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MANAGEMENT’S NARRATIVE DISCUSSION

Introduction

Management’s Narrative Discussion is intended to provide the reader with a greater understanding of
AECL’s business, its business strategy and performance, its expectations for the future, and its
management of risk and capital resources.

All financial information presented, including tabular amounts, is in Canadian dollars and is prepared in
accordance with Canadian Public Sector Accounting Standards (PSAS). Management’s Narrative
Discussion should be read in conjunction with the unaudited financial statements.

Management’s Narrative Discussion was authorized for issuance by the Board of Directors on August
18, 2026.

Our Business

As a federal Crown corporation, Atomic Energy of Canada Limited (AECL) is working to advance
Canada’s interests through leading edge nuclear science and technology initiatives and protection of
the environment. This includes combating climate change through clean energy growth and
decarbonization strategies, advancing the battle against cancer and other diseases by pioneering new
treatment methods, and accelerating Canada’s environmental remediation responsibilities related to
past nuclear science activities. AECL receives funding from the Government of Canada to enable
nuclear science and technology and manage the Government of Canada’s radioactive waste liabilities.
Since 2015, AECL has been delivering part of its mandate through a Government-owned, Contractor-
operated model, whereby a private-sector organization of more than 4,000 employees, Canadian
Nuclear Laboratories (CNL), is responsible for managing and operating AECL’s sites on its behalf.

Under the Government-owned, Contractor-operated model, AECL retains ownership of the sites,
facilities, intellectual property, and liabilities. CNL manages AECL’s sites and facilities under contract
with AECL. The Government-owned, Contractor-operated model allows AECL to leverage private-sector
expertise and experience to accelerate the decommissioning and environmental stewardship program
and deliver world-class nuclear science and technology. Furthermore, AECL supports the Government’s
development of nuclear policy. These are the main areas of focus:

Nuclear Innovation
AECL is enabling the development of new technologies to advance small modular reactors (SMRs),
clean hydrogen and fusion all with a view to building on the success of the CANDU® reactor technology

and its already realized and potentially enhanced contributions to climate objectives, energy security
and jobs.
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Environmental Stewardship

AECL is responsible for safely remediating

nuclear waste on behalf of the Government. Responsible decommissioning and radioactive waste
management is necessary to clean up AECL's sites, protect the environment, and make way for new
buildings that will support the ongoing nuclear science and technology mission at the Chalk River site.

First Quarter Highlights for 2026-27

Below are some achievements from this quarter:
The federal Nuclear Energy Strategy announced

During the first quarter of 2026-27, AECL welcomed the release of the Government of Canada’s Nuclear
Energy Strategy, which sets a clear and ambitious direction for the future of nuclear energy in Canada.
The Strategy responds to a period of accelerated change, as electricity demand rises quickly with the
electrification of the economy and Canada looks to strengthen energy security, advance innovation and
support economic growth. It positions nuclear energy as a core, scalable source of reliable, non-
emitting baseload power, aligned with the Government of Canada’s broader priorities for clean
electricity and energy security.

The Nuclear Energy Strategy identifies four key priorities: enabling new builds across Canada;
positioning Canada as a global supplier and exporter of choice; expanding uranium production and
nuclear fuel opportunities while supporting world-class long-term nuclear waste management; and
developing new Canadian nuclear innovations, including fission and fusion.

As Canada’s nuclear Crown corporation, AECL is well positioned to support the implementation of the
Strategy by advancing innovation, providing stewardship of strategic nuclear assets, overseeing
Canada’s national nuclear laboratories at Chalk River, managing CANDU® intellectual property, and
working with partners across industry, academia, communities and Indigenous Nations.
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Government announced capital investment for AECL

During the quarter, the Minister of Energy and Natural Resources announced the federal government’s
$2.2 billion capital commitment to continue the revitalization of the Chalk River Laboratories. The
federal funding commitment enables the ongoing renewal of Canada’s national nuclear laboratories
and supports Canada’s Nuclear Energy Strategy by helping to sustain the scientific and technical
research and innovation that underpins the domestic nuclear industry.

The capital commitment, which will be made available to CNL by AECL, will allow CNL to continue
modernizing the AECL-owned Chalk River Laboratories campus through the revitalization of essential
site infrastructure and significant investment in new, world-class science facilities. The investment will
support Canada’s continued nuclear energy leadership in areas including power generation, fuel
development, safety and security, decommissioning and waste management, and reactor life extension
and reliability. It will also help ensure that Chalk River Laboratories continues to support clean energy,
innovation and long-term economic opportunities for Canada.

Microreactor feasibility program for remote and northern defence facilities

During the quarter, the Government of Canada announced a new initiative to assess the potential of
Canadian-controlled microreactor technology to provide reliable heat and electricity to remote and
northern Department of National Defence (DND) and Canadian Armed Forces facilities and operations.
As part of the initiative, DND committed an initial $40 million in 2026-27 to support a feasibility
program that will evaluate the role of advanced nuclear technologies in strengthening energy security
and operational resilience in Canada's North.

The initiative aligns with the Government of Canada's broader priorities for energy security, innovation
and Arctic sovereignty, and recognizes the potential for microreactor technologies to provide
dependable, low-emission energy in remote and off-grid environments. AECL will support the feasibility
program as part of its mandate to advance nuclear innovation and enable the development and
deployment of next-generation nuclear technologies that can contribute to Canada's economic,
environmental and strategic objectives.

Timeline extension and increased flexibility for Port Hope property owners

AECL and the Municipality of Port Hope have reached a long-term agreement that extends Canada’s
responsibility to safely manage eligible historic low-level radioactive waste in Port Hope for up to 100
years after the Port Hope Long-Term Waste Management Facility closes. The facility is managed by
CNL.

This is a significant increase from the current 20-year post-closure period and provides long-term
certainty for residents and property owners. It ensures that, even decades into the future, there will
continue to be a safe, licensed facility available to accept eligible historic waste if it is encountered
during renovations, repairs, or infrastructure work.

Atomic Energy of Canada Limited | 2026-27 First Quarter Financial Report | Unaudited



UNRESTRICTED/ILLIMITEE - TLP-Clear/Clair

As the Port Hope Area Initiative (PHAI) has progressed—particularly on private properties—it has
become clear that it is not always practical or beneficial to remove all of the eligible waste from every
location. Now, property owners have more choice and flexibility. If they choose to leave eligible low-
level radioactive waste undisturbed beneath existing features such as mature trees or landscaping,
they can address the radiological material later, if needed.

With the proposed siting of a 10 GW new nuclear installation in the Municipality of Port Hope, there is
increased attention being given to the PHAI. AECL and CNL are working closely with the Municipality of
Port Hope and examining potential approaches to accelerate the clean-up of private properties and
mitigate any potential risks.

Forward-Looking Statements

This Management’s Narrative Discussion has been reviewed by AECL’s Audit Committee and approved
by AECL’s Board of Directors. It provides comments on the performance of AECL for the three months
ended June 30, 2026, and should be read in conjunction with the unaudited financial statements and
accompanying notes.

The Management’s Narrative Discussion contains forward-looking statements with respect to AECL
based on assumptions that Management considers reasonable at the time of preparation. These
forward-looking statements, by their nature, necessarily involve risks and uncertainties that could
cause future results to differ materially from current expectations. We caution the reader that the
assumptions regarding future events, many of which are difficult to predict, may ultimately require
revision.

Risks and Opportunities

AECL carefully plans for and manages risks as part of sound risk management practices. Due to its
oversight role, AECL’s risk management approach goes beyond the internal organizational risks and
includes oversight of CNL risks. Through ongoing communication between AECL and CNL, plans and
activities are monitored to mitigate risks as necessary. This section highlights some risks and
opportunities that could ultimately impact financial results.

Key Risks
Contractor performance and assurance: There is a risk that contractor performance may not
consistently meet expectations, including in project delivery, reporting, and compliance, affecting

AECL’s ability to deliver its mandate and demonstrate value for money.

Major waste disposal projects and regulatory processes: There is a risk that delays or challenges in
advancing major waste disposal and decommissioning projects (including associated regulatory and
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consultation processes) could affect schedules, costs, and the broader ability to accelerate cleanup and
risk reduction across AECL sites.

Funding pressures and affordability: There is a risk that operating and mission funding pressures
(including cost escalation and changing funding profiles) could constrain delivery of planned work and
require reprioritization.

Changes to decommissioning and waste management liabilities: There is a risk that changes in
underlying project assumptions, estimates, and timing could materially affect the value of AECL’s
decommissioning and waste management liabilities and related financial results.

Cyber security: There is a risk that cyber incidents could compromise AECL and/or CNL systems and
data assets, requiring continued focus on controls, monitoring, and incident preparedness.

People capacity and specialized expertise: There is a risk that AECL and/or CNL may face challenges
attracting and retaining specialized personnel, which could affect oversight capacity, safe operations,
and delivery of multi-year programs.

Indigenous reconciliation, stakeholder confidence, and reputation: There is a risk that evolving
expectations and legal/regulatory requirements related to Indigenous engagement and reconciliation,
along with broader stakeholder and public confidence factors, could affect project timelines and
outcomes and require sustained relationship-based engagement.

Key Opportunities

Nuclear science and technology and innovation: AECL sees strong opportunity to deliver value through
nuclear science and technology, supporting existing reactor fleet performance, enabling next-
generation nuclear and clean energy technologies, and advancing health and isotope-related
applications, through collaboration and targeted investments.

Commercial pathways and partnerships: AECL and CNL can leverage partnerships and commercial
models to expand the impact of unique Chalk River site capabilities, support Canadian supply chains,
and enable responsible technology development and deployment.

Modernization and performance improvement: Continued modernization of infrastructure, business

processes, and performance assurance provides opportunity to improve long-term sustainability,
strengthen delivery, and enhance value for money.
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Financial Review
Three Months Ended

June 30
(millions of Canadian dollars) 2026 2025
Revenues
Parliamentary appropriations S 256 S 243
Commercial revenue 27 25
Investment income 4 5
287 273
Expenses
Cost of sales 20 22
Operating expenses 18 19
Contractual expenses 70 65
Decommissioning, waste management and
contaminated sites expenses 235 (397)
343 (291)
(Deficit) surplus for the period S (56) S 564

Parliamentary Appropriations

The Government of Canada provides funding quarterly for AECL to advance its priorities and deliver on
its mandate. AECL recognized $256 million of Parliamentary appropriations in the first quarter of 2026-
27, compared to $243 million recognized in the same period in 2025-26. The reason for the quarterly
variance is due to increased spending on Decommissioning, waste management and contaminated
sites expenses and spending toward tangible capital assets, as planned.

Commercial Revenue

In the first quarter of 2026-27, $27 million in revenue was recognized, compared to $25 million for the
same period in 2025-26. Revenue included research and development activities performed by CNL for
commercial customers, as well as heavy water sales. Commercial revenue of $27 million is comparable
to the prior period in 2025-26.

Investment Income

Investment income is earned on cash and investments. Investment income is comparable to the prior
period.
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Cost of Sales

Cost of sales is lower in 2026-27 as a percentage of revenue due to increased sales of higher margin
heavy water.

Operating Expenses

Operating expenses are largely comprised of AECL’s oversight expenses and amortization of tangible
capital assets. Operating expenses in the first quarter of $18 million are comparable to that of the same
period in 2025-26.

Contractual Expenses

AECL delivers its mandate through a long-term contract with CNL for the operation of its sites. A
portion of CNL expenditures is reported by AECL as Contractual expenses. Expenses in this category for
the first quarter of $70 million are comparable to the first quarter of 2025-26.

Decommissioning, Waste Management and Contaminated Sites Expenses

Decommissioning, waste management and contaminated sites expenses consist of financial expenses,
the impact on the liability of a change in discount rate, and the revaluation (gain) loss, on these
reported liabilities. Financial expenses reflect the increase in the net present value (accretion of
discount) of these reported liabilities. Changes in discount rate will impact the net present value of the
reported liabilities. If the discount rate increases during the period, the result would be a decrease in
the Decommissioning, waste management and contaminated sites expenses. If the discount rate
decreases, the result would be an increase to the reported expenses. For a sensitivity of a 1% change in
the discount rate, refer to the annual audited financial statements dated March 31, 2026. Revaluation
gains and losses represent changes to the estimates for the reported obligations.

Decommissioning, waste management and contaminated sites expenses in the first quarter of 2026-27
are higher than the first quarter of 2025-26 due primarily to differences in discount rates in the current
qguarter compared to the prior period. The discount rate increased in 2025-26, resulting in a decrease in
the expense for the period. In 2026-27 the discount rate decreased, resulting in an increase in the
expense.

Surplus (Deficit) for the Period

Consistent with AECL’s financial reporting framework, appropriations are recognized as revenue when
received in a given period, or as deferred funding to the extent they relate to the months following the
period end, and may be greater or less than the reported expenditures for the same period. For
instance, amounts received to fund decommissioning, waste management and contaminated sites
expenditures are recorded as Parliamentary appropriations revenue in the current period while the
related expenditures are drawn down from the associated liabilities previously recorded on the
Statement of Financial Position. With respect to tangible capital assets, Parliamentary appropriations
revenue includes amounts received in the period to fund the purchase and construction of these assets

9
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while the related expenditures are capitalized; therefore, the reported operating expenses include only
the amortization of existing tangible capital assets.

Outlook
AECL’s planned activities are set out in its Corporate Plan. The 2026-27 year-to-date expenditures are

generally comparable to the planned results. Priorities and deliverables have not materially changed in
the first three months of 2026-27.

Cash Flow and Working Capital

Three Months Ended

June 30
(millions of Canadian dollars) 2026 2025
Cash provided by operating transactions S 517 S 114
Cash applied to capital transactions (82) (41)
Cash applied to investing transactions (2) (51)
Increase in cash 433 22
Balance at beginning of the year 69 90
Balance at end of the year S 502 S 112

Operating Transactions

Operating transactions generated a net cash inflow of $517 million in the first quarter of 2026-27,
compared to an inflow of $114 million during the same period of the previous year. The variance is a
result of deferred appropriations received in the first quarter of 2026-27, for second quarter activities.
Refer to Note 10 of the unaudited financial statements for a reporting on how appropriations received
were used during the period.

Capital Transactions

Capital transactions used cash in the first quarter of 2026-27 of $82 million which is higher than the
$41 million used in the same period in the previous year due to increased spending on capital projects.

Investing Transactions

The $51 million cash used in investing transactions in the first quarter of 2025-26 was an increase over
the same period in the current year primarily due to increased investment in bonds in the prior period.

10
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Highlights of the Statement of Financial Position

June 30 March 31 Variance Variance
(millions of Canadian dollars) 2026 2026 InS By %
Financial Assets S 974 § 719 S 255 35%
Non-Financial Assets 1,454 1,406 48 3%
Financial Liabilities 11,224 10,869 355 3%
Net Liabilities (8,795) (8,744) (51) 1%

AECL closed the first quarter of 2026-27 with Financial Assets of $974 million, which represents a
$255 million increase from March 31, 2026. This variance is mainly the result of the timing of receipt of
appropriations in the year.

The increase in Non-Financial Assets of $48 million is mainly a result of spending toward tangible
capital assets during the year.

The increase in Financial Liabilities of $355 million can be attributed primarily to deferred funding
received in the first quarter of 2026-27, for second quarter activities.

Use of Parliamentary Appropriations

AECL receives its funding primarily through Parliamentary appropriations. The appropriations are
drawn down based on quarterly cash flow projections and may not necessarily match the timing of
expenses reported in the Statement of Operations. AECL records Parliamentary appropriations
received in the period as revenue in the Statement of Operations or as Deferred funding in the
Statement of Financial Position to the extent they relate to the months following the period end. Refer
to Note 10 of the unaudited financial statements for a reporting on how appropriations received were
used during the period.

11
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MANAGEMENT’S RESPONSIBILITY

Management is responsible for the preparation and fair presentation of these quarterly financial
statements in accordance with the Treasury Board of Canada’s Directive on Accounting Standards:
GC 5200 Crown Corporations Quarterly Financial Reports, and for such internal controls as
Management determines are necessary to enable the preparation of quarterly financial statements
that are free from material misstatement. Management is also responsible for ensuring all other
information in this quarterly financial report is consistent, where appropriate, with the quarterly
financial statements.

Based on our knowledge, these unaudited quarterly financial statements present fairly, in all material
respects, the financial position, net financial liabilities, changes in net financial liabilities, results of
operations, changes in net liabilities and cash flows of the Corporation, as at the date of and for the
periods presented in the quarterly financial statements.

I Dnrso I

Fred Dermarkar

President and Chief Executive Officer
August 18, 2026

Chalk River, Canada

Richard Goodyear

Chief Financial and Contracts Officer
August 18, 2026

Chalk River, Canada

12
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UNAUDITED FINANCIAL STATEMENTS

Statement of Financial Position

As at
June 30 March 31
(thousands of Canadian dollars) Notes 2026 2026
Assets
Financial assets
Cash $ 502,338 S 68,988
Investments 3 401,686 391,942
Trade and other receivables 4 56,221 57,211
Appropriations receivable 10 - 184,900
Inventories held for resale 14,198 16,335
974,443 719,376
Non-financial assets
Tangible capital assets 5 1,453,064 1,405,266
Prepaid expenses 988 571
1,454,052 1,405,837
Total Assets 2,428,495 2,125,213
Liabilities
Financial liabilities
Accounts payable and accrued liabilities 6 30,186 58,474
Employee future benefits 7 9,311 9,490
Due to Canadian Nuclear Laboratories 264,826 254,979
Deferred funding 379,200 -
Decommissioning and waste management
provision 8 9,690,332 9,611,887
Contaminated sites liability 9 850,059 934,081
Total Liabilities 11,223,914 10,868,911
Net Liabilities (8,795,419) (8,743,698)
Net assets (net liabilities) components:
Accumulated deficit (8,824,439) (8,768,248)
Accumulated remeasurement gains 14,020 9,550
Issued share capital 15,000 15,000

$ (8,795,419) S (8,743,698)

The accompanying notes are an integral part of these financial statements.
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Statement of Net Financial Liabilities and Change
in Net Financial Liabilities

As at

June 30 March 31
(thousands of Canadian dollars) Notes 2026 2026
Financial assets S 974,443 S 719,376
Less: Financial liabilities 11,223,914 10,868,911
Net financial liabilities $(10,249,471) $(10,149,535)

Change in Net Financial Liabilities

Three Months Ended

2027 June 30
(thousands of Canadian dollars) Notes Budget 2026 2025
(Deficit) surplus for the period S 1,120,810 $ (56,191) S 563,693
Tangible capital assets
Acquisition of tangible capital assets 5 (352,000) (62,065) (44,991)
Amortization of tangible capital assets 5 50,432 14,267 13,044
Miscellaneous adjustments 5 - - (183)
(301,568) (47,798) (32,130)
Non-financial assets
Changes in prepaid expenses - (417) (185)
Net remeasurement gains for the period - 4,470 1,533
(Increase) decrease in net financial liabilities 819,242 (99,936) 532,911
Net financial liabilities, beginning of period (10,149,535) (10,149,535) (10,086,334)
Net financial liabilities, end of period S (9,330,293) $(10,249,471) S (9,553,423)

The accompanying notes are an integral part of these financial statements.
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Statement of Operations

Three Months Ended

2027 June 30
(thousands of Canadian dollars) Notes Budget 2026 2025
Revenues
Parliamentary appropriations 10 $ 1,702,500 $ 255,700 S 243,207
Commercial revenue 92,100 26,686 25,104
Investment income 15,000 4,107 4,669
1,809,600 286,493 272,980
Expenses
Cost of sales 69,075 19,794 21,958
Operating expenses 80,432 18,119 19,458
Contractual expenses 11 227,146 69,816 64,911
Decommissioning, waste management and
contaminated sites expenses 312,137 234,955 (397,040)
688,790 342,684 (290,713)
(Deficit) surplus for the period S 1,120,810 $ (56,191) S 563,693

The accompanying notes are an integral part of these financial statements.
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Three Months Ended

June 30
(thousands of Canadian dollars) 2026 2025
Accumulated deficit
(Deficit) surplus for the period $ (56,191) S 563,693
Accumulated deficit, beginning of period (8,768,248) (8,894,263)
Accumulated deficit, end of period (8,824,439) (8,330,570)
Accumulated remeasurement gains (losses)
Remeasurement gains arising during the period
Unrealized gains on equity instruments quoted in an
active market 6,743 2,614
Unrealized gains (losses) on investments in other securities 1,077 (796)
Reclassifications to the Statement of Operations
Realized gains on equity instruments quoted in an active market (3,282) (1)
Realized gains on investments in other securities (68) (284)
Net remeasurement gains for the period 4,470 1,533
Accumulated remeasurement gains, beginning of period 9,550 9,338
Accumulated remeasurement gains, end of period 14,020 10,871
Issued share capital
Issued share capital, beginning and end of period 15,000 15,000
Total net liabilities S (8,795,419) S (8,304,699)

The accompanying notes are an integral part of these financial statements.
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Three Months Ended
June 30
2026 2025

Operating transactions

Cash receipts from Parliamentary appropriations S 819,800 S 435507

Cash receipts from customers and other sources 29,825 23,321

Cash paid to suppliers (87,926) (108,945)

Cash paid to employees (6,756) (6,625)

Cash paid for decommissioning, waste

management and contaminated sites

activities (240,532) (233,444)

Cash paid for acquisition of investments in

the Long-term disposal of waste fund (4,688) (182)

Cash proceeds from redemption of

investments in the Long-term disposal of

waste fund 3,534 10

Investment income received 3,769 4,267
Cash provided by operating transactions 517,026 113,909
Capital transactions

Acquisition of tangible capital assets (81,757) (41,578)
Cash applied to capital transactions (81,757) (41,578)
Investing transactions

Cash paid for acquisition of Other

investments (75,872) (178,034)

Cash receipts from redemption of Other

investments 73,953 127,381
Cash applied to investing transactions (1,919) (50,653)
Increase in cash 433,350 21,678
Cash, beginning of period 68,988 89,985
Cash, end of period $ 502,338 S 111,663

The accompanying notes are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
For the three months ended June 30, 2026

(Expressed in thousands of Canadian dollars)

(Unaudited)

1. General Information

Atomic Energy of Canada Limited (AECL) is a federal Crown corporation whose mandate is to
enable nuclear science and technology, derive optimal value for Canada from AECL's CANDU
intellectual property, and protect the environment by fulfilling the Government of Canada’s
radioactive waste and decommissioning responsibilities. Since 2015, AECL has delivered this
mandate through a Government-owned, Contractor-operated model, which means that a
private sector organization, Canadian Nuclear Laboratories (CNL), is responsible for managing
and operating AECL’s sites. With this arrangement, both AECL (Owner) and CNL (Operator) are
enduring entities with the Contractor (currently Nuclear Laboratory Partners of Canada Inc.)
being either renewed or replaced through a competitive procurement process.

AECL was incorporated in 1952 under the provisions of the Canada Corporations Act (and
continued in 1977 under the provisions of the Canada Business Corporations Act), pursuant to
the authority and powers of the Minister of Energy and Natural Resources under the Nuclear
Energy Act.

AECL is a Schedule Il Part | Crown corporation under the Financial Administration Act and an
agent of His Majesty in Right of Canada. As a result, AECL's liabilities are ultimately liabilities of
His Majesty in Right of Canada. AECL receives funding from the Government of Canada and is
exempt from income taxes in Canada.

AECL’s 2026-2027 to 2030-2031 Corporate Plan received Treasury Board approval in the fourth
quarter of the 2025-26 fiscal year. The Corporate Plan is aligned with the direction provided by
AECL's sole shareholder, the Government of Canada, and reflects AECL’s plans and priorities to
be delivered under the Government-owned, Contractor-operated model.

2. Significant Accounting Policies

Basis of Accounting

These quarterly financial statements have been prepared in accordance with Canadian Public
Sector Accounting Standards (PSAS) established by the Public Sector Accounting Board (PSAB)
and should be read in conjunction with the annual audited financial statements dated March
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31, 2026. The accounting policies used in these statements are consistent with those disclosed
in the most recent annual audited financial statements dated March 31, 2026.

Both financial and non-financial assets are reported on the Statement of Financial Position. A
financial asset is an asset that could be used to discharge existing financial liabilities or be spent
on future operations and is not for consumption in the normal course of operations. Non-
financial assets are assets that do not meet the definition of a financial asset, and are normally
employed to provide future services and are charged to expense through amortization or upon
utilization. Non-financial assets are not taken into consideration when determining the net
financial liabilities (or net financial assets) but rather are added to the net financial liabilities (or
net financial assets) to determine the accumulated surplus (deficit).

Measurement Uncertainty

The preparation of the quarterly financial statements in accordance with PSAS requires
management to make estimates and assumptions that affect the reported amounts of financial
assets, financial liabilities and non-financial assets at the date of the financial statements, and
the reported amounts of revenue and expenses during the reporting period. Items requiring the
use of significant estimates and assumptions include those related to the useful life and write-
down of tangible capital assets, employee future benefits, contingent liabilities and provisions
including the decommissioning and waste management provision and contaminated sites
liability. Estimates and assumptions are based on the best information available at the time of
preparation of the quarterly financial statements and are reviewed periodically to reflect new
information as it becomes available. Where actual results differ from these estimates and
assumptions, the impact will be recorded in future periods when the difference becomes
known.

Budget Figures

The original 2026-27 budget is reflected in the Statement of Operations and the Statement of
Net Financial Liabilities and Change in Net Financial Liabilities. Budget data presented in these
financial statements is based upon the 2026-27 projections and estimates contained within the
2026-27 to 2030-31 Corporate Plan.
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3. Investments

June 30, 2026

Long-term

Disposal of  Investments Other
(thousands of Canadian dollars) Waste Fund  Heldin Trust  Investments Total
Short-term investments S - S - S 81,419 S 81,419
Canadian government bonds* - - 133,718 133,718
Corporate bonds 20,445 45,447 51,181 117,073
Canadian equities** 3,834 33,047 - 36,881
Global equities** 18,243 14,352 - 32,595

S 42,522 S 92,846 $ 266,318 $ 401,686

March 31, 2026

Long-term

Disposal of  Investments Other
(thousands of Canadian dollars) Waste Fund  Heldin Trust  Investments Total
Short-term investments S - S - S 105,296 S 105,296
Canadian government bonds* - - 112,606 112,606
Corporate bonds 15,607 33,083 46,022 94,712
Canadian equities** 6,864 16,845 - 23,709
Global equities** 17,533 38,086 - 55,619

S 40,004 S 88,014 S 263,924 S 391,942

* Canadian government bonds include federal, provincial and municipal bonds
** All Canadian and global equities are quoted in an active market

4. Trade and Other Receivables

June 30 March 31
(thousands of Canadian dollars) 2026 2026
Trade receivables S 24,002 S 23,973
Unbilled revenue 13,215 16,384
Consumption taxes receivable 19,004 16,854
S 56,221 §$ 57,211
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5. Tangible Capital Assets

(thousands of Canadian dollars)

Machinery
Construction Land and Land and
in Progress Improvements  Buildings Equipment Total
Cost at March 31, 2026 $ 675804 $ 186011 $ 716,356 S 586,900 $2,165,071
Additions and transfers 62,065 1,809 4,080 17,007 84,961
Disposals and transfers (22,896) - - (54) (22,950)
Cost at June 30, 2026 714,973 187,820 720,436 603,853 2,227,082
Accumulated amortization at March 31, 2026 - 79,346 315,455 365,004 759,805
Increase in amortization - 2,020 4,725 7,522 14,267
Disposals and transfers - - - (54) (54)
Accumulated amortization at June 30, 2026 - 81,366 320,180 372,472 774,018
Net carrying amount at March 31, 2026 675,804 106,665 400,901 221,896 1,405,266
Net carrying amount at June 30, 2026 $ 714,973 $ 106,454 S 400,256 $ 231,381 $1,453,064
6. Accounts Payable and Accrued Liabilities
June 30 March 31
(thousands of Canadian dollars) 2026 2026
Trade payables S 1,376 S 238
Other payables and accrued expenses 13,045 41,828
Accrued payroll liabilities 7,124 9,909
Amounts due to related parties 2,801 2,808
Provisions 165 165
Customer advances and obligations 5,675 3,526
S 30,186 S 58,474

Provisions are short-term in nature and are not discounted and include estimated costs related
to lawsuits and legal claims and disputes with suppliers.

7. Employee Future Benefits

a) Pension Plan

Employees of AECL participate in the Public Service Pension Plan (PSPP). The PSPP is a
contributory defined benefit plan established through legislation and sponsored by the
Government of Canada. Contributions are required by both the employees and the employer to
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cover current service cost. The President of the Treasury Board of Canada sets the required
employer contributions based on a multiple of the employees’ required contribution.

Total contributions made on account of current service are as follows:

Three Months Ended

June 30

(thousands of Canadian dollars) 2026 2025
Payments by employees S 462 S 436
Payments by employer 1,068 1,098

The Government of Canada holds a statutory obligation for the payment of benefits relating to
the PSPP. Pension benefits generally accrue up to a maximum period of 35 years at an annual
rate of two per cent of pensionable service, multiplied by the average of the best five
consecutive years of earnings. The benefits are coordinated with Canada/Québec Pension Plan
benefits and are indexed to inflation.

b) Other Employee Future Benefits

AECL provides certain voluntary termination compensation and other post-employment
benefits. The defined benefit obligation is not funded, as funding is provided when benefits are
paid. Accordingly, there are no plan assets and the defined plan deficit is equal to the defined
benefit obligation.

The voluntary termination compensation included in the reported Employee future benefits
liability is $3.9 million (March 31, 2026: $3.9 million) and is payable in instances of future
voluntary resignations and retirements.

8. Decommissioning and Waste Management Provision

AECL has an obligation to decommission its nuclear facilities and other assets to address its
liabilities, reduce risk, and protect the environment. A portion of the liabilities relates to
obligations stemming from activities undertaken prior to the creation of AECL in 1952.
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Three Months Ended Year Ended

June 30 March 31
(thousands of Canadian dollars) 2026 2026
Carrying amount - Beginning of year $ 9,611,887 S 9,471,288
Liabilities settled (147,969) (613,417)
Unwinding of discount 94,813 330,535
Effect of change in discount rate 131,243 (877,130)
Revision in estimate and timing of expenditures - 1,303,439
Estimates affecting Property, plant and equipment and future disposal
costs for waste from ongoing operations 358 (2,828)
Carrying amount - End of year $ 9,690,332 S 9,611,887

The undiscounted future expenditures, adjusted for inflation, for the planned activities
comprising the liability are $19,097.5 million (March 31, 2026: $19,245.5 million).

The provision was discounted using a rate of 3.84% as at June 30, 2026. The opening balance as
at March 31, 2026 was discounted using a rate of 3.95%.
9. Contaminated Sites Liability

AECL has the responsibility for the implementation of the Government of Canada’s
commitments with respect to the Port Hope Area Initiative and Low-level Radioactive Waste
Management Office.

Three Months Ended Year Ended

June 30 March 31
(thousands of Canadian dollars) 2026 2026
Carrying amount - Beginning of year $ 934,081 S 1,000,856
Liabilities settled (92,922) (356,390)
Unwinding of discount 7,011 24,160
Effect of change in discount rate 1,889 (11,101)
Revision in estimate and timing of expenditures - 276,556
Carrying amount - End of year S 850,059 S 934,081

The nature of the Port Hope Area Initiative liability is the cleanup and safe long-term
management of historic low-level radioactive waste in the Ontario municipalities of Port Hope
and Clarington. This waste consists mainly of past process residues containing uranium and
radium, and associated contaminated soils, the result of activities of a former federal Crown
corporation and its private-sector predecessors. The implementation phase is forecasted to be
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complete in 2030-31, with long-term monitoring and maintenance expected to continue for 100
years after implementation.

AECL also has responsibility for the Low-level Radioactive Waste Management Office which
includes all activities to address and manage historic low-level waste at sites in Canada for
which the Government has assumed responsibility (excluding the Port Hope Area Initiative).
Historic low-level radioactive waste is material contaminated with low levels of radioactivity
resulting from the processing and shipment of uranium and radium.

The liability is discounted using net present value techniques at a rate of 2.94% at June 30,
2026. The opening balance as at March 31, 2026 was discounted using a rate of 3.00%. The

estimated total undiscounted expenditures are $942.6 million (March 31, 2026: $1,035.5
million).

10. Parliamentary Appropriations

Three Months Ended

June 30
(thousands of Canadian dollars) 2026 2025
Parliamentary appropriations for operating, capital and statutory
expenditures
Amount received during the period for operating, capital and statutory
expenditures S 819,800 S 435,507
Amount receivable from a previous period (184,900) (192,300)
Amount received related to the next period (379,200) -
Total Parliamentary appropriations recognized S 255,700 S 243,207

The difference between Parliamentary appropriations received and recognized relates to
amounts received but related to either a previous or subsequent quarter. The appropriations
approved for operating and capital expenditures for the year ending March 31, 2027 total
$1,704.5 million.

11. Contractual Arrangement

Since 2015, AECL has been delivering its mandate through a Government-owned, Contractor-
operated model whereby the assets, sites and facilities continue to be owned by AECL, but are
being managed and operated by a private-sector company. As such, AECL makes payments to
CNL and its parent company, as per the terms of the contractual arrangement.
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The following contractual expenses were incurred:

Three Months Ended

June 30
(thousands of Canadian dollars) 2026 2025
Contractual amounts paid or payable S 386,805 S 361,636
Less: Costs charged to Decommissioning and waste management
provision and Contaminated sites liability (240,069) (233,046)
Less: Costs charged to Construction in progress (62,065) (44,991)
Less: Costs classified as Cost of sales (14,855) (18,688)
Contractual expenses S 69,816 S 64,911

Contractual amounts paid or payable include fees paid to Nuclear Laboratory Partners of
Canada (NLPC) and Canadian National Energy Alliance (CNEA), in accordance with the long-term
contractual arrangement between AECL, NLPC (CNEA prior to December 11, 2025) and CNL.

26
Atomic Energy of Canada Limited | 2026-27 First Quarter Financial Report | Unaudited



UNRESTRICTED/ILLIMITEE - TLP-Clear/Clair

. AECL
" EACL

Atomic Energy of
Canada Limited

Chalk River Laboratories
286 Plant Road, Stn 7036
Chalk River, Ontario
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Inquiries
Public requests for information
Email: communications@aecl.ca

Visit Our Website
www.aecl.ca
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