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UNITED UTILITIES ELECTRICITY PLC

MANAGING DIRECTOR’S STATEMENT

Performance

The board is pleased to report another good set of financial results. Revenue increased by 9.3 per cent to £282.4
million, reflecting allowed price increases of 8.2 per cent above inflation. Operating profit before the impact of

restructuring costs increased to £152.5 million, up 19.0 per cent on last year, primarily reflecting the increase in
revenue and overall decreases in operating costs.

United Utilities Electricity continued to focus on maintaining the integrity, security and safety of its elettricity
distribution network and outputs are in line with its five year delivery plan. During the year the business replaced or
refurbished 221 kitometres of overhead lines and replaced 95 kilometres of underground cables. It also replaced or
refurbished 428 switchgear units and replaced 223 transformers in the twelve month period.

Electricity supplies were available for 99.99 per cent of the time during the financial year ended 2006, sustaining
the business’s high level of performance in managing the network to maintain constant supplies for consumers. All
the overall standards of performance set by the Gas and Electricity Markets Authority were achieved. Under the
regulatory interruptions incentive scheme, United Utilities Electricity 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 49.8%, out-performing the regulatory target for the year of 57.2. The average number of minutes for
which consumers were without supply was 47.5*, beating the regulatory target for the year of 39.8 minutes.
{Figures in this paragraph denoted by * are unaudited by Ofgem at the date of this report).

Stakeholders

We are comumitted to listening and responding to the needs of our different stakeholders: employees, customers,
investors, regulators and our commercial partriers. Understanding their requirements and then managing and
reporting our performance is ceniral to how we run our business. The comerstone of this approach is our employees
and I should like to thank all our employees for their continuing commitment and hard work.

The future

United Utilities Electricity maintains its strategic focus to improve efficiency and quality of service and we are well

placed to build on our current successes. We are on track to deliver continued performance improvement for all our
stakeholders during the period to 2010,

Coe Gl

Charlie Comish

Managing Director
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OPERATING AND FINANCIAL REVIEW

NATURE OF THE BUSINESS

Business Overview

United Utilities Electricity PLC is a public limited Company registered in England and Wales. The principal activity
of the Company and of United Utilities Electricity Group (“the Group™) is the operation of electricity distribution
assets.

United Utilities Electricity PLC is a subsidiary of United Utilities PLC. The activities of United Utilities Electricity
PLC are controlled through the United Utilities North West division. This division also controls the water and
wastewater assets owned by United Utilities Water PLC in north west England. Besides the operation of electricity
distribution assets, United Utilities PLC Group (“the UU Group”) is one of the largest operators of water and
wastewater systems in the UK. The UU Group also operates a gas network and provides multi-utility metering and
connections services. It is also a leading provider of outsourced business services and technology solutions.

The Group owns the distribution network which carries electricity from the National Grid along power lines to
consumers’ premises on behalf of the electricity supply companies who are United Utilities Electricity’s customers.
The income derived from the distribution business depends in part on changes in the demand for electricity by
consumers in north west England. 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, energy efficiency measures and other factors. The electricity distribution business is
a regulated business in which the average increase in charges, which a Company may impose in any year, is capped
by the electricity regulator (as described in more detail below). Accordingly, profit derived from the distribution
business also depends upon efficiency, achieved by reducing and controlling costs, and providing high standards of
service. Key performance measures for the business relate to quality of supply.

Electricity supplies were available for 99.99 per cent of the time during the financial year ended 2006, sustaining the
business’s high level of performance in managing the network to maintain constant supplics for consumers, All the
overall standards of performance set by the Gas and Electricity Markets Authority (the ‘electricity regulator’) were
achieved. Under the regulatory interruptions incentive scheme, United Utilities Electricity 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 49.8*, out-performing the regulatory target for the year of 57.2. The
average number of minutes for which consumers were without supply was 47.5%, beating the regulatory target for the
year of 59.8 minutes. (Figures in this paragraph denoted by * are unaudited by Ofgem at the date of this report).

Economic Regulation

The electricity industry is regulated wnder the Electricity Act 1989 (the ‘Electricity Act”), the Utilities Act 2000 (the
“Utilities Act’) and the Energy Act 2004 (the ‘Energy Act’) by the Gas and Electricity Markets Authority (GEMAY).
GEMA governs and acts through the Office of Gas and Eleciricity Markets {*Ofgem’). The Eleciricity Act, as
amended by the Utilities Act, requires all companies distributing electricity to be licensed unless they are covered by
an exemption. Economic reguiation pursuant to these licences is the responsibility of GEMA. GEMA also exercises
powers under UK competition legislation, most significantly the Competition Act 1998 and the Enterprise Act 2002.

The 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. United Utilities Electricity holds an clectricity
distribution licence that authorises it to distribute electricity anywhere in the country. Under that licence, United
Utilities distributes electricity across its distribution system covering an area in north west England comprising 2.3
million consumer premises. Licence conditions can be modified by GEMA 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.
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GEMA regulates electricity distribution charges by capping the average charges that a Company can impose in any
year. GEMA 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 and which can vary for each year of the review period. The size of a Company’s X factor (which can
be positive, negative or zero) reflects 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 20035-
10 review period, United Utilities Electricity was allowed a real (excluding inflation) price increase of 8.2 per cent in
2005/06 followed by constant real prices thereafter.

‘Price cap’ regulation in the industry 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
vears, after which time the benefit is passed to customers via the price setting process. The cost of any under-
performance due to poor management is borne by the companies. An incentive scheme was introduced by GEMA 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. GEMA consulted on its
approach to the incentive scheme as part of the price control review; including the form of the scheme, targets and
associated costs. It was agreed that the distribution network operators’ performance in those areas would continue to
be incentivised. Under the scheme, United Utilities Electricity 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,

Environmental regulation

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. United Utilities Electricity 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 United Utilities
Electricity’s operating area, and with the backing of Ofgem, the Company has undertaken work to assess the cost of
converting from overhead cables to underground cables in designated areas on aesthetic grounds. There is a small
allowance of £5 million allowed by Ofgem for such work over the period 2005-10,

United Utilities Electricity, in common with all other UK electricity companies, owns and operates pressure-assisted
high voltage cables. These cables are either filled with nitrogen gas or an insulating liquid. United Utilities operate
both types, having 620km of the latter type of cable. Cables of the latter type are pressurised with a light ‘oil’ type
fluid. In the main the fluid is biodegradable, although some older cables are pressured with a variety of fluid that is
not. The potential for loss into the environment of the fluid, due to leaks or third party damage, is recognised
nationally by all electricity companies and the Environment Agency (EA). In order to mitigate the effects of any
losses, United Utilities Electricity is party to a national code of practide agreement with the EA. In the last five
years, the Company has worked to minimise losses into the environment and has reduced annual loss to around 25kl
from a high of 48kl in 2000 - 2001. As part of the monitoring system, United Utilities Electricity has developed and
implemented a new software-based management system to identify and categorise leakage allowing rapid
deployment of resources to protect the environment.

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”. Interational bodies such as the World Health Organisation and the International Agency for Research on
Cancer and, in the UK, the National Radiological Protection Board (NRPB) have investigated this issue and have

s
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concluded that there is no established cansal link between EMFs and ill health. The NRPB was the body with
statutory responsibility for advising on EMFs until April 2005 when it was subsumed into the Health Protection
Agency (HPA), which has taken on its radiation protection functions.

In March 2001, the NRPB 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 precautionary approach, the NRPB 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 on Non-lonizing Radiation Protection (ICNIRP). In March 2004, the NRPB
recornmmended that the ICNIRP guidelines should be adopted. Most recently, a report published by the Childhood
Cancer Research Group (CCRG) 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.”

The independent Advisory group on Non-ionising Radiation (AGNIR), which reports to the Board of the HPA, has
issued several reports relating to EMFs, considering their possible link with an increased risk of cancer, including
childhood leukaemia. AGNIR consider there to be insufficient newly published research that would, at present,
justify the development of any update to the 2001 NRPB report.

United Utilities Electricity, in ling with other Energy Networks Association (ENA) member companies, carries out
its activities in accordance with Health Protection Agency guidance. The ENA is the trade association for electricity
companies in the UK. The ENA and its member companies are committed to responsible behaviour in the light of
the scientific evidence, including considering any appropriate precautionary actions. United Utilities Electricity
believes that present evidence does not justify any change in the electricity industry’s operating practices, or the
everyday utilisation of electricity by its customers, but United Utilities Electricity keeps this under review and looks
to the Health Protection Agency and UK government for advice on the issue,

RESOURCES

People

Good industrial relations remain a priority for United Utilities Electricity, The Group continues to recognise and
work in partnership with trade unions. A statement of principles governs the approach to labour relations across the
Group. 99 per cent of emplovees within the Group are represented by trade unions for collective bargaining
purposes under the terms of a voluntary collective agreement, underpinned by the ‘Together in Partnership’
agreement. This Partnership is continning to develop and is now being supported by joint training programmes,
which have been very well received. The relationships with key union players are maturing and the Group has
received positive feedback from the unions on the partnership approach.

United Utilities Electricity remains committed to maintaining high standards of health and safety in every area of its
business. The Group’s health and safety aims and objectives are integrated into the business planning processes.
Progress is monitored regularly at all levels throughout the business.

The Group is committed to improving its employees” skills through training and development and nurturing a culture
in which employees feel valued. The Group encourages employees to work to their full potential and respects the
dignity and rights of every employee and supports them in performing various roles in society. The Group is equally
committed to involving employees through open and regular communications about business developments and
issues of general interest, both formally and informally.
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The Group is committed to fulfilling its obligations in accordance with the Disability Discrimination Act 1995 and
best practice. The Group 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 Group 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.

Operating facilities

As at 31 March 2006, the Group’s facilities included 13,525 kilometres of overhead lines, 42,930 kilometres of
underground cables (operating at 132 kilovolts, 33 kilovolts, 25 kilovolts, 11 kilovolts, 6.6 kilovolts and 400/230
volts), 18,100 ground mounted substations and 16,730 pole mounted transformers. The Group 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, the Group has
statutory rights to seek the compulsory retention of a wayleave if termination is sought by the landowner/occupier.

In addition to the properties described above, the Group occupies various non-operational properties consisting
primarily of offices, depots, warehouses and workshops. These are either owned by the Company or leased. It is
anticipated that the Company will be able to negotiate renewals of any expiring leases, or relocate the relevant
facilitics, without having a material adverse impact on the Company.

PRINICIPAL RISKS AND UNCERTAINTIES

The board is responsible for the Group’s system of internal controls and for reviewing its effectiveness, Each year
management review all controls, including financial, operational and compliance controls and risk management
procedures. The internal control system is designed to manage, rather than to eliminate, the risk of failure to achieve
the Group’s business objectives and can only provide reasonable, and not absolute, assurance against material
misstatement or loss.

The key features of the internal control system are;

* a control environment with clearly defined organisation structures operating within a framework of policies and
procedures covering every aspect of the business;

+ comprehensive business planning, risk assessment and financial reporting procedures; including the annual
preparation of detailed operational budgets for the year ahead and projections for subsequent years;

* a bi-monthly board review of financial and non-financial performance to assess progress towards objectives;

+ regular monitoring of risks and control systems throughout the year, supported by the use of risks and issues
databases;

* a self-certification process, whereby management are required to confirm that the system of internal control is
operating effectively;

+ a UU Group internal audit function provides independent scrutiny of internal contro] systems and risk management
procedures;

» a bi-monthly risk management forum attended by senior management at which key risks are scrutinised;

*» an annual risk assessment exercise involving self-assessment by management of all business risks in terms of
impact, likelihood and control strength and an objective challenge of that assessment by the internal audit team;

* health and safety performance reviews carried out by our in-house safety professionals in addition to the normal
health and safety risk assessment and management processes carried out within each of the operating businesses;
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* centralised treasury operations operating within defined limits and subject to regular reporting requirements and
internal audit reviews; and

* established procedures, set out in a UU Group internal control manual, for planning, approving and monitoring
major capital expenditure, major projects which includes short and long-term project budgets, risk evaluation,
detailed appraisal and review procedures, defined authority levels and post-investment performance reviews,

There are a number of potential risks and uncertainties that could have a material impact on the Group’s long term
performance.

Revenue of the group’s regulated business is substantially influenced by the regulator, which could adversely
affect profitability

The revenue and profitability of the Group is substantially influenced by price limits established every five years by
the regulator. The price review for the Group covering the five-year period commencing on 1 April 2005 was
determined by the regulator in November 2004, The Group hes accepted this determination and has not exercised its
right to appeal adverse price determinations to the Competition Commission.

An adverse price determination may occur as a result of a number of factors, including an inadequate allowed cost of
capital or unrealistic regulatory assumptions concerning operating expenses, required capital expenditure and
revenue forecasts. Scope to re-open these price controls within the charging period is limited. Specific re-opening
provisions have been made, with effect from 1 April 2005, in relation to uncertain costs associated with specified
provisions of the Electricity Safety, Quality and Continuity Regulations 2002 (or amending / replacement
regulations), the New Roads and Street Works Act 1991 and the Traffic Management Act 2004,

Failure to deliver the capital investment programmes

The Group requires significant capital expenditure for additions to, or replacement of, plant and equipment for its
facilities and networks. The price limits set by Ofgem take into account the level of capital expenditure expected to
be incurred during the relevant five-year price review period and the associated funding costs. Historically, the
Group has financed the expenditures from cash flows from operations and from debt financing. There can be no
assurance that cash flows from operations will not decline, or that additional debt financing or other sources of
capital will be available to meet these requirements.

Failure to deliver operational performance or cost savings implicit in the regulatory review

Operating cost savings to be achieved during the current five-year regulatory period are implicit in the regulatory
review. To assist the achievement of these operating cost savings a business change programme is underway. If the
operating cost savings arc not achieved, or the business change programme is not delivered, then the Group’s
profitability would suffer. Similarly, if operational performance were to deteriorate, this may be reflected by less
favourable outcomes from future price reviews and the Group’s profitability would suffer.

Environmental regulations could increase the Group’s costs

Various government environmental protection and health and safety laws and regulations govern the electricity
distribution business. These laws and regulations establish, amongst other things, standards for quality of electricity
supply, which affect the Group’s operations. In addition, the Group is required to obtain various environmental
permissions from regulatory agencies for its operations. The Group endeavours to comply with all regulatory
standards. Should the Group fail to comply, it would face fines imposed by the courts or otherwise face sanction by
the regulators.
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Service interruptions

In addition to the capital investment programmes, the Group controls and operates the electricity distribution
network and undertakes maintenance of the associated assets with the objective of providing a continuous service.
Historically, there have been interruptions to the supply of services, such as the incident in January 2005 affecting
Cumbria and Lancashire, when a storm severely damaged the electricity network supply to 250,000 customers, but
the majority of interruptions relate to minor issues that are rectified promptly. However, the failure of a key asset
could cause a more significant interruption to the supply of services (in terms of duration or number of customers
affected), which may have an adverse effect on the Group’s operating results or financial position.

Pension scheme obligations may require the Group to make additional contributions to the schemes

The Group participates in a number of pension schemes. The schemes are funded defined benefit schemes and the
assets of the schemes are held in trust funds independent of Group finances. These schemes are controlled on a
United Utilities PLC Group level. The Group increased pension contribution rates to the United Utilities Pension
Scheme and the United Utilities Group of the Electricity Supply Pension Scheme in 2003/04 and the results of the
full actuarial valuation resuited in further increases being required to the United Utilities Pension Scheme and the
United Utilities Group of the Electricity Supply Pension Scheme from 1 April 2005. A one-off lump sum
contribution of £79.6 million was made by the Group on 31 March 2005. This contribution was calculated to equal
the value of the Group’s funding obligations to the schemes for the next five years (based on the actuarial valuation
as at 31 March 2004) and represents advance payment of certain employer contributions which would have been
made to the schemes during that period. As a consequence the Group’s proportion of the schemes were estimated to
have a combined pre-tax obligation of £1.8 million as at 31 March 2006, compared to a pre-tax obligation of £35.0
million at 31 March 2005. However, the Group continues to monitor the funding of the schemes and cannot
guarantee that during the next five years further contributions will not be required to eliminate continuing shortfalls
in the schemes. This may adversely affect the financial position of the Group. Should long-term investment returns
remain lower than the rate assumed by the actuaries in their pension scheme valuations, or interest rates reduce
further leading to an increased deficit, the profitability of the Group may be further adversely affected and the Group
required to increase its contributions to eliminate this under-funding. Currently, anticipated future pensions
contributions and a proportion of existing pension scheme deficits are recoverable through the price limits
established by Ofgem.

Operating risk

Managing the Group’s businesses is dependent upon the ability to process a large number of transactions efficiently
and accurately. Operational risk and losses can result from fraud, employee errors, failure to properly document
transactions or to obtain proper internal authorisation, failure to comply with regulatory requirements and business
principles, resource shortages, equipment failures, natura! disasters or the failure of external systems. Although the
Group has implemented risk controls and loss mitigation actions, and substantial resources are devoted to developing
efficient procedures and to staff training, it is only possible to be reasonably, but not absolutely, certain that such
procedures will be cffective in controlling each of the operational risks faced by the Group.

LONG TERM STRATEGY, BUSINESS OBJECTIVES AND PERFORMANCE

United Utilities Electricity PLC’s strategy is to outperform its regulatory contract (effective April 2005) pursuant to
which the Company operates the electricity distribution network.

The key objectives of United Utilities Electricity are to:

. deliver improved customer service through more efficient processes, systems and higher first time resolution;

. deliver sustainable operating and capital expenditure efficiencies; and
. enable its people to achieve their full potential.
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Good progress has already been made in meeting the efficiency challenges set by Ofgem. Successful delivery of the
capital investment programme is vital and the partnership framework approach that has been developed will help to
optimise the Company’s performance. The current strategy is to target customer service and operational
performance improvement. Overall the Company’s progress means that it has a strong platform from which to
develop.

Our progress on our strategic objectives is monitored by the Board of Directors by reference to key performance
indicators. Performance in 2005/06 against these measures is set out in the table below, together with the prior year
performance data.

Key performance indicators

2006 , 2005
Financial
£282.4m £258.4m
Operating profit before restructuring credit of £ 0.6m
(2005: cost £8.7m) £152.5m £128.2m
Profit before tax £103.0m £82.1m
Gearing ¥ 47% 63%
Interest cover @) 3.3 times 3.4 times
Capital expenditure £142.0m £150.8m
Non-financial
Average minutes for which customers were without supply © 475 515
Customer interruptions per 100 customers @ 49.8 47.0
Electricity supply availability 99.99% 99.99%

) Gearing is measured as borrowings net of cash and short-term deposits divided by total capital employed. Total
capital employed is shareholders’ equity plus borrowings net of cash and short-term deposits.

@ Interest cover is the number of times the net finance expense before the impact of IAS 39 is covered by operating
profit from continuing operations before restructuring costs and the impact of TAS 39.

) The minutes of supply lost per customer is an Ofgem measure calculated by taking the sum of the customer
minutes lost for all restoration stages for all incidents and dividing by the number of connected customers as at 30
September each year. The 2006 figure is still to be audited by Ofgem. The 2005 figure excludes an exceptional
storm experienced in January 2005.

% 2006 figure is unaudited by Ofgem at the date of this report.
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Financial Review

Revenue increased by 9.3 per cent to £282.4 million in 2005/06, largely due to an allowed real price increase of 8.2
per cent in the year. Operating profit (excluding the impact of exceptional restructuring costs in 2004/05) increased
by 19.0 per cent to £152.5 million in 2005/06, primarily reflecting the increase in revenue and overall reductions in
operating costs. Capital investment for the year was £142.0 million (2004/05: £150.8 million). This is within the
regulatory allowance for the year and reflects the re-phasing of expenditure from the first year of the capital
programmes to future years. Capital expenditure is likely to peak at around £150.0 million in the fourth vear of the
five-year programme,

The most significant fransaction undertaken by the Company with its shareholder was an equity injection of £160.0
million on 22 March 2006 (generated via the second stage of a rights issue by United Utilities PLC that raised a total
of £508 million in the period).

Dividend and dividend policy

Following the introduction of ‘IAS10 — Events after the Balance Sheet Date’, the Company no longer recognises a
proposed final dividend in its current year figures (see note 1(a)). In 2005/06, United Utilities Electricity dividends
recognised in the period were £50.8 million. This figure represents a dividend payment relating to the financial year
2004/05 of £39.1 million, and an interim payment in 2005/06 of £11.7 million.

The Company’s dividend policy is to distribute the theoretical maximum consistent with the 5 year regulatory
contract. The earnings available for distribution comprise the return on equity assumed by the regulatory contract
plus or minus any out-performance or under-performance over the period of the contract. Annual distributions are
based on this policy.

Business Performance

United Utilities Electricity continued to focus on maintaining the integrity, security and safety of its electricity
distribution network and outputs are in line with its five-year delivery plan. During the year, the business replaced or
refurbished 221 km of overhead lines and replaced 95 km of underground cables. It also replaced or refurbished 428
switchgear units and replaced 223 transformers in the 12 month period.

Business Impacts

To ensure that higher levels of performance continue to be achieved following the acceptance of Ofgem final price
determinations in December 2004, initiatives have been put in place to improve efficiency and reduce cost:

. there has been increased focus on work planning, scheduling and field force productivity, and a new mobile
communications system has been implemented; and

) a number of transformation initiatives have been developed, which are primarily focused around
implementing a range of business process changes to improve the way the business operates; and

. the Group is continuing o increase its focus on service and performance levels, and new programmes and
initiatives are being introduced to link remuneration and performance for all staff; and

. additionally, UU Group has a number of initiatives in place to leverage its increasing size and achieve

additional efficiencies, particularly in the area of procurement.

The capital investment partnership framework approach is now embedded into the business. A range of integrated
work teams have been set up to help reduce project management costs. A new project and investrnent management
system to support delivery of the capital programmes is now up and running and benefits have also been realised
through relocation of activities, shared systems and greater collaboration through the supply chain.
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