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HINKLEY POINT C

In my letter of 5.June, I said that I was aiming to reach a
decision on the TEGR's application to construct Hinkley Point ©
by early/mid September. Thanks to the clarity of the

submitted by Michael Barnes QC following the public inguiry into
the CEGB's application and to the help we have received from your
officials and from other Departments we have been able to achieve
this timetable in spite of the number of issues raised by the
Inspector.

The Inspector recommended that I should give consent to Hinkley
Point C and I propose to do so in terms of the attached decision
letter, which Your officials have seen in draft. If you are
content I propose to publish the letter and the Inspector's
report on or around & September. I know that You have a related
decision on footpaths to make and that Cecil Parkinson is
considering another related application on by-passes, T hope
Chat it will be possible for us to synchronise thesge decisions.
It will of course be important not to exaggerate the significance

the present consent: we nave made very clear that Huclear
Electric will not receive financial approval ko proceed with a
further PWR station at least until after ocur review of nuclear
policy which ig currently scheduled for 1994,

The Inspector expresses some criticism in respect of nuclear
regulation; in particular he echoes the criticism made by the
Inspector at the Sizewell B ingquiry that there are too many
bodies with responsibilities for regulating nuclear power. Any
changes could well reguire primary legislation, which it would
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probably not be realistic to contemplate in the present
FParliament. " But I do feel that we shall need to give further
thought to this in pursuit of our longer term aim of restoring
public confidence in nuclear power. As a first step I have asked
my officials to circulate the relevant extracts from the two
Inspectors' reports.

The Inspector also makes a large number of recommendations in
raspect of emergency arrangements, which go well beyond Hinkley
Point. Among them are recommendabtions which would require
important changes in the handling of the most serious categories
of nuclear accident. ©Qur present approach to nuclear emergency
planning is to reguire operators to draw up detailed plans to
protect the public within a specified zone governed by a
Eeference Accident for the site, that is the accident within the
design basis of the particular plant which gives rise to the
greatest release of radicactivity. The response to more serious
accidents would be based on the detailed arrangements for the
reference accident but would also draw on the planning
arrangements which exist for civil emergencies in general - a
concept known as extendibility. The Inspector supports the
concept of extendibility, but recommends that a hypothetical
'beyond design basis' accident should be specified by the Huclear
Installations Inspectorate and that the various bodies
responsible for emergency planning around the site should combine
to formulate and publisgh their outline response to the specified
accident. I think this recommendation is sensible, and I
understand that the principle behind it has the support of the
HII, the police authorities and the County Emergency Planning
Officers. Although the recommendation is specifically directed
at Hinkley Point C it of course has wider implications for other
nuclear sites and is likely to impinge upon the work of several
Departments. The main effect is that the HSE would provide
guidance and advice to County authorities, so that, in
consultation with other bodies concerned with emergency planning,
in particular the police, they would be able to indicate how
their existing general emergency arrangements would respond to
the specified scenario. The onus will be on the local bodies to
decide in the light of local circumstances how extendibility
around their sites should be handled. I regard it as important
for presentational reasons that thera should be greater room for
local decisions on these matters, based of course on the detailed
advice of the Health and Safety Executive. I understand that the
HII have already circulated to Departments a draft paper on the
suggested new arrangements. The final paper will be circulated
to all those involved in emergency planning.

Finally, the Inspector devotes a chapter of his report to inguiry
procedure. He suggests that there is considerable scope for
improving the efficiency of ingquiries generally, both at the
pre-inguiry stage and in the handling of evidence and cross-
examination at the inguiry itself: in particular he suggests the
removal of the concept of a 'qualifying objector'. I believe
there is much good sense in his proposals, and I share his view
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that they should benefit objectors as well as those proposing
development. I am, as he requests, passing them on to the
Council on Tribunals. It is frankly disturbing that the Hinkley
Point C ingquiry should have lasted over 180 days, even though the
technical proposals, and hence most of the safety aspects, were a
precise replica of the Bizewell B station and should not
therefore have been in serious dispute.

I would be grateful for your agreement by 3 September. I am
copying this to the Prime Minister, John Major, David Waddington,
Kenneth Clarke, Malcolm Rifkind, Cecil Parkinson, John Gummer,
Michael Howard, David Hunt, Peter Lilley, Sir Patrick Mayhew and
Zir Bobin Butler.

S~ —r——
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The Chairman
Nuclear Electric plc
123 Pall Mall

London

SW1Y SEA
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QF 2 UST 1990

ICITY 1989, 5 6
TOWN AND COUNTRY PLANNING ACT 1990, SECTION 90

APPLICATION FOR CONSENT TO THE CONSTRUCTION OF THE POWER
STATION HINELEY POINT C

1. INTRODUCTION
¢ |

. Un 27 August 1387 the Central Electricity Generating
Board (CEGB) applied for the consent of the Secratary of
State for Energy under section 2 of the Electric Lighting
ACt 1509 to the extension of the Hinkley Point nuclear power
stations in Somerset by the construction of an additicnal
generating station to be known as Hinkley Point C, and for a
direction under section 40 (1) of the Town and Country
Flanning Act 1971 (the 1971 Act) that planning permission
for the development be deemed to be granted. O©On 25
September 1987 tha CEGB applied for the consent of the
Secretary of State under section 10(b) of the Schedule to
the Electric Lighting (Clauses) Act 1899 to realign the
final spans of two overhead transmission lines asscciated
with the stations and for a direction under section 40 (1)
of the 1971 Act that planning permission for that
development be deemed to be granted. On B June 1988 the
CEGB applied to the Secretary of State under section 9 of
the Electricity Act 1947 for the confirmatien of a
compulsory purchase order in respect of land required in
connaction with the development. ©On 17 June 1988 the CEGE
applied to the Secretary of State for the Environment for
the making of an order to stop up certain footpaths in the
Hinkley Point area under section 209 of the 1971 Act.

2. Following objections from the local planning
authorities, the Somerset County Council and the West
Somerset District Council, to the applications of 27 August
1987 and 25 September 1987, my predecessor caused a public
inguiry to be held under section 34 of the Electricity Act
1957 into those applications. ©On 21 March 1988 he appointed
Mr Michael Barnes QC (the Inspector) to preside over the
inguiry. On 22 August 1988 my predecessor appointed the
Inspactor under section 13(2) of the Acquisition of Land Act
L1581 to hold a public local inquiry in connection with the
CEGB’'s application of 8 June 1988: and on 26 September 1988
the Inspector was further appointed by the Secretary of
State for the Environment under section 215(23) of the 1971
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act to hold a public inguiry in connection with the CEGE's
application of 17 June 1%BE. The three public inguiries
were held Jjointly and were opened on 4 October 19838 and
closed on 1 Decembear 198%9. Tha Inguirias into the CEGB's
applications of 27 August 1987 and 25 Saptember 1987 were
governed by the Electricity Generating Stations and Overhead
Lines (Inguiries Procedure) Rules 1987 (the Inguiries
Procaedure Rules). Thesa Rules ware ravoked by the
Electricity Generating Stations and Overhead Lines
(Ingquiries Procedure) Rules 1990, but by virtue of
transitional provisions continue to apply to procedure
following the inguiries.

: A This letter addresses the CEGB's applications of 27
August 1987 and 8 June 1988, The CEGB's application of 25
September 1987 is the subject of a separate decision letter
dated today to The National Grid Company plc. The Secretary
of S5tate for Envircnment is making known his decision today
on the CEGBE’s application of 17 June 1988.

4. On 21 March 1988 in a statement made under rule 5 of
the Inquiries Procedure Rules, my predecessor gave notice
that on the information so far available to him the
following economic, safety, environmental and planning
matters appeared likely to be relevant to his consideration
of the CEGB'es application to construct a pressurised water
reactor (PWR) at Hinkley Point:

"{l) The applicant’s requirement for the power station
(particularly in the light of Government policy as
gset out in the Secretary of State’s written
Parliamentary answer of 17 December 1987 and in
the light of the White Paper 'Privatising
Electricity’ (Cm 322) presented to Parliament by
the Secretary of State in February 1988, in
particular paragraphs 44-4%).

The safety features of the design, construction
and operation of the station, taking into account
the conclusions on the =afety of the Sizewell B
PWR contained in the report of Sir Frank Layfield
QC and the views of the Nuclear Installations
Inspectorate, as representing the Health and
Safety Executive (the licensing authority).

The on-site management of radicactive waste
arising from the station and radiocactive 3
discharges from the station to the environment in
the light of the views of the authorising

Departments.

The implications of the proposed development
(including construction, operation and
decommissioning) for:
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{a) agriculture and fisheries;

(b) the local economy including employment;

[c] water supply and disposal:;

(d) tTransport regqulirements;

(e) coast protection and sea defences;

(£) housing and public services generally:

(g) local amenities and in particular areas
of special landscape value or nature
consarvation interest:

(h) emergency arrangements."

a. On 31 March 1990 by wvirtue of section 66(5) of the
Electricity Act 1989 (the 1989 Act) all property, rights and
liabilities of the CEGE passed to nominated successor
companlies. The application to construct Hinkley Point € has
effact as if made by Nuclear Electric plc (Nuclear
Elactric). The requirement for consent to construct,
extend or operate a generating station is now contained in
section 36 of the 1989 Act. By wvirtue of the transitional
provisions in paragraph 4 of Schedule 17 to the 1989 Act,
the application for consent to construct Hinkley Point € has
effect as if made under section 36 of that Act and anything
done under the provisions of the repealed legislation,
including the holding of inquiries, shall have effect as if
done under Schedule 8 to that Act. Sections 40, 209 and 215
of the 1571 Act have now been replaced by sections 90, 247
and 252 respectively of the Town and Country Planning Act
1290,

6. By virtue of rule 1&6(1) of the Ingquiries Procedure
Rules, the Inspector was regquired to make a report on tha
inquiries te the Secretaries of State with conclusions and
recommendations or reasons for not making any
recommendations. I received the Inspector’s Report on 4
June 1990 and commend him for a thorough and well ordered
Report. In making my decision I have considered in
particular the views of the local planning autherities, the
objections received under paragraph 3(2) of Schedule 8 to
the 1989 Act, and matters relating to the preservation of
amenity pursuant to paragraph 1(2) of Schedule 9 to that

7. on 9 Hovember 1989, shortly before the and of the
inguiries, I announced that all the nuclear power stations
and related assets of the CEGE would remain with a Govern-
ment-cwned company, Nuclear Electric, which would retain the
ability to construct and operate new nuclear capacity. I
emphasised the Government’s wish to preserve the strategic
role of nuclear power in order to maintain adequate
diversity of alectricity supply, avoid too great a reliance
on a single fuel and obtain the benefits of this environ-
mentally clean source of energy. I noted that as well as a
likely contribution to diversity from combined cycle gas
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turbine (CCGT) technology, it should be possible, subiject to
the views of the Health and Safety Executive’s Nuclear
Installation Inspectorate (the HSE's NII), to extend the
lives of at least some of the Magnox stations. This would
have the effect of postponing the date at which replacement
nuclear capacity would be required in order to maintain the
nuclear contribution at broadly its present level.

8. In March 1950, I set the non-fossil fuel obligation for
the period up to 1998 at a level which could be satisfied
without the completion by that date of new nuclear stations
beyond Sizewell B. As I indicated in my 9 November 1989
statement I mean to review the prospects for nuclear power
in 1994;: I will review at that stage whether there is likely
to be a need for a continuing non-fossil fuel obligation for
the period beyond 1998 and if so what it might cover. By
1994 I will have the benefit of the experience in building
Sizewell B and a clearer view of the scope for extending the
lives of Magnox stations. It will also be clearer what
changes in generating patterns will be required, and in
particular what contribution new nuclear capacity could
make, 1n order toc meet the targets for the abatement of
sulphur dioxide established by EEC Directive B82/609 on the
Limitation of Emissions of Certain Pollutants into the Air
from Large Combustion Plants and any target for the
abatement of carbon dioxide. I made clear during the course
of the inguiries that the Government did not intend to give
capital investment approval for new nuclear power stations
beyond Sizewell B bafore that review.

9. It is against this background of evolving Government
policy that I have approached the decisionsz on whether to
grant or refuse consent to the application to construct
Hinkley Point C under section 36 of the 1989 Act, on whether
to give a direction under section 90(2) of the Town and
Country Planning Act 1990 as to deemed planning permission,
and whether to confirm the compulsory purchase order.

I1I. INSPECTOR’S CONCLUSIONS

10. In Chapter 68 of his Report the Inspector gives his
conclusions on the four basic issues he identified; those
issues are set out at paragraph 13 below. He concludes:

o B It is likely that, on a reasonable expectation of
future electricity demand and of the retirement of
existing plant, there would be a shortfall of capacity
in England and Wales at the end of the century of the
cerder of 11 to 12 GW unless new generating plant were
constructed. The evidence indicated an increasing
level of demand after the turn of the century. There
is, therefore, a need to decide in favour of
constructing major new generating capacity. This
conclusion does not, of course, indicate what should be
the nature of the new plant. Nor does it mean that if
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a particular form of plant, such as a PWR, is not
constructed there would not be other plant constructed
which would make up the shortfall.

2. Apart from considerations of safety and the affect
on health and on the local environment it is in my
opinion correct that consent should be granted now for
the proposed PWR. This conclusion has involved a
consideration of legal, economic and poliey matters.

3. There are no considerations of safety or the
effect on health which prevent the grant of the
consent. This conclusion has invelved a consideration
of the normal operation of the proposed plant and of
the risks which result from the possibility of
accidents. It has reguired an examination of the much
disputed subject of the maximum levels of risk which
may be tolerated from a new nuclear plant and of the
actual levels of risk likely from the proposed PWR.

4. There are no local or environmental considerations
which prevent the grant of the consent.

The above conclusions on the four basic issues raveal
that in my opinion an answer broadly in favour of the
application results on each of the issues. It i=s
therefore necessary to go on to the second stage and to
consider the overall balance of the main benefits and
disadvantages."

1% After discussion of the overall balance of the main
benefits and disadvantages, the Inspector further concludes:

"Having considered the four basic issues, and having
summarisad the benefits and disadvantages of the
Proposals before the Secretary of State for Energy, I
am now in a position to weigh the benefits and
disadvantages and come te an overall conclusion.
Before doing so it is instructive to compare the
situation as it now appears with that which existed at
the time of the Sizewell 'B’ decision. It is
instructive to do so because the two developments at
Sizewell ‘B’ and Hinkley Point ’C’ are virtually
identical and because the recommendation of the
Inspector and the decision of the Secretary of State as
regards Sizewell ‘B’ proceeded by way of a weighing of
the benefits and disadvantages of the development....

There would in my opinion be significant disadvantages
in the grant of consent for Hinkley Point ’‘C’, most
particularly those mentioned at the end of the last
paragraph as having the greatest weight. However, when
I consider the benefits of granting consent, notably
the contribution of the project to the declared aims of
diversity in electricity generation, the environmental
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benefits, and the fact that the grant would accord with
so many important aspects of government policy, it is
clear to me that the benefits substantially outwaigh
the disadvantages. In these circumstances it is my
duty to recommend to the secretary of State for Energy
that consent be granted for the construction of Hinkley
Point ‘C’ under 536 of the Electricity Act 1989, and I
make that recommendation."

12. That and related recommendations are sgt out at
paragraphs 68.25 to 68.31 of the Inspector’s Report
{paragraphs 25-31 in the document entitled "Inspector’s
conclusions and Recommendations® which accompanies this
letter).

13. 1In reaching his conclusions, the Inspector identified
as the primary issue the guestion whether the CEGB had shown
+hat on balance the benefits of granting consent outweigh
the disadvantages. He structured his consideration and
conclusions around four basic issues which he judged needed
to be considered before the primary gquestion could be
answerad. These four basic lssues were:

whether there is a present need to decide in
favour of constructing major new generating
capacity in England and Wales;

whether, apart from considerations of safety and

tha effect on health and the effect on the local

environment, it would be correct to grant consent
now for the construction of the proposed nuclear

plant;

whether there are considerations of safety or the
effect on health which prevent the grant of this
consent;

(d)} whether there are any local or environmental
considerations which prevent the grant of this
consent.

14. I agree that this is an appropriate framework for
reaching the decisions which I have to make, and it is the
approach which I have adopted.

IV, THE SP . I

. Whaether there is senk to ide in I r
copstructing major new generating cgpacity in Epgland and
wWales

15. I have carefully considered all the evidence on the
likely need for new generating capacity in 2000 and beyond.
1 have examined in particular the argument that the need for
major new capacity by 2000 could be avoided by more
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intensive energy efficiency, or by postponing the retirement
of existing generating capacity. The forecast requirement
put forward by CEGE already allowed for a significant 20%
improvement in overall energy efficiency in 2000/01 compared
with 1986/87. However I believe that there may be evan
greater scope for energy efficiency and hence a somewhat
lower level of electricity demand in 2zo00 than assumed by
the Inspector. 1 also believe that the shortfall in
generating capacity anticipated by the Inspector may be
further reduced by the life extension of soma Magnox
stations. But this will depend cn a detailed station-by-
station examination of economic and safety issues; and even
if possible the life extensione are in any event likely to
be for only a limited period. Moreover, beyond 2000, I
note that several advanced gas-coolad raactor (AGR) nuclear
stations, including Hinkley Polnt B, will alsoc be nearing
the end of their planned lives. I concur with the
Inspector’s view that the requirement for new capaclty is
unlikely to fall in the early years of the next century; and
1 judge that it may increase. I am accordingly satisfied
that there will bea a need for a significant amount of new
generating capacity in England and Wales by 2000, with more
required by the time that Hinkley Point C might be
commissiocned.

B. Whethar, apart [rom copsi eragtions of safety and tha
effect o al and a lo @

would ba correct to grant sent now for the congtructicn

of Hipkley Point C

16. I have carefully weighed up all the evidence relating
to the costs of Hinkley Point C and to relevant aspects of
policy, particularly as regards diversity of fuel supply and
the global environment.

17. The Inspector concluded that the CEGB’s estimates of
the capital cost of Hinkley Point C were likely to be
understated even if construction etarted immediately. I
have taken into account his suggestion that at this initial
stage of the project a higher contingency margin of 27.5%
would be approprlate. He also took the view that the real
cost would rise further as a rasult of delaying the start of
construction until after 1994, not least because of the
likely reduction in the penefits to be achieved from
replication: his assessment was that the capital cost of
Hinkley Point C could rise by a further £154 million (10%)
if all the benafits of replication were lost as a result of
its delayed start. I have also taken this into account in
reaching my present decision. ©On 26 June 1990, subsagquent
to the inquiries, Nuclear Electric announced that the
capital cost of Sizewell B had risen by around £350m.
However, for the reasons I set out below, I do not regard
this increasa as materially affecting my assessment of the
Inspector’s conclusions and recommendations. Virtually all
the increase is due (a) to a re-attribution of sunk costs of
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the PWR programme and (b) to a reassessment of contract
prices on the basis that Sizewell B will ba a single PWR
project rather than one of a family of four PWR stations.
The re-attribution of sunk costs does not increase the
future construction costs of Hinkley Point C: indeed to the
extent that design costs which were previcusly to have been
shared over four stations are now tao be absorbed by Sizewell
B, it is reascnable to expect that less will be borne by
Hinkley Point C. As regards the renegotiation of Sizewell
contract prices, I do not judge that this has significant
relevance for the construction cost of Hinkley Point .

What will be significant, as the Inspaector points out, will
be the number of PWR stations expected to follow Hinkley
Point C. This is, however, a question to be addressed in
the 1594 review, and until then remains uncertain. For tha
purpose of my present decision I accept the Inspector'’s
advice that the uncertainty about the eventual cost
represents in itself a disadvantage which needs to be
weighed in the overall balance.

18. The Government expects the total investment pProgramme
of Nuclear Electric, like that of other nationalised
industries, to achieve a required rate of return, currently
8%. The specific rate of return for a new PWR project will
be a matter for further discussion with Nuclear Electrie in
the context of the 1994 review, but is unlikely to ba less
than the overall required rate of return. On thi= basis I
agree with the Inspector that the assessment of new projects
is likely to show a cost advantage for some years in favour
of constructing new CCGT plant or new coal-fired plant
rather than a further PWR statiecn, and that this is a
relevant matter for me to take into account. However, I
also accept that the size of this advantage is likely to be
uncertain. Moreover it must be weighed against the longer-
term and less tangible benefits of diversity of fuel sources
and the potentially substantial environmental advantages of
non-fosgil-fired generation. It is the Government’s policy
not to approve investment in further PWR stations unless
they are assessed as being economic over their life taken as
a whole, having regard to these wider factors. We shall
consider as part of our 1994 review of nuclear policy
whether these wider factors are being adeguately reflected
in the market place. Against this policy background, as
well as for the reasons given by the Inspector, I am
satisfied for the purposes of my present decision that the
purchase of nuclear electricity from Hinkley Point C is not
incompatible with the statutory duty imposed on public
electricity suppliers under section 9(1) of the 1989 Act to
develop and maintain an efficient, co-ordinated and
economical system of electricity supply.

l3. Renewable energy also contributes to diversity and to
the displacement of fossil fuel combustion, and I have
carefully considered the evidence concerning its likely cost
and availability. The Inspector is confident that at least
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600 MW of new renewable generating capacity will be
available by the year 2000 at a cost competitive with a PWR.
I have taken into account that the Government’'s policy of
encouraging renewable energy through the non-fossil fuel
obligation may lead to even more rapid growth. But I fully
endorse the Inspector’s conclusion that renewable and
nuclear generating capacity should not be regarded as
competitors: both have a part to play. 1In reaching my
present decisien I have attached particular importance to
the potential contribution that Hinkley Point C, if started
promptly after 1994, could make towards the targets for
reducing sulphur dioxide and carbon dioxide emissions in the
aarly years of the naxt century.

20. Attached as Appendix 1 to the Report is a report to the
Inspector by Professor Ulph, the Economic Assessor to the
inquiries, together with a statement by the Inspector under
rule 16(3) of the Inguiries Procedure Rules. Professor Ulph
argues that in the light of the evidence before the
inquiries it was not possible to know what weight was
attached by the Government to diversity benefits relative to
comparative generation costs, nor what a satisfactary
eastimate of the capital cost, and hence generation co=t, of
Hinkley Point C would be assuming implementation does neot
begin until at least 1994; that these were the most
important economic advantages and disadvantages: and that a
balance could not be struck between them when the evidence
did not allow & view to be reached on them. In the light of
PFrofessor Ulph‘s report I have considered carefully whether
it 1s appropriate for me to reopen the inguiries or
otherwise to seek fresh evidence on the economics of the
proposed development; alternatively to withhold or refuse
consent at least until after the question of investment
approval has been considered in 1994. I have concluded that
none of these steps 1= appropriate. As regards the seeking
of fresh evidence, I have noted that the major parties to
the inquiries decided, after time for consideration, not to
apply to call further evidence following my statement of 9
Hovember; and I have received no subsequent representation
from any of the parties that further evidence should have
been called. As regards whether consent should be withheld
for the reasons set out by Professor Ulph, many of the
uncertainties, as the Inspector points out, are endemic to
consideration of large projects with long construction times
in a volatile sector. Some important benefits of diversity
may be difficult to quantify. I shall review the economic
prospects of the project and the need for a continuation of
the non-fossil fuel obligation for a period beyond 1998 as
part of my review of nuclear policy in 1994. Although I
cannot prejudge the outcome of that review or the
probability of investment approval for Hinkley Point C, I am
satisfied for the purposes of my present decisions that the
possibility of investment approval cannot be excluded. On
this basis, I would not be justified in denying consent and
deemed planning permission to the main application solely on
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the basisz of economic uncertainty. ©On the other hand, I
accept the Inspector’s conclusicon that the uncertainties sat
out by Professcr Ulph do constitute a facter which weigh
against consent, and 1 have accordingly taken them into
account in reaching my overall decision.

21. I have already discussed the uncertainty concerning
capital cost. Another concerns the likely starting date of
the project in the event that investment approval is granted
following the 1994 raview. This affects the appropriate
time limit to attach to any planning permission deemed to ba
granted now. If the standard time limit of five years 1s
set, but investment approval were not to be given until
early 1995, this would leave an unreasonably short period of
time for Nuclear Electric to resolve any outstanding
planning matters and place contracts. Therefore if I gave
congent and directed that planning permission should be
granted I would be minded to set a time limit of seven
years, which would seem to me a reasonable balance between
the interests of Nuclear Electric and the local community.

A Further uncertainty concerns the detail of the design,
configuration and rating of the plant. As the Inspector
recognised, the delayed start to Hinkley Point C makes it
1ikely that technical improvements will come forward which
could enhance the safety or competitiveness of the gtation.
T would therefore be minded in any congent to cover the
possibility of adopting such improvements, subject of course
in each case to their acceptability to the HSE’s NII.

22. I have alsc taken into account aevidence on other
matters in the Report relevant to this issue, including the
cost and availability of uranium and nuclear insurance. In
some areas the Inspector has made specific recommendaticns.
1 set out my response to these at paragraph 40.

73. In June 1990 the Select committee on Energy published a
report on The Cost of Nuclear Power. The Committee noted
that it may be possible to justify further nuclear
investment in 1994 despite the currently unfavourable
economics of nuclear power. Howaver they regarded it as
"essential that in doing so the aconomics of nuclear power
are in no way glossed oOVer, that the full costs and risks of
nuclear power are ascertained as closely as possible, and
that thie analysis be fully exposed to public examination
prior to decisions being taken. In that way, the cost of
diversity of supply and reduced pollution by means of
nuclear power can be compared with the cost of achieving the
same ends by other means." While this is relevant to the
decizions which I shall make in 1994, tha Committee’s report
does not contain new evidence or raise new issues which I
consider need to be referred to the parties to the inquiries
hefore 1 reach my present decision.
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24. The Inspector’s overall conclusion on this second basic
issue is that the balance of advantage is in favour of the
grant of consent, having considered all legal, economic and
policy matters. I accept his cenclusien.

wWhether there a8 oo ratio f safe or thea
effect on hesalt icoh vent the grant of copnsent

25. 'The Inspector found that the level of exposure of the
public to radiation from the normal operation of a PWR at
Hinkley Point was unlikely to exceesd 15 microsieverts per
year. As regards workers, there was a high degree of
confidence that in its normal operation the proposad
development would comply with all limits on operator doses
at present imposed by law or suggested by official bodies.
It was possible notwithstanding previous shifts of plans and
of policy, to be reasocnably confident that a eatisfactory
route would be available for the disposal of the solid
radicactive waste which will arise from the operation and
decommissioning of the PWR. There was no evidence to doubt
that the complete decommissioning of the PWR, including the
ultimate unconditional release of the site, was feaszible.

A5 regards accidents the Inspector found that the risk of
radiation-induced death to a person living 1km from the
station was likely to be much lewer than 1 in 100,000 per
year, and to a person living 5km from the station much lower
than 1 in 1,000,000 per year. On the basis of these and his
other findings the Inspector concluded that considerations
relating to safety and accidents should not prevent the
grant of consent. I accept this. The Inspector makes a
number of detailed recommen-dations in respect of health and
safety and emergency arrangements. I set out my response to
these later. I am satisfied that the proposed emergency
arrangemants for the station would not be in breach of any
legal obligations derived from any source applicable in this
country.

26. The Inspector records in passing several concerns about
the discharge authorisations from the Department of the
Environment and the Ministry of Agriculture, Fisheries and
Food (the Authorising Departments) under the Radiocactive
Substances Act 1960; in particular that the present
authorisations for the existing stations at Hinkley Point
left too wide a margin above actual discharge levels. The
Authorising Departments were already proposing to set, after
public consultation, revised authorisations later this year.
The revised authorisations will include substantially
reduced limits on gaseous and liguid affluent discharges at
Hinkley Point A and B, which more closely reflect current
discharge levels. The important radicnuclides will be
separately limited, and the relationship between discharges
and radiation doses to the public will be set out in an
explanatory memorandum which will accompany the revised
certificates of authorisation.
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27. 1In reaching his conclusion on safety the Inepactor drew
attention to the evidence of a raised incidence of childhood
leukaemia and non-Hodgkin’s lymphoma arcund some nuclear
installations. He concluded that on the evidence and on the
then present state of knowledge it was possible, but most
improbable, that there was some causal link between the
oparation of the installations and a generally increased
risk of leukaemia among children living nearby: and that
consent to Hinkley Point C should not be refused on the=e
grounds. But he urged that a more systematic and
comprehensive approach to childhood leukaemia investigation
should be adopted, as a means to identifying and remedying
the cause; and he endorsed the recommendation by the
Committee on Medical Aspects of Radiation in the Environment
(COMARE) that there should be studies on a nationwide basis.

28. GSubsequent to the inguiries, in February 1990, a paper
was published by Professor Martin Gardner and others on
leukaemia and lymphoma among young pecple near the
Sellafiaeld nuclear reprocessing plant in West Cumbria. The
papar documented a statistical association between the
axcess incidence of leukaemia and non-Hodgkin‘s lymphoma in
children near Sellafield and employment of the father of the
affected children at Sellafield. In particular, the study
suggested that there is an association between the risk of
having a child with leukaemia or non-Hodgkin’s lymphoma and
the recorded level of external radiation doses received by
the father before the child was conceived. In April 1990
COMARE, in a published Statement of Advice to Government,
tocok the view that the results of the study undertaken by
Professor Gardner and his co-workers were important, but
that they needed to be interpreted with caution. COMARE
pointed out that the conclusions were based on very small
numbers and that a study of this typa could not provide
evidence of a causal relationship. The further research
studies recommended by COMARE have been urgently put in
hand: preliminary results are not, however, expected until
towards the end of 1991. In assessing the materiality of
the Gardner Report and its appraisal by COMARE to my present
decision, I have taken into account on the one hand the
Inspector’s view that if there were a likelihood that
discharges to the environment of radicactive materials from
Hinkley Point C or some other aspect of its operation would
cause an increase in the level of childhood leukaemia among
those living in the viecinity, then this would represent a
strong reason against my giving consent. On the other hand
the advice of the Department of Health is that they accept
the view of COMARE that the Gardner conclusions must ba
interpreted with caution. I have morecver placed weight on
the evidence given to the inguiries by the Director-General
of the HSE as summarised in the closing submission of the
HSE's NII, that if further research work confirms a
causative link between nuclear power stations and leukaemia
then the situation would be reviewed, and on HSE’s assurance
to the inguiries that it had sufficient powers to ensure

12
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that the licensee does whatever is necessary for the safety
of his employees in thie matter. o©on thiz basis I have
concluded that the Gardner report ought not materially to
affect my assessment of the evidence presented to the
inguiries or the conclusiens which the Inspector reached.

b. ther thara g any loc environme

gonsiderations which prevent the grant of this consent

29. The Inspector has reached conclusion= on the various
planning and local issues under a number of headings,
including conformity with the Somerset Structure Plan, the
visual impact of the proposed development, the effects on
ecology and on the local economy, and the likely impact of
providing for the accommodation of employees during the
construction phase. Having carefully considered all the
evidence given on these and other local issues, I accapt the
Inspector’s conclusion on the fourth basic issue that
although the wvisual and other disadvantages cutweigh the
local benefits, they are not such as to prevent the grant of
consent, but they do need to be considered in the final
balance of benefits and disadvantages.

30. At the same time, in accordance with my duty under
paragraph 1(2) of Schedule 9 to the 1989 Act and in the
light of the Inspector’s Report, I have considered whether
further steps can reasonably be taken to preserve
environmental amenity. I am conscious that the area is not
only a designated site, under the Ramsar Convention on
Wetlands of International Importance [(Cmnd 6465), but has
also been identified as a potential Special Protection Area
under EC Birds Directive (79/409/EEC). I accept the
Inspector’s outline conclusions for shortening and
realigning the sea-wall, which will preserve more of the
existing cliff-line, and for further improvements to the
CEGB's proposed landscaping at Hinkley Polint, subject in
both cases to the detail being approved by the local
planning authority: and I agree that it would be appropriate
for conditions to this effect to be attached to any deemed
planning permission. I agree that on the evidence presented
the land sought to be acquired by compulsory purchase would
not be excessive in area save for that part which is not
needed if the sea-wall is shortened. However, I consider
that its compulsory purchase now would not be merited in
view of the uncertainty as to whether and when construction
of Hinkley Point C¢ will start. I intend accordingly, and
without prejudice to the consideration of any further order
made by Nuclear Electric in the future, not to confirm the
Central Electricity Generating Board (Hinkley Point ‘C')
Compulsory Purchase Order 1988. In my assessment of the
environmental and ecoleogical issues I have borne partic-
ularly in mind that the Nature Conservancy Council do not
object to the development.
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31. As regards other local matters, I accept that a
temporary hostel should be provided on site for construction
workers. I rely upon Nuclear Electric’s assurance that they
will seek to provide a site for residential caravans either
at Donniford or elsewhere. I agree that it would be
appropriate to attach te any deemed planning permission
conditions - essentially in the form recommended by the
Inspector - bearing on such matters as the layout and design
of the development, non-nuclear waste disposal and nolse and
fire arrangemente. I accept the Inspector’s conclusion that
neither the construction of a new rail link nor the use of
the present or a relocated rail siding in Bridgwater
constitutes a realistic option for handling the movement of
materials and persons which would arise from the
construction stage of Hinkley Point C.

32. 1In reaching my decision I have taken full account of
the proposed Second Alteration to the Somerset Structure
Plan which was submitted by Somerset County Council to the
secretary of State for the Environment for his approval
after the close of the inguiries. The Secretary of State
for the Environment has not yet considered the proposed
alterations, or any objections and representations made in
respect of them, in accordance with his function= under Part
1I of the Town and Country Planning Act 19%0. However, I
have considered the proposed alterations so far as they
affect this application, and I have concluded that they do
not constitute new evidence of sufficient significance to
lead me to disagree with the Inspector’s recommendations or
otherwise materially to affect my decision, and that
accordingly they do not raise any matter which calls for
reference back to the parties before I proceed to my present
decision. In particular I have noted that the visual impact
of Hinkley Point ¢ from the Quantock Hills Area of
outstanding Matural Beauty was fully considered by the
Inspactol .

33. I have given particular thought to the Inspector’s
conclusions on the timing and the control of the
decommissioning of Hinkley Point C. I note that the
Inspector accepts the basis of the CEGB's analysis which
jidentifies three stages of decommissioning, the last of
which (Stage 3) involves final dismantling of the remaining
plant and final clearance of the site. The Inspector argues
that no reason was put forward for delayed Stage 3
decommissioning for a PWR and that Stage 3 decommissioning
should be completed as soon as reasonably practicable after
the final shutdown of the reactor. He made clear, however,
that his conclusions related only to a PWR built at Hinkley
Point, and not to the decommissioning at other sites or of
other types of reactor. 1 accept the Inspector’s
conelusions in principle but, as the Inspector points out,
the various considerations that will affect the precise
timetable for decommissicning will need to be reassessed

14
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nearer the time. I agree with the Inspector that it would
not be right now to impose a particular timetable.

14. Safety must be paramount in decommissioning, as it is
in reactor operation, and this is ensured by the need for
the arrangements to be governed by the reguirements of the
HSE nuclear site licence. Subject to this I accept the
Inspector’s view that amenity and other local aspects ought
to be taken into account in the reassessment along with
economic and practical issues. However, I also agree with
the Inspector that it would not be appropriate to include in
a consent for Hinkley Point C a general requirement for a
public inguiry prior to decommissioning. The CEGB offered
an assurance that they would consult the local planning
authorities on the decommissioning of the station. While I
attach considerable weight to an assurance of this kind, I
agree with the Inspeactor that it does not adequately
safeguard the public interest as far as the timing of stage
3 is concerned. 1 therefore consider it appropriate that if
deemed planning permission is granted it should include a
condition which builds on the CEGE's assurance but provides
that if agreement between Nuclear Electric and the local
authority cannot be reached on the timetable for stage 3 as
defined in the Report, that issue can be refarred to me by
ecither side for decision without holding up progress on
Stages 1 and 2. But I am not convinced it is necessary to
regquire my approval if the timing of Stage 3 decommissioning
can be agreed at local level; nor that it is appropriliate
for me to be involved in arbitrating on other aspecte of the
decommissioning of Hinkley Polnt C.

45. CEGB have also offered, and Nuclear Electric have
subseguently endorsed, a number of other assurances to me,
which are set out at Annex A to this letter. 1 consider
assurances 1-13 acceptable although in some cases, for
example on off-site woodland screening and prevention of
fumes and dust, I accept the Inspector’s recommendation [see
Further Recommendation 10) that additional steps would need
to be taken. I also agree with the Inspector’s view (see
Further Recommendation 8) that a fresh undertaking should be
offered to the Wessex Region of the National Rivers
Authority in respect of a =hortenad and realigned sea-wall.

V. I s SUE; CLUS 5

6. The primary issue considered by the Inspector was
whether on balance the benefits of consent outweighed the
disadvantages. I have studied carefully the Inspector’s
asgessment of the relative importance of the factors he has
considered in reaching his final recommendation. On safety
I have weighed up the risk associated with Hinkley Point C.
The Inspector assesses the risk of death from radiation
affects from normal cperation and from all causes of
accidents for a typical person living five kilometres from
the plant as much lower than 4 in 10 million per year. I

15
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agree that this is slight. Like him, I place greater weight
on the threat to local health and the wider economic
disruption that could follow a serious accident at Hinkley
Point €, but I believe this has to be balanced by its
extreme improbability. Apart from the cbjective assessment
of risk, I have also attached weight to the fears of nuclear
accidents voiced at the inguiries. Anxiety about a
catastrophic accident, however unfounded or disproportionate
to the actual risk, is in itself an important factor
counting against the development, although I believe that
the improvements 1n emergency arrangements proposed by the
Inspector will help to further allay public concerns. As
regards local and environmental lssues, I agree closely with
the Inspector’s assessment. The local impact is on balance
negative, but has to be considered in the context of an
existing site with two nuclear stations which are unlikely
to be finally dismantled for many years. I have taken into
account that the conditions which I would attach to any
deemed planning permission and the assurances offered by the
CEGBE and endorsed by Nuclear Electric would help to

amel iorate the adverse local effect of the devalopment. AS
regards the economic aspects of Hinkley Point C, there is
uncertainty about whether, when and to what extent a PWR at
Hinkley Point is likely to prove cost competitive in
relation to other forms of electricity generation. ©n the
other hand there is a need for new generating capacity
beyond the turn of the century as demand grows and existing
ctations are retired. Much of the retiring capacity
comprises nuclear capacity, so that without replacement
nuclear plant the contribution of nuclear power to
electricity supply will fall sharply. I attach strong
importance to greater diversity of fuel supply and in
particular - for global environmental reascns - greater
diversification away from fossil fuels. I regard this as a
powerful advantage in favour of Hinkley Point C, and I share
the Inspector’s view that this factor outweighs the cost
disadvantages described in his Report as well as the safety
and local disadvantages of a PWR at Hinkley Point. I have
accordingly concluded, in line with the Inspector’s
recommendations, that consent and deemed planning permissicn
should be given for the construction of a PWR at Hinkley
Point.

V1. STATUTORY DECISIONS
] L oM

37. Accordingly I have decided:

(a) to grant consent under saction 36 of tha 1989 Act
for the extension of the Hinkley Point nuclear power
stations by the construction of an additional PWR
generating station, and for ite operation as extended;
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(b) to direct that planning permission for the above
development, including by way of ancillary development
a temporary workers'’ hostel, should be deemed to De
granted pursuant to saction 90(2) of the Town and
Country Planning Act 15390;

(e) not to confirm the central Electricity Generating
Board (Hinkley Point 'C7) Ccompulsory Purchase Order
1588;

(d} that there should be imposed on the deemed
planning permission referred to at sub-paragraph (b) of
this paragraph the conditions set out at Part 2 of the
appendix te Chapter 66 of the inspector’s Report, (Part
2 of Appendix 3 of the document entitled "Inspector’s
conclusions and Recommendations") subject to amendment
of the time limits and other minor and drafting
changes. The conditions to be imposed are set ocut in
full in my formal consent and direction as to deemed
planning permission;

(e} to accept to the extent set out in Annex A to this
letter the assurances offered by the Central
Flectricity Generating Board and endorsed by Nuclear
Electric.

38. My consent and direction are given without prejudice Tto
any decision I may make on the granting of investment

approval in respect of the Hinkley Point C PWR.

VII. FURTHER RECOMMENDATIONS

39, In addition to the Formal Recommendations leading to
the statutory decisions I have reached in paragraph 237
above, the Inspector made a number of Further
Recommendations for study or action. These range widely in
both character and substance. In two cases, Further
Recommendations 8 and 10, the recommendations relate to
undertakings of assurances of ferad by the CEGB in support of
their application for conzent and deemed planning
permission, which the Inspector for one reascn or another
findse inadeguate. Having regard to the Inspector’s argument
and also to my duties under paragraph 1(2) of Schedule 9 to
the 1989 Act, I have decided that the intention of these
recommendations should be given effect through conditions to
be attached to the planning parmission I am directing should
be deemed to be granted. Another recommendation in the
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conclusion to Appendix 2 [(Costs) to Chapter 6B relates to
the making of an order as to coste in respect of the
compulsory purchase order: such an order would be under
section 250(5) of the Local Government Act 1972 as applied
by paragraph 5(1) of Schedule 3 to the 1989 Act and section
5({1) of the Acquisition of Land Act 19B1. As I indicate
below, I am minded to make such an order. In some other
cazes (for example Further Recommendations 5 to 7(3)), the
recommendations are addressed to Nuclear Electric in respect
of matters specific to Hinkley Point € which fall to be
decided by other regulatory authorities and which I do not
consider appropriate to require as conditions of my consent.
My endorsement or otherwise of these Further Recommendations
should be construed as a statement of policy: it cannot
prejudge the decision of the regulatory body concerned. A
fourth and larger category of recommendations is either more
generally couched or, although directed at Hinkley Point C,
in fact has wider implications: I intend my response to
these to represent a statement of policy.

40. 1 set out below the text of the Further Recommendations
and my responses to them.

Eecommendation 1:
"I recommend to Nuclear Electric and the Department of

Energy that if diversity in sources of electricity
generation is to be relied upon in support of the
construction of further nuclear facilities the work
started by Professor Ulph and the CEGB described in
Chapter 17 should be continued and elaborated on, in an
attempt to arrive at a more accurate quantification of
ona aspact of the benefits of diversity. (see Chapter
17)."

I note that several of the important benefits of diversity
are not amenable to guantification and must rest upon broad
strategic judgements. MNevertheless, in advance of the 1594
review of nuclear policy which I announced in my statement
of 9 November 1989, I endorse the proposal that Nuclear
Electric should continue their efforts to quantify tha
benefits that nuclear power has in reducing the impact of
volatility in fossil fuel prices. 1 agree that my .
Department should alsoc study this, and in due course publish
its conclusions.

Racommen

"T recommend that if consent for Hinkley Point *C* is
given and the PWR is commissioned the operators of the
plant should preseant triennial reports to the Secretary
of State for Energy in which they should state
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the up to data estimate of the cost of
decommissioning of the plant with a full
explanation of how that estimate is arrived
at, and

(ii) details of the provision that has been and
is intended to be made to meet that cost.

The reports should be published. (=ee Chapter 22)".

I attach importance to greater transparency of nuclear costs
and the Government has agreed that separate informatien
about the costs of generation from Magnox, AGR and, in due
course, PWR stations should be provided by nuclear
operators. As regards decommissioning costs, I agree that
Nuclear Electric should provide me with up to date
assessments, and that, subject to any reasonable constraints
of commercial confidentiality, those assessments should be
published. I will discuss with Nuclear Electric the content
and fregquency of thosa assessments and will publish the
conclusions reached.

Recommendation 3:

"I recommend to the Secretary of State for Energy that,
unless there are commercial or security considerations
which would prevent it, consideration should be given
to the provision and publication of future plutonium

figures as actual calculated guantities expressed in
kilograms per station with appropriate error bands
specified for the quantities per station and for the
totals. (3ee Chapter 31)1™.

I accept this recommendation. As the Inspector recognisas,
the precise amount of the plutonium content of fuel
discharged in any one year is uncertain to within +/- 1% for
the CEGE as a whole and +/- 5% for individual stations.
Recent figurese of discharges and dispatches were rounded
solely to avoid a spurious precision. There are, however,
ne commercial or security reasons why estimates referring to
kilogram guantities should not be published in future. I
accordingly intend to publish the figures in the detail
which the Inspector proposes, while at the same time
emphasising the appropriate error bands.

Recommendation 4:

"] recommend that if future proposals are put forward
for further nuclear facilities which would involve the
importing of uranium the applicants should use their
best endeavours to present information to any future
ingquiry on conditions for workers and the public in the
countries concerned who might be affected by the mining
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and processing of uranium for the project. (see
Chapter 31)".

1 do not endorse this recommendation. 1 recognise that the
sustainability of overseas uranium supplies as well as their
cost is likely to be an issue at future inquiries. It will,
however, be for the Inspector at those inguiries to decide
what information is relevant to the issues before him.

Recommendation 5

"] recommend that Nuclear Electric should carry out
occasional monitoring in the marine enviromnment at
varied =sites beyond the present locations and distances
from the stations at Hinkley Point used for regular
monitoring. (saee Chapter 37)".

The Government accepte the importance of comprehensive
environmental monitoring programmes by nuclear operators and
acknowledges the significant public reassurance such
programmes provide. The desirability of extending the
marine environmental monitoring programme at Hinkley Peoint
was racognised by the Ministry of Agriculture, Fisheries and
Food when studying the results of its "Investigations of
Exposure Pathways from Liguid Effluent at Hinkley Point
Power Station: Local Habits Survey 1986" (Fisheries
Research Data Report No 13). Accordingly, in January 19893,
the Ministry asked Nuclear Electric to make certain changes
to thair existing programme, including the introduction of
monitoring of silt from the River Parrett estuary. These
changes have been implemented since the third guarter of
1989. The Inspector’s recommendation has therefcre Deen
fulfilled. The terms of authorisations for radicactive
waste discharges provide for authorising departments further
to extend or modify monitoring regquirements in the light of
changing circumstances.

Recommendation 6

"] make the following recommendations to Nuclear Electric.

(1) The precise status of the requirements in the
Design Safety Criteria relating to beyond design
basis accidents should be clarified.

(2) There should also be clarification of the circum-
stances in which failure to demonstrate compliance
with these requirements is or is not acceptable in
relation to any project.

Consideration should be given to amending and
refining these requirements so that (a) separate
requirements are specified for different cate-
gories of beyond design basis accidents depending
upon the seriousness of the consequences, and (b)
deqgraded core accident sequences not leading to an
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uncontrolled release are brought into the require-
ment of a maximum total probability of accidents.
(eee Chapter 46)".

I endorse the Inspector’s recommendation. The HSEfs NII
have agreed to reflect the recommendation in their Safety
Assessment Principles, but also need Lo take into account
parallel international developments in this area.

Regommendation 7

"on the subject of emergency arrangements I make the follow-
ing recommendations. I indicate in respect of each recom-
mendation, where appropriate, the bodies most affected by
it.

A The subject of the proper application of the concept of
the reference accident to the circumstances of the
operation of a PWR at Hinkley Point
(1) If consent to the construction of a PWR at Hinkley

Point is granted by the Secretary of State Nuclear
d state a definite intention that,
with the approval of the NII, they

early Magnox reference accl-

dent as the basis of detailed emergency planning

for a PWR irrespective of whether the present

reactors on the Hinkley Point site continue in

operation.

recommendation is for Huclear Electric and the

This accident could more accurately and appro-

priately be described as what it would be once

Magnox reactors at Hinkley Point had ceased to

operate, ie a notional limited accident which

formed the basis of emergency planning on the

site, and not as the reference accident for a PWR.
This recommendation is for Nuclear Electric and the
NII."™

The "refarence" accident (ie the most serious accident the
probability of which, although small, 1is sufficiently large
to justify detalled emergency planning) for the early Magnox
design at Hinkley Point A involves a detailed emergency
planning zone within a radius of 3.5km from the station.
The reference accident for the later Magnox design, and for
the AGR (such as Hinkley point B) and the PWR (guch as is
proposed for Hinkley Point C€) would not lead to anyone
auteide the site boundary receiving a dosae at or above the
emergency reference level for evacuation. MNevertheless the
detailed emergency planning zone of 1.5km has been adopted
for Hinkley Point B, and I endorse the recommendation that
it should be adopted for Hinkley Point €, with the
consequential change in description of the reference
accident suggested by the Inspector. This will ensure that
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existing emergency plans, which are familiar te the bodies
concerned and which do provide a basis for extendibility
would be kept in being after the existing stations at
Hinkley Point are cleosed. The HSE have accepted the two
racommendatione and the HSE’s NII will be pursuing the
matter with Muclear Electric.

I have considered whether this recommendation has
implications for other nuclear stations. I believe that the
guiding principle at any site where there is a detailed
planning zone should be large enough to deal with the
appropriate refarence accident and there should be the
capability of an extended response in the event of a more
serious accident. I do not believe however that the early
Magnox reference accldent is an appropriate basis for
detailed emergency planning at gll stations. The size of
the detailed emergency planning zone is best considered on a
site-by-site basis. The formulation of plans for an
extended response is primarily for the local emergency
planning services to determine in the light of local
clrcumstances. The HSE’s NII have agreed to assist in this
process by specifying a hypothetical scenaric reguiring an
extended response and to provide guidance and advice on its
application.

"B The subject of the detailed planning arrangements to
deal with the consequences of the limited or reference
accident

(3) The question of whether or not sirens should be
installed and used for early off-site warning to
the public in the event of an emergency at a PWR
at Hinkley Point should be decided well in advance
of the commissioning of a PWR, the decision being
made by the Department of Energy and the NII
jointly and implemented by the site operator.

This recommendation is for the Department of Energy,

the NII and Nuclear Electric.®™

1 generally endorse this recommendation and I accept it
insofar as it relates to the Department of Energy. The Home
Office is currently reviewing the wider guestion of means of
alerting the public where a possible hazard exists and the
outcome of this review will clearly be material to the
decision whether or not sirens should be employed at Hinkley
Point C.

"(4) The gquestion of whethar or not greater emphasis
should be given to sheltering in the emergency
planning for a PWR at Hinkley Point, whether as a
countermeasure in its own right or in conjunction
with other countermeasures, and, if so, what
greater emphasis, should ba decided well in
advance of the construction of a PWR at Hinkley
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Point, the decision being made by the Department
of Energy and the NII jointly and implemented by
the s=ite operator and other bodies concarned in
this aspect of emergency planning.
This recommendation is for the Department of Enerqgy,
the NII, Nuclear Electric, the Avon and Somerset
Constabulary and the Somerset County Council.

(5) The gquestion of whether there should ba a general
pre-distribution of stable iodine tablets and, if
=0, the appropriate arrangements for effecting
such a pre—distribution should be decided well in
advance of the construction of a PWR at Hinkley
FPoint, the decision being made by the Department
of Energy and the NII jointly and implemented by
the site operator and other bodies concerned in
this aspect of emergency planning.

This recommendation is for the Department of Enerqgy,

the NII, Nuclear Electric (and for any other body

involved in the pre-distribution if this is the course
of action decided upon).”

I endorse the Inspector’s recommendations that the guestions
of the emphasis to be placed on sheltering and whether there
zhould be a general pre-distribution of stable iodine
tablets should be decided well in advance of the
construction of a PWR at Hinkley Point; and 1 accept the
recommendations insofar as they fall specifically to the
Department of Energy. Both questions are under active
consideration by the Counter Measures sub-group of the
Nuclear Emergencies Planning Liaison Group (NEPLG), a group
chaired by my Department which consists of relevant
government departments, nuclear operators, police and fire
associations and local authority emergency planning
officers. Guidance from the NEPLG will be taken into
account by my Department and the HSE’'s NII in reaching their
joint decisions.

"(5) (a) The NRPB should proceed to issue formal
guidance on limits for personnel involved in the
aftermath of a nuclear emergency.

(b} Each body and service likely to be involved
in the local response to an emergency should
ensure that their plans and procedures are
examined, and adapted if necessary, so as to
ensure that as far as possible none of their staff
would receive doses in excess of the appropriate
limit and that doses to staff are kept as low as
reasonably practicahle.

{c) An axplanation should be made available to
the persons who would be likely to be involved in
an emergency response of the dose limits, the
means to be adopted for ensuring compliance with
tha limite and for keeping doses as low as reason-
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ably practicable, and of the risks which it is

believed would be associated with doses up to the

limits.

(d) The NII should issue to the police the guid-

ance requested on the use of personal dosimeters

by police officers in the event of an emergency.
This series of recommendations is for the NRPB, the
NII, Wuclear Electric and all bodies and services
likely to be involved in the local response to a
nuclear emergency."”

1 endorse these recommendations, which impinge upon more
general matters of policy. Tha preparation of the guidance
documents proposed at (a) and (d) above is at an advanced
stage; they are expected to be published this year. The
need for other bodies and services to take notice of the
guidance at (Db) and (c) will be monitored by HSE as part of
their general enforcement responsibilities.

"(7) Police officers involved in implementing emargency
countermeasures should, so far as is consistent
with their safety and the limitation of radiation
doses, continue wherever possible to wear ordinary
police uniform.

This recommendation is for the Avon and Somerset Con-

stabulary."

I endorse this recommendation, and am drawlng it to the
attention of the Avon and somerset Constabulary. I have
also drawn it to the attention of the Home Office and
scottish Office.

"(g) The boocklet and action card to be distributed
within the detailed planning zone by the Somerset
County Council should be reqularly redistributed.

This recommendation is for the somerset County Council

and Nuclear Electric.®

I endorse the Inspector’s recommendation and commend it to
the Somerset County Council and Nuclear Electric.

m({9) The NRPB should keep under review the contents of
the advice leaflet issued by them to Genaral Frac-
titioners and the leaflet should be redistributed
+o all doctors in general practice within 40 km of
Hinkley Point at regular two yearly intervals.

This recommendation is for the NRPB."

1 andorse the Inspector’s racommendation. The Department of
Health were already collaborating with the NRFB on a
revision of this advice which it is intended will form part
of an amendment to the main pepartment of Health circular on
the National Health Service response to nuclear emergencies
to be issued later this year.
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The subject of extendibility

(10) The NII should specify a hypothetical beyond
design basis accident scenario for a PWR at
Hinkley Point, with an indication of the response
needed, as guidance for the formulation of outline
plans for an extended response.
recommendation is for the NII.

The main bodies responsible for emergency planning
around Hinkley Point should combine to formulate
and to publish an outline of what would be the
extended response to the accident scenario so
specified and what would be their respective con-
tributions to that response.

This recommendation is for Nuclear Electric, the NII,
the Somerset County Council, the Avon and Somerset
Constabulary and the Minietry of Agriculture, Pisheries
and Food.

(12) Every county council and police authority outside
Somerset any of whose area lies within a radius of
40 km of Hinkley Point should be asked by the NII
to indicate, on the basis of the accident scenario
so specified, what emergency plans and procedures
would be used in their area in the event of an
accident of the severity so specified at Hinkley
Point.

This recommendation is for the NII and the local

authorities and police authorities concerned.

(13) The NII should give careful consideration to
requiring that bafore a PHNR at Hinkley Point was
commissioned an exercise should be carried out of
the nature carried out during the Sizewell ingquiry
to test the extendibility of the emargency
arrangements to cope with the consequences of an
accident substantially more serious than the
limited or reference accident.

This recommendation is for the NII, Nuclear Electric,

the Somerset County Council and other bodies and

services concerned in emergency arrangements.”

The Inspector felt that it could assist public confidence in
Hinkley Point C if some flesh could be put on the plans for
an extended response (ie a response invelving counter-
measures bayond the detailed emergency planning zone) to a
nuclear accident, and these plans published. The fact that
the detailed emergency planning zone for Hinkley Point C
will already be greater than required for the PWR
"reference" accident should help to engender public
confidence in the arrangements. Nevertheless I note that in
regspect of Sizewell B the HSE's NII formulated a scenario
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designed to test the extended response of the emergency
services to an exceptionally serious though highly
improbable PWR accident. I endorse the Inspector’s view
that this could usefully be repeated in respect of Hinkley
Point € (Further Recommendation 7.10), and the HSE’s NII
have told me that they will commission a similar exercise to
test the response before Hinkley Point C is brought into
operation (Further Recommendation 7.13).

The Inspector recognised the dangers of excessive detail and
the case for graduating the detail according to (amongst
other factors) distance from Hinklay Point. I endorse the
Inspector's proposal (Further Recommendation 7.11) that the
main bodies arcund Hinkley Point € should combine to
formulate their extended response to the HSE’s NII's
hypothetical scenario, that the response should be in
outline form, and that the outline should be published: the
HEE’'s NII wlll pursue this with the bodies concerned. While
I accept that there is a possible need to involve
authorities outside the area in which the station is
gsituated in examining the response to the hypothetical
scenario, I am not, on the basis of the argument put forward
by the Inspector, convinced that it will be necessary to
involve every body within a 40km radius of the plant
{Further Recommendation 7.12). The degree to which it would
be necessary to involve authorities more distant From the
site will depend both upon thelr distance from Hinkley Point
and on specific local circumstances. In many cases,
involvement would be confined to the provision of assistance
in support of the authorities responsible for the afflicted
area, should those authorities’ own resources prove
inadﬂquatﬂ. The HS3E's NII have nevertheless agreed to make
available a hypothetical scenario and an assessment of its
implications to County Councils and Police and Health
Authorities in South Glamorgan, Cardiff, Avon and Devon, as
A basis against which the authorities can review the
adequacy of their general emergency plans and procedures.
Furthermore the HSE as a general policy have indicated that
they would be prepared to discuss the implications of the
hypothetical scenarioc with County Councils or Police
Authorities which are neighbours to those authorities in
whose area there exists a licensed nuclear site for which an
opff-site plan is required.

"(14)The NII =should satisfy themselves (in consultation
with the operator and the Somerset Fire Authority)
before permitting a PWR at Hinkley Point to be
commissioned that thare were arrangements in being
{including arrangements for reinforcement fire-
fighters to be made available) which would permit
an efficient response by fire-fighters to a fire
at a serious beyond design basis accident without
the likelihood of individual fire-fighters being
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exposed to doses in excess of 100 mSv (or such
other limit as might at the time be prescribed).

This recommendation is for the NII, MNuclear Electric
and the Somerset Fire Authority."

I endorse this recommendation. The HSE’s NII will be
consulting with Nuclear Electric and the Somerset Fire
Authority to satisfy themselves on this point.

"D General

{(15) It would be of assistance if well intended but
vague phraseology describing passible accidents
(such as "accidents having no practical
possibility of happening™) were replaced by a more
accurate categorisation of:
(a) those accident sequences which are believed
to be incapable of occurring because no mechanism
for the occurrence is known;
(b) those accident segquences which could occur
but the probability of which is so0 remote that
detailed emergency planning against their
conseguences is not justified;
{c) those accident sequences which could occur
and the probability of which, though still small,
is sufficiently large to justify detailed
emergency planning.

This recommendation iz for Wuclear Electric."

1 share the Inspector’'s view that greater precision of
phraseclogy would improve public confidence. The HSE's NII
intend to consider the Inspector’s definitions with Nuclear
Electric with a view to categorising PWR accidents more
accurately.

"{l6)Regulations similar to the preseant CIMAH
Regulations should be applied to civil nuclear
installations.

This recommendation is for the Health and Safety

Commission and the appropriate Minister."™

I endorse this important recommendation. As the Inspector
noted the HSE have the preparation of such regulations in
nand; and after due consultation it is expected that the
Health and Safety Commission will submit proposals for the
making of such Regulations to the appropriate Secretary of
State. It is envisaged that the regulations will place a
duty on local authorities in whose areas nuclear
installations are sited to co-operate in nuclear emergency
planning.

"{17)Consideration should be given to clarifying the
legal framework for emergency planning around
civil nuclear installations, including the
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question of imposing specific obligation= on the

bodies and services involved in such planning.
This is a general recommendation for tha Department of
Energy.®

1 have noted what the Inspector has said about a tighter
laegal framework for emergency planning around civil nuclear
installations and have passed his comments to the Home
Secretary as the guestion of a legal obligation on a local
authority to draw up plans and on other bodies to cooperate
in their preparation goes far wider than civil nuclear sites
alone. In November 1989 the Home Secretary appointed an
adviser on civil emergencies and asked him, as a matter of
priority, to look closely at what is happening in practice
on the ground, to talk to individual chief executives,
county emergency planning ocfficers, local government
crganisations and the emergency services, and to advise on
what is necessary and what is desirable for local
authorities to have or be told in order to achieve proper
effective emergency planning. A review of the present
legislative framework is part of these considerations.

"(18) The Department of Energy should provide a precise
statement of their functions and responsibilities
as the lead Department in respect of civil nuclear
emergencies in the UK.

This is a recommendation for the Department of Enerqy.

(sea Chapter 50)".

I accept this recommendation and I am preparing such a
statement for publication.

The Inspector is critical of certain cther aspects of the
safety and emergency arrangements, although these criticisms
are not reflected in specific recommendations. For example,
he voices concern about the problems of providing inform-
ation to individual members of the public in an emergency: I
share his concern and have asked my officlals to discuss
this matter with the main organisations concerned and to
draw up satisfactory arrangements. He also draws attention
te the large number of public bodies concerned with aspects
of nuclear regqulation and safety and suggests that longer-
term consideration should be given to a rationalisation of
regulatory functions and of the functions of the bodies
involved. This is an important and far-reaching criticism
which I shall consider carefully. In the meantime I agree
with the Inspector that this issue iz not material te ny
decision on Hinkley Point C.

Eecommendation 8
"I recommend that when the alignment and manner of

construction of a new sea wall have been agreed or
determined Nuclear Electric should enter into a form of
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indemnity with the Wessex Water Authority or their
statutory successor equivalent to the form now
proposed. (s=ea Chapter 56",

I note that the CEGE offered an indemnity to the Wessex
Water Authority in respect of the cost of the sea defence
works which might be necessitated by the new sea wall as
criginally planned, but was unwilling at the inguiries to
offer an indemnity in respect of the shorter sea wall
proposed by the Inspector. I agree with the Inspector that
the views of the Wessex Region of the National Rivers
Authority should be taken into account in the detailed
consideration of the new sea wall proposals. I have decided
to add a condition to the planning permission I am directing
should be deemed to be granted, which will ensure that an
equivalent form of indemnity is offered by MNuclear Electric
for the reasons set out by the Inspector at paragraph 56.60
of his Report. 1 have also attached to my direction as teo
deemed planning permission the other conditions {on survey
of beach profiles and repositioning of shingle) proposed by
the Inspector.

Hacommean 0

"1 recommend that if the Secretary of State for Trans-
port decides not to confirm the Orders and Bridge
Scheme (other than two of the Compulsory Purchase
Orders) necessary for the construction of the proposed

Cannington and Bridgwater bypasses the Secretary of
State for Energy should re-open the inguiries on which
I am reporting, on the subject of transport issues
only, if he is otherwise minded to grant consent for
the construction of Hinkley Point ‘C’." (see Chapter
B2y™,

I understand that the Secretary of State for Transport has
today issued a decision announcing his intention to confirm
the Side Roads Order and Bridge Scheme necessary for the
construction of the proposed bypasses of Cannington and
Bridgwater.

Becommendation 10

"I make the following recommendations:

(1) Nuclear Electric should commission a full field
survey of the vigibility of the ‘C*f station in
order to identify suitable sites for hedgerow
reinforcement, woodland planting and management.
They =should then use their best endeavours to
enter into legal arrangements with landowners and
local authorities to establish and maintain
woodland. The aim would be to screen =o far as
possible the visibility of the ‘C’ station.
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If construction of a ‘C’ station commences Nuclear
Electric should take all reasonable measures to
prevent contamination by fumes and dust of all
areas outside the site used for construction and
should consult with the local planning authority
on such measures in advance of the commencement of
the main construction programme.

Nuclear Electric, the Somerset County Council, the
West Somerset District Council and the Sedgemoor
District Council should set up a group of repre-
sentatives which should meet reqularly to consider
the question of ocbservance of conditions and
compliance with assurances. Reports should be
prepared reqularly on this question by the group
which should be made public with a copy sent to
tha Department of Enerqgy.

(4) Nuclear Electric should, prior to the implement-
ation of any consent granted, offer reasonable
facilities for the carrying out of an archaeoclogical
assessment of the 'C’ station site area by
archaeologists nominated and employed by the Somerset
County Council or West Somerset District Council and
approved by the CEGB.

These recommendations are for Nuclear Electric and the
three local authorities mentioned. (see Chapter &6)",

The Inspector’s report sets out 15 assurances which the CEGE
have offered me on such matters as off-gite landscaping,
archaeclogical assessment and arbitration. I share the
Inspector’s view that an assurance on arbitration is
inappropriate and I have not acceptaed it. No assurance was
offered in respect of prevention of fumes and dust during
construction. I have considered the Inspector’s
recommendations in respect of the issuee relating toc amenity
with great care and in the light of my duties under
paragraph 1(2) of Schedule 9 to the 1989 Act. I accept the
agsurance on off-site landscaping so far as it goes, but I
believe that Nuclear Electric can reasonably do more by off-
site screening as recommended by the Inspector to mitigate
the wvisual effect of the development. I also agree that it
can reasonably de more to prevent dust and fumes from the
construction site. 1 accept the assurance on facilities for
archaeclogical assessment, but the assurance needs updating
to be effectiva. In place of arrangements for formal
arbitration of assurances, I agree that Nuclear Electric
should participate in arrangements for the regular
monitoring of their cbservance of conditions and compliance
with assurances. For the reasons given above I have decided
to attach conditions to the planning permission I am
directing should be deemed to be granted, which will ensure
that the Inspector’s four recommendations set out above are
given effect.
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Recommendation on Costs

"T recommend that statutory objectors to the compulsory
purchase order who were represented at the ingquiries in
support of their objectionsz on the days on which
matters pertaining specifically to the compulsory
purchase order were baing considered should be paid
their costs of those days by Nuclear Electric.

Safe as aforesaid I recommand that no orders ba mada as
to costs at the ingquiries which I was appointed to
conduct.™

As already noted I have agreed the Inspactor’s Formal
Recommendation that the Central Electricity Generating Board
(Hinkley Point ’C’) Compulsory Purchase Order 1988 should
not be confirmed. I am also minded to accept the
Inspector’s recommendation that Nuclear Electric should pay
the costs of statutory objectors to the Compulsory Purchase
Order. I am writing separately to Nuclear Electric about
this. I make no further order as to costs.

LOPIES

d4l. I am sending copies of this letter to the Somerset

County Council and the West Somerset District Council, the
local planning authorities, to statutory objectors entitled
to receive them under the Inguiries Procedure Rules and to

those bodies to whom the Inspector has addressed
recommendations.

Yours faithfully

JOHN WAKEHAM
Secratary of State for Energy




Hinkley Point C: Assurances Offersd by the CEGE and Endorsed by Buclear Electric

(1) Routeing of comstruction traffic

ia) The routes to be used for commercial vehicles between the ¥ 5 and Hinkley Poimt ¢
construction site and betwsen the A 3% and the construction site during both site
praperation and comstruction shall be:
i) the Bridgwster (North), the Cannimqton (Mest) and the Canningtos ([South)

bypasses when those bypasses are available for use;
ii)  umtil the bypasses, or any of them, are available for use, the routes showm om
drawing EPC/IC 248001 /4; or

iii] as may be agresd from time to time with the local Highuay Authority.
The Central Electricity Generating Board will use their best emdesvours to ensure that
2ll vehiclas travelling to and from the Hinkley Poimt 'C' comstruction sita, whether or
not endar the direct coptrol of the Cemtral Electricity Generating Beard, follow the
routes described in paragraph (a).
The Central Electricity Generating Beard will pay the Highway Authbority the rezsonmable
costs imcurred by the Highway kutherity in erecting and maintaining during construction
gultable direction slgns identifying the routes described in peragriph (a) sbove, as
appropriata,
The Central Elsctricity Ganerating Board will inclede term 1 of the model terms set cut
In Amnex 2 to Inquiry documemt 53362, Revision C, in all contracts with contractors
invalvad in the construction of Hinkley Poimt 'C'.
The Central Electricity Genarating Board will investigats without delay complaints by
tha Highway dothority of illeged comtravention of the terss referred £o In (d) above or
allaged deviations from the routes designated under (&) above. Where complaints are
justified, the Cemtral Electricity Gemerating Board will take all reasonabla steps
under (d) above to ensure that comtractors discharge their comtractual obligationme in
this mattar,
The Central Electricity Ganarating Board will monitor reqularly the operation of the
routes designited under (2} above amd will make the results of such wonitoring
available to the Construction Consultstive Committes for Hinkley Point 'C' at the
parliest practicable date.

i2) Lorry &nd car parkisg

The Central Electricity Generating Board will include term 2 of the model terss set out in
Ammex 2 to inquiry document 53162, Revigios C, im a1l comtracts with comtractors involved
in the construction of Hinkley Point 'C* and will take all reasomable steps to ensure that
contractors discharge their comtractual chligaticms In this mattar.




(a) Plans:
HPC-MB~-002330
HPC-WB-002335
HPC-WC-002335
HPC-HE-002336
HPC-WC-002337
HPC-WC-002338
HPC-WC-002339
HPC-WC-002 340
HPC=WC=002341

{3) Accidentsl discharges

EPC-WE=-002342
EPC-EB=-02344
EFC-WE-(02351
HFC-HB-D02352
EPC-HE-002353
EPC-C-613031-500/B
EPC-0C=-A13082-500/B
HPC-0C-51 804 3-300,/B
ERC-0C-A18084=500/B

HRC-0C-61 B085-500 /B
HPC=-0C-61 BOBE~500 B
HPC-DC-618087-500 /B
HPC-OC-ELE0RA-500/B
HPC-DC-A1E045-500 /B
APC-0C-6LE001-500/B
HPC-0C-615002-500,B
HPC-0C-61 5003 -500 /B
HPC=0C=615000-500 /B

HBC=0C=TT7 840=501 /K

HPC=0C=T777 R40=R03/L

HPC=0C=TT7 B40=503 /4

HPC=0C=298 D3E=500/L

HPC=00=T77 B40=500 %

HPC=0C-298 B40-501/K

HPC-0C-298 BAD=B00/K

hava besn submitted to Wessey Water Autherity to engure the matters set out in Anpex 5
to inquiry decument 33362, RBevision €, are complied with.

The Central Electricity Gemerating Board will consult the Wessex Water Authority and
will take advice from the Autherity before making or permitting any substantial
alteration to the plans approved under paragraph (a) sbove.

The consultstion and advice referred to in paragraph (b) above will relate to any
gubstantial alterations affecting thoss items set ot In the said inmex 5.

The Central Electricity Generating Board will supply copies of the plans et out in
paraqraph (a) above and amy changes to those plams irising under paragraphs (b) amd (o)
above to the local planming autherity for informatiom.

oft-gite Iandscani

The Cantral Electricity Gesersting Board will, on the areas idestified for off-site
planting on inquiry proof of evidence CBGE 15, Figure 11, if the landowmers’ consent
and co-operation 18 farthooming:

prepare i detailed scheme for the planting and future mansgesent of trees; and/or
prepare 3 schese for the mansgesent of existing bedgerows; and

in either of the above schemes carry out and flnance the necessary plasting or works;
and

corsider further planting additional to that sbown om the said Figure 11 where the
landowner requests such planting and can desomstrate its relevamce to Hinkley Point.




(5) Iraiping of labour

(a) The Central Electricity Gemerating Board will establish 2 Local Esploysent and Traiming
Committes to monitor Hinkley Point 'C' constructionm site emsploveent requiresents; to
identify local job opportunities; to receive reports om the availabillty of relevant
local education and traiming; and to endeavour to ensure that these address
construction site job opportunities.

MNeabership of the Local Esploysent and Trainieg Committes will include repressmtitives
of contractors, Somerset County Council, West Somerset District Council, Sedgemoot
District Council amd potemtizl providers of educatiom and trainimg.

The Central Electricity Gemersting Board will establich an oe-site office for the
Praining igency s early as possible.

The Central Electricity Generating Board will include the medal tarw 3 set cut in lnney
2 to inguiry doumest 53362, Revigion €, im all costracts for om-site works of
construction of the Hinkley Point 'C' power statios,

Agcommodation for the comstruction wirk-foxce - caravan site

The Ceptral Electricity Geperating Board will use all ressonable esdesvours to obtain
and provide a site for 80 residential caravams at Domiford sither by an appeal against
the refosal of plapming permissicn dated 3 July 1989 or altermatively by am application
an an adjacent site.

[f an zpproved site camnnot be obtained at Doniferd the Central Electricity Gemerating
Board will use all reascpable endeavours, in consultation with the Incal planning
suthorities, to find, obtain planning permission for end provide an equivalsnt
alternative sita.

Archaselogy

The Ceptral Electricity Generatimg Board will permit #n archasological assessment of
the 'C' statiom site area within their ownership in autusn 1939 and vill suppert amy
requests to obtain access durieg 1989 to that other land the subject of the Central
Electricity Gensrating Board (Hinkley Poist 'C') Cowpulsory Purchase Order 1088,

During the period of szite preparstion aed comstruction the Central Electricity

Gepariting Board vill emsure, s far as is reasonably practicable, that werk will be
halted in the imsediate area of amy discovery of archaeclogical significance for a
pariod of up to two weeks to allov rescue irchasalogy to take place. ALl such rescue
archaeglogy will be under the control of the Site Mamager and will be subject to the
safety/working conditions imposed on a major comstruction site.




(e} Ihe assessment or rescue archasology is to be carried out by archasologists mominsted

and employed by Somerset County Coumcil or West Somerset District Council amd approved
by the Cantral Electricity Generating Board

(B) Permament comtractors’ etofdgs area

The Central Eleciricity Gepsrating Board will include the medel term 4 set out In Anpex
2 to inguiry document 23362, Revisioa €, in all comtracts affecting the operational
phase of Hinkley Poimt 'C'.

(9) Hoise

The Cantral Electricity Gemarating Board will include the modal ®erw 5 eat cuk im inme:
2 to inquiry dooument 83362, Revision €, in all comtracts for om-site works of
ponstruction of the Bimkley Point 'C' power station.

(10} Decommissioning

When the decisiom to cease operatioms at each station on the Hinkley Point site is
taken, the Central Electricity Geperating Beard will cossult the West Somersef District
Council, Sedgemcor District Council and Somerset Coumty Council over the proposed
progqramse for the phazed demolition of plast, buildings and structures and the removal
of cartain materials from the site.

{11) Local liajson

4] The Central Electricity Gemarsting Board will establish 2 Construction Comsultative
Committes for Himkley Poist 'C' and will arrange for it to meet on a reqular basis
during comstruction work for the exchamge of information betveen the Central
Electricity Cemerating Board and local interests affected by the work or matters
relating inter alia to the opportunities For tendering by and the success of local
pontractors. The Central Electricity Cenersting Board vill momsult with Somerset
County Council, Mest Somersst District Council and Sedgemcer District Council abowt the
composition of the Committes.

The terms of reference of the existing Local Commmity Lizisom Council will be amended
to include the 'C' station vhen it becomes operstional.

The terms of eeference of Ehe existing Emergency Plinming Cossultative Committee will
be amepded to lmclude the 'C' station cosstruction site and work-force, and In due
course, the operation of the 'C' station.




(12) Azoystic imsulation

The Central Electricity Gemerating Board vill seet the ressomable cost of sooustic
ingulation for socuplers of residential propertiss which are:

gituated along the C 132 from its junction with the proposed Canmington West bypass to
Binkley Poist; and for which

the noise level criteria of the Noise Insulatios Eequlations 1975 will be apceeded due
to traffic created by comstruction of the Hinkley Point 'C* power station.

[13) Provisjon of fire cover

e

During the constrection of Hinkley Point 'C' & similar level of fire cover will be
provided to that agreed with Suffolk Coumty Council im respect of the comstruction of
Sipewell ‘B'. This will include the following express provwision:
1} i water tender type ‘B’ fire appliance or similar vehicle;

i)  a road-going ambulance;

iii} a landrover fire appliance;

W) 2 landrover rescue wehicle;

| spacialist fire-fighting and rescee eoquipment, o9 thermal imsging camera,
hydraulic rescue pack, portable pumpe;
the recruitsent of a total of 16 firemen on @ four men par shift basis, via the
General Site Services Coptractor:

vii) the appointment of a full time Liaisem Pire Officer of Station Cfficer rank with
the principal duties of advising on recrultsent, training, fire prevestion
patrols and assessment, and Familiarisation of local fire brigades with the ever
changing site layout, in accordance vith Conditions of Costract similar to thoss
sat out a5 an sttacheent to inquiry document 33822,

viii) the entering into an iffiliatice iqreement with the Somerset Firs Brigade. The
affiliation will imclude triining, administration, supplies/uniform, equipment,
comnunication and vehicle mintenance im accordance with an Affiliatiem
Agrecpent similar to that set out as an attachmest to lnquiry document 53822,

During the operation of Hinkley Point C° the following will be provided:

1} a fully manned water tender type ‘B’ or similar vehicle; and

if) a full complement of squipment compatibla with that of other appliamces on site
and also with that of Somerset Fire Brigads,

Prior to each stage of decommissioning Himkley Point €' there will be detailed

consultation with the Scmerset Fire Brigade [or amy successor body| om the level of

fire cover appropriate during each stage of such decommizsioning.




[2) Retwrn of land to agriculiuce:
Inquiry proof of evidence CEGE 14 paragraph 52 states:

*Tha land ta be taken would nct all be required permamentlv and some 50 ha could be
returned to sqriculture as and vhen it became available."

This spplies to all the land included in the (PO for comstruction (as opposed to
operational) purposes subject to the requirement to use some land for landscaping of
comsarvation, and subject to the provise below.

In general the Central Electricity Gemerating Board will apply Circular 18/34,
Part III, as If the CEGB were & Government Department;
fi}  The interest In so much land 25 is acquired from the statutory objector, Lady

Gass, for construction purposes will be offersd back as pravided for in Circular

14/84, Part III, on the followlng basls and subiect ta the proviso below:

(a) the interest offered back will be 25 medr s may be the same as the
intersst compulsorily acquired and will be subject to am agricuitural
tenancy to Mr C F Knox if he 50 requests and terms ire agreed;
the offer back vill be made on open market terss on completion of
restoration warks:
any dispute ag to the neture of the interest offersd back or the open
market value therecf shall be referred to and Fimally determimed by 2
single arbitrator whese appointment lg to be agreed between the parties or
in dafault of agreesent who shall be appointed by the President of the
Foyal Institutios of Chartersd Surveyors.

The proviso is that if, at the timse when the offer back would ctherwise fall to be
made, or restoration to agriculture would take plsce, the Cestral Electricity

Generating Board, In assecistion with an applicatics for or grant of consent, resolved
to develop amy of the lasd compulscrily acquired under this CPO for comstruction
purpeses, and has resalved also to scquire, if necessary compulsorily, further lamd, if
any, requirad for that development, it will offer back so much of the land as is neaded
for that developsent only vhem the proposals are either withdrawn ar rejected.




@) (15 e tiest Somerset District Council Parish of Stogursay

{a) The Central Electricity Cenerating Board vill reqularly momitor the awailability and

safety conditioms of Cfootpaths WL 23,48, W 23/50, and WL 23/110 arownd the
construction site during site preparation and constroction and will notify West
Somerset District Council and the landowner of amy obstructions or bazards on those
footpathe.
The Central Electricity Gemerating Board will use their best epdeaveurs to secure the
agreament of landowmers for the suitable and adequate signposting of the alternative
aristing footpaths available during construction and, if such agreesent is forthcoming,
will pay for the eraction amd salmtenance of siqnposts at Poimt 'Q', 'B' and it the
junction of WL 23/42 and WL 23/9% mear Bell's Caravan zs showm on Plan BJL/0474.




SCOTTISH OFFICE
WHITEHALL, LONDON SWIA 1AL

The Rt Hon John Wakeham MP
Secretary of State for Energy
Department of Energy

1 Palace Street
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Thank you for copying to me your letter of § July to John Major about
your proposal 1o set up & group under Johnt Collier to congider civil
nuclear B & I

I think this a useful initiative and | am content with what you propose.
No doubt you will be econsulting further on the proup's detailed terms of
reference and ite composition. 1 would wish my officials to be kept in
close touch with the pgroup's work and [ think it would be highly
desirable for SNL to be represented on it

| am copying this letter to the Prime Minister, Tom King, Peter Lilley,
Jdohn MacGregor, Chris Patten, Michael Howard, Sir Robin Butler and
sSir Angus Fraser.
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10 DOWNING STREET
LONDON SWIA JAA

Erom the Privare Secrelary

23 July 1950

COVERNMENT OBSERVATIONS ON THE ENERGY SELECT COMMITTEE REPORT

The Prime Minister was grateful for your Secretary of
State's minute of 20 July covering a draft memorandum in responsa
to the Fourth Report from the Energy Select Committee (Session

1989-90),

The Prime Minister considers that the proposed memorandum is
a good, clear and robust response to the criticisms of
Mr. Parkinson, the former Secretary of State for Energy, and of
the Department of Energy over tha handling of the privatisation
of alectricity.

I am copying this letter to Simon Whiteley (Department of
Transport) .

Barry H., Polter

John Neilson, Esqg.,
Department of Energy.




2 MARSHAMW STREET
LONDON SWIP IER
o7l -276 3000

By rel

Your rof

LA

The Rt Hon John Wakeham MP fﬁf
Department of Energy

1l Palace Street lgh
LONDON

SW1E SHE 21 suly 1990

VDeos Seareie N Nk,
&~

Thank you for =ending me a copy of your letter of July to John
Major, about your proposal to set up a Group to consider ciwvil
nuclear R & D.

I note that the terms of reference for the Group have still to be
spelt out in detail. As my Department has an extensive radipactive
waste management B & D programme, and waste management will have an
important bearing on maintaining the nuclear option, I consider it
would be helpful if an cfficial from my Department were represented
on the Collier Group when any waste management 1ssues were to bhe
considered. I would of course expect my officials to be consulted by
the Group’'s ASSeSS0F AS NACASSArY.

I am happy for the review to be announced by means of an arranged
PO, and for reference to be made in the Environment White Paper.

I am copying this lettar to the Prime Minister, Tom King, Peter
Lilley, John MacGregor, Malcolm Rifkind, Michael Howard, Sir Robin
Butler and Sir Angus Fraser.

CeEnN L:f.a:\f\

ﬁp CHRIS BPATTEN

(Approved by the Secretary of State
and Signed in his Absence]
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Prime Minister

o[

The Energy Select Committee produced its Report on the Cost of
Nuclear Power on 27 June. A8 you ars aware 1E contained
unjuql;fied griticliam of Ceclil Parkinaon and the Department of

Energy over the handling of the privatisation of electricity. I
wrote immediately to Michael Clark the Committes Chalrman
rebuttling the criticisma but promising a full reaponse 1In due

CoOuUrse. =

e —

It is dimportant for the flotation of the electriclty 1ndustry
that I make that responae before the Recess and I lmtend to do 3o

on Wednesday 25 July by meana of &2 Memorandum to the Committee

and d?%wing attention to it by means of a written PQ.

= S -

I attach a copy of the Memorandum which you will see reiterates
pur rebuttals and also criticisea the speed in which the
Committes reported and its failure to fully analyse the evidenoe
presented to it,

I am copying this to Ceeil Parkinmson.

secretary of State for Energy

Z&July 1990
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GOVERNMENT OBSERVATIONS OH THE FOURTH REPORT FROM THE
ENERGY COMMITTEE (SESSION 1989-90) THE COST OF NUCLEAR
POWER

1. Introduction
1.1 This memorandum sets out the Government's responss to

the Energy Commitbtee's Report on "The Cost of
Nuclear Power'.

1.2 The Secretary of State for Energy wrote to the
Chairman of the Energy Committee on 27 June 1950
giving his immediate comments on some of the
criticisms in the Report. This letter is attached
as Annex A to this Memorandum. As 1t made clear,
the Government rejects the Hhﬂllr unjustified
criticisms made of the previous Secretary of State
for Energy and the Secretary of State for Scotland
and Ehe assertions in paragraph 107 of the Report
which are based on a mlsunderstanﬁing about the

relationship between nationalised industries and
government d&partméﬁfﬁ“ﬁﬁﬁ'tuﬂk insufficient account
ava;lahla tu the Cammltrae and thnae in paragraph
109 which are based on incomplete information and a
misunderstanding of the structure of the industry in
Scotland. This memorandum deals with the
recommendations summarised in paragraph 137 and the

themes underlying those conclusions in paragraph 130
of the report which are directed at Government.

The P £ Fxi i i

2:1 A recurring theme running through a number of the
Committee's comments is that the information needed
to decide whether it was practicable to privatise
nuclear power, and if so on what terms, should have
been procured earlier than in fact 1t was.

2.2 The Committee seems to have misunderstood the basis
of the relationship between a statutory corporation
and a government department. The Government does
ngt _ipterfere in the day to day operation of the
industry. The Committee would no doubt be wvery
eritical of the Departmenkt if ik attempted to take
over the responsibilities of the CEGE. Its powers

over the corporation are strictly confined to those
set out in the relevant legizlation. Even if the
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powers to require specific information did exist,
the Government could not have immediate access to
information which was not available bto the
corporation itself. As the Committee is aware, much
of the information required by the Department of
Energy was not available to the Board of the CEGE in
1988 and the did not become available unkil late in
1989. The Committee is also aware from the evidence
given to it that exhaustive attempts were made by
the Department of Energy at all levels over a
prolonged period, to obtain information from the
CEGB/National Power, with only limited success. The
pressure was also exerted at Ministerial level eg
the Secretary of State for Energy's letter of
September 1989. The only further action the
Department of Energy could have taken was to dismiss
one or more members of the Board for failing to
provide the information reguested in a timely
fashion - a course that the Committee did not put
forward. The Government therefore rejects the
Committee's criticisms that the Department of Energy
should have done more to obtain information in a
timely way.

2.3 The Committee also criticises tha Department of
Energy for not making its own estimates of private
gsackor nuclear costs before it took the decision to
privatise nuclear power (paragraph 78). Again this
misunderstands the relationship between the Board of
a statutory corporation and the Department. It is
the Board who manage the corporation and who have
responsibility for its operation. It is the Board
who sign the accounts and their auditors who certify
them as representing a 'true and fair' view of the
corporations financial position. The Department of
Energy, with a small number of officials dealing
with these matters compared to the staff of the
CEGEB, was entitled to regard information sekt out in
published audited accounts as an accurate reflection
of the corporation's financial position.

2.4 It i5 true that it was only possible to undertake a
gualitative appraisal of the impact of privatisation
on nuclear power at the time of publication of the
White Paper. It is extremely doubtful, for the
reasons alluded to By Mr Guinness (Oral evidence
question 131), whether any fuller analysis
undertaken before the decision to privatise nuclear
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power would have produced more reliable results. It
would have added very greatly to the costs of
privatisation if all the options for restructuring
the industry had been left open for a long period as
well as adding an unsettling uncertainty in the
industry. Nor is it clear how in 1987 the
Department of Energy realistically could have
Eoreseen the increases in nuclear provisions which
came to light in 1989, Even the CEGB, who were the
custodians of all the detailed technical and
financial information and had very substantial
expertise in the matter, did not become aware of the
nead to make very substantial increases in their
provisions for some considerable time.

2.5 Indeed it is fair to say that the cost-plus nature of
the electricity industry in the past had led to a
tendency to avoid analysing nuclear costs as
thoroughly and objectively as would have been
desirable (see Section 4 below). The need for such
a thorough analysis in the context of the
privatisation proposals therefore involved breaking
new ground in 1988 and 1989, particularly in
relation to the pnature and size of risks. This
process inevitably took time, although in the
Government's view some at least of the information
on nuclear provisions which became available to the
CEGB in spring 1989 should have been foreseen in
1988. In this context Mr Guinness's statement that
'vou only actually get the information you need in
ordar to reach a decision .... when you have the
actual pressure of events' (para 104) reflects the
reality of the situation and would be self evident
ke the Committee had it had first hand experience of
privatisations.

2.6 Thus it was one of the advantages of electricity
privatisation that it brought to light hidden costs,
including nuclear costs. As Mr Parkinson said
during Report Stage of the Electricity Bill: 'What
we are arranging to do is to expose these costs. So
ConGeTIEIon T h The CiosTy SY eTeCTricity and in
competition in the su [5] city and in the
153 to percent met by nuclear we will, for the

first time, have transparency; people will know what
they are paying for.' (OR 5 April 1989, col 277.)
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2.7 Finally, the detailed terms of any privatisation
necessarily involves lengthy and detailed
discussions between the Government and the industry
concerned. The Government may well have a variety
of objectives such as the promotion of competition.
Within this policy framework it will wish to
maximise proceeds. The industry, however, will want
financial, contracktual and regulatory structures
which give it the best possible prospects in the
private sector and is unlikely to place the same
priority on maximising proceeds. While both the
Government and the CEGB/National Power were
committed to privatising nuclear power, their
objectives for the contractual and regulatory regime
underpinning that privatisation were not identical.
It is hardly surprising that NP sought to minimise
any risks for its future shareholders while the
Government sought the best deal for the taxpayer. A
long and detailed negotiation was therefore
inevitable. The Government would certainly be
severaly criticised by the Select Committee and the
Public Accounts Committee if it accepted without
guestion the negotiating position adopted initially
on a variety of issues by the industry. The
Committea seem to have failed to realise that thare
was a considerable element of negotiation in a
number of the papers made available to it. If the
industry had had firm facts and figqures in 1987 and
in 1988 to back up their statements they would have
been very culpable for not putting forward such
data. The Government, however, believes that the
essence of the problem was that the industry did not
have hard facts much before it handed over the new
data on nuclear provisions in May 1989 and fuller
details on prices in October 1989.

2.B Even with hindsight a variety of different outcomes
could reasonably have been [oreseen in May 1988;
the Government took the view then, and still takes
the view, that the result was not predictable. It
would have been wrong for the Government to take at
face value negotiating statements (such as that made
by the Secretary to the CEGBE in May 1988).

2.9 The Committee failed to recognse that the Government
could not take decisions on the generalised
statements put forward by the CEGE and its advisors
in 1988. It could only take a decision to alter its
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policies when provided with the detailed facts; in
May 1989 about the provisions regquired for Magnox
costs; and in October 1989 about prospective AGR and
FWR prices and the guarantees that the banks
actually would require. It is inherent in the
privatisation process that it reveals a great deal
of additional information about the companiez to be
privatised, which has eventually to appear in the
Prospectus.

The Committee's failure to understand and give
proper weight to the above considerations undermine
the greater part of its analysis and conclusions.
In particular given the amount of evidence that was
submitted on the important gquestion of
foregeeability, including a special report by the
leading £irm of accountants, Ernst and Young, the
Government is surprised by the cursory treatment of
the subject in a single inconclusive paragraph
(paragraph 72). The Government regrets that the
Committee did not undertake a more in depth study of
all the evidence available to it and that it placed
such a priority on speed.

4. Kleinwort Benson

3.1 |The Government believes the criticsms of Kleinwort

Benson are guite unjustified. It rejects the
' suggestion in p 111 of the Report that EKleinwort

Benson underestimated the difficulties associated
with the privatisation of nuclear power. Kleinwort
Benson skressed those difficulties to the Department
of Energy at an early stage and freguently
thereafter. There were very many discussions
between Kleinwort Benson and the Department of
Energy throughout the period under review; these
reflected the state of information available to
Kleinwort Benson and the Department of Energy at the
relevant times.

3.2 The Select Committee has seen Kleinwort Benson's
letter of 11 September 1987 to the Department of
Energy which drew attention to a number of risks
associated with the nuclear business. This also
made clear that Kleinwort Benson's preliminary
conclusion was that investors would be prepared to
invest in companies with nuclear generation provided
that they were satisfied that the potential nuclear
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costs to the companies associated with the nuclear
programme were guantifiable and supportable.

3.3 In the early part of 1988, EKleinwort Benson, together
with the Department, sought to ascertain whether the
potential costs to the companies associated with the
nuclear programme were quantifiable and supportable.
KEleinwort Benson's conclusions, based on the limited
information which was available, were that these
poktential cosks were not gquantifiable or
supportable. Accordingly, Kleinwort Benson advised
that any costs (ie including consktruckion,
operational and backend costs) arising from the
risks associated with the nuclear programme would
have to be capped. These conclusions were reflected
in a number of letters and papers written by
Kleinwort Benson in the course of much of 1988.

This material could have been made available to the
Committee if they had wished; and was reflected in
the oral evidence given by Kleinwort Benson. The
Government is surprised that the Committee chose to
make such allegations without a proper investigation
of the evidence.

d.4 The Government took this adwvice and the other
information available to it into acecount when
deciding in the autumn of 1988 to include in the

Electricity Bill provisions for the fossil fuel levy
and the power to make grants to the elecktricity
companies and others in respect of the storage or
reprocessing of nuclear fuel, the treatment, storage
or disposal of radicactive waste or decommissioning
of nuclear installations.

4., The Cost Plus Arrangemenls

4.1 As the report points out, the operations of the
electricity generation industry were for many years
conducted on a largely "cost plus"” basis. This
applied both to the charging of costs to consumers,
via the Bulk Supply Tariff, and to payments for fuel
services provided by BNFL. As might be expacted,
this contractual system was a significant factor in
determining the accounting principles adopted by
the CEGE and its auditors. Whatever the merits of
that approach, it clearly did not encourage the most
gearching examination of the extent of Future
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liabilities for fuel services and decommissioning
relating to past generation.

4.2 BNFL's memorandum, submitted to the Committee and
printed as Appendix 2 to the Minutes of Evidence,
indicates that several years ago (and before ESI
privatisation was under active consideration), work
had begun on moving to a fixed price contract
system. The Department of Energy welcomed this
approach. It also encouraged BNFL to undertake a
full review of its decommissioning costs and the
consequent charges to its customers for such work.
This review wag commissioned in 1987 and completed
September 1988. Both BNFL and SSEB reflected the
conclusions of the review in their 1987/88 accounts
but CEGB did not. This is a factor contributing to
the Government's view (as recorded in paragraph 72
of the report) that, at least some of the increase
in the CEGB's nuclear provisions which appeared in
the 1988/89 accounts could have been foreseen in
time for the 1987/B accounts. The Department made
avallable to the Committee a substantial amount of
evidence on this point, including the report on the
harmonisation of accounts produced by Ernst and
Young. The Government is surprised that the
Committee apparently made little or no attempt to
study this issue or to reach its own conclusion. It
believes that a complex issue of this kind deserved
more thorough examination.

4.3 It would clearly have been desirable to have had the
informaktion about nuclear costs and prices during
1988 or even earlier, when the decisions about the
structure of the industry after privatisation were
being taken, rather than in 1989 when it evenktually
became available, However, the fact is that the
CEGE took some considerable time to come bo a full
appreciation of the implications of the move away
from "cost plus" for its accounts and in particularx
its provisions. The Department used all channels
available to it to obtain information from the CEGB.
However, since the new information that led to the
decigions of 1989 simply did not exist within the
CEGE in 1988, further efforts to obtain information
in 1988 could not have changed the view of the
financial position taken then. All the advice given
by our Advisers in 1988, and the actions taken in
consequence (for example, ko introduce Schedule 12
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into the Electricity Bill), reflected the
information available at the time including the fact
that there appeared to be considerable uncertainty
surrounding nuclear costs.

4.4 In paragraph 64 the Committee implies that the
Government should have provided a cash dowry to meet
the costs of past nuclear liabilities. "fhis is
bazed on a complete misunderstanding of the
position. It should be recognised that cash
generated each year via the Bulk Supply Tariff in
respect of provisions was either used to repay
existing CEGE borrowings or was invested in fixed
agcpts, No cash was removed by the Government other
than for these purposes, nor was the asset base of
the CEGB ever eroded as a result. Had the cash been
left with the Board the Board's indebtedness would
have had to be increased by the same amount.
However, the reorganisation of the CEGB into (as was
then envisaged) three separate companies clearly
meant the Government had ko consider the appropriate
financial framework for each of the new companies.

4.5 The Committee has been given access to a large volume
of the detailed correspondence relating to nuclear
coats and risks, although this was a small fraction
of the total papers on the subject. It has taken

oral evidence from many of those involved. All have
made clear the considerable effort devoted to
addressing these issues at all stages of the
privatisation process. The Government considers the
Committee's assertion (paragraph 105) that
insufficient priority was given to nuclear issues
flies in the face of this evidence. During the
autumn of 1988 the Department was concentrating on
the priority aspects of the nuclear guestion and
thozse aspects where the CEGB was able ko provide
hard facts. It is symptomatic of the Committeds
approach that it reached no conclusions on the
question of foreseeability of provisions (paragraph
72) when very full evidence was provided, even
though there was a conflict of interpretation, but
saw fit to reach an unjustified conclusion in this
area when there wazs a conflick between the CEGHB and
the Department of Energys' evidence. At the very
least the Committee might have taken the trouble to
gseek further evidence before arriving akt an
erroneous conclusion.




2, The Costs and Risks of Huclear Power

Fecommendations

Any costs involved in extending the lives of the
Magnox reactors should be fully and publicly
accounted for, using a rate of return on avoidable
costs compared to that of other forms of elactricity
generation and removing any distortion caused by the
fixed element in BNFL's charges (paragraph 121).

The rate of return used for appraising new
investment by Nuclear Electric should be linked not
to the standard public sector discount rate but to
the rates of return expected In the rest of the
genarating industry, and the appraisal should take
account of nuclear power's greater risk (paragraph
124).

.1 The Governmenkt shares the Committee's desire that the
full costs and risks associated with nuclear power
are transparent. The Government has made clear its
intention that full information about the costs of
nuclear power will be readily available. Much of
this will eccur through publication of the annual
accounts of Nuclear Electric and Scottish Nuclear.
Detailed accounting issues are dealt with in Section
B of this memorandum.

& The Government agrees that the risks of nuclear power
should be fully taken into account in the investment
appraisal process, whether the project is in the
piblic or private seéctor. The treaktment of such
risks can take a number of forms, one of which is
the use of discount rates higher than the 8%
required rate of return for new investment in the
public sector. Other methods include the use of
capital cost contingencies and assessment of
scenarios in which assumptions other than "best
expectation" are employed, The relative weight
given to these different approaches will be a matter
of judgement which may wvary according to the
particular risk characteristics of the project in
guesktion. Simultaneous use of high discount rates,
large contingencies and deliberately cautious
assumptions can give rise to very high cost
egtimates and it was this feature of National
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Power's October 1989 estimates which the Government
did not believe to be fully justified by the risks
the company were proposing to accept.

5.3 The judgements used to produce cost estimates and to
guantify uncertainties reflect an assessment of the
business and market environment in which the Company
operates. FPrivatisation encouraged a new approach
to risk analysis by those with the technical
expertise to produce cost estimates as well as
exposing the technical data to private sector
financial experts. This exchange and absorption of
information and attitudes took some time [(indeed it
ig 8till going on). For these reasons the CEGEB
would not have accepted that its pre-privatisation
cosk estimates were unrealistic in the environment
in which they were drawn up.

5.4 The Government shares the Committee's wish that any
appraisal of investment by HE in new nuclear power
stations should take proper account of the risks of
nuclear power. The Government also acknowledges
that in many cases, the transfer of nuclear power
risks from utilities to the Covernment does not
reduce the risk (para 44). The Treasury establishes
the required rate of return for public sector
enterprises on their new investment as a whole and

this rate was used in the Department of Energy's
assessment of the case for continuing construction
of Sizewall B, The Department also book account of
risk by the application of suitable contingencies
and by a sensitivity analysis of the main
assumptions (see also Section 9).

5.5 The Government agrees with the Committee that a case
may emerge for extending the lives of Magnox
stations. This is a matter for the management of
the company, subject to economic considerations and
to obtaining NII permission. These decisions should
be based on the avoidable cost of the additionmal
investment together with the likely benefit of the
additional output at the market price (ie without
the levy).

As the report points out the Government took steps to
relieve NMational Power of some of the risks
associated with nuclear power through the Non-Fossil
Fuel Obligation and the Fossil Fuel Levy (see




DRAFT SCB 11

Section 8 below) and risks of cost increases on the
generators resulting from regulatory change were to
be shared and underpined by Schedule 12 to the
Eleckricity Act 19B9. The full scope of the risk
sharing was set out as an appendix to the evidence
from Kleinwort Benson.

B. Accounting Practices

Recommendations

- The accounts of Nuclear Electric and SNL should be
compiled using the same accounting practices
(paragraph 128).

The Department should ensure that annual reports on
nuclear generation costs for Magnoxes, AGRg and
(eventually) Sizewell B are published in a form
analogous to the CEGB's Grey Books, and information
should be provided in the same Fform both for
Scotland and for England and Wales (paragraph T27).

.1 Nuclear Electric's accounts will include a full set
of figures based on the CCA convention, The
Government regards this as the normal basis for
public sector companies and a=s more appropriate for
capital intensive organisations operating on very
lang timescales. MNuclear Electric's Repart and
Accounts will also contain HCA information.

.2 Steps had already been taken in the 1987/88 and
1988/89 accounts to bring nuclear accounting
policies of S5EB and CEGE more closely into line for
example in the assumptions used for calculating
reprocessing costs and in the approach to uranium
credits.

.3 The work commissioned by Department of Energy and the
Scottish Dffice from Ernst & Young on harmonisation
and verification of nuclear provisions, should
further assist this process. It will be SHL's
intention to provide both historical cost and
current cost information in its published accounts.
It is important that the accounting policies used
properly reflect the particular circum=stances of HE
and SNL and the structures of the markets in which
they operate.




€.4 The Committee criticises SS5EB (paragraph 33) for
using a historical rather than a current cost
convention for measuring the returns cn capital.
Eince 1979 the S5S5EB has provided current cost
information in its accounts; and in line with the
Committee's recommendations the financial
performance of the business as a whole; in the form
of its financial target, is measured in current cost
terms. SSEB has, however, consistently used
historical cost figures to show the costs being
incurred by the business. The Scottish Office
recognises that the SSEB figures do not provide a
complete plcture in that they do not fully take
account of the aeffects of inflation and changing
market conditions over the long lives of the assets
involved.

6.5 Arriving ak current cost asset values i=s however
particularly complex in a position, as in Scotland,
of substantial surplus capacity. It is by no means
straightforward to arrive at a value for an optimum
balanced =ysktem to meet regquired demand or to assign
a value within it to a particular generating asset.
The Scottish Office was in discussion with its
accounting advisers and S5EB on these iszsues but no
conclusions had been reached when the decision was

taken to remove nuclear from privatisation. The
Scottish Office will be discussing with 5HL and its
auditors appropriate methods of valuing ikts assets
on a current cost basis.

6.6 The Government agrees that separate information about
the costs of generation from Magnox, AGR and, in due
course, PWR stations should be provided. SHL has
advised tha Scottish Office that it proposes to
account separately for its Magnox and AGR
businesses. For England and Wales the Department of
Energy and Huclear Electric will be discussing the
form in which this information will be published.
Under the Companies Act 1985 Nuclear Electric will
publish audited accounts each year and the company's
generation licence requires nuclear generation to be
segregated from other operations in these accounts.

6.7 The Committee also recommends that the information
about the costs of Magnox, AGR and Sizewell
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generation should be provided separately. Under the
Companies Act 1985 Nuclear Electric will publish
audited accounts each year and the company's
generation licence requires nuclear generation to be
segregated from other operationa in these accounts.
SNL has advised the Scottish Office that it proposes
to account separately for its Magnox and AGR
businesses. The Government considered this to be an
example of the company adopting a negotiating
position.

6.8 The Committee also commented on the tax deductibility
of provisions in paragraph B64. The Department of
Energy' s memorandum explains that the tax issue did
not in the end affect the provisions in the 1988/89
accounts. The Government did not accept the
assumptions underlying the calculations of the
possible additional provisions required as a result
of the tax problem perceived by Hational Power.

6.9 In paragraph 13 the Committee criticise the use of
discounting by the industry when making provision
for future decommissioning and reprocessing costs.
As outlined in the response to the Committea's Third
Report (1989-90) on BNFL's Report and Accounts, the
purpose of discounting is to ensure that the
customers who benefit from nuclear generation pay a

fair price, taking into account the time wvalue of
money, for the decommissioning and reprocessing work
that this involves. This i3 in keeping with
standard accounting principles.

1. The Fossil Fuel Levy

Recommendation

The Department of Energy and the Regulator should
publish comprehensive information on how the Fossil
Fuel Levy is set and the reasons for any changes
{paragraph 114).

7.1 The basis on which the fossil fuel levy is to be
calculated is set out in Section 33 of the
Electricity Act 1989, as amplified by the Fossil
Fuel Levy Regulations 1990. The amount of money the
levy has to collect is the difference between the
total cost to public electricity suppliers
(including any advanced or deferred payments) of
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elactricity supplied by them that was generated in
fulfilment of the Non Fossil Fuel Obligation (NFFO),
and what would have been the cost of that
electricity if it had been generated by a fossil-
fuelled generating station. The Regulationa specify
that this latter amount is calculated on the basis
of the average market price of electricity.

7.2 The levy is imposed ad valorem on all sales of
electricity by licensed suppliers other than sales
of levy-exempt electricity. Levy-exempt elecktriclty
is non-fossil generated electricity which has not
been purchased under NFFQ arrangements. In order to
calculate the rate of levy, estimates need to be
made of the total amount to be recovered through the
levy and total =ale revenue of leviable electricity.
Clearly, there is likely to be some difference
between these estimates and the out-turn figures.
The Regulations make provision for correction
factors to be applied to the rate of levy for future
years to take account of this difference together
with interest accrued.

7.3 The levy rate for 1990-91 was set on this basis by
the Secretary of State for Energy. The rate took
account of nuclear capacity which was to be
conkracted for under the initial HFF0O Order and the
likely contribution from renewables under the
further NFFO Order to be laid later this summer.
The detailed forecasts underlying the calculation
are commercially confidential because they depend,
inter alia, on forecasts of the electricity pool
price., But after the end of the year the amount of
levy collected during the course of the year will be
published by the Secretary of State for Energy.

7.3 The Department of Energy expects that there will be a
substantial reduction in the rate of levy over the
period to 1998, This will stem largely from
reductions over the period in the real price of
electricity purchased by the PESs from Nuclear
Electriec, expected increases in the electricity pool
price and forecast increases in electricity demand.
Beacaiuse the levy has ko be set each yvear in the
light of the latest forecasts, it is not possible at
present to be more precise about the level of the
levy in yvears beyond 1990-91.
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7.4 The levy rate for future years will be set and
published by the Director General of Electricity

Supply
8. SCOTTISH ISSUES

BE.1 The Committee concludes that nuclear power in
Scotland is no cheaper than that in England and
Wales (paragraph 34) and that SNL's output will be
subsidised by the taxpayer, distorting the
electricity market in S5cotland and between Scotland
and England and Wales (paragraph 115).

B.2 Scotland has two efficientk AGR stations. Most of the
costs associated with nuclear generation are either
sunk investment costs or inescapable back-end costs
arising from the nuclear cycle already in Erain.
Irrespective of the way in which the capital costs
are derived; the incremental [(mainly EFuel) costs of
generation from these AGR stations remain cheaper
than those of any other fuel (including gas) except
hydro. 1t therefore makes economic sense for the
stations to run at maximum oubput providing
customers with a stable source of baseload power.

8.3 The Committee recognises (paragraph 115) that a levy
would not be appropriate in S5cotland. EBecause of
the high proportion of nuclear output there is
danger that such a levy would increase average
tariffs to a level above those in England and wales.
The Nuclear Energy Agreement is designed to capture
the benefits of low nuclear running costs and
attribute a proper wvalue to nuclear ouktpukt withouk
distorting the market or undermining the competitive
position of electricity in Bcotland. Under the
agreement SNL's output will be provided at a long-
term sustainable price representing the market value
of baselcad power contracks. This arrangement
ensures that the price for nuclear output will be
neither too high to lead Eoc uncompetitiveness nor
too low to represent a subsidy to customers, Ik
therefore strikes an appropriate balance between the
interests of the taxpayer and the consumer.

B.4 Government recognised from the outset of the
privatisation process that in order to maximizse the
proceeds to the taxpayer, the high level of debt in
the eleckricity supply industry in Scotland would
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have to be addressed by capital restructuring
involving a significant level of debt
extinguishment., These considerations were
unaffected by the information about nuclear costs
which subsequently became available or the decision
to set up SHL as a separate company in the public
sector.

8.5 The Commikttee also makes reference in paragraph 115
to the financial assistance available from
Government in respect of long-term nuclear
liabilities., In the cage of SHL it would be distort
of its financial performance in respect of its AGE
business if it had to bear the cosks associated with
maintaining the wvalue of inherited Magnox
liabilities when Magnox generation has ceased and
produces no revenue flow., The Secretary of State
for Scotland has therefore relieved SHL of some of
its Magnox liabilities by entering into an agreement
under Schedule 12 of the Electricity Act 1989 up to
a total commitment of ET16 million. It should be
noted that no Schedule 12 payments will be made
until the costs to be covered are actually incurred.
Given the length of the nuclear cycle it is not
expected that cash will actually be provided from
Government funds for some time.

8.6 The "package of measures" referred to by the
Committee in paragraph 115 is designed specifically
to avoid the distortions which would oktherwise exist
both in the Scottish electricity market and between
Scotland and England and Wales. The arrangements
have bean fully explained to the European Commission
which has approved the debt extinguishment and the
Schedule 12 assistance.

8.7 The Committee also criticises the SBcottish Office for
failing to obtain information earlier on the costs
of nuclear generation in relation to other fuels,
for paying insufficient attention to its advisers
and for failing to give adequate priority to nuclear
issues (paragraphs 97-101 and 109).

8.8 Neither the Scottish Office nor the Secretary of
State for Scotland was invited to appear before the
Committee. The only evidence provided was a short
written memorandum by the Scottish Office towards
the end of the Inquiry on a narrow range of specific
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points raised by the Committee. It is regrettable
that the Committee has chosen to draw sweesping and
inaccurate conclusions from such limited
information.

B.9 Secretary of State for Scotland's evidence of 22
February 1989 referred to in paragraph 98, contrary
to the impression conveyed, the was not given to
this Inquiry but to a previous Energy Committee
Ingquiry into electricity privatisation. As the
Secretary of State for Scotland made clear in that
evidence he was using information supplied by SSEB
that "the all in direct cost of Hunterston B output
was 1.65 pence per unit compared with 2.20 pence per
unit from coal-fired output'”. (This included the
station operating costs, fuel, backend liabilities
and HCA depreciation charges). Given the higher
costs of generation from Hunterston A Magnox station
this information about the cheapest nuclear units
was not inconsistent with the Scottish Office view
that overall the costs of nuclear were broadly
commensurate with fossil generation.

The Committee has failed to grasp the significance
of the different structure of the industry in
Scotland compared with that in England and wWales and
tha fact that no new nuclear investment was in
prospect. In the context of privatisation what was
important commercially in a vertically integrated
system was the overall cost structure of the
companies. The information about BNFL cost
increases which the CEGB raised in December 1988 and
to which the Committee attaches much significance
had already, following discussions with the Scottish
Office, been incorporated by the S5EB in their
1987/88 accounts together with revised estimates of
reprocessing costs which no longer assumed a dry
store option; and the costs associated with
withdrawing from the contract with BNFL for
Chapelcross output. These adjustments totalled some
£295 million. They were taken into account in their
projections by the Scottish Office's financial
advieers, with whom the Scottish Office was in close
and continuing dialogue, and were not judged by them
to affect prospects for privatisation. The Scottish
Office and its advisers were however concerned about
the risks and uncertainties implied by these
revisions and estimates of provisions. In
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particular they emphasised the need to put the
relationship with BNFL on a more commercial basis
and during the early part of 1989 the Scottish
Office worked closely with the Department of Energy
on regulatory risk sharing arrangements. Given the
composition of nuclear plant in Scotland, the
Ecottish Office had a particular interest in
ensuring that the proposed arrangements covered AGR
as woll as Magnox generation. It is therefore
simply not the case that the Scottish Office "did
nothing to find out the cost of nuclear generation
in Scotland" and care was indeed taken to ensure
that arrangements would be made "to ensure the sale
of Scotland's nuclear output" (paragraph 105). The
information about high costs which was emerging from
the industry in the latter part of 1989 might well
have altered the Scottish Office's and their
financial advisers' view of the companies' wviability
but before those studies were complete the Secretary
of State for Energy had decided to withdraw the
nuclear stations in England and Wales from the
privatisation. In that circumstance the uneguivocal
advice from the Scottish Office's advisers was that
privatisation of nuclear generation in Scotland
alone was not a practical proposition.

9, Sizewell B

Becommendation

As a matter of urgency, the Department or Nuclear
Electric should estimate as accurately as possible
the costs of completing and operating Sizewell B
during 1fs intended life compared with the costs of
cancelling it and generating the same power from
other sources; and in zo far as continuvation is
justified by non-economic benefits, comparison
should be made with the cost of alternative ways of
achieving those benafits. The Department should
publish the estimate, explaining how it was
calculated (paragraph 118).

9.1 The Committee makes recommendations concerning the
construction of Sizewell B. Shortly before its
Report was published, the Secretary of State for
Energy announced the Government's decision to
maintain its commitment to the completion of the
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project and made public the detailed reasoning
underpinning the decision. This was done in his
letter to the Chairman of the Select Committee of 26
June 1990 which was placed in the Library of the
House together with further material from Muclear
Electric. HNuclear Eleckrie carried out a full and
thorough review of the cost of completing Sizewell B
and of the avoidable costs of cancelling the
station. As the letter shows, the Governmenk gave
Nuclear Electric's analysis very full consideration
before taking the decision. This detailed analysis
of the avoidable cost of proceeding with Sizewell B
could only have been carried out after the
announcement of the Government's decision not to
proceed now with the three other PWRs. It was
commissioned immediately after the announcemant and
has confirmed the result of the Department's work
undertaken prior to the decision of November 9. The
fact that a more detailed assessment was possible
later does not invalidate the earlier preliminary
one and which came to similar conclusions., The
publication of the Department's analysis meets fully
the Committee's recommendation in this area. A copy
is attached at Annex B.

10, The Future of Nuclear Fower

Recommendations

Sufficient detailed material should be published at
the time of the 1994 review to permit an informed
public debate before any decisions are taken
fparagraph 129).

IL Is essential that if further nuclear investment
is justified in 7994 on the grounds of diversity of
supply or reduced pollution, the economics of
nuclear power are in no way glossed over, that the
full costs and risks of nuclear power are
ascertained as closely as possible, and that the
analysis is fully exposed to public examination
prior to decisions being taken (paragraph 123).

The Secretary of State for Energy made clear in his
statement to the House on 9 Hovember 1989 (OR Col
1176) that the Government will not grant capital
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expanditure approval to the Company for the
construction of new nuclear stations by Nuclear
Electric before 1994 when it will undertake a
comprehensive review of the prospeckts for nuclear
power in the future. Nuclear Electric's performance
in bringing Sizewell B towards operation will be of
direct relevance ko the 1994 review. The exact form
and content of the 1994 review has not been decided.
However Government has made clear on several
occasiong since the November statement that the
review will be comprehensive and that it is taking
steps to ensure that much information about nuclear
costs will be published than in recent years. It
will certainly take account of the points suggested
by Ehe Committee,

Department of Energy

Ecotktiszh Office

July 1990
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The Rt Hon John Wakeham MP
Secretary of State for Energy
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You wrote to John Major on 6 July proposing a review of
Civil NWuclear R&D to be chaired by John Collier.

2. 1 agree that it is important for clear and consistent
objectives to be set for all civil nuclear R&iD, leading to Dbetter
specification of the objectives of Government's own expanditure.

i However, in my view, although it is sensible for a group
comprising members of the industry and chaired by John Colliar to
consider their own R&D, it would not be appropriate for them to
look at the strategy and policy of the nuclear R&D funded directly
by the Government. This is a point which my cfficials made in
digscussion with yours on the Efficiency Scrutiny recently. Therae
ig a risk that if the group's remit runs too widely it would
simply provide an opportunity for the industry to lobby in both
public and private for additional funds. 1In particular, it would
ba unfortunate if they toock the opportunity to challenge
Government decisions on fusion and the fast reactor. It seems to
me therefore that the group should be asked to consider the
industry's R&D, with a wview to rationalising it and focusing
mainly on safety, waste management and decommissioning problems.
We can then consider our response and the Government's own R&D -
including the balance between RED on nuclear power and on other
energy sources - in the light of independent advice from ACORD.
It is of course very important im this context to make progress
with plans to strengthen the Department's own technical capacity
for assessing nuclear R&D in the light of the Efficiency Scrutiny
before decisions on the Group's report are taken.

CONFIDENTIAL
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&. I agree therefore that the terms of reference must make it
clear that the recommendations must be on the basis of, at the

maximum, present and planned levels of Government expenditure on
nuclaar RED. But I would suggest that they went a little further
and said firstly that we intend that the industry should
rationalise its own R&D, with a view to reducing its costs, and
secondly that they must assume that the Government's share of
spend on R&D will not be increased. If the industry is to comment
on the Government's own programmes it should only be to identify
overlap and scope for rationalisation.

- I would be very grateful to have an opportunity of seeing the
terms of reference, before you make any anncuncement.

6. I am copying this letter to the Prime Minister, Tom King,
Peter Lilley, John MacGregor, Malcolm Rifkind, Chris Patten,
Michael Howard, Sir Robin Butler and to Sir Angus Fraser.

e
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NORMAN LAMONT
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INFORMAL ENERGY COUNCIL 16 JOLY

I understand the Italian Presidency has already planned some 21
informal Councils during its tenure. This was one of the first.
I attach a short report from Tony Baldry, who represented the UK,
I fear it is likely to form the pattern for other informal
Councils and colleagues should be forewarned.

We were fortunate in relation to the Epergy Council that by
diligent groundwork we were part of the general consensus and
should be able to retrieve some of the ground apparently lost in
the press reiease. We were alsoc fortunate that only the Italian
press was present at the press conference. Other informal
Councils will doubtless be considering matters on which our
position will be more isclated and which attract much more
internaticnal press attention.

Tony's report gives rise to a number of tactical questions.
Should we take the matter up in Coreper, given that the Rhodes
European Council agreed that informal Councils should normally be
limited to 7 per Presidency? Wnat level of representation might
be wise? Should we seek to bind the Presidency, at least while
it is Italian, to agreed press communigues = or would that go too
[ar towards formal conclusions?

I think we should ask officials to consider these gquestions. It

would be helpful if their advice could be ready for Ministers
before Community business starts up again in September.

,."-_j._-:w-*-""u_""—j
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JOHN WAKEHAM

RESTRICTED

e Members of Cabinetr and Sir Bobin Butlep
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LONDON SWIA 2AA
Froum the Private Secretary

19 July 1990

CIVIL HUCLEARR R&D

The Prime Minister has scen a copy of your Secretary of
State's letter of & July to the Chancellor propos=ing the
establishment of a group, under the Chairmanship of Mr John
Collier, to consider what nuclear R&D should be undertaken in
order to maintain the nuclear cption. The Prime Minister has
also seen a copy of the Employment Secretary's letter on this
subject of 13 July.

The Prime Minister is broadly content to proceed as
proposed. She very much agrees with your Secretary of State

that the terms of raference of the group need to be narrowly
and clearly defined. The Prime Minister would be interested to
see the Chancellor's and others' views on how the terms of
reference can best be drawn up.

I am copying this letter to John Gieve (Treasury), Simon
Webb {Ministry of Defence), Martin Stanley (Department of Trade
and Industry), Stephen Crowna (Department of Education and
Science), Jim Gallagher (Scottish Office), Phillip Ward
(Department of the Environment), Martyn Waring (Department of
Empleyment), Sonia Phippard (Cabinet Office) and Sir Angus
Fraser (Effic¢iency Unit).

John Neilson Esg
Department of Energy

CONFIDENTIAL




CONFIDENTIAL

l:-

10 DOWNING STREET

LOMDON SWIAZAA
Fram the Private Secretory

19 July 1990

Dutrny Jokin
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FUSION

Thank you for your letter of 16 July on future R&D work on
nuclear fusion. We spoke about this on the telephone
vesterday.

I did submit the letter to the Prime Minister yesterday
evening. She has noted that your Secretary of State shares her
concern that large-scale RED on fusion is not a good
investment. She has also noted that the Government's
negotiating position will need to be very carafully considered,

The Prime Minister is content, subject to comments from
other members of E(ST) and OD(E), to await your Secretary of
State's further proposals which will be brought forward at the
beginning of September.

I am copying this letter to the Private Secretaries of

other members of E(3T), OD(E), Sir Robin Butler and Sir John
Fairclough.

John Hellson E=sg
Department of Energy

CONFIDENTTAL
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FUSION [

My Secretary of State hazs seen your latter cf*léfﬂﬁnu* a3z wall as
the Chief Secretary's letter of 1z June and the Ssoretary of Jtate
for Trade & Industpry's lattar of 18 June.

He entirely shares the Prime Minister's concern that large scale RiD
en fusion is not g good invegtgent. He agrees that the crucial
goint is to aveid being swept along by international enthusiasm into
an ill-considered decision to conatruct an ITER devica. ThHis
deaision is howaver not likely to be taken before 1998 or 1995 and
posalbly even later. He feels therefore that we should consider
whether we are more likely to achieve our goals by opposing the
relatively cheap work on engineering design, where our present
negotiating peositicon is weak, or preparing a longer-term strategy
focuassing on the conastruction declsion. He has asked officials here
to prepare ideas on this, including the impact of such strategies on
our partners' willingness to contribute to the costs of
decommissioning JET.

My Secretary of State welcomes the Frime Miniater's agreement to
prepare a further paper. He intends to put this forwsrd at the
beginning of September, when officials here will have completed
their lobbying of our partners anpd the Commizsion for &1d with the
decommissioning of JET. By that time btoo the report of the Fusion
Review Board should have appeared, so that Ministers will be able to
gee more clearly the context in which we have to take decilzions.

I am copying this letter toc the Private Secretaries to other Members
of E(3T), OD(E), Sir Robin Butler and Sir John Faireclough.

W
ML ]
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S

J 3 NEILSON
Prinecipal Private Secretary
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Secretary of State

The Rt Hon John Wakeham MP

Secretary of State for Energy

Department of Energy

1 Palace Street
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CIVIL NUCLEAR R&D WLl Ceaues |F 2eas
Thank you for copying to me your letter qﬁ,ﬁfﬂﬂiy to John Major on
your proposals for civil nuclear RaD.

I support your proposal to set up the group which John Collier is
to chair. I should like the Health and Safety Executive [HSE) to
be represented on the group by a Deputy Chief Inspector of NMuclear
Installations and where appropriate by a representative of HSE’s
Nuclear Safety Research Management Unit (NSRMIU).

The knowledge and expertise of HSE‘sE HNuclear Installations
Inspectorate in relation to the various nuclear options and the
safety reguirements to be met would enable it to provide advice
about the future direction of developments in nuclear power. In
addition, NSRMU's reprasentation would be valuable in view of its
nuclear safety research management responsibilities on behalf of
the Health and Safety Commission and the review it is conducting
of the essential teams and facilities for providing a nuclear
safety research capability.

T‘ am copying this letter to the Prime Minister, John Major, Tom
King, Nicholas Ridley, John MacGregor, Malcolm Rifkind, Chris
Patten, Sir Robin Butler and to Sir Angus Fraser.
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Last Movember I announced the Government would revlew nuclear
prospects in 1994 as Sizewell B nears completion.

Far the foreseeable future, Government will take all major
decisions on nuelear policy and fund, directly or indirectly,
virtually all nuelear R&D. I want to ensure clear and consiatent
objectives are set for all the 2ivil nuclear R&D which the
Government, directly or indirectly, funds. We must get maximum
value for money from this expenditure and ensure it reduces the
nosts and improves the economies of nuclesar power.

It will be for Government to decide the outcome but we need to
involve the industry in this process singe they have mosat af the
expertise. They are already looking at the possibility of
rationalisation within this area and 1 want to encourage tnis

procass, 1 therefore intend
Nuclsar Electric, to chair a
nultear 'industry to consider
mal & nuclear Gph}ﬁﬂ1
- B 4

|

to invite John Collier, Chairman of
group of thise—imvolved in the
what nuclear R&D should be done to

its timescale and who should pay for

I intend to set the Collier group stringent terms of referenca Lo

ensure they address the need

to develop economic nuclear DOWEer

the scope for raticnalisaticn, and the potential for cost savings

from interpnational collaboration.
whether bodies outside the nuclear industry -

It will peed to consider
guch as

universities - might de¢ the R&D more cheaply with greater

prospects of technoleogy transfer.

A senior official from my




Department will be the Group's assesasor and I would hope the SERC
and HSE will be represented in at least part of the Group's work.
My Department will contribute to the Secretariat. The Group's
recommendations must be om the basis of, a3 & maximum, present
and planned levels of Government expenditure on nuclear R&D.

Once the Group has reached views, I intend that they should be
girculated widely ocutzide the industry for comment. In the light
of this consultation, the Government would reach its own
conclusiona which I would propose to publish. T would also want
to review the objectives of the individual programmes my
Department funds in the light of the overall conclusions. In
doing all this, we shall meet a central recommendation of &
recent Efficiencey Scrutiny which proposed that my Department
gshould oconsult widely and prepare and publish a rationale for its
nuclear R&D funding and prepare new objectives for individual
programmes.

On timing, it would take till the end of this year before the
Collier group could form views. Thereafter, I would expect the
ponsultative process to last around 3 months and the Government
toe take a further 3 months to reach conclusions,

If you are coptent, I would anmounce thisz review by an arranged
PQ before the recesa and refer to it in the nueclear chapter of
the White Paper on the Environment.

I am copying this minute to the Prime Minister, Tom King,
Nicholas Ridley, John MeGregor, Malcolm Rifkind, Chris Patten,
Michael Howard, 5ir Robin Butler and S5ir Angus Fraser.
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SIZEWELL B

The Prime Minister has seen a copy of your Secretary of
State's letter to the Chanceller of 21 June, proposing that he
should confirm today that Sizewell B will be completed.

The Prime Minister is content to proceed as proposed by your
Secretary of State.

I am copying this letter to Alan Ring (Department of the
Environment), Ben Slocock (Department of Trade and Industry),
Uriel Jamieson (Scottish Office) and Sonia Phippard (Cabinet
Office).
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PRIME MINISTER 22 June 193990

SIZEWELL B

This is a short note in suppert of continuing with Sizewell
B. Although the economiecs do not work in terms of total costs,
they do on the basis of avoidable costs. [n round oumbers,
total project costs are approximately £2 billion of which half

; A 2
are already spent or irrevecably committed. The guestion is

therefore whether a further £1 billion should be invested.

In arder to make a modest Financial return on this further
£1 billion, electricity from Sizewall B need only be sold at

——
2.6p per kilowatt hour which is less than the 3.5p reguired

i - e
from a new coal station and comparable with a combined cycle

gas turbine. Of course the total economics of Sizewell B would
fequire a return to be made on the full £2 billion which would
therefore need at least 5p per kilowatt hour which is completely

- - Em—
UnCOmpetltive.

There is therefore a f[inancial case for completing Sizewell

B although the stronger arguments are political and strategiec.

In November the Government decided to exclude nuclear electricity
from the flotation because the commercilal evidence was that

the City, and private investors advised by the city, were not
prepared to buy the CEGE's existing reactors. The argument

was never that Government had lest its faith in nuclear generation
in principle. Therefore, a decision to continue with Sizewell

B will be a reaffirmation of the Government's long term belief

in'ELis form of power.

e ———

Sizewell B should therefore be completed on the basis set out
in John Wakeham's minute. I understand the Treasury will alse
support it.

DL,
iﬁGEDRGE GOISE
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Last Autumn we reviewed the development of the PWR nuclear power,
programme in the light of the privatisation of the electricity ‘Wb
supply industry and the expected growth in diversity in fuel supply.Dtp
We concluded, and I announced in my statement to the House, that the,,)
non-fossil fuel obligation should be set at a level which could be
satisfied without the construction of new nuclear stations beyond
Sizewell B but that the Government attached the highest importande

to the successful completion and operation of Sizewell B in order to
maintain the PWR option in the United Kingdom.

We were aware at the time that the decisign to at least %ﬁﬁt?gne the
later stations would increase the costs of Sizewe B. =
Department s witness made this point at Ehe Hinkley C public
inguiry. We were not able to quantify the impact because only
Naticnal Power had the necessary information and it was not possible
to share our thinking with them. However, as soon as Nuclear
Electric was created I asked the Chairman, John Collier, to review
the Sizewell timetable and project cost in the light of the
decigion. He has now reported to me. Your officials have received
a copy of his full report and have been fully involved in subsequent
discussions with the company.

The company are confident that the project will be completed on
time. The CEGE Executive set a 72 month construction programme. To
be sure of meeting this the project leader set himself a 63 month

P . He was about five weeks late on the faster timeFable
because of prolonged high winds i1n the winter and industrial action,
but these problems aré now behind him and he is recovering lost
ground. The company believe there are no grounds for believing that

CONFIDENTIAL




CONFIDENTIAL

the 72 month timetable is at risk. We must not be complacent
tause the most difficult phase of the project is still to come and
nuclear construction has a poor history, but overall my officials

believe the project to be well managed and have found no basis for
seriously gquestioning the company s judgement.

The company's review of costs has confirmed that, but for our
decision last November, there would have been no _reason to revise
the"total cost estimate of E1870 million in 1987 prices (the year in
which the project was sanctioned). However, because Sizewell B will
now be one of a kind, the comfpany have had to revise the total cost
to £2229 million, although they propose a write-off of €199 million
to give a net tost to completion of £2030 million. The total
incréace of E359 million is due to three main factors. Certain
design costs which were to be carried by r stations must now be
allocated to Sizewell B alona (£106 million). Contractors are now
geeking to redress the loss of future work by charging more or
claiming compensation (£TZ6 million). An additional contingency
allowance (E£110 millicn) is needed because the project is now more
exposed to delay; contractors do not have the incentive of future
contracts to produce good performance and the unions are likely to
be more difficult.

I do not balieve that the cost increase is any reflection on the
management of the project. I also remain convinced, for reasons I
explain below, that it would be entirely wrong to cancel the
project. However, the revised costs will attract public comment and
will intensify pressure for cancellation. I am alsc conscious that
the Energy Select Committee review of nuclear costs is to be
published on 27 June and may well demand a review of the economics
of Sizewell B. We must therefore fully understand and be able to
explain the economics of the project. You will alsc want to
understand the public expenditure implications of continuing to
construct. I therefore asked my officials to conduct a full review
of the revised cost estimates and of the economics of the project at
this stage; they have submitted the enclosed paper. The section on
the economics has been agreed with your nffi:ials,ffhe remainder of
the paper has been prepared by mine alone. ' |wﬂ:uﬂm&@1]

The demand projections accepted by the Sizewell Ingquiry, developed
in our privatisation planning, and reviewed at the Hinkley Point C
Inguiry, confirm the need in the mid 1990s for a station of the
capacity of Tizewell B, There is no doubt that to provide that
capacity starting from scratch W& would not chose bo build a one-off
nuclear statiom. —TnE preterred choice today would probably be a
combined cycle gas bturbine (CCGT)}. However, we are not starting
from scratch; one Cthird of Sizewcll B is built and a sum eguivalent
to over half the total cost is elither spent or unavoidable. We must
therefore assess Sizewell against a CC on” an avoidable cost basis,
assuming past costs are sunk. On thiIs Pasis and taking a range of
assumptions about capital cost and discount rate, fossil fuel prices
and operational performance, Sizewell is still likely to produce at
a cost comparable to the market price for electricity and only

maTgIMEIIy higher than a CCGT. Officials have calculated that the
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cost of power from Sizewell B is likely to be between 2.5 and

3 p/kwh at an B% discount rate and about 0.25 p/kwh higher at 10%,
This overlaps the range calculated for a CCGT of 2.2 to 2.7 at B%
and 2.4 to 2.9 at 12%, the rate we expect the established generators
to lock for in the private sector. The market price in the mid
1990s is estimatad at 2.8 p/kwh.

I believe this likely additicnal cost for power from Sizewell B is
justifiable and will enable a sound publie defence to be mounted. I
glso believe that the case for cancellation disappears entirely when
the wider economic and political considerations are taken into
account.

My greatest concern is that the cancellation of Sizewell B will
either make it impossible in practice to embark on a new nuclear
programme in fufiite or mean that we could only do so after many
yaars delay. We could then ng longer bank on the nuclear option.
My officials have explained this in their paper. They have
explained that the UK would lose the expertise needed to evaluate
and manage such a programme even if, as is probable, the reactor
system is BOUGREt Irom overseas. I place greatest weight on the
almost irreparable damage we should do to the public's perceptions
of nuclear power. A future government would face a daunting uphill
taEr win public support for a new programme if Sizewell B were
abandoned. Ewven if successful, this would take considerable time
and the public inguiry process would be much extended. Industry
would also have little confidence that we would stick to a new
programme. All these factors would increase the costs
substantially.

I do not believe it is sensible effectively to abandon the option
now, whilst the uncertainties about the greenhouse effect and future
fossil fuel prices remain S0 great and nuclear power is one of the
few proven sclutions to both problems, I cannot say that nuclear
power will be an essential part of the UK's response to the
greenhouse problem. But it must be premature to rule it out now.
Nor do we want to do anything to make more difficult for other
countries to rely on nuclear power for this purpose. We should also
recognise that our commitment to stabilising greenhouse gases at
1990 levels by 2005 will become more difficult if Sizewell B is not
completed.

Similarly, we cannot establish now that nuclear power will be needed
in the foreseeable Ffuture to replace fossil Tuel consumption and
stabilise fossil fuel prices, although In the long férm 1 believe
nuclear power will be essential as ,these fuels cease to be
available. However, most commentators are concerned that the oil
supply/demand balance will harden in favour of the suppliers,
including OPEC during the 1990s. If that happens, all fossil fuel
prices will increase together; diversification of the UK electricity
industry from coal to oil and gas will not alleviate the problem.

As the position of the suppliers improves, we can also expect
security of supply to weaken. OPEC might try to assert its new
strength by reducing supply. We can also never rule out the
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possibility of renewed difficulti industry. MNuclear
power cannokt be nde avarn;gpt to respond to oil shocks but
those countries which can only respond slowly to the need for

alternatives to fossil fuels will eventually suffer the greatest
comparative disadvantage.

The uncertainties in the environmental debakte and fosgil fuel
markets lay behind my proposal to colleagues last Autumn that the
future of nuclear power should reviﬁuﬂﬂ_in_lggj. By then we will
know whether Sizewell B has been built to time and cost and the
wider environmental and economic uncertainties will to some extent
be clarified. Colleagues accepted that proposal. The cancellation
of Sirewell B now would completely pre-empt that review. BSuch a
step would be most dAifficult to defend so socon after the review was
announced; nothing has happened, either to clarify the factors which
will inform the review, or to undermine ocur confidence in the
management of the project, to call into gquestion our earlier
decisions.

For tha reasons I have set out above and are covered in my
officials' paper, I believe that it is right to continue with the
Eigjggt. I hope you will agree with this?” From the mid-1990s

izewell is expected to earn up to £100 million per annum and, if no
other stations are built, by 2015 that will be Huclear Electric's
only income to offset against the heavy costs of decommissioning the
Magnox and AGR stations. We must also recognise that the Commizsion
could seize the opportunity of cancellation to review the NFFO and
levy with severe conseguences for NE's cash flow. Officials believe
that it might be possible to save up to £50 million in one year of
the PES period by a combination of bringing forward and deferring
expenditure from other years. I should be happy to discuss the
precise scope for such savings with you in the forthcoming IFR
round.

The revised cost is for Huclear Electric to announce and defend in
the first instance. I shall, however, need to confirm our
commitment to the project at the same time. The Energy Select
Committee will publish its report on nuclear costs next week,

27 June. 1T expect them to call for a review of the economics. I
see great advantage in being able to pre-empt this report by
announcing on 25 June, either in First Order Questions or in the
debate on energy, that we have undertaken such an analysis and can
confirm that Sizewell B will be completed. If possible, I should
therefore welcome your reaction by the end of this week although I
appreciate that this iz a very tight timetable.

I am copying this to the Prime Minister, Malcolm Rifkind,
Chris Patten, Nicholas Ridley and to Sir Robin Butler.

JOHN WAKEIIAM
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FUSION

The Prime Minister has seen a copy of your Secretary of
SEtate's letter of 5 June to the Trade and Industry Secretary. She
has also seen a copy of the Chief Secretary's letter of 12 June
ocn this subject.

The Prime Minister understands that your Secretary of State
ie considering further what the Government's stance might be at
forthcoming EC discussions on the JET fusion programme and its
possible successor ITER.

The Prime Minister is not attracted to the approach set out
in your Secretary of State's letter of 5§ June. In essence,
although it is not Government policy to permit further research
work on fusion, the Department of Energy paper proposes
acquiescence to the Commission's plans for extending the JET
project and initiating ITER. She appreciates that such an
appreach might help generate funds towards meeting the costs of
de-commissioning JET. But, like the Chief Secretary, the Prime
Minister doubts whether this represents value for money - bearing
in mind the potential huge cost of the ITER programme were it to
be pursued in later vears,

The Prime Minister would be content for your Secretary of
State to prepare the further paper proposed following further
consultations with the Chief Secretary and with the Commission.
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John Neilson, Esqg.,
Cepartment of Energyv.
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COMMUNITY FUSION PROGEAMME

Thank you for your letter.nf 5§ June outlining your proposed
strategy for negotiations with our Buropean partners on the
new Community Fusion Programme {(CFP) and the extenszion of
JET.

I agree with you¥overall approach with reflects the
discussion at EQO. I shall be interested ko hear the
outcome of ocfficials’ discussion with the Community
partners - and receive your further recommendations in due
course.

r
I am sending copies of this letter to the Prime Minister,

Members of E(53T) and OD(E) and to Sir Robin Butler and
8ir John Fairclough.

{
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The attached minute (Flag A) from the Energy Secretary sets out a
tentative line to take in EC discussions on the JET fusion

—_—
programme and its peossible successor ITER. At Flag B is a letter
TTom the Chief Secrefary objecting to The proposed line. And at

Flag € is a short, but incisive, note from the Policy Unit.

—— o p—

In assence, the Department of Energy paper proposes acgquiesence
to extending the JET project, and initiation of ITER. In return,

it iz thought this will help generate funds from the EC towards

meeting the costs of decommissioning JET, which the UK accepted

in 1977.

e

This is a rather odd approach. First, as the paper acknowledges,

it is not CGovernment policy to pursue R&D on new fusion projects.
. . : T :

Secondly, getting a contribution to decamm1551uﬁIﬁE_JET 15 @ pooT

benefit for allowing the ITER programme to go ahead - with its

{mila™

potentially huge costs in later years. Pl Mg gﬁp““;JJ:wf
woddt o frackin” 1 sbesbots” oot

Howaver, the Department of Energy letter exhibits a certain

degree of uncertainty about whether the Department's proposals

: e Sl ;
are right. The Energy Secretary offers to write again after
-___-—-_' - - ] i i
further internal consultation and discuszions with the

I I _'_-_-__. -
Commission, setting ocut a final strategy.

Are yvou content for him to prepare a further paper?

T |
Do you want to make the points above @E_that the l'."-sﬁ_(;-"

proposed negotiating stance seems weak, when Government
policy is not to promote further research on fusion, and
would seem to represent poor value for money?

BARRY H. POTTER
15 June 1990

c:h\economichfusion (kk)
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JET FUSION

I menticoned to you that it is important to resist pressures to

increase spending on JET and its proposed successor ITER . Thesa

pressures began in the run up to the decision on the Second Framework
programme last aufumn - see extract from the EC working paper attached
with my handwritten commentsz at the time (part of my briaf to Paul
Gray dated B/12/89),

The Department of Energy paper; while arguing against any poliecy
reason for pursulng fusion, proposes that we should meekly acgquiesce
{it actually uses the work in Paragraph 34 of the annex) to extending
JET and the initiation of ITER in order to buy goodwill for EC help
towards JET decommission.

The appalling weakness of such a stance is well set ocut in the Chief

Secretary's minute which should be strongly endorsed. There is neg
vase for overturning the E(ST) decision of 1588, least of all in

*acquiescing® to a programme we don'‘t believe in!

Lty
_..r/.i

GEORGE GUISE
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take more sccount of problems associated with degradation of the environment
(soils, water, forests), & basic factor in the development of agriculrure.

ENERGY

Two main problems have surfaced during the past decades in this vital area:
Europe's dependence on imports (45 %) and the damage to the environment due
to energy production and consumption To assure and improve Euwopean
competiiveness, the challenge is thus two-fold : improving supply security and
developing economically viable "clean” energy technologies. In order to optimise the
production of energy and its use whilst limiting to 8 maximum the envirorumental
impact, it is necessary to deploy a panoply of production techniques and 1o establith
a suitable framework for their combined use. In consequence, the Community
technological opdons address varlous aspects of energy procuction and use. Their
ratonale is differsar for different technalogies @ for non-nuclear energies, European
norms and 8 common approach as to their impact on the environmen:; the
development of a common approach to nuclear fission safery; and pooling of
resources for fusion development.

L

it

s“’ﬁ_; propesed to maintain & constant level of support for energy research in real
terms; in efact, it concerns a sector where the principle of subsidiarity must be fully
applied; much of the research is already performed at naticnal level, both public
and private. Communiry resources allocated 1o fousil and renewabie energies and use
of energy should represent from 10 to 15 % of the envelope foreseen for the Gfth
action, 23-27 % being allocated to nuclear fission safery.

o~ Thermonuclear fusion research, in view of the scale of the programme envisaged,
to 60 % of the amounts exvisaged for the whole of energy
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secretary of State
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HINELEY POINT C PUBLIC INQUIEY
kg 14 " )IL__J._.'I. Ll EARUNET |
Thank you for your letter of §#EE;E,

I agree with your proposals for handling the Inspactor's report: an
early announcement of a decision in the late summer and an
indication that the Inspector’'s report will be published with the
decigion. It is helpful to me that you are aiming for a declsion
date before publication of the White Paper on the Environment.

On the text of your Answer, you could delete the word "major" in
line 5.

1 agree that we can decide later whether we should issue two
sepacate or one joint decision letter.

I am copying this letter to the Prime Minister, Geoffrey Howe, other
Cabinet colleagues, and to Bir ERobin Butler.

\ \
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XiE

P E:)Cﬂar S PATTEN

(Approved by the Secretary of State
and signed in his absence)

MeLriLih Farin




RESTRICTED
THE RT HON JOHN WAKEHAM MP

FESHNY O
AT
fra 3 .\_H::_._; g

| g Ml ='-:: % )
Z !

| |
eiie
L R
Departrmant of Enangy
1 Palace Streat

London SWIE BHE
0T1 238 3290

The Rt Hon Chris Patten MP
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Department of the Environment
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HINKLEY POINT C PUBLIC INQUIRY

Michael Barnes QC, the Inapector appointed for the Hinkley Point
C PWR Publie Inquiry has now submitted his report to us jolntly
following his appointment under the Electricity Act and the Town
and Country Planning Act 1971 in connection with Nuclear
Elactrico's application to construct a FWR at Hinkley Point.

The Inspector's report contains B8 formal recommendations,
ineluding the recommendation that the Hinkley PWR should receive
planning consent. Two of the recommeandations - on the stopping
up of lecal footpaths-fall to your Department. Although we shall
each need to take our own decisions, there will clearly need to
be ¢lose co-ordination between our officials. And I also think
it would be sensible if at all possible to anncunce all the
decisions together at the same time. We can decide in due oourse
whether we should i1ssue two separate or one joint decision
letter.

I have been giving some thought to the timing of a Decision
Lettar. The report runs to 3300 pages and is even longer than
the Inapector'a report on the Sizewell B FWR. I believe a
decision before Parliament riees this summer i3 not practicable
given the size of the report and the need for it to be thoroughly
e3ssessed before a decision is reached. Delaying the decision
until Parliament resumes would leave little time before the
publication of prospectusesa for the privatisation of the
electrielity distribution companies; ideally the decision should
be announced at least a month béfore the issue of the Pathfinder
prospectus on ¢ November. This points to a decision date in
early/mid-September. I would welcome your agreement that we
should aim for this date, and that this will not pose problems
for the timing of your White Paper on the Environment. We can no
doubt expect some criticiam that a decision is being taken whilst
Farliament is in Recesa but I hope that the statement which I
made on 9 November last year about the postponement of further
nuelear power atatlion approvals until at least 1994 will remove
some of the controversy and much of the immediacy from the
present decision.
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1 understand the normal practice with major public ipgquiries is
to publish the Inspector's report at the same time as the
decision letter. In the case of Sizewell B, our predecessors
agreed to publish the report early as the basis for a
parliamentary debate, but I do not think it is neceszary to make
Such an exception Ln the case of Hinkley G, which is essentially
a replica of the Sizewell B PWE. It would, however, be
appropriate to inform Parliament at the ocutset how we propose to
nandle the publication of the Inspector's report, and I attach a
draft PQ and answer which sets this out. I would welcome your
agreement Lo the text by this Friday if possiblae pleasa.

In taking the decision on Nuclear Electrioc's application we are
of course in a quasi-judicial position. It is most impoPtant
that we and colleagues do not comment on the Report or on the
case for Hinkley Polint C before the decisiocn is taken. Mcreover,
the Inspector's report is wide ranging and the Government must
therefore be cautious in what it says about nuclear matters wider
than the Hinkley Point C application itaself. I should therefore
be grateful if colleagues could avold any commeants on Hinkley
Point C; and it would be zafesat te confine comments on nuclear
power merely to general statements or reastatements of what we
have previous said. Officials in my Hinkley Unit {(telephone

Q71 276 8929, fax 071 276 8917) would like to be consulted on any
proposed public statements on wider nuclear issues.

I am copying this letter to the Prime Minister, Geoffrey Howe,
other Ministerial colleagues, and to 3ir Hobin Butler.

- Py )

.«@s\___

JOHN WAEKEHAM

RESTRICTED




Q. To ask the Secretary of State for Energy whether he has
received the Inspector’s report from the Hinkley Point C
Public Inquiry and when he intends to announce his decision
on Nuclear Electric’s application and to publish the

report.

A. I have just received the Inspector’s report. I shall
not be in a position to reach a decision on Nuclear
Electric’s application until I have thoroughly considered

it, pbut I hope to reach this position by the late summer.

The normal procedure for major planning inquiries is for the
Inspector’s report to be published at the same time as my

Decision.

I intend to follew this procedure in the case of the Hinkley

Point C Inguiry.

Ref: AZa
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EC RESEARCH COUNCIL : 26 FEBRUARY: FUSION

As you will remember from discussions on the Framework Programme for
R&D, the new specific EC programme for fusion will involve strategic
decisions, which could have major financial impacts well after 1934.
The most important are the proposals for a further extension to
JET’s life and for a start of engineering design work on a larger
successor device to JET, possibly in a continuation of the present
ITER collaboration in which Euratom, Japan, the USA, and the USSR
are co-operating in a limited conceptual design exercise.

ITER comes to an end at the end of this year and as you will be
aware it was always intended that ITER should be a self-contained
exercise: the UK insisted that there should be no commitment to any
continuation of the work. The scientific community involved is
predictably keen to move forward to engineering design work and are
seeking to continue the collaboration. The Commissicon’s Fusion
Directorate is involved in these discussions. My Secretary of State
fears that they are moving ahead too fast and may entangle the
entire EC in expensive political commitments. He has asked if your
Minister would use the opportunity of the lunch time discussion at
the Research Council to sound a note of warning.

In this context, the Commission should also be reminded of the

importance which we attach to the promised evaluation of the
Community Fusion Programme. The panel was only set up after the

CONFIDENTIAL
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Framework Frogramme decision, despite continuing pressure from
ourselves and other Member States; I believe that it is to have its
first meeting next week. My Secretary of State feels we should make
it clear that the panel must be given time to do a proper job and
that the Council must have time to digest and discuss the report
before deciding on the Community Fusion Programme. The need for
full and informed decision must be the first priority. Despite the
Commission’s insistence, their timetable of securing a Council
decision at the Joint Research Council is artificial; the key date
should be JET's need to know where it stands by the end of the year.

My Secretary of State hopes therefore that your Minister will agree
to use the opportunity of the lunch to register our concerns. (I
understand that UKRep have already told the Presidency that you may
do so0). ERelevant pointe to make are:

i} do not want to discuss the substance of the programme
but the timing of our decision. There were suggestions
that we should aim at decision in June. But major
strategic issues will need full discussion. Do not think
that we should commit ocurselves to a rushed decision. JET
does not need a decision until later in year:

in particular, the evaluation report is of great
importance to us all. Panel must be given proper time to
get to grips with the major issues. I shall not want to
take decisions until the Council has time to digest
report;

till then, we must all reserve our positions. Commission
must therefore proceed very carefully at any meetings of
ITER Council. Must aveoid anything which could be
consldered as a political commitment. This may make
discussions of a possible site in Burope especially
delicate;

should like to comment on problem of decommissioning.

Our recent experience with earlier types of power stations
shows the need to plan dismantling and decommissioning
well ahead, and indeed to take account of decommissioning
in the initial design. There are lessons here for JET and
for any next step.

I am sending copies of this letter to Charles Powell at No. 10, and
to the Private Secretaries to the Chief Secretary, the Foreign and
Commonwealth Secretary, the Secretary of State for Education and
Science and to Sir Robin Butler, as well as to Sir John Fairclough
and Sir David Hannay in Brussels.

W
1 oWy

j?ﬁ&

JOHN NEILSON

Principal PFrivate Secretary
CONFIDENTIAL
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From e Brivate Secrerary
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SIZEWELL B CAPITAL COSTS

Thank you for your letter of
22 September which the Prime Minister has
sean. She has noted that the CEGB intand to
inform the Hinkley Point C Inquiry teday of a
prospective increase in the capital costs of
Sizewell B.

I am copying this letter to John Gieve
(HM Treasury), Carys Evans (Chief Secretary's
Office}, Uriel Jamieson (Scottish Office) and
Ben Slocock (Department of Trade Industry)
and Trevor Woolley (Cabinet Office).

FAUL GEAY

Chris Strutt, Esqg.
Department of Energy
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SIZEWELL B CAPITAL CODSTS

In the Secretary of State's absence in Canada, Mr Spicer falt that
the Prime Minister would wish to know that we have just learned from
the Central Electricity Generating Board (CEGB) that they intend to
inform the Hinkley Point € Inguiry on 25 September of a prospective
inerease in the capital costs of Sizewell B. This prospectiye
increase 18 of the order of 10% on an estimate notifisd to the
Inquiry of £1691 million in "mohey of the day" and including initial
fual or £1640 million at April 1987 prices, but excluding initial

fual. B

The Board say that any increasa in capital costs would be likely to
become known, whether through contractual negotiations with the

alectricity distributicn companies or in soma other way, and that if
this occurred after the Inguiry had closed but bafore the Inspector

had completed his report, he might well feel gbligad Lo re-cpen the
Ingui;x to enabla the new cost figqures to™be scrutinised, If Che
cos ncreases became pua ¢ later, for instance aftar the Sscretary
of State’'s decision on the consent application, opponents might have
grounds for calling for a judicial review of a decision favourable

to the Board, particularly if it became clear that the new cost
information had besen available bafore the Inguiry was concluded.

It is of course for the Board to decide what evidence they wish or
need to present to the Inguiry. Although the CEGB must evidently
make this announcement to the Inguiry, this does not amount o
acgeptance by them of the HEE estimate. We have insisted they enter
into urgent negotiations with the contractors with a view to
reducing the new price. They will be saying at the Inguiry that

they are determined to take every action to keep any increases to a
minimum and to maintaln control of the project.

Officials have also made it clear that Ministers would be most
concerned 1f the Board accepted, without making every effort to
achiave a reduction, an increase of up to 10% in the costs,




particularly at such an early stage, The Bopard themsalves emphasise
that the prospective increases are subject to intensive review, and
that the Board is in no way committed at this stage to accepting any
increase, and will be acting through its project management
organisatlion to explore the possibllity with the contractors of
avolding or reducing cost lncreases or achieving compensating
savings elsewhere so that the total cost estimate can remain
anchanged.

It is elearly most unsatisfactory that the potential for such a
large cost increase should occur at this early stage in the preject,
and we shall be continuing both to demand full explanations and to
insist that the Board take a firm grip of the project. However,
given that the Board's Counsel will be making the potential for the
inecreasas publiely known on Monday, my Ministers wished you to have
Lad?ancu notica.

I am sending copies of this lettaer to the Private Secretaries to the
Chancellor, the Chief Secretary to the Treasury, tha Secratary of
Ztate for Scotland and to the Becretary of State for Trade and
Industry.

Lfﬂ ™)

Chss

CHRIS STRUTT
Private Secratary
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The Rt Hon Malcolm Rifkind MP

Secretary of State for Scotland

Scottish Office

Dover House

Whitehall

SW1A 2AU (v september 1989
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FROPOSED EDEP AT DOUMEEAY .

Thank you for your letter of 27 July. I have also seen
Chris Patten's letter to you of 14 August.

I am content with vyour proposal to accept the Reporter's main
recommendation that outline planning consent should be granted.

I understand your reasons for wishing to retain a role for the
Secretary of State in considering the detailed plans for the
plant, though I believe we should be careful lest a ratchet
effect is created.

The guestion of leukaemia clikters, which was raised by the
Reporter and which has also been raised at the Hinkley Inguiry,
needs careful handling. As you say, the second COMARE report
does not add to the factual information about the west Thurso
cluster which was available at the public ingquiry. Attaching
special conditions in the case of EDRP would certainly be seen by
objectors as an Iindication of growing Government concern. This
would not be justifised on the basis of the evidence so far
considered by COMARE.

I do not have any difficulty with your proposal that the
applicants should prepare an updated envirommental assessment
before construction is allowed to commence., This will have to
cover a wide range of issues. T do not think it would be helpful
at this stage to single out particular aspects which you expect
the environmental statement to contain, when others may be
agually or more important at the time. I should therefore be




grateful if you would consider amending the proposed conditions
relating to the updated environment assessment to delete the
words in the first sentence after "Movember 1985". This would
not change the substance of the condition - an updated
environmental statement would have to include a description of
the likely significant direct and indirect effects of discharges
and emissions from the plant - but I believe it would help the
presentation of the decision considerably. You could explain the
reason for amending the Reporter's recommendation in thiz respect
by reference to the arguments in your letter about outline
Planning consents. If you are asked what account you took of the
gecond COMARE report, you could say that the guestion of the
effects of discharges and emissions from the plant will be one of
the subjects which will be included in the updated assessment
which you have regquired the applicants to submit.

I believe this presentation would be better than drawing specific
attention to the guestion of leukaemia clusters, which might well
be the effect of the proposed wording at present.

1 am copying this letkter to the Prime Minister, John Major and
Chrie Patten,

JOHN WAKEHAM
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Possible Supply of Nuclear FPower from France

(7 LA

Thank wyou for the tcpyféfﬂﬁﬂur letter of B August
to Paul Gray asbout PowerGen's discussions with EDF on
importing French nuclear generated electricity. There
would be advantages in such an arrangement. Others in
additicn to those you mention are that it would put us
in a better position to counter European Cammisgsion criticism
eguating the non-fossil fuel provisions of electricity
privatisation o a zfa¥e aid.

I am copying this letter to the Private Secretaries
of the Prime Minister, the Chief: Sedretary and Sir Eobin Butler.
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(R H T Gozney.:
Private Secretary

5 Hagdrill Esg
Private Secretary
Department of Energy
Thames House South
London SW1
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PROPOSED EDEP AT DOUNREAY
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Thank you for copying to me your latter ;ﬁﬁ’iﬁu
aboult wour propossd decision on the E0DBRD . i

vy .

I agree that the developments since the closure of the inguiry,

and the pnresclved issues present some difficuleties. TIn the
circumatances, I am content with your proposed decisioen. 1
consider that the condition on the need to update the
pnvironmental impact assessment is the right way

I am copying this letter to the Prime Minister, John Wakeham and
Jonn Major.

CHRIS PATTEN
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Private Secretary to P . j

Prime Minister P M AP

10 Downing Street e T
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The Chief Secretary has seen a copy of Stephen Haddrill's letter
of B August to you about PowerGen's discussion with
Electricite de France.

The Chief Secretary has asked me to indicate his support for the
proposal that PowerGen should continue with these talks. Firm
contracts will add to diversity, offer the prospect of a lower

non-fosgil levy to assist the process of agreeing contracts with
National Power.

I am copying thies letter to the private secretaries of the Foreign
Secretary, the Secretary of State for Energy and Sir Robin Butler.
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10 DOWNING STREET
LONDON SWIA 2A4
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Thank you for your letter to Paul Gray
of B August about the preliminary discussions
which PowerGen is having with the Electricite
de France for the purchaszse of dedicated nuclear
power from one or possibly two French PWERs.
The Prime Minister has seen and noted this.

I am copying this letter to John Gieve
(Treasury), Stephen Wall (Foreign and Commonwealth
Office) and to 8ir Robin Butler.

CAROLINE SLOCOCK

Stephen Haddrill Esgq
Department of Energy
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Paul Gray Esg
Private Secretary to
The Prime Minister
10 Downing Street
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I am writing about preliminary discussions which PowerGen is having
with Electricite de France (EDF) for the purchase Bf dedicated nuclear
power Erom one or possibly two French PWRs. These negotiations are at
the earli®St stage but my SecreEary of State felt that the Prime
Miniskter would wish Ec be kepk informed.

Bob Malpas, the Chairman designate of PowerGen, has been anxious from
the outset to keep open the option of PG entering the nuclear field.
He reaffirmed this aim to Mr Wakeham last week. To this end, PGS has
taken a stake in the design for the small safe integrated reactor
(S5IR) PWR and in due course might wish to build nuclear stations in
the UK. A second nuclear generator would be a m&jor boost for our
nuclear and di“erEitf:ii:EEEEIE:EE%EEEEEEH' It would also introduce
an &lement of competition into nuclear generation, which is sorely

needed.

A deal with Electricite de France (EDF) could take a number of forms
involving the outright purchase of new or old French PWRs, leasing
them, o firm contracts to purchase power from them. The key Eactor,
however, is that in all cases the pow would be guaranteed and
ignuxe. The electricity provided under the existing interconnector
ontract is not £irm but intercuptible, and does not come from any
particular source, althoogh French electricity is, of course,
predominantly nuclear generated.

PowerGen have only had one meeting with EDF, who expressed serious
interest. A further meeting 1s planned later this month. It remains
to be seen whether the figures are right and a deal can be struck
subject, of course, to agreement by the two Governments. Any deal
would initially use the existing interconnector, although it could
pessibly be economic Eo build a new interconnector in due course.
(PowerGen are currently working out whether the fact that French PWRs
are 40% cheaper than the Sizewell family will be sufficient to offset
the cost of a lean interconnecror, not the CEGB gold plated model.)

=
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If PG signed a contract with EDF for dedicated PWR electrieity, it
would, of course, be counted towards the Non-Fossil Fuel Obligation
[HEFO] .

There are considerable attractions in letting PowerGen pursue their
discussions. A major consideration is that a PG/EDF deal should
provide much needed competitive pressures on Wational Power's PWR
progcamme. We are at the moment discussing witbth HNational Power the
PWE contracts that they are to strike with the Distribution Companies.
Mot surprisingly, they are negotiating hard and claiming the need for
high prices. Their latest estimate is that the four PWRs might cost
£10 billion at ocutturn prices and provide electricity at over Sp/EwH
coMpared with 2.50-3p/KwH From a coal SEAbion. Hatlgnal Power and
their bankers are arguing that they would have to share the financing
burden with the Distribution Companies and are seeking a range of
guarantees from the Government under Schedule 12 of the new
Electricity Act for unforeseen cost increases in the backend of the
PWR fuel cycle and decommissioning. They argue that without a
combination of such guarantees,; high premia and low risk, the company
will not be floatable despite tha deciesions we have just taken on
Magnox. It is difficult at this stage of the discussions to be clear
just how much of this is simply negotiating tactics. However, the
figures are clearly worrying and we are investigating what can be done
Eo reduce MP's demands to more realistic levels. Real compatition
will increase the chances of this happening. The prospect of an
alternative way of meeting our objective of maintaining the
availability of secure nuclear power at its current level could turn
out to be wital.

We will report further following the second round of PG's discussions
with the French.

I should add that we are loocking at tweo further policy ﬂphlﬂﬂs to
strengthen our security and diversity of supply, hotably against the
HMUM. First, the possible extension of the lives of the Magnoxes
beyond 30 years - after their hige DECKENd CONLS have oeen amortized
over their 30 year life, their variable costs should be low.
Secondly, greater use of gas. It is paradoxical that while the most
economic fuel at the moment is gas, we currently burn hardly any gas
at all. other than nuclear stitibns, a very high proportion of new
stations over the next decade are likely to be gas-fired, if the
macket is allowed to choose.

I should be grateful if this matter could be treated in strict
confidence and this minute copied only to those with a clear feed to
know. I am sending coples to the Private Becretaries to the
Chancellor, the Foreign Secretary and Sir Robin Botler.

\f'—ﬂm—_a B aghS
S5 HADDRILL \-]~ ‘{;_{L-ﬂ,_,_h
Principal Private Secrgeary
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FPROPOSED EDHP AT DOUNREAY

As you may know 1 have before me a planning application from the United
Kingdom Atomic Energy Authority and British Nuclear Fuels for outline
planning consent for the construction and operation of a Furopean
Demonstration Reprocessing Plant (EDRPT at Il%” in Caithnesg. The

application was submitted as long ago as May and following a publie
inquiry in 1986 the Reporter submitted his report to me in March 1988. I
am writing to inform you of the decision | have reached on the
application, which I hape to announce in September.

Although this application enjoyed the support of Highland Regional
Council, the planning authority for the area, it was strongly opposed by
the Islands Councils of Orkney, Shetland and the Western Isles, a number
of national environmental grodps and several groups of local residents.
Representations were also made aguinst the proposal by a community on
the west coast of Norway. The public inguiry sat for 95 working days,
making it by some way the longest such inquiry ever held in Secotland.

Since the inguiry closed there have been a number of developments which
in the view of the objectors have strengthened the case against the
proposal.  Firstly the Commities on the Medical Aspects of Radiaton in
the Environment (COMARE) published their second report dealing with the
possible Increased incidence of leukaemia in young people near the
existing Dounreay nuclear establishment. The Committee concluded that
there was evidence of a raised incidence of leuksemia among young people
hving in the wicinity of Dounreay, and that this evidence, taken in
conjunclion with that relating to the area around Sellafield, tendad to
support the hypothesis that some feature of the nuclear plants leads to an
mncreased risk of leukasemia in young people living in the vicinity of those
plants, The Committee recommended a number of further studies of the
issue. Secondly Cecil Parkinson announced last July the conclusions of
our review of the fast reactor programme, involving a sharp reduction in
expenditure and the phasing out of funding of the existing establishment
at Dounreay. Thirdly the European collaboration has altered its sirategy
and noe longer envieages, as it did at the public inquiry, that three fast
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reactors would be buill in sequence to different deeipne in different
countries. Instead it is proceeding much more cautiously and on a much
lere urgent timetable. Taken together with Cecil Parkineon's statement
this hag led opponents to conclude that the EDRP is now most unlikely to
be sited in the UK, a view which the UKAEA itself has appeared to
confirm in some of its public statements.

In addition, the decision by Nirex to select Dounreay as one of the two
gites in the UK for further investigation as sites for a national repository
for intermediate and low level nuclear waste has led to a distinct change
in the previous ]__1.11.'_'._5.' enthusiasm for the nuclear induﬁtry.'_TrpE'EE of a
thriving research establishment dealing with advanced technology, and the
prospects of providing the site for the first of a8 new pgeneration of
nuclear power stations, the Highlands now sees itself being offered waste
disposal and reprocessing facilities, which have a much less attractive
Image. Lastly, and most recently, COMARE published last month a
further report on cancer incidence in west Berkshire and North
Hampshire, concluding that there was a small butl statistically significant
increase in the incidence of childhood leukaemias and other childheod
cancers in the wvicinity of the atomic weapons establishments al
Aldermaston and Burghfield in Berkshire.

The Reporter concluded that there was no reason to helieve that the
EDRP could not be built and operated within the safety reguirements of
the regulatory authorities, and that the erection and operation of the
EDRF at Dounreay was unlikely to have any adverse effect on the
economy, environmen! or health of the Highlands and Islands or the
surrounding sSeas. He therefore recommended that outline planning
consent should be granted, subject to detalled planning conditions set out
in the Annex to his report. In reaching his main conclusions, however,
he inseried a caveat which related to the presence of a leukaemia cluster
in west Thurso. He commented that while the statistical evidence was
inconclusive and no link with Dounreay could be establiched, there was a
cause for concerm requiring further investigation, which was being
undertaken by COMARE. He therefore recommended that no decision
should be taken until the COMARE report had been peceived and new
consideration given to it conclusions on the Thurso cluster. The
Reporter's recommendations must remain confidential until I announce my
decizion.

I propose lo accepl the Reporter's main recommendation. The conclusions
which he reached are clearly justified by the evidence put forward at the
inquiry and there i no basis either in that evidence or in the
developmenis [ollowing the inguiry for a decision to refuse planning
permission. Even if the possibility of the plant being built is now remote
I have to reach a decision on the application unless the applicants
withdraw it, which T understand they have no intention of deing. In
announcing my denision to approve the application, howewver, I have to
respond in some way to the Reporter's recommendation concerning the
second COMARE report.

The report does pot add to the factual information about the west Thurso
leukaemia cluster tzrarﬁgh_"was available af The public inguiry. His
conclusiong @are however certainly seen by objectors as lending weight to
the argument advanced at the inguiry that no EDRP should be permitted
at Dounreay until the cause of the cluster had been established. None of
the various studies initiated fellowing the report is yet complete, and the
results of some will not be availahle for several years. It would not be
realistic to postpone a decigion, especially as there i no sign at present
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that a clear explanation of the cluster will emerge. Equally, however,
there is no sign thal an early STEFU On the EDRP is likely if, against
expectation, a4 decision iz eventually taken to site it in the UK, and
considerably more information might be available about the possible link
between nuclear plants and childhood leukeamia by the time the applicants
are ready to commence construction.

In theory I could simply note that the COMARE report contains no new
factual information and point cut that any relevant findings arlsing from
the follow-up studies would be taken into account hy the regulatory
authorities in issuing the various further consents which would be
required before any EDRP could be built and operated. | have concluded
however that in the circumstances of this application that would be
indefensible. The COMARE report highlights the fact that the major
planning issue in this outline application cannot at the moment be
satisfactorily resolved. It may be that it will remain unresolved for many
yvears, but since several years are certain to elapse before construction of
any EDRP can commence 1 think | am obliged to put myself in a position
to review the issue if and when that point is reached.

I propose te do this by requiring the applicants to prepare an updated

environmental sassessment. The Reporter found as a fact that the
environment assessment prepared by the applicants before the inguiry did
not amount to a full assessment, and that ne full risk assessment of the
proposed plant was possible at this stage. Because this is an outline
application the full detsils of the proposed design of the plant and the
associated safely case were not available at the inquiry. The Reporter
recommended & condition in the following terma:-

"Before development commences and at appropriate stages thereaf'ter
commensurate with the production of detailed desipn, the applicants
will require to obtain the planning authority's written approval of an
updated and revised environmental impact assessment in respect of
any significant changes in baseline conditions.”

I propose to substitute a condition in the following terms:-

"Before development commences the applicants will require to prepare
te the satisfaction of the Secretary of Stale an environmental
statement updating the information in the environmental impact
assessment dated November 1983 and including a description of the
bkely signilicant direct and indirect effects of discharges and
emissions {rom the plant, and an assessment of the risks associated
with ils operation. Development shall nol commence until any
requirement of the Secretary of State in the light of the statement
has beenn complied with.,"

Thiz will enable me to assure objectors that if the project proceeds, and
if the studies initiated in the wake of the COMARE report produce further
information, | will have the opportunity to satisfy mysell that this further
information has been taken into account in the detsiled design of the
plant. | think it is essential that 1 demonstrate in this way the
Government's concern about the possible risks associated with the plant.

I am aware that a condition in these terms may cause some concern to the
nuclear industry, because it would be an addition to the existing
requirement to satisfy the regulatory authorities and represents a further
source of uncertainty for the applicants. But it must be remembered that
this is only an outline planning application. Since there is no provision
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for outline consents in the electricity legislation the Sizewell B inquiry
and the Hinkley C inquiry have had before them full details of the
proposed design of the plants and of the associated safety case, As a
result the health and safety implications of the Sizewell B project were
much more fully investigated before Cecil Parkinson issued consent for
the station, and you will have a much more detailed assessment of these
aspects of the Hinkley C proposal before you than 1 have at present in
the case of Dounreay. Any applicant for outline planning consent faces
the possibility that securing subsequent detailed consents may not be
entirely straightforward. 1 am thercfore satisfied that the proposed
condition ie the proper and responsible way for me to deal as Planning
Minister with the application which is before me, quite apart from being
presentationally essentinl if I am to defend a decizion to approve the
EDRP proposal.

[ would be pgrateful for confirmation that you are content with my
proposed decision. | am attaching as an Annex to this letter a draft of
the complete set of conditions. These are subject to Further examination
by the Scottish Law Officers. You will understand, in wview ol the
sensitivity of the subject and the possibility of a legul challenge to my
decision, that the circulation of this letter must be carefully restricted.

| am sending a copy to the Prime Minister, John Major and Chris Patten.
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DRAFT: 24 JULY CONFIDENTIAL

TERMS OF CONSENT

Outline planning permission is hereby pgranted for the construction and

operation of a reprocessing plant for fast reactor fuel at the Dounreay
Nuclear Power Development Establishment, Thurso, on condition that:-

L+ Before development commences the applicants will require to obtain
the written approval of the Planning Authority of the following reserved
matters, for which application must be made within 8 years of the date of

this permission:-

RESERVED MATTERS

Siting and Design of Buildings and Plant

1.1 The siting of all buildings and means of access thereto and

ggress therolrom;

1.2 The Ilayout, Iloration, scale and proposed use of all such

buildings and of all plant and process areas;

1.2 The plans, elevations, details of external finishes and colours

of all buildings and external plant;

Landscaping

1.4 A scheme of land management to include proposals for the

maintepance and treatment of those parts of the site not reguired for

consiraction operations;
1.5 Details of final landscaping proposals and planting of grass,

trees and shrubs including all earthworks, =soill ocover, hard

surfacing, fencing and walls;

CONFIDENTIAL
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2.

Siting of Roads and Services

1.6 The siting of pipelines and servlees, {(both above and below

ground), roads, parking areas and rail tracks;
1.7 The location, detailed design and specification of the site access
leading from the AB3E public road, and all other means of access to,

and egress from, the site;

Moise and Dust

1.8 The standards for both construction and operational noise that
they propose to adopt, having consulted the Environmental Health
Authority and taken due account of the RBritish or International
Standards and Codes of Practice current at the appropriate time.

1.5 The proposed measures to control construction dust;

Construction Wasie

1.10 The proposals to tip, spoil or waste during the construction
phase, the quantities and types of such apoil or waste; the proposed
gpoil tipping areas, and the proposals for surfacing or finishing
spoil tips in a stable and acceptable state;

Emergency Planning

1.11 The plans to deal with on-site emergencies and those which
affect land or people beyond the site boundary.

Before development commences the applicants will require to prepare

lo the satisfaction of the Secretary of State an environmental statement

updating the information in the Environmental Impact Assessment dated
November 1985 and including a description of the likely significant direct
and indirect effects of discharges and cmissions from the plant, and an

assessment of the risks associated with its operation. Development shall

not commence until any requirement of the Secretary of State in the light
of the statement has been complied with.

CONFIDENTIAL
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3 All temporary buildings, compounds, fences and material storage
areas reguired in connection with construction operations shall be removed
within & months of completion of any part of the reprocessing plant to
which they relate, or as otherwise agreed by the planning authority, and
the site thereof shall be reinstated to the asatisfaction of the planning
authority.

q. Fences mesiricting public access ‘to the gite shall be erected at the
commencement of construction.

L Prior to the commissioning of the reprocessing plant, the site access
shall be cloged to public traffle.

fi. Vehicles entering or leaving the site carrying loads which constitute
a potential dust or dirt nuisance, such as aggregates, sand, gravel and
soil shall be secured so that no significant guantities of such material
shall leave the wvehicles whilst in transit outwith the site.

75 In the event of construction being abandoned at any time prior to
completion, the applicants will remove =50 much of the work as the
planning suthority may require to be removed and will reinstate to a
condition satisfactory to the planning authority, as much of the site as

they may required to he reinatated.

B Before reprocessing operations commence, the applicants shall satisfy
the planning authority that an adeguate supply of treated and untreated

water sufficient for the purposes of the reprocessing plant is available.

: When reprocessing operations commence, the existing fast meactor
fuel reprocessing plant shall cease to be used for the reprocessing of fast

reactor spent fuel.

10. During the commissioning of, and from the commencement of

operations at, the fast reactor fuel reprocessing plant, radicactive
emiszione 1o the atmosphere and discharges to the sea from both it and
from other facilitiee on land in the control of UKAEA at Dounreay shall

CONFIDENTIAL
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not exceed levels previously determined by HMIPI. (In this connection It
iz noted that the applicants have undertaken to ensure that the annual
level of marine radicactive discharges from the Dounreay Nuclear
FEetablirhment once the reprocessing plant is operational, will not exceed
the average level of such discharges [rom the Dounreay Nuclear
Eztablishment during the 3 vears 1981-85).

11. The guantity of irradiated fast reactor fuel stored al the site [Top

reprocessing shall not al any time exceed 1,000 sub-assemblies.

12. Not more than an average of 80 tonnes per annum of spent fuel shall
be reprocessed over any perind of 5 years with a maximum of 100 tonnes

in any ome year.
13. HNo short cooled fuel will be processed on the site.

14. HNo wa=sie other than that arising from operations at the reprocessing
plant will be stored on sita.

15. The maximum storage on site of high-level, intermediate or low-level
wasie in whatever form shall be limited at any time to those guantities of
waste arising from the reprocessing of 800 tonnes of spent fuel, and any
further storage of additional gquantities of waste shall reqguire to be the
subject of a separate planning application.

16. High level liguid waste shall be vitrified and intermediate level waste
shall be encapsulated, such vitrification and encapsulation to be

accomplished as soon as the plant and processes are approved by the
repulatory authorities.

17. No processing of spent fuel from countries cother than the United
Kingdom ghall be undertaken other than pursuant to contracts which
contain options for the return of waste to the countries of origin.

18. The products of the reprocessing plant shall only be teansported
from the site in oxide form.

CONFIDENTIAL

ahd206LY.079




DRAFT: 24 JULY CONFIDENTIAL

19. At the cessation of the opepation of the reprocessing plant, the
facility and the site shall be decontaminated and decommissioned to the
satisfaction of the planning authority and other relevant regulatory
authorities.

20, DBefore development commences, the applicants will lodge with the

planning authority:-

{a) their construction schedule showing the proposed dates of
commencement of construction, its phasing and completion which shall
have been apreed with HMHII; and shall inform the planning
authority of any changes thereto;

(b} their proposals for the accommodation of construction workers,
including, if deemed necessary by the planning suthority, provision
of a construction work camp (which will require separate planning

pPErmission )

(¢} details of their proposed sources of bulk construction materials,
the routes to be used by road vehicles bringing them to the site and
taking spoll and other bulk material from the site; and the type and

frequency of road wvehicles likely to be used for sauch transport;

(d} their proposals to construct the necessary transport links for

the flasks containing irradiated fuel between the reprocessing plant

and the port of entry, whether by road or rail, and the means of

transport to and from the reprocessing plant for other process

materials and the waste product;

(@) their proposals for the future use of the existing fast reactor
fuel reprocessing facility (which Ffuture use may require planning
permission) including predictions of wastes arising of either a
radicactive or non-radicactive nature, and proposed methods for

dealing with such arisings;

CONFIDENTIAL
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I (f) their Proposals fop eventual decontamination and

decommissioning of the reprocessing plant.

CONFIDENTIAL
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17 July 1984

HUCLEAR POWER

I understand that Parkinscon will send a two—-page minute
tonight for tomorrow morning's meeting. It now emerges
that the decommissioning liabilities for the elght Magnox
plants are F4bn plus £lbn for Scotland. I understand these
total figures include AGRS. Such a liability on the balance
sheet of Naticnal Power would make it insoclvent before it
ig floated. There is therefore great wuwrgency in deciding

how to proceed.

Threa courses have been idontifiad:

L&} A f4bn special eguity injectien into Natipnal Fower.

This is the line which Parkinson will support:

The Magnox reactors to remain in the private sector
But: with the State taking over the liabilities.
This socunds l1ike a mish-maszh with no olear division
ocf responsibility. Neither the Treasury nor the

Department of Energy are enthusiastic:

Leave Magnox in the public sector and float Natkional
Powar exclusive of Magnox. This is the route
favoured by the Treasury and the Scottish 0ffice.

COMMENT

I nave not tracked the detailed background and what follows

is therefore an instinctive reaction rather than adamant

advice.




Wwe should not agres an i1njection becausse it would mean
recognising a net deficit on the sale of electricity,; theceby
bringin it into the Rover and Shorts category of a
distressed sale of a naticnal disaster! Furthermore, the
ampunt provided might not be enough and would leave the
Goverament open to future oclaims, possibly: legal and
certainly moral, 1f decommiggsioning costs actually exceeded

the 1njectiomn,

[nvestors would want some protection against the capital
provision baing inadequate, This rcould harm the multiple
at which the shares would subsegquently trade and therefore

geriously jeapardize the [lotatich.

RECOMMENDATION

The Govermment 15 1n this mesz principally because of bLad
advice from the Department of Energy over the past two years,
The least damaging ronte seems to be to leave Magnox in
the public sector and thereafore to ring-fence its attendant
costs Irom electricity privatiszation. Parkingon and other
Ministers may try to delay this degision bevond the recess.
Thais would be 3 migtake and we must focus on this extremely

serious problem now. The Prime Minister should therefore

insist that this matter is at least resolved in principle

before the recess. The detailed numbering can then come

later,
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SECRETARY OF STATE FOR ENERGY

URENCO: Possible Collaboration in
Laser Isotope Separation (LIS)

1. Thank you for your letter of 16 May. You asked if
I had any objections to URENCO's proposal to extend
current collaboration to LIS technigues.

e I have no gbjection to URENCC's proposal, subject

to the caveats about peaceful purposes, security of
information and technology and continuing separation of
civil and military work on LIS. All of these are important
for nuclear non-proliferation and security reasons and

ware clearly explained to URENCQO and to the Troika partners
at a sub=committee meeting of the Joint Committee on

21 April.

35 There remaings the gquestion of the appropriate mechanism
for extending current URENCCO collaboration on the gas
centrifuge method of uranium enrichment to cover LIS.

Our respective officials (in conjunction with those of

other Treoika partners) will need to work this out. For

the immediate future, however, I can endorse the principle
of URENCO collaboration in LIS techniques and agree that
this could usefully serve the interests of BNFL, the British

commercial partner involved.

CONFIDENTIAL
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I am copying this minute to the Prime Minister, the

Defence Secretary and 5ir Robin Butler.

e

(GEOFFREY HOWE)

Forelgn and Commonwealth Office

15 June 1989
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We spoke about the suggestion that the fassil—fugl
levy might be levied on the amount of carbon used
to generate a supplier's elactricity,

I attach a note setting out the response my
Sacratary of State would fesl obliged to give to
such a suggestion. You may wish to show this to
the Prime Minister before she decides whether this
option should be pursued further. It concludes
that the propesal would have no sffect on the
amount burnt unless it were converted into a
"earbon tax" on gensrators.

kgl
AL

DAVID MURPHY
Private Secretary

CONFIDENTIAL




j=465
Draft letker from Secretary of State for Energy

FOESEIL FOUOEL LEVY OR CARBON TAX

I understand that you would like an assessment of the cption
of charging the £fossil-fuel levy on the basis of the carbon
content of the fuel used to generate electricity.

The Presenk Position

o The proposal in the Electricity Bill is that the area
supply companies should be obliged to contract for non-fossil
generating capacity. The Bill enables a levy to be imposed on
all suppliers to recover the difference between the eaxktra
costs of non-fossil generation, which would then be paid to
the area supply companies. Thig allows any extra costs of
non-fossil generation to be borne by all customers.

L 3 The amount to be recovered by the levy will effectively
be fixed by the difference between nuclear and coal-fired
generating costs. Our current thinking i= that this amount
would be recovered by a percentage levy on the final sales

price to customers, or as a percentage levy on transmission

and distribution charges. Our proposals are set out in more

detail in a separate paper on electricity contracts.

The Hew Optica

4. The option we have been asked to consider is to Eix the
levy in proportion toc the amount of carbon in the fuel used to
generate electricity. A supplier contracting with a coal-
fired generator would pay a higher levy than a supplier

contracting with an oil-fired or gas-fired generator.

CONFIDENTIAL
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L It is difficult to model the affact of Ehiz proposal.
But the first point to make is that it has no effect on the
amount of carbon burnt in power stations. It thersefore makes
ne contribution to reducing the greenhouse effect. It would
be hard to explain why we were adopting this measure.

6. This is because the cobligation to pay the levy is placed
on  supply companies. Under tThe cption proposed; they would
certainly call on contracks with oil-Eired and gas-Eired plant
in preference to coal-fired plankt. But the levy would not
affect the price of generation; and so an cil-fired generator
called on to run under contract would simply sub-contract his
generating reguirement to coal-fired generators. LL -the
arrangements for despatching power stations 1in merit orderx
work as they should, the lowest cost generators would run
regardless of the levy. The net effect would be to change the
basis on which contracts are struck and used by supply
companies, without affecting the actual pattern of generation.

i The esffects on payments between suppliers and generators
are eaxtremely difficult to estimate. The danger is that the
proposal would greatly complicate the negotiation of
contracts, have no effects on actual generation, but reduce
contract payments to generators, confuse investors and so lead
to lower proceeds for the existing fosgil-fired plant. This
would come on top of the costs that will anyway be imposed on

these generators by the EC emission controls and the resulting

Flue Gas Desulphurisation Programme. A tentative preliminary

analysis suggests that the proposal could eliminate most of

the profits of the fossil generating businesses.

CONFIDENTIAL
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A Bevised Option or Carbon Tax

;i To make the proposal affect the pattern of generation and
reduce €0z emizsions would reguire fundamental changes to the
Electricity Bill. The obligation to pay the levy would have
te be placed on all generakting companies, rather than the
supply companies, so that it affected the behaviour of
generators. The levy would then become a carbon tax on
generators, nok a means by which suppliers recover the extra
costs imposed by their non-fossil obligation. The basic
philosophy underlying the levy would be changed and this would
have to be explained to Parliament.

9. while this change might reduce COz emissions, it would do

g0 as follows:

it would lead to pigher oil burn and lower coal

burn, so aggravating the impact of ESI privatisation
on British Coal, which will anyway be substantial

(see my separate paper);

it would reduce further the wvalue of the coal-fired
stations, =0 reducing proceeds for HNatlional Power
and PowerGen, already reduced by the FGD programme;
as s=set out in my other paper; the proceeds for
conventional generators cannot bear too many

reductions;

it would probably mean dramatic price increases for
industrial customers, for the reasons set out in my
other paper; and

it would greatly complicate the calculation of the

levy. The levy effectively has to recover the
difference in price bebtween nuclear and coal-fired

CONFIDENTIAL
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electricity. In this option, the =ize of the levy

affects the difference in price.,

10. Either of these options would greatly complicate the
nagotiation of contracts. Thegse are complex anyway. The
timetable for privatisation could be threatened.

11. Hor would either option be likely to have a significant
short or medium-term impact on investment decisions for new
generating capacity. GCaz-fired capacity iz already likely Eo
be the econcmic choice for new stations, and will probably
remain so for at least 10 years. If PWRs are economic by
then; there will then be no levy in any case.

Conclusion

12. Our privatisation proposals will introduce competition in
generation and lead to more commercial decisions about
investment in new plank. For the foreseeable fubture, new
capacity is likely to be gas-fired or nuclear. The main
erffect of ths proposals discussed in this paper would
therefore be to reduce the wvalue of existing plant. UOUnless

the levy were converted into a carbon tax, there would also be

e
no effect on , amount of carbon burnt. A carbon tax would

increase oil burn at the expense of c¢oal burm and further
reduce the value of existing plant and the volume of British
Coal's sales.

CONFIDENTIAL
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MINIBTRY OF DEFENCE WHITEHALL LONDON 8W1 ZHB
TELEPHORE (11298 8000 I.Z:J'L. June 1989
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URENCO: POSSIBLE COLLABORATION IN LASER ISOTOPE SEFARATION

Thank you for sending me a copy of your letter of ﬁfih May to
the Foreign Secretary.

1 am content with the proposal for collaboration on Laser
Isotope Separation within URENCO under the conditieons set out in
your letter. However, I would wish to emphasise that
notwithstanding these conditions restricting collaborative work on
Laser Isotope Separation to peaceful purposes only, the Treaty of
Almelo still permits the UK, as a Nuclear Capable State, to exploit
any technology developed within URENCO for our own military purposes
if we so0 wish.

I am sending copies of this letter to the Prime Minister, the
Foreign Secretary and to Sir Rokin Butler.

George Younger

The Rt Hon Cecil Parkinson MP







PRIME MINISTER

RON-FOSSIL FUEL LEVY

Earlisr this year you agreed that Greg Bourne in the Policy
Unit should pursue work on finding the most environmentally
banaficial way of distributing the non-f£ossil fuel lavy, That
work 1s different from the proposals for a "ecarbon tax" which
Mr. Ridley raised some time age and which you said sheuld not
ba pursued. Greg's note attached reports that the Department

of Energy have dug in their heels on the non-fossil fuel lewvy

and recommends you should minute out to the department to

jdacure a more co-ogperative attitude.

My understanding is that while the precise form of the
non-fossil fuel levy is not prescribed by the Blectricity
Bill, the Department of Energy are a long way down the track
on work based on Option A in Greg's nota, They will be
putting a paper to vou on the contracts with the Ganerating
Companles based on that option shortly. To backtrack now
could (to put it no higher) delay the privatisation timetable.

For that reason and becausa, in the currant cirsumestances I da
not think we need another source of friction batween

Mr. Ridley and Mr. Parkinson, the best thing is ta glive the
Dapartmeant of Energy a free hand to pursue Optien A and forgat

about the search for the eavironmentally ideal solution,

Agrosa?

DOMINIC MORRIS
13 June 1988
RKE1ARD




PRIME MINISTER

You saw NWick Ridley's CP5 pamphlet on the environment which he
is preparing for the BEuro Elections and which he is announcing
in the press conference CoMOTTOW. It has in it one or two
speculative th&ﬁéﬁ:ﬁ'whiéﬁ_Tﬁﬁﬁh on the possibility of a

carbon tax (the relevant extract is attachead).

_— -

Tony Blair, the Opposition BEnargy spokesman, is trying to make
a meal of this and I understand will be on mwews at Ten tonight
with a representative frem British Coal. His angle will
almogst certainly be to assart there is a rift betwean

Mr. Ridley and Mr. Parkinson. WNeither af the Secretaries of
State think it would be right For them to go on mews at Ten to
dignify this with a response. They have now agread a common
line and Nick Ridley will emphasise, if asked, that thiszs was a
perscnal contriBUTiGR o the way things might develop inm
futuré; that Ehe guestiows—he—pose= &Y% Bound to be raised in
international discussions and countries will need to form a
view on them. But the Government certainly has no plans for a

carbon tax. Our Press Difice have the same line. ™

—_——

Yl " / -
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xf'. DOMINIC MOREIS
B June 1989
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" ... when firm sclantific evidence is forthcominmg (and this

should bz within the next few years) governments will have to
o

2
get together to agres t

cut back on those processes which
realisas greenhouse gasses, ThHese agreements might range from
reductions in consumption of emergy from burning fossil fuels
lens means to achieve this might be to impose a "cacbon tax!
on fuels causing tEhe problem, proportionate to the carbon
dioxide th?ﬂ emit, in order to encourage consumers to turn to
less polluting forms of energyl, to reforrestation .... ete".
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Foraign Secretary
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LONDON Sl fi'ur" May 1989
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URENCO: POSSIBLE COLLABORATION IN LASER ISOTOPE SEPARATION

The Treaty of Almelo, conciuded ip 1370, is an dgreament between
Lhe Government of the UK, the Nether lands dnd the Federal
Republic tg collaborate in tha commercial development ang
sabloitation of the gas - ifuge process of uranium enrichment,
Within the Lramework of this Treaty, URENCO has= oeen set up ag 3
collaboration between 3 commercial partnap in each of the Ehree
wudntries (in the case of the UK, BMFL). & JOint Committea of
S8nilor officials Erom the three countries was also gaet Up by the
Treaty to deal with Dolitical ang Strategic aspects of the
collaboration.

At present, Ekhe 4as centrifuge is the MOSt economic commerical
Drocess for enriching uranium. Other countries, however, notably
the (S and France, who FElyY on the 1858 economic diffusion
2EOCess, have committed Substantial resources to develnging
laser-hasead Diocesses (LIS: Laser Isotope Separation).

A general pbelief thar thege nrocesses are téchnic

although it i nor Certain whether they will be eConomically
COmpetitive with tha cenctrifuge,

BNFL have, therefore, ljka their partners started their oWn
PEogramme of RED anp LIS, o protect their commerciaj pPosition
snould LIS prove to 2& competitive. The three commercial
Partners have now cecided to pool these efforts apg to extend
their callaboratiaon initially to R&ED on LIS, ang eventually,
should the CirCumstances he right, to commercial operation., The

have sought aqreement from the Joint Committee on behalf of the
Ehres Governments,

CDHFIDEHTIAL
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officials 4discu i the line which the OK should kake in HE
Committse inet OEfice Chairmanship. They agreed that
Lhare Was tion in principle orovided that:z-

Ehe collabocat
that macerial
was used Eor

i
EaEI.II'J'
Mo

peaceful purposes only and

a result of the collaboration
poses only;

Et--EE“st attention to security of
qn tachnology, since this technnluﬂy could
' 0 wWwould-be nuclear proliferators; and

MOD's posiktion im thelc own coellabaracion

NSa, work in this collaboraktion should

to be 4ept strictly separate from militarcy
ap;;i:azlﬁnﬂ. rhere should be a clear limication on
-he cpllaboration to the production of material for
~ivil ume-. As a visible =ign 5f the separation, the
~ammittee progosed a limit of no more than 20%
encichment of D235 to the un& produck of each pass
throuan any p[ﬂﬂh“tLDE unit operated by the
collaboration, whila 'ncnqn1? ing that the exact
formulation mignt ~esd o be reviewed wWhen Ehe
npecation of a commercial report was petter knowno.

-onclusions. Extending the URERCO
sad the increasing :usta of the R&D, and
bullding and operating a commeccial
y sesking to persuade their partners to
4 R0 at Capenhurst.

=
is

& Joint Committee of our decision, 1
that you have no objections Lo the

=0 che Prime Miniscer, the
hin Butler.

CECIL PAREINSOH

CONFIDENTIAL
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The Rt Hon Migel Lawson MP
Chancellor of the Exchegquer
Treasury

Parliament Streat

LDOWNDEON
SWIF 3AG J$ march 1989

I wrote to you in early January wikh an agssessment of the
probable economic impact of the accident to the Fulmar offshore-
loading system, and a delay in restarting production on some
fields affected by the Piper Alpha accident. You may find it
useful to have an up-dated assessment.

e

As at February of this year, total oil production shut-in because
of the Piper, Brent and Fulmar incidents was 0.54 million barrels
per day. Total UK production in February was some 1.8 million
barrels per day. Of the shut-in production, some 46% wak due to
Piper and fields affected by Piper; 42% due to the Fulmar
incident; and 12% due to Brent. P

p—

The Piper field itself is unlikely to resume production until
mid-1992 but other fields affected by accidents are expected to
back to full production during 198%9.

Production deferred is at least partly recovered over the period
to 1993. The overall loss and recovery profile is shown below
with its implications for the balance of trade and tax receipts.
All of these figures are relative to an estimate of what oil
production would have been without these recent incidents.

" COMMERCIAL IN CONFIDENCE




COMMERCIAL IN CONFIDENCE

1988 1989

Loss & recovery in oil
production (million -0.15 -0.16
barrels per day)

Direct impact on visible -450 -580
trade (£ million)

Impact on balance of > =

payments (€ million - ~350 |
current account) S

Impact on Excheguer
revenue (E million - =110 -390 -30 +65 +120 +85
calendar years)

* Note: The sconomics will depend on what happens to future
prices. The analysis contained in this table
assumes that future prices remain at or about their
prasent level in sterling terms.

The first row sets out the losses and recovery in oil production
1988-1993. These figures take no account of any subsequent
effects on production of possible modifications to platforms and
pipelines through changes in the safety regime which may be
recommended by the Cullen Inguiry. The second row sets ocut the
direct 'visible' effect on the trade account : this is before
taking account of any profits, interest, dividends or insurance
claims which cross the exchange. The overall impact on the
balance of payments, taking into account the above 'invisible'
items, is shown in the third row. We cannot, of course, be very
certain of the timing and size of these 'invisible' flows, and
hence we cannot be completely confident in which year they might
arise.

The final row sets out the impact on Excheguer revenue on a
calendar year basis. My Department does not have direct access
to the companies' tax returns and hence cannot be sure in which
particular year claims and payments will be made. This is
particularly true for 1988 and 1989.

I am copying this letter to the Prime Minister and to David Young
and Malcolm Rifkind.

CECIL PARKINSON °

‘COMMERCIAL IN CONFIDENCE




[ ,
'\i‘. :"l l|..l g
:E:_lirz;';'_xf/
SECRETARY OF STATE FOR EMERGT
THAMES HOUEE SOUTH
MILLB8ANE LOMDDORKN EW1FP a9

01 211 6402

Jonathan Taylor Esg

Private Secrektary to
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My Secrerdry of State minuted the Prime Minister
an;fﬁiiuary about the economic effects of the
Fulmar pilfield incicent. A table showing the
cumulative effects of Piper Alpha and Fulmar was
included in the minute. Unfortunately an error
crept into the figures. The "combined impact"
figure for 1989 should have read 9.54 million
tonnes instead of 8.8B5. Apologies for this.

I have copied this letter topFalllGEayEE Hé 104

[ i

L N
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DAVID MURPHY et
Privakte Secretary







10 DOWNING STREET

LONDOMN S5WIA ZAA

Fronr the Private Secretary 6 January 1989

FULMAE OIL FIELD INCIDENT

The Prime Minister was mest grateful for
your Secretary of State's minute received
yesterday which she has noted.

I am copying this letter to Alex Allan

in HM Traasury.

{ PAUL GRAY]

Stephen Haddrill, Esq.,
Department of Energy.
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¥ou may find it helpful to have our latast asgesament of the I iﬂ
conseyuences of the shut down of the Fulmar, Clyde and Auk tields
following the failure of the Fluating_stnrﬁge unit (FSU) over
Christmas. ey

) - A .
FULMAR OIL FIELD INCIDENT \ gdede pr.._J

p— =
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The failure occurred at seabed level in the coupling at the base
of the tower through which oil ié_;ﬁﬁgﬂﬂ from the Fulmar platform
and to which the FSU is moored. The tower and the FSU are now at
Stavanger, and Shell (the operators) are lifting it to see if
they can establish why it broke. But until we know the reasons,
all estimates about the time neaded to repair the damags must be
Very uncertain. Howevaer, our best estimate at this stage is that
there will be no production until 1 March 1989; 60% capacity
during March; 70% during April and May; Wwith full production
beling resumed on 1. June. This translates into the follawing

table, based on Shell's estimate of production loss:-

NET EFFECT ON
PRODUCTION LOSS VISIBLE TRADE BALANCE
{million tonnes) (million pounds)

0.23 -15
2.64 ~185

Total 2.87 -200 3

Howaver, there will be soue compensating savings on the current
account because of reduced outflow of profits and dividends. The
imgact on the current accounkt.ds; therefore, likely to be reduced
to the following:-

IMPACT ON CURRENT ACCOUNT
(million pounds )

1988 -15
12689 -135 to =155




Lass of tax revenue from the Fulmar area could amount to E10m in
the financial year 1988/89, and E140m in the financial year
1989/90,

The cusulative effects of Piper Alpha and Fulmar are as follows:-

‘HET VISIBLE BALANCE OF
PRODUOCTION LOSE TRADE EFFECT PAYMENTS
{million tonnes) (million pounds) EFFECT

Piper Alpha
{incl.
contingency
for safety
measureas
and
insurance
aeffaects])

1988

1989

"Folmar"

[No

lLasurance

payments inecl. )
1948 =15
1589 -155-165

Combinad e i

Impact Py {fﬁ
1988 - =325
1989 ) _630 /’ | =380-390
- = o e

The latest estimate of the loss of tax revenue from the Piper

area could amount to £€39%0m in the financial year 198%9/90 offset
by a gain of £90m resulting from insurance payments in 1988/89
for tha loss of the platform.

Our most recent estimates of the continuing effacts of the Piper
Alpha accident during 1990 show a direct loss of around 1.4
million tonnes against pre-accident forecasts for 19803 at
current oll prices and exchange rate, the net visihle trade
sffect ds —E90 Eillion. As in 1989 we also include a contingency
of a further 2 million tonnes which could be lost through
production interruptions caused by possible safety modifications




to UKECE platforms and pipelines. This #@lrsct effect could
cause a further loss of soma £130 million - ie some £220 million
ineall. We have not attempted to calculate tEhe balance of
payment effect this far ahead.

Follewing an incident on 1 January on Brent '"D' production froun
the Brent field has been reduced by 90,000 b/d. My inspectors
ara currantly investigating the incident and we hope that full
production can be resumed within 1-2 months. I shall report
further when the position is clearer.

I have copied this minute to the cChancellor of the Exchequer.
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UK ATOMIC ENERGY AUTHORITY: MMC REFERENCE

s o 7

Thank you for your lefter of 28 November proposing that the UK
AEA raference planned for next January be deferred until
Septembar.

In view of all the ecircumstances, described in your letter, I
accept that this delay is now inevitable. It would, however,
have been helpful if we could have had a little more advance
notice of the likely problems. The MMC, who at best have an
unpredictable workload, had sat aside resources for the
referance to begin in early January. Those resources included
a senior secondment from Shell UK which has now had to be
deferred, We have been urging MMC to draw in outside
eXxpertise particularly for the section 11 work. They have not

found this easy and the Shell case has set them off rather
badly.

The withdrawal of UEAEA (and London Underground) from the
current programme means that only one of the candidates
announced by Kenneth Clark last May = Northern Ireland Busas,
sent to the Commission in October - now survives. There is,
therefore, an urgent need for us to draw up a future programme
of references and Tony Newton will be putting forward our own
suggestions shortly.

I am copying this lettar te other members of B(NI) and to
Sir Robin Butler,

=7
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10 DOWNING STREET
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From the Pr J'r:lﬂ:r.ldﬂ Private Secretary

13 Cecemo=sr 1988

D B

Here is the draft statement which Mark Lennox-Boya, the
Prime Minister's Parliamentary Private Secretary, wishes Eo
issue in his constituency about the CEGB's plans for a dry
buffer store.

Mark Lennox-Bovd would, of course, issu=s the statement on
his own authority. But in view of his close relationship with
the Prime Minister, I think it is in everybody's interest to
check that it is written in as acceptable terms as possible,

I should therefore be grateful for urgent comments. In
particular, could you provide a strong paragraph on the
Nuclear Installations Inspectorate for the sguare bracketed
passage marked.

It would be extremely helpful if I could have a reply by
clase tomorrow 2o that I can £inish this before I leave the
nffice.

(M. L. WICES)

5ir Peter Gregson, K.C.H,

FERSONAL




DRAFT

The C.E.G.B. has been investigating the possibility of
building a dry buffer store for spent nuclear fuel at Heysham
for some time now. I have during this pericd made extensive
enquiries myself to assess the opinions of my constituents.
Views hava been expressed to me by correspondence, through the
newspapers, by discussion with a range of different contacts
and by means of the public meeting which I have held.

As I have indicated publicly, I will reflect the views of my

constituents on every appropriate oepportunity and in every
appropriate quarter. But I have also indicated publiely that

I mast assess not only the strength of local opinion but also

the reasons for the objections.

I believe that the overwhelming majority of my constituents
recognise that nuclear power stations have operated safely in
the United Kingdom for 30 years ar more, producing cheap
electricity which has benefitted industry and domestic
consumers. Furthermore we have the experience of the

nuclear power stations at Heysham, with which we have lived

in the main happily for many years now. The record of safety
has been second to none, It is of paramount importance that

this record of safety must continue.

The proposal for a buffer store ralsea issues of safety and of
general environmental planning which aras of very great concern
to my constituents. BSuccessive governments have established
impartial procedures - notably through the planning enquiries
= ke ensure that these safety and environmental planning
issues are thoroughly and impartially examined before any

decision on such sensitive development is made.

The CEGB has not taken a decision whethar to seak approval for
the dry buffer store. But if they deecide to geo ahead with the
proposal, I believe that there is cartain to ba a planning
engquiry. I shall do my utmost ta ensurs the views of my

constituents are given the fullest weight in all Ffature




consideration of this proposal, including at the planning
anguiry and at any subsequent consideration by the Secretary
of State.

Under the heading of safety, I will make clear that tha safety
of the buffer store is nonethaless a major concern of many who
liva in the area, The evidence of the Huclear Installations

Inspactorate will be crucial here.

[Please could you insert a strong paragraph here on the NI -
its role, its independence and impartiality, its increase in
strength 1in recent years].

But the concerns of my constituents geo wider than the issua of
safety. Their objections are gimply stated by such phrases

as:

We have done our duty to the nation by accepting the
existence of two power stations. We do not want any
further such development. We ars a tourist area which has
suffered decline for a number of years and a ma jor
development of this kind is hardly likely to revive our
tourist industry. The view across Morecanmbe Bay is one of
the finest in Britain and it would be further spoiled by a
major construction of this kind. Our roads, particularly
to Heysham, are alrsady too crowded and such & ma jor
development would lead te an even more intaelerable
overcrowding on our roads, with damage to our environment ,
our guiet neighbourhood, our peace of mind and the value
of our properties.

These ara just the issues which a planning enguiry will
consider if the Generating Boards wish to proceed with the
proposal. I repeat that I will make sure that the enquiry and
the Minister are aware of the strength of my constituents®
feelings.

Wo-one should assume that the buffer store at Heysham will ba

built merely because the C.E.G.B. is currently conducting a




feasibility study. If the C.E.G.B., having heard the strong
views of my constituents, proceed to make a planning

application next vear the matter should, as I have indicated,

be considered by a planning enguiry. I will most certainly
insist to the Government that such an eaguiry shuld take

place. It would last many months and every possible aspect
about these controversial proposals would be most carefully

considared.

It is my job to ensure that my constituents' views are
understood by the C.E.G.B., by the Govarnment and, should the

matter reach a planning eangquiry, by that enguiry itself.

KAYANH
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DRAFT TO

PRIME MINISTER 19 Dctober 1988

NUCLEAERE POWER

(NON FOSSIL FUEL OBLIGATION)

No convincing commercial argument can be pat forward
advocating the building of new nuclear power stations =

indeed it would be unwise to try sc to do. However a

strategic argument, beyond the commercial decision-making

timeframe, can be articulated. It is this argument that
you will need to persue.

THE CURRENT ARGUMENTS

There are three reasons for advocating the use of nuclear
power:

1 Eeconomic production of electricity,

2 Diversity of fuel soarce, and

1 Reduction in atmespheric pollution.
All three arguments can be dismantled by competent bodies as
indeed is being attempted now at the Hinkley Point "C"
inguiry. What is most disturbing however is that DEn, HMT,
DTI and indeed a privatised ESI would probably argue the
zame way in the absence of the Non Fossil Fuel Obligation

(NFFD) proposed in the White Paper.

1 Economic Production of Electricity




The argument centred around the economic production of
elactricity is likely to prove fallacious. Already it is
doubtful if any private company would contemplate building a
new nuclesar power station. The construction costs,
operating and maintenance costs and decommissicning costs
together with the high degree of uncertainty associated with
aach cost component, are strong disincentives to invest.

Conventional power stations are seen as a batter bet!

With existing nuclear power stations, where the construction
costs can now be considered as sunk costs, the

decision maker is faced with trying to ensure that his
average revenues excesd his average variable costs. Should
he continue to produce so that at least some contribution 1s
being made to his fixed costs, or should he shut down and
get out of the business altogether?

Evidence is beginning to emerge showing that operating and
maintenance costs are aver increasing together with the
costs of decommissioning. WNuclear power stations are likely
to prove to be the high cost producer rather than the low
sost producer originally envisaged. Preliminary results
from the scrutineering accountants at the CEGBE are
indicating a direct operating cost for nuclear power in

pence/KWh to be some 45% higher than for conventional power.

This is mostly due to the poor operating performance of the
Dungeness B, Heysham I and Hartlepool AGRs together with the
high overheads associated with nuclear power.

The DEn and CBEGEB will argue at the Hinkley C inguiry that
the predicted "most likely® cost—-KEWh for PWR electricity is
about the same as that for a coal station of eguivalent
gize. The argument is a distorted view of the possible
outcomes of costs. Indeed, the probability distribution of
costs is so highly skewed towards upside-costs that the
"mean® could be as much as 50% higher than the "most likely"
walue. Parther, DEn and CEGB will not compare the costs

SECRET
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with modern combined cycle gas turbine power stations which

would definitely prove to be the cheapest option.

At the Sizewell Inguiry, the CEGB were able to argue about
*fossil fuel®™ price rises and polint to the type of oil price
shocks that occurred in 1973 and 1979. Since then, the 1986
"ravarsa™ shock has occurred and thus the argument centres
on "uncertainty" rather than price rises. Their cpponents
at the inguiry will argue that construction and operating
costs increased after Three Mile Island and Cherncbyl.
Indeed, the United States Department of Energy recently
published a report which shows that “"operations and
maintenance” and "capital additions"™ costs have escalated by
12% and 17% real per annum in the years 1974-1984. Most of
the costa are directly correlated with safety demands from
the Wuclear Regulatory Commission, their eguivalent of the
NII.

The CEGB and DEn will lose the economic argument at the

Hinkley Inguiry - they will fall back on the NFFOD as their
reason for wanting to persue the building of more PWHs.

2 Diversity of Fuel Source

The diversity of fuel source argument is firstly abouat
security of supply disruptions caused by industrial action

and secondly about hedging the price risks.

The following table shows the percentage of electricity

generated from the varions fuel scurces during the miners"*
strike and during 1987/88.




SECRET

Coal
0il
Gas
Nuclear 1T.3
Hydro/Pumpead (0.3)

100

Three factsg should be noted:

The diversity of fuel supply argument i1s strongest
in favouring developing of gas-fired power stations
- particularly combined cycle gas turbine

generators.

Even during the miners' strike, 40% of normal
production was achieved mainly due to the efforts
of miners in what are now typically UDM areas.
Intrafuel diversity is as helpful as interfuel
diversity.

The percentage of electricity generated from oil is
low despite low oil prices only due to the
predatory prieing policies of British Coal. 1In
normal market conditions oil firing would be close
to the 1984 figures in percentage terms.

The newly privatiged ESI will further diversify the supply
lines by investing in coal import facilities, conversion of
more coal stations to dual oil/coal firing and building of

SECRET
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gas fired stations.

Hedging the price of the imput fuel is mostly a function of
the contract market for the fuel source rather than the spot
market. If allowed to, with the disbanding of "joint
understandings™ between the CEGB and British Coal, long-term
0il and gas contract markets will develop. The side effect
will be ta put downward pressure on coal prices. (You will
have noted that BC have recently annoanced that they intend
to freeze prices for 14 months - starting at the end of this

October. A reduction in price in real terms).

In the commercial decision-making timeframe of 10-15 years,
there is no reason to make decisions now about the shifting
glocbal balance of oil supply. This is not "short-termism®,
rather it is a prudent approach taken by prudent companies

who have their shareholders at heart rather than "long-term
national interest® or "public good® concepts.

1 Reduction in Atmospheric Polluticn

With regard to pollution, commercial companies respond
firstly to statutory regulations; secondly to self
regulation with vested interest in mind; and thirdly, but to
a less widespread extent, to corporate environmental

conaciousness.

In terms of cash spent on each of three factors, thea amount
apent on regulatory considerations is by far the greatest.
It is spent knowing that the "playing field" stays lavel.

The remaining two factors generate investment in the
environment to a mach less extent. The more that is spent,

the more uncompetitive the company becomes. It is
interesting to note that Dupont is unilaterally developing
CPFC replacements ahead of leglszslation at great expense.
Partly this is vested self Interest in that they stand te
gain the largest market share. Partly thay will greatly

SECRET
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enhance their corporate image which will certainly not harm
sales of other produckts.

For the electricity genearators, the pollotants of note are
primarily NOy; and SO, with COp fast becoming a subject of
debate but not of acticn. The reasons are obvious. "hAcid
rain® is a relatively local effect as far as the genarators
are congerned. The EC directives are levelling the playing
fiaeld for all in Eurcopa. No one, apart from the worst
polluter, is being put at a competitive disadvantage. On

thae other hand reduction of CDE emmissiong will be an

extremely costly exercise which, when passed on to consumers
may drive industry away to areas whare regqulations are not
go forcefully persued.

With the "gresnhouse" effect being a global problem, driving
steel production, for example, to Korea or China, does
nothing for your economy and nothing for the global problem.

Thus for the moment at least, commercial and economic
considerations are likely to militate against active

reductions in CO; emmissions.

THE STRATEGIC ARGUMENT

The strategic argument for advocating the use of nuclear
powar uses the same thresa reasons as before. However, it
recognises that there is no commercial incentive to expand
or even maintain the level of nuclear power capacity. The
strategic argument is based on national interest, public
good and harkens back to "The Next Moves Forward".

"ENERGY

Britain is the only major Western industrial country
that is a net exporter of energy. This owes much to
North Sea oil so successfully developed by free

SECRET
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enterprisa. But it is an advantage that will not last

indefinitely.

Coal will continue to meet mach of the steadily rising
demand for electricity. Renewable sources of energy
can make some contribution to the nation's energy
needs, which is why government-sponsored research has
been increased. MHevertheless, to reject, as our
opponents do, the contribution of nuclear snergy to
supplying reliable, low-cost electricity, and to depend
on coal alone, would be short-sighted and

irresponsible.

The world's resources of fossil fuels will come under
increasing strain during the 21st century; so may the
glcbal environment if the build-up of carbon dioxide -
the so-called "greenhouse effect" - significantly
raises temperatures and changes climates.

After the most careful and painstaking independent
aggesament of the safety case for a new pressurised
water reactor at Sizewell, therefore; the Government
has decided to proceed with the next phase of our
nuiclear programme. It is vital that we continue to
give the highest priority to safety. Our nuclear
industry has a record of safety and technical

excellapnce sasond Eo none.

We intend toc go on playing a leading role in the task
of developing abundant, low-cost supplies of nuclear
electricity, and managing the associated waste

products.”

We now need to go on the say:-

"aAlthough at present, oil prices are low,; coal prices
are falling and gas iz beginning toc enter the market at

BECRET
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favourable prices; this will not always be the case.
The global balance of oil supplies will inexorably move
towards the Middle East and the USSR. Demand will
eventuoally exceed supply with attendant price rises.
The oil balance will move into deficit.

At this time, generators who burn fossil fuels attract
few of the external costs associated with pollution.
Global awareness is increasing to a point where it will
soon be accepted practice to regulate to ensure that

N0, and 80, emissions are eliminated and CO; emigsions

are reduced. These regulations will inevitably
increase the costs of fossil fuel based electricity.

Notwithstanding the fact that nuclear electricity costs
are also increasing, we balieve there will come a time
when the balance will again be in favour of nuclear
power. Therefore, even though in purely commercial
terms nuclear power in the short term may be
disfavoured, we belisve that the nation should continue
to have a proportion of its power generated In nuclear
power stations.”

The danger in this statement however lles in the arguments

being used by DEN officials which essentially says:

The Non-Fossil Fuoel Obligation = Build Four PWR's
Your opponents will link the two statements in the opposite
causal relationship ie in order to justify building four
PWR's, embrace the "greenhouse effect® and create the

concept of the NFFO.

To defuse this plausable criticism, the government needs to
more actively encourage:

- Better load management




Increased use of industrial co-generation
Combined Heat and Power/District Heating Schemes
BElactricity imports

Changes to planning margin

Efficiency improvements

Seven/Marsay barrages

Other renewables

Use of combined cycle gas turbine generators.

Embracing the above actively would probably do more to
reduce CO2 emissions than the building of the 4 PWR's; and
at less cost. Thus the HFFO should be read as a drive
towards the most cost effective and pollution minimising
methods of generating electricity rather than a rather
circular justification for building 4 PWR's.

THE LEVEL OF THE NFFO

The Energy Secretary in his statement on the 1lth May this
vear, clarifised (?) thae NFPD. {(Q & A attached).

®.-. the government's present intention is that, when
it is set, the figure for the year 2000 will not be
below the present level of existing and committed
nuclear and renewable generating capacity."

The level is currently being added up by the CEGB and
endorsed by DEN to be 12.225 GigaWatts. The figure has been
"massaged® to ensure that there is always a case for 4
PWR's. 3.123 GW of retirements are due by the year 2000, a
further 1.960 are due by 2002. This is equivalent to 4
PWR's but does not take into account possible imports from

Scotland and a possible farther link to France.

In the event that imports become a "threat" to the
justification for building 4 PWR's then I would predict that
the Declared Net Capabilities of Dungeness B, Hartlepool

SECRET
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and Heysham I will be down rated from 3.12 GW total to their
expectad "on stream”™ capability of about 1.050 GW theraby
providing a justification for 2 further PWR's.

The motive within the CEGE at the moment is get the
government hooked on the highest level of the NFFO. Commit
the government to 4 PWR's whilst still in the Public Bector
and follow up with 4 further PWR's by about 2010.

The sffect wonld be to provide Big G with a goaranteed base
load, underwritten by the Government with fiscal incentives
which drives out all competition. Big G will be highly

motivated to Increase the life and output of their nuclear
and conventional stations thereby prolonging over capacity

and suppressing competition.

If the level of the HFFO is set at 12.225 GW and 4 PWR's are
committed to; essentially in one tranche:; the French
experlence showa that it is difficult to stop the momantum
of bnilding more stations. A rapid build up followed by
sudden retraction will inevitably lead to increased costs as
wall as social and political tensions. (At the height of
the French building programme 200,000 people were working in
the nuclear industry).

It will be more prudent; following Hinkley C; to view each
additional power station on a case by case basis. WNo
guarantees, written or unwritten should be given to Big G
for an extensive programms.




CONCLUSION

Mo convicing commercial argument canm be put forward
advocating the building of new nuclear power stations.

A strategic argument, based on "The Next Moves Forward®
can be articulated but it needs to recognise the
current non-commerciality of nuclear power.

The Government must not risk being accused of using the
circular argument that the NFFO justifies the building
of 4 PHR"s.

The Government should actively encourage other cost
effective and pollution minimising measures in parallal
with its support of the NFFO.

The CEGE and DEN are trving to maximise the NFFO in
order to justify PWR building programmes.

You may need to soften the line of tha NFFO and indeed
the manifesto statement in the light of the latast cost

figures for nuclear power.
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Use as a fuel substitute '#1 F}} ﬁ1#4|u£~1h¢

R e

The use of sthanol as an alternative or an addition te Jf_

C—

gasolineg 1s not viable, primarily becauase the production of

g —————— ' .
such alcohdol consumes more energy than it provides as an

automotive fuel. Moreover, the cost of producing this

ethanol is significantly greater than consumers are prepared

to pay for gasoline unless substantial government subsidies
and/or restrictions on free choice of auteomotive fuel are
applied.

Distortion to Trade within the OBCD

Ethanol {(Ethyl Alcohol) is made both chemically from oil
{industrial) ethanol and by traditional fermentaticn and

distillation from a wide variety of agricgltural products,

notably sugar cane, sugar beeb; molasses; cereals and
——T— I —— -

| —

= ¢k
grapes. Industrial ethanol is not used in markets involving
—————

internal human consumption, which is supplied solely by
agriculture alcohols. The world market for ethanol in
industrial outlets (excluding motor gasoline) rather than
human consumption paorposes is 1.5@ tonnes per annum, which

ig overshadowed by kthe mach larger market for human

consumption, coupled with surplus production of agricultural

alcohol. BP Chemicals International, the world's largest
producer of industrial ethancl has a capacity to produce
310,000 tonnes per annam.

= —=%5 = —

The estimated European costs of production ara:

E/ton
Industrial 240-290

Maclasses 315-400
Wheaat 400=530
Wine 3000




Cutgide EBurope the cost of agricultural ethanol wvaries
substantially, but is normally higher than industrial
P —— ;

alcohol. These costa compare with an average price of

—
£3150 pmt for industrial ethanol in the BEEC; where the common
T o 5 & —_——
external tariff 1s equivalent to £114 pmt.

i

all OECD countries, except the UK, protect their
agricultural alcohol interests by giving saobstantial aid and
tax discrimination to fermentation alcchol. This directly

and indirectly damages the more economic industrial ethanol

——

—_
producers and in particular BP Chemicals in the UK who is

the world's industrial ethanol producer.

Summar

All OECD countries with the exception of the UK subsidises
the prodution of ethanol from agricultural sufﬁfhses.

—

Industrial eathanol derived Ffrom oil is the most economis

—

souree for consumers of ethancl in outlets other than human

consumption.

The continued production of surplus agricultural alcohol
represents a major drain on national funds,; and distorts

world market Eor industrial sthanel. The wine alcohal

surplus in the EEE! and uneconomic production of ethanol
the motor gasoline pool are the two main contributors to

surplus.
e ——

West Germany

al 8,000 tonnes of ethanol used in cosmetics is reserved

for agricultural ethanol.

The State run Budasmonopol supports producers of about
60,000 tonnes of fermentation ethanol by purchasing




their ethancol at a price of about DM 3,?Uﬂb per ton and

gsalling at DM 1,117 per ton, a subsidy of £8320 per ton.

Ttaly

al Surplus wine alcohol is distilled and after appropriate
subsidy is sold on world markets to compete with EEC
production of industrial ethanol. EEC subsidles are
received at the wine stage and Italian State subsidies
at the distillation stage. The EBEC estimates the cost
of production at 338 ECO's/hectolitre = £3,300 pmt,
with a subseguent subsidy granted to enable exports at
prices less than €100 per ton.

Industrial ethangl iz taxed at 12,000 lire/hectolitre
on synthetic ethanol; but a tax of 1,000 lire‘hectolire
on fermentation ethanol, i.e. a discrimination against
industrial ethanol of £60/pmt.

France

Good progress hag been made in removing the final
distortions to their internal market. However, some wine
alcohol 15 s3till exported by the State as with Italy.

Japan

They have a monopoly selling organisation which distorts
free trade, but progress is being made in lifting trade
barriers against industrial ethanol, so enabling exports

from BEurope to Japan.

UsSh

The U8B has a complicted system for subsidised grain alecohel
production for use in gasoline. The subsidy is given as
federal capital grants and favourable federal and state tax




treatment for gasoline containing ethanol. Marginal

production from this subsidised industry enters the
industrial markets and disrupts it. PFurthermore, the
subsidiea on the ethanol effectively cross subsidises the
co-produced corn gluten and corn syrup which are exported
the EEC amongst other markets.

Eo
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Chief Secretary
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My Secretary of State wrote to the Chief Secretary on 25 July
concerning the National Nuclear Corporation. I am afraid there
is an error in the penultimate line of paragraph two;
"participation in the Corporation falling into unwelcome hands
and" should read:

"participation in the Corporation. We have also obtained
assurances on such subjects as non-proliferation, the
preventicn of the Corporation falling into unwelcome hands
and"

I am copying this letter to the Private Secretaries to the Prime
Minister, David Young and Malcolm Rifkind.

1%:'_1]_". i Y "Jf_lﬂ.-.-".:-_::j
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JACQUE BRESNIHAN
Asgsistant Private Secretary
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CONFIDENTIAL

Treasury Chambers. Parliament Street, SWIP 3AG

The Bt Hon Cecil Parkinson MP
Secretary of State for Ensrgy
Pepartment of Energy

Thames House South

Millbank

Londeon

SW1P 4QJ

27 July 1938

MM -I-‘L-"‘:JE-"F-‘?"';"" ;.FI_ Er?ul":

HATTONAL NUOCLEAR CORPORATION p) “ |

i 1= = :
Thank vou for vyour letter of jE;July. I am pleased that the
negotiations have been successfully concluded with GEC. Subject
to colleagues' comments I am content with the proposed PQ.

I am copying this letter to the Prime Minister, David Young
and Malcolm Rifkind.

HM i b -:_e..f‘E.{.-:_j

Cavyg s ban—

fjf JOON MAJOR
(appoved. by fre Caicy
-.!:'-‘*U‘“F’_J.'Et-’i;u] and RyALd

a Waa adafencs }
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The Rt Hon John Major MP
Chilief Secretacy

Treasury Chambers
Parliament Street

LOMDON

SW1P 3AG 27 July 1988
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I am afraid that due to a typing error a line was m153eﬁ out of the
letter my Secretary of State sent Mr Major on 25 July about NHNC.

The second paragraph should read:

"The agreement will remove GEC's ability to put their shares on
us at their discretion and will indemnify the UKAEA against any
liabilities which may arise by virtue of the UEAEA's former
participation in the Corporation. We have have also obtained
assurances on such subjects as non-proliferation, the
prevention of the Corporation falling inte unwelcome hands and

the continuation of an open purchasing pnlicy."

(I have underlined the words which ware omitted). I apologise Eor
any inconvenience this miqght have caused. I believe officials have

already beean informed,

A copy of this letter goes to Stephen Ratcliffe, in Lord Young's
office, Margaret Jones in the Scottish Office and Paul Gray

ak Mo 10.

Lo

Ot Br—u

STUART BRAND
Privata Seccetary
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The Rt Hon John Major MP
Chief Eecretary
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LONDON

SW1P 3nG 25 July 1988
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HATIONAL HUCLEAR EﬂRFﬂRﬂ'.!‘_IﬂH

In your ldtter of 24 May you said you looked forward to a successful
conclusion to our negotiations with GEC on the sale of the UEAEA
shareholding. I am glad to tell you that we have reached an
agreement with GEC on the terms of the sale.

dredls o
The agreement will remove GEC's ability to put their shares on us at
their discretion and will indemnify the UKAEA against any
liabilities which may arise by virtue of the UEAEA's former
participation in the Corporation falling into unwelcome hands and
the continuation of an open purchasing policy.

I propoee to announce the agreement with GEC in the terms of the
attached draft PQ for answer on Wednesdey. You will note that at
this stage we can only tefer to an "understanding” being reached
with GEC who do not wish to sign the Sale Agreement until it has
been definitely confirmed that the deal will not be referred to the
MMC. On this point I understand that David Young is content at this
stage with the advice he has received from the OFT, based on an
exhaustive series of consultations with the main interested parties,
that the deal should not be referred. We must now allow the deal
two weeks in the public domain to allow representations to be made
to the OFT from any other interested parties. I fully expect that
at the end of that pricd the agreement will be signed and the sale
completed.

1 am copying this letter to the Prime Minister, David Young and
Malcolm Rifkind.

CECIL PARKINSON

Approved by the Secretary of State
and signed con his behalf




guestion: will the secretary of State make an unnuunctment
on the future of the UKRER =hareholding in the Hational
Huclear Corporation T

Answer: AN ynderstanding has bean eonc luded today for the
General glectric Company ple to purchase the UHRER'S 353
minority charehelding 1in the ﬂntioﬁET”ﬁﬁtieaf Corporation.
The Government, OO0 whose behalf the UKAER haz owned these
shares, has agreed to & purchase price of E14 million.

L8 pat wedenh™ e T e
1 believe this dl:&e#an, which gi“EE-EEE_E”EEi?ritY
chareholding. will remove uncertainty about the e
Enrpnratinn's future. — - ¥ 2
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Consolidated Fund (Appropriation) Bill

4. 13- pm

Mr. Deputy Speaker: | have a short staiement to make
ahautl arrangzmenis for the debae on the moetion for tho
Adjournment which will Tollow the pasing of the
Consolidated Fond [-"l.rlp:rll;-l'l::lll-::-l':_l Hill on Thursday 2K
July 1988

Hon. Members should submil their suheecis o Mr
.‘i_jt.nker's CHhce nof Inter han Y am on “'EI"I:IE:':EIJI'!.' 27
Tuly. A list showing the subjects and bmes will be
publishod kater that day. Mormally the time allotied will
not exceed one and a kalfhoors, but Mr. Speaker proposes
to exercize his discretion to alforw ane or two debates to
gontinue for rather longer—up to 3 maximum of three
bcvrs

Where identical or similar subjects have been entered
by different Members whose pemes are drawn o the
ballot, only the first name will be shown on the list, As
eomae debates muy not last the full time alloted o them,
it is the responsibility of hon. Members to keep in touch
with developmenta B they are not o mizs their turm

| wlze remingd hon. Members that on the motion [or Lhe
Adjournment of the House on Fridivy 29 July, up to eight
hon. Members mav roise with Mmisters subects of ther
owm choes, Apphcatons should reach Mo Spenkers
[ MTice by 10 pm on Monday next. A ballot will be beid on
Tuesddy morning and the result made known &s soon a3
possible thereafier,

21 JULY 1988

Fasi Beacior Programme

Fast Reactor Programme

415 pm

The Secretury of Stwte Ffor Eperpgy (Mr Cecil
Parkimson): With permussion, Mr. Depoty Speaker, |
should ke to muke & statement gbout the Covernment’s
futurs funding of the rescarch programme being carmed
cut by the United Kingdom Atomic Energy Authority into
the fast reactor

The propramme involves ithe mapor [ecilities il
Dounreay in Caithness — the prototype fost renctor,
knovwn as the PFR. which atarted operation in 1974, and
ihe associated plant for reprocessing fast reactor Toel, The
rest of the programme takes place al & number of other
authonty sites mcluding Harwell, Risley and Windscale.
This 15 chielly concerned with matenale and fael
development, plant performance and safety.

In the current finapcial year, net expenditure on the
programme is planned at £105 million. of which the CEGB
is contributing £28 million. O that total, sorme £50 million
represents the pet cost of the Dounreay operdtions.

The Government have carried out o review of the
proprameee o the light of the expectation that commencial
deployment of fast reactoss in the United Kingdosn will
not now be reguired for M oo 40 vears. Our overall aim
m the review has been o refmin 3 pombon mo the
technolopy for The Unite] Kingdom ot economic cost. T
considering {bhe progruomme, we huve also had firmly m
mind the mmpormance of Dounrery fo the Caithness
ecomemy, and the coatribution of the people of Carthness
to the development of the fast reactor,

We rccognise that there is continuing benshit to be
securad from operation of the prototype Fasi reacior. We
havve therefnre decaded 2o fund the ceactor wnol the emd of
the Gosncial vear 199304, This will enable operating
experience lo-accumulate For a further five years, We heve
also deided (o fumd the reprocessing plant at Dounreay
until 199697, o process spent fuel from the reactor. Cur
decisions will epfure continuing and substantial eoipioy-
ment at Dounreay invo the lane 1990z

In addition 1o the work ai Dounreay, we have decided
o mmirnbiain o core programme ofF Fast reacior research and
develppment of £10 mndllso i vear, [he presem research
programene will be phased down Lo tht kevel over the next
I8 months, This will enable us to make a conimung
coninbution to the development of the wechnology, We
shall also continme our support tor the exsting
collaboration between European countrics on fast reaocbor
research. Moving to the core programme could mean the
loss of over 1500 jobs ower 1he next two 1o three vears at
@iis olher Uhan Loy

The programeme thal 1 have sl oul recopnises thal (he
commerctl reguirsmyend for the last renctor in the Umted
Kingdom is hikely to be some decades away, At the same
time it will retpin & position in the technology for the
United Kingdom ot economic cost; iU recopnises Lhe
epecinl contribution  of LIounreay- 10 the Usnthness
economy;: and i1 prowdes o basis  for  conhimueed
collabomiion with our Evropean priners

Mr. John Prescott (Rangsian spon Hull, EBastk The
Miniter's statement offers some welcome i shori-lerm
releef for the Dounreay site im Scotland, bat it yet again
increnses the redundancees in emsentinlly high' technology
areas in Harwell, Rigley and Windscale Since the Minister
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has mads it elear that be docs not sec & we for a
comimarcial [agt beeedér repctor lor 30 or 40 years, is he
affering Dounreay a role for only [ve to eight years? There
e chearly @ long trme gap, whach sugpeads o phased closure
programme.  Therefore, does [be Secretary of Sale
aniicipute & mole for Dounreay after 19937

Dines the Secretary of State agree with and confirm
Lord Marshall's statcanent that eading the contribution o
the research programme s justified, snce o privitised
industey wonld not fund such sesearch for benefits that ave
W years away? What will ke the fiture funding for o
privatked eleciricity industey in thiat area?

The Secretary of State states that the research
programes will b reduced to £10 million, What s the cut
in funding and what effect will that have on the spn-ofl
advaniages of noa-nuclenr lechnology, which we hgve seen
p.u'r'.:u.:u|:|.r|3.' 1 il rig slriectires andd oompler controls!
What skills and jahe are nffected by the statament and will
(e Secretury of State identify them by the anthority's sites
in Harwell, Risley and Windscale? What future will they
have for re-employment?

Finally, docs the Secretary of Siate accepr that ithe
reality of todov's slabement anses directly oul of the
Government's Prigrkmime for the ;:-ri.-.-;ﬁm:llln:_:-n ol Lhe
electnanly supply mdustey where the shori-term commer-
cial criteris are in direst condlict with the long-term
matinal micreses?

M. Parkiman: First, | moes! mstke o0 clesr el Uhis does
net anse from the povatisation proposals. Had the

indusiry slaved m the public sector, the sime expmination
would have had 10 1ake place and we would have come to
the same conclusion thal there it no lkely commercial
dpplicition lor 30 to 40 years, The privatisation issue is a
red herring.

Mir. Preseotts YWhat aboul Lord Marshall?

Mr. Parkimson: Lond Mashall would hase had to
persuade the Government to put up the substantial funds
that weold henec:-::ml.r:,' i we were o comtiope, and | have
o remsom (o think that he would hove been in any way
suicoessinl

Draunreay will be a major employer in the regoon until
ithe [ate 1990 1t will be available as a site for acher nuclear
purposss should they arise during that period. My nght
hon. and learned Friend the Secrelary of Stawe for
Soptland will be making intenzive offorts during the nine
Years that this [rETirme ciTers 1o |'rn|_| l.u.'-::.rlnc 1] r-:pluﬁ:
that at oonreay,

I todd the House that £105 million was being spent on
the programme; that £50 million was being spent i
Downreay; amd that the other £55 million represents the
cost of the rest of the programme, | said that that would
be scaled down ower the neat [# months to a core
programme of £1) mailion a8 vear

Hiwi. Members: What does (hat mean?

Mr. Nell Hamilton { Tatton): Will my right hen. Friend
coafirm that, contrry (o the assertions of the hon
Member [or Kingsicon wpon Hull, East {Mr. Prescott),
there s o necessary connection between fast breeder
resctor fechnology and ownership in the privaie sector?
Such mvesiment as takes place in Gesreany comes from
the privata sector,

()
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Will my elght hon. Friend confirm thit the Matona
Maclear Corporation’s design team which is working in
this ares hivs 2 vears” experiise behind it and thers will ai
sorme slage be a futwre for fast bresder techoology, so thail
it 15 important (o keep this technology poing? Hewewer, il
iz perfectly understandable that, in view of long-range
forecasts for fuel prices in the future, it should be pat on
the back burner at this stage.

Mr. Parkimson: Yes, | recognise the important work
dlomee by the NMC i this ames. The best news for the NNC
ia [hat the Governmen! have committed themselves to a
major new progrimme of pressurised water reactors which
will #psure that that important nationsl facility and skill
contmues (o be psed.

Wir. Hobert Muclennun (Cnithness and Suilberland):
Why his the Secretary of Stale taken such grave sand
damaging decisions before the reorgansation of the
glectncity supply indusiry and before it could give him a
coherent statement of iis view of consumcrs’ noeds? Why
has he done this bafore the responachility lor carrying oud
reaearch and develapatent into all ouf longlerm fusl neads
has heen reallocated, & it will have o be following
privatisation?

The Crovernment’s intention to reduce participation in
the European collaborative programme o a mere £00
milfion may well be seen by our Burepean competitors as
a eop oul, and it may even seupper the collaboration. Has
he taken soundings of those Gowvertmsents  befone
anncuncing this, or is he prepared to let our lead in this
arca pass o Fraoce?

Why has the rght hon, Gentleman not stated more
preceely Lhe loss of jobs associated with the decision ai
Diounreay and in the north of Scotland? What sicps have
been agreed by him and his Cabinet colleagues to ofTset the
undoubted cecnomic damage that will be done o Lhe
aorth of Scotland? He has been vagies an thal, and that
will nor be acceptahle,

I recognise that forccasts of encrgy supply neods are
motoroasly difficult to make, bat why has the Secretary
of Btate suddenly changed the Government's loresast from
approgimately M oyears to approximately 0 veard? Has be
simply plucked that figure out of the air?

Finally, will the Secrefary ol Stale recopnise that the
chigmiay whach was fell by my constituents end many peoplhe
Herougheal the country aboul this programme stems not
enly from anxicty about its Impact on the economy of the
north nnd those other estoblishments whore the wark is
more immediately being ous, but because they have a sense
thal two penerations of work on producing 2 sopech
British technological achicvement which leads the workid 15
being handed to our commersial competilors?

Mr. Parkimson: If the Opposition hsfencd to the
stitermeat instead of thinking about thelr supplementany
questions, they might hear the answers 1o the questions
thmt []IE:.- Eul".ﬂuquenll}' ask, The stetement made i€ clear
that 1,500 jobs will be [22tin the next 18 months ai the sites
ather than Dioamreay. That was in the statement. There is
a0 guestion

Wir. John CGareett (MNorwich, South):
redundancies al each sipe?

How many

Mr. Pprkinson; That hos not yet boen settled, becanse
ihe distrbution of the work has to be determined in the
light of the mew progromme.
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Lord Murshafl has made 1l clear on povaelbisstion thai
he would not proposs to support the programme beyond
1958 and 1t iz clear that there will e no commercinl nesd
for a reactor for some considerable time.

The hon. Member for Caithness and Sutherland (M.
Maclennan} talks ahout European collaboration, hot ket
me femind hMm than ar chis moment the French
Superphenix 15 oul ol action and the Cermans, who were
suppossd to buld the nssl reictor, canaot even obdam. a
licence for the operation of their demonstrotion fost
reactor, so that programme isin abeyance. We are offering
a continuing programme of work on {ast reactors and
reprocessing, coupled with a core programme of research.
That will enable ws to play a sobstantizl part in the
Evropean coflabaration.

Several Hon, Members rose

Mr. Depaty Speaker (MWr. Harold YWalker): Order. |
remmind the Hoose that we have another importang
statement and o number ol fmportent debiles Lo Follomg:,
Therelome, may we have boel guestions, plegse?

Mr. [an Broce (Dorset, South): Will my nght hon
Friend say a few words aboot Winfrith, the Avomic Encrgy
Autharity facilicy in my constitvency, which 1 helieve &
doing some work on this programme? Wall ke aio say a
few words aboul the nuckear energy research progromme!
We all zaw st the last general election thal ihe
Conservalive party was the only one committed To
continuing nuclear energy, | am amized at the comments
coming from the Chpposition. Will he say something aboom
our continuinag research on pressurised water reactoss and
other arzas?

Mr. Parkinson: My announdement today represents
phout o quarter of the work of the Atomic Energy
Authamty, That is the £105 million programme, of which,
g8 [ kave pxplained to the Hoose, aboust £60 mitlion is doe
to be reczined well into the next decade. Therefore, the
anthority has a sulstantal programme of other warck, The
authority will have 1o make some major sdjustoenis a5 4
rosull of this antouncement, and that 15 recognised. The
authority commands the almosl exclisive ase of some
skills thatl are in short supply and we e etz there bo be
guile a demand for the personnel that the awthority
releuses

Mr. Tooy Benn (Chesterfeld) : 1s the Secretary of Siale
aware that although his slatement was cast in - bland
language, be is plainly syimg that the fast resctor 3 not
commercial and cannot be seen to be commercial for the
lnresesahle Tufure?

The right lion. Gentleman will know beiter than anyone
that Lord Marshall was one of the mosl passionala
advoeates of the fast reactor amd that m 1974, during my
penod in the Secretary of State™s office, he was demanding
the immedsicte building of a full-scale fast bresder reactor?

The nght hon, Gentleman's stutement will be welcomed
because ot B the hicst stalement by 8 Minister in this
Ciovernment that a complete line of owclear reactor
svEtems is to be phesed out. The many skills of thoss in the
industry meed to be safepuarded, but 1 hope that the
Secretary of State will come clean amd tell ws thatl the
decision has been dictated n part by the fact that thers is
a big pressurssd woter réactor programme from Americs.

Furthermore, while I strongly disapprove of privatisa-
tion, I know that when one privatises one does not back

651

2 JULY 19%R

Foxi Reoetor Progpreome 1282

non=commmerci] projecls such ns the Bsd breeder reiclor
programme. Ons of the reasons why the whols noclear
programme in the Linited Siates has been at o halt for 10
years is thal oo private ublity in America is prepared (o
bmild any reactor svstem, and that inclodes the pressurised
waler reactor to which the Secretary of Sfate now secks to
commit us by a starainry requirement that a givan amownt
ol electmaly mnst be generaied by nochear mzans,

Mir, Parkinson: 1 have announced cleacly that there will
be: o eommercial demand for this icchnology for some
dicades. That was mot always the case. Prosumahly the
raght hon, Member for Chesterfield (Mr. Benn), wha
supporied the proaramme when he wis Secretary of Siaie,
i not alesvs hold the view [hat he now holds, or he
would have made & decision, like the decision that [ have
announced today, o reduce this techmology dnd its costs
to a more bearable size. He did not do that,

The rght hon. Gentlernan asked aboul privitisation,
andl privatisation has forced us to face up 1o questions that
shoul] probabiy heve beep asked some yeurs apo

Sir lan Lioyd (Havanil: 1t is extraondinary how the
mdclese cookie crumbles. My dght Bon, Frend (he
Secretary of Siate has made & statement with grave amd
far-reachimg mmphicntions, which | have no doubt the Select
Committes on Energy will wish to investignte in some
detail. In advanee of that, however, perhaps my nght hon,
Friend wall glucidate four poings.

First, what are the erocial assumptions that he las
made in reaching his decision thiat a commerncial fas
bregder reactor will nol be regurrest [or 30 Lo 40 yearsT

Secondly, what financizgl contributions does he expect
to be made by the Central Electincily Generating Board
and s successors after 1903047

Thirdly, why does he believe that the core programme
of fast reactor rescarch can be sustained on the minuscale
sum ol £10 million when the existing programme lkas cosi
wll aver £100 million and hag not been successful?

Fourthly, what will be the financial level of the British
contribution to the BEuropean [ast bresder reactor
progromme, and finally, have we abandoned all intention
of taking part v the possible construction of a commercial
st breeder reacior in Europe?

Mr. Parkinson: My bon, Friend asked me sbout the
crocial assonmptions, The commercial eleotric uiilities see
ne possibifity of ordering & commercial fast breedet
reacior for the Tomsesable Taiore—or many decsdes
and that is very important. If there is no customer, [0
continue with & huge programme, which nssumes that
there will be & customer, 8 to fool oneself. Secondly, the
£1f million core programme, coupled with the additional
work which will be continned at Dounreay, will enable ws
to continue to malntain and incrense our knowladge of fast
breeder resmctors und their working for (he foresesable
furture:

| have alreacly mentioned that the Buropesm
colinboration & in some disarray. My hon, Friend miny
bave noted that, m addition to'the lact thal the Crerman
programme has been stabled, the Halians howe held a
referendum and have virtually been ordered to pull oot of
the HEuropean collaboration, | have had discussions with
my German and Fronch eounterparts, amd [ shall b
having further discussions, o establish how we @n
mmintnin & senmble progeamme that will not cost as moach
a6 the previous programme,
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My hom, Friend asked whether we will contribute to the
cost of & Posropean [ast rexcior, | should have L'||.|:|I.|EI|1 that
10-wns cleas Lhot we de nol think that thees woeuld ba any
PUrpOsE in rking the huwe £100 million investament that
wirilel he needeed, and we shall therafore nog be Lk ing part
in ihe Eoropean [ast beeeder rmeaclior construclion
PTOET LIS,

Mr. Alex Salmond (Ban(T aed Buchan): The Secretary
of State referred 1o Dounreay being available for other
mislenr TS shiciilil '||H!:|.' ansd, Are they codewnris
for nuclear dumping in Caithoess® 15 ool the clear
implication of the statement, which puts a fine tme scale
odqr the operations ar Dounreay, part of a softening-up
process (o make the area acceptable for EDRP, the
Burapean demonstration reprocessing plant. or maclear
dumping—the dirty end of the nuclear indusery? Does

rert Bl futuse of the Caithness economy Lie in diversifying
aul of the nucear ndustty and i alternative and
renewabde energy resources, whose wial rescarch budget
from the Department of ensriy i3 only one sixih of the
hu:_lgn:l af the Tnwl bresder '|'|r~::-gr..'|mn:.t'§'

Mir. Parkinson! The hon Gentleman would be quile
wiang 1o say that | was sugpesting thai we should keep
Dounreay open 30 that it could accept the Mirex
an:lp-q,:wh., Thut 15 not the case, I}uri:ng the mext L'iEI'JI. or
nine years, there may be other nuclear wark which may be
suitable for the area. T do not say whether thers e, but if
the facility is available, the work conld be done. There are
possihilitics of other work but they arc so gencral that |
cannat glve Marther details of them ar the moment. The
Fucrlity will be there if it & needed and it will be there Tor
ihe next sight or nime years,

I s clear that the hon. g&.nlh:m:m does na represenl
the *_'nnﬂ:ilm:nl.::.' ithill contains Doonresy. I 1 had
nnnounicedd thik we were closng the reactor forthwath, that
2000 jobs would be bost and thet we hopsd for @
programme of diversification, be would have been the firsi
person to stand up and start shouting: In fct, we are
AnOoEncing a continuing programme and my righl hon,
and learned Friend the Secretary of State for Scotland has
announced that he will work 1o try to snsure that other
Jjbs become available as Dounreay runs down,

Mr. John Hannam [Exeter): Will my right hon. I'nend
confirm that the main reason for the non-wabihity in the
immediate Tuture of the fast breeder reactor and other
encrgy technologies such as liquefaction and gasification
i5 the long=term fosecast of lower alecinicity Nl costs® Wil
be also confirm that we shall be maintaining o British-
bosed technology?

Mr, Parkinson: We are irying to maintain a positicn in
i technology which we still belizve has a folure—alben
mush delayed ac compared with oripnal expectations. i
will be some considerable ime before the fast breeder
reactor 15 nesded — if ever. We believe that the
technology has been proved at Doanreay; we have shown
that we can construct and operate a fast breeder reactor,
which is at the moment pumping ebzctricity inte the arid,
By the time we close it down, Dounreay wall have served
its porpose i showing that the fast breeder reactor is 3
techmical possibility,

Mr. Broce Miblllan (Glasgow, Govan): The answer thaf
the right hon. Contleman has just given i (e firt clear

L]
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statement of what is going to happen affer 1993, We .
weleome the fact that theére are 0 be po Immediate
redundancics at Dounreay, but the Seeretary of State has
miw said, has he not, that in [193-94 Downreay will close
down s thai the reality? [ larerruption. |

Mr. Parkinson: | nm afmd that that s washful thimking
on the parl of the bhon, Gentleman who @5 viokenthy
opposed to nuckear power in any fomm

Mr. Millam iralicaied dizsen,

Mr. Parkinson: Mot the right hon Centlemin, but the
hon. Member for Kingston upon Hull, East (M
Prescott), who has been busy daing & bit of electioneering
o this impartant sSsoe,

The facality will not close down in 1993, What will clpse
clewn 1n 1993 15 the reactor, and the reactor employs a
small propostion of the people on the site. We estimate
that by 1995 (here will siall be | K people work g on thad
sile—-0n reprocessing, decommissioning #nd secury, Al
the end of the operation, there will siill be 3H contimang
jobs on the site in security and maintenance

Sir Trevor Skeel (Bedfordshive, Marth): Followima
Ivom The Secrebiry ol Biame's decwion, whal doet he
propose o do with the 45 1onnes of plutonium That would
have been used in the (ksl reactor sysiem, which we now
understand is to be deferred for My to 40 years? Wall be
bear in mind that the international cellaboration has been
serioualy set back om theee fronts—CERM, space and
naclear enscgy?

Mr. Parkimson: | have already sald that there &5 po
pRITpoEsE m conbinuing with the progrroe, whiicl wis
originally based on the assumption that commercal lasi
reactors would be needed edrly in the next century. It &
now clear that they will not be needed. The Government
have faced op fo that and have come forward with & set
of proposals that recognise the contnbution of Dounreny
and the need to run the Dounreay site down in & careful
way over g long pericd. They also recogrise that we shoold
retain & position i the iechnology, and that i what we are
duing,

I am mot bere today o disces the other projects that
my hon, Fneod meEntonsd. We are racognsing the
rentities ol the [osl seactor programme and making
arenngements (o mamkarn the lechiobogy in an sconemc
way.

Mr. Tom Dalvell (Linlithgow): When the Secretary ol
State was pressed by the hon. Member for Banft nnd
Bochan (Mr. Salmond) on what heé had said to my hon
Friend the Member for Kingsion upon Hull, East (Me,
Prescuil) aboot other neckear purposess, stooukl they anse,
his reply was o sy, “After all, they are 3o general that 1
annnot go inke them. ™ But some of us have gone info them
with the directorate of Doonreay. Ax the Secretary of State
well knows, one possible purpose 5 reprocessing and
another is the problem of what to do with those 10
Minisiry of Defence submarine reactors, which must be
reprocessed, monitored and stored somewhere by the carly
19005, Will the right bon Genflemian be a little more
forthcoming about those altermatives?

Mr. Parkinson: The hon. Gentleman has mentioned
some of the possibilitics, but no one is prepared 10 make
any comimitment that the Dounreay site will be wsed o
any of those purposes, alihoogh they are e sor ol

purpose Tor which it might be used. The Minsiry of
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Defeno and other bogdies that bave been consulted do not
wanl (o be committed to wsing the site. That is why | smd
that if the site is 2vailable and nesds arise it will be possible
fer e 1L Bl there i oo commtment of any &ort that il
will be wused for any parpose other than s present one.

Mr. Allan Stewart (Eastwood): Does my right hon
Friend agree that the' logic of the SMP policy—as far a8
such a description is sppropriate — 15 that Dounreay
should be closed immediately? Is not this ansouncement
a positive ouleome for Donoreay and Caithness, bocanse
it guwruniess substantial employment until the tate 199057

Will my right hon. Friend say anyihing Turther about
the waork that our right hon, and learoed Friend the
Seoretary of State for Scotland will undertake? Can he give
an assurance that it will invedve the Highlands and Islunds
Development Board and the local authorities? Might 1l nol
be helpful if there were o meeting with the Scottish Tihee
in ke near Tuture to consider the leng-lerm oconomic
opporiumities for Caithness?

Mr. Parkinson: Ycs, my right bon, and learned Friend
will he discussing this matter with (he Highlzods and
Idinds Development Boord, 1 confirm what my hon.
Friend saad about the Scottish Mabonal party. The only
suggestion that the hon, Member for Ban{T and Buchan
(Mr, Salmomd) made was that we shoukd extend the
renewables programme. 1 suppose he means that we
should cover Caithness and Sutherland with windmlk.
That is not o particularly sensible policy, nnd #1 woukd
ensure that 2,000 peopls were put oot of work now, with
oily the possibility of work inthe Future.

Several Hon, Members rose—

Mr. Deputy Speaker: Order. T oshall call all hon
Bl eanbws who are rsing.

Mir. Charles Kennedy {Roas, Cromarty and Skyed: Does
the right hon. Centlemen appreciate that this statemen)
marks the final nail in the coffin for an economic
programme for the Highlamds and I1slands that kas been
fostered by successive Governments of both political
colours and which invelved the Corpach pulp mill —
now closed—rthe Igvergordon alumimigm smeller—aow
closed — and the Dounreay fast reaclor progrufmms
which, in the words of the Secretory of Stile, 1 to chose
in the 1WAk

[ refer to the guestion asked by the hon, Member (o
Eastorood (M, Slewart), Will the Secretary of State =y
anything more about the intensive efforts 'over the next
nine years that the Secretary of State for Scotland will
make to try’to undo the structoral harm dooe o The
economy of the Highlands. | can tell him, on behalf of my
constituency and that of my how, Fricnd the Member for
Caithness gnd Sutherland (Mr, Maclencan), that if they
e s suctesalul as the efforts of the past nine yéars made
by the Scottish Ofice, unemployment will continne 1o rise
and the'sconomy will continae to collapse,

Mr. Parkinson: [ have slready tald the Howse that there
will be substantial employvment af Dounreay, | mentioned
the figure of [ 400 in the mid-19%0s. That figure will slowly
dechne. At the ensd of the decade, ahout 30 pmpl: will stull
be working al Dounréay on mainlenance and securty
That will be & continning commitiment. Right through to
the end of the 1560k, ut least 300 will be emploved, amd
there will be considerably more than that far most of the
|99 During that time, my right hon. and learned Friend

L-LE]

21 JULY 19&8

Faxi Regcior Programive 1256
will be working hard with (he Highlands and Islands
Development Board o see whal other jobs can be
altracted to the area. At least he will kave & lot of time in
which 1o work to make this transiion as- painless as
possible,

Dy, Michael Clark { Fochiiond) : 1= my rnght hon. Fricnd
wware that many of us who take an iolersst in the
technology of nuclear generation are somewhal apprehen-
sive aboul Loday's statement? Is it mot possible that the
right hon, Member for Chesterfield (Mr. Benn) was right
e gay Chat (his is the boginning of the end for the fast
breeder programme’? Does my right hon, Friend agree that
it is difficult to mark tme in echnology? Eilher we go
forward with others or we stay behind on our own. Wil
his Department do all thal it can to ensure that we kesp
abreast of the know-how in this iechnology o that we can
re-=nteral some later time, as e aill almaost certainly want
to dot

vir. Parkinson: We are ool leaving this technology. As
1 hove sabd, we shall operate various parts of the plant for
il lemst nime vears, We shall séill have a subsiantial nescarch
programme after that, It would not hove been justified to
continue with expendituse on this scale and then (o invest
another ES00 million in & Earopean fast reactor, knowing
thiat thers was nicd likely 26 be a commercial customer for
the technology [or decades. We have faced up Lo the
eealities of the [hst renclor peogramme and we are
reiaining o position m ot

Alr. David Heatheoat-Amory (Wells)- This o s and
difficult, but correct, decision. 1 congratulnte my right
hon. Frenmd on Facieg op to the isue other ihan
postponing the decidon. With the continuing low price of
uranium and the comparative success of other rewgior
types, it must be right to reduce expenditure on the fost
reactor, whose prospects ate comparatively poor

Will my right hon. Fricnd confirm that his commitesent
to the rest of the nsclear prosramme, and m parhculir (o
the PWR programme, s ondiminshed? Will he o see
whether ressarch stalT can he transferred from the [asl
reactor to the PWR programme?

Mr. Parkinson: | am happy o conlimn Lo my hon.
Friend that the Government remain committed, as they
were in their election manifesto, to- maintining 4
substantial nuclear programme. | was sl Siewsll on
Monday and | have bad news for the Opposilion. Suewell
i running ahend of schedule and all the signs are thal il
will be built to time and 10 cost and that m will bo an
cfficient station pumping ekectrcily into the grid in 1954
I ave set up an inguiry inte Hinkley Pomt T have had no
other applications from the CEGR. | understand that
these will be two more, The Govermment remain
committed o maintaining w  substantal | nocbear
'FII'l_'lEI'.ﬂI.'I‘lI'I’]E

Mr. Tony Baldry (Banbury): Given that fast brocdeor
reactors are unlikely (o be commercially viable, at least For
decades, is mot ihe only responsble decision that any
responaibbe Government could twke that which my nght
hon, Friend has announced this nfternoon? 18 i mot clear
that the logscal conclusion of the epergy pobees of all the
opposition partiss would have beem the diecimation of
Dowtireay — and of the whole of e rest of Brivsh
nuchenr imdusiry—a long time age? 5o ther mdigstion
this aflernoon is quile syirthelic.
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Mr. Parkinson: My hon, Friend has identified the
Opposition’s problem. That is why they it multering und
shoputimg  from sedentary positions. They are. wholly
opposed 1o the entire nuckear programme, Had they basn
in power, they would have closed Dounrsay vears ago, and
thousands of other people in the industry would have been
put out of work.

21 JULY 1988

Fhory Bravhers ple

Short Brothers qlc

4,49 pim

The Parliamentary Unsder-Secretary of State  for
Murthern Irefand (Mr. Pefer Vigeers): With permission,
Mr, Deputy Speaker, [ wish to make o statement about
Sharl Brothers plc

My mght hon. Friend the Sebretory of Staile for
Magthern Ireland informed the Hoose on 24 June that we
are eriously interested in possihilftics for privetisation.
We i, therefore, actively seeking the return of Short
Brothers plo into the private sectof from stzic ownership.

In this copnection, | wish ofmike it cear that the
Covernment are ready (o consader suitable proposals that
mirght lead to the acquisition of Shart Brothess by private
sactor intefpsts. | invite orpenizafions which can secure the
necesiary fikancial backing to fome forward as a0on as
poasihle,

The Gaverngient would preftr to transfer the eompany
as-a whobe to (he private sectof. We would nod, however,
rale out the salevof the differget parts of the business to
separate inleresss,

In considermg alyy proposals, the Government will give
full weight to the cgninbutign thai a contimuing viahls
bsineas eoitld maka Yo the Morthern Treland ELEMTIONTY,

My statement {lay  follows the povernment s
comsistent approach thipughoul the United Kingdom ol
secking 1o replacs suie rehip with the Benefits and
opportunitizs that flow \from effective private seclor
leadetship. Those benefits Bave beca clearly demanstrated
i the cofmpanies that hage'already been privatised

Shorts has many achievergents to {14 name, especially
in. exporls, and it s gn mportint contractor lor the
Mimsiry of Defence. The Ciokernmment believe that the
future of a strong vialfle busineys a1 Shorts i@ best sepved
nat by continued depghdence on public ownership, but by
the disciplines and gpportunitics, of the privale sector.
Rl’.‘-lurmn_g the com ny [o prival -::-W||r|.'n|:|'|'.-, therefore,
offers the best progpects of its fudyre development and
levels of emplovment in the longer ferm

Mr, Jim Marshall (Leicester, South): 1 hope thai ihe
Ulnder-Secretary fefl not misunderstany] if 1 weleome him
b the Drispatch Box, We have read a grkat deal about the
Coveroment’s dnfentions  towsrds  GiovVernment-owned
COmMPAnieS in Morth of Treland, bul Yhe presence of
Mimsters in the Chember 1o make those fptentions clear
has been rare fEven the Under-Secretary will have 1o agree
ihat the Upgposition, especially my hond Friend the
Member or  Kingston-upem-Hull, MNerth (e
McMamarah have had w0 go o great extremes th encourage
the Undef-Scciclary (o malke 8 simicmehn  Belore
Parliament rises at the end of next wesk.

Althodgh the statement has been mode (oklay, (he
Under-Secretary must agree that it is very short §n what
will happen to Shorts and Jong on the Govergnent's
mntentyhns. Wi believe that it s regrettable that the Yuture
of Haftand and Woll¥ will stll be subvaet bo somjecinn and
onceptainty, The future of Shorts should be dstermindd s-
quigkly ws possible. Fam sure that the Minister agrees that
we fare wilnessng the continued victory of Thatcherie
ecdnomic dogmatism over the renl cconomic necds &7
Morthern Ireland. The Minister must also sccept that th
Provernimeil dre seeking to esgape their responsibility fo

e industrial and economic well-being of the Provinee
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May I supgest one supplementary point to Mr Wilson's
brief of 20 July?

Z. I understand that the fast breeder decision involves a
sharp run down of staff at Harwell. As you know, Aldermaston

: e 4 s -
and Burghfield urgently need technically gualified staff for

I'tident. | have asked Sir Michael Ouinlan to explore the
4 I
O ——

scope for ensuring that Aldermaston and Burghfield get as

Vg % g .——I—‘ w5 — -\
many as possible of the Harwell staff who could be used for
e —

[Tident watheads.

—

T
3 It would help if vou could give a remit to be recorded
in the minutes for this to he pursued vigorously.

Fees.

ROBIN BUTLER

21 July 1983

CONFIDENTIAL
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DECISIONS
Mr Parkinson proposes that the UK Atomic Energy Authority's

research and development programme on the fast reactor, which has

cost £3.5 billion at current prices since it began, should be
e

drustiﬁally reduced over a lengthy timescale, on the grounds that
it _tan no longer be juEtif‘Eﬂ on energy policy gruunds You will
wish E{A) to decide

whether it accepts Mr Parkinson's proposals. His papsr

sets out faur options: sSee Annex II. His recommendation
ig for a_égazgied version of option 3, invelving closure
of the Prototype Fast Reactor (PFR) in 1993/94, continu-
ation of reprocessing at Dounreay for three years after
that and retention of a “"core" programme of R&D costing

EJ0m in 1989-90 and £10m per annum after that:

whether Mr Parkinson should make an oral repert to
Cabinet, followed by a _statement to Parliament in the

afternoon.

2. The financial implications of Mr Parkinson's proposals are not
e e

tlear from his paper. You will wish to clarify the cost of Mr

— e —
dcc de in principle whether or not thcre should be a Bcottish

contribution. The detailed numbers may need to be left to be

-'_-_- »
sorted out in PES.

3. In considering the implications of closure for Northern

e
Scotland, you may wish to ask colleagues whether any other publie

— ——
sector work could be transferred to the Dounreay area. You could

—_——

( SECRET )
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also ask Mr Parkinson whether further work is needed on the future

of the UEAER, given this decision and last week's agreement to

wind up fusion work when JET ends.

BACEKGROUND

4. You considered the foture of the fast reactor programme at two
meetings with the Chancellor, Mr Parkinson and Mr Rifkind on 5 and
14 July. The options considered then, which are discussed in Mr
Parkinson's paper, weres:

Option 1. continuation of the present programme at a somewhat
reduced level, plus participation in a Furopean Fast
Reactor. This is the option recommended by the UKAEA;

closure of the Dounrsay plant by April next year, with
residual R&D programme con the fast reactor of £10m a

year thersafter;

closare of the Dounreav prototype fast reactor in 1993-4

when its fuel is used up, with reprocessing continuing

fEor three further years and a residual R&D programme as

in option 2;

e ——
closure of the Dounreay reactor by April next year,
with reprocessing continuing until-April 1992 and a
residual R&D programme as in option 2.

The costs and employment implications of these options are shown
in Annex II to Mr Parkinson's paper. He recommends option 3,

e

modified to acconmodate a residual programme of £20m, rather than
£10m, in 1989-90.

5. Inacecurate reports about the Government's consideration of the
Fast reactor programme have appearsed in today's press. They
suggest that European collaboration will not be pursued, but that

—

the UK's own programme will continnea.

—— ]

SECRET )

- R — s S ——
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ISS50ES
Options for closure

6. There is unlikely to be much debate about the fundamental
decision to withdraw from substantial fast reactor work. There

may also be a fairly ready acceptance of option 3, given that the
Chancellor has accepted the political case for allowing a longer
transitional period for Dounreay. The PForeign Secretary may,

however, “wish to discuss the international implications of with-
drawal. It is likely to be regarded as an unwelcome development
by those countries still committed to major fast reactor pro-

grammes. Our European partners are in some disarray over thedir
present fast reactor work {paragraphs 10-14 of Annex 1). They are
likely to be disappointed by our withdrawal from plans for a
Buropean Demonstration Reprocessing Plant (EDRP) at Dounreay as

part of the European Fast Reactor prupasals. Mr Parkinson says

that they should welcome the 'riLanLun of Dounreay but, given
T g

plans for eventual closure of PFR and the reprocessing plant, this

e ——
does not appear to be a strong card. You may wish to ask Mr

Parkinson to confirm that there will be no major international

difficulty in implementing his proposals.

Costs of option 3

7. The financial implications of the proposed rundown ars

unclear. Two gquestions arises

what is the cost of option 3, modified as proposed, and
—— ey
how does it compare with the provision in the baseline?

In other words, does it invelve a bid for extra expendi-

— e
——

tura?
Sy

should there be a contribution from the Bcottish Office

to meet some of the costs resulting from a sSlower rundown
at Dounreay? —_—
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8. At first sight option 3 might produce a small public axpendi-

N : e - -
ture saving, taking the present finaneial year and the next three
financial years together.

1988-89 1989-90 19%0-91 1991-92

Option 3 as sat
put in Annex II a7

Present Baseline 77

=+ ED‘ = 15-5‘

2. There are however two factors which suggest that the net
gffect could be a net increase in public expenditure over the

peried, if the proposals in the paper are accepted. First, Mr
Parkinson proposes that the residual RaD programme should be £20m,
ey, -t
not £10m, in 1989-90 (see paragraph 15 of his paper). The effect
of this on the figures above is not known becaunse the additienal
E—
E10m will affect the pattern of redundancies year by year: but

whatever the precise figures are, it will be an offset against the
savings which would otherwise be sxpected. And second, we

nnderstand from the Treasury that the figuree for option 3 in the
paper do not take account of the cost of the UKAEA's 10% levy on

e . - # :
Department of Energy programme axpenditure which finances their

underlying research. If the effect of this levy (which is
ineluded in the baseline) is added to optien 3, the costs of that

option go ap by:

+ 10 - + 6

10. You will not want the meeting to g=t bogged down in the
detailed figuring. BEut you may want to ask Mr Parkinson to say

how _his modified option 3 compares with the baseline and whether
he is making an additional bid. At your meeting on 14 July you

sETO TET Eny CosStE Of phasing beyond option 3 should be contained ﬂ

within existing expenditure programmes. If necessary, the figures

may need to be sorted out as part of this year's PES exercise.
_-_'_‘—\—-.-
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But you may wish to make it clear that the Sub-Committee has not

automatically approved any bid for extra expenditure by approving

o

the ﬁfupusals in the paper.

——

A contribution from the Scottish Office

11. The Chancellor has reserved his right to raise at E[A) the
posaibility of obtaining from the Scottish block the extra costs 4

af pursuing Option 3 rather than Option 4. These would be (from

Annex 2):
1989-90 1990-91 1991-9%2 1992-93
12

The guesticn also arises whether there should be a contribution

from the Scottish Office to the extra £10m which Mr Parkinson is
R ~ = %

proposing to add to the residual programme in 1289-90.

12. Here again the figures are complicated and the Sub-Committee
will probably not be able to decide at this meeting how big the
Scottish contribution should be. The issues would be more
suitable for detailed disecussion in PES. But you may wish to

reach a decision now on the principle of whether or not there

should be a Scottish contribution.

Announcement

13. @iven the sensitivity of the decision, there is a strong case

for making an immediate announcement. You may wish to ask the

appropriate.
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Conseguences for Caithness

14. At the last meeting of Ministers, Mr Parkinson reportad that

MCD might be able to transfer to Dounrsay work in connection with
the noclear submarine programme, but that a decision on this would
not be taken before 1930 at the earlieat, ¥ou may wish to ask Mr

Younger whother this date could be brought forward, and whether
, any other MOD work could be considered for transfer. The support

for nuclear work in the local Caithness community is valuable, and
should be made use of if practical. You could alsco ask Mr Ridley

about the prospects for a NIREX nuclear store in Caithness. More

generally, colleagues might be able to suggest other areas of
public sector work which could usefully be transferred to the
area.

Consequences for the UEAEA and for BNFL

15. With the conclusion of the majar fast reactor programme and
with fusion work finishing after the end of JET, the UKAEAR will

—_—
become much smaller. You may wish to ask Mr Parkinson to consider

(over, say, the next 6 months) whether any organieational changes
should be made to the Aunthority in the future. He may say that

therea is a strong case for continuing its work on forms of energy
other than nuglear, much of which is privately funded, and on
nuclear safety and environmental issues, on some viable basis:
but the changes are sufficiently radical to raise important
gquestions about the role and organisatien of the Authority.

16. A more limited issue concerning the finances of the URABA may
be raised. There is some doubt about whether it would be legal

for the Government to make grants to cover the rundown costs of

the fast reactor programme. If these doubts are correct, the
costs may have to be met by further borrowing by the Authority.

But the Authority in [uture may not possess the resources to repay
such borrowing. You may wish to suggest that this be sorted out

bilaterally between Mr Parkinson and the Treasury.




17. Mr Parkinson says (paragraph 7) that reeyecling of plutonium in
I‘—-
the fast reactor constitutes the main rationale for reprocessing.

This implies that ending the fast reactor programme would have

serigus consaguences for BNFL. You may Eiﬁh to agk Mr Parkin=on

about the depcigion's implications for BNFL's long-term wiability.

—_—

HANDLING
18. You may wish to ask the Becretary of State for Energy to

introduce his paper. The Chancellor of the Exchequer and the

Secretary of State for Scotland may wish to comment first. The

fecretary of State for Foreign and Commonwealth Affairs and the

Secretary of Btate for Defence have been invited to the meeting.

other Ministers may wish to contribute to the discussion.

E T J WILSON
Cabinet Office
20 July 1988
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DRAFT: 20/07/88
17.30

With permission, Mr Speaker I should 1like to make a
statement about the Government's future Ffunding of the
research programme being carried out by the United Kingdom

Atomic Energy Authority into the fast reactor.

This programme involves the major facilities at Dounreay in
caithness - the Protoctype Fast Reactor known as the PFR,

which started operation in 1974, and the associated plant

for reprocessing fast reactor fuel.

The rest of the programme takes place at a number of other
Authority sites including Harwell, Risley and Windscale.
This is chiefly concerned with materials and fuel

development, plant performance and safety.

In the current financial year, net expenditure on the
programme is planned at £105m of which the CEGE 1is
contributing £2Bm. Of this total, some £30m represents the

net cogst of Dounreay operations.

The Government have carried out a review of this programme
in the light of the expectation that commercial deployment

of fast reactors in the UK will not now be reguired for 25-
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30 years. Our overall aim in the review has been to retain
the technology for the UK at economic cost. In considering
the programme, we have also had firmly in mind the

importance of Dounreay to the Caithness economy.

Mr Speaker, we recognise that there is continuing benefit to
be secured from operation of the Frototype Fast Reactor. We

have therefore decided to fund the reactor until the end of

the financial year 1993/94. This will enable operating

experience to accumulate for a further 5 years.

We have also decided to fund the reprocessing plant at
Dounreay until 19986/97, in order to process spent fuel from

Ehe reactor.

Our decisions will ensure continuing and substantial

employment at Dounreay into the late 1990s.

In addition to the work at Dounreay, we have also decided to
maintain a core programme of £fast reactor research and
development of £10m a year. The present research programme
will be phased down to this level over the next eighteen
months. This will enahle us to make a continuing
contribution to the development of the technology. We shall
also continue our support for the existing collaboration
between European countries on fast reactor research.

However moving to the core programme could mean the loss of
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over 1500 jobs over the next 2-3 years at sites other than

Dounreay .

Mr Speaker; the programme which I have set out recognises

that the commercial reguirement for the fast reactor in the

United Kingdom is likely to be scme decades away. At the

game time, it will retain the technology for the UK at
economic cost; it recognises the sgpecial contribution of
Dounreay to the Caithness economy; and it provides a basis

for continued collaboration with our European partners.
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The Rt Hon Cecil Parkinzson MP
Secretary of State

Department of Enecgy

Thames House South

Millbank

London SK1
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ALLOCATION OF POWER STATIONS TO BIG G AND LITTLE G
e gilts ol 7
Thank you for your l?étér of 12 July,

I am content wikth the proposed allocation of power staticns.

I was concerned, as I know you were, by the proposal to allow the
CEGB's successors to retain potential power station sites,. That
could put them in a powerful position to hinder the growth of
competition from new entrants. 1 nevertheless recognise the need
to press ahead, and to avoid unravelling the deal. I therefore
consider it essential that an arrangement is devised, along the
lines that you suggested, that will remove the potential barriers
to entry. In particular, it should allow other generators to
acguire the sites which Big and Little G do not need or which, if
retained by them, would hinder the development of new competition.
I should be grateful if my officials could be consulted about the
detailed arrangements; clearly the necessary statutory provisions,
and the role to be given to the regulator, must be drafted with some
care, and the procedures for the potential new entrant should not
be too cumbersome or time consuming.

I also think it important that you make clear to Bob Malpas and
Walter Marshall that their proposals are acceptable to the
government only on the basis that they will be accompanied by
arrangements that allow potential new generators access to the

sites. You could note that, if asked, you will indicate publicly
your intention to make sure arrangements.

On this understanding, I am content for you to proceed with your
announcement.




1 am cop¥ing this letter to the Prime Minister, David Young and
S51cr Robin Butler.

}:"’3“ #-u:n:rﬁ.j

NIGEL LAWSON
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ALLOCATION OF POWER STATIONS TO BIG G AND LITTLE G

Thank you for copying me your letter to Nigel Lawson ﬁ;ff?
Ju]yl 1

A,
1 agree that CEGB's proposals will put Big and Little G in a

fair position to Ccompete with each other. But a crucial
issue for competition is whether other generators will have
anough access to sites. I therefore welcome your intention
to provide private generators with powers te acquire sites. I
should be grateful for prior sight of your announcement, and
an opportunity for my officials to discuss with yours the
relavant details of the proposed legislation.

I am copying this letter to the Prime Minister, Nigel Lawsoen
and Sir Robin Butler.

GARETH JONES
Private Secretary

(Approved by Lord Young and
gigned in his absence)
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S Stople,

THE FAST REACTCR PROGRAMME

The Prime Minister had a further discussion today
about the Euture of the fast reactor (FR) programme with your
Bagratary . of State, the Chancellor of the Excheguer, and the
Secretary of State for Scotland. Mr. George Guise [(Ho. 10
Policy Unit) was also present. The mesting had before it the
papers on Dounreay Employment and the costs of the options.
attached ko 3tuoart Brand's letter of 12 July, and a note on
Ehe aconomic implications of the rundown at Dounreay, attached
to David Crawlay's letter of the same date.

I should bhe grateful 1f recipients of this letter could

ansure that it is shown only to named officials and that no

coplies are taken without the auvthority of this office.

Your Secretary of State said that the Ministry of Defesnce
could ses a possibility that thay might want to tranafer
Eo Dounreay work in connackion with the nmuclear submarine
programmea. But decisgions on such work would not ba takan
antil 1990 at the earliest. In any avent, tha Ministry would
not want to contribute to the costs of mitigating tha
employment consequences of the rundown of the fast reactor
programme. The UEAEAR, who were extremely shocked at the
prospect of the rundown snviszaged, saw no scope for moving
work to Dounreay. The best hope of new nuclear work for the
aresa appeared to be a NIREX develapment.

In discussion of the employment conseguences of the
rundown ©f the FR programme,; it was pointed ocut that evan
small numbers of new jobs could help the Caithness economy.
Private sector employers, including a deep freeze company and
an electronics firm, were able b0 run viable businesses there.
The phased rupndown envisaged in Option 3 would be helpful in
providing greater time to create new jobs in the area.

In discussion of the options for closure, considerable
disgquiet was expressed about the increased estimates of the
various options shown in your Secretary of State's latest
paper. Thase costs needed further probing. It was argued
that Option 4 represented the best choice on both energy and
agonomic grounds. Nevertheless, there were compelling
political and presantational reasons for preferring Option 3.
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The Chancellor of the Exchegusr said that the extra costs of
Option 3 over Option 4 should be found from savings within the
Scottish Q0Efice block. The Secrefary of State for Scotland
replied that it was not reasonable to expect the Scottish

ffice block to compensate for these extra costs, especially
since Option 3 resulted in savings, not extra costs, from the
public expenditure bagse line.

It was suggested that there was a case for some further
pnasing of the transitilion to the £10 million 'informed
customar' programme. This might be done by reducing
expenditure from the €54 million to £20 million next year and
€10 million in the following year. The CEGB might react to a
dacizion to an immediate move to the €10 million informed
customer programme by withdrawing their support in a way which
would make it harder to manage Optien 3. This strengthened
the case for some phasing of the move to the £10 million
infoermed customer programme. The extra costs of such phasing
should be kept to the absolute minimum and the axpenditure
should have the maximum effect in mitigating the conseguences
of the rundown.

In further discussign it was pointsd out that the rundown
of the FRE programme would require a major rescructurcing of the
AER, The AEA maintained that the substantial costs involwved
coald not be met f£rom borrowing. But such costs, it was
argued, were a proper use of borrowing and thare was advice
that it might not be legal for the Government to make grants
to the authority for this purpose. Against this, it was
argued that, while the Authority might be asked to barrow as
much as they could possibly sustain, it was not sengible to
ask them to take on loans which they would be unable to
garvice. These igsues needed toc be discussed furthar batween
the Department and the Treasury.

Summing up the discussion, the Prime Minister said that
the group of Ministers agreed that your Secretary of State
should circulate a paper to E{A) Committee with a
recommendation for Option 3. The Department should explore
with the Tresasury a strictly limited additional phasing of the
transition to the £10 million informed customer programme.
Soch phasing should be achisved by the end of the financial
year after next. All the costs involved in the transition to
the £10 million informed customer programms should b= kept
within existing public expenditure programmes. The group had
noted that the Chancellor of the Bxchequer had reserved his
position to E(A) Committee on the possibility of finding from
the Scottish Office block the extra costs involved in pursuing
Opticn 3 rather than Option 4. Once the decision was
announced, your Department would need to ensure that thera
wer2 sound arrangements with the Anthority for its
implementation according to the timetable envisaged by
Ministers. The presantation of Option 3 shoald make it clear
that Ministers had deliberately decided to phase the closure
in order to allow time to pursue the possibilities for
enabling new jobs to be found in the Caithness area.

Your Secretary of 5tate should circulate next Tuesday
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evening a paper to E(A) Committee for a meating of that
Committeea on Thursdav 21 July with a view to reporting the
Committee's decision to that morning's Cabinet. Subjsct to
the decizion of Cabinet, vour Secretary of 5State should make a
statement to Parliament that afterncon.

I am sepding a copy of this letter Eo Alex Allan (HM
Treasury), Sir Robin Butler and two copies to David Crawley
{ Scottish DEfice).

Stephen Haddrill, Esg.,
Department of Energy.
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FAST REACTOR

The reazsocn that Ministera have not selected the fast closurea

Option 2 is to buy time for Caithness. The AEA now tell us

that both Options 3 and 4 are more expensive than indicated
I —— ‘_—'

lagt week. Furthermore they argue for a rfurther

amelioration in the reduction of the research programme in

order to ease job losses elsewhere. This seems to ask for

e —

both the penny and kthe bun.

——
i

At last week's discussion I sought to explore the
possibility of salvaging any commarcially viahle parLs af
M

the operation, and was told by Parkinson, suppnrted by
Lawson,; that the anlysis had not been hurrled, Ehat its

figuring was correct and no commercial pnqqlbilttieg had

——————
been identified. The PM sought to buy time for Caithness by

——

asking whether the "nuclear friendly' attitude in Caithness

could not be axploited by developing alternative noclear
actlvlty there. The options were therfore sent away for

eTLlL i R

Eurther anlysis.

What that anlysie has led to is an attempt to wring mora

concessions for the research programme outside Caithness. A

— —_—
Eiva year run-down for this seeams unwarranted and DEn should

A e —— -
be told to go back to Option 3 as presented last week with

the overall financial limits on expenditure as defined by

their previous costings.
_7__'____._-—-«.1_—4__

___f g B I
L
I'.
: GEORGE GUISE

SECRET
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FPRIME MINISTER

DEAEA'S FUSION PROGRAMME
E(ST)BB)19

DECISIONS

Mr Parkinson has concluded that the UEAEA's national fusion
programme should be hrought to a ¢lose, because the energy policy
case for continuation is no stronger than that for participation in

ma jor intérnational fusion researc

2. The main decision for the meeting is:

i. whether to reduce the present level of expenditure on the

national fusion programme gradually over the period up to

1992-93, keeping it at a viable& level for as long as JET

continues but aiming to end JET in 1992. Mr Parkinson favours
this course. He thinks it will strengthen our negotiating
position in Brussels for minimising future Community fusion
work. But it would mean that the fusion programme would extend
beyond 1992 if we fail to persuade the Community to end JET
than ;

ii. whether to wind down our national fusion programme as fast

as our legal commitments allow. This could add up to £12Zm to

public expenditure over the next ‘three yeara because of
regtructuring costs, but it would bring work to an end by
199293,

3. In reaching a decision, you will wish to take into account the
much larger impact on the UKAER of decisions on the fast reactor

TEE—— —
DO EAMmmE . —

CONFIDENTIAL




BACKGROUND

4. In January E{ST) decided that there was no justification in
energy policy for the UK to take part in future major international
fusion projects (E[(ST)(BB)1st meeting). Mr Parkinson was asked to
review the £15m a year programme of national fusien research, which
is additional to our participation in Buratom's JET project. His
paper reports his conclusions. E(ST) reluctantly agreed ta a
two-year extension of JET to 1992, in view of our eaxisting intar-
national commitmenta to the project.

ISSOES
The options
5. Mr Parkinson sets out four options in paragraph 2 of his

covering note, but then outlines in paragraph 5 a new option which
is not in the detailed paper and is not flilly costed or described.
The conclusion to his paper suggests that the main aim wounld bhe to
effect a gradual reduction in the level of expenditure in the
period up to 1992-93 and then bring JET to an end at that time.
There would however bhe a review of progress in 1990. You may wish

to begin the discussion by asking Mr Parkinson to spell ont what he

has in mind.

6. It might be best to organise the discussion in terms not of
options but of the guestions to be settled and then asking Mr

Parkinson and the Chief Secretary to agree the resulting profile of

expenditure.,
7. The guestions to be settled are:
Should the programme continue indefinitely at its present

level? This is the URKAEA's preferred course and is Option
A in the detailed paper. HNobody is likely to support it.

¥You could rule it out at the start.

Should the aim be eventually tc end the programme? Mr

Parkinson says in paragraph 2 of his note that this should
be the aim. It may be possible to get ready agraement to




How fast shourld the programme be run-down? This iz the

effective point of decision. Thers are two cholces:

continne a viable national programme, including work not

directly in support of JBT, until JET finishes. This

seems ko be the option in ‘paragraph 5 8f Mr Parkinson's
nte; e—

undertake only what is legally required for JET, and aim

to terminate the national programme as sSoon as poasible.
(Option D in Mr Parkinson's paper).

The discussion may in practice be about the choice between these
two options. .

8. Mr Parkinsen's arquments for a continuing programme are:

it would help to obtain a Commission contribution to JET's

decommissiconing costs and their agreement to reductions in

our JET Host County premia. But the paper makes clear

that any such assistance would be linked by the Commission
to our continued participation in the Community Fusien
Programmes. Thus we should have to continue spending
money on JET or its potential successors and probably
continue a national fusion programme to benefit. You may
wish to ask Mr Parkinson whether the Commission's

assistance 18 worth having on thosa terms.

any lack of support from the UFK to JET could be used by

the Commission as a reason for justifying a further
extension of JET beyond 1992. Against this it could be

argued that it would give a clear signal to the Commission
of the seriousness of our decision on fusion if we made a
glear break on the national programme and continued only
to the extent that we were lagally contracted.
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the closure of UEAEA's work at Culham would make it more

S m— : i ;
diffiecult to persuade Scuth Oxfordshire District Couneil

to allow JET decommissioning to be deferred for 20 years.
There is ne direct link between the national programme and
a decision on JET decommissioning. You might ask Mr
Parkinson to assess the risk of greater difficulty. ¥You
could alsec ask him whether South Oxfordshire have the

final say on the deferment decision.

9. The option of continuing only with what we are legally
committed to {option D) i3 described in paragraphs 35=37 of the
note by officials. All work is assumed to cease after 1992-93,

The main arguments in support of this option are:

as that it is the logical step to take in osur national interest
given that the energy policy case for fusion is not strong;

b. that it would lead to significant public expenditure savings

from 1993 onwards.
The arguments against early termination are:
it would produce early redundancies amonast the UEKAEA's

gtaff at Culham. This would be ancther blow to the
Authority;

there would probably be an increase in public expenditure

over the next three years to meet rundown costs, before

savings became available. Mr Parkinson's paper estimates

that the higher expenditure on early termination over
option B (perhaps the closest to his proposal) would be
£4.4m in 1989-90, E4.8 in 1990-91 and £2.6m in 1991-92,
The estimates of rundown costs may, however, be over-
stated: some staff might be redeployed to JET, and some
to MOD establishments nearby;
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it would be particularly awkward not to commission the

COMPAES tokamak, in May BY9, after it had been constructed

at a cost of £10.6m. The £3.5m grant for this from the EC
might have to be repaid. It may be argued that the
COMPASE work would be particularly useful to JET, at least
as regards the experiments due to be carried out on it in
the first 2 years. Mr Fairclough may suqgest that there

could be a case for allowing COMPASS to be used until

1991, as the sole exception to pursult of option D, This

compromise, if accepted, would need te be worked up
further by Mr Parkinzson In conzultation with the Chief
Becretary.
NET
11, NET (Hext Buropean Torus) could be the next stage in the
development of fusion after JET if the Community decided to
proceed,. The costs could be very high. It is therefore important

to aveoid a creeping commitment. The URAEBA already spend a small

amount in direet support to the NET pre-design team. You might ask
e ——————

Mr Parkinson if he is satisfied that NET expenditure has to

continue.

Culham's commercial activities

12. Culham's commercial activities have grown in recent years and
had a turnover of £5.7m in 13987. The paper suggests that they
could cease to be competitive if they were not able to share
aquipment and overheads with the national fusion programme.
whatever decision is taken on the nafional programme, you may wish

to ask Mr Parkinson to look into the prospects for these commercial
activities, either at Culham, in the private secteor or in another
regsearch establishment.

HAMDLING

13. You may wish to ask the Secretary of Btate for Energy to

introduce his paper. The Chief Secretary, Treasury will wish to

respond. We understand that the Secretary of State for Foreign and

Commonwealth Affaire is expected to support the propesal for a
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continuing national fusion programme.

The Chief Beientific
Adviser, Cabinet Office will wish to comment

Other Ministers may
wish tc econtribute

to the discussion.

E T J WILSON
cabinst Office

13 July 1988




r: ]

SECRETARY OF STATE FOR ENERGY
THAMES HOUSE S0OUTH

MILLEBANK LONDON SWiIP 405J f? E E
01 211 6402 iz
%
feson > Hnr
The Rt Hon Nigel Lawson MF

LT C-ﬂ--ﬁ-._-._'g
Chancallor of the Excheguer

H ¥ Treasury N ¢
Treasury Chambers :
Parliament Streeat =
LONDON K s -77
SW1P 3AG |_1 July 1988

ALLOCATION OF POWER STATIONS TO BIG G ARD LITTLE G

—
e

I"’-{Lﬁ As you know, we have been anxious to make rapid progress on
ijnpreparatiun of the CEGB for privatisation. For their part,; the
m CEGB have responded magnificently. Walter Marshall and
i L7, Bob Malpas have now come forward with proposals on the allocation
bww'h of powér stations which they are satisfied is a balanced split.
{k ~~— I have consulted David Jefferies as Chairman elect of the Gria"
%cnmpany and as representative of the Area Boards' interests. He
g balieves the alloecation is satisfactory and provides a real
ﬁwipruﬂpect of competition between Big and Little G.
At I attach a copy of the letter Walter has sent to me on the split.
Liﬂlh” You will see that the CEGE set themselves various criteria that
J they felt should be satisfied. They constitute & hmixture of
practical engineering constraints and economic considerations.
.  Having made the split on this basis the CEGB tested the
_Tallocation against various criteria of fairness.

I and my advisers have examined the allocation critiecally. 1In
particular, I have looked at the wviability of the two generating
companies, There are of course a number of uncertainties. But 1
believe the split giwves both EgﬂﬁratﬂrE_é_EﬂLiﬁﬁﬂﬂigzi_EggﬁEggt
of viability. Walter Marshall and Bob Malpas agree., I attac

the Tesults of some analysis the CEGH have carried out to confirm
this. I have also looked closaly at the scope to introduce
competitive pressures. I am satisfied that there has been a
balanced allocation across the range of fossil fuel capacity and
tha® the two companies will be well placed to compete against
each othar, I also believe Little G has potential to provide
compatitive pressure on Big G's building of baseload fossil
stations.




One particular point that I have considered is the allocation of
the CEGB's sites for new power stations to Big and Little G. My
concern has been to ensure that this does not disadvantage
potential new generators. To take away some of the CEGE's sitas
now would, however, completely re-open the allocation of assets,
which has to be viewed as a package. Instead I am examining the
possibilities of using the privatisation legislation to provide
private generators with powers to acguire sites, including the
redundant sites of Big and Little G; and we are looking at the
rola the regulator would have in such a procass.

It is vital that we make early progress on the allocation of
assets. Walter Marshall is coming under increasing pressure from
the unlons. Tha CEGE workforce is showing understandable concern
about their future. It is very important that the eanthusiasm of
the new management should not be stifled by delay, which would
put at risk our timetable. I would like to let Walter Marshall
and Bob Malpas know within a week that we are content that they
should carry their plans forward on the basis of the proposals
they have made to ma. I would also like to announce this
decision in a written Parliamentary answer on 18 July. I hope
you agree this is the best way forward.

I am copying this letter to the Prime Minister, David Young and

Eir Robin Butler.
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COETS AND FROFIT IMDICATORS

FROM SPLIT OF CEGB FOS5511. CAPACITY

AssUumprions

[a) vear of calculaticn and price levels - 1990/91.

(b) income derived frem CCA costs plus 7% return on CCA
assets after proposed aggregate write down of about
¢28n for fossil plant. It is assumed that

contracts will be agreed to produce a similar level
of income for each company.

Fuel price levels based on:
(i} 0il as forecast for 1990/91

(ii) standard pithead prices for all stations for BC
coal, assuming no reductions from present
operation of joint understanding (i.e.
reductions are effected after 19%0/91).

(d) Fuel costs:
(i) Actual 1987788 freight differentials.
{3} Present level of imports.

fiii) specific station thermal efficiencies.

{iv) order of merit derived from the above data.

(&) Division of Assets:

Powar Stations as set ocut in the attachment to
the letter from Lord Marshall to the Secretary
of State dated 17 June [except that Agecroft
was, for modelling purposes, assumed to be in
Little 5. Agecroft has 232MW capacity, has CC
net asset value of £20M in 1990, and produced
1Twh in 1987/88. Its late switch between
companies is not regarded as material to these
results].

(i)

Non-operational assets are arbitrarily divided
between the companies pro rata to power station

values.
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¢ ix excluded Irom this presentation. Its
profitabilicy is expected to be dealt vith by
neasures and will therefore not affect the

tributlon of fossil assets.

The percentage price differential between stations
s small (0.054 p/Kwh 1 1.41%).

[ittle G stations are marginally more efficient
which explalins a part of 1ts fuel cost advantage
and its higher load factor.

Drax ie with Big 6. It is the newest coal fired
station arnd therefcre has the highest net value per
MW. This is the most significant factor in
explaining why the cost per unit for CC
depreciation for Big G is a little higher than for

Eittle &,

Drax, particularly Drax second half, was the most
expensive large set coal fired station in real
tarms. That factor, plus its newness compared with

ather large fossil plant, results in Big G have a
larger HC net asset value per MW than Little G
(£122 v £95/MW). This explains principally why Big
7 makes a lawer return on HC net assets than doas
Little .
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CENTRAL ELECTRICITY GENERATING BOARD
Sudbury House. 15 Newgate Stree, London ECIA TAU. Telephone 01-634 5111

From the Chairman
The Lord Marsholl of Goring Kr, CRE, FES

The Bt. Hon. Cecil Parkinson, MP,

Secretary of Statc fur Energy,

Department of Energy, peinvVED
Thameg House South,

Millbank , London SW1F 407

Dear Secretary of State,

Division of CEGB Power Station Sites Into Big G/Little G

Some time ago I promised you that we would divide our assets between
Eig G and Little G as rapidly as possible, so as to get shadew organisations
working and effective by 1| January 1989. But it was nat plausible for ug to do
that antil you had first chosen the senior management of the companies involved.
That has necessarily taken some time but we have now moved quickly and
Gil Blackman has proposed a division of power station sites which ia acceptable
to Ed Wallis and John Baker, which I approved two days ago, and which Bob Malpas
accepted today after a discussion with Gil Blackman.

Everything else in this letter presupposes that you still wish us to
move quickly and that you would 1like to tell your colleagues and the House of
our progress before the Summer recess.

1f 1 can have your blessing, I shall Invite ©il to present this
propoeal to the July Board of the CEGB and I will recommend to my Board that we
dccept it as a falr and equitable division, which meets all the objectives set
out in your White Paper. We will then undertske to tell our staff and unicns,
sell this proposal down the management chain and bring it to successful fruitien
by the end of the year. We regard it a@s essential that we begin this process
before the Summer break. We are already being asked questions by our trade
uniens, and we cannot commence the difficult task of team selection and the
division of manpower resources untf]l we have done this next step.

May I now invite your afficials, and you yourself, to look over these
proposals and satisfy yourself about their content, because before we begin this
difficult process I would like your assurance that thiz will form the basis of
division between the two generating companies when the time comes to create them
formally zather than in shadow form. As I am sure vou will agree, it would be
totally unacceptable for us to present and "sell' one plan to our steff and then
have you impose a different plan at a later date. 1 therefore hope you can
accept these propossle as they stand. We are all satisfied that they launch the
two companies on & level-playing field.

cont/d. .




The Et. Hens Cecil Parkinson, MP

Of course,; Gil Blackman is available to meet with you, or your
offlcials, to explein in greater detall the logic adopted In his proposale, and
he will happily demonstrate the balance which he has established. We have been
able to reach agreement by making a nuaber of trade—offs between generating
agsets and between generating and prospective locations. As a result the
package is intrinsically complex in its make-up and involves judgements
concerning the immediate and future posictioms. Any one chanmge would, in my
opinion, lead to a domino-effect demanding many other changas = at the wvery
leagt that would lose us a Yot of time. That is a Further argument in favour of

the agreement now we have it.

The next step will be to split off the transmission assets. This must
take place at the individual generator transformer busbar isolators in every
case and we do not anticipate difficulty in doing this. However, the sgreement
of the details must await the return of David Jefferies from America. On
this matter also we will rely on Gil Blackman to make a falr and eguitable
proposal, and I will write to you againm when we have that agreement from
Dayid Jefferles and myself.

My Board meets on Wednesday, 6 July, and I hope I can tell them on that
day that this proposal has your blessing., I shall ke away in Russia until the
end of June and 1 have, therefore, asked for an appolntment for GI1 Blackman and

I to see you on Monday, & July. Of course, vour officials oust independently
get confirmation from Ed Wallis and Bob Malpas, that they are content.

I enclose a descriptive paper from Gil Blackman together with his list
of propogals with this letter.

If you are content with these proposals you will alse wish o give
thought to a public announcement of them. We could discuss that on the & July,

Yours sincerely,

Wil %m&/f

HMarshall of Goring
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Aberthaw &
Aberthaw A
Aberthaem B
Aberthaw D
fAckton Lane
Agecroft
fAshford
Barking

Eel vedere
Berkeley
Blackburn

Bl ackburn Meadows
Blyth A
Blvth B

Bold

Bradwel 1
Bulls Bridge
Bulls Bridge
Carmarthen Bay
Carrington
Castle Donington
Clif+ Buay
Cottam
Cottam
Cottam

Cowes

Cym Dyli
Denver

Didcot
Didcot

Didcot
Dinorwig
Dolgarrog
Drakelow B
Drakelow C
Drax

Drax

Drax
Druridge Bay
Dungeness “A°
Dungeness "B°
Dunston
Eastbourne
Eggborough
Eggborough
Eggborough
Elland
Elstow
Fawley
Fawlevy

i
25
14
10
1900
Ta
5
1728
LT
4408
TF10
3750
140
35

424
1000

LIETING OF CEGE GEMERATION ASSETS

FUEL
TYPE

Coal
0Oi 1
Coal
Gas 0Oil
CCET
Coal
CEGT
ECET
Oil
Magnox &3
CCGET -
CCGT -
Coal 120
Coal 2607330
Coal &0
Magnox =52
Eaz 0Oil O
Ga=s Oil
CCET =
Coal &Ha
Coal 100G
CCGT
Coal
Gas Dil
Gas DOil 25
Gas Oil it
Hydro =
MNucl /Coal -
Coal S00
Gas Dil 29
Gas Oil 23
Hydro JOD
Hydro
Coal
Coal
Coal
Gas Dil
Bas 0Oil
Nuecl sar —
Magnox 110
AGR 00
CCGET -
CCET -
Coal
GBas Oil
Bas 0Oil
Coal
Coal
i |
Gas 0il

S00
25

120
235/325

&0

i

>0

i7
7
&0

=

-

COMMENT

Reserve plant

Auxiliary GT plant
# (see belowl

#
# Discussing with priwv.
Reserve plant

gens

L
*

Hain GT plant
Feserve Main BT plant
# Existing windpower site

# Sizewell P simulator site
Auxiliary GT plant

Reserve Auxiliary GT plant
Maim GT plant

#% (ges below)

Auxiliary BT plant

Reserve Auxiliary GT plant
FPumped storage plant

Auriliary GT plant
Reserve Auxiliary GT plant
-

*
-

Auxiliary GT plant
Reserve Auxiliary GT plant

#

Auxiliary GT plant

1 7=Jun—-88
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Ferryvbridge B
Ferrybridge C
Ferryvbridge C
Ferrvhbridge C
Ffestiniog
Fiddlers Ferry
Fiddlers Ferrvy
Fiddlers Ferry
Graimn

Grain

Grain

Hams Hall
Hartlepool
Hastings
Heysham I
Heysham 11
High Marnham
Hinkley Point "A°
Hinkley FPoint "B’
Ince

Ince

Inswork Foint
Ironbridge
Ironbridge
Eillinghol me
Eingsnorth
Kingsnorth
Leicester
Letchworth
Lister Driwve
Little Barford
Littlebrook
Littlebrook
Maentwr og

Mar chwood

Mary Tavy Group
Meaford
Mechells
North+leet
Moreich

Ocker Hill

Dl dbury
FPadiham
Fadiham
FPembroke
Fembroke
FPembroke
Flymouth

Foole
Fortskesett

a0
=i

FLEL
TYFPE

Coal
Coal
Gas 0Oil
GBas DOil
Hydro
Coal
Gas 0il
Gas Oil
Oil

Gas 0il
Gas D11
Coal
AGR
CCET
AGR

AGR
Coal
Magnox
AGR

0il

Gas 0Oil
Coal
Coal
Gas Dil
Coal

Coals01il

Gas Oil
Gas Dil
Gas 0Oil
Gas Dil
CCET
Dil

Gas Dil
Hydro
Coal
Hydro
Coal
CCBT
Oil

Gas D11
Gas 0Oil
Hagnox
Coal
0il

0il

Ga=s 0Oil
Gas 0Oil
CCET
CCET

Mucl fCoal

UNMIT

SIZE
Ml

200
17
17
0

S0
17
ir

EF-%a]
27
29
[

&G0

GH&0
b0
200
74
&40
00
23
S00
17
S0
17
al
T
e e |

35

&0

55
70
225

COMMENT

ABuxiliary GT plant
Reserve Auxiliary GT plant
Fumped storage plant

Auxiliary BT plant
Reserve Auxiliary GT plant

Auxiliary GT plant
Reserve Auxiliary GT plant

Auxiliary GT plant
e

Auxiliary BT plant
++

Puxiliary BT plant

Main BT Plant /7 CHP planned
Main BT plant

Main GT plant

™

Auxiliary BT plant

##% Site of Research Labs

=
Reserve plant
Main GT plant
HMain GT plant

Reserve plant

Reserve Auxiliary GT plant
Auxiliary BT plant

#*

# Discussing with priv. gens
R =

Tran

2

2
2
2
2
Z
2
1
£
1
1
2
1
1
2
2
£
1
1
;i |
2
2
2
1
1
1
1
1
]
2
1
1
1
1
1
1
1
i
1
1
1
1
2
1
1
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M
Ratcliffe 1940
Ratcliffe =1 i Auxiliary GT plant
Ratcliffe 17 . Reserve Auxiliary GT plant
Rheidol a3
Richborough 42 1 Reserve plant/Windpower site
Rugeley A &0
FRugeley B =T
Rugeley B =0 Gas 0Oil Auxiliary GT plant
Fye House - CCET ®
Sizewell ‘a° Magnox
Sizewell "B - FWR Under construction
Skelton Grange 448 Coal
South Denes e CCGT # Discussing with priv. gens
Staythorpe ALY Coal
Stella North 224 Coal
Stella South SO0 Coal
Taylors Lane 180 Gas Dil Main GT plant
Thorpe Marsh 42 Coal
Thorpe Marsh =& BGas Dil Auxkiliary BT plant
Tilbury 1344 Coals0il
Tilbury 51 BGas DOil Auxiliary GT plant
Tilbury 17 Gas Dil Reserve Auxiliary GT plant
Trawsf ynydd 590 Magnox
Uskmouth 34 Coal
Wakefield 234 Coal
Hatford 140 Gas 0al Main BT plant
West Burton 1920 Coal

West Burton 31 BGas Dil Auxiliary GT plant
West Burton 17 Gas Dil Reserve Auxiliary BT plant

West Ham ECET #
West Thurrock 1240 Coal 7/0il
Wigsley - Coal *E
Willington A 392 Coal
Willington B 37Ta Coal
Wylfa B840 Magnox

KEY
# Closed power station sitee with development potential
##% Greenfield sites with development potential

MOTES: 1) Operational Sites

A number of these sites offer further development potential of varying
Scale and quality, by replanting or incremental or new development. These
include nuclear sites Dungeness, Hinkley Point, Sizewell, Trawsfynydd and
Wylfa; and fossil fuel sites, Fawley Hams Hall Kingsnorth and West Burton
This potential has been taken into account in arriving at the overall
allocation of generating capacity, actual and prospective.

21 Closed Sites
Cloused sites which are currently under offer for private generation,

Connahs Quay, Rogerstone and Roosecote, are not included, nor are other
closed sites for which disposal arrangements are well advanced.




GUIDELIHES FOR
SPLITTING THE CEGHB

Go through the fossil fuel plant categories separately, trying to maintain
an appropriate split in each, and apply the following consliderations:—

(L)

(1L}

(xiv)
(=v)

{xvi)

Keep Kingsnorth and Graln in the same company. Grain receives its
Fuel via Kingsnorth.

keep Fawley and Didcot in the same company. For the future the
prospective coal impert terminal at Fawley would naturally supply
Didcot.

¥eep Littlebrook and Grain separate. These are the only stations
with immediate access to the spot oil market and should be split
between the companies.

Keep Drax in GEN 1. The large size of Drax would make it 22% of
GEM 2's capacity and provide too much of a single risk. Drax also
shares common plant with Heysham “2".

It least one Aire Valley Station should go to GEW 2. This is for
geographical diversity and tec spread the burden of the most
vulnerable area.

gplit the Trent Stations. RApart from achieving a good geographical
gplit this broadens the benefit from the least vulnerable area.

split coal plant in the south. This ensures that benefits/miseries
of transmission restrictions are shared.

Feep West Burton and Cottam together, in GEN 1. The two stations
are closely tied on fuel supply and, like Drax, are perhaps too big
a lump to be contained in GEN 2.*

Put Blyth in GEN 1. Supports Hartlepool on the north-east ring.

Littlebrook and Hams Hall have central workshops associated with
them. They should be split so that one goes to GEN 2.

Share sites having immediate development potential. They are
Kingsnorth, Fawley, Hams Hall and West Burton.

split the immediate FGD sites between the two companies.

Do not split common sites i.e. Aberthaw "A" from Aberthaw "B".
Try to keep plant families together.

Try to give equality of opportunity for importing coal.

Make GEN 2 compact geographically - recognising its small size.

In the event, West Burton and Cottam were gplit to ensure that GEN 1 had
reasonable development potential (West Burton B} while GEN 2 retained a
large station cleose to the prospective Killingholme coal import terminal

{Cottam).




SUMMARY OF ALLOCATIONS 1 7=Jun—B8

CEGH GEN Z2iAlloc. toiCumul tve
" MW Gen 2 periallocatn

iCategory ito BEN 2

A42. 6%

it - P B a9, 9%
SF s FEL 38, &3
L I 1%
28.5%1 8. 0%
R0, 2% =8. 1%
22.0%! 7. 5%
40.1%: 37.6%
Sa.bE] 37 . &Y
&5, 0% I7.8%
15, TLt I27.8%

Dual 4 504 : 1920
HFDO &&605500 =Y oG d 0
Coal &&0/S00 0228 } o =T
Coal 200/37% v 4258 H 1840
Coal 100/120 4534 | 1294
Coal &0Os 1724 f74
Dil {(Reserve) [ 1554 342
Main GTs 1502 P
Aux BTs 1215 433
Reserve GTs 435 274
Hydro 117 =B
Bub=Total Ml 49640 187464

4 100 7.8

EE pm S mE ET e S

ADD

Nuclear AGR S&50
Magnox 3519

Fumped Storage 2088

GRAND TOTAL MW &0B97T

o e e

TESTS FOR "FAIRMNESS™

EXCLUDING MUCLEAR, BETs, HYDRO,PUMPED STORAGE & RESERVE SMALL DIL PLANT

GEM 1 GEMN 2

TOTAL MW 45015 ZTETSE 17140

r 4 100 ol 3B.1

Etaff Level HMos 19098 12017 70OB1
F 4 100 a2.7 3IF.1

O0il Overburn MW L0346 40481 1975
. 100 a7.3 3I2.7

DMGS & Staff £€m FTa2 4565 2684
L 100 63. 6 3I5.4

Efficiency = 353 2h.2? 3FhH.4
ALEA L oBO.& 80.8 BO.3
WFC& X B7.5 BB.0 B&4.4
Age 17.8 iv.8 17.%9

1} E#ficiency is a MW weighted AvErage
2} AACA = Average annual plant availability
3) WPCA = Winter peak plant availability




| #3 -
Lol I
5T. ANDREW'S HOUSE
EDINBURGH EHI 306G

Nigel Wicks Esqg

Principal Private Secretary

10 Downing Street

LAY DX N

SW1A 2AA | 2 duly 1988

B i4-d l..""“-" -f 1

FAST REACTOR PROGRAMME

.

My Secretary of State has asked me to circulate the attached paper on the
economic implications of a rundown at Dounreay prior to the meeting on
13 July.

Il am copying this and the attachment to Alex Allan (HM Treasury),
Stephen Heddrill (DEn), Brian Hawtin (MOD) and Sir Robin Butler
{Cabinet Office).

[ ) " '.H_.!;

DAVID CRAWLEY
Privale Secretary

HMP19306
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FAST REACTOR PROGRAMME

ECONOMIC TMPLICATIONS FOR CAITHNESS OF A RUNDOWN AT
DOUIINREAY

L. This note examines the importance of Dounreay to the Caithness
sconomy, Aand traces the possible effects of the 4 options posed by the

—

Secretary of State for Energy.

Current Impact of Dounreay

2. Employment at Dounreay currently stands at around 2,100 making
UKAEA by far the Lﬂ_rge-gl emptnyer in Caithness and the largest
employing unit in the nghlanrlﬂ and Islands. The facility supports
leEE-lmdirenﬂy around 3,500 _]-u:rhs-.i?:-thu area amounting to one
third of total employment in Cam also contributes around f4Tm
annually to the local economy {see Annex, Table 1). The mujority {ﬁ
of the direct _]ﬂhl:'- provided at Dounreay are for males and are [ull-time.
Most employees live in Caithness District and around two thj_t'd;"’ware
recruited Jocally. There is a high skill content in the work and a large
proportion of the staff are tEEhﬂl:‘:ﬂ.'l'ly_;s_n—d professionally  gualified.
Consequently, earnings are high relative to the average in the Highlands
and Islands. =y

3. A significant proportlon of the resident population is dependent one

way or anoiher on Dounreay. Immediately following the establishment of

Dounreay and following a cenmtury of decline, the population of Caithness

rose by 4,600 to 27,370 and has remsined stable at around 27,000 over
- — ——

the last 30 years. There has been 8 substantial increase in  the

provision of local infrastructure and services,

Possible Effects of Rundown al Dounreay

4. The Secretary of State for Energy has defined 4 options and the
' '__'_-__‘—-—q.
effects are estimated as follows (see also Annex Table 2);

(1) UEKAEA propusal: continue full RAD programme with industrial

contributions. This option has the least -r!ﬂma.g'liE employment effect

with a 29% decline in employment to the mid-30s through efficiency

HMP194F2
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aavings [ollowed by a reasonable degree of stability. Owerall, in the
Caithness economy, around 720 jobs would be lost increasing
unemployment by 8 pointe to over 20%, over one and a half times the
current average for Scotland and twice the current UK average.

{2) Dounreay plants close in April 198%. This option has the

worst employment effects with an immediate loss of 1,000 jobs

followed by a steady loss of a further 500 to reach the base position
by 1984. Owverall at least 2,400 jobs would be lost to the Caithness

|
ponnomy and unsmployment would rise by over 20 points to 34%, over

two and a half times the current Scottish average and almost three
and a half times the current UK average.

(3) the PIFR closes in 1993/34 when present fuel stocks run out and
the reprocessing p!ant_ﬁlnﬂes-ln 1996/87. This option resulls in a
deferral of job losses with a gradual loss of 500 jobs to the
mid-1990s [ollowed by 2 substantial deops of around 500 each with
base position reached by the year 2000, _F;],r the mid-lﬂ-ﬂ!}; HE!}I] jobs
“would be lost to Lhe Caithness economy, and unemployment would

rise by 7 points to 20%, one and & half times the current Seottish

average and twice the current UK average. By the year 2000 the
effects on jobs losl and unemployment levels would be the same as

QOption 2.

(4) the PFR closes in April 1983 and the reprocessing plant closes
April 1992. This option SHghily moderates option 2 and results in
an immediate loss of 700 jobe followed by a progressive loss of
600 jobz and the base position is reached by 1995, The effects on
jobs lost and unemployment levels are slightly less severe than
Option 2 by the mid-1990s bul are the same by the year 2000.

5. In effect there are 2 scenarios for Dounreay in the Secretary of
State for Energy's options: (a) Continuation of the RAD programme
le Option 1, resulting in about 25% of jobs lost at Dounresy and (b)
virtual cessation of the RAD "’pmgmu}e with closure of the PFR and
reprocessing plants, je Options 2, 3 and 4, resulting in 80% of johs lost
al Dounresy leaving employment at around 400. ‘The difference between
Options 2, 3 and 4 18 the tming of the closures and therefore the speed
of the employment rundown.

HMP134F2
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6. Hall of the UKAEA's employment on the PFR programme is at

== )

Dounreay and under optipne 2 and 4 Dounreay loses as many ju‘uu as all

—

"Hnl_h[_i-r* sites put together. The 6ther localities may {ind it easier to
abrorb job losses _as__t_hr:],r are larger (the travel to work areas embracing
Sellafield and Risley contain 33,000 and 73,000 employees respectively
compared with only 11,000 in Caithness) and ocurrently have lower
unemployment rates (9.3% in the Sellafield area and 10.2% in the Risley
area compared with 13.3% in Caithness). They are also in a less isolated

part of the UK.

Alternative employment poseibilitics

7. The Seceretary of State for Energy's paper will deal with possibilities
for ecivil and defence nuclear-related work.

B. As far as other aclivilies are concerned the narrow base of the
Caithness economy and the lack of large firms limits the opportunities

Tmmediately available for job creation and economic diversification. In

the manufacturing sector, expansion of existing companies could at hest
generate around 200-300 jobs. In the primary gector further tree

planting will only create jobs in wood processing in the longer term. In

the service sector, there Is very limited opportunity for the expansion of
tourism due to distance from markets and lack of & marketable product,
At hest, forestry and tourism might create an additional 100 jobs by the
turn of the century. Substantial effort through a co-ordinated
programme of action will be required to achieve even these modest
Inereases. To attain higher levels or W significantly advance the
programme of action will require greater effort and associated resources.

Conclusion

8. Whatever decision is taken, substantial job losses will occur with

significant economic consequences in Caithness because of the dominance

of Dounreay in the local economy. If the scale and speed of rundown can

be moderated, then the impact over the next few years will be reduced
T —

and an opportunily provided for action to stimulate job creation in the

loeal economy and to provide opportunities for diversification at Dounreay

SECRET
HMP194F2
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inte other nuclear-related aetivity. Even with these initiatives, and with

substantinl support by Government and its agencies, there i5 no

possibility that the job losses in the local economy can be replaced.

Industry Department Tor Scolland
8 July 1983

SECRET
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TABLE 1:
EMPLOYMENT AND EXPENDITURE IMPACT OF DOUNREAY
Estimated
Local Expenditure
£m

rect Employment at Dounreay 2B.0D

Income Multiplier 12.0

Local Purchases 5.0

Hegional and District Rales 1.4

Total Direct and Indirect

Expenditure and Jobs

TABLE 2:
EFFECTS ON UNEMPLOYMENT IN CAITHNESS
Option 1 Option 2 Option 3 Option 4

Jobe lost 720 2400 EDD 2100
Unemployment

increase (%) 23 : 21
Unemployment

rate {%) 3! ad
Unumployment

relative to:

current Seoiland (%)

current UK (%)

By 2000 Johs lost
Unemployment
increase (%)

lnemployment
rate (%)

Unemployment
relative to:

current Scotland (%)
current DK (%)

HMP194F2
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PRIME MINISTER

FAST REACTOR FPROGRAMME

You have a further meeting with the Secretary of State for
Energy, the Chancellor of the Excheg 2r and tha Sacretary of
States for ELutlanﬂ tomorrow to discuss the futore of tha Fast

— _—

Reactar (FR) prngramme.

—

Last week's meeting concluded that there was a political case

fur adopting "Option 3" = continuation of the programme until

present fuel stocks are used up in 1993;& and continuing

—— i — .

reprocessing thereafter for a further Ehrea wears. But bafare

coming to fimal conclusions you asked Mr, Parkinson and

Mr., Rifkind to explore whether the employment consequences of
the other two, and more severe, closura options could be
mitigated-ag*hrinqinq snmé_ﬁaalear ralated, or other, jobs to

e — —

Dounreay .

As a result Mr. Parkinson has circulated the paper at Flag A

below. This concludes that while there are possibilities
|

{e.g. Naval reprocessing and fuel manufacture, and a NIREX

TRemLLEe

facility) the uncertainties are such that there can be no

e, L

guarantee that new jobs would would proceed. Hrdhfifkimd has

produced the paper at Flag B Wﬁ1ich underlines the serious

conseguences of clesure for the Dnun:eav ecmnﬂmy.

Mr. Parkinson's paper alsc produces revised, and considerably
_,.nl- —

increased, costings for Optionsy3)and 4.  These increases do

not, however, seem to alter the conclusions which were

R —

em?rg ng from yﬂur last meetlng; namely that contimuing the
Full R&D programme, as pfﬂpDEEﬂ by the AEA, could not be

=L B T

justified and tWat the object ive should be to put the PFast

Reactor R&D programme on a £10 million par annum "informed
i e i — T —

customer basis", =

_— =

The cholce for achieving this gbjective still looks to be
between Options 3 and 4. Option 4 produces public expenditure
savings fastar. But Option 3 postpones, at some considerable

N

SECRET
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cost, but does not in the longer run aveid, the decline in

AT

employment. We now need to come to an early decision. If the

e e

group 1s unwilling to adopt Option 4, I recommend that you

= R

should adeopt Option 3.

The last meeting envisaged an early discussion in E(A)

is in the programme for Thuféday week - with an early

announcement to Parliament., Subject to the outcome of E(A),

the announcement could take place on Thursday 21 July. (as

reference, Mr. Parkinson's paper for the pravious mesting is

at Flag € and the note of the discussion at Flag D.)
‘-—-—l-r

Finally, you should be aware that B(ST) will be considering
the paper Flag E this Thursday on Ehe UKAEA's fusion
e ————

programme. This decision is not related to the Fast Reastor
AR, T :
decision except that both concern the AEA. Mr. Parkinson's

— — mmmy

recommendation for the fusion programme - bringing it to an
end at the time when we plan to leave JET in 1992-93 - while

‘unwelcome to the AEA is of a lesser order than withdrawing
= =

from the FR programma. Clearly presentation of the two

decisions will have to be managed carefully,

N.L =Y.

B, L. WICES

12 July 1988
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SECRETARY OF STATE FOR ENERGY
THAMES HOUSE SOUTH
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01 211 640

Nigel Wicks Esg CBE

Principal Private Secretary

10 Downing Street
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De w’;a.,g

As agreed between yourself and Stephen Haddrill 1
attach a copy of our paper on Dounreay Employment
for tomorrow's meeting, together with an
additional note on the costs of the options. My
Secretary of State has adked me to emphasise that
the paper has been classified SECEET and for
Cabinet Minister's eyes only.

1 am copying this and the attachments to
Jonathan Taylor and to David Crawley.

i iz

STUAET BRARD

Private Secretary

COVERING CMO
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SECRET CHMD £f
COPY Hﬂl‘iﬁr .1r-

ar axamines the possibilities of moving work to the area of
including:

.C?Lssnciatad with the nuclear submarine programme; and other

def e-related work; e

- work ated with a continuing RED programme of E10m; and other
UEAER W = S W

e

Work associated Nuclear Submarins Programme

2: There are three spacts:

(i) repruc&asing;»

(ii) fuel manufactu

On (i), MOD will decide feprocessing epant naval
propulsion fuel. Options might ba located at

DC-:IEIIIEE.]'-GI at a BN'FL_ =i ¥ an existing reprocessing
plant in the US. A new plHy cost betwean £25-30m built
a of 30 years. This

T —
agstimate was made on the basis o =E unreay site, and the

—

aconomics could become less attractive if ilities closed leaving
more of the site overheads to be carried on t t. Further work
would be needed in the light of decisicns on the reactor programma
and the Dounreay site. The work could create up long-term jobs -
more, obviously, during the construction phase.

3. There may also be a chance for work on fuel manuﬂE‘A At present,

this is carried out in a specialised facility at Rolls Royce Derby. A
decision on new fur:i }_q_El_aand for 1990 with a ma_'..r produc lant to be
completed h]'_‘!g_?g The contractor will be expected to inve Ft £20m
in this plant and recover this by selling output to MOD. Bot tion

100 long-term jobs.

S

(5] thar
economic security and technical regquirements. The work could creat &

SECRET - NO G&iik TO BE TAKEN
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: s
%E prospects under (1i1) are even more speculative. MOD's preferred
o

if sea dumping is not pursued, is iaﬁg;_aim_ghgllg!_;Eprage. This
offer the prospect of substantial Empluyment. ARz and when a deep
iz avallable, there may ba a questlnn uf cutting up submarine

compar %fa: long term emplacement, but this would be very costly and
rasult 1 high radioleogical dose to opearators. MOD do not at this stage

envisage anyﬁacility dedicated to this activity.

Other defence-

5. We have consi use of Daunreuy for production of nuclear
materis 1:!_11_&_.‘1_:&::1:?&1:1". The fast reactor would be
technically unsuitabl n plant for tritium. MOD would be
interested in Dounreay S 1t = availabfe at a competitive
price. HDTI"E?E; ; the plutg

civil to military owners
ot TR

are no plans to use thejls defence purposes. AD
' Ln Reprocessing of this

material, which could

prnhahl}r not add signif hermore, plufnniu.m work
gained by ;.E.:n. would be 10 might have substitute
work for BH}"L] The pres 5, together with the lack

6. On plutonium residue recovery, MOD haveja isting contract with
Harwall of the value of about E0.25m pa ov xt 15 years. Logistics
and economics would appear not to favour Doun this task. It would
in any event have only margffl_al Eﬁ;fﬂﬁant ﬂffmﬁ

The continuing E10m Fast Reactor Programme, and o
7. Thera are no immediate prospects of transferring rom other AEA

sites to Dounreay. Much of the Anthority work on safet ion and
nuclear materials for instance is closely tied to facilities at Harwell,
Culham and Winfrith., One area of work which the Authority

devalop at D_@nraa_f iz waste diﬂEﬂsal. in association with

repository. However, the siting of waste disposal facllities
controversial, and it is very uncertain whether Dounreay can be
in this way. If it did, perhaps 150- 200 jaba‘- could be provided o ng

term basis (about 15{]0 during ::u::nﬂtrunt.inn]. Even if it proves pos#§i
for WNIREX to build a facilit_y' at ]:I'-u:n-u:u:ul.lpls'q,r‘I work would be unlikely to
commence in under 4-5 years.
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ospects for transferring any significant part of the continuing £10m
eactor programme are poor, for two main reasons, First, the
nt at other Authority sites from current levels will be extremely
the Authority will certainly want to use the residoal programme
can to mitigate the consequences of job losses of 1600,
sley (though all other sités will.ﬁauﬁffecteﬂ to a greater or
ent. Harwell will, additionally,; lose about 200 jobs through a
knock-on r&@n in wnderlying research). Present indications are that,
for efficie un&,_EHE_iEEHEETE}_iaaid wish to concentrate the
programme ent Risley. GSecondly, it would be prohibitively
expansive to mov appropriate rigs and egquipment to Dounreay.

Scottish Measures ,
ﬁr ing

I

9. Bcottish O0ffice a separate note.

Other Measures

10. We have considered ' g work from the
renewables programme to - s badly situated for the
central management tas farwell, nor does it have
usaeful characteristics

11. We have also considl : dnce work at Dounreay.
Apart from the Company's '8 fast reactor fuel
development, however, therdWs B De prospects.

Conclusion
12 Of the foregoing, naval reprocessing and anufacture work could
produce jobs within the next 2-3 years should ect Dounreay for new

—

facilities. A NIREX facility would also bring j . :s 1 of these,

howaver, are uncertain and there can be no guarant t they will

procesd. No other significant opportunities have wntified.

Department of Enerqgy
IZ2 July 1988

&
%
<\
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OF OPTIONS

ce®’ the circulation of my paper on the fast reactor

on 29 June, my officials have carried out further

tions 3 and 4 in conjunction with the AEA. The

nual coste of both Options in the earlier years

= for two main reasons - redundancy costs and

the cost rating the Dounreay plants. The revisad

figures are in the Annex to this paper.

2. The AER es b= ndancy costs of some E20m
would be incurred i lpancial year, iErEE;;
warae to reduce Lo : _55_714.1939. As 1
the redundancies

arry out a major

programme of r 1.4,1989 wollld in their view
have an extrame i affect acrosg the whole of the
uld also sevefely prejudice the

whicrh makes the

staged reduction.

shown in a separate linc ™ SR -alf; : This is tooc long

drawn out. Some phasing however ma irable.
= ——— -

s

i The increased costs of operating e Wounreay Plants
arise in 1989/90, as a result of the in of payments
for fuel and some earlier underestimation he plants'
uperif?ﬁ& costs (including the management o onium and
wastes).

Restructuring Costs @

4. MAs stated in Note 4 to Annex III of my earlier pa
--'__—-—
the figures did not include the cost implications offth

considerable restructuring which will inevitably follow

s <°)\
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1‘:<rdl. SECRET CMO
( I:East reactor decision. The Authority have now identified

e following cogts other than redundancy and early

&ram&nt which are already in the figures:

Ai': Transfer Costs (people and eguipment}) The AEA's

estimate of up £20m is very approximate, and can
g refined in the light of studies on the detailed
nces of the fast reactor decision, and to an
ecisions on other programmes. Together, these

require a4 major effort of rationalisation;

{ii) <Clo f sites/waste arrangement implications
outside the zacE gramme, The AEA say that

loss of Cea will increase the
likelihood of 118active ities having to be
waste management

ide any definite
estimate,

some millid

business. The AEA
2ads per unit which
could damage the : 8s prospects until they
can get them down. : fects on programme
charges to their customers, Government

Departments, cannot at present be At least
in the short term, however, there

increased charges, or financial assis

from Government, or perhaps both.

Detailed work will be needed on all of these ela&, which
could amount to some tens of millions of pounds. e is
little doubt however, that major restructuring of AER
will be required. The AEA will seek substantial as

with tQP;;‘cﬂats from Government. They do not beliew

can or should be met from borrowing.

SECRET ~ NO COPIES TO BE TAKEN
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SECRET CMO ANNEX ‘ix’

REVISED COST FIGURES AND EFFECT OF PHRSING

Em (money of the day)

OPTION 3 &

Freviouz ssfimate 77

Ravisad figu

97
+ « with pha 71

A

OPTION 4
Previous estimate
Revizsed figures

with phasigk

The AEA's= propo=s
expenditure [in co

1288,/889 ESdm (eurrent £i1
1989 ,/90 E30m
1990/91 EZ20m
1581,/92 E1Em
1992 /93 E10m

The AEA's proposed phasing would eliminat
redundancies in option 3 and reduce them t
option 4. The total extra cost of the AREA'
phasing {(in both options) would be E13.5m in
prezent value terms. e

SECRET - NO COPIES TO BE TAKEN




10 DOWNING STREET

From the Principal Private Secretary B July 19&B

Ey1dT -+ =
=1 R =

little time ago from

svad B
ks, T-am-nob responding to nisg

because I really do not think this is

an issue in whiech the Prime Minister,

or her office, cught te bocome involwved.
This is not to ‘say that the matters raised
by Mr. Sykes are not important. They
certainly are. But the claims on the
Prime Ministers time are many and legicn
and I would not want to involve her in
these matters unless your Secretary of
State wished to do s0.

Stephen Haddrill, E=sq.,
Department of Energy.
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10 DOWNING STREET
LONDON SWIA 244

Fromt the Principal Private Secretary

3 July 1988

Hass STHE,

THE FAST REACTOR PROGRAMME

The Prime Minister discussed with your Secretary of
State, the Chancellor of the Excheguer and the Secretary of
State for Scotland the paper on the Future of the East reactor
programme which you circulated under cover of your letter of
29 June. Mr. George Guisa {No.l0 Policy Unit) was also
prasent.

I should be grateful if recipients of this letter could
ensure that it 1s shown only to named officials and that no
copies are taken without the authority of this office.

Opening the discussion your Secretary of State described
the four options set out in his paper. The Atomic Energy
Authority (AEA) supported Option 1 - the continuation of tha
fast reactor programme with a view to the United Kingdom
taking part in a EBuropean East reactor. Closure of the plant
would have serious consequences for the AER and would have
substantial repercussicns for BNFL (who were, neverthaless,
willing only to contribute some €2 million a year to the
project's development). Closure would have a severa affect on
the aconomy of Caithness and the North of Scotland generally
and would lead to the immadiate loss of szome 1600 jobs
in Lancashire, as well as a further 1500 in due course at
Dounreay. MNevertheless, his firm assessment was that therea
wWAS nalther an economic nor an energy case for the
continuation of the programme, as the AEA recommendsd.

Indead, both the economic and energy case had detaricrated
gsince tha 1982 review; now so that even Lord Marshall,
formerly a strong protagonist for the Fast reactor, did not
envisage commarcial orders before the year 2040. The Buropean
Fast reactor programme was in disarray: the Prench Superphenix
had encountered technical difficulties, the Italians had
recently votaed against continued spending on the programme and
the Garmans could not obtain a licence for their development.
UK industry was unwilling to provide financial support for a
UE development. The second option - cleosure next year — and
the Fourth - continuing reprocessing until 1992 - were
preferable on economic and energy poliecy grounds. Option 4
was favoured on technical grounds, though it raised political
problems in view of its impact on employment in the early

SECRET
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vaars of the next decade. Option I = continuing reprocessing
for three years after fuel stocks are used up - avoided those
problams; employment was broadly maintained at Dounreay {(bat
not alsewhera in tha AEA) until 1990/1, and was kept at some
1600=-1750 for the next three vears. OCption 3 could be
justified on the grounds that it provided an orderly run down
while fuesel was ussed up and the site was cleared. It was
easier to presant internationally than either Optlions 2 or 4.
0f the three options for closure, it should be noted that none
produced substantial immediate savings.

The following points were made in discussion:

1a The essential fact was that the research phase for the
fast reactor programme had been concluded. Further work could
only ba justified on the basis of a development phase. But
thers was now no economic or energy case for that development.

< Scarce scientific talent continued to be deavoted to fast
reactor development. This could be better used either in the
private sector or in areas of the public sector with greater
priority, such as the safety of PWRs.

2B Tha life of the Dounreay plant was likely to come to an
end in ten years' time. This was bound to have difficult
conseguences for the local aconomy. In the circumstances it
might be better for the plant's run down to begin earlier so
that the transition to a more viable economy could begin at an
early stage. If run down was prolonged unduly, the best
people would leave, both in Ehe plant and the locality.

i. Run down would have a devastating affect on the economy
af the North of Scotland where Dounrsay accounted for
one=-third of the employment of Caithness. The effects of run
down would be felt throughout the local economy affecting for
axample the local hotel trade, housing, and =o on. This blow
to the arsa's economy would follow the loss, sarlier in the
decade, of the Invergordon smelter and the Port William pulp
mill. The possibility of early alternative, non-nuclear
sources of employmant ware slender. It was important to
explore the possibility of transfering muclear work, including
work connected with the nuclear submarine programme,; to the
area. 5Such an assessment should take account not only of
MOD's departmental interest but also the wider national
intermats involved.

5= The United Eingdom possessed a considerable asset In
Caithness in that the local people were strong supporters of
Ehe nuclear programme and welcomed Lbts developmenkE in bheir
area. The GBovernmant needed to ensure, to the sxtant
possible, that that asset was utllized to the best advantage.
The Government had a moral obligation to mitigate the impact
on the area of a decline in fast reactor employment since it
had been Govermment action which had moved that employment to
Ehe area in the first place.

B It was suggested that the AER had not explored
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sufficiencly the possibilities of selling their Fast breeder
capability to, for axample, France and Japan who were
continiing its development. Such a course could be compatible
with the three run down options. Against that 1t was arqued
that the French had little nead for the AEA's facilitiss,

S5ale of reprocessing capability bv the AEA could well
jeopardise BNFL's sales prospects which were not as buovant as
had bean expected some vears ago. More generally; the AEA
ware keen to adapt their actiwvities to the market and weres
aiming to recoup 35 per cent of their costs by 2000.

Ts A decizsion by the UK to pull cut of fast breeder work
would run counter to international develcopments where all the
major countries concerned, including Burope, Japan, the Soviet
Onicn and the USA were planning to continue, in some form or
anather, fast reactor development. In those counkbtries the
debate was about the timing and pace of development, not about
the continuation of the programme itself. Against that, it
was pointed out that in all countries there was uncertainty
about the future of the fast reactor. Any decision to alter
the diraction of the European programms was made harder
becapnse international agreements locked FPrance, Germany and

Italy together.

B. Cancellation of the UE programme would make the UK
dependent on foraign fast breadar axpertise and would put us
at the mercy of other countries' licences. But attempts to
avoid dependence on foreign suppliers had been the cauzse of
thae UK's problems with the development of the thermal nuclear
reactor programme. For too long we had wasted money on
developing the AGR programms, only to switch at a late stage
to the PWR system. There had been no reluctance for the
owners of PWR technology to sell their eguipment and expertise
and none was expacted in the case of fast reactor technology.

- Funds from the Scottish Qffice budget might be made
available to help deal with the local employment
conseguences.

10. For the longer term; there was the possibility of
building a deep store for nuclear waske in the Caithness area.
Though such a store would be represented as a "dustbin®, it
was in fact a highly engineered project. It would employ
thousands in its construction with one hundred or more
permanent Jobs. Such an optlion was not relevant to the
decision on the PWE and should be considered after decisions
were made on that project.

Summing up the discussion the Prime Minister said that
the meeting agreed that option 1 = the AEA proposal of
continuing the full R&D programme - could not be justified and
the choice lay between options 2, 3 and 4. Option 4 looked to
be the route which was justified on economic and energy
grounds. But there was a political case for adopting Option 3
= continuation until present fuel stocks are used up in
1993=94 with reprocessing contimiing for threes years
thereagfter. The Group needed to consider whether the
employment consequences of Option 2 and 4 could be mitigated
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by bringing some additional nuclear related jobs to Dounreay
and the Caithness area. With that in mind, your Secretary of
State should prepare a paper; in full consultation with thes
Scottish 0ffice and the Ministry of Defence as necessary,
which should examine in particular the possibility of moving
to the area work connected with the nuclear submarine
programme, such as decommissioning and fuel manufacture, the
possibility for spending locally as much as possible of the
£1l0 million "informed customer®™ programma as wall as apny other
ralavant route for increasing employment locally. The paper
should be prepared in time for a meesting of the Group of
Ministers next week with a view to an early discussion in E(A)
and an announcement bafore Farliament rose for the summer
raecess. The Treasury should be given the opportunity within
the next week to confirm the figures for the various options
quoted in your Secretary of Stata's paper. ERnowladge of all
this work should be very tightly controlled with the minimam
number of officials involwved in the Departments concerned.

I am copying this letter to Alex Allan {(HM Treasury);
David Crawley (Scottish Office), Brian Hawtin (Ministry of
Defenca) and to Sir Robin Butler (Cabinet Dffice).

L 2

Nod Wb

Stephen Haddrill, Esqg.,
Department of Energy.
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MR WICES 4 July 1988

DOUNREAY

I confirm the point made to yoo verbally, that my paper to
the Prime Minister does not recommend any procrastination in
the decision to discontinue taxpaver funded 'resesarch'.

T ——

The meeting should support one of the hard closure Options 2
or 4 rather than 3 which does pracrasLLnaté-;:E stif[_gﬁégg;
'at the £60m per annum level by 1994. Option 4 continues
reprmcéEETEg untill 1992 and it is within the confines of
such an option that the UEAEA might be encouraged to examine

thae commercial potential for exploitation.

Once the UKAEA has been told the Government's decision and
the consequent financing implications, it is reasonable to
listen to commercial proposals within the boundaries of
those financial constraints. It is in this sense that I
have encouraged the PM to ask for further thought about the
middle greund in my third recommendation.

;fd,unﬂh

GECRGE GUISE

SECRET
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George Guise Esg
Policy Unit
Ho 10 Downing Street
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FAST EEACTOR
I attach scme further background material, as follows

(i} an update of the paper on "how fast reactors
work'. ¥You will note in para 3 that this calculates
the energy resource in the present stocks of depleted
uranium as having the potential, if used in fast
reactors, to meet the total electricity needs of the UK
at current rates of consumption for 600 years. My
people here seem to think this is= a better way of
expressing the thought than by making the comparison
with coal alone. Either way, the broad message is
clear:

{(ii) the annexes to the note on uranium demand, which
were missing from the earlier piece. I also attach a
chart which shows how exploration activities have
fallen away with the fall in prices over the 1980's.
This suggests strongly what would happen if the market
gtarted to turm;

(iii)a note on the costs of options. This brings out
the important point that the expenditure figures given
do not take account of the knock-on effects on ather
AEA business, and that further work remains to be done
on this. I can now confirm that Options 3 and 4 assume
that a research programme of £10m would start in
1989/90. Option 2 phases in the £10m over a couple of
YEars;

{iv) a note on the scope for running Dounreay as a
commercial operation. This mentions the lack of any
current major Japanese interest in contracting work to
Dounreay. We simply do not know at this point of
courge whether the Japanese would be prepared to place
significant business with Dounreay, and under what
conditions. If Dounreay goes on for a bit, however,
one would certainly hope that AEA could make something
out of the Japanese - though the size of any business
of this kind can only be speculative;




{v) a note on the "informed customer" programme. This
brings out the necessarily broad-brush nature of Lthe
figure.

=
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HOW FAST REACTORE WORK

fast reactor generates heab by using fast neaktrons 3 E atoms

of pluteniam or uranium. It is the use of whnich

distinguishes fast reactors from thermal reactors {such as the PWE,

Magnox) which use slower neutrons to splif atoms of uranium

reactors do not ragquire a moderator (such 5

5

zlow down the neutrons emitted by fission.

Flutonium

2 Fission of atoms with fast neutrens does nol occur sO readily

with the slower, thacmal nsltrons. Fask ceasEtsr fusl
mnanufactured with a high caoncantration of fi@ﬁile material.
plutonium-fuelled reactors, the concentrakion of plutonium is up

about 310% by weight. Tn thermal reactors, the fissile material

(Uraniom-235) is present 1in the fusl at a lavel pof around 3% OF

i Plutonium is made when “depleted" uranium {which 4is uranium
depleted of its naturally-occurring level of Uranium-2325) captures a
neutron. The depleted uranium is not fissila but much more common
than the fissile Uranium-23%. In fact natural uaranium has only 0.7%
nf Uranium 235 the rest being the heavier Uranium 238. There are

large stocks [20,000 tonnes] of depleted wuranium in the Ur,




constituting an energy resource which if wused in fast reactors,

would meet the total electricity needs of the UK at current rates of

consumption for 600 years. These stocks are increasing each year.

Breeding

The crucial difference between the plutonium production of fast
and tharmal reactaors is that thermal reackors consume more figgile
atoms Chan they creata. Fast reactors can he
breeder "blanket" of depleted uranium around the core - that they
"braed" more Plutonium than they consume. There would be no need
for an external supply of plutenium, after the initial fuel charge;

an external supply of deplebted uraniuom would be all that would be

required.

Fual Efficiency: Tha Kdvantage of Fast Reactors

The ability of fast reactors to exploit up to 60 times more of
the energy content in natural uranium than thermal reactors is the
principal advantage offered by the fast reactor system. Once a fast
reactor is fuelled with its first charge of plutonium, it need never
reguire an external source of plutonlium for the rest of its life.
It ecan ukilise depleted uranium produced from thermal reactor
reprocessing and enrichment activities. A major part of the DK's
Fast Reactaor Programme 1is aimed at developing fuel designs that

enable more of the plutonium to be burnt during its stay in the

reacktor cora ("higher burn-up"), enabling the fuel rods to stay




longer in the reactor and thereby minimising generating costs and

maximising fuel efficiency.

The Need for Reprocessing

8 The fast reactor's ability to make the most efficient use of
plutonium depends upon reaprocessing the gpent fusl te recyole the
Fissile plutonium which has been bred from depleted Uranium in the

reactor.

! It 1s possible to reprocess fast reactor fual in a plant designed
for thermal reactor fuel, sultably modified. 1f fast reactors were
to be built in guantity, it would proebably be worth building a
dedicated fast reactor fuel reprocessing plant such asz the Buropean
Lemonstration Reprocessing Plant (EDRP), which LF designed to prove

the reprocessing technology on a commercial scale.

The Reactor Coolant - Sodium

B The heat generated in the core of a fast reacter is so
concentrated that a highly efficient coolant iz needed ta Eake it
dway f{rom the ccre. Gas has been considered as a possible coolant,
but most development work around the World, including the UK, has
concentrated on sodium, This is excellent at transferring heat and

stays liquid without being pressurised at temperatures up to

QGUGEentiqrade - well above the usual operating temparature of a

fast reactor. The sodium coolant in a fast reactor is capable of




removing decay heat (the heat produced by the core after the chain

reaction has been stopped through the continuing decay of

radioactive elements) by natural convection. This means that a fast
reactor is capable of -noling itself, after shut-down, even if the
sodium circulating pumps are not working. The primary circuit of a
sodium cooled fast reactor operates at slose to atmospheric

Pressura

? One drawback of sodium is that it reacts violently to contact
with water and burns in air, This has led to much design and
development work in order to ensure the safety of the reactor
itself. A blanket of inert gas surrounds the sodium in the primary
circuit between the top of the pool of sodium and the roof of the
reactor vessel and between the inner and outer vessal walls, A
eritical component in any scdium-coocled fast reaétnr is the boiler,
where water and steam pass through tubes immersed in hot sodium,
The Prototype Fast Reacter (PFR) at Dounreay has had many problems
with leaks in its boilers, which have limited ite ouktput of

electricity since it started in 1974.

10 Sodium is a wvery efficient heat transfer medium and special
design measures are required in eorder to econtrol metal fatigue

caused by temperature fluctuations.

11 A major part of the AEA's programme and also the CEGB's Design
and Component Proving Programme is aimed at designing around these

problems,




i Once the sodium coolant has transferred the heat from the core

to the water, turning that to steam to drive the turbines and hence

generating electricity, the process plant in a fast reactor power

statlon is the same as in a conventional fossil fualled or thermal
nuclear power station and no special problems have to be solved by

the designers,

13 The fast reactor design is so different From either the PWR or
the AGR that a new safety case has to be developed. Certain
features of the fast reactor are good from a safekty point of view:
the coolant is not under pressure, and the core can be cooled aven
if the circulating pumps are not working. Others are bad: sodium
has to be handled with care; and there 13 a very small posaibility
that, as a result of a highly unlikely seguence of events, the core
could be =0 distorted as to produce a recriticality and physieal
damage within the reactor vessel and within the reactor buildings.
Parts of the core have a positive vold coefficient; if the sodium
coolant were to boil, reactivity would increase. This would be

offset by reactivity decreasing as the temperature of the fuel rose

(negative power coefficient].

14 It 18 not possible to reach a conclusion that one reactor systam
is more or less safe than another. They all have inherently safe

and inherently unsafe features., These are all well recognised by




the designers who have devised engineered safeguards as protection
against the unsafe features. The UK programms recsgnises that every
new design development has to be carefully considered from the point

of view of safety.

Site Securitv and Safequards

The other use of plutonium is for weapons, Whilst plutoniuom
remains in spent fuel rods, it cannot be used agaln. Reprocessing
isolates plutonium into a form where 1t can be readily used for
weapons although for really efficlent weapons one would "breed" the
Plutonium rather differently from what is done in power reactors.
Security has to be tight wherever plutonium is handled, as in

reprocessing plants. These overheads add te the overall costs of

the R & D Programme and would add overheads to the generating costs

of a commercial svstem.

16 The handling, transport and export of plutonium also reguiras
safeguarding procedures under the Non-Proliferation Treaty. One of
our collaborative partners, France, has a “free jse” policy for the
plutonium it owns, reserving to itself the right to use

plutenium for weapons.

-
[y

i0 June 1988




URANIUM EXFLORATION EXPEMNDITURES WITHIN WOCA COUNTRIES
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B, OUTLOOK FOR THE SHORT TERM (T0 2000}

Be:
and produ

for the purpose of tnis analyslis it 1g assumed that there will be no
stgnificant restrictions of the import and export of uranium within WOCA. Over supply/de
the period under review there will be cansiderable potential far improvements supply/de

of reactor and fuel cycle technologhles as well as for plutonium uti1isation in and techn

LWR=. The queﬁttunnaﬁre which produced the replies on which Ehis analysls
relies Was designed to take into account such Factors.

geactor related uranium requirements are expected ta continue to rise

From their current 1aye] of 39 200 tonnes U to about 52 &00 tonnes U per year

by the year 2000. Because yranium jnventories are, \n general, sti1] above continue
desired levels, some utilities w111 meet part of thelr requirements by 4 HoWever,
drawdown of inventories. Therefore, while production capability will exceed growth ¢
reactor reguirements until the early 1990s, actual production of granium 13 electril
pypected to remain below reactor requlrements unt1l desired levels of stocks cogntri
are reached, expecte




COSTE OF OPTIONS

Points to Make

1. Tha expenditure implications of the four opktions are outlined in

Annex IIT to the paper.

2, They are only approximate numbers and will need Lo be firmed up

with the AEA when we are clearer on the way forward. There will be

affacts on the AEA which have not heen gquantified at this stage.

Broadly, the figures show that

- Optien 1 is much more expensive than the others

cannet rely on the industry contribution)

- there iz not much difference between Options 2 to 4 in the five
years we have analysed. In the long term, taking costs to 2009,
there is not much to choose between Options 2 and 4; Option 3 is
orobably about £60m more expensive in present valua terms.

1. Redundancy and DRAWMOPS costs are obviously higher in Option 2,
breadly balancing the savings on the oparation of the Dounreay

pnlants, in the PES period. Savings, particularly in relation to




Option 2, appear in the mid - to late - 1990s,

4. The figures in Annex III of the paper are broad estimates anly

of the direct costs of the four options. They have been developed
in disgussion with the AEA, but because of the limited circle of
those the ARA have brought into the exerclsa, must be regarded as
approximate. Partieular uncertainty surrounds the DRAWMOPS

expenditure, where a number of assumptions have had to be made about

the ability to reprocess spent PFR fuel elsewhere if the PFR
reprocessing plant is closed at the same Lime or before PFR (as in

options 1 and 2) and about the phasing of expenditure,

5. The expenditure figures do not take account of the knock-on
effects on other AEA business. At the AEA =sitez other than
Dounreay, there are few people working full-time on the fast
reactor. They are in specialist teams probably working on several
programmes. The AEA has not analysed how these bteams would be
affected by a sharp drop in Ffast reactor work. It 1s, howevar,
certain that scme teams would cease to be viable and the AFA would

lose the ability to carry out other work.

6. The other effect for which no allowance has yet been made is
that it may not be possible for tha AEA to cut its overhead costs
pro rata to the cut in fast reacter funding, as the figures assume.
In that case, the overheads would be loaded onto other customers,
wha would be getting less value for money and whose business with

the AEA would be at increasing risk,
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SCOPE FOR RUNNING DOUMREAY AS A COMMERCIAL OPERATION

1. Dounreayv's total turnover in 1988/89 is expected to be E£90m:,
made up as Eollows:

Fast Reactor
DRAWMOES
Applied Huclear

Other

Sub=-tatal

Underlying research surcharge
Total

2. Fast Reactor expenditure at Dounreay is made up as follows:

PFE operations
PFR replacemant fuel

RED support for PFR

Total FFR

Reprocessing and radwaste plant

RAD support [or reprocessing plant

Total reprocessing plants

Fast Reactor development RE&D

Total
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{a) PFR _as a power station

3. Annual income from elecktricity sales is currently estimated at
E1dm. This is based on a within-run load factor of 68%. If this
can be increased to B0O% (comparable with Phenix in France and octher
prototype AEA reactors such as SCGHWR at Winfrith), the income at
current tariff levels would increase to abaat £17m.

4. If grid links bstween Scotland and England could be strengthened
and the AEA could export PFR electricity income to English Area
Boards, a higher target might be negotiable, If PFR gensrated at
target levels (see paragraph above) and obtained the same target as
SGHWR currently does, PFR's output would earn E29m. Strengthened
grid links will probably not be available until 1993 at the
earliest.

5. This would leave a deficit of about £10m. This would disappear
once PFR stopped ordering new fuel. Depending upon which option is
chasen, this could be at any time between now and 1994 (assuming PFR
closas in 2000).

{b) Reprocessing

6. The reprocessing plant costs about E15m p.a. Apart from its use
in DRAWMOPS under some senarios (iavelving the elesure of PFR),

other potential customers include:
France
GCermany
Japan
iv) HMinistry of Defence (MOD)
& factor here is that the AEA might be taking business from BNFL.
7. The prospects of new reprocessing business are not bright:

i) the French put oot an enguiry last Autumn about
reprocessing 15 tonnes of spent fuel from Phenix at Dounreay;
muzh of this work if it materialised would be done under the
SERENA Services Agreement (the AEA's ticket into the
collaboration) free or at a discount; this work is by no means
certain and profitable work would be limited in any case;

14} spent fuel from 5SNR = 300 is currently planned to be
reprocessed by the French, though the Germans are thought to be
unhappy about the French terms and have enguiried about the
practicabllity of using Dounreay; a small amount of work on
test pins has beaen agreed:
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L T I there seemz ko bhe no =ior Japanese interest in
contracting work to Dounreay

19} MOD's main reactors are Mat-rw . whose fuel could not be
reprocessed at Dounreay without Ercansive modifications Ea the
reprocassing plant; a smnall M-+ of work is done for the
HERALD reac“o- Z1ien the recoves; of aiaksnitm residues; for
AWRE, Aldermaston, : -

9. One other posgibiliky in reprocess «w i3 a new plant for naval
reactor fuel., This is still at the PTe =snceptual stage and the MOD
have other optians availahle,

(&} Waste Management and Decomnissionis,

0. The Dounreay Establishment itself #0r3 this as its main growth
area 1imn the future, huilding on the vsparience it has already on
waste management and, with a likely -aad For decommissioning at
Dounreay in any casge building on its 5¢.1l1g in that arca.

11. The waste management area would he “led in with any decision to
use Caithness for the NIREX deep dispoug) facility. Decommissioning
is likely to be a highly competitive Afriy

AE
O/ Energy
1 July 15988
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RETAINING THE TECHNCLOGY: THE "INFORMED MUSTOMER" PROGRAMME
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PRIME MINISTER

FAST REACTOR PROGRAMME

¥ou are meeting the Chancellor of the Excheguer and the

Secretaries of State for Scotland and Energy on Tuesday to
—————

e ——

consider the Energy Secretary's paper on the Fast Reactor

Programme, He concludes that we should retain a mudesgﬂﬁﬁb
#_-_—- - E g h—_
programme of up to €10 million per annum. His paper suggests

—_—

three opticons for accomplizshing thiz objective:
——

Option 2 Dounreay plants closa 1.4.8%: main RED programme

replaced by EEEﬁEiLliEﬂ p.a. "informed customer®

rogramms
programme .

Option 3 qPFR continues until present fuel stocks used up
"{1983-4): reprocessing continues for a further three
4 "_'_"-.-'-d
years. Maln R&D programme replaced by
£10 million p.a. "informed customer® programme.
s e Ty
PFR closez 1.4.89: reprocessing continuas until

1.4.92. Main R&D programme replaced by

£T0 million p.a. "informed customer" programme.

The public expenditure (and employment) conseguences of these
options are given in Annex IIT of the paper. Paradoxically,
the most radical opticn - option 2 - does not produce the

gquickest rundown in expenditure, at least in the early vyears.
This is because that option has the earliest decommissioning

costs with substantial esarly redundancies, The benefits of

that option are seen in the later years when expenditure falls

away faster than under options 3 and 4.

Mr Parkinson's analysia (and George Guise's interesting note

in the folder) demonstrate that investment in the fast reactor

technology on the scale envisaged in option 1 simply is a

waste of public money. Just as important, it is a waste of

highly skilled manpower, which ought to be used for more

profitable, market-orientated purposes. There is therefore a

SECRET
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strong economic case for the radical option 2 = closing the
e - — -

Dounreay plants next April.

Certainly, cpticn 3 and 4 cushion the blow on Caithness (and

Risley). But I wonder whether tRat would, in the langer run,

be the “hindest' option for those areas. The plain fact is
that East reartnr tpcnnnlnqy is not an economic proposition
and the qulcﬁer - that th&se areas can adapt to new businass,

the batter for thclr future prosperity. To extend the gloomy
el el St diefad st

process of rundown by spinning out the life of an uneconomic

buginess will not help, rather the reverse; those areas

prepare for a new future. Much better, to decide to close the
i < .—-*_

plants and use some of the savings achieved thereby to try to

attract into the areas new enterprise, which might have a

long=term future.

Feorge Guise's note suggests that there may be middle ground

betwean closure and carrying on = through foreign

k. 3 & . a i i
pafficipation in commercial reprocessing and fuel fabrication.

I have warned Mr Parkinson's office that he should be ready to

speak to this possibility. But even if this possibility is a

starter, and it looke rather a long shot, it should not be

allowed to delay implementation of tha main decision.

e —

e —

MW

M. L. WICKS
1 July 1988
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hrpendix 4
THE THMFACT ON CATTHNESS OF A RUNDOWH AT DOUHRERY
The Rtomic Energy Ruthorlty is by far the largest single emplover in the

Caithness District of the Highland Region, with a current workforce of arcund
2,150 at Dounreay. Thies repragents around 20% of the total purber of Jobz in

I

EaithnnEE_!nppr:ﬂimatnly 11,000}, It ip estimated that thers are around 6,300
jobs I the garvice sector and about €00 dobs in small manufacturing industry,
the remaining 1,95C jobs being predominantly in farming and fiching, with a
small number at MCD's Naval Nuclear Propule on Teabing Establishmen® (410)
adjacent to Dounreay. :

Apsuming that a rundown at Dounreay (DHE) would have littls or ro Impact an
the level of employment in the traditional industries of farming and fishing,
than the effect en the Caithness jeob situation is rastrictsd to the
manifacturing and service sector, It iz reasonabla bo agsume that the loss of

jobs in manufacturing could bae in direct proporticn to the reductio i
ak -D_‘DT]'JI'EE}" and that the drep in j:_'_'uhs ir the sarvica sectoy would be
proportional to the reduction In jobs in Caithness District as & whole

i gRSFINT ENY NUlticlicr SITECE [ic thE Jose of jobs in the service sectoer
Teading to & IOFTNEE loes in Chat sector).

The various DHE rundown scenarios invelving plant cleosures lead to a range of
job losses over different timescales from the least pessimistic of arcund 550
to 1550 following the total closure of the Tast Reactor element of prasent
site cperaticna. The effect of these DNE losses con the Caithness employmant
ie judged to be;

Immediate Closure at 1.4.89 of:-

FFR _+ Plants

Fositlion at: 1982 18996
Loss of DSE jcbs 1450 1550
woss of Jobs in manufacturing 400 430
Loes of jubs in service sectar 1060 1130

S 1) -
SR
The pneppioyment level in Caithness has seldem dropped below 10% in recent

years and is now 13.8% at presant. The loss of the numbers of Jjobs identified
above within 4 vears would therefore increase the gnemployvment level to 24% on

the lems* pessimistic scenaric ELML Thig
could lead to emigration of betwesan 2,500 and 6,500 peonle from Calithness
Disteict, i 10-24% of the currant population of around 27,000, This is a
Erend already egtablished in the adjacent Sutharliand District and is &5 trend
which other Government Aqencies - notably the Highland & Islands Develcpment
Board - ars desperately trylng to roverse WATLHN | 1 leg £
Governmant and EEC Fundg. ©Ghe cosarved effect of develooment efforts in
Calthness in recent vears has been mainly in the sponsoring of small fastor
devalopments and assistance to tourism. It is hard t0 Ges how the present
Aganciss could stimulate 1,110 replacement jobs let alone 2,500 in the
commandity by 1593, e




AL SOMMERCIAL IN CONFIDENCE - STAFF IN STRICT CONFIDENCE
® -
X -

Arother aspect of the rundown cof Dounreay, related to the loss of jpos in the
gervice sector, would be the effect on small businesses in Calthness, many of
which wers started in response to the neede of Dounreay in the early days of
the Establishment (1954 onwards). This is an area of the local esconcoy Wwhich
the chalrman of the Highlands & Islands Development Board (Mr R Cowan) has
‘been trying to stimilate. Deounreay paymentse te local firms for goods and
services in 19856/87 emcunted to some £5,000,000 which rep regents aroung % of
the Egteblishment's gross cash expenditure or 22% of that part of the
expefiditurs related to stores, materials and capital,

b further affect of rundown at Dounreay would be a substantial reduction in
the rates income of both the Calthnesa District Council and the Highland
Regional Council., Payments to Cgithness District Council.amcunted to £20%% in
1886,87 ngi_gg_;nggg_;g;;g_igggmg_gi.iﬂi&ﬂ}; payments to Highland Regional
Council in the same pericd were ES30K which was around 2% of the Reglcn's
ratas incoms of £53,150K. Presumably moch of that loss would have to be made
good by othar ratepayers or by central Goverrment.

Py

Tha town of Thurse 10 miles east of Dounreay grew over a pericd of years from
a population of 3,000 to 9,000. Three new echools and a Taechnlcal College
wers built and new hpusing setates were DuUllt DY tiw loocHEL Bothority. These
new investments wauld be largely wasted if Dounreay were rundown to the extent
indicatad. =1 :

The Atomic Energy Ruthority still owns arcund 4B0 houses in Thursc for letting
to Dounceay employees. These houses were built for lmportad staff in the
period 1955/63 and have been well meintained. If Dounreay were to be run down
Ly up to 1,450 empleyees sver a & year peried, it is highly prcrable that the
majority of corparatively mobils smplevess (ia skilled craftsmen and science
a=d enginssring staff) whe occupy these houses would move away, leaving up Lo
280 of the AEAR houses uncccupled.

e r—

In parallel with employees purchesing thelr houses from the Ruthority over the
past 4 years, many alsc enterad the private housing market displaying a
monfidence in the future of Dounreay engendered by the success of the reactor
and fusl plants and Government statements of support to nuclear power and the
fagt reactocr element. There is no doubt that the emigraticn of auch largs
nunbers from Caithness would lemsd te a total collapse of the houzing mariket
leaving mary owner-cccuplers losing their investment and indeed most of the
area resembling “IRe Blghland Cleararces. =
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PROTOTYPE FAST REACTOR AT DOUMREAY

This is a classical example of technical success and

commercial fgilure. 250 MW of electricity is being

fr— e —
generated and fed into the Scottish Grid from the energy
produced by the fission of plutonium bred [rom natural
uriiggm. This breesding process takes place within the fast

reactor core and could ultimately transform all

e

Britain's 20,000 tonnes of depleted uranium into an activae

=,

fuel, The proliferation of Fast Breeder Reactor (FBR)

*

Eechnnlﬂgy could therefore make the country self-sufficient
in fuel reserves for over a hundred years. Thare would ba

i

no need to import any fresh uraniom supplies and dependence
A S e ST A
upon fossil fuels would automatically fall away.

Sach a goal may sound Utopian, but it does not make economic
sense. The overall costs of the FBR fuel cycle axceed that

e

for the tharmal Pressurised Water Reactor (PWR) both in

capital intensity (30%) and operating costs (20%).
Furthermore, the ovarall PWR costs, including capital

depreciation, compars unfavourably with fossil fuel
alternatives, as we ncoted during the electricity
privatisation discuassions. The PBR route is therefore

—

commercially uncompetitive twice over. It would reguire a

-—

guadrupling of natural uranium prices to galn an edge on
conventional PWR technology which on economic criteria runs
gecond choice te ail, gas and coal. One would therefore
nead to posit future economic circumstances which would
force not only substantial price rises in fossil fuels, but
a conseguent acceleration in the rate of installation of

conventional thermal nuclear power.

1
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The FBR programme is a massive example of Government folly
in trying to pick winners on economie eriteria projected far

e ——

into the future. In the 1950s, when the FBR programme was
i it ey

concelved, the case for accelerating depletion of natural
fossil fuel and subseguently uranium reserves made some
sense. It is significant however that, even though the
science was understood in principle, industry showed no
inclination to use its own money to sponsor such a

programme. That was Jleft to Government and the taxpayer who

has unfortunately put £€3.5 bn into a programme that is

——p—

almost certain to be discontinued with little return. This

ia a most apposite lesson for the current debate about
‘enabling technologies' and 'exploitable science’.

Is the FBR EBafe?

Ho nuclear system is absolutely safe as evidenced at Three
Mile Island and Chernobyl. However, in the West and
increasingly elsewhere, public enquiries and regulation
ensure that safety measures both in design and operation go
as far as current understanding permits. Indeed, the high
costs of maximising safety is a principle factor in making
naclear powar uneconomic.

Since the PWR is by definition a pressurised system it can

in principle still run amok. As temperature rises, so does

naclear reactivity with any uncentrolled loss of coolant

—

exacerbating the cycle. In principle, therefore, any

thermal reactor which transfers energy to boilers through a

pressurised interim stage can explode. This may throw

lethal radico-active debris into the atmosphere, as at

Chernobyl, but the danger is not eguivalent to the

datonation of a nuclear weapon.

However the FBR has a negative temperature characteristic
becausa fast neutron abserbtion by core materials increase

—

2
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with temperature. As the temperature of the core rises, the

— e e————

reactivity falls leading to less heat generation. The fact

—

that the core is surrounded by a bath of unpressurised

liguid sodium could be an additicnal safeguard because

sodium has a low melting point, a high boiling point and a

high specific heat. The core of an FBR iz therefore

embedded in a massive heat absorber. Taken together with

the negative temperature characteristic, the FBR system is

arguably inherently safer than the PWR. This is a positive

point which has not been adegquataly publicised and about
which I was in ignorance until my recent visit to Dounreay.

Dangers of uncontrolled explosion do exist in the sescondary
sodlum and the steam generating circuits which power the
turbines. These circuits are beyond the 'nuelear' part of
the system and therefore outside the area where
radio-activity is present. Dounresay has had problems with
its secondary sodiom eirenits and steam generators but they
were the kinds of problem that could have arisen with any
industrial plant involving heat transfer mechanisms. Tha
chemical reactivity of sodium is of course an additicnal

———— o
hazard. However they were not problems specifically
e S

associated with nuclear processes and radio activity.

—
———

It may be difficult teo separate the issues in the pabliec
mind, particularly among the anti-nuclear lobby who are
against everyvthing, but it is important for Government to
racognise that from a nuclear point of wview there is an

argument that the FBR could be inherently safer than the
FWER .

Is There Research Done at Dounreay?

The answer is yes, but very little of the type for which the

praject was originally conceived. The processes of fast

—_—

reactor dynamics are sufficiently well understood for there

3
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to be commercial reactors alrsady in existence. The
ragsearch at Dounrsay is on optimising fuel element

assemblies and the reprocessing cycle. Indeed, the French

send their spent fuel rods to Dounreay for analysis of

plutonium utilisation rates and pay a fee for such work but
[ doubt whether it is adeguately costed and priced.

The possibility of British exploitation of its technological
lead in suech areas as fuel rod assembly and fuel

re-processing should be examined. In other countries, such

aE_Japan, the pressure to exploit FBR technology is greater

because of acute lack of fossil and uranium fuel resources.

Japan is planning a commercial FBR programme f[rom 2020 while

France 13 already strongly committed to FBR technology

through centralised decisions already made. One of the
great problems of the UEABA and all its offshoots is that
commercial thinking is so alien. When I raised the question

of whether anyone had considerad sesking Japanese or French

equity participation in Dounreay there was nonplussed

gilencal
e —

Dounreay resesarch is therefore of the highly specific
applied kind without commercial ratienale for the UK.

Damestic industry is therefore unlikely to fund it and

Gavernment should certainly not. Walter Marshall h&gj

already indicated that a privatised CEGB would not continue
e
funding Dounreay at the £30m level or anything like it.

This 1s seen as a great betraval by the Dounreay staff who

spoke bitterly about Marshall's volta face.

Operating Costs, Staffing and Employment

Dounreay is funded as to £75m from the Department of Energy

via the URAEA, and £28m from the CEGB. Total operating
e

cesta are therefore approximately £103m r annun net of

some El2m per annum received for electricity generated. The
o =

4
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site amploys some 2,150 people of whom 500 are professional

engingers and scientists. The ratio at-;T;,is therefore
petter than at CERN (10 to 1l). Direct support staff in the
Form of technical assistants and blue collar workers in the
reactor and reprocessing units number 1,000, leaving a
balance of 650 security, administrative and clerical staff

2l brodie i
including trainees.

The AEA is the largest amployer in Caithness accounting for

gome 2,000 jobas out of 11,000. The service;éectar and small
qﬁ

manufacturing total 7,000 while 2,000 are in the traditional
industries of farming and fishing. There are also 400 jobs
at the MOD's naval establishment near Dounreay. Closure of
the AEA plant would therefore have a devastating effect on
amployment leading to job losses of ;;;;E_EIEEE_EEEETE

including knock=on effects in the service and manufaeturing

8ecLors. Annex A shows the amplayment affects in more
i

detail. This is however an AEA document which I have
obtainad and will therafore tend to present the worsat

possible pictures.
conclusions

The strongest argument for the FBR i strategic Ffuel

self-sufficiency. It may also be inherently safer than

other nuclear alternatives. Nevertheless, expenditure at

Dounreay should no longer be classed as part of the research
budget, The bulk of its net operating costs are spent in
keasping an uncommercial but working reactor going with a

4

puny electrical power output. The current prototype reactor
has already been in operation for 14 vears and must in any
case be terminated or replaced in 10 years.

—

The clesest analogy to Dounreay in my experience is that of
a4 worked-out mine in a remobe QILEE. The directors know

that it must be closed even though it is the primary source




-
¢

SECRET

of wealth generation 1in the vicinity. Dounreay's demize
will be a sad blight for Caithness and it is appropriate
that methods of cushioning the impact are ander

ihueatigatiun1 The phased withdrawal Options 3 and 4 do

o S
sgem rather onimaginative and still incur an annunal spend

ey ST - | —

level of over £50m in 1994. The tail-off to 'a net spend

level of €10m par annum, which seems a fair cost for staying
in the game, may take up to 10 years which seems toa leng.

=

The analysis in the D/En paper has necessarily been rushed
and may have missed a more commercially palatable middle
way. In particular the possibilities of continuing the fuel
cycle resesarch, either under contract or with eguity

participation by countries such as Japan and France should
be thoroughly examined. However, Europe as a whole appears
to be in such disarray on the nuclear issue in general and
the FBR issue in particular, that the likelihood of a /

realistic, early solution coming from that direction seems
remote.

The problem of Dounreay is a specific case of the general
gquestion mark over the UEAEA. This has been hopalessly

g — ”
uncommercial iIn 1t3s thinking for decades and this has been

5EE£ElE_E5Eﬂﬂﬂﬂ—hf—thﬂ_ﬂlEELEEEiﬁf privatisation ﬂEEiEiﬂ;;.
Tha authority should be forced to think commercially about
its own future in general and Dounreav in particular. The
only choica it has really offered for Dounreay is either to

keep going or close down. The former prefarred option is

justified by exhortation about the long tearm national

interast rather reminiscent of the protagonists of the space
programme .

What is needed iz some commercial thinking about how the

successes of Dounreay can be harnessed. The fact that the

commercial case is unsound for the UE does not necessarily
aexclude some form of commercial collaboration with countries
such as France and Japan who see matters differently.
— -
S5ECRET




U3
SECRET

Recommendatlons

1.

The FBR programme should cease to be part of UE taxpayer

financed ressarch as guickly as possible.

Tha Scottish Office thuld recognise that the problems

caused by winnar chklng and political science are just
as much theirs as the DILn. They should therefore
participate both financially and imaginatively in

—
finding a solution.

You should ask for a fuller analyais of the middle
ground hEtHPFﬂ closure and carryLng on. In particular,

—————

the quEﬁtlﬂn of foreign part1c1pat15n in commercial
reprocessing and fuel fabrication should be examined.

Fands saved on the FBR programme should be EPdlrected

into fundamental R&D ﬂlsewhﬂrP in the science base.

= e -~

| 4
o
L

_}
/

GEORGE GUISE

)
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SECRETARY OF STATE FOR ENMERGY
TEAMES HOWSE SOUTH
MILLBANK LOMDON SWIE 404

01 211 3082

Jonathon Taylor Esq

Private Secretary to

The Chancellcr of the Exchequer

Treasucty Chambers

Parliament Street

LONDON

SW1P 3AG L7 June

Mjha_uﬂrr\n!

FAST REACTOR PROGRAMME

The Chancellor and the Secretary of State for Scotland are to
discuss this matter with the Prime Minister and my Secretary of
State on 5 July. 1 attach a copy of the paper my Secretary of
State has prepared for the discussion.

Could you please note the classification. I cannct emphasise too
strongly that my Secretary of State regards this as a most
sensitive matter.

I am copying this and the attachment to Paul Gray in Ko 10 and to
David Crawley in Mr Rifkind's office.

T,

)

ISy Wby

5 HADDRILL
Principal Private Secertary
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THE FABT REACTOR FPROGRAMME
In@t 100

When thi Go nmant last reviewad this programme in 1982, it
concluded ™t caWhile it would be of major strategic
significancelf ergy suppliez, the ordaring of a
commercial seri ali - pnot likely bafore the
earlier part of

continue with

international

announcement

gsummrarizad in

case for the fadl in 1987/BE8 was

E115m, of which th i ' it ie the

e

tha UK in developing thizs technology =in

large sum= have been szpent by other countr

consider whather we can, at economic coat,

e —

raactor technology for the UK.

- e

- In recent years Lthe case for continuing w

gignificant UK effort has become much weaker. Tt i3z
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see commercial deployment of fast reactors for ancther 25-30
ars, or aven lohgear. Low uranium prices make it very
:%Eult for them to eovercome their inherent capital cost
isadvantage in relation to the PWR, and utilities do not

s=al a ed for them for somae decades.
4. @ gt the Government's electricity privatisatiaon
proposals énﬂt affected the subsztance of the case for
and against 1auing expenditure, they have brought the
issue into shar i shall has told the UHAER
e
that the CEGE wish@s January 1990 its
contribution oW Weo the programme .
The prospects eventual
privatizsed in-_ sl leval are very
poor. HMG is €4 ¥ finance most of

any large conti

Views of the UKAEA @

Bs I have discussed the pnait§ ength with the
Chairman of the UKAEAR, who has made prop see Annex I[I]
fEu- sontinued investment in fa=t reactor B fﬂ 2005, and

in the construction of a European Fast React { }

19895, These would involve a leading role for Government.,

and major public expendibture - a further ET700-300 o

—_ =

invested by UK concerns in EFR. Even then, his strate

R&D alone. 1In addition, some ES00m would have tao b D

O
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would involve shedding 1,000 jobas by 1992 (500 at Dounreay)

om the present 4,000 working in the AEA as a whole on the
%rear’_—tar. The financial and employment implications are

sat out in Annex III, Option 1.

gvantual =a 1l programme. Their proposals are, in my

e

vieH, unreslistg 'u. pot clear that the

——
e om

sconomless agsumed

achieved. Thnuf

and Serman= ha

their :ﬂuntri:T 3 should be
lecated., SecolE U manufacturing
industry are verg 1i ] stry is likely to be
much more interestsg PWE prog#famme than in a share of
perhaps two fast reactor . 30-40 years.

Indeed, the length and uncertainby timescale for

development accounts for Lhe reluctan he electricity
industry, and of manufacturing industry%k_a any large
continuing contribution to research. In n do they
see 1t as being "near market".. They, and BN ) decida
to spend relatively small zum=z to malintain A watching brief,
or perhaps to participate in international work 1@115;1:2::]
way, but this i= not likely to amount to more than %
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million figurea: by comparizon, the AEA's proposal involwves

e UK investing some EBJOm in EFE.

As a variant on their proposal, AER have supplied
or a lower-cost eption., which would involwve

UK investment in EFR to ES500m: the RE&D programme

av be unaffected. This iz open to the same basic
object L::n@

H. i gibility of a contribution
from BNFL, e to continue, as
pr constitutes tha
yvear 2000, we
1 fuelling and
sustaining of ial-scale EEEt reactors.
Thereafter therefsi i Fowing stockpile of
plutonium for whicl® are 13 no ea regquirement.] BNFL
gay Lt could also affect : urther THORP
business if the Japanesae thoughkt Eh commitment to
nuclear was weaakening. On the other
guantify this claim, and in thea light o ivatigation
proposals. the Government's commitment to CAan

acarcaly ba in doubt. In any event, BNFL do %ﬂm

prepared to commit more te the fast reactor programme than

%
N

the EZm or 2o which they are currently spending.

SECRET - NO COPIES TO BE TAKEN




SECRET - NO COPIES TO BE TAKEN

copy wo_l oF 5

:: . The REA proposals cannot be sustained in energy
&1:’.1’:? terms. They are designed £o maintain a leading
ition in a technology which iz not going to be needed for

decades. The future electricity industry can be eaxpected to
Wi icence the technology, a= and when it needsz it.
Theay ély do aot intend to lock up rescurces of their own
on oa lagge le, against that day. The =same, a fortiocr:,
i3 true D@ nufacturing industry. In thesa

circumstanc itgpis difficult to see what we would get for
UK beneficiary

getting value For money.

Closure of Doulf

g i1 Given theWke g naragy policy case I

have considered the : sing down Dounreay
forthwith;, and all other fast react gxcept for a
programme of about El10m to maintain a ition in the

technology and keep abreast cf developm This course
would leave the option of licensing the te ¥ in due
course, probably from Japan or France. Deco %ﬂing and

redundancy costs would initially be high under th@timu,

,
X\
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but would fall thereafter. The [inancial and emp

implications of this are met out at Option 2 of Ann
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¢ A phased approach

11 I am naturally in no doubt of the extremely
=erio consequences for the Caithness economy of closing
E'Dunr& I have therefore considered the cost and
impli:at@ f a phased withdrawal from fast reactor
activity ¢ﬁu.1 Two broad possibilities are:

(i) co nu il the present fuel
stocka are u 1 up [(1993/4); Mith reprocessing for
3 years affer closure of

FFR decom@issioning; the

replaced, Baz under Om "informed

sustomer"

iii) { .4 88 reprocessing on

1.4.92; a E10m progra

These are Option=s 3 and 4 of ARnnex II;‘O

) e Closure of the Dounreay plants H_jﬁcaurs-a
aﬁill have

to be borne eometime; PFR is expected, in any case, reach

involve significant decommi=ssioning costs.

the end of its useful life in about another 10 ve heza

coBte will be heaviest in the early years under Opti

which involves the early closure of all the Dounreay P@:
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and they will also be mignificant in Option 4 which involwves
e early closure of PFR. These options incur the heaviest
re@undancy costs - decommis=zioning provides far fewear jobs.
pticn 3 postpones decommissiconing ccztz, and redundancias.

In or the years immediately ahead it im, in terms of

EMﬁlu‘f<:‘ at Dounreay, not much different from AEA'S
prﬁlfﬂrr@rateg}r. There would however be savara

employmen egquences at other AERA =ites, with Rislavy
{Warrington i the hardeszt hit. UOp k2 1.800 jobk=s sould

pock-on affectz on other

The preci=f pha=zing of closure
be determined ter consultation
regulatory
authorities. ANS - at Dounreay under
any optiocn, Hith site clearafte and maintenance

tasks.

The European Collaboration :@

13. I have al=o conmidered the affect ;A\::;nn on

our collaborative partners, by whom it will be seen az a

sericus setback. RAkfter 2=3 years of uncertainty =ign

work, the recent utilities (EFRUG] initiative refar

ip
Brinex I has shown a way forward. There has been ‘ I:
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considerable progress in putting together over B0

&llﬂbﬂfﬂti“l R&D packages. For the FRG authcritie=s, the

fa raeactor i= in the front line of the nuclear debacta:
"'-.-_-_ —
h

ey do not want to give the vietory to the Green=, or to '

————

e
-nuclear SPD. They are currently striving tc keep

rototype Halkar reactor which the Land Government
iz refusing license. The French would ses withdrawal as

prejudici to the collaboraticon and the general
nuclear cli which, with their large nuclear
dependenca, theA 1. jo-

14.

implications of

authorities,

be impartant.

Faly reduced, to
avold formal withdFges g#Chnically, we need to

give a year's notice). o W antar discussions

With our partners before any announ of our deciszicn=.

The EDRF I guiry Q

15 The Secretary of State for Scctlan %ﬂﬂ before

him the Eeport on the AEA'z and BNFL's azplication

outline planning consent for a European Demonstratl
Eeprocessing Plant at Dounreay. Whiles it now seems
improbable that such a plant will be required for many :
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vyears, the effect of hia deci=ien on the nuclear debate will

1:<’E inportant, not least because of its conjuncture with the

ﬁent revians.

Lxu*dspi?n

16. ‘ Ta case for early development of the fast reactar

has weakeardas ther since 1982. Lord Marshall, a strong

supporter of%: Kt reactor, doe=s not =zee series ordering
ar

before 2040.
the forward proggy = ¥ Current
levels of expend [ cannct be
ju=ztified on =0 . ' krect to be able to
license the t : Lk eeded. Radical
redustian : i : culd hawever have
‘the AEA, and for our
A phased approach
gquences and a
residual B & D programme of E10m uo oW u=E to retain a

modest position in the tecknology in h Wwe have invezted

s heavily over the vyears. It may prove Ele to =zecura
A contribution from the electricity board=s FL towards
thiz residual programme, following the CEGB' :a;hﬂ;u al in

L
1990. Expanditure at thiz level might provide th sig far
limited continuing asscciation with the fast reac
collaboration, though this would be for negotiation Wi ar
partners.
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Az I have sald in paragraph 3 above, the REA'a

sals cannot be sustained in energy policy terms= and

Opticn 1 should not therefore be considered further. I

bel@ @ should retain a modest B & D programme of up to
E10 m& P- 2. %o retain a pozition in the technology,
and sealf a= rga a contribution az pozzible from the
e@lectrici ds and BNFL. Thiz is common to tha

&

remaining Op {2=4). The choice batween these options
ia essentially p odic 3 Which we should discuss.

Secretary Bf State for Energy

June 1988
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ANREX I

T REACTOR

2 MINISTERIAL REVIEWN AND CEVELOFPMENTS SINCE THEN

reviawed policy on the fast reactor in 1382, It
] that & substantial UK development programme,
¥ on the Atomic Energy Authority'= (REA) sita at
il d continue; but, in the light of the longer
._uhln Eefore fazt reactors would be needed,
Sehed to explore tha patential for

collaboration wit ther countries.

2. Following =45 ; jated spnkry into the
: re of the inter-
g (Mol) in January
Bl Belgium. In 1985
{BNFL) @pplied for gutlimns
ropean DemonsEraticn
Reproceseing Ple for processing $ast reactor fuel
at Dounreay. T i Reporter's recofmendations were
submitted to the rifEcotland before
Easter,
3, Total expenditure orf= : 5 azx baeen out by =ome
40% in real terms s=ince 1981. The came joint funders
of the programme in April 1987, con ng zome 30% to the
programme’'s net costs. As a result o ] nd sarlier
reductions, the Government's own contrifjuti has fallen by
nearly 0% in real termz since 1981, It pnds At ETH

million per annum. The CEGE has recently 1 d the AEAR
that it wishes to phase out 1ita :Dntributi:ﬁ;& January

1590. ‘i:‘k

%
£
<\
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The Strategic Case for the Fast Reactor

( 4 WThe 1982 paliey review coneluded that the fast reactor
‘léu!d

be of major strategic significance for the UK and the
worl future energy supplies and the UK was among the
wo gl adere in its development. The strategic cass rests

K's ability, using fast reactors, to produce

recourse to imported ore or fossil fuel and

bl at cosdeat maximum not much more than present
ba=t genar

Faet reactors exg | Margy from uranium than
can thermal resgl - ad reprocessing
plants to extn@ct g brad in the ocre.

Reprocessing fi of the f[ast
reactor systeny

5. Behind the ' that the UK has
large stocks of'%d ermal reactors
enough, if used 1 . ; £

mption. Theze stacks,
together with an initi1d" ; enium {of which we
currantly have enough =tesks for thr ocEamerclial-=ize Fast
reactorse and this stockpile is bein to at a rate af
1.5 - 2 tonnee p.a.), mean that a progn of fast reactors
could be implemented without the need i rt more

uranium,

6. On the basis of present designs, the spe
cost (B per KW of output) of a fast reactor
0% higher than that of PWRs, Unle=s= these ca al cosk=s can

be brought down significantly, the economic caze f agt

'
£
5

reactora re=zts on the running costs beling lower.
turn depend= on the price of uranium rieing signifi
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:ﬁ Developments since 1982
:walﬂil Fusl EBricas

T utlook for ©il and gas price= has changed since the
the lazt review. The high cil price batwesn 1379 and
aged exploration and new discoveries were made.
timated that the world has encugh to lask
at current rates of consumption. In 15B2,
the astir leass than 30 years. World oil reserves are
alzo more wi epread. Forecast prices for oil and gas,
and coal, a efore lower.

{i11) Uranium &

B. Lower fossil

such a= the effge

locwering of th@ forecasta f

have led tc a Elackening -he pace of d@velopment of
nuclear powar . of demand for urBnium have
therefore fall@h =i 982. On the supp side, new
depozits have = Canada. At
current rates o ﬂ_ i ; fnough uranium te

fuel thermal reactig at increasing, for at lea=mt 100
years.

{111} Fazxt Reactor Cost Reduction @

9. The design and development work th been undertaken
since 1982 has led to significant reduc r i the coste of
the fast reactor system. The most recent by the UK

@

industry estimated that the faskt reactor's ting cost
(pence per EWh) would be 1.2 times higher t t of a
PWR.

%
£
<\
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[iw} The Eurcpean Collaboration

cRld's first commercial-scale fast reastor, Superphenix, to

:& France, which has the technological lead, brought the
8

powaer at the end of 1986 but ham since hit a severe
tech al probleam with a leak of zedium from tha fusl
at vassel. The reactor i=s not expected to restart until
the at the earliest. The French electricity utility

haz p plans for a zecond station by 5 year=. The

Franch veBopment programme has been reduced althoush it

remalng rger than the UK's.

1. GQermany an unable to commission itz 300 MW
prototype fa regetor, started in 1975, because the local
licensing authof® ty” is j oy anti-nuclear Scocial
Democrata. A decisgy 1 B trnti]l after the lacal
elections in 1988

severe knook h-_#

n forbade the
from participa#ing in nuclear
had done in Sup@phenix). Thi=
guity stake in a

(v} The EFRUG Initiative

1J. Due to disagreement betwaesn the and Germans about
the =iting of the first of the thres tration reactors
envisaged at the time of the Mo, the ra n Collaboration
reached an impassze. In attempt te take bt forward, the
Eurcpean Fast Reactor Utilities Group [(EFE f which CEGH
is a member) has initiated work on a common an model -
EFE, the Eurcpean Fast Reactor. This will in he design
companles and the RED organisations in a five ¥o six vear

programme of work to preoduce a design acceptable to =
utllities. Thiz will take ints acescunt and develu%st
features of current desmigna [CDFR in the UK, SPX 2 nce
and BHRE 2 in Germany). O
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¢
SECRET - NO COPIES TO BE TAKEN

COPY MO ) OF =

14. The national design and R&C organizationz will need to
stablish formal links if the cpportunities cffered by full
6&1Inbﬂr‘nti?e working are to be taken. Agreements covering
woBeing arrangements and the transfer of intellectual
operty have been negotiated and are nearly ready for

sign rea. Bokth the AEA and the Mational Muclear Corporation
ha ed for GCovernmental appreval for them te sign.

fwri) x n Demonstraticon Reproce=zsing Plant [(EDRE)
Applica@icon

15%. The AER BNFL'=s joint application for ocutline
planning pe n for EDREP at Dounreay was made to enakle
the UK to bi ifkin the Collaboration, for the
reprocessing p .8, : eessary Lf tha threae
demonstration reacts 1] This i8 now most
unlikely to happ N 1 igaged at the time of

ivil) Other cglintries

fund large fast
s spending about
It i= building a
prototype reacto
and plans to build
Its long=-term aim is to

by about 2020 - 2030.

Department of Energy
Juna 1988

SECRET - NO COPIES TO BE TAKEN




@
SECRET - NO COPIES TO BE TAKEN

COPY WO ) OF =5

ANMHEX II

%,
A
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A FROPOSARLS FOR TRAKING FORWARD FAST REACTOR DEVELOPMENT
IN E FE

wliaves thakt electricity utilities will reguire
COoOmmerc ast reactors to be available by 2020, and
possibl at earlier as an option to replace the
currant =ar f nuclear power stationeE. ( Ssme PWR
stations in nee will be 30 vears old by 2010, as will
zome of our E=a.

2. On the assumptgifh that it would®hake 10 years to design,
obtain planning gPnzent and then buill large station, the
decision to ordd Bfial series of
stations would@h R10. Allowing B
yoars to ass=ip
would require o be commigkioned in 2005 and
ordered, = f i This is cl@Ee to the currently
; ®ive and the EFE.

The UEAREAR re 1 3 gifains to be done within
the Eurcpean Collab®@atrion to ach) he most sfficiont uze
of resources and the e T of lication in both the
design and the RED organisations. @ as not been
achieved to date becauzse of the lack clear lead frem
tha utilities, rivalries amongst the ial parties and
an unwillingne=s on the part of the R& igaticns t=
compromise their bargaining position=s in bsence of firm

The URKRER propos=al iz aimed ak: :

5 securing a commitment that EFRE will be b in
the timescale that the Ruthority thinks i= 1 Ted;

dgreamente about the divizion of work

11. achieving a fully-integrated European pro
with a unified management aystem for both the EF
project and the supporting R&D. &
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%Thg European Fast Reactor [(EFR]
EFR is estimated to comst about E2.5 billion. If the UK
W to take a one-third staka { as would be anvizaged 1f
ulty amongst the main R&D partrnerz were to be malntained)
the Ulpwould have to contribute about EBOO millicm. The
UHxs&inks that thi= would be feound largely by industry
{th
genar bBut beliewveas there iz a cazae for the first &of a
kind cogfs EFR, estimated at 20%, being met by

Lovar nme Ehe grounds that this would be the final
extablish a strategic option.

6. If, despl ﬁiéﬂh%prﬂmiiﬂd return, UK industry was
unwilling to prg¥ids Cf e b a lower figure of ES0D0
million would give g the Nuclear

EFR and Wpintain the UK's
oclogy, g full sharing of

ld ba & return in the form of electricity

laboration. &R
igated, but would
lity o obtain

knowledge and & g cor countries in
the Collaboratiir, ar E industry.

The

7. Tha UKAEAR envisage L ogr as of the members of
the Collaboration being rationalis the total =ize
reduced to the axtent that the annua of expenditure
would fall from about E300 million ak E to E1850
million by 1995 and E100millicn by Eﬂﬂﬂl [i'l expenditure
fiqurez are in 198879 prices.)| The UE's of this wounld
be about EBO million p.a. in 1995 and E30 i in 2000.
This would however depend upon a full ratio 1ET,

including the closure of all but one of Ehe
reactors - PFR, Phenix and the completed but n vek

cparational SHR-300.
8. The total cost of the UK RED programme to 2005 7%
eztimated by the UEAER on this kasi=z to ba ETO0 mill

E900 million 12f all three prototypes keep operating bu h
programma 1= otherwise rationalised. These costs do not

£
include any further work on fuel reprocessing (the PFR F@r
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reprocezsing plant baing aszzumed to cloze in 1983), nor do
hey include the coceEts of running Superphenix. which are
sumed to remain with its ownere (French, German and

Lk

ian utilities}.

Fllnw the UK R&D Programme
9. AER argues that, zince the RED spend will ba

dirac@ the needs of the EFR project, the industrial

EOMBAR 1 a the EE2I should take on an increasing share of
the prog rom 1990 onwards. ([(This would have to be
negotiate e DEAEA or Government but the agreed amounts
would have etadded toc the costzs for industry of

investing in F%

10. The Cepartmengifas assumed, foOWRthe purposes of
eztimating the efh bli Miture in Annex ITT,
Option 1, 1 . steadlily t¥ke over the R4D
funding leaving z=ome £10 mj#flion p.a. = ng from
GCovernmeant, ssSentially f safety work, By 2005,

Department of
June 1988
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FIMNA AL AND EMPLOYMENT IMPFLICATIONS OF OPTIONS

S

&b/sa 89/90 90/91 91/92 92/93 93/94 Subsequent trends

Department D@%}F expenditure
|

E

Dption i S8lowly falling

Option 68 4 5L Falling at first
then stable

option E Slewly falling

option ! Slowly falling

Emplsgment at Dournra

Cption 1 2000 Ex: o Bteady for
y Several vears

Cption 2 2000 ) i 500 500 Slowly falling
Option 3 2000 2000 i 600 Steadily
falling

Cption o 2000 1300 '&Dﬂ'( T!ﬂ Steadily

falling

Employment elsewhere in the

Option 1 2000 1800 1600 11101]: %lily’
a2

lling

Options 2 2000 400 400 480 400 ‘5t

= 4] r
(*) Note: The precise phasing of the run-down will need to
discusged with the AEA. s:
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%iptinn of opticons

op URAEAR proposal. Continuing full RAD programme, with
industry contributiona. No rationalisation of European
prototypes.

Dption 2® unreay plants close 1.4.89; main RAD programme
: aced by E10m p.a."informed customer® programme.

Qption 3 P inuez till present fuel stock= u=zed up
reprocessing continues for a further 3 years.
ogramme replaced by E10m p.a,."informed

Uption 4 - : i jcontinues €111 1.4.92.
£ \Cm p.2. "informed

ALl numberz are %

Expenditure i= in g A iosuming 4% p, a.
inflation.

For Option 1, expenditure figures E11m contribution from
CEGE in 158%9/90 and E10m per annum 2 industry from 1991/92
anwWards.

Optiong 2 - 4 will involve :DnaiderahlEQ ustur.ng for the

AER, affecting other sites and programm AEA have nct
hitherto been able to provide a full anal the effects.
The expenditure figures above do not inclu

implicaticons of this restructuring.

Department of Energy
June 1988
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RESEARCH COUNCIL 29 JUNE: FUSION

I have been thinking further about the line which you might take
on fusion at Wednesday's Research Council.

As you know, I reached a personal understanding with Riesanhuber
on a figure of 50 mecu for the "tail"™. He also agread that the

Presidency should take the lead in securing a consensus on this

figure.

I believe that Rlesenhuber gave this undertaking in good faith,
and that he will make real efforts to secure this decision when
he takes the Chalr in the Research Councilil. We should,
therefora, rely on him to do so, and second his efforts as

necessary. Indeed, if all goes well, you may not nead to say
very mucha

If, however, Riesenhuber simply cannot secure agreement on a tail
of 50 mecu, we need to consider how to react. In my view, the
case for reaching agreesment at this Research Council is extremaly
strong. Apart from the risk of blame if we are perceived to have
prevented agreemant, thera must be a real risk that we should not
ba able to secure even so large a tail as 50 mecu. We have no
reason to expect help from the Greeks, and Riesenhuber may feel
that his promise only covered the period when the Garmans had the
Prasidency. We might well, therefore, not be able to geat a
figure even as high as 48 mecu, if discussions drag out.

In the last resort, therefore, if despite all efforts a consensus
is only possible on a tail of 48 mecu, I do not believe that you

should prevent agreement. We should not, however, go any lower
than 48 mecu.

I am sending copies of this letter to the Prime Minister, the
other Members of E(ST), to Sir Robin Butler and to Mr Falrelough.
"




11 Charles [T Serect
St James’s Squace
London swiy A6
O30 H200

H L Wicks Esg '
10 Downing Street
Lendon SW1A 2AA 22 June 1988
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Egsolving Scotland's Enerdgy Dilemma

Thank you for your 13 'J'un.e letter.

You and Michael Spicer are both making similar points concerning
my original paper. You are saying that the case is interesting
and well argued but that the main decisions fall primarily to
British Coal and the South of Scotland Electrieity Board.
Accordingly you suggest that I put my ideas directly to them to
see if they view them with favour. I am, with the help of Sir
Alistair Frame, RTZ's Chairman, doing this but it is difficult
for an outsider to successfully persuade two nationalised
corparations and four Government Departments without some halp.

Rather than write you a separate letter on all this I am
enclosing a copy of my letter cof today's date to Michael Spicer
which covers nearly all of the points in your letter. The only
point not covered concerns the realism of my estimates for coal
and electricity supply and demand. While no outsider can be
fully sure of the detailed facts, nevertheless, having carefully
checked the facts with informed experts, I am guite happy that
they are sufficiently correct te support the careful arguments
which are built upon them. The arguments will continue to be
valid even if the underlying facts were rather different.

g8ir Alistair and T will do our best with the SS3EB and perhaps
British Coal but we do hope the Government will take more
interest in the matter. Given the serlous conssguences Lo
scotland from not resolving the coal and electricity dispute, I
do hope the arguments put forward in my paper will receive
further conzideration.

With kind regards

Yours sinceraly




M Spicer Esg MP
Parliamentary Under Secretary of State
Department of Energy
Thames House South
Millbank
London SW1P 400
22 Juna 1988

Dear Michael

Resolving Scotland's Energy Dilemma

Thank you for your letter of 1 June. I apelogise for not
replying sconer but I have been out of the office a great deal
of the time and I wanted to reflect on what you wrote.

I quite understand that what I have proposed in my Scottish
paper regquires the suppert inter alia of both British Coal and
the SSEB. The reason I sent the paper first to Nigel Wicks in
Downing Street and subseguently to you and later Cecil Parkinson
{NHigel Wicks has sent a copy to Malcolm Rifkind), was because
the scluticns that I propose requires the full co-operation of
your Department, the Scottish oOffice, the Treasury and the
Department of the Enviromment. When cne has proposals to make
touching six or more Government and public sector parties, it is
difficult to know where to bagin, hence my starting off with
Higel Wicks.

The SSEB is only justified in making a substantial contribution
to the redundancy of atfected underground miners in Scotland if
the Covernment (presumably advised 1n particular by the
Department of the Envirorment and your Department) were =
ensure accelerated planning permissien for both extra opencast
coal mining in Scotland, and the upgrading of the transmission
links to England and Wales. Without such Government support
SSER and British Coal cannot resolve their dilemma.

In early July the three menth truce between BC and SSEB is

over. They must then try and resclve thelr differences as best
they can. I had hoped that my suggestions, if they found favour
in Covernment, could have resolved thelr differences to the
clear advantage of all parties and most particularly to the
advantage of Scotland. Accordingly I hope you will look again
at my paper to see if the Government, i.e. the various major
departments invelved, could reach a common position. If tThey do
not the dispute will centinue to the disadvantage of all




concerned, including the Government. SSEB can probably build a
new coal terminal in Edinburgh within 18 months. Once they have
done this there is no likely future for the Scottish underground
mines. Scotland will then import coal which can be produced
even more cheaply from the Scottish opencast reserves and
British Coal will be left with many thousands of redundant
miners but no contribution from SSEB. This ocutcome is to no
ones advantage, so the alternmative ocught to be worth
investigation.

Sir Alistair Frame and I will, however, follow your suggesticn
of trying to talk directly to some of the other parties. We
expect to see the SSEB Chairman, Donald Miller, on his next
London trip in mid July. I would stresse, however, that with so
many entities involved (four Government Departments and twe
nationalised industries), it is very difficult for cutsiders,
however scound their recommendaticns, to be effective. We have
no direct interests in the ocutcome of the Scottish energy
dilemma, but because we knaw a good deal about the coal and
electricity industries there we thought the Government,
particularly given their difficulties in Scotland, would
appreciate some practicable suggestions.

With kind regards

cc: N Wicks E=sqg







10 DOWNING STREET
LONDON SW1A 2AA
From the Principal Private Secrelary
13 June 1988

}_AL&:'. /‘;L{f[-nﬂ-r

Thank you for your letter of & May enclosing your views
on how Scotland might become a major exporter of power. I am
gorry I have not replied before now.

Your paper raises many interesting and challenging views.
But as Mr Michael Spicer, Parliamentary Under Secretary at the
Department of Energy, B2aid in his letter to you; a key point
is that the issues raised are primarily for the managements of
British Coal and the SSEB. 1In particular, the suggestions
about the future of the Scottish coalfield and the commercial
relations between SSEB and BCC fall largely within the
management responsibilities of those organisations and are not
matters in which the Government would wish to intervens; for
example, decisions about closures - which are central te your
plan - are a matter for British Ceal, and not for the
Government and Ministers.

The SSEB and BCC management may be interested in aspects
of your proposals in their commercial negotiations on future
coal supplies. Indeed; the two industries are best placed to
agsess the consegquences of thelr operaticons and the
practicality of your proposals. You may therefore think that
it would be useful for you to discuss your ideas with the SSEB
and BCC., They will be in a position to confirm whether your
estimates of future supply and demand are realisticy the need
for open cast mining; and the prospects for greater inter-
connector trading. In connection with this last point, you
will no doubt have seen the statement in paragraph 51 of the
White Paper on the Privatisation of the Scottish Electricity
Industry (Cm 327) about the examination of the scope for
strengthening inter=-connector links so that trading can be
maximised to the limits, justified commercially and

econcmically.
i _%
Nt Wi

N. L. WICKS

Allen Sykes, Esg.




DEH'['I:TLL

10 DOWNING STREET

LONDON SWIA TAA

From the Private Secrefary 13 June 1588

De. @apte,

FUSTOHN

The Prime Minister was grateful for your
Secretary of State's minute of 3 June. 5he
agrees reluctantly that 50 mecu seems to be
the highest attainable figure for the "tail"®,
and is therefore content for agreement to
he reached at that level in the research council.
The Prime Minister has also noted that your
Secretary of State will be reporting further
in due course on the position with South Oxfordshir
and on the UK national fusion programme-

I am copying this letter to Private Secretarie
ta members of E(ST), Sir Robin Butler and
John Fairclough (Cabinet Officel.

s

PA

PAUL GRAY

Stephen Haddrill, Esq.,
Department of Bnergy.

CONFIDENTIAL
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CONFIDENTIAL

PRIME MINISTER
FUOSION

Cecil Parkinson's minute of 3 June (Flag A) reports on the

' . s e T 3
latest position on discussions with the Commission and the
Scuth Oxfordshire Districk Council ahout JET. You may like to
refer back to his earlier letter af 310 March (Flag B) and your

summing up of the E{(5T) discussion on 26 January (Flag C).

Bome progress has been made. Prospects for delaving

restoration of the JET sife to 2020 seem reasonahle. And the
el i A

Commission are making soothing noises about a joint programme
for decommissioning and a reduction in the UK's Host Country

| —— e, L T R e, "
Fremium. Buot 1t is too early to judge what these various

R WL, 7 T — _
asgurances will actually be worth.

e ———

But the immediate guestion is what line should be taken at the
next Research Council at the end of June on the aize aof the
"tail' expeﬁﬂiture, and the extension of JET's statutes until
1992 (on which™ the DK currently has a resarva).

At E(ST)'it was agreed that we should aim for a "tail' of 100
LM =

mecu. At the last Ressarch EmunEEi we stuck to our

i bl : ) ;
nagotiating position of 98. -Mro Parkinson now says that he

thinks 50 is the highest obtainable figure. Although he does
e . .l—.'-._ % ; = 3

not say so explicitly iIn g latest minute, I onderstand he

envisages that if agreement on 50 is reached at the next

Council, the UK would them lift its reserve on an extension

until 1992, i

e —
-

I gather that neither the Treasury nor DTI propose to comment

on this, and George Guise also has no comments.
i —— ___._—-— -

p—

Content with acceptance of 50 for the 'tail' and removal of
the UK's reserve of an extension to 19927

—_

poc; oMb U ek e
PAUL GRAY . (e ﬂiﬂ:"m{

9 June 1988

CONFIDENTIAL
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MR MANGER l6

FUSTON

Mr Parkinson reports only limited progressz on the remits he
raceived from E{(S8T) in January. His statement that South
Oxfardshire Diastrict Councilfs Chief Planning Officer foreseesz no
difficulties in delaving restoration of the JET site for 20 years
to 2020 is a welcome development, if it can be relied upon.
However, minimal prograss seems to have been made with the
Commission on our payment of Hogt Country Premium for JET. Their
nffar to coneider this "in the context of the next ravizion of the
Fugsion Programme" presumably ralates to the five years 1992-96,
when we hope to have ceased work on JET. It is not surprising that
the Commission are holding out a prospect of some raduction in the
Premium if they think this will lead us to agree to a substantial
fusion programme for another § years.

2, Some progress will be achieved if the Fusion Programme tail
can be inereased teo 50 mesu, but this is =ztill only half the
objective endorsed by E(ST). Howavaer, we have to recognise that
our negotiating pesitien in Europe is not strong. I beliesve Mr
Parkinson intends to remove our formal veto on the extension of JET
to 1992 if he can get agreement to a tail of 50 mecu; however, his
minute does not state this explicitly.

¥ All in all, we have gained little in exchange for consenting
to axtend JET for 2 years. However, I suspect that Ministers did
not axpect to obtain a materially better cutcome when they
#eluctantly agread at E(ST) that we should not ultimately exerciae
our veta., I doubt if the Prime Minister would wish to tell Mr
Parkinson that he must renegotiate the deal with the Commission
before pur formal veto is lifted; no advice to No 10 therefore
gaemS necassSary.

o Wi
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ME WICES 7 June 19B8

SCOTTISH COAL INDUSTRY
ALAN SYKES' PAPER

Sykes' paper imaginatively gives a solution to the current
dispute between BC and SS5EB.

He suggests that SSEB pay 'ex gratia' payments to BC to
enable them to make redundancy paymants and to close the
inefficiant mines leaving the opencasts to operate cheaply
and efficiently.

The cheap opencast coal would be used to fuel the exceass
capacity power stations in Scotland, thereby enabling them

to export power to England.

The interconnnectors bstween Scotland and England together

with thea transmission links would nesd to be strengthenead.

The overall aim is to make Scotland a third force
in electricity generation in the UK.

The Department of Energy's reply is dismissive mainly
becausa they have mors facts at their disposal. The tone of
their reply plus the draft reply from you to Sykes suggests
that their reaction wae one of non-acceptance of any
suggestions made by outside persons who might directly ox
indirectly have a vested interest.

[ balieve they have missed or glossed over the value of the
main thrust of the paper - creating a third generator of
importance in the UK.

Talking to the Scottish Office, I find the 50/D/En/SSEB are

having discussions regarding the economics of upgrading the
Grid.




This will not be in the CEGB's interest because it would

introduce a sizable non-fossil fuel competitor.

This will probably not be in the Area Boards interest as
their plans will be focussing more on building their own
power stations.

This may not be in D/Energy's interest as it might be an
admission that they wished they had broken the CEGE into

more than two units.

Within a few weeks the 80 should be able to put forward a
case for economically upgrading the Grid - to what level I
don't yet know. They will wish to bid for monies in this
current public expenditure review.

My gut feeling at the moment is that I will be actively
encouraging "economic' grid enhancement and even possibly
condoning ‘uneconomic' over-enhancement. There is a window
of opportunity here that we may choose not to miss. I
believe the threat of a true third force in generation,
close to cheap [in the future) coal, hydo-electricity and
North Sea gas may well be what is needed to truly stimulate
gompetition in the south.

I balieve that your eventual reply to Sykes should be less
dismissive than that drafted by D/Energy. It should
confirm that the Government is rightly considering that the
dispute between BC and SSEB is left to those two companies.
It should also, however, indicate that the suggestion of

uprating the Grid is a good one and is indeed being looked

into by the Scottish Office and the Department of Energy.
(The fact that the Scottish Qffice and the Department of
Energy are locking into this matter is in the public domain
as it is referred to in the Scottish White Paper on
privatisation of elactricity).




I will keep in close touch with the Scottish OEfice and keep

you appraised.

GREG BOURHE
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Mr P Smith

Ps/Chancel 1o of the Duchy of Lancastor
Department of Trade and Industry

1 Victoria Street

Lewydem Sl

FUSTON Wi 2o 'I'

¥ou asked for advice on the Secretary of State for Energy's mirute of 3-Tine to
tha Prime Mindster.

It was always recognised that the set of abjectives agreed by E(ST) on 26
was forcibly brought home to us at the
did not have much leversge which it could

Jariary anocunted to a tall order. As
Fesearch Councdl on 11 April, [ #1:4
bring to bear. The Department of Energy has stayed in close touch with us over
the conduct of the negotiations since then. The package of conclusions which Mr
Paridneon ocutlines seems to us in all the circunstances to be reascnable.

The only ore of these which will be for decision at the Ressarch Council on 29
Jurne is the size of the "tail". The figure of 50 mecu agreed between Mr
Parkinson and Rieserhuber is a reasonable achievement against the 20 mecu
crigirally proposed and the sharp sethack to 35 meca from the 48 mecu which wes
avallable at the start of the last Research Council. We have made it aburdantly
clear to the Germens that we do not feel ready to go below that figure of 50
macl now. It is therefore up to the Germen Presidency to bring the Conni=sion
and other Member States along with this figure. They should be able to do this.
There was some gnumbling from the French at the end of last week and a
preference from them for 48 mecu but I doubt that they will press to extremes
such a minor discrepancy. 1 therefore hope for a stralightforward discussion of
this issue at this month's Fesearch Council.

Tha abowa, which I have discussed with John Faircloogh, is directed solely to
the intermationel aspects of fusion. We shall be locking forward with
cxsiderable interest to the Department of Energy's promised further report on
the mational fusion programne.

view of your discussions with Paul Gray at No. 10 I am ocopwing this letter
him as well as to the Frivate Secretary to Lord Young, the Private Secretary
Mr John Butcher, the Private Secretary to Sir B Hayes, Mr Muoray and Dr

R E ESCRITT




CONFIDENTIAL

Prime Minlster

FUSION

_Jl,.l "
.l-_lr
In my minute to you DE;&ﬁfﬁa:ch. I reported on progress gilnce our

discussion of fusion in E(S5T) on 26 January. In brief, the
Commission have recognised the case for Community support in due
course for some kind of joint programme in relation to the first
steps of JET decommissioning. They are alsc prepared to consider
a2 reduction in the UK's Host Country Premium in the context of
the next revision of the Fusion Programme, which will get under
way next year. While we shall not be able to judge the specific
value of these assurances for some time, I think it is useful to
have obtained them. The Commission undoubtedly see such
assistance as part of a continuing UK involvement in the
Community fusion programme. For our part, we have made 1t clear
that there can be no automatic development of the programme, and
that careful assessment of prospects for success is an essential
pre—requisite for the loading of tritium inte JET. As I
mentioned in my earlier minute, the Commission have agreed to
join wes in inviting the JET Council te formulate clear technical
milestones by which progress on JET can be judged. 1 have also
registered with Commissioner Warjes, with whom I held discussions
last week, our interest in the composition of a Panel of
distinugished international experts which will be appointed,
probably next year, to carry out a peer review of the fusion
programme.

You will recall that a key factor in reducing the costs of
decommissioning JET will be consent by South Oxfordshire District
Council to extend the reguirement for restoration to greenfield
conditions from 2000 to 2020. I myself recently met the Chief
Planning Officer during a viait to Culham. He foresaw no
difficulties in obtaining an extension, but emphasised that there
would have to be a formal planning application. The UKAEA are
currently preparing this.

CONFIDERTIAL




CONFIDENTIAL

I have concluded in the light of my exchange with Narjes that we
have now taken the Commission as far as we can in the directions
indicated by E(ST). There remains the guestion of the “tail”.

It was clear from the last Research Council that we were
completely isclated in our wish to achieve a tail of %8 mecu.
Indeed, the German Presidency withdrew its earlier proposal of 48
mecy (which, i1t seems, had not been authorised by Bonn) and
tabled one of 35 mecu which all except ocurselves were prepared to
accept - the Commission wanted 20 mecu. I have pressed on Harjes
the need to move towards our position. I have alao discussed the
matter with my German colleagues. In the light of those
exchanges, and of indications of other member state positions, I
am clear that 50 mecu is the highest attainable figure. I have
apoken to Riesenhuber the German President of the Reseacch
Council and he is ready to promote agreement at that lewvel.

propose that we accept the f[igure.

We shall continue to press the Commission to develop ways and
means of providing tangible assistance from the Community on
decommissioning costs; and will now take steps to firm up the
agreement on JET milestones. I will report further in due course
on the position with South Oxfordshire. I also propoese bo reporct
back to E(ST) at the end of the month on the UK national fusion

pPLOgramme .

I am sending copies of this minute to EKenneth Clacke, the other
memnbecas of E(3T), to S8ir Bobin Butler and ko Mt Fairclough.

=

Secretary of State for Energy

(Approved by khe Becretary of
State and Signed in his absence)

% June 1988
COHNFIDENTIAL







Prime Minister
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At our meseting on ?H April, we had a prelimlﬁa??"aTEEﬂﬁﬂiﬂn of
&

. the way forward on th-E fast reactor. /I{? -
- % '_.- 2 s
= f{g Hﬁdujg}‘ N A L I | “JﬁL- i

As you will sae, I do not believe that the AEA's proposals can be

supported, though I consider that we should maintain a modest R&D
ol et : -

programme of about €10 million to retain a position in the
o

p——

technology, seeking as large a contribution as possible from the
eTectricity supply industry and QEEE, In energy policy terms we
area not getting wvalue Eﬂr mﬂﬁay from the DnE;;E;y plants and; if
tHe Aecistomr ware B0 be taken-on these grounds alcne, I would

recommend closure. I racognise, however, the devastating effect

this would have on Caithness and I have therefore put forward

options for phasing the closure. The choice we face is, I think,
assantially "a political ona.

=
DD S B £l e e A S

% June 1988
{Approved by the Secretary of State
and signed in his absence)




REACTOR PROGRAMME

ant last reviewed this programme in 1983,
concluded th i@ it would be of major strategic
gignificance £ s 1 the ardering of a
commercial series coffesctors wWas ' ikely before the
sarlier part of tie next cantury. AR decided =o
continue with aubstantial developmant sgramma, bBazad on
international c@illaboration, and NMigel Las
announcement tofthis effact. Events sinc
gummarized in Arnf 4 t the =trategic
case for the fast ¥ - y 189BT7 /BB wa=

e is the

Bome EJ.S5BRA In surrent pricas

——
large sum= have been spent by other countr:es

cons.der whether we can, at economie cost, retaln

reactor technology for the UK.

3 In recent vears the case for continuing with

gignificant UK effort has become much weaker.

= _\_‘—\—

=

SECRET - NO COPIES TO BE TAKEN
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ee commercial deployment of fast reactors for another 25-30

——

= :, or even longer. Low uranium prices make it vaery
___Eul‘ for them to overcome their inherent capltal cast

ambage in relation to the PWE, and utilities 45 nat

or them for some decades,

4. t the Government's electricity privatisation
proposala h affected the substance of the caze for
and against cdntj i : ' &, they have brought the
issue into sharper gfcus. Lord MarShall has told the UKAEA

that the CEGB w pnuary 19890 its

el e

contribution (g the preogramme.
The prospects B 1 g eventual
privatized ind i ig level are very

poor. HMG i= tH i finance most of

Views of the UEAEA

s I have discussed the position th with the

Chairman of the UKAEA. who has made propos e Annex II)

for continued inveatmnnt '\rliu:t reactor R&D &;DUS and

in the Ecnatructlmr of a Eurupian Fazt Reactor (EFR) _from

1895. These would volve a leading rnla for Gov

——

and major public expan urf-__j_igiihar ET700-900m

R&D nlune In addlt-an, aome EBOOm would hl?e ta be

invested by UK concerna in EFR. Evan then, his strntagy¢r

SECRET - NO COPIES TO BE TAKEN
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COPY MO
aild involve shedding 1.000 jobs by 1992 {500 at Dounreay)
¥ the present 4.000 working in the AER as a whole on Eha
#:.._,_.F e
t¥%reactar. The financial and employment implications are

sat o in Annex III1, Option 1.

e ——

B AER wizh to keep going because of the

prnqramm%ut;ag;c importance, and in order tao preserve
the option ﬁti;h industry getting a good share of any
eventual comm programm Their proposals are, in my

view, unrealistic. ; claayr that the

aconomies assum jonali=zation can be

achieved. Though some progress has bee ada, the French

and Germans ha atill not agreed for instance in which of

their countrie® the next demonstration r@actor should be

UK manufacturing
industry are veryWhimited. British j@Hustry is likely to b
much more interested L Fr - ol mme than in a share of
perhaps two fast reactors over the 30-40 years.
Indeed, the length and uncertainty o imescale for

development accounts for the reluctanc e electricity

i L :
industry, and of munufncturin? ngu::rr. a any large

continuing contribution to research. ~In no )ﬂ.m they
m

-,

sae it as being "near market". They, ugh BHF

to spend relatively small sums to maintain a wat bBraiakf,;
ar perhaps to participate in international work in mited

ay decide
way, but this is not likely to amount to more than 5.@

SECRET - NO COPIES TO BE TAKEN cHO
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ﬁvillian figures: by comparison, the REA's proposal involves

UK investing =s=ome ES00m in EFE.

Az 8 variant on their proposal, AREA have supplied

figu a lower-cost option, whick would involwve

restri investmaent in EFE to ES500m: the RED programme

would how upaffected. This i= ocpen To the =zame basic

ﬂh:l gctions. ‘&
I have d4i

B

figsed the posdtlili of a contribution

from BHFL, who we d like the fast reatigor to continue, as=s

recyvcling of pl@tonium in tE: fast react conatitutes the
main rationaleffor reprocessing . [By t© yaar 2000, we
shall have enodgh plutonium for the initjll fuelling and

e e —

sustaining of abBut 5 commercial-scale FA=st reactors.

Thereafter there wWiil inevitably be arowing stockpile of

plutonium for which th L 4 egquirement.) BHFL

say it could also affect prospects rther THORP

business if the Japanese thought that mmitment to

[ e —

nuclear was weakening. On the other ha ¥y cannot

guantify thig claim, and in the light of o Lratisation
proposals, the Government's commitment to n ﬁ
gcarcely be in doubt. In any avent., BHFL do n sEen

prapared to commit more to the fast reactor progr @than

the E2Z2m or so which they are currently spend ng.
-‘_'____\-‘L O
—_— - 2
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% trj
p The AER proposmals cannot be sustained in energy

oticy terms. They are designed to maintain a leading
on in a technology which iz not going to be needed for

ducr@, The future electricity industry can be expected to

COPY NO

Wish .(gen.r_'e the technology, az and when it needs 1t.
Thay o do not intend to lock up rescurces of their own
on A lurp , again=at that day. The same, a forticri,
15 true Dfﬁ facturing industry. In these
circumstances %it difficylt to see what we would get for
the further expendi 2 Wwhich AEA noge . Undoubtedly.,
there would be R& gains, but in the alBence of any obvious

UK beneficiary her than the AEA itselfB® we would not be

getting valus

0. Given the wes : rgy policy case I
have considered the implications :rt‘@ g down Dounreay
forthwith, and all other fast reactor pxcapt for a

programme of abocut E10m to maintain a p

E in the
-
technology and keep abreast of developmentsl i3 course

T —

Wwould leave the option of licen=zing the tech 1?'_11 dus

course, probably from Japan or France. DecommiBsioning and

e

redundancy costs would initially be high under th ion,
i
)

SECRET - NO COPIES TO BE TAKEN M0

but would tall thereafter. The Einancial and emplay

implications of this are set out at Option 2 of Annex
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phased approach

Tt I am naturally in no doubt of the extremely
saric aquences for the Caithnezss economy of closing
Dounrea I%have therefore considered the cost and

implicatic a phased withdrawal from fast reactor

activity on &tu. Two broad possibilities are:

-f;:iqning: the main RAED pr@gramme would be

under option 2 , by a E¥lm "informed

fad} FFE would e . eprocesslng on

1.4.92; a E10m programme as be

These are Options 3 and 4 of Annex III.

Cloasure of the Dounreay plants Hil‘nf ursa

Theése will have

1'1

-

involve significant decommissiconing costs.

B el
to be borne sometime: FFR i= expected., in any caa@ reaach

the end of i1ts useful life in about ancther 10 Yiﬂr@ﬂﬂe

costs will be heaviezt in the esarly year=s under Option

which Lnvoive=s the early closure of all the Dounreay Pll¢

SECRET - NO COPIES TO BE TAKEN CHO




{S{:r-m SECRET - NO COPIES TO BE TAKEN

Q)

Ed they will also be significant in Option 4 whicsh invclves
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early closure of PFR. These opticons incur the heaviest
untancy costs - decommissicning provides far fewer jobs.

ﬂptw postpones decommissicning costs, and radundancies.

Inde

praferre @sgy. There Would howaver be =avarse empl oviment

Ftha years immediately ahead it i=, in terms of
empley %ﬂunrtﬂ?, not much differant from REA"S

Cconsequence ?h:r AER sites, with Risley (Warrington]

being the har s B
directly, with prob

the Authority's

a severe challe

of closure at

consultation with

deal wWwith mite cleara

The Eurcpean Collaboraticn

p ik it ! have also considered the effectipi uction on

our collaborative partners, by whom it will bé#3een as a

i

serious setback. BAfter 2-3 years of uncertainty @
-am:n,,-'].ti the recent utilitiss (EFRUG) initiative refa &D in

Annex I has shown a way forward. There has been

considerable progress in putting together over 80 ¢
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collabkorative R8D packages. For the FRE authcorities, the

= raactoer i= in the Eront line of the nuclear debate:

c

de not want to give the wictory to the-ﬁ;éana. or to

s |

-nuclear SPD. They are currently striving to keap
rototype Halkar reactor which the Land Government
o license. The French would Zee withdrawal as
prejudic h to the collaboration and the general

nuclear cli on which, with their large nuclear

depandence,

digscuz= the
implications of our decisions with the FEench and German
authorities, [8r whom the presentation of our position will
be important. t may prove possible, onfthe bazsis of a
continuing progeemma, even though massiely reduced, o
avoid formal with@gawal (of which, tgfhnically, we need to

give a year's notice). - 13 to enter discussions

e

with our partners before any annou &tl cf our decisions.

The EDRP Inquiry %

15 . The Secretary of State for Bcotla nofs has before

him the Report on the AEA's and BNFL's application for
outline planning consent for a Eurcpean Demonstragl

Feprocessing Plant at Dounreay. While it now seem iy

Y
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¢B important,; not least because of its conjuncture With the

ant review.

has weaken ther =ince tEBE. Lord Marshall, a s=trong

supporter of st reactor, does not see series ordering

before 2040. i e - progepect of benefit from

=

Current

levels of u-.x.pund' re on the [ast react@y cannot be
justified on endrgy policy grounds. We pect to be able to
license the tecHnology as and when it is Aeeded. Eadical
reduction invol®ing closure of Dounreay v ld however have
gserious implicatfen= for Caithness, for e RAEA, and for our

position ln the Eufgpean Collaboratig A phased approach

te closure would help = gquences and a

residual R & D programmea of E10m H;& ow us to retain a

modeat pomition in -L‘_hu_ tmzhn.-nlna'_-,r in & @ have invested
C)

la to zecure

=0 heavily over the years. It may prove
a contribution from the electricity boards FL towards

this residual programme, following tha CEGB' 'HitA!'aHal in
he

1990. Expenditure at this level might provide basis fer

lim:ited continuing asscciation with the fast reuct@
-‘E‘;\Dur
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A5 I have said in paragraph 9 abowve, the REA ' =3

snls cannot be sustained in energy policy terms and

! should not tha:efﬂre be con=idered further. I

shoueld retain a modest B & D programme of up to

£10 . to retain a position in the technology,

und SEE arge a contribution as possible from the

elactrici d=s and BHFL This is common to the
remaining O iz . The choice betwesn these opticns

is asannt;ully i hich we should discuss.
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THE- 1 INISTEREIAL REVIEW AND DEVELOPMENTSE 2INCE THEN

bagsed lar the Atomie Energy Buthority's [RAER) site at

H;nlsteﬁvlawad policy on the fazt reactar in 18832. It
Haz deci Qt 4 subztantial UK development programme,

= ootinue: but, in ths light of the ioager
timescales av bafore fast reactors would be nesedsd,

Counreay,

the Sovernment to wxplore the potenkial for
gollabaration Wi

2, Following tha rsg : ints the
European Collaborgfion with the signaturd inter-
Governmental Memgfandum of Understanding o} in Japuary
1384 by the UK, dnce, Cermany, Italy and@Pelgium. In 1385
the AEA and Britl#ish Nuclear Fuels (BNFL) agplied for cutline
planning permission for a Eurcpean Demonst@ation
Feprocessing Pladk (EDRF) for processing §fst reactor fuel
at Dounreay. The gquiry Reporter's recog

submittad to the Se piiScotland bafora
Easter.

3. Total expenditure on the program been cut by some
40% in real terms since 1981, The CEG &a joint funders
of the programme in April 1987, contri ome 303 Tto the
programme’'s net costs. As a result of th earlier
reductions, the Government's own contribut & fallan by
nearly 50% in real term= since 1981. It now at E75
million per annum. The CEGB has recently inf he AER

that it wishes to phase ocut its contributicn
1930.
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QA 1582 policy review concludaed

d be of major strategic significance for DK and the
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uture energy supplies and the UK Was among the
% in its development. The atrategic casm rests

ability, using fast reactora, to produce

aj with ourse to imported ore or fossil fusl and
|

at a EDHA’N h h more than present EBest

geanaratling

b

Fast reactors ext@fact 50 times more aner from uranium than
can thermal reaglfors. To do thiz, thay ne®l reproces=ing
plants to extragt the plutonium which is Bed in the core.
Reprocessing izsf@herefore an integral part@of the fast
reactolr System.

3. Behind thea =t egic case 1s the fact¥fthat the UK has
large stocka of deflse 1 ermal reactors -
enough, L1f used in fa gactors, produce 500 vears of
electricity at current ra =5, F.{¥ ion. These stocks,

together with an initial charge of cpgun [of which we
currently have enough stocks for thraﬁnrciul-alze fast
reactors and this stockpile is being a at a rate of

1.5 - 2 tonnea p.a.), mean that a progr fast reactars
could be implemented without the need to i more

uranium. @

6. On the ba=mis of present designs, the specific ital
cost (E per KW of output) of a famst reactor would be some

30% higher than that of FWRs. Unless these capital can
be brought down significantly, the economic case f

reactors rests con the running costs being lower. Thi@
turn depends on the price of uranium rieing significa O

)
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elopments singa 1934

21l Fusl Brices

leok for oil ;and gas prices has changed singe the
last review. The high oil price betwesn 1379 and
ed sxploration and new discoveries were made,
matad that the werld haz enough to last
another 4 at current rate=s of consumption. In 1882,
the eatimat ass than 30 years. World oil re=serves ars
als=o mare wi . Forescast prices for oil and gas,

and coal, are re lowe
(i1} Uranium and the@®utlook for nuc

8. Lowar foszil el prices, together with other factors
such as the effeft of the Cherncbyl acciddit and the
lowering of the @orecasts for the demand of electricity,
have led to a = i Felopment of
nuclear power. ium have
tharefore fallenWWince 19BZ. On the =supp zide, neaw
depasits have beeri for example, cCanada. At
current rates of cof i Laenough uranium to
fuel thermal reactors, ] j for at lesast (00

YEATS .
(iiil] Fast BReactor Co=t Reduction

sincea 1982 has led to significant reductio he costs of
the fast reactor syastem. The moat recent = the UK

industry estimated that the fast reactor's ge atYng cosl
(pence per KWh) would be 1.2 times higher than I a

PWE .

%. The deaign and devalopment work that lo n undertaken
-
t

%
£
1N
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uropean Collaboration

whicn has the technological lead, brought the
commercial-scale fast reactor, Supsrpheniyx; to
the end of 1988 but has since hit a savara

provlen with a leak of =zodiusm from the fuel

&l. The reactor iz not expected to restart until

t the earlieskt. The French electricity utilicwy
lane for a second staticn by § years. The

French de nt programme haz been reduced although it

remalns muc I than the TH's.

1. Germany ha bee! unable to commission its 300 MW
prototype fast r k ! 975, because the local
licensing authority g controlled by ti-nuclear Social
Democrate. A decis@n ia not expected uNfil after the local
elections in 19899 Nuclear power in Germ#fy ha=z taken a

zevere knock bec@luse of the Transnuklear fffair.

12. In Italy, the referendum of laat Autum@ forbade the
electricity utilty, ENEL, from participatifng in nuclear
projects oversea®y (as it had done in Supeg@phenix). This
makes it difficul®@for Italy to take an #fuity =stake in =
European demonstrat@@n reactor.

(v} The EFRUG Initiative

13. Due to disagreement between the Fr Germana about
the siting of the first of the three dem ion reactors
envisaged at the time of the MolU, tha Euro allaboration
reached an impasse. In attempt to take thin ard, the

European Fast Reactor Utilities Group (EFRUG ich CEGB
iz a member) has initiated work on a common Euro modal -
EFR, the European Fast HReactor. This will involve the dasign

companies and the R&D organisations in a five to si
programme of work to produce a design acceptable to

r
utilitie=z. This will take into account and develop th@t
features of current designas (CDFR in the UK, SPX 2 in @

and SMR 2 in Cermany). Q
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naticnal design and RE&D organisations will hOeed
Lizh formal liaks 1f the ocpportunities offered by
rative working are to be taken. Agreemants coveri:
arrapngemsants and the tranafer of intellectual
have been negotiated and are nearly ready for

Baeth the AEAR and the Matiopal Nucleay Corporaticn
&qr Governmental approval for them to sign.
Eur Demcnstration Reprocesaing Plant [(EDEP|

Applicati ?
|5. The REA L'as joint application for cutline

planning permifsicn®for EDRP at Dounreay was made to enable
tha UK ta bid, wi i for the
reprocessing plant tj would be ne sary 1f the three
demonstration reac g ware to be builty This is now most
unlikely to happefff in the timescale envifaged at the time of
the application.

fwii) Other cou

16. Japan, the USR and tha US continue t@ fund large fazt
reactor programme Japan in particular @8 spending about
four times as much the UK at prese It ig building a
prototype reactor wh bgfcmmissioned in 1952
and plans to build a com ale ctor thersafter.
Ite long-term aim ims to introduce £ ctors commercially
by about 2020 - 2030.

Department of Energy
Junae 1388
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@ FPROPOSALS FOR TAKING FORWARD FAST REACTOR DEVELOPMENT
IN S PEEE

lieves that electricity utilities will reguire
- . st reactorz to be availakle by 2020, and
possibly ﬁa_t earlier as an option to replace the
current semme nuclear power staticns. | Some PWER
stations in #ill ba 30 vears old by 2010, as will
some of our A e

g take 10 vears to design,

obtain planning cons and then bui a largs station, the
decision to order § first of a commerdial series of
gstations would ha to be taken arocund Z080. Allowing 5
yvears to assimil@fe the lessona of a DCemongtration Staticn
would regquire sufh a station te be commissfoned in 2005 and
ordered, therefcle, in 1995. This is close to the currently
envisaged times e for the EFREUG initiatige and the EFE.

The UHAEA recd ises that much remail to be done within
the Eurcpean Collab@Sgation to achieve ge moat efficient use
of resource=zs and the imination o fplication in both the

design and the R&D organi'Sd Thi as not been
achieved to date bacause of the IMK@ clear lead from
the utilities, rivalries amongat the 1&.\%11 parties and
an unwillingness on the part of the RS milltlﬂnl to

L

compromise their bargaining positions in sance of firm
agreaments about the division of work.

4. The UKAEA proposal iz aimed at: &

¥ securing a commitment that EFRE will built in
the timescale that the Authority thinks is re ;

ii. achiesving a fully-integrated Europesan prog
with a unified management system for both the

EF O
project and the supporting RED. :

SECRET - NO COPIES TO BE TAKEN Mo




~

S SECRET - NO COPIES TO BE TAKEN oMo

d;}\ & . L

murcpean Fast Reactor (EFR)

AE ig eatimated to cost about E2.5 billion. £ mhe UK
w > kbake a one-third stake [ as would be envizaged i1f
EgQuity ongzst the main RED partners were to be maintaipwed]
id have to gontribute-about EB00 milllon.. The
UHEAER that thiz would be found largely by industry
[there i e a return in the form of electricity
gapnaratady, E beliavezs there iz a case for the first of a
kind costs , egtimated at 20%, being met by
Governmankts grounds that thi= would be the final

eatablishment ateatrategic option.
& If, despite é ced re UK industry was

unwilling to provic 800 million, pprer figure of ES00
million would giv he U¥ a one-third sRare of the Huclear
Bteam Supply Syafem [NSE5) of EFR and maftain the UK's
poaition in fasti®reactor technology, with@ull sharing of
design and E&D ghformation across the Coll@boraticon. R
figure lower th&h this might also be negotfated, but would
adversely affectiithe UKAEA'a and HNMC'as ability tc cbtain
knowledge and exfertise from the other mafor countries in

the CollaborationMand the prospescts fopVUOR industry.

The European R&D Prog

S The UHAEA snvizace the HAED prog f the members of
the Collaboration being rational i=med it total size
reduced to the extent that the annual sxpenditure
would fall from about E300 milliom at pr o E150
million by 1995 and E100million by 2000. penditure
figures are in 198B/9 pricea.) The UK's sh this would
ba abeout EE0 milliom p.a. in 1995 and E30 milgion 2000.

This would however depend upon a full rationali L3,
including the closure of all but cne of the prﬂtnt?pr

reackors - PFR, Phenix and the completed but not vy

cperaticnal SHE-300.
B. The total comt of the UK RAD programme to 2005 is
eatimated by the UEAEA on thias basis to be ET00 million

E900 million if all three prototypss kesp operating but t@
programme is otherwise raticnalised. These costs do not

include any further work on fuel reprocessing (the FFR fuel <
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ing piant being assumed to cloze in
tha costs of ruafning Superpheanix.

to ressin wWwith it= opner=z (French, German
1

ubilities) .

Ft-nd@:a UK B&D Programme

0% B argues that, since the R&D spend will be
directe g needs of the EFE project, the industrial
companies e E5] should take on an increasing share of
the programfe 19590 onwards. (This would have to ba
negotiated b KAER or Government but the agreed amounts
would have to a d to the costs for induatry of

inyvesting in EFER

0. The Departmen as assumed, for the purposes of
eztimating the efffects on public expendifure ln Annex III,
Opticn 1, that i@dustry will steadily tak@ over the RED
funding leaving Eome E10 million p.a. comissg from

Zovernment, sess@ntially for safety work,

Department of Ene
Juna 1988
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AMMEX TIII

FINANCIAL AND FLOYMENT IMPLICATIONE OF OPTIONS

/B9  B9/90 50971 91,92 92/93 93/94 sSubsequent trends

Departmant of Endh pendLture

Cption ‘ Slowly falling

Option ' 5 Falling at fir=st
then stable

OCption Slowly falling

Option Slowly falling

Employment at Dounreay

Option 1 2000 5 e00 Steady for
Several years

Option 2 2000 500& 500 Slowly falling
Cption 3 2000 1750 1& 00 Steadily
falling

Option 4 2000 132040 1000 04 Steadily
&‘!ullinq

Ooption 1 2000 1900 1900 1800 1600 1400 Steadily
fa

Employment alsewhere in the AER

Options 2 - 4(*®) 2000 400 400 400 400 400 Sta

(*}) Hote: The precise phasing of the run-down will need to b

O
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UEREA proposal. Continuing full RAD programme,. Hikh
industry contributions. Mo raticnalisation of Burop-
gan prototypes.

unreay plants close 1.4.89; main BAD programme replaced
10m p.a."informed customer" programme.

ntinues till present fuel stocks uased ap (1393/4);
ging continues for a further 3 wvears.
programme replaced by E10m p.a."inforwed cuscomer”

-4.89: reprocessing continues till 1.4.92.Main
ra : Etlm p.a. "informed customsr"

Programm

Rll anumbers are approxim

Expenditure i3 in money Bf the day: assumiug 4% a. inflation.

For Option 1, expenditu figures assume E£11m contBibution from CECE in
1989/90 and E10m per anr@m from UK industry from '891/92 onwards.

Options 2 - 4 will involfge conaiderable restructuging for the RAEA.
affecting other =ites and programmes. The AEA hagk not hitherto been able
to provide a full analysifof the effects. The gpenditure figures above
40 not include the co=t imflications of this regfructuring.

Uepartment of Energy
June 1988
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SECRETARY OF STATE FOR ENERGY

THAMES HOUSE S0UTH
MILLBANK LOMDON SWIF 404

0L 211 Bd402

Higel Wicks Esg CBE

Principal Private Secretary

10 Downing Streat

LONDON

SW1A 2AA Z June 1988

Do Migd,

1 enclose a paper and covering letter from my Secretary of State to
the Prime Minizster on the Fast Reactor.

It was agreed at the earlier meeting that if the Prime Minister was
content with the paper it would be circulated to the Chancellor and
Malcolm Rifkind pricr toc a meeting with the Prime Minister. Such a
meeting will not, of course be possible until after 15 June when Mr
Parkineon returns from his visit to the Far East. 1In view of the
gsensitivity of the subject we would not circulate the paper far in
advance of the meeting and it would be for the eyes of Ministers
only. The Secretary of State would be grateful if you would also
not copy the attached note.

] =~ M_Vf;{.l

STUART BRAND
Private Secretary”

SECRET







SECRETARY OF STATE FOR ENERGY
THAMES HOUSE SOUTH
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Principal Private Secretary ﬂ-& w 7
10 Downing Street {i :
LONDON
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PAPER BY ALLEN SYEES - SCOTTISH COAL IHDHETRIT&

I b e A

Thank wyou for your letter of 13 May.

Dfficials here have looked very carefully at Mr Sykes' paper and have
prepared the attached briefing note in discussion with the Scottish
Office,

In short, while we agree that further closures in the Scottish deep
mine sector are likely, if not inevitable, his assessment of the
likely market for coal in Scotland and in particular power station
demand/supply appears over optimistie. This, in turn; seems likely
to negate the central argument of his paper for a significant
increase in Scottish opencast output to offset the loss of deepmined
putput which he considers aneconomic.

There are a number of other factors which he does not fully take into
account. In particular, sour gas from the Miller field iz likely to
be burnt at Peterhead Power Station. Thizs would feed the Scottish
grid with the eguivalent of some 4 million tonnes of coal per year
and effectively eliminate Scottish power station coal demand, except
for plant cutages and sales through the inktecconnector. To be falr
to Mr Sykes, this has so far received little publicity and its
implicatione are not widely understood. HNevertheleas it means that
be has substantially over-estimated likely ccoal demand and the need
for additional opencask resources. One Ffurther conseguence is that
his idea of an ex gratia payment to miners, funded by SSEB, to
compensate for deep mine redundancies is unlikely to prove feasiblae:
the BEER are unlikely to be interested since they have good
alternative fuels Eo home=produced coal. We also wvery much doubk
that such a scheme could be introduced without creating a precedent.

There are a number of other significant wvariables likely to affect
Scoktish electricity demand/supply, in particular the rake of
commissioning and decommissioning of nuclear stations. This is
reflected in SSEB's desire to conclude short term coal supplies
contracts rather than the longer term contracts Mr Sykes suggests.

Moreover, we do not agree that all the deep mines will necessacily
prove unprofitable. The Castlebridge part of the Longannet Complex
Bhould be capable of producing coal at £30 per tonne; less if
flexible working is adopted — the workforce have expressed an
interest. At this price it may well be competitive with imporcts in

the mediam term.
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In our view Longannet coal, existing opencast and licensed coal and
imports, which the SSEB have already started, could meet Scottish
coal demand for electricity generation in the early 1990's, which at
around 3.5mt will be conaiderably lower than Mr Sykes estimates. The
substantial expansion Mr Sykes suggests for opencast would therefore
be unnecezszary. We also believe that {f it were linked with the
conplete closure of the deep mines, a substantial expansion would be
difficult to achieve, at least without radical changes in the law.
Logal authorities are the planning bodies responsible for approving
opencast sites and they may well in those clrcumstances be
eympathetic to the deep mines.

Dur most eserious reservation, howewver, is that Mr Eykes argues for
Government to intervene in the current BSER/BCC negotiationz with the
aim of implementing hie schemes. This runs completely counter to the
Government's policy of allowing market forces to operate freely
within the energy industries, and we would advise strongly against
any intervention. The Government would, for instance, have to ingist
that British Coal accept our wiew on the future size and shape of the
Scottish coal industry and the price it should offer the SEEB. Such
behaviour would be inconsistent with Ministers' previous stance and
Btatements, and it could cguse considerable political difficulties iE
Ehe Government were seen to be ineisting on deep mine closures 1n
Sgotland. There is every reason to stick to the line we have taken
g0 fary that these are matters for British Coal or S5EB managements.

For much the same reason we doubt that it would be profitable for
Minietere, especially the Prime Minister, to become involved.

Mr Spicer has already written to Mr Sykes (copy attached), streseing
our wiew that his paper raises mattera which are primarily for the
industries to resolve and suggesting that he pursues any discussione
with them direct. I attach a draft reply which follows the line
taken by Mr SBpicer and bringe out scome of the more practical 1ssues
which the industries will be Besking to address in their
negotiatione.

If Mr Sykes' ideas are raised in the House I would suggest that the
Prime Minister sticks to the line that they are matters for British
Cocal and 55EB management.

I am copving this letter to David Crawley ([Scottish Office),
Jill Butter {Chief Secretary's Office), and Greg Bourne (Mo 10 Poclicy

Onit). "T R J
S TV

ETUART BRAND
Private Secretary
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SECRETARY OF STATE

Allen Sykes Esg

31 Charles Il Street

5t James's Sguare

LONDON

SW1lT 4AG June 1938

Deoe M- Syhee,

RESOLVING SCOTLAND'S ENERGY DILEMMA

Thank you for your letter of 13 May enclosing a copy of your paper
about resolving Scotland's energy dilemma. I found the paper most
interesting and well argued.

As 1 am sure you appreciate, the suggestions you make for the future
of the Scottish coalfield, and particularly those about commercial
relations between the SS5EB and the BCC, largely fall within the
management responsibilities of those organisations and are not
matters in which Government would intervene. Decisions about
closures are, for example, a matter for British Coal.

At this atage it may be more profitable for you to discuss wyour
ideas in detail directly with the SSEB and British Coal rather than
with me, though I do always find our meetinge very stimulating.

1!::.-:‘4 Sin r_r_,-g.i_?

-

Cha. S

EE MICHAEL SPICER

{(Approved by the Minister
and signed in his absence)
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ANALYSIS OF "MAKING SCOTLAND A LOW COST POWER PRODUCER AND A MAJOR
EXPORTER"

Mr Sykes' paper provides a plan for enabling the Ssottish coalfield
«0 provide low-cost coal to the SS5EB [(South of Scobtland Electricity
Board); for dealing with the consegquential deep mine redundancias
and for increasing the possibility for eleetricity export to
England to provide a greater market for coal. We will first
summarise Mr Sykes' arguments and then point out where our views
differ from his.

Summary of Mr Sykag' Arguments

ME Sykes argues that the cost of coal produced at Scottish deep
mines is far too high ever to be attractive to the SSEB, since the
S3EE has the option of importing coal. This has become plain during
the preasent prolenged price nagotiations between the SSEB and the
BCC, of which he gives an account. The desp mines should therefora
be closed and the SSEB should depend exclusively on Scottish
ogencast resourcis, which can produce at import compatitive prices.
More generous redundancy terms than at present (Mr Sykes estimates
£42m) should be paild for hy the SSEB as a gremium or ex gratia
payment for the switeh to opencast. The ascheme should be supported
and administeraed by Government. Tn Mr Sykes' view his scheme would
Sat no precedent for England and Wales.

Mr Sykes sees Scobtish doamastic coal demand as 4.5mt. In additieon
he sees a profitable new market for sxport sales of Scottish
elactricity via an interconnactor system axpanded from 1,400 MW to
4,400 MW. This would increase tha market for opencast coal to
7.5mt. The Government sheould support and expedite British Coal's
planning permission for the additieonal 4.5mtpa of opencast coal,

Enalysis

a) BCC/SSEB negotialions

Mr Sykes account of the SSEB/BCC negotiations i3 broadly correct in
para 2. Those negotiations have not yet reached any conclusion:
there seems Lo be sowe measure of agreement about the price for the
current year but not on the duration of any agreement or the
formula for future prices. The SS5EB want a short agreement with
sharply reducing prices, the BCC want a longer term arrangement
with prices linked to the RPI. The present interim arrangement
expires on 9 July,




b)) Demand for Scottish coal

Mr Sykes is wrong in foreseeing a 4 mtpa home market for Scoktish
Coal; that demand will probably be met within about 3 years by
burning sour gas at Peterhead power station, the cost of which is
likely to be particularly attractive. This would make coal a
marginal fuel used principally in the export market and reduce coal
demand in the 1990s to around 3.5 mt. Because of the strong
possibility of Peterhead gas the SSEB would not want to enter into
a 11U year contract as Mr Sykes suggeats.

¢) The deep mines

We would generally agree with Mr Sykes' view of the Scottish desp
mines with the exception of Longannet. The Castlabridge section of
Longannet has the means to produce coal at an operating cost of
£€1.33 per GJ (or arcund E30 per tonne) following substantial
inveatment (£67m)., This is around the price for imported coal in
the medium to long term according to Mr Sykes. This performance
might well be improved by flexible working. Some 2 mt of deap
mined capacity might therefore be retained; but this is very much a
managaement decision for British Coal. We have had some indications
that they may consider closure If the negotiations with the SSEHB
do not result in agreement. Longannet, the present BOC opancast
production and licensed production, and imports could meet demand
from the SSEB, Northern Ireland Electricity and other Scottish coal
ugers without the need for substantial opencast expansion.

d)Electricity Capacity and the Intercoanector

We would generally disagree with Mr Sykes' view of the Scottish
interconnector. The current firm capacity of the interconnector is
1 GW which is expected to fall to 0.85GW with the commissioning of
Torness; not 1.4 GW as Mr Sykes staktes. We believe that the
gpportunities for economically justified exports are much more
limited than those presented by Mr Sykes. A recent joint discussion
note dy the Department of Energy and IDS esbkimated that excess firm
cagacity for export is expected to be 1.5 GW in the mid1990s,
falling rapidly thereafter, and disappearing by 2005: and concluded
that the optimal size of the interconnector would be 0.85 to 1.4
GW, compared with Mr Sykes ostimate of 4.4 GW.

If sour gas is burnt at Peterhead then the majorilty of genaration
for export will be coal-fired. This could amount to around J-dmtpa
in the mid 1990=s.

Mr Sykes is also optimistic in the assumption he seems to make that
the interconnector could be reinforced by 1990. No increase in
capacity is likely to be possible before 1993.




e)0pencast Coal

Mr Sykes' suggestion for expanding opencast by 4.5 mtpa may well be
otiose becauvse of Peterhead Jgas; but it is unlikely that Scottish
local autherities would agree to such a substantial rise in
production linked to the complete closure of deep mine capacity.
Wor could the Government Step outside its present JUuasi-jadicial
role in the planning appeals system (as Mr Sykes seem to suggest)
without a change in the law.

LlRedundancias

The suggestion that the SSER might make an ex gratia payment tao the
BCC to enable it to buy out existing deep mine jobs is ingenious.
Sut is may well not be attractive to the SSEB because its demand
for coal is likely to be less than Mr Sykes suggests. Nor do we
S8 any reason the Government should become involwved in
administering the money rather bthan the matter being dealt with by
Lhe BCC and S5EB. Furthermore we doubt that the suggestion would
fail to set a precedent for England and wWales.
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