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Item 1.01 Entry into a Material Definitive Agreement
EXECUTIVE COMPENSATION

On February 16, 2006, the Compensation Committee of the Board of Directors (the “Compensation Committee”) of Unitil Corporation (the “Registrant” or the
“Company”) approved the 2006 quantitative performance criteria for executive officers under the Management Incentive Plan (the “Incentive Plan”) (filed as
Exhibit 10.13 to the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 1998). Under the Incentive Plan, executive officers can
receive a bonus if the Company meets certain quantitative and qualitative goals.

For 2006, the Compensation Committee established the quantitative performance criteria as:

1)
2)

3)

4)
5

6)

Earnings Per Share — the achievement of a stipulated level of earnings per share

Reliability — the achievement of a certain level of reliability performance as determined in accordance with the utility industry’s SAIDI (System
Average Interruption Duration Index) standard

Customer Satisfaction — the achievement of a stipulated level of customer satisfaction as measured by direct customer feedback by means of a
customer satisfaction survey distributed during the year and compared to the current national benchmark for residential customers

Three-Year Average Return On Equity — the achievement of return on equity measured against same-year performance of peer utility companies

Operations and Maintenance (“O&M?”) Cost Per Customer — the achievement of O&M cost per customer measured against same-year performance
of peer utility companies

Residential Rates — the achievement of residential rates measured against same-year performance of peer utility companies

Target bonuses are established at the beginning of the year as a percentage of base salary, with the actual percentage of base salary earned as a bonus determined
by the Compensation Committee following the end of the year. Each executive officer’s target bonus is set by the relative level of his or her position when
compared to other electric and gas utility companies. The Compensation Committee may adjust the payout for unique circumstances that occur during the year
based upon the Compensation Committee’s evaluation of how well the Company capitalizes on unplanned opportunities and responds to unforeseen problems.
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