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Directors’ report
The directors present therr directors’ report and financial statements for the year ended 31 March 2010
Results and dividends

The profit before taxation was £40 mullion (2009 loss £14 million) [In 2010 the Company earned fees totalling £47 mutlion
under Management & Operations (M&O) contracts with the Nuclear Decommussioning Authonty (NDA) (2009 £19 mullion)
Ttus tepresented 94% of the available fee pool as a result of the Company’s petformance against the NDA’s performance-based
mitiatives (PBI’s) and efficiency targets (2009 100%)

The profit for the year, after taxaton, amounted to £36 mullion (2009 loss £2 milon) Following a capital restructuring
completed on 6 April 2009, an interim dividend of £11,475,999 was declared on 21 May 2009 for the year ended 31 March 2009
(2008 £ml) and paid to the shareholder on 28 May 2009 A final dividend of £1,159,000 was declared on 23 July 2009 (2008
£mil) and paid to the shareholder on 30 July 2009

Interim dividends totalling £17,400,000 have been paid for the year ending 31 March 2010 as follows-

Date declared Amounts, £ Date paid to sharcholder
23 July 2009 1,200,000 30 July 2009

14 September 2009 3,200,000 17 September 2009

10 December 2009 7,000,000 14 December 2009

28 January 2010 2,000,000 5 February 2010

18 March 2010 4,000,000 22 March 2010

No dividends were declared or paid during the year ended 31 March 2009
Principal activities, review of the business and future developments

Prior o 31 March 2003, the principal activity of the Company was to provide ouclear clean-up, decommussioming and
environmental services together with nuclear facilhity management and operations to the government

From 1 April 2005, the Energy Act 2004 crealed the Nuctear Decommussioning Authority (NDA) to secure the operation,
decommusswoning and clean up of designated nuclear sites The principal role of the Company 1s to operate nuclear sites under
site icence and operation contracts with the NDA  This includes nuclear facility management and operations, and managing the
customer interface between the company and utilities, both in the UK and overseas, that send used fuel to Sellafield for recycling

Al costs incurred by the Company i the performance of the Management and Operations (M&O) contracts are reimbursed by
the NDA, unless they are specificatly disallowable under the contract The Company puts 1n place advance agreements with the

NDA to obtaen pre-approval of certain items of expenditure, to ensure that the expenditure 15 allowable under the terms of the
M&O contracts

The directors” aim 1s (o operate the nuclear sites safely and earn a significant percentage of the available fee pool from the NDA.
Research and development

All research and development costs, £85 muliron (2009 £73 mullion), relate to the Company and are directly recoverable from
the NDA, as explained 1n accounting policy note 2 3f

Policy and practice on payment of creditors

The Company has conuinued its commutment to the Prompt Payers Code of Practice drawn up by the Confederstion of British
Indusiry (CBI), with rigorous momitoring of payment performance Copies of the Code are available from CBI, Centre Point, 103

New Oxford Street, London, WC1A 1DU  Over the year 95% (2009 95%) of invorices subrmtted against the standard payment
terms of 30 days net monthly were pa:d on time.
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Directors’ report (continued)

Directors

The direciors who held office during the year were as follows
Mr W G Poulson (Managing Director)

Dr G T Wright

Mt G D Bevendge

Ms F Williams

Mr P Foster

Mr P Grefenstelte (resigned 23 July 2009)

Mr D Becker (appointed 23 July 2009)

Lord Clark of Windermere

Sir Paul Lever

Rear Admural T C Chittenden

Secretary

Mr P J Holland (resigned 10 December 2009)

Mr C L Fudler (appomnted 10 December 2009)

None of the directors who held office at the end of the financial year had any disclosable 1nterest in the shares of the Company

According to the register of directors’ interests, no rights to subscribe for shares in or debentures of the Company were granted to
any of the directors or thewr immediate famulies, or exercised by them, duning the financial year

Directors’ and officers’ liability insurance

Durectors’ and officers’ hiability insurance ts provided, covering inter aha the defence costs of civil legal proceedings and the
damages resulung from the unsuccessful defence of such proceedings excepl, 1n each case, to the extent that a Director or Officer
acted fraudulently or dishonestly

Directors’ Indemnities

As at the date of this report, the Company entered into Deeds of Indemnity with each of the Directors These indemnities are
qualifying third party indemnity provisions for the purposes of the Compantes Act 2006 (UK)

Political and charitable contributions

The Company made no political contnibutions during the year (2009 £nl) Donations to UK charities amounted to £6 9 nullion
(2009 £29 milhon), which includes £57 mullion (2009 £19 million) to support West Cumbiian economuc regeneration
imtiatives  Payments of £2 6 nullion have been made under contract from the NDA (2009 £2 6 mullion), while the remaining
payments of £4 3 mullion (2009 £300,000) are disallowable costs under the M&O contract

Employees

The Company attaches importance to the involvement of 1ts employees m the Company’s development and has continued 1its
previous practice of keeping them informed on matters affecting them as employees and on the various factors affecting the
performance of the Company Employee representatives are consulted regulacly on a wide range of matters affecting the current
and future interests of the employees

Empleyee involvement in the performance of the Company 1s encouraged through various bonus and remuneration schemes.

The Company 1s commutted to & policy of equal opportunities for all employees Great care 1s exercised 1 our tecrurtment and
selection procedures to ensure that there 1s no discrimination and that training 1s given to meet individual needs  Applications by
people with disabilites are given full and fair consideration and wherever practical, provision 15 made for their special needs
The same critena for traiming and promotion apply to people with disabilities as to any other employee If an employee becomes
disabled, every effort 1s made to ensure their continued employment
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Directors’ report (continued)
Principal risks and uncertainties

As discussed 1n notes 2 3m and note 20, the Company uses forward foreign currency contracts and currency options to reduce
foreign exchange rate exposure on certain assets, liabihities and firm commitments The Company does not engage in speculative
treasury arrangements, and all of 1ts activities are designed to support underlying business activities  All treasury activities are
carned out under pohcies approved by the Board

Under the industry model, the Company does not have major working capital requirements because the vast majonty of
expenditure at the UK sites where the Company 1s the M&O contractor 1s funded by the NDA under defined contract terms  The
Company’s financial performance 1s drniven by the performance aganst the NDA’s performance-based iminatives (PBI’s) and
efficiency targets, which form the basis of fees earned under the M&O contracts The Company’s working capital requirements
are provided by its parent company, Nuclear Management Partners Linuted (NMP), and the sharcholders of NMP (see note 19)

In the unlhkely event that the NDA was no longer able to provide the funding for the Company to continue its waste management
and decommussioning activities 1n comphance with the site licence conditions, the NDA would be required to purchase the
Company for a nominal sum, thus reinforcing the NDA’s responsibility for the underlying liabilittes

Going concern

The directors have concluded that the use of the going concern basis of accounting 1s appropnate because there are no matenal
uncertanties related to events or conditions that may cast significant doubt about the ability of the Company to continue as a
going concem

Events since the balance sheet date

A further mtenm dividend of £6,000,000 was dectared by the Board on 20 May 2010, and pa:d to the shareholder on 25 May
2010

Directors statement regarding information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant audit information,
being information needed by the auditor in connection with preparing its report, of which the auditor 1s unaware  Having made
enquiries of fellow directors and the company’s auditor, each director has taken all the steps that he/she 15 obliged to take as a
director in order to make himself/herself aware of any relevant audit information and to estabhish that the auditor 1s aware of that
information

Annual General Meetings and Auditors
In accordance with the requirements of the Companies Act 2006 the Company is not required to hold an Annual General Meeting
or to re-appoint the Auditors on an annual basis

By order of the board
C L Fidle Booths Park
Secretary Chelford Road
Knutsford
pat: (1 TJtane 2oie Cheshire
Registered Company Number: 1002607 WAL6 8QZ
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Statement of Directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and the company financial statements 1n accordance with

applicable United Kingdom law and those International Financial Reporting Standards (IFRSs) as adopted by the European
Umion

Under Company Law the directors must not approve the company financial statements unless they are sausfied that they present
fairly the financial position, financial performance and cash flows of the company for that period In preparing the company
financial statements the directors are required to

»  select suitable accounung policies 1n accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors, and then apply them consistently,

s  present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable informauon,

e  provide additional disclosures when comphance with the specific requirements 1n YFRSs ts insufficient to enable users

to understand the impact of particular transactions, other events and conditions on the Company’s firancial position
and financial performance,

=  state that the company has complied with IFRSs, and
= make judgements and estimates that are reasonable ard prudent

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the Company’s
transacttons and disclose with reasonable aocuracy at any lime the financial position of the company and enable them (o ensure
that the company financial statemenis comply with the Compantes Act 2006 and Article 4 of the IAS Regulations They are also

responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other uregulanities
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF SELLAFIELD LIMITED

We have audited the financial statements of Sellafield Limited for the year ended 31 March 2010 which compnise the Income
Statement, the Statement of Comprehensive Income, the Statement of Financial Position, the Statement of Changes in Equuty, the
Statement of Cash Flows, and the related notes | to 22 The financial reporung framework that has been applied i their
preparation 15 applicable law and International Financral Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the Companies Act
2006 Qur audit work has been undertaken so that we maght state to the company’s members those matters we are required to
state to them in an auditor’s report and for no other purpose To the fullest extent permtted by law, we do not accept or assume

responsibihity to anyone other than the company and the company’s members as a body, for our andit work, for this report, or for
the opimions we have formed

Respective responsibilities of directors and auditors

As explained more fully 1n the Directors” Responsibiities Statement set out on page 6, the directors are responsible for the
preparation of the financial statements and for bewng satisfied that they give a true and fair view  Our responsibility 1s to audit the
financial statements 1n accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply wath the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtamning evidence about the amounts and disclosares in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or emror  This includes an
assessment of whether the accounting policies are appropriate to the company’s circumstances and have been consistently
applied and adequately disclosed, the reasonableness of sigmificant accounting estimates made by the directors, and the overall
presentation of the financial statements

Opinion on financial statements

In our opinton the financial statements

e gwve atrue and fair view of the state of the company’s affairs as at 31 March 2010 and of 1ts profit for the year then
ended,

*  have been properly prepared 1n accordance with IFRSs as adopted by the European Unton, and
s  have been prepared m accordance with the requirements of the Companies Act 2006

Qpinion on other matter prescribed by the Companies Act 2006

In our opinion the information given n the Directors’ Report for the financial year for which the financial statements are
prepared is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following maiters where the Companies Act 2006 requires us to report to you if,
our opaion

*  adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or
the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audit,

for and on behalf of Ernst & Young LLP (Statutory Auditor)
Manchester

Date ‘&) \3\\ o




Income statement
For the 12 months ended 31 March 2010

Sellafield Lemuted

Directors’ report and financial statements

31 March 2010

Notes 2010 2009
Restated
£EM (see note 2)
£M
-Gross revenue including fees and Site Licence Company 4 1,473 1,302
costs under management
Less Site Licence Company costs under management (1,426) (1,283)
excluding fees
Revenue 4 47 19
Operating costs and expenses (excluding exceplional 1tems) (@) @)
Exceptional costs included within operating costs and 4 - (29
expenses
Total operaling costs and expenses 4 ()] (33)
Operating profit/(loss) from continuing operations 40 (14)
Profit/(loss) on continuing activities before taxation 40 (14)
Tax (expense)/credut . 7 (O] 12
Profit/(loss)for the year 36 (2)
Profit/(loss) attributable to:
Equity holders of the company 13 36 (2)

Continuing operations 1n 2010 and 2009 include the fees earned from the NDA on the work undertaker by the Company

All of the Company’s operations m both 2010 and 2009 are conunuing

Details of the transition of the Company’s financial statements from UK GAAP to IFRS are discussed (n note 2
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Statement of comprehensive income
For the 12 months ended 31 March 2010
2019 2009
Reslated
£M M
Profit/(loss} for the year 36 ¢
Other comprehensive income:
Actuanial gain/(loss) recogmsed on GPS defined benefit penston plan (see note 17) 18 Q)
Actuaral loss recognised on CNPP defined benefit penston plan (see note 17) @n 2)
Net actuarial loss not recogmsed due to IFRIC 14 (see note 2 2) 9 9
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year 36 ()
Total comprehensive income attnbutable to:
Equity holders of the company 36 @

Details of the transition of the Company’s financial statements from UK GAAP to IFRS are discussed 1n note 2




Statement of financial position
At 31 March 2010

Assets
Non-current assets
[nvestments

Deferred tax assels

Total non-current assets
Current assets
Trade and other receivables

Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables
Non-current liabilities

Other non-current financial Liabilities
Total liabilities

Net assets

Capital and reserves

Equity share capital

Retatned earning

Total equity

Details of the transition of the Company’s financial statements from UK GAAP to IFRS are discussed 1n note 2

Scllafield Limited
Directors’ report and financral statements
31 March 2010

Notes 31 March 31 March Asat 1 April

2010 2009 2008
Restated Restated
M £M £M
8 - - -
7 22 25 14
22 26 14
9 254 245 254
10 13 9 -
267 254 254
289 280 268
11 (287 (249) (254)
11 (14} 19 -
271) (268) (254)
18 12 14
12 - 33 33
13 18 21 (19)
18 12 14

These financial statements were approved by the board of directors on 17 June 2010 and were signed on 1its behalf

by

T Sete

/1. 10O

10
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Statement of changes in equity
for the year ended 31 March 2010
Share Retained Total
capital earnings equity
EM £EM £M
Shareholders’ funds at 1 April 2009 (as restated) 33 (21) 12
Total comprehensive income for the year - 36 36
Dividends - ) (30)
Capital reduction (33 i3 -
Changes 1n equity for year ended 31 March 2010 (33) 39 6
Shareholders’ funds at 31 March 2010 - i8 18
Statement of changes in equity
Jor the year ended 31 March 2009
Share Retained Total
capital earnings equity
* £M £M &M
Shareholders’ funds at 1 April 2008 (as restated) 33 (19) 14
Total comprehensive income for the year - (2) (2)
Dividends - - -
Caputal reduction - - -
Changes 1n equity for year ended 31 March 2009 - ) 2
Shareholders’ funds at 31 March 2009 kX 21) 12

Details of the transition of the Company’s financial statements from UK GAAP to IFRS are discussed in note 2

11




Statement of cash flows
for the year ended 31 March 2010

Operating activities
Profit/(loss) before tax on continuing activities
Non-cash adjustment to reconcile profit (loss) before tax to net cash flows
Taxation credit due to NDA
Exceptional item — benefit of deferred taxation asset due to NDA
Working capital adjustments
(Increase)/decrease in trade and other receivables and prepayments
Increase/(decrease) in trade and other payables
Cash paymenis to NDA n respect of utilisation of tax losses carried forward
Corporation tax reimbursement
Tax reimbursement due to former parent undertaking

Net cash flows from eperating activities

Financing activities
Dividends paid to equuty holders

Net increase 1n cash and cash equivalents
Cash and cash equivalents at 1 April

Net cash at 31 March

Sellafield Lionted
Dhrectors’ report and financial statements

31 March 2010
2010 2009
£M M
40 (14)
3 -
- 29
o) 3
8 )
8) -
- 10
- (19)
34 9
0 -
4 9
9 -
13 9
12
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Notes to the financial statements

1 Corporate information

The financial statements of the Company for the year ended 31 March 2010 were authorised for 1ssue 1n accordance
with a resolution of the directors on 17 June 2010. The Company 15 a hmited company incorporated and domuciled
n the UK. The registered office 1s located at Booths Park, Chelford Road, Knutsford, Cheshite 1n the UK

The prnincipal activity of the Company 1s to operate nuclear sites under site licence and operation contracts with the
NDA.

2.1  Basis of preparation

The financial statemenis have been prepared on a histonical cost basis, except for denvative financial instruments
that have been measured at fair value The financial statements are presented 1n Sterling and all values are rounded
to the nearest myllion pounds (£M) except where otherwase indicated.

For all peniods up to and including the year ended 31 March 2009, the Company prepared its financial statements 1n
accordance with United Kingdom generally accepted accounting practice (UK GAAP)

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS)
as 1ssued by the [nternational Accounting Standards Board (IASB)

2.2 Changes in accounting policy and disclosures

The Company's accounting pohctes have been revised with effect from 1 Apnl 2008 to reflect IFRS as adopted by
the European Unmon

The main IFRS’s that are applicable to the Company are as follows

IFRS 3 Business combinations,

[nternatronal Accounting Standard 18 (IAS 18) Revenue recogmition,

1AS 12 Income taxes,

IAS 19 Employee benefits and International Financial Reporting Interpretaions Commuttee — Interpretation 14
(IFRIC 14) - general requirernents concerming the limut on a defined benefit asset,

IAS 17 Accounting for leases,

LAS 24 Related party disclosures;

IAS 32 Financial instruments — presentation, IAS 39 Financial instruments — recognttion and measurement, and
IFRS 7 Finarcial mstruments — disclosure

The sigmficant changes in accounting policies, which have ansen from the Company’s transition to IFRS, are
discussed below and 1n note 22.

Balance sheet reclassifications

There are a number of reclassificabons between balance sheet captions that anse from the application of various
IFRS. These are as shown n the reconcthations between UK GAAP and IFRS 1n note 22

13
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Notes to the financial statements (continued)

2.2  Changes in accounting policy and disclosures (continued)

IAS 19 Employee benefits

Under UK GAAP, the Company’s accounting policy was lo account for short term employee costs on a ‘paid’ basis
and the Company did not account for cumulative annual leave and credit ime entitlements.

Under IAS 19, Employee Benefits, the accounting policy 1s to recognise the expected cost of short term employee
benefits when the employees render service that increases their entitleraent to future compensated absences, such as
annual leave and credit ime

The 1impact of IAS 19 on the Company’s transition to IFRS is to increase employee creditors (holiday pay and credit
time accruals) by £15 mullion at 31 March 2009 (1 April 2008 £13 mullion) Under the terms of the M&O contract,
payments to employees within normal terms and conditions are recoverable from the NDA  As a result, the increase
in employee creditors 1s matched by an increase 1n amounts recoverable from NDA.

There 15 also an increase of £2 million 1n Site Licence Company costs within the 2009 income statement reflecting
the increase 1in employee creditors during the year However, as above this increase is recoverable from NDA under
the M&O contract, and therefore there 1s an increase of £2 million 1n Gross fees and reimbursement of Site Licence
Company coslts

IFRIC 14 — general requirements concerning the limit on a defined benefit asset

Under UK GAAP, the full actuanal surpluses for both the Group Pension Scheme (GPS) and Combined Nuclear
Pension Plan (CNPP) were recognised 1n the Company's balance sheet, with an equal and opposite NDA creditor, to
reflect that as the pnncipal employer of both schemes, the NDA was the uliimate beneficiary of the surpluses

IFRIC 14 considers the general requirements concerming the limit on a defined benefit asset, and clanfies that
economuc benefits, in the form of refunds or reduced future contnbutions, are available if they can be realised at
some pownt during the hife of the plan or when the plan habilities are settled [FRIC 14 states that if the nght to a
refund of a surplus depends on the occutrence or non-occurrence of one or more uncertain future events not wholly
within an entity’s control, the entity does not have an unconditional right and should not recognise an asset.

Under the terms of the trust deeds for the GPS and CNPP respectively, the Company does not have an unconditional
nght to the surplus of either scheme, and as result the actuanal surpluses of £13 mullion at 31 March 2009 (1 Apnl
2008: £12 mulion) (and equal and opposite NDA creditor) have been de-recognised and not included on the
Company's balance sheet

{AS 32 The effects of changes in foreign exchange rates

The Company enters into dertvative financial instruments such as forward currency contracts on behalf of the NDA.
These contracts are to hedge NDA's nsks associated with foreign currency contracts. Under [AS 32, these
denvative financial instruments are imtially recognised at fair value on the date on which a denvative contract 1s
entered into and are subsequently re-measured at fair value Denvatives are carned as assets when the fair value 1s
positaive and as hiabilities when the fair value 1s negative These denvative financial instruments have been entered
into on behalf of the NDA, and therefore, gains and losses are recoverable or payable from/to the NDAL

Gans or losses on denvatives entered into on behalf of the NDA are recogmsed in profit and loss. Simularly,
associated amounts recoverable from or payable to the NDA 1n respect of gains and losses on dernvatives, are also
recognised 1n profit and loss

14
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Notes to the financial statements (continued)

2.2 Changes in accounting policy and disclosures (continued)

IAS 32 The effects of changes in foreign exchange rates (continued)

The impact of IAS 32 on the Company’s transition to IFRS 1s to increase Trade and other receivables by £4 mullion
at 31 March 2009 (1 Apnl 2008: £2 mulhon) with an increase 1n Trade and other payables of £4 million (1 Apnl
2008 £2 nullion) There 15 also an increase of £4 mulhon 1n finance revenue within the 2009 income statement
bewng unrealised profits and losses on denvative contracts (1 Apnl 2008 £2 mulbon) This 1s offset by finance

revenue charges of £4 milhon (1 Apnl 2008 £2 mllion} as these unrealised profits and losses are payable to or
recoverable from NDA.

The accounting policies adopted are consistent with the IFRS accounting policies described above except for the
following new and amended standards and mterpretations during the year Adoption of these revised standards and
interpretattons did not have a matenal effect on the financial statements of the Company

- IFRS 2 Share-base Payment - Vesting Conditions and Cancellations,
- IFRS 3 Business Combinations {Revised) and IAS 27 Consolidated and Separate Financial Statements

(Amended) effective 1 July 2009 including consequential amendments to IFRS 7, IAS 21, LAS 28, [AS 31 and
IAS 39,

- IFRS 7 Financial Instruments - Disclosures effective 1 January 2009,

- IAS 23 Borrowing Costs (Revised) effective 1 January 2009,

- 1AS 32 Financial Instruments Presentation and [AS 1 Puttable Financial Instruments and Obligations Ansing on
Liquidation effective 1 January 2009,

- [FRIC 9 and IAS 39 Financial Instruments Recogmtion and Measurement - Eligible Hedged Items effective 1
January 2009,

- IFRIC 13 Customer Loyalty Programmes,

- IFRIC 15 Agreements for Construction of Real Estate;

- IFRIC 16 Hedges of a Net Investment in a Foreign Operation, and

- IFRIC 18 Transfer of Assets

The adoption of the above amendmenis have not had any impact on the financial position of the Company

23  Summary of significant accounting policies
a Property, plant and equipment

The Company does not own any property, plant and equipment Under the Energy Act 2004, all assets previously
owned by the Company were transferred on 1 Apnt 2005, with the majonty being transferred to the NDA. The

Company utilises the NDA’s assets as provided for within the Management and Operations (M&Q) contracts
between the NDA and the Company

b Foreign currencies

The Company’s functional currency and presentation currency 1s pounds Sterhng Transachons m foreign
currencies are inttially recorded 1n the functional currency by applying the spot exchange rate ruling at the date of
the transaction. Monetary assets and liabilittes denominated in foreign currencies are retranslated at the functional
currency rate of exchange ruling at the balance sheet date. All differences are taken to the income statement

¢ Revenue recognifion

Revenue 1s recogmised to the extent that 11 1s probable that the econonuc benefits will flow to the Company and the
revenue can be rehiably measured Revenue 1s measured at the fair value of the consideration recerved or recervable,
excluding discounts, rebates, VAT and other sales taxes. The following cntena must also be mel before revenue 1s
recognised-

Revenue earned on the M&O contract between the Company and the NDA

Revenue represents the net fees eamed on the M&OQ contract between the Company and NDA.

15
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Notes to the financial statements (continued)

2.3  Summary of significant accounting policies (continued)
d Leases

Company as a lessee

Leases where the lessor retains a sigmficant portion of the nisks and benefits of ownership of the asset are classified
as operating leases and the rentals payable are charged to the income statement on a straight ine basis over the lease
term. Operating lease rentals are recoverable from the NDA under the terms of the M&O contract. The Company
has no assets held under finance leases.

Company as a lessor

The Company has sub-let certain operating leases to thtrd parties. The rental income from these operating leases,
including the effect of any lease wncentives, 1s recognised on a straight line basis over the lease term  Under the
terms of the M&Q contract, rental mcome received from third parties is transferred to the NDA.

e Post-retirement benefits

The Company provides pension plans for the benefit of all of its employees The schemes are funded by
coninbutions partly from the employees and partly from the Company These payments are made to separately
admnistered funds for the Combined Nuclear Pension Plan (CNPP), Group Pension Scheme (GPS) and the
Electricity Supply Pension Scheme (ESPS) The CNPP defined benefit pension plan was closed o new employees
with effect from 24 November 2008, from which ime membership of a CNPP defined contribution plan 1s
available.

The cost of providing benefits under the defined benefit plans 1s determuned separately for each plan using the
projected unit credit method, which atinbutes entitlements to benefits to the current penod (to determine current
service cost) and to the current and prior penods (to determuine the present value of defined benefit obligation) and 1s
based on actuarial advice. Past service costs are recognised 1n profit or [oss on a straight line basis over the vesting
period or immedirately if the benefits have vested When settlement (eliminating all obhgations for benefits already
accrued) or a curtailment (reducing future obhigations as a result of a matenal reduction 1n the scheme membership
or a reduction 1n future entitlement) occurs, the oblhigation and related plan assets are re-measured using current
actuarial assumptions and the resultant gain or loss recognised in the income statement during the period in which
the settlement or curtailment occurs

The interest element of the defined benefit cost represents the change tn present value of scheme obligations
cesulting from the passage of tume, and 15 determined by applying the discount rate to the opening present value of
the benefit obhigation, taking 1nte account material changes in the obligation during year The expected return on
plan assets 1s based on an assessment made at the beginning of the year of long-term market returns on scheme
assets, adyusted for the effect on the fair value of plan assets of contributions received and benefits paid durning the
vear The difference between the expected return on plan assets and the interest cost s recognised 1n the income
statement as other finance revenue or cost

The Company has applied the option 1n [AS 19 to recognise actuanal gains and losses 1n full in the statement of
comprehensive income in the penod 1n which they occur.

The defined benefit pension asset or liability compnises the total for each plan of the present value of the defined
benefit obligation (using a discount rate based on high quality corporate bonds), less any past service cost not yet
recogrnused and less the fair value of plan assets out of which the obligations are to be settled directly Fair value 1s
based on market price information and in the case of quoted secunties 1s the published bid price. The value of a net
pension benefit asset 1s restricted to the sum of any unrecogmised past service costs and the present value of any
amount the Company expects to recover by way of refunds from the plan or reductions 1n the future contributions.

The Company does not have an uncondttional nght to actuanal surpluses on either the GPS or CNPP penston plans
As a result, under IFRIC 14, surpluses are not recognised on the balance sheet. Any deficus, on both the GPS and
CNPP are recognised 1n full with a corresponding asset from the NDA for the full value of the deficat

16




Seliafteld Lamuted
Directors’ report and financial statements
31 March 2010

Notes to the financial statements (continued)

2.3 Summary of significant accounting policies (continued)
¢ Post-retirement benefits (continued)

The Company 1s unable to 1dentify its share of the underlying assets and habilities of the ESPS on a consistent and
reasonable basis and therefore, accounts for the scheme as if 1t were a defined contribution scheme

Contnibutions to defined coninbution schemes are recogmsed in the income staiement 1 the penod in which they
become payable

S Research and development expenditure

Research and development costs are expensed as incurred and are directly recoverable from the NDA under the
M&O contract

g Inventories

Inventones and work 1n progress were transferred to the NDA wath effect from 1 Apnl 2005 under the Energy Act

2004. Raw matenal and consumable costs are direcily recoverable from the NDA under the terms of the M&O
contract.

h Provisions

A provision 1s recognsed when the Company has a legal or constructive obligation as a result of a past event, 1t 1s
probable that an outflow of economic benefits wall be required to settie the obhigation, and a reliable estimate can be
made of the amount of the obligation. If the effect 1s matenal, expected future cash flows are discounted using a
current pre-tax rate that reflects, where appropnate, the nsk specific to the Lhability

Where the Company expect. some or all of a proviston to be reimbursed, for example under an insurance policy, the
tetmbursement 1s recognised as a separate asset but only when recovery 1s virtually certain. The expense relating to
any provision 1s presented in the income statement net of any reimbursement Where discounting 1s used, the
increase 1n the provision due to unwinding the discount 1s recogmsed as a finance cost

The Company’s accounts hustorically mcluded provisions for the Company’s obligations tn respect of nuclear
habilities, being habilities in respect of the costs associated with nuclear decommissioning, waste management, and
reprocessing of fuel from reactors Following the restructuring under the Energy Act 2004, on 1 Apnl 2005 the
nuclear assets and lLiabilibes on the Company’s sites transferred to the NDA, which now has full financual
responsibility for discharging the nuclear habilities on these sites

i Fixed asset investments

Fixed asset investments compnse wnvestments i and loans to subsidianies, associated undertakings and joint
ventures The camying values of investments are reviewed for impairment 1if events or changes in circumstance
indicate that a provision for impairment 1s required

J Borrowing costs

Borrowing costs are recogrised as an expense when incurred

&k Exceptional items

The Company presents as exceptional atems on the face of the income statement, those matenal 1tems of income and
expense which, because of the nature and expected infrequency of the events giving nse to them, ment separate

presentatton to allow shareholders to understand better the elements of financial performance 1n the year, so as to
facilitate comparison with prior periods and to assess better trends 1n financial performance.
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23  Summary of significant accounting policies (continued)

l Income taxes

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authonties, based on tax rates and laws that are enacted or substantively enacted by the balance sheet date

Deferred tax 1s recognised on all temporary differences arising between the tax base of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax assets are recognsed for all deductible temporary differences, carry forward of unused tax credits, and
unused tax losses, to the extent that 1t 1s probable that taxable profit will be available against which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utihised.

Deferred income tax assets and llabilities are measured on an undiscounted basis at the tax rates that are expected to

apply when the related asset 1s realised or hability 15 settled, based on tax rates and laws enacted or substantively
enacted at the balance sheet date

The carrying amount of deferred income tax assets 1s reviewed at each balance sheet date and adjustments made to
the extent that 1t 1s no longer probable that sufficient profits will be available.

Income tax 1s charged or credited durectly to equity if 1t relates to 1tems that are credited or charged to equaty
Otherwise income tax 1s recognised 1n the income statement

m Derivatives and commodity contracts

The Company uses forward foreign currency contracts and currency options to reduce foreign exchange rate
exposure on certain assets, habilities and firm commitments All Treasury activities are carned out under policies
approved by the Board.

The Company enters into denvative financial instruments such as forward currency contracts on behalf of the NDA.
These contracts are to hedge NDA’s nsks associated with foreign currency contracts These denvative financial
mstruments are imtially recognised at farr value on the date on which a denvative contract 1s entered into and are
subsequently re-measured at fair value Denvatives are carried as assets when the fair value s posihive and as
lLiabilities when the fair value 15 negative  When denvative financial instruments have been entered into on behalf of
the NDA, gains and losses are recoverable or payable from/to the NDA. Gains or losses on denvatives entered 1nto
on behalf of the NDA are recognised in profit and loss. Sumlarly, associated amounts recoverable from or payable
to the NDA 1in respect of gains and losses on derivatives, are also recognised in profit and loss.

The fair value of forward currency contracts 1s calculated by reference to current forward exchange rates for
contracts with simular matunty profiles.

n Trade and other receivables

Trade receivables, which generally have 30-90 day terms, are recogmsed and carned at the lower of thewr onginal
invoiced value and the recoverable amount Where the tume value of money 1s material, receivables are carned at
amortised cost. Provision 1s made where there 1s objective evidence that the Company will not be able (o recover
balances in full Balances are written off when the probability of recovery 1s assessed as remote

o Cash and cash eguivalents

Cash and short term deposits in the balance sheet comprise cash at banks and 1n hand and short term deposats with
an onginal matunty of three months or less For the purpose of the cash flow slatement, cash and cash equivalents
consist of cash and cash equivalents as defined above, net of outstand:ng bank overdrafts
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2.3  Summary of significant accounting policies (continued)
p Interest bearing loans and borrowings

Obligations for loans and borrowings are recogmsed when the Company becomes party to the related contracts and
are measured imtially at the fair value of consideration recerved less directly attnibutable transaction costs. After
initial recognition, interest beanng loans and borrowings are subsequently measured at amortised cost using the
effective interest method Gains and losses ansing on the repurchase, settlement or otherwise cancellation of
habilities are recogmised respectively in finance revenue and finance cost

g De-recognition of financial assets and liablities
A financial asset or lability 1s generally derecogmised when the contract that gives rise to it 1s settled, sold,
cancelled or expires

Where an existing financial habality is replaced by another from the same lender on substantially different terms, or
the terms of an existing hability are substantally modified, such an exchange or modification 1s treated as a de-
recogmtion of the onginal hability and the recogmtion of a new liability, such that the difference 1n the respective
carrying amounts together with any costs or fees incurred are recogmsed 1n the profit or loss
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3 Significant accounting judgments, estimates and assumptions
Judgments

The preparation of financial statements requires management to make judgements, estimates and assumptrons that
affect the amounts reported for assets and hLabilittes as at the balance sheet date and the amounts reported for

revenue and expenses during the year However, the nature of estimation means that actual outcomes could differ
from those estimates

In the process of applying the Company's accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised 1n the
financial statements:

Taxation

The Company 1s subject to routine tax audits and also a process whereby tax computations are discussed and agreed
with the appropriate authorniies. Whilst the outcome of such tax audits and discussions cannot be determuned wath
certainty, management estimates the level of provisions requured for both current and deferred tax on the basis of
professtonal advice and the nature of current discussions with the tax authonty concerned. Tax computations for all
periods ending before 31 March 2006 have been agreed with the relevant authorities.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date,
that have a significant nsk of causing a matenal adjustment to the carrying amounts of assets and labilittes within
the next financial year are \dlscussed below.

Deferred tax assets

Management judgement 1s required to determine the amount of deferred tax assets that can be recogmsed, based
upon the hikely timing and level of future taxable profits together with an assessment of the effect of future tax
planning strategies. The carrying value of the deferred tax asset on recogmsed tax losses at 31 March 2010 1s £22
mullion (2009 £26 mulhion, 2008 £14 million) The Company has no unrecogmsed tax losses at 31 March 2010
(2009 £ml, 2008 £ml)

Pension benefits

The cost of defined benefit pension plans and the present value of pension obligations are determined using actuanal
valuations An actuanal valuation involves making assumptions about discount rates, expected rates of return on
assets, future salary increases, mortality rates and future pension increases Due to the complexity of the valuation,
the underlying assumptions, and its long term nature, a defined benefit obligation 1s lughly sensitive to changes 1n
these assumptions. All assumptions are reviewed at each reporting date.

In determining the appropriate discount rate, management considers the mnterest rates of corporate bonds in the
respective currency with at least AA rating, with extrapolated matunties corresponding to the expected duration of
the defined benefit ocbligation The underlying bonds are further reviewed for quality, and those having excessive
credit spreads are removed from the population of bonds on which the discount rate 15 based, on the basis that they
do not represent tugh quality bonds

The mortality rates are based on publicly available mortahity tables. Future salary increases and pension increases
are based on expected future inflation rates.

Further details about the assumptions used are given 1n Note 17.
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4 Revenue, net operating costs and expenses

Dunng the years ended 31 March 2010 and 2009 the Company managed sites funded by the NDA as a Site Licence
Company

Year ended Year Ended

31 March 31 March
2010 2009
£EM M
Other operating costs
Disallowable costs 4 1
Taxauon credit due to NDA 3 1
Management fee paid to BNG - 2
Executive severance costs - 8
Other operating income
Reimbursement from BNG for Executive severance costs - (8)
Operating costs and expenses (excluding exceptional items) T 4
Exceptional items:
Benefit of deferred taxation asset due to NDA - ya
7 KX

Revenue represents the fees that are earned by the Company under the M&O contract with the NDA. The Company
earned fees of £47 mllion an the year ended 31 March 2010 (2009: £19 mullion) Under the agreements between the
Company and the NDA, no fees were payable for the peniod 1 Apnl to 24 November 2008. The Company earned
fee income of £17 mllion 1n the pertod 24 November 2008 to 31 March 2009 Further fee income of £2 million was
recorded 1n the year ended 31 March 2009 relating to the final agreement of fees for the year ended 31 March 2008
As a result, a management fee of £2 million was paid to British Nuclear Group Lamited (BNG)

Disallowable costs

Disallowable costs represent costs that are not recoverable from the NDA under the terms of the M&Q contract, and
also include socio-economuc costs paid by the Company of £4 3 mulhion (2009 £nil)

Exceptional items

Under the revised M&O contract between the NDA and the Company, the NDA benefits when the deferred tax
assets and 1n particular, tax losses carnied forward as at 24 November 2008 are utihsed by the Company against
future taxable profits As a result, when the revised M&O contract came into effect on 24 November 2008, it was
necessary to reflect an NDA creditor equal to the deferred tax asset.

Geographical Segment Analysis

In both 2010 and 2009, all revenue, other operating costs and income respectively relates to the operation of M&O
contracts i the UK.
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4 Revenue, net operating costs and expenses (confinued)
Auditors’ remuneration
Year ended Year ended
31 March 31 March
2010 2009
£000 £000
Audit 136 154
Other fees to auditors
Taxalion setvices 7 95
Other services - fees receivable by the auditors and therr associates 117 26
332 275
Under the M&O contracts, the above audit fees have been reimbursed by the NDA,
S Remuneration of directors
Year ended Year ended
31 March 31 March
2010 2009
£000 £000
Directors’ emoluments including payments to NMP for directors’ services 3379 1,771
Compensauon for loss of office - 4,165
3379 5,936

Messrs Poulson, Wnight, Bevenidge, Foster, Becker, Grefenstette and Ms Williams are seconded to the Company
from 1ts parent company, Nuclear Management Partners Limited (NMP) They are employees of the shareholding
compamnes of NMP (see note 19), and seconded to NMP. The Company receives a charge from uts parent for their
services as directors, which 1n 2009/10 totalled £3,289,000 (2009: £1,057,223) This amount 15 included 1n the table
above, and includes an uplift to cover detached duties to the UK, tax equalisation and exchange rate fluctuations

Under the M&O contracts the above directors’ costs and the costs of directors seconded from NMP are reimbursed
by the NDA as allowable costs, and are not included within the operating costs and expenses within note 4

In 2009, the costs associated with compensation for loss of office payable to former directors (see table above) and
the severance costs of other senor managers of the Company were approved by and met by BNG, and are included
within the operating costs and expenses within note 4

In 2010 the highest paid director was seconded to the Company from NMP as discussed above The Company paid
£1,054,000 to NMP for his services as a director, which includes an uphft to cover detached duties to the UK, tax
equalisation and exchange rate fluctuations. In 2009, the aggregate of emoluments and amounts receivable under
long term incentive schemes of the haghest patd director was £2,100,000, including compensatton for loss of office
payments of £1,859,000.
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S Remuneration of directors (confinued)

In 2010 al the directors are seconded to the Company from NMP, and none of the directors are active members of
the Company pension plans discussed 1n note 17

2010 2009

Retirement benefits are accruing to the following number of directors under

Defined benefit schemes 4

Pensions
In 2009, the pensions disclosure 1n respect of the hughest paid director was as follows

From 24 November 2008, the highest pard director was an active member of the Combined Nuclear Pension Plan
(CNPP) Pnor to this date, he was an active member of the Combined Pension Scheme {CPS) Both schemes pay
an annual pension of one-eightieth plus three-eaghtieths lump sum of final pensionable pay for each year of service
Employer contributions of £55,809 were made to these schemes dunng 2069. Detauls of the pension benefits for the
highest paid director are as follows

\ 2009

£
Accrued pension benefits 92,062
Accumulated lump sum 276,186
Transfer value 2,213395

The transfer value represents a potential hability of the pension schemes and 15 not a sum pard or payable to the
highest paid director.

6 Employee benefits expense

The average number of persons employed by the Company (including directors) dunng the period was as follows

Year Ended Year Ended

31 March 31 March

2010 2009
Average number of employees 9,865 9,738
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6 Employee benefits expense (continued)
The aggregate employee benefits expense of these persons was as follows.
Year ended Year ended
31 March 31 March
2010 2009
£M M
Wages and salaries 426 415
Social security costs 36 37
Pension costs 85 66
547 518

Pension costs disclosed above include IAS 19 current and past service costs (note 17) charged to the profit and loss
account together with contnbutions paid to defined contribution schemes. All contnibutions paid are included 1n site
licence costs under management and are recovered from the NDA on a paid basis Amounts relating to 1AS 19
charges are included 1n the income statement together with offsetting amounts reflecting the fact that any overall
pension surplus or deficit 1s for the benefit of/to be funded by the NDA,

The above employee costs include Drrectors’ costs Under the M&O contracts the above employee costs are
reimbursed by the NDA, and are not included wathin the operating costs and expenses within note 4

In 2009, the above costs exclude Executive severance costs, which were reimbursed from BNG, and are shown
within the operating costs and expenses 1n note 4

7 Income tax

The major components of income tax expense for the years ended 31 March 2010 and 2009 are

Income statement
Year Ended Year Ended
31 March 31 March
2010 2009
EM £M
UK corporation tax
Current tnoome {ax
Current income tax charge - -
Adjustments tn respect of current income tax of previous year - -
Deferred tax
Relaung to ongmation and reversal of temporary differences deferred taxation 1n respect of 4 N
taxable losses carned forward and other timing differences for the period
Adjustments mn respect of deferred income tax of previous year - (5)
Income tax charge/(credit) reported in the Income Statement 4 (12)
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A reconciliation between tax charge/(credit) and the product of accounting profit/(loss) multiphed by the UK’s
domestic corporation tax rate for the years ended 31 March 2010 and 2009 s as follows

Profit / (Ioss) from continuing operations before taxation

Accounting profit multiplied by the UK standard rate of corporation tax of 28%

(2008 28%)
Effects of
Permanent differences

Adjustments to tax charge in respect of previous periods

Total income tax charge/(credit)

Deferred tax

Deferred tax relates to the following

Corporation tax losses camed forward for offset
aganst future taxable income
Other timung dsfferences 1n respect of pensions

Defetred lax expense/(credit)

Deferred tax asset

Reconciliation of deferred tax asset

Opemng balance at 1 April

Tax (expense)/income during the year
recognised 1n 1NCOMe statement

Closng balance at 31 March

Statement of
financial

position

2010 2009
£M M
22 23

- 3

22 26
2010 2009
£M M
26 14
@ 12
22 26

Year Ended Year Ended
31 March 31 March
2010 2009
£M M
40 (14)
11 CY)
] 3)
- )
4 (12)
Income
statement
Asat | Apnl 2010 2009
2008
£M £M £M
8 L (15)
6 3 3
4 (12)
14
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7 Income tax (continued)

The Company continues to account for deferred taxation on a basts consistent with prior penods

At 31 March 2010 the Company has gross Corporation tax losses carried forward of £78 milhon (2009 £82
miullion), plus other inmung differences of £n1l related to spreading of pension payments from an earlier pened (2009
£10 mullion), which at a tax rate of 28% equates to a deferred tax asset of £22 mullion (2009 £26 mullion) The

movements 1n the year give rnise to a deferred tax charge in the Income Statement of £4 mullion (2009 credut £12
mullion).

The tax losses are available indefinitely for offset against future taxable profits of the Company The deferred tax
asset of £22 mullion anses wholly 1n the UK, and 1s recogised on the basis that the Company expects thete to be
future taxable profits from which the taxable losses and reversal of uming differences can be deducted. The
Company has no unrecogmsed deferred taxation assets or habiliies at 31 March 2010 (31 March 2009: £nil)

Factors affecting the future tax charge

As set out 1n note 4, under the revised M&O contract, deferred tax assets that arose pnor to the acquisiion of the
company by NMP on 24 November 2008 are to the benefit of the NDA. This gave nise to an exceptional cost in the
year ended 31 March 2009 As a result there 1s a creditor due to the NDA which includes an amount equivalent to
the deferred tax asset recorded on that date

The tax losses and other iming differences that give nse to the deferred tax asset that 1s attnbulable to the NDA,
together with other tax loises ansing after 24 November 2008, will be available indcfimtely for offset against future
taxable profits thereby resulting in a lower overall current tax charge mn future years Their utihsation will result in

amounts payable to the NDA, calculated under the terms of the M&O contract, thereby reducing the creditor to
them.

There are no mcome tax consequences attaching to the payment of dividends by the Company to its sharcholder (see
note 14)

B Investments

Subsichary undertakings

Shares at cost Amount Totak
provided
£EM £EM £M
At 1 Apnal 2009 - - -
Dnsposals during the year - - -

At 31 March 2010 - -

With effect from 1 Apnl 2005 the Company no longer received the economic benefit or associated nsk from the
investments 1n subsidiary undertakings Consequently, the investments were 100% impaited as any returns and
proceeds from disposing of the investments are remitted to the NDA.

On 1 Apnl 2008, the Secretary of State used nuclear transfer scheme powers under the Energy Act 2004 to transfer
the remaining 51% shareholding (n International Nuclear Services Limited (INS) from the Company to the NDA.
The transfer was made to the NDA for £1, giving nise to a profit on disposal of £1

Fellside Heat and Power Limited, a non-trading subsidiary of the Company was formally dissolved on 20 January
2009.
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9 Trade and other receivables

31 March 2010

2010 2009  Asatl Apnl

£M £M 2008

£M

Company’s fees and working capital recoverable from the NDA 254 237 214
Corporation tax - - 10
Amounts owed to Group undertakings - - 2
Amounts owed by Parent undertaking - - 26
Amounts owed by other related parties - 1 1
Forward currency denivative contracts - 3 1
Other debtors - 4 -
254 245 254

At 31 March 2010, the ageing analysis of the Company’s fees and working capital recoverable from the NDA 1s as

follows
Total
£M
2010 254
2009 237
As at 1 April 2008 214

Neither part due
nor imparred

£M
250
236
214

Part due but not impaired

<30days  30-60days  60-90 days

£M iM £M
1 1 2
1 - -

90-120 >120 days
days

£M £M

Al 31 March 2009, Other debtors are the amounts owed by the previous Parent undertaking, BNG in respect of
former Executive and director severance costs. For terms and conditions relating to related party receivables, refer
to note 18 Fees and workang capital recoverable from the NDA are non-interest bearing and are on terms set out in
the M&O contract There are no provisions for impairment of trade and other receivables at 31 March 2010 (31
March 2009 £ml) All trade and other receivables are denominated 1n Sterling

10 Cash and cash equivalents

Cash at bank and in hand

2009 As at 1 Apnil

&M 2008
£M

9 -

9 .

Cash at bank carns 1nterest at floating rates based on daily bank deposit rates The fair value of cash and cash
equivalents at 31 March 2010 1s £13 melhon (31 March 2009 £9 muillion) The Company only deposits cash
surpluses with major banks of high quality credit standing
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The Company’s working capital requirements are provided by 1ts parent company, NMP, and the three shareholders
of NMP (see note 19). Under the terms of the M&O contract, NMP s required to make available working capital
facilities of £20 mullion to the Company At 31 March 2010 the Company had undrawn working capital facilities of
£20 mullion (2009 £20 mullion) These facilities are available for the duration of the M&O contract, which 1s until

31 March 2013, with options to extend.

11 Trade and other payables
Current liabilities

Trade payables

Amounts owed to Parent undertaking

Amounts owed to other Group undertakings

Amounts owed to other related parties (see note 18)

Other taxes and social security costs

Accruals and deferred income (including employee creditors)
Forward currency derivative contracls

Owed to INS (note 8) re forward currency derivative contracts
Other creditors

Non-current liabilities
Other creditors

2010

257

14

14

Other creditors include the NDA’s beneficial interest 1n the deferred tax asset.

Terms and conditions of the above financial habilities

¢  Trade payables are non-interest bearing and are normally settled on net monthly terms,

Other payables are non-interest bearing and have an average term of 6 months,

L ]
*  For terms and conditions relahing to related parties, refer to Note 18,
*  For explanations on the Company’s credit nsk management processes, refer to Note 20

2009  Asat 1 April
M 2008
M

27 22
3 15

- 3
12 -
26 29
166 171
1 1

3 1
11 6
249 254
19 -
19 -
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12 Called up share capital

Authonsed
43,000,000 Ordinary shares of £1 each

Allotted, called up and fully paud
1 Ordinary share of £1 each (2009 32,668,244)

Sellafield Limited
Durectors’ report and financial statements

31 March 2010
2010 2009 2008
£M £M £M
43 43 43
- 33 33

On 6 Apnl 2009 the Company reduced 1is 1ssued share capital from 32,668,244 ordinary shares to 1 ordinary share

of £1

13  Profit and loss account

Deficit at 1 April 2008 '
Loss for the financial year

Deficit at 1 April 2009
Profit for the financial year
Capital reduction
Dividends (note 14)

At 31 March 2010

Profit
and loss
account

(19)
@

@1)
36
33

30)

On 6 Apnl 2009 the Company reduced 1ts tssued share capital from 32,668,244 ordinary shares to 1 ordinary share

of £1
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14 Dividends paid and proposed
2010 2009 2008
£000 £000 £000

Declared and paid duning the year

Dividends on ordinary share

Interim dividend for 2008/09 11,476 - -
Final dividend for 2008/09 L159 - -
Interim dividends for 2009/10 17,400 - -

30,035 - -

No dividends were declared or paid duning the year ended 31 March 2009

15  Contingent liabilities

At 31 March 2010, the Company had contingent habilities incurred 1n the ordinary course of business ansing out of
guarantees and other transactions in respect of which, 1n the opinion of the Directors, no matenal losses are expected

to anse Any liabiliiies that did anse on such guarantees would be recovered from the NDA under the M&O
contracts

16 Obligations under leases

There are no capital commutments at the end of the financial year (2009 £ml)

Operating lease agreements where the Company is lessee

The Company has entered 1nto commercial leases for certain properties and motor vehicles The duration of leases
for motor vehicles 1s 3 years. The leases for properties have an average duration of between 1 and 35 years Only
the property lease agreements contain an option for renewal, with these options being exercisable three months
before the expiry of the lease term at rentals based on market prices at the time of the exercise. There are no
restrrciions placed upon the lessee by entering into these leases

Future mimmum rentals payable under non-cancellable operating leases are as follows

2010 2009

£000 £000

Not later than one year 3,388 3,111
After one year but not more than five years 6,574 1,314
After five years 625 545
10,587 4,970

Under the M&O contracts, operating lease rentals are reimbursed by the NDA.

The Company has sub-let certain operating leases to third parties  The rental income from these operating leases,
including the effect of any lease incentives, 1s recognised on a straight line basis over the lease term  Under the
terms of the M&O contract, rental income received from third parties 1s transferred to the NDA.

The future munimum sub-lease payments expected Lo be recerved under non-cancellable sub-lease agreements as at
31 March 2010 1s £2,521,000 (2009 £3,733,000)

-
—
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17 Pension schemes

Schemes accounted for as defined contribution
Electricity Supply Pension Scheme (ESPS)

On 31 March 2007, the ESPS was sectionalised into various sections, however the Company remains unable to
dentify 1ts share of the schemes’ assets and liabilities on a consistent and reasonable basis as required by IAS 19
Consequently, the scheme has been accounted for as if the scheme was a defined contribution scheme The pension
charge for the penod represents contnbutions payable by the Company to the ESPS, which are directly recoverable
from the NDA and amounted to £105,848 (2009 £113,568).

There were no outstanding or prepaid contnbutions at 31 March 2010 (2009 £ml)

The ESPS 1s a funded, defined benefit scheme At 31 March 2010 the Company had 11 employees (2009. 12) who
were active members of the ESPS, which has approximately 3,500 active members The most recent trienmal
actuarial valuation of the scheme by a qualified independent actuary took place at 31 March 2007. The projected
unit method was used. The results of the valuation were market value of scheme assets of £1,636 4M, which
represented a 95% level of funding As a result of the valuation, employer contributions were increased to 21.4%
with effect from 31 March 2007

The latest actuarial valuation has been updated by a qualified independent actuary to 31 March 2010 on a basis
consistent with IAS 19 The results of this valuation are a total fair value of scheme assets of £1,953M (2009
£1,615M) and a deficit of £128M (2009 surplus £36M).

Detailed disclosures 1n relation to the ESPS are included 1n the Magnox North Limited statutory accounts for the
year ended 31 March 2010, which can be obtained from the registered office, Berkeley Oentrc Berkeley,
Gloucestershire, GL13 9PB

Combined Pension Scheme (CPS)

Following the transfer of ownership of the Company to NMP on 24 November 2008, the future pensionable service
of employees who were members of the CPS 1s met from the Combined Nuciear Pension Plan (CNPP). Pensionable

service up to 24 November 2008 will be met from the CPS. The Company has no ongoing obligation to make
contributions to the CPS

The CPS is a mulu-employer scheme which provides defined benefits to its members In common wath other
unfunded public sector schemes the CPS does not have the attnibutes of typical private sector pension schemes Any
sutplus of contnibutions made n excess of benefits paid out tn any year 1s surrendered to the Consolidated Fund and
any liabilities are met from the Consolidated Fund via the annual Parhamentary vote Her Majesty's Government
does not maintain a separate fund.

The CPS 1s accounted for as a defined contribution scheme. The pension charge for the period represents
contribuitons payable by the Company to the CPS, which are directly recoverable from the NDA and amounted to
£1,850 (2009 £32,053,546). There were outstanding employer contnibutions of £ml at 31 March 2010 (2009. £ml),
which are directly recoverable from the NDA,
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17 Pension schemes (continued)

Schemes accounted for as defined benefit
The Company accounts for two pension schemes as final salary defined benefit pension schemes.
Group Pension Scheme (GPS)

The Group Pension Scheme (GPS) 15 a funded scheme. The Company and other partrcipating employers contribute
to the GPS at rates recommended by the GPS's professionally quahified actuanes The employer contribution rate
was 20% n the year ended 31 March 2010

On 31 March 2007, the GPS was sectionahsed 1nto vanous sections Following the sectionahsation, these financial
statements reflect the Company’s share of the IAS 19 assets and habilities at 31 March 2010 and 31 March 2009
respectively  Of the active members wathin the section of the GPS relating to the Site Licence Companies (SLC

section), the majorty are employed by the Company Consequently, the entire section has been reflected wn these
accounts

Following the transfer of ownership of the Company to NMP on 24 November 2008, there was no change to the
pension arrangements of those employees who are members of the GPS The NDA has the role of principal
cmployer 1n respect of the GPS

A full actuanal valuation for the SL.C section was carried out at 31 March 2007 and updated to 31 March 2010 and
31 March 2009 respectively by a quahfied independent actuary

There were outstanding employer contributions of £547,357 at 31 March 2010 (2009 £703,808), which are directly
recoverable from the NDA,

Combined Nuclear Pension Plan (CNPP)

Following the transfer of ownership of the Company to NMP on 24 November 2008, the future pensionable service
of employees who were active members of the CPS will be met from the Combined Nuclear Pension Plan (CNPP)

The CNPP has separately administered funds and with effect from 24 November 2008 has been funded by
contnbutions partly from employees and partly from the Company The benefits are 1dentical to the CPS. The
Company contributes to the CNPP at rates recommended by the CNPP's professionally qualified actuaries. The
employer contnbution rate was 23 2% 1n the year ended 31 March 2010 The principal employer for the CNPP s
the NDA.

The CNPP 1s sechonalised into various sections, and there 1s a specific section for the Company These financal
statements reflect the Company’s share of the 1AS 19 assets and habilities at 31 March 2010

An IAS 19 actuanal valuation for the Sellaficld section was carned out at 31 March 2010 by & qualified independent
actuary

New employees joimng the Company after 24 November 2008 are ehigible to join a defined contribution section of
the CNPP  This scheme 1s funded by contributions from both the employees and the Company. The Company
contributes at rates ranging from 8% to 13 5% depending on the level of contributions chosen by each individual
employee

At 31 March 2010 the Company had 492 employees who were acive members of the defined contribution section
of the CNPP The pension charge for the year represents contributions payable by the Company to the CNPP,
which are directly recoverable from the NDA and amounted to £872,000 (2009- £47,000)
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The following tables summanses the components of net benefit expense recogmised in the income statement and the

funded status and amounts recognised tn the statement of financial position for the respective plans.

Net benefit expense, 2010

GPS CNPP Total
Recogrused in Income Statement wuhin Site Licence Company £000 £000 £000
costs under management
Current service cost 6,752 49,848 56,600
Interest cost on scheme hatilities 15,753 3,675 19,428
Expecied return on scheme assets (14,772) (4,788) {19,560)
Past service cost 181 - 181
Curtailments - 1,485 1,485
Net benefit expense 7,914 50,220 58,134
Recogrised in Statement of comprehensive income
Net actuarial gain/{loss) recognised in yeas 18,457 (27,179) (8,722)
Net benefit expense, 2009

GPS CNPP Total

Recogmsed in Income Statement within Site Licence Company £000 £000 £000
costs under management
Current service cost 8,068 15,815 24 A83
Interest cost on scheme liabilities 15,104 259 15,363
Expected return on scheme assets (16,353) {(359) (16,712)
Past service cost 308 - 308
Curtailments - 862 862
Net benefit expense 7,727 16,577 24,304
Recognised in Statement of comprehensive income
Net actuarial (loss) recognised in year (7,489) (2,087) __{(9,578)
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Benefit asset, 2010 GPS CNPP Total

£000 £000 £000
Defined benefit obligation (313,109) (139,592) (452,701)
Faur value of plan assels 333,944 146,078 485,022
Benefit asset 25 835 6,486 32,321
Benefit asset, 2009 GPS CNPP Total

£000 £000 £000
Defined benefit obligation (232,653) (23,842) (256,495)
Fair value of plan assets 237,686 32,255 269,941
Benefit asset 5,033 8,413 13,446
Benefit asset, as at 1 April 2008 GPS CNFP Total

£000 £000 £000
Defined benefit obligation {248,608) - (248,608)
Fair value of plan assets 260,715 - 260,715
Benefit asset 12,107 - 12,107
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17 Pension schemes (continued)
Changes 1n the present value of the defined benefit pension obligations are analysed as follows

GPS CNPP Total

£000 £000 E000
Defined benefit obligation at 1 Apnl 2008 248,608 - 248,608
Interest cost 15,104 259 15,363
Current service ¢ost 8,668 15,815 24,483
Benefits pard (3,990) (120) (4,110)
Actuanal (pains) and losses on obligation (37,837) 1,138 (36,699)
Past service cosl 308 - 308
Employee contributions 1,792 5,888 1,680
Curtailments - 862 862
Defined benefit obligation at 31 March 2009 232 653 23.842 256,495

0

Interest cost ) 15,753 3,675 19,428
Current service cost 6,752 49 848 56,600
Benefits paid (4,864) (878) (5,742)
Actuarial losses 45415 44,707 90,122
Past servioe cost 181 - 181
Employee contributions 1,781 16,913 18,694
Curtailments - 1,485 1,485
Bustness combinations 15,438 - 15,438
Defined benefit obligation at 31 March 2010 313,109 139,592 452,701
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Changes in the fair value of plan assets are as follows
, GPS CNPP Total
£000 £000 £000
Fair value of plan assets at 1 Apnil 2008 260,715 - 260,715
Expected return on plan assets 16,353 359 16,712
Employer contributions 8,142 27,077 35,219
Benefits paud (3,990} (120) (4,110)
Actuarial {losses) {45,326) {949} (46,275)
Contributions by employees 1,792 5,888 7,680
Fair value of plan assets at 31 March 2009 237,686 32,255 269,941
Expected return on plan assets 14,772 4,788 19,560
Employer coninbutions 7,858 75,472 83,330
Benefits paid (4,864) (B78) (5,742)
Actuarnial gains 63,872 17,528 81,400
Contributions by employees 1,781 16,913 18,694
Business combmations 17,839 - 17,839
Fair value of plan assets at 31 March 2010 338,94 146,078 485,022

Duning 2009/10 the Project Services Limited, and British Nuclear Fuels Limited and Bntish Nuclear Group Limited
sections of the GPS were transferred into the SLC sectton. The effect of the transfer 1s shown in the above tables as
‘business combinafion’ entries.

Pension contnbutions are determined with the advice of independent qualified actuanes on the basis of annual
valuations using the projected unit credit method. The projected unit credit method s an accrued benefits valuation
method in which the scheme Liabilities make allowance for future earnings Scheme assets are stated at their market
values at the respective balance sheet dates and overall expected rates of return are cstablished by applying
published brokers’ forecasts to each category of scheme assets.

Mercer is the actuary of the GPS, and Deloitte Total Reward and Benefits Limited 1s the CNPP actuary

36




Notes to the financial statements (continued)

17 Pension schemes (continued)

Sellafietd Lsmuted

Dhirectors’ report and financial statements

31 March 2010

At 31 March 2010 the scheme assets were invested 1n diversified portfolios that consisted primarily of equity and
debt securities  The fair value of the scheme assets as a percentage of total scheme assets are set out below

Group Pension Scheme 2010 2009
Equities 54% 46%
Bonds 19% 16%
Gults 27% 38%
Combined Nuclegr Pension Plan

Equities 60% 69%
Bonds & Gilts 30% 30%
Properties and other 10% 1%

The pension schemes have not tnvested in any of the Company’s own financial instruments nor in properties or
other assets used by the Company The overall expected rate of return on assets 15 determined based on the market
expectations prevailing on that date, applicable to the period over which the obligation s to be settled These are

reflected 1n the pnncipal assumptions below

The principal assumptions used 1n determining penston obhigations for the Company’s plans are shown below

GPS GPS CNPP CNPP
Main assumptions: 2010 2009 2010 2009
Fo % % %
Future salary increases » 4.6 54 4.1 35
Future penston increases 36 3.4 3.6 3.0
Discount rate 5.7 6.7 5.5 6.5
Expected rates of return on scheme assets
Equitics 7.6 74 7.4 68
Bonds 5.7 6.7 - -
Glts 4.6 44 4.8 48
Properties - - 64 58
Other - - 20 20
Inflation assumption 3.6 34 3.6 30
Post-retirement mortality (in years)
Current pensioners at 65 - male 21.8 220 21.0 209
Current pensioners at 65 - female - - 233 232
Future pensioners at 65 - male 23.6 231 22.2 22.1
Future pensioners at 65 - female - 243 243

-
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The UK discount rate 1s based on published indices for 15 year AA bonds. The expected rates of return on equities
add a premuum of between 2% and 4% to longer term government bond rates in each yjunsdiction The expected rate
of return on bonds 1s a weighted average reflecting the mux of government, index-linked and corporate bonds held
by the penston funds. Property returns.are based on published indices and reflect longer term performance The
assumptions for inflation and for increases 1n pension are based on the yield gap between long-term index-linked
and long term fixed interest gilt securities Mortality rates for the GPS are based on SINA hght year of birth tables
{plus 1 year age rating for males) (2009 PA92 yecar of birth tables) As at 31 March 2010, mortahty rates for the
CNPP are based on PCMA/PCFAQ0 mc (Year of burth) mortality tables. For both schemes, mortality assnmptions
have been adjusted to reflect recent experience wn the schemes, and projected improvements n life expectancy
assumed to conttnue until 2020 with mumimum 1mprovement thereafter

The post—retirement mortality assumptions allow for expected increases lo longevity The ‘current’ disclosures
above relate to assumptions based on longevity (in years) following retirement at the balance sheet date, with
‘future’ being that relating to an employee retining 1n 2025

A one percentage point change in the assumed discount rate would have the following effects.

Group Pension Scheme Increase Decrease
i £000 £000

2010 ‘

Effect on the aggregate current service cost and interest cost (2,434) 2,800

Effect on the defined benefit abhgation (62,622) 75,146

2009

Effect on the agpregate current service cost and mterest cost (2,805) 3,268

Effect on the defined benefit obligation (46,531) 55,837

Combined Nuclear Pension Plan Increase Decrease

£000 £000

2010

Effect on the agpregate cutrent service cost and interest cost (14,438) 18,691

Effect on the defined benefit obligation (31,633) 40,901

2009

Effect on the apgregate current service cost and interest cost (4,878) 6,319

Effect on the defined benefil obligation {5,403) 6,986

The most recently completed actuanal valuation of the GPS scheme was camed out as at 31 March 2007
Following the valuation, the Company’s ordinary contribution rate increased, with effect from 1 Apnil 2009, from
14 0-14.9% of pensionable salanes to 20% The next valuation 1s due to be completed as at 31 March 2010.
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17  Pension schemes {continued)

During the year ended 31 March 2010, the Company’s employer conttibution rate for the CNPP scheme was 23 2%
of pensionable salanes The employer contnbution rate 1s 22% with effect from 1 April 2010 These are the
contributions recommended by the actuary prior to the start of the Sellafield section of the scheme on 24 November
2008 The next valuation is due to be completed as at 31 March 2010,

The Company will momtor funding levels on an annual basis for both the GPS and CNPP

Employer contnibutions in the year ended 31 March 2010 are expected to be £7,000,000 (2009 £6,739,000) in

respect of the GPS scheme and £70,000,000 (2009 £73,620,000) n respect of the CNPP defined benefit pension
plan.

The levels of contnibutions are based on the current service costs and the expected future cash flows of the defined

benefit schemes The Company estimates the present value of the duration of UK scheme liabilities on average to
fall due over 20-25 years

Amounts for the current and previous three petiods are as follows

Group Pension Scheme 2010 2009 2008 2007
£M iM £M £M
Defined benefit obligation (313) (233) (249) (243)
Plan assets 339 238 261 218
Surplus/(deficit) 26 5 12 (25)
Combined Nuclear Pension Plan 2010 2009 2008 2007
£M £M £M £M
Defined benefit obligation {140) 29 - -
Plan assels 146 32 - -
Surplus/(deficit) 6 8 - -
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18 Related party disclosures

Dunng the year ended 31 March 2009, the Company paid management charges of £2 mullion to Bnitish Nuclear
Group Limited (BNG), which was the Company’s parent undertaking until 24 November 2008. During the year
ended 31 March 2009, the Company recerved £8 million from BNG in respect of the severance costs of former
directors and senior managers, of which £4 million was outstanding at 31 March 2009

During the year ended 31 March 2009, the Company entered into transactions n the ordinary course of business
with other entities within the Bntish Nuclear Fuels Limited (BNFL) group These transactions included purchases
of £41,612,000. At 31 March 2009, the Company was owed £6,428,000 1n respect of these transactions. These
amounts were paid during the year ended 31 March 2010, and since 24 November 2008 entities wiathin the BNFL
group have not been related parties of the Company under IAS 24

Dunng the year the Company icurred costs of £8,463,000 from 1its parent company in respect of the cost of
directors and senier managers seconded from NMP to the Company Dunng the penod 24 November 2008 to 31
March 2009 the Company accrued costs of £3,211,000 from 1its parent company, NMP, 1n respect of the cost of
directors and sentor managers seconded from NMP to the Company The amount owed to NMP at 31 March 2010
was £2,662,000 (2009. £3,211,000)

There were no other transactions with NMP except for dividends

URS International Holdings (UK) Linuted (formerly Washington International Holdings Limuited), AMEC Nuclear
Holdings Limited and Areva-NC, and other entities wathin their groups, are considered to be related parties of the
Company Dunng the year ended 31 March 2010 the Company entered into transactions in the ordinary course of
business with these related parties resulting in purchases of £44,182,000 (2009: £51,126,000) At 31 March 2010
the Company owed £11,918,000 (2009: £11,930,000) in respect of these transactions

Sales and purchases between related parties are made on arms length terms  Outstanding balances with entities are
unsecured, interest free and the standard payment terms of 30 days net monthly apply Dunng the year ended 31

March 2010 the Company has not made any provision for doubtful debts relating to amounts owed by related parties
(2009 £ml).

NDA 15 also considered to be a related party of the Company Dunng the year the Company earned fees of £47
mullion on M&O contracts with the NDA (2009 £19 mllion, 2008: £35 million) and mcurred costs of £1,426
million (2009 £1,283 mullion, 2008 £1,217 mullion). These costs were rexmbursed by the NDA under the terms of
the M&Q contracts At 31 March 2010 the Company had debtors of £254 million with the NDA 1n respect of fees
and working capital recoverable under the M&O contracts (2009 £237 nullion, 2008 £214 mullion)
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18 Related party disclosures (continued)

Compensation of key management of the Company

Under the terms of 1AS 24 ‘Related Party disclosures’, the key management personnel are those persons who have
the authonty and responsibility for ‘planming, directing and controlling the activities of the entity’ The directors
consider that the key management personnel of the Company are the directors and other senior managers seconded
from NMP and its shareholders The costs associated with the key management personnel are set out in the table
below, and where appropriate include an uphift to cover detached duties n the UK, tax equalisation and exchange
rate fluctuations

NMP secondees Year ended 31 Year ended 31
March 2010 March 2009
£000 £000
Short-term employee benefits 8,463 3,211
Post-employment pension and medrcal benefits 0 0
8,463 3,211

The costs for the year ended 31 March 2009 only represent the penod from 24 November 2008 to 31 March 2009

Previous executive Year ended 31 Year ended 31
March 2010 March 2009
£000 £000
Short-term employee benefits - 1,141
Post-employment benefits - 155
Termination benefits - 6,380
- 7,676

19 Ultimate parent company and parent undertaking of larger group of which the
company is a member

On 24 November 2008, 100% of the shares of the Company were transferred to Nuclear Management Partners
Limited (NMP), a company registered and incorporated in England and Wales, which 15 itself owned by URS
International Holding (UK) Linuted (formerly Washington International Holdings Limited) (44%), AMEC Nuclear
Holdings Limuted (36%) and Areva-NC (20%) The financial statements of NMP are available to the public and
may be obtained from Booths Park, Knutsford, Cheshire WA 16 8QZ

Since 24 November 2008, NMP 1s considered to exert significant influence over the financial and operating policies
of Sellafield Limited The management team of Sellafield Limuted retains "controlhing mind" responsibilities for
safety, security and environmental 1ssues related to the nuclear licensed sites operated by the company Under the
terms of the contract between the Company and the NDA, the NDA has certain nghts of approval over the financial
and operating policies of Sellafield Linuted

The Company was a subsidiary undertaking of British Nuclear Group Limited, a company registered and
incorporated in England and Wales, until 24 November 2008 The ultimate parent undertaking was Bnitish Nuclear
Fuels Limuted The consolidated financial statements of Bntish Nuclear Fuels Limited are available to the public
and may be obtained from 1 Victona Street, London, SW1H 0ET

Unul 24 November 2008, the ultimate controlling party of the Company was considered by the Directors to be Her
Majesty’s Govermment Undertakings under common control of the Government were the Nuclear
Decommussioning Authority (NDA), the Ministry of Defence (MoD), and the UK Atomic Energy Authonity
(UKAEA)
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20 Derivatives and other financial instruments

As explained 1n note 2 3 {(m), the Company has used denvatives and other financial instruments in managing the nsk
associated with its business. The Company does not engage 1n speculative treasury arrangements, and all of its

activitics are designed to support underlying business activities. All treasury activities are carried out under policies
approved by the Board

The following numencal analysis gives an indication of the significance of these instruments to the Company.
Fair value of derivatives and other financial instruments

Set out below are the fair values of the Company’s derivatives and other financial instruments (excluding short-term
debtors and creditors) Fair values have been based on published market prices {for listed mstruments) or estimates
made from discounted cash flow analysis (for unhisted instruments).

Fair value hrerarchy

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuatton technique

Level 1 quoted (unadjusted) prices in active markets for identical assets and habilities,

Level 2. other techmques for which all nputs which have a sigmificant effect on the recorded fair value are
observable, either directly or mdirectly, and

Level 3. techmques which use mputs which have a sigmficant ¢ffect on the recorder fair value that are not based on
observable market data

Fair values
2010 2009
£M £M
Assets measured at fair value
Financial assets at fair value through profit and loss
Foreign exchange forward contracts - Level 2 15 31
Fair values
2010 2009
™M £M
Liabilities measured at fair value
Financial assets at fair value through profit and loss
Foreign exchange forward contracts - Level 2 - 16

Working capital

Under the industry model, the Company does not have major working capital requrements because the vast
majonity of expenditure at the UK sites where the Company 15 the M&O contractor 1s funded by the NDA under
defined contract terms The Company’s working capital requrements are provided by its parent company, NMP,
and the shareholders of NMP (see note 19), through an approved working caputal facility of £20 millton The
facility entitles the Company to withdraw funds of up to £20 mullion to allow the Company to fulfil its obligations
under the M&O contract The Company made regular use of the faciity dunng the financial year, however at 31
March 2010, the Company had repaid all funds drawn-down from the facility and had a £ni1l balance owing to NMP.

Financial instruments and cash deposits

Credit nisk from balances with banks and financial 1nstitutions 1s managed by the Company’s treasury function 1n

accordance with Company policy. I[nvestments of surplus funds are made only with approved counterparties and
within credit hmats assigned to each counterparty

N
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21 Post Balance Sheet Events

An intenm dividend of £6,000,000 was declared by the Board on 20 May 2010 and paid to the shareholder on 25
May 2010

22 Transition to IFRS

For all periods up to and including the year ended 31 March 2009, the Company prepared 1its financial statements 1n
accerdance with United Kingdom generally accepted accounting practice (UK GAAP) These financial statements,
for the year ended 31 March 2010, are the first the Company has prepared i accordance wath International
Financial Reporting Standards (IFRSs) as adopted by the European Umon (EU)

Accordingly, the Company has prepared financial statements which comply with [FRSs applicable for periods
beginmng on or after 1 Apnl 2009 as descnbed 1n the accounting policies. In preparning these financial statements,
the Company opening statement of financial position was prepared as at 1 Apnl 2008, the Company’s date of
transition to IFRS Thus note explains the pnncipal adjustments made by the Company 1n restating its UK GAAP
statement of financial position as at 1 Apnl 2008 and 1ts previously published UK GAAP financial statements for
the year ended 31 March 2009

Exemptions applied
IFRS 1 First-Tume Adoption of International Financial Reporting Standards allows first-time adopters certain
exemptions from the retrospective apphcation of certain IFRSs effective for March 2010 year-ends

The Company appled the following exemptions:

*  Cumulative actuanal gains and losses on pensions are recogmsed 1n full in equity at the date of transiion to
IFRS As this 1s the same treatment as under UK GAAP, the only difference recorded on transition relates to
the measurement of assets at bid price
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Reconciliation of profit and loss account from UK GAAP to IFRS for the year ended 31

March 2009

Previously IAS 19 IAS 32 Restated

reported under Employee Financial under IFRS
UK GAAP Benefits &  instrumeats
IFRIC 14
M £EM £M &M
Gross fees and reimbursement of Site Licence Company costs 1,300 2 - 1,302
Less Site Licenoe Company costs (1,281) ) - (1,283)
Revenue 19 - - 19
Operating costs and expenses (excluding exceptional items) @ - - «)
Exceptional costs included within operating costs and expenses (29) - - (29)
Total operating costs and expenses (33) - - 33)
L
Operating loss from continuing operations (14) - - (4
Finance revenue - - - -
Loss on continuing operations before taxation (14) - - (14)
Tax credit 12 - - 12
Loss for the year (2) - - 2)
.
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22 Transition to IFRS (continued)

Reconciliation of statement of comprehensive income from UK GAAP to IFRS for the year
ended 31 March 2009

Previously IAS 19 IAS 32 Restated
reported under Employee Financial under
UK GAAP Benefits & mstruments IFRS
IFRIC 14
&M M M EM
Loss for the year ) - - 2)
Other comprehensive income:
Actuanal loss recogmsed on defined benefit scheme plans o - - (Y]
Actuanal loss de-recogmsed due to IFRIC 14 9 . - 9
Other comprehensive income for the year, net of tax - - - -
Total comprehensive income for the year (2) - - @
Tolal comprehensive income attributable to
Equity holders of the company @) - - @
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22 Transition to IFRS (continued)
Reconciliation of equity from UK GAAP to IFRS as at 31 March 2009
Previously IAS 19 IAS 32 Restated

reported under Employee Financial under IFRS
UK GAAP Benefits &  instruments

IFRIC 14
Assets £M £M £M £M
Non-current assets
[nvestments - - - -
Defined benefit pension plan surpluses 13 (13) - -
Deferred tax assets 26 - - 26
39 (13) - 26
Cwrrent assets
Trade and other receivables 226 15 4 245
Cash and short term deposits 9 - - 9
235 15 4 254
Total assets 274 2 4 280
Current liahilities
Trade and other payables (230) (15) @ (249)
Norp-current hiabilities
Other payables (32) 13 - (19
Total hiabilities (262) ¥)) (4) (268)
Net assets 12 - - 12
Equity
Equity share capital 33 - - 33
Retatned earning (21) - - (21)
Total equity 12 - - 12
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Reconciliation of equity from UK GAAP to IFRS as at 1 April 2008

Previousty
reported
under UK
GAAP

Assets £t™M
Non-current assets
Investments -
Defined benefit pension plan surpluses 12
Deferred tax assets 14

26
Current assets
Trade and other receivables 239
Cash and short term deposits .

239
Total assets 265
Current liabilities
Trade and other payables (239)
Non-current liabilities
Other payables {12)
Total liahilittes (251)
Net assets 14
Equity
Equuty share capital KX]
Retained earning (19)
Total equity 14

1AS 19 IAS 32 Restated
Employee Financinl under IFRS
Benefits &  instruments

IFRIC 14
£M £M &M
(12) - .
- . 14
(12) - 14
;3 2 254
13 2 254
1 2 268
(13) 2 (254)
12 . -
@ 2 (254)
- - 14
. . 33
- - (19)
. ; 14
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