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Improving the energy efficiency of our

customer’s homes is a key imperative

* Through our EEC1 programme (2002-5) we helped over 7.5m households
to improve their energy consumption

* We have made a significant commitment to developing renewable
technologies...£750m investment to develop renewable electricity
generation assets in the next five years

« Our innovative energy efficiency propositions are helping to engage
customers and bring support to those most in need
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Developing a balanced Energy Mix

* Developing a sustainable, balanced energy mix complemented by a
varied portfolio of domestic energy efficiency propositions is essential
to our strategy
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British Gas 4
Doing the right thing

* We developed our first Energy Service product in 2002 to...
— test Energy Service approach
— Take advantage of the EEC uplift benefit

* Proposition incorporated
— insulation (loft or cavity) and lighting
— interest free finance agreement
— home energy audit

e During EEC1 we delivered 55,000 Energy Service products

» Take up of the interest free offer was low at 3.5%...but increased
significantly to 25% for those customers purchasing two measures
(cost approx £400)



British Gas 4
Doing the right thing

o Warmfix, our most recent energy service proposition linked energy
efficiency to a long term supply contract, and was launched in
December 04

* The proposition was developed outside of the Energy Service 28 day
trial due to our desire to develop a single, straightforward, overarching
proposition for all consumers

« We are considering a proposition that would fit within the 28 day rule
trial guidelines
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Doing the right thing

* The customer proposition

3 year fixed price | £225 Free energy £90 annual

Gas and saving Products energy saving
Electricity

» 3 year fixed price gas & electricity contract
— premium on standard rates (equivalent to around £60 per annum on
an average dual fuel bill)
* Free insulation - cavity wall or loft
 home energy assessment (retail value £225)
 low energy lightbulbs

« Customers retains the right to terminate within 28 days, but will incur
charges if they switch — cancellation charge = £100
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Doing the right thing

e Total volume 30,000

* Promotion commenced 15t week of December following national PR
launch mid-November.

» Estimated total response rate between 1% - 2%

e Trial results:

- 2.5% response rate
— 22% registered their interest
— 18% had insulation installed

« Some customers found fixed term contract appealing, and switched to
this product, but paid for insulation upfront
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The proposition

Free energy saving products
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British Gas 4
Doing the right thing

» Even by working outside the rules of the 28 day trial customers found
the product difficult to understand

* The low selling price of insulation (c. £175) meant a deferred payment
facility was not attractive to consumers

* Energy Service is a niche product that requires expensive marketing
channels (e.g. face-to-face)

* The concept is probably more suited to higher value energy
efficiency/renewable products such as:

— domestic wind generation, ground sourced heat pumps, solar panels, micro
CHP, etc

* To provide a range of proposition options would require investment in
system changes, which cannot be justified without evidence of
consumer demand
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Doing the right thing

* We remain committed to the concept of energy services
 The removal of the 28 day rule offers some flexibility

* We see only very limited potential in providing energy services where
the main product is traditional ‘low cost’ energy efficiency products

* The introduction of innovative renewable technologies might provide the
impetus needed for energy services

« Consumers have shown a disposition towards fixed and capped price
energy contracts, and we believe there is potential to integrate these
with higher-priced energy products

* Whilst there is no evidence that Energy Services will be market
transforming, they may have an important part to play in engaging
consumers in energy efficiency
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