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Centrica Storage Limited
Registered number: 3294124
Directors' Report for the year ended 31 December 2012

The Directors present therr report and the audited financial statements of Centrica Storage Limited (the 'Company’)
for the year ended 31 December 2012

Principal activities

The principal activity of the Company 15 the storage of gas n the United Kingdom which, for the purposes of the
Companies Act 2006, constitutes one class of business The Company operates the Rough storage facility, which 15 2
partially depleted gas field in the United Kingdom

Business Review

The Company reported profit for the financial year of £85 mullion (2011 £74 mullion (restated})

Centrica Storage Limuted performed well in 2012, with strong commercial performance securing the benefits of
higher summer/winter price differentials seen 1n the first half of the 2012713 storage year

The Rough asset achieved rehiability of approximately 92% n the year (2011 96%), with performance n the first
half simular to that experienced in the first half of 2011 but with the second half impacted by a small number of
production outages These outages had limited commercial impact and across the year asset availability was good,
when required to meet customer demand

The high level of stock carry-over inte 2012 combined with modest withdrawal in the first quarter of the year meant
that the Net Reservoir Volume (NRV) was at relatively high levels again going into the 2012 injection season A
strong mjection season over the summer was followed by the final quarter of 2012 experiencing withdrawals more 1n
line with seasonal normal levels As a result the NRV level carried into 2013 was above the five year average level
but below the level at the start of 2012

The Company has constructed a new gas processing facility at Easington The construction was substantrally
complete at the end of 2012 The facility will be used to process gas from York gas field which 1s 100% owned and
operated by Centrica Resources Limited (CRL) The Company will own and operate the facility and lease most of the
infrastructure to CRL under a finance lease in return for lease payments The company will also provide gas
processing and other services to CRL under a transportation and processing agreement, and recerve revenue from
condensate sales

Principal risks and uncertainties

The management of the business and the execution of the Company’s strategy are subject to a number of nisks
Further discussion of these nsks and uncertainties in the context of Centrica ple (the “Group™) as a whole 1s provided
on pages 44 to 50 of the Centrica plc Annual Report and Accounts 2012 which do not form part of this report The
key business nisks and uncertainties affecting the Company have been hghlighted below

Financial risk management

The directors have established objectives and policies for managing financial nisks, to enable Centrica Storage
Limited to achieve long-term shareholder value growth within a prudent nsk management framework These
objectives and polictes are regularly reviewed

Centrica Storage Limuted has a Financial Risk Management Commuttee (FRMC) which meets on a regular basis

Liqudity risk

Cash forecasts 1identifying the hquidity requirements of the Company are produced frequently and momtored by the
directors However, due to the tuming of cash payments and cash receipts hiquidity 1s not a major nisk for the
Company




Centrica Storage Limited
Registered number: 3294124
Directors' Report for the year ended 31 December 2012 (continued)

Counterparty credit risk

The directors’ policy 1s to It counterparty exposures by setting credit limuts for each counterparty, where possible
by reference to published credit ratings Exposures are measured 1n relation to the nature, market value and maturity
of each contract or financial instrument Energy trading activities are undertaken with counterparties for whom
specific eredit himits are set All contracted and potential exposures are reported to the FRMC

Commodity price risk

The key commodity price nsk facing the Company 1s movement 1n gas prices The Company’s policy 1s to mumimise
the exposure ansing from the expected future gas requirement The Company aims to manage 1ts risk by entering into
forward gas purchase and sales contracts at fixed prices The FRMC regularly monitors the extent of the Company’s
commodity price exposure

At 31 December 2012 the net fair value of energy denvatives was a net hability of £0 8 mullion (2011 a net asset of
£13 mulhion) consisting of an asset of £3 4 million (2011 £23 mullion) and a hability of £4 2 mullion (2011 £10
mullion) Energy derivatives are not recogmsed at fair value 1n the financial statements

Operational risk

The Company is exposed to operational, health and safety and environmental nisks through operation and
development of the Rough storage and York Gas Processing assets Through the use of an Integrated Management
System the Company 1dentifies the hazards and assesses the risks associated with its activities and decisions on a
continuous basis Through the assessment of the risk the Company ensures appropnate measures are 1n place to
mitigate or manage those risks so as to prevent / reduce the impact of potential accidents or incidents on people and
the business

Key performance indicators (KPIs)
The directors consider that the most significant financial KPI for the business 1s the price obtained for SBUs SBU
prices obtamned were

Financial KPI

For the year ended 31 December 2012 2011 Movement %
Average SBU pnce (calendar year) (pence) 3100 30 00 333%
Non-Financial KPIs 2012 2011 Movement %
Lost time injunes (“LTI7)* 000 000 -

Rough asset reliabihity (%) 920 96 0 4 17%

*Number of LTI in the year per 100,000 hours worked

Future developments

Looking forward, the Company’s priorities remamn the active management of Health, Safety, Environmental,
Operational and Regulatory risks, while seeking value-adding opportunities through investment in the Rough asset
and the marketing of storage services

Results and dividends

The results of the Company are set out on page 8

The profit on ordinary activities after taxation for the year ended 31 December 2012 1s £85 mullion (2011 £75
mullion (restated))

No Final Dividend has been proposed for year ended 2012 (2011 £800 nullion)




Centrica Storage Limited
Registered number: 3294124
Directors’ Report for the year ended 31 December 2012 (continued)

Financial Position
The financial position of the Company is presented n the balance sheet on page 9 Shareholder funds at 31 December
2012 were £772 mullion (2011 £692 million)

Events since the balance sheet date
There are no reportable events after the balance sheet date

Directors
The following persons served as directors during the year and up to the date of signing these financial statements

1 G Dawson
G S Collinson
S M Wills

At no time durning the year ended 31 December 2012 did any director have any interests in the shares of the Company
(2011 nil) or any other company within the Group, except for interests 1n and opticns over the shares and nterests of
the ultimate parent company, Centrica plc

There were no contracts of significance during or at the end of the financial year to which the Company or any
subsidiary and associated undertaking 1s a party and 1n which any director 1s or was matenally interested

Directors’ and officers’ liability
Directors’ and officers’ liability insurance has been purchased by the ulumate parent company, Centrica plc, and was
n place throughout the year under review The insurance does not provide cover in the event that the Director 1s
proved to have acted fraudulently

Employees

The Company had an average of 306 employees for the year ended 31 December 2012 (2011 290), all of whom were
based in the UK For employees of the Company there are well established and effective arrangements through
electronic mail and the Company’s ntranet and in-house publications, as well as videos and bnefing meetings at each
business location, for communication of the Company’s results and sigmificant business 1ssues When necessary,
consultation with employee and trade union representatives also takes place

The Company tzkes a positive approach to equality and diversity The Company achieves this by using appropriate
recruitment and selection techniques, ensuring equality of employment opportunity and equal access to development
opportunitics

The Company 15 also commtted to providing a work environment free from harassment and discnmination and
remains comiutted to fair treatment of people with disabilities 1n relation to job applications, traiming, promotion and
career development Every effort 1s made to find appropnate alternative jobs for those who are unable to continue 1n
their existing job due to disability




Centrica Storage Limited
Registered number: 3294124
Directors' Report for the year ended 31 December 2012 (continued)

Creditor payment policy

The Company aims to pay all of its crediters promptly For trade creditors, 1t 1s the Company's policy to
1) agree the terms of payment at the start of business with that supplier,

n) ensure that suppliers are aware of the terms of payment, and

u1) pay n accordance with contractual and other legal obligations

The Company had 34 days purchases outstanding as at 31 December 2012 {2011 21 days) based on the average daily
amount invoiced by suppliers dunng the year

Charitable and political donations

The company made £16,701 1n charitable donations during the year (2011 £11,074) All donations were made to
support UK-registered charities £14,494 of the total donations were given to a chanty which supports disabled
children, young people and adults Various other smaller amounts of donations were made n respect of community
development, health and education, the environment and other causes

No political donations were made dunng 2012 (2011 ml)

Related party transactions

The Company has taken advantage of the exemptions within Financial Reporting Standard 8 "Related Party
Disclosures” from disclosure of transactions with other Centrica Group companies Except for any related party
disclosures disclosed 1n the Centrica plc Annual Report and Financial Accounts 2012, there have been no other
reportable related party transactions duning the year (2011 ml)




Centrica Storage Limited
Registered number: 3294124
Directors' Report for the year ended 31 December 2012 (continued)

Statement of Directors' responsibilities
The directors are responsible for prepaning the Directors' Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial statements 1n accordance with United Kingdom Generally Accepted Accounting
Practice (Umted Kingdom Accounting Standards and applicable law) Under company law the directors must not
approve the financial statements unless they are sausfied that they give a true and fair view of the state of affairs of
the company and of the profit or loss of the company for that period In prepanng these financial statements, the
directors are required to

® select suitable accounting policies and then apply them consistently,
® make judgements and accounting estimates that are reasonable and prudent,

® state whether appiicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements,

® prepare the financial statements on the going concern basis unless 1t 1s inapproprate to presume that the company
will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explan the
Company's transactions and disclose with reasonable accuracy at any tume the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other wrregularities

Disclosure of information to auditors
Each person who was a director at the time this report was approved confirms that

* so far as he 1s aware, there 1s no relevant audit information of which the Company's auditor 1s unaware, and

® he has taken all the steps that he ought to have taken as a director 1n order to make himself aware of any relevant
audit information and to establish that the Company's auditor 1s aware of that information

Independent auditors
Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and
PricewaterhouseCoopers LLP will therefore continue tn office

This report was approved by the board on 24 June 2013 and signed by 1ts order

Antony Miller
For and on beRalf of Jentrica Secretaries Limuted
Company Secretar

Company number 3294124, England and Wales
Regstered Office

Venture House

42-54 London Road

Staines, Middlesex

TW18 4HF




Centrica Storage Limited
Independent auditors’ report to the member of Centrica Storage Limited

We have audited the financial statements of Centrica Storage Limuted for the year ended 31 December 2012
which compnise the Profit and Loss Account, the Statement of Total Recogmsed Gains and Losses, the Balance
Sheet, and the related notes The financial reporting framework that has been applied in their preparation 1s
apphcable law and Unuted Kingdom Accounting Standards (Unmited Kingdom Generally Accepted Accounting

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ responsibilities set out on page 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit and express an opimion on the financial statements i accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the Company's members as a body mn
accordance with Chapter 3 of Part 16 of the Compames Act 2006 and for no other purpose  We do not, 1n giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this repott 15
shown or into whose hands 1t may come save where expressly agreed by our prior consent 1n writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the Company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmficant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information in the Annual Report to identify material inconsistencies
with the audited financial statements If we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Opinion on the financial statements
In our opimon the financial statements
® give a true and fair view of the state of the company's affairs as at 31 December 2012 and of 1ts profit for the
year then ended,

® have been properly prepared 1n accordance with Umited Kingdom Generally Accepted Accounting Practice,
e have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
[n our opimon the information given in the Director's Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report
to you 1f; 1n our opimen
e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or
the financial statements are not 1n agreement with the accounting records and returns, or
e certam disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audat

Charles Bowman (Semior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

/06/2013




Centrica Storage Limited
Profit and Loss Account
for the year ended 31 December 2012

Turnover

Cost of sales™

Gross profit
Administrative expenses

Operating profit

Interest recelvable and sumular income
Other finance income

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

Notes

2012 2011
(restated)
£ million £ million
200 185
(102) 91)
98 94
(12) (23)
86 71
9 16
1 1
96 88
(an (14)
85 74

* 2011 Cost of sales has been re-classified from Administrative expenses because the Directors consider this

gives a fairer presentation of the company's results

Statement of Total Recognised Gains and Losses

for the year ended 31 December 2012

Net profit for the financial year

Net actuaral {losses)/gains on defined benefit pension schemes

Taxation on net actuaral (losses)/gains on defined benefit pension schemes

Share Option and Other Reserves movement

Total recogmsed gains and losses relating to the year

Prior year adjustment

Total gains recogmsed since last annual report

All amounts included in the Profit and Loss Account are derived from continuing operations

2012 2011
(restated)
£ million £ milhion
85 74
9) 7
2 (2)
2 -
80 79
4
84

There 1s no difference between the profit on ordinary activities before taxation and the retained profit for the

years stated above and their historic cost equivalent

The notes on pages 10 to 24 form part of these financial statements




Centrica Storage Limited
Balance Sheet
as at 31 December 2012

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets
Stocks

Debtors - amounts falling due within one year
Debtors - amounts falling due after more than one
year

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Provisions for liabilities

Deferred taxation

Other provisions

Net assets excluding pension assets

Defined benefit pension asset net of deferred tax

Net assets
Capital and reserves

Called up share capital
Profit and loss account

Total shareholder's funds

Notes

10
11

12

13

14

16
17

18

19
20

22

2012

£ milhon

488

492

78
366
75

520

(156)
364

856

(85)

(3)
768

772

463
309

772

2011
(restated)
£ milhon

2
505
4
511
70

324

395

(117)
278

789

(96)

G)
688

692

463
229

692

These Financial Statements on pages 8 to 24 were approved and authonsed for 1ssue by the Board of Directors on 24

June 2013 and were signed on 1ts behalf by

. S

S M Wills

Director

Approved by the board on 24 June 2013

The Company's Registered number 15 3294124




Centrica Storage Limited
Notes to the Financial Statements for the year ended 31 December 2012

Principal accounting policles

Basis of preparation

These financial statements are prepared on the going concern basts, under the historical cost convention and 1n accordance with the
Companies Act 2006 and applicable UK accounting standards These policies have been applied consistently to all the years presented,
unless otherwise stated

Exemptions

The financial statements contan information about Centrica Storage Limuted as an individual company and do not contain consolidated
financial information as the parent of a group The Company is exempt under section 400 of the Compames Act 2006 from the
requirement to prepare consolidated financial statements as 1t and s subsidiary undertakings are included by full consolidation in the
consolidated financial siatements of 1ts ulimate parent, Centrica ple which are publicly available

Consequently, the Company has taken advantage of the exemption from prepanng a cash flow statement under the terms of FRS 1 (revised
1996) The company 15 also exempt under the terms of FRS 8 from disclosing related-party transactions wath entities that are part of the
Centnca ple group

Tang:ble assets
Tangible assets are stated at historical cost less accumulaied depreciation and any provisions for impairment

The imual cost of an asset compnses tts purchase price or construction cost and any costs directly attributable to bnnging the asset into
operation The purchase pnce or construction cost 1s the aggregate amount paid and the fair value of any other consideration given to
acquire the asset

Subsequent expenditure 1n respect of items of tangible assets such as the replacement of major parts, major inspections or overhauls, are
capitalised as part of the cost of the related asset where 1t 15 probable that future economuc benefits will anse as a result of the expenditure
and the cost can be reliably measured All other subsequent expenditure, including the costs of day-to-day servicing, repais and
maintenance, 1s expensed as incurred

Deprecianion

Tangible assets are depreciated on a straight-line basis at rates sufficient to wnte off the cost, less esumated restdual values, of individual
assets over thetr estumated useful lives The depreciation periods for the principal categones of assets are as follows

Buildings Up to 40 years
Gas Storage Plant and Facilities Up to 40 years
Abandonment Asset Up to 40 years

Assets held within Gas storage plant and facilities in course of construction are not depreciated until completed
Freehold fand 1s not depreciated

Impairments

Fixed assets are assessed for impawrment by companng carrying values of income generating units and the estimated recoverable amount
The recoverable amount 1s the higher of value 1 use and net realisable value Value 1n use represents the net present value of future net
revenues discounted on a pre-tax basis Imparment losses and the wnie back of fixed assets are recognised in the Profit and Loss Account
in the year in which they occur




Centrica Storage Linmted
Notes to the Financial Statements for the year ended 31 December 2012

Principal accounting policies (continued)

Decommussmmng COSIS

Operators of otl and gas fields on the United Kingdom Continental Shelf are required to remove mstallations at the end of their useful lives
to the extent considered acceptable to the Depariment of Energy and Climate Change

Provision 15 made for the net present value of the estimated cost of decommussioning the field at the end of 1ts useful life When this
provision gives access 10 future ecenomuc benefits an asset 15 recognised, otherwise the provision 1§ charged to the Profit and Loss
Account Changes wn these estimates and changes to the discount rates are dealt wath prospectively and reflected as an adjustment to the
provision and corresponding decommissiomng asset tnctuded within property, plant and equipment

Intangible assets

Intangible fixed assets acquired separately are measured on imtial recognition at cost Following imnal recognition, intangible assets are
carried at cost less accumulated amortisation and any accumulated impairment losses Intangible assets are derecognised on disposal, or
when ne future economic benefits are expected from their use Intangible assets with indefinite useful lives are not amortised but are tested
for impairment annually, and whenever there 1s an indication that the ntangible asset may be impaired

Granted carbon dioxide ermissions allowances recetved 1n a period are recognised inttially at nomunal value (il value) Purchased carbon
dioxide emissions allowances are recogmised 1mtially at cost (purchase price) within intangible assets A habihty 1s recogmsed when the
level of emissions exceeds the level of allowances granted The liability 15 measured at the cost of purchased allowances held, and then at
the market price of allowances ruling at the Balance Sheet date, with movements 1n the hability recogmised 1n operating profit Where the
intangible asset ts surrendered at the end of the comphance period it 1s written off to reftect the consumption of economic benefits at that
point in time

Fixed asset investments
Fixed asset investments are shown at cost less any provision for impairment

Tarnover

Turnover 1s shown exclusive of value added tax and represents amounts receivable for sales of storage and gas Storage capacity revenues
are recognised evenly over the contract penod, whilst storage commaodity revenues are recogmsed at the point of gas flowing 1nto or out of
the storage facilities Sales of gas are recogmsed 1 the penod in which the gas 1s delivered

Cenirica Storage Limuted enters into gas sales and gas purchases contracts as part of 1ts nommal trading activity o optirmse the
petformance of the storage facility Sales and purchases relating to this optimisation activity are presented net within revenue

Cost of Sales
Cost of Sales 15 shown exclusive of value added tax and represents direct costs directly attnbutable to the running of Offshere and Onshore
assets (as trades related to asset support costs are alse included 1n Cost of sales

Stocks

Stocks are valued on 2 weighted-average cost basis at the lower of cost and estimated net realisable value after allowance for redundant
and slow-moving 1tems, where applicable

Current taxation
Current tax, including UK corparation tax, 1s provided at amounts expected to be paid (or recoverad) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date




Centrica Storage Limuted
Notes to the Financtal Statements for the year ended 31 December 2012

Principal accounting policies (continued)

Finance lease receivables

From the point at which each phase of the York Gas Processing plant became operational, assets were leased to Centrica Resources
Lirmited under an agreement, which transfers substantially all the nsks and rewards of ownership, other than legal utle Income ansing

under this agreement 15 allocated according to accounting years 50 as to give a constant rate of return on the net cash investment in the
lease

Deferred taxation

Deferred tax 15 recognised in respect of all timing differences that have originated but not reversed at the Balance Sheet date where
transactions or events that result in an obligation to pay more tax in the future or a nght to pay less tax in the future have occurred at the
balance sheet date Timing differences are differences between the Company's taxable profits and 1ts results as stated 1n the Financial
Statements that anse from the inclusion of gains and losses in tax assessments i penods different from those tn which they are recognised
in the Financial Statements

A deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of all available evidence, 1t can be
regarded as more likely than not that there will be switable taxable profits in the foreseeable future from which the reversal of the
underlying timing differences can be deducted

Deferred tax 15 not recognised when fixed assets are re-valued unless by the balance sheet date there 1s a binding agreement to sell the re-
valued assets and the gain or loss expected to anse on sale has been recogmsed in the Financial Statements Neither 15 deferred tax
recognised when fixed assets are sold and 1t 1s more likely than not that the taxable gain walk be rolled over, being charged to tax only 1f
and when the replacement assets are sotd

Deferred tax 1s measured at the average tax rates that are expecied to apply in the periods 1n which the ming differences are expected to
reverse based on tax rates and laws that have been enacted or substantively enacted by the balance sheet date Deferred tax 1s measured on
a non-discounted basis

Leasing and hire purchase commitments

Assets held under finance leases and hire purchase contracts, which are those where substantially all the nisks and rewards of ownership of
the asset have passed to the Company, are capitahised in the balance sheet and depreciated over their useful lives The corresponding lease
or hire purchase obligation s treated 1n the balance sheet as a hability

The 1nterest element of the rental obligations 1s charged to the profit and loss account over the peniod of the lease and represents a constant
penodic rate of retumn of the balance of capnal repayments outstanding

Rentzls paid under operating leases are charged to income on a straight line basis over the lease term

Pensions and other post-employment benefits

The Company's employees participate 1n a number of the Group's defined benefit pension schemes The total Group cost of providing
benefits under defined benefit schemes 15 deterrmined separately for each of the Group’s schemes under the projected unit credit actuanal
valuation method Actuanal gains and losses are recogrused in full in the peniod tn which they occur The key assumptions used for the
actuanal valuation are based on the Group's best estimate of the vanables that wall determme the ultmate cost of providing post-
employment benefits, on which further detaif 1s provided 1n notes 29 and $6 to the Annual Report and Accounts 2012 of Centnica plc

The Company's share of the total Group surplus or deficit at the end of the reporting period for each scheme 1s calculated in proportion to
the Company's share of ordinary employer contributions in to that scheme duning the year, ordinary employer contributions are determined
by the pensionable pay of the Company's employees within the scheme and the cash contnbution rates set by the scheme trustees Current
service cost 15 calculated with reference to the pensionable pay of the Company's employees The Company's share of the total Group
mierest on scheme lLabilites, expected retumn on scheme assets and actuanal gams or losses 15 calculated 1 proportion to ordinary
employer contributions 1n the prior accounting penod Changes in the surplus or deficit ansing as a result of the changes in the Company’s
share of total ordinary employer contnbutions are also treated as actuanal gains or losses




Centrica Storage Lumnited
Notes to the Financial Statements for the year ended 31 December 2012

Principal accounning polictes (continued)

This ts a change m accounting pelicy from prior years when the Comparny accounted for the schemes as 1f they were defined contribution
schemes and the charge to the Profit and Loss Account was equal to the contributions payable to the schemes 1n the accounting penod
The accountung policy has been amended because the Group has now 1denufied a methodology for allocating the Company's share of the
underlying assets and liabihities 1n the schemes on a consistent and reasonable basis Comparauve figures have been restated accordingly
The change n accounting policy increased profit after tax for the year by £6 mithion {2011 £1 miihon mcrease) and increased opening
reserves by £4 mullion (2011 £2 mithon decrease)

Interest
Interest payable and receivable 1s recognised when accrued

Financial instruments disclosure and presentation

Financial liabilities and equity wnstruments are classified according to the substance of the contractual amrangements entered mnto An
equuty tstrument 15 any contract that evidences a residual interest in the assets of the entity after deducting all of its financial habilines A
debt instrument 15 a contractual obligation to deliver cash or another financial cbhigation

Where the contractual obligattens of financial instruments (including share capital) are equivalent to a debt instrument, those financial
instruments are classed as financial liabilittes Financial liabihities are presented as such in the Balance Sheet Finance costs and gains or
losses relaung to financial habilities are included in the Profit and Loss account Finance costs are calculated so as to produce a constant
rate of return on the outstanding liability

Where the contractual terms of share capital do not have any terms meeting the definition of a financial hability then this 1s classed as an
equity instrument Dividends and distributions relating to equity wstrements are debited drrectly to equity

All financial assets and Liabilites are presented gross on the face of the Balance Sheet unless the Company has a legally enforceable nght
to net off the recogmsed amounts and 1t intends to settle on a net basis

All nterest bearing debt and loans are imtally stated at the amount of the net proceeds for debt and costs for loans After mitial
recognition, the carrying amounts of interest beanng loan receivables and payables are increased by the finance income and finance costs
respectively The carrying amounts are reduced by the payment or repayment of amounts owing under loan receivables and payables
respectively Where the recoverable amount 15 estimated to be less than the carrying value, impairment wall be charged through operating
costs 1 the profit and loss account

The Company 15 exempted by FRS 29 from providing detailed disclosures in respect of 1ts financial instruments because the Company 1s
included wathin the Group's consolidated financial statements and s financial instruments are incorporated into disclosures n note 19
(pages 105 to 106) of the Centrica ple Annual Report and Accounts 2012

Energy denvatives are accounted for under the accruals basis and not fair valued 1n the financial statements as the Company has not
elecied to apply FRS 26 Financial Instruments (Recogmtion and measurement)

Share schemes

The Group has a number of employee share schemes, detailed 1n the Remuneration Report on pages 61 to 73 of the Centrica plc Annual
Report and Accounts 2012 and 1n note S7 (page 133} of the Centnica ple Annual Report and Accounts 2012, under which 1t makes equity
settled share-based payments to certain employees Equity-settled share-based payments are measured at far value at the date of grant
(excluding the effect of non market-based vesting conditiens) The fair value determined at the grant date 1s expensed on a straight line
basis together with a corresponding increase 1n equity over the vesting period, based on the Group's estimate of the number of shares that
will vest and adjusted for the effect of non market-based vesting conditions

The impact on the Company of the share schemes 15 not matenal

Fair value 13 measured using methods appropriate to each of the different schemes as follows

LTIS EPS awards after 2005 Market value on the date of grant

LTIS TSR awards after 2005 A Monte Carlo simulation to predict the total shareholder return performance
Sharesave Black-Scholes pricing model

SAS, RSS, & SIP Market value on the date of grant

DMSS Market value on the date of grant

Dhvedend distribution

Final dividend distnbution to the Company's shareholders 1s recognised as a liability in the Company's financial statements tn the period
in which the dividends are approved by the Company's shareholders Intenm dividends are recognised when pad




Centrica Storage Limited
Notes to the Financial Statements for the year ended 31 December 2012

2 Turnover 2012 2011
£ mulhon £ million

By activity
Storage 168 168
Net gas sales 29 16
Processing 1 1
Other 2 -
200 185

Centnca Storage Limited enters into gas sales and gas purchases contracts as part of its normal trading activity to optimise the
performance of the storage facility Sales and purchases relating to this optimisation activity are presented net within revenue Processing
revenue relates to processing and transporting gas for a third party Costs mcurred due to asset performance are shown net 1n cost of goods
sold to reflect the correct nature of the transactions

Other Income comprises services provided in connection with the development of the Offshore York gas field for Centnca Resources
Lirmted

By geographical market

UK 200 185
3 Operating profit 2012 2011
£ million £ million

This 1s stated after charging

Depreciation of owned fixed assets 36 34

Auditors' remuneration of £7§,600 (2011 £71,600) relates to fees for the audit of the UK GAAP statutory Financial Statements of
Centnica Storage Limited and includes fees m relation to the audit of the IFRS group consolidation schedules, for the purpose of the
Centrica Group audit, which also contribute to the audit of Centrica Storage Limuted

Cost of Sales include direct costs of operating the storage facility dunng the year
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4

Directors' emolutnents 2012 2011
£000 £000

Aggregate Emoluments 368 244

Company contnbutions to defined benefit pension schemes 42 40
410 284

Highest paid director

Aggregate Emoluments 196 143
Company contributions to defined benefit pension schemes 17 15
213 158

There were 3 directors (2041 3) who received shares in the ulimate parent company in respect of thewr quabfying services under a long-
term tncentive scheme

There was | director (2011 1) who exercised share options relating to the ultimate parent company

Number of directors in company pension schemes 2012 2011
Number Number
Defined benefit schemes 3 3

Share based payments

Employee share schemes are designed to encourage parncipants to align their objectives with those of shareholders Centrica plc operates
nine main employee share schemes the Deferred and Matching Share Scheme (DMSS), the Executive Share Option Scheme (ESOS), the
Long Term Incentive Scheme (LTIS), Sharesave, the Share Award Scheme (SAS), the Restricted Share Scheme (RSS), the Share Incentive
Plan (S1P), Deferred Bonus Plan (DBP) and the Direct Energy Employee Share Purchase Plan (ESPP) These are descnbed in the Share-
based payments note on pages 61 to 75 and 133 of the Centrica plc Annual Report and Accounts 2012 Employees as at 31 December
2012 were members of 6 of the 9 schemes in the Centrica plc group DMSS, LTIS, Sharesave, SAS, RSS, and SIP The nature and extent
of the share based payment arrangements that existed in the year are immatenial to the financial statements There were no other share
based payment transactions during the year

Employee costs 2012 2011
(Restated)
Administrative expenses and Cost of sales consists of £ mullion £ mullion
Wages and salanes 18 17
Seeial secunty costs 2 2
Pensions and other retirement benefits * 3 3
Other pension and retirement benefits costs - curtailment gain (4) -
Bonuses 2 2
Employee costs - Other Incentives 1 2
22 26
*Restated due to change 1n accounting policy See note 18
Average monthly number of employees during the year Number Number
Offshore 90 86
Onshore 67 67
Support 149 137
306 290
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7 Interest receivable and Similar income 2012 2011
£ mllion £ mullion

Interest receivable from Group undertakings 9 16

9 16

8 Tax on profit on Ordinary activities 2012 2011
£ million £ mullvon

(a) Analysis of tax charge in the year
The tax charge compnses
Current tax
UK corporation tax on profits of the year 20 25

Deferred tax

Ongination and reversal of timing differences (2) 3)
Effect of change to Deferred tax rate N (8)

9 (i
Tax on profit on ordinary activities 11 14

(b)  Factors affecting tax charge for the year
The differences between the total current tax shown above and the amount calculated by applying the standard rate of UK corporation tax
to the profit before tax 15 as follows

2012 2011
£ mullion £ mithon
Profit on ordinary activities before tax %6 g8
Standard rate of corporation tax 1n the UK 24 5% 26 5%
) 2012 2011
£ mullion £ mulhon
Profit on ordinary activittes multiplied by the standard rate of corporation tax 24 23
Effects of
Depreciatien on Non Qualifying assets
Chargeable gains
General inadmissable expenditure
Other nmung differences (3) -
Depreciation 1n excess of capital allowances 3 3
Group relief for ml constderation (4) (1}
Current tax charge for year 20 25

Factors that may affect future tax charges

The main rate of corporation tax was reduced from 26% to 24% from 1 Apnl 2012 and to 23% from 1 Apnl 2013, enacted under Finance
Act 2012 Further reductions to the main rate were proposed tn the Autumn Statement 2012 and the Budget Statement 2013 w
respectively reduce the rate to 21% by | Apnl 2014 and o 20% by 1 Apnl 2015 Beyond a reduction to 23% from | Apnl 2013, the
changes had not been substantively enacted at the balance sheet date, and therefore, are not included in these financial statements The
impact of the proposed changes to the financial staternents would be a reduction to the deferred tax habihty of £11m
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9 Intangible assets

Cost
At | January 2012
Disposals

At 31 December 2012

Accumstlated Amortisation

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

£ million

2

Intangible assets compnse purchased EU Emusstons Allowances (EUA) and Certified Emission Reduction contracts (CER) held by the
Company The EUAs and CERs are not amortised but are wnitten off to reflect the consumption of economrc benefits when surrendered at

the end of the compliance penod

10 Tangible assets

Cost

Al 1 January 2012
Additions
Disposals *

At 31 December 2012

Accumulated Depreciation

At 1 January 2012
Charge for the year
On disposals

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

Freehold

Land and Gas Storage Plant

Buildmgs and Facihities » Abandonment Asset Total

£ milhion £ million £ mullion £ million
9 1,233 1 1,243
- 100 3¢ 103
- (94) 4 (98)
9 1,239 - 1,248
] 732 - 738
- 36 - 36
- (14) - {14)
6 754 - 760
3 485 - 488
3 501 1 505

t Centnica Storage Lumted has granted a finance Lease over the "York Gas Processing facilities' at Easington to Centnica Resources
Limited, a Centrica Group company The net book value of the asset amounting to £79 6 mullton has been de-recognised from tangible
fixed assets and a corresponding inter-group finance lease receivable recognised

~ Assets 1n the course of construction are inctuded within the following category- gas storage plant and facilities

17
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12

13

Lovestments
Investments in
subsidiary
undertakings
£ million
Cost
At 1 January 2012 4
At 31 December 2012 4

Investments relate to the following subsidiary undertakings
Centrica Offshore UK Limuted

Centnica Storage Limited owns 100 percent of the allotted ordinary share capital of Centrica Offshore UK Limted, which compnses of 4 5
million shares of nominal value of £1 Centrica Offshore UK Limited 15 a trading company and 15 incorporated 1n England and Wales The
principal activity of Centrica Offshere UK Limuted 15 the production of gas in the United Kingdom Centnica Offshore UK Limited holds
the preduction licence for the Rough field

Stocks 2012 2011
£ mulhon £ million

Raw matenals and consumables 2 2
Gas 1n storage 76 68
78 70

Debtors - amounts faliing due within one year 2012 2011
£ mullion £ million

Trade debtors 2 6
Amounts owed by Group undertakings 307 270
Other taxes and social secunty 1 -
Prepayments and acerued income 56 48
366 324

The amounts receivable from Group undertakings include £270 mullion (2011 £241 mllion) that bears interest at a quarterly rate
determined by Group Treasury and linked to the Group cost of funds The quarterly rates ranged between 3 28% and 3 5% per annum
during 2012 (2011 between | 71 and 2 71%)

The company has entered into a finance lease with Centrica Resources Limuted, a Centnica Group company, for the newly constructed gas
processing plant at Easington for the York Gas field Also included in amounts owed by Group undertakings 1s £14m m respect of finance
lease payments due within a year £75m relates to finance lease payment due after more than one year, see note 15

The other amounts recervable from Group undertakings are interest-free All amounts recervable from Group undertakings are unsecured
and repayable on demand The amount receivable from Group undertakings also includes amounts recervable from another group
company under joint control, Bacton Sterage Company Limited of £24,210 (2011 £35,568) in order to fund Capital Expenditure
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14 Debtors - amounts falling due after more than one year 2012 2011
£ mullion £ mlhon

Ameunts owed by Group undertakings 75 -

75 -

15 Creditors amounts falling due within one year 2012 2011
£ millton £ mullion

Trade creditors 5 6
Amounts owed to Group undertakings 60 65
Corporation tax 7 6
Other creditors - 3
Accruals and deferred income 84 37

156 117

Amounts owed to Group undertakings are repayable on demand and do not bear interest

16  Deferred taxation due after more than one year 2012 2011
£ million £ milhon

Accelerated capital allowances 86 97
Other timing differences ) 4}
Undiscounted provisign for deferred tax 85 96

Deferred tax on retirement benefit obligation 1 1
Total undiscounted provision for deferred tax 86 97
2012 2011

£ million £ mullion

At | January 96 168
Deferred tax hability on pension asset 1 {1)
At | January including deferred tax on pension asset 97 107
Transfer from another group company - 4}
Deferred tax (debat)/credit in reserves 2) 2
Deferred tax credit in profit and loss account (% 1y
86 97

Deferred corporation tax provision/{asset) 1s provided at 23% (2011 25%)
The deferred tax hability of £1m (2011 £1m) has been deducted in arnving at the net pension surplus on the balance sheet
There are no amounts of deferred tax unprovided (201 nil)
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18

(2)

(b)

(c)

Provisions for habilities and charges
Decommissioning

Provision

£ million
At | January 2012 s
Reduction n provision made durtng the year 2)
At 3] December 2012 3

During year the Company acquired assets and associated decommisstoning liabilities from another group company, Centnca Onshore
Processing UK Lumited

Pensions

The accounting policy tn respect of defined benefit pension schemes has been changed 1n the year (see note 1) Comparatives have been
restated accordingly

Summary of mam schemes

The Company's employees participate in the following Group defined benefit pension schemes  Centnica Pension Plan {(CPP) and Centrica
Pension Scheme (CPS) lts employees also participate in the defined contribution section of the Centrica Pension Scheme Information on
these schemes 1s provided 1n notes 29 and $6 to the Annual Report and Accounts 2012 of Centnea plc

Together with the Centrica Engineers Pension Scheme, CPP and CPS form the majonity of the Group's defined benefit obligation and are
referred to below and 1n the Annual Report and Accounts of Centrica plc as the 'Registered Pension Schemes'

Curtailment gains

Dunng 2012, the Company announced changes to the terms of the final salary sections of the CPP for employees of the Company
Employees’ annual increases in pensionable pay will be capped to 2% and annual increases in respect of future years’ service in deferment
will be the lower of Consumer Price Index (CP[) and 2 5% The resulting gain of £4 million has been credited to operating profit

Accounting assumptions

The accounting assumptions for the Registered Pension Schemes are previded 1n Note 29 to the Annual Report and Accounts 2012 of
Centrica ple

20
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(d} Movement in the year

2012
Pension Pension habilities
habilities Penston assets (restated) Pension assets (restated)
£mtllion £million E£million £million
1 Janvary (105) 113 (1on 104
Items included in the Profit and Loss
Account
Current service cost {2) - (2) -
Gain on curtailment 4 - - -
Interest on scheme habilities (5) (6) -
Expected retum on scheme assets - 6 - 7
Other movements
Actuanal (loss)/gain (22) 13 8 (1)
Employer contributions - 6 - 2
Plan participants’ contnbutions () 1 O i
Benefits pard from schemes 4 (4) 3 (3)
3! December (127} 132 (105) 110
The net pension surplus 15 presented 1n the Balance Sheet as
2012 2011
(restated)
£mlhon £million
Net Pension surplus 5 5
Related deferred tax habihity (H ]
Net Pension surplus after deferred tax 4 4
Presented n the balance sheet as
Defined benefit pension assets 4 4
(e)  Analysis of the actuarial (losses)/gains recognised in the Statement of Total Recogmised Gains and Losses
2012 2011
(restated)
£million £million
Actuanial gamn/{loss) (actual return less expected return on penston scheme assets) 13 1¢0)]
Expenence gains ansing on the scheme Liabilities 1 1
Changes 1n assumptions underlying the present value of the scheme habilities (23) i
Actuanal (loss)/gain recogmsed 1n Statement of Total Recogmsed Gains and
Losses, before adjustment for taxation ()] 7
Cumulauve actuanal gains recogmsed 1n reserves at | January, before adjustment
for taxation 7 -
Curmulative actuanal (losses)/gains recognised in reserves at 31 December, before
adjustment for taxation (2) 7

(f)  Pension scheme contributions

Note 29 to the Greup Financial Statements provides details of the tnenmal review carmed out at 31 March 2012 in respect of the UK
Registered Pension Schemes and the asset-backed contribution arrangement set up on 31 December 2012 Duning the year, the Group
made a £37 million deficit payment and a contribution of £84 million via the asset-backed contnbution arrangement of which the
Company's share was £1 million and £3 mulhon respectively Under FRS 17, Retirement Benefits, the Company's contnbution and trustee

interest in the Scottish Limited Partnership are recogmsed as scheme assets

The Company estimates that it will pay £2 mullion of employer contributions dunng 2013 at an average rate of 21% of pensionable pay
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(h)

Pension scheme assets

2012 2011

(restated)

£million £million

UK equitics 322 400
Non -UK equities 1,522 1,311

Fixed-interest bonds 1,411 1,369

Inflation-linked assets 997 1,040

High-yieid debt 324 292

Dhiversified asset funds 246 -

Property 204 163

Cash pending investment 12 36

Assct backed contnbution assets B4 -
Group pension scheme assets (1) 5,122 4,611
2012 2011

(restated)

£millron Emillion

Company share of the above (£m) 132 110

Expected long-term rate of return on assets per annum 5 6% 6%

 Total pension scheme assets for the UK penston schemes

The basis for determining the overall expected rate of return on assets 1s explained 1n note 29 to the Annual Report and Accounts 2012 of

Centrica plc

Histories
2012 2011
(restated)
£million £million
History of surplus
Plan assets 132 110
Defined benefit obligations (127} (105)
Pension surplus 5 5
Dnfference between the expected and actual return on scheme assets 13 (1)
Experience gains on scheme habilities 1 1
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19 Called up share capital Naminal 2012 2012 2011
value Number £ mllion £ million
Allotted, called up and fully paid

Ordinary shares £1 each 463,256,732 463 463

20  Profit and loss account and other reserves 2012 2011
(restated)
£ million £ mullion

At | January as previously stated 223 950
Prior year adjustment 4 (2)
Share Option Reserves at | January 2 2

At 1 January 2012 as restated 229 950
Profit for the financial year 85 74
Dividends - (800)
Actuanal (losses)/gans net of taxation ()] 5
Share Option and Other Reserves movement 2 -

At 31 December 309 229

21 Dividends 2012 201
£ milbon £ millien

Dividends for which the Company became liable during the year
Dividends pad - 800

No Dividend has been proposed for 2012 (2011 £800m)

22  Reconcihation of movement in sharehelder's funds 2012 2011
(restated)
£ milhen £ milhon
At 1 January as previously reported 688 1,415
Prior year adjustment 4 2)
At | January (1) 692 1,413
Profit for the financial year (1) 85 74
‘ Dividends - (800)
Share Option and Other Reserves 2 -
Actuanal {L.osses)/gains net of taxation ()] 5
At 31 December 772 692

(1) Restated for the change in accounting policy in respect of defined benefit pensions which reduced opentng reserves as at b January 2011 by £2 mulhion mercased profit
after tax for the year ended 31 December 2011 by £1 milhon and increased actuanal gamns nct of taxatien for the year ended 31 December 2011 by £5 million
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24

25

26

Post balance sheet events

There are no reportable post balance sheet events for the Company

Capital commutments 2012 2011
£ milhon £ million
Amounts contracted for but not provided in the financial statements 11 10

Other financial commatments

The Company 15 commtted to purchase entry/exit capacity nghts under vanous long-term supply contracts for storage customers At 31
December 2012 comrmutments under these contracts totalled £27 million (2011 £31 mullion)

Ultimate controlling party

Centrica plc, a company registered 1n England and Wales 1s the ultimate holding company and ultimate controlling party Centrica ple has
a 100 percent interest in the equuty share capital of Centrica Holdings Limuted Centnca Holdings Lirmited in turn owns 100 percent of the
1ssued share caprtal of GB Gas Holdings Limited GB Gas Holdings Limited owns 100 percent of the 1ssued share capital of Centrica
Storage Holdings Limited Centrica Storage Holdings Limited has a 100 percent interest 1n the equity share caputal of Centnca Storage
Limuted and 1s the Company’s immedsate parent undertaking

Centnica plc 1s the parent company of the largest and smallest Group for which consolidated financial statements are drawn up Copies of

the ulumate parent company's consolidated financial statements can be obtained from Centrica ple, Millstream, Maidenhead Road,
Windsor, Berkshire SL4 5GD or www centrnica com
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