Registration number: 03141243

British Gas Services Limited

Annual Report and Financial Statements
for the Year Ended 31 December 2021

I

U

A10 16/06/2022 #84
COMPANIES HOUSE



British Gas Services Limited

Contents

Strategic Report

Directors' Report

Statement of Directors’ Responsibilities
Independent Auditor's Report

I;mcome Statement

Stdtement of Comprehensive Income
Statement of Financial Position
State;nent of Changes in Equity

Notes to the Financial Statements

Page(s)

1t08
9to 12
11
13to 16
17

18

19 to 20
21

22to 45



British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021

The Directors present their Strategic Report for British Gas Services Limited ('BGSL' or 'the Company') for the
year ended 31 December 2021.

Principal activity

The Company's principal activity is to introduce general insurance business to British Gas Insurance Limited
(BGIL") in the UK covering the breakdown of domestic boilers and central heating systems, plumbing and
drains, and electrical and gas appliances. It is authorised to carry out its regulated activities by the Financial
Conduct Authority ('FCA").

The Company also provides claims fulfilment and claims handling services to BGIL.

Section 172(1) statement

In promoting the success of the Company, the Directors must also consider the interests of stakeholders and the
other matters required by section 172(1) (a) to (f) of the Companies Act 2006 ('the Act’). This Section 172
statement describes how the Directors have considered wider stakeholders in their decision-making and the
principal decisions taken during the year. Whilst BGSL is an independent subsidiary of Centrica plc, BGSL’s
activity supports the wider strategy of British Gas and the Centrica Group (‘the Group'). Where appropriate, for
example in matters of long-term strategy, decision making is aligned with that of the parent company Board,
ensuring that BGSL stakeholders have been considered.

General confirmation of Directors’ duties

Directors are fully aware of and understand their statutory duties under the Act. The Board has a clear
framework for determining the matters within its remit and has approved Terms of Reference for the matters
delegated to its Committees. Day-to-day authority is delegated to executives, and the Directors engage with
management in setting, approving and overseeing the execution of the business strategy and related policies.
Board meetings are held regularly where the Directors consider the Company’s activities and make decisions,
supported by sub-committees covering risk, audit, remuneration and nomination matters. At Board meetings, the
Directors review financial and operational performance, business strategy, key risks, stakeholder-related
matters, governance, and legal and regulatory compliance. For example, the Company applies a conduct
framework to monitor how effectively it meets its obligations to customers and regulatory authorities. This is
done through the consideration and discussion of reports sent in advance of each Board meeting and through
presentations to the Board. When making decisions, each Director ensures that they act in the way they
consider, 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
The Directors understand BGSL’s business and the evolving environment in which it operates, including the
challenges of a highly competitive marketplace, regulatory intervention and climate change.

The Directors reflected on some of the decisions taken during 2021 that they believed would best promote the
Company’s long-term success for the benefit of its stakeholders as a whole and considered any decisions that
would continue to apply during 2022. For example, the Board had oversight of significant investments that
included recruitment to rebuild our direct labour and the development of core systems. The Directors also
recognise how different stakeholders view the business.

Further reference to operations and regulatory relationships is included in the ‘Review of the Business’ section
below.

(b) The interests of the Company’s employees

The Directors recognise that employees are fundamental to the future growth and success of the Company. That
success depends on looking after our employees, including applying the Group’s diversity policy and strategy to
promote an inclusive Company culture. The Board is also mindful that decisions and oversight often have to
balance the differing needs of stakeholders. :
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British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

During the Covid-19 pandemic, safety considerations for employees were paramount and included home
working capability and making only essential visits to customers’ homes. Following Government advice and
ensuring continued customer product value, the decisions taken by the Board were designed to protect the health
and safety of our employees and customers in the face of the global public health risk.

Following a long period of negotiations, in early 2021 the Company's service engineers commenced industrial
action in relation to changes to terms and conditions of employment. These changes, to simplify and modemise
the business, were essential so that we could become more flexible and competitive for our customers. The new
terms and conditions were applied on Ist April 2021, resulting in some engineers choosing to leave the
Company’s employment. The Board oversaw and reviewed actions led by the Group during the negotiations and
following the industrial action that concluded in April 2021.

(¢) The need to foster the Company s business relationships with suppliers, customers and others
The Directors recognise the benefits of engaging with a broad range of stakeholders, as developing and
delivering our strategy depends on building and maintaining constructive relationships with them all.

The Board’s decisions ensured that we prioritised vulnerable customers and those with emergencies during the
pandemic and industrial action.

Like many employers in the UK, we have experienced higher absence rates during the pandemic which along
with Industrial Action adversely impacted the company’s service levels.

Centrica Group supported customers in light of the pressure on household budgets due to the rising cost of
living. Further information can be found on page 8 of the Group’s Annual Report and Accounts 2021 and on the
Group’s website at centrica.com/fuelfund.

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

The Directors appreciate that collaboration with chanties and community groups helps to create stronger
communities and provides insights that enable the Board to understand BGSL’s impact on the community and
environment and the consequences of its decisions in the long term. For that reason, the Company has given
back to the community through the Trussell Trust in helping to meet the rapid rise in demand for foodbanks
throughout the pandemic. Furthermore, in consideration of the community and its customer-centric ethos, the
Company supported the implementation of payment holidays of up to three months for customers in financial
difficulty during the pandemic.

Further information about how the Centrica Group engages with communities and NGOs can be found on page
9 of the Group’s Annual Report and Accounts 2021.

(e) The desirability of the Company to maintain a reputation for high standards of business conduct

The Board follows Centrica Group’s 'Our Code' code of conduct when reviewing whistleblowing and conflicts
of interest and its fraud policies. All Group employees are subject to this code that sets out the high standards
and behaviours we expect from those that work for us or with us. In addition, our business strategy is
underpinned by a conduct risk framework that seeks to put the customer at the heart of decision making.
Together, these drive a clear commitment to continuous improvement in customer service levels, seeking to
solve more effectively and efficiently for our customers.

() The need to act fairly among members of the Company

After weighing up all relevant factors, the Directors consider which course of action best promotes the
company's long-term success, taking into consideration the impact on stakeholders. In doing so, the Directors
recognise that the priorities of some stakeholders and the Company may differ but will endeavour, as far as is
possible and appropriate, to balance the different needs of all stakeholders and treat them fairly.
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British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Culture
The Company’s culture is set by the Group and embedded in all we do. Further information on our culture can
be found on page 48 of the Group’s Annual Report and Accounts 2021 ('Group accounts').

Stakeholder engagement

Proactive engagement remains a central focus for the Group, which ensures the Directors have regard for the
matters set out in Section 172 (1) (a) to (f) of the Act. Further information on stakeholder engagement can be
found on pages 8 to 9 of the Group’s Annual Report and Accounts 2021. Engaging with stakeholders delivers
better outcomes for society and the business. It is fundamental to the Company's long term success.

Ukraine conflict and the energy crisis

The Company is a subsidiary of the Centrica group. As such Centrica group 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 impact from those two countries.
Furthermore, the Company has no investments in Russian entities or bonds. The Company is not expecting any
direct material impacts but will keep monitoring the position.

Review of the business
The Company’s financial performance for the year is described below.

Results and performance
The results of the Company are set out on pages 17 and 18.

Profit before income tax was £118.3m (2020: £112.6m) after exceptional items credit of £20.4m (2020: expense
of £104.4m), finance income of £53.3m (2020: £63.4m) and no other income (2020: £14.0m).

The exceptional credit in the income statement relates to the revaluation of the provision for restructuring
leading to a release in the year. Further information can be found in note 6.

Profit for the year after tax was £99.4m (2020: £92.8m) and total comprehensive income for the year was
£181.3m (2020: loss of £133.2m) after a net actuarial gain on defined benefit pension schemes of £81.9m (2020:
net actuarial loss of £226.0m).

Revenue decreased by 4.4% from £967.0m to £924.9m due to profit share commission received in 2021 being
significantly lower than in 2020.

The Profit share commission is based on the BGIL combined operating ratio ("COR"). The COR is the ratio of
claims incurred and operating expenses to premiums earned in BGIL. In 2021 COR was 2.9% higher than 2020
at 92.9%, reflecting colder weather than experienced in 2020 and resulting in increased boiler and central
heating claims frequencies. A change to the claim fulfilment basis on which BGIL pays BGSL gave a one-off
benefit to the 2020 BGIL profit. BGIL profit decreased in 2021 due to the deferral of non-essential visits from
2020 to 2021 as a result of reduced access to customers' homes during periods of lockdown. Service visit
fulfilment improved in 2021 as a result.

Under the terms of a contractual arrangement, profit share commission that is due to the Company is based on
the profitability of BGIL. In 2021 those profitability thresholds were met, and a commission of £3.1m was due
under the contract (2020: £70.0m). The significant decrease in profit commission reflects principally the
increased number of service visits completed, which increased the COR.

The financial position of the Company is presented in the Statement of Financial Position on pages 19 to 20.
Total equity at 31 December 2021 was £1,277.4m (2020: £1,098.4m).
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British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Key performance indicators ('KPIs'")
The Company’s key performance indicators are:

2021 2020
Policies in force at 31 December ('000) 7,646 7,910
Number of reportable customer complaints ('000) 339 174
Profit before taxation (£m) 118 " 113

Key performance indicators are monitored against plan and forecast throughout the year. In addition, the
business monitors on a regular basis a number of other operational metrics including service delivery and
customer standards.

Policies in force represent customer contracts, principally where the Company carries out insurance distribution
activities on behalf of BGIL. The number of policies in force decreased by 3.3% to 7,646,000 at 31 December
2021 (2020: 7,910,000) including additional warranty and home insurance contracts.

Complaint numbers increased significantly. Customer service levels were affected by longer lead times for
engineers to attend breakdowns during the year and increased levels of jobs needing to be rescheduled. This was
primarily caused by lower engineer availability due to Covid-19 related absence and industrial action. This was
compounded by increased breakdown workload and visits as covid lockdowns and restrictions eased.

Principal risks and uncertainties

Risk management

The Company has a robust risk management system in place to identify, measure, monitor, manage and report
on the risks to its business strategy and delivery of its objectives, as part of a 'three lines of defence' governance
model. This ensures appropriate segregation of risk ownership, oversight, and assurance responsibilities. The
three lines are as follows:

First line: the Company’s first line of defence is led by the Chief Executive Officer who is supported by the
senior leadership team. The first line teams are required to identify, assess, manage and report on the risk profile
on a current and forward-looking basis. Sound risk management tools, practices and knowledge facilitate
informed decision making in accordance with the Enterprise Risk Management Framework and in particular the
risk appetite.

Second line: the second line team protects and enables the business to achieve its objectives by providing advice
and oversight of risk taking and risk management, while developing and delivering the relevant tools and
methodologies to support business risk taking.

Third line: independent and objective assurance of the effectiveness of risk management and internal controls
through Internal Audit.

Risks are recorded in the Company’s risk register and rated in terms of impact on the business and probability of
occurrence. The risk review process includes identification of emerging risks and assessment of the
effectiveness of mitigation controls. Regular monitoring is carried out by the executive management team and
reported to the Risk Committee and Board.

The Company has in place an effective and proportionate risk committee governance structure and escalation
path which ensures that any material changes to the risk profile are identified on a timely basis and actioned as
appropriate. In particular, a Risk Committee is chaired by a non-executive Director which facilitates the formal
reporting and escalation of key matters that require the Board’s attention. The Committee reviews performance
in relation to financial, operational and conduct risk while the Board has responsibility for strategic matters
relating to conduct.

Risks with potential high impact are assessed to confirm the Company can respond effectively to adverse
scenarios. These are reviewed by management, the Risk Committee and the Board.
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British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

The principal risks to the Company are set out below:

Strategic risks

Management and the Board recognise that the Company operates in a competitive environment and changes in
external markets and the actions of competitors can impact future profitability and growth. Management
maintains robust business planning processes to respond to changes in the environment and the Board regularly
considers the appropriateness of Company strategy and objectives. The Risk Committee has a framework that
identifies emerging risks and key external and internal risks that could threaten the organisation’s business
model sustainability.

Operational risks
The following are the Company's principal operational risks:

Extreme weather and Climate Risk
The Bank of England has identified two key risks relating to climate change:

i. Physical risks such as extreme weather events

BGSL provides a number of services to customers where failure to deliver effectively may pose a risk to
business objectives with heightened exposure during extended periods of cold weather, when customer demand
is high. Such failure could also have regulatory and conduct implications.

BGSL has many years of experience in handling extremes of weather, and contingency arrangements are in
place with respect to operational risks arising from cold weather.

ii. Transition risks
A move to a greener economy which could lead to a large fall in asset values in some sectors, or a higher cost of
doing business.

There is a longer-term risk to the company's market, from a shift away from gas to other forms of heating such
as heat pumps. The Company expects to play a role in the transition to a low carbon economy and evaluation of
the risks and opportunities this present are reviewed by the Board as part of its strategy. This includes the
installation of electric vehicle charging points, heat pumps, and the ongoing assessment of the role hydrogen gas
could play in delivering the UK’s green objectives.

Business transformation
The Company has a dedicated transformation governance programme in place to mitigate risks associated with
implementing the Group's strategic review.

Cyber crime and Information Systems security

Cyber crime and the loss of customer data could have a potentially significant operational impact. We continue
to invest in better security controls, to detect and prevent the key threats against the organisation. This involves
identifying weaknesses in existing controls through in-depth testing and simulated cyber attacks, whilst
investing in new controls that can meet the evolving threat landscape. To complement this process, the
Company has focused on mitigating the human factors that contribute to successful cyber attacks through
increased cyber security training for all staff and the first group-wide phishing simulation programme.

As the Company's cyber security maturity improves, we are becoming more focused on cyber resilience, the
ability to withstand or recover from a cyber incident. This aligns to the regulatory direction for the industry,
with more emphasis on the preparations we make for handling a successful attack and its consequences, as the
regulators believe that a successful breach is inevitable and that organisations should plan for the consequences.
As a result, we are including cyber recovery planning as well as systems stability in the Operational Resilience
Programme that is underway, looking at specific breach scenarios and recovery strategies to deal with different
types of breaches. All technical incidents are monitored and treated through an internal incident management
programme and no material security breaches have been recorded.
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British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Availability of engineer workforce

In 2021 the Company actively recruited skilled and apprentice engineers increasing staffing levels. In
September, we also announced our commitment to take on 3,500 apprentices over the next ten years. These
apprentices will become more productive over time.

However, there is a broader issue of a lack of skilled engineer workforce in the UK impacting recruitment which
is why our training academies are so important.

The Company seeks to maintain an effective relationship with trade unions during pensions and pay negotiations
to mitigate the risk of industrial action.

Coronavirus (Covid-19)

Since the Board approved the three-year plan, the UK has opened up from the Covid lockdowns of the last two
years. The government has set out its "living with Covid plan" to return to normality, with final restrictions
ending on | April 2022. We have been following relevant advice from the government and we continue to focus
on looking after the health and safety of our employees and our customers.

The Company’s operational resilience is supported by Centrica’s Global Crisis Management team, which is
operating a Pandemic Management Framework supported by existing business continuity plans. The Company’s
executive team meets frequently to review response plans and assess the latest government policy and guidance.
There is also regular engagement with the BGSL Board as well as industry regulators. While the situation is
continually evolving, risks are being monitored and the business remains focused on ensuring continuity of
service while supporting customers and employees.

Regulatory and Conduct risks

The Company is subject to applicable UK laws and regulations and is also regulated by the FCA in relation to
the sale of insurance products and other distribution activities. Failure to comply with legal and regulatory
obligations would expose the Company to potential fines, enforcement action and reputational damage.

The Company has established clear business principles and supporting systems, processes, reporting and
oversight activities to ensure that legal and regulatory obligations are met. In addition, the Company strives to
maintain a positive and open relationship with the FCA and participates in responses to requests for information
addressed to the insurance intermediary sector.

Management of conduct matters is carried out through an executive level monthly committee, supported by a
suite of directorate and subject matter sub-forums at which management review conduct risk performance and
outlook against risk appetite using a range of agreed metrics. Oversight of conduct by the Board is carried out
through the Board Risk Committee, while the Management Conduct and Risk Committee operates at the
executive management level

Pensions risk

Centrica and the Company continue to monitor the Group's pension liabilities on an ongoing basis, including
assessing various scenarios that may arise and their potential implications for the business. The most recent
actuarial valuation at 31 March 2018 was finalised with the Pension Trustees which reported a technical
provisions' deficit. A full actuarial valuation as at 31 March 2021 is currently being undertaken due to conclude
in the first half of 2022. The Company made a funding contribution of £48.8m towards this deficit in 2021
(2020: £48.5m). Defined benefit pension schemes had a net IAS 19 surplus of £342.9m at 31 December 2021
(2020: £52.5m).
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British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Financial risk management
The Company carries out a variety of risk monitoring and risk mitigation activities including an evaluation of
exposure to financial risks:

Price risk
The Company receives contractually agreed amounts for claims fulfilment and handling in respect of insurance
products. These contractual arrangements reduce the volatility of these sources of income.

Counterparty default and credit risk

"Exposure to counterparty risk relates principally to balances receivable from other Group companies including a
contractual right to offset premiums payable to BGIL against commission, claims fulfilment and claims
handling receivables which mitigates the risk.

Liquidity risk

BGSL has substantial balances receivable from other Group undertakings, all repayable on demand. In
connection with costs incurred on fulfilling and handling claims and providing other support services to BGIL,
contractual arrangements between the two companies include reimbursement within one month.

Interest rate risk

BGSL has interest-bearing assets in the form of amounts owed by Group undertakings that earn interest rates
determined by Centrica treasury that are linked to the Group cost of funds. Asset carrying values are not
susceptible to changes in market rates of interest. The Company has no interest-bearing liabilities.

Cash flow risk

Cash inflows and outflows are managed through the bank pooling facilities operated by Centrica and are used to
meet the Company's day-to-day cash requirements. Centrica plc is the Company's ultimate parent undertaking
and has confirmed its intention to provide support to the Company to enable it to meet its liabilities as they fall
due. :

Currency risk

The Company only conducts business in the UK and all revenues and costs are denominated in sterling. All
. assets and liabilities have an underlying sterling currency base. Consequently, the Company has no exposure to

fluctuations in foreign currency rates of exchange.

Inflation risk

The Company continues to monitor the potential impacts of increases in inflation. This has a potential impact on
labour costs and materials. Although our purchasing arrangements provide some protections on parts' costs, we
would expect to see inflationary impacts as these renew. '
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British Gas Services Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Future developments

Following recent Centrica group wide restructuring initiatives, BGSL is well positioned to compete and deliver
for customers. The Company will place increasing emphasis on developing and delivering new products and
services for customers and look for growth in a complex world. BGSL will continue to concentrate on: high
standards of safety, compliance, and.conduct; customer satisfaction and operational excellence; cost efficiency
and simplification; investment in our people.

The Company is committed to the linked goals of customer service and shareholder value. Innovation is key to
our marketing efforts. Applying our skills and service networks to meet the growing consumer demand for
energy-efficient technology remains at the heart of our ambitions.

Approved by the Board on 13 June 2022 and signed on its behalf by:

{4/? - Ruth Odih

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

Company registered in England and Wales, No. 03141243

Registered office:
Millstream
Maidenhead Road
Windsor
Berkshire
SL4 5GD

United Kingdom
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British Gas Services Limited

Directors' Report for the Year Ended 31 December 2021

The Directors present their report and the audited financial statements for the year ended 31 December 2021.

Directors of the Company
The Directors who held office during the year and up to the date of signing the financial statements were:

A H Bowe (Non-Executive)

S D Phillips (Chief Financial Officer; appointed 16 Dec 2021)
R A Phipps (Non-Executive Chairman)

S Ruparelia (Non-Executive; appointed 15 Oct 2021)

S R Vann (Non-Executive)

M J Bateman (resigned 31 Jan 2022)

E M Catchpole (resigned 31 May 2021)
D J Hindley (resigned 30 Sep 2021)

C L McLeod (resigned 16 Dec 2021)

Corporate governance

Wates Principles

The Wates Principles are a set of corporate governance principles providing a high-level, flexible governance
code for companies that meet certain criteria and BGSL falls into this category. There are six short-form
principles and associated guidance that the Company fully supports. BGSL has taken the exemption from
Streamlined Energy and Carbon Reporting (‘SECR’) disclosures as these have been disclosed in the Centrica plc
group accounts, on page 35.

Purpose and leadership principle

BGSL has a well-developed and defined purpose as described in principal activities on page 1; the Board leads
this. The Board also ensures its values and culture align with that purpose, such as employment practices, risk
management and compliance functions, and a clear strategy to generate long-term sustainable value.

Board composition principle
BGSL Board has a balance of executives and independent non-executives and delegates functions to
committees, each with an effective chair with a balance of skills, background, experience and knowledge.

Director responsibilities principle

BGSL directors adhere to the corporate governance practices established and maintained, providing clear lines
of accountability and responsibility to support effective decision-making, along with Committees with clear
terms considering matters such as financial reporting, risk, succession and remuneration. Directors have
established internal processes to ensure systems and controls operate effectively, such as KPIs, workforce data,
consumer data and board papers. The Directors:

+ provide leadership of the common regulated business;

» operate within a framework of prudent and effective risk management and controls;

* set a strategy and risk appetite for itself, within the agreed appetite and policies of Centrica plc;

« ensure the direction and performance of the businesses operate within that strategy and risk appetite; and
+ ensure it is managed competently and in accordance with legal and regulatory expectations.

Opportunity and risk principle .

BGSL manages this principle through appropriate risk management systems, defined roles and responsibilities,
and identified principal risks and regular reporting. The BGSL Board also considers and assesses how the
company creates and preserves value over the long term.
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British Gas Services Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Remuneration.principle

BGSL applies appropriate remuneration levels to secure and retain high-quality directors, senior management
and the workforce. Group policies on remuneration structures take into account the pay and conditions of the
wider workforce and matters such as the gender pay gap. BGSL Board has delegated a committee to oversee
remuneration for directors and senior managers.

Stakeholder relationships and engagement principle

The BGSL Board considers how the company’s activities impact both current and future stakeholders. BGSL
Board seeks to understand and collaborate with stakeholders to grow the business for customers and society
over the long term and uses formal and informal channels to engage with stakeholders.

The Company has applied the principles and been fully compliant throughout the year.

Results and dividends
The results of the Company are set out on page 17. The profit for the financial year ended 31 December 2021 is
£99.4m (2020: £92.8m).

The Company did not pay an interim dividend during the year (2020: £nil) and the Directors do not recommend
the payment of a final dividend (2020: £nil). '

Objectives and policies

BGSL is the UK's largest domestic central heating and gas appliance service company and is authorised and
regulated by the FCA to carry out insurance distribution activities. In 2021, the Company continued to carry out
activities only in the UK, primarily in the private residential sector.

The Company is subject to a number of policies applied by Centrica across the Group, including business
principles, good repute and health and safety. Other policies are designed to meet the Company’s specific
requirements, including those in relation to marketing and customer communications, dividends and capital
management.

Research and development
During 2021, the Company continued to develop business software to further improve its interactions with
customers.

Going concern

The Board has approved a three-year operating plan that shows the Company's profitability and success in the
long term. As such 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.

The Directors also recognise the importance to the Company of its relationship with BGIL. They are satisfied
that the additional stress tests carried out by BGIL on the impact of Covid-19 provide assurance it will continue
as a going concern and will meet its regulatory solvency capital obligations with adequate liquidity.

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 full Centrica Group results were released on 24th February 2022, these demonstrated a resilient financial
performance despite a difficult energy supply situation, increases in wholesale gas price, and the ongoing
challenges caused by the pandemic.

Colleagues

The disclosures relating to the costs and number of employees in note 5 include all Group employees who carry
out work for the Company. Not all of these employees have service contracts with BGSL but may have
contracts of service with other Group companies. The Directors believe that the disclosures given on this basis
are the fairest representation of the cost and number of people working for the Company. During 2021, the
average employee headcount was 7,837 all working in the UK (2020: 8,404).
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British Gas Services Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Management strives to make the Company a rewarding place in which to work and has continued to focus on
skills development and colleague engagement. Continuous learning and development is essential to ensure
colleagues have the opportunity to fulfil their potential, have the skills to support business growth and
implement Group strategy. At the end of 2020, we committed to recruiting engineering apprentices over the next
two years, with an ambition that 50 percent are women.

The Company fosters an inclusive and diverse workplace and is committed to equal opportunity. Discrimination
against any group is not tolerated. Full and fair consideration is given to applications for employment made by
disabled people. If an employee becomes disabled, appropriate support, retraining, equipment and facilities are
offered wherever possible to help them stay with the Company. In addition, policies are in place to help ensure
there are fair promotion opportunities for disabled employees. The Group's employee networks for carers,
women, disability, ethnicity, veterans and LGBT+, provide a body the Group can engage with to help ensure
people can thrive.

Safety is another of the Group’s core priorities, continuing to build on its safety culture through strong
leadership and on-going programmes to raise awareness and reinforce a positive and proactive safety culture.
Safety metrics are reported regularly to senior management and there is a continued focus on improvement.

The Company’s business principles and policies set out standards of behaviour expected of its employees in
conducting business in an ethical way. The Group to which BGSL belongs encourages employee share
ownership by operating tax authority-approved share schemes open to all eligible employees, including
executive directors.

In response to the UK’s Modern Slavery Act 2015, the Group has put in place a detailed action plan to monitor
and reduce the risk of forced or compulsory labour in the business and supply chain through initiatives such as
training and on-the-ground ethical site inspections.

Colleague engagement

The Group’s Board acknowledges that colleague engagement is critical to our success. Beyond navigating the
Covid-19 crisis, our focus as a Company has been to simplify and modernise how we work and to restore
shareholder value. The changes have been difficult for our colleagues and as a result, colleague engagement is
not where we would like it to be and will only change with improvements in our culture. The culture the
Company wants to continue to foster is one where everyone has a voice, is based on merit and where colleagues
feel empowered and able to succeed.

Further information on colleague engagement can be found on page 2 of these accounts and page 59 of the
Group’s Annual Report and Accounts 2021.

Centrica seeks to create an environment where each employee can reach their full potential and be at their best,
and we can retain and develop the best talent to continue to deliver for our stakeholders. Our investment in
people insight, like increasing people surveys from annually to quarterly, is enabling the Directors to make
better people decisions more quickly.

The Company remains committed to employee involvement throughout the business. Employees are kept well
informed of the performance and strategy of the Group through personal briefings, regular meetings, email and
broadcasts at key points in the year.

Directors' and officers' liability

Directors’ and officers’ liability insurance 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.

Events after the reporting period
Information relating to events after the reporting period is detailed in note 25 of the financial statements.

Statement of Directors' Responsibilities
The Directors are responsible for preparing the Strategic Report, Directors’ Report and the financial statements
in accordance with applicable UK law and regulations.
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British Gas Services Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

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 Directors 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.

Disclosure of information to auditors

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
given and should be interpreted in accordance with the provisions of section 418 of the Companies Act 2006.

Reappointment of auditor
The external auditor has confirmed their independence as auditor of the Company.

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and Deloitte
LLP will therefore continue in office.

The Directors’ report was approved by the Board on 13 June 2022 and signed on its behalf by:

i:ig&(?? . Ruth Odih

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

Company registered in England and Wales, No. 03141243
Registered office:

Millstream

Maidenhead Road

Windsor

Berkshire

SL4 5GD

United Kingdom
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British Gas Services Limited
Independent Auditor's Report to the Members of British Gas Services Limited

Report on the audit of the financial statements
Opinion
In our opinion the financial statements of British Gas Services Limited (the 'Company'):

» give a true and fair view of the state of the Company s affairs as at 31 December 2021 and of its profit for the
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 requirements 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 25.

The financial reporting framework that has been applied in their preparation is applicable law and United
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 Auditing (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.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Our evaluation of the Directors’ assessment of the Company’s ability to continue to adopt the going concern
basis of accounting included:

* Obtained and reviewed the Letter of Support for the Company provided by the ultimate parent company
stating Centrica plc will cover all liabilities as they fall due for the 19 months following 9 March 2022;

 evaluating management’s going concern assessment; this included obtaining the underlying business plans
and forecasts to support the key assumptions such as pricing and claims rates;

+ obtaining and inspecting correspondence between the Company and its regulators, the Financial Conduct
Authority, as well to identify any items of interest which could potentially indicate either non-compliance
with legislation or potential litigation or regulatory action held against the Company; and

« assessing the appropriateness of the going concern disclosure.

Page 13



British Gas Services Limited

Independent Auditor's Report to the Members of British Gas Services Limited
(continued)

Based on the work we have performed, we have not identified 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 information included in the annual report, other than the financial
statements and our auditor’s report thereon. The Directors are responsible 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.

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 matenal
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Directors

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 the Company or to cease operations,
or have no realistic alternative but to do so.

Auditor’s responsibilities 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 are considered material if, individually or in the 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 detecting irregularities, including fraud is
detailed below.

We considered the nature of the Company’s industry and its control environment, and reviewed the Company's
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We
also enquired of management about their own identification and assessment of the risks of irregularities.
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British Gas Services Limited

Independent Auditor's Report to the Members of Brltlsh Gas Services Limited
(continued)

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, pensions legislation, tax legislation; and

» do not have a direct effect on the financial statements but compliance with which may be fundamental to the
Company’s ability to operate or to avoid a material penalty. These included regulatory capital requirements
and the wider regulations of the Financial Conduct Authority.

We discussed among the audit engagement team, IT and pensions actuarial specialists regarding the
opportunities and incentives that may exist within the organisation for fraud and how and where fraud might
occur in the financial statements.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to
the 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 potential litigation and claims,
and instances of non-compliance with laws and regulations; and

* reading minutes of meetings of those charged with govermnance, reviewing internal audit reports and
reviewing correspondence with the Financial Conduct Authority.

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 statements are prepared is consistent with the financial statements; and

* the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the Strategic Report or the Directors’ Report.

Matters on which we are required to report by exception
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 with the accounting records and returns; or
 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 nothing to report in respect of these matters.
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British Gas Services Limited

Independent:-Auditor's Report to the Members of British Gas Services Limited
(continued)

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.

David Rush, ACA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor '

London

United Kingdom

13 June 2022
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British Gas Services Limited

Income Statement for the Year Ended 31 December 2021

2021 2020

Note £'000 £'000

Revenue 3 924,876 - 966,955
Cost of sales 4 (589,520) (554,328)
Gross profit 335,356 412,627
Operating costs 4 (290,723) (273,066)
Exceptional items 6 20,405 (104,394)
Other income A 7 - 14,005
Operating profit 65,038 49,172
Net finance income 8 53,264 63,418
Profit before taxation » 118,302 112,590
Taxation on profit ‘ 10 (18,916) (19,821)
Profit for the year . 99,386 92,769

The above results were derived from continuing operations.

The notes on pages 22 to 45 form an integral part of these financial statements.
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British Gas Services Limited

Statement of Comprehensive Income for the Year Ended 31 December 2021

2021 2020

Note £'000 £'000

Profit for the year 99,386 92,769
Items that will not be reclassified to the Income Statement v

Net actuarial gain/(loss) on defined benefit pension schemes 19 123,973 . (297,538)

Current tax on items taken to OCI 10 9,272 -

Deferred tax on items taken to OCI 10 (51,314) 71,572

Other comprehensive income/(expense) 81,931 (225,966)

Total comprehensive income/(expense) for the year 181,317 (133,197)

The notes on pages 22 to 45 form an integral part of these financial statements.
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British Gas Services Limited

Statement of Financial Position as at 31 December 2021

Non-current assets

Property, plant and equipment

Intangible assets
Investments in subsidiaries
Trade and other receivables
Retirement benefit assets

Current assets

Trade and other receivables
Inventories

Cash and cash equivalents

Total assets

Current liabilities
Trade and other payables
Current tax liabilities

Provisions for other liabilities and charges

Lease liabilities

Non-current liabilities
Deferred tax liabilities

Provisions for other liabilities and charges

Lease liabilities

Net assets

The notes on pages 22 to 45 form an integral part of these financial statements.
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Note .

11
12
13
14
19

14
15

16

18
17

10
18
17

2021 2020
£'000 £'000
58,112 56,084
67,285 62,349
150 150

1,296 1,670
342,881 52,492
469,724 172,745
605,229 652,319
32,845 40,343
452,544 453,722
1,090,618 1,146,384
1,560,342 1,319,129
(143,439) (145,932)
(3,872) (3,872)
(16,510) (24,118)
(15,848) (18,424)
(179,669) (192,346)
(66,047) (4,679)
(9,866) (4,881)
(27,333) (18,816)
(103,246) (28,376)
1,277,427 1,098,407




British Gas Services Limited

Statement of Financial Position as at.31 December 2021 (continued)

2021 2020

Note £'000 £'000
Equity (
Share capital ' 20 5,000 5,000
Share premium 20 700,000 700,000
Retained earnings 1,285,185 1,185,799
Other reserves 55,410 57,707
Actuarial gains and losses reserve (768,168) (850,099)
Total equity ‘ 1,277,427 1,098,407,

The financial statements on pages 17 to 45 were approved and authorised for issue by the Board of Directors on
13 June 2022 and signed on its behalf by:

S D Phillips (Chief Financial Officer)
Director

Company number 03141243

The notes on pages 22 to 45 form an integral part of these financial statements.
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British Gas Services Limited

Statement of Changes in Equity for the Year Ended 31 December 2021

At 1 January 2021
Profit for the year
Other comprehensive income

Total comprehensive income

Equity settled share based payments
Exercise of awards

Deferred tax on share based payments

At 31 December 2021

* At ] January 2020
Profit for the year
Other comprehensive expense

Total comprehensive income/(expense)

Equity settled share based payments
Exercise of awards :

Deferred tax on share based payments

At 31 December 2020

. Retained Actuarial
Share capital Share premium earnings reserve  Other reserves Total equity
£'000 £'000 £'000 £'000 £'000 £'000
5,000 700,000 1,185,799 (850,099) 57,707 1,098,407
- - 99,386 - - 99,386
- - - 81,931 - 81,931
- - 99,386 81,931 - 181,317
- - - - 2,697 2,697
- - - - (5,246) (5,246)
- - - - 252 252
5,000 700,000 1,285,185 (768,168) 55,410 1,277,427
. Retained Actuarial -
Share capital Share premium earnings reserve  Other reserves Total equity
£'000 £'000 £'000 £'000 £'000 £'000
5,000 700,000 1,093,030 (624,133) 63,140 1,237,037
- - 92,769 - - 92,769
- - - (225,966) - (225,966)
- - 92,769 (225,966) - (133,197)
- - - - 3,753 3,753
- - - - (9,190) (9,190)
- - - - 4 4
5,000 700,000 1,185,799 (850,099) 57,707 1,098,407

The notes on pages 22 to 45 form an integral part of these financial statements.
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British Gas Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2021

1 General information

British Gas Services Limited (the 'Company') is a private company limited by shares, incorporated and
domiciled in the United Kingdom and registered 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 operations and its principal activities are set out in the Strategic Report on pages 1
to 8.

2 Accounting policies

Basis of preparation )

The Company financial statements have been prepared in accordance with Financial 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 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 to accounting policies
From 1 January 2021, the following standards and amendments are effective in the Company’s financial
statements:

* Amendments to IFRS 17 and IFRS 4: 'Insurance Contracts' - deferral of IFRS 9;

+ Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benéhmark Reform - Phase 2
None of these changes or amendments had any matenial impact on the Company’s financial statements.
Standards and amendments that are issued but not yet applied by the Company

» [IFRS 17: ‘Insurance contracts’, effective from 1 January 2023;

* Amendments to IAS 37: ‘Provisions, Contingent Liabilities and Contingent Assets', effective from 1 January
2022;

* Amendments to IAS 1: ‘Presentation of Financial Statements’, effective from 1 January 2023;
* Annual Improvements to IFRS 2018-2020, effective from 1 January 2022;

+ Amendments to IAS 8: 'Accounting policies, Changes in Accounting Estimates and Errors', effective from 1
January 2023;

+  Amendments to IAS 12: Tncome taxes', effective from 1 January 2023; and
* Amendments to [AS 16: 'Property, Plant and Equipment’; effective from 1 January 2022.
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British Gas Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Summary of disclosure exemptions
In these financial statements, as a qualifying entity the Company has applied 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 new 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 beginning and at the end of the year
for share capital,

* disclosures in respect of related party transactions with wholly-owned subsidiaries in a group;
= disclosures in respect of the compensation of key management personnel;

» disclosures in respect of capital management; and

+ disclosures in respect of share-based transactions.

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 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 instruments which are held at fair value.

Exemption from preparing group accounts

The financial statements contain information about the Company 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
Companies Act 2006 from the requirement to prepare consolidated financial statements as it and its subsidiary
undertakings are included by full consolidation in the consolidated financial statements of. its ultimate
controlling company, Centrica plc.

Going concern

The Board has approved a three-year operating plan that shows the Company's profitability and success in the
long term. As such 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.

The Directors also recognise the importance to the Company of its relationship with BGIL. They are satisfied
that the additional stress tests carried out by BGIL on the impact of Covid-19 provide assurance it will continue
as a going concern and will meet its regulatory solvency capital obligations with adequate liquidity.

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 full Centrica Group results were released on 24th February 2022, these demonstrated a resilient financial
performance despite a difficult energy supply situation, increases in wholesale gas price, and the ongoing
challenges caused by the pandemic. :
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British Gas Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Measurement convention
The financial statements have been prepared on the historical cost basis except for:

* investments in subsidiaries that have been recognised at deemed cost on transition to FRS 101, available for
sale financial assets, financial instruments designated at fair value through profit or loss on initial recognition
and the Company’s share of the assets of the Group’s defined benefit pension schemes that have been
measured at fair values;

» the Company’s share of the liabilities of the Group’s defined benefit pension schemes that have been
measured using the projected unit credit valuation method.

The financial statements are presented in pounds sterling (with all values rounded to the nearest thousand
pounds (£'000) except when otherwise indicated), which is also the functional currency of the Company.
Operations and transactions conducted in currencies other than the functional currency are translated in
accordance with the policy on foreign currency transactions on page 26.

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.

Revenue recognition

Revenue includes fixed fee income from fulfilling and handling claims on behalf of BGIL. The fixed fees are
agreed in advance by both parties for each type of claim fulfilled and handled and revenue is recognised when
the services have been fully provided.

The Company has four performance obligations in its contract with BGIL:

+ Distribution placement activities relating to the initial set-up of an insurance contract: delivered at a point in
time as contracts are established.

¢ Distribution post-placement and other support and management services: including ongoing delivery of
infrastructure, receipts collection, complaints handling, head office activities, delivered over the duration of
the contract.

» Claims handling service: delivered at a point in time as claims arise.
* Claims fulfilment service: delivered at a point in time as claims arise.

Commission is earned net of discounts and allowances and is recognised as revenue to match the incidence of
costs to provide the services which are incurred over the life of the insurance contracts. Commission is repaid on
a pro-rated basis if a customer cancels a contract mid-term.

Revenue from profit commission is recognised in the period in which it is earned.

Amounts paid by customers in advance of service provision are treated as deferred income, with any amount in
arrears recognised as accrued income. For one-off services, such as on-demand activities, revenue is recognised
at the date of service provision.
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British Gas Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

Government Grant Accounting

Government grants are transfers of resources to the Company in return for past or future compliance with certain
conditions relating to the operating activities of the entity. Government assistance is designed to provide an
economic benefit that is specific to an entity qualifying under certain criteria. The Company recognises
government grants only when there is reasonable assurance that the Company will comply with the conditions
attached to them and the grant will be received. Government grants are recognised in profit and loss on a
systematic basis over the periods in which the Company recognises as expenses the related costs for which the
grants are intended to compensate. Government grants related to assets are deducted from the carrying amount
of the asset. Government grants received in advance of the Company meeting the criteria for recognition in the
'Income Statement' are deferred and presented within 'Trade and other payables’.

Cost of Sales
Cost of sales relating to fixed-fee service and insurance contracts includes direct and contract labour, materials
consumed and related overheads on installation work, repairs and service contracts in the year.

Employee share schemes

The Centrica plc group, to which the Company belongs, has a number of employee share schemes under which
it makes equity-settled share-based payments to certain employees. Equity-settled share-based payments are
measured at fair value at the date of grant (excluding the effect of non-market-based vesting conditions). The
fair value determined at the grant date is expensed on a straight-line basis in the Income Statement together with
a corresponding increase in equity over the vesting period, based on Centrica plc group's estimate of the number
of awards that will vest, and adjusted for the effect of non-market-based vesting conditions.

Details of the different schemes, including how fair value is measured for each scheme, that the Company
participates in are provided in note 21.

When the options are exercised the Company is recharged the option’s original fair value as of the grant date
from Centrica plc. This recharge is treated as a deduction from equity.

Leases

Definition of a lease

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or
contains, a lease, if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. To assess whether a contract conveys the right to control the use of an identified
asset, the Company assesses whether:

» the contract involves the use of an identified asset;

« the Company has the right to obtain substantially all the economic benefits from use of the asset throughout the
period of use; and

+ the Company has the right to direct the use of the asset.

As a lessee

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted
for any lease payments made at or before the commencement date, ptus any initial direct costs incurred and an
estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on
which it is located, less any lease incentives received. The right-of-use asset is subsequently depreciated using
the straight-line method from the commencement date to the earlier of the end of the useful life of the
right-of-use asset or the end of the lease term. The estimated useful lives of right-of-use assets are determined on
the same basis as those of property and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain re-measurements of the lease liability.
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British Gas Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounting using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company's incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise: fixed payments (including
in-substance fixed payments) and amounts expected to be payable under a residual value guarantee although the
Company does not expect to exercise the payment option.

The lease liability is subsequently measured at amortised cost using the effective interest method. It is
re-measured when there is a change in future lease payments arising from a change in an index or rate, or if
there is a change in the Company's estimate of the amount expected to be payable under a residual value
guarantee. When the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use of asset or is recorded in profit or loss if the carrying amount of the
right-of-use asset has been reduced to zero.

The Company recognises the lease payments associated with short-term leases (leases expiring within twelve
months from commencement) and leases of low value assets (underlying asset value less than £5,000) on a
straight-line basis over the lease term.

Exceptional items

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 restructurings, 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.

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 recognised in respect of all temporary differences 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 differences
can be utilised.
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British Gas Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

2 Accounting policies (continued)

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.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Intangible assets include
contractual customer relationships, brands, application software, emissions trading schemes, renewable
obligation certificates, and certain exploration and evaluation expenditures, the accounting policies for which
are dealt with separately below. For purchased application software, for example investments in customer
relationship management and billing systems, cost includes contractors’ charges, materials, directly attributable
labour and directly attributable overheads.

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 changing the amortisation
period or method, as appropriate, and treated as changes in accounting estimates.

Capitalisation begins when expenditure for the asset is being incurred and activities necessary to prepare the
asset for use are in progress. Capitalisation ceases when substantially all the activities that are necessary to
prepare the asset for use are complete. Amortisation commences at the point of commercial deployment. The
cost of intangible assets acquired in a business combination is their fair value as at the date of acquisition.

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

Intangible assets are subject to amortisation so as to write off the cost, less any estimated residual value, over
their expected useful economic life as follows:

Asset class Amortisation method and rate

Application software Straight line, up to 15 years

Cloud computing arrangements

The Company benefits from services received under Cloud Computing Arrangements. These contracts permit
the Company to access vendor-hosted software and platform services over the term of the arrangement. The
Company does not control the underlying assets in these arrangements and costs are expensed as incurred. The
Company also incurs implementation costs in respect of these contracts. Implementation costs are capitalised as
intangible assets where costs meet the definition and recognition criteria of an intangible asset under IAS 38.
Such costs typically relate to software coding which is capable of providing benefits to the Group on a
standalone basis. Other implementation costs, primarily relating to the configuration and customisation of the
cloud software solution, are assessed to determine whether the implementation activity relating to these costs is
distinct from the Cloud Arrangement, in which case costs are expensed as the activity occurs. If the
configuration and customisation costs relate to an activity that is integral to the Cloud Arrangement such that the
activity is received over the term of the Cloud Arrangement, costs are recognised as a prepayment and expensed
over the term of the Cloud Arrangement.

Property, plant and equipment (‘PP&E’)

PP&E is included in the Statement of Financial Position 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.
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2 Accounting policies (continued)

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.

Depreciation
Depreciation is charged so as to write off the cost of assets, other than assets under construction over their
estimated useful lives, as follows:

Asset class Amortisation method and rate
Plant Straight line, between S and 20 years
Equipment S&aight line, between 3 and 10 years
Right of use assets Straight line, lease duration

The carrying values of PP&E are tested annually for impairment and are reviewed 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.

Assets under construction

Assets under construction represent the cost of purchasing, commissioning, constructing and installing certain
intangible assets or tangible assets ahead of their productive use. When the asset is brought into use, the
associated cost is transferred to the relevant asset class, and the asset will begin to be amortised or depreciated
on a straight-line basis over its useful economic life.

Investments in subsidiaries
Fixed asset investments in subsidiaries are held at deemed cost on transition to FRS 101 and in accordance with
TAS 27 'Separate Financial Statements', less any provision for impairment as necessary.

Inventories

The cost of inventories held comprises raw materials and other consumables. Inventories are valued at the lower
of cost and estimated net, realisable value after allowance for redundant and slow-moving items. Each item is
valued on the basis of a weighted average formula.

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 recognised in the Income Statement within interest
expense.

Onerous contract provisions are recognised where the unavoidable costs of meeting the obligations under a
contract exceed the economic benefits expected to be received under it.
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Pensions and other post-em[iloyment benefits

The Company’s employees participate in a number of the Group’s defined benefit pension schemes. The total
Group cost of providing benefits under defined benefit schemes is determined separately for each of the Group’s
schemes using the projected unit credit actuarial valuation method. Actuarial gains and losses are recognised in
the period in which they occur. The key assumptions used for the actuarial valuation are based on the Group’s
best estimate of the variables that will determine the ultimate cost of providing post-employment benefits, on
which further detail is provided in note 22 to the Group accounts.

The Company’s share of the total Group surplus or deficit at the end of the reporting period for each scheme is
calculated in proportion to the Company’s share of ordinary employer contributions into that scheme during the
year; ordinary employer contributions are determined by the pensionable pay of the Company’s employees
within the scheme and the cash contribution rates set by the scheme trustees. Current service cost is calculated
with reference to the pensionable pay of the Company’s employees. The Company’s share of the total Group
interest on scheme liabilities, expected return on scheme assets and actuarial gains or losses is calculated in
proportion to ordinary employer contributions in the prior accounting period. Changes in the surplus or deficit
arising as a result of the changes in the Company’s share of total ordinary employer contributions are also
treated as actuarial gains or losses.

Payments to defined contribution retirement benefit schemes are recognised in the Company’s Income
Statement as they fall due.

Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets, other than 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, the asset’s recoverable amount is estimated.

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 obligation under the liability is discharged, cancelled or
expires.

(a) Trade and other receivables
Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business.

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

An impairment is recognised on financial assets if credit losses are expected. These are calculated using the
simplified approach as allowable under IFRS 9, and losses arising from impairment are recognised in the
income statement in other operating expenses.

(b) Trade and other payables
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers.

Trade payables are initially recognised at fair value, which is usually the original 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.
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2 Accounting policies (continued)

(c) Share capital

Ordinary shares are classified as equity. Equity instruments 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.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, 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 associated assumptions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the Company’s accounting policies

The following are critical judgements, apart from those involving estimations, that the Directors have made in
the process of applying the Company’s accounting policies and that have the most significant effect on the
amounts recognised in the financial statements.

Intangible assets

The Company has several material items of in-house developed application software that are assessed for
impairment at each reporting date. The Company makes judgements and estimates in considering whether the
carrying amounts and residual useful life reflect the expected future use of these assets.

Key sources of estimation uncertainty .
The key source of estimation uncertainty at the reporting date, that has a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year is:

Pensions and other post-employment benefits

The cost of providing benefits under defined benefit schemes is determined separately for each of the Group’s
schemes using the. projected unit credit actuarial valuation method. Actuarial gains and losses are recognised in
full in the period in which they occur. The key assumptions used for the actuarial valuation are based on the
Company’s best estimate of the variables that will determine the ultimate cost of providing post-employment
benefits. Sensitivity analysis can be found in note 19.
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3 Revenue

The analysis of the Company's revenue for the year from continuing operations is as follows:

2021 2020

£'000 £'000

Services, claims handling and other revenue 390,277 370,505
Insurance intermediary commission 478,092 530,772
Revenue from warranty and other contracts 39,282 46,947
On demand revenue 17,225 18,731
924,876 966,955

Services, claims handling and other revenue comprises principally income from BGIL for claims fulfilment and
claims handling activities. All revenue is earned in the UK. Claims income increased as non-essential visits
were deferred from 2020 to 2021 as a result of reduced access to customers’ homes during periods of lockdown.
The impact of new contractual arrangements agreed with BGIL was the main contributor to the increase in
insurance intermediary commission in 2021. This was offset by reduced profit commission of £3.1m in 2021

(2020: £70.0m).

4  Analysis of costs by nature

2021 2020
Cost of Operating Total Cost of Operating Total
sales costs costs sales costs costs
£'000 £000 - £'000 £'000 £'000 £'000
Employee costs 287,362 132,807 420,169 325,067 112,160 437,227
Materials 78,727 - 78,727 73,877 - 73,877
Contractor, consultancy,
other professional services 177,489 15,815 . 193,304 106,333 16,249 122,582
Advertising and marketing - 20,711 20,711 - 22,198 22,198
Depreciation and
amortisation 19,713 21,270 40,983 20,368 30,068 50,436
Other costs 26,229 100,120 126,349 28,683 92,391 121,074
589,520 290,723 880,243 554,328 273,066 827,394

Total costs by nature
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S Employees' costs

The aggregate employee costs (including Directors’ remuneration) were as follows:

2021 2020

£'000 £'000

Wages and salaries 305,059 322,009
Social security costs 30,160 33,114
Pension and other post-employment benefits 82,254 78,351
Share-based payment expenses 2,696 3,753
420,169 437,227

The average number of employees who carry out work for the company (including Directors) during the year,

analysed by category was as follows:

2021 2020
Headcount Headcount
Field engineers 4,560 5,360
Administration and support . : 3,277 3,044
7,837 8,404 -
6 Exceptional items
The following exceptional items were recognised in arriving at operating profit:
2021 2020
£'000 £'000
Exceptional items - restructure (credit)/charge (21,053) 102,978
Loss/(gain) on disposal of property, plant and equipment 511 (368)
Exceptional items - impairment of property, plant and equipment 137 1,784
(20,405) 104,394

The Company has recognised restructuring costs principally related to redundancy, change resource and other

transformational activity.

7 Other income

Government grants

During 2021, the Company recognised an amount totalling £nil (2020: £14.0m) receivable under the UK

Govermmment’s 'Coronavirus Job Retention Scheme'.

In February 2022 the Centrica Plc Group repaid the cash received under this scheme.
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8 Net finance income

Finance income

2021 2020

£'000 £'000
Interest income from amounts owed by Group undertakings 39,700 45,614
Net interest income on pension scheme assets and liabilities 14,151 18,738
Total finance income 53,851 . 64,352
Interest expense on lease liabilities , (587) (934)
Total finance costs (587) (934)
Net finance income 53,264 63,418

9 Auditor's remuneration
The Company paid £123,600 (2020: £120,000) to its auditor in respect of the audit of the financial statements.
The auditor did not carry out any non-audit services during 2021 (2020: £nil).

10 Income tax

Tax credited/(charged) in the Income Statement

2021 2020
£'000 £'000
Current taxation
UK corporation tax at 19% (2020: 19%) 9,272 -
UK corporation tax adjustment to prior periods (662) 137
8,610 137
Deferred taxation
Origination and reversal of temporary differences 11,337 (1,918)
Changes in tax rates (1,304) 21,685
Arising from previously unrecognised tax loss, tax credit, or temporary
difference of prior period - 273 (83)
Total deferred taxation 10,306 19,684
Total income tax expense 18,916 19,821

The main rate of corporation tax for the year to 31 December 2021 was 19% (2020: 19%). However, in March
2021, Finance Bill 2021 included measures to increase the standard rate of UK corporation tax to 25% with
effect from 1 April 2023. Finance Bill 2021 was enacted in June 2021 and accordingly, these rates are
applicable in the measurements of the deferred tax assets and liabilities at 31 December 2021.
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10 Income tax (continued)

The differences between the taxes shown above and the amounts calculated by applying the standard rate of UK

corporation tax to the profit before tax are reconciled below:

2021 2020
. £'000 £'000
Profit before tax 118,302 112,590
Tax expense at standard UK corporation tax rate of 19% (2020: 19%) 22,477 21,392
Net expenses non-deductible for tax purposes 74 147
Adjustment for prior periods (390) 54
Effect of tax rate changes (1,304) 21,685
Deferred tax movement - share based payments (75) 600
Income not taxable . - (86)
Effect of group relief (1,978) (23,971)
Deferred tax movement - pensions 112 -
Total income tax expense 18,916 19,821
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10 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:

1 January 2021

(Charged)/credited to the
Income Statement

(Charged)/credited to other
comprehensive income

Prior period adjustments
To equity

31 December 2021

1 January 2020

(Charged)/credited to the
Income Statement

(Charged)/credited to other
comprehensive income

Prior period adjustments
To equity

31 December 2020

Accelerated tax

Other timing
differences
including losses

Retirement
benefit
obligation and

depreciation carried forward other provisions Total
£'000 £'000 £'000 £'000
4,172 133 (8,984) (4,679)
736 671 (11,440) (10,033)
- - (51,314) (51,314)
273) - - (273)
- 252 - 252
4,635 1,056 (71,738) (66,047)
Other timing Retirement
differences benefit
Accelerated tax  including losses obligation and
depreciation  carried forward other provisions Total
£'000 £'000 £'000 £'000
3,268 104 (59,943) (56,571)
904 - (20,613) (19,709)
- - 71,572 71,572
- 25 - 25
- 4 - 4
4,172 133 (8,984) (4,679)
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11 Property, plant and equipment

Right of use Plant and Assets under

assets ‘equipment construction Total

£'000 £'000 £'000 £'000
Cost
At 1 January 2021 107,803 41,893 392 150,088
Additions 28,795 1,340 1,648 31,783
Retirement (11,633) (69) - (11,702)
Transfers - 1,155 (1,155) -
At 31 December 2021 124,965 44319 885 170,169
Accumulated depreciation and impairment
At | January 2021 (59,017) (34,987) - (94,004)
Charge for the year (24,690) (4,268) - (28,958)
Retirement 10,836 69 - 10,905
At 31 December 2021 (72,871) (39,186) - (112,057)
Net book value
At 31 December 2021 52,094 5,133 885 58,112
At 31 December 2020 48,786 6,906 392 56,084

The retirement of assets during the year is the result of identifying assets no longer providing services to the
Company and their removal from the assets register. »
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12 Intangible assets

Internally
generated
software
development Assets under ‘
costs construction Total
£'000 £'000 £'000
Cost or valuation
At 1 January 2021 120,015 32,335 152,350
Additions - 17,543 17,543
Impairment - (137) (137)
Retirement - (281) (281)
Transfers 4,330 (4,494) (164)
At 31 December 2021 124,345 44,966 169,311
Amortisation
At 1 January 2021 (90,001) - (90,001)
Amortisation (12,025) - (12,025)
At 31 December 2021 ‘ (102,026) - (102,026)
Carrying amount
At 31 December 2021 22,319 44,966 67,285
At 31 December 2020 ' 30,014 32,335 62,349

Development costs have been capitalised in accordance with IAS 38 'Intangible Assets' and are therefore not
treated as realised losses for dividend purposes. :

Software assets that were being developed internally but will not be brought into use have been impaired.

13 Investments in subsidiaries
Investments classified as non-current

Shares in group undertakings (subsidiaries)

£'000
At 1 January 2021 150
At 31 December 2021 ’ 150

The Directors believe that the carrying value of the investments is supported by their underlying net assets.
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13 Investments in subsidiaries (continued)

Details of the subsidiaries as at 31 December 2021 are as follows:
Proportion of

Name of ownership interest
subsidiary Principal activity =~ Registered office Holding and voting rights
held
Dyno-Rod Operation of a Millstream, Maidenhead Road, £1.00 100%
Limited franchise network Windsor, Berkshire SL4 SGD  Ordinary
UK shares

14 Trade and other receivables

2021 2020
Current Non-current Current Non-current
£'000 £'000 £'000 £'000
Amounts owed by Group undertakings 591,448 - 639,016 -
Prepayments 8,791 - 7,969 -
Other receivables 2,600 - 2,151 -
Contract related assets 2,390 1,296 3,183 1,670
605,229 1,296 652,319 - 1,670

The amounts owed by Group undertakings have been presented on a net basis as there is a right of offset against
certain amounts. Included within the net amounts owed by Group undertakings are receivables from Centrica
plc that bear interest at a quarterly rate determined by Group Treasury and linked to the Group cost of funds.
The quarterly rates ranged between 3.61% and 4.42% per annum during 2021 (2020: 4.42% and 4.73%). The
other net amounts owed by Group undertakings are interest-free. All amounts owed by Group undertakings are
unsecured and repayable on demand. ’

On 31 December 2021, Centrica plc paid £450m (2020: £450m) of the amount owed which was subsequently
repaid on 4 January 2022.

Contract-related assets are balances arising as a result of the Company's contracts with customers in the scope of
IFRS 15 'Revenue from Contracts with Customers'.

15 Inventories

2021 2020
£'000 £'000
Raw materials and consumables 32,845 40,343

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

2021 2020

£'000 £'000

Trade payables 57,072 54,492
Accrued expenses 46,196 45,854
Amounts owed to Group undertakings 25,040 17,784
Social security and other taxes 7,990 © 9,054
Bank overdraft 7,141 18,748
143,439 145,932

Amounts owed to Group undertakings are interest free, unsecured and repayable on demand.

The bank overdraft represents items in the process of being cleared by the bank. Group treasury pools BGSL's
funds daily and via intercompany arrangements resets the Company’s balance at the bank to nil. Interest charges
payable on the bank overdraft during the year are borne by the ultimate parent undertaking. There is no material
difference between the fair value of the Company’s borrowing and its book value.

17 Loans and borrowings

Leases included in creditors

2021 2020

£'000 . £'000

Current portion of long term lease liabilities 15,848 18,424
Long term lease liabilities 27,333 18,816
43,181 37,240

Lease liabilities maturity analysis .
A maturity analysis of lease liabilities based on undiscounted gross cash flow is reported in the table below:

2021 2020

. £'000 £'000

Less than one year 15,951 18,881

2 years 8,981 10,891

- 3 years 7,393 3,616
4 years 6,007 2,196

5 years 4,276 1,490

6 years 1,297 _ 896
Total lease liabilities (undiscounted) 43,905 37,970

Total cash outflow for leases during 2021 was £24.3m (2020: £27.1m).
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18 Provisions for other liabilities and charges

At 1 January 2021

Charged to the income statement

Unused provision reversed to the income statement
Provisions used

Transfers

At 31 December 2021
Non-current liabilities

Current liabilities

19 Post-retirement benefits

Defined benefit pension schemes

Employee
Restructuring benefits Total
£'000 £'000 £'000
28,7717 222 28,999
18,990 295 19,285
(3,795) (45) (3,840)
(17,955) 39) (17,994)
(74) - (74)
25,943 433 26,376
9,477 389 9,866
16,466 44 16,510

The Company’s employees participate in the following Group defined benefit pension schemes: Centrica
Pension Plan ('CPP'), Centrica Pension Scheme ('CPS'), Centrica Engineers Pension Scheme ('CEPS') and
Centrica Unfunded Pension Scheme ('CUPS'). Its employees also participate in the defined contribution section
of the Centrica Pension Scheme. Information on these schemes is provided in note 22 to the Group accounts.

The CEPS, CPP and CPS form the significant majority of the Group’s and Company's defined benefit obligation
and are referred to below in the Group accounts as the ‘Registered Pension Schemes’.

Accounting assumptions, risks and sensitivity analysis

The accounting assumptions, risks and sensitivity analysis for the Registered Pension Schemes are provided in

note 22 to the Group accounts.
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19 Post-retirement benefits (continued)

Reconciliation of scheme assets and liabilities

The amounts recognised in the statement of financial position are as follows:
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2021 2020
Assets  Liabilities Total Assets  Liabilities Total
£'000 £'000 £'000 £'000 £'000 £'000
1 January 6,171,055 (6,118,563) 52,492 5,337,601 (4,977,188) 360,413
Items included in the Income
Statement:
Current service cost ’ - (81,259)  (81,259) - (80,023)  (80,023)
Termination benefits - 36,996 36,996 - (67,353)  (67,353)
Interest income/(expense) 103,645  (89,494) 14,151 126,234 (107,497) 18,737
Other movements:
Re-measurement gains/(losses) 455,796 (331,823) 123,973 735,907 (1,033,445) (297,538)
. Employer contributions 196,528 - 196,528 118,256 - 118,256
Plan participants contributions 1,416 (1,416) - 1,849 (1,849) co-
Benefits paid from schemes (166,984) 166,984 - (148,792) 148,792 -
Transfers from provisions for
other liabilities and charges - - - - - -
31 December 6,761,456 (6,418,575) 342,881 6,171,055 (6,118,563) 52,492
" Employer contributions include £48.8m of incremental deficit reduction contributions (2020: £48.5m).
Presented in the Statement of Financial Position as:
2021 2020
£'000 £'000
Retirement benefit assets 342,881 52,492
342,881 52,492
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19 Post-retirement benefits (continued)

Analysis of the actuarial gains/(losses) recognised in reserves

2021 2020
£'000 £'000
Actuarial gain (actual return less expected return on pension scheme
assets) 455,796 735,907
Experience loss arising on the scheme liabilities (107,260) (40,358)
Changes in assumptions underlying the present value of the schemes'
liabilities (224,563) (993,087)
Actuarial gain/(loss) recognised in reserves before adjustment for
taxation 123,973 (297,538)
Cumulative actuarial loss recognised in reserves at 1 January, before
adjustment for taxation (1,049,503) (751,965)
Cumulative actuarial losses recognised in reserves at 31 December,
before adjustment for taxation (925,530) (1,049,503)

Cumulative actuarial loss of £925.5m (2020: £1,049.5m) above is shown net of deferred tax in the statement of
financial position £697.1m (2020: £850.1m).

Pensions scheme contributions

Note 22 to the Group accounts provides details of the triennial review currently being undertaken based on the
position at 31 March 2021 in respect of the UK Registered Pension Schemes and the asset-backed contribution
arrangements. Under TAS 19: 'Employee benefits (revised 2011)', the Company's contribution and trustee
interest in the Scottish Limited Partnerships are recognised as scheme assets.

The Company estimates that it will pay £45.9m of employer contributions during 2022 at an average rate of
24% of pensionable pay together with contributions via the salary sacrifice arrangement of £17.0m.

Although the Group has established a new funding arrangement in the year based on the position as at 31 March
2018, it should be noted that the market rates, from which the discount rate is derived, have continued to decline
in the subsequent period. The Group continues to monitor its pension liabilities on an ongoing basis, including
-assessing various scenarios that may arise and their potential implications for the business.

Marginal adjustments to the assumptions used to calculate the pension liability, or significant swings in bond
yields or stock markets, can have a large impact in absolute terms on the net assets of the Company. Reasonably
possible changes as at 31 December to one of the actuarial assumptions would have affected the scheme
liabilities as set out below.

2021 2020
Indicative effect Indicative effect on
Increase/decrease Increase/decrease

in assumption on scheme in assumption scheme

P liabilities% P liabilities%

Rate. of increase 1°n employee 025% +-0 0.25% +-0

eamings subject to 2% cap

Rate of increase in pensions in 0.25% /-4 0.25% +/-4
payment and deferred pensions

Discount rate 0.25% -/+5 0.25% -/+6

Inflation assumption 0.25% +/-5 0.25% +/-5

Longevity assumption 1 year +/-4 1 year +/-4
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19 Post-retirement benefits (continued)

The indicative effects on scheme liabilities have been calculated by changing each assumption in isolation and
assessing the impact on liabilities. For reasonably possible change in the inflation assumption, it has been
assumed that a change to the inflation assumption would lead to corresponding changes in the assumed rates of

increase in uncapped pensionable pay, pensions in payment and deferred pensions.

Pension scheme assets
The major categories of scheme assets are as follows:

2021 2020

Total Total

£m £m

Equities 482 404
Corporate bonds 2,424 2,649
High-yield debt 3,917 3,355
Liability matching assets 3,319 3,268
Property 439 352
Cash pending investment 85 38
Asset-backed contribution assets 600 670
Group pension scheme assets 11,266 10,736
Company share of the above 6,761 6,171

Defined contribution pension scheme

The total cost charged to income statement of £11.1m (2020: £8.0m) represents contributions payable to these

schemes by the Company at rates specified in the rules of the scheme.

20 Capital and reserves

2021

£'000
Allotted and fully paid share capital of the Company .
5,000,003 ordinary shares of £1 each (2020: 5,000,003) 5,000

2020
£'000

5,000

The Company has only one class of ordinary shares, which carries no rights to fixed income.

Share premium

On 30 August 2016, GB Gas Holdings Limited subscribed in cash for one new ordinary share of £1 plus £700m

of share premium.

Retained earnings

The balance classified as retained eamings includes the profits and losses realised by the Company in previous

periods that were not distributed to the shareholders of the Company at the reporting date.
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21 Share-based payments

Employee share schemes are designed to encourage participants to align their objectives with those of
shareholders. The Company participates in six employee share schemes which gave rise to a charge of £2.7m
(2020: £3.8m). The fair value of employee share options is the market value of the shares at the award date. The
major schemes are described below.

Conditional Share Incentive Plan (CSIP)

Awards under CSIP (previously known as On Track Incentive Plan) are available to senior executives, senior
and middle management. The number of shares awarded is dependent on annual targets for individual targets
and business unit financial performance. These shares vest subject to continued employment within the Group in
two stages: half after two years, the other half after three years. Leaving prior to the vesting date will normally
mean forfeiting rights to the invested share awards. The fair value of the awards is the market price of the shares
at the date of the award.

Sharesave

Under Sharesave, the Group Board may grant options over shares in Centrica plc to all UK-based employees of
the Group. To date, the Board has approved the grant of options with a fixed exercise price equal to 80% of the
average market price of the shares for the three days prior to invitation which is three to four weeks prior to the
grant date. Employees pay a fixed amount from salary into a savings account each month, and may elect to save
over three and/or five years. At the end of the savings period, employees have six months in which to exercise
their options using the funds saved. If employees decide not to exercise their options, they may withdraw the
funds saved, and the options expire six months after maturity. Exercise of options is subject to continued
employment within the Group except where permitted by the rules of the scheme. The fair value of employee
share options is measured using the Black-Scholes model.

22 Dividends

The Directors do not recommend the payment of a dividend in respect of the financial year ended 31 December
2021. No dividends were paid or declared during the year (2020:£nil).

23 Directors' remuneration

Fees allocated to the Company for services provided by non-executive Directors during the year were £146,596
(2020: £158,438).

The executive Directors were remunerated as employees of Centrica plc group and did not receive any
remuneration, for their services as Directors of the Company during the current or preceding financial year.
Accordingly, no details in respect of their emoluments have been included in these financial statements.
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24 Parent and ultimate parent undertaking

The immediate parent undertaking is GB Gas Holdings Limited, a company registered in England and Wales.
The ultimate parent 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, Maidenhead Road, Windsor, Berkshire SL4 5GD.

25 Events after the balance sheet date.

The Directors are not aware of any significant post balance sheet events that require disclosure within these
financial statements. .
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