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Magnox Limited

Strategic report for the year ended 31 March 2020

The Directors present their Strategic report on Magnox Limited (the Company) for the year ended 31
March 2020, in which it safely and successfully transitioned from the Parent Body operating model to
the Subsidiary model wholly owned by the Nuclear Decommissioning Authority (NDA).

Principal activities and future developments

These financial statements contain certain forward-looking statements with respect to the financial
condition of Magnox. Statements or forecasts relating to events in the future necessarily involve risk
and uncertainty and are made by the Company in good faith based on the information available at the
date of signing this report.

The principal activity of the company is to decommission nuclear facilities and support the NDA in its
mission under the Energy Act 2004 to lead the clean-up and decommissioning work on behalf of the
UK government. During the year the Company has provided services in relation to the defueling and
decommissioning of non-generating sites. The Company operates as the Site Licence Company
(SLC) managing the sites under appropriate arrangements with the NDA. The Magnox fleet
comprises of ten former power station sites, Wylfa, Trawsfynydd, Hinkley A, Oldbury, Berkeley,
Dungeness A, Bradwell, Sizewell A, Chapelcross and Hunterston A, two former UK Atomic Energy
Authority research sites at Harwell and Winfrith, Oldbury Technical Centre and an operating
hydroelectric power station at Maentwrog.

Business review

For the period from 1 April to 31 August 2019, the Company operated under the Site Licence
Company Agreement (SLCA) contract with the NDA delivering defueling and decommissioning
services and was a wholly owned subsidiary of the Cavendish Fluor Partnership Limited (CFP Ltd).
Ownership was transferred to the NDA at 23:59 on 31 August 2019, as per the transition
arrangements following the mutual termination of the SLCA agreed in August 2017.

For the period from 1 September 2019, the Company operated as a subsidiary of the NDA completing
the transfer from a Parent Body Organisation operating model to the Subsidiary model. The
Company continues to be responsible for operating the safe and secure clean-up of the 12 nuclear
sites and operation of the hydro-electric plant and is directly accountable to the relevant Regulators
for continued compliance with the conditions of the Site Licences, environmental permits and with all
other applicable legistation and regulations.

In the year significant decommissioning progress continued across the Magnox sites, notably:

e Bradwell entered into Interim End State following completion of all remaining physical works,
achieving the first closure of a reactor site in the UK;

¢ Completion of defueiing was achieved at the Wylfa Site, meaning all Magnox fuel has been
removed from Magnox locations;

o The projects to deliver waste retrieval facilities continued to deliver strongly. Progress
continued with retrieving wastes at Berkeley, and installation of retrieval equipment into the
vaults for the R3 containerised waste was completed. At Trawsfynedd, retrievals commenced
in the South Fuel Element Debris (FED) vault following successful commissioning. Whilst at
Dungeness the retrieval system for sludge and sand wastes was installed, with the setting to
work phase completed in July. In addition, the manufacture of 6m® concrete boxes entered
the production phase — a major milestone for the Magnox waste strategy;
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Magnox Limited

Strategic report for the year ended 31 March 2020 (cont.)

e Drainage of the ponds was completed at Oldbury, Dungeness and Sizewell resulting in the
only site remaining with ponds being Chapelcross. Further, substantial progress continued
with the shipment of nuclear materials from Harwell. At Hunterston, bunker retrieval works
continued ahead of schedule, including a significant milestone with the breakthrough into the
final bunker;

¢ At Chapelcross, the Advance Vacuum Drying System (AVDS) was inactively commissioned
following the transfer from Bradwell. The first Modular Active Effluent Treatment Plant
(MAETP) was installed at Hinkley Point. The transfer and reuse of equipment between sites,
as well as the use of modular, common designs across the Magnox sites, are examples of the
benefits delivered by the programmised organisation; and

e Other notable progress included the inactive commissioning of the Interim Storage Facility
(ISF) at Hinkley Point, together with the demolition of the turbine halls at Hinkley Point and
Sizewell. Whilst at Winfrith the construction and installation works for the interim curing
facility — a key enabler for the removal of wastes from the Steam Generating Heavy Water
Reactor (SGHWR) and Dragon reactors — was completed.

Financial review

The Company's revenue for the year was £487,820k (£599,097k for the year ended 31 March 2019).
Profit before taxation was £10,700k (2019: £45,509k). The Company’s profit for the financial year was
£7,598k (2019: £36,408k). This Profit relates to the part of the year Magnox was owned by the Parent
Body (CFP Ltd). Going forwards, Magnox is not expecting to make a profit and will, therefore, have no
retained earnings once ali the payments have been paid to CFP Ltd under the B share dividend.

The Statement of Financial Position at the end of the financial year is £4,527k (£30,229k as at 31
March 2019).

Spend in the year on qualifying research and development was £41,659k (2019: £49,215k).

Section 172 Statement

The revised UK Corporate Governance Code (‘2018 Code’) was published in July 2018 and applies to
accounting periods beginning on or after 1 January 2019. The Companies (Miscellaneous Reporting)
Regulations 2018 ('2018 MRR’) require Directors to explain how they considered the interests of key
stakeholders and the broader matters set out in section 172(1) (A) to (F) of the Companies Act 2006
('S172') when performing their duty to promote the success of the Company under S172. This
includes considering the interest of other stakeholders which will have an impact on the long-term
success of the company. The Board welcomes the direction of the UK Financial Reporting Council
(the ‘FRC’). This S172 statement, which is reported for the first time, explains how the Magnox
Directors have engaged with employees, suppliers, customers and others; and have had regard to
employee interests, the need to foster the Company's business relationships with suppliers,
stakeholders and other, and the effect of that regards, including on the principal decisions taken by
the company during the financial year.

The S172 statement focuses on matters of strategic importance to Magnox, and the level of
information disclosed is consistent with the size and the complexity of the business.

General confirmation of Directors’ duties: The Magnox Board has a clear framework for determining
the matters within its remit and has approved Terms of Reference for the matters delegated to its
Committees. Beyond these assigned delegations, matters are considered and approved by the NDA
or, if required, the relevant Government department. The Company Management System defines the
Corporate Framework for governance across the business.
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Magnox Limited

Strategic report for the year ended 31 March 2020 (continued)

When making decisions, each Director ensures that he/she acts in the way he/she considers, in good
faith, would most likely promote the Company'’s success for the benefit of its members as a whole,
and in doing so have regard (among other matters) to the following:

a)

The likely consequences of any decision in the long term. The Directors understand the
business and the environment in which we operate; consideration is given to utilising in the
most efficient manner the funding received to achieve the delivery of the NDA strategy. The
nature of the business requires long term consideration of the impacts that decisions have on
addressing the nuclear legacy and bringing sites either to a quiescence or final site clearance
end state. The Directors are considering the strategic options for the current portfolio of sites.
A Senior Strategy Committee exists, comprising of Magnox and NDA experts, to assess
strategic alternatives and assist the business in key decisions relating to programmes and
projects;

The interests of the employees. The Directors recognise that Magnox employees are
fundamental and core to the delivery of the Company's mission. The Directors consider that
creating and maintaining safe working environments and practices as a prime objective, for
which more details on our safety culture are provided in the Environment, Health, Safety,
Security and Quality (EHSS&Q) section. Magnox is committed to embracing diversity, as well
as fostering and actively encouraging a culture of respect and inclusion. The success of the
business depends on attracting, retaining and motivating employees. From apprentice and
graduate schemes, to ensuring staff are suitably qualified and experienced for their work and
continued support of all Magnox pension schemes, the Directors ensure the workforce is
prepared and provided for. The Directors factor the implications of decisions on employees
and the wider workforce, where relevant and feasible. Further details of engaging with the
workforce are provided in the Employees section; ‘

The need to foster business relationships with suppliers, customers and others.
Delivering the Company's strategy requires working in partnership with Government,
Regulators and other stakeholders. In order to complete the mission of decommissioning the
nuclear legacy sites Magnox has to work in partnership with its supply base, as this provides
both expert knowledge and resources that are not maintained in the Company structure. The
Company is a wholly owned subsidiary of the NDA and exists, at their discretion, to realise
the NDA's strategic objectives for the clean-up mission of legacy nuclear sites. The Company
is held to account by the NDA for safe and secure management of its sites, demonstrable
progress, and return on investment.

The Company has an obligation to meet environmental regulation primarily focused on site
discharges and radioactive waste disposals from its sites by the Environment Agency (EA) (in
England), Scottish Environment Protection Agency (SEPA) (in Scotland) & Natural Resources
Wales (NRW) (in Wales). The Company'’s obligations to Office for Nuclear Regulation (ONR)
are focused on ensuring Magnox can operate as a nuclear Site License Company. ONR has
a broad remit, within the framework of the Nuclear Site Licence Conditions (NSLCs), to
regulate what is required of Magnox to preserve safety and security.

The NDA's sponsoring department is the Department for Business, Energy & Industrial
Strategy (BEIS) . Although Magnox’s relationship with BEIS is formally through the NDA,
Magnox is required to provide input and information directly to BEIS (informing the NDA in
parallel). Finally, the Company holds a number of standards certifications and works with
various assurance and certification organisations to maintain these. As the NDA provides
public funds for Magnox's work, the Company has key relationships with Government bodies,
namely Her Majesty’s Treasury (HMT) & UK Government Investments (UKGI) in respect to
actual and forecast spending plans;
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Magnox Limited

Strategic report for the year ended 31 March 2020 (continued)

d) The impact of operations on the community and the environment. The company has
extensive interaction with key stakeholders including the communities around its sites, the
Regulators, local authorities, the UK Government and the devolved administrations in
Scotland and Wales. There are independent Site Stakeholder Groups at each of the 12
Magnox sites. Each group is administered by Magnox personnel and meets between two and
four times per year. Site Directors present reports on progress at the sites and Regulators are
present to share their analysis of safety and environmental performance. Local authorities,
community organisations and trades unions make up the group membership and the
meetings are open to the general public and media;

e) The desirability of maintaining a reputation for high standards of business conduct.
The Directors periodically review and approve governance standards, business procedures
and policies to ensure that high standards are maintained both within the Magnox business
and the business relationships it maintains. This, complemented by the ways the Board is
informed and monitors compliance, assures that the Company aIways acts in ways that
promotes high standards of business conduct; and

f) The need to act fairly between members of the Company. The Directors fully support the
values of Equality, Diversity and Inclusion. The Company continues to support the employee-
led networks through a diversity network steering group. The networks include a Womens
Network, Neurodiversity Network, LGBT+ and Allies network, Young Persons Network, BAME
(Black, Asian, Minority Ethnic) and Mental Health First Aiders Network. The Company has a
full and constant dialogue with both National and local trade union representatives as they
seek to promote the relevant matters of interest.

Principal risks and uncertainties

Due to the manner in which the Company operates, substantially all risks and rewards from operating
activities are borne by the NDA.

The Company's operational risks primarily include environmental, health and safety, security
(including cyber security), operational plant performance, waste management, asbestos, degrading
assets and IT. Environmental and social effects are always considered. Documented procedures
and risk assessments exist to manage risks across the business, including those concerning health
and safety. Business Continuity, Emergency Response and Disaster Recovery procedures exist
which would be implemented in the event of business or operational interruption.

Information security risks are effectively managed across the business and individual locations with
both internal and external assessments completed. Continuous improvement is required to maintain
pace in the response to threats and provide the required education to key staff managing information
assets in all forms. This work is funded and improvement plans approved by the Executive.

Costs incurred by the Company are reimbursed by the NDA and, therefore, the Company does not
have significant exposure to price, credit, liquidity or cash flow risk.

The transition of ownership of the Company from CFP Ltd to the NDA occurred on 1 September 2019,
as a consequence of detailed transition planning and arrangements. No business interruption was
experienced and no areas of significant risk remain.

The Company undertook extensive reviews of the impact of a ‘no-deal’ Brexit scenario in the run up to
29 March 2019. As negotiations continue with the European Union, the Company continues to
monitor events assessing any change in the risk profile from changes in future trading relationships
between parties. Given the UK centric nature of the business, the current assessment is that a limited
risk exists to Magnox with mitigations available or in place.
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Magnox Limited

Strategic report for the year ended 31 March 2020 (continued)

COVID-19

As the Covid-19 pandemic began impacting in the UK, the Company determined its duty was to
reduce the spread of the pandemic ahead of normal business obligations. As a result, the Board
decided on 17 March 2020 to bring operations at all sites, except for the generating facility at
Maentwrog, to a controlled pause to combat the spread of Covid-19. During the controlled pause
phase the Company focused on the following priorities:

1. Safety and Security of sites. All non-essential work was paused at sites and securlty
arrangements enhanced. Entry to sites was allowed only for essential activities;

2. No significant events were reported in this period. Communications to key Regulaytory
contacts in ONR, EA, SEPA and NRW were made to explain the site status;

3. Welfare of people. Regular communications focussed on ensuring guidance, wellbeing,
working arrangements and Company actions during the pause period were explained to the
Magnox workforce. Key data on staffing numbers and working status was collected routinely
and shared with BEIS. A regular cascade ‘keep in touch’ process was initiated for all groups
to ensure individuals remain as connected as possible.

4. Support to our local communities. An Event Management Centre (EMC) was established and
provided assistance to the national COVID-19 response. The Company donated over 120,000
items of Personal, Protective Equipment (PPE) to local communities, namely the NHS,
ambulance service and foodbanks. Magnox also launched a community volunteering
programme. The number of Magnox volunteers totalled 340, with people carrying out a wide
range of tasks such as delivering food and medicines, using 3D printers to make masks and
sewing scrub bags for NHS workers. Additionally a programme of emergency socio-
economic support provided up to £25,000 per site to their Local Authorities;

5. Maintaining Value for Money. Significant efforts were made to increase the capacity of the
workforce to successfully work from home during the lockdown period through enhancing IT
hardware and infrastructure. Following guidance from the Cabinet Office, Magnox adopted
Cabinet Office Procurement Policy Note (PPN)02/20 ‘Supplier relief due to Covid-19’
implementing provisions to continue to pay their key suppliers whilst they were unable to work
to ensure they would be available to deliver critical services when the business restarted; and

6. Preparing for Restart. A Site Restart Steering Group was established to determine how the
sites would return to operations. The restart process was based on pre-mobilisation,
mobilisation and ‘new’ normal phases. The decision to commence re- establishing the sites
was based on the following six key criteria:

Restrictions/Controls - Operations can safely & practically resume;

Resources levels can be sustained to complete required activities;

PPE stock levels to enable forward operations are maintainable;

Supply chain essential to the continued site operations are available;

Funding continues to be available to restart programme workfaces; and

Internal Readiness demonstrated.

Over half of the Company’'s employees have continued to work effectively offsite during the lock
down. As of end June we will have completed the pre-mobilisation work on all of our sites, making
them safe and Covid compliant. Through July and August the Company will have more employees
returning and all those deemed appropriate to return should be in place by September. Magnox will
continue to have a significant number of employees working from home in line with UK, Welsh and
Scottish Government guidance. Magnox is now restarting programmes and opening up workfaces
across sites. Itis hoped to see all sites return to full activity by December.
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Magnox Limited

Strategic report for the year ended 31 March 2020 (continued)

Whilst it is very early to fully understand the cost impacts, expenditure for the 2020/21 financial year
may be less than the approved funding limit from the NDA, which is £515m. The rate at which work
can restart is based on estimates and the impact of new working conditions and future Government
guidance on containing the Covid-19 virus are contributing factors to potentially reduced productivity
and delayed ramp up of operations.

Environment, Health, Safety, Security and Quality (EHSS&Q)

Overall Performance

Overall, there has been successful hazard reduction at the Company’s sites leading to reduction in
the nuclear risk profile. Attention remains focussed on conventional, environmental and security risks
for the business. EHSS&Q performance remains broadly comparable with other companies in the
sector.

Strategic report for the year ended 31 March 2020 (continued)

Nuclear Safety

The Company has not had any significant nuclear safety incidents. The dose to workers from
radiation remains at a low level and the nuclear safety metrics have shown good performance
throughout the year. Wylfa successfully completed defueling, resulting in the removal of this
significant nuclear hazard from the Magnox fleet.

Conventional Safety

The Total Recordable Injury Rate (TRIR) at the end of 2019/20 was 0.27 (2019: 0.25), which is below
the average of the NDA estate. Oversight of these rolling 12 month metrics show they both remained
steady during a year of transition from PBO to a Subsidiary. This compares to pervious transitions
which coincided with a marked increase in TRIR figures. The Company has maintained its continuous
Company Safety Improvement Plan to deliver its aim of continual improvement of safety performance.
For 2019/20 focus areas included Safety Leadership, Mental Health and reducing legacy waste. The
management of asbestos at sites continues to be a priority for the Company in 2019/20 and will
continue to be the case for 2020/21.

Environmental Management

The Company has not had any incidents that caused demonstrable environmental harm and
continues to make good progress in overall legacy waste reductions across the sites.

Health

The level of sickness absence showed an approximately level trend during 2019/20 at around 7 days
per employee. This figure is generally lower than sector comparators. Health and wellbeing (and in
particular Mental Health) continues to be a focus for the Executive.

Security

The Company has continued to implement robust security arrangements across all the sites during
the year. This has focussed on a number of strategic priorities; including implementation of Security
Assessment Principles (SyAps) through revised Nuclear Site Security Plans. These align with the
Regulatory expectation of implementing a risk-based approach as defined in the SyAPs.
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Magnox Limited

Strategic report for the year ended 31 March 2020 (continued)

Quality

The Company has successfully maintained its certification for its operations against the latest 2015
ISO 9001, ISO 18001 and ISO 14001 standards and has made good progress to move to the new
ISO 45001 standard (which will replace ISO 18001 in due course) as well as beginning the process to
get certification in ISO 55001 - Asset Management.

Modern Slavery and Human Trafficking Statement

The Company is committed to integrity in all aspects of its business and operations and provides all
its products and services in compliance with legal requirements and to high standards of corporate
responsibility.

The Company works with the supply chain to ensure operation' from a shared set of values and
develop business relationships based on honesty, fairness and mutual trust.

The Board recognises modern slavery, servitude, human trafficking and forced labour as both a crime
and a violation of fundamental human rights. They are committed to implementing and enforcing
effective systems and controls to ensure that these practices are not taking place anywhere within the
business, or in the supply chain.

To this end, during the last financial year the Company Executive has:

e Continued with a Modern Slavery and Human Trafficking policy which was adopted by the
Board during 2016/17;

e Worked with the parent companies to ensure that it has benefitted from their experience in
controlling this issue;

e Continually monitored the standard contract conditions to help ensure that the supply chain is
clear about the Company's expectations in this area;

e Continually reviewed recruitment and employment processes to ensure that all staff have a
right to work in the UK and are not being forced to work against their will;

¢ Maintained the whistleblowing policy and process that ensures that any staff having concerns
are able to freely report their concerns without fear of reprisal; and

e Ensured that procurement staff are aware of the need to ensure that the supply chain meet
the Company'’s stringent requirements and employ similar controls and that they have:

o Taken steps to eradicate modern slavery and human trafficking in their operations;
o Hold their own suppliers to account; and
o Pay their employees and contractors at least the national living wage.

As with safety, good business practice is a fundamental requirement of all employees and suppliers.

Signed on behalf of the Board,

mones

Chief Executive Officer

14 September 2020
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Magnox Limited

Directors’ report for the year ended 31 March 2020

The Directors present their report and the audited financial statements of Magnox Limited for the year
ended 31 March 2020.

Directors

The Directors, who served during the year, and the period up to signing the financial statements, were
as follows: .

Andrew Spurr (resigned 13 March 2020)
Lawrence Haynes (appointed 1 September 2019)
Anthony Moore (resigned 31 August 2019)

Gwen Parry-Jones (appointed 1 September 2019) :
Pamela Duerden

Greg Meyer (resigned 31 August 2019)
Kenneth Douglas (resigned 31 August 2019)
Paul Edwards (resigned 31 August 2019)
Paul Hunt : (resigned 20 February 2020)
Dr Anna Clark - (appointed 1 September 2019)
Gordon Frisby (appointed 1 September 2019)
Simon Bowen (resigned 31 August 2019)
Susan Jee

Peter Webster

Paul Vallance (appointed 1 September 2019)
Simon Haben (appointed 1 September 2019)

Company secretary

Kelly-Marie Williams (resigned 31 August 2019)
Maxine Symington (appointed 1 September 2019, resigned 11 May 2020)
Joanne Sinar (appointed 11 May 2020)

Directors’ and Officers’ liability insurance

The Company maintains Directors' and Officers’ liability insurance covering the defence costs of civil
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 dishonestiy.

During 2019/20 PricewaterhouseCoopers LLP continued to provide audit services although due to the
change in ownership, Mazars LLP, auditors of a number of the NDA subsidiaries, have been
appointed for year-end audit services for 2019/20.

Registration number 2264251 Page 10




Magnox Limited

Directors' report for the year ended 31 March 2020 (continued)

Going concern

Due to the manner in which the Company operates, fully funded by the NDA, the Directors can be
confident in the assessment of the Company as a going concern - in particular in the Company's
ability to meet all its current liabilities.

After making enquiries, the Directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for at least the next 12 months from the point of
approving this Annual Report. Accordingly, they continue to adopt the going concern basis in
preparing the annual report and financial statements.

Due to the Company being funded by the NDA, the net financial impact of COVID 19 will be minimal
and will not affect the declaration above to adopt a going concern basis'in preparing the annual report
and financial statements.

Dividends
Refer to note 15 of the Financial Statements.

Political and charitable donations

During the year the Company made charitable donations of £1,012k (2019: £698k) to local charities
and good causes serving the communities in which the Company operates. These were funded by the
NDA. The Company made no contributions to political parties (2019: £nil).

Financial risk management

Owing to the nature of its activities being part of the NDA Group, the Company is not exposed to the
same degree of financial risk faced by many other business entities. Financial instruments play a
limited role in creating or changing risk and generally financial assets and liabilities are generated
from day-to-day operational activities and not held to change the risks facing the Company in
undertaking its activities. The Company has access to working capital funding from its immediate
parent company, the NDA, to meet any temporary cash flow shortages.

Corporate governance

The Directors are responsible for the Company’s system of internal control and reviewing its
effectiveness. The Directors confirm that they have reviewed the effectiveness of controls during the
year. However, the system of control is designed to manage, rather than eliminate the risk of failure to
achieve business objectives and can only provide reasonable, and not absolute, assurance against
material misstatement or loss.

Policy and practice on payment of creditors

The Company has continued its commitment to the Prompt Payers Code of Practice drawn up by the
Confederation of British Industry (CBI) with rigorous monitoring of payment performance. The
Company's main payment terms are 30 days from date of invoice. Suppliers are made aware of the
terms of payment and the terms are settled when agreeing the details of each transaction. The
number of creditor days outstanding at 31 March 2020 was 27 days (2019: 25 days).
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Magnox Limited

Directors' report for the year ended 31 March 2020 (continued)

Employees

The average number of people employed by the Company during the year was 2,196 (2019: 2,330).
At 31 March 2020 the total number of people employed by the Company was 2,110 (2019: 2,250).

The Company continues to attach importance to the involvement of its employees in the Company's
development. It has continued to keep them informed of matters affecting them as employees and
also on the performance of the Company. Matters that will have an impact on the employee are
emailed directly to all staff via Magnox Briefing documents; these briefings cover a range of issues.

The incentive scheme is communicated to employees via the Magnox briefing updates once
arrangements have been agreed so that employees are aware of the targets over the period. The
incentive scheme targets are also shared with trade union colleagues prior to communication to the
wider business. Progress against the targets are reported quarterly. As well as specific Magnox
Briefings, there is also a fortnightly communications update which highlights key features and
updates. :

Consultation with the Company's trade union colleagues takes place on the maijority of human
resources and learning and development process changes, where proposals will be communicated
and discussed through a number of forums for stakeholder engagement prior to any implementation.
There is a Magnox Joint Committee (MJC) held on a quarterly basis with the full time and senior trade
union representatives which provides an opportunity for discussion of the views of the unions and
their members on Company processes. Employee feedback is critical for process improvements, and
a number of different focus group sessions take place to gather employee views on processes. At
site level, regular meetings take place between the site trade union representatives and Lead Team.
A human resources representative will also attend the Union Representative Committee (URC) and
Trade Union Co-ordinating Committee (TUCC). A business update is included on the agenda at each
MJC and URC meeting, and a member of the Executive team will cascade the latest business update
to trade union colleagues to keep them informed of any key news.

Updates on the Company’s performance and progress and milestone achievements are regularly
communicated via an internal newsletter; which is published on a quarterly basis. The publication
provides updates on Magnox's external efforts as well as key targets and milestones the Company
delivers

A follow up Equality, Diversity and Inclusion survey was run in autumn 2019 to aliow employees with
an opportunity to voice their opinions on Magnox'’s diversity culture and the ED&l agenda. Full survey
results were published to all staff via Magnox Briefings and uploaded onto the intranet for
accessibility.

At Executive level, there was an introduction of a weekly Chief Executive Officer (CEO) Blog following
the transition to the new Executive which is posted onto the company intranet as well as an “Ask
Gwen” central e:mail address, where individuals are provided an opportunity to pose questions to the
CEO on any issues within the business. Key messages from the Executive team are cascaded from
the Extended Executive to Site Director level through to site and functiona! levels. An Executive
sponsor attends the quarterly site stand-downs to ensure further engagement with employees and a
question and answer session will normally take place at the end of each stand- down.

The Company is committed to a policy of equal opportunities for all employees, ensuring that there is
no discrimination and that training is given to meet individual needs. Applications by people with
disabilities are given full and fair consideration and, wherever practicable, provision is made for their
special needs. The same criteria for training and promotion apply to people with disabilities as to any
other employee. If employees become disabled, every effort is made to ensure their continued
employment.
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Magnox Limited

Directors’ report for the year ended 31 March 2020 (continued)

Streamlined Energy Carbon Reporting

Energy efficiencies and carbon reduction are primarily achieved where Magnox completes the
decommissioning of facilities and site restoration although there are also gains from looking at how
we operate and identifying improvements within some of our procedures and ongoing infrastructure.

Greenhouse gas (GHG) emissions and energy usage data for the period 1 April 2019 to 31 March
2020 is as follows: ‘

Scope Information KWh Total Gross
(GHG) Emissions (teCO2e)

Total energy consumption (KWh) and
emissions (teCO2e) from combustion of gas
Scope 1 and other hydrocarbon fuels (fuel oil/gas oil) | 9:378,305 | 1,761
(scope 1)

Total consumption (KWh) and emissions

(teCO2e) for transport fuel in scope 1
Scope 1 822,140 280

Total .consumption (KWh) and emissions

(teCO2e) from electricity in scope 2 '
Scope 2 54,428,521 | 13,912

Total consumption (kWh) and emissions
(teCO2e) from business travel in rental cars
Scope 3 or employee owned vehicles where the | 1,777,823 | 603
company is responsible for purchasing the
fuel in scope 3

Overall total consumption used to
Scopes 1,2 | calculate emissions (KWh) and total
and 3 emissions (teCO2e) in scopes 1, 2 and 3. 66,406,789 | 16,556

The Company has a calculated intensity ratio in the year of 34 teCO2e per £1m revenue, representing
total gross emissions in the year as a ratio against revenue as per the Income Statement.

Methodologies used in the calculation of GHG emissions and energy usage data

Scope 1: Total energy consumption (KWh) and emissions (teCO2e) for scope 1 relating to
consumption of gas and combustion of fuel for transport purposes:

e Natural Gas Gas consumption data obtained from monthly invoices covering period April
2019 - March 2020. Annual usage calculated in kWh, and converted to CO2e using the
relevant emission factor given in the UK Government GHG Conversion Factors for Company
Reporting - Fuels (2019);

o Fuel Oil/Gas Oil/Petrol/Diesel/Kerosene Usage of fuels for combustion plants is recorded
by sites through either purchase receipts or tank level readings. This includes site owned
equipment, and contractors/hired equipment used on Company projects. Fuel may be used
for static combustion plant or mobile plant. For reporting purposes, a conversion from litres to
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Magnox Limited

Directors' report for the year ended 31 March 2020 (continued)

kWh is required. A conversion factor for kWh per litre based on the Calorific Value of the
specific fuel is provided in the annual UK GHG Conversion Factors (fuel properties tab); and

Fuel! for transport purposes (company car business fuel) Mileage data obtained by fuel
type and vehicle engine size for company cars for the reporting period. Company car mileage
data extracted from the financial expenses system. Mileage data converted from miles to
litres using an average miles per litre figure for each fuel type. The volume of fuel was then
converted into kWh as per the annual UK GHG Conversion Factors for the appropriate fuel
type. Mileage data converted to COZ2e using the relevant emission factor given in the annual
UK GHG Conversion Factors based on the Average car size.

Scope 2: Total energy consumption (KWh) and emissions (teCO2e) for scope 2 relating to
consumption of purchased electricity:

Electricity Electricity consumption data obtained via online supplier portals covering period
April 2019 — March 2020. Maentwrog energy usage obtained from site records. Annual
usage calculated in kWh, and converted to CO2e using the relevant emission factor given in
the annual UK GHG Conversion Factors.

Scope 3: Total energy consumption (KWh) and emissions (teCO2e) for scobe 3 relating to business
travel in rental cars or employee owned vehicles where the company is responsible for purchasing the

fuel:

Fuel for business travel in rental cars or employee-owned vehicles Mileage data for
business miles in employee vehicles extracted from the financial expenses system. Mileage
data for hire cars obtained from hire car reporting portal. Mileage data converted to litres
using an average miles per litre figure. The volume of fuel was then converted into kWh as
per the annual UK GHG Conversion Factors based on the assumption that half of vehicles
are petrol, and half are diesel. Mileage data converted to COZ2e using the relevant emission
factor given in the annual UK GHG Conversion Factors based on the Average car size.

Energy Efficiency

In the period covered by the report the Company has:

Continued to install LED lighting to sites wherever possible. These lights are guaranteed for
life. Benefits include improved quality lighting, improvement in staff health, reduced lifetime
cost of product and reduced electricity consumption;

Introduced compostable 'Vegware' products and encourage use of recycled cups in canteens
to reduce plastic use across the sites; and

Reduced ‘Driving on Company Business’ by a variety of methods: encouraging greater use of
public transport, car sharing, wider use of phone and video-conferencing facilities. When
travel is unavoidable, fuel-efficient pool vehicles should be used where possible. In order to
travel on business, staff must supply a full justification prior to making a journey

Signed on behalf of the Board,

en Parrﬁnes 2 C

hief Executive Officer

14 September 2020
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Magnox Limited

Statement of Directors' responsibilities

The Directors are responsible for preparing the Strategic Report, Directors' Report and the Financia!
Statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare Financial Statements for each financial year. Under
that law the Directors have elected to prepare the Financial Statements in accordance with applicable
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice), including FRS 101 “Reduced Disclosure Framework”. Under éompany law the drectors
must not approve the Financial Statements unless they are satisfied that they give a true and fair view
of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:
- select suitable accounting policies and then apply them consistently;
- make judgments and accounting estimates that are reasonable and prudent;

- state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

- prepare the Financial Statements on the going concern basis unless it is inappropriate to presume
that the Company will continue in business.

The Directors 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 Financial Statements comply with the
Companies Act 2006. 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.

Disclosure of information to auditors

Each of the persons who are Directors at the time when this Directors' report is approved has
confirmed that:

- so far as the Director is aware, there is no relevant audit information of which the Company's
auditor is unaware; and

- the Director has taken all the steps that ought to have been taken as a Director in order to be
aware of any relevant audit information and to establish that the Company's auditor is aware
of that information.
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Magnox Limited
Independent auditors’ report to the members of Magnox Limited
Opinion

We have audited the financial statements of Magnox Ltd for the year ended 31 March 2020 which
comprise the Income statement, Statement of comprehensive income, Statement of financial position,
Statement of changes in equity and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards, including FRS 101
“Reduced Disclosure Framework” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the state of the Company’s affairs as at 31 March 2020 and of its
profit for the year then ended,;

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

* have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of
the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:

» the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

o the directors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the company's ability to continue to adopt
the going concern basis of accounting for a period of at least twelve months from the date
when the financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the
information included in the annual report, other than the financial statements and our auditor’s report
thereon. Our opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon. '

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are
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Magnox Limited
Independent auditors’ report to the members of Magnox Limited (cont.)

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor's report.

Use of the audit report

This report is made solely to the Company’'s members as a body in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
company's members those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members as a body for our audit work, for this
report, or for the opinions we have formed.

%

Timothy Hudson (Senior Statutory Auditor) for and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor
Mazars LLP, One St Peter's Square, Manchester, M2 3DE

Date 14? 4?7?% (" 2—02,0_
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Magnox Limited

Independent auditors’ report to the members of Magnox Limited (cont.)

required to determine whether there is a material misstatement in the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that
fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

¢ the information given in the Strategic Report and the Directors’ Report for the financial year
for which the financial statements are prepared is consistent with the financial statements;
and

¢« the Strategic Report and the Directors’ Report have been prepared in accordance with
applicable legal requirements.

Matters on which we are required to report by exception

In light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material -misstatements in the Strategic Report or the
Directors’ Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act
2006 requires us to report to you if, in our opinion:

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

* we have not received all the information\and explanations we require for our audit.

Responsibilities of Directors

As explained more fully in the directors’ responsibilities statement set out on page 11, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the company or to
cease operations, or have no realistic alternative but to do so.
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Magnox Limited
Income Statement

for the 12 months ended 31 March 2020

Revenue
Cost of Sales

Operating profit from continuing operations before
Research and Development (R&D) tax credits

R&D tax credits

NDA share of R&D tax credits (net)

Profit on sales outside contract/agreement paid to NDA
Pension Expense

Operating profits from continuing operations

Interest receivable and similar income
Profit before taxation

Income Tax Expense

Profit for the financial year

Registration number 2264251

2019
Note ’ 2020 Re-stated
£'000 £000
4 487,820 599,097
(480,277) (556,607)
5 7,543 42,490
7,982 5,130
(4,271) (2,077)
(414) -
16 (142) (39)
10,698 45,504
6 ' 2 S
10,700 45,509
9 (3,102) (9,101)
7,598 36,408
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Magnox Limited
Statement of Comprehensive Income

for the year ended 31 March 2020

2020 2019
Re-stated
£'000 £'000
Profit for the Period 7,598 36,408
Other Comprehensive Income .
Actuarial gain/loss on defined benefit pension plan, offset by 16 Y . 0
the fair value of the corresponding NDA asset
Profit and total comprehensive income for the financial
year 7,598 36,408

All amounts for the year ended 31 March 2020 and 31 March 2019 relate to continuing activities.

The notes on pages 23 to 48 are an integral part of these financial statements.
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Magnox Limited
Statement of Financial Position

as at 31 March 2020

Non-current assets
NDA receivable in respect of pension liability

Right of use assets

Total non-current assets

Current assets

Trade and other receivables
R&D tax credit

Cash and cash equivalents

Total current assets
Deferred Tax
Total assets

Current liabilities

Trade and other payables
Other liabilities

Total current liabilities

Non-current liabilities

Contract retentions due in more than 1 year
Provisions for liabilities

Pension Liability

Lease Liability

Total non-current liability

Net assets

Capital and reserves
Equity share capital
Retained earnings

Total equity

Note

16
17

10

14

12
12

13
16
17

18
19

2019
2020 Re-stated
£°000 £000
377,997 126,069
2,174 -
380,171 126,069
87,011 143,425
11,870 9,430
6,372 2,727
105,253 155,582
2,582 3,486
488,006 285,137
(82,996) (113,059)
(2,589) (6,954)
(85,585) (120,013)
(4,417) -
(13,915) (8,826)
(377,997) (126,069)
(1,565) -
(397,894) (134,895)
4,527 30,229
4,527 30,229
4,527 30,229

The notes on pages 23 to 48 are an integral part of these financial statements.

The financial statements on pages 19 to 22 were approved by the Board of Directors on 6 August

2020 and were signed on its behalf by:

Gwen }Zaﬁrry-zez

Director

14 September 2020
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Magnox Limited
Statement of Changes in Equity

for the year ended 31 March 2020

Note

Balance at 1 April 2018
Profit for the financial year

Dividends paid 15

Balance at 31 March 2019
and 1 April 2019

Profit for the financial year

Other comprehensive income

Dividends paid 14

Balance at 31 March 2020

The notes on pages 23 to 48 are an integral part of these financial statements.
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Called up Profit and Total
share loss shareholders’
capital account funds
£000 £000 £000

- 13,846 13,846

- 36,408 , 36,408

- (20,025) (20,025)

. 30,229 130,229

- 7,598 7,598

- (33,300) (33,300)

: 4,527 4,527
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