisitions to accelerate customer-facing strategy

• Aim to balance sources and uses of cash flow even in current commodity environment
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Sources and uses of cash at ‘35/35/35’

20182016 2017

Interest

Investment
Dividends

Other

Adjusted operating
cash flow

Adjusted operating cash flow adjusted for $35/bbl Brent oil price, 35p/th UK gas price and £35/MWh UK power price. Includes benefit of hedging.

Disposals
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Strategy implementation
• Strategy implementation on track

- Cutting E&P capex to £500m in 2016
- Delivering cost savings of £200m and 3,000 reduction in direct headcount in 2016
- Holding capital investment (including small acquisitions) below £1bn
- Established new customer-facing businesses

• Organic sources and uses of cash flow more than balanced in current low price environment
- Adjusted operating cash flow expected to be >£2bn in 2016
- Potential for net debt reduction

• Current issues
- Resource reallocation to customer-facing businesses below targeted levels, and 

attractive opportunities exist to accelerate growth strategy
- Pressure on targeted credit rating and associated metrics 
- External environment continues to be challenging
- Repositioning E&P not straightforward, but exploring all options
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Rationale for placing
• Opportunity to accelerate customer-facing strategy through acquisition of key capabilities and 

market positions
- Two highly attractive acquisitions with leading capabilities, both with double-digit EBITDA 

growth potential and which will immediately contribute to cash flow and earnings
- Announced ~£200m acquisition (including working capital) of Neas Energy
- Further ~£150m acquisition close to finalisation

• Sources and uses of cash flow expected to be balanced even after acquisitions, but credit metrics 
required for strong investment grade credit ratings under pressure

• 7% placing allows
- Acceleration of customer-facing strategy and resource reallocation through acquisitions
- Continued lowering of net debt, reducing pressure on credit metrics and targeted strong 

investment grade credit ratings in what remains an uncertain environment
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• Agreed to acquire Neas Energy, one of Europe’s leading providers of energy 
management and revenue optimisation services

- Provides services for 2,500 individual decentralised assets with 
installed capacity of >8,600MW

- New capability through unique route to market systems and 
expertise; complementary to Centrica’s current EM&T capability

• Well positioned to benefit from growing trend away from large centralised power 
generation to decentralised technologies

• Attractive financial profile 
- Consideration of £170m (~8x 2015 EBITDA) plus working capital of~£30m
- Strong historic growth rates
- Immediately contributes to operating cash flow and earnings



8

BBB+
(Negative 
Outlook)

Current credit 
rating

Strong investment 
grade credit rating

Baa1          
(or above)

BBB+
(or above)

Baa1
(Review for 
Downgrade)

Key target 
metric

RCF/
Net debt

Metric threshold 
for current rating 25%

FFO/
Net debt

Credit rating context
• Rating agencies have reacted to falling prices, taking 

negative actions on commodity exposed companies
- Centrica placed on Review for Downgrade by Moody’s 

and Negative Outlook by S&P

• Credit metrics challenged in low commodity price environment

• Strong investment grade credit ratings (Baa1/BBB+ or above) 
are most efficient for Centrica

- Large user of collateral
- Efficient procurement of energy
- Cost effective short term sources of liquidity

• Reduces pressure on targeted strong investment grade credit 
ratings in a range of commodity price environments

35%
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Key terms of placing
• Announced on Thursday 5 May 2016 

• ~7% of the issued share capital (350 million shares)

• Pricing to be determined by an accelerated bookbuild (ABB)

• New shares rank pari passu with existing shares 

• Settlement of the new shares will be on T+2 (Monday 9 May 2016)

• Goldman Sachs and UBS are acting as Joint Bookrunners
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Summary
• Strategy implementation on track

• Long term shareholder value through returns and growth
- At least 3-5% p.a. adjusted operating cash flow growth
- 10-12% ROACE 
- Progressive dividend policy tied to confidence in adjusted operating cash flow growth

• Strong focus on capital and cash flow discipline, balance sheet strength and cost efficiency

• Seeking 7% equity placing to enable both
- Securing of attractive investment opportunities to accelerate growth, resource reallocation 

and capability development in customer-facing businesses
- Reduction of pressure on most efficient investment grade credit ratings


