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Centrica Distributed Generation Limited

Strategic Report for the Year Ended 31 December 2022

‘The Directors present their Strateglc Report for Ccntnca Dlstnbuted Generatlon Lumted (the 'Company) for the
year ended 31 December 2022 o - :

Principal actwnty

The Company owned and operated a 49MW gas reciprocating energy reserve facilities at Scawby Brook; Bngg
During the period under review, the Company principally earned revenues through Capacity Market (CM)
commitments to National Grid along with Energy Trading. )

The company also owns land at Roosecote where it previously operated a combined-cycle gas turbine (CCGT).
This has ceased operations and has been demolished but there are still some decommissioning activities that
need to be carried out. The costs are currently provided for at our-bést estimate of expected cost. The company
leases part of this land to another group company.

In the year the Company also started the development of a new gas reciprocating energy reserve facility at the
site in Brigg. Construction of this asset is due to complete in 2024. -

Section 172(1) Statement
In promoting the success of the Company, the Directors must consider the interests of stakeholders and the other
matters required by section 172(1) (a) to (f) of the Companies Act, 2006.

This Section 172(1) Statement describes the relevant items for the Company. The Company is a subsidiary of
Centrica plc and its activities support the wider strategy of the Centrica Group. Where appropriate, for example,
in matters of long-term strategy, decision-making is aligned with that of the ultimate parent company Board,
ensuring that stakeholders of the Company have been rigorously considered. .

General conf irmation of Directors’ dutres

Directors are fully aware of and understand their statutory duties under the Act. Day to day authority is
delegated to executives, and the Directors are supported by management in setting, approving and overseeing
the execution of the business strategy and related policies. The executives consider the Company's activities,

such as reviewing financial and operational performance, business strategy, key risks, stakeholder-related
matters, governance, and legal and regulatory compliance and make decisions. '

Section 172(1) of the Act provides that each Director must ensure that thes' act in the way they oonsidér, in good
faith, would most likely promote the Company’s success for the benefit of its members as a whole, and in doing
so have regard (among other matters) to section 172(1) (a) to (f) as described,below.

(a) The likely consequences of any decision in the long term

Centrica plc is conscious that decisions made by all Group companies could have an impact on other

stakeholders where relevant. By considering the Group’s purpose, vision and values together with its strategic

priorities and having a process in place for decision-making, the Group aims to ensure that the decisions of all

 Group companies, including the Company, are consistent and appropriate in all circumstances.- Decisions
regarding payment of any dividends by subsidiary companies of Centrica plc are taken at a Group level based
upon the expertise and professional guidance of the Group’s financial controllers, taking into account a range of
factors, including: the long-term viability of the Company; its expected cash flow and financing requirements;
the ongoing need for strategic investment in the Company; and the expectations.of the ultimate parent

_ company's shareholders as a supplier of long-term equity capital to the Company.

-(b) The interests of the company’s employees

The Directors recognise that employees within the Group are fundamental to the future growth and the success
of Centrica and therefore consider the interests of the Companys employees by applymg the applicable Group
pohcles
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Centrica Distributed Generation Limited

Strategic Report for the Year Ended 31 December 2022 (continued)

(c) The need to foster the company’s business relationships with suppliers, customers and others '
Centrica plc recognises the benefits for all Group companies of engaging with a broad range of stakeholders and -
that developing and delivering the Group’s strategy depends on building and maintaining constructive
relationships. In ensuring the Company fosters the business relationships with suppliers, customers and others,
the Company and its Directors are therefore supported by the overarching programme of extensive engagement -
with such stakeholders that is conducted across the wider Centrica Group The breadth of stakeholder
considerations in our operating or commercial trading companies 1s set out on pages 12 to 13 of Centrlca plc's
Annual Report and Accounts 2022.

(d) The impact of the company’s operations on the community and the environment

Centrica plc appreciates that collaboration with charities and community groups helps to create stronger
communities and provides insights that enable the Group to understand the impact of all Group companies on
the community and environment, and the consequences of its decisions in the long term. In ensuring the
Company takes into account the impact of its operations on the community and the environment, the Company
and its Directors are supported by the overarching programme of extensive engagement with the commumty and
wider environment that is conducted across the w1der Centrica Group.

(e) The desirability of the company maintaining a reputation for high standards of business conduct
The Board adheres to Centrica Group’s “Our Code” code of conduct which all Centrica Group employees are
_subject to setting out the high standards and behaviours we expect from those that work for us or with us.

() The need to act fairly as between members of the company

The Company’s activities support the wider strategy of the Centrica Group and owing to the fact the Company
is a wholly owned subsidiary of Centrica pl¢, the Directors are required only to balance the interests of corporate
shareholders that are themselves wholly owned subsidiaries of Centrica plc, rather than any third party
members.

Further information about how the Centrica Group engages with, and considered the interests of, different key .
stakeholders can be found on pages 12 to 13, 37 to 38 and 66 to 71 of Centrica plc’s Annual Report and
Accounts 2022. ,

Culture ' .
The Company’s culture is set by the Group and embedded in all we do. Further information on the Group’s
culture can be found on pages 7 37,44 t0 45, 56 t0 59, 67 and 71 of Centrica plc s Annual Report and Accounts
2022.

Stakeholder Engagement

As is normal for large compames the Dlrectors delegate authonty for day to day management of the Company
to executives engaged in setting, approving and overseeing execution of the business strategy and related
policies of the Group. While there may be cases where the Directors judge that the Company should engage
directly with certain stakeholder groups or on specific issues, the size and spread of both our stakeholders and
the Group means that generally, stakeholder engagement best takes place at an operational or Group level. The
Directors consider that as well as being a more efficient and effective approach, this also helps achieve a greater
positive impact on environmental, social and other issues than working alone as an individual company. A
description of how the Group engages with its stakeholders is set out on pages 12 to 13, 37 to 38 and 66 to 71 of
Centrica plc's Annual Report and Accounts 2022. ‘ . . '
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Centrica Distributed Generation Limited -

Strate‘gic Report for the Year Erided 31 December 2022 (continued)

Company strategy and review of the busmess ’

The Company’s strategy is to construct new peaking power generation. fac11mes in the UK. Durmg the year the
Directors approved the development of a second gas reciprocating asset at the Brigg site, which is ‘currently
under construction. ‘

The. operational generatlon asset is underpmned by 15-year capac1ty market contracts commencmg from
October 2020. .

The financial position of the Company is presented in'the Statement of Financial Position on page 14. Total .
equity as at 31 December 2022 was £18,311,000 (2021: £10 077,000). The profit for the financial year ended 31 =
December 2022 was £8,234,000 (2021: £3,260,000).

The Company's Financial Statements have been prepared in accordance with Financial Reportlng Standard 101:
Reduced Disclosures Framework ('FRS 101%). - .

Principal risks and uncertainties :

From the perspective of the Company, the prmcrpal risks and uncertainties are integrated with those of the
Centrica plc group (the ‘Group’) and are not managed separately. The principal risks and uncertainties of the -
Group, which include those of the Company, are disclosed on pages 28-33 of the Group s Annual Report and
Accounts 2022, which does not form part of this report.

Ukraine conflict
The Company is a subsidiary of the Centrica group, and as such is impacted by the energy crisis and Ukraine -
conflict. The energy markets remain very volatile, but the Centrica group continues to maintain a. hedging
strategy aligned to the price cap to minimise the exposure to market prices. The Company does not own any
businesses or operate in Russia or Ukraine and so has no direct impacts from those two countries. Furthermore,
the Company has no investments in Russian entities or bonds. The Company is not expectmg any direct material
impacts but will keep monitoring the position. _

Carbon emissions and energy usage

Carbon emissions and energy usage are not disclosed at a Company level due to exemptlons detailed in Para
20A of Schedule 7 of the Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon
Report) Regulations 2018. Carbon emissions and energy usage reporting for the Group is included in the
‘People and Planet’ section on pages 42-44 of Centrica plc’s Annual Report and Accounts 2022. Specific
metrics and targets are disclosed in the ‘Task Force on Climate-related Financial Disclosures’ sectlon on pages
51 to 53 of the Group’s Annual Report and Accounts 2022

Key performance indicators ('KPIs') , -
Given the nature of the business, the Company's Directors are of the opinion that the KPI necessary for an
understanding of the development, performance and position of the Company is profit after tax.

. The Directors of the Group use a number of KPIs to monitor progress against the Group’s strategy. The
development, performance and position of the Group, which includes the Company, are disclosed on pages
26-27 of the Group’s-Annual Report and Accounts 2022, which does not form part of this report. The results of
the Company are disclosed in the Directors' Report on page 5.
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Centrica Distributed Generation Limited

© Strategic Report for the Year Ended 31 December 2022 (continued)

Future developments
The Directors are considering the future activities of the Company, mcludmg further development opportunmes
-at the existing Roosecote site and other locanons in the UK. .

Ruth Odih ~ ° " .

By order of the Board for and on behalf of Centrica Secretarles Limited
Company Secretary . '

Company registered in England and Wales, No. 04713745

Registered office:
Millstream
Maidenhead Road
Windsor
Berkshire

SL4 5GD

* United Kingdom.
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" Centrica Distributed Generation Limited

Directors' Report for the Year Ended 31 December 2022

The Directors present their report and the audited financial statements for the year ended 31 December 2022.

Directors of the Company
The Directors of the’Company, who were in office durmg the year and up to the date of signing the financial
statements were as follows:

M Dennis

B W V Rees .

A Z Longmuir (appointed 21 March 2022 and resigned 26 June 2023)
G C Mckenna (appointed 21 March 2022). *

Results and dividends
The results of the Company are set out on page 12. The profit for the financial year ended 31 December 2022 is
£8,234,000 (2021: profit of £3,260,000).

~ The Company did not pay an interim dividend during'the year (2021‘: £nil) and the Directors do not réecommend
the payment of a final dividend (2021: £nil).

Financial Risk Management Policy

The Directors have established objectives and policies for managmg financial risks to enable the Company to
. achieve its long-term shareholder value growth targets w1thm a prudent risk management framework. These
objectives and policies are regularly reviewed.

Exposure in terms of price risk, credit risk, liquidity risk and cash flow risk

Exposure to price risk, counterparty credit risk, liquidity risk and cash flow risk arises in the normal course of
the Company’s business. Cash forecasts identifying the liquidity requirements of the Company are produced
frequently and reviewed regularly. Liquidity risk is managed through funding arrangements with Group
undertakings. Credit risk is managed through the Group continually reviewing its rating thresholds for relevant
counterparty credit limits and updating these as necessary, based on a consistent set of principles. Price risks are
managed through using a range of derivatives to hedge any exposures arising. : '

Future developments
Future developments are discussed in the Strategic Report on page 4.

.Going concern

The Directors have received confirmation that provided the Company remains part of the Group, Centrica plc
will support the Company for at least one year after the financial statements were authorised for issue and that
amounts owed to Group undertakings will not be required to be repaid for the foreseeable future unless
sufﬁcxent financial resources and facilities are available to the Company.

" The Dlrectors have updated their Group going concern assessment as at 30 June 2023. The going concern

assessment has included stress-testing cash forecasts for different scenarios including reasonably possible
increases/ decreases in commodity prices and evaluating risk scenarios for reasonably possible combinations of
-risks, the largest of which is the increased margin outflows in the trading and upstream businesses. Risks
considered also include the impact of significant adverse weather events, increased bad debt charges due to the
cost of living crisis, the risk of financial loss due to counterparty default and production falls in the Group’s
upstream business. The Group has established enhanced processes in the trading business and in respect of
upstream to plan for and manage possible increases in margin cash requirements. The Group undrawn
committed facilities as at 30 June 2023 were £3.8 billion in addition to Group unrestricted cash and cash
equivalents of £5.9 billion. The level of undrawn committed bank facilities-and available cash resources has
enabled the Directors to conclude that there are no material uncertainties relating to going concern. As a result,
the Group continues to adopt the going concern basis of accounting in preparing the financial statements. .
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Centrica Distributed Generation Limited

Directors' Report for the Year Ended 31 December 2022 (continued)

On the basis of the enquiries made, and the fact that Centrica plc, the ultimate parent company, has confirmed it
will continue to support the Company, the Directors have concluded that the Company should be able to meet its
liabilities as they fall due for the foreseeable future, and therefore the ﬁnanclal staternents have been prepared on
a going concern basis. ’

Non adjusting events after the financial period

2023 Impairment

Subsequent to the balance sheet date there has been a significantly less volatile commodity price environmerit
together with falling wholesale prices. In June 2023 this reduction represented an indicator of impairment and a
review of the carrying value of the operational gas reciprocating power generation assét was carried out. As'a
result, it was determined that the value in use was lower than the carrying amount of the asset and an
impairment of £3,580,000 was recognised in the Income Statement. '

Asset Purchase

In February 2023 the Company entered into an asset purchase agreement to acquire a land lease and
development rights for a gas reciprocating power generation project in Wales for a purchase price - of
£1,480,000.

Acquisition

In September 2023, the Company entered into an agreement to acquire ]00% of the share capital of EL (SLH
CM) Limited, a company incorporated in England and Wales, for headline consideration of £2,510,000. This
purchase was made to acquire capacity market contracts and grid connection rights at a site in Essex.

Dlrectors and officers’ llablllty

Directors’ and officers’ liability i 1nsurancc has been purchased by the ultimate parent company, Centrica plc, and
was in place throughout the year. The insurance does not provide cover in the event that the Director is proved
. to have acted fraudulently. :

Statement of Directors’ Responsnbllltles
The Directors are responsible for preparing the Strategic Report Directors’ Report and the financial statements
in accordance with applicable UK law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 101
"Reduced Disclosure Framework' (‘FRS 101'). Under company law the Directors must not approve the financial
statements unless they are satisfied 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 preparing these financial statements, the Dlrectors are
required to: :

« select suitable accounting policies and‘apply them consistently;
» make judgements and accounting estimates that are reasonable and prudent;

+ state whether applicable UK Accounting Standards have been followed subject to any material departures
disclosed and explained in the financial statements; and

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business. .

. The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain

the Company's transactions and disclose with reasonable accuracy at any time 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 irregularities. '
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Centrlca Dlstrlbuted Generatlon Limited

' Dlrectors Report for the Year Ended 31 December 2022 (contmued)

Disclosure of information to audltors :

. Each of the Directors who held office at the date_ of approval of this Directors’ Report confirm that so. far as they
are aware, there is no relevant audit information of which the Company s auditors are unaware, and that they
have taken all steps that they ought to have taken as Directors to make themselves aware of any relevant audit
information and to establish that the Company’s auditors are aware of that information. This confirmation is
. glven and should be interpreted in accordance with the provisions of section 418 of the Companies Act 2006.

Audltors
Tn accordance with Section 487 of the Companies Act 2006 the auditors will be deemed to be reappomted and

- Deloitte LLP will therefore continue in office.

* Ruth Odih

By order of the Board for and on "behalf of Centrica Secretanes Limited
Company Secretary

Company registered in England and Wales, No. 04713745
Registered office: :

_ Millstream

Maidenhead Road
Windsor -
Berkshire

'SL4 5GD _
United Kingdom

. Page 7-



Centrica Distributed Generation Limited

Independent Auditors' Report to the Members of Centrlca Distributed Generatlon
Limited

. .
Report on the audit of the financial statements

Opinion '
In our opinion the financial statements of Centrica Distributed Generation Limited (the 'Company)

+ give a true and fair view of the state of the Company s affairs as at 31 December 2022 and of its profit for the A
year then ended;

+ have been properly prepared in accordance with United Kingdom Generally Accepted: Accounting Practice
including Financial Reporting Standard 101 'Reduced Disclosure Framework'; and

+ have been prepared in accordance with the requi‘rements’.of the Companies Act 2006.
We have audited the financial statements which comprise:"
. the Income Statement; » ’
. the Statement of Comprehensive Income;
- the Statement of Financial Position;
+ the Statement of Changes in Equity; and
« the related notes 1 to 20.

The financial reporting framework .that has been applled in their preparation is applicable law and Umted
~ Kingdom Accounting Standards, including Financial Reporting Standard 101 Reduced Disclosure Framework'
(United Kingdom Generally Accepted Accounting Practice)..

Basis for opinion
We conducted our audit in accordance with International Standards on Audltmg (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor’s responsibilities
for the audit of the financial statements section of our report: :

- We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusrons relating to going concern ' :
In auditing the financial statements, we have concluded that the directors’ use of the gomg concemn basns of
accounting in the preparation of the financial statements 1s appropriate.

Based on the work we have performed, we have not 1dent1ﬁed any material uncertainties relating to events or -
conditions that, individually or collectively, may cast significant doubt on the Company’s ability to continue as
a going concern for a period of at least twelve months from when the financial statements are authorised for

- issue.

" Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other information : :

The other information comprises the mformatlon included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsxble for the other information contained
- within the annual report. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do, not express any form of assurance
conclusion thereon.
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'Centrica Distributed Generation Limited

Independent Auditors’ Report to the Members of Centrica Distributed Generation
Limited (continued) _ : : : ‘

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or
‘otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material -
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Directors A
As explained more fully in the Statement of Directors' Responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such

internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error. '

In preparing the financial statements, the directors are responsible for assessing the Company's ability to
continue as a going -concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate theCompany or to cease operations, or
have no realistic altemative but to do so.

Auditor’s responSIbllmes for the audit of the financial statements

Our objectives are to obtain reasonable-assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and aré considered material if, individually or inthe aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report. *

Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to-which our procedures are capable of detectmg irregularities, including fraud is
detailed below. . :

We con51dered the nature of the company’s industry and its control environment, and reviewed the
documentation of the policies and procedures relating to fraud and compliance with laws and regulations that
has been established by the Company’s ultimate parent. We also enquired of management and directors about
their own identification and assessment of the risks of 1rregu1ar1t1es including those that are specific to the
Company's business sector. :

We obtained an understanding of the legal and regulatory framework that the Company operates in, and
identified the key laws and regulations that:

* had a direct effect on the determination of material amounts and- disclosures in the financial statements.
These included the UK Companies Act and tax legislation; and

= do not have a direct effect on the financial statements but compliance with whrch may be fundamental to the
Company’s ability to operate or to av01d a material penalty.

We discussed among the audit engagement team including relevant internal specialists such as IT regardmg the
opportumtles and incentives that may exist within the orgamsatlon for fraud and how and where ﬁ'aud might
occur m the financial statcments :
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Centrica Distributed Generation Liniited

Independent Auditors' Report to the Members of Centrica Distributed Generation
lelted (contmued)

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to

" thé risk of management override. In addressing the risk of fraud through management override of controls, we
tested the appropriateness of journal entries and other adjustments; assessed whether the judgements made in
making accounting estimates are indicative of a potential bias; and evaluated the business rationale of any
significant transactions that are unusual or outside the normal course of business.

' In addition to the above, our procedures to respond to the risks identified included the following:

» reviewing financial statement disclosures by testing to supporting documentation to assess compliance with
provisions of relevant laws and regulations described as having a direct effect on the financial statements;

« performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks
of material misstatement due to fraud;

 enquiring of management and in-house legal counsel concerning actual and potentlal lmganon and claims,
and instances of non-compliance with laws and regulations; and

. readmg minutes of meetings of those charged with governance.

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:” -

+ the information given in the Strategic Report and the Directors’ Report for the financial year for which the
financial statgments are prepared is consistent with the financial statements; and

« the Strategic Report and the Directors’ Report have been prepared in accordance w1th applicable legal
requlrements :

In the: llght of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified any material mlsstatements in the Strateglc Report or the Directors’ Report.

‘Matters on whlch we are required to report by exceptlon
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

+ 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 in agreement w1th the accounting records and returns; or
's  certain disclosures of Directors’ remuneration specified by law are not made; or
* we have not received all the information and explanations we require for our audit.

We have notliing to report in respect of these matters.

Use of our report .

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed

.
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Centrica Distributed Generation Limite'd

Independent Audltors Report to the Members of Centrlca Dlstrlbuted Generation
Limited (contmued) :

’DW"’]LS\TO"\ ‘ﬁ

Daryl Winstone (Senior Statutory Auditor)

- For and on behalf of Deloitte LLP

Statutory Auditor
London
United angdom
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Centrica Distributed Generation Linﬁted

Income Statement for the Year Ended 31 December 2022

2022 2021
Note £ 000 £ 000
Reveme . & . 4 19,087 20,892
Cost of sales | ' s (15,080) (15,558)
Gross proﬁt . ' A . 4,007 5,334
Operating costs . 5. (2,885) (1,140)
- Exceptional items - impairment of property, plant and equipment ' :
reversal : : 7 9,981 -
Operating profit . ‘ C . ~ 11,103 4,194
Finance income ‘ 8 © 43 -
Finance costs ~ * : - 8 9) (576)
Profit before taxation - : . ' 11,137 . 3,618
Taxation o 11 (2,903) (358)
Profit for the year from continuing operations : - - 8,234 3,260

The notes on pages 16 to 30 form an integral part of these financial statements.
- Page 12 '



Centrica Distributed Generation Limited
' Statement of Comprehensive Income for the Year Ended 31 December 2022

2022 2021

£ 000 £000 .
Profit for the year o ' ' o 8234 3,260
Other comprehensive income : : - . -
- Total comprehensive incomel for the year . 8,234 ' -3,260

The notes on pages 16 to 30 form an integral part of these financial statements..
‘ ' : _Page 13 L



_Centrica Distributed Generation Limited

_Statement of Financial Position as at 31 December 2022

Non-current assets
Property, plant and equipment
Intangible assets

Current assets
Trade and other receivables
Inventories

Total assets

Current liabilities
Trade and other payables

Net current liabilities
Total assets less current liabilities

Non-current liabilities
Deferred tax liabilities

Provisions for other liabilities and charges

Net assets

Equity ,
Share capital .
Share premium

Retained earnings

Total equityA

2022 2021
Note £000 £ 000
12 ‘ 25,559 16,034
13 1,447 -
27,006 16,034
14 4,616 11,549
15 91 - 75
4,707 11,624
31,713 27,658
16 : (6,729) (14,195)
' (2,022) (2,571)
24,984 13,463 -
11 (3,375) (472)
17 ‘ (3,298) (2,914)
(6,673) (3,386) '
18,311 10,077
18 - -
1,569 1,569
16,742 8,508
110,077

18,311

The financial statements on pages 12 to 30 were approved and authorised for issue by the Board of Directors on

..26/09/2023  and signed on its behalf by:

M Dennis
Director

" Company number 04713745

The notes on pages 16 to 30 form a

n integral part of these financial statements.
Page 14



Cent_rica Distributed Generation Limited

Statement of Changes in Equity for the Year Ended 31 December 2022

BT i ' R ) Share Share Retained _ v : o
. . capital premium earnings Other equity Total equity
. £000 © £000 £000 £000 £ 000
At 1 January 2022 - 1,569 8,508 . - 10,077
Profit for the year - : : - - 8,234 - 8,234
T‘.ota]vcomprehensive income . . . - - 8,234 - 87234
At 31 December 2022 ' : ' . - 1,569 16,742 - 18311
Share Share Retained .

capital premium earnings Other equity Total equity
. £000 £000 £000 £000 £000

At 1 January 2021 ) - 1,569 5,248 10 6,827
“Profit for the year ) , - - . 3,260 - 3,260
Total comprehevnsive income/(expense) . . - - . 3,260 - 3,2:60
Share incentive plan ‘ ) - - - ~_(10)- (19
At 31 December 2021 ) . . - 1,569 8,508 - 10,077

" Page 15
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Centrica Distributed Generation Limited

Notes to the Financial Staiéments for the Year Ended 31 December 2022

1 General information

Centrica Dlstnbuted Generation Limited (the 'Company) is a private company limited by shares, incorporated
and domiciled in the United Kingdom under the Companies Act 2006 and reglstercd in England and Wales.

The address of its registered office and principal place of business is:
Millstream .

Maidenhead Road

Windsor '

" Berkshire

SL4 5GD

The nature of the Company’s Joperations and its principal activities are set out in the Strateglc Report on pages 1
to4, o

2 - Accounting policies

Basis of préeparation

The Company financial statements have been prepared in accordance with Fmanmal Reporting Standard 101
Reduced Disclosure Framework (‘FRS 101°). In preparing these financial statements the Company applies the
recognition, measurement and disclosure requirements of UK adopted International Financial Reporting
Standards (‘Adopted IFRSs’), but makes amendments where necessary in order to comply with the Companies
Act 2006 and has set out below where advantage of the FRS 101 disclosure exemptions has been taken

The Company financial statements are presented in pounds sterling which is the functional currency of the
Company.

Changes in accounting policy :
From 1 January 2022, the following standards and amendments are effective in the Company’s Financial
Statements:

* Amendments to IAS 37 'Provisions, Contingent Liabilities and Contingent Assets', coéts of fulfilling a
contract; and .

» Amendments to IAS 16: 'Property, Plant and Equipment', sale proceeds before intended use; and
. Annual improvements to IFRS 2018-2020. B
None of these changes or amendments had any material impact on the Company s financial statements.

Summary of disclosure exemptions
In these financial statements, as a qualifying entity the Company has apphed the exemptions available under
- FRS 101 in respect of the following disclosures:

 the requirements of IAS 7 ‘Statement of Cash Flows’;

»  the statement of compliance with Adopted IFRSs; .

« the effects of nev-v but not yet effective IFRSs;

» prior year reconciliations for property,'plant and equipment and intangible assets;

« the prior year reconciliations in the number of shares outstanding at the begmnmg and at the end of the year
for share capltal .

+ disclosures in respect of related party transacfions with wholly-owned subsidiaries in a group;

\
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Centrica Distributed Generation Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

- 2 Accounting policies (continued)

. disclosures in respect of the compensatioh of key management personnel; and
* disclosures in respect of capltal management.

As the consolidated financial statements of the Centrica plc group (the ‘Group’), which are available from its

" registered office, include the equivalent disclosures, the Company has also taken the exemptions under FRS 101

available in respect of the following disclosures:

+ certain disclosures required by IAS 36 ‘Impairment of Assets’ in respect of the impairment of goodw111 and
indefinite life intangible assets;

< certain disclosures required by IFRS 13 ‘Fair Value Measurement® and the disclosures required by IFRS 7
‘Financial Instruments: Disclosures’ have not.been provided apart from those which are relevant for the
financial mstruments which are held at fair value;

« certain disclosures requlred by IFRS 3 ‘Business Combinations’ in respect of business combinations
undertaken by the Company; and

¢ disclosures of the net cash flows atmbutable to the operatmg, mvestmg and ﬁnancmg actlvmes of
" discontinued operations.

Measurement convention

The financial statements are prepared on the historical cost basis except for derivative financial instruments and.
financial instruments designated at fair value through profit and loss on initial recognition. The carrying value of
recognised assets and liabilities that are hedged items in fair value hedges, arid are otherwise carried at cost, are
adjusted to record changes in the fair values attributable to the risks that are being hedged.

Gomg concern

The Directors have received confirmation that provided the Company remains part of the Group, Centrica plc.
will support the Company for at least one year after the financial statements were authorised for issue and that
amounts owed to Group undertakings will not be required to be repaid for the foreseeable future unless
sufficient financial resources and facilities are available to the Company.

The Directors have updated their Group going concern assessment as at 30 June 2023. The going concern
assessment has included stress-testing cash forecasts for different scenarios including ‘reasonably possible
increases/ decreases in commodity prices and evaluating risk scenarios for reasonably possible combinations of
risks, the largest of which is the increased margin outflows in the trading and upstream businesses. Risks
considered also include the impact of significant adverse weather events, increased bad debt charges due to the
cost of living crisis, the risk of financial loss due to counterparty default and production falls in the Group’s
upstream’ business. The Group has established enhanced processes in the trading business and in respect of

‘upstream to plan for and manage possible increases in margin cash requirements. The Group- undrawn

committed facilities as at 30 June 2023 were £3.8 billion in addition to’ Group unrestricted cash and cash
equivalents of £5.9 billion. The level of undrawn committed bank . facﬂmes and available cash resources has
enabled the Diréctors to conclude that there are no material uncertainties relating to going concern. As a result,
the Group continues to adopt the going concern basis of accounting in preparing the financial statements.

On the basis of the enquiries made, and the fact that Centrica plc, the ultimate parent company, has confirmed it
will continue to support the Company, the Directors have concluded that the Company should be able to meet its
liabilities as they fall due for the foreseeable future, and therefore the financial statements have been prepared on
a going concern basis. -

Summary of significant accounting policies and key accounting estimates

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.
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Centrica Distributed Generation Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 l(c(')nt'inu'ed)

2__ Accounting policies (continued)

Revenue recognition

‘Revenue comprises the amount of consideration recelved or receivable for the sale of goods and provision of
services in the ordinary course of the Company’s activities. It is recognised to the extent that it is probable that
the Company will be able to collect consideration it will be entitled to in exchange for goods and/or services.
Revenue is recognised over time as the Company generates electricity and is measured ‘on the basis of power
supplied during the period.

Revenue is recognised ‘on an accruals basis and is shown net of sales/value added tax, returns, rebates and
discounts.

Finance income .

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest
. rate applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life
of the financial asset to that asset s net carrying value.

Finance costs

Interest expense is accrued on a time b351s by reference to the principal outstanding and at the effective interest
rate applicable. Where a specific finan¢ing arrangement is in place, the specific borrowing rate for that
arrangement is applied. For non-specific finarcing arrangements; a borrowing rate representative of the
weighted average borrowing rate is used. Financing costs not arising in connection with the acquisition,
construction or production of a qualifying asset are expensed. ‘

Cost of Sales
. Cost of sales .within power generatlon businesses mcludes the depreciation of assets included in generatmg
power, fuel purchase costs, direct labour costs and carbon emissions costs.

Exceptional items 4

Exceptional items are those items that, in the judgement of the Directors, need to be disclosed separately by
virtue of their nature, size or incidence. To ensure the business performance reflects the underlying results of the
Company, these exceptional items are disclosed separately in the income statement. Items which may be
considered exceptional in nature include disposals of businesses, business restructunngs significant” onerous
contract charges and asset write-downs/impairments. .

Foreign currencies
Transactions in foreign currencies are, on initial recognition, recorded in the functional currency of the
Company at the exchange rate ruling at the date of the transaction.

Monetary -assets and liabilities denominated in foreign currencies are retranslated into the functional currency of
the Company at the rates prevailing at the reporting date, and associated gains and losses are recognised in the
Income Statement for the year, except when deferred in other comprehensive income as qualifying cash flow
hedges and qualifying net investment hedges. Foreign exchange gains and losses that relate to borrowings and
cash and cash equivalents are presented in the Income Statement within ‘finance income’ or ‘finance costs’. All
-other foreign exchange gains and losses are presented in the Income Statement in the respective financial line
item to which they relate.

Changes in the fair value of foreign currency denominated monetary securities classified as available for sale are
analysed between translation differences resulting from changes in the amortised cost of the security and other
changes in the carrying amount of the security. Translation differences related to changes in amortised cost are
, recogmsed in proﬁt or loss, and other changes in carrymg amount are recognised in. other comprehensrve
income: - -
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Centrica Distributed Generation Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

2 Accounting policies (continued)-

- Non-monetary items that are measured at historical cost in a currency other than the functional curréncy of the
Company are translated using the exchange rate prevailing at the dates of the initial transaction and are not
retranslated. Non-monetary items measured at fair value in foreign currencies are retranslated at the rates -

_ prevailing at the date when the fair value was measured.

Taxation :

Current tax, including UK corporation tax, is provided at-amounts expected to be paid (or recovered) using the

tax rates and laws that have been enacted or substantively enacted by the reporting date. Tax is recognised in the
"Income Statement, except to the extent that it relates to items recognised in equity. In this case, the tax is

recognised in equity. :

Deferred tax is recogmsed in respect of all temporary dlfferences identified at the reporting date, except to the
extent that the deferred tax arises from the initial recognition of goodwill (if impairment of goodwill is not
deductible for tax purposes) or the initial recognition of an asset or liability in a transaction which is not a
business combination and at the time of the transaction affects neither accounting profit nor taxable profit and
loss. Temporary differences are differences between the carrying amount of the Company’s assets and liabilities
and their tax base.

Deferred tax is provided on temporary differences arising on investments in subsidiaries, joint ventures and
associates, except where the timing of the reversal of the temporary difference can be controlled and it is
probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets are recognised only to the extent that it is probable that the deductible temporary differences
will reverse in the future and there is sufficient taxable profit available against which the temporary dlfferences :
can be utilised. :

The amount of deferred tax provided is based on the expected, manner of realisation or settlement using tax rates
that have been enacted. or substantively enacted at the reporting date.

Intanglble assets
Intangible assets acquired separately are measured on initial recognition at cost. Intangible assets 1nc1ude
emissions trading schemes. .

Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and any
"accumulated impairment losses. The useful lives of intangible assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are amortised over their useful lives and are tested for impairment annually,
otherwise they are assessed for impairment whenever there is an indication that the intangible asset could be
impaired. The amortisation period and the amortisation method for an intangible asset are reviewed at each
financial year end. Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset are accounted for on a prospective basis by changmg the amortisation
period or method as appropriate, and treated as changes in accounting estimates.

v’

Intangible assets are derecognised on disposal, or when no future economic benefits are expected from their use.

UK Emlssmns Trading Scheme

Purchased carbon dioxide emissions allowances are recognised initially at cost (purchase price) within

intangible assets. The liability is measured at the cost of purchased allowances up to the level of purchased
- allowances held, and then at the market price of allowances ruling at the reporting date, with movements in the

liability recognised in cost of sales. The intangible asset is surrendered and the liability is extinguished at the

end of the compliance period to reflect the consumptlon of economic benefits.
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Centrica Dlstrlbuted Generatlon Limited

“Notes to the Fmanclal Statements for the Year Ended 31 December 2022 (contmued)

" 2 Accounting policies (continued)

Property, plant and equipment (‘PP&E )

PP&E is included in the Statement of Financial Posmon at cost, less accumulated depreciation and any
provisions for impairment. The initial cost of an asset comprises its purchase price or construction cost and any
_costs directly attributable to bringing the asset into operation. The purchase price or construction cost is the
aggregate amount paid and the fair value of any other consideration given. to acquire the asset. .

Subsequent expenditure in respect of items of PP&E, such as the replacement of major parts, major inspections
or overhauls, are capitalised as part-of the cost of the related asset where it is probable that future economic
benefits will arise 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, repairs and maintenance, is expensed as incurred.

‘Freehold land is not debreciated. Other PP&E, with the exception of upstream production assets (for which the
‘unit of production method’ is used), are depréciated on a straight-line basis at rates sufficient to write off the
cost, less estimated residual values, of individual assets over their estimated useful lives. :

Depreciation of PP&E -

The depreciation periods for the principal categories of assets are as follows:

Asset class - o , Depreclation method and rate
' Decommissioning asset . Straight line, up to 25 years

Power generation assets . ‘ ' Straight line, up to 25 years

Buildings : : : Straight line, up to 25 years

The carrying values of PP&E are tested annually for impairment and are rev1ewed for impairment when events
or changes in circumstances indicate that the carrying value may not be recoverable. Residual values and useful
lives are reassessed annually and if necessary changes are accounted for prospectively.

Inventories

Inventories are valued at the lower of cost mcurred in bringing each item to its present location and condition
and net realisable value. Provision is made where necessary for obsolete, slow-moving and defective
inventories. Cost is determined on an average cost basis.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, that can be measured reliably, and it is probable that the Company will be required to settle that
obligation. Provisions are measured at the best estimate of the expenditure required to settle the obligation at the
reporting date, and are discounted to present value where the effect is material. Where discounting is used, the
increase in the provision due to the passage of time is recogmsed in the Income Statement within interest
expense. ~

~

Decommissioning costs
Provision is made for the net present value of the estlmated cost of decommissioning power stations at the end
of their useful lives, based on price levels and technology at the reporting date.

When this provision relates to-an asset with sufficient future economic’ benefits, a decommissioning asset is
recognised and included as part of the associated PP&E and depreciated accordingly. Changes in these estimates
and changes to the discount rates are dealt with prospectively and reflected as an adjustmenit to the provision and
corresponding decommissioning asset included within PP&E. The unwinding of the discount on the provision is
included in the Income Statement within interest expense.
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Centrica Distributed Generation Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

‘2 Accounting policies (continued)'
Impairment -

The carrying amounts of the Company s non-financial assets other than investment. property, inventories and
deferred tax assets, are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated. For goodwill, and
intangible assets that have indefinite useful lives or that are not yet available for use, the recoverable amount is
estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit (‘CGU”) is the greater of its. value in use and its fair
value less costs of disposal. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually
are grouped together into the smallest group of assets that generates cash inflows from centinuing use that are
largely independent of the cash inflows of other assets or groups of assets (the CGU). The goodwill acquired in
a business combination, for the purpose of impairment testing, is allocated to CGUs.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognised in profit or loss. An impairment.loss in respect of
goodwill shall not be reversed in a subsequent period. In respect of other assets, impairment losses recognised in
prior periods are assessed at each reporting date for any indications that the loss has decreased or no longer
exists. An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. .

The Company provides for impairments of financial assets when there is objective evidence of impairment as a
result of events that impact the estimated future cash flows of the financial assets.

Financial assets and liabilities

Financial assets and financial liabilities are recognised in the Company’s Statement of Financial Position when
the Company becomes a party to the contractual provisions of the instrument. Financial assets are de-recognised
when the Company no longer has the rights to cash flows, the risks and rewards of ownership or control of the
asset. Financial liabilities are de-recognised when the obllgatlon under the liability is discharged, cancelled or
expires. :

- Trade and other receivables :

Trade receivables are initially recognised at fair value, which i$ usually the original invoice amount, and are
subsequently held at amortised cost using the effective interest method less an allowance for expected credit
losses

- Trade and other payables

Trade payables are initially recognised at fair value, which is usually the ongmal invoice amount and are
subsequently held at amortised cost using the effective interest method (although, in practice, the discount is
often immaterial). If payment is due within one year or less, payables are classified as current liabilities. If not,
they are presented as non-current liabilities.

- Share capital .

Ordinary shares are classified as equity. Equity mstruments are measured at the fair value of the cash or other
resources received or receivable. Incremental costs: directly attributable to the issue of new shares are shown in
equity as a deduction from the proceeds received. Own equity instruments that are re-acquired (treasury or own
shares) are deducted from equity. No gain or loss is recognised in the Company’s Income Statement on the
purchase, sale, issue or cancellation of the Company’s own equity instruments.
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Centrica Distributed Generation Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

2 Accounting policies (continued)

- Cash and cash equivalents :

Cash and cash equivalents comprise cash in hand and current ba]ances with banks and similar mst1tut10ns which
are readily convertible to known amounts of cash and which are subject to insignificant risk of changes in value
and have an original maturity of three months or less.

- Loans and other borrowings

All interest-bearing and interest-free loans and other borrowings are initially recognised at fair value net of
directly attributable transaction costs: After initial recognition, these financial instruments are measured at
amortised cost using the effective interest method, except when they are the hedged item in an effective fair
value hedge relationship where the carrying value is also adjusted to reflect the fair value movements associated
with the hedged risks. Such fair value movements are recognised in the Company’s Income Statement.
Amortised cost is calculated by taking into account any issue costs, discount or premium, when applicable.

3 Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company's accounting policies, which are described in note 2, the Directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that
are not readily apparent from other sources. The estimates and the associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these -
estimates. In the Directors' opinion there are no critical judgements, apart from those involving estimations
(which are dealt with separately below). .

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.

Decommissioning costs

The estimated cost of decommissioning of power stations is.reviewed periodically and is based on price levels
and technology at the reporting date. Provision is made for the estimated cost of decommissioning at the
. reporting date. The payment dates of total expected future decommissioning costs are uncertain and dependent
on the lives of the facilities. Details regarding the decommissioning provision can be found in note 17.

Impalrment of long-lived assets - :

The Company has material long-lived assets that are assessed or tested for indicators of 1mpa1rment at each
reporting date in accordance with the Company's accounting policy as disclosed in note 2. The Company makes

judgements and estimates in considering whether the carrying amounts of these assets or CGU's are recoverable.
The key operating assumptions are revenues (in particular, future capacity market energy and reserve prices),
gross margin and operating costs.

During the year an impairment review was camed out that resulted in £9,981,000 (2021: £nil) nnpamnent
charge from prior periods being reversed.
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Centrica Distributed Generation Limited
Notes to the Financial Svtate’r'nent's'v for the Year Ended 31 December 2022 (continued)
4 Revenue |

The analysis of the Company's revenue for the year from continuing operations is as follows: .
' ' " ‘ ' S 2022 - 2021

5 | : ' £000 © £000
Capacity market revenue . : A S 1,142 1,764
Energy market revenue B A 17,945 < 19,128

’ C 19087 20892

UK Capacnty Market :
The UK capacity market for power is de51gned to encourage investment in reliable capacity to secure future
supplies of electricity for the UK. To achieve this, it offers fixed monthly payments to generators who win

capacity market contracts in the auctions, funded by energy suppliers (in proportion to their share of the UK
electricity supply market). .

}

All revenue arose from activities in the United Kingdom.

5 Analysis of costs by >nature

2022 2021
Costof Operating Total Cost of Operating Total -

sales ‘costs costs sales costs costs

£000 . -£000 £000 ~ £000 - £000 £000
Employee costs . (528) - (528) . (722) - (722)
Depreciation - (693)  (281) 974) - (1,107) - (1,107)
Realised gains/(losses) - | 1 4 - .4
Recharges . .- - (1,902) (1,902) - (658) (658)
Facilities and property o . :
costs - 457 457) - (464) (464)
Contractor, consultancy ' C
and other professional g : 5
‘services - - 32 . (32 - 18) (18)
Other cost of sales® (13,859) . (13,859)  (13,733)° - . (13,733)
Other operating costs . 214) (214 - - -

i (15,080 2,885 17,965 15,558 (1,140 16,698
Total costs by nature ( ) ( ) ( ) ' ( ) ( ) ( )

(1) Other cost of sales is mamly transportation, dxstrlbutlon and metenng costs including fuel gas carbon tax and
UKA certificates. .
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Centrica Distributed Generation Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

6 Employee costs

The Company has no direct employees (2021: zero). However, central payroll costs amounting to £448,000
(2021: £573,000) were incurred through a recharge during the year in respect of an average of 6 (2021: 9) staff
providing services to the Company under an employee services agreement with a Group company. Also under
this agreement additional pension costs- of £80,000 (2021: £149 000) have been 1ncurred from the Group
company.

7 Exceptional items

The following éxceptional items were recognised in arriving at o'perativng profit/loss for the reporting year:

2022 ’ 2021
: . , £ 000 £000
Exceptional items - impairment of property, plant and equipment A -

reversal . 9,981 - : -

During the year the Company reversed ‘a prior impairment- of £9,981,000 (2021: £nil), due to the gas
reciprocating. energy reserve assets at Brigg having .a hlgher recoverable amount compared to when the
impairment was originally recognised.

8 Net finance income/cost

Finance ihcome ‘
2022 - 2021

£000 - £000

Interest income from amounts owed by Group undertakings 43 . -

Total finance income - 43 ' -

Finance cost

‘ 2022 ) 2021

_ £ 000 ) £000
Decommissioning provision notional interest )] -
Interest on amounts owed to Group undertakings L , - - (576)
Total finance costs . o 9) (576)
Net finance income/(cost) : 34 . (576)

oy . : 4

9 Directors' remuneration.

The Directors were remunerated as employees of Centrica plc Group and did not receive any remuneration,
from any source, for their services as Directors of the Company during the current or preceding financial year.
Accordingly, no details in respect of their emoluments have therefore been included in these financial
statements. -
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Centrica Distributed Generation Limited _

Notes to the Financial Sta_tements'for the Year Ended 31 December 2022 (continued)

10 Auditors' remuneration

“ Costs of £13,000 (2021:. £13 000) for the audit of the ﬁnancral statements were borne by other Group
companies. . .

11 Income tax . R _ ,

Tax credited/(charged) in the Income Statement

2022 2021
N £ 000 £000
Current taxation . . ) .
UK corporation tax at 19% (2021: 19%) ' - ‘ -
- Total current income tax - ‘ . . - -
Deferred taxation .
Origination and reversal of temporary dlﬁ'erences . (2,075) (258)
Changes in tax rates . . 655y - (114)
Adjustment in respect of prior period . o (173) 14
Total deferred taxation A - (2,903) (358)
Taxation on profit/(loss) . ' o : : (2,903)‘ (358)

The UK rate of corporation tax for the year ended 31 December 2022 was 19% (2021: 19%). The rate of
corporation tax has increased to 25% with effect from 1 April 2023. As at 31 December 2022 the deferred tax
balances included in these Financial Statements are based on the enacted rate of corporation tax having regard to
their reversal profiles. .

The differences between the. taxes shown above and the amounts calculated by applymg the standard rate of UK
corporation tax to the proﬁt before tax are reconciled below:’ .

2022 2021
_ £000 £ 000
Profit before tax o . o 11,137 3,618
Tax on proﬁt (loss) at standard UK corporatlon tax rate of 19% (2021
: 19%) ) ) (2,116) 687) .
‘Decrease in current tax from ad_]ustment for prior periods .amny " 14
(Increase)/decrease arising from group relief tax reconciliation . 34 411
Decrease from transfer pricing adjustments, ) ’ 7 18
Deferred tax charge relating to changes in tax rates or laws (655) (114)
Total tax charge . - ] (2,903) (358) -
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Céntrica Distributed Generatibn Limited

. Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

11 Income tax (continued)

Deferred tax

The movements in respect of the deferred income tax assets and liabilities that occurred during the financial year

are as follows:

Accelerated tax

depreciation Other items - Total
£000 £000 £000
-1 January 2022 . (1,201) 729 472)
(Chafged)/credited to the Income Statement (2,826) 96 (2,730)
Prior period adjustments (173) - (173)
31 December 2022 . (4,200) 825 (3,375)
‘Accelerated tax
depreciation -~ . Other items Total
£000 ' £000 £000
1 January 2021 (804) 690 (114)
Credited to the Income Statement . ) 411) 39 . (372)
Prior period adjustments - ' 14 - 14
31 December 2021 (1,201) 729

(472) -

The following is an analysis of the gross deferred tax balarices and associated offsetting balances for financial

reporting purposes:
2022 2021 :

Assets Liabilities Assets Liabilities
£000 £000 £ 000. £000

G'ross deferred tax balances .
crystallising after one year " _ 825 (4,200) 729 (1,201)

v

825 , *(4,200) 729 (1,201)
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Centrica Distributed Generation Limited

~ Notes to the Financ'i'zilSta'tementé for the Year Ended 31 December 2‘0“22' (continued). |

* 12" Property, plant and equipment

: A Power
Decommissioning generation
Land asset assets Total
£ 000 - £000 £000 £000
Cost L _ I :
At 1 January 2022 . . A 1,029 2,002 28,977 32,008
Additions : . - 374 . 145 519
At 31 December 2022 1,029 ° . 2,376 29,,122. - 32,527
Accumulated depreciation and impairment : : -
At ._Iahuary 2022 . - (549) (1,356) (14,069) .  (15,974)
Charge for the year - : . - 316) (659) 975)
" Impairment reversal - - C 9,981 9,981
At 31 December 2022 (49 . (1,672) (4,747)  (6,968)
Net book value.
At 31 December 2022 , 480 704 24,375 25,559
At 31 December 2021 A ‘ ' 480 646 14,908 16,034 .
13 _Inténgible assets
‘ o Emission
allowances » Total
- £000 - £000
_ Cost or valuation : o
Additions : - : 1,447 1,447
At 31 Decenber 2022 ' : L S 14T 1447
Amortisation . ‘ '
- Carrying amount
At 31 December 2022 ' : , 1,447 1,447

At 31 December 2021 - | ; L

In 2021 the Emission allowances were held as an intangible asset in another group company and the cost was
recharged when they were utilised. ' : :
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‘Centrica Distributed Generation Limited

Notes to the Financial Statements for the Year Ended 31 December 2022 (continued)

14 Trade and other receivablés

2022 o 2021
Current Current
: : , £ 000 £000
" Amounts owed by Group undertakings ' . - - 5,908
. AcCrued income : ‘ A A v 4,127 5,634 .
VAT : . : ; 2 .7
Other receivables P S - : . 457 - -

4,616 11,549

The amounts owed by Group undertakings have been presented on a net basis as there is a legal right of offset,
and the intent is to.settle amounts on a net basis. Included within the net amounts owed by Group undertakings
disclosed above is £nil (2021: £5,999,000) that bears interest at a quarterly rate determined by Group Treasury
and linked to the Group cost of funds. The quarterly rates ranged between 0.35 and 2.72% per annum during
2022 (2021: 3.61 and 4.23%). The other net amounts owed by Group undertakings are interest-free. All amounts
owed by Group undertakings are unsecured and repayable on demand.

"15 Inventories

2022 2021
. £000 £ 000
Strategic spares and consumables o o ) ) - 75

"There is no significant difference between the replacement cost of inventories and their carrying amounts.
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16 Trade and other payables L .
' 2022 . 2021

Current - Current

4 . £000° . £000

Trade payables : . T ’ 67) (60)
-Accrued expenses : S - _ : b (161) (295)
Amounts owed to Group undertakmgs - L (4,760) - (12,370)
UK ETS obligation - . (1,741) (1,470)
' (6,729) (14,195)

The amounts owed to Group undertakings have been-presented on a net basis as there is a legal rfght of offset,

and the intent is to settle amounts on a net basis. Included within the amounts owed to Group undertakings
disclosed above is £54,000 receivable (2021: £nil). that bears interest 4t a quarterly rate determined by Group - -
Treasury and linked to the. Group cost of -funds. The quarterly rates ranged between 0.35% and 2.72% per .
annum during 2022 (2021: 3.61% and 4.23%). The other net amounts owed to Group undertakmgs are
mterest—free All amounts owed to Group undertakmgs are unsecured and repayable on demand.

17 Provisions for other liabilities and charges

Decommlssmmng '

A ' £000

At 1 January 2022 o - : . . . ‘ 2,914

Revision to provision on existing assets . . : o _ 374
Accretion of interest . - B B 10 -
At 31 Decerber 2022 : : .' ‘ 3,298

Non-current liabilities o ' o o e 3,298 -

Decommissioning
The payment dates for the total expected decommissioning costs.are uncertain and are dependent on the lives of

- the facilities, but is currently expected to be incurred in 2043 for the reciprocating energy reserve facilities. For

‘the Roosecote power station assets- the Directors are reviewing potential. use of the site, and final
decommissioning will only commence once that review has concluded. Costs are currently provided for at our

- best estimate of the expected cost.
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18 Capiltal and reserves
- Allotted, called up and fully paid shares

2022 2021
No. £ " No. £

Ordiriary shares of £1‘each : ‘ 4 2 : 2 -2 2

The shares have attached to them full votmg, d1v1dend and capital dlstrlbutlon (including on wmdmg up) rights;
they do not confer any rights-of redemption. .

Retained earnmgs
The balance classified as retained eammgs includes the profits and losses realised by the Company in prevxous '
periods that were not distributed to the shareholders of the Company at the reportmg date.

Other equity :
Other equity represents the share-based payments reserve which reflects the obhgatxon to deliver shares to
employees under the existing share schemes in return for services provided to the Company.

19 Parent and ultimate parént undertaking o ' . -

The immediate pareht undertaking is GB Gas Holdings Limited, a company registered in England and Wales.

The ultimate parént undertaking is Centrica plc, a company registered in England and Wales, which is the only
company to include these financial statements in its consolidated financial statements. Copies of the Centrica plc
consolidated financial statements may be obtained from www.centrica.com.

The registered address of Centrica plc is Millstream, Maidgnhead Road, Windsor, Berkshire SL4 SGD.

20 Non ad]ustmg events after the ﬁnancnal perlod

2023 Impairment : ‘ ¢

Subsequent to the balance sheet date there has been a 51gn1ﬁcantly less volatlle commodity price environment
together with falling wholesale prices. In June 2023 this reduction represented an indicator of impairment and a
review of the carrying value of the operational gas reciprocating power generation asset was carried out. As a '
result, it was determined that the value in use was lower than the carrying amount of the asset and an

- impairment of £3,580,000 was recognised in the Income Statement. - :

Asset Purchase :

In February 2023 the Company entered into an asset purchase agreement to acquire a land lease -and
development - rights for a gas remprocatlng power generation project in Wales for a purchase price of
£1,480,000. .

Acquisition :

In September 2023, the Company entered into an agreement to acquire 100% of the share capital of EL (SLH
CM) Limited, a company incorporated in England and Wales, for headline consideration of £2,510,000. This
purchase was made to acquire capacity market contracts and grid connection rights at a site in Essex.
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