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To: 

ci: 

Secretary of State 

PS/Sir Brian Bender 

Mr Wicks 

Willy Rickett 

 

Paul McIntyre 

From: 

Daron Walker 

REDACTED  

REDACTED 

Energy Review Team 

SPADs 

 

 

Tel: 020 7215 5552 
 
Date: 6 July 2006 
 

Energy Review Nuclear Issues 

 

Issue 

1. 

You requested advice on a number of issues relating to nuclear in the 

Energy Review.  This note focuses on subsidies and waste, and we will 
provide a comprehensive Q&A on nuclear for tomorrow’s box. 

 

Recommendation 

2. That 

you 

note the attached briefing. 

 

Background 

3. 

You requested urgent briefing on potential questions which could be 

raised on subsidies for new nuclear build.  These are set out at Annex A (and 
will also be incorporated in the comprehensive Q&A on nuclear which we will 
provide tomorrow).   

 

4. 

In addition, at Annex B, we have highlighted passages in the text of the 

nuclear part of the public document which stress that any new nuclear build 
would be funded by the private sector. 

 

5. 

You also requested further detail on the costs of waste associated with 

any new build.  At Annex C, we have set out the text for the public document 
agreed with HMT on decommissioning and waste costs.   

 

6. 

While the private sector would be responsible for meeting 

decommissioning and waste costs resulting from new build, as REDACTED 
NAME submission (attached for information at Annex D) describes, waste 
costs require slightly different treatment from those associated with 
decommissioning. 
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[bookmark: 2]7. 

The language agreed with HMT reflects the principle that new build 

operators should make payments to reflect the full and equitable cost 
attributable to new build.   However, delivering and paying for a long term 
waste management solution for legacy waste is a responsibility that falls to the 
public sector.  While any long term waste management solution developed by 
Government will factor in waste from new build, operators of any new nuclear 
plant would have no scope to influence the scale of the costs this solution.  
They would also have no scope to reduce the risk of any cost overruns 
caused by delays in the construction of any repository. 

 

 

REDACTED NAMES 
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[bookmark: 3]Annex A – Q&A on nuclear subsidies 

 

Q1. 

What are the hidden costs in our nuclear proposals? 

 
A:  It will be for the private sector to initiate, fund, construct and operate any  

new nuclear power station. 

 
Q1a  Who would will pay for the additional security at new build sites?  
 

A:   As now, it will be for nuclear plant operators to cover the costs of all 
security activities at nuclear sites. 

 

If raised  

The Office for Civil Nuclear Security (OCNS) conducts regulatory activity for 
the civil nuclear industry. 94% of all OCNS costs are recovered from industry. 
The remaining 6% covers advice across government departments and 
international work that cannot be charged to industry. In 2005-06 the cost of 
this advice and policy work was £100k. 

 
 
Q1b  Who will pay for decommissioning and waste costs? 
 
 
A: 

Government will need to be satisfied that potential developers have put 

in place appropriate and robust funding structures and safeguards to deal with 
their full costs of decommissioning and their appropriate share of the costs of 
final waste disposal. 

 

If pressed: Government is ultimately responsible for ensuring that 
decommissioning and waste management are carried out safely. This is why 
Government has is setting out a process to design a mechanism that ensures 
developers meet these costs even in challenging downside scenarios. 

 

The cost of dealing with the historic legacy has no bearing at all on the costs 
of decommissioning any future nuclear reactors in the UK. The historic 
nuclear legacy will need to be dealt with irrespective of whatever decision is 
taken on new nuclear power for the future. Not to meet these responsibilities 
would be against the national interest in terms of safety, security and the 
environment. 

 

Q1c  Won’t the tax payer have to pay for insurance for the elements that 
the market can’t provide? 
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As now, it will be for nuclear operators to meet the cost of insurance, 

which is compulsory.   

 

If pressed: 

In addition to the operator’s responsibility, (in accordance with the Paris 
Convention applicable to other governments) Government has a legal 
obligation to provide additional compensation (up to a current limit of about 
£240m), and for claims to be made up to 30 years after an incident. 

 

 

Q2:  What about hidden subsidies?   

  Guarantees on decomm costs and waste disposal  
  Guarantees on market price 
  Construction subsidies in the form of export guarantees and below market 

interest rates 

  Government guarantees to cover project risk 
  Guaranteed market shares through super long term contracts 
 Risk 

liability 

transfers 

  Skewed carbon prices for nuclear 

 

A: 

With the exception of carbon pricing (which would benefit all low carbon 

generation), Government is not proposing any of these.  

 

It will be for the private sector to initiate, fund, construct and operate any new 
nuclear power station. 
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[bookmark: 5]Q3:  Would the government be prepared to guarantee the price of 
carbon for new nuclear power stations? 

 

A: 

We will continue to work with the European Commission and the other 

EU Member States to strengthen the EU ETS so that it creates clear 
incentives for early investment in low carbon technologies.   

 

We will also keep open the option of further measures to reinforce the 
operation of the EU ETS in the UK should this be necessary to provide greater 
certainty to investors. 
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[bookmark: 6]Q4  What subsidies have been given to the nuclear industry? 

 

A: 

With the exception of British Energy, there have been no public 

subsidies to the nuclear generating sector since privatisation in 1997. 

 

Background  

A loan facility was provided to British Energy in 2002 to support it through its 
restructuring. This loan was re-paid in full with interest in December 2003 and 
no further drawings can be made. As a result of the restructuring completed in 
January 2005, the Government have taken direct financial responsibility for 
BE's historic spent fuel liabilities. The following payments have been made 
since restructuring to meet those historic spent fuel liabilities: 

2004-05—£185 million; 
2005-06—£189 million. 

 
The Government are also underwriting British Energy's decommissioning fund 
to the extent that its liabilities outweigh its assets. In return, the company is 
making enhanced payments into the fund. On current valuations, the assets of 
the fund exceed the liabilities. 
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[bookmark: 7]Q5: The US Government was forced to offer nuclear subsidies of 13.7 

billion. The new nuclear power plant being built in Finland needed 
hidden subsidies.  What about the UK? 

 
A: 

We have looked at the experiences of other countries as part of our 

evidence gathering. Any new nuclear build in the UK would be initiated, 
funded, constructed and operated by the private sector. 

 

 

Q6:  Will you make sites available at below the market rate? 

 

A: It will be up to the potential participants of new build to discuss with the 
owners appropriate access to suitable sites.   

 

If pressed: Government will monitor whether an appropriate market in suitable 
sites is developing. 
 
 

 

Q7:   Would we need to do more R&D to work out how to deal with waste 
from new build? 

 

A: In scoping a repository for the legacy waste we will need to do more R&D 
for all waste. Therefore additional work on R&D will not be as a result of waste 
from any new build. 
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[bookmark: 8]Q8: The cost of managing the historic civil public nuclear liability is 

£62.7 billion and expected to rise - why are we looking to add to 
this waste?   

 

A: Unlike the facilities of earlier generations, the costs of decommissioning of 
any potential modern nuclear reactors would be built in from day one and 
these costs would be covered by the developer and not by Government.  

 

The cost of dealing with the historic legacy has no bearing at all on the costs 
of decommissioning any future nuclear reactors in the UK. The historic 
nuclear legacy will need to be dealt with irrespective of whatever decision is 
taken on new nuclear power for the future. Not to meet these responsibilities 
would be against the national interest in terms of safety, security and the 
environment. 

 

The £62.7 bn figure represents the total estimated costs of delivering the 
Nuclear Decommissioning Authority’s first strategy. It represents the cost of 
running commercial operations (e.g. fuel fabrication, electricity generation and 
fuel reprocessing) as well as the decommissioning and clean up an extensive 
range of former nuclear sites.  

 

Background 
 
The UK Radioactive Waste Inventory was published on 19 January. It 
describes the current stocks of waste held in the UK as at 1 April 2004. The 
forecasts have been inevitably been revised as the work carried out by the 
Nuclear Decommissioning Authority progresses and we build a better 
understanding of our current waste stocks. 
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[bookmark: 9]Q9:  What about a Special Administration Regime in case a nuclear 
operator goes bust? 

 

A:  We have been liasing with the Insolvency Service with regards to a Special 
Administration Regime for the nuclear sector and are still in the discussion 
stages. 

 

Background 

Currently if a nuclear generator goes bust, an administrator would not have a 
health and safety duty of care. NAO have recommended that a Special 
Administration Regime is put in place  

 

 

Q10: How much subsidy has gone to support nuclear R&D?   

 

A: 

Expenditure on nuclear fission research by the Engineering and Physical 

Sciences Research Council (EPSRC) totalled £0.95 million in 2005 - 06. 

 

Expenditure on nuclear fusion research totalled £17 million in 2005 - 06. 

 

 
 
Q11:  Does the Met Office provide subsidies? 
 

A: 

Expenditure in support of emergency support arrangements provided by 

the Met Office in the event of a nuclear release into the atmosphere and cost 
of the underpinning meteorological modeling capacity totaled £2.3million in 
2005 – 06. 
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[bookmark: 10]Annex B – passages from Energy Review public document highlighting 
principle that new nuclear build would be funded by the private sector 

 

5.81  Any new nuclear power stations would be proposed, developed, 

constructed and operated by the private sector, who would also meet 
decommissioning and their full share of long-term waste management 
costs.   

5.99  The private sector would pay its full share of the costs of long term 

waste management arising from any new nuclear build. 

5.110  Any new nuclear stations would be proposed, constructed and 

operated by the private sector.   

5.115  Within the UK’s market-based framework, it is for companies to make 

investments in new power stations, including investments in any new 
nuclear stations.   

5.121  Satisfactory arrangements will need to be established for dealing with 

the costs of decommissioning and waste from nuclear new build. 
Government will need to be satisfied an appropriate structure is in 
place to ensure that participants in nuclear new build deal with these 
costs. 

5.125  Principles: The Risk Management Framework - Decommissioning 

  Full responsibility for decommissioning costs to be retained by the 

private sector operator(s) 

5.126  Principles: The Risk Management Framework - Waste 

  Delivering and paying for a long term waste management solution for 

legacy waste is a responsibility that falls to the public sector. Any long-
term waste management solution developed by Government will factor 
in waste from new build. 
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[bookmark: 11]5.82  Annex C – Exert from public-facing document on decommissioning 

and waste costs (agreed with HMT) 

Waste and Decommissioning 

5.121  Satisfactory arrangements will need to be established for dealing with 
the costs of decommissioning and waste from nuclear new build. Government 
will need to be satisfied an appropriate structure is in place to ensure that 
participants in nuclear new build deal with these costs. It is important that 
arrangements are sufficiently robust, particularly given that in order to comply 
with its international obligations for nuclear safety Government must bear the 
ultimate responsibility for the management (or disposal) of radioactive waste 
and spent fuel in the event that no other party is able to discharge those 
obligations. 

 

5.122  Government will engage with industry and other experts to 
develop arrangements for managing these costs based on the principles 
set out below. The first step will be for Government (with the support of the 
NDA) and industry to have a common understanding of the likely costs of 
decommissioning and waste management. Industry participants will need to 
meet the financial requirements established by the Government’s 
decommissioning and waste frameworks even in challenging downside 
scenarios.  

 

1.  5.123 

In the case of waste disposal costs it is recognised there will 

need to be a mechanism that shares the burden between the existing legacy 
wastes and the cost arising from nuclear new build.  

 

5.124  Government intends to appoint an individual with senior 
management or financial experience of major capital investment 
projects to lead the development of arrangements for the costs 
associated with new build decommissioning and waste management. 
This individual, who will be supported by officials from the DTI, will lead 
discussions with industry on these topics and make proposals, based 
on the principles set out below. Further details on the work programme 
and timetable will be published by the time of the White Paper.  

 

5.125  Principles: The Risk Management Framework - Decommissioning 

  There should be an upfront assessment of decommissioning costs 

  Full responsibility for decommissioning costs to be retained by the 

private sector operator(s) 
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[bookmark: 12]  Appropriate protection given to the public sector regarding credit risk and 

reduced reactor life.  

  The framework should be robust and transparent through time.  
  These principles will form the basis of arrangements which will apply 

consistently to all new build operators and reactor types. 

 

5.126  Principles: The Risk Management Framework - Waste 

  Delivering and paying for a long term waste management solution for 

legacy waste is a responsibility that falls to the public sector. Any long-
term waste management solution developed by Government will factor 
in waste from new build.  

  There will be an assessment of how new build affects the cost of 

delivering the national waste management solution. 

  The private sector will pay a charge covering the full and equitable costs 

of managing the waste generated over the expected life of each new 
power station.  

  The level of this charge will be informed by work on the Government’s 

long term waste management solution.  

  The commercial structure of waste disposal agreements will incentivise 

participants to operate power stations in a way that seeks the optimal 
balance between performance and waste minimisation. 

  Appropriate protection will be given to the public sector regarding 

changes in reactor life and other factors 

  Provision of interim storage over the life of the plant will be the 

responsibility of the operator  

  The framework should be robust and transparent through time 
  These principles will form the basis of arrangements which will apply 

consistently to all new nuclear build operators and reactor types. 
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[bookmark: 13]Annex D – REDACTED NAME submission on decommissioning and 
waste costs 

(electronic version – attached as separate document) 
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