
Corporate governance report
Appendix 1: Directors’ remuneration policy (abridged)

This appendix to the directors’ remuneration report sets out an abridged version of the remuneration policy for the company which was 
approved by shareholders at the AGM on 26 July 2019. The policy took effect from the data of approval and is intended to apply until the 
2022 AGM.

In the interests of clarity, the report includes some minor annotations to additionally show, where appropriate, how the policy will be 
implemented in 2021/22. A full version of the shareholder approved policy can be found in the annual report and financial statements for 
the year ended 31 March 2019.

OVERVIEW OF REMUNERATION POLICY

The company’s remuneration arrangements are designed to promote the long-term success of the company. The company does not pay 
more than is necessary for this purpose. The committee recognises that the company operates in the North West of England in a regulated 
environment and therefore needs to ensure that the structure of executive remuneration reflects both the practices of the markets in which 
its executives operate, and stakeholder expectations of how the company should be run.

The committee monitors the remuneration arrangements to ensure that there is an appropriate balance between risk and reward and that the 
long-term performance of the business is not compromised by the pursuit of short-term value. There is a strong direct link between incentives 
and the company’s strategy, and if the strategy is delivered within an acceptable level of risk, senior executives will be rewarded through the 
annual bonus and long-term incentives. If it is not delivered, then a significant part of their potential remuneration will not be paid.

The committee understands that listening to the views of the company’s key stakeholders plays a vital role in formulating and implementing 
a successful remuneration policy over the long term. The committee thus actively seeks the views of shareholders and other key 
stakeholders to inform the development of the remuneration policy, particularly where any changes to policy are envisaged.

Although employees are not consulted directly on executive remuneration policy, employee engagement surveys are carried out 
annually and regular discussion takes place with union representatives on matters of pay and remuneration for employees covered by 
collective bargaining or consultation arrangements. The committee takes into account the general base salary increase and remuneration 
arrangements, including pension provision, for the wider employee population when determining remuneration policy for the executive 
directors. Processes are in place for the committee to review and consider any remuneration-related matters that may arise from the 
activities undertaken by the board to take account of the ‘employee voice’.

POLICY TABLE FOR DIRECTORS

Base salary

Purpose and link to strategy: To attract and retain executives of the experience and quality required to deliver the company’s strategy.

Operation Maximum opportunity

Normally reviewed annually, typically effective 1 September.

Significant increases in salary should only take place infrequently, 
for example where there has been a material increase in:

• the size of the individual’s role;

• the size of the company (through mergers and acquisitions); or

• the pay market for directly comparable companies (for example, 
companies of a similar size and complexity).

On recruitment or promotion to executive director, the committee 
will take into account previous remuneration, and pay levels for 
comparable companies, when setting salary levels. This may lead 
to salary being set at a lower or higher level than for the previous 
incumbent.

Current salary levels are shown in the annual report on 
remuneration.

Executive directors will normally receive a salary increase broadly in 
line with the increase awarded to the general workforce, unless one 
or more of the conditions outlined under ‘Operation’ is met.

Where the committee has set the salary of a new hire at a discount 
to the market level initially, a series of planned increases can be 
implemented over the following few years to bring the salary to the 
appropriate market position, subject to individual performance.

Performance measures
None
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Pension

Purpose and link to strategy: To provide a level of benefits that allow for personal retirement planning.

Operation Maximum opportunity

Executive directors are offered the choice of:

• a company contribution into a defined contribution pension 
scheme;

• a cash allowance in lieu of pension; or

• a combination of a company contribution into a defined 
contribution pension scheme and a cash allowance.

The maximum opportunity is aligned to the approach available to 
the wider workforce, currently:

• up to 14 per cent of salary into a defined contribution scheme;

• cash allowance of broadly equivalent cost to the company 
(up to 14 per cent of salary less employer National Insurance 
contributions at the prevailing rate, i.e. up to 12 per cent of base 
salary for 2019/20); or

• a combination of both such that the cost to the company is 
broadly the same.

For executive directors appointed to role before 26 July 2019 a 
cash allowance of 22 per cent of salary is payable. Their pension 
arrangements will be aligned to the wider workforce as part of the 
next policy review.

Performance measures
None

Benefits

Purpose and link to strategy: To provide market competitive benefits to help recruit and retain high-calibre executives.

Operation Maximum opportunity

Provision of benefits such as:

• health benefits;

• car or car allowance;

• relocation assistance;

• life assurance;

• group income protection;

• all employee share schemes (e.g. opportunity to join the 
ShareBuy scheme);

• travel; and

• communication costs.

Any reasonable business-related expenses can be reimbursed (and 
any tax thereon met if determined to be a taxable benefit).

Executives will be eligible for any other benefits that are introduced 
for the wider workforce on broadly similar terms and additional 
benefits might be provided from time to time if the committee 
decides payment of such benefits is appropriate and in line with 
emerging market practice.

As it is not possible to calculate in advance the cost of all benefits, 
a maximum is not predetermined.

Performance measures
None
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Annual bonus

Purpose and link to strategy: To incentivise performance against personal objectives and selected financial and operational KPIs that are 
directly linked to business strategy. Deferral of part of bonus into shares aligns the interests of executive directors and shareholders.

Operation Maximum opportunity

A maximum of 50 per cent of bonus awarded paid as cash.

A minimum of 50 per cent of bonus awarded deferred into company 
shares under the Deferred Bonus Plan (DBP) for a period of at least 
three years.

DBP shares accrue dividend equivalents. Not pensionable.

Bonuses and DBP shares are subject to recovery provisions in  
certain negative circumstances including: material misstatement 
of audited financial results; an error in the calculation; or gross 
misconduct.

Additionally, withholding provisions can apply to DBP shares in cases 
of: serious reputational damage; serious failure of risk management; 
or other circumstances that the committee may determine.

Maximum award level of up to 130 per cent of salary, for the 
achievement of stretching performance objectives.

Performance measures
Payments predominantly based on financial and operational 
performance.

Targets and weightings set by reference to the company’s financial 
and operating plans.

Bonus outcomes are subject to the committee being satisfied that 
the company’s performance on the measures is consistent with 
underlying business performance and individual contributions. The 
committee will exercise discretion on bonus outcomes if it deems 
necessary.

100 per cent of maximum bonus potential for stretch performance; 
up to 50 per cent of maximum for target performance; and up to 
25 per cent of maximum for threshold performance. No payout for 
below- threshold performance.

 

Long Term Plan (LTP)

Purpose and link to strategy: To incentivise long-term value creation and alignment with the long-term interests of shareholders, 
customers, and other stakeholders.

Operation Maximum opportunity

Awards under the Long Term Plan are rights to receive company 
shares, subject to certain performance conditions.

Each award is measured over at least a three-year performance 
period.

An additional holding period applies after the end of the three- year 
performance period so that the total vesting and holding period is  
at least five years.

Vested shares accrue dividend equivalents.

Shares under the LTP are subject to recovery and withholding 
provisions in certain negative circumstances, including: material 
misstatement of audited financial results; an error in the calculation; 
or gross misconduct.

Additionally, withholding provisions can apply in cases of: serious 
reputational damage; serious failure of risk management;  
or other circumstances that the committee may determine.

The normal maximum award level will be up to 130 per cent of 
salary per annum.

The overall policy limit is 200 per cent of salary. It is not anticipated 
that awards above the normal level will be made to current 
executive directors and any such increase on an ongoing basis will 
be subject to prior consultation with major shareholders.

Performance measures
The two performance conditions are Return on Regulated Equity 
and a basket of customer measures. The weighting of each of these 
two components is 50 per cent.

Any vesting is subject to the delivery of the dividend policy during 
the respective performance period, and the committee being 
satisfied that the company’s performance on these measures is 
consistent with underlying business performance. The committee 
will exercise discretion on LTP outcomes if it deems it necessary.

The committee retains discretion to set alternative performance 
measures for future awards but will consult with major shareholders 
before making any changes to the currently applied measures.

100 per cent of awards vest for stretch performance; and up to 25 
per cent of awards vest for threshold performance. No awards vest 
for below-threshold performance.
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Non-executive directors’ fees and benefits

Purpose and link to strategy: To attract non-executive directors with a broad range of experience and skills to oversee the development 
and implementation of our strategy.

Operation Maximum opportunity

The remuneration policy for the non-executive directors (with 
the exception of the Chairman) is set by a separate committee 
of the board. The policy for the Chairman is determined by the 
remuneration committee (of which the Chairman is not a member).

Fees are reviewed annually taking into account the salary increase 
for the general workforce and the levels of fees paid by companies 
of a similar size and complexity. Any changes are normally effective 
from 1 September. Additional fees are paid in relation to extra 
responsibilities undertaken, such as chairing certain board sub-
committees, and to the senior independent non-executive director.

In exceptional circumstances, if there is a temporary yet material 
increase in the time commitments for non-executive directors, 
the board may pay extra fees on a pro rata basis to recognise the 
additional workload.

No eligibility for bonuses, long-term incentive plans, pension 
schemes, healthcare arrangements or employee share schemes.

The company repays any reasonable expenses that a non-executive 
director incurs in carrying out their duties as a director, including 
travel, hospitality-related and other modest benefits and any tax 
liabilities thereon, if appropriate.

Current fee levels are shown in the annual report on remuneration.

The value of benefits may vary from year to year according to the 
cost to the company.

Performance measures
Non-executive directors are not eligible to participate in any 
performance-related arrangements.

Notes to the policy table - selection of measures and targets
Performance measures for the annual bonus are selected annually to align with the company’s key strategic goals for the year and reflect 
financial and operational performance. ‘Target’ performance is typically set in line with the business plan for the year, following rigorous 
debate and approval of the plan by the board. Threshold to stretch targets are then set based on a sliding scale on the basis of relevant 
commercial factors.

Only modest rewards are available for delivering threshold performance levels, with rewards at stretch requiring substantial 
outperformance of the business plan. Details of the measures used for the annual bonus are given in the annual report on remuneration.

The current Long Term Plan (LTP) measures were selected by the committee following an extensive review and shareholder consultation 
in 2018/19. These measures are considered to align with the company’s key strategic goals and be closely linked to the creation of long- 
term shareholder value. LTP targets are set taking into account a number of factors, including reference to market practice, the company 
business plan and analysts’ forecasts where relevant. The LTP will only vest in full if stretching business performance is achieved.

ANNUAL BONUS AND LONG-TERM INCENTIVES –  
FLEXIBILITY, DISCRETION AND JUDGEMENT

The committee will operate the company’s incentive plans according to their respective rules and consistent with normal market practice, 
the Listing Rules and HMRC rules where relevant, including flexibility in a number of regards.

These include making awards and setting performance criteria each year, dealing with leavers, and adjustments to awards and performance 
criteria following acquisitions, disposals, changes in share capital and to take account of the impact of other merger and acquisition activity. 

The committee retains discretion within the policy to adjust the targets, set different measures and/or alter weightings for the annual 
bonus plan, pay dividend equivalents on vested shares up to the date those shares can first reasonably be exercised and, in exceptional 
circumstances, under the rules of the long-term incentive plans to adjust performance conditions to ensure that the awards fulfil their original 
purposes (for example, if an external benchmark or measure is no longer available). All assessments of performance are ultimately subject to 
the committee’s judgement. Any discretion exercised, and the rationale, will be disclosed in the annual remuneration report.

All historic awards that were granted under any current or previous share schemes operated by the company and remain outstanding 
remain eligible to vest based on their original award terms.
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ALIGNMENT OF EXECUTIVE DIRECTOR REMUNERATION WITH  
THE WIDER WORKFORCE

The remuneration approach is consistently applied at levels below the executive directors. Key features include:

• market competitive levels of remuneration, incentives and benefits to attract and retain employees;

• employees at all levels participate in a bonus scheme with the same corporate performance measures as for executive directors; and

• all employees have the opportunity to participate in the HMRC-approved share incentive plan, ShareBuy.

At senior levels, remuneration is increasingly long-term, and ‘at risk’ with an increased emphasis on performance-related pay and share- 
based remuneration.

SCENARIOS FOR TOTAL REMUNERATION

The charts below show the payout under the remuneration policy for each executive director under four different scenarios. 

Steve Mogford CEO 
£’000s

1)

2)

Fixed

Target

3) Maximum

4) Maximum plus 
50% share 

price growth

0 500 1,000 1,500 2,000 2,500 3,000 3,500

27.9% 28.8% 28.8% 14.4% 3,495

32.6% 33.7% 33.7% 2,991

49.2% 25.4% 25.4% 1,983

100% 976

Phil Aspin CFO
£’000s

1)

2)

Fixed

Target

3) Maximum

4)

0 200 400 600 800 1,000 1,200 1,400 1,600 1,800

Maximum plus 
50% share 

price growth

26.2% 29.5% 29.5% 14.8% 1,761

30.7% 34.6% 34.6% 1,501

47.0% 26.5% 26.5% 981

100% 461

Notes on the scenario methodology:

• ‘Fixed’ is base salary effective 31 March 2021 
plus the applicable cash allowance in lieu of 
pension and the value of benefits as shown 
in the single total figure of remuneration 
table for 2020/21;

• ‘Target’ performance is the level of 
performance required for the annual bonus 
and Long Term Plan to pay out at 50 per 
cent of maximum;

• ‘Maximum’ performance would result in 100 
per cent vesting of the annual bonus and 
Long Term Plan (i.e. 260 per cent of salary 
in total);

• ‘Maximum performance plus 50 per cent 
share price growth’ shows maximum 
performance plus the impact on the Long 
Term Plan of a hypothetical 50 per cent 
increase in the share price;

• Annual bonus includes amounts 
compulsorily deferred into shares;

• Long Term Plan is measured at face value, 
i.e. no assumption for dividends or changes 
in share price (except in the fourth scenario); 
and

• Amounts relating to all-employee share 
schemes have, for simplicity, been excluded 
from the charts.

Fixed

Annual bonus

Long Term Plan

Additional Long Term Plan value if share price grows by 50 per cent
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SHAREHOLDING GUIDELINES

The committee believes that it is important for each executive director to build and maintain a significant investment in shares of the 
company to provide alignment with shareholder interests. Shareholding guidelines are therefore operated and the details of how these are 
currently applied are provided in the annual report on remuneration. With effect from 19 May 2020 the guidelines were updated to include 
post-employment shareholding requirements as outlined on page 176.

EXTERNAL DIRECTORSHIPS

The company recognises that its executive directors may be invited to become non-executive directors of other companies outside the 
company and exposure to such non-executive duties can broaden experience and knowledge, which would be of benefit to the company. 
Any external appointments are subject to board approval (which would not be given if the proposed appointment was with a competing 
company, would lead to a material conflict of interest or could have a detrimental effect on a director’s performance). Directors will be 
allowed to retain any fees received in respect of such appointments.

SERVICE CONTRACTS AND LETTERS OF APPOINTMENT

Executive directors’ service contracts are subject to up to one year’s notice period when terminated by the company and at least six 
months’ notice when terminated by the director.

The policy on payments for loss of office is set out on the next page.

The Chairman and other non-executive directors have letters of appointment rather than service contracts. Their appointments may be 
terminated without compensation at any time. All non-executive directors are subject to re-election at each AGM.

Copies of executive directors’ service contracts and non-executive directors’ letters of appointment are available for inspection at the 
company’s registered office during normal hours of business and will be available at the company’s AGM. Copies of non-executive 
directors’ letters of appointment can be viewed on the company’s website.

APPROACH TO RECRUITMENT REMUNERATION

The remuneration package for a new executive director would be set in accordance with the terms of the company’s approved 
remuneration policy in force at the time of appointment.

Buy-out awards
The committee may offer additional cash and/or share-based elements (on a one-time basis or ongoing) when it considers these to be in the best 
interests of the company (and therefore shareholders). Any such payments would be limited to a reasonable estimate of value of remuneration 
lost when leaving the former employer and would reflect the delivery mechanism (i.e. cash and/or share-based), time horizons and whether 
performance requirements are attached to that remuneration. Shareholders will be informed of any such payments at the time of appointment.

Maximum level of variable pay
The maximum level of long-term incentives that may be awarded to a new executive director will be limited to the maximum Long Term 
Plan limit of 200 per cent of salary per annum on an ongoing basis. Therefore, the maximum level of overall variable pay that may be 
offered will be 330 per cent of salary (i.e. 130 per cent annual bonus plus 200 per cent Long Term Plan) per annum on an ongoing basis. 
These limits are in addition to the value of any buyout arrangements which are governed by the policy above.

In the case of an internal appointment, any variable pay element awarded in respect of the prior role would be allowed to pay out 
according to its terms, adjusted as relevant to take into account the appointment. In addition, any other previously awarded entitlements 
would continue, and be disclosed in the next annual report on remuneration.

Base salary and relocation expenses
Base salary levels for new executive directors will be set in accordance with the policy, taking into account the experience of the individual recruited. 
The committee has the flexibility to set the salary of a new appointee at a discount to the market level initially, with a series of planned increases 
implemented over the following years to bring the salary to the appropriate market position, subject to individual performance in the role.

The committee may agree that the company will meet certain relocation and/or incidental expenses as appropriate.

Annual bonus performance conditions
Where a new executive director is appointed part way through a financial year, the committee may set different annual bonus measures 
and targets for the new executive director from those used for other executive directors (for the initial part-year only).

Appointment of non-executive directors
For the appointment of a new Chairman or non-executive director, the fee arrangement would be set in accordance with the approved 
remuneration policy in force at that time. Non-executive directors’ fees are set by a separate committee of the board; the Chairman’s fees 
are set by the remuneration committee.

Stock Code: UU. Annual Report and Financial Statements for the year ended 31 March 2021 187

G
O

V
ER

N
A

N
C

E



Corporate governance report
Appendix 1: Directors’ remuneration policy (abridged)

PAYMENT FOR LOSS OF OFFICE

The circumstances of the termination, including the individual’s performance and an individual’s duty and opportunity to mitigate losses, 
are taken into account in every case. Our policy is to stop or reduce compensatory payments to former executive directors to the extent 
that they receive remuneration from other employment during the compensation period. A robust line on reducing compensation is applied 
and payments to departing employees may be phased to mitigate loss. Our policy is shown in the table below:

Provision Summary terms

Compensation for loss of office • An executive director’s service contract may be terminated without notice and without any further 
payment or compensation, except for sums earned up to the date of termination, on the occurrence 
of certain contractually specified events such as gross misconduct.

• No termination payment if full notice is worked.

• Otherwise, a payment in respect of the period of notice not worked of basic salary, plus pension and 
car allowance for that period.

• Half of the termination payment will be paid within 14 days of date of termination.

• The other half will be paid in monthly instalments over what would have been the second half of 
the notice period. This will be reduced by the value of any salary, pension contribution and car 
allowance earned in new paid employment in that period.

Treatment of annual bonus  
on termination

• A time prorated bonus may be payable for the period of active service; however, there is no 
automatic entitlement to payments under the bonus scheme. Any payment is at the discretion of the 
committee and is subject to recovery and withholding provisions as detailed in the policy table.

• Performance targets would apply in all circumstances.

Treatment of deferred bonus  
on termination

• Determined on the basis of the relevant plan rules. Full details can be found on the company’s 
website.

• Deferred bonuses are subject to recovery and withholding provisions as detailed in the policy table.

• The default treatment is that any outstanding awards will vest in full on the normal vesting date with 
no time prorating applying.

Treatment of unvested long-
term incentives on termination

• Determined on the basis of the relevant plan rules. Full details can be found on the company’s 
website.

• Normally, any outstanding awards will lapse on date of cessation of employment (if that occurs 
during the performance period).

• However, under the rules of the plans, in certain prescribed circumstances, such as death, disability, 
mutually agreed retirement or other circumstances at the discretion of the committee, ‘good leaver’ 
status can be applied. In these circumstances, a participant’s awards vest on a time prorated basis 
subject to the satisfaction of relevant performance criteria, with the balance of awards lapsing. 
The committee retains the discretion not to time prorate if it is inappropriate to do so in particular 
circumstances. The committee will take into account the individual’s performance and the reasons 
for their departure when determining whether ‘good leaver’ status can be applied.

Treatment of pensions on 
termination

• On redundancy, an augmentation may apply in relation to benefits accrued under a United Utilities 
defined benefit pension scheme, in line with the trust deed and rules of the appropriate section.

Outplacement services, reimbursement of legal costs and any other incidental expenses may be provided where appropriate. Any statutory 
entitlements or compromise claims in connection with a termination of employment would be paid as necessary. Outstanding savings/ 
shares under all-employee share plans would be transferred in accordance with the terms of the plans as approved by HMRC.

Change of control
On a change of control, executive directors’ incentive awards will be treated in accordance with the rules of the applicable plans. In summary:

• Bonus payments will take into account the extent to which the performance measures have been satisfied between the start of the 
performance period and the date of the change of control, and the value will be prorated to reflect the same period.

• Deferred bonuses will generally vest on the date of a change of control, unless the committee permits (or requires) awards to roll over 
into equivalent shares in the acquirer.

• Long Term Plan awards will generally vest on the date of a change of control taking into account the extent to which any performance 
condition has been satisfied at that point. Time prorating will normally apply unless the committee determines otherwise.
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Award date

Awards held
at 1 April

2020
Granted in

year
Vested
in year

Lapsed/
forfeited in

year

Notional
dividends

accrued in
year(1)

Awards
held at 

31 March
2021(1)

Steve Mogford
Shares not subject to performance conditions at 31 March 2021
DBP 16.6.17 47,238 – 47,238 – – –
DBP 18.6.18 52,014 – – – 2,443 54,457
DBP 17.6.19 49,262 – – – 2,314 51,576
DBP(2) 17.6.20 – 38,742 – – 1,819 40,561
LTP 30.6.15 66,320 – 66,320 – – –
LTP 28.6.16 74,647 – – – 3,556 78,203
LTP 27.6.17 116,535 – – 15,282 5,387 106,640
ShareBuy matching shares(3) 1.4.20 to 31.3.21 43 39 43 – – 39
Subtotal 406,059 38,781 113,601 15,282 15,519 331,476
Shares subject to performance conditions at 31 March 2021
LTP 25.6.18 137,582 – – – 6,464 144,046
LTP 28.6.19 126,893 – – – 5,961 132,854
LTP(4) 30.11.20 – 112,097 – – 1,705 113,802
Subtotal 264,475 112,097 – – 14,130 390,702
TOTAL 670,534 150,878 113,601 15,282 29,649 722,178
Russ Houlden

Shares not subject to performance conditions at 31 March 2021
DBP 16.6.17 29,640 – 29,640 – – –
DBP 18.6.18 32,626 – – – 1,531 34,157
DBP 17.6.19 30,929 – – – 1,452 32,381
DBP(2) 17.6.20 – 24,469 – – 1,148 25,617
LTP 30.6.15 41,869 – 41,869 – – –
LTP 28.6.16 47,112 – – – 2,244 49,356
LTP 27.6.17 73,574 – – 9,648 3,401 67,327
ShareBuy matching shares(3)      1.4.20 to 31.3.21 43 13 56 – – –
Subtotal 255,793 24,482 71,565 9,648 9,776 208,838
Shares subject to performance conditions at 31 March 2021
LTP 25.6.18 86,888 – – 19,264 3,177 70,801
LTP 28.6.19 80,143 – – 44,459 1,675 37,359
Subtotal 167,031 – – 63,723 4,852 108,160
TOTAL 422,824 24,482 71,565 73,371 14,628 316,998
Phil Aspin
Shares not subject to performance conditions at 31 March 2021
DBP 17.6.20 – 4,069 – – 190 4,259
LTP 27.6.17 8,762 – 8,524 1,241 1,003 –
ShareBuy matching shares(3)      1.4.20 to 31.3.21 43 40 43 – – 40
Subtotal 8,805 4,109 8,567 1,241 1,193 4,299
Shares subject to performance conditions at 31 March 2021
LTP 25.6.18 10,398 – – – 488 10,886
LTP 28.6.19 9,730 – – – 456 10,186
LTP(4) 30.11.20 – 57,842 – – 880 58,722
Subtotal 20,128 57,842 – – 1,824 79,794
TOTAL 28,933 61,951 8,567 1,241 3,017 84,093

(1) Note that these are subject to performance conditions where applicable.

(2) See page 168 for further details.

(3) Under ShareBuy, matching shares vest provided the employee remains employed by the company one year after grant. During the year Steve Mogford 
purchased 200 partnership shares and was awarded 39 matching shares (at an average share price of 904.9 pence per share). Russ Houlden purchased 67 
partnership shares and was awarded 13 matching shares (at an average share price of 893.2 pence per share). Phil Aspin purchased 199 partnership shares 
and was awarded 40 matching shares (at an average share price of 904.9 pence per share).

(4) See page 170 for further details.
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UK tax policies and objectives

Consistent with our wider business objectives, 
we are committed to acting in a responsible 
manner in relation to our tax affairs.

Our tax policies and objectives, which are 
approved by the board on an annual basis, 
ensure that we:

• only engage in reasonable tax planning 
aligned with our commercial activities 
and we always comply with what we 
believe to be both the letter and the 
spirit of the law;

• do not engage in marketed, aggressive 
or abusive tax avoidance;

• do not use tax havens for tax avoidance 
purposes and always seek to declare 
profits in the place where their 
economic substance arises;

• are committed to an open, transparent 
and professional relationship with 
HMRC based on mutual trust and 
collaborative working; and

• maintain a robust governance and risk 
management framework to ensure that 
these policies and objectives are fully 
complied with and applied at all levels.

We expect to fully adhere to the HMRC 
framework for co-operative compliance. 

Our Chief Financial Officer (CFO) has 
responsibility for tax governance with 
oversight from the board. The CFO is 
supported by a specialist team of tax 
professionals with many years of tax 
experience within the water sector and  
led by the Head of Tax.

The Head of Tax has day-to-day 
responsibility for managing the group’s 
tax affairs and engages regularly with 
key stakeholders from around the group 
in ensuring that tax risk is proactively 
managed. Where appropriate, he will 
engage with both external advisers and 
HMRC to provide additional required 
certainty with the aim of ensuring that any 
residual risk is typically low. All significant 
tax issues are reported to the board 
regularly.

Consistent with the group’s general risk 
management framework, all tax risks are 
assessed for the likelihood of occurrence 
and the negative financial or reputational 
impact on the group and its objectives, 
should the event occur. In any given 
period, the key tax risk is likely to be the 
introduction of unexpected legislative 
or tax practice changes which lead to 
increased cash outflow which has not 
been reflected in the current regulatory 
settlement. The group is committed to 
actively engaging with relevant authorities 
to actively manage any such risk.

In any given year, the group’s effective cash 
tax rate on underlying profits may fluctuate 
from the standard UK rate mainly due to 
the available tax deductions on capital 
investment. These deductions are achieved 
as a result of utilising tax incentives, 
which have been explicitly put in place 
by successive governments precisely to 
encourage such investment. This reflects 
responsible corporate behaviour in relation 
to tax.

Under the regulatory framework the group 
operates within, the majority of any benefit 
from reduced tax payments will typically 
not be retained by the group but will pass 
to customers; reducing their bills. For 
2020/21, the impact of tax deductions on 
capital investment alone reduced average 
household bills by around £20.

The group’s principal subsidiary, United 
Utilities Water Limited (UUW), operates 
solely in the UK and its customers are 
based here. All of the group’s profits 
are taxable in the UK (other than profits 
relating to the group’s 35 per cent holding 
in Tallinn Water which are fully taxable in 
Estonia on distribution). 

We completed the sale of our investment 
in Tallinn Water in March this year. In 
addition, the group’s other remaining 
overseas subsidiary company, a dormant 
company resident in Thailand, where the 
group had historic trading operations, was 
formally dissolved in February this year.

Every year, the group pays significant 
contributions to the public finances on 
its own behalf as well as collecting and 
paying further amounts for its 5,000 strong 
workforce. Details of the total payments 
for 2021 of around £258 million are set out 
below.

Taxes/contributions to public finances for 2021

Total taxes and contributions to public finances

£258m
£91m

Business rates

Corporation tax

Employment taxes: 
company

Employment taxes: 
employees

Environmental taxes 
and other duties

Regulatory services fees (e.g. 
water extraction charges)

£48m £10m £31m£24m £54m
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The above tax policy disclosure meets 
the group’s statutory requirement under 
Paragraph 16(2) of Schedule 19 of Finance 
Act 2016 to publish its UK tax strategy for 
the year ended 31 March 2021.

See our website for our latest separate 
annual tax report, which includes further 
details in relation to the following key 
areas:

• How much tax we pay;

• How we ensure that we pay the right 
tax at the right time; and

• How we ensure that our tax affairs are 
transparent for all our stakeholders.

Recognising the group’s ongoing 
commitment to paying its fair share of 
tax and acting in an open and transparent 
manner in relation to its tax affairs, we 
were delighted to have retained the Fair 
Tax Mark independent certification for a 
second year, having been only the second 
FTSE 100 company to be awarded the Fair 
Tax Mark in July 2019. 
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