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Introduction

1. EEF is the representative voice of manufacturing, engineering and technology-based businesses with a membership of 6,000 companies employing around 800,000 people. Comprising 11 regional EEF Associations, the Engineering Construction Industries Association (ECIA) and UK Steel, EEF is one of the leading providers of business services in employment relations and employment law, health, safety and environment, manufacturing performance, education, training and skills.
2. This memorandum is a submission in response to government’s consultation entitled: “The Role of Nuclear Power in a Low Carbon UK Economy”.

3. EEF welcomes the opportunity to respond to a wide-ranging and very thorough consultation on the future of nuclear power in the UK. Government should be commended for its considerable effort to engage all stakeholders.

4. On the basis of the comprehensive body of evidence assembled during last year’s review of energy policy and as part of this consultation exercise, EEF strongly supports the government’s preliminary view that that the private sector should have the option of investing in new nuclear power stations. We believe that nuclear power delivers significant climate change and security of supply advantages as part of a diverse generation portfolio.  
Climate Change
5. Addressing climate change is a pressing issue and will require a radical transformation of the economy. UK policymakers are currently setting highly ambitious carbon dioxide emission reduction targets. The UK government’s draft Climate Change Bill proposes a minimum target of 60% by 2050, with an interim target of 26-32% by 2020.
6. To achieve these challenging targets, as broad a range as possible of low carbon generation technologies, including nuclear power, will be required. Aside from large scale hydro, of which the UK has already exploited its main resources, it is the most proven form of low carbon electricity generation and the only one which has been deployed at scale for a number of decades. 
7. Most independent studies have concluded that the lifecycle carbon footprint of nuclear power (i.e. from the mining of uranium through to station decommission) compares favourably to that of all other generation technologies. According to research carried out by the Parliamentary Office of Science and Technology (POST) in 2006, there is a broad consensus that nuclear power generation has amongst the lowest carbon footprints of all technologies and, at approximately 5g CO2eq/kWh, is comparable to that of wind power.
8. EEF believes that a failure to support new nuclear build would increase the risk that climate change policy will be more costly than it would otherwise have been and that emission reduction targets will not be achieved. 
Security of Supply
9. Central to ‘security of supply’ is a diverse electricity generation portfolio. Retaining nuclear power as part of the electricity generation mix broadens the range of technologies, fuels and fuel suppliers on which the UK is dependent. In addition, uranium reserves are located in different, and arguably more politically stable, parts of the world (e.g. Canada and Australia) than fossil fuel reserves. 

10. The nature of the energy source itself also confers nuclear power with significant security of supply advantages over competing technologies. First, nuclear energy is a predictable base-load form of generation with a significantly higher load factor than most renewable technologies (including wind power). Second, owing to the fact that it is a highly concentrated form of primary energy, uranium is easier and less costly to store than the leading form of fossil generation in the UK, natural gas. 
11. Another key element of security of supply is competitive and stable energy prices.  A range of independent studies (e.g. Royal Academy of Engineering and OECD) have concluded that the lifecycle costs of nuclear power are competitive with other generation technologies. In addition, nuclear power has significant advantages over fossil fuel based generation in terms of electricity price volatility. First, fuels costs, which can be very volatile, represent a smaller fraction of total operating costs for nuclear plant. Second, given its significantly lower emissions, nuclear power ought to be less exposed to any volatility in the carbon price. As a result, generation costs are more stable, more predictable and less prone to volatility. 
12. A potentially significant advantage of this relative cost stability is that it better facilitates long-term supply contracts for large consumers compared to more volatile fossil fuel generation. The business models currently being used to finance new nuclear build in France and Finland are evidence of this. Secure and predictably priced electricity supply is crucial to the long-term competitiveness of energy-intensive businesses in the UK. 
Economics of Nuclear Power
13. A discussed previously, a range of independent studies have concluded that nuclear power is cost competitive with other forms of electricity generation. In EEF’s opinion, it is likely that this competitiveness will only be enhanced by the expected long-term trend in both natural gas and carbon prices, i.e. an upward trajectory.
14. Modelling undertaken by EEF in 2006 suggests that nuclear compares favourably to wind under all probable scenarios. In addition, it would be competitive with CCGTs, currently the cheapest form of generation, in a scenario with gas prices around 40p/therm and carbon prices (the combined price of allowances under the EU Emissions Trading Scheme and/or any carbon-based element of UK energy taxation) of around £20/t CO2 – a highly plausible scenario post 2012.   
15. However, EEF agrees with the government’s view that a crucial condition of any future new nuclear build must be that the private sector assumes the full costs of building, operating and decommissioning of stations; as well as a full share of long-term waste management and disposal costs. 
16. The costs associated with any international legal requirement for governments to limit the liability of nuclear operators by acting as insurer of last resort could be factored into the ring-fenced funds that government is proposing nuclear operators set aside for decommissioning and waste management costs. Therefore, the issue of indirect or hidden subsidy need not arise.
17. The perceived degree of political risk will significantly influence the cost of financing any new nuclear plant. Given the construction times, longevity and potential liabilities of nuclear plant; the cost of capital for would-be nuclear developers could be markedly affected by political decisions. To limit perceptions of political risk, it is crucial that there is clarity over and an enduring commitment to the policy framework for new nuclear build. In particular, there must be clarity over the extent of the long-term liabilities of nuclear operators at the outset and cross-party commitment not to retrospectively alter the policy framework in the future – e.g. forcing plant to close prematurely or significantly changing their liabilities.
Safety and Security of Nuclear Power
18. The safety record of the nuclear power industry compares favourably with those of other forms of electricity generation. In addition, the environmental footprint of nuclear plant is continually improving: each new generation of plant tends to be less land intensive and produce less waste per unit output than the preceding generation.
19. Whilst waste management is very a serious issue, the implications of a new build programme must be placed in context. For example, a new build programme replacing current capacity for 40 years would only add about 10% to the volume of existing of nuclear waste in the UK.
20. However, a credible, long-term and publicly accepted solution to waste storage should be a pre-condition for any new nuclear build programme. EEF supports the Committee on Radioactive Waste Management’s July 2006 recommendation that geological disposal is the best option for managing radioactive waste in the UK. Deep repositories are already being implemented in Sweden and Finland and one is planned in the USA. A firm decision on waste storage strategy in the UK is now a matter of urgency. 
Supply Chain and Skills Implications
21. Largely as a legacy of the previous public sector funded nuclear build programme, the UK still retains a considerable skill base and engineering capability relevant to nuclear power.  A recent report by the Nuclear Industry Association, entitled “The UK capability to deliver a new nuclear build programme”, estimated that 70%-80% of a new plant could be supplied by UK industry.
22. However, there is no room for complacency as the profile of this skill base is largely one of an ageing population rapidly approaching retirement. Therefore, a timely decision on the future of nuclear power is vital and should government decide in favour of nuclear, the review of energy sector skills announced in the 2007 White Paper should cover nuclear power.
Proposed Facilitative Action
23. EEF fully supports the government’s view that the construction and operation of new nuclear power plants should be undertaken by the private sector without government subsidy. 
24. EEF supports proposals to reform the planning regime to reduce the risk of needless delay in providing low carbon generating capacity of whatever variety, or in extending and reinforcing the National Grid to accommodate it. Therefore, if the government concludes that nuclear power has a beneficial role to play in the UK’s generation mix, then a ‘Statement of Need’ should be issued to inform the planning process as has already been done for renewables and gas storage infrastructure.

25. Whilst nuclear power should not be afforded preferential treatment, arguably, there is a case for affording it the same treatment as other low-carbon technologies in terms of supplier obligations (i.e. RO) and taxation (i.e. CCL exemption). Currently, the CCL results in electricity generated from nuclear plant being taxed at the same rate as that generated from coal plant. Whilst exemption from the CCL would have a modest benefit on the economics of nuclear plant, it would send a powerful signal about the direction of energy policy and government’s commitment to addressing climate change.  
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