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Dear Mr Mori,

I would like to take this opportunity at the year end to express to you my sincere best
wishes for the New Year and thank you for the warm welcome I have received since
arriving in Japan just over four months ago.

We have made significant progress over this last year and particularly whilst [ have
been in Japan during the last four months, we have seen a number of positive
developments. I would like to thank you for your continued patience with and support
for BNFL as we move forward. We very much appreciate the relationship with you and
we will continue working hard to develop this further in the New Year.

Recently we have seen the culmination of considerable effort in two major areas for
BNFL. The first is SMP approval which has just recently received its licence to operate.
The second is the announcement by the UK Government about restructuring of the UK
nuclear industry. Both of these have been tremendously good news for BNFL and we
now look forward to building on these.

The formation of the Liabilities Management Authority (LMA) and confirmation of our
future strategy is not only good news for BNFL but is also, I believe, good for our
customers in that it provides a greater incentive for us to continue to improve our
performance. Iknow that there will continue to be questions on the role and
relationship of the LMA with BNFL and the impact on our customers but let me
reassure that it is business as usual. We will fulfil the existing contracts with you and
we are free to enter into additional business with both existing and new customers.
Further information will become available as the details are clarified and we will ensure
that you are kept fully informed.
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The approval by the UK Government of SMP in October was a major step forward
following years of effort and four periods of public consultation. It was even more
gratifying to successfully defend this approval three times against strong anti-nuclear
opposition. This cleared the way for us to receive the licence for SMP from the UK
Regulator, the NII on 19 December which was a tremendous Christmas present for us. I
hope too that this will be seen positively in Japan in helping the nuclear industry and
Japan’s Pu-thermal programme to move forward. We are certainly grateful for all of
your support throughout this lengthy process to bring SMP into operation. It is now in
our hands to make this a success.

We are committed to providing a quality MOX product for our Japanese customers, but
we recognise that we must first satisfy the five conditions contained in the ORC Letter
of Support for SMP. We have gone a long way to completing three out of the five
conditions with UK Government approval and the licence for SMP and the preparations
that have been made for the return of the fuel from Takahama 4 fuel. We have also
improved our approach to quality but our focus is now on the two remaining conditions
of showing that we can comply with the METI inspection requirements and improving
BNFL’s public image in Japan. We wish to continue working closely with you on those
areas in the New Year as we strive to be a credible and competitive supplier of MOX
fuel to Japan.

We have also made good progress in other areas with the recent signature of agreements
on support of commissioning of the Rokkasho Mura Reprocessing plant with JNFL and
Hitachi. This is a strong testament of our credibility and we are grateful for your
support in this area. We will be setting up a separate company in Japan to be known as
BNFL Rokkasho KK from which our engineers will work and we are very much
committed to helping this project be a success.

There has also been some other recent good news from the UK in that we have just
received the licence from the NII to go ahead with the active commissioning of WVP
Line 3. This is a crucial step in the continued operation for our recycling business.

In the New Year we have many things to do and I hope that we can make some more
positive progress. On a wider front I am optimistic about the future of the nuclear
industry. In particular in the USA there has been increasing debate on new reactor build
and BNFL with its Westinghouse reactor portfolio is very much at the forefront of these
discussions to build new reactors in the US. We will have to see how this develops in
the New Year and we are hopeful that there will be some movement to build new
reactors in the US. In the UK, we await the report from the Energy Review that is
under way and we hope that this will be a trigger for new nuclear build in the future but
there will clearly be many steps to go through before this can happen. In Japan,
although there have been one or two setbacks recently, I believe that the nuclear
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industry remains very strong. We wish to be a strong partner for you as we move
through the challenges ahead. Let us hope that there will be some positive progress in
Japan in the next year and we will be pleased to continue to be of assistance to you in
helping to overcome future challenges.

I am looking forward to seeing you again in 2002 and to continuing discussions with
you in areas of our mutual interest. We very much value our relationships with you and
I would like to see this grow as we embark on further business in the years ahead during
my time in Japan.

I wish you a good New Year.

With very best regards.

Yours sincerely

David Powell
President
BNFL Japan K.K./Westinghouse Electric Asia S.A. Japan
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