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Sellafield Limited
Directors’ report and financial statements
31 March 2013

Directors’ report
The directors present their directors’ report and financial statements for the year ended 31 March 2013

Results and dividends

The profit before taxation was £31 mullion (2012 profit £51 millien) I[n 2013 the Company earned fees totalling £39 million
under the Management & Operations (M&0O) contract with the Nuclear Decommissioming Authority (NDA) (2012 £59 mullion)

The profit for the year, after taxation, amounted to £29 mullion (2012 profit £42 million).

Interim dividends totalling £19,000,000 have been paid during the current financial year in relation to the year ending 31 March
2012 as follows

Date declared Amounts, £ Date paid to shareholder
17 May 2012 5,000,000 21 May 2012

14 June 2012 5,000,000 25 June 2012

18 December 2012 8,000,000 18 December 2012

28 February 2013 1,000,000 1 March 2013

A final dividend of £3,985,000 for the year ¢nded 31 March 2012 was declared on by the Board on 10 May 2013 and paid to the
shareholder on 13 May 2013

An intenm dividend totalling £4,000,000 has been paid during the current financial year 1n refation to the year ending 31 March
2013 as follows

Date declared Amounts, £ Date paid to shareholder
27 September 2012 4,000,000 28 September 2012

Principal activities, review of the business and foture developments

The principal role of the Company 15 to opetate nuclear sites under the site licence and operation contract with the NDA. This
includes nuclear facility management and operations, and managing the customer interface between the company and utidities,
both in the UK and overseas, that send used fuel to Sellafield for recycling

All costs incurred by the Company 1n the performance of the Management and Qperations (M&0O) contract are reimbursed by the
NDA, unless they are specifically disallowable under the contract The Company puts i place advance agreements with the

NDA to obtain pre-approval of certan items of expenditute, to ensure that the expenditure 15 allowable under the terms of the
M&OQ coatract

The directors’ aun 15 to operate the nuclear sites safely and earn a significant percentage of the available fee pool from the NDA.

On 30 November 2012 the acuvities carmed out by the Company under the M&O contract 1n respect of the Capenhurst site were
transferred to Capenhurst Nuclear Services Limuted, which 1s a subsidiary of Urenco UK Limuted

Research and development

All research and development costs, £78 mullion (2012 £75 mllion), relate to the Company and are directly recoverable from the
NDA, as explained 1n accounting policy note 2 2f

Policy and practice on payment of creditors

The Company has continued 1ts commutment to the Prompt Payers Code of Practice drawn up by the Confederation of British
Industry (CBI), with rigorous momtoring of payment performance Copies of the Code are available from CBI, Centre Pornt, 103

New Oxford Street, London, WC1A 1DU  Over the year 90% (2012 94%) of invoices submutted against the standard payment
terms of 30 days net monthly were paid on time




Sellafield Limated
Drrectors’ report and financial statements
31 March 2013

Directors’ report (continued)
Directors

The directors who held office during the year were as follows
Dr G T Wright

Mr A Price (appointed 1 May 2013)

Mr G D Bevenidge

Mr D Cooper

Ms K McNeel

Mr P Foster

Mr D L Becker

Lord Clatk of Windermere

Rear Admural T C Chittenden

Mr N W R Smuth

Secretary

Mr C L Fidler

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

According to the register of directors’ interests, no nights to subscribe for shares 1n or debentures of the Company were granted to
any of the directors or thewr immediate families, or exercised by them, during the financial year

Directors’ and officers’ liability insurance

Directors’ and officers’ Liabithity insurance 1s provided, covering iter alia the defence costs of aivil legal proceedings and the

damages resulting from the unsuccessful defence of such proceedings except, in 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 Indemmty with certain of the Directors These indemmties are
qualifying third party indemnity provisions for the purposes of the Companies Act 2006 (UK)

Politrcal and charitable contributions

The Company made no political contributions during the year (2012 £ml). Donations to UK charities amounted to £7 5 million
(2012 £7 5 mulhion), which includes £6.6 million (2012 £6.6 mullion) to support West Cumbrian economic regeneration
mitiatives  Payments of £3 ¢ mullion have been made under contract from the NDA (2012 £3 0 mullion), while the remaming
payments of £4 5 million (2012 £4.5 million) are disallowable costs under the M&O contract

Employees

The Company attaches importance to the mvolvement of its employees 1n the Company’s development and has continued 1ts
previous practice of keeping them informed on matters affecting them as employees and on the vanous factors affecung the

performance of the Company Employee representatives are consulted regularly on a wide range of matters affecting the current
and future mnterests of the employees

Employee mvolvement 1n the performance of the Company 1s encouraged through various bonus and remuneration schemes

The Company 1s commutted to a policy of equal opportumties for all employees Great care 15 exercised 1n our recruitment and
selection procedures to ensure that there 1s no discrimination and that training 15 given to meet individual needs Applications by
people with disabilities are given full and fawr consideration and wherever pracucal, provision 15 made for their special needs

The same critera for training and promotion apply to people with disabilities as to any other employee If an employee becomes
disabled, every effort 1s made to ensure therr continued employment
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Directors’ report (continued)
Principal risks and uncertainties

As discussed in notes 2 2m and note 21, the Company uses forward foreign currency contracts and currency options to reduce
foreign exchange rate exposure on certain assets, liabilities and firm commitments The Company does not engage 1n speculative
treasury arrangements, and all of 1ts activities are designed to support underlying business activities  All treasury activities are
carned out under pelicies approved by the Board

Under the industry model, the Company does not have mayor working capuital requirements because almost all expenditure 1s at
the UK sites where the Company 1s the M&O contractor and 1s funded by the NDA under defined contract terms The
Company’s financial performance 15 driven by the performance against the NDA’s performance-based imitiatives (PBI's) and
efficiency targets, which form the basis of fees ecamed under the M&O contract The Company’s working capital requirements
are provided by 1ts parent company, Nuclear Management Partners Limited (NMP), and the shareholders of NMP {see note 19)

In the unlikely event that the NDA was no longer able to provide the funding for the Company to continue 1ts waste management
and decommissioming activities in comphance with the site heence conditions, the NDA would be required to purchase the
Company for a nominal sum, thus reinforcing the NDA’s responsibility for the underlying habilities

Going concern

The directors have concluded that the use of the going concern basis of accounting 15 appropriate because there are no material
uncertainties related to events or conditions that may cast sigmficant doubt about the ability of the Company to continue as a
going concern

The contractual arrangement between NMP, the NDA and the Company 1s structured as an imttal 5 year period ending 31 March
2014, with the NDA having the power to extend the contract for up to 17 years mn total in tranches of 5 years, with the final
period being 2 years The first 5 year period expires on 31 March 2014 and discussions are ongoing between the three parties
with respect to contract renewal

Events since the balance sheet date

A final dividend of £3,985,000 for the year ended 31 March 2012 was declared by the Board on 10 May 2013 and paid to the
sharcholder on 13 May 2013

Directors’ statement regarding informatton 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
enquines of fellow directors and the company’s auditor, each director has taken all the steps that he/she 1s obliged to take as a
director in order to make himself/herself aware of any retevant audit informatton and to establish that the audstor 15 aware of that
mformation

Annual General Meetings and Auditors

In accordance with the requirements of the Companies Act 2006 the Company 1s not required 10 hold an Annual General Meeting
or to re-appoint the Auditors on an annual basis

By order of the board

C L Fidler Booths Park

Secretary Chelford Road
Knutsford

Date: (2 /4 /24.-: 12 Cheshire

Registered Company Number; 1002607 WAI16 8QZ
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Directors’ responsibilities statement

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

applicable United Kingdom law and those [nternational Financial Reporting Standards (IFRSs) as adopted by the European
Union

Under Company Law the directors must not approve the company financial statements unless they are satisfied that they present

faurly the financial posiuon, financial performance and cash flows of the company for that peried In preparing the company
financial statements the directors are required to

+ select suitable accounting pohcies 1o accordance with 1AS 8: Accounting Policies, Changes in Accounnng Esnmates
and Errors, and then apply them consistently,

present information, mcluding accounting policies, 1n a manner that provides relevant, reliable, comparable and
understandable information,

provide additional disclosures when compliance with the specific requirements iz IFRSs 1s insufficient to enable users

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

+  state that the company has complied with IFRSs, and

make judgements and estimates that are reasonable and prudent

The duectors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the company financial statements comply with the Companies 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 irregularities
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SELLAFIELD LIMITED

We have audited the Directors’ report and the financial statements of Sellafield Limated for the year ended 31 March 2013 which
comprise the Income Statement, the Statement of Comprehensive Income, the Statement of Financial Position, the Statement of
Changes 1n Equity, the Statement of Cash Flows, and the related nrotes 110 21 The financial reporting framework that has been

applied 10 their preparation 1s applicable law and International Financial Reportng 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 Our audit work has been undertaken so that we mught state to the company’s members those matters we are required to
staie to them n an auditor’s report and for no other purpose To the fullest extent permitted by law, we do not accept or assume

Tesponsibihily 1o anyone other than the company and the company'’s members as a body, for our audit work, for this report, ot for
the opinions we have formed

Respective responsibilities of directors and auditor

As explaned more fully in the Directors’ responsibilitics statement set out on page 6 the directors are responsible for the
preparation of the financial statements and for bemg satisfied that they give a true and fair view Our responsibility 1s to audit
and express an opinion on the financiat statements 1n accordance with applicable law and International Standards on Audiung
(UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethucal Standards for Auditors

Scope of the audit of the financial statements

An audit mvolves obtaiming evidence about the amounts and disclosures 1o the financial statements sufficient 1o give reasonable
assurance that the financial statements are free from material msstatement, whether caused by fraud or error 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 ssgmficant accounting estimates made by the directors, and the overall
presentation of the financial statements In addition, we read all the financial and non-financial information 1n the Directors’
report and financial statements to 1dentify matenial snconsistencies with the audited financial statements If we become aware of
any apparent material misstatements of 1COnsistencies we consider the impiications for our report

Opinion on financial statements

[n our opimion the financial statements

e give a true and fair view of the state of the company’s affarrs as at 31 March 2013 and of us profit for the year then ended,
e have been properly prepared in accordance with IFRSs as adopted by the European Union, and

s  have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinicn on other matter prescribed by the Companies Act 2006

in our opmion the information given 1n the Directors’ report for the financial year for which the financial statements are prepared
1s 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 matters where the Compamies Act 2006 requires us to report to you if, n
our opinton

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been recerved from branches not
visited by us, or
the financial statements are not m agreement with the accounung records and relurns, ot
certain disclosures of directors’ remuneration specified by law are not made, or

+  we have not recerved all the information and explanations we require for ouwr audit

L5

Barry Flynn (Senior’statutory auditor)
for and cn behalf of Ernst & Young LLP Statutory Auditor
Manchester

\3/6/1a13
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Income statement
For the 12 months ended 31 March 2013

Notes 2013 2012

M £M

Gross revenue incleding fees and Site Licence Company 1,703 1,621
costs under management
Less Site Licence Company costs under management 4 (1,664) (1,562)
excluding fees
Revenue 4 39 59
Operating costs and expenses 4 (8) 8
Operating profit from continung operattons ki 51
Profit on continuing activities before taxation 3 51
Tax expense 7 2) ()]
Profit for the year 13 29 42
Profit attributable to:
Equity holders of the company 13 29 42

Continuing operations tn 2013 and 2012 clude the fees earned from the NDA on the work undertaken by the Company
All of the Company’s operations 1n both 2013 and 2012 are continuing




Statement of comprehensive income
For the 12 months ended 31 March 2013

Profit for the year

Other comprehensive mcome:

Actuarnal (loss) recogmsed on the GPS section of the CNPP

Actuarnial foss not recogmsed on GPS due to IFRIC 14

Actuarial loss on the GPS section of the CNPP 1o be funded by the NDA
Actuarial (loss) recognised on CNPP defined benefit pension plan
Actuarial loss not recognzsed on CNPP due to IFRIC 14

Actuanal loss on CNPP to be funded by the NDA

Other comprehensive income for the year, net of tax
Total comprehensive income for the year

Total comprehensive income attributable to:
Equmity holders of the company

Sellafield Limited
Directors’ report and financial statements

31 March 2013
Notes 2013 2012
iM M
29 42
17 6N (24)
17 6 24
17 3 -
17 o9 (34)
17 - 16
17 94 18
29 42
29 42




Statement of financial position
At 31 March 2013

Assets

Non-current assets

Deferred tax assets

NDA receivable 1n respect of pension hability
Other debtors

Total non-current assets
Current assets
Trade and othet teceivables

Cash and cash equivalents

Total assets

Current liabifities

Trade and other payables
Non-current liabilities

Other non-current financial habilities

Pension hability
Total liabilities

Net assets

Capital and reserves

Equity share capital

Retaned earnings

Total equity

Sellafield Limuited
Directors’ report and financial statements
31 March 2013

Notes 31 March 31 March

2013 2012
™M M
7 2 4
17 156 20
8 12 4
170 28
9 305 284
10 4 7
309 291
479 319
11 (294) (274)
11 - 2)
17 (156) (20)
(450) (296)
29 23
12 . .
13 29 23
29 23

These financial statements were approved by the board of directors on 12 June 2013 and were signed on 1ts behalf

by
tpﬂ,(j‘aﬁx 12,618

Dan Becker, Director

Registered Company Number 1002607

10




Statement of changes in equity
Jor the year ended 31 March 2013
Sharekolders’ funds at 1 Apnil 2012

Total comprehensive income for the year

Dividends (note 14)

Changes 1n equuty for year ended 31 March 2013

Shareholders’ funds at 31 March 2013

Sellafield Limited
Directots’ report and financial statements
31 March 2013

Share Retamed Total
capital earnings equity
£M £M M
- 23 3
- 29 29
- (23) (23)

- 6 6
- 29 29

11




Statement of cash flows
for the year ended 31 March 2013

Operating activities
Profit before tax on continuing activities

Non-cash adjustment to reconcile profit before tax to net cash flows
Taxation credit due to NDA

Working capital adjustments
[ncrease 10 trade and other recervables and prepayments
Increase 1n other debtors
Increase 10 trade and other payables

Cash payments to NDA in respect of utilisation of tax losses carnied forward

Net cash flows from operating activities

Financing activities
Dividends paid to equity holders

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

Net cash at 31 March

Sellafield Limited
Diarectors” report and financial statements

31 March 2013
2013 2012
£M iM
31 51
3 3
(21) -
@) )]
18 5
3 (12)
20 43
(23) (44)
3) 4}
7 8
4 7

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 2013 were authonsed for 1ssue 1n accordance
with a resolution of the directors on 12 June 2013 The Company 1s a limuted company incorporated and domiciled
m the UK. The registered office 15 located at Booths Park, Chelford Road, Knutsford, Cheshire in the UK.

The principal activity of the Company 1s to operate nuclear sites under the site licence and operations contract with
the NDA,

2.1  Basis of preparation and statement of compliance

The financial statements have been prepared in accordance with the requirements of Intermational Financial
Reporting Standards (IFRS) as adopted by the European Union (EU), including International Accounting Standards
(IAS) and interpretations issued by the International Financial Reporting Committee (IFRIC) and apphed 1n
accordance with the Compames Act 2006 Practice 15 contimung to evolve on the application and interpretation of
IFRS Further standards may be 1ssued by the International Accounting Standards Board (IASB), and standards
currently in 1ssue¢ and endorsed by the EU may be subject to interpretations 1ssued by IFRIC The financial

statements are presented in Sterling and all values are rounded to the nearest million pounds (£M) except where
otherwise indicated

2.2  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, ail assets previously
owned by the Company were transferred on 1 April 2005, with the majonty being transferred to the NDA. The
Company utilises the NDA’s assets as provided for withun the M&O contract between the NDA and the Company

b Foreign currencies

The Company’s functional currency and presentation currency 1s pounds Sterling. Transactions in foreign
currencies are imtially recorded n the functional currency by applying the spot exchange rate ruling at the date of
the transaction Monetary assets and lrabihties denomunated 1n 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 recognition
Revenue 1s recogmsed to the extent that 1t 1s probable that economic benefits will flow to the Company and the
revenue can be rehably measured Revenue 1s measured at the fair value of the consideration received or receivable,

excluding discounts, rebates, VAT and other sales taxes The following cntena must also be met before revenue 1s
recognised

Revenue earned on the M&O contract between the Company and the NDA
Revenue represents the net fees earned on the M&O contract between the Company and NDA. Under the M&O

contract, Sellafield Limited can earn fees based on the Company’s performance against the NDA’s performance-
based wutiatives (PBI’s) and efficiency targets

13
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Notes to the financial statements (continued)

2.2  Summary of significant accounting policies (continued)
d Leases

Company as a lessee

Leases where the [essor retamns a sigmificant 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 line 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 thard 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.

Company policy and practice 1s to review all new sale and purchase agieements to ensure that they do not mclude
embedded leases.

e Post-retirement benefits

The Company provides pension plans for the benefit of all of its employees. The schemes are funded by
contributions partly from the employees and partly from the Company. These payments are made to separately
admimstered funds for the Scllafield section of the Combined Nuclear Pension Plan (CNPP), the Group Penston
Scheme {GPS) secuion of the CNPP and the Electnenty Supply Pension Scheme (ESPS) The CNPP defined benefit

pension plan was closed to new employees with effect from 24 November 2008, from which time membership of a
CNPP defined contribution plan is available

The cost of providing benefits under the defined benefit plans 1s determined separately for each plan using the
projected umit credit method, which attnbutes entitlements to benefits to the current penod (to determune current
service cost) and to the cutrent and pnor periods (to determune the present value of defined benefit obhigations) and
1s based on actuanial advice Past service costs are recogmsed 1n the income statement on a stratght line basis over
the vesting pertod or immedately 1if the benefits have vested. When settlement (eliminating all obhigations for
benefits already accrued) or a curtalment (reducing future oblhigations as a result of a material reduction 1n the
scheme membership or a reduction 1n future entitlement) occurs, the obhigation and related plan assets are re-
measured using current actuanal assumptions and the resultant gain or loss recognised in the income statement
during the period in which the settlement or curtailment occurs

The nterest element of the defined benefit cost represents the change 1n present value of scheme obligations
resulung from the passage of nme, and 1s determined by applying the discount rate to the opening present value of
the benefit obligation, taking into account matenal changes 1n the obligation during the year. The expected return
on plan assets 15 based on an assessment made at the beginning of the year of long-term market returns on scheme
assets, adjusted for the effect on the fair value of plan assets of contnbutions received and benefits paid dunng the

year. The difference between the expected return on plan assets and the interest cost 1s recogmsed 1n the income
statement as other finance revenue or cost

The Company has apphied the option 1n IAS 19 to recogrse actuanal gains and losses in full mn the statement of
comprehensive income 1n the period 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 2 discount rate based on huph quality corporate bonds), less any past service cost not yet
recognised and less the fair value of plan assets out of which the obligations are to be settled directly Faur value 1s
based on market price information and n the case of quoted secunties 1s the published bid price  The value of a net
penston benefit asset is restricted to the sum of any unrecogmsed past service costs and the present value of any
amount the Company expects to recover by way of refunds from the plan or reductions in the future contributions.

14
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Notes to the financial statements (continued)

2.2  Summary of significant accounting policies (continued)
e Post-retirement benefits (confinued)

The NDA 15 the principal employer of the CNPP. The Company does not have an unconditronal nght o actuanat
surpluses on either the GPS or Sellafield sections of the CNPP As a result, under IFRIC 14, surpluses are not
recognised on the balance sheet Any deficits, on both the GPS and Sellafield sections of the CNPP are recogmsed
1n full with a corresponding asset from the NDA for the full value of the deficit.

The Company 1s unable to identfy 1ts share of the underlying assets and liabihines of the ESPS on a consistent and
reasonable basis and therefore, accounts for the scheme as 1f 1t were a defined contnbution scheme

Contributtons to defined contnbution schemes are recognised in the income statement 1n the penod in which they
become payable.

J 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

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

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

h Provisions

A provision 1s recognised when the Company has a legal or constructive obligation as a result of a past event, it 15
probable that an outflow of economic benefits will be required to settle the obligation, and a rehable estumate 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 nisk specific to the hability

Where the Company expects some or all of a provision to be reimbursed, for example under an insurance policy, the
rexmbursement 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 retmbursement. Where discounting 15 used, the
increase 1n the proviston due to unwinding the discount 15 recogmsed as a finance cost

The Company’s accounts historically included prownisions for the Company’s obligations in respect of nuclear
habilities, being liabilities 1n respect of the costs associated wath 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 lhabiliies on the Company’s sites transferred to the NDA, which now has full financial
responsibility for discharging the nuclear habilities on these sites.

i Borroweng costs

Borrowing costs are recognised as an expense when incurred.
J Exceptional items

The Company presents as exceptional items 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, merit separate
presentation to allow shareholders to understand better the elements of financial performance 1n the year, so as to
facilitate comparison wath prior periods and to assess better trends 1n financial performance

k Trade and other receivables

Trade recervables, which generally have 30-90 day terms, are recogmsed and carried at the lower of their onginal
wnvoiced value and the recoverable amount. Where the ttme value of money 15 matenal, receivables are cammed at
amortised cost Provision 1s made where there 1s objective evidence that the Company will not be able to recover
balances in full Balances are wnitten off when the probability of recovery 1s assessed as remote

15




Sellafield Limuted
Directors’ report and financial siatements

31 March 2013

Notes to the financial statements (continued)

2.2  Summary of significant accounting policies (continued)

I Income taxes

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

Deferred tax 1s recogmsed on all temporary differences ansing between the tax base of assets and habihties and their
carrying amounts for financial reporting purposes

Deferred tax assets are recognised 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 aganst which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilised.

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

apply when the related asset 15 realised or hability 15 settled, based on tax rates and laws enacted or substantively
enacied 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 directly to equty 1f 1t relates to items that are credited or charged to equity
Otherwise income tax 15 recogmsed 1n the mncome statement.

m Dervatives and commodity contracts

The Company uses forward foreign currency contracts and currency options to reduce foreign exchange rate
exposure on certain assets, ltabilities and firm commutments. All treasury activities are carried out under policies
approved by the Board.

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

n Cash and cash equivalents

Cash and short term depostts in the balance sheet compnse cash at banks and in hand and short term deposits with
an ongnal matunty of three months ot less. For the purpose of the cash flow statement, cash and cash equivalents
consist of cash and cash equivalents as defined above, net of outstanding bank overdrafts.

o Interest bearing loans and borrowings

Obligations for loans and borrowings are recogmsed when the Company becomes party to the related contracts and
are measured initially at the fair value of consideration received less directly attributable transaction costs After
mtal recogmtion, interest bearing 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 recogmsed respectively 1 finance revenue and finance cost.

p De-recognition of financial assets and linbilities

A financial asset or hability 15 generally derecogmsed when the contract that gives nise to 1t 1s settled, sold,
cancelled or expires. Where an existing financial liabihity 15 replaced by another from the same lender on
substantially different terms, ot the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a de-recognition of the onginal liability and the recognition of a new habihty, such that the

difference 1n the respective carrying amounts together with any costs or fees incurred are recognised 1n the income
statement
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2.3  Changes in accounting policy and disclosures

The accounting policies adopted are consistent with those of the previous financizl year except for the following
new and amended standards and interpretanions dunng the year. Adoption of these revised standards and
interpretations did not have any effect on the financial statements of the Company

IAS 1 Financial Statement Presentation — Presentation of Items of Other Comprehensive Income (OCI)
(Amendment)
The amendments to IAS 1 change the Grouping of items presented in OCI Items that could be reclassified (or

‘recycled”) to profit or oss at a future pomnt 1n time (for example, upon derecogmtion or settlement) would be
presented separately from items that wall never be reclassified

IAS 12 Income Taxes — Recovery of Underlying Assets

The amendment clanfied the determination of deferred tax on investment property measured at fair value The
amendment introduces a rebuttable presumption that deferred tax on investment property measured using the fair
value model 1n IAS 40 shouid be determined on the basis that 1ts carrying amount will be recovered through sale.
Furthermore, 1t introduces the requirement that deferred tax on non-depreciable assets that are measured using the
revaluation model 1n 1AS 16 always be measured on a sale basis of the asset

IFRS 7 Financial Instruments: Disclosures — Enhanced Derecognition Disclosure Requirements

The amendment requires additronal disclosure about financial assets that have been transferred but not derecogmsed
to enable the user of the Company’s financial statements to understand the relationship with those assets that have
not been derecognised and thewr associated Iiabihnies In addition, the amendment requires disclosures about
contiruing involvement 1n derecogrused assets to enable the wser to evaluate the nature of, and risks associated with,
the entity’s continuing involvement in those derecogmsed assets

New standards and interpretations not applied
Standards issued but not yet effective up to the date of 1ssuance of the Company’s financial statements are listed
below Ths listing of standards and interpretations 1ssued are those that the Company reasonably expects to have an

impact on disclosures, financial position or performance when apphed at a future date. The Company intends to
adopt these standards when they become effective

IAS 19 Employee Benefits (Revised)

The [ASB has 1ssued numerous amendments to IAS 19 These range from fundamental changes such as removing
the corndor mechanism and the concept of expected returns on plan assets to simple clanfications and re-wording
The amendment becomes effective for annual periods beginning on or after 1 January 2013

IAS 27 Separate Financial Statements (as revised in 2011)

As a consequence of the new IFRS 10 and IFRS 12, what remamns of [AS 27 15 linuted to accounting for
subsidiaries, jowntly controlled entiies, and associates 1n separate financial statements The amendment becomes
effective for annual periods beginming on or after 1 January 2013.

IAS 28 Investments in Associates and Joint Ventures (as revised in 2011)

As a consequence of the new [FRS 11 and IFRS 12, IAS 28 has been renamed [AS 28 Investments 1n Associates
and Joint Ventures, and describes the apphcation of the equity method to investments 1n joint ventures 1n addition to
associates. The amendment becomes effective for annual penods beginming on or after 1 January 2013
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2.3  Changes in accounting policy and disclosures (continued)

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 9 as 1ssued reflects the first phase of the IASBs work on the replacement of IAS 39 and applies to
classification and measurement of financial assets and financial habihities as defined 1n IAS 39 The standard 1s
effective for annual periods beginning on or after 1 January 2015 In subsequent phases, the IASB will address
hedge accouniing and impairment of financial assets. The adoption of the first phase of IFRS 9 wall have an effect
on the classification and measurement of the Company’s financial assets, but will potentially have no impact on
classification and measurements of financial habiliies The Company will quantify the effect in conjunction with
the other phases, when 1ssued, to present a comprehensive picture

IFRS 19 Consolidated Financial Statements

IFRS 10 replaces the portion of IAS 27 Consohdated and Separate Financial Statements that addresses the
accounting for consolidated financial statements It also includes the issues raised in SIC-12 Consobdation —
Special Purpose Enties. [FRS 10 estabhshes a single control model that apphes to ali entities including special
purpose entities The changes introduced by IFRS 10 will require managemenat to exercise sigmficant yudgement to
determine which entities are controlled, and therefore, are required to be consohdated by a parent, compared with

the requirements that were 1n IAS 27 This standard becomes effective for annual periods beginning on or after 1
January 2014.

IFRS 11 Joint Arrangements

IFRS 11 replaces IAS 31 Interests in Joint Ventures and SIC-13 Jomntly-controlled Entiies — Non-monetary
Contnbutions by Venturers. IFRS 11 removes the option to account for jowntly controlled entiies (JCEs) using
proportionate consohdation. Instead, JCEs that meet the defimition of a joint venture must be accounted for using the
equity method This standard becomes effective for annual penods beginning on or after 1 January 2014.

IFRS 12 Disclosure of Interests in Other Entities

IFRS 12 includes all of the disclosures that were previously in IAS 27 related to consolidated financial statements,
as well as all of the disclosures that were previously included m IAS 31 and IAS 28 These disclosures relate to an
entity’s itetests in subsidianes, joint arrangements, associates and structured entities. A number of new disclosures
are also required This standard becomes effective for annual periods beginning on or after 1 January 2014,

IFRS 13 Fair Value Measurement
IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements IFRS 13 does not
change when an entity 1s required to use fair value, but rather provides guwidance on how to measure fair value under

[FRS when fair value 1s required or permutted. This standard becomes effective for annual periods beginmng on or
after 1 January 2014

The Directors do not anticipate that the adoption of these standards and interpretations will have a matenal effect on
the Company’s financial statements 1n the period of imtial application
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3 Significant accounting judgements, estimates and assumptions
Judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that
affect the amounts reported for assets and liabilities 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 pohicies, management has made the following judgements,

apart from those nvolving estimations, which have the most sigmificant effect on the amounts recogmsed 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 appropnate authontes Whilst the outcome of such tax audits and discusstons cannot be determined with
certainty, management estimates the level of provisions required for both current and deferred tax on the basis of
professional advice and the nature of current discussions with the tax authornty concerned. Tax computations for all
penods ending before 31 March 2011 have been agreed with the relevant authonhes

Estimates and assumptions

The key assumptions concermng 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 liabilities within
the next financial year are discussed below

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

Management estimates are required to determine the net fees earned on the M&O contract between the Company
and the NDA, 1n particular the fees earned based on the Company’s performance against the NDA’s performance
based incentives {PBI’s) and efficiency targets

Stte Licence Company (SLC) costs under management

The SLC costs under management, which are recoverable from the NDA under the M&OQO contract, include
management estimates for any known nisks such as sub-contractor and supplier claims.

Deferred tax assets

Management judgement 1s required to determune the amount of deferred tax assets that can be recognised, based
upon the hikely tmung 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 recognised tax losses at 31 March 2013 1s £2
mullion (2012. £4 million). The Company has no unrecogmsed tax losses at 31 March 2013 (2012 £ml).

Penston benefits

The cost of defined benefit pension plans and the present value of pension obligations are determuned using actuanal
valuations An actuarial valuation involves making assumptions about discount rates, expected rates of return on
assets, future salary increases, mortality rates and future penston increases. Due to the complexity of the valuation,
the undetfying assumptions, and 1ts long term nature, a defined benefit obligation 15 lhughly sensitive (o changes
these assumptions. All assumptions are reviewed at each reporting date

In determumng the appropriate discount rate, management considers the interest rates of corporate bonds 1n the
respective currency with at least AA rahng, with extrapolated maturities corresponding to the expected duration of
the defined benefit obhgation 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 1s based, on the basis that they
do not represent ugh quakity bonds The mortality rates are based on publicly available mortality tables Future
salary increases and pension mncreases are based on expecied future infiation rates.

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

Durmg the years ended 31 March 2013 and 2012 the Company managed sites funded by the NDA as a Site Licence
Company Revenue represents the fees that are earned by the Company under the M&O contract with the NDA,
During the year the Company eamed fees of £39 mullion on the M&O contract with the NDA (2012 £59 million)
and incurred costs of £1,664 million (2012. £1,562 mullion)

Year ended Year ended
31 March 31 March

2013 2012
MM M
Other operating costs
Dhsallowable costs 5 5
Taxation ctedit due to NDA 3 3
Operating costs and expenses (excluding exceptional items) 8 8
Disallowable costs

Disallowable costs represent costs that are not recoverable from the NDA under the terms of the M&O contract, and
also include socio-economac costs paid by the Company of £4 5 matlion (2012: £4 5 milhion)

Geographical Segment Analysis

In both 2013 and 2012, all revenue, other operating costs and income respectively relates to the operation of the
M&O contract 1n the UK.

Research and development expenditure

All research and development costs, £78 mullion (2012 £75 mullion) are included within Site Licence Company
costs under management and relate to the Company and are directly recoverable from the NDA.

Auditors’ remuneration

Year ended Year gnded

31 March 31 March

2013 2012

£000 £0060

Audit 95 98
Other fees to auditors

Taxation services 79 94

Qther services - fees recervable by the auditors and their asscciates 14 4

188 196

Under the M&O contract, the above fees have been reimbursed by the NDA.
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5 Remuneration of directors

Year ended Year ended
31 March 31 March

2013 2012
£000 £000
Durectors’ emoluments 1ncluding payments to NMP for directors’ 4,169 5,184
Services
Total directors’ remuneration 4,169 5,184

Messts Wright, Bevendge, Cooper, Foster, Becker and Ms McNeel are seconded to the Company from 1its parent

company, Nuclear Management Partners Limited (NMP). They are remunerated as employees of the shareholding
compamnes of NMP (see note 19) and are seconded to NMP

The Company receives a charge from its parent for their services as directors, which 1s not necessanly related to the
full remuneration received by the secondees Estimated charges are accrued, which 1 2012/13 totalled £4,052,000
(2011/12 £5,049,000) This amount 1s included 1in the analysis above, and includes an uplift to cover detached
duties to the UK, tax equahisation and exchange rate fluctuations The charge from NMP for 2011/12 included
charges for taxes, tax equalisation costs and other costs of £532,000 1n respect of 2010/11 and previous periods.

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

In 2012/13 the hghest paid director was seconded to the Company from NMP as discussed above The Company
paid £1,035,000 to NMP for their services as a director, which includes an uphft to cover detached duties to the UK,
tax equalisation and exchange rate fluctuations (2011/12: £1,439,000) The charge from NMP for the highest paid

director for 2611/12 included charges for taxes, tax equalisation and other costs of £197,000 in respect of 2010/11
and previous years

In 2012/13 all the Executive directors are seconded to the Company from NMP None of the directors are active
members of the Company pension plans discussed 1n note 17 (2011/12. mil) and two of the directors are deferred
members of the Combined Pension Scheme, which is also discussed in note 17 (2011/12 2)

Total directors’ remuneration 1n the table above also includes fees paid to non-executive directors
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6 Employee benefits expense
The average number of persons employed by the Company durnng the year was as follows
Year ended Year ended
31 March 31 March
2013 2012
Number Number
Average number of employees 9,395 9,318
The aggregate employee benefits expense of these persons was as follows
Year ended Year ended
31 March 31 March
2013 2012
£M M
Wages and salaries 453 430
Social security costs 43 40
Pension costs 82 81
578 551

Pension costs disclosed above include IAS 19 current and past service costs (note 17) charged to the income
statement together with contnbutions paid to defined contribution schemes All contrtbutions paid are included in
site hicence costs under management and are recovered from the NDA on a pawd basis. Amounts relating to IAS 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 or to be funded by the NDA.

Under the M&O contract the above employee costs are reumbursed by the NDA, and are not included within the net

operating costs and expenses within note 4
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7 Income tax

The major components of income tax expense for the years ended 31 March 2013 and 2012 are:

Income statement

UK corporation tax

Current income tax
Current mmcome tax charge
Adjustments 11 respect of current income tax of previous year

Deferred tax

Relating to ongination and reversal of temporary differences deferred taxation i respect of
taxable losses carmed forward and other trrung differences for the period

Adjustments 1n respect of deferred income tax of previous year

Income tax expense reported in the Income Statement

Year ended
31 March
2013

£EM

31 March 2013

Year ended
31 March
2012

£M

A reconciliation between the tax charge and the product of the accounting profit multiphied by the UK’s domestic

corporation tax rate for the years ended 31 March 2013 and 2012 15 as follows-

Profit from continuing operations before taxation

Accountng profit multiplied by the UK rate of corporation tax of 24% (2012 26%)
Effects of

Permanent differences
Adjustments relating to deferred tax rate change

Total income tax charge

Year ended
31 March
2013

£M

n

(5)

Year ended
31 March
2012

£M

51

13

@
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7 Income tax (continued)

Deferred tax
Deferred tax relates to the following:

Corporation tax losses carned forward for offset
against future taxable income

Deferred tax expense

Deferred tax asset

Reconciliation of deferred tax asset

Opening balance at 1 April

Tax expense during the year recogmsed 1n
ncome statement

Closing balance at 31 March

Statement of
financial

position

2013 2012
M £M
2 4

2 4
2013 2012
M £M
4 13

)] 9

2 4

Sellafield Limuted
Directors’ report and financial statements

31 March 2013
Income
statement
2013 2012
™ M
2 9
2 9

The Company continues to account for deferred taxation on a basis consistent with prior periods

At 31 March 2013 the Company has gross Corporation tax losses carmned forward of £8 mullion (2012 £15 mullion),
whch at a tax rate of 23% (2012- 24%) equates to a deferred tax asset of £2 milhon (2012. £4 million) The
movements 1n the year give nse 10 a deferred tax charge 1n the Income Statement of £2 million (2012: £9 mullion).

The tax losses are available indefinitely for offset against future taxable profits of the Company The Company
anticipates these tax losses wall be utilised duning the forthcoming 12 months. The deferred tax asset of £2 mullion
anses wholly in the UK, and 15 recognised on the basis that the Company expects there to be future taxable profits
from which the taxable losses and reversal of tuming differences can be deducted. The Company has no
unrecogmsed deferred taxation assets or habihies at 31 March 2013 (2012: £nil),
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7 Income tax (continued)

Factors affecting the future tax charge

Under the M&O contract, deferred tax assets that anse after the acqusition of the company by NMP on 24
November 2008 are partially to the benefit of the NDA. As a result, the accounts imclude a creditor that reflects the
NDA’s interest 1n the Company’s deferred tax assets (note 11).

The uming differences that give nse to the deferred tax asset that 1s partially attributable to the NDA will be
available indefintely for offset against future taxable profits thereby resulting in a lower overall current tax charge

in future years Therr utilisation waill 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 tax consequences attaching to the payment of divaidends by the Company to its shareholder (note 14)

In the budget of 20 March 2013, the Chanceller of the Exchequer announced certain tax changes which wall have an
effect on the Company’s future tax positton. The main rate of corporation tax reduced from 24% to 23% from 1
Apnl 2013 and 1s then set to reduce t0 21% from 1 Apnl 2014 and 20% from 1 Apnl 2015

As at 31 March 2013, only the reduction 1n the tax rate to 23% has been ‘substantively enacted’ and this has been
reflected in the Company’s financial statements as at 31 March 2013

The effect of the reduchion of the UK corporanon tax rate to 21% on the Company’s deferred tax asset, as at 31
March 2013, would be to reduce the recogmsed deferred tax asset by approximately £0 2 mullion

The effect on the Company of the proposed changes to the UK tax system will be reflected 1n the financial
statements of the Company 1n future years, as appropnate, once the proposals have been substantially enacted

8 Other debtors

2013 2012

™M £M

Other debtors 12 4
12 4

The other debtors of £12 mulhion (2012 £4 mullion) represent costs that will be recognised 1n future penods, and
ultumately recovered from the NDA under the M&O contract
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9  Trade and other receivables
2013 2012
M £™M
Company’s fees and working capital recoverable from the NDA 305 284
305 284

At 31 March 2013, the ageing analysis of the Company’s fees and working capital recoverable from the NDA 1s as
follows.

Total Nexither past due Past due but not impaired
nor impaired

<30days  30-60days  60-90days  90-120 >120 days

days
M iM iM iM £M E 2. £M
2013 305 303 2 - - - -
2012 284 284 - -

For terms and conditions relating to related party receivables, refer to note 18 Fees and working capatal 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 2013 {31 March 2012: £ml). All trade and other recervables
are denominated in Sterling

10 Cash and cash equivalents

2013 2012

M £M
Cash at bank and 1n hand 4 7
4 7

Cash at bank earns interest at floating rates based an dailly bank deposit rates The fair value of cash and cash
equivalents at 31 March 2013 1s £4 mullion (31 March 2012 £7 mullion) The Company only deposits cash
surpluses with major banks of high quality credit standing

The Company’s working capital requirements are provided by 1is parent company, NMP, and the three shareholders
of NMP (sec note 19). Under the terms of the M&O contract, NMP 1s required to make available working capatal
facilities of £20 mullion to the Company At 31 March 2013 the Company had undrawn working capital facilities of

£20 million (2012: £20 mullion) These facilities are formally avalable until 24 November 2013, with a
commtment from NMP to extend.
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11 Trade and other payables
Current liabilities

Trade payables

Amounts owed to Parent undertaking

Amounts owed to other related parties (see note 18)
Other taxes and social securily costs

Accruals and deferred income (including employee creditors)
Other creditors

Non-curreat liabilities
Other creditors

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

Terms and condittons of the above financial habilities

12 Called up share capital

Authorsed
43,000,000 Ordmnary shares of £1 each

Allotted, called up and fully pawd
1 Ordunary share of £1 each (2012- 1)

Sellafield Lamted

Durectors” report and financial statements

31 March 2013

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;
For terms and conditions relating to related parties, refer to Note 18,

For explanations on the Company’s credit nsk management processes, refer to Note 21

2013 2012

M ™M

27 48

5 6

17 12

27 25

211 177

7 6

294 274

- 2

- 2
2013 2012
£M M
43 43
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13  Profit and loss account
2013 2012
£™M £M
Profit and loss account movements
Surplus at 1 Aprid 23 25
Total comprehensive income for the year 29 42
Dividends (note 14) P)) 44)
Closing balance at 31 March 29 23
14 Dividends paid and proposed
2013 2012
£000 £000
Declared and paid during the year
Dividends on ordinary share
Interim dividends for 2010/11 - 14,000
Final dividend for 2010/11 - 10,820
Interim dividends for 2011/12 19,000 19,500
laterim dividends for 2012/13 4,000 -
23,000 44 320

As discussed 1n note 12, the Company’s 1ssued share capital 1s 1 ordinary share of £1 (2012 1), so the table above
also reflects dividends per share.

15 Contingent liabilities

At 31 March 2013, the Company had contingent liabilities incurred 1n the ordinary course of business ansing out of
guarantees and other transactions 1n respect of which, 1n the opimon of the Directors, no matenial losses are expected

to anse. Any habilities that did anse on such guarantees would be recovered from the NDA under the M&O
contract.
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16 Obligations under leases
There are no capital commitments at the end of the financial year (2012 £ml)

Operaning lease agreements where the Company 15 lessee

The Company has entered into commercial leases for certain properties and motor vehicles The leases for motor
vehicles have durations of between 3 and 4 years The leases for properties have duraunons of between 1 and 30
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 tume of the exercise There are no
restrictions placed upon the lessee by entering into these leases.

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

2013 2012
£000 £000
Not later than one year 3,671 3,354
After one year but not more than five years 4,323 40N
After five years 1,861 1478
9,855 8,923

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

The Company has sub-let certamn properties, held under operating leases, to third parties. The rental income from
these operating leases, including the effect of any lease incentives, 1s recogmised on a straight line basis over the

lease term. Under the terms of the M&O contract, rental income received from thurd partes 1s transferred to the
NDA.

The future mmmum sub-lease payments expected to be recerved under non-cancellable sub-lease agreements as at
31 March 2013 1s £24,346,000 (2012. £25,333,000) The National Nuclear Laboratory (NNL) 1s the third party in
these agreements

The Company has entered into an agreement to sign an operating lease in respect of an office development which 1s
currently under construction When the development 1s completed 1in 2014, the Company 1s commuitted to sign a 30
year lease with rentals of approximately £1.3M per annum. Under the M&O contract, these rentals will be
reimbursed by the NDA.
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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 mto various sections; however the Company remains unable to
identify its share of the schemes’ assets and hiabiliies on a consistent and reasonable basis as required by IAS 19
Consegquently, the scheme has been accounted for as if the scheme was a defined contnibution scheme The pension

charge for the period represents contributions payable by the Company to the ESPS, which are directly recoverable
from the NDA and amounted to £108,809 (2012, £109,225).

The ESPS 15 a funded, defined benefit scheme At 31 March 2013 the Company had 9 employees (2012: 10) who
were active members of the ESPS, which has approximately 3,000 active members The most recent trienmal
actuanal valuation of the scheme by a qualified independent actuary took place at 31 March 2010 The projected
unit method was used The results of the valuation were market value of scheme assets of £1,959M, which

represented a 99% level of funding As a result of the valuation, employer contributions will be unchanged at
21 4%.

The latest actuarial valuation has been updated by a qualified mdependent actuary to 31 March 2013 on a basis
consistent with IAS 19. The results of this IAS 19 valuation are a total fair value of scheme assets of £2,529M

(2012 £2,318M) and a surplus of £25M (2012. surplus £74M). There were outstanding employer contnibutions of
£l at 31 March 2013 (2012 £nil).

Detailed disclosures 1n relation to the ESPS are icluded m the Magnox Limated statutory accounts for the year

ended 31 March 2013, which can be obtammed from the registered office, Berkeley Centre, 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 Nuclear Penston Plan (CNPP) Pensionable

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

The CPS 15 a muli-employer scheme which provides defined benefits to 11s members In common with other
unfunded public sector schemes the CPS does not have the attributes of typical pnvate sector pension schemes. Any
surplus of contnbutions made 1n excess of benefits paid out 1n any year 1s surrendered to the Consolidated Fund and

any habilities are mei from the Consohdated Fund via the annual Parhamentary vote. Her Majesty's Government
does not maintain a separate fund

The CPS is accounted for as a defined contribution scheme The pension charge for the penod represents
contributions payable by the Company to the CPS, which are directly recoverable from the NDA and amounted to
£ml (2012 £ml) There were outstanding employer contributions of £ml at 31 March 2013 (2012. £ml).
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17 Pension schemes (continued)

Schemes accounted for as defined benefit
The Company accounts for two sections of the Combined Nuclear Pension Plan (CNPP)
Combined Nuclear Pension Plan (CNPP) - Sellafield Section

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 wall be met from the Sellaficld section of the Combined Nuclear
Pension Plan (CNPP)

The CNPP has separately admumstered funds and wath effect from 24 November 2008 has been funded by
contributions 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 actuary. The

employet contribution rate was 22% 1 the year ended 31 March 2013 (2012 22%) The principal employer for the
CNPP 1s the NDA.

The CNPP 15 sectionahised into vanous sections, and there 1s a specific section for the Company. These financial

statements reflect the Company’s share of the IAS 19 assets and habihties at 31 March 2013 and 31 March 2012
respectively

The most recent tnenmal actuarial valuation of the scheme by a qualified independent actuary took place at 31
March 2010 The projected unit method was used. The results of the valuation were market value of scheme assets
of £146M, which represented a 113% level of funding. As a result of the valuation, the employer contribution rate
remained at 22% An IAS 19 actuanal valuation for the Sellafield section was carned out at 31 March 2013 by a

qualified independent actuary  Thete were outstanding employer contributions of £ml at 31 March 2013 (2012-
£ul), which are directly recoverable from the NDA.

New employees joimnng the Company after 24 November 2008 are ehigible to joimn a defined coninbution section of
the CNPP This scheme is 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

A1 31 March 2013 the Company had 1,249 employees (2012: 799) who were acuive 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 £3,203,702 (2012:
£2,176,176).

Group Pension Scheme (GPS)

The Group Pension Scheme (GPS) 1s a funded scheme The Company and other participating employers contribute
to the GPS at rates recommended by the GPS's professionally quahfied actuary. The employer contribution rate was
20% 1n the year ended 31 March 2013 (2012 20%).

On 31 March 2007, the GPS was sectionalised into vartous sections Following the sectionalisation, these financial
statements reflect the Company’s share of the IAS 19 assets and Liabilities at 31 March 2013 and 31 March 2012
tespectively. Of the achive members within the section of the GPS relating to the Site Licence Compames (SLC

section), the majonty are employed by the Company. Consequently, the entire sectton has been reflected in 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 pnncipal
employer 1n respect of the GPS

The GPS-SLC section was merged nto the CNPP from the GPS Pension Scheme wath effect from 1 Apnl 2012, and

1s a separate section of the CNPP. No changes were made to pension and benefit entitlemenis when the GPS-SLC
section was merged into the CNPP

The most recent tnenmal actuanal valuation of the scheme by a qualified independent actuary took place at 31
March 2010. The projected umt method was used The results of the valuation were market value of scheme assets
of £338M, which represented a 116% level of funding
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As a result of the valuation, the employer contribution rate remained at 20% An IAS 19 actuanal valuation for the

Sellafield section was carned out at 31 March 2013 by a quahified independent actuary.

There were outstanding employer contributions of £496,755 at 31 March 2013 (2012 £507,085), which are directly

recoverable from the NDA.,

The following tables summarnses the components of net benefit expense recognised 1n the income statement and the

funded status and amounts recognised 1n the statement of financial position for the respective plans

Net benefit expense, 2013

GPS Section of the CNPP Total
CNPP
Recognised in Income Statement within Site Licence Company £000 £000 £000
costs under management
Current service cost 10,023 82,059 92 082
Interest cost on scheme liabilities 19,133 20,784 39,917
Expected return on scheme assets (22,798) {23,136) {45,934)
Curtailments 556 38 594
Net benefit expense 6,914 79,745 86,659
Recognised wn Statement of comprehensive mcome
Net actuarial loss recognised in year (36,907) (93,750) (130,657)
Net benefit expense, 2012
GPS Section of the CNPP Total
CNPP

Recognused in Income Statement within Sute Licence Company £000 £000 £000
costs under management
Current service cost 9,642 75,940 85,582
Interest cost on scheme liabilitics 18,619 15,177 33,796
Expected return on scheme assets (22,575) (18,788) (41,363)
Curtailments 585 - 585
Net benefit expense 6,271 72329 78,600
Recognised in Statement of comprehensive income
Net actuarial loss recognised 1 year (24,541) (33,595) (58,136)
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Benefit (liability), 2013 GPS Section of the CNPP Total
CNPP
£000 £000 £000
Defined benefit obligation (470,725) (587,147) _ {1,057,872)
Fair value of plan assets 439,383 462,522 901,905
Benefit (liability) (31,342) (124,625) (155,967)
Benefit liability recognised in statement of financial position (31342) (124,625) {155,967)
Benefit asset/(liability), 2012 GPS Séc;l;; of the CNPP Total
£000 £000 £000
Defined benefit obligation (380,993) (369,200) (750,193)
Fair value of plan assets 387,171 348,710 735,881
Benefit asset/(liability) 6,178 (20,450) (14,312)
Benefit hahility recognised in statement of financial position - {20,490) 20,490)
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Changes 1n the present value of the defined benefit pension obligations are analysed as follows

GPS Section of the CNPP Total

CNPP
£000 £000 £000

Defined benefit obligation at 1 April 2011 334,756 232,133 566,889
Interest cost 18,619 15,177 33,796
Current service cost 9,642 75,940 85,582
Benefits paid (6,221) (2,803) (9,024)
Actuarial losses 21,884 32,184 54,068
Employee contributions 1,728 16,569 18,297
Curtailments 585 - 585
Defined benefit obligation at 31 March 2012 380,993 369,200 750,193
Interest cost 19,133 20,784 39,917
Current service cost 10,023 82,059 92,082
Beunefits paid (8,206) (3,704) (11,910)
Actuanial losses 66,514 102,200 168,714
Employce contributions 1,712 16,570 18,282
Curtaliments 556 38 594
Defined benefit obligation at 31 March 2013 470,725 587,147 1,057,872
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17 Pension schemes (continued)
Changes in the fair value of plan assets are as follows

GPS Section of the CNPP Tatal

CNPP
£000 £000 £000

Faur value of plan assets at 1 Aprd 2011 364,770 248,529 613,299
Expected return on plan assels 22,575 18,788 41,363
Employer contnbutions 6,976 69,038 76,014
Benefits paid (6,221) (2,803) {9,024)
Actuanal losses (2,657) (1,411) {4,068)
Contributions by employees 1,728 16,569 18,297
Fair value of plan assets at 31 March 2012 387,171 348,710 735,881
Expected return on plan assets 22,798 23,136 45,934
Employer contributions 6,301 69,360 75,661
Benefits paid (8,206) (3,704) (11,910)
Actuanal gain 29,607 8,450 38,057
Coninbuuions by employees 1,712 16,570 18,282
Fair value of plan assets at 31 March 2013 439383 462,522 901,905

Pension contributions are determined wath the adwvice of independent quahfied actuaries on the basts of annual
valuations using the projected umt credit method The projected umt credit method 1s an accrued benefits valuation
method 1n which the scheme habilitres make allowance for future earnings. Scheme assets are stated at theiwr market

values at the respective balance sheet dates and overall expected rates of return are established by applying
published brokers’ forecasts to each category of scheme assets.

Deloitte Total Reward and Benefits Limited 1s the CNPP actuary
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At 31 March 2013 the scheme assets were mvested in diversified portfolios that consisted primanly of equity and
debt secunitics. The fair value of the scheme assets as a percentage of total scheme assets are set out below

Group Pension Scheme Section of the CNPP 2013 2012
Equties & Diversified Growth Funds 59% 58%
Bonds & Gilts 33% 313%
Properties & Other 8% 9%

Combined Nuclear Pension Plan

Equties & Diversified Growth Funds 57% 64%
Bonds & Gilts 32% 26%
Properties and other 11% 10%

The pension schemes have not mvested 1n any of the Company’s own financial instruments nor 1n 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 penod over which the obligation 1s to be settled These are
reflected 1n the principal assumptions below.

The principal assumptions used in determiming pension obligations for the Company’s plans are shown below.

GPS GPS CNPP CNPP
Section of | Section of
the CNPP | the CNPP

Main assumptions: 2013 2012 2013 2012
% % % %
Future salary increases years 103 34 417 34 417
Future salary increases years 4 and thereafter 4.4 47 4.4 47
Future pension increases 34 32 34 3.2
Discount rate 4.25 50 4.25 5.0
Inflation assumption 3.4 32 3.4 3.2

Post-retirement mortality (1n years)

Current pensioners at 65 - male 229 224 229 228
Current pensioners at 65 - female 254 248 254 252
Future penstoners at 65 (now 45) - male 24.2 24.6 24.2 243
Future pensioners at 65 (now 45) - femaie 269 271 26.9 267
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The UK discount rate 1s based on published indices for 15 year AA bonds The assumptions for mnflation and for
increases in pension are based on the yield gap between long-term index-linked and long term fixed interest gilt
secunties Mortality rates for the GPS are based on SAPS CMI12 projection (1% long term rate, k=90%) (2012:
S1INA Iight year of birth tables (plus 1 year age rating for males)). As at 31 March 2013, mortality rates for the
CNPP are based on SAPS CMI12 projection (1% long term rate, k=90%) mortality tables (2012: SAPS CMI11
projection (1% long term rate, k=90%)) For both sections, mortahty assumptions have been adjusted to reflect

recent experience 1n the schemes, and projected improvements 1n life expectancy assumed to continue until 2020
with mimmum improvement thereafter

The post-retirement mortality assumptions allow for expected increases to longevity The ‘current’ disclosures

above relate to assumptions based on longevity (in years) following retirement at the balance sheet date, with
‘future” betng that relating to an employee retining 1n 2025

A one percentage pownt change n the assumed discount rate would have the following effects:

Group Pension Scheme Section of the CNPP Increase Decrease
£000 £000

2013

Effect on the aggregate current service cost and interest cost 1,617 (1,097)

Effect on the defined benefit obligation {93,606) 116,840

2012

Effect on the agpregate current service cost and wnterest cost (2,842) 2,988

Effect on the defined benefit obligation (75,762) 87,324

Combined Nuclear Pension Plan Increase Decrease
£000 £000

2013

Effect on the aggregate current service cost and interest cost (19,579) 27,185

Effect on the defined benefit obligation (142,482) 188,136

2012

Effect on the aggregate current service cost and interest cost (19,477) 26,602

Effect on the defined benefit obligation {89,593) 118,301

The most recently completed actuanal valuation of the GPS scheme was carried out as at 31 March 2010
Following the valuation, the Company’s ordinary contribution rate remained at 20% of pensionable salaries The

next valuation 1s due to be completed as at 31 March 2013.
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17 Pension schemes {continued)

Dunng the year ended 31 March 2013, the Company’s employer contribution rate for the CNPP scheme was 22% of
pensionable salanies (2012: 22%)

The most recently completed actuanal valuation of the CNPP scheme was carried out as at 31 March 2010.

Following the valuation, the Company’s ordinary contnbution rate remained at 22% of pensionable salanes. The
next valuation 1s due to be completed as at 31 March 2013.

The Company will momtor funding levels on an annual basis for both sections of the CNPP

Employer contributions 1n the year ended 31 March 2014 are expected to be £6,000,000 (2013 £6,500,000) 1n
respect of the GPS section and £69,000,000 (2013 £70,000,000) 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.

The NDA 1s the pnncipal employer of CNPP. The Company does not have an unconditional right to actuanal
surpluses on either sechion of the CNPP. As a result, under IFRIC 14, surpluses are not recogmsed on the balance
sheet The deficits on both sections of the CNPP are recogmised 1n full with a corresponding asset from the NDA for
the full value of the deficit.

History of the net surplus/ (deficit) of the schemes

Amounts for the current and previous four penods are as follows

GPS Section of the CNPP 2013 2012 2011 2010 2009
£M £M iIM iIM M
Defined benefit obligation (470) (381) (335) {313) (233)
Plan assets 439 3387 365 339 238
(Deficit)/surplus (31) 6 30 26 5
Combined Nuclear Pension Plan 2013 2012 2011 2019 2009
iM iIM £M iM £M
Defined benefit obligation (387) (369) (232) _(140) (24)
Plan assets 462 349 248 146 32
{Deficit)/surplus (125) (20) 16 6 8
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History of experience of gains and losses

GPS Section of the CNPP 2013 2012 2011 2010 2009

£000 | £000 | £000 | £000 | £000

Experience gains/(losses) on scheme | 29,607 (2,657) 1,398 63,872 (45,326)
assets Amount

Expenence gamns on scheme habihines 1,362 - 19,467 - -

Amount

Combined Nuclear Pension Plan 2013 2012 2011 2010 2009
£000 £000 £000 £000 £000

Experience gains/(losses) on scheme 8,450 (1,434) 4,147 17,528 {949)
assets Amount

Expenence (losses)/gains on scheme (6) 88 (2,210) 2,395 -
liabilites Amrount

18 Related party disclosures

Dunng the year the Company incurred costs of £8,629,000 from 1its parent company in respect of the cost of
directors and semior managers seconded from NMP to the Company (2012 £11,066,000). The amount owed to
NMP at 31 March 2013 was £5,056,000 (2012 £6,426,000).

There were no other transactions with NMP except for dividends

URS International Holdings (UK) Limted, AMEC Nuclear Holdings Limited and Areva-NC, and other entities
within thewr groups, are considered to be related parties of the Company. Dunng the year ended 31 March 2013 the
Company entered mto transactions i the ordinary course of business with these related parties resulting n
purchases of £52,778,000 (2012 £54,409,000) At 31 March 2013 the Company owed £16,949,000 (2012
£11,899.,000) 1n respect of these transactions

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

March 2013 the Company has not made any provision for doubtful debis relating to amounts owed by related parties
(2012 £ml)

NDA 1s also considered to be a related party of the Company Duning the year the Company earned fees of £39
miilion on the M&O contract with the NDA (2012: £59 nullion) and incurred costs of £1,664 mllion (2012 £1,562
mullion) These costs were reumbursed by the NDA under the terms of the M&O contract. At 31 March 2013 the
Company had debtors of £305 mullion with the NDA 1n respect of fees and working capital recoverable under the

M&O contract (2012 £284 million) and £156 mellion m respect of the pension deficat recewvable (2012: £20
mullion).
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18 Related party disclosures (continued)

Compensation of key management of the Company

Under the terms of IAS 24 ‘Related Party disclosures’, the key management personnel are those persons who have
the authonity and responsibility for ‘planmng, directing and controlling the activaties of the entity’. The directors
consider that the key management personnel of the Company are the directors and other senlor managers seconded
from NMP, plus other semor executives who are employees of Sellafield Limited

The costs associated with the key management personnel are set out in the table below, and where appropnate
include an uplift to cover detached duties 1n the UK, tax equalisation and exchange rate fluctuations

Key management personnel Ymd;&gl Ym% 1-;1
£000 £000
Short-term employee benefits 8,959 11,107
Post employment pension and medical benefits 42 -
Total key management personnel costs 9,001 11,107

The key management personnel costs for the year ended 31 March 2012 included taxes, tax equalisation costs and
other costs of £1,000,000 1n respect of 2010/11 and previous penods.

The post employment pension and medical benefits costs for the Sellafield Limmted employees within the key
management personnel for the year ended 31 March 2013 were £42,000 (2012: £nil).

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 m England and Wales, which 1s itself owned by URS
International Holding (UK) Limted (44%), AMEC Nuclear Holdings Limited (36%) and Areva-NC (20%) The

financial statements of NMP are available to the public and may be obtained from Booths Park, Knutsford, Cheshire
WAL16 8QZ

Since 24 November 2008, NMP 15 considered to exert sigmficant influence over the financial and operanng policies
of Sellafield Limited. The management team of Sellafield Limited retains "controlling mind" responsibilities for
safety, security and environmental issues 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 rights of approval over the financial
and operating policies of Sellafield Limzted

20 Post Balance Sheet Events

A final dividend of £3,985,000 for the year ended 31 March 2012 was declared by the Board on 10 May 2013 and
paud to the shareholder on 13 May 2013
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21 Derivatives and other financial instruments

As explained 1n note 2 2m, on occasion the Company has used denvatives and other financial instruments in
managing the nsk associated wath its business The Company does not engage 1n speculative treasury arrangements,
and all of 1ts acivinies are designed to support underlying business achivines. All treasury achivities are carried out
under policies approved by the Board

At 31 March 2013, the Company had no foreign exchange forward contracts 1n place (2012: ml)
Working capital

Under the industry model, the Company does not have major working capital requirements because almost all
expenditure at the UK sites where the Company 15 the M&O contractor is funded by the NDA under defined
contract terms The Company’s working capital requirements are provided by its parent company, NMP, and the
shareholders of NMP (sec note 19), through an approved working capital faciity of £20 mulhion The facility
entitles the Company to withdraw funds of up to £20 million to allow the Company to fulfil its obligations under the
M&O contract The Company made regular use of the facility during the financial year, however at 31 March 2013
and 31 March 2012, the Company had repaid all funds drawn-down from the facility and had a £rul balance owing
to NMP

Financial instruments and cash deposits

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

accordance with Company policy Investments of surplus funds are made only with approved counterparties and
within credit limuts assigned to each counter party
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