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Magnox Electric Ltd

DIRECTORS’ REPORT

The Directors present their report and accounts for the year ended 31 March 2007

RESULTS AND DIVIDENDS

The loss for the year, afler taxation, amounted to £8M (2006 profit of£4,168m} In addition a capital contnbution of £12m by Bnitish Nuclear Fuels plc to fachtate
sectionalisation of the Magnox Electne Group of the Electricity Supply Pension Scheme (ESPS) has been recorded in the Statement of Total Recogtised Gains and
Losses The Directors are unable to recotrmend a dividend (2006 £mil)

BUSINESS REVIEW

Durning the year the company has acted under contract to the Nuclear Decomrmssiomng Authonty (NDA) providing services 1n relation to the peneration and
supply of electnety, and the defuelling and decommssioning of non-generating sites,

The Company’s fee 15 enrned by meeting certain contractual critena as defined and agreed with the NDA for the provision of the services stated above The
gross tumover for the year to 31 March 2007 18 £34M (2006 £29M) which includes a base fee of £17M (88% of maximum), an enhanced generabion fee of
£2M and a fee of £15M tor meeting efficiency savings targets

Under the Management & Operations contract the Company’s pnncipal measure of operational performance are schedule performance index (SPI) and cost
performance mdex (CPI} against a basehne programme of work, the target for SPI berng 1 00 and the target for CPI being greater than 1 08 The results for the
year to 31 March 2007 were a SPI of 0 99 and CPI t 15 This performance was aclieved on an enhanced programme of work valued at £693M dehvered ata
cost of £606M showing an overall cost saving of £87M

Dunng the year the Company exceeded 11s targets for elecineity gencration and spent fuel movements achieving 11 6TWh and 5851U respectively, which has
resulted in an additional £2M of fee income Electncity generation targets were exceed at Dungeness A, Oldbury and Sizewell A bult due to unplanned outages
‘Wylfa only achieved 5% of 1its site target.

Due to the way 1n which the Company operates, substantially all nsks and rewards from operating activities except the fee income are borme by the NDA.

On 30 March 2006, the NDA pubhshed its current Government approved strategy The strategy detals that the NDA mtend to compete two contracts for the
management operation of the Magnox sites. This requires Magnox Electne to separate into two legal enhties. An Orgamsational Change Programme 1s being
undertaken to safely separate Magnox Electnc into Magnox North and Magnox South 1n tume for the NDA competihon process.

Dunng the year under review the Shareholder took the decision to sell 1ts Reactor Sitesbusiness To facilitate the sale all the 1ssued share capital of the Company was
transferred from British Nuclear Group Linuted to Reactor Sites Management Company Limited.

SAFETY

Our overall Environment, Health, Safety & Quahty performance remains excellent having achieved three years of sustained good performance Nine of our ten
ndicators continue to show an improving trend. In some areas, such as conventional safety we are approaclung world class performance

We dud recerve the first regulatory action for three years, a Direction, for an event where a 40 year old pipe fractured releasing pond water, all of which was
contained i the engincered sump or discharged through an authonsed route  There was no injury to people or harm to the environment. However there were
lessons to learn and ‘learning’ 15 a key improvement objective for the coming year

A key nulestone was acheved when both Sizewell and Dungeness were shut down as planned for the last tme celebrating some 40 years of safe and successful
elecincity generation The closure of Sizewell and Dungeness also brought a successful closure to the UK's steel pressure vessel programme

This level of performance was achieved against a backdrop of major organisational change as we support the Nuclear Decommussioning Authonity’s
competbion schedule To attamn and maintain the current level of safety performance against such a background of major change 15 a very sigmficant
achievement.

Throughout 2006/07 a programnme of major change continued as Magnox Elecinc prepares to separate inito two legal entities, At the same time Reactor Sites
Management company 1s leaving the BNFL taruly and going through a sale process.

Recogmition of our performance has been made by third parties such as RoSPA with awards at site and company level, Dei Norske Ventas audit ratings and the
Nuclear Decommssiomng Authonty in their 2005/06 Annual Health, Safety, Security of Environmental Report.




Magnox Electric Ltd

DIRECTORS’ REPORT (continued)
DIRECTORS
The Dhrectors who served dunng the year were as follows

M D Parker (Chairman) (Appointed 15 February 2007)
L J Haynes (Resigned 31 March 2007)

J F Edwards (Appomted 15 February 2007)

A J Shuttleworth (Appointed 15 Febrary 2007)

M Morant

Dr C J Marchese

T J Joyce

B T Tenner {Resigned 19 December 2006)

D R Bonser (Resigned 01 July 2006)

A R Brandwood

There were no Directors’ shareholdings or interests requinng disclosure under the Companies Act 1985

PERSONNEL

The average number of peaple employed by the Company during the year was 3,608 (2006 3,532) At31 March 2007 the total number of people employed by the
Company was 3,755 (2006 3,496) The Company attaches importance to the mvolvement ofits emmployees in the Company's development and has continued to keep
therninformed of matiers affecung them as employees and on the performance of the Company Recogmsing that the Company was working towands restuctunng to
comply wath the NDAs strategy for completing Management & Operations contracts, the Company continued to provide conbinuous and regular commumcations to
1ts employees and the recogmsed trade vnions.

The Company 1s commuttzd to a policy of equal opportumties for all employees. Great care 1s exercised 1n our recnntment and selection procedures to ensure that
there 1s no discinunation and that trarming 15 given to meet individual needs. Apphications by people with disabilities are given full and fair consideration and,
wherever practical, provision 1s made for their special needs. The same entena for training and promotion apply to people wath disabilities as to any other employee
If employees become disabled, every eftort 15 made to ensure their contianed employment.

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The company has continned 1ts comnutment to the Prompt Payers Code of Practice drawn up by the Confederation of Brtish Industry (CBI) wath ngorous momtonng
of payment performance Copies of the Code are available from CBI, Centre Point, 103 New Oxford Street, London, WC1A 1DU The Company’s man payment
terms are net monthly Suppliers are made aware of the terms of payment and the terms are settled when agreeing the details of each transachion The average ageof
mnvorces outstanding at 31 March 2007 was 19 days (2006 13 days)

DIRECTORS® AND OFFICERS’ LIABILITY INSURANCE

The Company maintains directors” and ofhcers’ hability msurance covening the defence costs of cinl legal proceedings and the damages resulting from the
unsuccessfitl defence of such proceedings except, 1n each case, to the extent that a Director or Officer acted fraudulently or dishonestly

POLITICAL AND CHARITABLE DONATIONS

Dunng the year the Company made donations to chaniable orgamsations totalling £129,356 (2006 £158,018) funded by the NDA. The Company made no
contnbutions to pehitical parties.

AUDITORS
In accordance with Section 234 A of the Companies Act 1985, each of the above directors {excluding those which have resigned dunng the financial year)
s 1snotaware of any relevant audit information of which the Company’s anditors are unaware, and

. has taken all the steps that ought to be taken as a director 10 order to make imself aware of any relevant audit informabon and to establich that the
Company's auditors are aware of that mformation

In accordance with Section 384 of the Compames Act 1985, a resolution for the re-appointment of Ernst and Young LLP as audrtors of the Company 1s to be
proposed at the forthcoming Annuat General Meeting,

of the Board

J Joyce
ompany Director
29" May 2007




Magnox Electric Ltd

Statement of Directors’ responsibilities in respeet of the Directors’ Report and the financial statements

The Directors are responsible for prepanng the Annual Report and the financial statements in accordance wath applicable United Kingdom law and United Kingdom
Generally Aceepted Accounting Practice

Company law requires the Directors to prepare financial statements for each financial year which gve a true and fair view of the state of aftaars of the Company and
of the profit or loss of the Company for that penod. In prepanng these financial statements, the directors are required to

e select smiable accounting policies and then apply them consistently,
¢ mmake judgments and esimates that are reasonable and prudent,

o  state whether apphicable UK Accounting Standards have been followed, subject to any matenal departures disclosed and explained in the financaal statements,
and

e  prepare the financial statements on the going concern basis unless 1t 18 mapprophate to presuime that the Company wll continue 1n business

The Directors are responsible for keeping proper accounting records that disclose wath reasonable accuracy at any ime the financial positon of the Company and
enable them to ensure that the financial statements comply with the Compames Act 1985 They are also responsible for safeguarding the assets of the Company and
hence tor taking reasonable steps for the prevention and detection of fraud and other iregulanties.




Magnox Electric Ltd

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF MAGNOX ELECTRIC LIMITED

We have audited the company’s hnancial statements for the year ended 31 March 2007 which compnse the Profit and Loss Account, the Balance Sheet, the
Statemnent of Total Recogmsed Gains and Losses and the related notes 1 to 17 Thess financial statements have been prepared under the accounting policies set out
thereimn

This report 15 made solely to the Company’s members, as & body, 1n accordance wath Section 235 of the Compamies Act 1985 Our audit work hasbeen undertaken
so that we rmght state to the Company's members those matters we are required to state to them 1n an auditors’ report and for no other purpose  To the fullest extent
penmutted by law, we do not accept or assume responsibility to anyone other than the Company and the Compaty's members as a body, for our audit work, for thus
report, or for the opimons we have formed.

Respective responsibilities of Directors and auditors

The Directors are responsible for the preparing the Annual Report and the financial statements in accordance with applicable Umted Kingdom law and Accounting
Standards (Umted Kingdom Generally Accepted Accounting Practice) as set out 1n the Statement of Directors’ Responsibiliies.

Our respensibility1s to audit the financial statements 1 accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and
Ireland)

We report to you our opimon as to whether the financial statenents give a true and fair view, are properly prepared in accordance wath the Compames Act 1985 We
also report to you whether 1o our opimion the information given 1n the Directors' Report 15 consisient wath the financial statements.

In addition we report to you 1f; 1n our opimien, the Company has not kept proper accounting records, 1f we have not received all the infonmation and explanations we
require for our audit, or 1f information specified by law regarding Directors’ remuneration and other transactions 1s not disclosed.

We read the Dhrectors’ report and consider the implications for our report 1f we become aware of any apparent rmsstatements within 1t.
Basis of audit opinion

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board. An andit includes
exanunation, on a test basis, of evidence relevant to the amounts and disclosures 1n the financial statements. It also includes an assessment of the sigmficantestimates
and judgments made by the Directors 1n the preparation of the financial statements, and of whether the accounting policies are appropnate to the Company's
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary 1o order to provide us wath sufficient
evidence to gave reasonable assurance that the financial statements are free from matenial musstatement, whether caused by fraud or other imegulanty orerror In
formung our opimion we also evaluated the overall adequacy of the presentatton of information 1n the financtal statements.

Opinion

In our epimon

- the financial statements give a true and fair iew, 1 accordance wath Umited Kingdom Generally Accepted Accounting Practice, of the state of the
Company’s aflairs as at 31 March 2007 and of the Company’s loss for the year then ended,

- the financial statements have been properly prepared 1n accordance wath the Compames Act 1985, and

- the mformation g1yen 1n the Directors’ report 15 consistent wath the financial statements.

ok & ur
Emst & Young LLP
Regstered Auditor

London
29* May 2007
|




Magnox Electric Ltd

PROFIT AND LOSS ACCOUNT
Fer the year ended 31 March 2007
2007 2006 2006 2006
Continuing Continuing  Discontinued
operations opersations operations Total
Note M £M iM iM
Gross revenue (including Site Licence Company 640 577 - 577
costs under management)
Site Licence Company costs under management (606) (548) - (548)
Gross turnover 34 29 - 29
Operating costs and expenses 3 33 29 - {29
Operating profit 1 - - -
Exceptional items
Profit on disposal of business 2 - 4,077 4,077
Profit before investment income, interest and 1 - 4,077 4,077
taxation
Interest receivable and simmlar income 6 - 419 419
Interest payable and sinular charges 7 - - (202) (202)
Profit on ordinary activities hefore taxation 1 4,294 4,294
Tax on profit on ordinary activities 8 [&5] - {126)
(Loss)/profit on ordinary activities after 14 ®) - 4,168
taxation
(Loss)/profit transferred to reserves () - - 4,168
In 2006 the operations that transferred as part of the restructuning under the Energy Act 2004 are disclosed as discontinued operations.
STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
For the year ended 31 March 2007
2007 2006
£M iM
(Loss)/profit for the financial year 8) 4,168
Actuanal (Yoss) / gain recogmsed 1n the pension scheme (note 15) {113) 63
Acmanal (loss) / gain borne by the NDA 113 (63)
Capital contnbution to facihitate sectionalisation of Electricity Supply Pension Scheme (ESPS) 12 -
Taxaton charge {4)
Total recognised gains and losses relating to the financial year - 4,168




Magnox Electric Ltd

BALANCE SHEET
At 31 March 2007

Current assets

Debtors
Amounts falling due wathin one year
Amounts falling due after one year

Cash at bank and in hand

Creditors amounts taliing due within one year
Net current assets

Total assets less current habtlitiey
Creditors
Pension amount to the benefit of the NDA

Net assets/(liabilities) excluding pension (hability)/asset

Pension (hability) / asset
Net assets meluding pension (lability)/asset

Capital and reserves
Called up share capital
Profit and loss account
Shareholders’ Funds — Equity

On behalt of the Board of Directors

e
mpan! Dutector
9* May 2007

Notes

10
15

11

15

15

12

13

™M

256

84
339
339

256

2007 2006
M ™M M
331
331
1
332
332
84 ;
84
S )
: )
84 )
(84) 9



Magnox Electric Ltd

NOTES TO THE ACCOUNTS
At 31 March 2007

1 ACCOUNTING POLICIES

The following accounting policies have been apphed consistently in dealing with 1tems which are considered matenal in relation {o the financial statements.

Accounting convention
The accounts are prepared under the histonical cost convention 1n accordance with applicable Umted Kingdom accounting standards.

These accounts have been prepared on a going concern basis.

Group accounts
The Company 15 exenpt from prepanng group accounts in accordance with secthon 228 of the Compames Act 1985  Accordingly the accounts present
nformation about the Company as an individual undertaking and not about 1ts Group

As the Company 15 a wholly owned subsaidiary of Reactor Sites Management Company Ltd, the Company’s votng nights are controlled wathin the group
headed by Bntish Nuclear Fuels Ple, the Company has taken advantage of the exemption contaired 1n FRS 8 and has therefore not disclosed transachons
ot balances with entihes which form part of the group (or investees of the group quahfying as related parties) The consolidated financial statements of
Bntsh Nuclear Fuels Ple, watlon winch this Company 1s included, can be obtamed from the address given m note 17

Turnover
Tumnover 15 net of costs recoverable from the NDA and represents the net fees earned under contract wath the NDA.

Taxation
Deferred tax 1s recogmsed, without discounting, 1n respect of all tnung differences between the treatment of certain 1tems for taxation and accounting
purposes which have ansen but not reversed by the balance sheet date, with the following exceptions

¢ Deferred taxaton assets are only recognised 1f1t1s considered more likely than not that there will be smtable profits from which the fature reversal of
the underdying tming difference can be deducted, and

* Provision ts made for gains on disposal of fixed assets that have been rolled over into replacement assets only where, at the balance sheet date, there1sa
commmtment to dispose the replacement assets

» Deferred taxation 1s measured on a non-discounted basis al the taxation rales that are expecied to apply 1 the penieds m which trung differences
reverse, based on taxation rates and laws enacted or substantively enacted at the balance sheet date

Foreign currencies

Transactions o foreign currencies are recorded at the rate ruling at the date of the transaction or at the contracted rate 1f the transaction 1s covered by a
forward exchange contract. Monetary assets and habilities denormnated 1n foreign currencies are translated at the rate of exchange ruling at the balance
sheet date or 1f appropnate at the forward contract rate  Exchange dufferences are taken to the profit and loss account.

Pensions

The Company prownides penston schemes for the benefit of the majonty of 1ts employees. The schemes are funded by contnbutions partly from the
employees and partly from the Company Thess payments are made 1o a separately admmstered fund for the Electncity Supply Pension Scheme The
Combined Pension Scheme 15 accounted for as a defined contnbution scheme, contnbutions are paid to and benefits are paid by Her Majesty’s
Government via the Consohdated Fund.

The contnbutions to each of these funds are based on independent actuanal valuations designed to secure the benefits as set out 1 the rules.

For those schemes with scparately administered fund the assets are measured using market values whilst the liabihties are measured using a projected untt
method and discounted at the current rate of return on a hagh quality corperate bond of equivalent term and currency to the hability

The pension scheme surplus (to the extent that 1t 13 recoverable) or deficit 1s recogmsed 1n full with a corresponding asset orhability to the NDA for the
full value of the deficit/surplus The movement 1n the scheme surptus/deficit afler taking account of any amounts falling due/from the NDA are spht
between operating charges, finance items and, actuanal gains and losses, within the Statement of Total Recogmsed Gains and Losses




Magnox Electric Ltd

NOTES TO THE ACCOUNTS (contmued)
At 31 March 2007

2

3

4

PROFIT ON DISPOSAL OF BUSINESS
The profit on disposal of business relates to the accounting year ended 3 1 March 2006

The balances below were subject to restructunng under the Energy Act 2004

2007 2006

M iM
Internal loan wnte off - (854)
Transfer of business operations and associated provisions - 11,180
Termnation of Secretary of State’s Undertaking - (6,375)
Group contnbution to tax charge (note 8) - 126
- 4,077

On 1 Apnl 2005, certain assets and habihbes of the Company were transferred to the NDA by means of transfer schemes under the Energy Act 2004 The
nuclear sites and relevant installations on these nuclear sites owned by the Company were designated and transferred to the NDA and the Company now
operates these sites under M&O contracts wath the NDA.

The intention was that the NDA would take full financial responsibihity for the decorrmmssioning and clean-up of the desagnated nuclear sites and relevant
mstallations transferred. However, the European Conmmussion 1nstigated a formal State Aid inveshgation in respect of the creation and fiunding of the NDA.
Transitonal arrangements were therefore put 1 place untl the State Awd investigation was cornpleted. These ensured that no new resources were made
available to the NDA and no advantage conferred on the Company duning the transiional penod.

The European Commussion has approved the establishment of the NIDA. On 31 March 2006 the agreement, under section 21(9) of the Energy Act 2004,
hirmting the NDA’s financial responsimhties’ for funding the Site Licence Companies was cancelled and the Secretary of State’ s Undertaking was temmnated.
The nuclear provisions for which the NDA now has full financtal responsibility are reflected in the accounts of the NDA and are no longer recogmsed by the
Company

Assets transferred under the Energy Act 2004 include tangible fixed assets, the Secretary of State’s Undertaking and cash Liabilities for which the NDA now
take responsibility include nuclear provisions and other provisions

Transfers of assets and hatihties under the Energy Act 2004 have exther been charged or credited to the profit and loss account as an exceptional item.

NET OPERATING COSTS AND EXPENSES

2007 2006
iM M
Management fees paid to parent Company 34 29
Reduction 1n amount due from the NDA following payment into the pension scheme by Bntish 12 -
Nuclear Fuels plc
Bonus pmd to employees 4 -
Reimbursement from Bntish Nuclear Group Ltd for bonus pad to employees @ -
Reimbursement ot taxation charge from Bntish Nuclear Fuels ple (13) -
33 29

Auditors’ remuneration was £107,000 (2006 £157,000) This represents £87,000 for statutory audit fees (2006 £124,000) and £20,000 (2006 £33,000)
for other services,

EMPLOYEE INFORMATION (including Executive Directors)

Restated

2007 2006

iM £M

Wages and salanes 167 153
Soctal secunty costs 15 14
Pension costs 44 35
Other staff costs 21 9
247 211

The directors bave reviewed the disclosure of staff costs inctuded 1n the accounts for the year ended 31 March 2006 1n hight of changes m the pension
armngements for the company outlined in note 15 Following this review, pension costs disclosed m this note 1n respect of the year ended 31 March 2006
have been restated. Penston costs have increased from £20M to £35M  There 1s ro tmpact on any other amounts included 1 the accounts,

10




Magnox Electric Ltd

NOTES TO THE ACCOUNTS (contmued)

At 31 March 2007

4 EMPLOYEE INFORMATION (Continued)
Penston costs disclosed above now includes FRS 17 current and past service costs (note 15) charged to the profit and loss account together wath
contnbubons pard to defined contribution schemes. All contnbutions paid are included 1n site hicence costs under management and are recovered from the
NDA on a pmd basts. Amounts relating to FRS 17 charges are included 1n the profit and loss account together with offseting amounts reflecting the fact
that any overall pension surplus or deficit 1s for the benefit to/to be funded by the NDA.
The average number of employees during the year was 3,608 (2006 3,532)

Employee costs are directly recoverable from the NDA.

5 DIRECTORS' EMOLUMENTS

2007 2006
£000 £000
_Aggregate emoluments 609 866
Retirement benefits are accrmng to 3 Directors (2006 4) under a defined benefit scheme
Aggregate emoluments for the ighest paid Director 275 358
Defined benefit pension scheme for lmghest paid Director
Accrued pension at end of year 15 35

All Drrectors are employed by the Company's parentor ulumate parent undertaking  Those ermployed by the parent undertaking are seconded to the Cornpany
The emoluments detailed above include no remuneration in respect of Mr Brandweod. All of Mr Brandwood's emoluments for the year were bome by another
group undertaking

6 INTEREST RECEIVABLE AND SIMILAR INCOME

2007 2006
£M £M
Interest receivable from Secretary of State’s Undertaking - 419
Fmance income from the pension scheme 1n both the current and previous year has been attnibutable to the NDA,
7  INTEREST PAYABLE AND SIMILAR CHARGES

2007 2006
£M iM

Revalonsation on nuclear provisions
Changes in pnice levels - 104
Reversal of one year’s discounting - 98
- 202

Finance payable on the pension scheme 1n both the current and previous year has been bore by the NDA.
I 8 TAX ON PROFIT ON ORDINARY ACTIVITIES
a)  Analysis of tax charge in year
2007 2006
£M £M
Corporation tax

Current tax on income for the penod 2 126
Adjustments in respect of prior penods 7 -
Tax on profit on ordinary activities 9 126

11




Magnox Electric Ltd

NOTES TO THE ACCOUNTS (continued)
At 31 March 2007

8 TAX ON PROFIT ON ORDINARY ACTIVITIES (continued)

b)  Factors affecting tax charge for year

The tax assessed on the profit on ordinary activities for the year1s different from the standard rate of Corporation tax 1n the UK of 30% The differences are

reconciled below

2007 2006
iM iM
Profit on ordinary activihies before taxation 1 4,294
Tax on profit at 30% (2006 30%) - 1,288

Effects of
Expenses not deductible for corporation lax purposes 2 (1,162)
Adjustments to tax charge in respect of pnor penods 7 -
Current tax charge for the year 9 126

In 2006 the corporation tax hability arose pnmanly 1n respect of income from the Secretary of State’s Undertaking (the derecognition of which was delayed
due to the State Axd review process) The tax hability was metby Brntish Nuclear Fuels PLC The company has an unrecogmsed deferred tax asset amounting
to ml (2006 ml)

9 INVESTMENTS

Shares in
subsidiary
undertakings
M
Cost
At 1 Apnl 2006 and 31 March 2007 2
Provisions
At 1 Apnl 2006 and 31 March 2007 (2)
Net Book Value

At 31 March 2006 and 31 March 2007 -

The investment 1n Energy Sates and Tracding Linuted hasbeen 100% 1mpatred as any proceeds from disposing of the investment wall be rematted directly to the
NDA

Details of the pnincipal investment 1n which the Company held more than a 20% participating interest duning the year 1s as follows

Name Country of Holding Proportion Held  Nature of Business
Incorperation
Energy Sales and Trading Lirmted England and Wales Ordinary Shares 100% Electnaity trading and

nsk management services

10 DEBTORS

2007 2006
£M £M

Amounts falling due in less than one year
Amounts owed by Group Undertaking 19 -
Amounts owed by Parent Undertaking - 126
Working capiial recoverable from the NDA 237 205
256 331

12




Magnox Electric Ltd

NOTES TO THE ACCOUNTS (continued)
At 31 March 2007

11 CREDITORS amounts falling due within one year

2007 2006
iM M
Trade credstors 74 75
Amounts owed to parent undertaking 19 13
Amounts owed to other group undertakings 4 19
Corporation tax 13 126
Other taxes and social secunty costs 4 9
Accruals and deferred income 98 54
Other creditors 44 36
256 13
12 SHARE CAPITAL
2007 2006
£ £
Authonsed
50,000 ordinary shares of £1 each 50,000 50,000
Allotted and called up
2 ordinary shares of £1 each fully paid 2 2
49,998 ordinary shares of £1 each 25p paid 12,500 12,500
12,502 12,502
13 RECONCILIATION OF MOYEMENT IN SHAREHOLDERS® FUNDS
2007 2006
£M £M
(Lossyprofit for financial year (8) 4,168
Actuanal (loss) / gain recogmsed in the pension scherne (113) 63
Actuanal (loss) / gain bome by the NDA 113 (63)
Capital contnbution by British Nuclear Fuels plc to tacilitate secitonalisation of the 12 -
Magnox Electnc Group ot the Electricity Supply Pension Scheme (ESPS)
Taxation charge recogmsed in Statement of Recogmised Gains and Losses 4) -
- 4,168
Opening shareholders funds - (4,168)
Closing shareholders tunds - -
14 RESERVES
Profit and loss
account
£m
Balance at 1 Apnl 2006 N
Loss for the financial year (8)
Capital contmbution by Bntish Nuclear Fuels ple to facilitate sectionalisation of the Magnox Electric Group of the 12
Electneity Supply Pension Scheme (ESPS)
Taxation charge recogmsed in Statement of Recogmsed Gans and Losses (4)

Balance at 31 March 2007

13




Magnox Electric Ltd

NOTES TO THE ACCOUNTS (contmued) .
At 31 March 2007

15

PENSIONS
Defined contribution scheme

The Combined Pension Scheme {CPS) 1s a mulu-employer scheme which pronides defined benefits to 1ts members, [n common with other unfunded
public sector schemes the CPS does not have the attnbutes of typical private sector pension schemes. Any surplus of contnbutions made in excess of
benefits pard out 1n any year is surrendered to the Consolidated Fund and any habilities are met from the Consolidated Fund via the annual Parlamentary
vote Her Majesty's Government does not muntan a separate fund.

Pror to 1 Apnl 2006 the scheme valuation was based on a theoretical calculation as to how a typical UK pension scheme would have invested the
istonical surplus of contnbutions over payments. In year ended 31 March 2006, the Group disclosed the FRS 17 valuation of the scheme which was
based on a theoretical calculaton to denve notional assets and a notonal surplus, This surplus was not recognised at 31 March 2006 in accordance with
FRS 17 due to the notional nature of the assets supporting the scheme and the fact that the Group has no nghts to the surplus other than as allowed by the .
scheme manager '

On 1 Apni 2006 the funding arrangements for the scheme changed, employer contnbutions are now set using the SCAPE (Superannuation Contnbutions
Adjusted for Past Expenence) methodology Under thus methodology the notional assets are no longer deemed to exist, the accrued habihites at 1 Apnl
2006 were deemed to be secured and no notional surplus or deficit 1s ascnibed to the Group at that date  Future employer contnbutions wall be adjusted to
reflect the hability expenence afler 1 Apnl 2006

The Company has a contimung obligation to the CPS to pay contnbution rates for active members specified by the actuary 1n the penodic valuation
reports Contnbutions payable by the company for the year amounted to £2 16M (2006 £MNil) of which £0 17M (2006 £Nil) was ouistanding as at 31
March 2007

Defined benefit scheme
The Electnaity Supply Pension Scheme 1s a funded scheme  Magnox Electnic Ltd employees are covered by the Magnox Electnc Group of the scheme  The

most recent tnennial acteanal valuation of the scheme by a qualified independent actuary took place at 31 March 2004 The projected unit method was used
and the main long-term assumptions made were as follows

Dhscount rate 4 9% per annum
Salary increase 4 0% per annum
Pension increase 3 0% per annum
Inflation assumption 3 0% per annum

The results of the valuation were as follows

Market value of scheme ussets £1,205 5SM
Level of fanding 89 1%

In hght of the valuation results Magnox Electne agreed to

»  Increase future service contnbutions to 16 1% of pensionable salanes with effect from 31 March 2005

. Pay a contnbution of £35 98M no later than 31 March 2005

. Pay contnbutions of £24 9M no later than each 31 March, from 2006 to 2011 nclusive

The latest actuanal valuation has also been updated by a qualified independent actuary to 31 March 2007 on a basis consstent with FRS17

The pension cost charge for the year represents contnbutions payable by the Company to the scheme and amounted to £18M, (2006 £75M) These
contributions payable are recoverable from the NDA. There were no cutstanding contnbutions at the year end.

The major financial assumpuons used by the actuary for the FRS17 actuanal assessment were

2007 2006 2005
Discount rate 54% 49% 54%
Rate of increase 1n salanes 42% 40% 39%
Rate of increase 1n pensions 312% 30% 30%
Inflation assumption 32% 30% 29%
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Magnox Electric Ltd

NOTES TO THE ACCOUNTS (continued) -
At 31 March 2007

15 PENSIONS (continued)

Under FRS17 the fasr value of the assets and habihities of the Magnox Electric Group of the Electneity Supply Penston Scheme 15 detaled below

Expected  Fair Value Expected Farr Value Expected Fair Value
Return 2007 Retum 2006 Return 2005
2007 £M 2006 £M 2005 £M
Equity 79% 57 75% 33 7 7% 886
Government bonds 47% 763 43% 515 4 7% 209
Corperate bonds 52% 93 4 7% 99 52% 84
Property 6 9% 123 6 5% 120 6 7% 104
Other (including cash) 55% 79 46% 89 4 8% 74
Total fair value of assets 1,629 1,656 1,357
Present value of scheme habihbies a1,y {1,647) (1,470)
(Deficit)/Surplus 1n the scheme (84) 9 {113)
Net pension (habihity) / asset (84) 9 (113)
Amount to the cost/(benefit) of the NDA 34 (9) -
Net pension (liability) / asset - - (113)
Analysis of the movement in scheme surplus / {deficit) during the year
2007 2006
M iM
Surplus/(Deficit) at beginming of the year (excluding deferred tax) 9 (113)
Current service cost (26) 21y
Contnibutions pard 47 81
Past service costs (16) (14)
Other finance income 20 13
Actuanal {loss)/gain {113) 63
(Deficit)/Surplus pnor to sechonahisation (79) 9
Surplus transferred to other group compames on sectionalisation of the pension 5) -
scheme at 31 March 2007
At 31 March (84) 9
Analysis of the amount that has been charged to operating profit
2007 2006
£iM £M
Current service cost 26 21
Past service cost 16 14
Total operating charpe 42 35
Amounts charged to operating profit in both the current and previous year have been borne by the NDA
Analysis of the amount credited te other finance income
2007 2006
£M £M
Expected return on pension scheme assets 100 92
Inlerest on pension scheme habihhes (80) (79)
Net return 20 13
Finance paysble on the pension scheme 1n both the current and previous year has been bome by the NDA.
Analysis of the amount that has been recognised in the Statement of Total Recogmsed Gains and Losses
2007 2006
£M £M
Actual return less expected return on scheme assets 59) 196
Expenence loss on scheme hatnlities (18) 2
Changes 1n assumption underlying the value of the habilities (36) (135)
Actuarial (loss)/gain recognised in STRGL (113) 63

Actuanal losses and gains m both the current and previous year has been bomne/for the benefit of the NDA.
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Magnox Electric Ltd

NOTES TO THE ACCOUNTS (continued)
At 31 March 2007

15 PENSIONS (continued)
History of experienee in gains and losses

The tistory of expenence gains and losses set out below are in respect of the Electnaity Supply Pension Scheme as a whole

2007 2006 2005 2004 2003

£M LM M M M

Actual return less expected return on scheme assets (59 196 44 174 (307)

Percentage of scheme assets at end of year 3 5% 11 8% 32% 14 4% (30 8)%

Expenence gamns and losses on scheme habihities (18) 2 27) (8) 47

Percentage ot scheme liabihities at end of year (10)% 01% (18)% 05y 3 8%

Total amonnl recognised 1n statement of total recogmsed gains and (113) 63 2n 125 (332)
losses

Percentage of scheme habilittes at end of year (6 5)% 38% (14)% 9 4% (26 6)%

In the year to 31 March 2007 and going forward the pension find has been and wall be 100% funded by the NDA. Any deficat on the fund 1s recervable from
the NDA and consequently any surplus is to the benefit of the NDA.

16 ULTIMATE PARENT UNDERTAKING

The Company 15 a subsidiary undertaking of Reactor Sites Management Company Limied, a Company registered and incorporated 1n England and Wales.
The ulimate parent undertaking 1s Bntish Nuclear Fuels PLC  The consolidated accounts of this company are available to the pubhc and may be obtained
from 1100 Daresbury Park, Daresbury, Warnngton, WA4 4GB

In the Directors’ opinton, the Company’s ultmate controlling party 13 Her Majesty’s Government.

17 RELATED PARTY TRANSACTIONS

As the Company 1s a wholly owned subsidiary of Bntish Nuclear Fuels PLC, the company has taken advantage of the exemphion contained in FRS 8 and has
therefore not disclosed transactions or balances with entities which form part of the group

Undertakings undet common control of Her Majesty’s Government include the NDA. Dunng the year the company earned fee mcome of £34 rulhon from
the NDA. for the provision ot services related to the operation and decommusstoning of the Magnox type power statbions. Costs under management of £606
mullion were incurred on behali of the NDA dunng the year in relation to the costs associated with the operation and decommmssioning of the power stations,
As at 31 March 2007 there was a balance owed by the NDA to the Company of £237 mullion
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