United
Utilities

Statement of compliance with Section 42(C) of the Electricity Act 1989
(as amended by Section 61 of the Utilities Act 2000).

During the year ended 31 March 2004 remuneration has been
paid by United Utilities Electricity PLC (UUE PLC hereafter)

to the directors as a result of arrangements linking directors’
remuneration to levels of performance as respects service
standards in connection with activities subject to price
regulation.

For the purposes of this disclosure the UUE directors can be
split into three categories:

e  Group directors
e  Service Delivery directors
e Head of Electricity Regulation

At the start of each financial year, a bonus scheme is
implemented for all employees including directors.

The Group directors were paid no remuneration linked to
electricity service standards.

Through the Service Delivery bonus scheme, the Service
Delivery directors received remuneration linked to electricity
service standards. As part of the scheme their performance
was assessed against two electricity service standards. These
were to reduce the level of customer interruptions per 100
customers from 66.5 to 54.1 and secondly to reduce the level
of customer minutes lost from 67.7 to 54.6. Both of these
targets were achieved. In addition performance was assessed
against the level of written customer complaints.

The Head of Electricity Regulation received remuneration
linked to electricity service standards through his bonus. He
had five personal objectives one of which was to achieve the
targeted reduction in the level of customer interruptions and
customer minutes lost. This target was achieved.

The total payment made to Directors of UUE PLC in respect
of service standards in the year ended 31 March 2004 was
£18,003.

For the forthcoming year the Service Delivery Bonus Scheme
has been revised and continues to reflect the importance

of achieving electricity service standards. Performance will
again be assessed against a targeted reduction in the level of
customer interruptions and customer minutes lost. In addition,
the level of customer satisfaction will be assessed against the
industry average on the quality of telephone answering. The
overall number of objectives in the scheme has been reduced,
thereby increasing the proportion linked to electricity service
standards.

There are no revisions to the Bonus Scheme for Group
directors or for the Head of Electricity Regulation.



APPENDIX 1 - EXTRACT OF Section 42(C).

61. After section 42B of the 1989 Act there is inserted-
“Remuneration and service standards. 42C.

1)

©)

This section applies to any company which is authorised
by a licence to carry on activities subject to price
regulation.

As soon as reasonably practicable after the end of each
financial year of the company it must make a statement
to the Authority -

(a) disclosing whether or not remuneration has been paid
or become due during that financial year to the directors
of the company as a result of arrangements falling within
subsection (3); and

(b) where such remuneration has been paid or become
due, describing the arrangements and the remuneration.

Arrangements fall within this subsection if they are
arrangements for linking the remuneration of the directors
of the company to levels of performance as respects
service standards in connection with activities subject to
price regulation.

A description under subsection (2)(b) must include in
particular -

(a) a statement of when the arrangements were made;
(b) a description of the service standards in question;
(c) an explanation of the means by which the levels of
performance as respects those service standards are
assessed; and

(d) an explanation of how the remuneration was
calculated.

The statement required by subsection (2) must also
state -

(@) whether or not there are in force in respect of the
financial year during which the statement is made
arrangements falling within subsection (3); or

(b) if not, whether the company intends that such
arrangements will be in force at some time during that
financial year, and if there are, or it is intended that there
will be, such arrangements in force the statement must
describe those arrangements.

(6) A description under subsection (5) must -

(@) include in particular the matters listed in subsection
(4)(@), (b) and (c); and

(b) where the arrangements described are different
from any arrangements described under subsection
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(2)(b), state the likely effect of those differences on the
remuneration of each director of the company.

The statement required by subsection (2) must be made
to the Authority in such manner as may be required by
the Authority.

The statement required by subsection (2) -

(@) must be published by the company making the
statement in such manner as it reasonably considers will
secure adequate publicity for it; and

(b) may be published by the Authority in such manner as
it may consider appropriate.

The duty of a company under this section applies in
respect of any person who has at any time been a
director of the company.

(10) In this section -

“activities subject to price regulation”, in relation to any
company, are activities for which -

(@) a maximum price which may be charged by the
company, or a method for calculating such a maximum
price; or

(b) a maximum revenue which may be received by the
company, or a method for calculating such a maximum
revenue, is determined by or under the licence granted
under this Part;

“company” means a company within the meaning of the
Companies Act 1985 which is limited by shares;

“remuneration” in relation to a director of a company -

(@) means any form of payment, consideration or other
benefit (including pension benefit), paid or due to or in
respect of the director; and

(b) includes remuneration in respect of any of his services
while a director of the company;

“service standards” in relation to any company, means
standards relating to the quality of service received

by customers or potential customers of the company,
including any such standards which are -

(a) set by or under any conditions included in a licence
granted under this Part;

(b) prescribed by the Authority in regulations made under
section 39 or 39A;

(c) determined by the Authority under section 40 or 40A,
or

(d) set or agreed to by the company.”
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