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Business Review and Legal Notice
The Companies Act 2006 (the “Act”) requires the Board of Directors to produce a Directors’Report including a Business Review. The Disclosure and Transparency
Rules require the Board of Directors to produce a Management Report. On pages 2 to 37, we refer to the Business Review which incorporates the Management
Report. The Directors’Report sets out the matters required to be addressed by the Directors and is set out on pages 2 to 64. The Board is required to provide
certain information, including a fair review of the business of the Group, a discussion of the main trends and factors likely to affect the future performance of the
Group, and a description of the principal risks and uncertainties it faces. Particular care should be taken when assessing elements of the Business Review that
relate to future developments and the principal risks and uncertainties facing the Group. While the Board has made every effort to identify, disclose and explain
such matters, it cannot predict all events or circumstances that will actually affect the Group in the future. Where we refer in this Report to other reports or
material, such as a website address, this has been done to direct the reader to other sources of BG Group information which may be of interest. Such additional
materials do not form part of this Report. BG Group has interests in more than 25 countries. In the interest of producing a concise Business Review, only certain
operations have been detailed for their particular relevance to the year under review. Information on each of BG Group’s assets is set out in the Group’s Data Book,
which is updated annually and available on the BG Group website, www.bg-group.com. Please also see the additional Legal Notice on page 130 of this Report.

Our vision

Natural gas is our business.

We are a leading natural gas company in the
global energymarket – operating responsibly
and delivering value to our shareholders.

We do this by connecting competitively priced
resources to high-valuemarkets.

We are entering another decade of high growth.

Further information

We have improved the visibility of
cross-references to information or
topics throughout the Report. Links are
illustrated with the following marker:

For more information visit
www.bg-group.com

More online

Detailed corporate reports, including the
Annual Report online, BG Group 2009 Data
Book and the 2009 Sustainability Report can
be found online atwww.bg-group.com/reports

Cover image

BG Group has already secured the total
reserves and resources required to deliver
against its 6-8% compound annual growth
rate production target range out to 2020.
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Performancehighlights

12.35p
11.23p 2008

+10%

Business Performance*

67.3p
91.6p 2008

Business Performance*

-27%

* Business Performance excludes disposals, certain re-measurements and impairments as exclusion of these items provides readers with a clear and consistent
presentation of the underlying operating performance of the Group’s ongoing business. Unless otherwise stated, financial information for the Group and its
business segments presented in the Business Review is based on BG Group’s Business Performance. Total operating profit includes BG Group’s share of pre-tax
results from joint ventures and associates. See presentation of non-GAAP measures, page 129. See also Segmental analysis and results presentation, note 2,
page 77, and Earnings per ordinary share, note 9, page 89, for a reconciliation of the differences between Business Performance and Total Results.

Business Performance*

£4 211m
£5 355m 2008

Business Performance*

-21%

Total operating profit*

Total Results

£4 103m
£5 488m 2008

Earnings per share

Total Results

64.5p
93.4p 2008

Dividend per share
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Our business

2

Americas and Global LNGBG Advance

Key activities

• Group technical functions: Geology and
Geophysics, Petroleum Engineering and
Developments, Engineering, Operations
andWell Engineering, Economics and
Commercial, Contracts and Procurement
and IT and Technology

• Managing exploration, capital projects,
Group health, safety, security and
environment (HSSE) and asset integrity

• Coordination and development of
BG Group strategy and portfolio

• Longer-term planning, capability
development and optimising deployment
of technical and commercial people
across the Group

•Managing the Group’s technical
and commercial governance and
assurance processes

BG Group is engaged in the exploration, development, production, transmission, distribution
and supply of natural gas and oil. The Group also has a number of power generation interests.
BG Group’s operations are organised on a regional basis. BG Advance supports the regions in
achieving technical excellence and building long-term competitive advantage.

BG Group explores for, develops, produces
andmarkets gas and oil around the world.
The Group uses its technical, commercial
and gas chain skills to deliver projects at
competitive cost and to maximise the sales
value of its hydrocarbons.

Total operating profit*

£2 087m 2009

£3 512m 2008

Exploration and
Production (E&P)

Liquefied Natural Gas
(LNG)

BG Group’s LNG activities combine
liquefaction and regasification facilities
with the purchasing, shipping, marketing
and sale of LNG.

Total operating profit*

£1 551m 2009

£1 585m 2008

Transmission and
Distribution (T&D)

BG Group’s T&D activities are focused in
Brazil and India, developing bothmarkets
and infrastructure for the delivery of gas.

Total operating profit*

£426m 2009

£160m 2008

Power Generation
(Power)

BGGroup develops, owns and
operates a portfolio of gas-fired
power generation plants.

Total operating profit*

£158m 2009

£118m 2008

* For a reconciliation between Business Performance andTotal Results, see note 2, page 77.

Key activities

• E&P activities in Trinidad and Tobago,
Bolivia, USA, Canada and Brazil

• Major discoveries and exploration
and appraisal activity in Brazil

• Alliance with EXCO Resources, Inc.
to develop US shale gas

• Major global LNGmarketer

• Exporting gas as LNG fromTrinidad
and Tobago

• LNG regasification capacity in the
USA and Chile

• Control of Comgás, Brazil’s largest gas
distribution company

• US gas marketing and power generation
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MADAGASCAR

NIGERIA

LIBYA
ALGERIA

EGYPT

AREAS OF PA

ITALY

TUNISIA

UK

NORWAY

KAZAKHSTAN

CHINA

OMAN

INDIA

THAILAND

PHILIPPINES

MALAYSIASINGAPORE§

AUSTRALIA

Australia

Key activities

• E&P activities in Surat and Bowen Basins,
Queensland

• Extensive coal seam gas (CSG) acreage
position held through QGC, a BG Group
business

• Total reserves and resources of some
17.3 trillion cubic feet†

• Developing two-train, 8.5million tonnes per
annum LNGproject on Curtis Island, near
Gladstone, with potential for expansion

• Power generation capacity utilising CSG

Africa, Middle East and Asia

Key activities

• E&P activities in Egypt, India, Tunisia
and Thailand

• Exploration acreage and/or discovered
reserves and resources located in Algeria,
areas of the Palestinian Authority, China,
Libya, Madagascar, Nigeria and Oman

• Exporting gas as LNG from Egypt

• LNG aggregator agreement to supply
Singapore market

• Interests in two Indian gas distribution
companies

• Power generation interests in Malaysia
and the Philippines

Europe and Central Asia

Key activities

• E&P activities in the UK and Kazakhstan

• Major E&P operator in the UK North Sea

• Joint operator of the super-giant
Karachaganak oil and gas condensate
field in Kazakhstan

• Exploration and appraisal portfolio
in Norway

• LNG regasification and storage capacity
in the UK

• Pursuing LNG regasification terminal
in Italy

• Gas marketing and pipeline capacity
in the UK, including the Central Area
Transmission System pipeline

• Power generation interests in the UK
and Italy

§ Exclusive right to supply only.
† BGGroup net reserves and resources are as at end 2009, pre-CNOOC farm-out (5%).
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Key performance indicators
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BG Group has identified the key performance indicators that it believes are useful in assessing
how well the Group is performing against its strategic aims. They encompass both financial
and non-financial measures and are set out below.

Description

Earnings per share (EPS) is the amount of
earnings attributable to each individual share
in issue and has been calculated by dividing
the Business Performance* earnings for the
financial year for the Group by the weighted
average number of ordinary shares in issue
and ranking for dividend during the year.

Description

Safety at work is critical to the Group’s
business. Total Recordable Case Frequency
(TRCF)measures the number of injuries per
millionwork hours and is the headline
indicator of the success of the Group’s safety
programmes,measuring the ratio of injuries
toworking hours. The Group is workingwith
its contractors to ensure they develop the
appropriate levels of safety competency to help
strive towards the Group’s goal of zero injuries.

Commentary

The graph shows the annualised US Dollar
TSR of BG Group shares over a three-year
performance period and the corresponding
average TSR of its industry peer group over the
same period. For the three-year performance
period ending 3 September 2009, BG Group
was ranked first within its peer group. For
further information, see the Remuneration
report, page 50. For details of BG Group’s TSR
in Pounds Sterling relative to the FTSE 100
index in the period 2004 to 2009, see page 55.

* Business Performance excludes disposals, certain re-measurements and impairments as exclusion of these items provides readers with a clear and consistent presentation of the underlying
operating performance of the Group’s ongoing business. See Presentation of non-GAAPmeasures, page 129. See also Segmental analysis and results presentation, note 2, page 77, and Earnings
per ordinary share, note 9, page 89, for a reconciliation of the differences between Business Performance and Total Results.
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Description

Total shareholder return (TSR) is the return
on investment, expressed as a percentage,
obtained from holding BG Group shares over
a period of time. It includes dividends paid,
the change in capital value of the shares and
any other payments to or by shareholders
within the period. TSR varies with stock market
performance, commodity prices and other
external factors. Measuring TSR performance
in a common currency (US Dollars) relative to
the Group’s peers provides a more meaningful
indicator of shareholder return. It is used to
determine vesting levels under the Group’s
long-term incentive plans (currently on a
Pounds Sterling basis).

Commentary

Against a background of a 37% drop in
Brent oil prices and a 53% fall in Henry Hub
gas prices in 2009, EPS fell by 27% to 67.3p
(2008 91.6p). The impact of these sharply
lower commodity prices was partially
offset by a 4% increase in Exploration and
Production (E&P) production volumes, a
strong performance from the Liquefied
Natural Gas (LNG) segment, the recovery of
past gas costs at Comgás and the effect of
a stronger US Dollar. At constant US$/UK£
exchange rates and commodity prices, EPS
fell by 7%. For further information, see the
Financial review, page 24.

Commentary

In 2009, the Group’s TRCF was 1.59 (2008 1.74).
While the improvement is welcome, the Group
did not meet its target of 1.35. Two contractor
fatalities in 2009 further underscore the need
for the Group to work with the contractor
community to improve safety performance,
as explained by the Chief Executive on page 9.
For the first time, the Group’s TRCF figure
includes data from QGC in Australia, acquired
in October 2008. Safety performance at QGC
will continue to be a focus area over the year
ahead. The Group has set an overall Group-wide
TRCF target of 1.20 for 2010.
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Description

E&P production volumes are a keymeasure
of operational performance for BGGroup. This
table shows BGGroup’s net production from
all of its producing E&P assets and ismeasured
inmillions of barrels oil equivalent (mmboe).

Description

This is a measure of the volumes of liquefied
natural gas (LNG) that BG Group manages
in its global shipping andmarketing business.
BG Group has a portfolio of flexible,
long-term LNG supply sourced from its own
liquefaction plants in Egypt and Trinidad
and Tobago and from third-party suppliers in
Equatorial Guinea and Nigeria. It is measured
in millions of tonnes per annum (mtpa).

Description

BG Group’s gas and oil reserves and resources
represent the Group’s total resource base.
The size of reserves and resources is a key
determinant of the Group’s ability to replace
production and deliver production growth
in the future. It is measured in mmboe.

Commentary

2009 E&P volumes rose 4% to 234.9 mmboe.
This was below the 248 mmboe targeted for
2009 principally because of weakness in
demand in a number of BG Group’s key
markets, including Bolivia, Kazakhstan and
Thailand, and the later than expected start-up
of the Hasdrubal plant in Tunisia. In 2010,
BG Group expects only slight production
growth due to weak demand conditions
which the Group anticipates will continue
during the year. Longer term, the Group
believes its portfolio of reserves and resources
has the potential to grow at the upper end
of the Group’s target of an average 6-8%
compound annual growth rate from 2005
to 2020.

Commentary

In 2009, the Group increased its total reserves
and resources by 10% to 14 494mmboe,
equivalent to 62 years of reserves and
resources life at 2009 production levels.
The Group’s proved and probable reserves
increased by 5% to 6 130mmboe during
2009 and discovered resources (previously
called unbooked resources until 2009)
increased 32% to 4 931mmboe. The proportion
of unconventional gas in the Group’s total
reserves and resources increased significantly
during 2009 after further appraisal drilling
in Australia, the acquisition of Pure Energy
Resources Limited, and the Group’s investment
in shale gas in the USA through its alliance
with EXCO Resources, Inc.

Commentary

In 2009, LNGmanaged volumes increased by
3% to 13.5 mtpa. The total managed volumes
equates to 222 cargoes. During the year, the
Group delivered LNG cargoes to 17 countries,
with first-time supplies being shipped to
Canada, Chile, Kuwait and Portugal. The
Group has now delivered LNG to 21 of 22
LNG-importing countries. 2010 volumes are
expected to be similar to those in 2009. The
Group is targeting contracted volumes of
20 mtpa by 2015, with the increase coming
from the two-train 8.5 mtpa Queensland
Curtis LNG project in Australia, which is
expected to be sanctioned during 2010.
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Global economic conditions were notably
challenging in 2009,with adverse consequences
for energy demand in some of BG Group’s
key markets. Despite this, BG Group’s
performance over the year was solid. Total
operating profit* of £4 211 million was 21%
lower year-on-year against a background of
significant reductions in international
benchmark oil and gas prices. Earnings per
share were 27% lower at 67.3 pence. The
Group continues to benefit from strong cash
flows. Gearing is higher than in previous years
but at 17% remains within the range that the
Group considers to be appropriate. The
full-year dividend payment has been
increased by 10% to 12.35 pence per share.
Full details of the Group’s 2009 financial
performance can be found on page 69.

BG Group enjoyed continued exploration
success, particularly offshore Brazil,
strengthening further the Group’s platform
for growth through the new decade. During
the year, the Group acquired Pure Energy
Resources Limited in Australia and entered
into an alliance with EXCO Resources, Inc.
(“EXCO”), a US shale gas producer with
upstream and transmission assets at the
heart of the world’s largest gas market.

Market context
Although timely intervention by governments
prevented the 2008 banking crisis from
tipping the global economy into collapse, the
new decade begins with many economies
weighed down by a range of recessionary
factors. These include a reduction in industrial
activity, growing unemployment and a fall
in consumer confidence, leading to lower
demand for goods and services in the major
consumer markets. Additionally, a number of
countries, including the UK, enter the decade
with very high levels of national debt and
huge fiscal deficits.

Oil prices partially recovered through the
year from the lows of late 2008, and appear
to have stabilised at levels which, while
significantly lower than the summer 2008

Chairman’s statement

6

The pace of gas usage growth in China – one
of the world’s largest economies – is just one
indication that the new decade is likely to see
further growth in demand for the cleanest
of the fossil fuels. I believe that BG Group,
as a global gas company, is strongly placed to
benefit as natural gas continues to underpin
the journey to a lower-carbon future.

A strengthened and rebalanced portfolio
A challenge shared by all oil and gas
companies is that a substantial proportion
of global hydrocarbon resources is located
within developing economies. Over the last
three years, the Group has rebalanced its
portfolio to ensure that future growth has
a firm foundation in countries with a long
track record of stability. That does not imply,
though, that BG Group will avoid all
countries where there is an element of risk.
Doing so would not be tenable in this
industry, nor would it be in our shareholders’
wider interests.

I am pleased to report that the Group
continues to make important improvements
in its overall geopolitical risk profile in order
to protect, as well as create, value for our
shareholders. The rapid development of the
Group’s QGC business in Australia and the
Santos Basin successes in Brazil are two key
outcomes from this deliberate strategy to
establish new opportunities for material value
creation in countries proven to be favourable
destinations for long-term investment.

BGGroup’s alliancewith EXCO in the USA is
intended to achieve two interlocking aims.
First, it strengthens the Group’s US supply
portfolio and expertise near the hub of the
US eastern seaboard gasmarket. Second, it
expands the Group’s skills and development
opportunities in unconventional gas resources at
a timewhen, as a consequence of technological
developments, these are emerging rapidly as
substantial sources of natural gas production.
An overview of developments in BGGroup’s
portfolio is set out in the Operating Review on
pages 16 to 23.

peak, seem to be broadly sustainable, at least
under current market conditions. However,
gas prices remain subdued – a factor reflected
in the Group’s 2009 earnings.

The present weak level of global energy
demand has led to talk of a natural gas ‘glut’
as new sources of supply continue to come
onstream and producers compete to secure
customers in a buyer’s market. There is in
somemarkets a mismatch between capacity
and demand at the moment. However,
this may not last long if, as anticipated,
momentum is restored to global economic
growth in the early years of this decade.

There are two other relevant factors.
First, despite the weak conclusions of the
Copenhagen summit, political leaders still
face an urgent need to define credible and
deliverable policies which will meet current
and future national energy requirements,
while simultaneously achieving a significant
reduction in carbon emissions. Second, US
and European concerns about energy
security are driving a desire to secure new
and sustainable sources of energy which are
free from the threat of politically-motivated
supply constraints.

Natural gas goes some way to addressing
both of those policy issues. It is acknowledged
to be a ‘bridge fuel’with a role to play in
displacing higher-carbon fossil fuels, such
as coal, which remain the energy sources
of choice across much of the world. Gas
resources are abundant and for many years
have been brought to market using
techniques that are proven and cost-effective,
unlike a number of alternative energy
technologies. Finally, from an energy
security perspective, it is important not to
underestimate the significance of liquefied
natural gas (LNG) – an increasingly fungible
global commodity with diverse and resilient
global sources of supply – as well as the rapid
development of unconventional gas resources
within the borders of developed world
nations, particularly the USA and Australia.

A solid performance despite
notably challenging global
economic conditions.

Sir Robert Wilson
Chairman

* For a reconciliation between Business Performance andTotal Results, see note 2, page 77.
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Governance and risk
One of themost effectivemeans ofmitigating
risk is to develop and maintain relationships
with relevant stakeholders, including local
communities, partners and governments,
that are mutually supportive and enduring.
This approach lies at the centre of the Group’s
Business Principles, which set out the core
values and behaviours to which the Group
aspires and against which it expects to be
measured by others.

BG Group’s commitment to operating
according to the highest standards of ethical
conduct and corporate governance is
summarised in The way wework on page 34.
A more detailed overview is also available
in the Group’s 2009 Sustainability Report,
published in tandemwith the Annual Report
and Accounts and available online at
www.bg-group.com/sustainability

Another consequence of the 2008 banking
crisis has been a public focus on the extent
to which boards fully understand the risks
faced by their businesses and are willing and
equipped to hold the executive to account
over the effective mitigation of those risks.

During 2009, both theWalker Review and
the Financial Reporting Council called for a
step change in the level of engagement and
challenge between shareholders and boards,
and between boards and the executive. While
the detail of the proposed changes has yet to
be finalised – and some proposals may turn
out to be neither feasible nor desirable – in
my view, this Company is already broadly
aligned with the spirit of much of what has
been recommended.

This Board takes seriously its duty to test the
robustness of the Group’s strategy to ensure
that business plans properly take into account
the full range of political, financial and
operating risks. More details of the Group’s
approach to governance can be found on
page 42.

This year, BG Groupwill embark upon a very
large capital expenditure programme. The
Santos Basin pre-salt developments and the
Queensland Curtis LNG project, in particular,
will require very large investment over the
next three to four years. These projects
will also place significant demands on
organisational capacity, but I am confident
that our outstanding portfolio of development
opportunities will generate significant
shareholder value in the years ahead.

Shareholder communications
In 2009, BG Group announced that it will
move to reporting its financial results in
US Dollars with effect from the first quarter
results for the 2010 financial year. As
substantially more than half of the Group’s
revenues are denominated in US Dollars,
reporting in that currency will provide
shareholders with greater visibility of the
Group’s performance. It will also simplify

comparisons with peers, many of whom
already report in US Dollars. Although the
dividendwill be set and declared in US Dollars,
it will be paid in Pounds Sterling. There
will also be no change in the currency of
BG Group’s share capital. An explanation
of the transition to reporting in US Dollars
is given on page 114.

As in previous years, I would encourage
shareholders to make use of the Group’s
reporting centre to be found online at
www.bg-group.com/reports in lieu of
opting to receive a printed copy of the
Annual Report and Accounts. We will of
course continue to send printed copies to
shareholders who have specifically requested
this. Those of you who have not stated a
preference will receive communications
from the Group in an online format.

Finally, I would like to welcomeMark Seligman
to the Board, who joined us as a Non-Executive
Director in December 2009. I would also like
to express the Board’s thanks to the people of
BG Group. Their creativity, commitment and
expertise has been integral to the success of
the Group over the last decade and provides
us with the best possible foundation for the
next generation of growth in the decade ahead.

Sir Robert Wilson
Chairman
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Although challenging market conditions had
an impact on gas demand during the year, the
Group continued to demonstrate very good
momentum in implementing its business
plan. There was excellent progress with the
Group’s projects, particularly in Australia,
Brazil and the USA, and total reserves and
resources grew by 10% to 14.5 billion barrels
oil equivalent (boe). Taken together, these
developments underpin our confidence in
the Group’s growth prospects.

In Exploration and Production (E&P),
total operating profit* of £2 087 million
(2008 £3 512 million) was 41% lower
year-on-year, reflecting reductions in
international benchmark oil and gas prices,
partially offset by the effect of a stronger
US Dollar. E&P volumes increased by 4% to
234.9 million boe, up from 226.7 million boe
in 2008. However, production growth during
the year was below expectations, principally
due to weakness in demand in a number of
the Group’s key markets and the delay to the
start-up of the Hasdrubal project in Tunisia.
Further detail is set out in the Operating
Review on pages 16 to 23.

An effective commodity price risk
management programme combined
with favourable exchange ratemovements
ensured that operating performance in
Liquefied Natural Gas (LNG) was sustained
through 2009. LNG total operating profit
of £1 551 million (2008 £1 585 million) was
broadly in line with 2008 despite sharply
lower commodity prices during the period
under review.

Total operating profit for BG Group’s
Transmission and Distribution (T&D)
businesses increased by £266 million to
£426 million (2008 £160 million), principally
reflecting the recovery of gas costs incurred
in earlier periods at the Group’s Brazilian
gas distribution business, Comgás. Power
Generation (Power) total operating profit
increased by £40 million in the full year to
£158million (2008 £118million).

Chief Executive’s statement

8

on a steep trajectory to achieve more than
400 000 boed net to BG Group by 2020. The
Santos Basin pre-salt is one of the world’s
most important new hydrocarbon provinces.
BG Group is in a strong position as the
pre-salt developments come to fruition,
with net reserves and resources of more
than 3 billion boe and a close relationship
with our partner Petrobras.

During 2009, we also made excellent progress
towards sanction this year of our Queensland
Curtis LNG project in Australia. This is a
significant and material new liquefaction
venture, controlled and operated by BG Group,
close to the world’s largest LNGmarkets on
the Asia-Pacific rim and underpinned by up
to 8.3 mtpa of LNG agreements. The plant is
planned to come onstream in 2014, with net
plateau production from our QGC business’
low-cost coal seam gas resources ultimately
reaching 225 000 boed†.

The entry into and subsequent development
of our new alliance with EXCO Resources, Inc.
(“EXCO”), a US shale gas producer, was
another key highlight of 2009.We now expect
our US shale gas interests to contribute net
production of 100 000 boed by around 2015.

The very positive developments in Australia,
Brazil and the USA contributed to further
growth in BG Group’s total reserves and
resources, up by around 1.4 billion boe to
reach a total of 14.5 billion boe.

This represents an increase of 10% over last
year, yielding a reserves and resources to
production life of around 62 years based on
2009 production. Discovered resources are up
by 32% to 4.9 billion boe. The Group’s proved
reserves replacement ratio for 2009was 160%,
with a three-year replacement ratio of 166%,
which is an upper-quartile performance.

Since 2005, BG Group has doubled its total
reserves and resources, equating to a
compound growth rate of some 20% per
annum. The strong increase in the Group’s
total reserves and resources provides a firm
foundation for our plans to achieve upstream
production of 1.2-1.6 million boed by 2020.

Progress in 2009
The global business environment in 2009
proved to be one of the most challenging
for many years. The slowing of growth in
energy demand and consequent fall in gas
prices were reflected in a reduction in
BG Group’s earnings and lower growth in
production volumes.While the Group expects
weak demand effects to continue through
2010, we believe the outlook will be more
positive. For further details of our view of
the market context, see page 15.

BG Group has assembled a portfolio of assets
which we are confident can sustain upstream
volume growth out to 2020 at the upper end
of our 6-8% compound annual growth rate
target, resulting in upstream production of
1.2-1.6 million barrels oil equivalent per day
(boed) by the end of the decade. In LNG, we
expect to reach 20 million tonnes per annum
(mtpa) of contracted volumes by 2015 and to
deliver profits of $1.8-2.0 billion per annum
through to 2012. This marks our confidence
that LNG performance will be sustained for
the foreseeable future.

Our confidence in delivering growth that
is a multiple of the industry average is
underpinned by a strengthened and
rebalanced portfolio, summarised in the
Operating Review on pages 16 to 23.

Our key projects in Australia, Brazil and
the USA are being significantly and rapidly
de-risked. Moreover, our successful appraisal
and commercialisation programme in 2009,
taken together with targeted acquisitions at
the recent low point in the economic cycle,
means that BG Group already owns, today,
the reserves and resources needed to meet
our growth ambitions. As a result, I believe
we are well-placed to extend our track record
of growth and shareholder value creation
deep into the future.

However, importantly, our growth story is not
just about tomorrow. Production from our
projects in the Santos Basin pre-salt, offshore
Brazil, is already underway today and will
ramp up strongly in the first half of the decade

Very goodmomentum in 2009 in
implementing our business plan
and increased confidence in the
Group’s growth prospects.

Frank Chapman
Chief Executive

* For a reconciliation between Business Performance andTotal Results, see note 2, page 77.
† BGGroup net production is pre-CNOOC farm-out (5%).
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Sustainability and safety
BG Group’s activities are guided by our
Business Principles, which define our
commitment to responsible conduct and
which set out our responsibilities to our
people, to the societies within which we
work and to the environment.

The BG Group Business Principles reflect a core
belief that it is in our shareholders’ long-term
interests for the Group to develop stakeholder
relationships that are enduring, based on the
pursuit of mutually-supportive objectives and
that aim to conform to the highest standards
of integrity and corporate behaviour. An
overview of our approach to our Business
Principles is also set out on pages 34 to 37.

Our achievements against those principles are
reflected in our inclusion in the FTSE4Good
and Dow Jones Sustainability Indices. The
Group is also one of the five leading energy
companies on the Goldman Sachs GS Sustain
Energy focus list. Further details can be found
in the BG Group Sustainability Report at
www.bg-group.com/sustainability

BG Group’s intense focus on safety is central
to our commitment to sustainability and is
one of our Key Performance Indicators, set
out on pages 4 to 5. We expect all of our
people, myself included, to take personal
accountability for ensuring not only their
own safety but also the safety of others. In
all of our operations, we are guided by our
goal of zero injuries and by our belief that
all incidents are preventable.

Performance against the Group’s key safety
measure, Total Recordable Case Frequency
(TRCF), demonstrated a positive trend in 2009,
falling to 1.59 recordable cases permillionwork
hours comparedwith 1.74 in 2008. This reflects
continuing improvements to safety across the
Group, particularly at QGC in Australia, where
safety performance at the time of acquisition
in October 2008was significantly inferior to
the Group average but which showed steady
improvement through 2009. However, while
the falling trend is to bewelcomed, the
overall TRCFmeasure – including QGC safety
performance for the first time – did not meet
the Group’s target of 1.35.

I would also stress that my colleagues and
I fully appreciate the human reality behind
the statistics. Each of us at BG Group, from
themost junior employee to themost senior
director, shares a common duty to do all we can
to prevent these incidents in our work sites.

Five years ago, BG Group introduced the
Step Up in Safety programme to embed an
understanding of, and adherence to, safe
behaviour rules amongst all employees
in all of our workplaces worldwide. We
supplemented this two years later with the
Step Up in Asset Integrity initiative, focused
on heightening process safety awareness in
our facilities.

In March 2009, the Group’s focus on
preventing harm to our people evolved to
form the Step Forward for Safety programme.
This programme emphasises the need for
every individual to make full use of the
Group’s wide range of safety tools and
systems as part of a collective endeavour to
reduce the risk of an incident taking place.

Despite these efforts, it is with great regret
that I report the death of two contractors
during 2009. In April 2009, a contractor died
while carrying out electrical work on a drilling
rig offshore India, and in December 2009, a
contractor died at our Karachaganak joint
venture operation in Kazakhstan.

These fatalities underline the importance
of what will be a continued key focus for
BG Group in 2010 and beyond – the safety
performance of our contractors. Contractors
significantly outnumber BG Group employees
in our work sites; they also account for 87%
of recordable incidents in 2009 and all of
the fatalities recorded across our operations
over the last nine years. This year we are
introducing newmeasures to strengthen
internal accountabilities for the safety of
contractors at our facilities. We are also
developing new high-visibility pictograms
to be displayed widely across our work sites
to communicate key safety rules right at the
point of risk.

The outcomes from all of these measures
will be assessed against a new TRCF target
of 1.2 recordable cases per million hours
worked for 2010.

Our strategy
To understand our strategy, how progress is measured and how we manage our risks, please refer to the following sections:

Strategy
at a glance

• An overview
of our strategy
page 10

Performance

• Key Performance
Indicators pages
4 to 5

• Delivering
shareholder
value page 11

Outlook

• Our view of the
market context and
BG Group’s growth
prospects page 15

Key strategic
developments

• How our strategy
progressed in 2009
pages 12 to 14

Principal risks
and uncertainties

• Howwemanage
our principal risks
pages 30 to 33

• The Board’s
approach to
governance and
strategy page 42

Group Executive Committee
There were a number of changes to the
Group Executive Committee in 2009. In July,
Sami Iskander was appointed as Executive Vice
President &Managing Director, Africa, Middle
East and Asia. Mark Carne left the Group in
November 2009 and Ashley Almanza assumed
the interim role of Executive Vice President
&Managing Director, Europe and Central Asia
in addition to his duties as Chief Financial
Officer. Sir John Grant joined us in September
2009 as Executive Vice President, Policy and
Corporate Affairs, replacing Charles Blandwho
retired from BG Group. I would like to thank
Mark and Charles for their contribution to
the Group.

Conclusion
BG Group is entering a new decade of high
growth. Our confidence in delivering that
growth flows from our strengthened and
rebalanced portfolio, with significant progress
in our key projects in Australia, Brazil and
the USA during 2009. Our portfolio already
contains a reserves and resources base
sufficient to underpin our growth ambitions,
giving BG Group the potential to extend our
track record of growth and shareholder value
creation long into the future. All of this is
testament to the commitment, energy and
vision of the people of BG Group, and I would
like to thank them for their achievements
in 2009.

Frank Chapman
Chief Executive
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Strategy at a glance
BG Group is an integrated and internationally diversified energy company that is positioned
to deliver rates of growth which are a multiple of the industry average. The Group’s focus is
on delivering long-term growth in earnings and dividends.

INTEGRATED GAS MAJOR

SKILLS TO SUCCEED ACROSS THE GAS CHAIN

CONNECT GAS TO
HIGH-VALUE MARKETS

• Build and access markets
• Serve customers

SECURING COMPETITIVELY
PRICED RESOURCES

• Equity reserves
• Contracted resources

The business strategy supporting
BG Group’s investment proposition
is straightforward and proven.

The Group identifies high-value markets
that provide opportunities for growth,
then finds competitively priced
resources to supply those markets.

BG Group possesses the skills
throughout the gas value chain
to capture opportunities to create
value for shareholders.

TRINIDAD
AND TOBAGO

KAZAKHSTAN

UK

INDIA

BRAZIL

USA

EGYPT

TUNISIA

RUSSIA

JAPAN

TAIWAN

ARGENTINA

BOLIVIA

CHILE

THAILAND

SOUTH
KOREA

BELGIUM
FRANCE
SPAIN

PORTUGAL

ITALY
GREECE

TURKEY

KUWAIT

CHINA

PUERTO
RICO

AUSTRALIA

CANADA

MEXICO

A growing market portfolio

BGGroup’s business interests and customer
relationships extend from fast-growing
economies in China, India and South America
to substantial established gasmarkets in
the USA, the UK and the Asia-Pacific rim.

Markets supplied by BG Group

Markets

BG Group’s business model is founded on
developing an in-depth understanding of
selected markets with sustainable growth
or supply restructuring potential. Once those
markets have been identified, the Group
then develops options to supply themwith
competitively priced resources fromwithin
its growing resource portfolio.

The Group’s Liquefied Natural Gas (LNG)
businesses play a key role in this successful
market-focused global gas strategy, with an
array of global customer relationships. To
date, the Group has delivered LNG to 21 out
of the 22 LNG-importing nations. The Group
also leverages its downstream skills to capture
value from its Transmission and Distribution
and Power businesses.

Skills

BG Group has extensive experience at all
points of the gas value chain, from exploration
through to delivery to the end user.

The Group has the people, relationships
and skills to operate safely and sustainably
in a wide variety of offshore and onshore
environments and geological plays across
five continents, combining a proven track
record in finding and developing resources
with commercial expertise.

Resources

BGGroup has built material resource positions
across an attractive balance of investment
settings in both the developedworld and
within developing economies. In recent years,
the Group has actively strengthened and
rebalanced its resource portfolio. The new
projects expected tomake the largest
contribution to our target of industry-leading
rates of growth over the next decade are in
investment-grade countries: Australia, Brazil
and the USA.

BGGroup also has significant resource
businesses in Egypt, India, Kazakhstan, Trinidad
andTobago andTunisia and is a leading operator
in the UKNorth Sea. Further details are set out
in the Operating Review on pages 16 to 23.

Strategic review
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8

12

16

200920082007200620052004

BG Group Top quartile Combined companies Bottom quartile

E&P benchmarking – annual unit opex cost trend ($/boe)A cost leader

BG Group is cost-competitive compared
with its peers.

Average Exploration and Production (E&P)
finding and development and unit operating
costs are industry upper-quartile.

As the Group develops its total reserves and
resources base, it expects to maintain this
competitive cost advantage for many years
to come.

1 000

2 000

3 000

4 000

5 000

6 000

2009200820072006200520042003200220012000199919981997

Total operating profit (£m)*

Compound Annual Growth Rate 31%

Performance

Since the shareholders of the former
British Gas plc approved the first demerger
in 1997 which created two separate entities,
BG plc and Centrica plc, BG Group has
achieved a substantial increase in upstream
production as well as significant growth in
the volumes of contracted LNG delivered to
global markets by the Group’s shipping fleet.
The Group has also established substantial
and growing gas distribution businesses in
Brazil and India.

E&P volumes have increased from an average
of 165 000 boed in 1997 to more than
644 000 boed in 2009; a 290% increase
over a 12-year period which is equivalent to a
compound annual growth rate of around 12%.

BGGroup has also demonstrated a strong
performance in LNG. The total volume of LNG
purchased under long-term contracts and
delivered to customers increased from 1.9mtpa
in 2003† to 12.7mtpa in 2009; a 570% increase
over a six-year periodwhich is equivalent to a
compound annual growth rate of around 37%.

The growth in BG Group’s underlying
businesses has produced a strong operating
profit trend since 1997, equating to a
compound annual growth rate of around
31% over a 12-year period (see chart below).

In turn, this has beenmatched by strong
shareholder returns, with a share price increase
ofmore than 400% since the second demerger
in 2000. For details of total shareholder return
compared to BGGroup’s peers, see the Key
Performance Indicators on pages 4 to 5. For
performance relative to the FTSE100 share
index, see page 55.

Source: Evaluate Energy 2009, BG Group. Peer group includes super-majors, US and European integrated majors

* For a reconciliation between Business Performance andTotal Results, see note 2, page 77. Results prior to 2003 stated under UKGAAP.
† LNG volumes aremeasured against a 2003 reference point when the Atlantic LNG joint venture (Train 3), in which BGGroup is a partner, commenced commercial production.

Delivering value for shareholders
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Key strategic developments
During 2009, there were substantial and positive developments in BG Group’s plans in Australia
and Brazil which materially advanced the Group’s strategy.

The Group is on track to sanction the Queensland Curtis LNG plant in Australia this year. In
Brazil, excellent progress with the Santos Basin appraisal and commercialisation programme
has significantly de-risked the Group’s investment in the development of these world-class
pre-salt resources. There were further advances in the UK North Sea, and the Group entered
into a US shale gas alliance.

Unconventional gas

Shale gas

Shale gas is a form of natural gas which
is stored in organic-rich rocks, such as
dark-coloured shale, within continuous
accumulations that extend across
large areas.

Gas can be stored in shale by a number
of different geological mechanisms:
it can be held within the pores of the
rock; trappedwithin naturally occurring
fractures; or adsorbed onto the shale
materials or organic matter within
the shale.

Reservoirs are difficult to produce due
to their low permeability. However,
recent technological developments
have led to a significant increase in
shale gas production in the USA. Those
techniques include horizontal drilling,
in which the drill bit is directed along a
path through themost productive areas
of shale beds, and hydraulic fracture
stimulation techniques or ‘fracing’, where
water and sand is injected under high
pressure into underground shale beds to
fracture the rock and release the gas.

Coal seam gas

Coal seam gas occurs when coal is formed
underground by geological processes
which heat and compress plant matter. As
the coal is formed, large quantities of gas
are generated and storedwithin it. Coal
has a relatively large internal surface area
and can store up to six or seven times as
much gas as a conventional gas reservoir
of equal rock volume.

The gas – which is predominantly pure
methane – is trapped by the pressure
of water within and around the coal
seams. Although coal seam gas presents
a significant hazard for miners operating
underground, the techniques for its
extraction for use by the gas industry

are proven and effective. Wells are
drilled at ground level down into
the coal seam, pumping out the
water to release the gas, which is
processed and then piped to a
compression plant for injection
into gas transmission pipelines.

Large numbers of wells are normally
required to produce coal seam gas.
However, as coal seams are
generally found at shallow depths
of 300-1 000 metres, individual coal
seam gas wells are significantly
simpler, cheaper and faster to drill
than conventional gas wells.

A significant new growth opportunity
Unconventional gas resources are set to play an increasingly important role in BG Group’s global portfolio.

Coal seam gas and shale gas resources are abundant, some of the largest accumulations are located in areas of low political risk such
as Australia and the USA, and the development of new technologies means these resources can now be produced at scale and with
attractive economics.

Coal seam gas well, Queensland, Australia

Shale gas drilling, Louisiana, USA
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Australia

QGC
BG Group has made significant progress
in the development of its QGC business
since the initial acquisition in 2008. Total
coal seam gas reserves and resources have
increased to 17.3* trillion cubic feet (tcf), up
from 11 tcf at the end of 2008, with further
upside potential in the future from QGC’s
120 000 square kilometres of acreage in
the Surat and Bowen basins. The QGC
business is expected to drive substantial
production volume growth for BG Group
in the first half of the decade, ultimately
rising to an anticipated net plateau
production level of around 225 000 boed†.

QGCmade excellent progress in field
development and planning in 2009 and
expects to be operating around 1 800
coal seam gas wells by the end of 2014,
increasing to more than 6 000 wells over
the life of the two LNG trains at the
Queensland Curtis LNG (“QCLNG”) plant.
Gas will be brought 340 kilometres from
the field to the LNG plant by a 42-inch
trunk line, with good progress in land
access agreements and pipeline supply
and construction tenders in 2009.

Queensland Curtis LNG
The QCLNG plant, on Curtis Island near
the port of Gladstone in Queensland,

will be amaterial new source of equity LNG,
controlled and operated by BGGroup and
located close to theworld’s biggest LNG
markets on the Asia-Pacific rim. The plant
capacity has now been increased from
7.4million tonnes per annum (mtpa) of
LNG to 8.5mtpa. Project development is
underpinned by a highly successfulmarketing
campaignwhich has yielded agreements in
Chile, China, and Singapore for up to 8.3mtpa
of LNG.

In February 2010, BG Group awarded
the plant engineering, procurement
and construction contracts on terms
which position QCLNG at the low end
of the unit cost curve when benchmarked
against contemporary projects.

The Group expects to sanction the QCLNG
project later this year, subject to regulatory
and environmental approvals, and the plant
is expected to come onstream in 2014.

Walloon Fairway

GLADSTONE

ROMA CHINCHILLA

DALBY

TOOWOOMBAMOONIE

WALLUMBILLA

Australia: QGC upstream

USA

BG Group net production (’000s boed)§
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Haynesville shale and Cotton Valley

Existing further potential

EXCO alliance
During 2009, BG Group entered into
an alliance with EXCO Resources, Inc.
(“EXCO”), a US shale gas company.
The EXCO alliance also added new
USmidstream interests to BG Group’s
portfolio, with access to markets in the
southern and eastern states which
complement the Group’s existing US gas
marketing operations based in Houston.

US shale gas has the potential to transform
supply to the world’s largest gas market.
The BG Group-EXCO assets are of a high
quality and are positioned at the low end
of the cost curve.

Since the alliance was announced in
June 2009, BG Group and EXCO have
expanded the core Haynesville holdings
through acquisition of additional acreage.
Average shale gas well performance is
excellent, with high initial production

rates. BG Group net reserves and resources are
now around 3.2 tcf‡. Net shale gas production
is expected to increase steeply towards the
middle of the decade to around 100 000 boed§.

BG Group’s investment in EXCO
demonstrates attractive economics,
with an economic break-even point
of $3 per mmbtu.

Approximate BG Group/EXCO JV acreage

GULF OF MEXICOGGULF OF MEXICO

TEXAS LOUISIANA

LONGVIEW SHREVEPORT

LAKE CHARLES

HOUSTON

Haynesville and Cotton Valley

Areas of operation

† At 2010 reference conditions (see page 130).
BGGroup net production is pre-CNOOC farm-out (5%).

§ At 2010 reference conditions (see page 130).

Walloon Fairway

Proposed pipeline* BG Group net reserves and resources are as at the end
of 2009, pre-CNOOC farm-out (5%).

‡ Based on exercising firm options by end ofMarch 2010.

Approximate QGC/JV acreage

Australia production (’000s boed)†
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Key strategic developments continued

Brazil

BG Group has made significant progress
in the development of its interests in the
ultra deepwater Santos Basin pre-salt
play, offshore Brazil. Previous assessments
that net reserves and resources exceeded
three billion boe were reinforced by
new information gathered in the year.
BG Group and its partners have tested
the technology required for production
and have observed excellent reservoir
characteristics across a number of
locations, validating the Group’s view that
its developments are economically viable
at prices below $40 a barrel. Production is
already underway and is expected to rise
steeply in the first half of the decade to
reach more than 400 000 boed net to
BG Group by 2020.

While predominantly an oil play, the
Santos Basin pre-salt also holdsmaterial
gas resources located close to large and
developing South American gasmarkets.
BGGroup has a strong downstream
presence in Brazil through its Comgás
business, the largest gas distribution
company in the country.

The Group is amember of a consortium
considering options to develop a Floating
LiquefiedNatural Gas (FLNG)module for
the Santos Basinwhich couldmanufacture
up to 3mtpa of LNG for domestic and
export markets.

Tupi-Iracema
The Tupi reservoir extends overmore than
1 200 square kilometres and contains an
estimated 5-8 billion boe of gross reserves
and resources.Wells on Tupi North East
and Iracema showed excellent reservoir
characteristics, and initial production
potential on Iracema is outstanding at up
to 50 000 barrels per day (bopd) per well. The
ExtendedWell Test (EWT) on Tupi Sul has also
exceeded expectations, flowing at around
20 000 bopd, constrained by facilities.
BG Group and its partners will produce oil
and gas using Floating Production, Storage
and Offloading (FPSO) modules. The first Tupi
FPSO is approaching completion, with first
production expected around the end of the
year. The first FPSO on Tupi North East is
planned to come onstream by 2013. The full
field development plan for Tupi-Iracema
envisages a total of up to 10 FPSOs and
200-300 wells.

Guará
Productivity tests on Guará also demonstrated
excellent reservoir characteristics, with an
outstanding initial production potential of up
to 50 000 bopd per well. Gross reserves and
resources estimates of 1.1-2.0 billion boe were
well ahead of initial estimates. An EWT will
begin later in 2010. The partners have signed
a letter of intent for the construction of a
FPSO for the Guará field, with first production
expected early in 2013.

Iara and Carioca
Iara holds an estimated 3-4 billion boe
of gross reserves and resources. In 2009, the
partners re-entered the discovery well to
conduct a Drill StemTest (DST), however
test objectives were not achieved. A new
well will be drilled in 2010 and a DST will
be conducted in 2011, with a 3D seismic
campaign in 2010 and 2011 and an EWT
in 2013.

On Carioca, BG Group and partners will drill
a further appraisal well during 2010 andwill
begin an EWT at the end of the year.

UK

BG Group is one of the largest operators
in the UK North Sea and believes there is
still significant remaining potential within
the oil and gas accumulations of the UK
Continental Shelf. The Group continues
to pursue opportunities to expand its
UK upstream business, extending its
production hub strategy to tie in fields
across the Central North Sea.

During 2009, BG Group completed an asset
swap with BP, acquiring BP’s interests in
the Armada, Everest and Lomond fields
and assuming operatorship on Everest
and Lomond. The transaction concentrated
BG Group’s position in the Central North
Sea and enabled the consolidation of the
Group’s UK upstream activities in Aberdeen.

BG Group’s aim is to maintain levels of net
production from its UK North Sea interests
which exceed 50 million boe per year*.
Over the last six years, the Group’s UK

North Sea strategy has delivered a series
of positive outcomes which have extended
the period of plateau production in each
successive year.

2009 saw further achievements against that
strategy. Net production from the Group’s UK
North Sea interests amounted to 55.6 million
boe during the period under review.

The Group also made progress with projects
intended to maintain production at similar
levels in future years. The Jasmine field is
moving towards production in 2012, and
the Group has established a provisional
first production date of 2015 for the
BG Group-operated Jackdaw field, with an
appraisal well planned for later in 2010.

BG Group net production (’000s boed)*

202020152010

* At 2010 reference conditions (see page 130).
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Outlook

The challenging global economic conditions
in 2009 have led to weak energy demand
across a number of BG Group’s coremarkets.

Although there are early signs of recovery
in some countries, the rate at which
economies return to growth or emerge
from recession will vary. The Group
therefore expects the pattern of energy
demand evident in 2009 to continue
through 2010, and anticipates only slight
growth in production volumes through
the rest of this year.

However, it is BG Group’s view that the
present mismatch between capacity and
demand in somemarkets is temporary
and that economic recovery will have a
rebalancing effect over time. Gas demand

growth in the developing world is
anticipated to provide an important
impetus to this change in market dynamics.
In the intervening period, the Group has
taken active measures to lock in value to
safeguard short-term trading performance
in its LNG business.

Additionally, the outcome from the
United Nations climate change conference
in Copenhagen has underscored once
again that governments need credible
and practicable policies to meet national
energy requirements while simultaneously
seeking to achieve a significant reduction
in carbon emissions.

Natural gas is the least carbon-intensive
of the fossil fuels, with resources that are

abundant and production, transmission
and utilisation technologies that are
relatively efficient and cost-effective
compared with other energy sources. As
such, the environmental and industrial
benefits of strategies to displace coal in
favour of gas are well understood.

In BG Group’s view, natural gas will prove
to be a vital component of the journey to
a lower-carbon future.

In themedium-term, the Group therefore
expects gas demand to resume its pattern of
growth, driven by its abundance, economics
and by climate change imperatives.

BG Group’s substantial investments in
Australia, Brazil, the USA and elsewhere
across the portfolio are expected to support
industry-leading production growth over
the years ahead.

Positive developments during 2009 support
the Group’s confidence that upstream
production will grow at the upper end of
the target compound annual growth rate
of 6-8% between 2005 and 2020. BG Group
daily net production is expected to pass
through the onemillion boed threshold by
around themiddle of the decade, rising to
1.2-1.6 million boed by 2020.

Importantly, BG Group does not need to
add assets to its global portfolio to achieve
the levels of growth anticipated. The Group
has already secured within its portfolio the
discovered reserves and resources required
to exceed the lower end of the target range,
with higher growth rates achievable from
the risked exploration prospect inventory
that the Group already owns today.

The anticipated growth will not be linear,
increasing only gradually in 2010 before
production begins to ramp up in 2011.

The Group expects production to rise
rapidly from 2012, with a growing
contribution from the Santos Basin
developments offshore Brazil, QGC
in Australia and the BG Group-EXCO
alliance in the USA.

The start-up of the Bongkot South field in
Thailand and the Jasmine field in the UK
North Sea are also expected to contribute

to this increase in production in the early
years of the decade.

In LNG, BG Group anticipates a strongly
rising growth profile, with contracted
volumes expected to increase by 57%
between 2010 and 2015 to reach 20 mtpa.

The Group has also taken steps to protect
LNG profitability amid difficult short-term
market conditions and has extended its
guidance for LNG profits to $1.8-2.0 billion
per annum for the 2010-12 period.
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A new decade of high growth
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currently accounts for approximately 40% of
all gas produced in Egypt.

BGGroup announced the start up inMay 2009
of Phase 5, a compression project in theWDDM
concession (BGGroup 50% and concession
operator), to extend plateau production from
WDDM reservoirs.

In August, BG Group announced the delivery
of first gas from the Sequoia sub-sea
development located 90 kilometres offshore
Egypt in the Mediterranean Sea. Straddling
both theWDDM and Rosetta concessions,
the Sequoia unitised development brings
into production six new sub-sea wells, three
located in each of the concessions, which will
help maintain overall plateau production.

BG Group is currently evaluating future
phases ofWDDM that will extend the current
production plateau. The Group sanctioned
phase 7 in 2009.

In April 2009, BG Group was awarded North
Gamasa Offshore (BG Group 100%) in the
latest licensing round by the Egyptian Natural
Gas Holding Company. The concession
agreement formalising the award was signed
in early 2010 and the initial work programme
will include the acquisition of 3D seismic data.

UK
BGGroup net production in the UK totalled
55.6mmboe. BG Group believes that significant
potential remains in the UK Continental Shelf
(UKCS).While it is amature basin, it is still a
highly promising area and BG Group remains
one of themost active players. The Group aims
to continue producing at least 50mmboe every
year to 2014 and beyond.

In September, BG Group announced the
completion of an exchange of equity interests
in certain North Sea production assets with
subsidiaries of BP plc (BP). BG Group acquired
BP’s entire equity in the Everest, Lomond and
Armada fields and part of BP’s equity in the
Erskine field, all located in the UK central
North Sea. In return, BG Group transferred its
equity interests and operatorship in fields in
the southern North Sea to BP. As part of the
transaction, BG Group took over operatorship
of Everest and Lomond. The asset exchange
demonstrates the Group’s commitment to
the UKCS. It consolidates and strengthens
BG Group’s position in the central North
Sea and gives the Group control of key
infrastructure hubs, allowing the operational
performance of mature fields to be optimised
and the development of other opportunities
in the surrounding area.

2009 PERFORMANCE
Production was 234.9mmboe in 2009
(2008 226.7 mmboe), reflecting higher
production from Australia, Trinidad and
Tobago, Tunisia and production from
the USA. Production growth of 4%was
below original expectations principally due
to weakness in demand and the delay to the
start-up of the Hasdrubal project in Tunisia.

In 2009, proved reserves were 2 600mmboe
(2008 2 459mmboe). Total reserves and
resources increased by 10% during 2009 to
14.5 billion boe as at 31 December 2009 (see
chart on page 17), amounting to 62 years
of production at 2009 levels.

PRODUCING COUNTRIES
(In order of production volumes)

Egypt
BGGroup’s net production from Egypt was
58.1 mmboe. The Group’s production is from
its two gas producing areas offshore the Nile
Delta – the Rosetta and theWest Delta Deep
Marine (WDDM) concessions.

In 2009, BG Group celebrated 20 years of
working in Egypt. The Group has played a
leading role in the development of Egypt’s
natural gas industry and continues to be a key
supplier to the domestic market. BG Group

2009 highlights

• First oil flowed from theTupi ExtendedWell
Test (EWT) in the Santos Basin, Brazil

• Significant progress in Brazil – drilled seven
successful wells, performed five drill stem
tests, shot over 3 000 square kilometres
of 3D seismic and cored over 275metres
of reservoir

• Acquired Pure Energy Resources Limited
in Australia

• Formed an alliancewith EXCOResources, Inc.
in theUSA to develop shale gas

• Completed asset exchangewith BP,which
concentrates operations in theUK central
North Sea

• Increased total reserves and resources by
10% to 14.5 billion boe

• Drilled 28 conventional wells with
17 successes, including Brazil, Norway,
Oman andTrinidad andTobago. Completed
around 200 unconventional wells

Significant progress continued in Australia and Brazil, Pure Energy was
acquired and an alliance to develop shale gas in the USA was formed.

Producing assets

Exploration andProduction
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The Buzzard field (BG Group 21.73%), achieved
peak production of 226 000 bopd gross during
2009.With total estimated ultimate resources
exceeding 700mmboe, the field is one of the
largest discovered in the UKCS inmore than
10 years. The Buzzard Enhancement Project is
on schedule. The project involves the
construction of an additional processing
platform to remove hydrogen sulphide, due
to be installed in 2010, which will extend
plateau production.

Kazakhstan
BGGroup is joint operator of the Karachaganak
field (BGGroup 32.5%) in north-west Kazakhstan
which in 2009produced 41.5mmboenet to
BGGroup. Outputwas lower than anticipated
due to the economic conditions.

During 2009, 3D seismic datawas acquired
across Karachaganak. The survey finished
ahead of schedule with zero recordable
incidents after 777 000 hours and
1.15 million kilometres driven. The detailed
3D survey is expected to yield considerable
benefits as the Karachaganak field enters
future stages. The final results are not
expected until 2011.

The fourth stabilisation train project,
sanctioned in 2006, is now due to be
onstream in 2011. The expanded project
includes 13 additional wells and is anticipated to
increase export oil sales tomore than 10mtpa
and develop gross reserves of 300mmboe.

In 2009, BG Group has been reviewing the
Karachaganak Phase 3 development plans.
Partners have aligned around a new
multi-stage Phase 3 concept, which would
yield improvements in manpower profile
and cost phasing, and would deliver improved
economics for investors and government
alike. The Group is in discussions with the
government on the shape and timing of
this programme.

A key export route for Karachaganak production
is via the CPC pipeline (BGGroup 2%). In
December 2009, shareholders agreed to

India
In 2009, the Panna/Mukta and Tapti fields
(BG Group 30%) produced 13.7 mmboe net.

Panna K started production in August 2009.
Future work will focus on development of
Panna L in 2010/2011 and the next phase of
theMukta reservoir (Mukta B). The first of the
three development wells in Tapti to improve
recovery has been completed and the remaining
two are planned to be completed in 2010.

BGGroup has been expanding its position in
India via licence rounds and farm-ins. BGGroup
farmed-in to two exploration blocks in the east
coast of India; one in the Krishna Godavari (KG)
Basin and the other in theMahanadi Basin.
Under India’s New Exploration Licensing Policy
(NELP), BGGroup acquired a 45% participating
interest in an exploration block in the KG Basin
(KG-OSN-2004/1) in the NELPVI licensing round.
In October, following a successful bid in the
NELPVIII licensing round, a consortium led by
BGGroup (30% and operator), was provisionally
awarded an exploration block (KG-DWN-2009/1)
in deepwater in the KGBasin.

Tunisia
BGGroup net production in Tunisia during
2009was 12.7 mmboe. In 2009, the Group’s
production was gas and condensate from the
Miskar field (BG Group 100%) and gas from
Hasdrubal (BG Group 50%).

BGGroup drilled five successful wells as part
of theMiskar infill drilling campaign between
2007 and 2009. Thesewells further extend the
field production plateau and contributed to
the increased production levels in 2009.

Hasdrubal (BG Group 50%) came onstream
in December, later than anticipated due to
the commissioning of onshore plant systems
taking longer than expected. Net production
in Tunisia is expected to increase from
32 000 boed to 56 000 boed as wells are
progressively brought onstream. BG Group is
already the largest producer of natural gas in
the country, and with new production from
Hasdrubal, it is estimated that the Group will

expand the pipeline, whichwill more than
double capacity by 2015, subject to a final
sanction decision expected towards the end
of 2010. BGGroup and the Karachaganak
partners will have additional firm capacity
and the opportunity to capture capacity
unused by other shareholders.

Trinidad and Tobago
Production in Trinidad and Tobago during
2009was 29.9mmboe net to BG Group.

A new production contract to supply
220mmscfd of gas from the East Coast
Marine Area to The National Gas Company of
Trinidad and Tobago Limited for up to 15 years,
commenced in July 2009. To enable delivery
of this new supply, the drilling of five further
development wells in the Dolphin field was
completed in April 2009.

BG Group initially had a 30%working interest
in the Block 5(c) Production Sharing Contract
(PSC), and under the terms of its 2007
farm-in agreement, assumed operatorship in
April 2009. BG Group exercised its pre-emption
rights under the Joint Operating Agreement
and increased its stake in the block to 75% in
September 2009. Each of the three wells drilled
on Block 5(c) since mid-2007 has encountered
hydrocarbons and each has been successfully
tested. Drilling and testing on the third well,
Endeavour-1, was completed in first quarter
2009. The data from all three exploration wells
is being evaluated.

As part of the development of the Poinsettia
field, the North Coast Marine Area (NCMA)
phased development continuedwith Phase 3c
– first gas being achieved in January 2009
from the Poinsettia D well on the recently
installed Poinsettia platform.Work
recommenced in July with the drilling of six
additional wells as part of the combined
Phase 3c/d programme. Three wells were
completed in 2009 and all six wells are
anticipated to be producing by mid-2010,
thereby increasing NCMA deliverability.
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Oil and gas production 2009

Egypt 25%

UK 24%

Kazakhstan 18%

T&T 13%

India 6%

Tunisia 5%

Thailand 4%

Australia 2%

Bolivia 2%

USA, Canada, 1%
Brazil

Total 100%
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gas resources across 14 counties and parishes
in east Texas and north Louisiana.

The alliance bringsmaterial new resources
and supply to BG Group’s existing US business
at a competitive price and in a prime location
at the heart of the world’s largest gasmarket.
These domestic exploration and production
activities yield synergieswith theGroup’s
established LNG import and 3.5 bcfd US gas
marketing business. Furthermore, the
transaction increases BG Group’s exposure
to long-term unconventional gas resources
and skills.

The alliance is performing well, with
industry-leading initial production rates
across the Haynesville Shale and progressive
reductions in drilling days per well. Drilling
activities are being ramped up. The partners
will be operating 16 rigs this year. BGGroup
and EXCOhave also purchased further acreage
for the alliance.

BGGroup net potential resources now
stand at 3.2 tcf(b). BG Group has acquired
transportation to support current production
and is evaluating additional transportation
tomatch production growth.

Canada/Alaska
BGGroup’s Canadian net production was
1.7 mmboe. During 2009, drilling and seismic
activities continued in BGGroup’s acreage in
Canada and Alaska. In Canada, three wells
were brought onstream during 2009 and a
further four wells were drilled. All four wells
were unsuccessful. Three successful prospect
evaluation wells were drilled in Alaska and
onewell remains to be flow tested.

Brazil
BGGroup produced 0.7mmboe net in 2009 and
had furthermaterial exploration and appraisal
success in the Santos Basin pre-salt. BG Group
currently estimates its net share of total
reserves and resources at over 3 billion boe
and anticipates that its net productionwill
ramp-up tomore than 400 000 boed by 2020.

During 2009, BG Group made considerable
progress with development activities in the
Santos Basin. In May, BG Group announced
that first commercial oil production had
commenced from the ExtendedWell Test
(EWT) on the Tupi field in the BM-S-11
concession. The EWT on Tupi has to date
produced in excess of 3.5 mmboe gross.
Results exceed pre-test expectations, showing
excellent reservoir performance, with good
flow rates and sustained deliverability.

The Floating Production, Storage and
Offloading (FPSO) module to deliver the first
100 000 bopd phase on Tupi remains on
schedule for first production at the end of
2010. In parallel, BG Group is working on the
development plans for Tupi North East and
Iracema. These will be the next phases in the
Tupi-Iracema development. The Group expects
these developments to utilise 120 000 bopd

ground under lease has been explored
or developed.

QGC’s total reserves and resources, including
those acquired with Pure Energy, amount to
date to some 17.3 tcf(a).

2009 saw excellent progress with upstream
appraisal, field development planning,
engineering and procurement activities all
gaining significant momentum.

Upstream development will comprise around
1 800 wells by the end of 2014, rising to
more than 6 000 wells over the life of the
two trains. BG Group has drilled more than
150 CSG wells in 2009. The Group is on track
to sanction QCLNG in 2010.

Bolivia
BGGroup net production volumes in Bolivia
were 4.7 mmboe in 2009. Production was
affected by economic conditions.

In 2009, a commercial declaration wasmade
in respect of the Itau gas field by BG Group
and partner.

BGGroup and partners aremaking progress
towards development of theMargarita field.
A development plan for the field has been
submitted to the national oil company (YPFB).
BGGroup is building on this progress and
working towards a possible final investment
decision for a first phase development.

Two new production wells (Escondido 8
and La Vertiente 12) were drilled in 2009
(BG Group 100%). Production from these
wells is anticipated to account for
approximately 30% of the installed capacity
at the La Vertiente plant.

USA
BGGroup net production in the USAwas
2.0mmboe in 2009. In June, BGGroup
announced an alliancewith EXCOResources, Inc.
(“EXCO”), a US oil and natural gas exploration
and production company.

Under the terms of the alliance, BG Group:

• acquired a 50% interest in 120 000 net acres
in EXCO's upstream leases in a defined area
of east Texas and north Louisiana, which
encompasses the Haynesville shale, the
prospective Bossier shale and the Cotton
Valley tight gas sands formations;

• added 2.6 tcf to BG Group's net potential
resources, with net production of
78mmscfd, anticipated to increase to some
600mmscfd, net to BGGroup, by themiddle
of the decade;

• acquired a 50% interest in a company that
will hold related and complementary EXCO
gas-gathering assets and entered into
agreements to support the joint development
and growth of these assets; and

• entered into a joint development agreement
with EXCO to cooperate in the development
and production of onshore shale and tight

supply more than half of Tunisia’s natural gas
demand and also become the country’s largest
producer of liquefied petroleum gas (LPG).

Thailand
In 2009, BG Group produced 8.7 mmboe net
from the Bongkot field (BG Group 22.22%).
Output was impacted by lower domestic
demand caused by economic conditions.
During 2009, work continued on the expansion
of the Greater Bongkot North (GBN) facilities.
Production benefited from the development
of two new structures (Phase 3G) andwas
supported bywell intervention and infill drilling
programmes targeted to improve liquids
recovery. Progress on Phase 3H continues
which will deliver production from three new
GBN structures, commencing in 2010.

In July 2009, the partners in the Bongkot Joint
Venture signed a gas sales agreement with
PTT Public Company Limited covering all gas
production from the Greater Bongkot South
(GBS) field in the Gulf of Thailand. First
production fromGBS is expected in 2012
and, at plateau, it is anticipated that GBSwill
contribute 13 000 boed, net to BG Group.

InMarch 2009, BG Group acquired a further
16.67% in Blocks 7, 8 and 9 Concession and
a further 16.67% in an Overriding Royalty
Agreement covering production fromBlock 9a
in the Gulf of Thailand.

Australia
BG Group produced 5.8 mmboe net in 2009.
The Group supplied more than 20% of
Queensland’s gas demand. The development
of the Queensland Curtis LNG (QCLNG)
project will expand production significantly.

InMay 2009, BG Group completed the
acquisition of Pure Energy Resources Limited
(“Pure Energy”). The acquisition of Pure Energy
brings additional coal seam gas (CSG) reserves
and resources to BG Group at a low cost,
located adjacent to key QGC licences in the
Surat Basin. In addition, the acquisition brings
large tracts of prospective CSG acreage in
Queensland’s Bowen Basin. In total, BG Group
now owns interests in onshore concessions in
Australia coveringmore than 120 000 square
kilometres. To date, only a fraction of the total

Coal seam gas well, Queensland, Australia

(a) BGGroup net reserves and resources are as at end 2009, pre-CNOOC farm-out (5%).
(b) Based on exercising firm options by end ofMarch 2010.
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FPSOs, with the first targeted to come
onstream by 2013.

In November 2009, BG Group announced
the signing of a Joint Venture Agreement
with Petrobras, to study a Floating Liquefied
Natural Gas (FLNG) vessel as an additional
option to commercialise the material
associated natural gas reserves in the
Santos Basin pre-salt.

Significant appraisal work was undertaken
during 2009. In November, BG Group
announced that the Iracema appraisal well
on BM-S-11 confirmed the presence of an
excellent quality light oil bearing reservoir.
The well in-flow performance recorded during
the Drill Stem Tests (DSTs) was the highest
so far achieved in BG Group's Santos Basin
interests. Ultimately, development well flow
rates of up to 50 000 bopd are anticipated,
these rates being constrained by production
facilities. Further evaluation of the well data
is on-going and work on field development
options has been initiated.

In September 2009, BGGroup announced that
the Guará discovery (BM-S-9, BG Group 30%)
is estimated to contain total reserves and
resources of 1.1-2.0 billion boe. DST data
indicated that a permanent production well
would be capable of producing initial rates
of up to 50 000 bopd. To prioritise the
development of Guará, the partners have
agreed that it will receive the second FPSO
available for the pre-salt developments, with
a capacity of 120 000 bopd. First production
is targeted for 2013.

The Tupi North East appraisal well on
BM-S-11 encountered hydrocarbons in
November 2009 and reinforces the partners’
estimates that the Tupi accumulation holds
5-8 billion boe of reserves and resources. Also
on BM-S-11, formation tests on the Iara well
confirmed the presence of producible light oil
and that the estimated reserves and resources
for Iara are in the order of 3-4 billion boe.

Further discoveries were made during 2009.
On BM-S-9, BG Group announced two new
discoveries known as Iguaçu and AbaréWest.
On BM-S-52 (BG Group 40%), BG Group
completed a two-well campaign, Corcovado 1
and 2. The two-well campaign successfully
proved the presence of moveable
hydrocarbons and identified additional
prospectivity on the flanks of the prospect.

The extensive work programme undertaken
in 2009 has provided significant new
information, advancing substantially
BG Group’s understanding of the Santos
Basin, and supporting the Group’s earlier
assessments and forward development
plans. The Group has established its ability
to produce the oil and gas efficiently and
economically, having now tested the
technology and observed the excellent
reservoir characteristics across a number
of locations.

Norway
In August 2009, BGGroup concluded the
drilling of appraisal wells on the Bream
(BGGroup 40% and operator) oil discovery. The
appraisal wells confirmed the extent of the
reservoir and extensive data acquisition and
samplingwere carried out. Concept screening is
nowunderway to evaluate development options.

The Jordbær discovery is regarded as a
potential play opener, with a number of
similar prospects in BG Group-held licences
in the vicinity. An exploration well was drilled
on a separate structure called Jordbær East in
fourth quarter 2009. The well encountered
residual hydrocarbons, but not in commercial
quantities. A new exploration well spudded
in the adjacent Blåbær (BG Group 45% and
operator) licence in January 2010.

In December 2009, BG Group spudded the
high-pressure/high-temperatureMandarin
prospect (BG Group 96%(c) and operator) in
the southern North Sea, close to the border
of the UKCS.

In 2008, a discovery of a gas and oil
accumulation was declared on Pi North
(BG Group 60% and operator). A decision has
been made to tie-back the Pi discovery to the
BG Group operated Armada field in the UK.

In 2009, BG Group was awarded 40% equity
and operatorship in each of PL522 (Gullris) in
mid-Norway and PL 534 (Samson Dome) in
the Barents Sea. A new 3D seismic survey
was completed in 2009 in the Gullris licence.

Oman
During 2008 and 2009, BGGroup drilled seven
wells to target depth on Block 60, which
contains the Abu Butabul gas and condensate
discovery. The Group has carried out sufficient
appraisal work to delineate themain section
of the field and no further appraisal wells are
planned to be drilled. Focus now shifts to
finding optimumways to develop the field.
Abu Butabul is a tight gas discovery and the
ability to get gas to flow effectively and
efficiently will be key to determining
commercial viability. The Group is aiming to
move to project sanction in 2010 and targeting
production start-up from the field by 2012.

DISCOVERIES AND EXPLORATION ACREAGE

Algeria
BGGroup and partners successfully
completed the Phase 1 work programme on
Hassi Ba Hamou (HBH) (BGGroup 36.75%) and
are now in the second two-year exploration
phase which will finish during the latter half
of 2010. Since entering the second phase,
the RegMouaded (RM) discovery has been
appraised and BG Group is now looking
to commercialise both the HBH and RM
discoveries with evacuation through proposed
new pipeline infrastructure.

BGGroup holds 49%, and is operator of the
Guern el Guessa (GEG) permit, which contains
two blocks (316a and 317a). Sonatrach holds a
51% interest. The contract for the GEG permit
became effective inMay 2009 and the first
exploration phasewill run for three years. The
acquisition of 2D and 3D seismic data has
commenced. The award of this new permit
represented another significant step for the
Group in building amaterial business in Algeria.

China
In December 2009, BG Group signed a further
PSCwith China National Offshore Oil
Corporation (“CNOOC”) covering Block 63/16,
offshore China. Under the terms of the PSC,
BG Groupwill be the operator and have a 100%
interest during the exploration phase. In the
event of a commercial discovery, CNOOC has
an option to take an interest in the field. The
PSC is subject to final government approval.
BG Group is planning to commence an
extensive 3D seismic acquisition programme
in the first half of 2010.

Block 63/16 is BG Group’s third block in the
South China Sea and strengthens BG Group’s
interest in a prospective gas-prone basin that
is close to the southern China gasmarket.

BG Group plans to commence a two-well deep
water exploration campaign during 2010.

Libya
In 2009, BG Group completed its committed
two-well work programme in the Sirte Basin
in Libya and the block has since been
relinquished. BG Group has drilled a dry well
in the Kufra Basin.

Nigeria
During 2009, BG Group completed the drilling
of twowells, Ogide 1X and Boi-2A, on Oil
Prospecting Licence (OPL) 286-DO. Both
wells reached target depth and encountered
hydrocarbons but not in commercial quantities.
Further seismic acquisition and re-processing
aimed at imaging deeper potential targets is
ongoing. Evaluation continues on OPL 332
with drilling now planned for 2011.

In January 2009, BG Group completed a
farm-in agreement for OPL 284-DO, which
gives BG Group a 45% interest. OPL 284-DO
is located in deepwater, approximately
250 kilometres south-east of Lagos.

FPSO in the Santos Basin, Brazil*

(c) Estimated – theMandarin prospect straddles PL274 (BGGroup 80%) and PL297 (BGGroup 100%).
* Image supplied by Petrobras, photographer Stéferson Faria.
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LIQUEFACTION
BG Group has equity stakes in liquefaction
facilities in Egypt and Trinidad and Tobago.

BG Group’s equity share of liquefaction
volumes from these interests in 2009 was
7.0 mtpa. This consists of 2.4 mtpa from the
two trains at Egyptian LNG and 4.6 mtpa
from the trains at Atlantic LNG in Trinidad
and Tobago.

Australia
During 2009, significant progress wasmade
on the QCLNG project. In February, BGGroup
entered into an agreement with theQueensland
government to acquire a 270 hectare site at
North China Bay on Curtis Island, the site of
the proposed QCLNG liquefaction plant near
Gladstone. An Environmental Impact Statement
(EIS) for the project was released for public
consultation in August. Front End Engineering
Design (FEED) work for the liquefaction plant
was completed and the EPC contracts were
awarded in February 2010.

A decision on the EIS from the Queensland
and Australian governmental authorities
is expected in 2010, following which it is
envisaged that BG Group will be able to
approve investment in the 8.5 mtpa, two-train

LNG project. First cargoes of LNG are expected
in 2014 from the first train, with the second
train to follow six to nine months later.

Brazil
In November 2009, BG Group announced
the signing of a Joint Venture Agreement
with Petrobras, to study a floating liquefied
natural gas vessel as an additional option to
commercialise thematerial associated natural
gas reserves in the Santos Basin, offshore
Brazil. Galp Energia and Repsol YPF joined
the consortium in December.

REGASIFICATION
BG Group has regasification capacity rights
in the USA through terminals at Lake Charles,
Louisiana and Elba Island, Georgia and during
2009 completed construction of its new
terminals in the UK (Dragon LNG) and Chile
(GNL Quintero). In Italy, BG Group is pursuing
the development of the Brindisi LNG terminal.

USA
During 2009, BG Group was responsible
for importing approximately 40% of LNG
delivered into the USA. These volumes
were principally delivered to the Elba Island
terminal to meet BG Group's contracts
with power generators in the south-east.

Existing liquefactionExisting import capacity

Current and future equity positions

Planned liquefactionPlanned import capacity

Terminal capacity rights

Third-party

Term purchases

Markets supplied by BG Group in 2009

USA

CHILE
ARGENTINA

TRINIDAD
& TOBAGO

SPAIN

FRANCE

ITALY

UK

BRAZIL

CHINA

GREECE

TURKEY

EGYPT

NIGERIA

EQUATORIAL
GUINEA

INDIA TAIWAN

SINGAPORE†

AUSTRALIA

S. KOREA

JAPAN
PORTUGAL

CANADA

KUWAIT

† Exclusive right to supply only.

In 2009, the LNG business reported total operating profit* of £1.55 billion,
benefiting from the Group’s strategic approach to LNGmarketing.

Liquefied Natural Gas

LNG assets 2009 highlights

• Dragon LNG (UK) and GNL Quintero (Chile)
regasification terminals received first LNG

• Planned liquefaction capacity at
Queensland Curtis LNG (QCLNG)
increased to 8.5 million tonnes
per annum (mtpa)

• Awarded engineering, procurement and
construction (EPC) contracts for QCLNG‡

• Signed LNG project development
agreement with CNOOC for off-take
of 3.6 mtpa from QCLNG

• Executed agreement with Singapore’s
energy regulator granting BG Group an
exclusive import licence for up to 3 mtpa
of LNG

• Supplied LNG to 17 countries in the year

• First supplies of LNG to Canada, Chile,
Kuwait and Portugal

• Largest supplier of LNG to the US market

‡ Signed in February 2010.

LNG production and managed volumes (mtpa)
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2009 PERFORMANCE
BG Group’s Liquefied Natural Gas (LNG)
business performed well against a backdrop
of a 37% fall in Brent oil prices and a 53% fall
in Henry Hub gas prices, delivering total
operating profit of £1 551 million. Terming out
short-term volumes into premium markets
and the associated hedging of its profits
enabled the Group to lock in a significant
proportion of 2009 profits. In 2009, 68% of
cargoes were delivered to markets outside
the USA.

* For a reconciliation between Business Performance andTotal Results, see note 2, page 77.
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During 2009, work on two upgrades to the
Lake Charles terminal continued – the
ambient air vapourisation system and a
natural gas liquids (NGL) extraction plant
to remove higher British thermal units (btu)
products such as ethane, propane and butane
from the LNG. The new systems, expected
to be fully onstream in 2010, are expected to
reduce fuel gas consumption, thus enhancing
margins, reducing emissions and providing an
additional revenue stream from NGL sales.

UK
In July, construction of the Dragon LNG
regasification terminal (BG Group 50%) at
Milford Haven,Wales was completed and
it received its first cargo of LNG that month.
The plant commenced commercial operations
in August and received a total of 12 cargoes
during 2009. BG Group has rights to 2.2 mtpa
of capacity for 20 years.

BG Group’s capacity in Dragon LNG will help
the UKmeet the increasing demand for
imported gas, replacing declining supplies
from the North Sea. It also provides BG Group
with access to the UKmarket for its LNG.

Chile
Construction of the early gas facilities in
the GNL Quintero (GNLQ) regasification
terminal in Quintero Bay, Chile was
completed in July, approximately two
years after construction commenced.
GNLQ became the first fully land-based
regasification facility in the southern
hemisphere and the first regasification
terminal to commence operations on the
west coast of South America.

The plant is being built in a phased approach
with the early gas capacity of 1.5 mtpa being
expanded to 2.5 mtpa when the terminal is
fully operational in third quarter 2010.
BG Group is a 40% shareholder in GNLQ and
has a contract to supply up to 1.7 mtpa LNG
for 21 years. During 2009, eight cargoes were
delivered to the terminal. Chile is an attractive
market which is short of gas and where
demand is counter-seasonal to northern
hemisphere markets.

in the Surat Basin, CNOOC will also become
a 10% equity investor in the first train of
QCLNG and BG Group and CNOOC will jointly
participate in a consortium to construct and
own two LNG ships in China. The transactions
will be conditional on applicable government
and regulatory approvals.

Upon execution of a fully-termed sales
agreement with CNOOC, BG Group's
arrangements for the supply of LNG to Chile
(up to 1.7 mtpa), Singapore (up to 3 mtpa)
and China (3.6 mtpa) will account for up
to 8.3 mtpa (at plateau volume), firmly
underpinning development of the two-train
first phase of the QCLNG project.

LNG SHIPPING
BG Group’s shipping is a key enabler for the
LNG business to ensure delivery and provide
flexibility to market cargoes. BG Group has a
core fleet of ships and it contracts additional
shipping as required on a short, medium and
long-term basis in order to capture business
opportunities and maintain a balanced
shipping position. During 2009, BG Group
utilised 28 ships on average.

In 2010, BG Group will take delivery of four
new-generation LNG carriers. These ships will
be 170 000 cubic metre LNG carriers built
for BG Group with tri-fuel diesel electric
(heavy fuel oil/gas/marine diesel fuel)
propulsion and reliquefaction capability.
The new ships will be the first in the world
to integrate onboard reliquefaction with
the propulsion system, allowing natural gas
boil-off to be consumed as fuel or reliquefied
and returned to cargo tanks.

Italy
BGGroup continues to pursue the 6.0mtpa
Brindisi LNG regasification project in southern
Italy, although no construction has taken place
since February 2007. Brindisi LNG submitted
the Environmental Impact Assessment (EIA) for
the project in January 2008 and re-published
the EIA in August 2009. The EIA decree is
expected to be issued in the first half of 2010.

The timing of first deliveries to the Brindisi
terminal is dependent on how soon access
to the site can be restored and resolution of
various outstanding legal matters.

MARKETING
BGGroup’smanaged LNG volumes of 13.5mtpa
in 2009were supplied from contracted volumes
under long-term purchase agreements in place
with Atlantic LNG, Egyptian LNG, Equatorial
Guinea LNG, andNigeria LNG, as well as the
purchase of 21 spot cargoes. The Group is
targeting an increase in long-term contracted
supply to approximately 20mtpa by 2015. This
includes the anticipated 8.5mtpa from the
QCLNG project in Australia.

In 2009, BG Group managed 71 cargoes
(2008 55 cargoes) delivered into US terminals
and 151 cargoes (2008 172 cargoes) delivered
to global markets. BG Group supplied
approximately 6 million tonnes of LNG to
the Pacific Basin.

BG Group supplied LNG cargoes to 17 countries
during 2009, including its first ever cargoes
to Canada, Chile, Kuwait and Portugal. Since
2005, BG Group has supplied 21 of 22
LNG-importing countries.

In 2010, global LNG supply is expected to
increase significantly which, combinedwith
the current weakness in global gas demand,
will lead to increased pressure on pricing.
BG Group has anticipated thesemarket
developments by contracting a proportion of
the Group’s flexible LNG volumes into premium
markets to protect short-termmargins.

BG Groupwas selected by Singapore’s Energy
Market Authority to source and supply LNG
to Singapore on an exclusive basis. In June,
an Aggregator Agreement was executed for
a term of up to 20 years and it provides for
BG Group to supply up to 3 mtpa of LNG.
Initial deliveries will commence upon
commercial operation of Singapore’s first
LNG receiving and regasification terminal,
which is now expected to be in 2013.

InMay 2009, BG Group signed a LNG Project
Development Agreement with China National
Offshore Oil Corporation and its affiliates
(“CNOOC”), focused on the QCLNG project.
The agreement sets out the basis on which
CNOOC will purchase 3.6 mtpa of LNG for
20 years from the start-up of QCLNG.
CNOOC will purchase a 5% interest in the
reserves and resources of certain of
BG Group’sWalloons Fairway tenements

Dragon LNG, UK

GNL Quintero, Chile
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Comgás’sales volumes fell 20% to 4.2 bcma
during 2009, principally due to decreases in
the industrial, power and natural gas vehicles
segments. Industrial demandwasweaker
due to lower economic activity in Brazil. In
the natural gas vehicles segment, increased
competition resulted in lower volumes and,
in the power segment, higher hydro-electric
generation resulted in lower gas-fired power
demand. The domestic segment saw a 6%
increase in volumes helped by an expansion of
the residential customer base of around 72 000.

In May, Comgás had its second five-year
cycle regulatory review which established
the newmargins for 2009-2014. The review
sets assumptions for the cost of gas and the
amount that Comgás should recover from
customers for the period 2009-2010. The
review resulted in an overall price reduction
to end customers varying on average from
10-20%. As a result, the competitiveness of
natural gas compared with competing fuels
is expected to improve.

India
Gujarat Gas Company Limited (“GGCL”)
(BG Group 65.12%) celebrated 20 years
in business in 2009. Its 2009 distribution
sales volumes were 1 091 million cubic metres
(mmcm) (2008 1 093 mmcm). Despite this
slight decline in volumes due to lower gas
availability, GGCL was able to grow revenues
and profits through optimisation of its sales
mix to markets. Demand for gas in the
company’s markets exceeds long-term
contracted supply and GGCL continues to

contract additional long-term gas to enable
growth. GGCL has an agreement with GAIL
(India) Limited for the long-term purchase
of up to 2.13 mmscmd of gas from the
Panna/Mukta and Tapti fields and, during
2009, 142mmscm of short-term LNG has
made up the shortfall in gas supply. The
company continued to expand its network
and customer base, increasing its customers
to around 389 000.

Mahanagar Gas Limited (“MGL”) (BGGroup
49.75%), the gas distribution business in
Mumbai, saw 2009 volumes rise 5.8% to
587mmcm. Growthwas underpinned by an
addition of eight new compressed natural gas
(CNG) outlets bringing the total to 139, the
conversion of public transport buses to CNG,
and amajor expansion of its network taking
gas to theNaviMumbai area, increasing the
number of customers to around 423 000.

To support this volume growth, MGL has
signed long-term gas supply agreements for
additional gas from the RIL D-6 and ONGC
C Series fields and framework agreements to
source spot LNG. The second City Gate Station
at Mahapewas commissioned in September
linkingMGL to the national pipeline network,
providing access to all themajor sources of
gas, enhancing security of supply.

Formal authorisation was received for existing
and expansion areas of MGL, to build and
operate its gas supply network in accordance
with the Petroleum and Natural Gas Regulatory
Act and applicable regulations.

2009 PERFORMANCE
BGGroup’s Transmission and Distribution (T&D)
businesses increased their customer numbers
during 2009. Volumes, however, were lower
reflecting weaker demand and lower gas
availability. In Brazil, BG Group’s share of
Comgás volumes was 2.5 billion cubic metres
per annum (bcma) and, in India, BG Group’s
share of volumes from its two distribution
businesses was 1.0 bcma.

Brazil
At the end of 2009, Comgás (BG Group 60.1%)
was serving around 703 000 customers in the
São Paulo concession area. The concession
area has a population of over 29 million
and Comgás anticipates continued growth
opportunities in the future. The Comgás
network was extended by 553 kilometres
during 2009.

ARGENTINA/URUGUAY
MetroGAS
Southern Cross pipeline

INDIA
Gujarat Gas
Mahanagar Gas

BOLIVIA/BRAZIL
Comgás
Bolivia-Brazil pipeline

KAZAKHSTAN
CPC pipeline

T&D assets

Transmission andDistribution

BG Group’s T&D assets added customers, yet experienced lower volumes
due to the economic slowdown.

Comgás, Brazil
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2009 PERFORMANCE
BG Group owns 4.4 gigawatt of power
capacity which operates under two broadly
different regimes: long-term off-take
agreements and merchant plants.

In the UK, the majority of the Ballylumford
plant capacity is under contract to NIE Energy
Limited, with the balance operating in the
Irish Single Electricity Market. For Seabank
Power, all the plant capacity is under contract
to Scottish and Southern Energy plc. In the
Philippines, power is sold to Meralco, the
country’s largest power distribution company
and in Malaysia to Tenaga Nasional Berhad.

This provides largely stable operating profits
for the Group in the UK, Philippines and
Malaysia dependent on availability.

In Italy, the electricity generated by the Group’s
five thermoelectric plants is sold to the
national grid, while the steam/thermal power
is sold to the adjacent FIAT plants and other
off-takers for process and heating purposes.

In the USA, the Group’s three plants, Lake
Road, Dighton and Masspower are located in
New England and operate as merchant plants
selling energy, capacity and ancillary services
to the New England Independent System
Operator (ISO-NE).

Energy and capacity markets represent
the bulk of the US power assets’ revenues.
Capacity prices are set in advance making
this revenue stream predictable and only
dependent on the assets’ availability.

The energy contribution, however, is more
volatile and is mostly driven by system
demand and gas prices.

In 2009, as anticipated, lower demand resulting
fromweakness in the US economy and low gas
prices affecting the spark spreads, continued
to impact asset performance. In January, the
Regional Greenhouse Gas Initiative came into
effect, resulting in additional costs that were
not reflected in power prices as expected.

In Australia, the 140 megawatt (MW)
Condamine Power Station in Queensland
started operations in July and is scheduled
to reach full capacity in the first half of 2010.
The plant uses coal seam gas from QGC
reserves and delivers power into the National
Electricity Market. In April, the option
agreement with AGL Energy Limited (“AGL”),
under which AGL had the right to acquire
certain assets, one of which was the
Condamine plant, lapsed.

In the UK, at the Dragon LNG terminal,
construction of theMilford Energy Limited
(“MEL”) (BGGroup 50%) plant was substantially
completed in 2009. The plant is expected to
complete commissioning and commence
commercial operations during first quarter
2010. MEL is a combined heat and power plant
supplying up to an aggregate of 48MWof
electricity to Dragon LNG and the grid and
73megawatt thermal (MWth) of heat, in the
form of hot water, to Dragon LNG. The plant
is supplied with fuel from the Dragon LNG
terminal in the form of either natural gas or
boil-off gas.

UK
Milford Energy Limited
Premier Power (Ballylumford)
Seabank Power

PHILIPPINES
San Lorenzo
Santa Rita

AUSTRALIA
Condamine

ITALY
BG Italia Power

MALAYSIA
Genting Sanyen Power

USA
Dighton
Lake Road
Masspower

Power assets

Operating capacity
net to BG Group

Name (MW)

Premier Power (Ballylumford) 1 316

Seabank Power 565

BG Italia Power S.p.A. 400

Genting Sanyen Power
(Kuala Langat) 159

First Gas Power (San Lorenzo) 200

First Gas Power (Santa Rita) 400

Lake Road(1) 805

Masspower(1) 264

Dighton(1) 165

Condamine 140

Milford Energy Limited 24

Total 4 438

(1) ISO-NE weighted average annual installed
capacity ratings.

PowerGeneration

BG Group has a profitable portfolio of gas-fired power plants.

Condamine Power Station, Australia
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The Group’s effective tax rate during 2009
was 42.0% (2008 42.5%). Including disposals,
re-measurements and impairments, earnings
(and EPS) were £2 168 million (64.5 pence) in
2009 compared to £3 127 million (93.4 pence)
in 2008.

A ve-year summary from 2005 to 2009 of
the nancial results of BG Group’s operations
is set out on page 127.

DIVIDEND
The Board recommends a full-year dividend
of 12.35 pence per share, an increase of 10%,
reecting the Board’s condence in the
Group’s prospects.

It is the intention of the Board to continue
to increase the dividend in line with the
long-term underlying growth in earnings.

The nal dividend will be paid on 21 May 2010
(28 May 2010 in respect of American
Depositary Receipts (ADRs)).

E&P
Total operating prot was £2 087 million
(2008 £3 512 million), reecting 4% volume
growth and a stronger US Dollar, offset by
sharply lower oil and gas prices.

Production growth of 4% was held back
by weaker gas demand in a number of
BG Group’s markets. These demand conditions
are expected to persist during 2010.

Average realised gas prices per produced
therm decreased by 16%, principally reecting
lower market prices in the USA and lower
prices elsewhere indexed to these prices.

Unit lifting costs† were $3.69 per boe in 2009
compared with $3.67 per boe in 2008 and unit
operating expenditure† was $5.97 per boe in
2009 against $6.40 per boe in 2008.

Gross exploration expenditure in 2009 was
£1 902 million (2008 £2 901 million), including
£725 million relating to the acquisition of
gas resources in Australia and the USA
(2008 £1 978 million). Capitalised exploration
expenditure included in gross exploration

SUMMARY
BG Group delivered a solid nancial
performance in 2009, complemented by
strong growth in our oil and gas reserves and
resources base and excellent progress with
the development of our businesses in Brazil,
Australia and the USA.

Despite a 37% fall in Brent oil prices and a 53%
fall in Henry Hub gas prices, the Group posted
a solid nancial performance. Total operating
prot of £4.2 billion was 21% lower than 2008.
Increased production (4%) in our E&P segment
and our systematic approach to gas marketing
and price risk management greatly reduced
the impact of the weak price environment.

The Group further strengthened and rebalanced
its asset portfolio during 2009. In April, the
Group acquired additional coal seam gas
reserves and resources adjacent to key QGC
licences in Australia from Pure Energy, for
£464 million. In June, the Group invested
£605 million of cash resources to acquire a
50% interest in EXCO acreage, forming an
alliance to develop shale gas at a competitive
price in a prime US market location. These
acquisitions have further enhanced the Group’s
attractive set of investment opportunities
which also includes a strong position in the
prolic Santos basin offshore Brazil. The Group
now has in place the foundation for another
decade of high growth. During 2009, the
Group invested £5.2 billion ($8.1 billion) on
capital projects, acquisitions and its exploration
programme. Over the next three years, capital
investment is expected to average around
$8 billion per year.

The Group ended the year in a strong nancial
position with gearing of 17%, £0.7 billion of
cash and cash equivalents, and undrawn
committed credit lines of $2.5 billion.

EARNINGS AND EARNINGS PER SHARE (EPS)
Earnings were £2 263 million (EPS 67.3 pence)
in 2009 compared with £3 068 million
(EPS 91.6 pence) in 2008. Disposals,
re-measurements and impairments are
excluded in both years.

BG Group delivered a solid financial
performance in 2009, and the Board
has recommended a 10% increase in
the full year dividend.

Ashley Almanza
Chief Financial Officer

2009 Business Highlights

• Earnings* of £2.3 billion and cash flow
from operations of £4.9 billion

• LNG total operating profit of £1.55 billion

• Significant exploration and appraisal
success in Brazil

• Expansion of the Group’s portfolio via
alliance with EXCO Resources, Inc.
(“EXCO”) in the USA and acquisition
of Pure Energy Resources Limited
(“Pure Energy”) acreage in Australia

• Total reserves and resources up 10%
to 14.5 billion barrels of oil equivalent

• Investment of £5.2 billion

• Strong financial position: gearing of 17%

• Full year dividend increased by 10% to
12.35 pence per share

The operations of BG Group comprise
Exploration and Production (E&P),
Liquefied Natural Gas (LNG),
Transmission and Distribution (T&D)
and Power Generation (Power).

* Business Performance excludes disposals, certain
re-measurements and impairments as exclusion of
these items provides readers with a clear and consistent
presentation of the underlying operating performance
of the Group’s ongoing business. Unless otherwise
stated, nancial information for the Group and its
business segments presented in the Financial review
is based on BG Group’s Business Performance. For a
reconciliation between Business Performance and
Total Results, see note 2, page 77, and note 9, page 89.

† See Glossary of terms, page 130.
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expenditure was £1 651 million
(2008 £2 695 million).

LNG
Total operating prot was £1 551 million
(2008 £1 585 million). This strong nancial
performance was made possible by the
Group’s global marketing and hedging
programme which meant that protability
was not signicantly affected by sharp falls
in market prices. Total operating prot for
2009 was slightly above guidance of
£1.4 to £1.5 billion given by the Group in
the 2008 Annual Report and Accounts.

The Group’s LNG business has two separate
but related business lines: shipping and
marketing and LNG production (liquefaction).

Prots in shipping and marketing were
£1 434 million (2008 £1 524 million) as the
Group’s supply portfolio continued to be
directed to the most attractive markets
around the world.

BG Group’s share of operating prots from its
interests in liquefaction businesses increased
46% to £211 million (2008 £145 million),
principally due to higher income under the
tolling contract at Egyptian LNG and higher
volumes at Atlantic LNG.

Business development and other costs
of £94 million (2008 £84 million) were
expensed on new projects, including the
development of the Queensland Curtis LNG
Project in Australia.

BG Group has contracted sales for the
majority of LNG managed volumes from
2010 to 2012, with margins locked in on a
substantial portion of those contracts. At
reference conditions†, BG Group expects the
LNG segment to deliver total operating prot
of $1.8 to $2.0 billion in each of 2010, 2011
and 2012.

T&D
T&D revenue in 2009 increased 4% to
£1 433 million (2008 £1 383 million). Total
operating prot in 2009, including the
Group’s share of operating prot in joint
ventures and associates, increased 166%
to £426 million (2008 £160 million),
principally at Comgás.

In 2009, Comgás’ operating prot was
£381 million (2008 £115 million). Regulatory
mechanisms allow the cost of gas incurred by
Comgás to be passed through to customers
in future periods. Operating prots increased
in 2009 due to the recovery of past gas costs,
more than offsetting decreased demand in
the natural gas vehicles, industrial and power
segments. At the end of 2009, the balance of
gas costs to be recovered in future periods
was £12 million.

Financial results – Business Performance*
Revenue and other
operating income Total operating profit (a)

2009 2008 2009 2008
£m £m £m £m

Exploration and Production(b) 4 811 5 682 2 087 3 512

Liqueed Natural Gas(b) 3 908 5 426 1 551 1 585

Transmission and Distribution 1 433 1 383 426 160

Power Generation(b) 528 622 158 118

Other activities – 4 (11) (20)

Less: intra-group revenue (317) (515)

10 363 12 602 4 211 5 355

Net nance (costs)/income(c) (144) 25

Tax(c) (1 708) (2 287)

Prot for the year 2 359 3 093

Minority interest (96) (25)

Earnings 2 263 3 068

(a) Total operating prot includes the Group’s share of pre-tax operating prots in joint ventures and associates.
(b) Includes other operating income of £22 million (2008 £(9) million) in the E&P segment, £112 million

(2008 £40 million) in the LNG segment and £16 million (2008 £5 million) in the Power segment.
(c) Includes the Group’s share in joint ventures and associates.
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† See Glossary of terms, page 130.

E&P total operating profit (£m)(d)
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(d) For a reconciliation between Business Performance
and Total Results, see note 2, page 77.
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POWER
Power revenue and other operating income
decreased to £528 million in 2009
(2008 £622 million). The decrease in revenue
is principally due to reduced gas costs which
are passed through to customers.

Total operating prot of £158 million
(2008 £118 million) included the Group’s
share of operating prots in joint ventures and
associates of £92 million (2008 £81 million)
attributable to the power plants at Seabank
(UK), Santa Rita and San Lorenzo (the
Philippines), and Genting Sanyen Power
(Malaysia). The increase in operating prot
reects improved operating performance
in Italy and the USA during 2009 and
favourable exchange rates.

FINANCE COSTS
In 2009, BG Group’s net nance costs before
re-measurements and including BG Group’s
share of nance costs for joint ventures and
associates, were £144 million (2008 £25 million
income) and included foreign exchange gains
of £25 million (2008 £96 million).

Total net nance costs, including
re-measurements and BG Group’s share
of nance costs for joint ventures and
associates amounted to £162 million
(2008 £19 million income).

In 2009, net nance costs increased as a
result of lower cash balances and lower
foreign exchange gains.

TAXATION
BG Group’s tax charge in 2009 before
disposals, re-measurements and impairments
and including BG Group’s share of taxation
from joint ventures and associates was
£1 708 million (2008 £2 287 million).

The Group’s tax charge for 2009, including
disposals, re-measurements and impairments
and BG Group’s share of taxation from joint
ventures and associates was £1 677 million
(2008 £2 357 million).

In 2009, the tax charge on disposals,
re-measurements and impairments included
a £41 million charge (2008 £73 million) that
arose on the fair value re-measurement of
certain commodity contracts.

CAPITAL INVESTMENT
Capital investment in 2009 was £5 205 million
(2008 £5 444 million). This included
£464 million associated with the acquisition
of Pure Energy acreage and £605 million on
the alliance with EXCO. In 2008, £2 407 million
of expenditure was incurred on the
acquisition of QGC.

Capital investment in E&P in 2009 was
£4 226 million (2008 £4 952 million).
Investment in 2009 included the acquisition
of Pure Energy acreage, the alliance with
EXCO and ongoing investment in Brazil.
Investment in 2008 included the acquisition
of QGC in Australia.

Financial review continued

26

Payments to acquire property, plant and
equipment and intangible assets amounted
to £4 328 million (2008 £2 796 million). Capital
expenditure on investments amounted to
£736 million in 2009 (2008 £2 061 million).
In 2008, capital expenditure on business
combinations included £2 000 million, net of
cash acquired, on the acquisition of QGC.

Cash ows from nancing activities
accounted for a net cash inow of
£1 131 million in 2009 (2008 £643 million
outow). This included £1 842 million net
proceeds from the issue of new borrowings
(2008 £300 million). In 2008, £197 million
was associated with share repurchase
programmes. Cash ows from nancing
activities also included a £36 million outow
(2008 £35 million) in respect of dividends paid
to minority shareholders. Net interest paid
amounted to £106 million (2008 £19 million).

FINANCING AND CAPITAL
Total equity as at 31 December 2009 was
£14 385 million compared with £12 884 million
at the beginning of the year. For information
on the Group dividend, see page 89.

The difcult credit and banking market
conditions during 2009 did not have a
signicant effect on the nancing and
capital position of the Group.

As at 31 December 2009, net borrowings were
£2 956 million compared to £972 million as
at 31 December 2008.

As at 31 December 2009, the Group’s share of
third-party net borrowings in joint ventures

Capital investment in LNG in 2009 was
£653 million compared with £273 million
in 2008. Investment in both years included
the construction of LNG ships and the
regasication terminal projects in Quintero
Bay (Chile) and Milford Haven (UK).
Investment in 2009 also included the
regasication terminal project on Curtis Island
(Australia) and infrastructure enhancement
at Lake Charles in the USA.

Capital investment in T&D in 2009 amounted
to £151 million (2008 £136 million). Investment
in both years was incurred mainly on the
expansion of the Comgás network.

Capital investment in Power in 2009 was
£175 million (2008 £82 million) including
£120 million for the acquisition of Condamine
Power Station in Australia.

CASH FLOW
Cash generated by operations in 2009
decreased by 22% to £4 895 million
(2008 £6 274 million), principally reecting
lower commodity prices.

Cash ow from operating activities included
tax paid of £1 351 million in 2009 compared
with £1 883 million in 2008.

Dividends from joint ventures and
associates amounted to £145 million
in 2009 (2008 £151 million).

Pre-tax proceeds from the disposal of
subsidiary undertakings and non-current
assets amounted to £3 million in 2009
(2008 £17 million).

LNG
2009 2008
£m £m

Shipping and marketing 1 434 1 524

Liquefaction 211 145

Business development and other (94) (84)

Total operating prot(a) 1 551 1 585

LNG production and managed volumes (mtpa)
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(a) For a reconciliation between Business Performance
and Total Results, see note 2, page 77.
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and associates amounted to approximately
£288 million (2008 approximately
£460 million). Including BG Group shareholder
loans of £930 million (2008 £934 million), the
total Group share of these net borrowings was
approximately £1.2 billion (2008 £1.4 billion).
These net borrowings are taken into account
in the Group’s share of the net assets in joint
ventures and associates, which are accounted
for using the equity method.

Details of the maturity, currency and interest
rate prole of the Group’s borrowings as at
31 December 2009 are shown in note 17, page
94, and details of the Group’s cash and cash
equivalents as at 31 December 2009 are
shown in note 16, page 94.

BG Group’s principal borrowing entities are:
BG Energy Holdings Limited (“BGEH”),
including wholly owned subsidiary
undertakings, the majority of whose
borrowings are guaranteed by BGEH
(collectively BGEH Borrowers); and Comgás and
Gujarat Gas Company Limited, who conduct
their borrowing activities on a stand-alone
basis and whose borrowings are made without
recourse to other members of the Group.

BGEH is the Group’s principal credit rated
entity, with long-term credit ratings of A+
from Fitch Ratings Limited, A2 from Moody’s
Investors Service Ltd and A from Standard &
Poor’s. BGEH has short-term credit ratings of
F-1 from Fitch Ratings Limited, P-1 from
Moody’s Investors Service Ltd and A-1 from
Standard & Poor’s as at 10 March 2010.

As at 31 December 2009, BGEH had aggregate
committed multicurrency revolving borrowing
facilities of $1 040 million expiring in 2012,
$1 090 million expiring in 2011 and
$375 million expiring in 2010. There are no
restrictions on the application of funds under
these facilities, all of which were undrawn as
at 31 December 2009.

BGEH Borrowers had a $2.0 billion US
Commercial Paper Programme, of which
$1.3 billion was unutilised, a $2.0 billion
Eurocommercial Paper Programme of which
$1.9 billion was unutilised, and a $7.5 billion
Euro Medium Term Note Programme, of which
$5.2 billion was unutilised. In addition, at
31 December 2009, BGEH had uncommitted
borrowing facilities including multicurrency
lines, overdraft facilities of £45 million and
credit facilities of $20 million, all of which
were unutilised.

During 2009, capital markets issuance by
BGEH Borrowers included a £500 million
bond due in 2017 and a €750 million bond
due in 2013.

As at 31 December 2009, Comgás had
committed borrowing facilities of Brazilian
Reais (BRL) 1 748 million (£619 million), of
which BRL 500 million (£177 million) was
unutilised, and uncommitted borrowing
facilities of BRL 495 million (£175 million),
of which BRL 140 million (£50 million) was

demand in the US power market in 2009, the
Group reviewed the recoverable amount of its
US power assets, resulting in an impairment
charge of £83 million in the Power segment.

Re-measurements included within other
operating income in 2009 amounted to a
non-cash gain of £62 million (2008 £157 million)
attributable to the E&P segment and
£43 million (2008 £nil) attributable to the
LNG segment. The re-measurements in both
years largely consisted of mark-to-market
movements on certain long-term UK gas
contracts that fall within the scope of IAS 39,
‘Financial Instruments: Recognition and
Measurement’ and meet the denition of
a derivative.

SIGNIFICANT ACCOUNTING POLICIES
BG Group’s Principal Accounting Policies are
set out on pages 66 to 68. To apply certain of
these policies, management is required to
make estimates and assumptions that affect
reported prot, assets and liabilities. Actual
outcomes could differ from those calculated
based on estimates or assumptions.

BG Group believes that the accounting
policies associated with exploration
expenditure, depreciation, decommissioning,
impairments, nancial instruments, including
commodity contracts, and revenue recognition
are the signicant policies where changes in
the estimates and assumptions made could
have a material impact on the consolidated
Financial Statements.

One particular factor that affects most of the
policies discussed in this section is the
estimation of hydrocarbon reserves. The
Group’s estimates of reserves of gas and oil
are reviewed and, where appropriate, updated
quarterly. They are also subject to periodic

unutilised. Some of the borrowings of Comgás
have restrictions on their use, being linked to
capital projects.

The distribution of the prots of Comgás
is restricted under local legislation. Details
of these restrictions are shown in note 27,
page 112. Distribution of the prots of
BG Group’s other subsidiary undertakings
is not materially restricted.

The Group proposes to meet its commitments
from the operating cash ows of the business,
existing cash and cash equivalent
investments, the money and capital markets
and existing committed lines of credit.

DISPOSALS, RE-MEASUREMENTS
AND IMPAIRMENTS
The following items, described as ‘disposals,
re-measurements and impairments’ are
excluded from Business Performance as
exclusion of these items provides a clearer
presentation of the underlying performance
of the Group’s ongoing business. For a full
reconciliation between BG Group’s Total
Results and Business Performance, see note 2,
page 77. For further details of amounts
comprising disposals, re-measurements and
impairments, see note 5, page 87.

Disposals, re-measurements and impairments
amounted, in aggregate, to a loss of
£108 million before tax and interest
(2008 £133 million gain).

In 2009, this included an impairment charge
of £214 million. Following a signicant fall in
the Henry Hub gas price in 2009, the Group
reviewed the recoverable amount of its
Canadian E&P business, resulting in an
impairment charge of £131 million in the
E&P segment. Following lower than expected

Capital investment
2009 2008
£m £m

Intangible assets 1 653 821

Property, plant and equipment 3 258 2 193

Business combinations – 2 209

Joint ventures, associates and other investments 294 221

5 205 5 444

2009 Capital investment
by geographical area (£m)

Americas and
Global LNG 2 119

Africa, Middle
East and Asia 1 355

Europe and
Central Asia 796

Australia 935

2009 Capital investment
by business segment (£m)

LNG 653

T&D 151

E&P 4 226

Power 175
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review by external petroleum engineers. A
number of factors impact on the amount of
gas and oil reserves, including the available
reservoir data, commodity prices and future
costs, and the amount is subject to periodic
revision as these factors change.

Following a period of sustained international
growth, the Group’s cash ows and economic
returns are now principally denominated in
US Dollars. Against this background, the
Group will present its results from the
beginning of 2010 in US Dollars. For further
details, including comparative information
for the years ended 31 December 2006, 2007,
2008 and 2009 re-presented in US Dollars,
see page 114 to 117.

Exploration expenditure
BG Group accounts for exploration
expenditure under the successful efforts
method. The success or failure of each
exploration effort is judged on a well-by-well
basis as each potential hydrocarbon structure
is identied and tested. Certain expenditure,
such as licence acquisition and drilling costs,
is capitalised within intangible assets pending
determination of whether or not proved
reserves have been discovered. A review is
carried out at least annually and any
unsuccessful expenditure is written off to
the income statement. Costs that relate
directly to the discovery and development of
specic gas and oil reserves are capitalised
and depreciated over the useful economic
lives of those reserves. Certain expenditure
that is general in nature, such as geological
and geophysical exploration costs, is written
off directly to the income statement.

As at 31 December 2009, BG Group held
a balance of £4 720 million relating to
expenditure on unproved gas and oil
reserves within intangible assets. Capitalised
exploratory well costs included within this
total amounted to £1 301 million. Unsuccessful
exploration expenditure written off to the
income statement in 2009 was £349 million
(2008 £245 million).

Financial review continued
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decommissioning is based on engineering
estimates and reports. In addition, the
payment dates of expected decommissioning
costs are uncertain and are based on
economic assumptions surrounding the
useful economic lives of the elds concerned.

On the basis that all other assumptions
in the calculation remain the same, a 10%
change in the cost estimates used to assess
the nal decommissioning obligations would
result in a change to the decommissioning
provision of £70 million as at 31 December 2009.
This change would be principally offset by a
change in the value of the associated asset,
resulting in no material change to the
consolidated net assets. The impact on 2010
prot of such a change is estimated to be
£16 million (pre-tax), comprising a
£13 million change in the depreciation charge
and a £3 million change in the unwinding of
the provision charge.

Impairments
The Group reviews its assets for impairment
if there is an indication that the carrying
amount may not be recoverable. Goodwill
is subject to an impairment review at least
annually, or more frequently if events or
changes in circumstances indicate that
goodwill may be impaired. Impairment
reviews compare the carrying value of a cash
generating unit (including associated goodwill)
with its recoverable amount. The recoverable
amount is the higher of the estimated value in
use and fair value less costs to sell. Value in use
is based on the net present value of estimated
future pre-tax cash ows. Fair value less costs
to sell is based on the best evidence available
to the Group and may include appropriate
valuation techniques, market data or sales of
comparable assets. Impairment reviews cover
all operating segments.

For the purposes of impairment testing, assets
may be aggregated into appropriate cash
generating units based on considerations
including geographical location, the use of
common facilities and marketing arrangements.

Capitalised exploratory well costs relate
to areas where further work is being
undertaken on geological and geophysical
assessment, development design and
commercial arrangements.

Depreciation
E&P assets are depreciated using the unit of
production method, based on estimates of
proved developed reserves of those elds,
except that a basis of total proved reserves is
used for acquired interests and for facilities.
E&P assets associated with unconventional
resources, including coal seam and shale gas,
are depreciated using the unit of production
method based on proved plus probable
reserves, together with the estimated future
development expenditure required to develop
those reserves.

The Group estimates that a 1% change
throughout 2009 in the estimation of proved,
proved developed and proved plus probable
reserves associated with producing elds
would have changed the 2009 depreciation
charge by £9 million.

Decommissioning
Where a legal or constructive obligation
has been incurred, decommissioning
provisions are recognised in the Financial
Statements at the net present value of the
future expenditure estimated to be required
to settle the Group’s decommissioning
obligations. The discount implicit in
recognising the decommissioning liability
is unwound over the life of the provision
and is included in the income statement
as a nancial item within nance costs.
Where a provision gives access to future
economic benets, an asset is recognised
and depreciated in accordance with the
Group’s depreciation policy. Any changes to
estimated costs are dealt with prospectively.

The measurement of decommissioning
provisions involves the use of estimates
and assumptions such as the discount rate
used to determine the net present value
of the liability. The estimated cost of

Profit for the year
2009 2008

Disposals Disposals
Business re-measurements Business re-measurements

Performance and impairments Total Performance and impairments Total
£m £m £m £m £m £m

Total operating prot/(loss)(a) 4 211 (108) 4 103 5 355 133 5 488

Net nance (costs)/income(b) (144) (18) (162) 25 (6) 19

Tax(b) (1 708) 31 (1 677) (2 287) (70) (2 357)

Prot/(loss) for the year 2 359 (95) 2 264 3 093 57 3 150

Minority interest (96) – (96) (25) 2 (23)

Earnings 2 263 (95) 2 168 3 068 59 3 127

Earnings per share (pence) 67.3 (2.8) 64.5 91.6 1.8 93.4

(a) Total operating prot/(loss) includes the Group’s share of pre-tax operating prots in joint ventures and associates.
(b) Includes the Group’s share in joint ventures and associates.
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BG Group uses a range of long-term
assumptions to determine the net present
value of future cash ows for use in
impairment reviews unless, by exception,
short-term market assumptions are more
appropriate to the asset under review.
Particular assumptions that impact the
calculations are commodity prices, exchange
rates and discount rates. Page 31 to 32 includes
further detail in relation to commodity prices
and exchange rates.

E&P activities form BG Group’s largest
business segment, the results of which
are sensitive to a number of factors, but
particularly to commodity prices.

BG Group performs impairment testing for
gas and oil properties using its proved plus
probable reserves estimates, which are based
on the SEC denition.

Financial instruments
The Group is exposed to credit risk, interest
rate risk, exchange rate risk and liquidity risk.
As part of its business operations, the Group
uses derivative nancial instruments
(derivatives) in order to manage exposure to
uctuations in interest rates and exchange
rates. The Group enters into interest rate
derivatives to manage the composition of
oating and xed rate debt. The Group enters
into currency derivatives to hedge certain
foreign currency cash ows and to adjust
the currency composition of its assets and
liabilities. Certain agreements are combined
foreign currency and interest swap
transactions, described as cross-currency
interest rate swaps. The Group’s policy is
to enter into interest or exchange rate
derivatives only where these are matched
by underlying positions.

Derivatives are recognised at fair value on
the balance sheet. Certain derivatives are
designated as hedges under IAS 39, in line
with the Group’s risk management policies.
Derivatives used for hedging are measured at
fair value, and gains and losses arising from
the re-measurement of these derivatives are
either recognised in the income statement or
deferred in equity, depending on the type of
hedge. Movements in fair value of derivatives
not formally included in hedging relationships
are recognised in the income statement.

The Group calculates the fair value of medium
and long-term debt and derivatives by using
market valuations where available or, where
not available, by discounting all future cash
ows using the relevant market yield curve
at the balance sheet date.

Loans held by the Group are measured at
amortised cost except where they form the
underlying transaction in an effective fair
value hedge relationship, when the carrying
amount is adjusted to reect the fair value
movements associated with the hedged risks.

contracts (entitlement method). Differences
between production sold and the Group’s
share of production are not signicant.

Sales of LNG and associated products are
recognised when title passes to the customer.
LNG shipping revenue is recognised over the
period of the relevant contract. Revenue from
gas transmission and distribution activities is
recognised in the same period in which the
related volumes are delivered to the customer.

For power stations which are contracted
based on availability, revenue is recognised
based on the availability status of the power
station to produce at a given point in time.
Where power output is sold under pool or
other contractual arrangements and where
revenue is linked to the costs of actual
production, revenue is recognised when the
output is delivered.

All other revenue is recognised when title
passes to the customer.

PRINCIPAL RISKS AND UNCERTAINTIES
BG Group’s performance and nancial
position could be adversely affected by
various risks. The principal risks and
uncertainties are detailed on pages 30 to 33.

Ashley Almanza
Chief Financial Officer

Other nancial instruments, such as
receivables balances, are measured at
amortised cost less any provisions for
impairment. Liabilities associated with
nancial guarantee contracts are initially
measured at fair value and re-measured
at each balance sheet date.

Commodity instruments
Within the ordinary course of business, the
Group routinely enters into sale and purchase
transactions for commodities. The majority of
these transactions take the form of contracts
that were entered into, and continue to be
held for the purpose of receipt or delivery
of the commodity, in accordance with the
Group’s expected sale, purchase or usage
requirements. Such contracts are not within
the scope of IAS 39 and, accordingly, are not
recognised in the Financial Statements.

Certain short-term contracts for the purchase
and subsequent resale of third-party
commodities are within the scope of IAS 39
and are recognised on the balance sheet at
fair value, with movements in fair value
recognised in the income statement.

Certain long-term gas contracts operating in
the UK gas market fall within the scope of IAS
39. They are recognised on the balance sheet
at fair value, with movements in fair value
recognised in the income statement.

The Group uses various commodity-based
derivative instruments to manage some of the
risks arising from uctuations in commodity
prices. Such contracts include physical and
net-settled forwards, futures, swaps and
options. Where these derivatives have been
designated under IAS 39 as cash ow hedges
of underlying commodity price exposures,
certain gains and losses attributable to these
instruments are deferred in equity and
recognised in the income statement when
the underlying hedged transaction crystallises
or is no longer expected to occur.

All other net-settled commodity contracts
are measured at fair value with gains and
losses taken to the income statement. Gas
contracts and related derivatives associated
with the physical purchase, storage and
resale of third-party gas are presented on a
net basis within other operating income.

Revenue recognition
BG Group recognises revenue when the
signicant risks and rewards of ownership of
any goods and services have been transferred.

Revenue associated with E&P sales (of crude
oil and petroleum products, including natural
gas) is recorded when title passes to the
customer. Revenue from the production of
natural gas and oil in which the Group has an
interest with other producers is recognised on
the basis of the Group’s working interest and
the terms of the relevant production sharing
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This section provides a description of the principal risks and uncertainties that could have
a material adverse effect on BG Group’s strategy, performance, results, financial or trading
condition and/or reputation.

BG Group’s businesses around the world are
exposed to a number of risks and uncertainties,
each of which could potentially have a
material adverse effect on the Group’s
strategy, performance, results, financial
or trading condition and/or reputation.

It is important to note that:

• the summary of principal risks and
uncertainties, set out below, is not
presented in order of potential magnitude,
materiality or probability of occurrence;

• not all of these risks and uncertainties
are within BG Group’s control;

• while the Group has developed processes
for identifying and managing risk, it is not
possible to be certain that those processes
will be successful in fully mitigating all
relevant risks. These processes provide
reasonable, rather than absolute, assurance
and are designed to manage, rather than
eliminate, risk; and

• the Group may also be affected adversely
by other risks and uncertainties besides the
principal risks and uncertainties listed here.

Shareholders should consider the principal
risks and uncertainties described in this
section in conjunction with the Legal Notice
set out on page 130.

The Group’s evolving risk profile
In common with all companies, BG Group’s
risk profile is determined by a combination
of the Group’s own strategy and actions,
together with the effects of changes to the
external business environment within which
it operates. As explained on page 15, BG Group
expects the challenging global market
conditions of 2009 to continue through 2010.
Although some countries are demonstrating
a return to economic growth, there remains
the risk of a ‘double dip’ global recession
which could cause a prolonged period of
reduced demand for gas and oil in some
key markets and an associated period of
depressed commodity prices.

Delivery of the growth potential from the
portfolio outlined on page 15 will depend
to a significant extent upon the successful
discovery, appraisal and development of
reserves and resources, together with the

successful planning, execution and operation
of various development and expansion projects.

Project delivery also depends on BG Group
aligning its objectives with those of host
governments, joint venture partners and other
key stakeholders to minimise the potential for
political and partner risk to undermine business
plans. In that regard, it is relevant that the
Group’s overall geopolitical risk exposure has
improved in recent years as a consequence of
portfolio restructuring, particularly the rapid
growth of the Group’s material business
interests in Australia, Brazil and the USA.

These and other principal risks and
uncertainties are discussed in more detail
on pages 31 to 33.

Risk management
BG Group’s ability to protect and grow
shareholder value depends on the successful
delivery of the Group’s business objectives.
In turn, this depends on the extent to which
the Group is effective in identifying, assessing
and managing risk across the business.

BG Group has established a formal
Group-wide Business Risk Management
Process (BRMP) which is designed to ensure
that the Group actively considers and
manages internal and external risks in all
locations and at all levels of the organisation.
The BRMP is designed to facilitate the
systematic and continuous identification,
analysis, mitigation, monitoring and
communication of those risks which could
threaten the Group’s ability to deliver its
objectives. The BRMP is a mandatory internal
control across BG Group. Further details of
the Group’s Internal Control Framework,
and the assurance processes that have been
designed to ensure the Group operates
within an effective control environment,
can be found on page 48.

The Audit Committee oversees the Group’s
risk management framework and the
Governance Committee assesses the
effectiveness of the risk processes that
operate within it. The Group Executive
Committee (GEC) allocates accountability
between its members for the identification
and management of risks across the Group.
The management of specific risks is a line
responsibility, however, risks are monitored at

a Group level by the relevant Group technical
and professional functions and by the Group’s
executive sub-committees such as the Group
Performance Committee and the Energy
Trading and Credit Risk Committee.

The upheaval in global markets since 2008 has
underlined the importance of ensuring that
business strategy takes appropriate account
of macro-economic risks as well as operational
risks. The GEC undertakes a review of strategic
risks on an annual basis, and this forms a key
part of the Board’s annual strategy review.

Further detail on the Board’s review of
BG Group’s strategy can be found on page 43.

Risk information is shared across the
organisation to ensure that the Group’s
business units are aware of the wider risk
environment when assessing the challenges,
risks and uncertainties in their own areas
of responsibility.

Further details of the Board’s assessment
of the effectiveness of BG Group’s internal
control environment, including the controls
which contribute to the identification or
mitigation of risk, can be found on page 49.
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Commodity prices

Principal risks and uncertainties
BG Group’s cash flows and profitability are sensitive to natural gas,
crude oil and liquefied natural gas (LNG) prices (and related price
spreads) which are dependent on a number of factors that have an
impact on world supply and demand. The Group’s exposure to
commodity prices also varies according to a number of other factors,
including the mix of production and sales. The Group estimates that,
other factors being constant, a $1.00 rise (or fall) in oil prices would
increase (or decrease) operating profit in the Group’s Exploration and
Production (E&P) business in 2010 by approximately $90 million to
$110 million.

Rapid movement in commodity prices has led to sales prices becoming
disconnected from costs in recent years, especially as falls in industry
costs (for materials, goods and services from industry suppliers and
manufacturers) can lag behind falls in commodity prices. This puts
pressure on investment and project economics that depend in part upon
the degree and timing of commitments to particular cost structures.

Commentary
The Group’s sensitivity to oil prices is set to increase due to the
contribution of significant amounts of oil-related revenue, notably
from Brazil. However, the Group’s portfolio also includes a range of
long-term gas contracts that are not directly or immediately linked
to short-term changes in commodity prices. Additionally, some LNG
purchase contracts contain provisions under which the gas suppliers
share price risk with BG Group. The Group does not, as a matter of
course, hedge all commodity prices, but may hedge certain LNG
contracts and other revenue streams from time to time. In marketing
its gas supply portfolio, the Group undertakes commodity hedging and
trading activities, including the use of natural gas futures contracts,
financial and physical forward-based contracts and swap contracts.
Projects are screened against a wide range of external sensitivities,
including benchmark commodity prices.

Reserves development and project delivery

Principal risks and uncertainties
The Group’s ability to deliver production growth could be affected
by a number of factors, including: reservoir quality and performance;
inaccurate interpretation of received data; unexpected drilling
conditions or costs; rig availability; or inadequate human or technical
resources. During the pre-sanction phase, projects are subject to a
number of sub-surface, engineering, stakeholder, financial, macro-
economic, commercial, legal and regulatory risks. Principal risks prior
to sanction include failure to fully appreciate sub-surface, project
schedule and cost uncertainties. Failure to select the most suitable
development concept, based on a full lifecycle understanding of the
project, can expose projects to additional risk and cost. Subsequent
delivery of projects may be subject to cost and time overruns; HSSE
risks; technical, commercial, legal or regulatory compliance failures;
equipment shortages; the availability, competence and capability of
human resources and contractors; unscheduled outages; mechanical
and technical difficulties; and gas pipeline system constraints. In many
cases, the cause of delay or cost overrun in project implementation can
be the misalignment of partner objectives. Political factors can also
often be a significant risk to project delivery. The Group’s move into
unconventional gas (such as shale and coal seam gas), operating in
deep water carbonate reservoirs, and the inherent complexity of some
projects, given their scale and the number and range of stakeholders,
all present further challenges to successful project delivery.

Commentary
Development planning and project delivery are subject to internal
assurance processes to optimise designs and minimise risk. Due
diligence prior to the final investment decision includes scrutiny of
feasibility studies, concept selection and definition, project planning,
commercialisation options and project economics. Projects are
screened against a wide range of external sensitivities, including
stakeholder issues (such as issues relating to partner alignment),
commodity prices and input costs.

The Group has an ongoing programme focused on ensuring optimal
project management, clear accountabilities for delivery and the best
possible deployment of project management capability across the
portfolio. Performance is assured against Group-wide mandatory
technical standards and strict capital and cost discipline is applied to
protect value. The Group seeks to ensure that effective stakeholder
alignment enables an adequate degree of control during project
construction and operation.

Operational performance

Principal risks and uncertainties
BG Group’s production volumes (and therefore revenues) are dependent
on the continued operational performance of its producing assets. The
Group’s producing assets are subject to a number of operational risks
including: reduced availability of those assets due to planned activities
such as maintenance or shutdowns; unplanned outages which may, for
example, be due to equipment or human failure; asset integrity and
health, safety, security and environmental (HSSE) incidents; adverse
reserves recovery from the field; the performance of joint venture
partners; the performance of our contractors; and exposure to natural
hazards, such as extreme weather events.

Commentary
The Group has mandatory policies and standards governing all aspects
of operation, including HSSE and asset integrity. These are supported
by assurance processes which are supervised by the Group’s technical
functions and are applied globally.
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Political context and stakeholder relationships

Principal risks and uncertainties
BG Group faces a range of political risks. For instance, governments
may alter fiscal or other terms governing oil and gas industry
operations, especially where they face financial pressures, or may
act (or fail to act) in a way which delays project schedules or increases
costs, thus destroying value. In addition, BG Group needs to work
together with governments and national oil companies in order to
secure access to new resources and ensure the successful monetisation
of existing resources. In such cases, political considerations can
influence decision making.

Similarly, BG Group will be exposed to risk if it does not recognise, and
take account of, the interests of the communities in the areas where it
operates. BG Group’s operations will only be sustainable and successful
over the long term if its local stakeholders see benefit from them and
support the Group’s presence.

Commentary
The commitments in BG Group’s Business Principles form the basis
of the Group’s efforts to address these issues and are summarised
on pages 34 to 37 and in the Sustainability Report, published at
www.bg-group.com/sustainability

Under those commitments, BG Group seeks to:
• apply the highest standards of conduct to all of its activities;
• set safety as an overriding priority at all times;
• act as a model employer;
• work closely with local communities; and
• follow international best practice on environmental issues.

From this starting point, BG Group works to ensure that governments
and national oil companies see it as a partner of choice. The Group
seeks to understand their priorities and interests and seek alignment
with them wherever possible, while making it clear that contract
sanctity and stability are essential to attract and underpin direct
foreign investment.

BG Group also aims to ensure that its portfolio is appropriately
diversified. In that respect, expansion in Australia, Brazil and the
USA, has changed positively the overall balance of political risk.

Exchange rates

Principal risks and uncertainties
BG Group’s financial results up to and including the results for the
financial year ended 31 December 2009 have been reported in Pounds
Sterling. A significant majority of the Group’s business activity is
conducted in US Dollars, and the Group holds substantial US Dollar-
denominated assets, as well as other non-Sterling assets and liabilities.
Consequently, the Group’s results and financial position were affected
by exchange rate fluctuations.

From 1 January 2010, the Group will report its financial results in
US Dollars. As a result of business activities, and asset and liability
positions, conducted or held in other currencies, the Group’s results
and financial position will continue to be affected by exchange
rate fluctuations.

Commentary
The Group mitigates its exposure to certain currencies other than
the US Dollar (primarily Pounds Sterling, the Brazilian Real and
the Australian Dollar) by denominating a portion of its after-swap
borrowings in such currencies, with the balance denominated in
US Dollars. The Group hedges certain expected cash flows into
US Dollars. Currency hedging is also undertaken to mitigate currency
exposure in certain cross-border transactions.

Interest rate and liquidity risk

Principal risks and uncertainties
BG Group’s financing costs may be affected by interest rate volatility.
The Group is also exposed to liquidity risks, including risks associated
with refinancing borrowings as they mature, the risk that borrowing
facilities are not available to meet cash requirements and the risk that
financial assets cannot readily be converted to cash without loss of
value. Failure to manage financing risks could have a material impact
on the Group’s cash flow, balance sheet and financial position.

Commentary
The Group’s interest rate management policy requires that borrowings
are substantially floating rate. Exceptions from this policy require
approval from the Group’s Finance Committee. The Group maintains
adequate committed borrowing facilities and holds its financial assets
primarily in short-term, highly liquid investments that are readily
convertible to known amounts of cash. The Group imposes limits on
the amount of borrowings that mature within any specific period.



BG Group Annual Report and Accounts 2009

D
irectors’R

eport
B
u
sin

ess
R
eview

33
D

irectors’R
eport

Corporate
G

overn
an

ce
Fin

an
cial

Statem
ents

Sh
areh

older
In

form
ation

Credit

Principal risks and uncertainties
The challenging credit environment witnessed during the past
two years has highlighted the importance of managing credit risk.
BG Group’s exposure to credit risk takes the form of a loss that would
be recognised if counterparties (including sovereign entities) failed, or
were unable, to meet their payment or performance obligations. These
risks may arise in all forms of commercial agreements and in certain
agreements relating to amounts owed for physical product sales, the
use of derivative instruments, and the investment of surplus cash
balances. The Group is also exposed to political and economic risk
events that exacerbate country risk, which may cause non-payment
of foreign currency obligations to BG Group by governments or
government-owned entities, or otherwise impact successful project
delivery and implementation. The impact of credit issues could also
lead to the failure of companies in the sector, potentially including
partners, contractors and suppliers.

Commentary
Credit exposure risk is monitored centrally for individual transactions
including concentration risk and the appropriateness of limits. The
Group considers each counterparty’s (including sovereign entities’),
financial and credit condition prior to entering into commercial
contracts, trading sales agreements, swaps, futures and options
contracts. The Group may also seek contractual or other forms of
protection or mitigation, including cash collateral, letters of credit,
security over assets or parent company guarantees. Where multiple
transactions are undertaken with a single counterparty or group
of related counterparties, the Group may enter into a netting
arrangement. For physical commodity trading, the Group seeks to
put in place bespoke master netting agreements or standard
arrangements appropriate to the local market.

Health, Safety, Security and Environment (HSSE)

Principal risks and uncertainties
Upstream production of hydrocarbons, and the management of them
midstream, and downstream, present a number of HSSE risks and the
inherent potential for major accidents or incidents. These include:
asset integrity failure, leading to a loss of containment of hydrocarbons
and other hazardous materials; personal health and safety; natural
disasters and pandemics; and breaches of security. The Group often
operates in harsh and remote working environments. Major accidents
or incidents and/or the failure to manage these risks could result in
injury or loss of life, damage to the environment, or loss of certain
facilities with an associated loss or deferment of production and
revenues. Access to gas and oil resources may be affected by
developments in policies intended to protect local habitats.

Commentary
Safety and asset integrity are overriding priorities for the Group. The
Group designs and operates management systems and tools to help it
manage risks in these areas. The Group’s mandatory HSSE and Asset
Integrity Standards are regularly reviewed to ensure they are in line
with industry best practice, and are embedded in the organisation
through extensive training backed up by regular audits and
assessments. Contractor management is recognised as an essential
part of good safety management and the Group seeks to ensure that
its worldwide contractor community understands and applies the
Group’s safety culture and processes in their own operations. Further
details of the Group’s approach to HSSE are set out in The way we
work section on pages 34 to 37.

Climate change

Principal risks and uncertainties
Policies and initiatives at national and international level to address
climate change are likely to affect business conditions and demand for
various types of energy in the medium to long-term. Worldwide policy
and regulatory actions are driving targeted reductions in greenhouse
gas (GHG) emissions which will in turn influence the future of the
energy industry. Policy approaches that promote the usage of
alternative energy sources (such as renewables, biofuels, hydro-electric
power and nuclear power) may have an impact on BG Group’s ability
to maintain its position in key markets. Additionally, new regulatory
regimes intended to establish emissions trading schemes could alter
hydrocarbon production economics.

Commentary
Public policy responses to climate change continue to evolve, and the
Group closely monitors developments in this area. Group strategy takes
account of the fact that the energy industry will necessarily play a role
in the solution to climate change and that natural gas has a recognised
contribution to make. Many governments are seeking increased natural
gas utilisation as a lower-carbon alternative to coal or oil within the
context of their broader climate change mitigation strategies. The
Group seeks to leverage its core competence across the gas chain to
capitalise on the opportunity gas offers in reducing global GHG
emissions. Assessments of physical and economic risks, reviews of
scenarios for future uses of energy as well as the current and future
policy environment, all play a part in our response to climate change.
The Group actively identifies and carries out projects to minimise GHG
emissions across its existing operations and in new developments,
including applying ‘Best Available Techniques’ to help meet a Group
target of a one million tonne reduction in emissions (compared to a
‘no-action’base case) between 2007 and 2012. All new developments
take into account national and international initiatives to reduce GHG
emissions, including the opportunity to participate in applicable
carbon-emissions trading schemes. Further details of the Group’s
approach to climate change are set out in the BG Group Sustainability
Report, available online at www.bg-group.com/sustainability
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Conduct

Business Principles

BG Group believes that the manner in which
a company achieves its objectives matters
as much as the outcome. A business goal
delivered with integrity and transparency
is significantly more likely to create value
over the long-term compared with
approaches that do not conform to the
highest ethical standards.

The Group has developed a range of training
modules and compliancemonitoring systems
to seek to ensure that all employees understand
and follow core rules defining acceptable
conduct. During the year, the Group also
workedwith contractor companies to design
and test a new system to identify and address
areas inwhich contractor activitiesmight
compromise the Group’s Business Principles.

In 2009, BG Group approved the
establishment of an Ethical Conduct

Compliance Unit to coordinate anti-corruption
activities within the Group and promote
ethical conduct. The Unit’s responsibilities
will include deterring and detecting breaches
of BG Group’s Ethical Conduct Policy and
managing the BG Group Speak Up Policy.

BG Group’s Speak Up Policy provides for
employees and third parties (such as
contractors) to raise concerns in confidence
and anonymously via an independent external
provider. The Group’s Speak Up Policy includes
a duty on all employees to report suspected
breaches of the Business Principles or other
misconduct, either by raising concerns with
line managers or via the Speak Up Policy.

During 2009, there were 125 cases reported
under the Speak Up Policy, compared with
70 cases reported in 2008. 2009 was the first
full year for the new Speak Up Policy.

Our People

Business Principles

The expertise, integrity and creativity of
BG Group’s employees is central to the
Group’s success.

As at 31 December 2009, BG Group employed
a total of 6 191 people, drawn frommore than
75 nationalities, the majority of whomwork
outside the UK. The Group takes the issues of
equality, diversity and the full and fair
treatment of people with disabilities seriously
and encourages its partners to do likewise.

BG Group seeks to provide attractive career
opportunities and to support career mobility
across its global workforce. During the year,
17% of employees changed roles within
the Group, and 623 employees were on
assignments outside their home country. The
employee turnover rate for 2009 was 7%.

•We treat people with fairness, respect
and decency

•We help employees develop their potential

•We believe that all injuries are preventable

•We provide healthy, safe and secure work
environments

The Group is committed to developing
the potential of its people. Line managers
conduct a formal review of each employee’s
development every year.

Safety
The safety of people and operations is
BG Group’s highest priority. However, the
management of effective safety systems
across the Group’s worldwide contractor
community is a significant challenge,
particularly in countries where the Group’s
mandatory safety standards are more
demanding than those evident in local
working practices. Additionally, wide
variations between countries in cultural
attitudes towards hazards can have the effect
of circumventing formalised safety processes.

•We act with integrity, fairness and
transparency

•We comply with legal, regulatory and
licence requirements

•We do not tolerate corruption in any form,
whether direct or indirect

• Our investment criteria take account of
economic returns, environmental impacts,
social consequences and human rights

• High standards of corporate governance are
integral to the way we manage our business

Thewaywework

BG Group’s Business Principles set out the values and behaviours that we believe are integral to
the creation of sustainable value for our shareholders.

Directors’ Report: Business Review

BG Group’s Business Principles define the
standards of ethical conduct against which
wemeasure ourselves. They also define the
Group’s responsibilities to its employees, to
the societies within which the Group works
and to the environment.

The Group believes that operating in
accordance with its Business Principles
is an essential prerequisite for sustainable

long-term performance. In our view, there
is no trade-off between performance and
principles; the former is underpinned by a
commitment to apply the latter across all
of our businesses.

Delivery of the Group’s business objectives
depends on the development of positive
relationships with awide range of key
stakeholders, including governments,

Society

Environm

ent

Conduct Our People

Business
Principles
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communities, partners, contractors, employees
and customers.Without a strong alignment
between the Group’s ambitions and the
objectives of our stakeholders, business success
over the long-term cannot be guaranteed.

Equally, in our view, the most enduring and
mutually beneficial relationships are those
which are founded on the Group’s resolve
to adhere to the Business Principles.

The principles set out below are therefore
at the core of the Group’s commitment to
sustainability; a commitment which is
overseen at Board level by the Sustainability
Committee, details of which are set out on
page 47.

Further information on BG Group’s
performance and approach to
sustainability can be found in our
online Sustainability Report at
www.bg-group.com/sustainability

More online at www.bg-group.com/sustainability

BG Group believes the increase in reported
cases year-on-year is due to the extension
of the new Policy’s scope to cover breaches
of our Business Principles, the new duty on
employees to report their concerns, measures
to increase the awareness of the Policy and
the introduction of a broader range of
reporting routes compared with the previous
‘whistleblowing’ policy.

Reported cases break down as follows:

• 44% related to general workplace concerns,
including allegations of harassment and
unfair treatment;

• 32% related to malpractice, including
allegations of corruption;

• 18% related to fraud; and

• 6% related to HSSE concerns.

Every report was fully investigated, and all
investigations were monitored by the General
Counsel. As a result of these investigations,
disciplinary action (ranging from a formal
warning up to dismissal) was taken against
15 employees and contractors.

The Business Principles Investigations
Committee has oversight of the concerns
raised via Speak Up. It reviews investigations
and ensures the appropriate action is taken
to address issues identified, providing
feedback to the relevant business unit for
action, while preserving confidentiality. The
General Counsel provides quarterly statistical
reports to the Governance Committee and
the Group Executive Committee (GEC). The
GEC, Sustainability Committee and Audit
Committee are also provided with an annual
statistical overview.

The BG Group Ethical Conduct Policy
defines the core ethical behaviours
expected of all employees, including:

• we do not give or receive bribes or
facilitation payments;

• we apply strict limits to the value
of corporate hospitality and gifts
given or received, particularly in
the case of public officials;

• we do not make political donations
or incur political expenditure;

• we seek to avoid any real or
perceived conflict of interest; and

• we conduct appropriate due diligence
in the selection of joint venture
partners and contractors.

BG Group is committed to working with
contractors to ensure that their safety
practices are in line with the safety standards
expected of the Group’s own employees.
Despite that commitment, as the Chief
Executive reports in his statement on pages
8 to 9, during 2009, two contractors died
while performing services for BG Group. In
2010, the Group will further strengthen its
efforts to ensure that contractors develop the
appropriate levels of safety competency.

Total Recordable Case Frequency (TRCF)
measures the number of injuries per million
work hours and is the headline indicator
of the Group’s safety performance.
Reflecting this, TRCF is one of the Group’s
key performance indicators (see page 4).

Overall TRCF performance improved in 2009
to 1.59. However, the Group did not achieve its
full year target of 1.35, despite a significant
improvement in overall performance as the
year progressed: TRCF for the second half of
2009 was 1.27.

The 2009 TRCF figure includes data from
the QGC business in Australia, acquired
by BG Group in late 2008. At the time of
acquisition, QGC’s safety performance was
inferior to the BG Group average. Safety
performance at QGC improved markedly in
2009 and will continue to be a focus area
in 2010. If QGC data is excluded, the Group’s
overall TRCF for the year falls to 1.35.

Total Recordable Case Frequency
(per million work hours)

1

2

3

20092008200720062005

1.5
91.7
4

1.5
81.6
6

2.
39

More online at www.bg-group.com/sustainability
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Directors’ Report: Business Review36

Environment

Business Principles

Climate change is an issue of critical global
concern. The challenge for society is to meet
growing energy needs while managing the
growth of, and ultimately reducing,
greenhouse gas (GHG) emissions.

Although non-hydrocarbon energy sources
are growing in scale and significance, they
currentlymeet only a small proportion of overall
global energy demand. Fossil fuels will therefore
continue to be the predominant global energy
source in the near andmedium-term future.
GHG emissions fromnatural gas combustion
are on average 22% lower than emissions from
oil use and 40% lower on average than coal.
BG Group believes that natural gas is an
essential ‘bridge’ fuel, helping tomeet growing
global energy needswhile also contributing to
strategies to limit GHG emissions.

BG Group’s strategic analysis of the business
risks arising from climate change includes an
assessment of the physical risks to operations,
as well as the potential impact on financial
performance arising from actual or proposed
regulatory schemes to disincentivise or cap
GHG emissions.

The Group also works to minimise its own
GHG emissions in its operations, reporting

•We make a positive contribution to the
protection of the environment

•We go beyond compliance with local
environmental regulation to meet
internationally accepted best practice

•We reduce to the minimum practicable
any adverse effects of our operations on
the environment

in detail on progress against its GHG
reduction target in its annual Sustainability
Report, which can be found online at
www.bg-group.com/sustainability

In 2009, operations directly under the control
of BG Group emitted 8.6 million tonnes
carbon dioxide equivalent (CO2e), a decrease
of 0.2 million tonnes (2%) compared to 2008.

The Group alsomeasures CO2e emissions
on an equity-share basis, reporting those
emissions as a proportion of the total in line
with the Group’s equity share in the operation,
regardless of control. Equity share emissions
from BGGroup-operated and non-operated
activities were 13.9million tonnes CO2e,
approximately the same as the 2008 emissions.

In 2007, BG Group committed to
improvements to existing operations and
proposed new projects in order to achieve a
sustainable reduction in the Group’s GHG
emissions of one million tonnes by 2012. The
target reduction is measured against a
‘no-action’ base case across existing and
planned operations between 2007 and 2012.

As at 31 December 2009, BG Group had
achieved a sustainable GHG reduction of

Society

Business Principles

Achievement of BG Group’s long-term
business objectives depends to a significant
extent on the support of host communities,
governments and other stakeholders with
a local interest in the Group’s activities.
Many of the Group’s operations are located
in areas with complex social, developmental
and economic challenges. BG Group aims
to contribute to the socio-economic aspects
of the broader sustainable development
agenda of host communities and
governments, as encapsulated within the
Group’s Social Performance governance
framework and Standard.

The governance framework consists of a policy
statement, the Social Performance Standard
(together with implementation guidelines
and tools) and an assurance process.

The Social Performance Standard is closely
aligned with the International Finance
Corporation (IFC) Policy and Performance
Standards on Social and Environmental
Sustainability, which are the industry
benchmarks for good practice. The
BG Group Social Performance Standard is
integrated into the Group’s core business
processes, including the development
project value assurance process.

•We work to ensure that neighbouring
communities benefit from our presence
on an enduring basis

•We listen to neighbouring communities
and take account of their interests

•We support human rights within our
areas of influence

During the year, BG Group continued
to implement the standard across all
Group-operated businesses, with training
and capability development in Australia,
Bolivia, Brazil, India, Italy and Nigeria. By
the end of 2009, the standard had been
introduced in the 10 priority assets assessed
to have the highest levels of social
performance exposure, and good progress
was being made towards compliance.

The Social Performance Standard requires
BG Group businesses to undertake a number
of critical activities including the development
of a socio-economic baseline assessment, and
the creation of a detailed Social Performance
implementation plan.

The socio-economic baseline assessment
gathers quantitative and qualitative data
on a range of factors, including health,
education, employment, mortality and
access to infrastructure, which indicate the
current status of the community. Generally
undertaken by independent experts, the
baseline assessment provides a blueprint
for the management of all aspects of Social
Performance, helping the Group’s businesses
to identify and manage potential risks which
could adversely affect the communities
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approximately 581 000 tonnes and is on
track to meet its 2012 target.

Local environmental protection
BG Group takes a structured approach to
the implementation of environmental risk
management.

This approach includes undertaking
Environmental Impact Assessments in
parallel with environmental engineering
processes when planning new projects,
and a requirement that BG Group operations
seek to identify and apply the Best Available
Techniques for environmental protection
through design. In 2009, the Group also
introduced a new Biodiversity Standard to
be put into effect across BG Group-operated
businesses.

At the end of 2009, 86% of the Group’s
operated businesses had been certified to the
International Environmental Management
Standard ISO 14001. The Group continues to
work towards full ISO 14001 certification in
all major BG Group operations.

involved. In 2009, BG Group completed
baseline assessments in six priority countries.
BG Group baseline assessments are generally
carried out at the same time as, or shortly
before, social impact assessments.

The Social Performance implementation plan
then builds on the detailed information
yielded from the socio-economic baseline
assessment to provide a structured
framework for the management of social risks.
The plan provides the Group’s businesses with
a clear definition of how best to engage
community stakeholders and achieve the
delivery of enduring local benefits. In 2009,
Social Performance plans were developed in
eight priority countries.

Human rights
BG Group supports the principles of the
Universal Declaration of Human Rights as
well as the core International Labour
Organisation conventions on equality,
freedom of association and the abolition of
forced and child labour. The Group is a
signatory to the United Nations Global
Compact (UNGC) and supports the UNGC’s
six principles relating to human rights. The
Group is also fully committed to the Voluntary
Principles on Security and Human Rights.

Social Performance standard

GHG emissions: by source(a)

(million tonnes carbon dioxide equivalent)

2

4
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20092008200720062005

(a) Under BG Group control. Excludes system (fugitive)
losses of no more than 21 000 tonnes CO2e per annum.

Venting

Flaring

Fuel use

Distribution losses

Electricity generation

Understanding the context

• Socio-economic baseline assessments
• Local impact assessments
• Consultation with local stakeholders

Providing assurance

• Approval of Social Performance plans
• Informing value assurance processes
• Evaluation and reporting

Managing Social Performance risks

• Involuntary resettlement of
communities

• Indigenous peoples’ rights
• Cultural heritage issues
• Targeting appropriate social investment

Commitments under the BG Group
Human Rights Policy include:

• wewill pay fair wages andwill
not employ forced, bonded or
child labour;

• we seek to ensure any security
forces guarding our operations
respect human rights;

• we will take particular measures
where our operations may impact
the human rights of indigenous
peoples; and

• we encourage our partners and
contractors to demonstrate the
same level of commitment to
human rights.

The BG Group environmental
standards address areas including:

• air quality, based on UK, EU and
US standards;

• water quality, based on UK, EU
and US standards;

• greenhouse gas management,
aimed at reducing GHG emissions
per unit of production, gas
throughput, gas transported or
electricity produced;

• the use of Best Available
Techniques for environmental
protection to reduce environmental
impacts to a practicable minimum;

• resource use and waste
management, aimed at
minimising resource demand
and waste generation; and

• biodiversity, setting out details
of requirements to promote and
protect biodiversity within the
Group’s areas of operations.

More online at www.bg-group.com/sustainability

More online at www.bg-group.com/sustainability
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1. Sir RobertWilson KCMG
Chairman (age 66)
Appointed Chairman in January 2004,
having been a Non-Executive Director
since September 2002.

Committeemembership: Chairman’s*, Finance*,
Nominations*, Remuneration and Sustainability.

Skills and experience:Most of Sir Robert’s
career waswith Rio Tintowhere he became
Chief Executive in 1991 and then Executive
Chairman from 1997 until his retirement
in 2003.

From 2003-2009, hewas non-executive
chairman of The Economist Group.

External appointments: Sir Robert is
currently senior independent director
of GlaxoSmithKline plc.

2. Frank Chapman
Chief Executive (age 56)
Appointed Chief Executive in October 2000,
having been appointed to the Board in
February 1997.

Committeemembership: Group Executive*,
Chairman’s, Finance and Sustainability.

Skills and experience: Frank joined British Gas
plc in November 1996 asManaging Director,
Exploration and Production. He is an engineer
and hasworked in the oil and gas industry for
35 years. Prior to joining the Group, he spent a
total of 22 years with Shell and BP.

External appointments: No external director
appointments.

3. Ashley Almanza
Chief Financial Officer and ExecutiveVice
President &Managing Director, Europe&
Central Asia (age 46)
Appointed Chief Financial Officer in August
2002 and assumed interim responsibility for
themanagement of the Europe& Central Asia
region in November 2009.

Committeemembership: Group Executive,
Chairman’s and Finance.

Skills and experience: Ashley joined British
Gas plc in 1993 and has held a number of key
management roles in BGGroup, including
Group Finance Director, seeing the Group
through the de-merger of Lattice in 2000. He
is currently responsible for themanagement
of the Europe and Central Asia region, Group
finance, tax, treasury, investor relations, mergers
and acquisitions, internal audit and secretariat.
A chartered accountant with aMBA from
London Business School, he serves as chairman
of The 100 Group, which represents finance
directors of the UK’s largest listed companies.

External appointments: No external director
appointments.

4.Martin Houston
Executive Director and ExecutiveVice
President &Managing Director, Americas
and Global LNG (age 52)
Appointed to the Board in February 2009.

Committeemembership: Group Executive
and (from February 2010) Sustainability.

Skills and experience:Martin joined British
Gas plc in 1983 andwas appointed BGGroup
ExecutiveVice President in 2000. Based in
Houston, he is responsible for the Group’s
activities in the Americas and for the Group’s
global LiquefiedNatural Gas (LNG) activities.
Martin has gained extensive international
experience from awide variety of technical,
commercial andmanagement roles and has
played a leading role in developing the Group’s

LNG business. He is a fellow of the Geological
Society of London.

External appointments: No external director
appointments.

5. Baroness Hogg
Non-Executive Director (age 63)
Appointed as a Non-Executive Director in
January 2005.

The Board nominated her as Senior
Independent Director from 1 January 2009.

Committeemembership: Audit, Nominations
and Remuneration*.

Skills and experience: Baroness Hogg is a former
head of the PrimeMinister’s Policy Unit and has
extensive experience of business, government
and themedia, including her former role as a
Governor of the BBC.

External appointments: Baroness Hogg
is chairman of 3i Group plc and Frontier
Economics Ltd and is deputy chairman of
the Financial Reporting Council. InMay 2010,
Baroness Hoggwill become chairman of the
Financial Reporting Council.

6. Peter Backhouse
Non-Executive Director (age 58)
Appointed as a Non-Executive Director in
July 2000.

Committeemembership: Audit and
Sustainability.

Skills and experience: Peter was formerly
executive vice president, refining and
marketing at BP Amoco plc. Previous roles
at BP included deputy chief executive of BP Oil
and chief executive of BP Oil Europe. He gained
considerable gas experience in international
LNG and in UK natural gas as head of BP’s UK
gasmarketing business.

External appointments: Peter is amember
of the advisory board of Carlyle/Riverstone
Energy Partners, a US private equity fund.

Board ofDirectors

Directors’ Report: Corporate Governance38

* Committee Chairman.

1 2 3
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7. Jürgen Dormann
Non-Executive Director (age 70)
Appointed as a Non-Executive Director in
June 2005.

Committeemembership: Remuneration
and Sustainability.

Skills and experience: Jürgenwas chairman of
Adecco S.A. (Switzerland) until 31 December 2008
andwas chairman of Swiss-based ABB Ltd from
November 2001 toMay 2007, having been a
non-executive director sinceMay 1998. Prior to
his roles at ABB, he had a successful career at
Hoechst and Aventis spanning almost 40 years.
He has previously been a non-executive director
of IBMCorporation and vice-chairman of
Sanofi-Aventis S.A.

External appointments: Jürgen is chairman of
the board at Metall Zug AG (Switzerland) and
Sulzer Limited (Switzerland).

8. Sir DavidManning GCMGCVO
Non-Executive Director (age 60)
Appointed as a Non-Executive Director in
July 2008.

Committeemembership: Sustainability.

Skills and experience: Sir Davidwas amember
of the Foreign and Commonwealth Office for
35 years, serving inWarsaw, NewDelhi, Paris,
Moscow, Tel Aviv and Brussels. He retired from
the Diplomatic Service in 2008 after four years
as British Ambassador to the United States.
Sir David has previously been a non-executive
director of Lloyds Banking Group plc.

External appointments: Sir David is also a
non-executive director of LockheedMartin
UKHoldings Ltd, and is a trustee of Turner
Contemporary.

9. Dr John Hood
Non-Executive Director (age 58)
Appointed as a Non-Executive Director in
April 2007.

Committeemembership: Audit and
Sustainability.*

Skills and experience: Dr Hoodwas vice-
chancellor of the University of Oxford from
2004 until September 2009. Hewas formerly
vice-chancellor of the University of Auckland
and amember of the Growth and Innovation
Advisory Board and the Enterprise Council of
the PrimeMinister of New Zealand. He has also
been a director of a number of New Zealand-
based companies including the Fonterra
Co-operative Group Ltd and ASB Bank Limited, a
subsidiaryof theCommonwealthBankofAustralia,
andwas chairman of Tonkin&Taylor Ltd.

External appointments: Dr Hood is currently
non-executive chairman ofMatakina
Technology Ltd in New Zealand and became
president and chief executive officer of the
Robertson Foundation in January 2010.

10. Mark Seligman
Non-Executive Director (age 54)
Appointed as a Non-Executive Director in
December 2009.

Committeemembership: Audit and
Sustainability (both from February 2010).

Skills and experience: A chartered accountant,
Mark has held senior roles at Barclays de Zoete
Wedd and SGWarburg& Co Ltd. He is a former
chairman of UK Investment Banking at Credit
Suisse and a formermember of the bank’s
Global Investment Banking Executive Board.

External appointments:Mark is currently
a senior adviser to Credit Suisse. He is a
non-executive director of G4S plc and serves
as an alternatemember of the Panel of
Takeovers andMergers and is chairman of
the Industrial Development Advisory Board.

11. Lord Sharman
Non-Executive Director (age 67)
Appointed as a Non-Executive Director in
October 2000.

Committeemembership: Audit* and
Nominations.

Skills and experience: A chartered accountant,
Lord Sharmanwas chairman of KPMG
International from 1997 to 1999, having been
senior partner since 1994.

External appointments: Lord Sharman is
non-executive chairman of Aviva plc and
a non-executive director of Reed Elsevier plc.

12. PhilippeVarin
Non-Executive Director (age 57)
Appointed as a Non-Executive Director in
May 2006.

Committeemembership: Audit and
Remuneration.

Skills and experience: Until April 2009,
Philippe had spent six years as chief executive
of Corus, duringwhich time he led themerger
with Tata Steel, India in 2007. Prior to this,
Philippe spent 25 years with the Pechiney
Group,most latterly as senior executive vice
president of the aluminium sector and a
member of Pechiney’s executive committee.

External appointments: Philippewas
appointed chairman of themanaging board
of PSA Peugeot Citroen in June 2009.

4 5 6

10 11



Directors’ Report: Corporate Governance

www.bg-group.com

Group Executive Committee andCompany Secretary
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1. Frank Chapman
Chief Executive (age 56)

Membership of Group Executive Committees:
Exploration and Appraisal*, Investment, Group
Performance and Reserves.

2. Ashley Almanza
Chief Financial Officer and ExecutiveVice
President &Managing Director, Europe
and Central Asia (age 46)

Membership of Group Executive Committees:
Investment*, Group Performance and Energy
Trading and Credit Risk.

3. Martin Houston
Executive Director and ExecutiveVice
President &Managing Director, Americas
and Global LNG (age 52)

Membership of Group Executive Committees:
Group Performance.

4. Jørn Berget
ExecutiveVice President &Managing Director
BG Advance (age 57)

Skills and experience: Jørn joined the Group
in November 2004 from Shell and brings over
30 years’ international experience in the oil
and gas industry, covering all aspects of the
exploration and production business with
assignments in the UK, Europe, the Gulf, the
Far East, South America and the USA. He is
responsible for the following Group functions:
HSSE; geology& geophysics; petroleum
engineering; engineering; operations; well
engineering; contracts & procurement and
strategy& portfolio development. BG Advance
is responsible for exploration, capital projects
and IT & technology and also provides the
Groupwith technical and commercial
assurance and services, including resourcing
and development of staff capabilities.

Membership of Group Executive Committees:
Exploration and Appraisal, Investment, Group
Performance* and Reserves*.

1 2

6 7

The Group Executive
Committee has primary
authority for the day-to-day
management of the Group’s
operations, within the agreed
limits set by the Board.

* Committee Chairman
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5. Robert Booker
ExecutiveVice President, Human Resources
(age 43)

Skills and experience: Prior to joining the
Group in 2006, Robert worked as a senior
HR consultant for Ernst &Young andMercer
Human Resource Consulting in the UK and
Canada. He is a chartered accountant and
holds aMasters in Finance from London
Business School.

Robert is currently responsible for all matters
relating to human resources strategy and policy.
Hewas appointed to his current position in
February 2009, having previously been General
Manager, Performance& Reward.

6. Sir John Grant KCMG
ExecutiveVice President, Policy and Corporate
Affairs (age 55)

Skills and experience: Sir John joined the Group
in September 2009 fromBHP Billitonwhere he
was president, Europe. Formerly, heworked in
the Diplomatic Service, holding various posts
in Stockholm,Moscow and Brussels, where he
was the UK’s Permanent Representative to the
European Union for four years.

He is responsible for government and public
affairs, communications, social performance
and Business Principles.

Membership of Group Executive Committees:
Investment and Governance.

7. Sami Iskander
ExecutiveVice President &Managing Director,
Africa, Middle East and Asia (age 44)

Skills and experience: Prior to joining
BGGroup in 2008, Sami spent his career
with Schlumberger and fulfilled a number
of key leadership roles with them, the latest
being president of Schlumberger's worldwide
drilling andmeasurements business based
in Houston.

Hewas appointed to his current position in
July 2009, having previously been Senior Vice
President, Operations and Developments in
BG Advance.

Sami is currently responsible for the Group’s
activities across Africa, theMiddle East and Asia.

Membership of Group Executive Committees:
Group Performance.

8. Catherine Tanna
ExecutiveVice President &Managing Director,
Australia (age 48)

Skills and experience: Catherine joined the
Group inMarch 2009. Formerly, sheworked
for Shell where she gained extensive LNG,
gas transmission and power distribution
experience, and before that sheworked in
several exploration and production roles with
BHP Petroleum. She is a qualified solicitor in
Australia and England.

Based in Brisbane, Catherine is responsible
for the Group’s activities in Australia.

Membership of Group Executive Committees:
Group Performance.

9. GrahamVinter
General Counsel (age 54)

Skills and experience: Graham joined BGGroup
as General Counsel in November 2007 and has
responsibility for the legal affairs of the Group.

Prior to this, he spent 27 years with the
international law firm, Allen&Overy LLP
where hewas a partner for just under 20 years
andwas global head of projects from 1996 to
2007. Graham’s experience includes advising on
energy transactions in Europe, theMiddle East,
Asia and elsewhere.

Membership of Group Executive Committees:
Investment and Governance.

10. Keith Hubber
Company Secretary (age 45)

Skills and experience: Before joining the
Group in 2001, Keithworked as a lawyer
in private practice in Bristol and London.

Prior to becoming Company Secretary in
November 2007, he held a number of roles
within the Group’s Legal Department and
acted as General Counsel fromMay to
November 2007, having previously been
Chief Counsel, Corporate from July 2004.

As Company Secretary, he is responsible for
advising the Board, through the Chairman,
on all governancematters.

Membership of Group Executive Committees:
Governance*.

3 4 5

8 9 10
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One of the outcomes of the global banking
crisis of 2008 was a sharp increase in
public scrutiny of the role of boards in
assessing and managing risk and reviewing
management performance.

In 2009, both theWalker Review and the
Financial Reporting Council (FRC) review
of the Combined Code on Corporate
Governance (the “Combined Code”) sought
to assess the extent to which existing
governance models provide shareholders
and directors with the appropriate oversight
of management activities.

Governance

42

The Combined Code, which as part of the
FRC’s ongoing review is to be renamed the
‘UK Corporate Governance Code’, operates
on a ‘comply or explain’ basis. The Directors
consider that the Company complied with
the provisions set out in Section 1 of the
Combined Code throughout the year ended
31 December 2009.

The following pages are intended to give
shareholders a clear and comprehensive
picture of the Group’s governance
arrangements by reference to the principles
in the Combined Code as it currently applies.

A central proposition of the Combined
Code is that boards should provide
entrepreneurial leadership within a
framework of controls designed to assess
andmanage risk effectively. BG Group
supports that proposition. Effective
governance lies at the core of the Group’s
ability to operate successfully in the global
business environment. The main principles
of the Combined Code form the key
components of the Group’s approach
to corporate governance.

Effective governance lies at the
core of BG Group’s ability to
operate successfully in the global
business environment.

Sir Robert Wilson
Chairman

As aUK-listed company, BGGroup is required to statewhether it
has compliedwith the provisions in Section 1 of the Combined Code
2008 throughout the year and, where the provisions have not been
compliedwith, to provide an explanation.

BGGroup is also required to explain how it has applied the principles
in Section 1 of the Combined Codewhich are set out below.

Organisation
and Structure

Independent
Assurance

Internal Control
Framework

BG GROUP SHAREHOLDERS

BOARD OF DIRECTORS
A Directors

• The Board

• Chairman and Chief Executive

• Board balance and independence

• Appointments to the Board

• Re-election to the Board

• Information and professional development

• Performance evaluation

B Remuneration
• The level andmake-up of remuneration
• Procedure

C Accountability and audit
• Financial reporting

• Internal control

• Audit Committee and auditors

D Relations with shareholders
• Dialogue with institutional shareholders

• Constructive use of the annual general meeting
Further details of the Group’s Governance Framework can be found on
pages 46 to 49.

Compliancewith theCombinedCode Governance Framework
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A DIRECTORS
The Board
The Board is responsible to BG Group’s
shareholders for creating and delivering
sustainable shareholder value through the
management of the Group’s businesses within
the Governance Framework. The Board’s role is
to set the Group’s strategy, and to ensure that
necessary resources are available, and that
appropriate controls, values and standards
are in place, to deliver it. As well as oversight
responsibility for financial performance,
internal controls and risk management of the
Group, the Board has a formal schedule of
matters specifically reserved to it for decision
which is set out in the table below.

Directors are expected, wherever possible,
to attend all Board meetings, relevant
Committee meetings and the annual general
meeting. The Board has regular scheduled
meetings throughout the year and holds
additional meetings as and when necessary.
During 2009, the Boardmet 11 times. A table
detailing the Directors’ attendance at each of
the Company’s Board and Committeemeetings
during 2009 is set out on page 45.Within the
scheduledmeeting programme, the Chairman
met with the Non-Executive Directors without
the Executive Directors being present.

In addition to those scheduledmeetings,
the Board focuses on the Group’s strategy
at an annual two day planning conference.
The conference, held in June 2009, included
a detailed portfolio review, in depth
presentations on two key regions, Australia
and Brazil, and updates on exploration and
human resources. In light of the dramatic
changes in the economic environment in
the second half of 2008 and through 2009,
the Board took a fundamental look at the
strategic risks facing the business and spent
time reviewing and challenging assumptions
embedded within the Group’s strategy. The
Board also undertook a thorough review

The Non-Executive Directors have a wealth of
experience gained from a variety of private
sector and government backgrounds. They are
key to the formulation and development of the
Group’s strategy, to reviewing andmonitoring
the performance of management, the integrity
of financial information, and internal control
and risk management frameworks.

Baroness Hogg was nominated by the Board
as Senior Independent Director with effect
from 1 January 2009. Her responsibilities
includemeetingmajor shareholders as an
alternative point of contact to the Chairman,
Chief Executive or Chief Financial Officer.
The role of the Senior Independent Director
is clearly established, set out in writing and
agreed by the Board. The description of the
role is published on BG Group’s website. The
Senior Independent Director is expected to
commit at least three to four days per year to
the role, and significantly more in exceptional
circumstances. This is in addition to the
expected time commitment in her capacity
as a Non-Executive Director and Chairman
of the Remuneration Committee.

The Board considers all of its Non-Executive
Directors to be independent and free of any
business relationship or other circumstance
which could materially interfere with the
exercise of independent and objective
judgement. To assist in determining
independence, the Board undertakes an
annual review of the independence of its
Non-Executive Directors in accordance with
the criteria set out in the Combined Code.

Non-Executive Directors are appointed for
an initial three-year term. Subsequent
re-appointment is subject to rigorous review
by the Nominations Committee. All Directors
are subject to re-election by shareholders at
least every three years. In accordancewith the
Combined Code, the Board also has a policy
requiring Non-Executive Directors who have

of supply and demand drivers in all the
Group’s markets.

Chairman and Chief Executive
The posts of Chairman and Chief Executive
are separate and their responsibilities are
clearly established, set out in writing and
agreed by the Board. The descriptions of the
roles and responsibilities of the Chairman
and Chief Executive are also available on
BG Group’s website. The Chairman,
Sir RobertWilson, is responsible for the
workings and leadership of the Board and
for the balance of its membership. The Chief
Executive, Frank Chapman, is responsible for
leading andmanaging the business within
the authorities delegated by the Board.

Board balance and independence
The Board is made up of a Non-Executive
Chairman, three Executive Directors (including
the Chief Executive and the Chief Financial
Officer) and eight independent Non-Executive
Directors. The Board considers there is an
appropriate balance between Executive and
Non-Executive Directors. This balance is
further enhanced by the varying lengths of
service of the Non-Executive Directors, which
is depicted in the chart below. A list of the
individual Directors, their biographies and
details of their committee membership is
provided on pages 38 and 39.

Matters reserved to theBoard

1 Approval of the Group vision, values and
overall Governance Framework.

2 Approval of the Company’s Annual Report
and Accounts, Remuneration report and
Quarterly Financial Statements.

3 Approval of any interim dividend and
recommendation of the final dividend.

4 Approval of Group financial policy.

5 Approval of material capital projects,
investments, acquisitions and disposals
by any Group company.

6 Approval of the Company’s long-term
finance plan and annual capital and
revenue budget.

7 Approval of any significant change in
Group accounting policies or practices.

8 Approval of all circulars, listing particulars,
resolutions and corresponding
documentation sent to shareholders.

9 Approval of changes in the capital structure
of the Company or its status as a plc and, in
particular, the issue or allotment of shares
in the Company otherwise than pursuant to
Company-approved employee share schemes.

10 Approval of material changes to the
Company’s pension schemes rules, any
change of Trustee, or material changes to
funding andmanagement arrangements.

11 Appointment, re-appointment and removal
of the Chairman and Directors and the
recommendation to shareholders of their
election or re-election under the Articles of
Association; the appointment and removal
of the Company Secretary.

12 Approval of the division of responsibilities
between the Chairman and Chief Executive.

13 Establishing Committees of the Board,
approving their terms of reference
(includingmembership and financial
authority), reviewing their activities
and, where appropriate, ratifying
their decisions.

14 Recommendation to shareholders for the
appointment, re-appointment or removal
of the auditors.

15 Approval of this schedule of matters
reserved to the Board.

Length of service: Non-Executive Directors

0-3 years

4-6 years

9+ years
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served on the Board for nine years ormore from
the date of their first election by shareholders to
stand for annual re-election by shareholders.

By the time of the 2010 AGM, twoNon-Executive
Directors, Peter Backhouse and Lord Sharman,
will have served on the Board formore than
nine years from the date of their first election.
Accordingly, both Peter Backhouse and
Lord Sharman are standing for re-election at
the AGM.

Notwithstanding their length of service, the
Board believes that Peter Backhouse and
Lord Sharman have retained independence
of character and judgement and neither have
formed associationswith the Company that
might compromise their ability to exercise
independent judgement.

The Board believes that the continuing
appointment of both Directors provides a
strong balance of experience amongst the
Non-Executive Directors. The chart on page 43
illustrates the varying lengths of term served
by the Non-Executive Directors, highlighting a
strong balance of tenure and the continuity
provided by those Directors with six years or
more service.

At the time of his original appointment,
on 1 January 2004, the Chairman was
considered independent by the Board.
However, in accordance with the Combined
Code, the ongoing test of independence for
the Chairman is not appropriate.

The Board has taken into consideration the
other commitments of its Non-Executive
Directors and is satisfied that these do
not conflict with their duties and time
commitments as Directors of the Company.

Appointments to the Board
The Board has developed a formal, rigorous
and transparent procedure for the selection
and recruitment of directors. Following a
review of the balance of skills, knowledge and
experience on the Board, the Nominations
Committee determines the selection criteria
for prospective candidates. External selection
consultants are retained to identify those with
the relevant skills, background and experience.
The Nominations Committee reviews the
profiles of the candidates and interviews are
carried out. The Committee thenmakes its
recommendations to the Board for approval.

Mark Seligmanwas appointed to the Board
in December 2009 in accordancewith this
process. The Nominations Committee believes
that Mark’s significant international investment
banking experiencewill further enhance the
knowledge, skills and experience of the Board.
Martin Houstonwas appointed to the Board
as an Executive Director in February 2009 and
was first elected by shareholders at the 2009
annual generalmeeting.

Re-election to the Board
All Directors are subject to election by
shareholders at the first annual general
meeting following their appointment by

Governance continued
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Dr John Hood and Sir David Manning visited
the Group’s Australian business and attended
the launch of the Queensland Gas Company
(QGC) partnership with the University of
Queensland, Centre for Socially Responsible
Mining. Further details on this visit can be
found in the online Sustainability Report at
www.bg-group.com/sustainability

The Company Secretary, Keith Hubber, is
responsible for advising the Board, through
the Chairman, on all governance matters. The
Directors have full access to the advice and
services of the Company Secretary, who is
also responsible to the Board for ensuring
that correct Board procedures are followed,
ensuring effective communication flows
within the Board and its Committees,
and between senior management and
Non-Executive Directors, and facilitating
induction and assisting with the professional
development of Directors. Guidelines are in
place concerning the content, timeliness and
presentation of Board and Committee papers
frommanagement to ensure that the Board
is properly briefed.

The Company Secretary acts as Secretary
to the Board and each of its Committees
(other than the Audit Committee) and to
the Group Executive Committee (GEC). The
appointment or removal of the Company
Secretary is amatter for the Board as awhole.
Directorsmay obtain independent professional
advice at the Company’s expense if they
believe it may be required in furtherance of
their duties.

Performance evaluation
The Board considers that the periodic
involvement of an external facilitator in the
annual Board evaluation process assists with
the rigorous review of the Board’s performance
by bringing an independent perspective to the

the Board. Thereafter, in accordance with the
Combined Code and the Company’s Articles
of Association, they are subject to re-election
every three years.

Based on these criteria, the Nominations
Committee has made recommendations
to the Board in respect of the election of
Mark Seligman and the re-election of
Peter Backhouse, Lord Sharman and
Philippe Varin at the 2010 AGM. The Board
has considered and endorsed these
recommendations and has concluded that
the performance of these Directors is
effective and that they have demonstrated,
and continue to demonstrate, commitment
to their roles. Biographical details for these
Directors can be found on pages 38 and 39.

Information and professional development
All Directors appointed to the Board receive
a full induction briefing tailored to their
individual needs, taking into account their
qualifications and experience. On appointment,
Mark Seligmanmet with the Company
Secretary to agree his induction programme
which includedmeetingswithmembers of the
Group Executive and other seniormanagers to
gain a greater understanding of their respective
roles and the Group’s current operations.

Ongoing professional development is provided
to Directors. In 2009, the Board received
training on well engineering, maintenance
and production. They also attended teach-ins
on shale gas and coal seam gas operations.

Board offsite visits are considered key to
ensuring that Directors have an in-depth
understanding of the evolving business
strategy and the day to day issues that affect
the Group. Details of a visit made by the Board
to the BG Group office in Houston during
2009 are set out above. In November 2009,

Board visit toAmericas andGlobal LNG region

In October 2009, the Board of Directors
visited BG Group’s business in the USA.
While in Houston, meetings of the Board,
Audit Committee and Sustainability
Committee were held. All meetings focused
in detail on issues specific to the Americas
and Global LNG business.

Highlights of the trip included a visit to
the US Energy Marketing operation in
Houston. Board members were shown
how the Groupmanages themarketing
of US gas and power. This was followed
by ameeting and an open discussion with
over 400 employees on Group strategy.

The visit concluded with several Board
members visiting the Group’s joint venture
with EXCO Resources Inc. and a new shale
play at Shreveport, Louisiana where they
learnt about new technological advances
such as horizontal drilling andmulti-stage

hydraulic fracturing and saw how these
advances had helped turn shale gas into
a commercial proposition. By talking
with employees, the Directors gained
first-hand experience of a key aspect of
theGroup’s portfolio.

Shale gas drilling, USA
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evaluation. Accordingly, during 2009, the
Board worked with Dr Tracy Long at Boardroom
Review, an independent third party, to conduct
the annual review of the performance and
effectiveness of the Board.

The review by Dr Long was designed to assess
the quality of the Board’s decisionmaking
and debate, its overall contribution to, and
impact on, the long-term health and success
of the Company and its preparation for
future challenges.

Review process
Each Boardmember completed a questionnaire
prior to attending a detailed, confidential,
one-to-one interview, to provide their views
on the effectiveness of the Board. The findings
of the reviewwere discussed with all the
Directors and presented at a meeting of the
Board in February 2010.

Conclusion
The process focused on a number of key
areas including strategy, succession planning,
Board culture, size and composition, risk
management and the relationship between
the Board andmanagement. The results of
the reviews were then considered by the
Chairman and subsequently discussed by the
Board as a whole. Matters raised in the course
of the evaluation will form part of the Board’s
agenda for 2010.

The Directors have concluded that, following
this review, the Board and its Committees
operate effectively and also consider that
each Director is contributing effectively and
demonstrates commitment to their role.

B REMUNERATION
Details on the level andmake-up of the
Directors’ remuneration and the work of
the Remuneration Committee, as required
by the Combined Code and the Directors’
Remuneration Report Regulations 2002, can
be found in the Remuneration report on
pages 50 to 61.

C ACCOUNTABILITY AND AUDIT
A statement of the Directors’ responsibilities
for reporting the Financial Statements,
including a statement regarding the status
of the Company as a going concern, is set
out on page 64.

Statements concerning BG Group’s Internal
Control Framework, the appointment of
external auditors and allocation of non-audit
fees can be found in the Audit Committee and
auditors section of this report on page 49.

D RELATIONSWITH SHAREHOLDERS
Dialogue with institutional shareholders
The Board recognises the importance of
maintaining an ongoing relationshipwith the
Company’s shareholders based on frequent
dialogue. Regularmeetingswith institutional
shareholders are held both in the UK and
internationally by the Chief Executive and
the Chief Financial Officer and other
members of seniormanagement and, where
appropriate, the Chairman. This ensures that
the investor community receives a balanced
and comprehensive view of the Group’s
performance and the issues it faces. The Board
regularlymonitors the views of shareholders
and considers reports from its investor relations
advisers concerning institutional shareholder
feedback. The Chairman andNon-Executive
Directors (including the Senior Independent
Director) are also available tomeet institutional
shareholders and to discuss topical issues.

The Company, through its Investor Relations
team, responds to a variety of enquiries from
shareholders and an email communication
facility is available on the Group’s website for
this purpose. In November 2009, the Investor
Relations team also met with the UK
Shareholders Association to discuss the
Group’s strategy andmatters of specific
interest to retail shareholders.

Attendance at 2009 Board and Committee meetings
Group

Chairman’s Audit Remuneration Sustainability Nominations Finance Executive
Board Committee Committee Committee Committee Committee Committee Committee

Number of meetings 11 9 6 4 6 4 4 14
Sir Robert Wilson 11 9 – 4 6 4 4 –
Frank Chapman 11 8 – – 6 – 4 14
Ashley Almanza 11 9 – – – – 4 14
Martin Houston 11 – – – – – – 14
Peter Backhouse 11 – 6 – 6 – – –
Jürgen Dormann 9 – – 3 4 – – –
Baroness Hogg 11 – 6 4 – 4 – –
Dr John Hood 9 – 5 – 6 – – –
Sir David Manning 11 – – – 6 – – –
Lord Sharman 9 – 6 – – 4 – –
Philippe Varin 9 – 5 3 – – – –

Martin Houston joined the Board on 3 February 2009.
Mark Seligman joined the Board on 3 December 2009 and attended his first Boardmeeting on 2 February 2010.

Constructive use of the AGM
The AGM is an opportunity for shareholders
to vote on certain aspects of BG Group’s
business. It is also an opportunity for those
shareholders who are able to attend to ask
questions of the Board of Directors, including
the Chairmen of the Audit, Remuneration,
Sustainability and Nominations Committees,
and the Company Secretary. The Notice of
AGM, which includes full details of this
year’s AGM, is set out on pages 134 to 140.
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BG GROUP PLC
BOARD OF DIRECTORS

SUSTAINABILITY
COMMITTEE

FINANCE
COMMITTEE

RESERVES
COMMITTEE

GROUP
EXECUTIVE
COMMITTEE

AUDIT
COMMITTEE

REMUNERATION
COMMITTEE

NOMINATIONS 
COMMITTEE

CHAIRMAN’S
COMMITTEE

Exploration &
Appraisal Committee

Energy Trading &
Credit Risk Committee

Governance
Committee

Group Performance
Committee

Investment
Committee

The Group’s organisation and structure is
established and overseen by the Board and is
designed to allow for effective and efficient
decisionmaking and tomeet corporate
governance standards. A diagram illustrating
the BG Group Board Committee structure is set
out above. The Board has delegated authority
to its Committees on specificmatters, which
are set out in written terms of reference. The
membership of each of the Board Committees
is detailed below and the terms of reference
for the Audit, Remuneration and Nominations
Committees are reviewed annually by the
Board and published on BG Group’s website,
together with the terms of reference for the
other Board Committees. Copies of these
terms of reference are also available from the

Company Secretary upon request. Minutes
of themeetings of Board Committees are
circulated to all Directors.

During 2009, a full review of the structure
of the Group Executive Committee (GEC)
and its sub-committees was undertaken.
This reviewwas designed to ensure that the
Committees remained fully aligned with the
design and accountabilities of BG Group
functions and that the Committees would
continue to provide an effective and efficient
decision-making structure. Following this
review, the Portfolio Development Committee
and the People and Organisation Committee
were disbanded. The responsibilities of these
Committees have been transferred to other

Committees, members of the Group Executive,
or to other senior management.

Responsibility for formulating, communicating
andmanaging delivery of the Group’s Health,
Safety, Security and Environment (HSSE)
strategy has been retained by the GEC and
management of day-to-day HSSEmatters has
been transferred to individual members of the
Group Executive. Following the reorganisation,
the HSSE Committee was disbanded. Further
details of the GEC and its sub-committees
can be found on page 47.

Governance Framework:Organisation andStructure

BOARD AND EXECUTIVE COMMITTEES
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BoardCommittees
Sustainability Committee

Dr John Hood
Sustainability Committee Chairman

Themembers of the Sustainability Committee
are Dr John Hood, Sir RobertWilson,
Frank Chapman, Peter Backhouse,
Jürgen Dormann and Sir DavidManning.
Martin Houston andMark Seligman joined
the Committee on 2 February 2010.

The purpose of the Committee is to provide
oversight of the implementation of BGGroup’s
Business Principles and the Company’s
statement of core values and behaviours.
The Committee’s main areas of focus are
safety and asset integrity, social performance
(including community relations and social
investment), the environment and ethical
conduct. The Committee alsomaintains an
overview of policies relating to occupational
health and physical and personnel security.
Meetings are normally attended by the
Executive Vice President, Policy and
Corporate Affairs.

During 2009, the Committee undertook a
review of themanagement of the Group’s
sustainability agenda which focused in
particular on ethical conduct, safety and
asset integrity, social performance and the
environment. The Committee also conducted
a thorough review of the approach being
taken by QGC to achieve support from
government and other stakeholders and
to ensure the Groupmakes an effective
contribution to sustainable social, economic
and environmental development in
Queensland, Australia.

Audit Committee

Lord Sharman
Audit Committee Chairman

Themembers of the Audit Committee
are Lord Sharman, Peter Backhouse,
Baroness Hogg, Dr John Hood and
Philippe Varin. Mark Seligman joined the
Committee on 2 February 2010. The Secretary
to the Committee is AlanMcCulloch, Deputy
Company Secretary.

All members of the Committee are deemed
to be independent and the Committee has
concluded that its membership meets the
requirements of the Combined Code.

The Board has determined that Lord Sharman,
a chartered accountant, has ‘recent and
relevant financial experience’ as required by
the Combined Code.

Themeetings of the Committee are also
normally attended by the Chairman, the
Chief Financial Officer, the Group Financial
Controller, the Head of Group Audit and
representatives of the external auditors.

In addition, the Committeemeets privately
with the internal and external auditors at
least twice each year.

Executive Committees
Group Executive Committee (GEC)

Themembers of the GEC are set out on pages
40 to 41. The Committee has primary authority
for the day-to-daymanagement of the Group’s
operations, within agreed limits set by the
Board. The GEC is accountable formonitoring
strategic risk, operationalmanagement of
the Group, and HSSE strategy. The GEC has
delegated its authority to a series of five
sub-committees which focus on particular
aspects of the Group’s business. Those
sub-committees are:

Exploration & Appraisal Committee (EAC)

The EAC is chaired by the Chief Executive
and its other members are drawn from senior
management specialising in exploration and
appraisal. Themain purpose of the Committee
is to formulate the Group’s exploration and
appraisal strategy, to plan and to set objectives
and priorities to deliver that strategy. In
addition, the Committee approves funding for
exploration and appraisal.

Investment Committee (IC)

The IC is chaired by the Chief Financial Officer
and its other members are drawn from the
GEC. Themain purpose of the Committee is
to approve merger, acquisition and disposal
transactions and to approve other investment
decisions, except exploration, appraisal and
business development transactions.

Governance Committee (GC)

The GC is chaired by the Company Secretary
and othermembers are drawn from the GEC
and senior management. Themain purpose of
the Committee is to oversee the effectiveness
of BG Group’s governance, business risk and
assurance processes, to approve Group
Standards (mandatory controls), and to ensure
that there is an effective process for identifying,
assessing andmanaging risk.

Group Performance Committee (GPC)

The GPC is chaired by the Executive Vice
President &Managing Director, BG Advance
and its other members are drawn from the
GEC. Themain purpose of the Committee is to
review performance in post-sanction projects
and assets and to drive long-term performance.

EnergyTrading&Credit Risk Committee (ETCRC)

The ETCRC is chaired by the Head of Tax and
Treasury and its other members are drawn
from senior management specialising in
commodity trading, credit and financial risk.
Themain purpose of the Committee is to
approve the Group-level risk management
principles and policies that provide the
framework for effective risk management
of energy trading activities. In addition, the
Committee provides assurance to the GEC
that there is an effective framework for the
management of price and credit risks
associated with oil, gas and LNG trading,
commodity price hedging and credit risks
outside of the trading business.

The Committee is responsible for overseeing
the Group’s financial reporting process, the
appointment, remuneration and independence
of the Group’s external auditors andmonitoring
the riskmanagement processes of the Group.
Full details are set out on page 49.

Reserves Committee

The Reserves Committee was established by
the Audit Committee and is chaired by the
Executive Vice President &Managing Director,
BG Advance and includes technical, financial
and legal specialists. The Committee reviews
the reserves process and approves any
amendments to the reserves policy, process
or guidelines. It regularly reviews and
challenges the Group’s reserves and resources
estimates and, on an annual basis, reports to
the Audit Committee on the reserves process.
The Reserves Committee is supported by the
Corporate Reserves Group which provides an
independent review on all reserves bookings
and revisions proposed by Regions and Assets.

Remuneration Committee

Baroness Hogg
Remuneration Committee Chairman

Themembers of the Remuneration Committee
are Baroness Hogg, Jürgen Dormann,
Philippe Varin and Sir RobertWilson. The
Committee is responsible for setting,
reviewing and recommending to the Board
for approval BG Group’s overall remuneration
policy and strategy. Full details are set out in
the Remuneration report on pages 50 to 61.

Nominations Committee

Sir Robert Wilson
Nominations Committee Chairman

Themembers of the Nominations Committee
are Sir RobertWilson, Baroness Hogg and
Lord Sharman.Meetings are normally
attended by the Chief Executive. The role of
the Committee is to review the structure
and composition of the Board, to identify
candidates to fill Board vacancies, and tomake
recommendations regarding their election
and subsequent re-election by shareholders.

As noted on page 44, in 2009, the Committee
recommended to the Board the appointments
of Martin Houston andMark Seligman.

Chairman’s Committee

Themembers of the Chairman’s Committee
are Sir RobertWilson, Frank Chapman and
Ashley Almanza. The role of the Chairman’s
Committee is to advise and assist the
Chairman in the preparation for Board
meetings. The Committee also acts on behalf
of the Board between scheduledmeetings,
within clearly defined delegated authority.

Finance Committee

Themembers of the Finance Committee are
Sir RobertWilson (Committee Chairman),
Frank Chapman and Ashley Almanza. The
Committee is responsible for finance and
treasury policy decisions.



BGGroup’s Internal Control Framework (ICF)
defines the way in which the Group operates.
It comprises the Group’s Business Principles
andmandatory policies, processes and
standards.Within these, a series of core
controls has been identified which contribute
to the identification or mitigation of one or
more Group risks.

The Board is ultimately responsible for the
Group’s system of internal controls and it
oversees the review, compliance and assurance
processes that have been designed to ensure
there is an effective control environment.

In addition, the Group has in place a series
of policies, practices and controls in relation
to the financial reporting and consolidation
processes which are designed to ensure the
identification and communication of changes
in accounting standards, and reconciliation
of core financial systems and internal

performance. These processes are supported by
assurance reviews including self-certification
bymanagement and ongoing independent
evaluation by Group Audit.

The Board’s role is undertaken in accordance
with the guidance set out in the Combined
Code and as set out in the Committee of
Sponsoring Organizations of the Treadway
Commission (COSO) framework, adopted by
the Audit Committee as best practice. The
COSO framework provides reasonable, rather
than absolute, assurance against material loss
or misstatement and is designed to manage,
rather than eliminate, the risk of failure to
achieve business objectives.

The Board has established processes designed
to allow it to assess the effectiveness of the
internal control environment within the
Group. Each year, every member of the GEC
and the Company Secretary provide Letters

of Assurance (LoA) to the Chief Executive
in relation to the control environment in
their areas of responsibility. These LoAs
are supported by the results of the
Governance Self Assessment (GSA) process
which requires management level reporting
to the GEC and the Company Secretary to
assess the effectiveness of the core controls
within their areas of responsibilities and
to report any significant deficiencies or
material weaknesses.

The Governance Committee reviews the
LoAs and the results of the GSA process and
assesses the effectiveness of the disclosure
controls and procedures which have been
established to ensure the timely and accurate
release of information required to be disclosed
to themarket. The Committee reports on
these matters to the Audit Committee.

A key element of BG Group’s Governance
framework is independent assurance, which
is provided primarily by Group Audit,
independent external auditors and other
external advisers.

Group Audit provides assurance to the Board,
Audit Committee, GEC andmanagement
that effective and efficient internal control
processes are in place to identify andmanage
business risk across the Group.

In particular, Group Audit:

• provides an independent assessment of
the Group’s system of risk management
and internal control;

• assists management by carrying out
independent appraisals of the effectiveness
of the internal control environment
and making recommendations for
improvement; and

• supports development of the
Group’s governance and business
risk management policies.

The independent external auditors’ report to
shareholders and their audit opinion on the
applicable section of the Financial Statements
are set out on page 65.

The external reserves consultant, DeGolyer
&MacNaughton, provides independent
assurance on reserves, using its own
estimationmethodology, through a rolling
programme of reviews which covers a
proportion of the reserves portfolio each year.

Governance Framework: Internal Control Framework

Governance Framework: Independent Assurance
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• annually evaluates the design and
effectiveness of the processes established to
estimate, aggregate and report the Group’s
various categories of oil and gas reserves.

Activities during the year
Integrity of Financial Statements
and disclosures
The Audit Committee assists the Board in
assuring the integrity of Financial Statements
and disclosures. It reviewed the quarterly
financial results announcements and reported
the outcome of its reviews andmade
recommendations to the Board based on
these reviews.

Review of Houston operations
During the visit to the USA in October, the
Audit Committee reviewed the Houston-based
operations, governance structure, internal
controls, key business risks, and risk
management and assurance processes. The
Committee members toured the trading
operations floor where they had the
opportunity to observe trading operations
and back-office systems with employees
and received presentations focusing on
operations and systems in relation to supply
and optimisation and trading activities.
Further details of the visit by the Board and
Audit Committee to Houston can be found
on page 44.

Internal controls
The Audit Committee reviewed the effectiveness
of the Group’s system of internal controls. The
results of this review are set out below.

The Committee reviewed this Report with
management, the external auditors and
Group Audit together with other reports from
management in relation to internal control
and assurance, riskmanagement, fraud risk
management andwhistleblowing and, based
on its review, has reported to the Board on the
effectiveness of BGGroup’s internal controls
in 2009.

Taking into account the processes that have
been designed and implemented for 2009,
the Board, with the advice of the Committee,
has reviewed the effectiveness of the system of
internal control, for the period from 1 January
2009 to the date of this Report, and is satisfied
that the Group has in place an effective system
of internal controls.

External auditors
The Audit Committeemanages the relationship
with PricewaterhouseCoopers, the Group’s
external auditors, on behalf of the Board. The
Committeemonitors the external auditors’
independence and objectivity and on an annual
basis carries out an assessment of the auditors,
considering qualifications, expertise, resources
and regulatory requirements, together with
the effectiveness of the audit process.
Following this assessment, the Committee
makes a recommendation to the Board on the
re-appointment of the external auditors by
shareholders. The Committee recommended
to the Board that PricewaterhouseCoopers be

re-appointed as the Company’s auditors for
a further year. The Board accepted this
recommendation and has proposed a resolution
to shareholders (set out on page 136) for the
re-appointment of PricewaterhouseCoopers.

The Committee also determined the
remuneration of the auditors in accordance
with the authority given to it by shareholders.
The audit engagement partner rotates at least
every five years and all other partners and
seniormanagement are required to rotate
at least every seven years in accordancewith
the BGGroup Policy on the Engagement of
External Auditors.

Non-audit fees
The Audit Committee believes that certain non-
audit work is best undertaken by the external
auditors. The Committee regularly reviews the
nature of non-audit work performed by the
auditors and the volume of that work. The
Committee receives a quarterly report setting
out the non-audit services provided by the
external auditors and the fees charged. An
analysis of fees paid in respect of audit and non-
audit servicesprovidedbyPricewaterhouseCoopers
for the past two years is disclosed in note 3,
page 82.

The allocation of non-audit work is considered
in accordancewith the BGGroup Policy on the
Engagement of External Auditors. The policy
sets out a pre-approved framework of services,
where the auditors can apply their existing
in-depth business knowledge and skill to bring
both quality and efficiency benefits for the
Company. Such pre-approvedwork is strictly
limited and is balanced by a list of work that is
specifically prohibited from being undertaken
by auditors, which includes, among other
matters, book keeping, financial information
systems design and implementation,
management functions and services prohibited
through local or international regulation. In
particular, key focus is given to ensuring that
the engagement of such services does not:

• create amutuality of interest;

• place the auditors in a position to audit
their ownwork;

• result in the auditors acting as amanager
or employee; and

• put the auditors in the role of advocate for
BGGroup.

Authority has been delegated to the Audit
Committee Chairman, or in his absence, any
othermember of the Committee to approve any
work that does not fall into the pre-approved
framework and is not specifically prohibited in
accordancewith the Policy on the Engagement
of External Auditors.

Having undertaken a review of the non-audit
related services provided during the year, the
Committee is satisfied that these services
did not prejudice the external auditors’
independence.

Role of the Committee
The Audit Committee assists the Board in
fulfilling its responsibilities in respect of:

• overseeing the Group’s financial reporting
process, including the internal control
structure and procedures for financial
reporting andmonitoring the integrity
and appropriateness of the Group’s
Financial Statements;

• themanner inwhich the Group’s
management ensures andmonitors the
adequacy of financial, operational and
compliance internal controls and business
riskmanagement processes designed to
manage significant risk exposures;

• the appointment, remuneration,
independence and performance of
the Group’s external auditors; and

• the independence and performance
of Group Audit.

Specifically, the Audit Committee:

• regularly reviews the external and internal
audit work plans;

• oversees and reviews the procedures for
the receipt, retention and treatment of
complaints relating to financial matters,
internal accounting controls and auditing,
and the Group’s whistleblowing policy
(named Speak Up);

• requests, receives and reviews reports from
management on actions taken to address
risk areas identified bymanagement and/or
the internal audit process;

• reviewswithmanagement, and external
and internal auditors, the significant risk
exposures and the processes established to
identify, monitor, control and report them;

• annually reviews a control process or the
control environment within a specific asset;

• annually evaluates, on behalf of the Board,
the design and effectiveness of the internal
control structure, the Group’s financial
reporting procedures and the Group’s
disclosure controls and procedures; and

Lord Sharman
Chairman of the Audit Committee

Audit Committee
andauditors
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AUDIT NOTES
In accordance with Section 421 of the Companies Act 2006 and the
Directors’Remuneration Report Regulations 2002 (the “Regulations”),
the following sections of the Report have been audited: Directors’
Remuneration; Directors’ Interests in Shares under the BG Group
Deferred Bonus Plan; BG Group Long Term Incentive Scheme and Long
Term Incentive Plan; the Options table; Ordinary shares; and the table
and notes in the Pensions section of the Report. The remaining sections
are not subject to audit.

REMUNERATION COMMITTEE
The Committee’s principal responsibilities are:

• setting, reviewing and recommending to the Board for approval
the Company’s overall remuneration policy and strategy;

• setting, reviewing and approving individual remuneration
arrangements for the Chairman, Chief Executive and Executive
Directors, including terms and conditions of employment and
any changes;

• reviewing and approving individual remuneration arrangements
for the Group Executive Committee (GEC) members and the
Company Secretary, including terms and conditions of employment
and any changes;

• approving the rules, and launch, of any Company share, share option
or cash-based incentive plan, and the grant, award, allocation or issue
of shares, share options or payments under any such plan; and

• approving changes to the BG Pension Scheme rules or changes to
funding and management arrangements.

The full terms of reference of the Committee can be found on the
BG Group website (www.bg-group.com) and copies are available
on request.

The Committee comprises the Chairman and independent
Non-Executive Directors. The Committee meets on at least four
occasions each year. The members during the year were:

Baroness Hogg (Chairman)

Sir Robert Wilson

Jürgen Dormann

Philippe Varin

Paul Collins was a member of the Committee until his retirement on
31 December 2008.

Keith Hubber, Company Secretary, attends meetings as Secretary to
the Committee.

The following individuals attend meetings by invitation and provide
advice to the Committee to enable it to make informed decisions:

• Frank Chapman, Chief Executive; and

• Robert Booker, Executive Vice President, Human Resources.

None of these individuals is present when their own remuneration
is being discussed.

The Committee also meets without management and receives
information and independent executive remuneration advice from
Kepler Associates(a), an external consultancy firm appointed by
the Committee. During 2009, Kepler Associates provided advice
to the Committee on market trends, incentive schemes and other
remuneration issues. Kepler Associates does not advise the Company
on any other issues.

Dear Shareholder
On behalf of the Board, I am pleased to present the Directors’Report
on remuneration for 2009 which we will be submitting for shareholder
approval at our Annual General Meeting.

As the Chairman has indicated in his statement, the global economic
downturn created a challenging operating environment during 2009.
Nevertheless, BG Group has delivered a solid set of results which have
been reflected in the 2009 Annual Incentive Scheme awards to the
Executive Directors (see pages 52 and 56) – although these are
somewhat lower than in previous years.

The Group must attract, retain and motivate the executive talent
required for the successful delivery of its integrated gas strategy. The
Remuneration Committee is focused on ensuring that the Group's
remuneration policy is strongly geared towards performance-related
reward over the longer term. This approach aligns the interests of
executives with those of shareholders while ensuring that the Group
offers remuneration which continues to be competitive.

The Committee will closely monitor developments in the external
environment over the months ahead to ensure that the Group's
remuneration policy:

• continues to take appropriate account of the management
of business risk when evaluating performance, with a focus
on the delivery of sustained returns to shareholders;

• supports the Group’s continued evolution; and

• reflects the need to compete for talent in the international gas
and oil employment market.

The Committee considers that the key components of remuneration
which were put in place during 2008 continue to be appropriate. These
components and their operation are discussed further in this Report.

On behalf of the Board, I would like to thank shareholders for their
continued support.

Baroness Hogg
Chairman of the Remuneration Committee
10 March 2010

Baroness Hogg
Chairman of the Remuneration Committee

(a) Kepler Associates, Linklaters LLP andTowersWatson (formerly Towers Perrin and
WatsonWyatt) have given, and not withdrawn, their written consent to the issue
of this document with the inclusion of the reference to their respective names
in the form and content in which they appear. A copy of each consent letter is
available for inspection at BG Group plc, 100 ThamesValley Park Drive, Reading,
Berkshire RG6 1PT.
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Other external advisers also provide support and advice in relation to
executive remuneration to the Committee. Linklaters LLP(a) provides
legal advice on employee incentives (as well as other legal services to
the Group). Towers Watson(a) (formerly Towers Perrin and Watson Wyatt)
provides general compensation, benefits information and actuarial
advice to the Committee, the Group, and the Trustees of the BG Pension
Scheme and the Ballylumford Power Pension Scheme(b) as well as other
general consultancy services to the Group. These advisers are appointed
by management or the relevant trustees as appropriate.

REMUNERATION POLICY
The central premise of BG Group’s remuneration policy is that
while total reward should be market competitive, the majority of
remuneration should be delivered through performance-related
incentives. Performance-related incentive schemes are designed to align
the interests of executives with those of shareholders and establish a
clear link between sustained individual and corporate performance.

In defining BG Group’s remuneration policy, the Committee takes
into account advice received from external consultants and also best
practice guidelines set by institutional shareholder bodies, including
the principles and guidelines on executive remuneration issued by
the Association of British Insurers (ABI).

To implement the policy, BG Group has a well-developed, Group-wide
performance management system and, during 2009, operated two
performance-related incentive arrangements for executives:

• the Annual Incentive Scheme (AIS) – designed to focus executives
on the business priorities of the financial year and to reinforce the
individual and Company performance ethic; and

• the Long Term Incentive Plan (LTIP) – the LTIP is designed to reward
and retain executives over the longer term while also aligning their
interests with those of BG Group shareholders. The LTIP allows for
various types of awards to be made (specifically Group Share Awards,
Performance Share Awards and Market Value Options). Executive
Directors and members of the GEC may only be awarded Performance
Share Awards and Market Value Options. For the annual LTIP awards
made in September 2009, Executive Directors and members of the
GEC received grants of Performance Share Awards. Performance Share
Awards aim to motivate participants to maximise total shareholder
return (TSR)(c) as measured against a weighted index comprising a
selection of sector comparators over a period of three years.

The two incentive arrangements complement each other and enable
the measurement and reward of both short and long-term performance.
In particular, the Committee considers these complementary incentive
arrangements take appropriate account of business risk and align the
reward arrangements of executives with the delivery of sustained
returns to shareholders. The Committee continues to consider that the
three-year vesting period for the LTIP is appropriate.

COMPONENTS OF REMUNERATION
The current remuneration package for Executive Directors comprises
fixed and variable components. The variable components are the
incentive arrangements referred to above and the fixed components
are base salary, taxable benefits and pension entitlements. In addition,
the Executive Directors are eligible to participate in the Company’s
all-employee share plans. Pay and employment conditions elsewhere in
the Group have been taken into account by the Committee in determining
the remuneration packages for Executive Directors. The Committee has
also followed the provisions of Schedule A to the Combined Code that
relate to the design of performance-related remuneration.

The proportion of each Executive Director’s total remuneration that
is performance-related is significant even for target performance.
For stretch performance, the proportion of total remuneration
that is performance-related is higher, as is the total amount of
remuneration payable.

The average proportion of remuneration (including pension) that was
performance-related in 2009 is illustrated by the following chart. In
estimating the relative contribution of those elements of remuneration
that are, and those that are not, performance-related as required by the
Regulations, a number of assumptions have had to be made about the
Company’s share price growth and TSR relative to the weighted index,
over the next three years.

Base salaries
Executive Directors’ salaries are reviewed each year with any changes
normally taking effect from 1 April. This review takes into account
individual performance, experience and market competitiveness.
Pensionable salary is derived from base salary only.

In line with BG Group’s remuneration policy, the Committee
benchmarks Executive Directors’ salaries against a comparator group,
which, for the 2009 salary review, was the FTSE 30, excluding financial
services companies. Executive Director salaries are between the median
and upper quartile for this comparator group. The Committee believes
this positioning is appropriate given the significantly higher total
reward levels at other international gas and oil companies with which
BG Group competes for talent.

Annual Incentive Scheme (AIS)
In 2009, the AIS provided an incentive opportunity in the range of 0%
to 200% of base salary. The maximum annual incentive opportunity
for the Chief Executive was 200% of salary and for the other Executive
Directors was 150% of salary. All GEC AIS awards up to 100% of salary are
paid in cash and any excess over 100% are deferred into share awards
(under the Deferred Bonus Plan) that are not normally released to the
individual for a period of three years and which are subject to forfeiture
in the event of leaving employment (other than for reason of ill health,
agreed retirement or redundancy). In the event of a change of control,
the deferred share awards will vest.

At the start of the incentive year (1 January), the Board sets challenging
budget and stretch financial performance targets and the Committee
endorses other performance measures, notably with respect to
health, safety and environmental indicators. Bonuses at the higher
end of the range are payable only for demonstrably superior Group
and individual performance.

Variable cash and share-based incentives

Fixed base salary, benefits and pension

Composition of remuneration package for Executive Directors

As an average % of total remuneration at target and stretch performance

Target Stretch

43%

57%

21%

79%

(a) See footnote on page 50.

(b) The Ballylumford Power Pension Scheme is a BG Group pension scheme.

(c) TSR is defined as the return on investment obtained from holding a company’s
shares over a period. It includes dividends paid, the change in the capital value of
the shares and other payments to or by shareholders within the period. TSR is
calculated on a common currency basis to ensure that international comparisons
are fair. The Committee believes that TSR relative to a peer group is an
appropriate measure of relative performance.
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For the Executive Directors, the performance measures for the 2009
incentive year were Earnings per Share (EPS)(a) (and in the case of the
Executive Vice President and Managing Director, Americas and Global
LNG regional profit before interest and tax (PBIT)(a)(b)), return on average
capital employed (ROACE)(c) for the Group (and in the case of the
Executive Vice President and Managing Director, Americas and Global
LNG regional ROACE(c)(d)), performance against a health, safety and
environment (HSE) balanced scorecard(e) and achievements against the
individual’s personal scorecard. The Committee considers that these are
the appropriate measures to assess the performance of the Company.

In determining the actual incentive payment, the Committee follows
a three-stage process. Firstly, performance against the financial and
HSE targets is assessed. Secondly, these results are reviewed in the
context of the underlying performance of the business, taking into
consideration such factors as operational performance, strategy and
business development activities, and performance against industry
peers. Thirdly, the Committee considers the performance of the
individual against their personal scorecard.

For the 2009 incentive year, financial performance against both the
Group EPS and ROACE targets and the HSE balanced scorecard was
rated as between target and stretch. Taking into account these results
and overall business and individual performance, the Committee has
awarded the Chief Executive an AIS award of 140% of base salary; the
Chief Financial Officer(f) an AIS award of 100% of base salary and the
Executive Vice President and Managing Director, Americas and Global
LNG an AIS award of 114 % of base salary.

In each case, cash payments equating to up to 100% of base salary
will be made in March 2010, the balance being made in the form of
a deferred share award (under the Deferred Bonus Plan) which will
normally vest in March 2013.

Remuneration report continued

52

Long-term incentives
The narrative below relates to the plans that operated during the 2009
financial year.

Long Term Incentive Plan (LTIP)
The LTIP has operated and awards have been made under it since its
introduction in May 2008.

The LTIP is designed to reward and retain executives over the longer term
while also aligning their interests with those of BG Group shareholders.

The LTIP allows for various types of awards to be made, namely, Group
Share Awards, Performance Share Awards and Market Value Options.

When making the decision on the level of award, the Committee takes
into consideration a number of factors including face value, Estimated
Present Value (EPV) and plan dilution limits.

The face value of an award is equal to the number of shares, or shares
under option, multiplied by the relevant share price. For awards made
under the LTIP in 2009, the relevant share price of an LTIP award is the
average share price for the five dealing days immediately prior to the
date of award. A face value limit of six times salary applies to each
award, subject to the aggregate of all awards not exceeding the EPV
limit described below.

EPV is a measure that describes the economic or fair value of an award.
The measure takes account of the performance conditions and the
risk that grants and allocations may be forfeited. EPV is calculated
independently by Kepler Associates. The overriding EPV limit which
applied to awards made under the LTIP in 2009 (other than in
exceptional circumstances such as recruitment(g) was 300% of salary.
The maximum EPV that was awarded in 2009 (other than in exceptional
circumstances such as recruitment(h)) was 264%.

Performance Share Awards
A limited number of key employees are granted Performance Share
Awards under the LTIP.

For the annual LTIP award made in September 2009, Executive Directors
and members of the GEC were only granted Performance Share Awards.

Performance Share Awards will normally vest three years after the date
of grant. The vesting is conditional on:

• continued employment;

• the individual employee’s performance not having fallen significantly
below that expected since the date of grant; and

• the Company’s TSR performance over a three-year performance
period. This is detailed further below.

There is a further overriding condition that the Committee must be
satisfied that the underlying performance of the Company justifies
the level of vesting.

Group ROACE

Group HSE

Annual Incentive Scheme – organisational performance measures

Weighting of 2009 performance metrics

Chief Executive and
Chief Financial Officer

Executive Vice President and Managing
Director, Americas and Global LNG

20%

15%

65%

15%

60%25%

Group EPS

Group and regional ROACE

Regional HSE

Group EPS and regional PBIT

(a) Actual results are adjusted to exclude the volatility of upstream prices, the
US$/UK£ exchange rate, the volatility of natural gas prices on contracted LNG
cargoes and the Comgás regulatory current account.

(b) For the ExecutiveVice President and Managing Director, Americas and Global
LNG, EPS and regional PBIT are given equal weighting.

(c) Average capital employed consists of total equity excluding commodity financial
instruments (including, in the case of Group ROACE, associated deferred tax)
and net borrowings/funds, averaged between the start and the end of the year.
Average capital employed is adjusted to exclude the volatility of upstream prices
and the US$/UK£ exchange rate. Group return on average capital employed
represents Business Performance* profit after tax excluding net finance
income/costs on net borrowings/funds, adjusted as in (a), as a percentage of
average capital employed. Regional ROACE is measured in a similar way to
Group ROACE except that returns are measured before tax.

The adjustments in (a) and (c) are independently reviewed.

* For a reconciliation between business Performance andTotal Results, see note 2,
page 77.

(d) For the ExecutiveVice President and Managing Director, Americas and Global
LNG, Group ROACE and regional ROACE are given equal weighting.

(e) The HSE balanced scorecard measures performance across a range of leading
and lagging indicators reflecting the Group’s commitment to HSE, and is
designed to ensure that HSE performance is explicitly considered within the
incentive framework.

(f) The Chief Financial Officer was also appointed Managing Director, Europe
and Central Asia in November 2009 on an interim basis. In view of the short time
in this role, the Committee considered it appropriate that no change should be
made to the performance metrics detailed above for the Chief Financial Officer
for the 2009 incentive year.

(g) As set out in the summary of key features of the LTIP (section 5) in the 2008
AGM circular.

(h) An exceptional award under the LTIP (with an EPV of 145% of salary) was made
in March 2009 in connection with the recruitment of Catherine Tanna, Executive
Vice President and Managing Director, Australia.
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TSR performance for the Performance Share Awards is measured over
a three-year performance period commencing on the first day of
the calendar month in which the award is made. There is no retest
provision. The level of Performance Share Awards vesting is related to
the Company’s TSR performance over this period relative to a weighted
index of a selection of industry peers. The constituents of the Index for
the September 2009 awards were:

Group Share Awards
Awards of Group Share Awards are made to certain employees below
GEC level. Eligibility to be considered for an award varies by jurisdiction.
Group Share Awards will normally vest three years after the date of
grant subject to:

• continued employment; and

• the individual employee’s performance not having fallen significantly
below that expected since the date of grant.

In the event of a change of control, the level of vesting of Group Share
Awards under the LTIP may be subject to time pro-rating if the
Committee considers it appropriate given the circumstances of the
change of control.

Prior to 2008, the Executive Directors and other employees participated
in the Long Term Incentive Scheme (LTIS) and Company Share Option
Scheme (CSOS). No further awards will be made under these plans.

No Market Value Options were awarded in 2009.

Long Term Incentive Scheme (LTIS)
Vesting of LTIS awards is conditional on the Company’s TSR performance
relative to a comparator group of industry peers over a three-year period
which runs from the date of grant. The proportion of the LTIS award that
vests is dependent on BG Group’s position in this comparator group.
There is no retest provision.

In the event of a change of control, vesting of shares under the LTIS
is not automatic and would depend upon the extent to which the
performance conditions had been met at that time. Time pro-rating
will apply if the Committee considers that this is appropriate given
the circumstances of the change of control.

The following performance conditions apply for awards made under
the LTIS:

BG Group’s TSR position in comparator group % of allocated shares transferred

First 100

Upper quartile 75

Median 30

Below median All allocated shares are forfeited

Where performance is between upper quartile and first or between
median and upper quartile, the percentage of shares to be transferred
is determined on a proportionate basis.

The performance period for the 2006 allocation ended on
3 September 2009. BG Group’s final TSR for this period relative to
the TSR of companies in the relevant comparator group was measured
by the independent TSR monitoring service of Alithos Limited and
reviewed by Kepler Associates. This analysis placed BG Group in first
position. The Committee therefore decided, in accordance with the
performance condition for the 2006 allocation, that 100% of the
original award of shares had vested and, accordingly, these shares
were transferred to the participating employees on 7 September 2009.

For the 2006 allocation, the comparator group comprised BG Group
and the following 16 companies:

Amerada Hess Corporation; Anadarko Petroleum Corporation; BP plc;
Chevron Corporation; ConocoPhillips; Duke Energy Corporation;
El Paso Corporation; ENI S.p.A.; Exxon Mobil Corporation; Marathon Oil
Corporation; Norsk Hydro ASA; Occidental Petroleum Corporation;
Repsol YPF S.A.; Royal Dutch Shell plc; Statoil ASA and Total S.A.

For the 2007 allocation, the group was reduced by one, following the
merger of Statoil ASA and Norsk Hydro ASA’s petroleum activities.

• Anadarko Petroleum
Corporation

• Apache Corporation

• BP plc

• Chevron Corporation

• ConocoPhillips

• Devon Energy
Corporation

• ENI S.p.A.

• EOG Resources, Inc.

• Exxon Mobil
Corporation

• Hess Corporation

• Marathon Oil
Corporation

• Repsol YPF S.A.

• Royal Dutch Shell plc

• StatoilHydro ASA

• Suncor Energy Inc.

• Talisman Energy Inc.

• Total S.A.

• Woodside
Petroleum Ltd.

Of these companies, nine are headquartered in the USA, one in the UK,
two in Canada, one in Australia and five elsewhere in Europe.

The constituents of the Index for the September 2008 awards were
identical to those listed above, except that Suncor Energy Inc. was not
an Index constituent and Petro-Canada was included in the Index up
to the date of the completion of its acquisition by Suncor Energy Inc.
in August 2009.

The vesting of the Performance Share Awards is illustrated below:

If BG Group’s TSR performance is less than the Index TSR performance
over the performance period, the Performance Share Award will lapse.

If BG Group’s TSR performance meets the Index TSR performance over
the performance period, 25% of the Performance Share Award will vest.

If BG Group’s TSR performance exceeds the Index TSR performance over
the performance period by 7% p.a. or more, 100% of the Performance
Share Award will vest.

Between these two points the percentage vesting will be on a linear
sliding scale basis.

The TSR outperformance calculation is multiplicative, that is, if the
Index grows from 100% to 110%, then BG Group is required to move
from 100% to 134.75% (i.e. 110% x 107%3) over three years to achieve
maximum vesting.

In the event of a change of control, vesting of Performance Share
Awards under the LTIP is not automatic and would depend on the
extent to which performance conditions had been met at that time.
Time pro-rating will apply if the Committee considers it appropriate
given the circumstances of the change of control.

Performance Share Award – TSR performance (%)
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Company Share Option Scheme (CSOS)
The option price is based on the market value at the date of grant.
Options may only be exercised three years from the date of grant
subject to both continued employment and achievement of a financial
performance condition. This performance condition determines if and
the extent to which options may be exercised. It is based on BG Group’s
EPS(a) growth relative to the growth in the RPIX over a period of three
financial years relative to the financial year which ended immediately
prior to the date of grant. The Committee considers that an EPS
performance measure ensures that employees receive rewards only
when the Company has achieved sustained earnings growth during the
performance period. The calculation of EPS growth for grants made on
or after 21 July 2004 has been made using constant commodity prices
and constant exchange rates. There is no retest provision. Subject to
the above conditions the option may be exercised (in whole or in part)
at any time up to the expiry of 10 years from the date of grant.

% EPS growth over RPIX (over 3 years) % of options that are exercisable

30 or greater 100

15 50

Less than 15 Options are forfeited

A proportion of between half and all of the options will be exercisable
if the Company achieves EPS growth over three years of RPIX plus
between 15% and 30%, respectively.

Over the three-year performance period for the 2006 CSOS grant, the
Company’s EPS growth above the growth in the RPIX exceeded 30%.
As a result, 100% of the shares under the options granted to employees
in September 2006 are exercisable prior to September 2016.

In the event of a change of control, exercise of an option under the
CSOS is not automatic and would depend upon the extent to which
the performance condition had been satisfied at the time.

All-employee share plans
In order to encourage share ownership, the Company currently provides
two all-employee UK HM Revenue & Customs (HMRC) approved share
plans for its UK employees.

Share Incentive Plan (SIP)
The SIP is approved by HMRC. Two elements of the SIP operated
during 2009, the Partnership Shares Plan and the Flex Shares Plan.

(a) Partnership Shares
Eligible employees are offered the opportunity to buy Company shares
from pre-tax earnings as part of a regular share purchase plan. Shares
are currently purchased every six months using employees’ accumulated
deductions and are placed in trust.

At 31 December 2009, 73.0% (31 December 2008 70.5%) of eligible
employees were participating in this plan. Of those participating,
81% (31 December 2008 80%) were contributing the maximum of
£125 per month.

(b) Flex Shares
Flex Share allocations were made to all eligible employees as part of
the UK flexible benefits plan. Flex Share Awards of up to a maximum
of 273 shares, representing the maximum value allowed within the
£3 000 statutory limit, were made on 7 April 2009 to all eligible
employees in the UK who accepted their allocation. These shares will
be held in trust for up to five years.

Sharesave Plan
Grants were made under the BG Group Sharesave Scheme up to and
including 2007. From 2008, grants have been made under the Sharesave
Plan 2008. The plan is approved by HMRC and enables eligible employees
to acquire the Company’s shares with the proceeds of a monthly savings
contract. The contract period is three years. At 31 December 2009, 79.5% of
eligible employees were participating in either the Sharesave Plan 2008 or
its predecessor, the Sharesave Scheme, contributing an average monthly
payment of £226. Of those participating, 81.7% were contributing the
statutory maximum of £250 per month.

Remuneration report continued
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PENSIONS
The pension arrangements for Executive Directors are detailed on page 60.

As detailed in note 25, page 107, BG Group operates a number of pension
plans across the Group. Outside the UK, these plans are generally
defined contribution (or money purchase) arrangements. In April 2007,
a defined contribution plan was introduced in the UK for new hires.
Employees who were already members of the defined benefit scheme
continue to accrue benefits in that scheme.

DILUTION
The ABI has published guidelines relating to the disclosure of
commitments to issue new shares or re-issue Treasury shares under a
company’s share-based schemes. In the event of all options and awards
outstanding as at 31 December 2009 under BG Group’s LTIP and LTIS
(under which awards are planned to be satisfied by the re-issue of
Treasury shares or by the issue of new shares) vesting, and all CSOS
options becoming exercisable (under which options are currently
satisfied by the issue of new shares), the resulting issue of new shares
and re-issue of Treasury shares would amount to 1.33% of the issued
share capital at that date.

In the event of all options outstanding as at 31 December 2009 under
BG Group’s Sharesave Plan 2008 and Sharesave Scheme (which both
involve the issue of new shares), becoming exercisable, the resulting
issue would represent 0.07% of the issued ordinary share capital at
that date.

Partnership and Flex Share awards made under the SIP during 2009
were satisfied by the re-issue of Treasury shares. These awards
represented 0.015% of the issued share capital as at 31 December 2009.

The Company’s intention is to continue to satisfy the future exercise of
options and vesting of awards under the above schemes by the issue
of new shares and re-issue of Treasury shares as described above.

SHAREHOLDING GUIDELINES
The Committee has adopted guidelines for Executive Directors, GEC
members and certain other senior employees to encourage substantial
long-term share ownership. These specify that, over a period of five
years from the date of appointment, Executive Directors build up, and
then retain, a holding of shares with a value equivalent to 200% of base
salary. The required holding for other members of the GEC is 100% of
base salary and for certain other senior employees is 50% of base salary.
The guidelines require that, in relation to the LTIS and LTIP Performance
Share and Group Share Awards and Deferred Bonus Plan awards, vested
shares (net of tax) should be retained by the individual until the
required shareholding level is reached.

SERVICE CONTRACTS
The Executive Directors’ service contracts, including arrangements
for early termination, are carefully considered by the Committee and
are designed to recruit, retain and motivate Directors of the quality
required to manage the Company. The Committee considers that a
rolling contract with a notice period of one year is appropriate.

In line with the Company’s policy, the Executive Directors’ service
contracts contain change of control provisions. Should the Directors’
employment be terminated within 12 months of a change of control,
they are entitled to liquidated damages. The amount of liquidated
damages is equal to one year’s gross salary and a credit of one year’s
pensionable service (less any deductions the employer is required to
make), which the Committee considers to be a genuine pre-estimate
of loss. The Committee considers that these provisions assist with
recruitment and retention and that their inclusion is therefore in the
best interests of shareholders.

Other than change of control, the Executive Directors’ service contracts
do not contain provisions for compensation in the event of early
termination. When calculating termination payments, the Committee
takes into account a variety of factors, including individual and
Company performance, the obligation for the Director to mitigate his
or her own loss (for example, by gaining new employment) and the

(a) For a definition of EPS, refer to page 4.
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Director’s length of service. Further details of the Executive Directors’
service contracts can be found on page 57.

SENIOR EXECUTIVES BELOW THE EXECUTIVE DIRECTORS
The policy and practice with regard to the remuneration of senior
employees below the Executive Directors who are members of the
GEC is entirely consistent with that for the Executive Directors. These
senior executives all have a significant portion of their reward package
linked to performance. They all qualify for AIS, and are eligible for
awards (other than Group Share Awards) under the LTIP, and their
financial targets are the same as, or cascaded from, the targets for
the Executive Directors. The Committee reviews and approves the
individual remuneration packages for the GEC members and the
Company Secretary in accordance with the overriding objectives of the
Group’s remuneration policy. Their individual performance is reviewed
and their increases in base salary, AIS payments, and any LTIP awards are
subject to approval by the Committee each year. Other senior employees
below GEC level are generally treated consistently with the Executive
Directors and members of the GEC, with the exception that they may
participate in local discretionary annual cash plans, and are eligible to
receive Group Share Awards under the LTIP (in addition to Performance
Share Awards and grants of Market Value Options) but are still subject
to the overall limits on levels of individual award under the LTIP.

NON-EXECUTIVE DIRECTORS
The Board aims to recruit non-executive directors of a high calibre,
with broad commercial, international or other relevant experience.
Non-Executive Directors are appointed by the Board on the
recommendation of the Nominations Committee. Their appointment
is for an initial term of three years, subject to election by shareholders
at the first annual general meeting (AGM) following their appointment.
Upon the recommendation of the Nominations Committee, they are
generally re-appointed for a second term of three years, subject to
re-election by shareholders. There is no notice period and no provision
for termination payments.

The terms of engagement of the Non-Executive Directors are set out
in a letter of appointment.

The basic annual fee paid to Non-Executive Directors is £75 000.
Additional fees are also payable, for example, for membership of, or
chairing, a Committee of the Board and acting as Senior Independent
Director. Fees are reviewed every two years, taking into account time
commitment, competition for high quality non-executive directors
and market movements. The next review will be effective 1 July 2010.

Non-Executive Directors are not eligible to participate in any of the
Company’s share schemes, incentive schemes or pension schemes.

To facilitate the alignment of the interests of the Non-Executive
Directors with those of shareholders, the Group has put in place a
Non-Executive Directors' share purchase programme through which
Non-Executive Directors may elect to invest a proportion of their fees,
net of tax, on a regular basis to acquire BG Group shares on the open
market. The first deductions were made under this programme in
January 2010 and the first market purchases will be made in March 2010.

CHAIRMAN
Sir Robert Wilson was initially appointed as Chairman with effect
from 1 January 2004. He was first re-appointed for a three-year term
with effect from 1 January 2007 and following due consideration was
re-appointed with effect from 1 January 2010. In line with the
Non-Executive Directors, Sir Robert Wilson’s re-appointment is for
a three-year term and there is no notice period and no provision for
payment in the event of early termination. Sir Robert Wilson’s fee was
raised with effect from 1 January 2010 to £700 000 and is next subject
to review in January 2011.

PERFORMANCE GRAPH
The graph below shows BG Group’s TSR performance for the five-year
period ended 31 December 2009 (calculated in accordance with the
Regulations) against the performance of the FTSE 100.

The FTSE 100 was chosen because this is a recognised broad equity
market index of which the Company is a member.

* Assumes dividend income is reinvested.
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The following section of this Report provides details of the remuneration, service contracts or letters of appointment and share interests of all the Directors 
for the year ended 31 December 2009. 

DIRECTORS’ REMUNERATION 

INDIVIDUAL REMUNERATION FOR THE YEAR TO 31 DECEMBER 
 Salary/fees Taxable benefit (a) Bonus Total 

 
2009 

£ 
2008

£
2009

£
2008

£
2009

£
2008 

£ 
2009

£
2008

£

Sir Robert Wilson 680 000 625 000 2 258 2 643 – – 682 258 627 643

Ashley Almanza(b)(c)(d)(e) 687 521 649 488 4 605 4 760 670 000 864 000 1 362 126 1 518 248

Frank Chapman(b)(c)(d)(e) 1 142 848 1 081 588 5 060 4 998 1 590 000 1 944 000 2 737 908 3 030 586

Martin Houston(b)(c)(e) 474 694 – 156 120 – 600 000 – 1 230 814 –

Peter Backhouse(f) 85 000 80 000 – 406 – – 85 000 80 406

Jürgen Dormann(f) 85 000 80 000 – 406 – – 85 000 80 406

Baroness Hogg(f) 115 000 90 000 – 406 – – 115 000 90 406

Dr John Hood(f)(g) 95 000 87 500 – 203 – – 95 000 87 703

Sir David Manning(f) 80 000 38 333 – 406 – – 80 000 38 739

Mark Seligman(f) 5 847 – – – – – 5 847 –

Lord Sharman(f) 95 000 90 000 – 406 – – 95 000 90 406

Philippe Varin(f) 85 000 80 000 – 406 – – 85 000 80 406

Former Directors  
William Friedrich(h) – 444 208 168 742 13 765 – – 168 742 457 973

Sir Richard Giordano(i) – – 27 186 22 013 – – 27 186 22 013

(a)  Taxable benefits include items such as company car, driver, financial advice, gifts and medical insurance. In addition, in connection with his expatriate assignment in the USA, 
Martin Houston receives assistance with the costs associated with maintaining a base in the USA. 

(b)  Bonus figures for 2008 represent payments under the AIS in respect of the 2008 incentive year that were made in March 2009. The 2008 bonus figures for Ashley Almanza  
and Frank Chapman included awards deferred into shares to the value of £224 000 and £864 000 respectively (see Deferred Bonus Plan table below). Bonus figures for 2009 
represent payments under the AIS in respect of the 2009 incentive year that will be made in March 2010. The 2009 bonus figures for Frank Chapman and Martin Houston 
include awards deferred into shares to the value of £455 000 and £75 000 respectively. Awards made under the Deferred Bonus Plan will normally vest three years after the 
date of the award and are subject to forfeiture on cessation of employment, other than in certain specified circumstances. 

(c)  The salary figures for Executive Directors for 2009 include Flex Shares of £2 988 received under the Flex Share Plan in April 2009. In 2010, Executive Directors will also be eligible 
to receive up to £3 000 of Flex Shares under the Flex Share Plan. Salary figures for Executive Directors for 2008 include shares to the value of £2 988 received under the 
predecessor Free Share Plan. 

(d)  Salary figures include a cash allowance in lieu of a company car for Ashley Almanza and Frank Chapman.  
(e)  BG Group operates a flexible benefits plan in which the majority of its UK employees, including the Executive Directors, are eligible to participate. Under the plan, employees 

receive their SIP Flex Share allocations and can also acquire certain additional benefits (generally by salary sacrifice) or decline certain existing benefits. The reported salary 
figures reflect any adjustments that may arise as a result of the operation of this plan. 

(f)  Each Non-Executive Director was paid a fee of £65 000 per annum until 30 June 2008. From 1 July 2008, this increased to £75 000 per annum. A fee of £5 000 per annum is  
also paid for membership of each of the Audit, Sustainability and Remuneration Committees, other than for the chairmen of those Committees. The chairmen of the Audit, 
Sustainability and Remuneration Committees received additional fees of £20 000, £15 000 and £15 000 respectively. In 2009, Baroness Hogg received a fee of £20 000 as Senior 
Independent Director.  

(g)  In 2008, Dr John Hood received a payment of £5 000 in respect of an overseas trip. This amount is included within his fees figure for 2008. 
(h)  William Friedrich is a US citizen and retired as a Director on 13 December 2007. His 2009 taxable benefits include certain contractual expenses payable in connection with his 

relocation back to the USA following his retirement. In addition, he is also covered by long-term care insurance. The value of this taxable benefit for 2009 was £12 747 and for 
2008 was £8 792 and is included within the taxable benefits figures for the relevant years above. Cover is being paid by 10 instalments, the first of which was paid in 2002. The 
2008 salary and other benefits relate to his time as an employee from 1 January to 31 July 2008.  

(i)  Sir Richard Giordano retired as Chairman and Director on 31 December 2003. Sir Richard continues to be entitled to private medical insurance and long-term care insurance.  
The long-term care insurance is being paid by 10 instalments, the first of which was paid in 2002. 



 

BG Group Annual Report and Accounts 2009 

57
D

irectors’ R
eport 

B
usiness R

eview
 

D
irectors’ R

eport 
C

orporate G
overnance 

Financial 
Statem

ents 
Shareholder
Inform

ation 

DEFERRED BONUS PLAN 

Award date 

Market price 
at date of

award

Shares 
over which 

Deferred 
Bonus Awards 

held as at 
1 Jan 2009

Shares  
over which 

Deferred 
Bonus Awards 

granted during 
the year 

End of  
deferral 

period 
Normal 

vesting date

Shares 
over which 

Deferred 
Bonus Awards 

held as at 
31 Dec 2009

Ashley Almanza   

10 Mar 09 £9.9850 – 23 693 09 Mar 12 10 Mar 12 23 693

Frank Chapman   

10 Mar 09 £9.9850 – 91 389 09 Mar 12 10 Mar 12 91 389

Martin Houston   

10 Mar 09 £9.9850 – 17 955 09 Mar 12 10 Mar 12 17 955

Under normal circumstances, Deferred Bonus Awards will not vest and shares will not be released until after the end of the three-year deferral period which began on  
10 March 2009. The release of the shares is conditional upon continued employment until the end of the deferral period. 

DIRECTORS’ SERVICE CONTRACTS 

EXECUTIVE DIRECTORS 
Details of the service contracts of the Executive Directors who served during the year are set out below: 

Contract  
date 

Unexpired 
term 

Notice 
period

Compensation 
payable 

upon early
termination (a)

Ashley Almanza 01 Aug 02 rolling 1yr 1yr n/a

Frank Chapman 14 Sep 00 rolling 1yr 1yr n/a

Martin Houston 03 Feb 09 rolling 1yr 1yr n/a

(a)  Other than the change of control provisions, the Executive Directors’ service contracts do not contain provisions for compensation payable upon early termination. 

Change of control 
As described on page 54, the Executive Directors’ service contracts contain change of control provisions. 

For the purposes of these provisions, a change of control is deemed to occur if the Company becomes a subsidiary of another company; or if 50% or more  
of the voting rights of the Company or the right to appoint or remove the majority of the Board of the Company become vested in any individual or body or 
group of individuals or bodies acting in concert; or if all or substantially all of the business, assets and undertakings of the Company become owned by any 
person, firm or company (other than a subsidiary or associated company). A change of control is also deemed to occur if the whole of the issued capital of 
BG Energy Holdings Limited or a substantial part of the undertaking of that Company (including its subsidiaries) is transferred to another company, unless 
that transferee company is a subsidiary of the Company, or a company ultimately owned by substantially the same shareholders as are the ultimate 
owners of the Company.  

However, a change of control does not occur if (and only if) through a process of reconstruction the Company becomes a subsidiary of another company 
owned by substantially the same shareholders as are the shareholders of the Company. The Executive Directors’ service contracts provide that any 
payments made pursuant to these provisions will be made, less any deductions the employer is required to make. Any such payments shall be in full  
and final settlement of any claims the Executive Director may have against the employer or any associated company arising out of the termination of 
employment, except for any personal injury claim, any claim in respect of accrued pension rights, or statutory employment protection claims. 

CHAIRMAN AND NON-EXECUTIVE DIRECTORS 

 

Date of
appointment or
re-appointment Expiry date

Sir Robert Wilson 1 Jan 10 Dec 12

Peter Backhouse 14 May 07 May 10

Jürgen Dormann 18 May 09 May 12

Baroness Hogg 14 May 08 May 11

Dr John Hood 14 May 08 May 11

Sir David Manning 1 July 08 May 11

Mark Seligman 3 Dec 09 Dec 12

Lord Sharman 14 May 07 May 10

Philippe Varin 18 May 09 May 12

The Non-Executive Directors’ letters of appointment do not contain any notice period or provision for compensation in the event of early termination of 
their appointment.  
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DIRECTORS’ INTERESTS IN SHARES UNDER THE BG GROUP LONG TERM INCENTIVE SCHEME 

Award date 

Market price 
at date 

of award

Notional 
allocations of 

shares as at
1 Jan 2009

Shares 
vested during 

the year

End of      
performance      

period (b)
Vesting  

date 
Value   

vested   

Notional 
allocations of 

shares as at 
31 Dec 2009

Ashley Almanza  

 04 Sep 06 £6.8400 255 330 255 330 03 Sep 09(a) 07 Sep 09 £2 601 813(c) –

 05 Sep 07 £7.8650 258 016 – 04 Sep 10   05 Sep 10 –  258 016

Frank Chapman  

 04 Sep 06 £6.8400 516 738 516 738 03 Sep 09(a) 07 Sep 09 £5 265 560(c) –

 05 Sep 07 £7.8650 553 426 – 04 Sep 10   05 Sep 10 –  553 426

Martin Houston  

 04 Sep 06 £6.8400 141 850 141 850 03 Sep 09(a) 07 Sep 09 £1 445 452(c) –

 05 Sep 07 £7.8650 199 121 – 04 Sep 10   05 Sep 10 –  199 121

(a) As a result of the performance criteria measured in September 2009, 100% of the September 2006 notional allocation was transferred to the Executive Directors on  
7 September 2009. 

(b) The transfer of shares is dependent on the achievement of performance criteria at the end of a three-year performance period. The performance conditions for the scheme  
are set out on page 53. 

(c) The market price on the date of vesting and transfer, 7 September 2009, was £10.19. 

As at 31 December 2009, the Executive Directors also had a deemed beneficial interest in 301 894 shares as potential beneficiaries in the BG Group New 
Employees Share Trust (27 837 shares) and the BG Group plc Employee Share Trust (274 057 shares). As of 10 March 2010, this interest had reduced to  
281 122 shares, comprising 13 927 shares in the BG Group New Employees Share Trust and 267 195 shares in the BG Group plc Employees Share Trust.  

DIRECTORS’ INTERESTS IN SHARES UNDER THE BG GROUP PLC LONG TERM INCENTIVE PLAN 2008 

Award date 

Market price 
at date 

of award

Shares over 
which awards 

held as at
1 Jan 2009

Shares over which     
awards granted     
during the year     (a)

End of     
performance     

period     (b)
Vesting 

date

Shares over 
which awards 

held as at 
31 Dec 2009

Ashley Almanza  

02 Sep 08 £11.19 230 324 –  31 Aug 11   01 Sep 11 230 324

07 Sep 09 £10.19 – 264 624  31 Aug 12   07 Sep 12 264 624

Total  494 948

Frank Chapman  

02 Sep 08 £11.19 546 374 –  31 Aug 11   01 Sep 11 546 374

07 Sep 09 £10.19 – 676 266  31 Aug 12   07 Sep 12 676 266

Total  1 222 640

Martin Houston  

02 Sep 08 £11.19 199 481 –  31 Aug 11   01 Sep 11 199 481

07 Sep 09 £10.19 – 236 977  31 Aug 12   07 Sep 12 236 977

Total  436 458

(a) Executive Directors only received grants of Performance Share Awards. All Performance Share Awards granted to UK employees in September 2009 were granted in the form  
of nil-cost options. Under normal circumstances, the awards will not vest and the options will not become exercisable until after the end of the three-year vesting period which 
commenced on 7 September 2009. The options are exercisable until the seventh anniversary of the vesting date but will vest automatically on an employee leaving the 
Company if not already exercised. The level of vesting is dependent on the achievement of specified performance criteria at the end of the three-year performance period. The 
performance conditions for the 2009 awards are set out on page 52. 

(b) The transfer of shares awarded is dependent on the achievement of performance criteria at the end of the three-year performance period. The performance conditions for the 
2008 awards are set out on page 52. 
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DIRECTORS’ INTERESTS IN ORDINARY SHARES 

OPTIONS 
The number of share options held by the Directors under the BG Group Sharesave Scheme and BG Group Sharesave Plan 2008 was as follows:  

 
Options as at 
1 Jan 2009(a)

Exercised 
in year

Granted 
in year

Lapsed 
in year

Options as at 31 
Dec 2009 

Exercise  
price 

Earliest 
normal 

exercise date
Expiry 

date

Ashley Almanza 1 340 – – – 1 340 £7.16 Feb 2011 Aug 2011

Frank Chapman 1 253 – – – 1 253 £7.66 Feb 2012 Aug 2012

Martin Houston 6 031 – – – 6 031(e) £2.74 Nov 2009 March 2010

Martin Houston – – 1 051 – 1 051 £8.63 Feb 2013 Aug 2013

The number of share options held by the Directors under the BG Group CSOS was as follows:  

 
Options as at 
1 Jan 2009(a)

Exercised 
in year

Granted 
in year

Lapsed 
in year

Options as at 31 
Dec 2009 

Exercise  
price 

Earliest 
normal 

exercise date
Expiry 

date

Ashley Almanza 337 892 337 892(b) – – – £4.9942 Sep 2008 Sep 2015

 308 228 – – – 308 228 £6.8983 Sep 2009 Sep 2016

 303 030 – – – 303 030 £7.9200 Sep 2010 Sep 2017

Frank Chapman 156 424 156 424(c) – – – £2.6850 Nov 2003 Nov 2010

 382 304 382 304(c) – – – £2.5634 Nov 2004 Nov 2011

 409 136 409 136(c) – – – £2.5175 Sep 2005 Sep 2012

 440 406 440 406(c) – – – £2.7050 Sep 2006 Sep 2013

 500 000 500 000(c) – – – £3.4733 Sep 2007 Sep 2014

 612 711 – – – 612 711 £4.9942 Sep 2008 Sep 2015

 521 868 – – – 521 868 £6.8983 Sep 2009 Sep 2016

 505 050 – – – 505 050 £7.9200 Sep 2010 Sep 2017

Martin Houston 125 000 125 000(d) – – – £3.4733 Sep 2007 Sep 2014

 171 199 171 199(d) – – – £4.9942 Sep 2008 Sep 2015

 171 238 171 238(d) – – – £6.8983 Sep 2009 Sep 2016

 214 646 – – – 214 646 £7.9200 Sep 2010 Sep 2017

(a) Or on date of appointment if later. 
(b)  The market price on 23 September 2009, the date of exercise, was £11.05. The total gain on exercise was £2 046 206.  
(c)  The market price on 23 September 2009, the date of exercise, was £11.05. The total gain on exercise was £15 507 439. 
(d)  The market price on 4 September 2009, the date of exercise, was £10.08. The total gain on exercise was £2 241 349. 
(e)  Exercised on 4 March 2010. 

The performance measure for the CSOS is set out on page 54. 

The closing price of an ordinary share on 31 December 2009 was £11.22. The range during the year was £11.62 (high) and £8.64 (low). All market price figures 
are derived from the Daily Official List of the London Stock Exchange.  
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ORDINARY SHARES 
The Directors’ interests in ordinary shares of the Company at the end of the financial year were as follows: 

 Interests in ordinary shares (a) 

 
As at      

1 Jan 2009 (b)
As at 

31 Dec 2009

Sir Robert Wilson 98 000   98 000

Ashley Almanza 540 220   540 638

Frank Chapman 1 118 077   1 721 107

Martin Houston (appointed 3 February 2009) 467 667   678 119

Peter Backhouse 36 500   36 500

Jürgen Dormann 22 000   52 000

Baroness Hogg 6 585   8 519

Dr John Hood –   5 000

Sir David Manning 1 139   1 139

Mark Seligman (appointed 3 December 2009) 3 000   3 000

Lord Sharman 1 956   1 956

Philippe Varin 5 000   42 500

(a) Interests including shares acquired pursuant to the BG Group SIP. 
(b)  Or on date of appointment if later. 

On 17 February 2010, Mark Seligman acquired an interest in a further 5 000 ordinary shares in the Company. On 4 March 2010, Martin Houston acquired  
a further 6 031 ordinary shares on the exercise of an option granted to him under the BG Group Sharesave Scheme (see Options table on page 59). 

As of 10 March 2010, the Directors’ interests in the share capital of the Company represent less than 1% of the issued share capital of the Company. 

SHAREHOLDING GUIDELINES 
As stated on page 54, the Executive Directors are required to build up, and then retain, a shareholding with a value equivalent to 200% of their base salary. 
The table below sets out, in respect of each Executive Director, how far this requirement had been achieved as at 31 December 2009. 

Executive Directors 
Base salary      

£000 (a)

Value of      
shareholdings      

£000 (b)

Minimum 
shareholding 

requirement as 
% of base 

salary

Actual 
shareholding 

as % of base 
salary

Ashley Almanza 670    6 066     200 905

Frank Chapman 1 135    19 311     200 1 701

Martin Houston 525    7 608     200 1 449

(a) Base salary is annual salary following the 2009 Salary Review and effective from 1 April 2009. 
(b)  The value of shareholdings is based on the closing price of a BG Group ordinary share on 31 December 2009. 

PENSIONS  
The basis on which retirement benefits are calculated for Ashley Almanza and Frank Chapman has not changed during the year. They receive an accrual  
of benefits designed to target a pension of two-thirds of their final 12 months’ salary on retirement from BG Group at age 60. Martin Houston has been  
a member of the GEC since 2000 and was appointed as a Director of the Board with effect from 3 February 2009, and there has been no change to his 
pension arrangements. He continues to accrue pension at the rate of 1/60 of his final 12 months’ salary for each year of pensionable service.  

As is the case for all other UK employees who became pension scheme members before 6 April 2006, none of the Directors can be paid an immediate 
pension before age 60 on a non-actuarially reduced basis unless they have attained age 55 and completed ten years’ service with the Group (including 
pensionable service transferred from previous employment) and the Company expressly agrees to payment on an unreduced basis, or they are over the  
age of 50 and have been made redundant, or in the event of incapacity. UK employees who became pension scheme members on or after 6 April 2006 
cannot be paid a non-actuarially reduced pension until age 60, other than in the event of incapacity. Pensions in payment are increased in line with retail 
price inflation. An adult dependant’s pension is payable on death in service, equal to two-thirds of that payable to the pension scheme member based  
on potential service to age 65. On death in retirement, an adult dependant’s pension is payable equal to two-thirds of the member’s pension prior to 
exchanging any of it for a cash lump sum. 

Ashley Almanza, Frank Chapman and Martin Houston were members of the BG Pension Scheme (BGPS) and the BG Supplementary Benefits Scheme 
(BGSBS) throughout the year. The BGPS is a funded, registered pension scheme and the BGSBS is an unfunded, unregistered pension scheme. The 
allocation of their benefits between the registered and unregistered schemes changed after 6 April 2006, when a new pensions taxation regime came  
into force. Their BGPS benefits are limited to the ‘lifetime allowance’ and the balance of their benefits is provided by the BGSBS. Frank Chapman and 
Martin Houston elected ‘enhanced protection’ under the new regime and therefore both have personal lifetime allowances that are based on the value  
of their accrued BGPS benefits at 6 April 2006. 

A provision has been made in the Company’s accounts in respect of the obligations for unfunded post-retirement benefits. 
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Directors’ pension provisions were as follows:  

Executive Directors 

Director’s      
contributions      

in year to      
31 Dec 2009 (a)

£000      
Age at

31 Dec 2009

 
 
 
 
 

£000 pa 
(b) 

Increase in 
accrued 
annual 

pension in year 
to 31 Dec 2009 

£000 pa  
(c) 

Total accrued 
annual 

pension at 
31 Dec 2009 

£000 pa
Retirement 

age

Ashley Almanza 4    46 27 18 211 60

Frank Chapman 4    56 63 34 646 60

Martin Houston(e) 2    52 24 24 225 60

 

Executive Directors 

Transfer value of      
accrued pension      

as at 31 Dec 2008 (d)
 £000      

Transfer value of      
 accrued pension      

as at 31 Dec 2009 (d)
 £000      

Increase in transfer value 
over the year less Director’s 

own contributions 
£000

Ashley Almanza 1 768    2 949     1 177

Frank Chapman 9 433    14 018     4 581

Martin Houston(e) 2 563    4 003     1 438

(a)  The Directors paid pension contributions up to 31 March 2009. Thereafter a 'salary sacrifice' system operated under which the Company made contributions on behalf of each 
Director and reduced their salary by a corresponding amount.  

(b)  Actual increase. 
(c)  Increase net of price inflation. No adjustment is made in Martin Houston's case as the date on which he became a Director was less than one year before 31 December 2009. 
(d)  The transfer values shown at the end of 2008 and 2009 represent the value of each Executive Director’s accrued pension based on total service completed to the relevant date. 

The accrued pensions are the amounts that would have been paid if the Executive Director had left service at the relevant date. The transfer values are calculated in accordance 
with the requirements of the transfer value regulations. Increases in transfer values since 31 December 2008 have been significantly affected by changes in market conditions 
over the year and amendments to the actuarial factors used which were reviewed following completion of the 2008 BGPS funding valuation in August 2009. 

(e)  The figures for Martin Houston have been determined by reference to his appointment date of 3 February 2009, rather than 31 December 2008, which is used for  
Frank Chapman and Ashley Almanza. 

EXTERNAL APPOINTMENTS 
None of the Executive Directors currently holds an appointment as a non-executive director of another company.  

By order of the Board 

Baroness Hogg 
Chairman of the Remuneration Committee 

10 March 2010 

Registered office: 
100 Thames Valley Park Drive 
Reading 
Berkshire RG6 1PT 
Registered in England & Wales No. 3690065 
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There are a number of legal and regulatory requirements with which  
BG Group must comply, such as the Companies Act 2006 (the “Act”),  
Listing Rules and Disclosure and Transparency Rules. This section contains 
additional information, required by these laws and regulations to be  
included by the Directors in the Annual Report and Accounts. 

SHAREHOLDERS 
Incorporation and Constitution 
The Company is incorporated in England & Wales under company number 
3690065. The Company’s share capital consists of ordinary shares with a 
nominal value of 10p each.  

The Company’s Articles of Association (the “Articles”) are available on the 
Company’s website at www.bg-group.com 

Annual General Meeting  
The Annual General Meeting (AGM) will be held at 11.30 am on Wednesday,  
12 May 2010 in the Princess Suite at the Royal Berkshire Conference Centre 
Madejski Stadium, Reading, RG2 0FL. The Notice of AGM together with an 
explanation of the proposed resolutions, including the proposed adoption  
of new articles of association by the Company, is set out on pages 134 to 139.  
A summary of the business carried out at the AGM will be published on the 
BG Group website. 

Amendment of the Articles 
The Articles may only be amended by a special resolution at a general 
meeting of the Company. As noted above, a special resolution proposing  
the adoption of new articles of association will be proposed at the AGM. 
Further details are set out in the Notice of AGM on pages 134 to 140. 

Substantial shareholders 
At March 2010 the following voting interests in the ordinary share capital of 
the Company, disclosable under the FSA Disclosure and Transparency Rules, 
had been notified to the directors: 

Legal and General Group plc  
and/or its subsidiaries 

 
160 832 510 4.76%

BlackRock Inc 
and/or its subsidiaries 

 
247 478 776 7.33%

Voting rights 
When a shareholder is entitled to attend a general meeting and vote, where 
there is a poll, subject to any special rights or restrictions attaching to any class 
of shares, if he is entitled to be present and to vote, he has one vote for every 
share that he holds. 

To decide who can attend or vote at a general meeting and how many votes 
can be cast, the notice of the meeting must give a time by which people  
must be entered on the Register in order to be entitled to attend or vote at  
a meeting. This time must not be more than 48 hours before the time fixed 
for the meeting (and for this purpose no account shall be taken of any part  
of a day that is not a working day). Unless the Articles say otherwise, the  
only people who can attend or vote at general meetings or exercise any  
other right conferred by being a shareholder in relation to general meetings, 
are shareholders who have paid the company all calls, and all other sums,  
relating to their shares which are due at the time of the meeting. This  
applies both to attending a meeting personally and to attending by proxy  
or company representative. 

Restrictions on shareholders’ rights 
If a shareholder has been properly served with a notice under Section 793  
of the Act requiring information about interests in shares, and has failed to 
supply such information within 14 days of the notice, then (subject to the 
Articles and unless the Directors otherwise decide) the shareholder is not  
(for so long as the default continues) entitled to attend or vote at a 
shareholders’ meeting or to exercise any other right in relation to a meeting 
as holder of any shares held by the shareholder in default. Any person who 
acquires shares in relation to which a default has occurred (Default Shares)  
is subject to the same restrictions unless:  

• the transfer was an approved transfer pursuant to a takeover or one 
which, to the Directors’ satisfaction, is a bona fide sale to a person 
unconnected with the shareholder; or  

• the transfer was by a shareholder who was not himself in default in 
supplying the information required by the notice and (a) the transfer  
is of only part of his holding, and (b) the transfer is accompanied by a 
certificate in a form satisfactory to the Directors stating that, after due 
and careful enquiries, the shareholder is satisfied that none of the shares 
included in the transfer are Default Shares. Where the Default Shares 
represent 0.25% or more of the existing shares of a class, the Directors 
can, at their absolute discretion, by notice to the shareholder, direct  
that (a) any dividend or other money that would otherwise be payable  
on the Default Shares shall be retained by the Company (without any 
liability to pay interest when that dividend or money is finally paid to the 
shareholder), and/or (b) the shareholder will not be allowed to choose  
to receive shares in place of dividends, and/or (c) no transfer of any of  
the shares held by the shareholder will be registered unless one of the 
provisos specified above is satisfied. 

Variation of rights 
If the Company’s share capital is split into different classes of shares, subject 
to the relevant English law and unless the Articles or rights attaching to any 
class of shares provide otherwise, the special rights attaching to any of these 
classes can be varied or abrogated as provided by those rights or approved by 
a special resolution passed at a separate meeting of that class. Alternatively, 
the holders of at least 75% of the existing shares of the class (by nominal 
value) can give their consent in writing.  

Alteration of share capital 
The shareholders can by ordinary resolution (a) consolidate, or consolidate 
and then divide, all or any of the Company’s share capital into new shares of a 
larger nominal amount than the existing shares, and (b) divide some or all of 
the Company's share capital into shares which are of a smaller nominal value 
than the existing shares. This is subject to any restrictions under the Act and 
all other laws and regulations applying to the Company. The resolution may 
provide that, as between the holders of the divided shares, different rights and 
restrictions which the Company can apply to new shares may apply to all or 
any of the different divided shares. The Company may reduce its share capital 
by special resolution confirmed by the court in accordance with Section 641 of 
the Act and subject to the Articles. In accordance with Section 690 of the Act, 
the Company may purchase its own shares (including any redeemable shares) 
subject to Chapter 4 of the Act and the Articles. However, if the Company has 
existing shares that are admitted to the Official List of the London Stock 
Exchange and that are convertible into equity shares, then the Company can 
only buy back equity shares of that class if either the terms of issue of the 
convertible shares permit the Company to buy back equity shares or the buy 
back or agreement to buy back has been approved by a special resolution 
passed by such holders. 

Rights of foreign shareholders 
There are no limitations imposed by the relevant English law or the Articles  
on the rights to own securities, including the rights of non-resident or foreign 
shareholders to hold or exercise voting rights on the securities. 

Notification of the acquisition or disposal of major shareholdings 
Rule 5 of the Disclosure and Transparency Rules requires disclosure to the 
issuer by (a) holders of shares with voting rights attached, (b) those entitled  
to exercise voting rights, and (c) those holding financial instruments that result 
in a right to acquire shares with voting rights already in issue, when their 
interests reach, exceed, or fall below 3%, and every percentage point above 3%. 

Transfer of shares 
Unless otherwise provided in the Articles or the terms of issue of any shares, 
any shareholder may transfer any or all of his shares. The Directors may refuse 
to register a transfer of shares in certificated form which are not fully paid-up 
or otherwise in accordance with the Articles. However, if any of those shares 
have been admitted to the Official List of the London Stock Exchange, the 
Directors cannot refuse to register a transfer if this would stop dealings in the 
shares from taking place on an open and proper basis. 

If the Directors decide not to register a transfer, they must notify the person to 
whom the shares were to be transferred of the refusal, together with reasons 
for the refusal, as soon as practicable and in any event within two months 
after the date on which the Company receives the transfer (in the case of a 
share in certificated form) or the instruction from the operator of the relevant 
system (including CREST, in the case of a share in uncertificated form).  
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Share capital 
In order to enable the Company to return value to shareholders, the Company 
was given authority at the 2009 annual general meeting to make market 
purchases of up to 335 780 660 of its own Ordinary 10p shares at a maximum 
price per share of 105% of the average middle market closing price of the 
shares for the five trading days prior to the relevant purchase. This authority 
will expire at the conclusion of the 2010 AGM and approval from shareholders 
will be sought at that meeting to renew the authority for a further year. For 
further information and details of shares issued during the year, see page 73 
and note 22, page 104.  

Dividends 
The shareholders can declare final dividends by ordinary resolution.  
No dividend can exceed the amount recommended by the Directors.  
No interim dividend shall be paid on shares that carry deferred or  
non-preferred rights if, at the time of payment, any preferential dividend  
is in arrears. Unless the rights attaching to shares or the terms of any  
shares provide otherwise, dividends are paid based on the amounts that  
have been paid up on the shares in the relevant period. 

The Directors can recommend the shareholders to pass an ordinary resolution 
to direct all or part of a dividend to be paid by distributing specific assets.  
The Directors must give effect to such a resolution. If a dividend has not been 
claimed for one year, the Directors may invest the dividend or use it in some 
other way for the benefit of the Company until the dividend is claimed. Any 
dividend that has not been claimed for 12 years may be forfeited and belong 
to the Company if the Directors so decide. 

Winding up 
If the Company is wound up, the liquidator can, with the authority of a special 
resolution and any other sanction required by relevant law, divide among the 
shareholders all or part of the assets of the Company or transfer any part of 
the assets to trustees on trust for the benefit of the shareholders. No past or 
present shareholder can be compelled to accept any shares or other property 
under the Articles that carries a liability. 

RESEARCH AND DEVELOPMENT 
The Act requires the Directors’ Report to state any activities in the field of 
research and development undertaken by the Company. The Company 
currently has no significant activities to report upon. See note 3 on page 81  
for research and development expenditure included in the income statement. 

BRANCHES 
BG Group, through various subsidiaries, has established branches in a number 
of different countries in which the business operates. 

EMPLOYEES 
Employees are informed about significant business issues and the Group’s 
performance using email, webcasts, the Group’s intranet and in-house 
publications, as well as DVDs and briefing meetings at each business location. 
When appropriate, consultation with employee and union representatives 
also takes place. 

The Group takes the issues of equality and diversity seriously and encourages 
its partners to do likewise. By using the talent and skills available in all  
groups and communities in the countries in which it operates, the Group is 
able to build a strong foundation for the lasting success of its business.  
This is achieved by using appropriate recruitment and selection techniques,  
ensuring equality of employment opportunities and equal access to 
development opportunities.  

The Group is also committed to providing a work environment free from 
harassment and discrimination. This commitment is included in the Group’s 
policy on Human Resources, which is available on the BG Group website.  
The Group remains committed to the full and fair treatment of people with 
disabilities in relation to job applications, training, promotion and career 
development. Every effort is made to find appropriate alternative jobs for 
those who are unable to continue in their existing job because of disability. 
The Group encourages its partners to take a similar approach to these issues 
where Group policies are not able to be implemented directly.  

Employees are encouraged to become shareholders in the Company and a 
significant number participate in the Group’s share plans. 

COMMUNITY  
Donations 
During 2009, the Group donated around £240 000 to registered charities  
in the UK. More information on the Group’s social performance and social 
investment activities can be found on pages 36 to 37 of this Report and in  
the 2009 Sustainability Report, available online at  
www.bg-group.com/sustainability 

The Group’s policy is not to make donations for political purposes. In 2009,  
no donations were made in any EU member state for political purposes, as 
defined in Section 364 of the Act. 

Suppliers 
The Group aims to adopt fair payment practices in line with each country  
in which it operates and aims to pay all its creditors promptly and in 
accordance with contractual and other legal obligations. It is the Group’s 
policy to agree the payment terms with each supplier at the start of business 
and to ensure that they are aware of the terms of payment. The Group had  
19 days’ purchases outstanding at 31 December 2009 (2008 20 days), based  
on the average daily amount invoiced by suppliers during the year. 

SIGNIFICANT CONTRACTS – CHANGE OF CONTROL 
There are a number of agreements that take effect, alter or terminate upon  
a change of control of the Company following a takeover bid. 

Under the agreement governing the Company’s equity investment in 
Comgás, in the event of a change of control of the Company following a 
takeover bid, Shell Gas B.V. has the right to acquire the Company’s equity  
in Comgás at market value. In addition, in the event of a change of control 
affecting the Company or its relevant subsidiaries which are holding 
companies of Comgás the São Paulo State gas regulator, ARSEP, may  
require such change of control to be approved by them in order to avoid 
breach of the Comgás concession agreement. 

It is possible that the Republic of Kazakhstan may claim to have a right to 
acquire BG Group’s interest in the Final Petroleum Sharing Agreement 
governing the operation of the Karachaganak gas condensate field  
(BG Group 32.5%) (or the shares in the company holding that interest) in  
the event of a change of control of the Company following a takeover bid. 

As at 31 December 2009, BG Energy Holdings Limited had bilateral committed 
multi-currency revolving borrowing facilities with a number of its relationship 
banks in an aggregate amount of $2 505 million.  All are currently undrawn. 
When taken together, these facilities are significant to the ongoing liquidity  
of the Group and repayment or cancellation of any or all of them may be 
demanded upon a change of control of the Company. 

No other agreements that take effect, alter or terminate upon a change  
of control of the Company following a takeover bid are considered to be 
significant in terms of their potential impact on the business of the Group  
as a whole. 

ESSENTIAL CONTRACTS OR OTHER ARRANGEMENTS 
Given the scope and diversity of BG Group’s activities, BG Group does not 
consider there are persons with whom the Company has contractual or  
other arrangements, which are essential to the business of BG Group. 

DIRECTORS 

 
Conflicts of interest 
From 1 October 2008, the Directors became subject to a statutory duty under 
the Act to avoid a situation where they have, or could have, a direct or indirect 
interest that conflicts, or possibly could conflict, with the Company’s interests. 
The Act allows directors of public companies to authorise conflicts and 
potential conflicts where appropriate, if the articles of association contain  
a provision to this effect. The Act also allows the articles to contain other 
provisions for dealing with directors’ conflicts of interest to avoid a breach of 
duty. At the 2008 annual general meeting, revised Articles that contained 
such provisions were adopted. 

Certain safeguards apply when the Directors consider whether to authorise a 
conflict or potential conflict. Firstly, only Directors who have no interest in the 
matter being considered are able to take the relevant decision, and secondly, 
in taking any decision, the Directors must act in a way that they consider, in 
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good faith, will be most likely to promote the Company’s success. In addition, 
the Directors are able to impose limits or conditions when giving such 
authorisation if they think this is appropriate. 

In exercising the power to authorise conflicts or potential conflicts of interest, 
the Board has adopted the guidelines issued by the GC100 (the Association of 
General Counsel and Company Secretaries of the FTSE 100) and appropriate 
procedures have been put in place to ensure that all Directors notify the 
Company of any situation where they have, or could have, a direct or indirect 
interest that conflicts, or possibly could conflict, with the Company’s  
interests. Once notified, all such matters are considered by the Nominations 
Committee and an appropriate recommendation is made to the Board on 
whether or not to authorise such matters, and, if so, on what terms. The 
Board believes that these procedures are operating effectively. 

Indemnities and insurance 
BG Group maintains liability insurance for its Directors and officers.  
The Directors, Company Secretary and members of the Group Executive 
Committee have also been granted a qualifying third-party indemnity,  
under Section 234 of the Act, which remains in force. Neither the Company’s 
indemnity nor insurance provides cover in the event that the indemnified 
individual is proved to have acted fraudulently or dishonestly. 

Directors’ borrowing powers 
So far as the Companies Acts (as defined in section 2 of the Act) allow, the 
Directors can exercise all the powers of the Company to (a) borrow money,  
(b) issue debentures and other securities, and (c) give any form of guarantee or 
security for any debt, liability or obligation of the Company or of any third party. 

The Directors must limit the Borrowings (as defined in the Articles) of the 
Company and exercise all voting and other rights or powers of control 
exercisable by the Company in relation to its subsidiary undertakings, so as  
to ensure that the total amount of all Borrowings by the Group outstanding 
at any time will not exceed twice the Adjusted Total of Capital and Reserves 
(as defined in the Articles) at such time. This limit may be exceeded if the 
Company’s consent has been given in advance by an ordinary resolution 
passed at a general meeting. 

Statement of disclosure of information to auditors 
As required by Sections 418 and 419 of the Act, each of the Directors has 
approved this Report and confirmed that, so far as they are aware, there is  
no relevant audit information (being information needed by the auditors  
in connection with preparing their Audit report) of which the Company’s 
auditors are unaware, and they have taken all the steps that they ought to 
have taken as a Director in order to make themselves aware of any relevant 
audit information and to establish that the Company’s auditors are aware  
of that information. 

FINANCIAL 
Results and dividend 
For the year ended 31 December 2009, the total profit before tax was 
£3 862m (2008 £5 468m). A final dividend of 6.73p per ordinary share  
is proposed (2008 6.55p), making a total dividend for 2009 of 12.35p  
(2008 11.23p). The results are dealt with more fully in the Financial Statements 
on pages 65 to 128 and summarised in the Financial review on pages 24 to 29. 

The trustees of the BG Group New Employees Share Trust, the BG Group plc 
Employee Share Trust and the BG Group Share Incentive Plan have waived their 
right to receive dividends over 13 927, 267 195 and 30 085 shares respectively. 

GOING CONCERN 
The Group’s business activities, together with factors likely to affect its future 
development, performance and position, are set out in the Business Review 
on pages 2 to 37. The financial position of the Group, its cash flows, liquidity 
position and borrowing facilities, and the Group’s objectives, policies and 
processes for managing capital, are described on pages 24 to 29. Financial  
risk management objectives, details of financial instruments and hedging 
activities, and exposures to credit risk and liquidity risk are described in note 
18, page 95. The Directors consider that the Group’s business activities and 
financial resources ensure it is well placed to manage its business risks 
successfully. 

The Directors are satisfied that the Group’s and the Company’s activities  
are sustainable for the foreseeable future, and that the business is a going 
concern and the accounts have therefore been prepared on this basis. 

STATEMENT OF DIRECTORS’ RESPONSIBILITIES FOR PREPARING  
THE FINANCIAL STATEMENTS 
The Directors are responsible for preparing the Annual Report, the Directors’ 
Remuneration report and the Financial Statements in accordance with 
applicable law and regulations. 

Company law requires the Directors to prepare financial statements for each 
financial year. Under that law, the Directors have prepared the Group and  
the parent company Financial Statements in accordance with International 
Financial Reporting Standards as adopted by the European Union and as 
applied in accordance with the provisions of the Act. The financial statements 
are required by law to give a true and fair view of the state of affairs of the 
Group and the Company and of the profit or loss of the Group for that period. 

The Directors consider that, in preparing the Financial Statements on pages 
65 to 128, the Company has used appropriate accounting policies consistently 
applied and supported by reasonable and prudent judgements and estimates, 
and all applicable accounting standards have been followed. The Company 
has complied with UK disclosure requirements in this Report in order to 
present a consistent picture to all shareholders. 

The Directors have responsibility for ensuring that the Company keeps 
accounting records that disclose with reasonable accuracy the financial 
position of the Company and of the Group and that enable them to ensure 
that the Financial Statements and the Directors’ Remuneration report comply 
with the Act and as regards the Group Financial Statements, Article 4 of the 
IAS Regulations.  

The Directors have general responsibility for taking such steps as are 
reasonably open to them to safeguard the assets of the Group and to  
prevent and detect fraud and other irregularities, and have adopted a  
control framework for application across the Group. 

The Directors, having prepared the Financial Statements, have asked the 
auditors to take any steps and to undertake any inspections they consider  
to be appropriate to enable them to give their Audit report. The Directors 
confirm that the Audit Committee continues to review the adequacy of the 
system of internal control adopted by the Group.  

A copy of the Financial Statements of the Company is placed on the BG Group 
website. The work carried out by the auditors does not involve consideration 
of the maintenance of the BG Group website and, accordingly, the auditors 
accept no responsibility for any changes that may have occurred to the 
Financial Statements since they were initially presented on the website. 

Legislation in the UK governing the preparation and dissemination of 
financial statements may differ from legislation in other jurisdictions. 

Pursuant to Rule 4.1.12 of the Disclosure and Transparency Rules, each of the 
Directors, the names and functions of whom are set out on pages 38 to 39, 
confirms that to the best of his or her knowledge:  

• the Group Financial Statements, which have been prepared in 
accordance with International Financial Reporting Standards as adopted 
by the European Union, give a true and fair view of the assets, liabilities, 
financial position and profit of the Group; and  

• the management report represented by the Directors’ Report on pages 2 
to 64 includes a fair review of the development and performance of the 
business and the position of the Group, together with a description of 
the principal risks and uncertainties that the Group faces. 

By order of the Board 

Frank Chapman 
Chief Executive 

Ashley Almanza 
Chief Financial Officer 

10 March 2010 

Registered Office: 
100 Thames Valley Park Drive 
Reading 
Berkshire RG6 1PT 

Registered in England & Wales No. 3690065 
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We have audited the Group and parent company Financial Statements  
(the ‘Financial Statements’) of BG Group plc for the year ended  
31 December 2009 which comprise the Consolidated income statement, 
the Consolidated statement of comprehensive income, the Balance sheets,  
the Statements of changes in equity, the Cash flow statements, the 
Principal accounting policies and the related notes. The financial reporting 
framework that has been applied in their preparation is applicable law and 
International Financial Reporting Standards (IFRSs) as adopted by the 
European Union and, as regards the parent company Financial Statements, 
as applied in accordance with the provisions of the Companies Act 2006. 

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS 
As explained more fully in the Statement of Directors’ Responsibilities for 
preparing the Financial Statements, the Directors are responsible for the 
preparation of the Financial Statements and for being satisfied that they 
give a true and fair view.  

Our responsibility is to audit the Financial Statements in accordance with 
applicable law and International Standards on Auditing (UK and Ireland). 
Those standards require us to comply with the Auditing Practices Board’s 
Ethical Standards for Auditors.  

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

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS 
An audit involves obtaining evidence about the amounts and disclosures  
in the Financial Statements sufficient to give reasonable assurance that  
the Financial Statements are free from material misstatement, whether 
caused by fraud or error. This includes an assessment of: whether the 
accounting policies are appropriate to the Group’s and the parent 
company’s circumstances and have been consistently applied and 
adequately disclosed; the reasonableness of significant accounting 
estimates made by the Directors; and the overall presentation of the 
Financial Statements. 

OPINION ON FINANCIAL STATEMENTS 
In our opinion: 

• the Financial Statements give a true and fair view of the state of the 
Group’s and of the parent company’s affairs as at 31 December 2009  
and of the Group’s profit and Group’s and parent company’s cash flows 
for the year then ended; 

• the Group Financial Statements have been properly prepared in 
accordance with IFRSs as adopted by the European Union; 

• the parent company Financial Statements have been properly  
prepared in accordance with IFRSs as adopted by the European Union 
and as applied in accordance with the provisions of the Companies  
Act 2006; and 

• the Financial Statements have been prepared in accordance with the 
requirements of the Companies Act 2006 and, as regards the Group 
Financial Statements, Article 4 of the IAS Regulation. 

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006 
In our opinion: 

• the part of the Remuneration report to be audited has been properly 
prepared in accordance with the Companies Act 2006; and 

• the information given in the Directors’ Report for the financial year  
for which the Financial Statements are prepared is consistent with  
the Financial Statements. 

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION 
We have nothing to report in respect of the following: 

Under the Companies Act 2006 we are required to report to you if, in  
our opinion: 

• adequate accounting records have not been kept by the parent company, 
or returns adequate for our audit have not been received from branches 
not visited by us; 

• the parent company Financial Statements and the part of the 
Remuneration report to be audited are not in agreement with the 
accounting records and returns; 

• 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. 

Under the Listing Rules we are required to review: 

• the Directors’ statement, set out on page 64, in relation to going  
concern; and 

• the parts of the Corporate Governance section of the Directors’ Report 
relating to the Company’s compliance with the nine provisions of the 
June 2008 Combined Code specified for our review. 

 

 

 

Nicholas Blackwood  
(Senior Statutory Auditor) for and on  
behalf of PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors  
London 

10 March 2010 
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BASIS OF PREPARATION 
The Financial Statements for the year ended 31 December 2009 have been 
prepared in accordance with International Financial Reporting Standards 
(IFRS), and International Financial Reporting Interpretations Committee 
(IFRIC) interpretations as adopted by the EU. In addition, the Financial 
Statements have been prepared in accordance with those parts of the 
Companies Act 2006 applicable to companies reporting under IFRS. The 
Financial Statements have been prepared primarily using historical cost 
principles except that, as disclosed in the accounting policies below, certain 
items, including derivatives, are measured at fair value. 

The preparation of Financial Statements in conformity with IFRS requires 
management to make judgements and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingencies  
at the date of the Financial Statements and the reported revenues and 
expenses during the reporting period. Actual results could differ from these 
estimates. BG Group believes that the accounting policies associated with 
exploration expenditure, depreciation, decommissioning, impairments, 
financial instruments including commodity contracts, and revenue 
recognition are the policies where changes in estimates and assumptions 
could have a significant impact on the Financial Statements. Further 
discussion on these policies, estimates and judgements can be found in  
the Financial review, pages 24 to 29; note 5, page 87; note 10, page 90; and 
note 18, page 95. 

The presentation adopted by the Group for its results under IFRS is 
explained in note 2, page 77.  

BASIS OF CONSOLIDATION 
The Financial Statements comprise a consolidation of the accounts of the 
Company and its subsidiary undertakings and incorporate the results of its 
share of jointly controlled entities and associates using the equity method 
of accounting. Consistent accounting policies have been used to prepare 
the consolidated Financial Statements. 

Most of BG Group’s exploration and production activity is conducted 
through jointly controlled operations. The Group accounts for its own  
share of the assets, liabilities and cash flows associated with these jointly 
controlled operations using the proportional consolidation method. 

The results of undertakings acquired or disposed of are consolidated  
from or to the date when control passes to or from the Company. For  
the Company Financial Statements only, investments in subsidiary 
undertakings are stated at cost less any provision for impairment. 

PRESENTATION OF RESULTS 
BG Group presents its results in the income statement to separately 
identify the contribution of disposals, certain re-measurements and 
impairments in order to provide readers with a clear and consistent 
presentation of the underlying operating performance of the Group’s 
ongoing business, see note 2, page 77 and note 9, page 89. 

SEGMENT REPORTING 
BG Group’s reportable segments are operating segments that engage  
in different business activities for the Group. The Group’s Board and 
management review the results of operating segments. 

BUSINESS COMBINATIONS AND GOODWILL 
In the event of a business combination, fair values are attributed to the net 
assets acquired. Goodwill, which represents the difference between the 
purchase consideration and the fair value of the net assets acquired, is 
capitalised and subject to an impairment review at least annually, or more 
frequently if events or changes in circumstances indicate that the goodwill 
may be impaired. Goodwill is treated as an asset of the relevant entity to 
which it relates, including foreign entities. Accordingly, it is retranslated into 
Pounds Sterling at the closing rate of exchange at each balance sheet date. 

PROPERTY, PLANT AND EQUIPMENT  
EXCLUDING DECOMMISSIONING ASSETS 
All property, plant and equipment is carried at depreciated historical cost. 
Additions represent new, or replacements of specific components of, 
property, plant and equipment. 

Contributions received towards the cost of property, plant and equipment 
(including government grants) are included in creditors as deferred income 
and credited to the income statement over the life of the assets. Finance 
costs associated with borrowings used to finance major capital projects are 
capitalised up to the point at which the asset is ready for its intended use. 

DEPRECIATION AND AMORTISATION 
Freehold land is not depreciated. Other property, plant and equipment, 
except exploration and production assets, is depreciated on a straight-line 
basis at rates sufficient to write off the historical cost less residual value of 
individual assets over their estimated useful economic lives. Asset lives and 
residual values are reassessed annually. The depreciation periods for the 
principal categories of assets are as follows: 

Freehold and leasehold buildings  up to 50 years

Mains, services and meters up to 60 years

Plant and machinery 5 to 30 years

Motor vehicles and office equipment up to 10 years

Exploration and production assets are depreciated from the commencement 
of production in the fields concerned, using the unit of production method 
based on the proved developed reserves of those fields, except that a basis 
of total proved reserves is used for acquired interests and for facilities.  

Exploration and production assets associated with unconventional 
activities, including coal seam and shale gas, are depreciated from 
commencement of production in the fields concerned, using the unit  
of production method based on proved plus probable reserves, together 
with the estimated future development expenditure required to develop 
those reserves. 

Intangible assets in respect of contractual rights are recognised at cost less 
amortisation. They are amortised on a straight-line basis over the term of 
the related contracts. 

Changes in depreciation and amortisation estimates are dealt with 
prospectively. 

IMPAIRMENT OF NON-CURRENT ASSETS 
Non-current assets subject to depreciation or amortisation are reviewed for 
impairments whenever events or other changes in circumstances indicate 
that the carrying amount may not be recoverable. 

Any impairment of non-current assets (excluding financial assets) is 
calculated as the difference between the carrying values of cash generating 
units (including associated goodwill) and their recoverable amount, being 
the higher of the estimated value in use or fair value less costs to sell at the 
date the impairment loss is recognised. Value in use represents the net 
present value of expected future cash flows discounted on a pre-tax basis.  

ASSETS HELD FOR SALE 
When an asset or disposal group’s carrying value will be recovered 
principally through a sale transaction rather than through continuing use, it 
is classified as held for sale and stated at the lower of carrying value and fair 
value less costs to sell. No depreciation is charged in respect of non-current 
assets classified as held for sale. 

INVENTORIES 
Inventories, including inventories of gas, liquefied natural gas (LNG) and  
oil held for sale in the ordinary course of business, are stated at weighted 
average historical cost less provision for deterioration and obsolescence  
or, if lower, net realisable value.  
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REVENUE RECOGNITION 
Revenue associated with exploration and production sales (of crude oil and 
petroleum products including natural gas) is recorded when title passes to 
the customer. Revenue from the production of natural gas and oil in which 
BG Group has an interest with other producers is recognised based on the 
Group’s working interest and the terms of the relevant production sharing 
contracts (entitlement method). Differences between production sold and 
the Group’s share of production are not significant. 

Sales of LNG and associated products are recognised when title passes to 
the customer. LNG shipping revenue is recognised over the period of the 
relevant contract. 

Revenue from gas transmission and distribution activities is recognised in  
the same period in which the related volumes are delivered to the customer. 

For power stations that are contracted based on availability, revenue is 
recognised based on the availability status of the power station to produce 
at a given point in time. Where power output is sold under pool or other 
contractual arrangements and where revenue is linked to the costs of 
actual production, revenue is recognised when the output is delivered. 

All other revenue is recognised when title passes to the customer. 

EXPLORATION EXPENDITURE 
BG Group uses the ‘successful efforts’ method of accounting for 
exploration expenditure. Exploration expenditure, including licence 
acquisition costs, is capitalised as an intangible asset when incurred  
and certain expenditure, such as geological and geophysical exploration 
costs, is expensed. A review of each licence or field is carried out, at least 
annually, to ascertain whether proved reserves have been discovered. 
When proved reserves are determined, the relevant expenditure, including 
licence acquisition costs, is transferred to property, plant and equipment 
and depreciated on a unit of production basis. Expenditure deemed to  
be unsuccessful is written-off to the income statement. Exploration 
expenditure is assessed for impairment when facts and circumstances 
suggest that its carrying amount exceeds its recoverable amount. For  
the purposes of impairment testing, exploration and production assets  
may be aggregated into appropriate cash generating units based on 
considerations including geographical location, the use of common 
facilities and marketing arrangements.  

DECOMMISSIONING COSTS 
Where a legal or constructive obligation has been incurred, provision is 
made for the net present value of the estimated cost of decommissioning 
at the end of the producing lives of assets. 

When this provision gives access to future economic benefits, an asset is 
recognised and then subsequently depreciated in line with the life of the 
underlying producing asset, otherwise the costs are charged to the income 
statement. The unwinding of the discount on the provision is included in 
the income statement within finance costs. Any changes to estimated costs 
or discount rates are dealt with prospectively. 

FOREIGN CURRENCIES 
On consolidation, assets and liabilities denominated in foreign currencies 
are translated into Pounds Sterling (the functional currency of the 
Company and the presentation currency of the Group) at closing rates  
of exchange. Trading results of overseas subsidiary undertakings, jointly 
controlled entities and associates are translated into Pounds Sterling at 
average rates of exchange. Differences resulting from the retranslation of 
the opening net assets and the results for the year are taken to reserves. 
Any differences arising from 1 January 2003, the date of transition to IFRS, 
are presented as a separate component of equity. 

Exchange differences on monetary assets and liabilities arising in individual 
companies are taken to the income statement, with the exception of 
exchange differences on monetary items that form part of a net 
investment in a foreign operation. These differences are taken to reserves 
until the related net investment is disposed of. All other exchange 
movements are dealt with through the income statement. 

CASH AND CASH EQUIVALENTS 
Cash and cash equivalents comprise cash in hand, deposits with a maturity 
of three months or less, and other short-term highly liquid investments 
that are readily convertible to known amounts of cash. 

DEFERRED TAX 
Deferred income tax is provided in full, using the liability method, on 
temporary differences arising between the tax bases of assets and liabilities 
and their carrying amounts in the Financial Statements. Currently enacted 
or substantively enacted tax rates are used in the determination of deferred 
income tax. Deferred tax assets are recognised to the extent that it is 
probable that future taxable profit will be available, against which the 
temporary differences can be utilised. 

Deferred income tax is provided on temporary differences arising on 
investments in subsidiaries, jointly controlled entities 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. 

LEASES 
Assets held under finance leases are capitalised and included in property, 
plant and equipment at the lower of fair value and the present value of  
the minimum lease payments as determined at the inception of the lease. 
The obligations relating to finance leases, net of finance charges in respect 
of future periods, are determined at the inception of the lease and included 
within borrowings. The interest element of the rental obligation is  
allocated to accounting periods during the lease term to reflect the 
constant rate of interest on the remaining balance of the obligation for 
each accounting period. 

BG Group has certain long-term arrangements under which it has  
acquired all of the capacity of certain property, plant and equipment. In 
circumstances where it is considered that the Group has the majority  
of the risks and rewards of ownership of the plant, the arrangement is 
considered to contain a finance lease. 

Rentals under operating leases are charged to the income statement on a 
straight-line basis over the lease term. 

FINANCIAL INSTRUMENTS  
Derivative financial instruments are initially recognised and subsequently 
re-measured at fair value. 

Derivative financial instruments utilised by BG Group’s treasury operations 
include interest rate swaps, foreign currency swaps, cross currency interest 
rate swaps, forward rate agreements and forward exchange contracts. 

Certain derivative financial instruments are designated as hedges in line 
with the Group’s risk management policies. Gains and losses arising from 
the re-measurement of these financial instruments are either recognised  
in the income statement or deferred in equity depending on the type of 
hedging relationship. When a hedging instrument is sold or expires, any 
cumulative gain or loss previously recognised in equity remains in equity 
until the hedged transaction is recognised in the income statement or is  
no longer expected to occur. 

Movements in the fair value of derivative financial instruments not 
included in hedging relationships are recognised in the income statement.  

Loans held by the Group are initially measured at fair value and subsequently 
carried at amortised cost, except where they form the underlying transaction 
in an effective fair value hedge relationship when the carrying value is 
adjusted to reflect fair value movements associated with the hedged risks. 
Such adjustments are reported in the income statement.  

Other financial instruments such as receivable balances are measured  
at amortised cost less impairments. Liabilities associated with financial 
guarantee contracts are initially measured at fair value and re-measured  
at each balance sheet date. 
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COMMODITY INSTRUMENTS 
Within the ordinary course of business BG Group routinely enters into  
sale and purchase transactions for commodities. The majority of these 
transactions take the form of contracts that were entered into and 
continue to be held for the purpose of receipt or delivery of the commodity 
in accordance with the Group’s expected sale, purchase or usage 
requirements. Such contracts are not within the scope of IAS 39. 

Certain long-term gas sales contracts operating in the UK gas market have 
terms within the contract that constitute written options, and accordingly 
they fall within the scope of IAS 39. In addition, commodity instruments  
are used to manage certain price exposures in respect of optimising the 
timing and location of physical gas and LNG commitments. These contracts 
are recognised on the balance sheet at fair value with movements in fair 
value recognised in the income statement, see Presentation of results on 
page 66; note 2, page 77; and note 9, page 89. 

The Group uses various commodity based derivative instruments to 
manage some of the risks arising from fluctuations in commodity prices. 
Such contracts include physical and net settled forwards, futures, swaps 
and options. Where these derivatives have been designated as cash flow 
hedges of underlying commodity price exposures, certain gains and losses 
attributable to these instruments are deferred in equity and recognised in 
the income statement when the underlying hedged transaction crystallises 
or is no longer expected to occur. 

All other commodity contracts within the scope of IAS 39 are measured at 
fair value with gains and losses taken to the income statement. 

Gas contracts and related derivative instruments associated with the 
physical purchase and re-sale of third-party gas are presented on a net  
basis within other operating income.  

PENSIONS 
The amount recognised on the balance sheet in respect of liabilities for 
defined benefit pension and post-retirement benefit plans represents the 
present value of the obligations offset by the fair value of plan assets and 
excluding actuarial gains and losses not recognised.  

The cost of providing retirement pensions and related benefits is charged  
to the income statement over the periods benefiting from the employees’ 
services. Current service costs are reflected in operating profit and financing 
costs are reflected in finance costs in the period in which they arise. 
Actuarial gains and losses that exceed the greater of 10% of plan assets or 
plan obligations are spread over the average remaining service lives of the 
employees participating in the plan and are reflected in operating profit. 

Contributions made to defined contribution pension plans are charged to 
the income statement when payable. 

SHARE-BASED PAYMENTS 
The cost of providing share-based payments to employees is charged to the 
income statement over the vesting period of the related share options or 
share allocations. The cost is based on the fair value of the options or shares 
allocated and the number of awards expected to vest. The fair value of each 
option or share is determined using either a Black-Scholes option pricing 
model or a Monte Carlo projection model, depending on the type of award. 
Market related performance conditions are reflected in the fair value of the 
share. Non-market related performance conditions are allowed for using a 
separate assumption about the number of awards expected to vest; the 
final charge made reflects the number actually vesting. 

RESEARCH AND DEVELOPMENT AND ADVERTISING EXPENDITURE 
All research and advertising expenditure is written-off as incurred. 

Development expenditure is written-off as incurred unless it meets  
the recognition criteria set out in IAS 38 ‘Intangible Assets’. Where the 
recognition criteria are met, intangible assets are capitalised and  
amortised over their useful economic lives. 
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The accounting policies on pages 66 to 68 together with the notes on pages 75 to 113 form part of these accounts.

 for the year ended 31 December 

 2009 2008 

 Notes

Business 
Performance 

£m

Disposals,
 re-measurements 

and impairments 
£m

Total  
£m

Business 
Performance 

£m 

Disposals, 
re-measurements 
and impairments 

£m
Total 

£m

Group revenue 2 10 213 – 10 213 12 566 – 12 566

Other operating income 2, 5 150 105 255 36 157 193

Group revenue and other operating income 2 10 363 105 10 468 12 602 157 12 759

Operating costs 3 (6 482) – (6 482) (7 496) – (7 496)

Profits and losses on disposal of non-current assets  
and impairments 5 – (213) (213) – (24) (24)

Operating profit/(loss)(a) 2 3 881 (108) 3 773 5 106 133 5 239

Finance income 5, 6 63 4 67 227 49 276

Finance costs 5, 6 (160) (22) (182) (150) (55) (205)

Share of post-tax results from  
joint ventures and associates 2 204 – 204 158 – 158

Profit/(loss) before tax 3 988 (126) 3 862 5 341 127 5 468

Taxation 5, 7 (1 629) 31 (1 598) (2 248) (70) (2 318)

Profit/(loss) for the year 2, 5 2 359 (95) 2 264 3 093 57 3 150

Profit attributable to:  

Shareholders (earnings) 2, 5 2 263 (95) 2 168 3 068 59 3 127

Minority interests 2, 5 96 – 96 25 (2) 23

 2 359 (95) 2 264 3 093 57 3 150

  

Earnings per ordinary share (pence)  

Basic 9 67.3 (2.8) 64.5 91.6 1.8 93.4

Diluted 9 66.8 (2.8) 64.0 90.7 1.8 92.5

  

Total operating profit/(loss) including share of  
pre-tax operating results from joint ventures  
and associates 2 4 211 (108) 4 103 5 355 133 5 488

(a)  Operating profit/(loss) is before share of results from joint ventures and associates. 

For information on dividends paid and proposed in the year see note 8, page 89. 
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The accounting policies on pages 66 to 68 together with the notes on pages 75 to 113 form part of these accounts.

THE GROUP 
for the year ended 31 December 

 
2009 

£m
2008 

£m

Profit for the year  2 264 3 150

  

Net fair value (losses)/gains on cash flow hedges  (198) 772

Transfers to income statement on cash flow hedges(a)   (484) 24

Transfers to non-current assets on cash flow hedges   1 8

Net fair value gains/(losses) on net investment hedges  18 (83)

Tax on cash flow and net investment hedges(b)  186 (202)

Fair value movements on ‘available-for-sale assets’, net of tax of £1m (2008 £nil)  2 –

Currency translation adjustments(c)   36 2 181

Other comprehensive (expense)/income for the year, net of tax  (439) 2 700

  

Total comprehensive income for the year  1 825 5 850

Attributable to:  

Shareholders  1 715 5 820

Minority interests  110 30

  1 825 5 850

(a)  During 2009, a pre-tax gain of £441m (2008 £14m loss) was transferred from the hedging reserve to revenue to match against the underlying transactions and a pre-tax gain of £43m (2008 £10m loss) was 
transferred from the hedging reserve to other operating income in respect of discontinued cash flow hedges. 

(b)  Includes tax relating to cash flow hedges of £191m (2008 £(225)m) and tax relating to net investment hedges of £(5)m (2008 £23m). 
(c)  In 2009, £nil (2008 £11m gain) was transferred to the income statement as part of the profit/(loss) on disposal of foreign operations.  

The profit for the financial year, dealt with in the accounts of the Company, was £2 008m (2008 £881m). As permitted by section 408 of the Companies  
Act 2006, no income statement is presented for the Company.  

There were no movements recognised through the Company’s statement of comprehensive income in 2009 or 2008 except profit for the year. 
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 The Group The Company 

as at 31 December 
Note

2009  
£m 

2008  
£m 

2009 
£m

2008 
£m

Assets   

Non-current assets   

Goodwill 10 483 417 – –

Other intangible assets 11 4 759 3 713 – –

Property, plant and equipment 12 13 460 11 288 – –

Investments in subsidiary undertakings 13 – – 2 415 2 381

Investments 13 1 828 1 631 – –

Deferred tax assets 21 85 77 6 5

Trade and other receivables 15 78 95 – –

Commodity contracts and other derivative financial instruments 18 377 935 – –

 21 070 18 156 2 421 2 386

Current assets   

Inventories 14 476 562 – –

Trade and other receivables 15 2 923 3 616 2 856 1 204

Current tax receivable 107 91 3 –

Commodity contracts and other derivative financial instruments 18 1 013 1 538 – –

Cash and cash equivalents 16 693 1 033 1 1

 5 212 6 840 2 860 1 205

   

Total assets 26 282 24 996 5 281 3 591

   

Liabilities   

Current liabilities   

Borrowings 17 (717) (281) – –

Trade and other payables 19 (2 592) (3 632) (62) (68)

Current tax liabilities (978) (1 122) – (10)

Commodity contracts and other derivative financial instruments 18 (861) (1 453) – –

 (5 148) (6 488) (62) (78)

Non-current liabilities   

Borrowings 17 (3 111) (1 897) – –

Trade and other payables 19 (39) (38) – –

Commodity contracts and other derivative financial instruments 18 (526) (528) – –

Deferred tax liabilities 21 (1 949) (2 056) – –

Retirement benefit obligations 25 (172) (178) – –

Provisions for other liabilities and charges 20 (952) (927) – –

 (6 749) (5 624) – –

   

Total liabilities (11 897) (12 112) (62) (78)

   

Net assets 14 385 12 884 5 219 3 513
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 The Group The Company 

as at 31 December 
Note

2009 
£m

2008  
£m 

2009 
£m

2008 
£m

Equity  

Ordinary shares 22 360 358 360 358

Share premium 253 192 253 192

Hedging reserve 50 540 – –

Translation reserve 1 985 1 950 – –

Other reserves 1 702 1 702 756 756

Retained earnings 9 836 8 016 3 850 2 207

Total shareholders’ equity 14 186 12 758 5 219 3 513

Minority interest in equity 199 126 – –

Total equity 14 385 12 884 5 219 3 513

All inter-company transactions are eliminated on consolidation. Commitments and contingencies are shown in note 23, page 104. 

The accounts on pages 66 to 113 were approved by the Board and signed on its behalf on 10 March 2010 by: 

Ashley Almanza 
Chief Financial Officer  
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THE GROUP 

Called  
up share 

capital  
£m 

Share 
premium 

account 
£m

Hedging 
reserve 

£m

Translation 
reserve (a) 

£m

Other 
reserves (b) 

£m

Retained 
earnings (c) 

£m 
Total  

£m 

Minority 
interest 

£m
Total 

£m

As at 1 January 2008 358 165 (39) (164) 1 702 5 203 7 225 132 7 357

Total comprehensive income  
for the year 

 
– – 579 2 114 – 3 127 5 820 30 5 850

Adjustment for share schemes – – – – – 34 34 – 34

Tax in respect of share schemes(d) – – – – – 1 1 – 1

Disposal of minority interest – – – – – – – (1) (1)

Dividends – – – – – (349) (349) (35) (384)

Issue of shares(e) – 27 – – – – 27 – 27

As at 31 December 2008 358 192 540 1 950 1 702 8 016 12 758 126 12 884

Total comprehensive income  
for the year 

 
– – (490) 35 – 2 170 1 715 110 1 825

Adjustment for share schemes – – – – – 41 41 – 41

Tax in respect of share schemes(d) – – – – – 21 21 – 21

Dividends – – – – – (409) (409) (37) (446)

Issue of shares(e) 2 61 – – – – 63 – 63

Purchase of own shares – – – – – (3) (3) – (3)

As at 31 December 2009 360 253 50 1 985 1 702 9 836 14 186 199 14 385

 

THE COMPANY 

Called 
up share 

capital 
£m

Share 
premium 

account  
£m 

Other 
 reserves (b)  

£m 

Retained 
earnings 

£m
Total 

£m

As at 1 January 2008 358 165 756 1 641 2 920

Total comprehensive income for the year – – – 881 881

Adjustment for share schemes – – – 34 34

Tax in respect of share schemes(d) – – – – –

Dividends – – – (349) (349)

Issue of shares(e) – 27 – – 27

As at 31 December 2008 358 192 756 2 207 3 513

Total comprehensive income for the year – – – 2 008 2 008

Adjustment for share schemes – – – 41 41

Tax in respect of share schemes(d) – – – 6 6

Dividends – – – (409) (409)

Issue of shares(e) 2 61 – – 63

Purchase of own shares – – – (3) (3)

As at 31 December 2009 360 253 756 3 850 5 219

(a)  Includes currency translation gains of £51m (2008 £181m) relating to joint ventures and associates. 
(b)  Other reserves, which are not distributable, represent the difference between the carrying value of subsidiary undertaking investments and their respective capital structures following the restructuring  

and refinancing in 1999. 
(c)  Includes retained earnings in respect of joint ventures and associates of £258m (2008 £199m). 
(d)  This consists of current tax of £20m (2008 £25m) and deferred tax of £1m (2008 £(24)m) in the Group and current tax of £6m (2008 £4m) and deferred tax of £nil (2008 £(4)m) in the Company. 
(e)  The issue of shares related to amounts issued to employees under employee share option schemes for a cash consideration of £63m (2008 £27m). 
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The accounting policies on pages 66 to 68 together with the notes on pages 75 to 113 form part of these accounts.

 
 The Group The Company 

for the year ended 31 December 
Note

2009 
£m

2008  
£m 

2009 
£m

2008 
£m

Cash generated by operations 26 4 895 6 274 (5) (7)

Income taxes (paid)/received (1 351) (1 883) 1 4

Net cash inflow/(outflow) from operating activities 3 544 4 391 (4) (3)

Cash flows from investing activities  

Dividends received 145 151 1 978 873

Proceeds from disposal of subsidiary undertakings and investments(a) – 15 – –

Proceeds from disposal of property, plant and equipment and intangible assets 3 2 – –

Purchase of property, plant and equipment and intangible assets (4 328) (2 796) – –

Loans to joint ventures and associates (65) (125) – –

Business combinations and investments(b) (736) (2 061) – –

Net cash (outflow)/inflow from investing activities (4 981) (4 814) 1 978 873

Cash flows from financing activities  

Interest paid(c) (138) (163) – –

Interest received 32 144 – –

Dividends paid (407) (348) (407) (348)

Dividends paid to minorities (36) (35) – –

Net proceeds from issue of new borrowings(d) 1 842 300 – –

Repayment of borrowings (222) (371) – –

Issue of shares 63 27 63 27

Purchase of own shares (3) (197) (3) (197)

Funding movements with subsidiary – – (1 627) (353)

Net cash inflow/(outflow) from financing activities 1 131 (643) (1 974) (871)

Net (decrease)/increase in cash and cash equivalents (306) (1 066) – (1)

Cash and cash equivalents at 1 January 16 1 033 1 881 1 2

Effect of foreign exchange rate changes (34) 218 – –

Cash and cash equivalents at 31 December 16 693 1 033 1 1

In 2009, BG Group completed the exchange of equity interests in certain production assets (see note 12, page 91). Other non-cash transactions in 2009 
included the acquisition of property, plant and equipment settled using certain pre-existing receivables with the same counterparty (see note 12, page 91). 
There were no major non-cash transactions in 2008. 

(a)  In 2008, includes disposals of subsidiary undertakings of £15m net of £4m cash held.  
(b)  In 2009, includes the purchase of Pure Energy Resources Limited for £464m and TGGT Holdings LLC for £193m. In 2008, includes the purchase of Queensland Gas Company Limited for £2 000m net of cash 

acquired of £156m and payment outstanding at the year end of £53m.  
(c)  Includes capitalised interest of £31m (2008 £22m). 
(d)  Includes net cash flows relating to short maturity financing items. 
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1 NEW ACCOUNTING STANDARDS  

The impact of new accounting standards, amendments and interpretations on BG Group’s Financial Statements for 2009 is set out below.  

IAS 1 (revised) ‘Presentation of Financial Statements’ 
The International Accounting Standards Board (IASB) issued amendments to IAS 1 in September 2007 which were applicable for the year ended  
31 December 2009. The main changes from the previous version of IAS 1 are in relation to the reporting of owner changes in equity and comprehensive 
income. In accordance with this standard, the Group has continued to report a separate ‘Consolidated Income Statement’ and has reported a separate 
‘Consolidated Statement of Comprehensive Income’ in place of a ‘Consolidated Statement of Recognised Income and Expense’. In addition, the Group  
has presented a ‘Consolidated Statement of Changes in Equity’ as part of its primary Financial Statements for the year ended 31 December 2009. 

Amendments to IFRS 7 ‘Improving Disclosures about Financial Instruments’ 
In March 2009 the IASB issued amendments to IFRS 7 which were applicable for the year ended 31 December 2009. These amendments introduce a  
three-level hierarchy for fair value measurement disclosures and require entities to provide additional disclosures about the relative reliability of fair value 
measurements. In addition, the amendments clarify and enhance existing requirements for the disclosure of liquidity risk. The additional information 
required by these amendments can be found in note 18, page 95.  

Improvements to IFRSs 
The IASB issued amendments to a number of IFRSs in May 2008 as part of its annual improvement project. The amendments included a change to IAS 1 
regarding the current/non-current classification of derivative financial instruments. This amendment clarifies that a derivative that is neither held for 
trading purposes nor a designated hedging instrument should be presented as current or non-current on the basis of its settlement date. This amendment 
along with the majority of those resulting from the annual improvement project was applicable for the year ended 31 December 2009. None of the 
amendments resulted in a material change to the Group’s Financial Statements.  

IAS 23 (revised) ‘Borrowing Costs’ 
The IASB issued amendments to IAS 23 in March 2007. The main change from the previous version of IAS 23 is the removal of the option of immediately 
recognising as an expense borrowing costs that relate to assets that take a substantial period of time to get ready for use or sale. The amendments were 
applicable for the year ended 31 December 2009 but did not result in any changes to the Group’s Financial Statements. 

Amendment to IFRS 2 ‘Share-based Payment: Vesting Conditions and Cancellations’ 
The IASB issued an amendment to IFRS 2 in January 2008. The amendment clarified the definition of vesting conditions and the accounting treatment of 
cancellations, including cancellations by parties other than the Company. The amendment was applicable for the year ended 31 December 2009 but did 
not result in any changes to the Group’s Financial Statements. 

Amendments to IFRIC 9 ‘Reassessment of Embedded Derivatives’ and IAS 39 ‘Financial Instruments: Recognition and Measurement’ 
In March 2009 the IASB issued amendments to IFRIC 9 and IAS 39. The amendments clarified the accounting treatment of embedded derivatives in 
relation to financial instruments that have been reclassified out of the ‘at fair value through profit or loss’ category. The amendment was applicable  
for the year ended 31 December 2009 but did not result in any changes to the Group’s Financial Statements. 

IFRIC 16 ‘Hedges of a Net Investment in a Foreign Operation’ 
The International Financial Reporting Interpretations Committee (IFRIC) issued IFRIC 16 in July 2008 which was applicable for the year ended  
31 December 2009. The interpretation clarifies the nature and amount of foreign exchange risk that qualifies as a hedged item under a net investment 
hedge and where, in a group, hedging instruments can be held. The IFRIC did not result in any changes to the Group’s Financial Statements.  

IFRIC 18 ‘Transfers of Assets from Customers’ 
The IFRIC issued IFRIC 18 in January 2009, which was applicable on a prospective basis from 1 July 2009. The interpretation clarifies the requirements for 
agreements in which an entity receives, from a customer, an item of property, plant and equipment that the entity must then use to connect the customer 
to a distribution network or provide an ongoing supply of goods or services. The interpretation also extends to agreements in which an entity receives cash 
from a customer for the purpose of constructing or acquiring property, plant and equipment for the same purpose. The IFRIC did not result in any material 
change to the Group’s Financial Statements. 

The following standards, amendments and interpretations were also applicable for the year ended 31 December 2009 and were either not relevant to  
BG Group or had no impact on the Group’s Financial Statements: 
• Amendments to IAS 32 and IAS 1 ‘Puttable Financial Instruments and Obligations Arising on Liquidation’; 

• Amendments to IFRS 1 and IAS 27 ‘Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate’; 

• IFRIC 13 ‘Customer Loyalty Programmes’; and 

• IFRIC 15 ‘Agreements for the Construction of Real Estate’. 
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1 NEW ACCOUNTING STANDARDS  

The following standards, amendments and interpretations have been issued by the IASB and IFRIC up to the date of this report, but have not been 
adopted by the Group in these Financial Statements and in some cases have not yet been endorsed by the EU.  

IFRIC 12 ‘Service Concession Arrangements’ 
IFRIC 12 ‘Service Concession Arrangements’ provides guidance on the accounting by operators for public-to-private service concession arrangements and 
will be applied by BG Group for the first time for the year ending 31 December 2010. IFRIC 12 requires infrastructure considered to be under the control of  
a regulator rather than an operator to be recognised as an intangible concession asset and amortised over the concession period. Prior to the adoption  
of IFRIC 12 such infrastructure was recognised as property, plant and equipment of the operator and depreciated over its useful economic life. The 
interpretation also requires additions to the infrastructure incurred by the operator to be accounted for as a construction contract with the regulator, with 
revenues and associated costs recognised in the income statement on a percentage of completion basis.  

The Group has reviewed its concession arrangements in advance of the application date of IFRIC 12 and has concluded that the Comgás concession in Brazil 
falls within the scope of the interpretation. Accordingly, on 1 January 2010 infrastructure which forms part of the transmission and distribution network 
operated by Comgás of approximately £1 billion will be recognised as intangible assets resulting in a corresponding decrease to property, plant and 
equipment. BG Group will also restate comparative information in the Group’s Financial Statements for the year ending 31 December 2010 to reflect the 
accounting requirements of IFRIC 12. The adoption of IFRIC 12 is not expected to have a material impact on the net assets or earnings of the Group. 

IFRS 3 (revised) ‘Business Combinations’ 
The IASB issued IFRS 3 (revised) in January 2008. The revised standard has introduced changes to the accounting for contingent consideration and 
transaction costs, as well as allowing an option to calculate goodwill based on the parent’s share of net assets only or including goodwill relating to 
minority interests (non-controlling interests). The standard is applicable to business combinations arising in accounting periods beginning on or after  
1 July 2009 and will be adopted by the Group for the year ending 31 December 2010. 

IAS 27 (revised) ‘Consolidated and Separate Financial Statements’ 
The IASB issued IAS 27 (revised) in January 2008. The revisions require the effects of transactions with non-controlling interests to be recorded in equity 
when there is no change in control, and specify the accounting on loss of control. The revisions are applicable for accounting periods beginning on or after  
1 July 2009 and will be adopted by the Group for the year ending 31 December 2010. 

IFRS 9 ‘Financial Instruments’ 
The IASB issued IFRS 9 in November 2009. The standard introduces new requirements for the classification and measurement of financial assets and is 
applicable for accounting periods beginning on or after 1 January 2013. BG Group is currently reviewing the standard to determine the likely impact on the 
Group’s Financial Statements. 

IAS 24 (revised) ‘Related Party Disclosures’ 
The IASB issued IAS 24 (revised) in November 2009. The revisions provide a partial exemption from the disclosure requirements for government-related 
entities and simplify the definition of a related party. The revisions are applicable for accounting periods beginning on or after 1 January 2011 and are not 
expected to have a material impact on the Group’s Financial Statements. 

Amendment to IAS 39 ‘Financial Instruments: Recognition and Measurement: Eligible Hedged Items’  
The IASB issued an amendment to IAS 39 in July 2008. The amendment clarifies how the existing principles underlying hedge accounting should be applied 
in the designation of a one-sided risk in a hedged item and inflation in a financial hedged item. The amendment is applicable for accounting periods 
beginning on or after 1 July 2009 and is not expected to have a material impact on the Group’s Financial Statements. 

Amendment to IFRS 2 ‘Share-based Payment: Group Cash-settled Share-based Payment Transactions’ 
The IASB issued an amendment to IFRS 2 in June 2009. The amendment clarifies the scope and accounting for group cash-settled share-based payment 
transactions in the separate or individual financial statements of the entity receiving goods or services when that entity has no obligation to settle the 
share-based payment transaction. The amendment is applicable for accounting periods beginning on or after 1 January 2010 and is not expected to have  
a material impact on the Group’s Financial Statements. 

Improvements to IFRSs 
The IASB issued amendments to a number of IFRSs in April 2009 as part of its annual improvement project. These amendments will be adopted by the 
Group for the year ending 31 December 2010 and are not expected to have a material impact on the Group’s Financial Statements.  

Other standards, amendments and interpretations 
Up to the end of 2009, IFRIC issued IFRIC 17 ‘Distribution of Non-cash Assets to Owners’, applicable for accounting periods beginning on or after 1 July 2009, 
IFRIC 19 ‘Extinguishing Financial Liabilities with Equity’, applicable for accounting periods on or after 1 July 2010, amendments to IFRIC 14 ‘Prepayments of  
a Minimum Funding Requirement’, applicable for accounting periods on or after 1 January 2011 and amendments to IAS 32 ‘Classification of Rights Issues’, 
applicable for accounting periods beginning on or after 1 February 2010. These amendments and interpretations are not expected to have a material 
impact on the Group’s Financial Statements. 

continued



 

BG Group Annual Report and Accounts 2009 

77
D

irectors’ R
eport 

B
usiness R

eview
 

D
irectors’ R

eport 
C

orporate G
overnance 

Financial 
Statem

ents 
Shareholder
Inform

ation 

2 SEGMENTAL ANALYSIS AND RESULTS PRESENTATION  

BG Group’s reportable segments are those used by the Group’s Board and management (the ‘Chief Operating Decision Maker’ as defined in IFRS 8 
‘Operating Segments’) to run the business and are based on differences in the Group’s products and services. Segment information is presented on  
the same basis as that used for internal reporting purposes. BG Group’s four principal operating and reporting segments in 2009 comprise Exploration  
and Production (E&P), Liquefied Natural Gas (LNG), Transmission and Distribution (T&D), and Power Generation (Power). E&P comprises exploration, 
development, production and marketing of hydrocarbons with a focus on natural gas. LNG combines the development and use of LNG import and export 
facilities with the purchase, shipping and sale of LNG and regasified natural gas. T&D develops, owns and operates major pipelines and distribution 
networks, and supplies natural gas through these to the end customer. Power develops, owns and operates natural gas-fired power generation plants. 
Other activities primarily comprise costs relating to business development expenditure and certain corporate activities. 

In 2009, the operations were structured in four main geographical areas: Europe and Central Asia region, Africa, Middle East and Asia region, Americas  
and Global LNG region and Australia region.  

Intra-group and inter-segment sales are settled at market prices and are generally based on the same prices as those charged to third parties (arm’s length 
principle). Group revenue, profit for the year, non-current assets, net assets, gross assets and gross liabilities, depreciation and amortisation and capital 
investment attributable to BG Group activities are shown on pages 77 to 80, analysed by operating segment. Additional information on capital investment 
is also provided on a geographical basis.  

The presentation of BG Group’s results under International Financial Reporting Standards (IFRS) separately identifies the effect of the re-measurement  
of certain financial instruments and profits and losses on the disposal and impairment of non-current assets and businesses. Results excluding disposals, 
certain re-measurements and impairments (‘Business Performance’) are used by management and are presented in order to provide readers with a clear 
and consistent presentation of the underlying operating performance of the Group’s ongoing business. Further information on Business Performance is 
given on page 129. 

The disposals, re-measurements and impairments column includes unrealised gains and losses in respect of certain long-term UK gas sales contracts 
classified as derivatives under IAS 39, commodity instruments that represent economic hedges but do not qualify for hedge accounting, and financial 
instruments used to manage foreign exchange and interest rate exposure. The separate presentation of these items best reflects the underlying 
performance of the business since it distinguishes between the temporary timing differences associated with re-measurements under IAS 39 rules  
and actual realised gains and losses.  

Under IFRS the results from jointly controlled entities (joint ventures) and associates are presented net of tax and finance costs on the face of the income 
statement. BG Group also presents the operating profit of the Group including results of joint ventures and associates before interest and tax, as this 
approach provides additional information on the source of the Group’s operating profits. 

The following tables provide a reconciliation between the overall results and Business Performance and operating profit, including and excluding the 
results of joint ventures and associates. 

The geographical analysis of external revenue is based on destination. 

GROUP REVENUE 
Analysed by operating segment 

 External Revenue Intra-group Revenue Total Group Revenue 

for the year ended 31 December 2009 
£m

2008 
£m

2009  
£m 

2008  
£m 

2009 
£m

2008 
£m

Group revenue(a)(b)   

Exploration and Production 4 524 5 297 265 394 4 789 5 691

Liquefied Natural Gas 3 744 5 265 52 121 3 796 5 386

Transmission and Distribution 1 433 1 383 – – 1 433 1 383

Power Generation 512 617 – – 512 617

Segmental revenue 10 213 12 562 317 515 10 530 13 077

Other activities – 4 – – – 4

Less: intra-group revenue – – (317) (515) (317) (515)

Group revenue 10 213 12 566 – – 10 213 12 566

(a)  External revenue attributable to the UK is £2 410m (2008 £2 624m). External revenue attributable to foreign countries is £7 803m (2008 £9 942m) and includes £1 285m from external customers attributable 
to Brazil representing 13% of Group revenue (2008 £1 285m, 10%), and £662m from external customers attributable to Japan representing 6% of Group revenue (2008 £1 309m, 10%).  

(b)  External revenue in respect of a single external customer amounted to £1 102m in 2009, recognised in the E&P and LNG segments. No single customer accounted for more than 10% of external revenue  
in 2008. 
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2 SEGMENTAL ANALYSIS AND RESULTS PRESENTATION continued 

PROFIT FOR THE YEAR 
Analysed by operating segment 

 Business Performance 
Disposals, re-measurements  

and impairments Total 

for the year ended 31 December 2009 
£m

2008 
£m

2009 
£m

2008  
£m 

2009 
£m

2008 
£m

Group revenue 10 213 12 566 – – 10 213 12 566

Other operating income(a)(b) 150 36 105 157 255 193

Group revenue and other operating income 10 363 12 602 105 157 10 468 12 759

Operating profit/(loss) before share of results from  
joint ventures and associates(c)  

Exploration and Production 2 087 3 512 (67) 151 2 020 3 663

Liquefied Natural Gas 1 340 1 445 43 – 1 383 1 445

Transmission and Distribution 399 132 (1) (2) 398 130

Power Generation 66 37 (83) – (17) 37

Other activities (11) (20) – (16) (11) (36)

 3 881 5 106 (108) 133 3 773 5 239

Pre-tax share of operating results of joint ventures and associates  

Liquefied Natural Gas 211 140 – – 211 140

Transmission and Distribution 27 28 – – 27 28

Power Generation 92 81 – – 92 81

 330 249 – – 330 249

Total operating profit/(loss)  

Exploration and Production 2 087 3 512 (67) 151 2 020 3 663

Liquefied Natural Gas 1 551 1 585 43 – 1 594 1 585

Transmission and Distribution 426 160 (1) (2) 425 158

Power Generation 158 118 (83) – 75 118

Other activities (11) (20) – (16) (11) (36)

 4 211 5 355 (108) 133 4 103 5 488

Net finance (costs)/income  

Finance income 63 227 4 49 67 276

Finance costs (160) (150) (22) (55) (182) (205)

Share of joint ventures and associates (47) (52) – – (47) (52)

 (144) 25 (18) (6) (162) 19

Taxation  

Taxation (1 629) (2 248) 31 (70) (1 598) (2 318)

Share of joint ventures and associates (79) (39) – – (79) (39)

 (1 708) (2 287) 31 (70) (1 677) (2 357)

Profit for the year 2 359 3 093 (95) 57 2 264 3 150

Profit attributable to:  

Shareholders (earnings) 2 263 3 068 (95) 59 2 168 3 127

Minority interests 96 25 – (2) 96 23

 2 359 3 093 (95) 57 2 264 3 150

(a)  Other operating income includes the results of the purchase and re-sale of third-party gas in the UK, income arising from asset optimisation activities undertaken by the Group’s LNG operations and 
unrealised gains and losses arising from the mark-to-market movements of commodity based derivative instruments, including certain UK long-term gas sales contracts classified as derivatives under  
IAS 39. Further details of the use and valuation of commodity based financial instruments are shown in note 18, page 95. Further information on other operating income is given in note 5, page 87. 

(b)  Business Performance Other operating income is attributable to segments as follows: E&P £22m (2008 £(9)m), LNG £112m (2008 £40m) and Power £16m (2008 £5m). 
(c)  Operating profit/(loss) before share of results from joint ventures and associates includes disposals and provisions for impairment of £(213)m (2008 £(24)m), attributable to segments as follows: E&P £(129)m 

(2008 £(6)m), T&D £(1)m (2008 £(2)m), Power £(83)m (2008 £nil) and Other activities £nil (2008 £(16)m). Also included are: (i) non-cash re-measurements of £105m (2008 £157m), attributable to segments as 
follows: E&P £62m (2008 £157m) and LNG £43m (2008 £nil); and (ii) £349m (2008 £245m) of unsuccessful exploration expenditure written off and charged to the E&P segment. 
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2 SEGMENTAL ANALYSIS AND RESULTS PRESENTATION continued 

PROFIT FOR THE YEAR continued 
Analysed by operating segment 

Total operating profit/(loss) Business Performance 
Disposals, re-measurements  

and impairments Total 

for the year ended 31 December 2009 
£m

2008 
£m

2009  
£m 

2008  
£m 

2009 
£m

2008 
£m

Exploration and Production 2 087 3 512 (67) 151 2 020 3 663

Liquefied Natural Gas 1 551 1 585 43 – 1 594 1 585

Transmission and Distribution 426 160 (1) (2) 425 158

Power Generation 158 118 (83) – 75 118

 4 222 5 375 (108) 149 4 114 5 524

Other activities (11) (20) – (16) (11) (36)

 4 211 5 355 (108) 133 4 103 5 488

Less: Pre-tax share of operating results of joint ventures and associates   (330) (249)

Add: Share of post-tax results from joint ventures and associates   204 158

Net finance (costs)/income   (115) 71

Profit before tax   3 862 5 468

Taxation   (1 598) (2 318)

Profit for the year   2 264 3 150

 

JOINT VENTURES AND ASSOCIATES 
Analysed by operating segment 

 

Pre-tax share of operating 
results of joint ventures  

and associates 

Share of net finance  
costs and tax of joint  

ventures and associates 

Share of post-tax  
results from joint  

ventures and associates 

for the year ended 31 December 2009 
£m

2008 
£m

2009  
£m 

2008  
£m 

2009 
£m

2008 
£m

Liquefied Natural Gas  211 140 (74) (46) 137 94

Transmission and Distribution 27 28 (13) (8) 14 20

Power Generation 92 81 (39) (37) 53 44

 330 249 (126) (91) 204 158

 

ASSETS AND LIABILITIES 
Analysed by operating segment 
 Non-current assets (a)(b) Total assets Total liabilities Net assets/(liabilities) 

as at 31 December 2009 
£m

2008 
£m

2009  
£m 

2008  
£m 

2009  
£m 

2008  
£m 

2009 
£m

2008 
£m

Exploration and Production 14 753 11 895 16 935 14 367 (2 738) (3 266) 14 197 11 101

Liquefied Natural Gas 2 934 2 550 4 545 5 216 (1 410) (1 907) 3 135 3 309

Transmission and Distribution 1 734 1 412 1 974 1 646 (431) (477) 1 543 1 169

Power Generation 1 185 1 285 1 335 1 492 (68) (84) 1 267 1 408

 20 606 17 142 24 789 22 721 (4 647) (5 734) 20 142 16 987

Other activities 2 2 83 54 (117) (160) (34) (106)

Net borrowings, net interest and tax  1 410(c) 2 221(c) (7 133)(d) (6 218)(d) (5 723) (3 997)

 20 608 17 144 26 282 24 996 (11 897) (12 112) 14 385 12 884

(a)  Excludes financial instruments and deferred tax assets and includes investment in joint ventures and associates of £1 812m (2008 £1 620m), attributable to segments as follows: E&P £193m (2008 £nil),  
LNG £1 137m (2008 £1 108m), T&D £153m (2008 £165m) and Power £329m (2008 £347m).  

(b)  Amount attributable to the UK is £3 346m (2008 £3 108m). Amount attributable to foreign countries is £17 262m (2008 £14 036m) and includes £4 212m (2008 £2 732m) attributable to Australia representing 
20% (2008 16%) of the Group total. 

(c)  Includes £693m of cash and cash equivalents (2008 £1 033m) and £522m of financial derivatives (2008 £1 014m). 
(d)  Includes current tax liabilities of £(978)m (2008 £(1 122)m), deferred tax of £(1 949)m (2008 £(2 056)m), borrowings of £(3 828)m (2008 £(2 178)m) and financial derivatives of £(343)m (2008 £(841)m). 
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2 SEGMENTAL ANALYSIS AND RESULTS PRESENTATION continued 

DEPRECIATION, AMORTISATION AND IMPAIRMENT 
Analysed by operating segment 
for the year ended 31 December 

 
2009 

£m
2008 

£m

Exploration and Production(a)  1 086 717

Liquefied Natural Gas  49 56

Transmission and Distribution  61 47

Power Generation(b)  147 56

Other activities(c)  2 23

  1 345 899

(a)  In 2009, includes provision for impairment of £131m (2008 £nil). Further details of impairments are given in note 5, page 87. 
(b)  In 2009, includes provision for impairment of £83m (2008 £nil). Further details of impairments are given in note 5, page 87. 
(c)  In 2008, includes provision for impairment of £19m. 

 

CAPITAL INVESTMENT 
Analysed by operating segment 

  Capital expenditure (a) Capital investment (b) 

for the year ended 31 December 2009 
£m

2008  
£m 

2009 
£m

2008  
£m 

Exploration and Production 4 033 2 760 4 226 4 952  

Liquefied Natural Gas  565 82 653 273 

Transmission and Distribution 150 135 151 136 

Power Generation 163 36 175 82 

Other activities – 1 – 1 

 4 911 3 014 5 205 5 444 

 

Analysed by geographical segment 

  Capital expenditure (a) Capital investment (b) 

for the year ended 31 December 2009 
£m

2008  
£m 

2009 
£m

2008  
£m 

Europe and Central Asia 745 814 796 897 

Africa, Middle East and Asia 1 352 1 296 1 355 1 304 

Americas and Global LNG 1 879 645 2 119 775 

Australia 935 259 935 2 468 

 4 911 3 014 5 205 5 444 

(a)  Comprises expenditure on property, plant and equipment and other intangible assets. 
(b)  Comprises expenditure on property, plant and equipment, other intangible assets and investments, including business combinations. 
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3 OPERATING COSTS 

Included within the Group’s operating costs charged to the income statement were the following items: 

 
2009 

£m
2008 

£m

Raw materials, consumables and finished goods 2 496 4 057

Inventory adjustments to net realisable value(a) 13 17

 

Employee costs (see note 4(C), page 83) 614 505

Less: Own work capitalised (106) (69)

Employee costs included within Other exploration expenditure and Research and development, below (39) (37)

Employee costs included within Finance costs (12) (2)

 457 397

Amounts written off Other intangible assets and Property, plant and equipment 

Depreciation and impairments of Property, plant and equipment (see note 12, page 91) 1 285 895

Amortisation and impairments of Goodwill (see note 10, page 90) and Other intangible assets (see note 11, page 90) 60 4

Less: impairments reported within Profits and losses on disposal of non-current assets and impairments (214) (19)

 1 131 880

 

Unsuccessful exploration expenditure written off 349 245

 

Other operating charges: 

Other exploration expenditure 251 206

Operating lease rentals 256 194

Research and development 10 11

Tariffs, royalties, liquefaction and regasification costs 694 758

 

Net foreign exchange losses/(gains) on operating activities 29 (43)

 

Other costs(b) 796 774

 

 6 482 7 496

(a)  Includes revaluation of LNG in storage. 
(b)  Includes certain E&P lifting, storage, marketing and general administration costs. 
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3 OPERATING COSTS continued 

ACCOUNTANTS’ FEES AND SERVICES 
PricewaterhouseCoopers LLP has served as BG Group’s independent external auditors for the two-year period ended 31 December 2009, for which audited 
financial statements appear in this Annual Report and Accounts. The external auditors are subject to re-appointment at the Annual General Meeting, see 
the Notice of Meeting on pages 134 to 140. 

The following table presents the aggregate fees for professional services and other services rendered by PricewaterhouseCoopers LLP to BG Group: 

 The Group 

 
2009 

£m
2008 

£m

Fees payable to the Group’s auditors for the audit of both the Parent company and the Group’s Annual Report and Accounts 1.1 0.9

 

Fees payable to the Group’s auditors and its associates for other services pursuant to legislation: 

The audit of the Parent’s subsidiaries, pursuant to legislation(a) 1.8 1.0

Other services pursuant to legislation(b) 0.2 0.2

 2.0 1.2

 

Total fees payable for audit services and pursuant to legislation 3.1 2.1

 

Tax services(c) 0.8 1.4

Services relating to corporate finance transactions entered into or proposed to be entered  
into by or on behalf of the Company or any of its associates 0.2 0.4

All other services(d) 0.3 0.2

 4.4 4.1

In 2009, £20 000 of audit fees relates to audits of the Group’s pension schemes (2008 £31 000). 

(a)  In 2009, includes fees in respect of the audit of the Group’s operations in Australia. 
(b)  Other services pursuant to legislation includes costs relating to the interim review and regulatory reporting.  
(c)  In 2008, £1m of fees were incurred for tax advice related to exceptional merger and acquisition activities. Tax services also includes fees billed for tax compliance services, including the preparation of original 

and amended tax returns and claims for refunds, tax consultations (such as assistance and representation in connection with tax audits and appeals), transfer pricing and requests for rulings or technical 
advice from tax authorities, tax planning services, and expatriate tax planning and services. 

(d)  All other services includes fees billed for quarterly reviews, attestation services, consultations concerning financial accounting and reporting standards, forensic accounting, control reviews and other advice. 
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4 DIRECTORS AND EMPLOYEES 

A) DIRECTORS’ REMUNERATION 

 
2009
£000

2008
£000

Fees to Non-Executive Directors 1 326 1 333

Salaries 2 296 1 725

Benefits(a) 168 23

Bonuses(b) 2 330 1 720

Share-based payments(c) 6 867 4 551

Fees, benefits and share-based payments in respect of former Directors 196 3 727

 13 183 13 079

(a)  In 2009, three Directors (2008 two) had pension benefits accruing under defined benefit schemes. 
(b)  Bonus figures for 2009 represent payments under the Annual Incentive Scheme (AIS) in respect of the 2009 incentive year which will be made in 2010. Bonus figures for 2008 represent payments under  

the AIS in respect of the 2008 incentive year which were made in 2009. Bonuses paid to Directors exclude remuneration given in the form of deferred shares (2009 £530 000; 2008 £1 088 000). 
(c)  Share-based payments for 2009 include a charge for deferred shares awarded to the Directors under the AIS in respect of the 2008 incentive year. 

B)  KEY MANAGEMENT COMPENSATION 

 
2009

£m
2008

£m

Fees to Non-Executive Directors 1 1

Salaries  6 5

Benefits(a) – 1

Bonuses(b) 5 4

Pension charge 2 3

Share-based payments(c) 10 9

Termination payments and payments in lieu of notice 4 –

 28 23

The key management compensation analysed above represents amounts in respect of the Directors and the executive officers, defined as the Group 
Executive Committee (GEC) and the Company Secretary. 

(a)  Total benefits of £0.3m were paid to key management in 2009. 
(b)  Bonus figures for 2009 represent payments under the AIS in respect of the 2009 incentive year which will be made in 2010. Bonus figures for 2008 represent payments under the AIS in respect of the 2008 

incentive year which were made in 2009. Bonuses excludes remuneration given in the form of deferred shares. 
(c)  Share-based payments for 2009 include a charge for deferred shares awarded to key management under the AIS in respect of the 2008 incentive year. 

C) EMPLOYEE COSTS 
 The Group 

 
2009

£m
2008

£m

Wages and salaries(a) 392 303

Social security costs 39 33

Pension charge(b) 62 59

Share-based payments (see note 4(E), page 84) 51 33

Other including incentive schemes  70 77

 614 505

(a)  Includes termination payments and payments in lieu of notice made to key management, see (B) above. 
(b)  The pension charge for the year ended 31 December 2009 includes £3m (2008 £3m) in respect of payments made for pension curtailments in redundancy, £1m (2008 £nil) of which has been provided as part 

of a restructuring provision. The pension charge for the year ended 31 December 2009 includes £12m (2008 £2m) which is presented within finance costs (see note 6, page 88).  

In 2009, employee costs of £508m (2008 £436m) were charged to the income statement and £106m (2008 £69m) were capitalised. 

D) AVERAGE NUMBER OF EMPLOYEES DURING THE YEAR 
 Employed in the UK Employed outside the UK 

 
2009 

Number 
2008 

Number 
2009

Number
2008

Number

Exploration and Production 1 531 1 325 1 970 1 628

Liquefied Natural Gas 108 109 475 421

Transmission and Distribution 11 86 1 625 1 489

Power Generation 266 236 93 86

Other activities – – – 15

 1 916 1 756 4 163 3 639
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4 DIRECTORS AND EMPLOYEES continued 

E) SHARE-BASED PAYMENTS  
The cost recognised in respect of share-based payments for 2009 was £51m (2008 £33m) of which £41m (2008 £34m) related to equity-settled share-based 
payment transactions and £10m (2008 £1m credit) related to cash-settled share-based payments. 

Group Share Awards 
Details of Group Share Awards under the Group’s Long Term Incentive Plan (LTIP) are given on page 53. In 2009, awards of 2.5m ordinary shares (2008 1.9m 
ordinary shares) were made. In 2009, 1.4m of these awards were in the form of nil-cost options (2008 nil). The costs in respect of these awards are charged 
to the income statement over the vesting period, based upon the fair value of the shares at the award date. In 2009, the charge in respect of Group Share 
Awards was £9m (2008 £2m). Dividend equivalents accrue on the award during the vesting period. Accordingly, the fair value of the shares awarded is 
based on the market value of the shares on the award date, which was £10.19 in 2009 (2008 £11.19). 

As at 31 December 2009, total awards of 4.2m shares (2008 1.9m) were outstanding, which included nil-cost options over 1.4m shares (2008 nil). Nil-cost 
options can be exercised between three and ten years from the grant date. 

Performance Share Awards 
Details of Performance Share Awards under the Group’s LTIP are given on page 52. Details of the awards to Executive Directors are given on page 58. In 2009, 
awards of 4.9m ordinary shares (2008 3.4m ordinary shares) were made. In 2009, 3.7m of these awards were in the form of nil-cost options (2008 nil). 

The costs in respect of these awards are charged to the income statement over the vesting period, based upon the fair value of the shares at the award 
date, adjusted for the probability of market-related performance conditions being achieved. In 2009, the charge in respect of Performance Share Awards 
was £7m (2008 £2m). 

The fair value of shares awarded during the year in respect of Performance Share Awards is estimated using a Monte Carlo projection model with the 
following assumptions: weighted average share price of £10.19 (2008 £11.19), exercise price of £nil (2008 £nil), a risk-free rate of 1.9% (2008 3.6%) and a 
vesting period of three years (2008 three years). The model also contains assumptions for both the Group and each member of the industry peer group  
(as set out on page 53) in respect of volatility, average share price growth and share price correlation. Dividend equivalents accrue on the award during the 
vesting period. The fair value reflects the probability of market performance conditions being achieved. The fair value of shares awarded during the year 
was £4.79 per share (2008 £5.67 per share). The assumptions used in estimating the fair value of shares for the Performance Share Awards are based on  
US data because most of the companies selected as industry peers are US-based. 

Expected volatility was determined by calculating the historical volatility of the share price over the previous three-year period. Share price correlation was 
determined by calculating the historical correlation of the share price over the previous three-year period. Average share price growth was determined 
from historical growth over the previous year. 

As at 31 December 2009, total awards of 7.4m shares (2008 3.2m) were outstanding, which included nil-cost options over 3.5m shares (2008 nil). Nil-cost 
options can be exercised between three and ten years from the grant date. 

Deferred Bonus Awards 
Deferred Bonus Awards are made under the Deferred Bonus Plan which operates in conjunction with the Annual Incentive Scheme (AIS) and is described 
on page 51. In 2009, awards of 0.2m ordinary shares were made (2008 nil). The charge to the income statement in respect of these awards was £2m  
(2008 £nil). The fair value of the shares awarded is based on the market value of the shares at the award date, which was £9.98. 

Company Share Option Scheme 
Details of the Company Share Option Scheme (CSOS) are given on page 54. Details of share options held by Executive Directors under the CSOS are given on 
page 59. No grants have been made since 2007. 

The costs of this scheme are charged to the income statement over the vesting period, based upon the fair value of the share options at the grant date and 
the likelihood of allocations vesting under the scheme. In 2009, the charge in respect of the CSOS was £13m (2008 £18m).  

Long Term Incentive Scheme 
Details of the Long Term Incentive Scheme (LTIS) are given on page 53. Details of notional allocations to Executive Directors under the LTIS are given on 
page 58. No allocations have been made since 2007. 

The costs of this scheme are charged to the income statement over the vesting period, based upon the fair value of the shares at the award date,  
adjusted for the probability of market-related performance conditions being achieved. In 2009, the charge in respect of the LTIS was £5m (2008 £11m).  
As at 31 December 2009, notional allocations of 2.8m ordinary shares (2008 5.9m ordinary shares) were outstanding under the LTIS. 

Sharesave Plan 
Details of the Sharesave Plan are given on page 54. Details of share options held by Executive Directors are given on page 59. In 2009, grants of 0.5m  
(2008 0.4m) share options were made under the Sharesave Plan. 

The costs of this plan are charged to the income statement over the vesting period, based upon the fair value of the share option at the grant date and  
the likelihood of allocations vesting under the scheme. In 2009, the charge in respect of the Sharesave Plan was £1m (2008 £1m).  

The fair value of share options granted during the year in respect of the Sharesave Plan is estimated using a Black-Scholes option pricing model with  
the following assumptions: share price of £11.21 (2008 £8.00), exercise price of £8.63 (2008 £7.66), dividend yield of 1.0% (2008 1.0%), volatility of 43%  
(2008 38%), a risk-free rate of 1.64% (2008 2.23%) and an expected life of three years (2008 three years). The fair value of share options granted during  
the year was £4.35 per share (2008 £2.24 per share).  

Expected volatility was determined by calculating the historical volatility of the Group’s share price over the previous three-year period. The expected life 
used in the model is based on the contractual terms in the Sharesave Plan. 
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4 DIRECTORS AND EMPLOYEES continued 

Share Incentive Plan 
Details of the Share Incentive Plan (SIP) are given on page 54. In 2009, awards of 0.4m ordinary shares were made as Flex Share Awards in conjunction  
with the Group’s UK Flexible Benefits Plan.  

Under IFRS 2, the charge to the income statement in respect of the award is based on the market value of the shares at the grant date. The fair value of  
the shares awarded during the year was £10.66 per share. In 2009, the charge in respect of the SIP was £4m (2008 £nil). 

Cash-Settled Share-Based Payments 
Cash-settled share-based payments arise when the Group incurs a liability to transfer cash amounts that are based on the price (or value) of the 
Company’s shares. 

A charge of £3m has been made in respect of cash-settled CSOS awards (2008 £1m), the terms of which are the same as the equity-settled CSOS awards, 
and a charge of £7m (2008 £2m credit) has been made in respect of social security costs on employee share option and share plans. The charge for  
cash-settled CSOS awards and social security costs on employee share option and share plans covers awards made before and after 7 November 2002. 

During the vesting period, the costs of the cash-settled CSOS awards are charged to the income statement based on the fair value of the share option at 
the balance sheet date and the likelihood of allocations vesting under the scheme. The fair value of the non-vested cash-settled options at the balance 
sheet date has been estimated using a Black-Scholes option pricing model with the following assumptions: share price of £11.22 (2008 £9.57), weighted 
average exercise price of £7.92 (2008 £7.87), dividend yield of 1.0% (2008 1.0%), volatility of 37.00% (2008 34.10%), a weighted average risk-free rate of 1.67% 
(2008 2.26%) and a weighted average expected life of three years (2008 four years). The average fair value of non-vested cash-settled CSOS awards at the 
balance sheet date was £4.25 (2008 £3.23). For awards that had vested, but not exercised at the balance sheet date, the fair value was the intrinsic value of 
the award at the balance sheet date.  

The charge to the income statement in respect of social security costs has been calculated based on the fair value of the awards at the balance sheet date 
multiplied by the current employer’s social security rate. The fair value of the awards that had not vested at the balance sheet date has been estimated 
using a Black-Scholes option pricing model. 

To determine the social security costs in respect of the CSOS awards the following assumptions were used: share price of £11.22 (2008 £9.57), weighted 
average exercise price of £7.92 (2008 £7.46), dividend yield of 1.0% (2008 1.0%), volatility of 37.00% (2008 34.10%), a weighted average risk-free rate of 1.67% 
(2008 2.04%) and a weighted average expected life of three years (2008 three years). The average fair value of non-vested CSOS awards at the balance 
sheet date was £4.25 (2008 £3.32). For awards that had vested but not been exercised at the balance sheet date, the fair value was the intrinsic value of  
the award at the balance sheet date.  

To determine the social security costs in respect of the LTIS awards the following assumptions were used: share price of £11.22 (2008 £9.57), volatility of 
43.00% (2008 40.60%), a weighted average risk-free rate of 0.65% (2008 0.85%) and a weighted average expected life of one year (2008 one year). The 
weighted average fair value of LTIS awards at the balance sheet date was £9.66 (2008 £8.58).  

To determine the social security costs in respect of the Performance Share Awards the following assumptions were used: share price of £11.22 (2008 £9.57), 
volatility of 43.00% (2008 40.60%), a weighted average risk-free rate of 1.45% (2008 1.73%) and a weighted average expected life of two years (2008 three years). 
The weighted average fair value of Performance Share Awards at the balance sheet date was £5.31 (2008 £4.72). For the Group Share Awards, the fair value of 
the award was based on the market price of the shares at the balance sheet date. 

F)  ANALYSIS OF SHARE OPTIONS AS AT 31 DECEMBER 2009 

Date of 
grant

Number 
of shares 

m

Weighted 
average  

option price  
£ 

Normal 
exercisable 

date

Weighted 
average 

remaining 
contractual life

Sharesave Scheme and Sharesave Plan options  

 2004 0.13 2.74 2009 0yr 4mths

 2005 0.14 3.95 2010 1yr 4mths

 2006 0.43 5.82 2009/11 1yr 11mths

 2007 0.63 7.16 2011 1yr 7mths

 2008 0.35 7.66 2012 2yrs 7mths

 2009 0.53 8.63 2013 3yrs 6mths

Company Share Option Scheme options(a)  

 2000 0.13 2.685 2010 0yr 10mths

 2001 0.31 2.5634 2011 1yr 10mths

 2002 0.75 2.5175 2012 2yrs 8mths

 2003 1.93 2.705 2013 3yrs 8mths

 2004 2.90 3.4733 2014 4yrs 8mths

 2005 5.94 4.9942 2015 5yrs 8mths

 2006 0.03 6.26 2016 6yrs 1mth

 2006 7.91 6.8983 2016 6yrs 8mths

 2007 10.47 7.92 2017 7yrs 8mths

(a)  For CSOS the normal exercisable date given above is the last date that the options are exercisable. This is the tenth anniversary of the grant date. Options can be exercised subject to performance conditions, 
from the third anniversary of the grant date. 
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4 DIRECTORS AND EMPLOYEES continued 

G)  WEIGHTED AVERAGE EXERCISE PRICE OF SHARE OPTIONS 
2009

Sharesave
Scheme and 

Sharesave 
Plan options

£

2009 
CSOS 

options 
£ 

2008 
Sharesave 

Scheme and 
Sharesave 

Plan options
 £

2008
CSOS

options
£

Outstanding as at 1 January  5.76 5.76 4.96 5.60

Granted 8.63 – 7.66 –

Exercised 3.86 4.76 3.09 4.07

Forfeited 6.11 7.51 5.30 6.34

Outstanding as at 31 December  6.86 6.11 5.76 5.76

Exercisable as at 31 December  4.03 5.16 3.62 3.98

H)  SUMMARY OF MOVEMENTS IN SHARE OPTIONS 

 

Sharesave  
Scheme and 

Sharesave Plan 
options  

m 

CSOS 
options 

m

2008  

Outstanding as at 1 January 2008 2.5 55.1

Granted 0.4 –

Exercised (0.5) (6.5)

Forfeited (0.1) (3.6)

Outstanding as at 31 December 2008 – number 2.3 45.0

Exercisable as at 31 December 2008 – number 0.1 21.6

Option price range as at 31 December 2008 (£) 2.19 – 7.66  2.52 – 7.92

Option price range for exercised options (£) 2.19 – 7.16 2.52 – 7.92

Weighted average share price at the date of exercise for options exercised in the year (£) 10.35 10.76

  

2009  

Outstanding as at 1 January 2009 2.3 45.0

Granted 0.5 –

Exercised (0.5) (13.2)

Forfeited (0.1) (1.4)

Outstanding as at 31 December 2009 – number 2.2 30.4

Exercisable as at 31 December 2009 – number 0.2 19.9

Option price range as at 31 December 2009 (£) 2.74 – 8.63 2.52 – 7.92

Option price range for exercised options (£) 2.19 – 7.16 2.52 – 7.92

Weighted average share price at the date of exercise for options exercised in the year (£) 10.80 10.89
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5 DISPOSALS, RE-MEASUREMENTS AND IMPAIRMENTS 

BG Group has separately identified profits and losses related to disposals, impairments and certain re-measurements of derivative instruments.  
A reconciliation of results before and after disposals, re-measurements and impairments is given in note 2, page 77. 

 
2009

£m
2008

£m

Other operating income: 

Re-measurements of commodity based contracts 105 157

Profits and losses on disposal of non-current assets and impairments (213) (24)

Finance income 4 49

Finance costs (22) (55)

 

Taxation 31 (70)

Profit/(loss) for the year (95) 57

Profit/(loss) attributable to: 

Shareholders (earnings) (95) 59

Minority interests – (2)

OTHER OPERATING INCOME 
Re-measurements included within Other operating income amounts to a credit of £105m (2008 £157m), £53m of this credit (2008 £131m) represents 
unrealised mark-to-market movements on certain long-term UK gas contracts. While the activity surrounding these contracts involves the physical  
delivery of gas, the contracts fall within the scope of IAS 39 and meet the definition of a derivative instrument. Other re-measurements include derivatives 
representing economic hedges not in formal hedge relationships. Further information on commodity instruments is given in note 18, page 95. 

DISPOSAL OF NON-CURRENT ASSETS AND IMPAIRMENTS 

2009 
Following a significant fall in the Henry Hub gas price in 2009, BG Group reviewed the recoverable amount of its Canadian exploration and production 
business on a value in use basis (using a pre-tax discount rate of 8%). This resulted in an impairment charge of £131m in the E&P segment (post-tax £94m). 

Following lower than expected demand in the US power market in 2009, BG Group reviewed the recoverable amount of its US Power assets on a fair value 
less costs to sell basis. Fair value less costs to sell is based on the best evidence available to the Group and may include appropriate valuation techniques, 
market data or sales of comparable assets. The US Power assets’ fair value less costs to sell was based on indicative market data. This resulted in an 
impairment charge of £83m in the Power segment (post-tax £53m). 

In 2009, other plant disposals and write-offs resulted in a pre and post-tax credit to the income statement of £1m. 

2008 
In March 2008, the Group committed to a plan to dispose of certain non-core businesses, within Other activities. The disposals completed in July 2008 for  
a cash consideration of £19m, resulting in a pre and post-tax charge to the income statement of £16m.  

In 2008, other plant disposals and write-offs resulted in a pre-tax charge to the income statement of £8m (post-tax £7m). 

FINANCE INCOME AND COSTS 
Re-measurements presented in finance income and costs relate primarily to certain derivatives used to hedge foreign exchange and interest rate risk, 
offset by foreign exchange movements and hedge adjustments on certain borrowings in subsidiaries. 
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6 FINANCE INCOME AND COSTS 

 
2009

£m
2008

£m

Interest receivable(a) 63 276

Net fair value gains and losses on interest rate and currency exchange rate derivatives 12 –

Fair value hedge adjustments (8) –

Finance income 67 276

 

Interest payable (91) (69)

Finance lease charges (53) (57)

Other finance charges (2) (15)

Less: interest capitalised(b) 31 22

Unwinding of discount on provisions and pension obligations(c) (45) (31)

Exchange losses(a) (22) –

Net fair value gains and losses on interest rate and currency exchange rate derivatives – (34)

Fair value hedge adjustments – (21)

Finance costs (182) (205)

 

Net finance (costs)/income(d) (115) 71

(a)  Interest receivable includes exchange gains of £25m (2008 net exchange gains of £145m). Exchange losses (2008 net exchange gains) include the retranslation of certain borrowings in subsidiaries. Certain 
exposures relating to these borrowings are hedged using interest rate and currency derivative instruments; the net fair value gains and losses on such derivatives are reported separately. 

(b)  Finance costs associated with general Group central borrowings used to finance major capital projects are capitalised up to the point that the project is ready for its intended use. The weighted average 
interest cost applicable to these borrowings is 1.9% per annum (2008 4.8%). Tax relief for capitalised interest is approximately £9m (2008 £6m). 

(c)  Amount in respect of pension obligations represents the unwinding of discount on the plans’ liabilities offset by the expected return on the plans’ assets (see note 25, page 107). Also includes the unwinding  
of discount on decommissioning and other provisions (see note 20, page 102). 

(d)  Excludes the Group’s share of net finance costs from joint ventures and associates of £47m (2008 £52m). 

7 TAXATION 

 
2009

£m
2008

£m

Current tax 

UK – corporation tax at 28% and 50% (2008 28.5% and 50%) 1 240 1 710

– petroleum revenue tax at 50% (2008 50%) 14 27

– adjustments in respect of prior periods (73) (13)

– less: double tax relief (460) (627)

UK tax charge 721 1 097

Overseas tax charge 655 990

– adjustments in respect of prior periods 31 (19)

Current tax charge  1 407 2 068

Deferred tax 

Temporary differences 209 232

Recognition of previously unrecognised deferred tax asset (20) –

Deferred petroleum revenue tax at 50% (2008 50%) 2 18

Tax charge 1 598 2 318

The tax credit relating to disposals, re-measurements and impairments is £31m (2008 tax charge £70m). This consists of a tax charge on unrealised  
re-measurements of £36m (2008 tax charge £71m) and a tax credit on disposals and impairments of £67m (2008 tax credit £1m). 

The total tax charge reconciles with the charge calculated using the statutory rates of UK corporation tax as follows: 

 
2009

£m
2008

£m

Profit before taxation 3 862 5 468

Tax at UK statutory rates on profit 1 299 1 904

Effect on tax charge of: 

Non tax-deductible or non-taxable items 61 55

Overseas or petroleum revenue taxes at different rates to UK statutory rates 267 374

Prior year and other adjustments including unrelieved overseas tax losses (29) (15)

Tax charge 1 598 2 318
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8 DIVIDENDS 
 2009 2008 

£m 
Pence per 

ordinary share £m
Pence per 

ordinary share

Prior year final dividend, paid in the year 220 6.55 193 5.76

Interim dividend, paid in the year 189 5.62 156 4.68

Total dividend paid in the year 409 12.17 349 10.44

   

Proposed final dividend for the year ended 31 December 2009 227(a) 6.73 

(a)  Proposed final dividend is based on the shares in issue as at 31 December 2009 that are eligible for the dividend. 

The proposed final dividend for the year ended 31 December 2009 of 6.73p takes the 2009 full-year dividend to 12.35p per ordinary share. 

The final dividend of 6.55p (£220m) in respect of the year ended 31 December 2008 was paid to shareholders on 22 May 2009 (1 June 2009 to American 
Depositary Receipt (ADR) holders). The interim dividend was paid to shareholders on 11 September 2009 (18 September 2009 to ADR holders). The proposed 
final dividend of 6.73p per ordinary share (£227m) in respect of the financial year ended 31 December 2009 is payable on 21 May 2010 to shareholders  
(28 May 2010 to ADR holders) on the register at the close of business on 16 April 2010.  

9 EARNINGS PER ORDINARY SHARE 
Earnings per ordinary share have been calculated by dividing the earnings for the financial year for the Group of £2 168m (2008 £3 127m) by 3 363m  
(2008 3 349m), being the weighted average number of ordinary shares in issue and ranking for dividend during the year. Earnings per ordinary share 
excluding disposals, re-measurements and impairments have been presented in order to reflect the underlying performance of the Group. 

 2009 2008 

£m 

Basic earnings  
per ordinary 

share  
pence £m

Basic earnings 
per ordinary 

share 
pence

Earnings 2 168 64.5 3 127 93.4

Disposals, re-measurements and impairments 
(see note 5, page 87) 95 2.8 (59) (1.8)

Earnings excluding disposals, re-measurements and impairments 2 263 67.3 3 068 91.6

The earnings figure used to calculate diluted earnings per ordinary share is the same as that used to calculate earnings per ordinary share given above, 
divided by 3 389m (2008 3 382m), being the weighted average number of ordinary shares in issue during the year as adjusted for dilutive equity 
instruments relating to the employee share schemes. A reconciliation of the weighted average number of ordinary shares used as the denominator in 
calculating the basic and diluted earnings per ordinary share is given below: 

 

2009 
Shares 

m

2008 
Shares 

m

Basic 3 363 3 349

Dilutive potential ordinary shares: 

Equity instruments outstanding during the year 26 33

Diluted basis 3 389 3 382

Diluted earnings per ordinary share (including disposals, re-measurements and impairments) (pence) 64.0 92.5

Diluted earnings per ordinary share (excluding disposals, re-measurements and impairments) (pence) 66.8 90.7
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10 GOODWILL 

THE GROUP 
2009

£m
2008

£m

Cost and net book value as at 1 January 417 385

Transfers – 13

Currency translation adjustments 81 19

Charge for impairment (see note 5, page 87) (15) –

Net book value as at 31 December  483 417

 

as at 31 December 

 
2009

£m
2008

£m

Cost 498 417

Accumulated impairment (15) –

Net book value 483 417

For the purpose of impairment testing, goodwill is allocated to groups of cash generating units (CGU) and represents the lowest level at which goodwill is 
monitored. The Group tests goodwill annually for impairment or more frequently if there are indications that it might be impaired.  

As at 31 December 2009, the majority of the goodwill recognised related to Comgás, which is classified within the T&D segment. Comgás is defined as  
a CGU for impairment testing purposes. No goodwill impairment has been recognised in respect of this CGU. 

The recoverable amount of the Comgás CGU is determined from value in use calculations, using cash flow projections based on approved financial plans 
covering a five-year period. The projected cash flows are adjusted for associated risks and are discounted using a nominal rate of 8% (pre-tax). The volume 
growth rate assumptions used in the plans were based on past performance and management’s expectations of market development. The annual  
volume growth rates in the business plan used to determine cash flows beyond the five-year period are between 4% and 5% and do not exceed the average 
long-term growth rate for the relevant markets.  

During the year an impairment charge was booked against goodwill held in respect of the US power plants amounting to £15m. 

11 OTHER INTANGIBLE ASSETS 

THE GROUP 
Expenditure on unproved 

gas and oil reserves Other (a) Total 

2009
£m

2008
£m

2009
£m

2008 
£m 

2009
£m

2008
£m

Cost as at 1 January 3 656 769 80 68 3 736 837

Additions 1 651 818 2 3 1 653 821

Business combinations – 1 880 – 15 – 1 895

Disposals and unsuccessful exploration expenditure(b) (350) (240) – (16) (350) (256)

Transfer to property, plant and equipment (650) (57) – – (650) (57)

Other movements(c) 29 2 (15) (13) 14 (11)

Currency translation adjustments 425 484 (3) 23 422 507

Cost as at 31 December 4 761 3 656 64 80 4 825 3 736

Amortisation as at 1 January – – (23) (14) (23) (14)

Charge for the year – – (4) (4) (4) (4)

Charge for impairment (see note 5, page 87) (41) – – – (41) –

Currency translation adjustments – – 2 (5) 2 (5)

Amortisation as at 31 December (41) – (25) (23) (66) (23)

Net book value as at 31 December 4 720 3 656 39 57 4 759 3 713

(a)  As at 31 December 2009, Other includes the contractual rights in respect of the purchase of LNG, regasification services and related gas sales at Elba Island in the USA. The estimated aggregate amortisation 
expense from 2010 to 2014 is £3m per annum. The average remaining life of the contractual rights is 11 years and 5 months (2008 12 years and 4 months). 

(b)  Disposals and unsuccessful exploration expenditure includes £349m (2008 £240m) in respect of unsuccessful exploration expenditure written off. In 2008, an additional £5m of expenditure relating to a 
previously unsuccessful well was charged directly to the income statement. 

(c)  Following finalisation of the fair values attributed to the net assets of Queensland Gas Company Limited (acquired in 2008), £15m has been transferred from Other intangible assets to Expenditure on 
unproved gas and oil reserves. No other adjustments have been made to the net assets acquired. 
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12 PROPERTY, PLANT AND EQUIPMENT 

THE GROUP       

Land and 
buildings 

£m

Mains, services 
and meters 

£m

Plant and  
machinery  

£m 

Motor vehicles  
and office  

equipment  
£m 

Exploration 
and 

production 
£m

Total 
£m

Cost as at 1 January 2009 108 749 3 001 546 13 125 17 529

Additions 14 77 775 198 2 194 3 258

Disposals, transfers and other movements(a) – – (6) (14) 486 466

Currency translation adjustments 2 154 (211) (5) (851) (911)

Cost as at 31 December 2009 124 980 3 559 725 14 954 20 342

Accumulated depreciation as at 1 January 2009  (41) (116) (714) (178) (5 192) (6 241)

Charge for the year (2) (29) (121) (89) (886) (1 127)

Charge for impairment (see note 5, page 87) – – (68) – (90) (158)

Disposals and transfers(a) – – 2 4 378 384

Currency translation adjustments – (38) 32 5 261 260

Accumulated depreciation as at 31 December 2009 (43) (183) (869) (258) (5 529) (6 882)

Net book value as at 31 December 2009(b)(c)(d) 81 797 2 690(e) 467 9 425 13 460

 

Land and 
buildings 

£m

Mains, services 
and meters 

£m

Plant and  
machinery  

£m 

Motor vehicles  
and office  

equipment  
£m 

Exploration 
and 

production 
£m

Total 
£m

Cost as at 1 January 2008 94 644 2 230  432 8 780 12 180

Additions 3 75 155  163 1 797 2 193

Business combinations – – 7  13 160 180

Disposals, transfers and other movements(a) (1) (3) (40)  (103) 215 68

Currency translation adjustments 12 33 649  41 2 173 2 908

Cost as at 31 December 2008 108 749 3 001  546 13 125 17 529

Accumulated depreciation as at 1 January 2008  (38) (84) (500)  (196) (3 936) (4 754)

Charge for the year (2) (24) (119)  (57) (674) (876)

Charge for impairment (see note 5, page 87) – – (19)  – – (19)

Disposals and transfers – – 28  96 – 124

Currency translation adjustments (1) (8) (104)  (21) (582) (716)

Accumulated depreciation as at 31 December 2008 (41) (116) (714)  (178) (5 192) (6 241)

Net book value as at 31 December 2008(b)(c)(d) 67 633 2 287(e) 368 7 933 11 288

Details of BG Group’s gas and oil reserves are given in Supplementary information – gas and oil (unaudited) on page 118. 

(a)  Includes, within Exploration and production, a transfer from other intangible assets of £650m (2008 £57m), an increase in the decommissioning asset of £66m (2008 £158m) and £157m of certain trade 
receivables used as part consideration for the acquisition of non-current assets. Also includes the exchange of equity interests in certain North Sea production assets. 

(b)  The Group’s Net book value includes capitalised interest of £230m (2008 £217m) comprising Exploration and production £151m (2008 £145m) and Plant and machinery £79m (2008 £72m). A deferred tax 
liability is recognised in respect of this taxable temporary difference at current enacted rates. 

(c)  Includes the net book value of decommissioning assets of £380m (2008 £358m) and expenditure on Plant and machinery and Exploration and production assets under construction of £2 022m  
(2008 £2 155m). 

(d)  Assets capitalised and held under finance leases included in Plant and machinery are: 

 
2009

£m
2008

£m

 Cost 1 324 1 417

 Accumulated depreciation (220) (217)

 Net book value 1 104 1 200

(e)  Includes assets held under operating leases where BG Group is the lessor: 

 
2009

£m
2008

£m

 Cost 193 190

 Accumulated depreciation (107) (88)

 Net book value 86 102

  The depreciation charge for the year relating to these assets was £19m (2008 £16m). 

as at 31 December 

as at 31 December 
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13 INVESTMENTS 

Investments represent long-term investments. 

THE GROUP       

Joint ventures Associates 

Share of 
net assets 

£m
Loans 

£m

Share of 
net assets 

£m
Loans  

£m 

Other 
investments 

£m 

Total 
investments 

£m

Carrying value as at 1 January 2009  300 278 386 656 11 1 631

Investments 193 51 5 45 – 294

Disposals, transfers and other loan movements – (11) – (20) – (31)

Share of retained profits less losses during the year(a) 9 – 50 – – 59

Currency translation adjustments and fair value movements (21) (1) (40) (68) 5 (125)

Carrying value as at 31 December 2009 481 317 401 613 16(b) 1 828

 

Joint ventures Associates 

Share of 
net assets 

£m
Loans 

£m

Share of 
net assets 

£m
Loans  

£m 

Other 
investments 

£m 

Total 
investments 

£m

Carrying value as at 1 January 2008  262 209 236 449 1 1 157

Investments 46 31 9 130 5 221

Business combinations – – – – 5 5

Disposals, transfers and other loan movements (48) 37 38 (66) – (39)

Share of retained profits less losses during the year(a) (9) – 16 – – 7

Currency translation adjustments and fair value movements 49 1 87 143 – 280

Carrying value as at 31 December 2008 300 278 386 656 11(b) 1 631

(a)  Comprises share of post-tax results for the year of £204m (2008 £158m), offset by share of dividends receivable by BG Group of £145m (2008 £151m). 
(b)  Includes an available-for-sale investment in Victoria Petroleum NL. 

During the year ended 31 December 2008, the Group acquired Queensland Gas Company Limited which owns a 16.73% interest in Victoria Petroleum NL,  
a company listed on the Australian Securities Exchange. This investment is classified as an available-for-sale financial asset and is measured at fair value, 
with movements in fair value recognised in equity. The fair value of the investment has been determined by reference to quoted market prices. As at  
31 December 2009, the fair value of this investment was £10m (2008 £5m). 

Analysis of BG Group’s share of assets, liabilities, income and expenses in joint ventures and associates is shown below: 

Joint ventures Associates 

as at 31 December 
 

2009
£m

2008 
£m 

2009
£m

2008
£m

Share of assets – non-current assets 1 019 818 1 492 1 458

– current assets 177 191 275 314

 1 196 1 009 1 767 1 772

Share of liabilities – current liabilities (149) (125) (169) (270)

– non-current liabilities (566) (584) (1 197) (1 116)

 (715) (709) (1 366) (1 386)

Share of net assets 481 300 401 386

for the year ended 31 December 
  

Share of revenue 366 307 656 791

Share of operating costs (271) (222) (421) (627)

Share of operating profit  95 85 235 164

Share of finance costs (18) (18) (29) (34)

Share of tax (23) (20) (56) (19)

Share of post-tax results 54 47 150 111

Further information on principal subsidiary undertakings, joint ventures and associates is given in note 27, page 112. 
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13 INVESTMENTS continued 

THE COMPANY  

Subsidiary 
undertakings 

£m

As at 1 January 2009 2 381

Capital contribution(a) 34

As at 31 December 2009 2 415

(a)  Represents the fair value of equity instruments granted to subsidiaries’ employees arising from equity-settled employee share schemes. 

14 INVENTORIES 

THE GROUP   

 
2009

£m
2008

£m

Raw materials and consumables 273 248

Finished goods for resale 203 314

 476 562

15 TRADE AND OTHER RECEIVABLES 
The Group The Company 

2009 
£m 

2008 
£m 

2009
£m

2008
£m

Amounts falling due within one year   

Trade receivables 1 263 1 340 – –

Amounts owed by Group undertakings – – 2 856 1 204

Amounts owed by joint ventures and associates (see note 24, page 106) 22 50 – –

Other receivables 300 358 – –

Prepayments and accrued income 1 338 1 868 – –

 2 923 3 616 2 856 1 204

Amounts falling due after more than one year   

Other receivables 52 66 – –

Prepayments and accrued income 26 29 – –

 78 95 – –

   

Total receivables 3 001 3 711 2 856 1 204

Trade receivables are stated net of provisions. When management considers the recovery of a receivable to be improbable, a provision is made against the 
carrying value of the receivable. The movement in this provision is as follows: 

THE GROUP   

 
2009

£m
2008

£m

Provision as at 1 January  32 17

Charge for the year 10 13

Transfers and other adjustments – 2

Provision as at 31 December 42 32

As at 31 December 2009, £204m (2008 £230m) of trade and other receivables were past due but not provided for; an analysis of these receivables is  
as follows: 

THE GROUP   

 
2009

£m
2008

£m

Less than three months past due  109 95

Between three and six months past due 24 97

Between six and 12 months past due 35 9

More than 12 months past due 36 29

 204 230

There are no past due or impaired receivables in the Company (2008 £nil). 
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16 CASH AND CASH EQUIVALENTS 
The Group The Company 

2009
£m

2008 
£m 

2009
£m

2008
£m

Cash at bank and in hand 299 335 1 1

Cash equivalent investments 394 698 – –

 693 1 033 1 1

Cash and cash equivalents comprise cash in hand, deposits with a maturity of three months or less and other short-term highly liquid investments that  
are readily convertible into known amounts of cash. 

The effective interest rates of the Group’s cash equivalent investments as at 31 December 2009 were between nil and 5.2% (2008 0.01% and 8.8%). For 
further information on the interest rate composition of the Group’s financial assets see note 18, page 95. 

17 BORROWINGS 

The Group’s treasury policy and other borrowings information disclosed in the financing section on pages 26 to 29 of the Financial review form part of  
this note. 

THE GROUP   

 
2009

£m
2008

£m

Amounts falling due within one year 

Commercial paper and bonds 492 48

Bank loans and overdrafts 208 219

Obligations under finance leases 17 14

 717 281

Amounts falling due after more than one year 

Bonds and other loans  1 529 339

Bank loans 368 286

Obligations under finance leases 1 214 1 272

 3 111 1 897

Gross borrowings 3 828 2 178

As at 31 December 2009, Comgás had pledged trade receivables of £14m (2008 £13m) as security against certain of its borrowings. In the event of default 
under the loan agreements, the lender has the right to receive cash flows from the receivables pledged. Without default the entity will continue to collect 
the receivables and allocate new receivables as collateral. 

MATURITY AND INTEREST RATE PROFILE OF THE GROUP’S BORROWINGS 
The following tables analyse the Group’s gross borrowings. These are repayable as follows: 

Gross borrowings (including obligations under finance leases) Fixed rate borrowings Total gross borrowings 

2009
£m

2008 
£m 

2009
£m

2008
£m

Within one year 16 13 717 281

Between one and two years 19 14 120 82

Between two and three years 21 15 385 82

Between three and four years 20 15 766 351

Between four and five years 24 17 91 71

After five years 899 385 1 749 1 311

 999  459 3 828 2 178

For the purpose of the table above, debt with an initial maturity within one year, such as commercial paper, is treated as floating rate debt. 

As part of its interest rate risk strategy the Group has entered into swaps that are designated as fair value or cash flow hedges of interest rate risk.  
The disclosure above is presented after the effect of these swaps. Further information on the fair value of the swaps is included in note 18, page 95. 
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17 BORROWINGS continued 

The effective post-swap interest rates as at 31 December 2009 were between 0.2% and 11% (2008 4% and 17%). For amounts falling due within one year  
the effective post-swap interest rates were between 0.2% and 9% (2008 4% and 17%). Post-swap fixed rate borrowings mature between 2011 and 2037 
(2008 mature between 2009 and 2028) and the interest rates are not subject to re-pricing prior to maturity. 

Obligations under finance leases 
Minimum  

lease payments 
Obligations under  

finance leases 

Amounts due: 
2009 

£m 
2008 

£m 
2009

£m
2008

£m

Within one year 64 93 17 14

Between one and five years 313 341 82 77

After five years 1 806 1 938 1 132 1 195

Less: future finance charges (952) (1 086) – –

 1 231 1 286 1 231 1 286

The Group has finance lease obligations in respect of LNG ships and infrastructure. These lease obligations expire between 2024 and 2037  
(2008 expire between 2024 and 2037).  

CURRENCY COMPOSITION OF THE GROUP’S BORROWINGS 
The following table analyses the currency composition of the Group’s borrowings: 

 
2009

£m
2008

£m

Currency: 

Pound Sterling 1 029 528

US Dollar 1 482 1 151

Euro 723 52

Brazilian Real 561 397

Other 33 50

 3 828 2 178

The disclosure above does not include the impact of certain currency swaps as these are separately recognised under IAS 39 and presented in note 18 
below. As at 31 December 2009, the Group had swapped £526m (2008 £528m) of Pounds Sterling borrowings into US Dollars, £671m (2008 £nil) of Euro 
borrowings into Pounds Sterling, £44m (2008 £nil) of Euro borrowings into US Dollars, £7m (2008 £55m) of US Dollars borrowings into Brazilian Real and  
£30m (2008 £48m) of other currencies into US Dollars.  

COMPOSITION OF THE GROUP’S UNDRAWN COMMITTED FACILITIES 
The Group has undrawn committed borrowing facilities, in respect of which all conditions have been met, as follows: 

 
2009

£m
2008

£m

Expiring: 

Within one year 232 922

Between one and two years 675 –

Between two and three years 644 –

Between three and four years – 723

After five years 177 78

 1 728 1 723

18 FINANCIAL INSTRUMENTS 

TREASURY INSTRUMENTS 
The Group is exposed to credit risk, interest rate risk, exchange rate risk and liquidity risk. As part of its business operations, the Group uses derivative 
financial instruments (derivatives) in order to manage exposure to fluctuations in interest rates and exchange rates. The Group enters into interest rate 
derivatives to manage the composition of floating and fixed rate debt. The Group enters into currency derivatives to hedge certain foreign currency  
cash flows and to adjust the currency composition of its assets and liabilities. Certain agreements are combined foreign currency and interest swap 
transactions, described as cross-currency interest rate swaps. The Group’s policy is to enter into interest or exchange rate derivatives only where these  
are matched by an underlying asset, liability or transaction. 

Further information on treasury risks is contained in the Principal risks and uncertainties section, pages 30 to 33. 
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18 FINANCIAL INSTRUMENTS  

COMMODITY INSTRUMENTS 
Within the ordinary course of business the Group routinely enters into sale and purchase transactions for commodities. The majority of these transactions 
take the form of contracts that were entered into and continue to be held for the purpose of the receipt or delivery of the commodity in accordance with 
the Group’s expected sale, purchase or usage requirements. Such contracts are not within the scope of IAS 39.  

Certain long-term gas sales contracts in the UK fall within the scope of IAS 39. These contracts include pricing terms that are based on a variety of 
commodities and indices. They are recognised in the balance sheet at fair value with movements in fair value recognised in the income statement. 

Certain short-term market traded contracts for the purchase and subsequent resale of third-party commodities are within the scope of IAS 39 and are 
recognised in the balance sheet at fair value with movements in fair value recognised in the income statement. The Group uses various commodity  
based derivative instruments to manage some of the risks arising from fluctuations in commodity prices. Such contracts include physical and net-settled 
forwards, futures, swaps and options. Where these derivatives have been designated as cash flow hedges of underlying commodity price exposures, 
certain gains and losses attributable to these instruments are deferred in equity and subsequently recognised in the income statement when the 
underlying hedged transaction crystallises. Commodity derivatives that are not part of a hedging relationship are recognised in the balance sheet at  
fair value with movements in fair value recognised in the income statement. These have all been included within other commodity derivatives in the 
following tables. 

Further information on commodity price exposure is contained in the Principal risks and uncertainties section, pages 30 to 33. 

AMOUNTS RECOGNISED IN RESPECT OF FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE 
THE GROUP     

2009 2008 

Included on the balance sheet: 
Assets

£m
Liabilities 

£m 
Assets

£m
Liabilities

£m

Interest rate derivatives 91 (14) 19 –

Currency exchange rate derivatives 405 (317) 988 (744)

Cross-currency interest rate derivatives 26 (12) 7 (97)

Long-term UK gas contracts – (189) – (242)

Other commodity derivatives 868 (855) 1 459 (898)

 1 390 (1 387) 2 473 (1 981)

In addition to the above, the Group held non-derivative available-for-sale financial assets of £10m (2008 £5m) which are recognised in the balance sheet at 
fair value.  

As at 31 December 2009, the Group had deposited cash of £152m (2008 £119m) and received cash of £57m (2008 £203m) in respect of collateral and margin 
payments associated with the use of commodity derivatives. 

Derivative financial instruments classified as held-for-trading are presented within current assets and current liabilities. All other derivative financial 
instruments are classified as current or non-current according to the remaining maturity of the derivative.  

2009 2008 

Expiring: 
Assets

£m
Liabilities 

£m 
Assets

£m
Liabilities

£m

Within one year 1 013 (861) 1 538 (1 453)

Between one and five years 310 (484) 935 (528)

After five years 67 (42) – –

 1 390 (1 387) 2 473 (1 981)

The notional principal amounts of derivative financial instruments are as follows: 

 2009 2008 

Expiring: 

Within  
one year  

£m 

Between 
one and 

five years 
£m

After five 
years 

£m
Total

£m

Within 
one year 

£m

Between  
one and  

five years  
£m 

After five 
years 

£m
Total

£m

Interest rate derivatives 5 932 945 1 882 – 250 – 250

Currency exchange rate derivatives 3 735 2 078 – 5 813 3 297 2 703 – 6 000

Cross-currency interest rate derivatives 6 940 222 1 168 97 290 200 587

Other commodity derivatives 24 215 9 987 621 34 823 29 192 12 072 140 41 404

The notional principal amounts of long-term UK gas contracts are £285m (2008 £363m). The amounts in respect of other commodity derivatives represent 
the gross combination of notional principals relating to all purchase and sale contracts and accordingly do not show the extent to which these contracts 
may offset. These notional principal amounts give an indication of the scale of derivatives held, but do not reflect the risks that the Group is exposed to 
from their use. 

continued
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18 FINANCIAL INSTRUMENTS  

VALUATION 
All financial instruments that are initially recognised and subsequently re-measured at fair value have been classified in accordance with the hierarchy 
described in IFRS 7 ‘Financial Instruments: Disclosures’.  

Fair value measurement hierarchy  
The fair value hierarchy, described below, reflects the significance of the inputs used to determine the valuation.  

Level 1 fair value measurements are those derived directly from quoted prices (unadjusted) in active markets for identical assets and liabilities. 

Level 2 fair value measurements are those including inputs other than quoted prices included within Level 1 that are observable for the asset or liability 
directly or indirectly. The fair value of the Group’s interest rate and currency exchange rate derivatives and the majority of the Group’s commodity 
derivatives are calculated from relevant market yield curves at the balance sheet date and are therefore based solely on observable price information.  
These instruments are not directly quoted in active markets and are accordingly classified as level 2 in the fair value hierarchy. 

Level 3 fair value measurements are those derived from valuation techniques that include significant inputs for the asset or liability that are not based  
on observable market data. 

Where observable market valuations of commodity contracts are unavailable, the fair value on initial recognition is the transaction price and is 
subsequently determined using the Group’s forward planning assumptions for the price of gas, other commodities and indices. Due to the assumptions 
underlying their fair value, long-term UK gas contracts are categorised as Level 3 in the fair value hierarchy. One of the assumptions used for their valuation 
is that the gas market in the UK is liquid for two years. As at 31 December 2009, the average two-year forward price for UK gas was 42p per therm  
(2008 57p per therm). Beyond this period a seasonally adjusted UK gas price of 45p per therm (2008 45p per therm) has been used, along with an electricity 
price of £45 per megawatt hour (2008 £45 per megawatt hour). The fair values of the long-term commodity contracts are then discounted using the 
market yield curve at the balance sheet date. Using these assumptions, the change in fair value of long-term UK gas contracts credited to the income 
statement in the year was £53m (2008 £131m). 

As at 31 December 2009, the potential change in the fair value of long-term UK commodity contracts, assuming changes in the price assumptions of gas  
(15 pence per therm), Brent ($10 per bbl) and electricity (£15 per megawatt hour), was £72m (2008 £79m). 

 Financial assets Financial liabilities 

as at 31 December 2009 

 
Level 1

£m
Level 2

£m
Level 3

£m
Total

£m
Level 1 

£m 
Level 2 

£m 
Level 3

£m
Total

£m

Interest rate derivatives – 91 – 91 – (14) – (14)

Currency exchange rate derivatives – 405 – 405 – (317) – (317)

Cross-currency interest rate derivatives – 26 – 26 – (12) – (12)

Long-term UK gas contracts – – – – – – (189) (189)

Other commodity derivatives 5 852 11 868 (27) (818) (10) (855)

 5 1 374 11 1 390 (27) (1 161) (199) (1 387)

As at 31 December 2009, the Group also held available-for-sale financial assets of £10m (2008 £5m), the fair value of which is determined using Level 1 fair 
value measurements.  

Level 3 fair value measurements 
The movements in the year associated with financial assets and liabilities, measured at fair value and determined in accordance with Level 3, is shown below. 

 

Long-term UK 
gas contracts 

£m 

Other 
commodity 
derivatives 

£m
Total

 £m

Fair value as at 1 January 2009 (242) 32 (210)

Total gains or losses recognised in profit or loss (8) (13) (21)

Reclassification to Level 2 – (3) (3)

Settlements 61 (15) 46

Fair value as at 31 December 2009 (189) 1 (188)

Total gains and losses recognised in profit or loss are presented in Other operating income. All of the gains or losses for the period are related to financial 
assets and liabilities held at 31 December 2009. A reasonably possible change in the valuation assumptions underlying other commodity derivatives above 
would not significantly change their fair value measurement. 

continued
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18 FINANCIAL INSTRUMENTS  

FAIR VALUE ADJUSTMENTS ON FINANCIAL INSTRUMENTS 
THE GROUP   

Included in the income statement(a): 
2009

£m
2008

£m

Interest rate and exchange rate derivatives not in a designated hedge relationship 72 (80)

Interest rate derivatives designated as fair value hedges (8) 19

Cross-currency interest rate derivatives designated as fair value hedges 17 13

Commodity derivatives designated as fair value hedges 34 (71)

Ineffectiveness on cash flow hedges – 1

Ineffectiveness on net investment hedges (2) (3)

Long-term UK gas contracts (see note 2, page 77) 53 131

Other commodity derivatives not in a designated hedge relationship (9) 70

 157 80

(a)  Includes £40m credit (2008 £28m credit) recognised as Other operating income within Business Performance. 

Fair value gains of £5m (2008 £nil) on available-for-sale financial assets are included within equity. For further information see note 13, page 92. 

HEDGE ACCOUNTING 
In line with the Group’s risk management policies, certain derivative and non-derivative instruments are designated as hedges of currency, interest rate 
and commodity price exposures in accordance with IAS 39. Further information can be found in the Principal risks and uncertainties section, pages 30 to 33. 

Fair value hedges  
As at 31 December 2009, the Group held a number of interest rate swaps and cross-currency interest rate swaps designated as hedges of the fair value risk 
associated with the Group’s fixed rate debt. The Group also held a number of commodity derivatives designated as hedges of the fair value risk associated 
with fixed price firm sales commitments. The hedged items and the related derivatives have the same critical terms to ensure that they are an effective 
hedge under IAS 39. The fair value of derivative instruments designated as fair value hedges outstanding as at 31 December 2009 is £3m (2008 £(36)m). 
During 2009, adjustments of £(42)m (2008 £50m) have been made to hedged items in respect of the risks being hedged. 

Cash flow hedges 
The Group has forward commodity contracts, currency exchange rate derivatives and interest rate derivatives designated as hedges of highly probable 
forecast purchases and sales, and of interest flows on floating rate debt. As at 31 December 2009, an unrealised pre-tax gain of £69m (2008 £750m) was 
deferred in equity in respect of effective cash flow hedges. The hedged transactions are expected to occur within 28 years (2008 three years) following the 
year end and the associated gains and losses deferred in equity will be released to the income statement as the underlying transaction crystallises. As at  
31 December 2009, deferred pre-tax gains of £176m (2008 £397m) are expected to be released to the income statement within one year. The fair value  
of derivative instruments designated as cash flow hedges outstanding as at 31 December 2009 is £(221)m (2008 £745m); these amounts exclude 
dedesignated cash flow hedges. During 2009, certain forecast commodity sales for which cash flow hedge accounting was used were no longer expected 
to occur. This resulted in the transfer of an unrealised pre-tax gain of £43m from equity to the income statement. The related cash flow hedges were 
discontinued prospectively.  

Page 70 identifies the amounts that have been transferred from equity in respect of transactions completed during the year. These items are reported 
within the income statement or non-current assets to match against the underlying transaction. 

Hedges of net investments in foreign operations 
As at 31 December 2009, certain borrowings and currency derivatives have been designated as hedges of the currency risk associated with net investments 
in foreign operations. The portion of gains or losses on the hedging instruments determined to be an effective hedge are transferred to equity to offset the 
gains and losses arising on the retranslation of net investments in foreign subsidiaries. The pre-tax loss on effective hedging instruments deferred within 
equity as at 31 December 2009 is £74m (2008 £92m). The fair value of financial instruments designated as hedges of net investments in foreign operations 
outstanding as at 31 December 2009 is £452m (2008 £(37)m). 

continued
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18 FINANCIAL INSTRUMENTS  

FINANCIAL ASSETS (EXCLUDING SHORT-TERM RECEIVABLES) 
The Group’s financial assets consist of cash and cash equivalents of £693m (2008 £1 033m), loans made to joint ventures and associates of £930m  
(2008 £934m), available-for-sale assets of £10m (2008 £5m), other long-term investments of £6m (2008 £6m) and receivables due after more than  
one year of £48m (2008 £51m). 

The currency and interest rate profile of financial assets is as follows: 

THE GROUP         

 2009 2008 

 

Fixed rate 
financial 

assets
£m

Floating rate 
financial 

assets
£m

Non-interest 
bearing assets

£m
Total

£m

Fixed rate 
financial 

assets 
£m 

Floating rate 
financial 

assets 
£m 

Non-interest 
bearing assets

£m
Total

£m

Currency:   

Pound Sterling 77 13 244 334 73 212 208 493

US Dollar 40 1 034 28 1 102 45 1 074 45 1 164

Other – 229 22 251 – 357 15 372

 117 1 276 294 1 687 118 1 643 268 2 029

The effective interest rates on the loans to joint ventures and associates as at 31 December 2009 were between 0% and 9.95% (2008 0% and 9.95%). Within 
floating rate financial assets, cash and cash equivalents earn interest at the relevant market rates or, where invested in money market liquidity funds, as 
determined by the investment returns of the relevant fund. Periodic interest rate determinations in respect of other floating rate financial assets generally 
comprise London Interbank Offered Rate (LIBOR) plus or minus an agreed margin. As at 31 December 2009, £62m (2008 £73m) of fixed rate loans to joint 
ventures and associates expire in 2016 (2008 expire in 2016) and have effective interest rates of between 7.25% and 9.95% (2008 between 7.25% and 9.95%). 
The maturity profile of the remaining loans to joint ventures and associates cannot be practicably estimated as repayments are based on the performance 
of the individual joint venture or associate. As at 31 December 2009, £40m (2008 £45m) of fixed rate receivables due after more than one year expire 
between 2011 and 2015 (2008 expire between 2011 and 2015) and have effective interest rates of 6% (2008 6%). 

FAIR VALUES OF OTHER FINANCIAL INSTRUMENTS 
The following financial instruments are measured at historic or amortised cost. 

THE GROUP     

2009 2008 

Book value 
£m 

Fair value 
£m 

Book value
£m

Fair value
£m

Financial instruments held or issued to finance the Group’s operations:   

Short-term borrowings (717) (717) (281) (281)

Long-term borrowings (3 111) (3 186) (1 897) (2 077)

Cash and cash equivalents 693 693 1 033 1 033

Short-term receivables 1 585 1 585 1 748 1 748

Short-term creditors (705) (705) (822) (822)

Other financial liabilities (32) (32) (29) (29)

Other financial assets 994 1 006 996 1 011

The fair value of cash and cash equivalents (current asset investments and cash at bank and in hand), short-term receivables and short-term creditors 
approximates book value due to the short maturity of these instruments. The fair values of the fixed rate borrowings and joint venture and associate loans 
have been estimated based on quoted market prices where available, or by discounting all future cash flows by the relevant market yield curve at the 
balance sheet date. The fair values of floating rate borrowings and joint venture and associate loans approximate book value as interest rates on these 
instruments reset on a frequent basis. Fair values have not been obtained for the non-interest bearing loans to joint ventures and associates as repayment 
of these loans is linked to the performance of the individual joint venture or associate and other considerations and it is therefore not practicable to assign 
fair values. 

THE COMPANY 
The Company’s financial instruments are all denominated in Pounds Sterling and consist of short-term receivables of £2 856m (2008 £1 204m), short-term 
creditors of £62m (2008 £68m) and cash and cash equivalents of £1m (2008 £1m). Short-term receivables comprise amounts owed by Group undertakings, 
of which £2 852m (2008 £1 196m) earns interest at LIBOR minus an agreed margin. The remaining short-term receivables of £4m (2008 £8m) are  
non-interest bearing. Short-term creditors are contractually payable within one year and are non-interest bearing. The fair value of the financial 
instruments approximates book value.  

continued
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18 FINANCIAL INSTRUMENTS continued 

FINANCIAL RISK FACTORS 
The principal financial risks arising from financial instruments are commodity price risk, exchange rate risk, interest rate risk and credit and liquidity risk.  
A description of these principal risks is outlined in the Principal risks and uncertainties section, pages 30 to 33. Additional quantitative information and 
market sensitivities in relation to certain principal market risks are included in the section below.  

Liquidity risk 
The Group limits the amount of borrowings maturing within any specific period and the Group’s financial assets are primarily held as short-term, highly 
liquid investments that are readily convertible into known amounts of cash. These measures keep liquidity risk low. The Group proposes to meet its 
financial commitments from both the operating cash flows of the business and from use of the money and capital markets, including existing committed 
lines of credit. 

The undiscounted contractual cash flows receivable/(payable) under financial instruments as at the balance sheet date are as follows: 

THE GROUP      

as at 31 December 2009 

 

Within 
one year 

£m

Between one 
and two years 

£m

Between two 
and five years 

£m 

After 
five years 

£m
Total 

£m

Non-derivative financial liabilities  

Borrowings (821) (263) (1 590) (2 529) (5 203)

Short-term creditors (705) – – – (705)

Other financial liabilities – – – (32) (32)

 (1 526) (263) (1 590) (2 561) (5 940)

Outflows from derivative financial instruments  

Currency exchange and cross-currency interest rate derivatives (3 829) (1 619) (1 536) (550) (7 534)

Gross settled commodity derivatives (1 264) (320) (88) – (1 672)

Net settled commodity derivatives (318) (123) (91) – (532)

 (5 411) (2 062) (1 715) (550) (9 738)

  

Non-derivative financial assets and inflows from derivative financial instruments 8 677 2 906 2 771 2 068 16 422

  

Total as at 31 December 2009 1 740 581 (534) (1 043) 744

 

as at 31 December 2008 

 

Within 
one year 

£m

Between one 
and two years 

£m

Between two 
and five years 

£m 

After 
five years 

£m
Total 

£m

Non-derivative financial liabilities  

Borrowings (433) (283) (780) (1 993) (3 489)

Short-term creditors (822) – – – (822)

Other financial liabilities – – – (29) (29)

 (1 255) (283) (780) (2 022) (4 340)

Outflows from derivative financial instruments  

Currency exchange and cross-currency interest rate derivatives (3 829) (1 918) (1 548) (817) (8 112)

Gross settled commodity derivatives (1 502) (741) (253) – (2 496)

Net settled commodity derivatives (167) (87) (25) – (279)

 (5 498) (2 746) (1 826) (817) (10 887)

  

Non-derivative financial assets and inflows from derivative financial instruments 9 586 4 039 2 802 1 772 18 199

  

Total as at 31 December 2008 2 833 1 010 196 (1 067) 2 972
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18 FINANCIAL INSTRUMENTS continued 

FINANCIAL RISK FACTORS CONTINUED 

Credit risk  
Credit risk is managed on a Group basis. Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits with banks and 
financial institutions, as well as credit exposures to wholesale customers including outstanding receivables and committed transactions. For banks and 
financial institutions, only independently rated parties with a minimum rating of ‘A’ are normally accepted. Limits are established for banks and financial 
institutions and Group management monitors exposures periodically. If wholesale customers are independently rated, these ratings are used. Otherwise,  
if there is no independent rating, business credit policies dictate the credit quality assessment which takes account of financial position and other factors. 
Limits are established for wholesale trading businesses and business and Group management monitors overall exposures periodically. 

As at 31 December 2009, the Group’s maximum credit risk exposure (after the impact of any netting arrangements) under interest rate related derivatives 
was £71m (2008 £19m), currency derivatives £160m (2008 £271m) and commodity related derivatives £396m (2008 £937m). The Group’s credit risk 
exposure under short-term receivables and other financial assets is represented by the book values. The Group has no significant concentration of credit 
risk, with exposures spread over a large number of counterparties and customers. 

Sensitivity analysis 
Financial instruments used by the Group that are affected by market risks primarily comprise cash and cash equivalents, borrowings and derivative 
contracts. The principal market variables that affect the value of these financial instruments are UK and US interest rates, US Dollars to Pounds Sterling 
exchange rates, UK and US gas prices, and Japan Crude Cocktail (JCC) and Brent oil prices. The table below illustrates the indicative post-tax effects on the 
income statement and equity of applying reasonably foreseeable market movements to the Group’s financial instruments at the balance sheet date. 

THE GROUP Market movement Business Performance 
Disposals, re-measurements  

and impairments Equity 

 
2009 

 
2008 2009

£m
2008

£m
2009 

£m 
2008 

£m 
2009

£m
2008

£m

UK interest rates + 150 basis points + 150 basis points (6) 2 11 (8) – 10

US interest rates + 100 basis points + 100 basis points (2) (3) (10) 4 33 (9)

US$/UK£ exchange rates + 20 cents + 20 cents (22) (25) (96) 6 15 (58)

UK gas prices + 15 pence/therm + 15 pence/therm (3) (3) (217) (37) – (133)

US gas prices + 1 US$/mmbtu + 1 US$/mmbtu (7) (11) 81 – 21 167

JCC/Brent prices + 10 US$/bbl + 10 US$/bbl – – – – (202) (98)

    

THE COMPANY    

UK interest rates + 150 basis points + 150 basis points 31 13 – – – –

The above sensitivity analysis is based on the Group’s financial assets, liabilities and hedge designations as at the balance sheet date and indicate the effect 
of a reasonable increase in each market variable. The effect of a corresponding decrease in these variables is approximately equal and opposite. The 
following assumptions have been made: 

(a) the sensitivity includes a full year’s change in interest payable and receivable from floating rate borrowings and investments based on the post-swap 
amounts and composition as at the balance sheet date;  

(b) fair value changes coming from derivative instruments designated as cash flow or net investment hedges are considered fully effective and are 
recorded in equity; 

(c) fair value changes coming from derivative instruments designated as fair value hedges are considered fully effective and entirely offset by adjustments 
to the underlying hedged item; 

(d) fair value changes coming from derivatives not in a hedge relationship are recorded in the income statement; and 
(e) fair value changes coming from certain long-term UK gas contracts arise entirely from sensitivity to the two-year forward price for UK gas; the  

long-term gas price assumptions used in the valuation of such contracts are unaffected by reasonably foreseeable movements in UK gas prices. 
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19 TRADE AND OTHER PAYABLES 
The Group The Company 

2009
£m

2008 
£m 

2009
£m

2008
£m

Amounts falling due within one year  

Trade payables 489 579 – –

Amounts owed to Group undertakings – – 48 55

Amounts owed to joint ventures and associates (see note 24, page 106) 13 38 – –

Other payables(a) 203 205 14 13

Accruals and deferred income 1 887 2 810 – –

 2 592 3 632 62 68

Amounts falling due after more than one year  

Other payables 32 29 – –

Accruals and deferred income 7 9 – –

 39 38 – –

  

Total payables 2 631 3 670 62 68

(a)  Includes £27m (2008 £25m) relating to cash-settled share-based payment transactions, of which £13m (2008 £13m) relates to awards that have already vested, and £77m (2008 £84m) for bonuses provided in 
2009 for payments to eligible employees under bonus schemes, including the BG Group Annual Incentive Scheme (AIS). 

20 PROVISIONS FOR OTHER LIABILITIES AND CHARGES 

THE GROUP       

 Decommissioning Other Total 

2009
£m

2008
£m

2009
£m

2008 
£m 

2009
£m

2008
£m

As at 1 January  682 429 245 233 927 662

Charge for the year – – 17 18 17 18

Unwinding of discount 26 22 7 7 33 29

Additions 66 103 – 3 66 106

Change in discount rate – 55 – – – 55

Business combinations – 5 – 9 – 14

Foreign exchange and other adjustments (52) 70 1 6 (51) 76

Amounts used (6) (2) (24) (28) (30) (30)

Unused provisions credited to the income statement (1) – (9) (3) (10) (3)

As at 31 December 715 682 237 245 952 927

Provisions falling due within one year amount to £53m (2008 £31m). 

A brief description of each provision together with estimates of the timing of expenditure is given below: 

DECOMMISSIONING COSTS 
The estimated cost of decommissioning at the end of the producing lives of fields is reviewed at least annually and engineering estimates and reports are 
updated periodically. Provision is made for the estimated cost of decommissioning at the balance sheet date, to the extent that current circumstances 
indicate BG Group will ultimately bear this cost. The payment dates of total expected future decommissioning costs are uncertain but are currently 
anticipated to be between 2010 and 2043. 

OTHER 
A provision for onerous contracts was recognised in 2007 in respect of capacity contracts in the Interconnector pipeline, retained following disposal of the 
Group’s 25% equity in Interconnector (UK) Limited. The obligation associated with these contracts extends to 2018. 

The balance as at 31 December 2009 includes restructuring costs arising from the renegotiation of power purchase agreements at Premier Power Limited 
of £13m (2008 £14m), field-related payments of £4m (2008 £7m), insurance costs of £22m (2008 £19m), provisions for onerous contracts of £135m  
(2008 £152m) and costs associated with acquisitions and disposals of £15m (2008 £15m). The payment dates are uncertain but are expected to be  
between 2010 and 2018. 
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21 DEFERRED TAX 

Deferred taxes are calculated in full on temporary differences under the liability method using currently enacted or substantively enacted tax rates. The net 
movement in deferred tax assets and liabilities is shown below: 

THE GROUP   

 
2009

£m
2008

£m

As at 1 January 1 979 1 172

Business combinations – (2)

Charge for the year 191 250

(Credit)/charge on fair value movements on hedges taken to equity (186) 202

(Credit)/charge to equity in respect of share-based payments (1) 24

Currency translation adjustments and other movements (119) 333

As at 31 December 1 864 1 979

An analysis of the movements in deferred tax assets and liabilities is shown below. Deferred tax assets and liabilities are only offset if they relate to income 
taxes levied by the same taxation authority and the entity has a legally enforceable right to set off current tax assets against current tax liabilities. 

 

Accelerated 
capital 

allowances
£m

Deferred 
petroleum 

revenue tax
£m

Provisions
£m

Retirement 
benefit 

obligations
£m

Unused tax 
losses  

£m 

Unremitted 
earnings 

£m 

Other 
temporary 

differences
£m

Total
£m

Deferred tax assets   

As at 1 January 2008 – – – (38) – – (48) (86)

Business combinations – – (4) – – – – (4)

Charge/(credit) for the year (17) – – (3) – – (2) (22)

Charge/(credit) to equity – – – – – – 24 24

Currency translation adjustments  
and other movements 9 – 1 1 – – – 11

As at 31 December 2008 (8) – (3) (40) – – (26) (77)

Charge/(credit) for the year (13) – 3 3 – – 2 (5)

Charge/(credit) to equity – – – – – – (1) (1)

Currency translation adjustments  
and other movements (1) – – – – – (1) (2)

As at 31 December 2009 (22) – – (37) – – (26) (85)

Deferred tax liabilities   

As at 1 January 2008 1 484 64 (152) – (31) 3 (110) 1 258

Business combinations – – 2 – – – – 2

Charge/(credit) for the year 321 18 (45) (1) (67) 4 42 272

Charge/(credit) to equity – – – – – – 202 202

Currency translation adjustments  
and other movements 317 – 13 (11) (2) – 5 322

As at 31 December 2008 2 122 82 (182) (12) (100) 7 139 2 056

Charge/(credit) for the year 980 2 (37) (1) (846) (7) 105 196

Charge/(credit) to equity – – – – – – (186) (186)

Currency translation adjustments  
and other movements (133) – (5) (2) 1 – 22 (117)

As at 31 December 2009 2 969 84 (224) (15) (945) – 80 1 949

Net deferred tax liability as at  
31 December 2009 2 947 84 (224) (52) (945) – 54 1 864

Net deferred tax liability as at  
31 December 2008  2 114 82 (185) (52) (100) 7 113 1 979

The amount of the deferred tax asset of £85m (2008 £77m) expected to be recovered after more than 12 months is £73m (2008 £62m). The deferred tax 
liability of £1 949m (2008 £2 056m) is shown after the offset of certain deferred tax assets relating to the same fiscal authority; the liability prior to such 
offset is £3 294m (2008 £2 613m). The net amount expected to be settled after more than 12 months is £1 979m (2008 £2 163m). 

The aggregate amount of temporary differences associated with undistributed earnings of subsidiaries, joint ventures and associates for which deferred 
tax liabilities have not been recognised is £2 877m (2008 £2 488m). No liability has been recognised in respect of these differences because the Group is in a 
position to control the timing of the reversal of the temporary differences and it is probable that such differences will not reverse in the foreseeable future.  

The Company had a deferred tax asset of £6m at 31 December 2009 (31 December 2008 £5m).  
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21 DEFERRED TAX continued 

Deferred tax assets are recognised for deductible temporary differences, unutilised tax losses and unused tax credits to the extent that realisation of the 
related tax benefit through future taxable income is probable. The Group has unrecognised deductible temporary differences of £700m (2008 £334m) and 
unrecognised tax losses of £1 021m (2008 £631m) to carry forward against future taxable income. To the extent unutilised, £150m of these losses will expire 
by 2014. In addition, the Group has unrecognised capital losses of £202m (2008 £249m); these tax losses can only be offset against specific types of future 
capital gains. The Group also has unrecognised overseas tax credits of £426m (2008 £383m). 

22 CALLED UP SHARE CAPITAL 
2009 

Number of 
shares 

m

2008  
Number of 

shares  
m 

2009 
£m

2008 
£m

Allotted and fully paid up  

Equity:  

Ordinary shares of 10p each 3 595 3 582 360 358

During the year, the Company allotted 13.7m ordinary shares of 10p each (2008 7.0m ordinary shares) with an aggregate nominal value of £1 372 522  
(2008 £695 417) in connection with exercises of share options issued under the Company’s Company Share Option Scheme (CSOS) and Sharesave Scheme. 
The consideration received on these allotments amounted to £63m (2008 £27m). 

At 31 December 2009, the Company held 222.5m (2008 225.4m) of its own shares. The market value of these shares as at 31 December 2009 was £2 496m 
(2008 £2 157m). The Company made the following transactions in respect of its own shares: 

(i) During 2009, the Company purchased 0.3m of its own ordinary shares for the Long Term Incentive Plan (LTIP). During 2008, the Company repurchased 
17.8m of its own ordinary shares under the Company’s share repurchase programme. The shares purchased, for aggregate consideration of £3m  
(2008 £189m) including transaction costs, had a nominal value of £27 969 (2008 £1 777 600) and represented less than 0.1% (2008 approximately 0.5%) 
of the called up share capital at 31 December 2009. 

(ii) During 2009, the Company transferred 3.2m (2008 6.3m) of its ordinary shares to eligible employees in accordance with the terms of the Share 
Incentive Plan (SIP), Long Term Incentive Scheme (LTIS) and the LTIP. The shares transferred had a nominal value of £318 332 (2008 £630 938) and 
represented approximately 0.1% (2008 0.2%) of the called up share capital at 31 December 2009. The cost of shares transferred was £24m (2008 £47m). 

(iii) The maximum number of shares held during the year was 225.7m ordinary shares (2008 231.7m), representing approximately 6.3% (2008 6.5%) of the 
called up share capital at 31 December 2009, and having a nominal value of £22 565 387 (2008 £23 165 730).  

23 COMMITMENTS AND CONTINGENCIES 

A) CAPITAL EXPENDITURE 
As at 31 December 2009, the Group had contractual commitments for future capital expenditure amounting to £3 690m (2008 £3 671m) of which £nil 
(2008 £nil) related to the Company. As at 31 December 2009, BG Group’s joint ventures and associates had placed contracts for capital expenditure,  
BG Group’s share of which amounted to £57m (2008 £148m), of which £3m (2008 £14m) is guaranteed by the Group.  

As at 31 December 2009, the Group had entered into commitments under finance leases commencing after that date of £617m (2008 £431m). 

B)  DECOMMISSIONING COSTS ON DISPOSED ASSETS 
BG Group has contingent liabilities in respect of the future decommissioning costs of gas and oil assets disposed of to third parties should they fail to  
meet their remediation obligations. The amounts of future costs associated with these contingent liabilities could be significant. The Group has obtained 
indemnities and/or letters of credit against the estimated amount of certain of these potential liabilities.  

C)  FUTURE EXPLORATION AND DEVELOPMENT COSTS 
As at 31 December 2009, certain petroleum licences and contractual agreements in which BG Group has an interest, contained outstanding obligations to 
incur exploration and development expenditure, some of which were firm commitments and others contingent. The uncontracted cost attributable to the 
Group in respect of these commitments is estimated to be £899m (2008 £457m). 
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23 COMMITMENTS AND CONTINGENCIES continued 

D)  LEASE COMMITMENTS 
Commitments under operating leases as at 31 December were as follows:  

THE GROUP Land and buildings Other Total 

2009
£m

2008
£m

2009 
£m 

2008 
£m 

2009
£m

2008
£m

Amounts due:   

Within one year 31 38 144 223 175 261

Between one and five years 88 92 171 307 259 399

After five years 128 172 5 12 133 184

Total commitments under operating leases  247 302 320 542 567 844

As at 31 December 2009, the Company had no commitments under operating leases (2008 £nil).  

Certain expenditure under operating leases is recovered from third parties under partnership agreements.  

Included within Land and buildings are two operating leases over BG Group’s headquarters, which are located at 100 Thames Valley Park Drive, Reading, 
Berkshire, RG6 1PT. The leases expire in 2026. 

Included within Other are operating leases over LNG ships. The last of these leases expires in 2014 (2008 2014). The Group sub-leases one of its LNG ships  
to third parties (2008 one ship). The ship is leased to the Group under a lease included in the table above. Total future minimum lease rentals receivable  
by the Group under this lease were £1m as at 31 December 2009 (2008 £9m). 

The Group has a long-term power sales arrangement where it receives payments in respect of the availability status of a power station. This arrangement 
is considered an operating lease with BG Group as the lessor. Total future minimum lease rentals receivable under this lease as at 31 December 2009 were 
£114m (2008 £172m) split between amounts due within one year £29m (2008 £34m), amounts due between one and five years £54m (2008 £94m), and 
amounts due after five years £31m (2008 £44m). 

E)  LEGAL PROCEEDINGS 
Criminal charges have been brought in Italy against certain former employees and consultants of BG Group in connection with allegations of improper 
conduct associated with the authorisation process for the planned Brindisi LNG S.p.A. (Brindisi LNG) regasification terminal. BG Italia S.p.A. (BG Italia), a 
wholly owned subsidiary of BG Group, has also been charged in relation to some of these allegations under Italian Legislative Decree No. 231/2001, an 
Italian anti-corruption statute which imposes liability on corporate entities under certain circumstances in the event certain criminal acts are committed  
by management or employees of the company. 

Charges have also been brought against certain former directors of Brindisi LNG, a wholly owned subsidiary of BG Italia, who are alleged to have unlawfully 
permitted the occupation and alteration of public land, namely the port area in Brindisi where the regasification terminal is due to be constructed, as a 
result of improperly authorised permits. The charges in relation to this offence against some of these former directors were extinguished via an ‘Oblazione’ 
granted by the court. The decision to grant the ‘Oblazione’ has been challenged by the Public Prosecutor. 

The trial in relation to the criminal charges commenced on 4 February 2009. In addition, the Italian authorities may still be carrying out further 
investigations, the scope of which is unknown. 

The Municipality of Brindisi, Province of Brindisi and Region of Puglia and three groups of environmentalists (Italia Nostra, Legambiente and ‘World Wildlife 
Fund’ WWF Italia) have separately commenced civil claims seeking damages against the accused individuals and against BG Italia. These claims have been 
brought within the framework of the criminal case. 

In October 2007, BG Group received formal notification from the Ministry of Economic Development that the original ‘Article 8’ authorisation for the 
construction and operation of Brindisi LNG had been suspended pending the submission by BG Group of a full Environmental Impact Assessment (EIA)  
and confirmation from the Italian authorities as to the validity of the ‘Article 8’ authorisation. On 15 January 2008, BG Group commenced the EIA approval 
process by submitting an EIA. The EIA was re-published on 7 August 2009 and BG Group expects to receive the EIA Decree in the first half of 2010. 

Notwithstanding the EIA approval process, BG Group challenged in the administrative courts the October 2007 suspension of the ‘Article 8’ authorisation. 
The Municipality of Brindisi also challenged the suspension, arguing that the authorisation should have been annulled rather than suspended. This action, 
if successful, could result in the authorisation being annulled, subject to any rights of appeal. 

There are various other ongoing legal proceedings relating to the Brindisi LNG regasification terminal, for example relating to consents necessary for the 
construction work and environmental procedures. The impact of these legal proceedings cannot yet be quantified but could delay or deny BG Group access 
to the Brindisi LNG terminal site. 

BG Karachaganak Ltd, as one of the Karachaganak Contracting Companies (KCC), has made claims against the Republic of Kazakhstan (ROK). An arbitration 
process has been commenced by the KCC and Karachaganak Petroleum Operating B.V. (“KPO”). The arbitration relates to certain taxes, fines and penalties 
paid by KPO and the KCC. There is also a dispute in relation to certain unresolved items of expenditure incurred by the KCC which has led to the ROK 
making certain claims against the KCC. The KCC and the ROK are seeking a negotiated solution. 

It is not practicable at this time to estimate the financial effects, indicate the uncertainties relating to the amounts or timing of any economic inflow or 
outflows nor the possibility of any reimbursements in relation to the legal proceedings detailed above. 

In addition, various Group undertakings are parties to legal actions and claims which arise in the ordinary course of business. While the outcome of some  
of these matters cannot readily be foreseen, it is considered that they will be resolved without material effect on the net asset position as shown in these 
Financial Statements. 
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23 COMMITMENTS AND CONTINGENCIES continued  

F) OTHER CONTINGENT LIABILITIES 
The amount of other contingent liabilities as at 31 December 2009 (mainly the provision of guarantees and indemnities to third parties in respect of the 
Company and its subsidiary undertakings, in the normal course of business) amounted to £1 037m (2008 £1 143m), of which £60m (2008 £60m) related  
to the Company. BG Group’s share of other contingencies in respect of its joint ventures and associates amounted to £9m (2008 £11m). 

24 RELATED PARTY TRANSACTIONS 

In the normal course of business BG Group provides goods and services to, and receives goods and services from, its joint ventures and associates.  
In the year ended 31 December 2009, the Group received and incurred the following income and charges from these joint ventures and associates: 

 2009 2008 

Income
£m

Charges 
£m 

Income
£m

Charges
£m

LNG  81 (521) 145 (733)

Other 45 (13) 75 (10)

 126 (534) 220 (743)

As at 31 December 2009, a debtor balance of £22m (2008 £50m) (see note 15, page 93) and a creditor balance of £13m (2008 £38m) (see note 19, page 102) 
were outstanding with these parties. 

In addition, BG Group provides financing to some of these parties by way of loans. As at 31 December 2009, loans of £930m (2008 £934m) were due from 
joint ventures and associates. These loans are accounted for as part of BG Group’s investment in joint ventures and associates and disclosed in note 13, 
page 92. Interest of £21m (2008 £32m) was charged on these loans during the year at interest rates of between 0% and 9.95% (2008 0% and 9.95%). The 
maximum debt outstanding during the year was £946m (2008 £934m).  

A joint venture company provided BG Group with a financing arrangement during the year. As at 31 December 2009, a loan of £62m was due to the joint 
venture (2008 £72m). The borrowing is disclosed in note 17, page 94. Interest on the loan of £4m (2008 £0.5m) was payable during the year at an interest 
rate of 5.8%.  

BG Group has a finance lease arrangement with a joint venture company. As at 31 December 2009, the obligation was £95m (2008 £110m) (see note 17, 
page 94). Interest of £6m (2008 £5m) was paid during the year in respect of this lease. The lease expires in 2027. 

Amounts outstanding between the parent company and subsidiary undertakings as at 31 December 2009 are given in note 15, page 93 and note 19,  
page 102. 

William Backhouse, the son of Peter Backhouse, a non-executive Director, is employed by BG International Limited, a wholly owned subsidiary of  
BG Group plc. Peter Backhouse is regarded as interested in the contract of employment by virtue of his relationship with William Backhouse. The terms  
and conditions of William Backhouse’s employment are consistent with others employed in a similar role. 
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25 PENSIONS AND POST-RETIREMENT BENEFITS 

The majority of the Group’s UK employees participate in the BG Pension Scheme (the “Scheme”). The Scheme is of the defined benefit type. It is a  
registered pension scheme established under trust. The Trustee is BG Group Pension Trustees Limited. The Scheme is funded to cover future pension 
liabilities in respect of service up to the balance sheet date. It is subject to an independent valuation at least every three years, on the basis of which  
the independent qualified actuary certifies the rate of employers’ contributions that, together with the specified contributions payable by the employees 
and proceeds from the Scheme’s assets, are expected to be sufficient to fund the benefits payable under the Scheme. 

Participating employers’ contributions are certified by the Scheme’s independent qualified actuary. For the year ended 31 December 2009, the employers’ 
contribution rate in respect of most Scheme members was effectively 26.9% of pensionable pay up to 31 July 2009 (including Scheme expenses) and 35.2% 
of pensionable pay thereafter (excluding Scheme expenses which are now met directly by the Company). In addition, 3% of pensionable pay was 
contributed by most members either directly or by their employer via a salary sacrifice arrangement. 

A full independent actuarial valuation of the Scheme for funding purposes was completed as at 31 March 2008. This showed that the aggregate market 
value of the Scheme’s assets at 31 March 2008 was £577m, representing some 83% of the accrued liabilities. The Group made one payment of £27m in  
2009 and intends to make five further payments of £27m in the years to 2014 in order to reduce the Scheme’s deficit. Aggregate Company contributions  
for the year ending 31 December 2010 are expected to be £71m. 

The BG Supplementary Benefits Scheme is available to provide benefits in excess of the ‘lifetime allowance’. This scheme is an unfunded, unregistered 
arrangement. 

With effect from 2 April 2007, new UK employees have been offered membership of a defined contribution stakeholder pension plan, the BG Group 
Retirement Benefits Plan (the “Plan”). Life assurance and income protection benefits are also provided under separate plans; these benefits are fully 
insured. Members may choose the rate at which they contribute to the Plan, either directly or via salary sacrifice, and the additional employer’s 
contribution is determined by the rate that the member selects. A wide range of funds is available from which members may choose how the 
contributions will be invested. The cost of the Plan has been included in the amounts recognised in the consolidated income statement in the table below. 

There is an unfunded post-retirement employee benefit plan for healthcare in respect of employees of Comgás. Provision has been made in respect  
of this plan. 

The Group also has a number of defined contribution schemes and smaller defined benefit schemes. These are not material in Group terms. 

The following information in respect of the Scheme, the BG Supplementary Benefits Scheme and the Comgás post-retirement healthcare plan  
(described hereafter as the “plans”) has been provided in accordance with IAS 19. 

Valuations of all of the plans’ assets and expected liabilities as at 31 December 2009 were carried out by independent actuaries in accordance with the 
requirements of IAS 19. In calculating the charge to the income statement including any recognised actuarial gains and losses, a 10% corridor was applied. 
This means that a portion of actuarial gains and losses is recognised as income or expense only if it exceeds the greater of: 

a) 10% of the present value of the defined benefit obligation at that date (before deducting plan assets); and 

b) 10% of the fair value of any plan assets at that date. 

These limits are calculated and applied separately for each defined benefit plan at each balance sheet date and the portion of actuarial gains and losses  
to be recognised in future years for each plan is the excess of actuarial gains and losses over and above the 10% limits divided by the expected average 
remaining working lives of the employees participating in that plan. 

The valuations as at 31 December were based on the following assumptions: 

2009 2008 

BG plans 
% 

Comgás 
healthcare 

plan 
% 

BG plans
%

Comgás 
healthcare 

plan
%

Rate of price inflation and benefit increases(a) 3.9 4.5 3.3 5.0

Future increases in earnings 5.9 n/a 5.3 n/a

Discount rate 5.7 11.2 6.3 13.1

Healthcare cost trend rate n/a 10.0 n/a 8.1

(a)  Rate of increase of deferred pensions and pensions in payment in excess of any Guaranteed Minimum Pension element.  

If the discount rate used for the valuation of the BG plans was reduced by 0.1% to 5.6%, the defined benefit obligation would increase by £21m and the 
service cost for 2010 would increase by £2m. 
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25 PENSIONS AND POST-RETIREMENT BENEFITS continued 

In determining the defined benefit obligation as at 31 December 2009 for the BG Group plans, mortality assumptions are based on the ‘00’ mortality series 
issued by the Institute and Faculty of Actuaries, appropriate to the member’s year of birth, with an allowance for projected longevity improvements in line 
with the CMI Bureau’s medium cohort tables, subject to a minimum rate of improvement on the projected mortality rates of 1% per annum. Based on 
these assumptions, the life expectancies of pensioners on the measurement date and also of pensioners in ten years time are as follows: 

 Life expectancy of pensioners (years) 

 31 Dec 2009 31 Dec 2019

Male age 60 27.5 28.6

Male age 65 22.6 23.6

Female age 60 30.1 31.0

Female age 65 25.0 26.0

If the life expectancy of a member currently age 60 was increased by one year, with consistent changes for members at other ages, the defined benefit 
obligation in respect of the BG Group plans would increase by £21m and the service cost for 2010 would increase by £1m. 

As at 31 December 2009, the value of the plans’ assets and expected rates of return, together with the liabilities in the plans, were as follows: 

2009 2008 

Expected     
rate of     
return (a)

%     

Percentage of 
plans’ assets 

%
Value

£m

Expected      
rate of      
return (a) 

%      

Percentage of 
plans’ assets 

%
Value

£m

Equities 8.1   74 493 8.2   58 295

Absolute return strategies 8.1   10 66 8.2   15 73

Index-linked gilts 4.6   5 33 4.3   5 24

Corporate bonds 5.7   10 69 6.3   9 48

Money market funds and cash 4.6   1 4 4.1   13 66

Total market value of assets  665  506

Present value of liabilities  (1 031)  (734)

Deficit in plans  (366)  (228)

Unrecognised net loss  194  50

Net benefit liability   (172)  (178)

(a)  Long-term expected rate of return. 
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25 PENSIONS AND POST-RETIREMENT BENEFITS continued 

The expected rate of return on assets has been determined following advice from the funded plans’ independent actuary and is based on the expected 
return on each asset class together with consideration of the long-term asset strategy. A real return (relative to price inflation) of 4.0% (a premium of 3.3% 
over the yield on index-linked gilts) is expected on equities and absolute return strategies. The overall expected rate of return as at 31 December 2009  
was 7.7%. 

The actual return on the plans’ assets was £104m (2008 £(122)m). 

The following amounts have been recognised in the consolidated income statement in the year to 31 December under the requirements of IAS 19: 

 
2009

£m
2008

£m

Amounts recognised in the consolidated income statement: 

Operating costs: 

Current service cost 41 51

Loss on curtailment 3 3

Recognised actuarial gain (1) –

Costs in respect of defined contribution scheme 7 3

Total charge to operating costs 50 57

Net finance costs: 

Expected return on the plans’ assets (37) (44)

Interest on the plans’ liabilities 49 46

Total charge to finance costs 12 2

Total included within employee costs 62 59

Movements in the present value of defined benefit obligations during the period were as follows: 

 
2009

£m
2008

£m

Reconciliation of the present value of the Defined Benefit Obligation (DBO)  

Present value of DBO as at 1 January 734 792

Movement in year: 

Current service cost 41 51

Interest cost 49 46

Employee contributions 2 4

Actuarial losses/(gains) 209 (152)

Benefit payments  (15) (12)

Curtailments 3 3

Foreign exchange movements 8 2

Present value of DBO as at 31 December 1 031 734

As at 31 December 2009, £939m of the DBO relates to funded defined benefit plans (2008 £670m) and £92m relates to wholly unfunded defined benefit 
plans (2008 £64m). 
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25 PENSIONS AND POST-RETIREMENT BENEFITS continued 

Movements in the fair value of plan assets during the period were as follows: 

 
2009

£m
2008

£m

Reconciliation of the fair value of the plans’ assets  

Fair value of the plans’ assets as at 1 January 506 591

Movement in year: 

Expected return on the plans’ assets(a) 37 44

Actuarial gains/(losses) 67 (166)

Company contributions (including curtailment costs) 68 45

Employee contributions 2 4

Benefit payments (15) (12)

Fair value of the plans’ assets as at 31 December 665 506

(a)  Expenses paid are included in expected return on the plans’ assets. 

The history of experience adjustments is as follows: 

for the year ended 31 December  
 

2009
£m

2008
£m

2007 
£m 

2006
£m

2005
£m

Details of experience gains/(losses) for all plans  

Present value of defined benefit obligations (1 031) (734) (792) (727) (647)

Fair value of the plans’ assets 665 506 591 482 400

Deficit in the plans (366) (228) (201) (245) (247)

Difference between the expected and actual return on the plans’ assets:  

Amount (£m) 67 (166) 18 19 51

Percentage of the plans’ assets (%) 10.1 32.8 3.0 3.9 12.8

Experience gains/(losses) on the plans’ liabilities:  

Amount (£m) 1 – (7) 10 (6)

Percentage of the present value of the plans’ liabilities (%) 0.1 – 0.9 1.4 0.9

Actuarial gains/(losses) on the plans’ liabilities:  

Amount (£m) (209) 152 24 (5) (105)

Percentage of the present value of the plans’ liabilities (%) 20.3 20.7 3.0 0.7 16.2

The projected benefit obligation for the Comgás post-retirement employee benefit plan for healthcare was £54m (2008 £37m). The effect of a one 
percentage point increase or decrease in the assumed healthcare cost trend rates (with all other assumptions remaining constant) on the aggregate 
service and interest costs for the Comgás plan would be an increase of £0.6m or a decrease of £0.5m (2008 £0.6m increase or £0.5m decrease) and on  
the accumulated post-retirement benefit obligation would be an increase of £6m or a decrease of £5m (2008 £4m increase or decrease). 
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26 NOTES TO THE CASH FLOW STATEMENTS 

CASH GENERATED BY OPERATIONS  
 The Group The Company 

2009 
£m 

2008 
£m 

2009
£m

2008
£m

Profit before taxation 3 862 5 468 1 998 888

Share of post-tax results of joint ventures and associates (204) (158) – –

Depreciation of property, plant and equipment 1 127 876 – –

Amortisation of other intangible assets 4 4 – –

Share-based payments 41 34 7 8

Dividends received – – (1 978) (873)

Fair value movements in commodity-based contracts (111) (185) – –

Profits and losses on disposal of non-current assets and impairments 213 24 – –

Unsuccessful exploration expenditure written off 349 240 – –

Decrease in provisions for liabilities and retirement benefit obligations (43) (3) – –

Finance income (67) (276) (32) (30)

Finance costs 182 205 – –

Movements in working capital:   

Decrease/(increase) in inventories 70 (36) – –

Decrease/(increase) in trade and other receivables 65 (571) – –

(Decrease)/increase in trade and other payables (593) 652 – –

Cash generated by operations 4 895 6 274 (5) (7)
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27 PRINCIPAL SUBSIDIARY UNDERTAKINGS, JOINT VENTURES AND ASSOCIATES 

The principal subsidiary undertakings, joint ventures and associates listed are those that in the opinion of the Directors principally affect the figures shown 
in the Financial Statements. A full list of subsidiary undertakings, joint ventures and associates is included in the Annual Return of BG Group plc filed with 
the Registrar of Companies during 2010. 

PRINCIPAL SUBSIDIARY UNDERTAKINGS 

as at 31 December 2009 Country of incorporation Activity 
Group holding      

% (a)

QGC Pty Limited (QGC) Australia Exploration and production 100.0   

BG E&P Brasil Ltda. Brazil Exploration and production 100.0   

Companhia de Gás de São Paulo (Comgás) Brazil Gas distribution 72.7   

BG Bolivia Corporation Cayman Islands Exploration and production 100.0   

BG Egypt S.A. Cayman Islands Exploration and production 100.0   

BG Exploration and Production India Limited Cayman Islands Exploration and production 100.0   

BG Delta Limited England Exploration and production 100.0   

BG Energy Holdings Limited* England Group holding company 100.0   

BG Gas Marketing Limited England LNG marketing 100.0   

BG International Limited England
Holding company  

Exploration and production 100.0   

BG International (CNS) Limited England Exploration and production 100.0   

BG International (NSW) Limited England Exploration and production 100.0   

BG Karachaganak Limited England
Holding company  

Exploration and production 100.0   

BG Norge Limited England Exploration and production 100.0   

BG North Sea Holdings Limited England
Holding company  

Exploration and production 100.0   

BG Rosetta Limited England Exploration and production 100.0   

BG Trinidad and Tobago Limited England Exploration and production 100.0   

BG Trinidad 5(a) Limited England Exploration and production 100.0   

BG Tunisia Limited England Exploration and production 100.0   

Methane Services Limited England LNG shipping 100.0   

Gujarat Gas Company Limited India Gas distribution 65.1   

BG Italia Power S.p.A. Italy Power generation 100.0   

BG Exploration and Production Nigeria Limited Nigeria Exploration and production 100.0   

Premier Power Limited Northern Ireland Power generation 100.0   

BG Asia Pacific Pte Limited Singapore Exploration and production 100.0   

BG Trinidad Central Block Limited Trinidad and Tobago Exploration and production 100.0   

BG Alaska E&P, Inc. USA Exploration and production 100.0   

BG Dighton Power, LLC USA Power generation 100.0   

BG Energy Merchants, LLC USA Gas trading 100.0   

BG LNG Services, LLC USA LNG regasification 100.0   

BG LNG Trading, LLC USA LNG trading 100.0   

BG North America, LLC USA Holding company 100.0   

BG US Production Company, LLC USA Exploration and production 100.0   

Lake Road Generating Company L.P. USA Power generation 100.0   

*  Shares are held by the Company; others are held by subsidiary undertakings. 
(a)  There is no difference between the Group holding of ordinary shares and the Group’s share of net assets attributable to equity shareholders, except for Comgás where the Group’s share of net assets is 60.1%. 
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27 PRINCIPAL SUBSIDIARY UNDERTAKINGS, JOINT VENTURES AND ASSOCIATES continued 

The distribution of the profits of Comgás is restricted by Corporation Law in Brazil and the company’s by-laws which require 5% of the profit for the year  
to be transferred to the Legal Reserve, until it reaches 20% of the subscribed capital. Distribution of the profits of BG Group’s other subsidiary undertakings 
is not materially restricted. 

All principal subsidiary undertakings operate in their country of incorporation with the exception of BG Asia Pacific Pte Limited, which operates across 
several countries; BG Bolivia Corporation, which operates in Bolivia; BG Norge Limited, which operates in the UK and Norway; BG North Sea Holdings 
Limited, which operates in the UK and Algeria; BG LNG Trading, LLC, which operates in the UK and several other countries worldwide; BG Tunisia Limited, 
which operates in Tunisia; BG Trinidad and Tobago Limited, which operates in Trinidad and Tobago; BG Trinidad 5(a) Limited, which operates in  
Trinidad and Tobago; BG Rosetta Limited, which operates in Egypt; BG Egypt S.A., which operates in Egypt; BG Delta Limited, which operates in Egypt;  
BG Karachaganak Limited, which operates in Kazakhstan; BG Exploration and Production India Limited, which operates in India; BG Gas Marketing Limited, 
which operates in the UK and several other countries worldwide; Methane Services Limited, which operates across several countries; and  
BG International Limited, which operates in the UK and several other countries worldwide. 

JOINT VENTURES AND ASSOCIATES 

as at 31 December 2009 

Country of 
incorporation 
and operation Activity Issued share capital 

Group holding 
%

Joint ventures(a)  

Dragon LNG Group Limited 
England 

and Wales LNG regasification 10 000 shares of £0.01 50.0

Seabank Power Limited England Power generation 5 280 shares of £1(b) 50.0

Mahanagar Gas Limited India Gas distribution 89 341 600 shares of Rupees 10 49.8

First Gas Holdings Corporation Philippines Power generation 126 084 100 shares of Peso 10 40.0

TGGT Holdings, LLC USA Gas distribution $40 000 000(c) 50.0

 
Associates 

BBPP Holdings Ltda. Brazil Gas distribution 129 000 000 shares of Real 1 33.3

GNL Quintero S.A. Chile LNG regasification 1 000 shares of $nil(d) 40.0

El Behera Natural Gas Liquefaction Company S.A.E. Egypt LNG manufacture 30 000 shares of $100 35.5

Idku Natural Gas Liquefaction Company S.A.E. Egypt LNG manufacture 30 000 shares of $100 38.0

Genting Sanyen Power Sdn Bhd Malaysia Power generation 20 000 000 shares of Ringgit 1 20.0

Atlantic LNG Company of Trinidad and Tobago  
Trinidad 

and Tobago LNG manufacture 243 851 shares of $1 000 26.0

Atlantic LNG 2/3 Company of Trinidad and  
Tobago Unlimited 

Trinidad 
and Tobago LNG manufacture 139 253 shares of $1 000 32.5

Atlantic LNG 4 Company of Trinidad and Tobago Unlimited
Trinidad 

and Tobago LNG manufacture 222 686 shares of $1 000 28.9

(a)  Joint ventures are jointly controlled entities where strategic and operating decisions require unanimous consent of the parties sharing control. 
(b)  Comprises 2 640 A ordinary and 2 640 B ordinary shares. The Group holding is 2 640 A ordinary shares. The rights attached to each class of share are the same. 
(c)  TGGT Holdings, LLC did not issue share capital, instead it granted membership interests and the amount above is based on the total amount equal to the contributions of EXCO Operating Company,  

LP and BG US Gathering Company, LLC.  
(d)  Total issued capital is $195 882 353. The shares have no nominal value. 
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INTRODUCTION 
Following a period of sustained international growth, the Group’s cash flows and economic returns are now principally denominated in US Dollars. 
Accordingly, on 28 October 2009, BG Group announced that from financial year 2010 it will be changing the currency in which it reports its financial results 
to US Dollars. To assist shareholders during this change, comparative financial information for the years ended 31 December 2006, 2007, 2008 and 2009 is 
re-presented in US Dollars below. 

BASIS OF PREPARATION 
Presentation of financial information 
BG Group will present its results in US Dollars with effect from 1 January 2010. For the years ended 31 December 2006, 2007, 2008 and 2009, the Company 
has presented a condensed consolidated income statement and a condensed consolidated cash flow statement, along with a condensed consolidated 
balance sheet as at 31 December 2006, 2007, 2008 and 2009 on pages 115 to 116. This financial information will form the basis of the comparative  
financial information expected to be included in the first complete set of financial statements of the Group presented in US Dollars for the year ended  
31 December 2010. 

In order to meet the IAS 21 requirements with respect to a change in presentational currency, the statutory financial information as initially reported in  
the Group’s Annual Reports for the years ended 31 December 2006, 2007, 2008 and 2009 on pages 125 to 126 has been restated from Pounds Sterling into 
US Dollars using the procedures as outlined below: 

• assets and liabilities denominated in non-US Dollar currencies were translated into US Dollars at closing rates of exchange. Non-US Dollar trading results 
were translated into US Dollars at average rates of exchange. Differences resulting from the retranslation of the opening net assets and the results for 
the year have been taken to reserves; 

• the cumulative translation reserve was set to nil at 1 January 2003 (i.e. the transition date to IFRS). All subsequent movements comprising differences on 
the retranslation of the opening net assets of non-US Dollar subsidiaries have been charged to the translation reserve. Share capital, share premium and 
other reserves were translated at the historic rates prevailing at the dates of transactions; and 

• all exchange rates used were extracted from the Group’s underlying financial records. 

 

The exchange rates used are as follows: 

US$/UK£ exchange rate 2009 2008 2007 2006

Closing rate 1.6149 1.4378 1.9906 1.9572

Average rate 1.5510 1.8934 2.0029 1.8282

 

PERFORMANCE HIGHLIGHTS 
for the year ended 31 December                    2009                    2008                     2007                    2006 

 Total Results 
Business      

Performance (a) Total Results
Business     

Performance (a) Total Results
Business      

Performance (a) Total Results
Business     

Performance (a)

Revenue and other operating income ($m) 16 170 16 009   24 151 23 885   16 339 16 694    14 046 13 280   

   

Total operating profit ($m) 6 296 6 490   10 448 10 227   6 193 6 511    6 121 5 651   

   

Basic earnings per share ($) 0.99 1.04   1.78 1.74   1.03 1.06    0.93 0.86   

(a)  Business Performance excludes disposals, certain re-measurements and impairments as exclusion of these items provides readers with a clear and consistent presentation of the underlying operating 
performance of the Group’s ongoing business. Total operating profit includes BG Group’s share of pre-tax results from joint ventures and associates. See presentation of non-GAAP measures, page 129.  
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CONDENSED CONSOLIDATED INCOME STATEMENT 
for the year ended 31 December 2009 

$m 
2008 

$m 
2007

$m
2006

$m

Group revenue and other operating income 16 170 24 151 16 339 14 046

Operating costs (10 027) (14 126) (10 678) (8 254)

Profits and losses on disposal of non-current assets and impairments (355) (45) 37 (96)

Operating profit 5 788 9 980 5 698 5 696

Finance income 102 501 305 234

Finance costs (281) (363) (248) (188)

Share of post-tax results from joint ventures and associates 314 299 327 254

Profit before tax 5 923 10 417 6 082 5 996

Taxation (2 453) (4 405) (2 480) (2 678)

Profit for the year 3 470 6 012 3 602 3 318

Profit attributable to:   

Shareholders (earnings) 3 319 5 964 3 494 3 236

Minority interests 151 48 108 82

 3 470 6 012 3 602 3 318

Earnings per ordinary share ($)   

Basic  0.99 1.78 1.03 0.93

Diluted 0.98 1.76 1.02 0.93

 

CONDENSED CONSOLIDATED BALANCE SHEET 
as at 31 December 2009 

$m 
2008 

$m 
2007

$m
2006

$m

Non-current assets 34 025 26 104 20 553 16 565

Current assets 8 417 9 834 10 082 8 101

Assets classified as held for sale – – – 166

Total assets 42 442 35 938 30 635 24 832

Current liabilities (8 313) (9 328) (7 731) (5 517)

Non-current liabilities (10 899) (8 086) (8 259) (6 596)

Liabilities associated with assets classified as held for sale – – – (66)

Total liabilities (19 212) (17 414) (15 990) (12 179)

Net assets 23 230 18 524 14 645 12 653

Equity   

Total shareholders’ equity 22 909 18 343 14 382 12 453

Minority interest in equity 321 181 263 200

Total equity 23 230 18 524 14 645 12 653
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT 
for the year ended 31 December 2009

$m
2008 

$m 
2007

$m
2006

$m

Cash generated by operations 7 597 11 858 7 402 6 112

Income taxes paid (2 065) (3 575) (1 900) (1 776)

Net cash inflow from operating activities 5 532 8 283 5 502 4 336

Cash flows from investing activities  

Dividends received 227 271 299 358

Proceeds from disposal of subsidiary undertakings and investments – 30 908 16

Proceeds from disposal of property, plant and equipment and intangible assets 5 4 6 93

Purchase of property, plant and equipment and intangible assets (6 767) (5 415) (3 450) (2 404)

Loans to joint ventures and associates (101) (230) (165) (121)

Business combinations and investments (1 094) (3 254) (977) (127)

Net cash outflow from investing activities (7 730) (8 594) (3 379) (2 185)

Cash flows from financing activities  

Net interest (paid)/received (166) (24) 6 25

Dividends paid (633) (667) (530) (447)

Dividends paid to minorities (57) (66) (75) (69)

Net proceeds from issue of new borrowings 2 904 542 888 401

Repayment of borrowings (332) (715) (581) (357)

Issue of shares 99 48 103 49

Purchase of own shares (4) (392) (1 117) (1 789)

Net cash inflow/(outflow) from financing activities 1 811 (1 274) (1 306) (2 187)

Net (decrease)/increase in cash and cash equivalents (387) (1 585) 817 (36)
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Special Purpose Auditors’ Report of PricewaterhouseCoopers LLP to BG Group plc (‘the Company’) on the change in presentational currency applied to  
the Company’s transition to reporting in US Dollars financial information 

We have audited the accompanying condensed consolidated balance sheets of the Company as at 31 December 2006, 2007, 2008 and 2009, the related 
condensed consolidated income statements and condensed consolidated cash flow statements for the years then ended presented in US Dollars  
(the ‘US Dollar financial information’). 

Financial information for the years ended 31 December 2006, 2007, 2008 and 2009 has been restated from Pounds Sterling into US Dollars, as described  
on page 114. For each of the aforementioned periods, the Company has presented a condensed consolidated balance sheet, condensed consolidated 
income statement and condensed consolidated cash flow statement. This information will form the basis of the comparative financial information 
expected to be included in the first complete set of financial statements and accompanying information of the Company presented in US Dollars for  
the year ended 31 December 2010. 

Respective responsibilities of Directors and PricewaterhouseCoopers LLP 
The Directors of the Company are responsible for the preparation of the US Dollar financial information which has been prepared as part of the Company’s 
transition to US Dollar presentational currency. 

Our responsibility is to audit the US Dollar financial information in accordance with the terms of our engagement and International Standards on Auditing 
(UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors. 

Under the terms of our engagement, we are required to report to you our opinion as to whether the US Dollar financial information has been properly 
prepared, in all material respects, in accordance with the basis of preparation set out on page 114. This report, including the opinion, has been prepared  
for, and only for, the Company for the purposes of assisting with the Company’s change in presentational currency and for no other purpose. We do not,  
in giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it 
may come save where expressly agreed by our prior consent in writing. 

Scope of the audit of the prior periods’ financial information 
This audit involves obtaining evidence about the amounts and disclosures on pages 115 to 116 sufficient to give reasonable assurance that the US Dollar 
financial information is free from material misstatement, whether caused by fraud or error. This includes an assessment of: whether the basis of 
preparation is appropriate to the Company’s circumstances and has been consistently applied and adequately disclosed; the reasonableness of significant 
accounting estimates made by the Directors; and the overall presentation of the US Dollar financial information. 

Opinion 
In our opinion the US Dollar financial information has been properly prepared, in all material respects, in accordance with the basis of preparation set out 
on page 114. 

 

 

 

PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors 
London 

10 March 2010 
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On 20 December 2007, BG Group ceased to be a United States Securities and Exchange Commission (SEC) registered company and the Group’s SEC 
reporting obligations also ceased with effect from that date. BG Group continues voluntarily to use the SEC definition of proved reserves to report proved 
gas and oil reserves and disclose certain unaudited supplementary information detailed on pages 119 to 125. BG Group also now uses SEC definitions 
(introduced by the SEC in 2009) for probable reserves. 

BG Group’s strategy aims to connect competitively priced gas to high-value markets. Hydrocarbon reserves, and gas in particular, are developed in relation 
to the markets that they are intended to supply. Information in this section is therefore grouped as shown below to reflect the nature of the markets 
supplied by BG Group. 

• UK 

• Atlantic Basin – Canada, Egypt, Nigeria, Trinidad and Tobago and the USA 

• Asia and the Middle East – Areas of Palestinian Authority, Australia, China, India, Kazakhstan, Oman and Thailand  

• Rest of the World – Algeria, Bolivia, Brazil, Italy, Libya, Madagascar, Norway and Tunisia  

Dr Richard Wheaton, as BG Group’s Head of Corporate Reserves Group, has primary responsibility for overseeing the preparation and review of all reserves 
and resources disclosures. He has a degree in Chemistry, a PhD in Chemical Physics and has been a petroleum engineer for 30 years. He has been involved 
in reserves estimation for 15 years and Head of Corporate Reserves Group for the last five years. 

Total additions and revisions to proved reserves during the year were 376 mmboe. This includes revisions due to new data and improved reservoir 
performance (342 mmboe increase), developments and sales (140 mmboe increase), acquisitions and disposals (97 mmboe increase) and the net effect  
of price movements (203 mmboe decrease). Production in the period was 234.9 mmboe. 

Gas and oil reserves cannot be measured exactly since estimation of reserves involves subjective judgement. Therefore, all estimates are subject to revision. 
Changes in gas and oil prices in fields subject to Production Sharing Contracts (PSCs) may result in changes to entitlements and therefore proved reserves. 

Proved reserves 
BG Group utilises the SEC definition of proved reserves.  

Proved reserves are those quantities of oil and gas, that, by analysis of geoscience and engineering data, can be estimated with reasonable certainty  
to be economically producible from a given date forward, from known reservoirs and under existing economic conditions, operating methods and 
government regulations. 

Proved developed reserves are those reserves that can be expected to be recovered through existing wells and with existing equipment and operating 
methods. Proved undeveloped reserves comprise total proved reserves less total proved developed reserves. 

Probable reserves 
BG Group adopted the SEC definition of probable reserves in 2009. 

Probable reserves are those additional reserves that are less certain to be recovered than proved reserves but which, together with proved reserves,  
are as likely as not to be recovered.  

Probable developed reserves are those reserves that can be expected to be recovered through existing wells and with existing equipment and operating 
methods. Probable undeveloped reserves comprise total probable reserves less total probable developed reserves. 

Discovered resources 
Discovered resources are defined by BG Group as the best estimate of recoverable hydrocarbons where commercial and/or technical maturity is such  
that project sanction is not expected within the next three years. 

Risked exploration 
Risked exploration resources are defined by BG Group as the best estimate (mean value) of recoverable hydrocarbons in a prospect multiplied by the 
‘chance of success’. 
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A) RESERVES  

ESTIMATED NET PROVED RESERVES OF NATURAL GAS 

UK
 bcf

Atlantic  
Basin  

bcf 

Asia and 
Middle East 

bcf 

Rest of 
World 

bcf
Total  

bcf 

As at 31 December 2006 1 068 4 615 2 605 1 294 9 582(a)

Movement during the year:   

Revisions of previous estimates(b) 122 469 (192) 25 424 

Extensions, discoveries and reclassifications 5 – 159 – 164 

Production (192) (465) (191) (90) (938) 

Purchase of reserves-in-place 21 – – – 21 

Sale of reserves-in-place – (57) – – (57) 

 (44) (53) (224) (65) (386) 

As at 31 December 2007 1 024 4 562 2 381 1 229 9 196(a)

Movement during the year:   

Revisions of previous estimates(b) 174 59 947 57 1 237 

Extensions, discoveries and reclassifications 4 – 183 102 289 

Production (182) (486) (210) (87) (965) 

Purchase of reserves-in-place – – 866 – 866 

Sale of reserves-in-place – – – – – 

 (4) (427) 1 786 72 1 427 

As at 31 December 2008 1 020 4 135 4 167 1 301 10 623(a)

Movement during the year:   

Revisions of previous estimates(b) 31 163 129 168 491 

Extensions, discoveries and reclassifications 65 – – 474 539 

Production (157) (535) (227) (91) (1 010) 

Purchase of reserves-in-place – 567 – – 567 

Sale of reserves-in-place (29) – – – (29) 

 (90) 195 (98) 551 558 

As at 31 December 2009 930 4 330 4 069 1 852 11 181(a)

Note: Conversion factor of 6 bcf of gas to 1 mmboe. 

(a)  Estimates of proved natural gas reserves at 31 December 2009 include fuel gas of 655 bcf (31 December 2008 668 bcf; 31 December 2007 632 bcf; 31 December 2006 640 bcf). 
(b)  Includes effect of oil and gas price changes on PSCs. 

 
ESTIMATED NET PROVED DEVELOPED RESERVES OF NATURAL GAS 

 
UK

 bcf

Atlantic  
Basin  

bcf 

Asia and 
Middle East 

bcf 

Rest of 
World 

bcf
Total  

bcf 

As at 31 December 2006 846 2 232 2 006 844 5 928 

As at 31 December 2007 807 1 897 2 046 822 5 572 

As at 31 December 2008 813 1 915 3 040 1 001 6 769 

As at 31 December 2009 685 2 394 2 820 812 6 711 

ESTIMATED NET PROBABLE RESERVES OF NATURAL GAS 

 
UK

 bcf

Atlantic  
Basin  

bcf 

Asia and 
Middle East 

bcf 

Rest of 
World 

bcf
Total  

bcf 

Probable developed reserves of natural gas 338 1 189 126 441 2 094 

Probable undeveloped reserves of natural gas – 386 6 018 2 165 8 569 

As at 31 December 2009 338 1 575 6 144 2 606 10 663(a)

(a)  Estimates of probable natural gas reserves at 31 December 2009 include fuel gas of 595 bcf. 



Financial Statements 

Supplementary information – gas and oil (unaudited) continued 
 

www.bg-group.com 

120 

A) RESERVES continued 

ESTIMATED NET PROVED RESERVES OF OIL 
‘Oil’ includes crude oil, condensate and natural gas liquids. 

UK 
mmbbl

Atlantic 
Basin 

mmbbl

Asia and 
Middle East 

mmbbl 

Rest of 
World 

mmbbl
Total 

mmbbl

As at 31 December 2006 161.8 14.8 330.2 45.5 552.3

Movement during the year:  

Revisions of previous estimates(a) 31.3 1.9 (47.1) (1.7) (15.6)

Extensions, discoveries and reclassifications 0.3 – 35.7 – 36.0

Production (27.2) (2.8) (31.4) (2.4) (63.8)

Purchase of reserves-in-place 1.0 – – – 1.0

Sale of reserves-in-place – – – (3.5) (3.5)

 5.4 (0.9) (42.8) (7.6) (45.9)

As at 31 December 2007 167.2 13.9 287.4 37.9 506.4

Movement during the year:  

Revisions of previous estimates(a) 22.0 1.2 189.9 3.2 216.3

Extensions, discoveries and reclassifications 0.4 – 6.0 24.9 31.3

Production (30.5) (2.3) (30.9) (2.2) (65.9)

Purchase of reserves-in-place – – – – –

Sale of reserves-in-place – – – – –

 (8.1) (1.1) 165.0 25.9 181.7

As at 31 December 2008 159.1 12.8 452.4 63.8 688.1

Movement during the year:  

Revisions of previous estimates(a) 31.9 (0.1) (76.6) 102.0 57.2

Extensions, discoveries and reclassifications 3.1 – – 47.5 50.6

Production (29.4) (2.5) (31.8) (2.8) (66.5)

Purchase of reserves-in-place 7.0 – – – 7.0

Sale of reserves-in-place – – – – –

 12.6 (2.6) (108.4) 146.7 48.3

As at 31 December 2009 171.7 10.2 344.0 210.5 736.4

(a)  Includes effect of oil and gas price changes on PSCs. 

ESTIMATED NET PROVED DEVELOPED RESERVES OF OIL 

 
UK 

mmbbl

Atlantic 
Basin 

mmbbl

Asia and 
Middle East 

mmbbl 

Rest of 
World 

mmbbl
Total 

mmbbl

As at 31 December 2006 116.2 7.6 282.2 26.1 432.1

As at 31 December 2007 138.9 9.0 223.5 21.5 392.9

As at 31 December 2008 125.7 7.7 373.8 25.5 532.7

As at 31 December 2009 135.5 5.8 285.3 20.5 447.1

ESTIMATED NET PROBABLE RESERVES OF OIL 

 
UK 

mmbbl

Atlantic 
Basin 

mmbbl

Asia and 
Middle East 

mmbbl 

Rest of 
World 

mmbbl
Total 

mmbbl

Probable developed reserves of oil 66.8 4.0 3.4 20.1 94.3

Probable undeveloped reserves of oil – 0.2 153.0 1 505.8 1 659.0

As at 31 December 2009 66.8 4.2 156.4 1 525.9 1 753.3
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B) STANDARDISED MEASURE OF DISCOUNTED FUTURE NET CASH FLOWS 

The following tables set out the standardised measure of discounted future net cash flows relating to proved gas and oil reserves and report the causes  
of changes in the standardised measure of the cash flows relating to reserves. Future cash inflows have been computed by reference to the Group’s 
estimate of future production of net proved gas and oil reserves at the end of each year and estimates of third-party prices. 2009 prices are calculated using 
a 12-month average price in line with the revised SEC methodology effective for the year ended 31 December 2009. Prior year prices include calculations 
based on year end prices for 2008 and 2007. The standardised measure of discounted future net cash flow information presented below is not intended to 
represent the replacement cost or fair market value of the Group’s gas and oil properties. The disclosures shown are based on estimates of proved reserves, 
future production schedules and costs, which are inherently imprecise and subject to revision. The standardised measure is as follows: 

UK 
£bn

Atlantic  
Basin  

£bn 

Asia and 
Middle East 

£bn 

Rest of 
World 

£bn
Total 

£bn

As at 31 December 2007:   

Future cash inflows 13.05 8.56 13.66 7.32 42.59

Future production and development costs (3.87) (1.90) (5.04) (2.16) (12.97)

Future income tax expenses (4.83) (2.85) (3.10) (2.08) (12.86)

Future net cash flows 4.35 3.81 5.52 3.08 16.76

10% annual discount for estimated timing of cash flows (1.27) (1.59) (2.80) (1.12) (6.78)

 3.08 2.22 2.72 1.96 9.98

As at 31 December 2008:   

Future cash inflows 10.17 8.44 13.86 5.53 38.00

Future production and development costs (4.13) (2.29) (7.72) (3.81) (17.95)

Future income tax expenses (3.52) (2.36) (1.93) (0.58) (8.39)

Future net cash flows 2.52 3.79 4.21 1.14 11.66

10% annual discount for estimated timing of cash flows (0.75) (1.44) (2.11) (0.38) (4.68)

 1.77 2.35 2.10 0.76 6.98

As at 31 December 2009:   

Future cash inflows 10.24 8.14 16.65 13.29 48.32

Future production and development costs (4.65) (3.00) (8.02) (7.23) (22.90)

Future income tax expenses (3.02) (1.60) (3.04) (1.89) (9.55)

Future net cash flows 2.57 3.54 5.59 4.17 15.87

10% annual discount for estimated timing of cash flows (0.65) (1.30) (2.82) (2.05) (6.82)

 1.92 2.24 2.77 2.12 9.05
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B) STANDARDISED MEASURE OF DISCOUNTED FUTURE NET CASH FLOWS continued 

The following were the main sources of change in the standardised measure of discounted cash flows in the three accounting years ending  
31 December 2009: 

2009 
£bn 

2008
£bn

2007
£bn

Standardised measure at the beginning of the year 6.98 9.98 6.92

Sale of gas and oil produced net of production costs and other operating costs(a) (3.88) (4.93) (3.49)

Net changes in prices and production costs(b) 1.28 (5.95) 6.55

Extensions, discoveries, reclassifications and revisions to previous estimates 3.66 4.95 1.42

Changes in estimated future development costs (1.59) (2.84) (1.14)

Development costs incurred in the period 1.76 1.70 1.18

Purchase of reserves-in-place 0.34 0.14 0.04

Sale of reserves-in-place (0.08) – (0.10)

Accretion of discount 1.09 1.61 1.11

Net change in income taxes (0.51) 2.32 (2.53)

Other – – 0.02

Standardised measure at the end of the year(c) 9.05 6.98 9.98

(a)  Production costs and other operating costs include lifting, tariff, insurance and royalty costs but not depreciation costs. 
(b)  Includes the effect of foreign exchange movements. 

(c) Based on the following: 2009 2008 2007

 Brent oil price ($/bbl) 60 37 96

 Henry Hub ($/mmbtu) 4.24 5.67 7.48

 UK spot gas (p/therm) 31.78 60.25 47.90

 US$/UK£ exchange rate 1.56 1.44 1.99

 Standardised measure at the end of the year ($bn) 14.10 10.04 19.87
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C) CAPITALISED COSTS 

Capitalised costs incurred using the successful efforts method and net of depreciation were as follows: 

 
UK 
£m

Atlantic  
Basin  

£m 

Asia and 
Middle East 

£m 

Rest of 
World 

£m
Total 

£m

As at 31 December 2007:   

Proved gas and oil properties 3 955 1 755 1 885 1 185 8 780

Unproved gas and oil properties 102 318 51 298 769

 4 057 2 073 1 936 1 483 9 549

Accumulated depreciation (2 654) (442) (498) (342) (3 936)

Net capitalised costs 1 403 1 631 1 438 1 141 5 613

As at 31 December 2008:   

Proved gas and oil properties 4 247 3 160 3 437 2 281 13 125

Unproved gas and oil properties 124 585 2 490 457 3 656

 4 371 3 745 5 927 2 738 16 781

Accumulated depreciation (2 927) (867) (874) (524) (5 192)

Net capitalised costs 1 444 2 878 5 053 2 214 11 589

As at 31 December 2009:   

Proved gas and oil properties 4 179 4 114 4 155 2 506 14 954

Unproved gas and oil properties 108 701 3 136 816 4 761

 4 287 4 815 7 291 3 322 19 715

Accumulated depreciation and amortisation (2 785) (1 301) (940) (544) (5 570)

Net capitalised costs 1 502 3 514 6 351 2 778 14 145

The above table does not include investments in joint ventures of £193m in 2009 relating to TGGT Holdings LLC. This company holds gas-gathering and 
transportation assets associated with the alliance with EXCO Resources, Inc. 



Financial Statements 

Supplementary information – gas and oil (unaudited) continued 
 

www.bg-group.com 

124 

D) COSTS INCURRED IN GAS AND OIL ACTIVITIES 

Aggregate costs incurred under the historical cost convention, comprising amounts capitalised to exploration and development and amounts charged to 
the income statement in respect of exploration and appraisal, were as follows: 

 
UK 
£m

Atlantic 
Basin 

£m

Asia and 
Middle East 

£m 

Rest of 
World 

£m
Total 

£m

Year ended 31 December 2007:  

Acquisition of properties:  

Proved 67 – – – 67

Unproved 5 43 – – 48

Exploration 81 126 50 231 488

Development 233 343 238 361 1 175

Year ended 31 December 2008:  

Acquisition of properties:  

Proved – – 256 – 256

Unproved 5 77 1 996 – 2 078

Exploration 106 262 136 324 828

Development 208 548 458 487 1 701

Year ended 31 December 2009:  

Acquisition of properties:  

Proved  – 590 – – 590

Unproved – 351 508 – 859

Exploration 33 312 159 539 1 043

Development 327 535 458 441 1 761

The proportion of exploration costs capitalised in the period was 75.9% (2008 75.1%; 2007 56.8%). 

The above table does not include additions to decommissioning provisions which amounted to £66m in 2009 (2008 £158m; 2007 £94m).

The above table does not include additions to investments in joint ventures of £193m in 2009 relating to the purchase of TGGT Holdings LLC (see section (C) 
on page 123). 
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E) RESULTS OF OPERATIONS 

The results of operations under the historical cost convention and in accordance with IFRS for the gas and oil producing activities (excluding general office 
overheads and interest costs) were as follows: 

 
UK 
£m

Atlantic  
Basin  

£m 

Asia and 
Middle East 

£m 

Rest of 
World 

£m
Total 

£m

Year ended 31 December 2007:   

Revenues 1 745 823 1 206 289 4 063

Production costs (266) (54) (115) (33) (468)

Other operating costs – (5) (66) (35) (106)

Exploration expenses (29) (80) (29) (198) (336)

Depreciation and amortisation (256) (136) (105) (26) (523)

Other costs (48) (24) (48) (25) (145)

 1 146 524 843 (28) 2 485

Taxation (600) (255) (313) 12 (1 156)

Results of operations 546 269 530 (16) 1 329

Year ended 31 December 2008:   

Revenues 2 374 1 134 1 623 560 5 691

Production costs (266) (65) (200) (58) (589)

Other operating costs – (4) (113) (60) (177)

Exploration expenses (53) (170) (51) (177) (451)

Depreciation and amortisation (279) (201) (150) (44) (674)

Other costs (8) (4) (69) (101) (182)

 1 768 690 1 040 120 3 618

Taxation (912) (358) (433) (58) (1 761)

Results of operations 856 332 607 62 1 857

Year ended 31 December 2009:   

Revenues 1 921 877 1 470 521 4 789

Production costs (289) (99) (256) (88) (732)

Other operating costs – (3) (100) (69) (172)

Exploration expenses (74) (285) (51) (190) (600)

Depreciation and amortisation (234) (408) (159) (85) (886)

Other costs (62) (15) (86) (104) (267)

 1 262 67 818 (15) 2 132

Taxation (633) (85) (308) (14) (1 040)

Results of operations 629 (18) 510 (29) 1 092

Net royalty payments are classified as Other operating costs in the table above. 

Revenues, representing gas and oil sold, include intra-Group sales at contract prices of £265m for the year ended 31 December 2009 (2008 £394m;  
2007 £237m). 

The accretion interest expense resulting from changes in the liability for decommissioning due to the passage of time, which is not included in the  
table above, was £26m (2008 £22m; 2007 £16m). 
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Gas production  

(net) bcf 
Oil & liquids production  

(net) ’000 barrels 

2009 2008 2007 2009 2008 2007

Australia 34.2 5.2 – 60 10 –

Bolivia 23.4 28.4 27.1 800 930 994

Brazil – – – 710 – –

Canada 10.0 0.5 4.8 – – 56

Egypt 338.7 332.0 324.4 1 640 1 870 2 503

India 54.9 66.0 53.1 4 530 4 460 4 825

Kazakhstan 94.4 89.6 86.8 25 720 24 840 25 138

Mauritania – – – – – 28

Thailand 43.2 49.3 50.7 1 480 1 560 1 448

Trinidad and Tobago 174.9 153.7 136.5 770 450 298

Tunisia 67.9 58.1 62.8 1 330 1 310 1 405

UK  157.3 181.9 192.2 29 390 30 470 27 200

USA 11.6 – – 40 – –

Total(a) 1 010.5 964.7 938.4 66 470 65 900 63 895

  

2009 2008 2007

Total mmboe gas, oil & liquids(b) 234.9 226.7 220.3

(a)  Production volumes include fuel gas. 
(b)  Conversion factor of 6 bcf of gas to 1 mmboe. 
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CONSOLIDATED INCOME STATEMENT 

for the year ended 31 December 

 
2009

£m
2008 

£m 
2007 

£m 
2006

£m
2005

£m

Group revenue and other operating income 10 468 12 759 8 158 7 674 5 424

Operating costs (6 482) (7 496) (5 329) (4 504) (3 517)

Profit and losses on disposal of non-current assets and impairments (213) (24) 19 (49) 446

Operating profit 3 773 5 239 2 848 3 121 2 353

Finance income 67 276 152 127 105

Finance costs (182) (205) (124) (102) (112)

Share of post-tax results from joint ventures and associates 204 158 163 139 158

Profit before tax 3 862 5 468 3 039 3 285 2 504

Taxation (1 598) (2 318) (1 239) (1 461) (939)

Profit for the year 2 264 3 150 1 800 1 824 1 565

Profit attributable to:   

Shareholders (earnings) 2 168 3 127 1 746 1 779 1 525

Minority interests 96 23 54 45 40

 2 264 3 150 1 800 1 824 1 565

Earnings per ordinary share (pence)   

Basic  64.5 93.4 51.6 51.4 43.1

Diluted 64.0 92.5 51.1 51.0 42.9

CONSOLIDATED BALANCE SHEET 

as at 31 December 

 
2009

£m
2008 

£m 
2007 

£m 
2006

£m
2005

£m

Non-current assets 21 070 18 156 10 325 8 464 8 210

Current assets 5 212 6 840 5 065 4 139 3 385

Assets classified as held for sale – – – 85 10

Total assets 26 282 24 996 15 390 12 688 11 605

Current liabilities (5 148) (6 488) (3 884) (2 819) (2 509)

Non-current liabilities (6 749) (5 624) (4 149) (3 370) (2 826)

Liabilities associated with assets classified as held for sale – – – (34) (3)

Total liabilities (11 897) (12 112) (8 033) (6 223) (5 338)

Net assets 14 385 12 884 7 357 6 465 6 267

Equity   

Total shareholders’ equity 14 186 12 758 7 225 6 363 6 169

Minority interest in equity 199 126 132 102 98

Total equity 14 385 12 884 7 357 6 465 6 267

OTHER INFORMATION 

as at 31 December 2009 2008 2007 2006 2005

Net (borrowings)/funds(a) £m (2 956) (972) 25 (103) (30)

Gearing ratio(b) % 16.9 7.1 (0.3) 1.6 0.4

Debt/equity ratio(c) % 20.4 7.7 (0.3) 1.6 0.5

Employee numbers (headcount) thousands 6.2 5.9 5.1 4.8 5.4

(a)  Net borrowings/funds comprise cash and cash equivalents, finance leases, currency and interest rate derivative financial instruments and short and long-term borrowings. 
(b)  Gearing ratio represents net borrowings/funds as a percentage of total shareholders’ funds (excluding balances associated with commodity financial instruments and related deferred tax) plus  

net borrowings/funds. 
(c)  Debt/equity ratio represents net borrowings/funds as a percentage of total shareholders’ funds (excluding balances associated with commodity financial instruments and related deferred tax). 
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CONSOLIDATED CASH FLOW STATEMENT 

for the year ended 31 December 

 
2009

£m
2008

£m
2007 

£m 
2006

£m
2005

£m

Cash generated by operations 4 895 6 274 3 691 3 360 2 509

Income taxes paid (1 351) (1 883) (950) (979) (883)

Net cash inflow from operating activities 3 544 4 391 2 741 2 381 1 626

Cash flows from investing activities  

Dividends received 145 151 148 193 93

Proceeds from disposal of subsidiary undertakings and investments – 15 461 9 (67)

Proceeds from disposal of property, plant and equipment and intangible assets 3 2 3 49 950

Purchase of property, plant and equipment and intangible assets (4 328) (2 796) (1 718) (1 313) (1 064)

Loans (to)/from joint ventures and associates (65) (125) (82) (66) 65

Business combinations and investments (736) (2 061) (497) (67) (39)

Net cash (outflow) from investing activities (4 981) (4 814) (1 685) (1 195) (62)

Cash flows from financing activities  

Net interest (paid)/received (106) (19) 3 14 (25)

Dividends paid (407) (348) (264) (246) (142)

Dividends paid to minorities (36) (35) (37) (36) (29)

Net proceeds from issue of new borrowings 1 842 300 444 214 334

Repayment of borrowings (222) (371) (290) (192) (555)

Issue of shares 63 27 51 26 34

Purchase of own shares (3) (197) (555) (972) (37)

Net cash inflow/(outflow) from financing activities 1 131 (643) (648) (1 192) (420)

Net (decrease)/increase in cash and cash equivalents (306) (1 066) 408 (6) 1 144

OTHER INFORMATION 

for the year ended 31 December 

  
2009

£m
2008

£m
2007 

£m 
2006

£m
2005

£m

Closing shareholder equity 14 385 12 884 7 357 6 465 6 267

Less:  

 Closing commodity financial instruments net of associated deferred tax (102) 183 (223) (44) (392)

 Closing net (borrowings)/funds (2 956) (972) 25 (103) (30)

Closing capital employed 17 443 13 673 7 555 6 612 6 689

Average capital employed(a) 15 558 10 614 7 084 6 651 6 227

  

Profit before tax (excluding disposals, re-measurements and impairments) 4 067 5 380 3 221 3 060 2 324

Less: Finance (costs)/ income on net (borrowings)/funds (76) 76 17 (30) (37)

 4 143 5 304 3 204 3 090 2 361

Taxation applied at the Group’s effective rate (1 740) (2 254) (1 378) (1 350) (954)

Post-tax return 2 403 3 050 1 826 1 740 1 407

  

Pre-tax return on average capital employed(b) % 26.6 50.0 45.2 46.5 37.9

Post-tax return on average capital employed(b) % 15.4 28.7 25.8 26.2 22.6

(a)  Average capital employed is calculated as the average of the opening and closing capital employed balances for the year. 
(b)  Return on average capital employed represents profit (excluding disposals, re-measurements and impairments) excluding net finance income/costs on net funds/borrowings as a percentage of average 

capital employed. The above table presents this before and after taxation applied at the Group’s effective tax rate. 
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BG Group gives certain additional information in a non-statutory
format in order to provide readers with an increased insight into the
underlying performance of the business. The measures the Group
uses are explained below.

Business Performance
‘Business Performance’ excludes disposals, certain re-measurements
and impairments (see below), and is presented in this way as exclusion
of these items provides a clear and consistent presentation of the
underlying operating performance of the Group’s ongoing business.

BG Group uses commodity instruments to manage price exposures
associated with its marketing and optimisation activity in the UK
and USA. This activity enables the Group to take advantage of
commodity price movements. It is considered more appropriate to
include both unrealised and realised gains and losses arising from
the mark-to-market of derivatives associated with this activity in
‘Business Performance’.

Disposals, certain re-measurements and impairments
BG Group’s commercial arrangements for marketing gas include the
use of long-term gas sales contracts. While the activity surrounding
these contracts involves the physical delivery of gas, certain UK gas
sales contracts are classified as derivatives under the rules of
International Accounting Standard (IAS) 39, ‘Financial Instruments:
Recognition and Measurement’, issued by the IASB, and are required
to be measured at fair value at the balance sheet date. Unrealised
gains and losses on these contracts reflect the comparison between
current market gas prices and the actual prices to be realised under
the gas sales contracts and are disclosed separately as ‘disposals,
re-measurements and impairments’.

BG Group also uses commodity instruments to manage certain price
exposures in respect of optimising the timing and location of its
physical gas and LNG commitments. These instruments are also
required to be measured at fair value at the balance sheet date under
IAS 39. However, IAS 39 does not allow the matching of these fair
values to the economically hedged value of the related commodity,
resulting in unrealised movements in fair value being recorded in the
income statement. These movements in fair value, together with
any unrealised gains and losses associated with discontinued hedge
accounting relationships that continue to represent economic
hedges, are disclosed separately as ‘disposals, re-measurements
and impairments’.

BG Group also uses financial instruments, including derivatives,
to manage foreign exchange and interest rate exposure. These
instruments are required to be recognised at fair value or amortised
cost on the balance sheet in accordance with IAS 39. Most of these
instruments have been designated either as hedges of foreign
exchange movements associated with the Group’s net investments
in foreign operations, or as hedges of interest rate risk. Where these
instruments cannot be designated as hedges under IAS 39, unrealised
movements in fair value are recorded in the income statement and
disclosed separately as ‘disposals, re-measurements and impairments’.

Realised gains and losses relating to the instruments referred to
above are included in Business Performance. This presentation
best reflects the underlying performance of the business since it
distinguishes between the temporary timing differences associated
with re-measurements under IAS 39 rules and actual realised gains
and losses.

BG Group has also separately identified profits and losses associated
with the disposal of non-current assets and impairments of non-current
assets as they require separate disclosure in order to provide a clearer
understanding of the results for the period. For a reconciliation
between the overall results and Business Performance and details of
disposals, re-measurements and impairments, see note 2, page 77 and
note 5, page 89.

Joint ventures and associates
Under IFRS, the results from jointly controlled entities (joint ventures)
and associates, accounted for under the equity method, are required
to be presented net of finance costs and tax on the face of the income
statement. Given the relevance of these businesses within BG Group,
the results of joint ventures and associates are presented before
interest and tax, and after tax. This approach provides additional
information on the source of BG Group’s operating profits. For a
reconciliation between operating profit and earnings, including and
excluding the results of joint ventures and associates, see note 2,
page 77.

Exchange rates and prices
BG Group also discloses certain information, as indicated, at constant
US$/UK£ exchange rates and upstream prices. The presentation of
results in this manner is intended to provide additional information
to explain further the underlying trends in the business. The
disclosure re-calculates the current year profit on the basis that the
US$/UK£ exchange rate and the upstream commodity prices were
the same as in the previous year, providing a comparable base in
respect of these two factors.

Net borrowings/funds and return on average capital employed
BG Group provides an analysis of the amounts included within
net borrowings/funds as this is an important liquidity measure
for the Group.

Return on average capital employed (ROACE) represents profit before
tax (excluding disposals, re-measurements and impairments) plus net
interest payable on net borrowings, as a percentage of average capital
employed. Further information on these measures is provided on
page 128.

Presentation of non-GAAPmeasures
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For the purpose of this Report the following definitions apply:
‘2P reserves’ Proved plus Probable reserves. See page 118
‘3P reserves’ Proved plus Probable plus Possible reserves
‘$’ or ‘US$’ US Dollars
‘£’ or ‘UK£’ UK Pounds Sterling
‘A$’ Australian Dollars
‘ABI’ Association of British Insurers
‘Act’ The Companies Act 2006
‘ADR’ American Depository Receipt
‘ADS’ American Depositary Share
‘AGM’ Annual General Meeting
‘AIS’ Annual Incentive Scheme
‘bbl’ Barrel
‘bcf’ Billion cubic feet
‘bcfd’ Billion cubic feet per day
‘bcma’ Billion cubic metres per annum
‘BG Group’ or ‘Group’ BGGroup plc and its subsidiary undertakings,

joint ventures and associated undertakings
‘BG Energy Holdings BG Energy Holdings Limited, a subsidiary of
Limited’ or ‘BGEH’ BG Group plc
‘billion’ or ‘bn’ One thousand million
‘boe’ Barrels of oil equivalent. BG Group uses

a conversion factor of 1 boe equals 6 000
cubic feet of natural gas

‘boed’ Barrels of oil equivalent per day
‘bopd’ Barrels of oil per day
‘btu’ British thermal units
‘CN00C’ China National Offshore Oil Corporation
‘Combined Code’ The Combined Code on Corporate

Governance issued by the UK Financial
Reporting Council

‘Companies Act’ as defined in section 2 of the Act
‘Companies Act 2006’ has the samemeaning as the Act
‘Company’ BG Group plc
‘Contracted volumes’ LNG volumes which BG Group has a right to

receive over a period ofmore than 12months
‘CMI Bureau’ Continuous Mortality Investigation Bureau
‘CPC pipeline’ Caspian Pipeline Consortium
‘CSG’ Coal Seam Gas
‘CSOS’ Company Share Option Scheme
‘Directors’ Report’ See Business Review and Legal Notice,

inside front cover
‘Discovered resources’ See page 118
‘E&P’ Exploration and Production
‘EPS’ Earnings per share
‘EPV’ Estimated Present Value
‘EU’ European Union
‘Financial Statements’ The Group and parent company Financial

Statements for the year ended 31 December
2009 which comprise the consolidated
income statement, the consolidated
statement of comprehensive income, the
balance sheets, the statements of changes
in equity, the cash flow statements, and
the related notes

‘GAAP’ Generally Accepted Accounting Principles
‘GEC’ the BG Group Executive Committee
‘HSSE’ Health, Safety, Security and Environment

Glossary of terms

‘IAS’ International Accounting Standard issued
by the IASB

‘IASB’ International Accounting Standards Board
‘IFRIC’ International Financial Reporting

Interpretations Committee
‘IFRS’ International Financial Reporting Standards

issued by the IASB and endorsed by the EU
‘JV’ a joint venture
‘LIBOR’ London Interbank Offered Rate
‘LNG’ Liquefied Natural Gas
‘LTIP’ Long Term Incentive Plan
‘LTIS’ Long Term Incentive Scheme
‘m’ Million
‘managed volumes’ Comprises all LNG volumes contracted for

purchase and having related revenue and
other operating income recognised in the
applicable period

‘Management Report’ See Business Review and Legal Notice,
inside front cover

‘mmboe’ Million barrels of oil equivalent
‘mmbtu’ Million British thermal units
‘mmcm’ Million cubic metres
‘mmscfd’ Million standard cubic feet per day
‘mmscm’ Million standard cubic metres
‘mmscmd’ Million standard cubic metres per day
‘mtpa’ Million tonnes per annum
‘MW’ Megawatt
‘MWth’ Megawatt thermal
‘OTCQX’ The US over-the-counter market on which

BG Group’s ADRs are listed. See page 132
‘Possible reserves’ Reserves which analysis of geological and

engineering data suggests have a less than
10% chance of recovery, see page 118

‘PSC’ Production Sharing Contract
‘Proved reserves’ See page 118
‘Probable reserves’ See page 118
‘Risked exploration’ See page 118
‘ROACE’ Return on Average Capital Employed
‘RPIX’ Retail Prices Index excluding mortgage

interest repayments
‘SEC’ The United States Securities and Exchange

Commission
‘SIP’ Share Incentive Plan
‘T&D’ Transmission and Distribution
‘tcf’ Trillion cubic feet
‘TRCF’ Total Recordable Case Frequency
‘TSR’ Total Shareholder Return
‘Unit lifting costs per boe’ Calculated by excluding royalty, tariff

and insurance costs from ‘unit operating
costs/expenditure’ as defined below

‘Unit operating costs/ Calculated by dividing production and
expenditure per boe’ other operating costs (royalties) on page 125

by the net production for the period. This
measure does not include the impact of
depreciation and amortisation costs and
exploration costs as they are not considered
to be costs associated with the operation of
producing assets

‘WDDM’ West Delta Deep Marine

EXPLANATORY NOTE FOR US INVESTORS RELATING TO GAS AND OIL RESERVES AND RESOURCES
BG Group continues voluntarily to use the SEC definition of proved reserves to report proved gas and oil reserves in this Annual
Report and Accounts. BG Group also voluntarily adopted the SEC definition of probable reserves in 2009 and that is used, where
appropriate, in the Report. For further details of BG Group’s proved reserves as at 31 December 2009, and related supplemental gas
and oil information, see Supplementary information – gas and oil, on page 118. This Report also contains additional information
about other BG Group gas and oil reserves and resources that would not be permitted in SEC filings. For an explanation of terms
used in connection with such additional reserves and resources information, refer to page 118.

LEGAL NOTICE
Certain statements included in this Annual Report and Accounts contain forward-looking information concerning the Group’s strategy, operations, financial performance or condition, outlook,
growth opportunities or circumstances in the countries, sectors or markets in which the Group operates. By their nature, forward-looking statements involve uncertainty because they depend
on future circumstances, and relate to events, not all of which are within the Company’s control or can be predicted by the Company. Although the Company believes that the expectations
reflected in such forward-looking statements are reasonable, no assurance can be given that such expectations will prove to have been correct. Actual results could differ materially from those
set out in the forward-looking statements. For a description of factors that may affect our business, financial performance or results of operations, we urge you to look at the Principal Risks and
Uncertainties included in this Annual Report and Accounts. No part of these results constitutes, or shall be taken to constitute, an invitation or inducement to invest in BG Group plc or any other
entity, and must not be relied upon in any way in connection with any investment decision. The Company undertakes no obligation to update any forward-looking statements.

BG Group is subject to the regulatory requirements of the Financial Services Authority of the United Kingdom.

Reference conditions (2010)
• Brent Oil price $70/bbl
• US Henry Hub $7/mmbtu
• US$/UK£ exchange rates of $1.7:£1
• US$/A$ exchange rates of $1:A$1.35
• All production includes fuel gas

www.bg-group.com
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Shareholder information

MANAGING YOUR SHAREHOLDING
BG Group ordinary shares are listed on the London Stock Exchange
and trade under the symbol BG.

BG Group’s shareholder register is maintained by our Registrar,
Equiniti. For queries relating to your shareholding, please contact:

Telephone: 0871 384 2064*
+44 121 415 7029 (outside UK)

Email: bg@equiniti.com

Address: Equiniti, Aspect House, Spencer Road,
Lancing, West Sussex BN99 6DA

* Calls to this number are charged at 8 pence per minute from a BT landline.
Call charges from other networks may vary.

BG Group American Depositary Receipts (ADRs) are listed on the US
over-the-counter market known as International OTCQX and trade
under the symbol BRGYY.

BG Group’s ADR register is maintained by our Transfer Agent
JP Morgan Chase Bank:

Telephone: +1 800 990 1135 (US Residents)
+1 651 453 2128 (outside USA)

Email: jpmorgan.adr@wellsfargo.com

Address: JP Morgan Chase Bank, N.A. PO Box 64504,
St Paul, MN 55164-0504 USA

INFORMATION ABOUT YOUR SHAREHOLDING
Shareview, an electronic shareholder communications service from
Equiniti, gives you access to information about your shareholding
including balance movements, indicative share prices and recent
dividend payments. It also allows you to change your registered address
details, set up a dividend mandate or change your existing mandate
details. To register for this free service, visit www.shareview.co.uk
(you will need your shareholder reference number, which can be
found on your dividend tax voucher or on your proxy voting form).

ELECTRONIC COMMUNICATIONS
The Companies Act 2006 and the Articles of Association of BG Group
allow our website to be used to communicate with shareholders,
provided that shareholders have agreed to this or are deemed to have
agreed to this. Shareholders may receive notification by email or by post
that documents are available to view on the website. Using electronic
communications reduces printing, paper and postage costs and has a
positive impact on the environment.

This year, BG Group is inviting shareholders to confirm how they wish
to receive communications in the future. Enclosed with this document
is a form of election which sets out the choices available. Shareholders
who wish to receive hard copy documents in the future should complete
this form and return it to Equiniti. Shareholders who do not respond
within 28 days will be deemed to have consented to receiving electronic
communication via the Group’s website and will receive hard copy
notificationwhendocuments are available to be viewed. Shareholderswho
have elected to receive email notifications of availability will continue to
receive communications electronically andneed takenoaction. Shareholders
can revoke such consent at any time by contacting the Registrar.

A shareholder who has received notification of availability of a document
on BG Group’s website is entitled to request, free of charge, a hard copy
of any such document at any time.

The Group reserves the right from time to time at its sole discretion,
to choose to give, send or supply offers, notices, information or other
documents in hard copy form only to some or all shareholders.

VOTING ELECTRONICALLY
All shareholders can submit proxies for the Annual General Meeting
electronically at www.sharevote.co.uk. Alternatively, shareholders who
have already registered with Shareview can appoint a proxy by logging
on to their account at www.shareview.co.uk

DIVIDEND PAYMENTS DIRECTLY INTO YOUR BANK ACCOUNT
Dividend payments can be paid directly into your UK bank or
building society account on the payment date, and a consolidated
tax voucher will be issued at the end of each tax year. Direct dividend
payments help BG Group improve its efficiency by reducing postage,
printing and cheque clearance costs. To register for this service
please contact Equiniti or download a form from our website at
www.bg-group.com/investorrelations/shareholderservices
and click on Registrar.

If you live overseas, a service has been established to provide
shareholders in over 30 countries with the opportunity to receive
BG Group dividends in their local currency. For an administration fee,
shareholders can have their dividends automatically converted from
Pounds Sterling into their local currency and paid into their bank account.
For further details, please contact Equiniti or visit www.shareview.co.uk

FUTURE DIVIDENDS DECLARED IN US DOLLARS
From September 2010, BG Group will declare its dividends in US Dollars.
However, there will be no change in the currency of dividend payments.
Ordinary shareholders will continue to be paid dividends in Pounds
Sterling, and ADR holders will continue to be paid dividends in US Dollars.

CONSOLIDATED TAX VOUCHERS
Shareholders who have elected to have their dividends paid directly into
their bank account receive one tax voucher each year covering both the
interim and final dividend payments. For those shareholders who have
made such an election, a consolidated tax voucher is enclosed with this
Annual Report and covers all dividends paid during the 2009/10 tax year.
If you have more than one shareholder account in the same name(s) you
will receive a separate tax voucher in respect of those shareholdings in
addition to the one enclosed. Shareholders wishing to receive a tax
voucher in respect of each dividend payment should contact Equiniti.

GIFTING YOUR SHARES
To transfer your shares to another member of your family as a gift, please
contact Equiniti for a gift transfer form. If you have a small number of
shares and the dealing costs or minimum fee makes it uneconomical
to sell them, you may like to donate them to charity through ShareGift,
a charity administered by The Orr Mackintosh Foundation. Please ask
Equiniti for a ShareGift transfer form. Information is also available on
the ShareGift website at www.sharegift.org

BG GROUP PLC CORPORATE INDIVIDUAL SAVINGS ACCOUNTS (ISAs)
Information is available from Rensburg Sheppards Investment
Management Ltd, The Plaza, 100 Old Hall Street, Liverpool L3 9AB.
Telephone: 0151 237 2160

LOW-COST SHARE DEALING SERVICES
Information on a range of low-cost share dealing services is available
from Equiniti on 0845 603 7037 or at www.bg-group.com/dealing

BOILER ROOM SCAMS
Many companies have become aware that their shareholders have
received unsolicited phone calls or correspondence concerning
investment matters. These are typically from overseas based ‘brokers’
who target UK shareholders, offering to sell them what often turn
out to be worthless or high-risk shares in US or UK investments.
These operations are commonly known as ‘boiler rooms’.

Shareholders are advised to be very wary of any unsolicited advice,
offers to buy shares at a discount or offers of free company reports.

If you receive any unsolicited investment advice:

• make sure you get the correct name of the person and organisation;

• check that they are properly authorised by the FSA before getting
involved by visiting www.fsa.gov.uk and selecting FSA Register; and

• report the matter to the FSA either by calling 0300 500 5000 or
visiting www.moneymadeclear.fsa.gov.uk

Details of any share-dealing facilities that BG Group endorses
will be included in BG Group mailings or made available on
BG Group’s website.

www.bg-group.com
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SHAREHOLDER PROFILE

as at 31 December 2009 Number of Number
shareholders of shares

Analysis of shareholders m

Nominees and institutional investors 13 018 3 271

Individuals 652 303 324

665 321 3 595

Number of Number
shareholders of shares

Range of Shareholdings m

1 – 500 474 144 118

501 – 1 000 124 607 84

1 001 – 5 000 60 717 102

5 001 – 10 000 3 086 21

10 001 – 50 000 1 362 26

50 001 – 100 000 297 21

100 001 – 1 000 000 762 260

1 000 001 and above 346 2 963

665 321 3 595

GROUP FINANCIAL CALENDAR

Event Type Date

2009 final dividend Ex-dividend 14 April 2010

Record date 16 April 2010

First quarter 2010 results Announcement 29 April 2010

2010 Annual General Meeting Meeting 12 May 2010

2009 final dividend Dividend paid (UK) 21 May 2010

Dividend paid (US ADR) 28 May 2010

Second quarter 2010 results Announcement 28 July 2010

2010 interim dividend Ex-dividend Aug 2010*

2010 interim dividend Dividend paid (UK) Sept 2010*

Dividend paid (USA ADR) Sept 2010*

BG GROUP PLC WEBSITE
www.bg-group.com
Visit www.bg-group.com/investors to find out more information on
our latest financial results, reports, share price, financial calendar
and shareholder services. You can also find out how to register to
receive future shareholder communications electronically, and
can access a UK share price calculator as well as frequently asked
shareholder questions and a dividend calculator.

* These dates are indicative. Actual dates will be confirmed on the BG Group website in due course.

BG Group Annual Report and Accounts 2009
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The eleventh Annual General Meeting (“AGM” or “Meeting”) of BG Group plc (the “Company”)
will be held in the Princess Suite of the Royal Berkshire Conference Centre, Madejski Stadium,
Reading, Berkshire RG2 0FL on Wednesday, 12 May 2010 at 11.30 am for the transaction of the
business set out below.

This notice contains the resolutions to be voted on at the Company’s AGM. Resolutions 1 to 11
below are ordinary resolutions that will be passed if more than 50% of the votes cast are in
favour of the resolutions. Resolutions 12 to 15 are special resolutions that will be passed if not
less than 75% of the votes cast are in favour of the resolutions. A poll will be called on each of
the resolutions set out below. Further details are set out in the explanatory notes.
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ORDINARY RESOLUTIONS

Resolution 1
To receive the Accounts and Reports of the Directors and the auditors
for the year ended 31 December 2009.

Resolution 2
To approve the Remuneration report as set out on pages 50 to 61 of
the BG Group plc Annual Report and Accounts for the year ended
31 December 2009.

Resolution 3
To declare a final dividend in respect of the year ended 31 December 2009
of 6.73 pence per ordinary share payable on 21May 2010 to holders of
ordinary shares on the register of shareholders of the Company at the
close of business on 16 April 2010.

Resolution 4
To elect Mark Seligman as a Director of the Company.

Resolution 5
To re-elect Peter Backhouse, who retires by rotation, as a Director
of the Company.

Resolution 6
To re-elect Lord Sharman, who retires by rotation, as a Director of
the Company.

Resolution 7
To re-elect Philippe Varin, who retires by rotation, as a Director of
the Company.

Resolution 8
To re-appoint PricewaterhouseCoopers LLP as auditors of the Company,
to hold office until the conclusion of the next general meeting at which
accounts are laid before the Company.

Resolution 9
To authorise the Audit Committee to approve the remuneration of the
auditors.

Resolution 10
That, in accordance with Sections 366 and 367 of the Companies
Act 2006 (the “Act”), the Company, and all companies which are
subsidiaries of the Company during the period when this resolution
has effect, be and are hereby authorised to:

i. make political donations to political parties or independent election
candidates up to a total aggregate amount of £15 000;

ii. make political donations to political organisations other than
political parties up to a total aggregate amount of £15 000; and

iii. incur political expenditure up to a total aggregate amount of
£20 000,

during the period beginning with the date of the passing of this
Resolution and ending at the conclusion of the next annual general
meeting of the Company, provided that, in any event, the total
aggregate amount of all political donations and political expenditure

incurred by the Company and its subsidiaries in such period shall not
exceed £50 000.

For the purposes of this Resolution, ‘political donations’, ‘political
organisations’, ‘political parties’ and ‘political expenditure’ shall have
the meanings given to them in Sections 363 to 365 of the Act.

Resolution 11
That the Directors be and are hereby generally and unconditionally
authorised in accordance with Section 551 of the Act to exercise all the
powers of the Company to allot shares in the Company and to grant
rights to subscribe for, or to convert any security into, shares in the
Company (“Rights”):

i. up to an aggregate nominal amount of £115 641 305; and

ii. up to a further aggregate nominal amount of £112 536 365 provided
that (i) they are equity securities (within the meaning of Section
560(1) of the Act), and (ii) they are offered by way of a rights issue
to holders of ordinary shares on the register of members at such
record date as the Directors may determine where the equity
securities respectively attributable to the interests of the ordinary
shareholders are proportionate (as nearly as may be practicable)
to the respective numbers of ordinary shares held or deemed to be
held by them on any such record date and to other holders of equity
securities entitled to participate therein, subject to such exclusions
or other arrangements as the Directors may deem necessary or
expedient to deal with treasury shares, fractional entitlements or
legal or practical problems arising under the laws of any overseas
territory or the requirements of any regulatory body or stock
exchange or by virtue of shares being represented by depositary
receipts or any other matter,

provided that this authority shall expire at the conclusion of the next
annual general meeting of the Company, save that the Directors shall
be entitled to make offers or agreements before the expiry of such
authority which would or might require shares to be allotted or Rights
to be granted after such expiry and the Directors shall be entitled to
allot shares and grant Rights pursuant to any such offer or agreement
as if this authority had not expired; and all unexercised authorities
previously granted to the Directors to allot shares and grant Rights be
and are hereby revoked.

SPECIAL RESOLUTIONS

Resolution 12
That the Directors be and they are hereby empowered pursuant to
Sections 570 and 573 of the Act to allot equity securities (within the
meaning of Section 560 of the Act) for cash either pursuant to the
authority conferred by Resolution 11 above or by way of a sale of
treasury shares as if Section 561(1) of the Act did not apply to any
such allotment provided that this power shall be limited to:

i. the allotment of equity securities in connection with an offer of
securities (but in the case of the authority granted under paragraph ii
of Resolution 11 by way of a rights issue only) in favour of the holders
of ordinary shares on the register of members at such record date as
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the Directors may determine and other persons entitled to participate
therein where the equity securities respectively attributable to the
interests of the ordinary shareholders are proportionate (as nearly as
may be practicable) to the respective number of ordinary shares held
or deemed to be held by them on any such record date, subject to
such exclusions or other arrangements as the Directors may deem
necessary or expedient to deal with treasury shares, fractional
entitlements or legal or practical problems arising under the laws of
any overseas territory or the requirements of any regulatory body or
stock exchange or by virtue of shares being represented by depositary
receipts or any other matter; and

ii. the allotment (otherwise than pursuant to sub-paragraph i of this
Resolution 12) to any person or persons of equity securities up to an
aggregate nominal amount of £16 880 454.

and shall expire upon the expiry of the general authority conferred by
Resolution 11 above, save that the Directors shall be entitled to make
offers or agreements before the expiry of such power which would or
might require equity securities to be allotted after such expiry and
the Directors shall be entitled to allot equity securities pursuant to
any such offer or agreement as if the power conferred hereby had
not expired.

Resolution 13
That the Company be generally and unconditionally authorised tomake
market purchases (within themeaning of Section 693(4) of the Act) of
ordinary shares of 10 pence each of the Company on such terms and
in suchmanner as the Directors may from time to time determine,
provided that:

i. the maximum number of ordinary shares hereby authorised to be
acquired is 337 609 096 representing approximately 10% of the
issued ordinary share capital of the Company as at 10 March 2010;

ii. the minimum price that may be paid for any such ordinary share
is 10 pence, the nominal value of that share;

iii.the maximum price that may be paid for any such ordinary share
is an amount equal to 105% of the average of the middle market
quotations for an ordinary share in the Company as derived from
the London Stock Exchange Daily Official List for the five business
days immediately preceding the day on which such ordinary share
is contracted to be purchased;

iv. the authority hereby conferred shall expire at the conclusion of
the next annual general meeting of the Company unless previously
renewed, varied or revoked by the Company in general meeting; and

v. the Company may make a contract to purchase its ordinary shares
under the authority hereby conferred prior to the expiry of such
authority, which contract will or may be executed wholly or partly
after the expiry of such authority, and may purchase its ordinary
shares in pursuance of any such contract.

Resolution 14
That a general meeting, other than an annual general meeting, may
be called on not less than 14 clear days’ notice.

Resolution 15
That with effect from the conclusion of the AGM, the Articles of
Association contained in the document produced to the Meeting and
signed by the Chairman for the purposes of identification be adopted
and approved as the new Articles of Association of the Company in
substitution for, and to the exclusion of, the Articles of Association of
the Company in effect immediately prior to that time.

Registered Office: By order of the Board
100 Thames Valley Park Drive Keith Hubber
Reading Company Secretary
Berkshire RG6 1PT

Registered in England andWales 10 March 2010
No. 3690065
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EXPLANATORY NOTES

This document is important. If you are in any doubt about its content,
you should consult an appropriate independent adviser.

If you have sold or transferred all of your shares in BG Group plc, please
send this document and all accompanying documents to the purchaser
or transferee, or to the stockbroker, bank or other agent through or to
whom the sale or transfer was effected so that they can be passed on
to the person who now owns the shares.

Annual Report and Accounts (Resolution 1)
The Directors are required to lay before the Meeting the Accounts
of the Company for the financial year ended 31 December 2009, the
Directors’ Report, the Remuneration report and the Auditors’ report
on the Accounts.

Remuneration report (Resolution 2)
UK-listed companies must put an ordinary resolution to shareholders
at the annual general meeting seeking approval of the Remuneration
report. The vote is advisory in nature, in that payments made or
promised to Directors will not have to be repaid, reduced or withheld
in the event that the resolution is not passed.

Declaration of a dividend (Resolution 3)
A final dividend for the year ended 31 December 2009 of 6.73 pence
per ordinary share is recommended by the Directors. A final dividend
can be paid only after it has been declared by the shareholders at a
general meeting. It is proposed that shareholders declare this dividend
by passing Resolution 3. If so declared, the final dividend will be paid
on 21 May 2010 to ordinary shareholders who were on the register

of the Company at the close of business on 16 April 2010. American
Depositary Shares (ADS) holders will be entitled to receive the US Dollar
equivalent of £0.3365 per ADS on 28 May 2010. An interim dividend for
the year ended 31 December 2009 of 5.62 pence per ordinary share was
paid on 11 September 2009.

Election of Director (Resolution 4)
The Company’s Articles of Association require any Director newly
appointed by the Board to retire at the first annual general meeting
following their appointment. Mark Seligman was appointed to the
Board as a Non-Executive Director on 3 December 2009. Biographical
details for Mark Seligman are given on page 39. The Board unanimously
recommends his election.

Re-election of Directors (Resolutions 5 to7)
Biographical details of the Directors proposed for re-election, namely
Peter Backhouse, Lord Sharman and Philippe Varin, are shown on pages
38 and 39 of the Annual Report and Accounts. Directors are normally
subject to re-election by shareholders every three years. However, by
the date of the Meeting, Peter Backhouse and Lord Sharman will have
served on the Board for more than nine years since their first elections
and therefore, in accordance with Provision A.7.2 of the Combined Code,
they will be subject to annual re-election from this year. In reviewing
the recommendations of the Nominations Committee concerning
these re-elections, the Board has concluded that Peter Backhouse,
Lord Sharman and Philippe Varin are independent in character and
judgement, notwithstanding that Peter Backhouse and Lord Sharman
will have served on the Board for more than nine years since their first
elections by the date of the meeting. In addition, and following the
annual evaluation exercise conducted during the year, the Board
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considers that each of the Directors proposed for re-election continues
to make an effective and valuable contribution and demonstrates
commitment to the role. Accordingly, the Board unanimously
recommends their re-election.

Copies of the service contracts and letters of appointment of all
Directors of the Company are available for inspection during normal
business hours at the registered office of the Company and at the
offices of Herbert Smith LLP, Exchange House, Primrose Street, London
EC2A 2HS on any weekday (Saturdays, Sundays and public holidays
excluded) and will also be available for inspection at the place of the
AGM from 9.00 am on the day of the Meeting until its conclusion.

Re-appointment and remuneration of auditors (Resolutions 8 and 9)
The Company is required to appoint auditors at each general meeting
at which accounts are laid before the Company, to hold office until
the next such meeting. Following the recommendation of the Audit
Committee, the Directors propose that PricewaterhouseCoopers LLP
be re-appointed as auditors of the Company. Resolution 9 proposes
that the Audit Committee be authorised to determine the level of
the auditors’ remuneration.

Political donations (Resolution 10)
Resolution 10 is designed to deal with rules on political donations and
expenditure contained in Part 14 of the Act (Sections 362 to 379). Under
Section 378 of the Act, a company may not make donations to an EU
political party, or other EU political organisation, or to an independent
election candidate in the EU, of more than £5 000 in total, or incur any
EU political expenditure, without first obtaining shareholder approval.

It is the Company’s policy not to make contributions to political parties.
There is no intention to change that policy. However, what constitutes
a ‘political donation’, a ‘political party’, a ‘political organisation’ or
‘political expenditure’ under the Act is not clear, as the legislation is
capable of wide interpretation and may have the effect of covering
a number of normal business activities that would not be thought to
be political donations in the usual sense. To avoid any possibility of
inadvertently contravening the Act, the Board considers that it would
be prudent to follow the procedure specified in the Act to obtain
shareholder approval for the Company and its subsidiaries to make
political donations or incur political expenditure in the forthcoming
year until the conclusion of the annual general meeting of the
Company in 2011. This authority will not be used to make any political
donations as that expression would normally be understood.

Authority to allot shares (Resolution 11)
Resolution 11 deals with the Directors’ authority to allot shares.

At the last annual general meeting of the Company held on
18 May 2009, the Directors were given authority to allot ordinary
shares in the capital of the Company up to a maximum nominal
amount of £116 481 140 representing approximately 1/3 of the
Company’s issued ordinary share capital (excluding treasury shares)
at 3 March 2009, together with shares outstanding under BG Group’s
option schemes. This authority expires at the conclusion of this year’s
AGM. In addition, the Directors were given authority to allot a further
1/3 of the Company’s issued share capital up to a maximum of
£111 329 254 representing approximately a further 1/3 of the Company’s
issued ordinary share capital (excluding treasury shares). This authority
was not utilised by the Board during the year.

Resolution 11 will, if passed, renew this authority to allot shares on
broadly the same terms as last year’s resolution, but the Resolution
has been updated to reflect that authority is being given under
Section 551 of the Act (rather than Section 80 of the Companies Act
1985) and to reflect a change in the language used in the Act.

In 2008, the Association of British Insurers (ABI) revised its guidelines
on directors’ authority to allot shares to state that ABI members will
continue to permit, and treat as routine, a request for authorisation to
allot new shares in an amount of up to 1/3 of the existing issued share
capital of a company, together with the number of shares required to
allot shares in respect of deferred consideration or options. The revised
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ABI guidelines also state that the ABI will regard as routine requests
to authorise the allotment of a further 1/3 of a company’s issued share
capital provided that such additional headroom is only applied to fully
pre-emptive rights issues and that the authorisation is valid for one
year only. The Board has resolved that the Company should follow the
ABI’s revised guidelines.

Accordingly, the Board considers it appropriate that the Directors
be granted authority to allot ordinary shares in the capital of the
Company up to a maximum nominal amount of £228 177 670
representing approximately 2/3 of the Company’s issued ordinary share
capital (excluding treasury shares), together with the number of shares
required to satisfy the options outstanding under the Company’s
employee share plans as at 10 March 2010 (the latest practicable date
prior to publication of this Notice), of which 1 125 363 654 shares
(representing approximately 1/3 of the Company’s issued ordinary
share capital (excluding treasury shares)) can only be allotted pursuant
to a fully pre-emptive rights issue. The authority will last until the
conclusion of the next annual general meeting in 2011.

The Directors have no present intention of exercising this authority
other than pursuant to employee share plans. If the Directors resolve
to use the additional headroom in respect of a fully pre-emptive rights
issue, all Directors will stand for re-election at the AGM that follows
that rights issue, in accordance with the ABI’s guidelines.

As at the date of this Notice, the Company is holding 222 138 569 shares
in treasury representing 6.58% of the Company’s issued ordinary share
capital (excluding treasury shares).

Disapplication of pre-emption rights (Resolution 12)
Resolution 12 will empower the Directors to allot ordinary shares in
the capital of the Company, pursuant to the authority granted under
Resolution 11 above, for cash, and to sell shares held in treasury, without
applying the pre-emption rights in the Act in certain circumstances. In
line with the ABI’s revised guidelines described above, they will be able
to allot:

i. in connection with an open offer or other offer to existing
shareholders in proportion to their existing holdings up to
1 125 363 654 shares (representing 1/3 of the Company’s issued
ordinary share capital) or in the case of a fully pre-emptive rights
issue only up to 2 250 727 308 shares (representing 2/3 of the
Company’s issued ordinary share capital); and

ii. up to amaximumnominal value of £16 880 454, representing
approximately 5% of the issued ordinary share capital of the
Company as at 10 March 2010 (the latest practicable date prior
to publication of this Notice) otherwise than in connection with
an offer to existing shareholders.

As with Resolution 11, the terms of Resolution 12 are broadly the same
as last year’s resolution, but the Resolution has been updated to reflect
that it is being passed pursuant to Sections 570 and 573 of the Act
rather than Section 95 of the Companies Act 1985.

The Directors have no present intention of exercising this authority.

The Directors confirm their intention to follow the provisions of the
Pre-emption Group’s Statement of Principles regarding cumulative
usage of authorities within a rolling three-year period. These principles
provide that companies should not issue for cash shares representing
in excess of 7.5% of the company’s issued share capital in any rolling
three-year period, other than to existing shareholders, without prior
consultation with shareholders.

Authority to make market purchases of own ordinary shares
(Resolution 13)
In certain circumstances, it may be advantageous for the Company
to purchase its own ordinary shares and Resolution 13 seeks authority
from shareholders to do so. The Resolution specifies the maximum
number of shares that may be acquired (10% of the Company’s issued
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ordinary share capital (excluding treasury shares)) and the maximum
and the minimum prices at which they may be bought.

Any shares purchased in this way will, unless the Directors determine
that they are to be held as treasury shares, be cancelled and the
number of shares in issue will be reduced accordingly. Shares held in
treasury will not automatically be cancelled and will not be taken into
account in future calculations of earnings per share (unless they are
subsequently resold or transferred out of treasury).

Shares are held in treasury in accordance with Section 724 of the
Act and may be used to satisfy awards under the Company’s share
schemes pursuant to Section 727 of the Act. No dividends are paid
on and no voting rights attach to treasury shares. Any treasury shares
sold by the Company will count towards the number of shares that,
if Resolution 12 is passed, may be issued without offering them first
to existing shareholders.

As the existing shareholder approval to purchase shares expires at
the conclusion of the AGM, purchases after that date are subject to
renewed shareholder approval at the AGM. The Directors have no
present intention of exercising the authority to purchase the
Company’s ordinary shares. The Directors will use the authority to
purchase shares only after careful consideration, taking into account
market conditions, other investment opportunities, appropriate
gearing levels and the overall financial position of the Company. The
Directors will only purchase such shares after taking into account the
effects on earnings per share and the benefit for shareholders.

At 10 March 2010, the total number of options to subscribe for ordinary
shares outstanding was 31 049 399. This represents 0.92% of the issued
share capital at that date (excluding treasury shares). If the Company
bought back the maximum number of shares permitted pursuant to
the existing authority as well as the authority being sought by the
passing of this Resolution and cancelled them, then the total number
of options to subscribe for ordinary shares outstanding at that date
would represent 1.15% of the issued share capital (excluding treasury
shares) as reduced following those repurchases. At 10 March 2010, there
were no warrants to subscribe for ordinary shares outstanding.

Notice of general meetings other than annual general meetings
(Resolution 14)
Resolution 14 is a resolution to allow the Company to hold general
meetings (other than annual general meetings) on 14 clear days’ notice.

Before the introduction of the Companies (Shareholders’ Rights)
Regulations 2009 (the “Regulations”) on 3 August 2009, the minimum
notice period permitted by the Act for general meetings, other than
annual general meetings, was 14 clear days. One of the amendments
made to the Act by the Regulations was to increase the minimum
notice period for general meetings of listed companies to 21 clear days,
but with an ability for companies to reduce this period back to 14 clear
days, other than for annual general meetings, provided two conditions
are met. The first condition is that a company offers facilities for all
shareholders to vote by electronic means. This condition is met if the
company offers a facility accessible to all shareholders to appoint a
proxy by means of a website. Please refer to the note entitled
‘Appointing a proxy’ on page 138 for details on the Company’s
arrangements for electronic proxy appointment. The second condition
is that there is an annual resolution of shareholders approving the
reduction in the minimum notice period from 21 clear days to 14 clear
days. The Board is therefore proposing Resolution 14 as a special
resolution to approve 14 clear days as the minimum period of notice
for all general meetings of the Company other than annual general
meetings. The approval will be effective until the Company’s next
annual general meeting.

The Directors will consider on a case by case basis whether the use of
the flexibility offered by the shorter notice period is appropriate, taking
into account the circumstances, including whether the business of the
meeting is time sensitive.

Amendment of existing Articles of Association (Resolution 15)
It is proposed in Resolution 15 to adopt new Articles of Association
(the “New Articles”) in order to update the Company’s current Articles
of Association (the “Current Articles”) primarily to take account of the
implementation of the Shareholders’ Rights Directive which came into
force by way of the Regulations in August 2009.

An explanation of the main changes between the Current Articles and
the New Articles is set out below. Other changes which are of a minor,
technical or clarifying nature or merely reflect changes made by the
Act or the Regulations, or conform the language of the New Articles
with that used in the model articles for public companies produced
by the Department for Business, Innovation and Skills have also been
included in the New Articles. The Company’s Current Articles and the
New Articles are available for inspection during normal business
hours at the registered office of the Company and at the offices
of Herbert Smith LLP, Exchange House, Primrose Street, London
EC2A 2HS on any weekday (Saturdays, Sundays and public holidays
excluded) and will also be available for inspection at the place of the
AGM from 9.00 am on the day of the Meeting until its conclusion.

Chairman’s casting vote
The New Articles remove the provision giving the Chairman a casting
vote in the event of an equality of votes as this is no longer permitted
under the Act.

Notice of general meetings (Article 53)
The provisions in the New Articles dealing with the convening of
general meetings and the length of notice required to convene
general meetings are in line with the relevant provisions of the Act
(as amended by the Regulations). The Regulations amended the Act to
require the Company to give 21 clear days’ notice of general meetings
unless the Company has passed a special resolution reducing the
notice period to not less than 14 clear days (this resolution is proposed
as Resolution 14) and the Company offers members an electronic
voting facility.

Notices and postal strikes (Article 53.7)
Article 53.7 of the New Articles is the article covering service of notice in
the event of a postal strike; it has been amended to allow the Company
in such circumstances, to serve notices only on those shareholders who
receive notices via electronic means, provided that, as before, the
Company also puts an advertisement in two national newspapers and
sends a confirmatory hard copy notice if the postal service is available
again within seven days of the meeting.

Participation in meetings at different places and by electronic means
(Article 57)
Amendments made to the Act by the Regulations specifically provide
for the holding and conducting of electronic meetings. The New
Articles include amendments to provide greater scope for shareholders
to participate in meetings of the Company even if they are not present
in person at the principal place where the meeting is held. The
amendments allow for shareholders to participate not only by
attendance at multiple meeting locations, but also by other electronic
means of participation.

Adjournment for a lack of quorum
Under the Act, as amended by the Regulations, general meetings
adjourned for lack of quorummust be held at least 10 clear days after
the original meeting. The New Articles reflect this requirement.

Voting rights (Article 69)
The Regulations clarify the various powers of proxies and representatives
of corporate shareholders in respect of resolutions taken on a show of
hands. The new position is that a proxy has one vote on a show of
hands in all cases (including where one member has appointed
multiple proxies) except when he is appointed by multiple members
who instruct him to vote in different ways, in which case he has one
vote for and one vote against the resolution. Where a corporate
shareholder appoints representatives to attend meetings on its behalf,
each duly appointed representative has one vote on a show of hands.
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The New Articles contain provisions which clarify these rights and also
clarify how the provisions giving a proxy a second vote on a show of
hands should apply to discretionary powers.

Voting record date (Article 69.2)
Under the Act, as amended by the Regulations, the Company must
determine the right of shareholders to vote at a general meeting by
reference to the register not more than 48 hours before the time for
the holding of the meeting, not taking account of days which are
non-working days. The New Articles reflect that no account should be
taken of any part of a day that is not a working day in this regard.

Receipt of termination of proxy/corporate representative authority
(Articles 76.2 and 78.3)
Article 76.2 of the New Articles provides that the termination of
a proxy’s authority should be in writing as this is required by the
Regulations. A similar change has been made to Article 78.3 with
regard to corporate representatives.

Validity of votes (Article 79.2)
Following the implementation of the Regulations, proxies are expressly
required to vote in accordance with instructions given to them by
shareholders. The New Articles contain a provision stating that the
Company is not required to enquire whether a proxy or corporate
representative has voted in accordance with instructions given to him
and that votes cast by a proxy or corporate representative will be valid
even if he has not voted in accordance with his instructions.

Newspaper advertisements (Article 138)
Section 308 of the Act states that notice of a general meeting must
be given in hard copy form or by means of a website. The provisions
of part 2 of Schedule 5 of the Act make it clear that a newspaper
advertisement would not satisfy the requirements of ‘hard copy form’.
Changes have been made to Article 138 to make it clear that notice
of a general meeting can no longer be given by way of a newspaper
advertisement.

Recommendation
The Board considers the above Resolutions will promote the success
of the Company and are in the best interests of the Company and its
shareholders as a whole. The Directors unanimously recommend that
you vote in favour of all the above Resolutions as they intend to do so
themselves in respect of their own beneficial holdings.

NOTES TO SHAREHOLDERS

A copy of this Notice, and the other information required by Section
311A of the Act, can be found at www.bg-group.com

The Company, pursuant to Regulation 41 of the Uncertificated
Securities Regulations 2001, specifies that only those holders of
ordinary shares registered in the register of members of the Company
as at 11.30 am on 10 May 2010 (or, if the Meeting is adjourned, at
11.30 am on the date which is two days prior to the adjourned meeting)
or their duly appointed proxies shall be entitled to attend
or vote at the Meeting (or the adjourned meeting) in respect of the
number of ordinary shares registered in their name at that time.
Changes to entries on the register of members after 11.30 am on
10 May 2010 (or, if the Meeting is adjourned, at 11.30 am on the
date which is two days prior to the adjourned meeting) shall be
disregarded in determining the rights of any person to attend or
vote at the Meeting (or the adjourned meeting).

Voting at the Meeting will be by poll rather than by show of hands. This
is a more transparent method of voting as member votes are counted
according to the number of shares held. The Chairman will invite each
shareholder and proxy present at the Meeting to complete a poll card
indicating how they wish to cast their votes in respect of each
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Resolution. In addition, the Chairman will cast the votes for which
he has been appointed as proxy. Poll cards will be collected at the end
of the Meeting. Once the results have been verified by the Company’s
Registrar, they will be notified to the UK Listing Authority and
published on the Company’s website.

Appointing a proxy
Shareholders are entitled to appoint a proxy to exercise all or any of
their rights to attend, speak and vote on their behalf at the AGM.
A shareholder may appoint more than one proxy in relation to the
AGM provided that each proxy is appointed to exercise the rights
attached to a different share or shares held by that shareholder. A proxy
need not be a shareholder of the Company but must attend the AGM
to represent the relevant shareholder. A proxy form which may be used
to make such appointment and give proxy instructions accompanies
this notice. If you do not have a proxy form and believe that you should
have one, or if you require additional forms, please contact Equiniti.
As an alternative to completing a hard copy proxy form, proxies may
be appointed electronically as set out below.

In order to be valid, an appointment of proxy must be returned by
one of the following methods:

• in hard copy form by post, by courier, or by hand to Equiniti,
Aspect House, Spencer Road, Lancing, West Sussex BN99 6UT;

• online at www.sharevote.co.uk by following the on-screen
instructions and using the numbers printed on your proxy card; or

• in the case of CREST members, by utilising the CREST electronic
proxy appointment service in accordance with the procedures set
out on page 139.

In each case the appointment must be received by the Company no
later than 11.30 am on 10 May 2010.

The website address, www.sharevote.co.uk is provided solely for the
purposes of enabling shareholders to register electronically their
appointment of a proxy or proxies for the AGM. The Company will not
accept any other document or information relating to proceedings of
the Meeting or otherwise which may be sent by electronic means to
that address.

The return of a completed proxy form, other such instrument or any
CREST Proxy Instruction (as described on page 139) will not prevent a
shareholder attending the AGM and voting in person if he/she wishes
to do so.

Nominated Persons
Any person to whom this Notice is sent who is a person nominated
under Section 146 of the Act to enjoy information rights (a “Nominated
Person”) may, under agreement with the shareholder by whom he
was nominated, have a right to be appointed (or to have someone
else appointed) as a proxy for the AGM. If a Nominated Person has no
such proxy appointment right or does not wish to exercise it, he may,
under any such agreement, have a right to give instructions to the
shareholder as to the exercise of voting rights.

The statement of the rights of shareholders in relation to the
appointment of proxies in the paragraph above entitled ‘Appointing
a proxy’ does not apply to Nominated Persons. The rights described in
that paragraph can only be exercised by shareholders of the Company.

Total shares and voting rights
As at 10 March 2010 (being the latest practicable date prior to the
publication of this Notice) the Company’s issued share capital consists
of 3 598 229 532 ordinary shares, carrying one vote each. The Company
holds 222 138 569 ordinary shares in treasury and is not permitted to
exercise voting rights in respect of those shares. Therefore, the total
voting rights in the Company as at 10 March 2010 are 3 376 090 963.
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Appointing a corporate representative
Amember of the Company which is a corporation may authorise
a person or persons to act as its representative(s) at the AGM.
In accordance with the provisions of the Act, each such representative
may exercise (on behalf of the corporation) the same powers as the
corporation could exercise if it were an individual member of the
Company, provided that they do not do so in relation to the same
shares. It is no longer necessary to nominate a designated corporate
representative (as was previously recommended by the ICSA guidance
published in relation to corporate representatives).

Electronic proxy appointment through CREST
CREST members who wish to appoint a proxy or proxies through the
CREST electronic proxy appointment service may do so by using the
procedures described in the CREST Manual. CREST personal members
or other CREST sponsored members, and those CREST members who
have appointed a service provider(s), should refer to their CREST
sponsor or voting service provider(s), who will be able to take the
appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST
service to be valid, the appropriate CREST message (a ‘CREST Proxy
Instruction’) must be properly authenticated in accordance with
Euroclear UK & Ireland Limited’s specifications, and must contain the
information required for such instruction, as described in the CREST
Manual (available via www.euroclear.com/CREST). The message,
regardless of whether it constitutes the appointment of a proxy or is
an amendment to the instruction given to a previously appointed proxy
must, in order to be valid, be transmitted so as to be received by the
issuer’s agent (ID RA19) by 11.30 am on 10 May 2010. For this purpose,
the time of receipt will be taken to be the time (as determined by the
time stamp applied to the message by the CREST Application Host)
fromwhich the issuer’s agent is able to retrieve themessage by enquiry
to CREST in themanner prescribed by CREST. After this time any change
of instructions to proxies appointed through CREST should be
communicated to the appointee through other means.

CRESTmembers and, where applicable, their CREST sponsors, or voting
service providers, should note that Euroclear UK& Ireland Limited does
not make available special procedures in CREST for any particular
message. Normal system timings and limitations will, therefore, apply
in relation to the input of CREST Proxy Instructions. It is the responsibility
of the CRESTmember concerned to take (or, if the CRESTmember is a
CREST personal member, or sponsoredmember, or has appointed a
voting service provider, to procure that his CREST sponsor or voting
service provider(s) take(s)) such action as shall be necessary to ensure
that amessage is transmitted bymeans of the CREST system by any
particular time. In this connection, CRESTmembers and, where
applicable, their CREST sponsors or voting system providers are referred,
in particular, to those Sections of the CRESTManual concerning practical
limitations of the CREST system and timings.

The Company may treat as invalid a CREST Proxy Instruction in the
circumstances set out in Regulation 35(5)(a) of the Uncertificated
Securities Regulations 2001.
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All members attending theMeeting have the right to ask questions.
The Companywill answer any question relating to the business
being dealt with at theMeeting. However, an answer need not
be given if to do sowould involve the disclosure of confidential
information, or if it is undesirable in the interests of the Company
or the good order of theMeeting that the question be answered.
The Companymay also answer a question by reference to
information already provided on the Company’s website.

Under Sections 338 and 338A of the Act, members meeting the
threshold requirements in those Sections (the “Requisitioning
Members”) have the right to require the Company (i) to give
to members of the Company entitled to receive notice of the
meeting, notice of a resolution which may properly be moved
and is intended to be moved by the Requisitioning Members at
the Meeting and/or (ii) to include in the business to be dealt
with at the Meeting any matter (other than a proposed
resolution) which may be properly included in the business at
the Meeting. A resolution may properly be moved or a matter
may properly be included in the business unless (i) (in the case of
a resolution only) it would, if passed, be ineffective (whether by
reason of inconsistency with any enactment or the Company’s
constitution or otherwise), (ii) it is defamatory of any person, or
(iii) it is frivolous or vexatious. Such a requisition may be in hard
copy, or electronic form, must identify the resolution of which
notice is to be given or the matter to be included in the business,
must be authenticated by the person(s) making it, must be
received by the Company not later than 30March 2010, being the
date six clear weeks before theMeeting, and (in the case of a
matter to be included in the business only) must be accompanied
by a statement setting out the grounds for the request.

Members satisfying the thresholds in Section 527 of the Act can
require the Company to publish a statement on its website
setting out any matter relating to (a) the audit of the Company’s
accounts (including the Auditors’ report and the conduct of
the audit) that are to be laid before the Meeting; or (b) any
circumstances connected with an auditor of the Company
ceasing to hold office since the last annual general meeting, that
the members propose to raise at the Meeting. The Company
cannot require the members requesting the publication to pay
its expenses. Any such statement must also be sent to the
Company’s auditors no later than the time it makes its
statement available on the website. The business which may
be dealt with at the Meeting includes any statement that the
Company has been required to publish on its website.

You may not use any electronic address provided in this Notice
to communicate with the Company for any purposes other than
those expressly stated.

Electronic communications – viruses
Please note that the Company takes all reasonable precautions to ensure viruses are not present in any electronic communication it sends
out. However, the Company cannot accept responsibility for loss or damage arising from the opening or use of any email or attachments
from the Company and recommends that the shareholders subject all messages to virus checking procedures prior to opening. Any electronic
communication received by the Company, including the lodgement of an electronic proxy form, that is found to contain any virus will not
be accepted.
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Directions to theAGM
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The 2010 AGMwill be held at the Royal Berkshire Conference Centre, Madejski Stadium,
Reading RG2 0FL at 11.30 am onWednesday 12May 2010. Themap shows the location of
the conference centre, and details of how to reach it are set out below.

By train

There will be a free bus service between
Reading Central Station (bus stop SI)
and the Madejski Stadium (journey
time approximately 15 minutes).

Alternatively, taxis are available from
the rank outside the main entrance
of Reading Central Station (journey
time approximately 10-15 minutes).

By car

From the M4 Junction 11, take the
A33 to Reading and follow the signs
to the Madejski Stadium (approximate
distance 1.9 miles).

From Reading Town Centre, take the
A33 and follow signs to the Madejski
Stadium andM4 (approximate distance
3.0 miles).

Free parking is available at the
Conference Centre.

The telephone number of the
Conference Centre is 0118 968 1333.

Refreshments

Tea and coffee will be available before
the Meeting. After the business of the
Meeting has been concluded, light
refreshments will be available.

Further information on BG Group
can be found at www.bg-group.com

For further directions to the Royal
Berkshire Conference Centre please
visit www.rbcc.org.uk

BG Group was formed following the
demergers of British Gas and BG plc.
Two other companies operate as a
result of the demergers: Centrica plc
and National Grid plc. More information
on the demerger of British Gas, including
contact information for Centrica and
National Grid can be found at:
www.bg-group.com/demerger

BG Group is not British Gas
BGGroup is not British Gas, the UK supplier of
gas, electricity and home services. The British Gas
business in the UK is owned and operated by
Centrica plc. Any British Gas service or shareholder
enquiriesmust be directed to Centrica plc, not
BGGroup. BGGroup cannot answer any questions
regarding the British Gas business in the UK at
the BGGroup Annual GeneralMeeting.

Natural gas is our business.

We are a leading natural
gas company in the global
energy market – operating
responsibly and delivering
value to our shareholders.

Map not to scale
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