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ELECTRICITY NORTH WEST LIMITED

CHIEF EXECUTIVE OFFICER’S STATEMENT

Key Events

On the 1™ April 2007 United Utilities plc (“UU™) adopted a new operating model to manage its electricity
distribution network by separating its asset operations and maintenance from the functions of asset ownership and
management. Asset ownership and management remained as United Utilities Electricity PLC (‘the Company?), with
a new company, United Utilities Electricity Services Limited (‘UUES’} providing the asset operations and
maintenance services through an Asset Services Agreement. The aim is to increase our focus on performance
management and support the sharing of best practice and knowledge across the business.

Subsequently, United Utilities Electricity Limited was sold and renamed Electricity North West Limited. The key
events in this sale process were:

¢ UU announced the intention to sell the Company on 5 June 2007.
e  On 31 August 2007, the Company went through re-incorporation from a PLC to a Limited company.

e  On 23 November 2007, UU announced the sale of the Company at an enterprise value of £1.782 billion, to
North West Electricity Networks Limited. Shortly before the completion of that sale, UUES was sold to another
subsidiary of UU for £45m. '

s The sale of the Company was completed on 19 December 2007 and on 20 December 2007 the Company
changed its name to Electricity North West Limited (“ENW").

Since 19 December 2007 the Company has been the sole operating company within a group of companies of which
the ultimate holding company is North West Electricity Networks (Jersey) Limited.

Performance

The Board is pleased to report a satisfactory set of results for the 2007/08 financial year. Revenue increased by over
2 per cent to £322.6 million, reflecting allowed price increases of 8 per cent resulting from under-recoveries of
allowed revenue in previous years and the increase in RPI in the year. Operating profit before the impact of
restructuring costs of £4.8 million (2007: credit £0.6 million) increased to £180.9 million, up 3.1 per cent on last
year, primarily reflecting the increase in revenue.

ENW’s focus on maintaining the integrity, security and safety of its electricity distribution network and outputs is in
line with its five year delivery plan. During the year the business replaced or refurbished 277 kilometres of overhead
lines and replaced 108 kilometres of underground cables. It also replaced or refurbished 533 switchgear units and
replaced 141 transformers. '

Electricity supplies were available for 99.99% of the time during the financial year ended 31 March 2008, sustaining
the business’s high level of performance in managing the network to maintain constant supplies for consumers.
Under the regulatory interruptions incentive scheme, ENW has been set network performance targets for the number
and duration of customer supply interruptions.

The average number of interruptions per 100 consumers per annum was 50.7*, out-performing the regulatory target
for the year of 57.1. The average number of minutes for which consumers were without supply was 48.2 minutes®,
beating the regulatory target for the year of 56.4 minutes. (Figures denoted by * are draft subject to Ofgem audit and
exclude severe storms in accordance with Ofgem rules).

Corporate Strategy

Under its new ownership, ENW continues its strategic focus on enhancing the value of the business through
investment, and improving the efficiency and quality of service delivered through an Asset Services Agreement with
UUES under which the latter both maintains and operates the network to ENW’s specification and provides capital
investment delivery and connections services as well as a number of other less significant services. We are on track
to deliver better performance for all our stakeholders during the period to 2010,

Commercial strategy is discussed in more detail in the Business Review on page 3.
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Stakeholders

We are committed to listening and responding to the needs of our different stakeholders: employees, customers,
investors, regulators and our commercial partners. Understanding their requirements and then managing and
reporting our performance is central to how we run our business. The cornerstone of this approach is our employees
and I would like to thank them for their continuing commitment and hard work, particularly through the sale process
earlier this year.

The board places great importance on the quality, accuracy and reliability of information on both financial and non-
financial matters that we provide to our regulators. Such information is subject to rigorous internal checks, review
and sign off before it is submitted.

The Future

Over the last year the creation of our new business medel separating out the Asset Owner activities into ENW, with a
formal contract with UUES for operations and capitat delivery, has enhanced the performance and value of ENW in
a number of ways. Firstly, ENW has dedicated senior executive attention on the commercial, regulatory and
financial strategy of ENW, leading the strategy for the long-term development of the asset base. Secondly, the
alignment of ENW and UUES’s performance objectives through the new agreement has increased the awareness of,
and incentives to improve, performance, customer service, and cost efficiency.

ENW is well equipped and well-placed in its preparations for the next price review which will take effect in April
2010.

Edin Cooke, Managing Director of the Company throughout the 2007/08 financial year, left us at the end of May
2008 to pursue other interests. We wish him well in his new endeavours. He had been associated with the UU
electricity business for many years, his most notable achievements being to reorganise the business on more efficient
lines following his appointment as Chief Operating Officer and latterly, as reported above, to lead the development
of the asset owner role, play a leading part in the separation of asset services into United Ultilities Electricity Services
Limited and leading the management team through the sale process. To Edin goes the credit for the reported progress
during the year. 1 joined the company on the 23" April 2008 as the interim Chief Executive in anticipation of Eéin’s
departure and look forward to managing the Company until a new CEO is in post

AL b

Michael Hughes
Chief Executive Officer
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BUSINESS REVIEW

NATURE OF THE BUSINESS

Business overview

ENW (‘the Company’} is a private limited company registered in England and Wales. The principal activity of the
Company is the distribution of electricity in the north west of England. '

Business description

The electricity industry in the UK consists of four distinct components: generation, transmission, distribution and
supply (see figure 1 — UK electricity market components). The majority of electricity distribution services are
provided by regional distribution companies, each with its own service area. These are based on the UK electricity
distribution companies in England, Scotland and Wales. The electricity market is regulated by the Gas and
Electricity Markets Authority (the Authority), which governs and acts through the Office of Gas and Electricity
Markets (‘Ofgem’). In the electricity market, suppliers contract with generators (for wholesale power) and with
transmission and distribution network businesses (for delivery services), in order that they can provide energy to
final consumers.

Figure 1 UK electricity market components  Figure 2 UK electricity distribution companies
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ELECTRICITY NORTH WEST LIMITED

BUSINESS REVIEW

Electricity Distribution Summary

The Company owns the main electricity distribution network in northwest England which carries electricity from the
National Grid along power lines to consumers’ premises on behalf of the electricity supply companies who are
ENW?’s main customers. Annual revenue is currently driven, in part, by the volume of electricity distributed. The
income derived from the distribution business therefore depends currently, in part, on changes in the demand for
electricity by consumers in North West England, and also from generators who have been connected to ENW’s
network under contracts agreed since 1 April 2005. Demand for electricity is affected by such factors as growth and
movements in population, social trends, economic and business growth or decline, changes in the mix of energy
sources used by consumers, weather conditions and energy efficiency measures. The electricity distribution business
is a regulated business in which the average revenue from charges, which a company may collect in any year, is
capped by the electricity regulator (as described in more detail below). Accordingly, profit derived from the
distribution business of ENW also depends upon efficiency, achieved by reducing and controlling costs, and
providing high standards of service.

Key nen-financial performance measures for the business relate to quality of supply. Electricity supplies were
available for 99.99% of the time during the financial year ended 31 March 2008, sustaining the business’s high level
of performance in managing the network to maintain constant supplies for consumers. Under the regulatory
Interruptions Incentive Scheme, ENW has been set network performance targets for the number and duration of
customer supply interruptions. Although we have still outperformed regulatory targets, performance in the past year
has been adversely affected by a few high impact events on the grid and primary distribution systems. The average
number of interruptions per 100 consumers per annum was 50.7*, out-performing the regulatory target for the year of
57.1. The average number of minutes for which consumers were without supply was 48.2 minutes*, beating the
regulatory target for the year of 56.4 minutes. (Figures denoted by * are draft subject to Ofgem audit and exclude
severe storms in accordance with Ofgem rules).

Regulation
Economic Regulation

The electricity industry in Great Britain is regulated under the Electricity Act 1989 (the ‘Electricity Act’), the
Utilities Act 2000 (the “Utilities Act’) and the Energy Act 2004 (the ‘Energy Act’). The Electricity Act, as amended
requires all companies distributing electricity to be licensed unless they are covered by an exemption. Economic
regulation pursuant to these licences is the responsibility of the Gas and Electricity Markets Authority (GEMA) who
act through an executive office, Ofgem. Ofgem also exercises powers on behalf of GEMA under UK competition
legislation, most significantly the Competition Act 1998 and the Enterprise Act 2002.

The UK government awarded electricity distribution licences in 2001. The licences continue in force for an
indefinite period, subject to potential termination rights as set out below, ENW holds an electricity distribution
licence that authorises it to distribute electricity anywhere in Great Britain, Under that licence, ENW distributes
electricity across its distribution system covering an area in North West England comprising 2.3 million consumer
premises. Restrictions included within the electricity distribution licence include:

*  anon-discrimination obligation;

e restrictions on the payment of dividends. The board of directors must provide a certificate of compliance before
declaring dividends, affirming they are satisfied that the business is complying with relevant licence obligations
including that it has sufticient resources and that the making of the distribution will not cause it to be in material
breach of any of the obligations in the future;

e restrictions on dealing with associated companies. The consent of Ofgem is required before lending any funds
to an associated company and all transactions with associated companies must be on an arm’s length basis,
without cross subsidy;

e ring-fencing of financial and management resources of the licensed business; and

» restriction on the disposal of any asset forming part of the distribution system.
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Economic regulation (continued)

Licence conditions can be modified by Ofgem either with the agreement of the licensee (or, in the case of standard
conditions, with the agreement of the requisite proportion of licensees) or following reference to the Competition
Commission for a decision on public interest grounds. The licence can be terminated on 25 years’ notice given by
the Secretary of State.

Ofgem regulates electricity distribution charges by capping the average charges that a company can impose in any
year. Ofgem conducts a periodic review and sets price caps every five years. This price cap is set by reference to
inflation as measured by the retail price index in the UK plus an adjustment factor known as “X* which is specific to
each company. The size of a company’s X factor (which can be positive, negative or zero) and the change at the start
of a price control period to the opening revenue value (defined as P, change) reflect the scale of its capital
investment programme, its cost of capital and its operational and environmental obligations, together with scope for
it to improve its efficiency. The last periodic review was completed at the end of 2004 and covers the period from 1
April 2005 to 31 March 2010. For the 2005-10 review period, ENW was allowed a real (excluding inflation) P,
price increase of 8.2 per cent in 2005/06 followed by constant real prices thereafter (i.e. the X factor = zero).

Price cap regulation as operated in the UK is performance based. Companies are incentivised to be efficient, both in
terms of their operating costs and in the implementation of their capital expenditure programme. The benefit of any
efficiency savings achieved through effective management is retained by the companies for a period of up to five
years, after which time the benefit is passed to customers via the price setting process. The cost of any under
perfermance due to poor management is borne by the companies. An incentive scheme was introduced by Ofgem in
April 2002 which provided greater focus on three specific service areas: number of interruptions to customers’
supplies; length of those interruptions; and quality of the telephone response to customers. Ofgem consulted on its
approach to the incentive scheme as part of the price control review and again in 2006; including the form of the
scheme, targets and associated costs. It has been agreed that the distribution network operators’ performance in
those areas will continue to be incentivised until the end of the next price control period (31 March 2015). Under
the scheme, ENW is subject to annual rewards and penalties depending upon its performance against pre-specified
targets. Both rewards and penalties under the incentive scheme are capped at 3.0 per cent of annual revenues.

Under the terms of their licences, electricity distribution network operators (‘DNOs”) must produce and implement
charging methodologies for both connection to and use of their distribution systems. The methodologies are required
to set out the principles and methods by which charges will be calculated. The methodologies must be approved by
Ofgem.

Ofgem published its first consultation document for the 2010 price review on 28 March 2008, with responses to the
consultation to be returned by 23" June 2008.

Electricity metering services

In 2007 Ofgem consulted on licence modifications that were intended to clarify the obligations on DNOs with
respect to electricity metering services after the price controls on the provision of new and replacement meters and
meter operation services expire on 31 March 2007. The effect of the modifications was to make clear that from 1
April 2007, the regulatory price cap would be retained only for the rental of electricity meters installed prior to 31
March 2007. Other metering services would no longer form part of the definition of a distribution business and
DNOs that wish to provide new or replacement meters or meter operation services must do so through a separate
subsidiary. As a result of this change, ENW ceased the provision of meter operation services from 30 June 2007.
ENW continues to earn revenue for the rental of our legacy stock of installed metering assets. This revenue is
governed by a separate price control from the control of distribution system charging.
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Environmental regulation
Under grounding of Overhead Lines

All electricity companies have a general duty under the Electricity Act to have regard to the desirability of
environmental preservation and conservation and the protection of Sites of Special Scientific Interest when they
formulate proposals for development. ENW may be required to carry out an environmental assessment when it
intends to lay cables, construct overhead lines or carry out any other development in connection with its licensed
activities. In response to discussions with environmental organisations in. ENW’s operating area, and with the
backing of Ofgem, the company has embarked on a programme of converting from overhead cables to underground
cables in designated areas on aesthetic grounds. For the DPCR4 period (2005-2010), Ofgem has allowed companies
to ‘log-up’ the efficiently incurred costs of undertaking this work, in ENW’s case, to 2 maximum of £5 million over
the period. The first of these schemes was completed in October 2006 and others are in progress. Sufficient work
has now been identified to fully invest the Ofgem allowance.

High voltage cables

ENW, in common with all other UK electricity companies, owns and operates pressure-assisted high voltage cables,
These operate at voltages of 33,000 and 132,000 volts. These cables are either filled with nitrogen gas or light oil.
ENW operates both types, having 568 kilometres of the latter type of cable. In the main, the oil is biodegradable,
although some older cables are pressurised with a variety of oil that is not. The potential for less into the
environment of the oil, due to leaks or third party damage, is recognised nationally by all electricity companies and
the Environment Agency (EA) and is an issue concerning waste disposal and pollution law. In order to mitigate the
effects of any losses, ENW is party to a national code of practice agreement with the EA. Over the last six years, the
company has worked to minimise losses into the environment and has reduced annual loss to around 34.9m’ in
2007/08 from a high of 74m® in 2001/02.

Sulphur hexafluoride (SFg) management

SF¢ is a gas with excellent electrical insulation and other properties, which has led to its widespread use in electrical
switchgear. However, there is concern regarding the SF, that escapes into the atmosphere as SF; is a potent
greenhouse gas, with a greenhouse warming potential of 22,204 times that of carbon dioxide. The Kyoto Protocol to
the Climate Change Convention has recognised the need to curb emissions of all greenhouse gases, including SF,.

ENW's strategy is to accurately record levels of leakage, to replace equipment at high leakage rate sites and to
review and develop future targets. The company is working with the electricity industry and manufacturers to
continue developing vacuum and solid insulation for switchgear, and so work towards eliminating the use of SF;
switchgear.

The annual leakage of SFg, as recorded at 1 April 2008 and reported to the Environment Agency, equates to 431kg,
or 2.35% of the total mass of SF; controlled by ENW of 18,350kg. ENW is not currently aware of any requirements
or proposals that will result in the Company being required to reduce leakage or otherwise increase costs, although
we are monitoring the situation closely through the Energy Networks Association.
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Distributed generation and demand patterns

Apart from the largest offshore projects, low-carbon generation sources from renewables and combined-heat-and
power (CHP) are typically of an appropriate scale to connect to distribution networks. New generators may
sometimes require new connections, network reinforcement or changes in the use of existing network. Serving
generator customers is currently a small business component but is set to grow in the future. The last two years have
shown increasing government policy interest in this area and this is likely to continue eg Renewables Obligation
reform, DBERR/Ofgem review of distributed energy, easing of planning restrictions for micro-generation, on-site
renewables targets set by local planning authorities for new developments, changes to building regulations, future
action to implement EU renewable energy and electricity targets.

As a result, ENW has reviewed its forecasts of generator connections at all scales - from large projects through
intermediate scale developments to micro-generation. 232 MW of generation was connected between 1 April 2005
and 31 March 2008. In the next two years, a further 380MW is expected from offshore wind and gas projects and
150 MW from onshore projects. From 2005 to 2015 it is expected that total connected generation will have risen
from 1GW to around 2.7GW, but with a significant shift in later years to a much larger number of small renewable
and CHP schemes distributed over a wider area.

The growth in distributed generation consists of a mixture of export-led projects (large wind and biomass) for which
new network is generally required and demand-offset projects at locations of new and existing electricity demand.
Together with schemes to encourage carbon emissions reduction related to energy use, such as CERT (Carbon
Emissions Reduction Target — on energy suppliers to reduce domestic emissions) and CRC (Carbon Reduction
Commitment — on larger energy users), there could be a reduction of units distributed in the long-term. ENW is
working to influence Ofgem through the price control mechanism so that this does not have a negative effect on the
Company’s revenue. Local demand growth is likely to continue in areas of urban development eg housing growth as
suggested by the North West Regional Spatial Strategy.

Electric and magnetic fields

The possibility that electric and magnetic fields (‘EMFs’) may cause adverse health effects has been a topic of
debate and research for many years. Over the last 20 years, major research programmes throughout the world have
explored whether EMFs have an adverse impact on health. A large epidemiological study — the UK Childhood
Cancer Study — reported in December 1999 that there was “no evidence that exposure to magnetic fields associated
with the electricity supply in the UK increases risk for childhood leukaemia, cancers of the nervous system, or any
childhood cancer”. International bodies such as the World Health Organisation (‘WHO’) and the International
Agency for Research on Cancer and, in the UK, the Health Protection Agency (*"HPA”) (which has subsumed the
former National Radiological Protection Board) continue to investigate this issue and have concluded that there is no
established causal link between EMFs and ill health.

In March 2001, the HPA published a review of the state of the science and concluded “for the vast majority of
children in the UK there is now considerable evidence that the EMF levels to which they are exposed do not increase
the risk of leukaemia or other malignant disease”. However, it also noted that the possibility remains that intense and
prolonged exposure to magnetic fields can increase the risk of leukaemia in children but the epidemiological
evidence is currently not strong enough to justify a firm conclusion that such fields cause leukaemia in children.

In the spirit of the precauttonary approach, the HPA published in May 2003 a consultation document on how to limit
exposure to EMFs and, in particular, on whether the UK should adopt the more stringent exposure guidelines of the
International Commission for Non-lonising Radiation Protection (‘ICNIRP"). In March 2004, the HPA
recommended that the ICNIRP guidelines should be adopted. A report published by the Childhood Cancer Research
Group (‘CCRG’) in 2005 strengthened the evidence that childhood leukaemia rates are slightly higher near power
lines, but leaves the question of what causes this more confused than before, stating that: “There is no accepted
biological mechanism to explain the epidemiological results; indeed, the relation may be due to chance.”
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Electric and magnetic fields (continued)

The independent Advisory Group on Non-lonising Radiation (*AGNIR”), which reports to the HPA, has issued
several reports relating to EMFs, considering their possible link with an increased risk of cancer. The most recent
AGNIR report on EMFs published in February 2006 concluded that the evidence does not support the hypothesis
that exposure to EMFs is associated with an increased risk of breast cancer and that, although it is inconclusive, it
does not appear that EMFs affect the hormone melatonin (a reduction in which can lead to breast cancer). The
report gave recommendations for further research to be carried out.

In spite of the official view of bodies like the HPA and the WHO, there continues to be significant lobbying by
pressure groups concerned about the alleged effects of public electricity infrastructure on health. In 2005, a cross
industry all stakeholder group on the issue was set up in the UK. It is known as the Stakeholder Advisory Group on
Extra Low Frequency EMFs (‘SAGE’). Although SAGE was initiated by National Grid plc, it has now been taken
up by the Department of Health, and essentially reported to the Department of Health and the government on EMF
issues in relation to health. The industry is represented on SAGE by the National Grid and by the Energy Networks
Association of which ENW is a member.

The SAGE report was passed to the Department of Health in April 2007. The balance of advice in the SAGE report
supports the status quo, although given the breadth of views necessarily aired in the process, other options which
could drive significant costs for the industry (such as the maintenance of building-free corridors around power lines)
have had their merits reviewed. However it will be for government to decide on the appropriate response to
stakeholder concerns, and ENW does not currently expect any real shift from the status quo to emerge. So far it is
known that the Government has consulted the Heaith Protection Agency on the SAGE recommendations, and it is
believed that Government departments are looking at the practicalities of implementing the SAGE recommendations.
There is no indication that the Government will implement anything beyond the SAGE recommendations, at most.
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Commercial
New Operating Model

We have adopted a revised operating model to formally separate asset ownership from asset operations, maintenance
and capital delivery. This has been done through the creation of a new operating company, United Utilities
Electricity Services Limited (“UUES”), which has operated since 1 April 2007 with clearly defined cost targets and
performance incentives. UUES is a wholly owned subsidiary of United Utilities PLC.

ENW benefits from an Asset Services Agreement (ASA) with UUES which operates the assets and delivers the
capital programme on ENW’s behalf. The ASA allows ENW to focus on its asset ownership strategy while
mitigating a portion of the operational risk.

The separation of ENW and UUES responsibilities is shown at a high level in the following diagram:
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Asset Services Agreement (ASA}

The ASA establishes a long-term partnership with aligned goals between ENW and UUES with ENW focused on
strategy and high level policy direction. UUES focus on network operations, capital delivery, customer service and
safety. UUES has efficiency plans in place to meet and outperform ENW’s initial pre-separation business plan

The ASA commenced 1 April 2007 for an eight year term, with the target cost in 2010-2015 based upon Ofgem’s
allowances during DPCRS. In the event that UUES can not achieve the reset opex allowance for the period 2010 -
2015, then the ASA has a break clause enacted by either party.

The ASA is a target cost contract with pain/gain incentives shared between both ENW and UUES. UUES is also
incentivised on a basket of customer service and asset performance key performance indicators.

Resources
Employee Engagement

Good employee engagement remains a priority for ENW. The move to an asset owner and service provider model,
with a smaller number of staff directly employed, emphasises the need to attract and retain high quality, experienced
staff. The period of transition through the sale was a key risk point that the business managed well with little attrition
and an independently verified level of employee engagement at 77%. As the business model matures the company
will continue to develop its approaches with a particular emphasis on appropriate career development for staff.
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Resources (continued)
Health and safety

ENW remain committed to maintaining high standards of health and safety in every area of their business and is in
full alignment with the HSE ‘Revitalising Health and Safety’ strategy. Since the establishment of the ASA, ENW is
no longer responsible for the health & safety of UUES employees, which now resides entirely with UUES. Key
perfermance indicators are in place within the ENW business and through the Asset Services Agreement with
ENW’s Asset Services Provider, and progress is monitored regularly at all levels throughout the business. As a
utility business, the risk profile remains broad with major and minor construction projects and contractor
management playing a key part. ENW works closely with both the Asset Service Provider and the electricity
industry through the Energy Networks Association Health and Safety Groups to ensure focus and priority is
maintained in this vital area. ENW as the Asset Owner has a mainly office based organisation and appropriately
there have been no reportable accidents. The comparison with previous years reporting uses the accident figures for
the Asset Service Provider who had 7 accidents in 2008 (2007: 10) (representing a rate of 5.8 per 1,000 employees)
which were reportable under the Reporting of Injuries, Diseases and Dangerous Occurrences Regulations
(“RIDDOR"), showing a reduction of over 36% to the previous year’s rate of 10.3 per 1,000 employees. There have
been a total of 38 accidents in 2008 of which 15 were lost time accidents and 7 of those reportable under RIDDOR.

Training and development

The Company encourages employees to work to their full potential and is committed to improving its employees’
skills through training and development and nurturing a culture in which employees feel valued. As indicated
previously this will be a particular focus for the business going forward, particularly to ensure the skills in the
business reflect the changing requirements of the company.

Dignity and equality

The Company respects the dignity and rights of every employee and supports them in performing various roles in
society. The Company also challenges prejudice and stereotyping. The Company encourages a collegiate working
style in which all opinions are valued.

Employees with disabilities

The Company is committed to fulfilling its obligations in accordance with the Disability Discrimination Act 1995
and best practice. As an equal opportunities employer, the Company gives equal consideration to applicants with
disabilities in its employment criteria and will modify equipment and working practices wherever it is safe and
practical to do so, both for new employees and for those employees that are disabled during the course of their
employment. Additionally, the Company is committed to providing full support and appropriate training for
employees who become disabled during the course of their employment so that they can continue to work in a
position appropriate to their experience and abilities.

Operational Assets

As at 31 March 2008, ENW’s facilities included 13,028 kilometres of overhead lines, 44,408 kilometres of
underground cables (operating at 132 kilovolts, 33 kilovolts, 25 kilovolts, 11 kilovolts, 6.6 kilovolts and 400/230
volts), 18,242 ground mounted substations and 16,243 pole mounted transformers (Asset counts subject to
confirmation as part of Regulatory Reporting process). ENW holds wayleaves which entitle it to run lines and cables
through and across private land and in some circumstances these can be terminated by the landowner or occupier
upon notice pursuant to the Electricity Act. However, ENW has statutory rights to seek the compulsory retention of
a wayleave if termination is sought by the landowner/occupier. ENW does not anticipate that any significant
relocation of these facilities will be required, although any relocation of a major portion of these facilities would
have a material adverse effect on its business and financial position. Ground mounted substations are situated on
properties either owned by ENW or held under lease. Pole mounted transformers are generally held under wayleave
agreements. ENW anticipates that it will be able to negotiate lease renewals on satisfactory terms or relocate
equipment so that the non-renewal of any such leases would not have a material adverse effect upon ENW.
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