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Foreword

Centrica’s exploration & production business faced a
transitional year in 2016, as we began delivering on our
strategy of becoming a sustainable, agile European E&P
company.

While we moved to a new structure and operating model to deliver this
strategy, | am delighted that our focus on safe operations remained
unchanged and that the hard work of our teams across the UK,
Netherlands, Norway and Canada is reflected in a production of
71.2million barrels of oil equivalent in 2016.

2016 was also a year of firsts for Centrica, as we celebrated first gas
from the major Cygnus field in the southern North Sea, a development
now on course to be the single largest producing gas field in the UK
North Sea and where we have a 48.75% non-operated stake. Our team

in Norway also submltted the Plan for Development and Operation for its first operated development project, Oda — an
exciting development scheduled to come on stream in 2019.

Our environmental obligations are of prime importance throughout all operations, and investment in our Morecambe Bay
assets continued last year with the completion of the Barrow Terminals Project. This was an £84million operation to
transfer all the gas processed at the South Terminal to the newer North Terminal, which uses more environmentally-
responsible methods in processing. We are also acutely aware that our obligations go beyond the production life of our
assets, and safely and successfully decommissioned two subsea fields in the southern North Sea last year — more than
95% of the waste from the Stamford and Rose fields was recycled, and we made sure that none went to landfill.

Despite the work we have done in the past 12 months to ensure safe and efficient operations during a challenging time
for the sector, we know we cannot be complacent, as the impacts of lower prices continue to be seen across the
industry. The safety of our people and our environmental responsibilities are our top priorities, and this will continue

through the life cycle of our assets.

Ken Robertson
HSE and Technical Director
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Group Environment Policy

At Centrica we are committed to understanding, managing
and reducing the environmental and ecological impacts of
our activities through innovation, technology and cultural
change.

We are committed to:

Assessing, understanding and managing our environmental risks and
impacts, placing special emphasis on minimising major accident risks.

Enabling and encouraging our employees to help us achieve our
environmental goals.

Proactively seeking ways to reduce our carbon emissions.

Reducing waste and using resources efficiently.
Developing renewable and low-carbon energy sources, products and services.

Encouraging our customers to move towards a low carbon future by helping them make informed decisions about the
use of our products and services.

Working with our suppliers and business partners to pursue responsible environmental practices.

Publishing regular performance reports and openly discussing our environmental performance with internal and external
stakeholders.

Continually improving and setting measurable objectives and targets to prevent pollution and reduce our environmental
impacts.

Complying with environmental legislation, regulations and other applicable requirements.

We will implement comprehensive environmental management systems that are routinely audited in all our businesses
and attain certification to ISO14001 or equivalrent in our exploration and production, power generation and servicing and
installation operations. Our performance is reviewed regularly by the Centrica Executive Committee.

lain Conn

Chief Executive
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Our Operations

Centrica’s European Exploration & Production business operates in three business asset groups— North Sea,
Morecambe and Norway. The North Sea assets include facilities in both the UK and the Netherlands.

This review covers our performance in the European assets which are within the OSPAR region.

W North Sea Assets
' 1

Centrica operates assets in the central and southern North Sea. Our
operated ol field, Chestnut is in the central part of the UK North Sea and
has been in production since 2008. Operated gas assets in the Southern
North Sea includes facilities in the Netherlands and UK sectors. Facilities
include the Hummingbird Spirit floating production, storage and offloading
(FPSO) vessel at the Chestnut field, manned fixed platforms at J6-A and at
F3-FA and seven not permanently attended installations (NPAI) and one
subsea asset.

In addition to routine operations at these facilities, in 2016 we
decommissioned the subsea fields Stamford and Rose in the Southern
North Sea. Plans for the decommissioning of ST-1 and the Audrey NPAIls
and associated infrastructure have also been further developed.

In our non-operated North Sea portfolio, we have interests in the Cygnus gas field, the largest single producing gas field in
the UK North Sea, as well as the Armada, Alba, Brae and Beryl assets. The Cygnus gas field came on stream in
December 2016.

— y Morecambe Assets

The combined fields of Morecambe Bay remain a cornerstone asset for
Centrica. The area continues to provide a significant portion of the UK’s
gas supply. Centrica’s East Irish Sea fields have been producing gas since
1985, supplying more than 6.5trillion cubic feet of gas for UK homes and
businesses. The hub also includes the Barrow Gas Terminals, which
together process all the gas from Centrica’s assets in the East Irish Sea as
well as some third-party fields.

The Morecambe Bay fields are produced via three bridge-linked
installations, forming the Central Morecambe platform, as well as seven
NPAIs and two subsea tiebacks.

Norway Assets

Since entering Norway in 2006, Centrica has built a solid portfolio of assets
on the Norwegian Continental Shelf. We will continue to explore, develop
new projects and maximise the output of producing assets. We operate
the producing Vale field, which flows back to the Statoil Heimdahl platform.
We are also continuing planning of the Oda and Fogelberg field
developments. Our non-operated interests include stakes in major
Norwegian fields such as Valemon, Heimdal, Statfjord and Kvitebjarn.
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Our EMS

The Centrica Environmental Policy outlines our responsibilities in relation to environmental stewardship and our
comittment to continually improve our environmental performance. The environmental management of our operations are
integrated within health and safety as well as the business management activities. This integrated system ensures the
embedding of environmental requirements

X X X X X

and

Exploration & Production - Environmental Performance Review — May 2016 6



