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Work of the NDA and UKAEA 

Introduction 

1. At the start of this Parliament, we decided to initiate a series of short inquiries looking at 
the work of some of the 50 or so Executive Agencies and Non-Departmental Public Bodies 
(‘NDPBs’) associated with the Department of the Trade and Industry, and which fall 
within our scrutiny remit. Obvious candidates for early consideration were the Nuclear 
Decommissioning Authority (‘NDA’) and the United Kingdom Atomic Energy Authority 
(‘UKAEA’), partly because the whole issue of nuclear decommissioning is a focus of 
current discussion owing to the Government’s Energy Review, and partly because our 
predecessors had undertaken detailed inquiries into the proposals for the agency which 
eventually emerged as the Nuclear Decommissioning Authority.1  

2. Our terms of reference for the inquiry were to examine:  

— The remit and activities of the NDA and UKAEA; 

— The compatibility of current plans for the NDA and UKAEA with any increased 
reliance on nuclear power generation; and 

— The NDA and UKAEA's performance and accountability. 

3. We took oral evidence from Sir Anthony Cleaver, Chairman, and Dr Ian Roxburgh, 
Chief Executive, of the NDA; and from Mr Dipesh Shah, Chief Executive, Mr Stephen 
White, Director of Business Strategy, and Professor Sir Chris Llewellyn Smith, Director of 
the Culham Division, of the UKAEA. We received memoranda from both these 
organisations and from 16 other companies, trade associations and individuals, which are 
listed on page 17. Some of us also visited the JET facility at Culham. We are grateful to all 
those who provided evidence to us, and those who arranged our visit.   

Work of the UKAEA and NDA 

4. The Nuclear Decommissioning Authority, which became fully operational on 1 April 
2005, was created under the terms of the Energy Act 2004, with the task of producing the 
first ever UK-wide strategy for decommissioning and cleaning up civil nuclear sites. 
According to the DTI: 

“The aim is that, as a procurement authority, NDA will use competition of 
opportunities in clean-up, to find contractors able to deliver safe, environmentally 

 
1 Trade and Industry Committee, Managing the Nuclear Legacy: Comments on the Government White Paper, Fifth 

Report of Session 2001–02 (HC 1074); Managing the Nuclear Legacy : Responses to the Committee’s Fifth Report of 
Session 2001–02, First Report of Session 2002–03, HC 86; and Trade and Industry Committee, The Nuclear 
Decommissioning Authority: Pre-Legislative Scrutiny of the draft Nuclear Sites and Radioactive Substances Bill, 
Seventeenth Report of Session 2002–03 (HC 968) 
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responsible, cost-effective and accelerated restoration of old nuclear sites. The NDA 
will ensure that decommissioning in the UK uses innovative approaches being 
developed elsewhere and will spread best practice across its sites. It has an obligation 
to manage the socio-economic consequences of closing sites down.”2 

5. The NDA is responsible for the clean up of all civil nuclear sites, except those operated 
by British Energy (primarily the younger nuclear power plants: the seven Advanced Gas-
cooled Reactors and the Pressurised Water Reactor at Sizewell B) and the JET fusion 
facility at Culham.3 The Government has already transferred to the NDA property rights 
and liabilities formerly owned by British Nuclear Fuels Ltd (BNFL): the fleet of Magnox 
nuclear power stations;4 the facility at Springfields (near Preston) for the manufacture of 
nuclear fuel; and the parts of the Sellafield site used for the production of nuclear fuel (the 
MOX plant), reprocessing of spent nuclear fuel (the Thermal Oxide Reprocessing Plant, or 
THORP), and interim storage of nuclear waste. The Government also intends to transfer to 
the NDA the nuclear fission research facilities currently within the responsibility of the 
United Kingdom Atomic Energy Authority.5  

6. The United Kingdom Atomic Energy Authority is a much older organisation, having 
been established in July 1954 with a range of functions relating to nuclear research and the 
production of nuclear energy. It was responsible for both the civil and military applications 
of atomic energy in the UK. A number of companies have been spun out from its activities, 
including BNFL and, in 1996, AEA Technology Ltd. The UKAEA stopped researching 
nuclear fission in 1994, though it is still leading UK research into nuclear fusion. Its site at 
Culham near Oxford contains the Joint European Torus (JET), a facility which is part of 
the European collaboration on R&D into fusion. Since 1994, UKAEA has also 
concentrated on the decommissioning of its own nuclear sites (at Harwell and Culham in 
Oxfordshire, Winfrith in Dorset, Windscale in Cumbria and Dounreay in Caithness). At 
least some of the land thus cleaned up has been sold or leased. The fourth element of the 
UKAEA’s work is its continuing responsibility for administering an unfunded pension 
scheme for UKAEA employees and others.6 The UKAEA currently administers more than 
two-thirds of all pensions in the nuclear industry in the UK, and it hopes that the NDA will 
choose the UKAEA to administer the Industry Wide Scheme for all workers on NDA 
sites.7  

7. Both organisations face major difficulties in fulfilling their roles. 

 
2 Appendix 6, para 3 

3 Under the terms of the restructuring of British Energy (following its financial difficulties in late 2002), the NDA acts 
as agent for the Government in administering the legal agreements which cover the funding and management of 
British Energy’s nuclear liabilities. In particular, while British Energy makes payments into the Nuclear Liabilities 
Fund to finance the decommissioning and clean up of its facilities, the NDA is responsible for authorising payments 
out of that fund: see Appendix 2, para 1 (British Energy) and Q 50 (NDA) 

4 Built between the 1950s and 1970s 

5 Appendix 6, para 4 

6 UKAEA’s Memorandum (Appendix 18) lists some of the “others” whose pensions are administered under the scheme 
as employees of BNFL and RWE Nukem (para 5.1) 

7 Appendix 18, para 5.2 One of the concerns raised with the previous Committee when it was considering the 
proposal to establish the NDA was the security of the pension rights of employees due to be transferred from their 
current employers to the NDA as sites were handed over to the NDA for decommissioning: Seventeenth Report of 
Session 2002–03, paras 48–51. 
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The Nuclear Decommissioning Authority 

8. As already mentioned, our predecessors in the last Parliament undertook several 
inquiries into the arrangements for the decommissioning and disposal of civil nuclear 
liabilities. In its first Report on this subject, the previous Committee expressed three 
principal concerns—which remain the most difficult issues for the NDA to this day: 

— that the full extent of the liability was unclear because no one knew exactly what wastes 
were stored, particularly at Sellafield;  

— that there should be sufficient funding for the authority to be able to carry out its job 
effectively, to which end the Committee recommended the establishment of a 
segregated fund mechanism;8 and 

— that there should be a rigorous analysis of the assets to be transferred to the new 
authority (in particular, the Magnox, MOX and THORP plants), especially of the 
extent to which they could reasonably be expected to contribute income to the new 
authority and thus to reduce the need for direct taxpayer subsidy for 
decommissioning.9 

9. The Committee also stated:  

“The White Paper gave an assurance that there would be no direct link between the 
NDA and new nuclear build. This assurance should be given force through a 
statement of policy by the DTI that the approval of any proposal from the private 
sector for new nuclear plant would be conditional, amongst other factors, upon the 
establishment and maintenance of a segregated fund to meet the costs of clean-up at 
the end of its useful operational life.”10 

10. When the Government published its White Paper on Managing the Nuclear Legacy in 
2002, the public civil nuclear liability was estimated at £48 billion (on an undiscounted 
basis).11 However, there were significant uncertainties connected with this estimate, 
deriving partly from ignorance about what some of the historical waste facilities at 
Sellafield contained, and partly from risk arising from possible tightening of regulatory 
requirements. In its draft Strategy—which was the most recent document available at the 
time of our evidence session—the NDA estimated the liabilities at £56 billion 
(undiscounted),12 noting that this could rise significantly in the future because of 

 
8 A Segregated Fund (which would, in this case, have contained both the existing assets set aside to pay for the 

nuclear liability—the Nuclear Liabilities Portfolio—and an annual contribution from the Government subject to 
Parliamentary approval) would have been operated either by the NDA itself or by a separate body of trustees. The 
alternative was a Segregated Account, in which the existing assets and annual Government contributions were paid 
into the Consolidated Fund, and payments were made from it as authorised by the Secretary of State for Trade and 
Industry, with the approval of the Treasury. The previous Committee considered the Account less desirable because 
less subject to the NDA’s requirements and more likely to be affected—in terms of both contributions to it and 
payments out of it—by Government priorities: Fifth Report of Session 2001–02, paras 32–33 and 42–43. 

9 Fifth Report of Session 2001–02, paras 23–25 and 30–44 

10 Seventeenth Report of Session 2002-03, paragraph 20 

11 Managing the Nuclear Legacy, paras 2.6–2.7 and Figure 1 

12 The figures cited by the NDA are actually for ‘Operations, decommissioning and clean-up’, of which 
decommissioning and clean up costs for the sites formed £44.6 billion, the rest comprising the operating costs for 
the NDA itself, the Magnox stations and other commercial enterprises: see NDA Strategy—draft for consultation, 
Appendix 4 (hereafter, ‘Draft Strategy’) 
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continuing uncertainty due to the cost of dealing with “higher hazard legacy facilities”, 
especially at Sellafield and the reclassification of certain nuclear materials as waste.13 This 
figure of £56 billion was calculated on the basis of what the NDA calls the 2004 ‘lifecycle 
baseline’ (LCBLs).14  The NDA assured us that considerable work had been done over the 
previous year to give a much better picture of the amount, and character, of the nuclear 
waste, particularly in the highest hazard sites: the legacy ponds and silos at Sellafield and 
the shaft at Dounreay. Despite this, “To say that we have fully detailed characterisation in 
either of those two cases I think would be premature.”15 As an example, our witnesses cited 
the “infamous” B30 waste tank at Sellafield, whose contents had been carefully measured 
and classified, and which had been found to contain about 20 percent more material than 
anyone had expected.16 

11. The NDA published its Strategy, as approved by the Government, a few days after our 
evidence session.17 This contained the figures calculated from the 2005 LCBL, and put the 
undiscounted total costs at £62.7 billion, a rise of “£5.1 billion [sic]” since 2004. The main 
reason for this rise was an increase in the cost estimates for the Sellafield site owing to a 
removal of efficiency savings (relating to the future treatment of higher hazard legacy 
facilities) assumed in the 2004 LCBL.18 The Strategy also noted: 

“there are other costs, not currently included in the LCBL, that will need to be 
funded. These include R&D directly funded by the NDA, the cost of any [Low Level 
Waste] disposal facilities and potential costs for the long-term management of 
contaminated land. Including these items would add £7.5 billion to the cost of 
decommissioning and clean-up. This higher figure still does not include costs 
associated with the long-term management arrangements for [Intermediate Level 
Waste] or the treatment and disposition [sic] of  plutonium and uranic19 materials, 
should they be reclassified as waste.”20 

12. We had questioned the NDA about its—in our view—surprisingly optimistic 
expectation of 7 percent efficiency gains for 2005-06 and 5 percent for 2006-07.21 While 
applauding the ambition of the NDA’s management, we think that the final Strategy is 
more prudent in not assuming such high ‘bankable’ efficiency gains so early in the 
Authority’s life. We are more concerned about the continuing level of uncertainty about 
the exact extent of the liabilities, particularly in view of the fact that the NDA intends soon 
to be letting contracts for decommissioning and clean up. We asked whether the tenders 

 
13 Draft Strategy, p 65 

14 LCBLs are long-term plans which describe the specific scope of the decommissioning and clean-up work to be 
completed, the costs of doing so and the timetable for completion. They are prepared for each site. 

15 Q 42 

16 Q 52 

17 www.nda.gov.uk/documents/nda_final_strategy,_published_7_april_2006 

18 NDA Strategy, p79 

19 ‘Uranics’ are materials containing uranium. Most of the UK’s stock of uranic materials consists of ‘hex tails’ (uranium 
hexafluoride) arising from the uranium enrichment process, ‘MDU’ or Magnox reactor depleted uranium arising 
from the reprocessing of spent Magnox reactor fuel, or uranium trioxide, a by-product of reprocessing spent AGR 
fuel in THORP: see NDA Strategy, pp 53-54 

20 Ibid., p79 

21 Q 53 
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for this work would be open-ended in relation to cost because it was not known what the 
contractors would actually find when they started work on the sites. We were told that, 
though there would still be a degree of uncertainty, this would be dealt with in the 
tendering process: the successful bidders would have had to show that they were able to 
apply “innovative thought and original approaches” to finding out exactly what waste was 
present and then dealing with it in “a safe and sensible way to reduce costs and accelerate 
decommissioning”.  As a result, the tenders would not expose the NDA to open-ended 
costs.22 We note that the NDA plans to have developed a more robust baseline estimate of 
liabilities by 2008, in line with its PSA target.23 

13. We are disappointed, but not surprised, that considerable uncertainty still remains 
in relation to the cost of decommissioning and clean up.  The legacy of civil nuclear 
liabilities has been accumulating for sixty years; some of it was created at a time of great 
military urgency and when the science was less understood; and it is no fault of the 
NDA that, in its short life, it has been unable to discover the exact nature and quantity 
of the nuclear material on its sites. The public civil nuclear liability for waste has risen 
from £48 billion in 2002, to £56 billion in 2004, to £70.2 billion in 2006. Thus the 
overall quantified costs of £70.2 billion seem to us likely to rise significantly, both as 
further investigative work is done at the most difficult sites within Sellafield and 
Dounreay, and because the nuclear industry appears to be reluctant to continue with 
reprocessing of spent fuel while this remains more expensive than buying new stocks of 
uranium—with the result that much of the plutonium and uranic material mentioned 
by the NDA would probably be reclassified as waste and the NDA would have to deal 
with it accordingly.24 

14. On the second concern raised by our predecessors, that there should be sufficient 
funding for the authority to be able to carry out its work effectively, we note that the 
Government rejected the previous Committee’s preferred solution of a segregated fund 
mechanism in favour of a segregated account.25 However, the Committee’s main point was 
that the decommissioning authority should have sufficient certainty of funding that it was 
not prevented from pursuing the most efficient and effective programme of 
decommissioning by a lack of ready money. It is too early as yet to say whether the funding 
arrangements will guarantee this, but we were reassured to learn that the Chairman and 
Chief Executive of the NDA have not experienced problems so far.26 

15. Our predecessors were also rather sceptical about the extent to which the assets 
transferred to the NDA would in practice contribute much income to offset the authority’s 
liabilities. In particular, the Committee felt the forecasts were over-optimistic in relation to 
the Magnox nuclear power stations (the age and condition of which made continuing 
operation uncertain27),  the Sellafield MOX Plant (or SMP) used to produce Mixed Oxide 

 
22 Qq 43-44 

23 NDA Strategy, p79 

24 On the future of reprocessing, see our Fourth Report of Session 2004-05, New Nuclear? Examining the issues, HC 
1122-I, paragraphs 93-95 

25 For the distinction between the two, see footnote 8 above. 

26 Qq 56-57 

27 Of the original eleven Magnox stations, only four remained operational as of March 2006: Dungeness A in Kent, 
Sizewell A in Suffolk, Oldbury in Gloucestershire and Wylfa on Anglesey.  
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(‘MOX’) fuel for overseas customers using plutonium or uranium from natural or depleted 
resources, and THORP—the Thermal Oxide Reprocessing Plant—which reprocesses spent 
nuclear fuel. We asked the NDA how successful these commercial activities were proving 
to be. The Chairman responded that the picture was mixed: while the Magnox reactors 
were actually generating more power than had been anticipated and were also benefiting 
from the recent higher wholesale electricity prices, THORP had been closed following 
discovery of a major leak of radioactive material in April 2005 and the MOX plant, whilst 
delivering fuel, “is not delivering it quite as quickly as we might have hoped”.28 As a result, 
the NDA had more or less broken even in 2004-05 and was anticipating a small profit in 
2005-06 (with income of £1.27 billion, counterbalanced by operating costs of  £1.15 
billion).29 We asked how confident the NDA was of continuing profit from its commercial 
activities, given the imminent decommissioning of the Magnox stations30 and the 
uncertainties over the MOX plant and THORP. We were told that there might be a 
possibility of a nine month extension to the life of one Magnox plant, at Wylfa; that 
THORP still had commercial contracts in place for reprocessing fuel until 2010,31 and it 
was currently contributing net income but that its future after 2010 was uncertain; and that 
the MOX plant was currently producing fuel of the required quality for its contracted 
customers, but there were still bottlenecks in production.32 

16. The exact life expectancy of the Magnox plants will remain uncertain, but the NDA 
does not intend to apply for any extension to their operation,33 so the last will close, at the 
latest, in December 2010. Although in March the NDA was hoping to re-open THORP by 
late summer, British Nuclear Group—the operator of the plant—has recently announced 
that it will not be in a position to re-open the plant “this summer”.34 Moreover, THORP’s 
operating life is limited: the NDA says its operating life is likely to be less than that of 
British Energy’s Advanced Gas-cooled Reactors, the last of which is due to close in 2023.35 
The future for the Sellafield MOX plant is more positive, but only if the various planned 
plant enhancements succeed in improving the production rates36—without this, the plant 
may not meet future order book demands and there is a danger that customers may go 
elsewhere. Like our predecessors, we remain to be convinced that the assets transferred 
to the NDA will in practice make a significant contribution to paying for nuclear 
decommissioning. 

17. The previous Committee’s final major concern related to the need to give substance to 
the Government’s assurance that the establishment of the NDA had no direct bearing on 
whether new nuclear power stations would be built. In the previous Committee’s view, 
which we share, this was best achieved by making it clear that approval for any new nuclear 

 
28 Q 59 

29 Qq 59-62 and 74 

30 Dungeness A and Sizewell A are due to stop generating electricity in December 2006, Oldbury in December 2008 
and Wylfa in 2010: NDA Strategy, p45 

31 Its contracts for the storage of British Energy’s AGR fuel extend to 2086: NDA Strategy, p46 

32 Qq 60-73 

33 NDA Strategy, p45 

34 See, for example, ‘Profits slump halves British Nuclear Group’s sale price hopes’, in The Guardian, 4 July 2006 

35 NDA Strategy, p46 

36 Ibid., p47 
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plant would be conditional upon the establishment and maintenance of a segregated fund 
to meet the clean-up costs. In this context, we note the Government’s recent report on the 
outcome of its Energy Review,37 which reiterates that the private sector developers and 
operators of new nuclear plant would be responsible for their full share of all 
decommissioning and clean-up costs, without as yet setting out proposals for achieving 
this. Clarity in the mechanism for this is essential to secure both broad public support for 
and private sector investment in any programme of new nuclear build, even though the 
actual decommissioning of any new nuclear power stations will take place at least 50 years 
after they have begun to operate and when the institutional arrangements are likely to be 
very different. 

United Kingdom Atomic Energy Authority 

18. Before the creation of the NDA, the UKAEA was the body with expertise in 
decommissioning in the UK, and certainly was regarded as the prime candidate for 
Government-funded decommissioning work. The creation of the NDA has meant a radical 
review by the UKAEA of its future. It is now just one of a number of bodies with 
decommissioning expertise competing for commercial contracts from the NDA, while at 
the same time it retains its traditional NDPB role in relation to nuclear fusion research, and 
has the task of developing its Harwell and Culham sites (the former as an International 
Science and Technology Campus) in partnership with the private sector.38 

19. The UKAEA is trying to establish its position as incumbent contractor for the NDA by 
forming partnerships with private sector companies: to this end, it has created a 
commercial subsidiary (UKAEA Ltd), and on 16 January 2006 it announced that it had 
entered into a commercial partnership for nuclear decommissioning with AMEC and 
CH2M HILL. However, the changes to its status have clearly proved difficult for the 
UKAEA, especially in terms of acceptance by its staff.39 The DTI recognises the severity of 
the difficulties facing the UKAEA: “the scale of the threat facing UKAEA and the 
timescales in which it will need to adjust are very challenging.”40 At present, the UKAEA is 
able to fund the costs of building its new commercial business from the higher fees it 
has been earning from the NDA in 2005/06 as a sort of bonus for good performance. 
However, “if UKAEA’s performance fails at any time to meet the NDA’s requirements, 
with adverse consequences for UKAEA’s ability to earn fees and thus implement its 
[Business Plan], we [i.e. the DTI] could find that we will need to revert to folding the 
commercial operation.”41 The future for UKAEA Ltd is therefore far from certain. 

20. In its evidence to us, UKAEA’s management was convinced that the organisation could 
handle its four different roles (as a private sector company competing for 
decommissioning contracts; a public body in partnership with the private sector seeking 
maximum public advantage in the redevelopment of its sites; a public sector body leading 

 
37 The Energy Challenge: Energy Review Report 2006, Cm 6887, paragraphs 5.138–5.143 

38 Appendix 6, para 17 (DTI) 

39 See Appendices 6, paras 18, 20 and 25 (DTI); 15 (Prospect); and 21 (UKAEA Trade Union Co-ordinating Committee)  

40 Appendix 6, para 27 

41 Ibid., para 29 
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international research into nuclear fusion; and as a pension fund manager).42 The Chief 
Executive was particularly optimistic about the ability of the decommissioning arm of 
UKAEA to win contracts, given that the only two companies worldwide with experience of 
both ‘tier one’ (main contractor) responsibilities for decommissioning nuclear facilities and 
of the UK licensing regime were UKAEA and BNFL.43 UKAEA intended to bid with its 
partners for management of the Magnox sites when they were put out to tender (which the 
NDA expects to start in 200844) and was hoping to do some low-risk consultancy work in 
respect of the decommissioning programmes in the former Soviet Union and in eastern 
Europe.45 Mr Dipesh Shah, the Chief Executive of UKAEA, told us: “Our ambition in a 
nutshell is that over a period of five years and in terms of profitability we would be doing as 
much [decommissioning work]outside the UK as we would within the UK.”46 

21. Despite its overall optimism, the UKAEA was clearly dissatisfied with the approach the 
NDA was taking to awarding decommissioning contracts, and in particular to contracts for 
cleaning up the Sellafield site, where the Chief Executive of UKAEA felt that there was 
considerable scope for accelerating the programme and driving down costs by dividing the 
programme into parcels of activity.47  UKAEA was likely to be particularly disadvantaged 
by the NDA’s approach as it would lose some of the incumbency benefits given by its 
experience of dealing with the Windscale site. 

22. We briefly explored with the UKAEA its responsibilities for the redevelopment of its 
Harwell site as the Harwell Science and Innovation Campus. We were encouraged by the 
progress made in attracting other organisations onto the site, and we applaud the 
UKAEA’s determination to build on its scientific reputation and that of the Oxford area in 
attracting high-tech companies to the campus.48  

23. We have no concerns about the UKAEA’s operation of the industry’s pension fund.49  

24. We are satisfied that the UKAEA is approaching the difficult new situation in 
relation to nuclear decommissioning and redevelopment of old sites in a sensible and 
positive way. We are encouraged by the news that the UKAEA has made an agreement 
with the Korea Power Engineering Company, South Korea’s nuclear monopoly, and 
Amec to work together on clean-up contracts around the world. This will give the 
UKAEA access to contracts in South Korea; according to newspaper reports, the first 
such contracts, on several waste repository projects, were signed recently.50 However, 

 
42 Qq 6-7 

43 Qq 13 and 18. BNFL is British Nuclear Fuels Ltd, the holding company for British Nuclear Group (its decommissioning 
arm), Nexia Solutions (a consultancy service which provides technical advice and research to the nuclear industry) 
and Westinghouse (the reactor builder which—at the time of our oral evidence session—BNFL had recently agreed 
to sell to Toshiba). 

44 NDA Strategy, p64 

45 Qq 15-17 

46 Q 17 

47 Qq 22-23 

48 Qq 32-37 

49 Appendix 18, paras 5.1–5.3 (UKAEA); see also Appendix 5 (Mr John Crowden) 

50 See ‘Nuclear body in clean-up deal with South Korea’, Financial Times, 27 June 2006, p3; for signature of the 
Memorandum of Understanding, see ‘UKAEA and AMEC target US $10 bn South Korean nuclear market’, press 
release dated 27 June 2006 on www.ukaea.org.uk/news/2006 
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we recognise that the UKAEA’s future in decommissioning will depend on its ability to 
win contracts against severe  competition from international companies.  

25. In the immediate future, we caution the Government against any further 
restructuring of any of the agencies, including the NDA and UKAEA, involved in the 
nuclear industry. The experience of these two organisations, conducted at a time when 
no further new nuclear build was envisaged, shows the uncertainties and difficulties 
such restructurings can cause. Reorganisation is not the best way to retain and attract 
skills or to give stability and confidence to the wider public, including private sector 
investors at a time when new build is being discussed. 

Research into nuclear fusion 

26. We gained the feeling, however, that the nuclear fusion aspect of the UKAEA’s work—
the research facility at Culham—ran the risk of being side-lined by the problems and 
commercial opportunities presented by  the UKAEA’s decommissioning and renovation 
activities. Given its history of hope continually confounded, we asked whether fusion really 
seemed likely to be a viable way to generate electricity commercially within the foreseeable 
future. As we were told by Professor Sir Chris Llewellyn Smith: “The joke that fusion is 
always 50 years away is no longer correct.”51 The basic science was understood; it was now 
a matter of gradually scaling up the demonstration projects until it reached a commercial 
scale.52 The first device had had a capacity of one cubic metre; JET (the Joint European 
Torus) on the Culham site was about 100 m3; the new facility being built in the south of 
France, the International Tokamak53 Energy Reactor (ITER) would have a capacity of 1000 
m3; and then a prototype reactor with a capacity of 3,000 m3 could be built.54 

27. We asked when the technology would become commercially viable, and were told:  

“It is technically possible that you could have prototype power stations putting 
power into the grid in under 30 years.  We came up with 26 or 27 years if we did this 
seriously. The real question to me is not when we put the first kilowatt out; it is when 
we are prepared to go out and build 20 commercial power stations. That will be 
another 15 years after that. I think it is around 40 years still, unfortunately, but that is 
the way it is.”55 

28. We had three major concerns in relation to nuclear fusion. The first was exactly what 
research remained to be done to enable the scaling up of the facilities. The second was the 
cost of the remaining research. The third was whether the UKAEA—or, indeed, the UK 
more generally—was likely to participate in the continuing effort. 

29. We were told during a subsequent visit to the Culham facility that, in addition to actual 
experiments in JET and ITER to reveal the issues arising from scaling up and to determine 

 
51 Q 27 

52 Ibid. 

53 ‘Tokamak’ is an acronym for the Russian phrase ‘ toroidalnaya kameras magnitnyme katushkami’, which means a 
toroidal chamber with a magnetic coil. 

54 Q 27 

55 Q 31 (Professor Sir Chris Llewellyn Smith) 
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whether alternative designs of reactors would be more efficient,  the main area of research 
still to be done was in developing materials which could cope with the immense heat and 
radiation associated with the process of nuclear fusion. The latter would require a 
dedicated particle accelerator-based test facility to reproduce reactor conditions (the 
International Fusion Materials Irradiation Facility), which was still to be approved. We 
were not given an estimate for the overall cost of such research, but were told that UK 
funding for fusion research (including the JET facility) had approximately halved since 
1986-87 from about £45 million pa in 2004/05 prices. We were also told that, when both 
R&D funding and energy subsidies of various kinds were taken into account, fusion 
received about 1.5 percent of the total EU expenditure of about 30 billion euros per year, 
while nuclear fission received 6 percent and coal 44.5 percent. 

30. On the further contribution that the UK could make to the research programme, we 
heard that, although its operating life was due to end in 2008, its Director expected the JET 
facility would remain open until at least 2012. Although ITER was not expected to open 
until 2016, to a certain extent another project, involving upgrading the Mega Amp 
Spherical Tokamak (MAST) already built at Culham, could fill the gap for the scientists, 
provided the necessary £30 million cost could be met.56 This, the Director felt, would 
enable the UK to remain “at the forefront of fusion research at a time when JET may have 
closed”, and would continue to attract the scientists from all over the world who currently 
visit Culham to participate in experiments.57  

31. The Director unsurprisingly put in a plea for the UK to retain a national facility such as 
Culham, which (he argued) should be independent of a university as fusion research by its 
nature was not “curiosity-driven research which could be mixed in with teaching” but “an 
ordered, power development programme”.58 

32. We are not experts on the scientific arguments for and against the feasibility of 
nuclear fusion, and have conducted no inquiry into the exact value for money of fusion 
research. However, we note the conclusions of the Science and Technology Committee 
in the last Parliament that progress in fusion research has been substantial in recent 
years, and that the Government should at least sustain the current level of investment 
in the research.59 Given the increasing concerns about climate change and the effect 
that nuclear fusion could have on reducing carbon emissions, the incentive to solve the 
remaining problems that stand in the way of commercial fusion reactors is even higher 
now than when that Committee reported. 

33. Nuclear fusion may or may not deliver its promise, but the relatively small sums of 
money required to keep the UK fully engaged in the possible development of 
commercially viable fusion generation must be found. Nothing in the restructuring and 
financing of UKAEA must prevent or inhibit our full participation in what is, 

 
56 Qq 26 and 30 and Appendix 20, para 4 

57 Appendix 20, para 5 

58 Q 27 

59 Science and Technology Committee, Fourth Report of Session 2002-03, Towards a Non-Carbon Fuel Economy: 
Research, Development and Demonstration, HC 55-I, paragraph 188; see also ibid., paragraph 191, and Science and 
Technology Committee, Ninth Report of Session 2002–03, The Work of the Engineering and Physical Sciences 
Research Council, HC 936, paragraph 61 
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potentially, an inherently safe and virtually unlimited source of power, producing very 
low levels of waste and using freely available fuel sources. This power could not only 
satisfy a large proportion of UK electricity demand but also produce other zero carbon 
energy sources such as hydrogen. Although challenges remain to the scientists involved, 
we believe that the UK should be fully engaged with this leading edge research. 
Furthermore, we are disappointed that fusion research receives only one quarter of the 
EU funding spent on fission research and subsidies.  
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Conclusions and recommendations 

Nuclear Decommissioning Authority 

1. We are disappointed, but not surprised, that considerable uncertainty still remains in 
relation to the cost of decommissioning and clean up.  The legacy of civil nuclear 
liabilities has been accumulating for sixty years; some of it was created at a time of 
great military urgency and when the science was less understood; and it is no fault of 
the NDA that, in its short life, it has been unable to discover the exact nature and 
quantity of the nuclear material on its sites. The public civil nuclear liability for waste 
has risen from £48 billion in 2002, to £56 billion in 2004, to £70.2 billion in 2006. 
Thus the overall quantified costs of £70.2 billion seem to us likely to rise significantly, 
both as further investigative work is done at the most difficult sites within Sellafield 
and Dounreay, and because the nuclear industry appears to be reluctant to continue 
with reprocessing of spent fuel while this remains more expensive than buying new 
stocks of uranium—with the result that much of the plutonium and uranic material 
mentioned by the NDA would probably be reclassified as waste and the NDA would 
have to deal with it accordingly (Paragraph 13) 

2. Like our predecessors, we remain to be convinced that the assets transferred to the 
NDA will in practice make a significant contribution to paying for nuclear 
decommissioning. (Paragraph 16) 

United Kingdom Atomic Energy Authority 

3. At present, the UKAEA is able to fund the costs of building its new commercial 
business from the higher fees it has been earning from the NDA in 2005/06 as a sort 
of bonus for good performance. However, “if UKAEA’s performance fails at any 
time to meet the NDA’s requirements, with adverse consequences for UKAEA’s 
ability to earn fees and thus implement its [Business Plan], we [i.e. the DTI] could 
find that we will need to revert to folding the commercial operation.” The future for 
UKAEA Ltd is therefore far from certain. (Paragraph 19) 

4. We are satisfied that the UKAEA is approaching the difficult new situation in 
relation to nuclear decommissioning and redevelopment of old sites in a sensible and 
positive way. We are encouraged by the news that the UKAEA has made an 
agreement with the Korea Power Engineering Company, South Korea’s nuclear 
monopoly, and Amec to work together on clean-up contracts around the world. This 
will give the UKAEA access to contracts in South Korea. However, we recognise that 
the UKAEA’s future in decommissioning will depend on its ability to win contracts 
against severe  competition from international companies.  (Paragraph 24) 

5. In the immediate future, we caution the Government against any further 
restructuring of any of the agencies, including the NDA and UKAEA, involved in the 
nuclear industry. The experience of these two organisations, conducted at a time 
when no further new nuclear build was envisaged, shows the uncertainties and 
difficulties such restructurings can cause. Reorganisation is not the best way to retain 
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and attract skills or to give stability and confidence to the wider public, including 
private sector investors at a time when new build is being discussed. (Paragraph 25) 

Research into nuclear fusion 

6. We are not experts on the scientific arguments for and against the feasibility of 
nuclear fusion, and have conducted no inquiry into the exact value for money of 
fusion research. However, we note the conclusions of the Science and Technology 
Committee in the last Parliament that progress in fusion research has been 
substantial in recent years, and that the Government should at least sustain the 
current level of investment in the research. Given the increasing concerns about 
climate change and the effect that nuclear fusion could have on reducing carbon 
emissions, the incentive to solve the remaining problems that stand in the way of 
commercial fusion reactors is even higher now than when that Committee reported. 
(Paragraph 32) 

7. Nuclear fusion may or may not deliver its promise, but the relatively small sums of 
money required to keep the UK fully engaged in the possible development of 
commercially viable fusion generation must be found. Nothing in the restructuring 
and financing of UKAEA must prevent or inhibit our full participation in what is, 
potentially, an inherently safe and virtually unlimited source of power, producing 
very low levels of waste using freely available fuel sources. This power could not only 
satisfy a large proportion of UK electricity demand but also produce other zero 
carbon energy sources such as hydrogen. Although challenges remain to the 
scientists involved, we believe that the UK should be fully engaged with this leading 
edge research. Furthermore, we are disappointed that fusion research receives only 
one quarter of the EU funding spent on fission research and subsidies.  (Paragraph 
33) 
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Formal minutes 

Tuesday 18 July 2006 

[Afternoon Session] 

Members present: 

Mr Peter Luff, in the Chair 

Mr Roger Berry 
Mr Michael Clapham 
Mr Lindsay Hoyle 
Judy Mallaber 

 Rob Marris 
Mr Mike Weir 
Mr Anthony Wright 

The Committee considered this matter. 

Draft Report (The Work of the NDA and UKAEA), proposed by the Chairman, brought 
up and read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 33 read and agreed to. 

Resolved, That the Report be the Sixth Report of the Committee to the House. 

Ordered, That the Chairman make the Report to the House. 

Several papers were ordered to be appended to the Minutes of Evidence. 

Ordered, That the Appendices to the Minutes of Evidence taken before the Committee be 
reported to the House. 

 [Adjourned till Wednesday 19 July at 9.15 am 
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Witnesses:Mr Dipesh Shah, Chief Executive, Mr Stephen White, Director, Business Strategy and Professor
Sir Chris Llewellyn Smith, Director, Culham Division, United Kingdom Atomic Energy Authority, gave
evidence.

Q1 Chairman: Gentlemen, welcome to this first the future, will be competing for our sites and other
sites in the form of a newly-established commercialevidence session of our inquiry into the work of the
entity.Nuclear Decommissioning Authority and the UK

Atomic Energy Authority. Can I begin by asking
you all to introduce yourselves for the record? Q3 Chairman: That is a practical and technical
Sir Chris Llewellyn Smith: I am Chris Llewellyn explanation. How does that aVect the nature of the
Smith. I am responsible for the UK’s World Class relationship?
Fusion Development Programme at Culham, which Mr Shah: I would characterise the relationship as in
is part of an integrated European Programme. We the early days. Clearly the NDA has only been in
also operate the world’s leading fusion research being for about a year; they are staYng up. Just as
facility, JET, on behalf of fusion scientists from we are learning to be a contractor for the first time

ever, equally, they are learning to be a customer soacross the world.
it is a growing but a developing relationship and it isMr White: I am Stephen White, Director of Business
very early days at this stage.Strategy for UKAEA.

Mr Shah: I am Dipesh Shah. I am the Chief
Executive of UKAEA. Q4MrWeir: You mention, Mr Shah, that the NDA

would take on your sites in due course for
decommissioning. My understanding is that

Q2 Chairman: Mr Shah, I would like to begin by UKAEA is already decommissioning some of its
asking you a general question. Could you describe sites, particularly Dounreay in Caithness. I note that
for me the constitutional relationship as you see it the NDA has an obligation to manage the socio-
between UKAEA (United Kingdom Atomic Energy economic consequences of closing down the sites.
Authority) and the Nuclear Decommissioning What is the UKAEA’s position on that for the sites
Authority and then how that relationship is actually they are decommissioning at present?
working in practice? Mr Shah: We have had a very proud track record of
Mr Shah: Chairman, UKAEA was of course working with the local communities and creating
established as the UK Atomic Energy Authority employment opportunities over the many years that
under the 1954 Act and it has had a number of its we have been running these sites. Dounreay for us is
powers reconstituted under the Energy Act 2004. one of the places in the Caithness community that is
What UKAEA does today is essentially four things. reliant on the work that UKAEA does at Dounreay.
It has been the leader of decommissioning in the past We will continue to hold a moral and other
decade here in the UK at its nuclear sites. It has been responsibility since a lot of our employees live in the
researching in fusion along the lines that Chris has local community and we are constantly looking
already mentioned. It is administering the pension therefore to create a supply chain for tier two type
scheme which has 50,000 employees and retirees. activities; we are looking to create opportunities for

employment in the local area, consistent, however,Finally, it has also been regenerating its sites. All of
with the competition model that the NDA will seek,these will be captured under the 2004 Act. In terms
in time, to run.of the relationship with the NDA, the NDA as a

newly-constituted body under the Energy Act 2004
will ultimately take on the ownership and the Q5 Mr Weir: Do you see yourself as leaving behind
liabilities of each of the sites, the 20-odd sites here in anything to help the local economy in say,
the UK, some of which are certainly ours and we Caithness? ObviouslyDounreay is a major employer
currently own and hold the assets and liabilities for. there. It is nearing the end of its existence as a

nuclear facility. I visited it recently. The reactor hasWe, in turn, when it comes to decommissioning in
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gone and essentially it is in the decommissioning alternative employment opportunities. What
follows is a 10-year programme. Sofinal phases. Are you looking specifically to leave

alternative work behind when you leave the decommissioning and regeneration are two sides of
the same coin. We have been conspicuouslyDounreay site?
successful in actually putting this together on both ofMr Shah: Mr Weir, in terms of the history, if I can
our southern sites and we look to do exactly the sameaddress that first and then come back to talk about
at Dounreay. Likewise, on the pensions scheme: thethe future, we have clearly created a number of
administration that we provide at Thurso justsupply chain companies in the area. We have trained
outside Dounreay has been benchmarked by privatea large number of apprentices in nuclear skills, over
sector organisations as amongst the best. We are nota thousand of those, and we continue with an
setting out at any stage to be a provider of financialengineering programme. We work with the local
expertise. We are an administrator. Given that wecollege, Thurso College, in oVering courses. In terms
have a very long history of administering a very largeof the future, we are continuing to look actively at
section of the population in the nuclear industry,opportunities for our staV where this might go in the
that is wholly consistent with everything we havefuture. The decommissioning programme at
done and essentially we have 30 to 35 people whoDounreay has another 30 years or thereabouts to go,
provide world-beating expertise in that arena.certainly a quarter of a century. What we chose to do
Finally, on fusion, the UK Atomic Energy18 months ago was to announce a dramatic
Authority was established for its researchacceleration in order to sustain employment at a
capabilities. Fusion is very much something that wehigh level for longer rather than have a very long
have been leading on globally and essentially it istail-oV in employment. By doing that we are buying
right at the heart of the charter when it was firstourselves as a nation and as a community a fair
established in 1954. When you aggregate some ofamount of time, quite apart from dealing with the
these activities, there are very good reasons thathigh hazardous waste and the reduction in liabilities.
actually in terms of the synergies across theseWe are buying ourselves a fair amount of time, a
activities, they are very much a part of whatdecade plus, of a high level of employment in order
UKAEA has developed over a long time as a trackto create opportunities for the future. In terms of the
record of expertise.local community, we are working with John Thurso

and others to see whether there are alternatives that
the community would like us to help them with. I Q7 Chairman: Your portfolio is the product of
think we would like to be an active constituent and accidents of history rather than a conscious strategy?
an active contributor to that development for the Mr Shah: No, we have consciously sought to
future. John has promoted an alternative energy decommission. The accident of history might have
centre. We are very supportive of that. I think in been researching into new nuclear build. We have
terms of the wet renewables—tidal, marine, et consciously said that as we have stopped researching
cetera—that is clearly an area in which Dounreay in new reactors, we will decommission the sites. We
has great potential. But Dounreay is not our only have consciously said that as we decommission, we
site. If you look at the southern sites, and Harwell is have an obligation to regenerate those sites. We have
an illustration of that, we will be leading—along consciously said that we remain at the forefront of
with the CCLRC–Rutherford Appleton fusion research and development and we will
Laboratory—the challenge to convert Harwell into continue that. The only accident of history to the
an international science and innovation campus. extent you might say that is around pension

administration, but since it was always
benchmarked as being the best and since it providesQ6 Chairman: We hope to come back to that at the
a personalised service across 50,000 employees, notend. We must move on to some other questions. Just
just for the 50,000 employees but for retirees anda more general question: you outlined your role,
spouses as well, that has been appreciated.which had four diVerent component parts, I might

say. You are a private sector company eVectively
competing for contracts; you are a public sector Q8 Mr Wright: The DTI’s Annual Report 2005
body doing fusion research; you have a mandate to shows some rather puzzling change in the balance of
make sure you are profitable, and one of the issues the UKAEA’s expenditure. In 2005–06 the nuclear
we will discuss is that you have developed an interest constabulary was separated from UKAEA and the
in UK plc; and you manage the pension fund. It is planned expenditure for support and overheads was
quite a portfolio of interests. The words that suggest reduced from £30.1 million in 2004–05 down to £5.7
themselves to me are that this is a schizophrenic million in 2005–06. However, the total expenditure
portfolio. Do you think that you really can balance was reduced from £37.5 million to £32.4 million.
all these diVerent issues and manage them This is probably because the service providers were
eVectively? increased substantially from £6.8 million in 2004–05
Mr Shah: We have done, Chairman, and thank you having dropped in consecutive years until it reached
for asking that. If you look at regeneration of sites, a total of £25 million in 2005–06. Could you explain
decommissioning and regeneration are two sides of these figures?
the same coin. As you decommission, you need Mr Shah: Yes. The first thing to say, as you rightly
actively to be working with the local planning remind us, Mr Wright, is that the total spend has
authorities for what follows the site’s actually come down. Within that, the biggest change

is the impact of the constabulary. Until 1 April ofdecommissioning work as you remediate and build
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last year, the constabulary reported in to me and I explained, Mr Wright, a large part of that is the
constabulary. As for the wider provision of servicestherefore it was an in-house support and OHS

expense. As of 1 April, it moves into the service on our sites, in many respects we have actually
pioneered the supply chain in the country throughprovider status and that is why the service provision

has actually gone up, and conversely support and competing out a whole series of service provision. As
we look at reorganisations, as we look at how someoverheads have actually come down. In terms of

where we go from there, we are continuing actively of these services are to be provided and how they
should actually be provided in a bench strength wayto reduce the costs of the structure where, for

instance, we no longer require the constabulary across those sites, we are continuously driving down
some of those costs. On the face of it, £25 millionbecause we have de-licensed parts of the site. If we

no longer have security conscious aspects of that site down to £18 million would seem like a very
significant reduction but it is actually a part of theas we had before, we no longer require the

constabulary. We are reducing the costs there. We consistent theme of competing out a lot of the service
provision and looking for economies and value forare also transferring some central bench strength

that we have out into the sites in preparation money.
subsequently for when those sites are competed, so
we are building it into the frontline activity rather Q12 Chairman: Mr Shah, it would be helpful if you
than treating it as support activities. You see quite a could give the committee a written note with the full
bit of movement within those numbers within a total detail of these figures, breaking them down and
number that is actually declining. explaining a little more detail than you can in an oral

evidence session why they have gone up so sharply
Q9 Mr Wright: Something I notice also is that in and the plan to reduce. It is a little diYcult to
future years up to 2006 the service providers actually understand these figures. A written explanation
reduced from £25 million down to £18.8 million and would be helpful.
then to £18.6 million. It plateau-ed at £25million. Mr Shah: We are very happy to do that.
That is a significant reduction of just over £6 million
in one year. Why would the extra expenditure be

Q13 Mark Hunter: You give an impressive accountneeded for service providers in this one year of £25
of how you have gone about the decommissioning ofmillion?
the sites in your responsibilities in the UK. HowMr Shah: The figure of £25 million is really just the
many other organisations and companies are therestep up of the constabulary because we still require
in the rest of world that have similar experience andthe services provided by the constabulary across all
expertise? How does your operation compare toof our sites with the exception of Winfrith. That is
theirs?just a reallocation from support activities into
Mr Shah: There is only a handful of companiesservice providers because they are now the third
which have done a fair amount of decommissioning,party providers of the services.
out in the States for instance. Europe is a little
further behind because there has not been a great

Q10MrWright: Why is there a £6 million reduction deal of decommissioning, with the exception of
predicted? Germany. In terms of the experiences that other
Mr Shah: That is partly because they are having a companies have elsewhere, I think our experience
full year benefit now with Winfrith coming down compares favourably with those. There are diVerent
and that is for the constabulary, and equally we are methods that one can use. One can look at the
reducing some of the costs of activities for service number of reactors which have been
provision across all of ours sites. It is a continued decommissioned. One can look how waste
drive down of costs that we are embarked on as part minimisation has taken place. One can look at the
of being as competitive as we need to be. schedule of performance indices and the cost
Mr White: What we are attempting to do is transfer performance indices and now our indices are
resource from service support activities into actually up amongst some of the best that other
frontline decommissioning. Again, for an overall, competitors will have in those organisations abroad.
constant level of resource, we are trying to increase I think our own experience is now comparing very
the level of decommissioning and reduce the level of favourably with the international domain.
support activity. Mr White: We do have UK licensing expertise.

There are not many companies that have licensing
experience among the companies that Dipesh ShahQ11MrWright: I can understand the need to reduce

the activities and expenditure but this seems a was describing. They have engineering contractor
experience which is relevant to this market but theysignificant drop. I can understand, for instance from

2006–07 to 2007–08 on service providers there is a £2 do not have the UK licensing experience that we
have.million diVerence, a reduction, but to go from £25

million down to £18.8 is quite a significant drop. Do Mr Shah: In that context, it is worth perhaps saying
that at tier one level there have only been twoyou agree with that? It seems to be quite a

substantial drop. What I am saying is: is £25 million organisations in this country that have been doing
any work in the decommissioning area; that isreally an excessive amount?

Mr Shah: Perhaps I can tackle that, unless my essentially us and BNFL. Clearly at Aldermaston, in
terms of the MoD activity, there is somecolleague wishes to chip in and help! In terms of the

big jump from the £6 odd million to £25 million, as decommissioning work there as well, but the tier one
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capability is fairly limited in this country and it is in Q17 Mr Clapham: Finally, could you foresee a
situation arising where most of your work would berelation to these organisations. Many of the overseas
overseas rather than in the UK?players provide some of their tier one capability but
Mr Shah: Not in the foreseeable future but ourwithout the experience of doing it here in the UK, or
ambition is clear. We would like to use this UKindeed in Europe.
expertise that we have across Europe, and, as the
programmes across Europe build up, we would like

Q14MrClapham:Mr Shah, can I follow on the back to make a very meaningful contribution to that. Our
of that question? You mentioned the States. You ambition in a nutshell is that over a period of five
also mentioned Europe. From the start of years and in terms of profitability we would be doing
decommissioning in the late 1980s, you have as much outside the UK as we would within the UK.
generally concentrated in the UK. A little earlier you
referred to the fact that the Dounreay clear-up

Q18 Mr Bone: With decommissioning you werewould take some 30 years. I assume from your
implying, I think, that overseas companies reallysubmission that within that 35 years you are also
could not do decommissioning in this countryreferring to the clean-up of the gas type reactors, not
because you have got the expertise. On the otherjust the Magnox reactors and so we are talking
hand, you are saying you can go oV to Europe andabout the 35 years being the total period for the
do decommissioning. Is there a contradiction there?clean-up of the Magnox stations and the AGRs.
Mr Shah: No. If I can just calibrate what I amWould that be correct?
saying, I am certainly not seeking to imply that otherMr White: No, our submission relates solely to our
organisations from abroad could not oVer tier onecurrent sites and the 30 years relates to the Dounreay
expertise here. I was simply making the point that,site, which is the most complex of our current sites
given our history, no-one else has that track recordand which is the longest period of decommissioning
here in the UK in terms of the licensing and otheramong our sites currently with 2036 as the expected
requirements. There are certainly some skills whichclosure of that site.
are transferable. I am sure that when we get into
competition other organisations will be promoting
their skills, just as we will in a very ambitious andQ15 Mr Clapham: In terms of the advanced gas-
aggressive way be promoting our skills. In Europecooled reactors, you would have to make bids,
the market is at a relatively earlier stage. Not manywould you, for the clear-up of those sites?
organisations have had to decommission andMr Shah: Yes.
programme manage large programmes there. WeMr White: The NDA remit covers the Magnox
have had that track record and we can bring thestations currently, not the AGRs, and we are
skills, just as other companies will be seeking toexpecting competition for the Magnox stations in
bring their skills here. This is not a situation wherethe relatively near future. We would expect to be
only some companies can participate but certainbidding with partners for management of those sites
companies will undoubtedly have a naturalas well as for our own sites.
advantage, and we do think that we would be one of
those in dealing with eastern Europe.

Q16 Mr Clapham: Given the new structure of
UKAEA, you are obviously now going to be looking Q19 Anne MoVat: This question is also about skill
and planning to look at taking more business in shortages. I see that you are introducing an early
other countries. That brings you into competition. I retirement scheme for staV in the industry. What
wondered what the relationship was between sort of staV would that scheme be targeting and
yourselves and British Nuclear Group for example. would it mean a reduction in the people with
Would you be looking at coming together with BNG technical expertise or otherwise that you have been
to perhaps make joint bids for work overseas? talking about?
Mr Shah: In terms of the overseas work, we are Mr Shah: We have been very clear that we do not
looking in a low risk way to do a fair amount of lose the skills which we require for the future or
consultancy and bringing our expertise to bear in the which may be helpful to others as well. The early and
former Soviet Union and eastern Europe primarily voluntary retirement proposals have been literally at
where the programme of decommissioning is a fairly the margin. In many cases there have been certain
sizeable one. We expect for some of these, skills which were entirely appropriate in the 1980s
particularly where we bring our tier one expertise or but are no longer required for the decommissioning
programme management, that we will undoubtedly type work that we do. In the case of fusion, actually
require to partner with other organisations. We will we have been building up a lot of the programme and
look at the requirements of the job specifically to the skills that we have there. It has been very
determine which partners can best contribute to this, targeted, very tailored and very small. We would not
and there are undoubtedly some skills in BNFL expect the loss of key skills in building round the
which would be valid for certain applications. organisation for our future because we would wish
Indeed, for others, there will be other partnerships to retain as much of that as we possibly can. To do
that we will seek to form and over the past year we that, we are going to have to continue to oVer
have been working with a number of companies in attractive opportunities for staV. The younger
submitting bids in a low risk way across a number of population in particular we wish to be much more

mobile than historically their peers would have beenthese opportunities.
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required to be and some of those would want to look Q22 Miss Kirkbride: This question follows on
because the NDA approach to decommissioning hasfor opportunities which are across the country and
been to encourage more competition and your caseacross sites. We need to be able to provide those
and others has been to break up companies intoopportunities. Part of our ambition in growing this
smaller bodies so that they can compete with oneactivity is to make sure that we retain the best that
another. Has that been a beneficial way of goingwe wish to retrain and give them meaningful
about it and is it perhaps one of the reasons whyemployment opportunities.
your costs have dramatically decreased when you
were asked to look at those again?
Mr Shah: Miss Kirkbride, might I say that two yearsQ20 Anne MoVat: This is a sort of tongue in cheek
ago I think I was a lone voice in saying that wefollow-up. Is the pension scheme healthy for those
wanted to cluster sites. There will be an irreduciblethat are taking the early retirement package?
minimum. It is for the NDA to decide. I can onlyMr Shah: It is but it would be fair to say that the
provide some advice from a lifetime of working inpension scheme that UKAEA is administering,
the private sector and in other organisations. In mywhich is a historic one, is one of those unfunded
view then, and I remain of the view, you do need topublic sector pension schemes, so it is as healthy or
have a certain bench strength in order to be able tootherwise as any other unfunded public pension
share in the economies of scale associated with that.scheme.
Therefore, clustering sites as a model for
competition would be appropriate. I think that we
will hear later this week, or you may hear earlierQ21 Mr Clapham: Mr Shah, can I come back to the when you ask the questions from the NDA, as to

decommissioning question that I asked? I am how they wish to compete the sites. I am hopeful that
looking at section 3.6 in your submission in which there will be some clusters coming through. That will
you say: “In October 2004, we announced new allow us to use our bench strength and continue to
plans, bringing forward the end date for drive down the costs. If you do break it down into
decommissioning our sites by up to 35 years—up to very small parcels with very small-scale activity, then
75% shorter than previous plans.” That is an the support activities associated with these technical
enormous change, a review that has brought skills or sharing of the best practice across
forward that kind of reduction in your plan. Why organisations will be infinitely more challenging. I
did the plan change so radically? think it depends on how it is competed, and we have
Mr Shah: I think we challenged ourselves on what is a view about what we think would certainly be in our
the right thing to do here. We wanted to continue to interests but also in the national interest.
drive down the liabilities; it started at £9.4 billion 10
years earlier; we had come down to about £6.4

Q23 Mr Weir: I get the impression that you arebillion by the time this announcement came through
unhappy with the NDA’s approach to the clean-upin September or October 2004 (I forget precisely
of Sellafield. What is your preferred approach?which of those two months). We challenged
Mr Shah: I think the issues for Sellafield for us wereourselves and asked what it would take to continue
two-fold. When the NDA very helpfully put up theirto drive down those liabilities to below £5 billion,
proposals for consultation, we did respond to thatwhich we successfully accomplished. We also
consultation in a very constructive and positive way.challenged ourselves by saying: environmentally,
We have two concerns. Firstly, Sellafield is by far thewhat is the right thing to do here? We are restoring largest part of the liabilities and thethe environment, and we should be dealing with the decommissioning requirement that we have in the

high hazards first and reducing the care and nation. We were concerned that if it was put back a
maintenance associated with the high hazard long way from the rest of the sites, we would be put
facilities. Dealing with those, you can significantly at a commercial disadvantage, and furthermore that
accelerate the programme, reduce the costs this big prize left till later will mean that the big
associated with it, and indeed enhance safety reductions in cost that could be accomplished would
because you are dealing with the high hazard issues have been put back. I am not sure quite where the
fist and foremost. The combination of those seemed NDA will be in that now because the complication
to us to be a very logical way forward. As we of the BNG sale will have aVected it in some shape
challenged ourselves and as we looked at the plans or form. I am not clear how that will do that. From
for each of the sites, we took programmes which, our point of view, we think, because of the scale of
frankly, ran into several generations. I kept saying as Sellafield, that it should be possible to package that
a new chief executive that I could not actually see into parcels of activity where competition can be
what the fourth generation of my family might look introduced, where we can accelerate the programme
like, let alone imagine what motivates them, so we and drive down costs. Each of those will be a bite-
really ought to be thinking about doing these things sized chunk; it will be material enough to benefit
in our lifetimes, and if they are technically from the bench strength that I talked about earlier.
impossible, then fine, let us understand that, but if it Equally, it will allow a number of players to have a
is around doing things diVerently, we should be able stab at actually sorting out the Sellafield issues in
to do it. The organisation rose to the challenge and support of the NDA’s programme. It may be
has put forward very commendable plans which necessary within that to have a tier one capability

across the complex so that we integrate across those.achieve all of those objectives.
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That will not concern us too much, although we take a risk in what it will have, or would they wish
actually to provide that assay and then determinewould want to be a part of the partnership that bids

for tier one capability. We do think that tier two how that is done? It depends on what information is
already available. What we have access to is publiclypackages should be parcelled out sooner rather than

later and that there should be competition to make available information and, because of our
knowledge of the site, we will probably have somegiant strides in that area. The whole site as one

competed out in that way with competition from tier further intelligence: intelligence in terms of know-
how that we can provide to that. There is no questiontwo packages much later, we would suggest, would

not be a sensible way forward but it is for the NDA that we would want to look through the proposals
for competition very carefully to determine how wedecide. The other issue, to finish, is that Windscale is

a licensed site that we currently have within the heart would best want to compete for that and what risks
we and other organisations should be prepared toof Sellafield. We think that it provides a wonderful

model, an exemplar of what the future should also take in that regard.
Chairman: We will move on to another area ofhold. The proposal in the consultation for absorbing

Windscale into Sellafield gives us some grief. We questions to make Sir Chris Llewellyn Smith’s visit
here worthwhile.think it would be demotivating for staV. We also

think that some of the progress that we make will be
compromised. We are in active consultation, I hope, Q26 Mr Binley: I move on to fusion, and I can see
with the NDA on this to avoid Windscale being your face light up! It seems to me that fusion is the
absorbed, having created a separate licenced site modern version of the alchemist’s dream of turning
which has clearly been in existence for a while, and base material into gold. The thought of it has been
putting it all into a bigger package, given what I have around for a long time and we have put a lot of eVort
said earlier about breaking it down into bite-sized into it. You run the Torus project on behalf of the
chunks. joint European consortium. Can I ask how confident

you are that JET’s operating life will be prolonged
beyond 2008 to cover the period while ITER is beingQ24 Mr Weir: I take it from all that that your

preferred option would be for someone, preferably constructed?
Sir Chris Llewellyn Smith: I think that will dependyourself, to be in overall charge of the

decommissioning at Sellafield, is that right, rather on the Framework 7 budget but unless it is very bad
indeed, and we do not know yet, I am ratherthan having diVerent people operating diVerent

parts of it? confident that JET will run until at least 2012, I
would say. We are already embarking on a largeMr Shah: We would anticipate participating in the

competition, whichever way the NDA chooses to upgrade which will be implemented in 2008 and no
doubt the dateswill then be rolled forward after that.introduce it for Sellafield. We would expect to do

that in partnership. It is a very big site and there is
complexity. We would expect to do it in partnership, Q27Mr Binley: Let me follow on from that because
just along the lines of the partnership that we we are still talking about a medium-term closure of
announced earlier this year where we are pairing up JET. What will that mean to UKAEA and can I ask
with AMEC and an American organisation CH2M if there is a long-term future for a fusion research
HILL; similarly we would intend to construct facility within the UK or will we see UK scientists
partnerships. It would not be UKAEA on its own; it who wish to work in that important area having to
would be a partnership with a number of move aboard? Can I ask you to look into the future
organisations. We would hope very much that we and give me your view of when we might see fusion
would have an opportunity to participate in that as a practical possibility?
competition, whichever way it is structured. What I Sir Chris Llewellyn Smith: There are two questions
was addressing is how we would ideally believe it there. On the first question, if we look at the big
would be both in our interest but also, more ITER facility which we are building on a world scale
importantly, in the national interest for that in the south of France, that is going to be a user
competition to be run. facility. It will not have a large team of scientists

there. The work will be carried out by visiting teams
of scientists coming from the diVerent participatingQ25 Mr Weir: Given your experience of

decommissioning at Dounreay, which is fairly far countries around the world, including the UK. If the
UK wishes to remain a force in fusion, we mustadvanced, and given also that you have run into

diYculties with the infamous shaft and not knowing retain a capability in this country. In my opinion,
that must be based in a national laboratory. It is notexactly what is in it, how confident are you there is

enough information about the nuclear materials on appropriate for a university because we are not
talking about curiosity-driven research, which couldsite at Sellafield to enable you to take a robust tender

in a competition for clearing up the site? be mixed in with teaching. We are talking about an
ordered, power development programme whichMr Shah: There is no question in my mind, Mr Weir,

that any private sector organisation, any competitor needs to be well organised in a national centre, and
so we will need Culham or some other centre in ordergoing into this, will have a very sensible dialogue

with the NDA on the risk that we are all sharing here to participate in ITER and to build the equipment to
take there to do the experiments which will beand what is known and what is not known. A part of

that will be: is the material in the ponds and the silos associated with ITER. In addition to that, at
Culham, as well as the Joint European Torus, weassayed with suYcient robustness for contractors to
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have a facility called MAST, which is an innovative of them as late as possible so that they are state of the
art. We are just moving into the R&D on that. Wealternative configuration of very great promise that

has been pioneered at Culham—it is a great British will be very active in that phase preparing the
equipment to take there.success story by the way—which, if it fulfils its

promise, could, in the longer term, be a better
alternative to the more conventional model. That

Q31 Judy Mallaber: Professor Smith, you have saidfacility has at least 20 years in it. I think we need to
you could not imagine us not using fusion in 50be at Culham if we are going to be the national
years, which is slightly depressing me. Are youcentre, if we stay in fusion at all. That brings me to
prepared to make any prediction at all as to whenyour second question: should we stay in fusion? The
you could imagine we might start using it?joke that fusion is always 50 years away is no longer
Sir Chris Llewellyn Smith: It is technically possiblecorrect. There were some false dawns in the 1950s
that you could have prototype power stationswhen people did not understand the basic science.
putting power into the grid in under 30 years. WeThe basic configuration emerged at end of the ’60s
came up with 26 or 27 years if we did this seriously.but in a device of about 1 cubic metre, and we know
The real question to me is not when we put the firstwe need something like 3,000 cubic metres. You do
kilowatt out; it is when we are prepared to go outnot go from 1 cubic metre to 3,000 in one step. It was
and build 20 commercial power stations. That willdecided to go through JET as an intermediate step,
be another 15 years after that. I think it is around 40which is about 100 cubic metres. ITER will be about
years still, unfortunately, but that is the way it is.1000. Since the date when the basic configuration

emerged at the end of the ’60s to today, we could
have been where we are today 15 years ago if there Q32 JudyMallaber: Mr Shah, you started oV telling
had been a sense of urgency, but there was not us about the Harwell-Chilton campus before you
because people were content to go on burning coal, were cut oV earlier on. You described it as a world-
oil, et cetera, and did not see the problem there. leading international science and technology centre,
Fusion is developing rather well, I would say. For which sounds very inspiring. Can you tell us what is
me, it is hard to imagine that we will not be using it going to happen there and what it is doing, what the
in 50 or 60 years. I believe that we could have it quite activities are and a bit about it?
a lot sooner than that but I cannot be certain about Mr Shah: Yes. The ambition really here is to develop
that; it depends on the will and it depends on the Harwell Science and Innovation campus
surprises in research and development. What I am bringing in the public sector, internationally funded
certain of is that, given its promise, we cannot aVord as well as locally funded, along with the private
not to do it as urgently as possible. If you are going sector institutes to create a hub of science and
to do it at all, you should do it as fast as you can innovation expertise and to use that as the very
because it is the same investment and you bring cornerstone of the science and technology agenda
forward the return and, if there are problems, you that we have as a nation. Over the last few years, we
discover the problems sooner and stop it. have brought in significant investment. The

Diamond facility, which is European funded, is now
located there. As we de-license more and more of theQ28 Mr Binley: Could you drop us a line about the
nuclear facilities, it will open up a wider range of bigproject you were talking about, MAST. That would
science as well as small science opportunities. Webe helpful.
have also created a new venture outfit called STARTSir Chris Llewellyn Smith: I certainly will.
where a number of private sector new ventures
employing science are hoping and beginning toQ29 Chairman: It is referred to in the memorandum
locate on the site. Over the 10 years, we have broughtbut I do not know what the Tokamak is to save
in some 80 other organisations on to the site. Themy life.
ambition now is really to step this up and, over theSir Chris Llewellyn Smith: Tokamak is toroidalnaya
next 10 years, to bring in between £1 billion and £2kameras magnitnyme katushkami, which, as no
billion of investment as we decommission and de-doubt you know, is a toroidal chamber with a
license the site to bring in new facilities, newmagnetic coil.
organisations, all in the science and innovation area.

Q30 Chairman: I am sure the committee will have
found that fascinating! Can you clarify one point? Q33 Judy Mallaber: What are the attractions of the

site to outside bodies? What is your selling point?There is a four-year gap between JET ending and
ITER beginning.You have a MAST project and you How are you describing it?

Mr Shah: There are three or four key areas. Firstly,will have to plan; there is no hiatus?
Sir Chris Llewellyn Smith: There is no hiatus. I think it has a rich heritage of science and technology.

There are 4,500 people employed on the site already.there must be such a gap because the focus will move
the best people. We have the best people in the world It is a very heavy complex of science expertise. The

second area is that, in a nice environment, we have aand some of them will be moving to constructing
ITER. In that period, we will be constructing at very large amount of land, which is going to be

opened up as we continue to decommission. Thirdly,Culham and designing the auxiliary equipment.
Basically ITER is ready to be built but the systems it is in the corridor of very good universities, so that

we can involve the universities in this. Also in theyou strap onto it to measure what is going on inside
you strap on last of course, so you leave the building corridor there are a number of major companies,
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energy companies and pharmaceutical companies, national as well as small companies through this, but
we will need to bring in the private sector. This hasthat would also therefore be attracted to putting

research and development capabilities on the site. to be the best of a public and private partnership
because with the scale of investments we are looking
to attract here, it would not be practicable to doQ34 Judy Mallaber: Is it certain sectors then or are

you open to any scientific and technological area to under the public purse.
Mr White: There are already significant publiccome in?

Mr Shah: We are certainly looking to do this on a sector science facilities on the site. We have the
Rutherford Appleton Laboratory with the ISISvery broad canvas. It would be fair to say that

historically energy, pharmaceuticals and medical facility and Diamond. We have the Medical
Research Council there and the Health Protectionresearch are already fairly strong on the site. I think

those are the areas that we would particularly look Agency. It is already a primary centre of public
sector science. It does provide an opportunity for ato.
public-private development, which combines science
with innovation, technology and business.Q35 Judy Mallaber: In your evidence you said that

you will shortly form a joint venture with a private Mr Shah: The announcements in the Budget last
week with the new national energy sector would besector partner to accelerate the development of the

campus. Is that already happening? Do you have an attractive thing to bring on to the site because
clearly it builds on some of the skills which alreadythat running?

Mr Shah: It is about to happen. We would hope in exist on the site.
about a month’s time to go to the market with a
prospectus inviting private sector development Q38 Judy Mallaber: You are going to be bidding to

have it on your site?companies to join with us. We will be putting in a lot
of land. We would expect them to bring in their Mr Shah: The thought has certainly occurred to us.

Dounreay is another place where there would bedevelopment expertise and private sector funding to
begin to redevelop and regenerate the rest of the site. adjuncts on the wet renewables. We might want to

suggest that Dounreay acts as a centre for some ofThe site is some 820 acres, so it is massive. Over the
next 10 years, we can transform it. that activity.

Chairman: We are well into injury time, which we
need because of the late start because of the securityQ36 Judy Mallaber: Do you already have activities

taking place there? problems. We have enjoyed the session very much.
We are grateful to you. I know you have extended anMr Shah: Yes.
invitation for the committee to come to visit Harwell
and to Culham. Personally, I will answer yourQ37 Judy Mallaber: So this has started but on a

fairly small scale at the moment? invitation to learn more of what Professor Smith has
been talking about on fusion. Other members of theMr Shah: It has started. A number of companies

have located there. We have 80 tenant organisations committee may wish to join me. I would certainly
like to take you up on that myself. Gentlemen, wenow from very small science-based venture entities

in START to very large national companies. We are very grateful to you. Thank you very much
indeed.would want to continue to build on attracting more

Witnesses: Sir Anthony Cleaver, Chairman, and Dr Ian Roxburgh, Chief Executive OYcer, Nuclear
Decommissioning Authority, gave evidence.

Q39 Chairman: Gentlemen, welcome to this responsibility through the Act is for the 20 civil
nuclear sites that were previously owned by Britishevidence session. Can I begin by formally asking you
Nuclear Fuels Ltd. and UKAEA. Our relationshipto describe yourselves and introduce yourselves for
with UKAEA is that at the moment we are in thethe record?
process of working with them on the transfer ofSir Anthony Cleaver: I am Sir Anthony Cleaver,
those sites to our ownership, which we plan to takeChairman of the Nuclear Decommissioning
place at the beginning of April next year. During theAuthority and on my left is Dr Ian Roxburgh, who
course of the year, obviously we have been settingis our Chief Executive.
up, recruiting people and getting ourselves ready to
discharge this responsibility, but we have also been

Q40 Chairman: By way of a scene-setter, can I ask implementing a standard approach to the costing
you to describe how you see the constitutional and and scheduling of the work across all those sites
legal relationship between yourselves and the because one of the main objectives of the Act was
UKAEA and how you think that relationship is that we should have a national approach to
actually working in practice? decommissioning and therefore be able to look
Sir Anthony Cleaver: We were created by the Energy across the boundary, if you like, between the historic
Act 2004. We actually started operating from 1 April players—BNFL and UKAEA. In the course of
last year. We spent that year getting ready to carry doing that, obviously we have had detailed
out the mission that the Energy Act gave us, which discussions with UKAEA on a regular basis. We

have a monthly review process where we talk to eachwill obviously take many years to discharge. Our
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of the sites about the work that they have done in the shafts for example at Dounreay or certain bits at
Sellafield or elsewhere, how confident are you thatcourse of the month, where they stand in relation to

the year’s work plan which had been agreed, and you have a robust estimate? What other
uncertainties may there be waiting to be discovered?how the cost side of the equation is progressing. I

believe we have made very significant progress in Sir Anthony Cleaver: I will ask Ian Roxburgh to
that time in developing that relationship. comment in a little more detail on those points in a
Dr Roxburgh: We are a learning organisation. We moment. First, I comment that clearly the legacy
have been around coming up for one year now ponds and silos at Sellafield and the shaft at
formally. Along with UKAEA, we have been trying Dounreay are the highest hazard areas in the sites for
to work out how we get on together. We set ourselves which we are responsible. As you would expect, we
the task of becoming an intelligent client, with have said that priority must be given to
UKAEA and BNG being our primary original understanding as well as we can exactly what is the
contractors. During that period, we have deployed situation in each of those cases. In both cases,
our staV quite extensively throughout UKAEA sites significant work has been undertaken in the course
so that we can understand the nature of the assets of the last year which gives us a much better picture.
and hazards that we have inherited and that they are To say that we have fully detailed characterisation in
looking after on our behalf. At the same time, we either of those two cases I think would be premature.
have been trying jointly to evolve reporting formats Dr Roxburgh: We have a major project underway
which give us the information we need actively to driven by our engineering director called our Life
manage those sites and to move funds around from Cycle Baseline Improvement Project. That is a
sites which, for whatever reason, cannot consume slightly Orwellian term because at the moment
them to sites which can. I would characterise the “improvement” tends to suggest higher cost. We are
year as being one of great success in that sense. We picking up on your very theme and that is actually to
have come close together and there is a real sense of get into every little dark corner and find out exactly
trust now between the NDA and the United what is there. We have also been re-examining all the
Kingdom Atomic Energy Authority, and at the handshakes, as we call them, between the various
same time we have been encouraged to see them sites. It has been a little bit too easy in the past
partner with CH2M HILL and AMEC to bring on perhaps for a site to assume that part of its hazard
board new management skills and expertise. They will be taken to another site. They take it oV their
have also been quite brave in approaching a books but there has not always been a matching
restructuring at Dounreay in terms of the senior entry in the receiving site’s books, and so we have
management there. I think it has been a very tried to tidy all those sorts of issues away as well. I
productive year all round. think it is probably fair to reflect, looking ahead,

that we would expect one of the first tasks of our
chosen contractor when we come to compete is toQ41 Mr Weir: Our predecessor committee
look again at what we believe is at the site to confirmrecommended that one of the NDA’s first tasks
that so that we have a positive base which isshould be to make an independent, authoritative
corroborated to move away from.assessment of the civil nuclear liability. Have you

been able to make such an estimate and, if so, what
is it? Q43MrWeir: Following on that, how confident areSir Anthony Cleaver: We have made a start on doing

you that if you are putting decommissioning out tothat. I think the committee may remember that in
tender—and presumably that is how you are goingthe course of the year we put out for consultation our
to do it—you can get a robust tender when there is sofirst draft of the strategy. In the course of doing that,
much uncertainty about what actually will be foundwe published the results of adding up the estimates
once you get on site?of the lifetime costs on each of the sites. That, if you
Dr Roxburgh: One of the processes that we will belike, was the first such approach. Since then, we have
going through when we come to compete is that wecontinued to work with each of the sites. We have
will not just be looking at exactly what we have at thecontinued to estimate the cost as best we can. We
site, though obviously wherewe know, we will reflecthave reached a further estimate of the likely cost,
that in the bid documents; we will be looking at thewhich is part of the strategy that we have submitted
track record of companies that have gone intoto Government for their approval. Unfortunately,
comparable situations and applied innovativeas I think we informed the committee, the timing of
thought and original approaches first of all tothis particular hearing is in the week in which we
finding out exactly what it is there, and, secondly, tohope to receive approval from Government on that
show the most radical way to deal with that in a safestrategy. We are unable, I am afraid, to go into some
and sensible way to reduce costs and accelerateof the details of that. You can be assured that a
decommissioning. It is that overall skill base that wesignificant amount of work has gone in the course of
will be looking for. You are quite right that there willthis year, both on our behalf and on behalf of BNFL
be uncertainties, and that is the way we willand UKAEA, to further our understanding of what
address them,the costs are and will be.

Q44 Mr Weir: Are you telling us that these tendersQ42 Mr Weir: Given some of the uncertainties that
are going to have an open-ended cost on themhave arisen in decommissioning to date, and

particularly uncertainty about what is in certain because of these uncertainties?
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Dr Roxburgh: They will not have an open-ended cost the last month of the year and we will then need to
audit those numbers. We believe that we will haveon them, no. We will look to those advising us to give

us a fair estimate of time and cost that we would use exceeded the original plan.
as our benchmark when we consider the proposals
that others bring to our table as part of the bidding Q48 Mr Clapham: Sir Anthony, could I just look at
process. the PSA target? I am looking at your submission in

which you say: “As part of the 2004 Spending
Q45 Mr Wright: You mention the draft strategy Review, DTI and HM Treasury agreed three PSA
which is in the hands of Ministers at the moment. targets for the NDA.” I notice one of the targets, and
You say that in this it is quite clear that your budget it is the one that I am interested in, is to reduce your
between 2005 and 2008 is £2 billion per annum but total liabilities by 10% by 2010. How do you intend
that a relatively small proportion of the funds are to go about that? Is it going to be in terms of volume
currently spent on decommissioning. You go on to or will it be in terms of value? As we do not know the
say, “. . . we need to work with our contractors to total figure for liabilities, how do you intend to judge
find ways of spending a greater proportion of our whether we are on target or not?
budget on actual decommissioning and clean up Sir Anthony Cleaver: I will ask Ian to comment
activity rather than on, for example, overhead perhaps in more detail in a moment. That target was
costs”. Can you give us a rough approximation of to be set against the baseline in 2008. This is very
the spend on decommissioning; the spend on current much work in progress at the moment. The work
clean up; and the spend on overheads? that we were describing earlier to establish that cost
Sir Anthony Cleaver: Obviously there is a question of base is absolutely essential so that we know what we
definition in some of these areas. Roughly, speaking, are working on. Again, as you have rightly suggested
if you look at the draft annual plan that we I think, there will be some balancing to be done
submitted to Government for the relevant year, there. Should we be focusing everything that we can
within that £951 million is for decommission and on the highest hazards on the basis that that is where
clean up.1 Of course, within that in turn what we are the greatest concern is, that could mean that very
covering is the safe maintenance of all of the sites. little was done on a number of the other sites. I think
The amount that is actually spent on cleaning up, most people would feel that was not acceptable.
demolishing buildings and so on, will be one element Again, we are going to have to achieve a balance in
of that, but on all the 20 sites we have to make sure what we actually set out to do.
that what is there is safely looked after and Dr Roxburgh: Because of the inherited 2008
maintained for the period until such time as it can baseline, we have instigated the Life Cycle Baseline
finally be decommissioned. The rest of the money is Improvement project to get us as good a picture as
spent essentially on keeping running the various we can by 2008. At the same time, we are measuring
operating assets that we have, the four Magnox our performance on two key indices: one is cost
stations, the plants at Sellafield, THORP and SMP performance and the other is scheduled
and so on. That is the rough spread. performance. In an ideal world, we want a CPI

greater than 1 so that we are actually doing the work
Q46 Mr Wright: Can I take it then that you for less than we budgeted, and we would want a
yourselves are disappointed with what you have schedule performance indicator of greater than 1 so
actually achieved in terms of clean up at the that we are actually doing more work than we set out
present time? to do. The problem with that is that you could be one
Sir Anthony Cleaver: No, I think we feel that we have hundred% eYcient at doing the wrong things and so
made significant progress in the course of the year, for each of our sites we are in the process of
but we think that is where the focus has to be. We calculating as best we can a hazard index, in other
were set up as a decommissioning authority and our words, stacking up all the hazards at each site, and
objective is to spend as much of the budget as we can then we will have a hazard curve and we will look to
on active decommissioning as soon as we can. At the reduce that hazard over a number of years. It would
same time, of course, as I have said, we have for be that which we would be looking to drive down
example some particularly high hazards and we have because that is ultimately what the output is; it is
to focus on those and what we can do to deal with hazard reduction at the early stage followed by
those as early as possible, so there is a balance to be decommissioning.
achieved.

Q49 Mr Clapham: How many sites does thatQ47 Mr Wright: Are you on target for what you include?were anticipating you would achieve this year then? Dr Roxburgh: Twenty.Sir Anthony Cleaver: We are satisfied that we have
made the sort of progress we were looking for. We

Q50 Mr Clapham: Those are advanced gas cooledset an objective to our contractors that we should
reactors sites as well?achieve roughly a 7% reduction in costs over the
Dr Roxburgh: No. Our relationship to Britishoriginal plan. At the moment, it looks as though we
Energy is a simple one. The British Energy sites haveshould be able to achieve that. Obviously we are not
a single fund called the Nuclear Liabilities Fund,quite at the year-end; we do not have the reports for
and 65% of the free cash flow from British Energy
under the restructuring programme is swept into1 Note by witness: this figure should read “around £960

million”. that fund to pay for the decommissioning of the
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AGR stations in due course. In the unlikely event or Q53 Chairman: On the PSA targets, your
requirement is simply a 2% eYciency gain from thein the event that that fund is not adequate, the

Secretary of State stands behind it. On behalf of the year 2006–07 but your annual plan promises an eye-
watering 7% in 2005–06 and 5% in 2006–07. YouSecretary of State, we impose the same life-cycle

baseline discipline on the AGR stations and they can oVered up those figures yourselves. How can you
deliver such substantial gains, and, given you havespend no money from the Nuclear Liabilities Fund

without our say-so. In eVect, even though we are not only been around for a year, what is the baseline on
measurement gains?responsible, we are applying just the same day-to-

day disciplines to that as we apply to our own 20 Dr Roxburgh: Perhaps I could explain the
sites. background? The 7% for this year is the 2% eYciency

saving which I wanted the industry to deliver early
for all sorts of reasons. I wanted to be able to say atQ51 Judy Mallaber: From what Sir Anthony said, I
the end of the financial year that we had covered ourtake it you are not just going for the easiest way of
own overhead for the year and our start-up costs. Igetting your 10% reductions; you have other criteria
wanted the industry to understand that the worldas well. Out of interest, could you achieve that 10%
really had changed. I wanted to start to buildreduction just by removing the contaminated topsoil
confidence within my emerging team that they couldat the sites or have you got to do something more
make a diVerence. Under the PSA target, we do notcomplex by way of decommissioning?
just have to make a 2% saving; we also have to saveDr Roxburgh: It has to be something far more
the fee which we pay the contractors forradical than that. We could not do that in any event
performance. In the current year that is 4.4%. Beingbecause until most of the building has gone, we
a rather miserly individual, I rounded it up rathercannot actually get at much of the contaminated
than rounded it down. As the Chairman hasland. All we can do in the interim in many cases is
indicated, we are on track to make that 7% savinghave a good monitoring wall or networks around the
this year. We have already set out our stall for nextsites to make sure that nothing is actually leaking
year, which is asking I think for 6.49%, which is thefrom the sites to outside the licensed area, or indeed
fee plus the 2% which gets to that calculation inprogressing downwards towards water tables.
various ways. Clearly, year-on-year compound isContaminated land is a later operation.
going to become more diYcult but certainly in these
early stages, there is low-hanging fruit to be shaken

Q52 JudyMallaber:What sort of things do you have out and there are some radical restructuring
to do to reach that 10% target? proposals which can be undertaken. I am confident
Dr Roxburgh: Our key issues are the legacy ponds in the early years. I will need to come back in four or
and silos at Sellafield. You have probably heard of five years’ time and look again to express the same
the infamous B30. It is an open tank; it contains an confidence.
awful lot of sludge which is decomposed fuel. I hate
to say this but many of the current problems with

Q54 Mark Hunter: On the same point, I think whatB30 date back to the miners’ strike when they were
some of us are struggling to understand is that iftrying to keep the nuclear power stations running. It
your incumbent contractors are as ineYcient asalso contains an awful lot of debris. One of the first
these expected gains imply, why is it that they arethings we have done is ask for that material to be
being given bonuses under the incentive scheme?characterised far better than it has been in the past.
Dr Roxburgh: You have got to understand that thisWe now have a fully digitised map of every skip and
is an industry that traditionally has done what it wasevery piece of material in that tank. We have recent
asked to do. It was asked to win the Cold War. It wassurveys showing the depth of the sludge, and
asked to design nuclear power stations. It hasincidentally there is probably 50% more material in
operated those stations, the Magnox stations, for 40there than anybody envisaged.2 That tank has a
years, as far as I know without killing anybody, andnumber of cracks in it, as is well known. It is very
it has operated eYciently. The world has changed.much our number one priority to get that material

out, to get it into a passively safe form, and a new They have now been asked a new question, which is:
stainless steel tank is being constructed and various can you carry out decommissioning, please? They
routes to remove that material into that tank are are enormously complex businesses without
being explored, even as we speak. We also have at individual cost centres. It has taken them time to
Sellafield about 1,500 cubic metres of highly active actually get those cost centres in place, to start to
liquid. This is the residue of the AGR and Magnox gear up to answer this new agenda, and clearly in
fuel reprocessing. That liquid has to be turned into these early days there are possibilities for cost
glass and then contained within spun stainless steel savings. Once we get the competition under way, I
containers and then put in high security, ventilated would expect quite radical savings. Rather than
vaults. We are very keen to see that backlog of saying that 7% is really rather clever, I suspect in
material come down steadily as well. Our initial three or four years’ time we may look back and say
emphasis is very much at Sellafield on the high that we could possibly have done better.
hazard materials and, to a lesser extent, the high
hazard liquids that exist at Dounreay.

Q55 Mark Hunter: That does not really answer the
question as to why the contractors are being given2 Note by witness: this figure should read “20% more

material”. bonuses now.
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Dr Roxburgh: Let me come on to that. I am you foresee there and does the private sector take
any of the risk factor when it comes to the PFIconscious that during the run-up to the NDA’s

creation a phenomenal workload was placed upon scheme?
Sir Anthony Cleaver: I think actually that may havethe incumbents to re-license their sites, to prepare for

us, and basically to change much that they were been less than brilliantly expressed in the Draft
Strategy if that is the impression it has given. I thinkdoing. At the same time they had to carry on doing

their day job. We asked for this 7% a year early. Part we were anxious simply to point out that we wanted,
when we come to let the contracts, the contractors tothe way through the year we thought they had a very

good chance of actually achieving it but we wanted be as innovative as possible. If that were the sort of
approach that they found helpful in responding asto give them every reason to achieve it because it is

very much in the taxpayers’ interests to save £140 competitively as possible, then that would be
possible. We are not specifically looking for PFImillion and perhaps spend £20 million on special

bonuses to get it. That seems to me to be good schemes or that particular approach.
business. I also wanted to say thank you for what has
been a very diYcult period for those companies prior
to our arrival, and they have certainly responded
very aggressively to our agenda since we came. It

Q59 Mr Clapham: Sir Anthony, BNFL alsoseemed a small proportion of what we have actually
transferred to you assets as well as liabilities. It hasachieved to share back with them.
always been part of the Government’s plan that
those assets would contribute to your income, for

Q56 Mr Bone: I want to touch on financing and the example the Magnox stations, THORP, MOX and
Segregated Fund and the Segregated Account. Our Sellafield. Does that contribution meet what you
predecessors were very much in favour of the fund anticipated for example for 2005–06 and is that
and you seem to have finished up with the account. likely to continue for 2006–07?
You have the Nuclear Decommissioning Funding Dr Roxburgh: For the current financial year, it has
Account. Is that going to give you problems when been swings and roundabouts. On the one hand, as
you have long-term contracts to negotiate, given you know the THORP plant failed on 18 April. The
that people might worry about the Government’s Sellafield MOX plant, whilst now delivering fuel, is
commitment? not delivering it quite as quickly as we might have
Sir Anthony Cleaver: Obviously that is something hoped, and we have lost one unit at the Oldbury
that, in a sense, will be tested when we actually put power station because of graphite embrittlement.
the contract out to the market. Our intention in each But, on the other side, our other power stations have
case is to discuss with the contractors well ahead of exceeded our expectations of them to generate
time what we are planning to do, to get their capacity over the year, and we have also had the
feedback and to understand their concerns. I think it benefit of a very robust electricity price. We will
is quite diYcult. It is not up to us in a sense to re-visit actually end the year more or less where we started,
that funding decision that was taken before we were albeit there are some quite marked swings within
created. Our job is to manage within it. I think, at the that. Looking to next year, we anticipate a total
same time, it is the same as happens in other spheres, income in the order of £1.2 billion, and so we see
in defence for example, where people take on long- hopefully our good fortune continuing. We put a lot
term contracts and it is possible for the Chancellor of emphasis on maximising the receipts that we get
in future years to take a diVerent view of the budget because clearly this is money that we would
and things may change. We have had extensive otherwise not have for decommissioning.
discussions with the likely contractors in the future.
There are, as I think our colleagues at UKAEA said,
only a handful of companies that are really likely to
take on tier one responsibility on this sort of scale.
That has not been a particular concern that they Q60 Mr Clapham: What about Dungeness and
have expressed so far. Sizewell A? You were expecting to terminate their

commercial input by December 2006. Is that likely
to happen? Then there are the two other units asQ57 Mr Bone: You are implying that that would be
well. Do you have a schedule for when they are likelya commercial risk that they would have to accept. It
to complete?does seem a shame, in a way, that the Government
Dr Roxburgh: Yes, we have inherited a schedule forhas given you less independence perhaps than it
all of the sites. As you say, Dungeness and Sizewellcould have done by this mechanism.
will cease generation in 2006, and Oldbury in 2008Sir Anthony Cleaver: I do not know that I have a
and Wylfa in 2010. Wylfa is the one station whereresponse to that, frankly. We were set up with a
there might be a diVerence. We have picked up thatparticular arrangement and our job is to manage
the actual safety case for Wylfa expires in Decemberwithin that arrangement. We have not found that
2010 but the original closure was planned for 31has presented a diYculty to us so far.
March. We are currently exploring whether or not
we can take advantage of that additional nine
months under the safety case to get nine monthsQ58 Anne MoVat: On the financing of the clean-up,

we see that the Draft Strategy proposals are going more generating capacity out of Wylfa, and it would
be very helpful if we can.down the route of PFI schemes. What problems do
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Q61 Mr Clapham: In terms of your view with Q66 Chairman: It is operating commercially, is it?
Dr Roxburgh: Yes.regards to Wylfa, if you were thinking in terms of

that extra nine months, does that mean that you
have got to go to the Nuclear Installations

Q67 Chairman: On THORP there is a pipelineInspectorate?
failure. What is happening there?

Dr Roxburgh: We need the regulator’s approval, yes. Dr Roxburgh: the NII have issued a schedule of
improvements that they would wish to see in place,
some procedural and some actually physical worksQ62 Mr Clapham: In terms of the income that you
to the plant. The current programme is that theyare receiving from the Magnox stations, once that
should be completed by late summer and we verycomes to an end, do you anticipate that the Treasury
much hope that the plant will come back on line.will fill the gap or do you have other commercial
Indeed, it is very much our desire that it should doventures which may well fill the gap?
so.Dr Roxburgh: We own the Springfields fuel plant,

subject to what may happen in the Energy Review.
They may continue to have a future producing not Q68 Chairman: And there are commercial
just more fuel for the AGR stations in their extended contracts let?

Dr Roxburgh: There are indeed, yes.life; Dungeness B you will recall has had its life
extended five years unconditionally and 10 years
conditionally. There may be possibilities of

Q69 Chairman: How long will those keep on going?enhanced income there, but in general you are Dr Roxburgh: Until round about 2010.absolutely right: our main plants will have gone by
2010—that is the four Magnox stations—unless
there are new contracts for THORP, and that is a Q70 Chairman: You said that in line with the views

expressed by the Draft Strategy you plan to discussmatter for Government, in probably 2010, but with
the long-term future of THORP with thea little bit of luck SMP may well be firing on more
Government. What is the long term?cylinders then than now. What we need to
Sir Anthony Cleaver: THORP has contracts forunderstand is that whilst we have had £1.2 billion of
foreign fuel. That foreign fuel, if it is notincome posted for next year, the actual cost of
reprocessed, would have to be returned, and theregenerating that income is itself in excess of £1 billion.
are all sorts of technical and Foreign andThe actual P&L benefit, the marginal benefit, of
Commonwealth OYce implications in that. In theoperating some of these assets is not as obvious as
first instance, we would want to see that foreign fuelsome people might say. Whilst we lose the income,
reprocessed and again the income from that andwe also lose, over a period, much of the fixed cost. It
avoid problems that arise if it was not reprocessed.is not quite as traumatic as some might imagine.
After that, it is a matter of how we deal with the
AGR fuel. We are exploring all the possibilities at
the moment as to a final disposition. That AGR fuelQ63 Chairman:What did you hope to fire on all four
at the moment is reprocessed because that is thecylinders?
most stable way to manage it in terms of storing itDr Roxburgh: The SMP is the Sellafield MOX plant.
long term. There are other possibilities. Quite what
the decision will be I do not know at this stage. What

Q64 Chairman: That is very good because that is I can tell you is that any new contracts for THORP
are the decision of Government on our advice; theywhat we want to move to next. You hinted at MOX
are not our decision alone.and THORP. Let me just pin you down a bit on

MOX and THORP. What is the current situation on
MOX? Your annual plan says it is going to be some Q71 Chairman: Is THORP a loss leader for you
time before you actually start operating then?
commercially. Are there any contracts? Dr Roxburgh: On the face of it, no.
Dr Roxburgh: The good news about the MOX plant
is that it is now producing fuel of real quality

Q72 Chairman: So it is contributing net income?acceptable to its customers. The first assemblies have
Dr Roxburgh: Yes.actually been loaded and are being burnt and they

are performing to specification. In terms of the
overall production from the plant, it is too early to Q73Chairman: I am getting very short answers here.
say; it is still being commissioned and there are still You are being unusually brief. Is there a reason for
bottlenecks being worked through. As I say, such this brevity?
fuel as is being produced has been of quality. Dr Roxburgh: No. I thought you would appreciate

concision.

Q65 Chairman: Do you have any contracts for
MOX? Q74MrWeir: In view of these various questions, are
Dr Roxburgh: Yes, we have contracts which are you still sure that commercial operations will make
currently being completed at the moment. Hence, up approximately 50% of the NDA’s income in

2006/07?the fuel is being delivered to those utilities.
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Dr Roxburgh: Yes. The figures are in our draft plan together—regeneration plans if you like—for each
of those communities so that we can again see waysand I can repeat them. I have them in front of me.

The projected income for the coming financial year in which it may be possible for people to be
redeployed, for example, when certain types ofis £1.2667 billion. The cost of actually deriving that

income is £1.1504 billion. employment cease. We were also anxious to take the
opportunity that we believe accelerated
decommissioning gives in this context. Again, weQ75MrWeir:You talked earlier about income from
still have work to do in that context in terms of bothgeneration of the Magnox stations. As I recall from
the financial side, and of course we await thethe Energy Act, there is a great deal of concern about
outcome of the Committee on Radioactive Wastethe apparent contradiction of the decommissioning
Management for an ultimate destination for theagency running power stations. Given that if I have
waste. Assuming satisfactory outcomes on bothunderstood you correctly it does not bring in that
those fronts, then the ability to pull forward themuch money, would it be your intention to shut
decommissioning of the Magnox stations anddown these stations reasonably quickly or is it your
accomplish the whole task in a 25-year period has aintention to keep them running?
major beneficial impact on smoothing theSir Anthony Cleaver: The plans that we have
employment curve in each of those locations. Thereinherited have a finite life for each one of those
are significant opportunities where I believe we canstations. You may remember that in the Energy Act
assist the socio-economic aim but at the same timewe are also given responsibilities for example for the
also do a better job in straightforwardsocio-economic impacts of what happens on those
decommissioning terms,sites. In each of those communities, the employment

anticipated in operating those plants is there at the
moment. They know the time when that is likely to Q77 Mr Binley: I want to talk about skills in the

nuclear industry. It is generally acknowledged, ascome to an end. I think there will be considerable
impact if one were to close them down earlier than you will appreciate particularly, that with the ending

of fission research, the nuclear industry has notpreviously planned. We are trying to balance the
various requirements put upon us. We do get the attracted suYcient young scientists. There are real

concerns about the age profile of the industry. Givenbenefit of the income and the income does more than
cover the costs, so it is not impacting on us in that there is a skills shortage, are there enough companies

with expertise to produce real competition for thesense. I think our responsibility now is to try to
ensure that in each of the cases we meet the agreed clean-up contracts that you will be tendering?

Sir Anthony Cleaver: Yes, I think all the evidence isclosure date which everybody understands and we
ameliorate where we can the impact that will have on that there is huge interest in fact internationally in

the work that will be available. I believe they do havethose communities.
suYcient skills in the short term. Again, remember
that the vast majority of the people on the sites willQ76 Mr Weir: What weight is the socio-economic
remain. It is the management tier that will changeimpact given in that decision? Obviously in some
when we complete the contracts.areas the station could be and very likely is the major

employer. Closure of the station will have a major
impact. As a decommissioning agency, your Q78 Mr Binley: You also suggest that there is

international resource. Is there UK resource? Oneprincipal duty is presumably to decommission these
stations. You also have the socio-economic aspects. would hope that money would perhaps be

channelled back into UK industry?In what way does that impact on the timescale?
Sir Anthony Cleaver: It is one of the things that we Sir Anthony Cleaver: Absolutely, and I will ask Ian

in a moment to describe a number of things that weconsider at each site. At each of the sites we have
established a site stakeholder group so that we have have been doing to address the skills issue. I think

the issue is not an immediate issue in terms ofdirect input from the local community. Those are
now independent groups, normally chaired by a nuclear skills. In fact, the areas where it is more

diYcult in some cases to find expertise are very muchlocal councillor or somebody of that nature,
somebody not related directly to the industry. We more at the craft level and in project management

and so on in the short term. You are absolutely righthope and believe we are getting valid input from
them. We try, as a result of that, to understand what that the age profile for the industry in nuclear terms

is well up into the 50s, and that is the thing that wethe impact would be. We also have a relationship,
particularly at the major sites, with all the local have to address. We have to get more young people

coming in and there is a range of things that we haveauthorities, the local MPs, the regional development
agencies, the Scottish Executive, and so on. We try been doing in that area. I would like to ask Ian to

pick that up.to workwith them to find ways in which we can assist
in limiting the impact and, where possible, achieving Dr Roxburgh: Could I put a bit of background to

this perhaps? You have probably picked up that oura sensible transition. I think you were hearing earlier
from the UKAEA some of the things that they have preference would be to decommission the Magnox

stations over, say, a 25-year period rather than thebeen doing up in Caithness. We are very keen that
that sort of thing should continue. Perhaps the most 80 to 110 years that we inherited. We will wait to see

what the Secretary of State has to say about that.important thing that we have been able to do in the
case of both Caithness and West Cumbria is to help One of the reasons for doing that is to generate a

better skills profile. Under the existing model, jobsfund socio-economic plans that have been put
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are more or less steady for 10 to 15 years after which Dr Roxburgh: I do not see why not. The local
community are very keen to host it. I would like towe fall oV a cliV. If you go out 30 odd years or so, you

get a small blip when somebody builds a repository. think that they will reflect that in their planning
committee.You then go out another 50 or 60 years and you

climb a cliV when you come back to actually
decommission the reactors which you have left in a Q81 Mr Binley: How are you working with the
safe store condition some 80 years previously. Quite gentlemen sitting behind you on this particular
clearly, in that interregnum, the skills that you need exercise? One assumes there is some mutual
have basically died; they have gone. By approaching interest there.
a 25-year programme, you pull that cliV of 80 years Dr Roxburgh: Very much so and, as I say, there is a
out and append it to you your cliV 15 years out and hub that will be based up in the north-west of
you can actually get a good steady 30 years of Scotland of the Nuclear Skills Academy.
employment. You can say to a young apprentice or
to a young graduate, “Rather than being the basket Q82 Chairman: Can I be clear about what the
case of the British industrial sector, we are probably diVerence is between the Institute and the Academy?
in one of the very few areas that can oVer you a They are both near West Cumbria.
lifetime’s employment provided you are prepared to Dr Roxburgh: The Institute is very much the upper
be flexible in moving around the country”. The 25- echelons of university research, Masters degrees and
year programme has a skills element to it and I think PhDs, that type of approach. The Nuclear Skills
quite an important one. More immediately, we have Academy is more the craft skills, NVQs. I should say
come to an arrangement with the Dalton Institute at that we are also talking to a number of business
the University of Manchester to establish a new schools with a view to enhancing generally what is
Nuclear Institute in West Cumbria and that will called project management and cost control and
look at the PhD and Masters end of the spectrum. At scheduling expertise amongst graduate engineers.
the other end of the spectrum, we are working very
hard with Cogent to establish a Nuclear Skills

Q83 Chairman: It is true that the clean-upAcademy, which will provide—through existing
programme you are engaged on will depend veryinstitutions but it will be a co-ordinating body with
heavily on United States engineers and expertise ashubs all around the UK including Scotland, the
well to supplement the British skills base, such as itNorth-East, South-West and South East—the basic
is?apprentice and technical skills that we need. There is
Sir Anthony Cleaver: I think it will depend on thea great deal of work going on right across the
very best skills that we can find anywhere in thespectrum.
world. Obviously there is a number of companies in
the United States that have expertise in this area and

Q79 Mr Binley: Can I follow up on that very have been successful on a number of their sites.
quickly? You have told me what you expect the new There is obviously expertise in France in particular,
Nuclear Institution and National Nuclear Skills and they have already shown interest. Yesterday I
Academy to achieve. Can you tell us when you think had four delegates, if that is the right word, from the
you will start achieving? Secondly, can I ask about Japanese Government that came to see us interested
your relationship with regard to those very fine in whether there were opportunities for Japan. I
gentlemen sitting behind you from the other hope that we will attract to the competition the very
authority and how much you are working with them best skills that are available around the world. We
on this particular project? are delighted to see that the UK Atomic Energy
Dr Roxburgh: Both the United Kingdom Atomic Authority has already entered into a partnership and
Energy Authority and indeed the British Nuclear that is a partnership that brings together both skills
Group have very well-founded and long-established from outside the sector, those in the UK and specific
apprentice programmes. We continue to support sectoral skills from the United States. It seems to me
those through the contracts and encourage them in that is what we really need to apply to get the
that regard. In terms of the timetables, the Nuclear objective that we are all after.
Institute documentation will be signed by the end of
this financial year, so that is 31 March, and the Q84 Chairman: There is one last question from me,
agreements are all in place to guide that and that will unless my colleagues have any points they want to
be a £20 million joint investment. That will raise. You have already obviously taken over
commence next year. In terms of the Nuclear Skills BNFL’s sites and the assets and liabilities that went
Academy, the application will go in I believe in June with them but there is a delay in taking over the
this year, and hopefully that will be supported by UKAEA’s sites. Why is that?
Cogent. It certainly already has the support of the Sir Anthony Cleaver: It is simply a question of the
North-West Development Agency. Assuming that is sheer amount of work that was needed in terms of
successful, again we already have consultants getting all the legal documents assembled and
looking at the design of buildings and making signed, great piles of contracts, in order to ensure
planning applications on our behalf. Again, that that all the liabilities and so on passed correctly. In
should start in the next financial year. the case of UKAEA, both they and we are NDPBs—

that is what brings us here today—and both are
directly owned and funded by Government andQ80MrBinley:Do you really think that will be done

that quickly? therefore there was not quite the same urgency as
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there was in the case of BNFL where we are dealing companies. The requirement is ultimately that there
be an organisation that can compete for sites on thewith at least a semi-commercial organisation to

make that transfer. It is planned for April next year basis on which we choose to compete.
Chairman: Thank you. I think that completes ourand that will be in time for the authority then to be

able to put in place the appropriate licensed questioning, gentlemen. I am most grateful to you
for your time.
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Written evidence

APPENDIX 1

Anglesey Aluminium Metals Limited

Introduction

1. Anglesey Aluminium Metals Limited (AAM) welcomes the opportunity to respond to the Trade and
Industry Select Committee’s Inquiry into the Work of the Nuclear Decommissioning Authority (NDA) and
the United Kingdom Atomic Energy Authority (UKAEA).

2. AAM is a company operating an aluminium smelter in North Wales. Located at Holyhead, the smelter
has been operational since 1971 producing 145,000 tonnes of primary aluminium annually in the form of
extrusion billet, rolling slab and ingot. Customers for the aluminium are situated throughout the UK and
Europe.

3. To compete in the world market, it is essential that AAM have access to competitively priced and
reliable supplies of electricity. Electricity is a feedstock into the electrolysis process and is the largest cost
within AAM’s cost structure, representing in excess of 35% of AAM’s total costs.

4. Historically AAM has close links with Wylfa Nuclear Power Station, both facilities started production
in 1971 from their sites on Anglesey at Holyhead and Cemaes Bay respectively. Wylfa was the last and
largest Magnox reactor to be built and it has announced that it is due to cease operations and commences
decommissioning in 2010.

5. AAM is one of the largest private employers on the island; the business is key to the Anglesey economy.
AAM and Wylfa account for over 1500 well-paid high quality jobs.

The NDA Decommissioning Strategy

Implications for AAM

6. The NDA Draft Strategy proposed that the Wylfa power station should cease generating in 2010. The
case and timescales for the decommissioning of Wylfa Nuclear Power Station were outlined prior to the
establishment of the NDA in April 2005. In relation to Wylfa. The NDA’s draft strategy stated that “The
closure date for the site is subject to change by the Government, but the NDA does not plan to recommend
any extension.”

7. AAM currently has a contract with Magnox Electric for the supply of electricity at a fixed price up to
30th September 2009. The contract has significant benefits for AAM: a guaranteed price for electricity
(which accounts for 35% of AAM inputs) and the direct connection with Wylfa avoids transmissions user
charges (in excess of £4 million pa). Given that AAM’s products are traded on the commodity markets,
access to competitively priced electricity is vital for its continued operation.

8. Electricity prices in the UK are currently at record highs, and are not anticipated to reduce significantly
until 2008. There is therefore much uncertainty on AAM’s future. However the closure of Wylfa and the
subsequent increase in AAM’s cost base due to transmissions charges could make aluminium production
uneconomic.

9. AAM is highly dependent on Wylfa for energy and has a direct line feed into its site from the power
station. The Holyhead smelter already faces some of the highest energy costs of aluminium smelters on a
worldwide basis and the decommissioning of Wylfa is likely to lead to an increase in both the unit cost of
electricity for AAM and the transmission user costs of taking energy from the national grid. Closure of
Wylfa and hence reliance only on the national grid line crossing the Menai Straights also brings concern
on security of supply as the aluminium smelting process is not tolerant to extended outages of more than
two hours.

Implications for Anglesey

10. AAM has undertaken a feasibility study for a gas fired combined cycle power station on the Island.
The economics of such a project is highly sensitive to gas and carbon dioxide prices. Current projections
suggest that electricity prices from such a project would not support an aluminium smelter over the medium
term. This may change by 2012. An extension of Wylfa by a minimum of two years would enable AAM to
fully explore all available options.

11. Anglesey is one of the most economically disadvantaged areas of Wales with low levels of economic
activity and very low levels of income per head. The island is losing its economically active population with
young people moving out and in-movement of older people. In 2002 the Gross Value Added per head on
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the Isle of Anglesey area was estimated at £8,133 or 68% of the Welsh average and only 53% of the UK
average. Furthermore, the island area generated the lowest level of GVA per head recorded by any other
region in the whole of the UK1.

12. The continued operation of Wylfa until a new nuclear power station was built together with the
continued operation of AAM would provide a robust economic platform for the island and Government
should seriously consider the continued operation of Wylfa.

Implications for UK Energy Policy

13. The timescale for decommissioning would have been considered in the context of low electricity prices
and a high level of supply security and with the UK well placed to meet its Kyoto Greenhouse Gas (GHG)
targets. It would have also been considered without full knowledge of the social-economic impact of closures
on a remote area such as Anglesey. However, the current climate of high electricity prices, concerns on
security of supply and the potential for the UK to miss its Kyoto targets must make it highly relevant to
reconsider the decommissioning dates for operational facilities such as Wylfa Nuclear Power Station.

14. The continued operation of Wylfa, which generates 6.5TWh of electricity annually, would make a
valuable contribution at a national level through:

(a) Generating the same output as Wylfa with a modern gas-fired power station would consume 450
million therms of natural gas and produce 2.4 million tonnes of CO2.

(b) Helping security of supply issues and maintaining a downward pressure on electricity prices
through reduced reliance on natural gas and reduced demand for CO2 credits under the EU
Emissions Trading Scheme.

15. The latest2 figures for UK electricity supply in Quarter 3 (Q3) 2005 shows an increased reliance on
nuclear generation, with nuclear supplying 21.4% of UK needs compared with 19.7% in Q3 2004. Wylfa
would make an ideal site for a new 1300MW nuclear power station and was a proposed site for a PWR alone
with Sizewell and Hinkley Point in the 1980’s.

Implications for the NDA

16. The continued operation of Wylfa would provide an additional income to the NDA’s
decommissioning budget through increasing revenue by £162.5million per annum based on electricity
wholesale prices of £25 per MWh.

Conclusions

17. The NDA’s remit in closing productive nuclear power stations such as Wylfa needs to be reconsidered
in the light of both local and national interests.

18. This is a critical issue for AAM and the Anglesey economy. AAM submits that the NDA should
undertake a full economic and safety review with the aim of extending the life of existing operational
Magnox Nuclear Power Stations and that the capability to produce Magnox fuel rods should be retained
at Springfield pending that review.

19. Given the increased reliance on nuclear power generation and the Energy Review that was announced
by the Government in November 2005, AAM strongly believes that the life extension of existing operational
Magnox Nuclear Power Stations should be reviewed.

20. Any review to continue operation at Wylfa will also have implications for the fuel manufacturing
facilities at Springfield and reprocessing activities at Sellafield issues and the need to reduce radioactive
discharges by 2020 in line with the OSPAR convention.

21. Time is an issue given that elements within the Magnox fuel manufacturing process at Springfield are
scheduled to be complete by Spring 2006.

20 January 2006

APPENDIX 2

Memorandum by British Energy

1. British Energy has a multi-faceted relationship with NDA. Under the terms of our restructuring, NDA
act as agents for Government in administering the legal agreements which cover the funding and
management of British Energy’s nuclear liabilities. They control payment from the Nuclear Liabilities Fund,
which was established to cover British Energy’s nuclear liabilities and into which we make substantial
contributions. We have extensive commercial interests with NDA. They are the owners of Springfields site,

1 Source: OYce for National Statistics, Sub-regional reports, GVA per head 2001.
2 Energy Trends Dec 2005, DTI publication.
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on which we depend for the fabrication of AGR fuel. They are the owners of Sellafield on which we depend
for AGR spent fuel management services, and of the Drigg repository, on which we depend for the disposal
of Low Level Waste. In addition a number of our nuclear power stations are adjacent to NDA sites and
share the provision of certain services.

2. British Energy supports the overall mission of the NDA to enable the safe, cost eVective, accelerated,
and environmentally responsible restoration of the UK’s nuclear sites.

3. We are pleased to see the emphasis being placed on the resolution of radioactive waste management
issues and the new thinking that is being applied to an area where progress is overdue. We welcome the stress
on inclusive decision making and the commitment to openness and transparency. We recognise that the
focus of NDA will be on clean up issues at its sites, but note that it will inevitably be taking decisions that
will aVect the entire UK nuclear industry.

4. NDA is the owner of significant commercial assets, such as the fuel fabrication plant at Springfields
and the THORP spent fuel management plant at Sellafield, which are critical to the operations of the UK
nuclear fleet. In developing and implementing their strategy it will be important for NDA to ensure that the
requirements of the operational side of the nuclear industry are fully supported. In particular it will be
important to ensure that the NDA continues to maintain the commercial infrastructure and the skills base
to support a range of nuclear industry futures, which may include further plant life extensions, and the
potential replacement of the nuclear fleet.

5. We understand that NDA are planning to assess all the sites within their ownership and will consider
selling on assets that they believe are not central to their main business. It is vital that any disposal
arrangements recognise and retain the commitments made to provide services to the AGR power stations
for the duration of their operating lifetimes.

6. British Energy recognises NDA’s central mission to compete at least 50% of its sites by 2008, and
appreciates the focus that this will require in order to be successful. We share NDA’s hopes that this will
lead to a real diVerence in the rate of progress in clean up and the promotion of innovative thinking. We
particularly welcome NDA’s commitments to driving down the costs involved with decommissioning and
clean up of wastes created at a time when management techniques to reduce arisings were much less
sophisticated than they are today.

7. It is too early yet to determine the success of NDA’s performance. Initial indications are encouraging;
they have rapidly developed a functioning organisation and the recent strategy consultation demonstrates
welcome new and innovative thinking. For liabilities management the key success criteria will be the
implementation of the competition process and the measurement of the reduced costs and improved
productivity that are expected to result. But NDA have an equally important role as the owners of the
commercial assets at Springfields and Sellafield, and in maintaining the nuclear skills base which will be
critically important for the future of the nuclear industry in the UK. We believe the NDA’s success as an
organisation should be judged equally by the way in which the commercial assets and skills base are
maintained and their ability to support a range of nuclear industry futures.

8. We believe that the NDA has made a good start; successful prosecution of its work is important for
the industry to demonstrate that it is making progress on a key area of concern for the public. For current
nuclear operations, it is important that the NDA actions support continued operation of the secure, virtually
carbon-free generation which is a key component of the balanced generation mix in the UK for as long as
it can be safe and economic. For the future, Government have identified that a robust approach to
decommissioning and waste management will be one element that is needed to make replacement build a
real option for the UK.

APPENDIX 3

Memorandum by the British Nuclear Group

Background

1. The creation of the Nuclear Decommissioning Authority (NDA) to provide a focus on cleaning up and
decommissioning the UK’s nuclear legacy is something that British Nuclear Group wholeheartedly support.

2. On 1 April 2005 the NDA assumed ownership of a substantial portion of the UK’s civil nuclear assets
and liabilities and contracts were placed with British Nuclear Group and the United Kingdom Atomic
Energy Authority (UKAEA) to operate assets and manage liabilities until such time as full commercial
competition could be introduced.

3. British Nuclear Group worked with the NDA to develop challenging but eVective incumbent
contracts. The creation of the NDA has accelerated the development of stronger programme and financial
control over the capital and operating costs of nuclear sites. In addition we worked with the NDA to develop
Near Term Work Plans (NTWPs) and a Lifecycle Baselines (LCBLs). These documents set out details of
work that will be performed to operate, decommission and clean-up sites. The LCBL sets out the long-term
objectives for each site. The NTWP is an in-depth view of the next two or three years of the LCBL and sets
out a detailed plan of all activities which British Nuclear Group will perform in that period. The NTWP
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describes the scope and programme of services to be provided, analysed by category of service, the budgeted
cost of works scheduled (BCWS) per category, the assumptions and qualifications underpinning the BCWS
and the overall funding limit for the site. Developing detailed procedures to deliver programmes and
rigorous cost controls would have been necessary for the appropriate running of any project based company
and the creation of the NDA gave us the focus to prioritise this “transformation” work.

4. Prior to and since the NDA assumed ownership of BNFL’s sites and facilities, many British Nuclear
Group people who clearly have extensive understanding and experience of the issues and competing
priorities are supporting and assisting the NDA. Our experience of nuclear decommissioning and operations
is without rival in the UK and we look forward to continuing to deploy this expertise for the benefit of the
NDA in achieving its challenging objectives.

5. We are committed to ensuring that the activities funded by the NDA are carried out in a safe, secure
and environmentally acceptable way. Our goal is to carry out our programmes of work with the smallest
possible impact on the environment. Whilst value for money is, quite rightly, the focus of the NDA, safety
remains the key criterion by which the success of our industry will be judged.

Drivers for Creating the NDA

6. The Government had clear objectives for the creation of the NDA. Whilst BNFL and the UKAEA
had made progress in managing the nuclear legacy it was felt that the scale and nature of the task required
a much stronger and sharper strategic focus. The NDA was created with a specific remit to ensure the nuclear
legacy is cleaned up safely, securely and cost eVectively and in ways which protect the environment for the
benefit of current and future generations. In the White Paper ‘Managing the Nuclear Legacy: A Strategy
for Action 2002’, the NDA’s guiding principles are articulated as delivery to high safety, security and
environmental standards; best value for money; openness and transparency and competition so as to make
the best possible use of the best available skills.

7. British Nuclear Group is clear that the Government’s objectives are being carried forward eVectively
by the NDA with strong evidence of these themes being woven into contracts, Near Term Work Plans
(NTWPs), Lifecycle Baselines (LCBLs), performance targets and general oversight conducted by the NDA.

NDA’s Accountability

8. It is clear that there has been a ‘step-change’ in the approach to and the work now being conducted on
behalf of the NDA. Clear direction from the NDA as our customer allows British Nuclear Group to focus
purely on their priority of operations and clean-up without diverted by broader debates including that of
replacement nuclear build. We have also devoted time to explaining our changing role—from owner to
contractor—to a myriad of stakeholders and there is now a growing recognition of the focused approach
provided by NDA.

9. The Energy Act establishes a requirement on the NDA to prepare a strategy for carrying out its
functions; an annual plan for each financial year which must be submitted to, and approved by, Ministers;
and an annual report at the end of each financial year to be submitted to the Secretary of State and laid
before Parliament. In addition the NDA is, by its very nature, subject to the scrutiny of independent bodies
such as the Trade & Industry Select Committee. As an exercise in transparency of accountability this has
demonstrated to all parties the context in which the NDA is operating and the expectations placed upon it.

NDA Performance

10. British Nuclear Group recognises that the NDA is still less than one year old and so the organisation
is newly formed and not yet fully resourced. Nevertheless, within a relatively short period the NDA has
delivered a comprehensive draft strategy for public consultation which gives a clearer picture of its priorities
and intentions, enabling British Nuclear Group to better align with our customer’s expectations and direct
our skills accordingly. The strategy also articulates the NDA’s enthusiasm to substantially accelerate
decommissioning and clean-up. British Nuclear Group is responding to this direction by delivering plans
for eVective acceleration across the portfolio of sites it manages.

Value for Money

11. With the strategic focus accompanying the NDA on the priorities in UK decommissioning and clean-
up, British Nuclear Group has already delivered substantial cost and time savings in relation to the nuclear
legacy. These range from several million in the short term to potentially several billion pounds in the longer
term and directly benefit the UK taxpayer. So whilst it may be too early to conduct a clinical value-for-
money audit on the NDA, it is clear that the existence, approach and focus of this organisation have helped
to deliver substantial reductions in nuclear clean-up costs and timescales within its first year of existence.

12. In parallel to these tangible savings for the UK taxpayer, there are a number of broader benefits that
have been derived from the introduction of the NDA regime. Perhaps most notable amongst these is the
metamorphosis of British Nuclear Group from a traditional owner-operator of UK nuclear sites to a
company becoming a full player in the developing commercial clean-up market. This has been achieved
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through an innovative, fresh approach coupled with an injection of new skills such as programme
management, evolution of the supply chain, developing bid capability and customer focus. These skills
alongside the many talents that existed in the group are in the process of achieving a significant
transformation in the UK nuclear clean-up market place creating the commencement of a positive outcome
for the UK.

Conclusion

13. In summary, whilst recognising that the NDA remains a fledgling organisation, British Nuclear
Group has witnessed tangible benefits derived from having a single-minded customer for nuclear
decommissioning and clean-up in the UK. We believe that a clear framework of accountability and strongly
articulated priorities are already resulting in the delivery of better value for the taxpayer in terms of
operations, decommissioning and clean-up.

14. British Nuclear Group is determined to respond and adapt through innovation and with the
applications of our unrivalled skills, experience and perspective to release further value for the NDA in this
market—both reducing timescales & current cost profiles identified in the initial plans.

27 January 2006

APPENDIX 4

Memorandum by CORE (Cumbrians Opposed to a Radioactive Environment)

1. We are grateful for the opportunity to make this submission, and respond with the following comments
which are confined to the remit and activities of the Nuclear Decommissioning Authority (NDA) only.

2. CORE was formed in 1980 to oppose the transport of Japanese spent fuel through Barrow Docks en
route to Sellafield for reprocessing. Since then, the group’s remit has expanded to include all aspects of
BNFL (now BNG) operations at Sellafield and its other sites, but with a specific focus on reprocessing
operations and mixed oxide (MOX) fuel production.

3. The Select Committee will be aware that commercial operations at Sellafield, via the THORP and
Magnox reprocessing plant, are responsible for the production of large volumes of nuclear waste, plutonium
and uranium, and result in high levels of radioactive discharge to the local and wider environment. There
are acknowledged proliferation and transport risks, substantially increased since 9/11, particularly with the
plutonium-based MOX fuel process. There remain many unanswered questions about the health detriment
to workers and local communities from these operations at Sellafield.

4. CORE maintains that reprocessing and MOX fuel production in the UK is an uneconomic and wholly
unnecessary spent fuel management policy. At Sellafield, the Thermal Oxide Reprocessing Plant (THORP)
in particular has spectacularly failed as a “recycling” plant—its original justification—and has been
abandoned by its customers. Running four years behind schedule and now under an accident-led extended
closure, THORP’s operations can no longer be justified in either economic or environmental terms and
should be permanently closed.

5. The Sellafield MOX Plant (SMP), whose costs have escalated dramatically in recent years as a result
of basic design failures, is also running four years behind schedule and is unlikely ever to operate at anything
close to design capacity. Constructed primarily for the Japanese market, SMP has subsequently secured no
orders from Japan and, of the relatively small European order book, a number of European utility contracts
have had to be sub-contracted to European MOX fabricators because of BNG’s inability in getting the plant
to function properly.

6. CORE well understands the enormity of the task facing the NDA and fully supports the Authority’s
clean-up and decommissioning objectives. However, the retention of reprocessing and MOX fuel
production in the NDA portfolio is not and will not be supported by CORE.

NDA Remit and Commercial Operations at Sellafield

7. The NDA was established under the Energy Act 2004, and took ownership of Sellafield and the site’s
operations on 1 April 2005. The Authority’s remit is clearly defined as “to ensure the nuclear legacy is
cleaned up safely, securely, cost eVectively and in ways which protect the environment for the benefit of
current and future generations.”3

8. No reference to reprocessing or MOX is contained within the remit and it is clear that such operations
are wholly incompatible with a programme of clean-up. Neither operation can, on the evidence, be deemed
to be safe, secure or cost eVective. Their continuation under the NDA will adversely eVect the environment
via radioactive discharge, waste creation and materials stockpiling, none of which are of benefit to current
or future generations. Moreover, support for these operations will continue to raise questions in the public
mind as to the NDA’s genuine commitment to clean-up.

3 DTI, Managing the Nuclear Legacy, A Strategy for Action, 2002, Para 1.9, page 12.
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9. As if in recognition of the above, the case is now made by the NDA that the revenue from these
commercial operations is required to help oVset the costs of clean-up and decommissioning. We make
several comments in this respect:

10. Because of the incompatibility with the NDA remit and its unreliability, revenue from reprocessing
and MOX provide neither a desirable nor secure income stream. To rely on such revenue (as evidenced by
the current extended closure of THORP and failure of the Sellafield MOX plant) is a fundamental mistake,
a false economy and a gross misuse of taxpayers money. In a recent written submission, CORE has urged
the NDA to immediately explore with Government and other stakeholders a more reliable source of revenue
which better reflects the NDA’s clean-up and decommissioning objective.4

11. We note that in its recent submission, the Environment Agency (EA) has similar concerns, stating
that “we are concerned that continuing to support commercial operations could divert resource away from
this” (decommissioning and clean-up), and that whilst reprocessing supports clean-up activities “it may also
increase liabilities in the form of wastes which are generated”.5

12. Specifically we note the bizarre situation whereby as owners of Sellafield’s failing THORP and MOX
plant, the NDA is virtually impotent in terms of decisions on the plants’ future—decisions being taken by
Government instead. Relegated to an advisory role only, the NDA’s impotence is clearly contrary to the
claim that it “will keep management arrangements under review, making changes (CORE emphasis) where
there is scope for improving performance on the ground”.6

NDA Information and its Transparency

13. The NDA “will be publicly accountable for its performance and operate on an open and transparent
basis. It will be judges not only on its operational performance and cost eVectiveness but also on its ability
to command public confidence”.7

14. The experience to date on the level and transparency of information provided by the NDA has been
less than encouraging, particularly in relation to Sellafield’s commercial operations. Documents so far
produced by the NDA for public consultation purposes have been woefully “short on detail” on the financial
aspects of reprocessing and MOX operations. The paucity of information in these fields is such as to prevent
robust, detailed and well-considered responses being submitted by consultees.

15. The NDA’s reticence in providing information not only smacks of the historic over-use by British
Nuclear Fuels plc (BNFL) of commercial confidentiality, but also prevents any accurate measurement of
the cost-eVectiveness of the new Authority. To many observers, this perpetuation of confidentiality has
aligned the NDA more with its commercial contractors than with the taxpayer whose money is shoring up
these commercial operations, and has done little to boost public confidence.

16. On some occasions, more detailed information on commercial operations has been elicited from the
NDA via requests under the Freedom of Information Act 2000 (FoI). Such events, whereby requests are
met with a full response, are rare however and often accompanied by prevarication and buck-passing. On
others, the NDA has pleaded ignorance on matters relating to commercial operations with which, as owners,
it should be wholly conversant.

17. At the same time, and because it has failed to make its own assessments, the NDA continues to place
substantial reliance on commercial figures directly sourced from BNFL (THORP’s projected revenue £5.1
billion for example)—figures which have been shown in the past to be unreliable. This begs the question as
to why the NDA is even now unable to provide its own “account” of commercial operations given that its
forerunner, the Liabilities Management Unit (LMU) was specifically tasked several years ago to prepare
exactly this kind of information in order that the NDA would “hit the ground running” on 1 April 2005.

18. A sad reflection on this supposed new era of clean-up and decommissioning, blighted as it is by
continued reprocessing, is that many groups such as CORE are finding it necessary to wage increasingly
active campaigns against the NDA as well as against the commercial nuclear industry and BNG in
particular.

19. A further disappointment is that actions designed by the NDA to encourage Local Liaison
Committees to operate in an open and transparent way have met with limited success. Now generally
referred to as Site Stakeholders Groups rather than Liaison Committees, NDA site Groups operate under
widely diVering frameworks, there has been no standardisation of practice and, in some cases, suYcient
independence from site operators has not been forthcoming.

4 CORE submission to NDA Annual Plan 2006–07 consultation.
5 EA response to NDA Strategy Consultation, November 2005, Para 2.21.
6 DTI, Managing the Nuclear Legacy, A Strategy for Action, 2002, Para 3.6, page 26.
7 DTI, Managing the Nuclear Legacy, July 2002, Para 1.22, page 13.
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NDA—Nuclear Power and New-build

20. Public confidence in the NDA is already undermined by its involvement with Sellafield’s commercial
operations of reprocessing and MOX fuel production. A direct involvement in nuclear power and any
programme of new-build would further undermine public confidence in the NDA and generate a damaging
level of public mistrust.

21. As with commercial operations, an involvement in these issues is incompatible with the NDA’s
specified remit and would inevitably result in the diversion of vital resources away from clean-up and
decommissioning programmes. It would not represent proper use of taxpayers’ money and would create an
unnecessary conflict of interest.

24 January 2006

APPENDIX 5

Memorandum by John Crowden

I am a resident of Thurso on the North coast of Scotland near the Dounreay nuclear site. I am the
chairman of the Castletown and District Community Council, which tries to look after the items of interest
to our area, and issues that concern the local community.

I welcome the opportunity to make this submission to the Trade and Industry Select Committee Inquiry
into the work of the NDA and the UKAEA.

Over the years we have seen Dounreay rise from a very large construction site, to become the centre for
fast reactor development in the UK. Its location on the Far North coast of Scotland came as no real surprise
as the development work was on a new untried technology, which had a chance of failing to work and
contaminating the nearby countryside. Over the years the Dounreay site provided good jobs and very high
levels of skills and training to both the local population and the many who moved to the far north to take
part in this work. Many of these people went on to become greats in the world of engineering and technology
throughout the world and all for a start in a remote part of Scotland. In the 1980’s the end of the dream
came as government of the day tried to cut costs and stopped the development of the fast reactor and then
started to try and privatise parts of the site. They sold oV two “Non core” areas, design support, health
physics services and the facilities maintenance function. These sell oV’s aVected the pensions and benefits of
all the workers involved. The workers’ terms and conditions came under attack and were eroded over time.
Some sell oV’s were not successful as the NII stepped in and blocked the sale. These private companies
started to look at how to maximise profits from their work on the Dounreay site and the focus was taken
away from having the best to making do.

With this history we are extremely worried about the future. Not only for the workforce and the
community but also the fear that safety could be compromised by privatisation and sell oVs forced onto the
site by the NDA’s policies.

UKAEA—Dounreay

UKAEA was a NDPB who were controlled and funded by the DTI. The UKAEA had to submit funding
plans for their future work, which set out what they were to do and how it would cost. The DTI either
accepted or asked for modifications to these plans to fit with the available government funding. In the 1980’s
a trading fund was set up to make the UKAEA more commercial and this highlighted some weaknesses
within the UKAEA and its systems. Cost cutting was embarked on to address these areas of concern. Once
the rundown of the site started with the closure of the Prototype Fast Reactor staV numbers dropped
significantly and a Managing Agency was introduced in the 1990’s to give some outside commercial
knowledge to running the site and cut costs further. This scheme ended when the NII/SEPA inspection
report was published and stated that UKAEA had lost control of the site and safety had suVered due to a
lack of investment in plants and systems on the site. UKAEA then recruited many people to strengthen its
in house expertise and become once again an intelligent customer who had control of its on site operations.
UKAEA is now an organisation that is demonstrating it has the knowledge and expertise to decommission
the Dounreay site safely, to time and cost.

UKAEA Dounreay is a major employer in the North Sutherland and Caithness area where approximately
50% of the employment is related directly and indirectly to Dounreay.

Dounreay’s new challenge is to change yet again to prove to its new master that it can decommission the
Dounreay site cheaper, faster and safer than any other company in the business. This means that costs
relating to decommissioning have to be pared down to the bone, timescales shortened as far as possible and
resources diverted to competing for the site contract and what at present is their own work, in addition to
try and meet the cost reductions forced on them by the NDA. Previous experience across the UK shows that
what looks cheapest at the tender stage is seldom cheapest when the job is complete. People suVer,
communities suVer and safety is usually challenged along the way. The local community have no other
industry to turn to for employment, have no other place to live and have no prospects for the youth of today.
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UKAEA Thurso Pensions Office

The present UKAEA pension scheme and other employer’s pensions schemes are administered from the
pensions oYce in Thurso. The Thurso pensions oYce is widely recognised as being one of the best and
eYcient in the UK. The Energy Act 2004 requires the NDA to set up an Industry Wide Pension Scheme, to
replace the existing schemes and employees working on NDA work on the Dounreay site will be eligible to
join the new scheme. This will mean those workers leaving the existing scheme so reducing numbers in it
which will adversely aVect the amount of work carried out at the UKAEA Thurso pensions oYce, assuming
the oYce does not win the contract for administering the new scheme, aVecting its eYciency and thus
endangering its future. This is only because of the Energy Act 2004 and the requirements in it. Any previous
change to an ex employees’ pension has resulted in them suVering a loss of benefits, so the community gets
hit twice.

The NDA

The NDA was set up on the 1 April 2005 to provide a new organisation to oversee the decommissioning
of the UK civil nuclear liability. Prior to it being set up this work was carried out by the DTI. The DTI
engaged an American consultancy to advise on the best way to manage the UK nuclear clean up and they
(Bechtel) suggested and assisted in the set up of the NDA and its shadow organisation the LMU. It now
seems strange that Bechtel, once its time bar is over, will be one of the companies bidding for a large part
of the UK nuclear clean up work. Just as the time bar ends the biggest and most lucrative contracts will be
put out for tender, possibly just a coincidence.

The NDA was created through the Energy Act 2004, why has the government accepted the American
advice and set up an additional layer of bureaucracy and cost when the management of the liabilities was
already being done by the DTI and locally by UKAEA Dounreay.

The creation of the NDA has just meant that we now have two organisations looking after the running
of the Dounreay site and all its sub contracts for the same money. In fact less money now gets spent of
decommissioning, as the Dounreay site budget has to cover theNDA staV costs as well as carry out the work.

The senior staV of the NDA is mainly made up of employees from the existing civil nuclear industry and
members of the DTI who used to be responsible for management of the sites and their clean up.

We question the value for money and the need for such a large and expensive organisation as the NDA
to oversee the UK civil decommissioning programme and the need for them to force UKAEA at Dounreay
to compete for what is its own work. This extra eVort and cost has to be paid for and at present it is diverting
money from the clean up of the site.

Future

There are many Socio Economic issues to be addressed in Caithness, it will not be easy to replace the work
at Dounreay and it could well be expensive.

A local Socio Economic strategy document is being developed but this will require to be implemented and
that will require the public’s backing and assistance of government to ensure that it achieves what it sets
out to.

Main Points

UKAEA was managing the decommissioning of its site at Dounreay for the DTI before the NDA was
set up.

The setting up of the NDA creates another layer of bureaucracy, with them taking an overseeing role
where the UKAEA still set site budgets, managing the work and let contracts as required to ensure that the
work was carried out to programme, but now have to check with the NDA before spending any real sum
of money.

The NDA has increased costs of decommissioning; it is an expensive organisation to operate and whose
costs account for a significant proportion of the total UK spend (reference NDA Draft Strategy 2005). The
cost of operating the NDA is presently above the savings required of the site operator, so less money is being
spent on the sites to cover the NDA costs.

The NDA’s drive to accelerate the decommissioning programme at Dounreay now means that the work
force are required to work themselves out of a job quicker than ever before. This will lead to an increased
rate of unemployment in an area that has seen Dounreay as its one major employer for 50 years. All areas
of employment in Caithness and North Sutherland will suVer not just those directly employed at Dounreay.
The NDA has a duty to consider the Socio-Economic eVect of its work but has no responsibility and very
little money to repair it.

Competition will remove local income, especially so if the successful bids are from companies outwith the
community and the UK. The local feeling is that the company that wins the contract to operate Dounreay
will be a major international company from outwith the UK. The contract to manage the decommissioning
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of Dounreay will be the second biggest contract in the UK civil nuclear clean up work stream. It will attract
international interest and may become an example to prove that non-UK companies can carry out the UK
nuclear clean up work. This would be a sad day for the UK and more so for the local community as the
future becomes even more uncertain and Dounreay once again becomes an experimental site, just like when
it began.

APPENDIX 6

Memorandum by the Department of Trade and Industry

Introduction

1. This note is submitted in response to the Trade and Industry Select Committee’s invitation to supply
written evidence to assist it in its inquiry into the Nuclear Decommissioning Authority (NDA) and the UK
Atomic Energy Authority (UKAEA).

2. This memorandum provides evidence on the progress that NDA has made since its launch, and on the
on-going work of UKAEA (both as a contractor to NDA and as the organization responsible for nuclear
fusion research).

The Nuclear Decommissioning Authority (NDA)

3. The Energy Act allowing for the creation of the NDA was given Royal Assent on 22 July 2004. The
NDA became fully operational, as a non-departmental body (NDPB) of DTI on 1 April 2005. It was
established to produce the first ever UK-wide strategy for the task of decommissioning and cleaning-up civil
nuclear sites, and then to bring renewed drive and focus to this work. The aim is that, as a procurement
authority, NDA will use competition of opportunities in clean-up, to find contractors able to deliver safe,
environmentally responsible, cost-eVective and accelerated restoration of old nuclear sites. The NDA will
ensure that decommissioning in the UK uses innovative approaches being developed elsewhere and will
spread best practice across its sites. It has an obligation to manage the socio-economic consequences of
closing sites down.

Scope of NDA Activities

4. Sections 38 and 40 of the Act gives the Secretary of State powers to use (after consulting the relevant
party and obtaining the consent of Treasury) transfer schemes to eVect the movement of property rights and
liabilities between a publicly owned company, NDA or a consenting person. These have been used to
transfer to the NDA sites once owned by BNFL or its subsidiary Westinghouse. These are the fleet of
Magnox nuclear power stations built in the 1950s, 60s and 70s; the Springfields nuclear fuel production
facility; and the Sellafield site used for the production of nuclear fuel and reprocessing of spent nuclear fuel,
and for the interim storage of radioactive waste. We also expect to use Section 38 to eVect, by Spring 2007,
the transfer to the NDA of the research facilities built primarily in the 1940s and 1950s, that are currently
operated by UKAEA.

5. NDA is responsible for the clean-up of all civil public sector nuclear sites save those currently being
operated by British Energy (and the JET fusion facility at Culham where decommissioning has not yet
commenced). In addition to this decommissioning responsibility NDA is also required to operate existing
commercial activities until current contracts with UK and overseas customers have been met, and to use the
revenues to oVset spend on decommissioning. NDA has contracts for the performance of these clean-up and
commercial activities with British Nuclear Group and Magnox Electric Site Licence Companies (SLCs) of
BNFL, Westinghouse and UKAEA.

Targets

6. Recognising the importance of that programme we have agreed a Public Service Agreement (PSA)
relating to decommissioning and clean-up work of NDA. The PSA is to:

“Reduce the civil nuclear liability by 10% by 2010, and establish a safe, innovative and dynamic
market for nuclear cleanup by delivering annual 2% eYciency gains from 2006–07; and ensure
successful competitions have been completed for the management of at least 50% of UK nuclear
sites by the end of 2008.”

After its establishment, NDA was charged with developing a first Annual Plan setting out what its
contractors would do on sites to work towards achieving this target. The Energy Act also requires NDA
to prepare a longer term Strategy. Following consultation with Stakeholders, both documents have been
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produced. NDA is working to the Annual Plan, and its draft Strategy has been submitted to DTI Ministers
and the Scottish Ministers for approval. We expect to agree the strategy by the end of March. NDA is also
about to put its second Annual Plan for 2006–07 to Ministers for approval in Early February.

Governance

7. The team within DTI with responsibility for oversight or corporate governance of NDA has developed
a monitoring framework for assessing NDA progress in delivering the Annual Plan and ultimately the PSA
target. Ministers have written to Sir Anthony Cleaver, the Chair of the NDA, setting out expectations. We
have agreed with NDA: a Management Statement and accompanying Financial Memorandum (MS&FM);
a range of Key Performance Indicators to enable delivery of the Annual Plan. The MS&FM sets out the
terms of the relationships between DTI and NDA by setting out the broad framework within which the
NDA will: exercise its functions, duties and powers; manage the assets for which it is responsible and public
funds paid to it in order to carry out its duties and responsibilities; be held to account for its performance.
We have a structure of quarterly meetings at which the NDA formally report on progress against these. We
have used the meetings to monitor these first critical months of start-up when it has sought to: complete
recruitment of staV, and develop capability in key areas; take over the stakeholder engagement process
previously carried out by the nuclear companies; and begin to develop a real understanding of the sites it
has inherited and formulate plans for dealing with them. Ministers have received regular reports on NDA
progress both from oYcials and from NDA itself.

8. Having operated this governance system for almost a year and having sought review of it from the DTI
Internal Audit function, we believe that it is robust system for overseeing NDA performance and for
managing risks to the successful achievement of its mission. The National Audit OYce (NAO) in the shape
of the Comptroller and Auditor General must approve the NDA Annual Report and Accounts before they
are laid in Parliament. But NAO also has locus to investigate NDA activity more generally and has routine
meetings with NDA staV.

Budget

9. The DTI, as part of the DTI SR2004 settlement, secured £928 million resource spending and £250
million capital for the NDA during 2005–06. This allocation is ring-fenced in the DTI budget. Alongside
this allocation we expect NDA to achieve a further £1.08 billion in income. Total budget available to NDA
is in the region of £2.26 billion. As we advised last time we had the opportunity to address the Committee,
this is a very good settlement that recognises both the scale of the decommissioning work to be done, and
the need to get on and do it. We believe that this budget has provided reassurance (to existing members and
new entrants to the market, and to regulators) that Government is committed to funding a long term
decommissioning and clean up programme. The NDA budget is volatile in that the scale of some of the
engineering challenges calls for exceptional project and budget management from contractors, and changes
in energy prices and plant availability can aVect NDA income. These risks are kept in regular review. Most
recent forecasts suggest that NDA will end the financial year slightly under budget.

NDA and the DTI oversight team, are now turning their attention to the budget they will need to carry
out the draft Strategy now with Ministers. This will inform the negotiations that, as part of the CSR07
round, DTI expects to have with HM Treasury.

State Aids

10. In December 2003 the Government notified the European Commission (hereafter the “Commission”)
under Article 88(3) of theEC Treaty that it intended to provide State aid to the NDA. The notified aid relates
to the cost of decommissioning the “commercial activities” previously undertaken by companies in the
BNFL group (for example nuclear fuel reprocessing, Magnox electricity generation, low level waste storage
and storage of uranic materials). The NDA’s responsibilities in relation to these activities include
responsibility for decommissioning and clean up of associated commercial liabilities. The aid (if approved)
would take the form of the Government, in eVect, taking full responsibility through the NDA for
discharging those commercial nuclear liabilities.

11. The Commission announced its intention to formally investigate the NDA State aids case on 1
December 2004. We understand the importance of the State aid regime and fully support it, and as we
expressed last time are content with the Commission’s decision to investigate. Since we provided evidence
last, DTI oYcials have continued to provide answers to questions posed by the Commission. We are
confident that we will receive a decision imminently.



3448571006 Page Type [O] 10-08-06 16:30:58 Pag Table: COENEW PPSysB Unit: PAG1

Trade and Industry Committee: Evidence Ev 27

UK Atomic Energy Authority (UKAEA)

12. The United Kingdom Atomic Energy Authority (UKAEA) was created to research and develop
atomic energy as a Non Departmental Public Body (NDPB) under the Atomic Energy Act 1954. Comment:
UKAEA’s powers under the AEA 1954 are wider than this and include (amongst other things) the power
to “produce, use and dispose of atomic energy and carry out research into any matters connected therewith”.

13. UKAEA has been at the leading edge of developing nuclear related technologies and has spun out
various activities as private sector companies (eg BNFL and most recently in 1996, AEA Technology Ltd)
which are completely independent of UKAEA. Some of the key milestones in UKAEA’s history are
included at Annex A.*

14. Today, UKAEA still leads the UK eVort on nuclear fusion R&D and hosts Europe’s collaborative
(nuclear) fusion R&D facility the Joint European Torus (JET) at Culham in Oxfordshire. But, since 1994,
nuclear fission R&D within UKAEA has ceased and UKAEA’s main role has become one of
decommissioning its five nuclear sites (at Harwell and Culham in Oxfordshire, Winfrith in Dorset,
Windscale in Cumbria and Dounreay in Caithness Scotland). Where appropriate, as clean up has
progressed, UKAEA’s remediated land has been disposed of, such as the sale in 2004 to English Partnerships
of the Winfrith Technology Centre, or leased to tenant companies such as at Culham and Harwell, whilst
UKAEA land has also been utilised by the public sector for major capital investment projects such as the
Diamond light source being built at Harwell.

15. In 2004–05, largely prompted by the need to respond to the creation of the Nuclear Decommissioning
Authority (NDA), which following the Energy Act of 2004, came into operation on 1 April 2005 to
introduce competition to the UK decommissioning market, UKAEA undertook a Strategic Review at the
request of the Shareholder Executive (ShE).

16. The Strategic Review (the Review), was undertaken by UKAEA’s Board with their advisors KPMG
and the ShE to identify and evaluate options for responding to the new NDA regime. The resultant Business
Plan (BP) was approved by government and is now being implemented. The Review concluded that to both
improve decommissioning performance on its sites and to increase its prospects of winning future competed
contracts from the NDA, UKAEA needed to pursue a strategy of commercial partnership. Most recently,
on 16 January 2006 UKAEA announced entering into a commercial partnership for nuclear
decommissioning with AMEC and CH2M HILL. As an NDPB, UKAEA is thus experiencing a period of
major adjustment from managing a grant funded programme of decommissioning to becoming a clean-up
contractor to the NDA in an open and competitive market whilst at the same time continuing in its
traditional NDPB role to undertake fusion R&D at Culham.

17. In addition to its work on fusion and decommissioning, UKAEA administers an unfunded pension
scheme (the Consolidated Pension Scheme) for UKAEA oYcers and employees and certain others as
empowered by legislation and is leading a major project to develop the Harwell site as an International
Science and Technology Campus (ISTC). The UKAEA’s potential role in both of these areas was
anticipated and appropriate powers were provided for UKAEA in the Energy Act 2004 (as discussed at
Annex B)*. The Review confirmed that there is a role for UKAEA in the development of the Harwell (and
in the future its Culham) site but that this too should be pursued in partnership. A prospectus is currently
being prepared to invite property developers to compete for investing in the ISTC and forming a Joint
Venture with UKAEA to implement it.

18. UKAEA has thus embarked on a journey to simultaneously meet government’s objectives for (i) the
competitive cleanup of its sites (ii) the complementary development of the Harwell site into an ISTC and
(iii) the Research and Development (R&D) of fusion power.

Government’s Strategic Aims for UKAEA

19. The overall aims of UKAEA as defined by the Secretary of State are to:

— Contribute to reducing the overall cost to HMG of nuclear clean up through the creation of an
eYcient competitive market.

— Become a world class nuclear clean up contractor to the NDA.

— Manage the fusion R&D programme eVectively.

— Administer UKAEA’s pension schemes eYciently.

— Manage property assets so as to maximise the contribution (in terms of progress) to the clean up
programme, and where appropriate, to develop the potential for science and technology based uses
in support of Government’s innovation and productivity agenda.

* Annexes A and B not printed.
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Government’s Objectives for UKAEA

20. Government has set a number of strategic objectives for UKAEA:

An eYcient, competitive market in nuclear clean-up reducing the overall costs to HMG.

A UKAEA restructured to be a successful, robust and viable UK-based clean-up business, capable of
operating in a globally competitive market in partnership with the private sector.

A UKAEA eVective in its other roles, namely conducting fusion research, pensions administration and,
where appropriate, supporting the innovation agenda through development of any science or technology
business park potential on its surplus property.

Specific clean-up objectives are to:

— secure progressively better value for money on clean-up activities while ensuring safety remains
paramount;

— negotiate an acceptable and workable first contract from the Nuclear Decommissioning Authority
(NDA), for the period from 1 April 2005, and to operate successfully under it; and

— put in place the necessary Site Management Company/Site Licensee Company structure during
the course of the first NDA contract period.

For other non clean-up activities, specific objectives are to:

— research and develop fusion as a contribution to both the Joint European Torus (JET) and the
International Thermonuclear Experimental Reactor (ITER); and to

— develop and implement a vision for the Harwell site as an International Science and Technology
Campus (ISTC).

In pursuing these strategic aims and objectives, UKAEA faces five main challenges:

— moving from a culture of grant funded project delivery to one of programme delivery and
continuous improvement under a commercial contract;

— continuing to develop its skills, processes and culture to meet the aspirations of a diVerent
future;

— meeting and exceeding the expectations of its customers (NDA) and stakeholders within the
constraints, inter alia, of available funding;

— establishing partnerships with the private sector to separately and simultaneously pursue
government’s objectives to (i) most eVectively clean up its sites under contract to the NDA
and (ii) create an International Science and Technology Campus (ISTC) at Harwell.; and

— transformimg itself in both operational and structural terms for a competitive future in which
contracts will have to be won from the NDA.

The Scope of UKAEA’s Operations

21. UKAEA’s operations include four key areas of business:

— Nuclear clean-up.

— Fusion research.

— Property regeneration.

— Pensions administration.

22. These are by no means equal in size. By far the largest activity relates to nuclear clean-up which
employs about 80% of UKAEA’s 2,282 employees (at end of Q2 2005). Of the remainder, the majority
(about 350 people) are employed in fusion Research and Development (R&D) at Culham. A much smaller
number of employees (about 30 located at Thurso in Scotland) are involved in pensions administration and
the balance (of about 10) work on property management and development at Harwell.

23. UKAEA receives funding for these operations from three sources. The great majority of its funding
(£250 million in 2005–06) relates to the cost of decommissioning and is derived from UKAEA’s contract
with the NDA. The majority of the balance of its income relates to fusion R&D which is sourced from both
the Engineering and Physical Sciences Research Council (EPSRC) (about £15 million in 2005–06) and
Euratom for the management of the JET facility (about £45 million in 2005–06). In addition to these main
sources of funding, UKAEA recives some £10 million per annum under a UKAEA Shareholder Programme
Agreement (USPA) for meeting some of its historical liabilities that fall outside the scope of the NDA
contract. For 2005–06, the USPA included an additional sum of £5 million to cover the initial restructuring
costs arising from preparing the ground for the transformation of the organisation that lies ahead. An
illustration of this flow of funds is included at Annex C and further information on UKAEA’s operations
is included at Annex D.L

L Annexes C and D not printed.
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Strategic Review

24. The Strategic Review undertaken by UKAEA, KPMG and the ShE and approved by Ministers in
March 2005, concluded (for the reasons discussed at Annex E)< that there is:

i. a business case for UKAEA competing in the future decommissioning market to be created by the
NDA, but that, if UKAEA is to be successful partnership with the private sector would be needed.

ii. a continuing role for UKAEA as an NDPB in pursuing R&D on fusion both through its national
programme of research and its management of the Joint European Torus (JET); and

iii. a role for UKAEA in the implementation of the government’s vision for an ISTC at the
Harwell site.

25. The appointment of a new Chairman, Chief Executive and further strengthening of the Board has
been conducive to taking this strategy forward. Even so, transforming a government owned NDPB into a
hybrid transitional organisation capable of operating in a competitive market involves major cultural as well
as operational change and necessarily entails a degree of risk.

26. The Review showed that the risk to government of allowing UKAEA to compete in the future
commercial decommissioning market could be managed whilst also respecting the need to avoid providing
any State aid to UKAEA’s commercial subsidiary, but that success would be reliant upon UKAEA
performing well under its initial incumbency contract with the NDA.

27. The Review, which was conducted over the period July 2004 to February 2005 during the final build
up to the creation of the NDA, also served as a catalyst for constructive change within UKAEA, including
the stimulation of a greater competitive spirit. It also promoted a greater degree of acceptance within
UKAEA of the need for restructuring along the lines of Annex F< to create a commercial subsidiary
(UKAEA Ltd) to compete in the decommissioning market and produced a Business Plan (BP) to implement
the agreed strategy. Even so, the scale of the threat facing UKAEA and the timescales in which it will need
to adjust are very challenging. Thus, in approving the BP, government has stipulated that UKAEA needs to:

— meet the NDA’s operational performance requirements (as per their Near Term Work Plans);

— earn the necessary fee (of about £9.7 million) during 2005–06 to implement the BP;

— secure credible partnership(s) within the year;

— put in place the structure to allow the NDA to invite competition at all UKAEA sites by
2007–08 and

— satisfy itself at Board level that investment in developing the business is value for money for the
shareholder.

29. Good progress is being made against these five criteria. As discussed at Annex D UKAEA is
delivering a further improved performance under the NDA’s initial contract in terms of both meeting
schedule and cost targets against the Near Term Work Plans (NTWP) for the decommissioning work agreed
with the NDA. This has been reflected in the NDA’s decision to increase the funding available to UKAEA
during 2005–06. (NDA has allocated additional funding to UKAEA during 2005–06 on the basis that it
wants to direct resources to contractors delivering a good performance). Hence, UKAEA is on track to
achieve its forecast earned fee from the NDA (of £9.7 million) for 2005–06. Risks for the Department are
mitigated against by the fact that the investment needed to build the new commercial business is coming
from this earned fee. But, if UKAEA’s performance fails at any time to meet the NDA’s requirements, with
adverse consequences for UKAEA’s ability to earn fee and thus implement its BP, we could find that we
will need to revert to folding the commercial operation. For the moment there appears to be a growing
prospect of success. This situation will be monitored during the shadow running of UKAEA Ltd during the
course of 2006–07.

Partnership Strategy

30. The Review concluded that partnering with commercial organisations would be essential for
UKAEA’s future in both decommissioning and the development of the ISTC if UKAEA was to eVectively
pursue its objectives in both cases.

Decommissioning

31. For decommissioning our objectives for UKAEA’s entering into partnership are to (a) introduce on-
site support to complement UKAEA’s capabilities in programme management, performance enhancement
and commercial development to demonstrate excellent performance during UKAEA’s initial contract with
the NDA and (b) to strengthen its ability to make winning bids to the NDA for decommissioning its own
(and other) sites by establishing a partnership with organisations that will complement UKAEA’s strengths
and weaknesses. The first objective would both raise UKAEA’s game and aVord the NDA and UKAEA’s
partners greater confidence in the eVectiveness of the partnership.

< Annexes E and F not printed.
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32. An open partner selection process was followed and notice given in the OYcial Journal (OJEU) in
April 2005 inviting expressions of interest by 6 May 2005. Some 70 inquiries were received and Pre-
Qualification Questionnaires were issued. Thirty six proposals were received and evaluated by UKAEA.The
finally preferred selection of AMEC and CH2MHILL received the full support of UKAEA’s Board at a
meeting on 12 December 2005 and following Ministerial approval on 21 December 2005 was announced
on 16 January 2006. UKAEA’s decision in favour of working with AMEC and CH2M HILL constitutes
successfully reaching a further significant milestone.

33. Government made it clear to UKAEA that securing a successful partnership would be a critical
success factor for the commercial competitiveness of UKAEA Ltd. On balance we believe that the proposed
form of strategic partnering (see Annex G)! fully satisfies our objectives for UKAEA Ltd and will reinforce
UKAEA Ltd’s capability with two highly credible commercial organisations. CH2M HILL is arguably one
of the top three U.S. contractors in the global decommissioning market and brings considerable experience
of programme management (Tier 1) operations in the highly competitive U.S. market and knowledge of
winning and running closure contracts (which we expect might be applied by the NDA to Harwell/Winfrith
competition). For two years CH2M HILL have provided embedded support to UKAEA during the build
up to the creation of the NDA and has proved to be a very good cultural fit. AMEC provide project
management skills in depth, access to a solid resourceful engineering base in the UK and an opportunity (as
with UKAEA Ltd ) to develop an indigenous capability in a future global market for decommissioning. The
recently announced divestment of AMEC SPIE will increase AMEC’s participation in the energy sector and
its resolve to succeed in partnership with UKAEA Ltd.

34. Both CH2M HILL and AMEC are fully committed at Board level to both phases of the partnership
(i) the provision of embedded support and (iii) jointly bidding to the NDA. The first phase—embedded
support—has the potential to create significant value for the NDA.

International Science and Technology Campus

35. UKAEA’s role in the development of the ISTC will also require a partnership strategy. UKAEA has
considerable tacit knowledge of the 300 hectare site of which some 110 hectares have been designated to
the NDA for clean-up. However, UKAEA lacks the necessary property development skills and access the
necessary capital investment that a commercial partner can bring. Hence, eVorts are currently underway to
identify a suitable investing partner for UKAEA to take the ISTC forward.

Future Re-Structuring

36. UKAEA is having to restructure itself in response to the various challenges and opportunities being
presented to it. To commercially apply its expertise to nuclear clean up in the future competitive
decommissioning market UKAEA is in the process of creating the commercial subsidiary (UKAEA Ltd)
and will be creating out of its own sites, to the NDA’s (and regulators’) requirements the Site Licence
Companies (SLCs) that will be the subject of the NDA’s future competitions. The resultant transitional new
structure for UKAEA to meet these diVerent objectives will be along the lines of Annex F. This new structure
also makes clear that the public sector land currently owned by UKAEA and the responsibility for
developing the ISTC will remain with that element of UKAEA, namely its Culham site, that will continue
to operate as an NDPB. Culham will continue to be the home of the UK’s and (through JET) Europe’s
nuclear fusion R&D eVort. However, the NDA will be given the necessary degree of control over all
UKAEA land that has been designated for clean up. At Dounreay and Winfrith this transfer of control will
be achieved by the transfer of the freehold to the NDA but at Harwell a lease arrangement may prove to be
more appropriate to satisfy the requirements of both developing the ISTC through a commercial joint
venture whilst allowing NDA all of the necessary control of the designated part of the site.

37. The proposed new structure is intended to accommodate (i) the continuation of UKAEA’s fusion
R&D activities at Culham, to whichwill also be assigned the public sector interest in development of publicly
owned land for the ISTC at Harwell (ii) creation of UKAEA Ltd for participation in the competitive nuclear
decommissioning market and (iii) the creation out of UKAEA’s sites of Site Licence Companies (SLCs).
UKAEA Ltd will be a Parent company which will bid for NDA contracts and ownership of the associated
SLCs. At some point as the commercialisation of UKAEA’s work for the NDA gathers momentum, we will
need to consider whether the activities of UKAEA are more appropriately financed through the private
sector.

38. Currently, as a NDPB, UKAEA is required to submit an annual Corporate Plan to secure its budget
and approval for its proposed strategy and programme of work with the consent of Treasury and to annually
prepare statements of account. Further discussion of the Corporate Plan for 2005–06 including UKAEA’s
budget is included at Annex H.!

! Annexes G and H not printed.
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Governance

39. As stated above the UKAEA was created under the Atomic Energy Act of 1954 (the substance of
which is discussed in the context of UKAEA’s powers at Annex B).

40. Governance of the UKAEA is undertaken by the Shareholder Executive (ShE) on a Delegated
Management Model (DMM) basis on behalf of DTI.

41. In accordance with the Atomic Energy Act 1954 UKAEA (the Authority) shall consist of a chairman
and not less than four nor more than fifteen other members, all of whom shall be appointed by the Lord
President of the Council (Secretary of State for Trade and Industry). The ShE works in close co-operation
with the Chairman of UKAEA Lady Barbara Thomas Judge to appoint the Board and advises the Secretary
of State and the Minister for the Shareholder Executive accordingly. Details of the Board are at Annex J.&

DTI

February 2005

APPENDIX 7

Memorandum by The Environment Agency

Summary

The primary responsibility of both the NDA and UKAEA is the decommissioning and clean-up of their
nuclear liabilities. We would not want to see any increased reliance on nuclear power distract the NDA from
its primary purpose to decommission and clean-up the UK’s civil nuclear liabilities.

The NDA should clarify the division of responsibilities for site health, safety and environmental
protection between its contractors and itself. It should also be given greater responsibility for end of life
management of radioactive sources in non-nuclear industry.

The operating nuclear power stations owned by NDA are due to close over the next five years. Extending
the lives of the British Energy AGR nuclear power stations depends crucially on some NDA fuel cycle sites.
It is unclear whether NDA plans are compatible with a possible programme of “new-build” for nuclear
reactors; the adequacy of engineering and construction resources, nuclear skills and knowledge need to be
considered.

1. Introduction

The Environment Agency is responsible for environmental regulation at NDA sites, including the
UKAEA sites at Harwell, Winfrith, Windscale and Culham. The Scottish Environment Protection Agency
(SEPA) regulates the UKAEA Dounreay site in Scotland. Where radioactive wastes are stored on UKAEA
nuclear licensed sites, the Health and Safety Executive (HSE) has the statutory powers to regulate that
storage. We are responsible for regulating disposals of all forms of radioactive wastes on or from nuclear
sites. We work closely with HSE through a Memorandum of Understanding.

2. The Remit and Activities of the NDA and UKAEA

2.1 The NDA is charged with cleaning up the UK’s civil public sector nuclear legacy safely, securely, cost-
eVectively and in ways that safeguard the environment for this and future generations. It is responsible for
20 nuclear sites, representing about 85% of the UK’s civil nuclear liabilities. This includes former UKAEA
nuclear research facilities, some operating Magnox nuclear power stations, nuclear fuel cycle sites, and the
wastes and other materials associated with all of these. Specific responsibilities of the NDA are set out in
the Energy Act 2004.

2.2 The Environment Agency works closely with the NDA in accordance with a MoU.8 We participate
in NDA activities through joint working at all levels. One of our non-executive Directors is also a member
of the NDA Board. We take steps to ensure that we retain our independence from the NDA.

2.3 The NDA is not a holder of nuclear site licences or environmental authorisations. It needs to be
careful that it does not direct the operations of its contractors so that, in eVect, it becomes the “controlling
mind” for its sites. In law, the responsibility for health, safety, security and environmental protection lies
with the licensee/authorisation holder. However the NDA is responsible for checking the overall
performance of its contractors, which includes their delivery of health, safety and environmental protection
requirements. Further work is needed to address the management of this overlap of responsibilities between
NDA and its contractors.

& Annex J not printed.
8 1 Available via: http://www.nda.gov.uk/
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2.4 There are some liabilities and radioactive legacies outside of the civil nuclear industry eg for unwanted
radioactive sources used in hospitals, universities and general industry. The NDA owns the UK sites where
these sources would be finally stored and disposed of. We are engaged with the NDA and its contractors in
a government programme to arrange a subsidised disposal programme for surplus radioactive sources in
the non-nuclear industry. In our view it would be appropriate for the NDA’s remit to include more formal
responsibility for end of life management of sealed sources.

2.5 The NDA’s plans to accelerate nuclear clean up depend crucially on government policies and
programmes to develop solutions for radioactive waste management. The Committee on Radioactive Waste
Management (CoRWM) is due to make recommendations in July 2006. At present the arrangements to
follow on from CoRWM are unclear. The NDA has a large stake in ensuring that the recommendations are
followed up and driven forward.

2.6 The Environment Agency regulates a range of activities conducted by the UKAEA at each of its sites
at Winfrith, Harwell, Culham and Windscale. The UKAEA was formerly involved in the UK’s nuclear
research programmes but its core business is now nuclear decommissioning and clean up and nuclear fusion
research.

3. The compatibility of current plans for the NDA and UKAEA with any increased reliance on nuclear power
generation

3.1 The NDA is responsible for four operating Magnox nuclear power stations in addition to several
being decommissioned. It also owns nuclear fuel manufacturing facilities at Springfields, which provides fuel
to British Energy power stations, and the THORP and Magnox reprocessing plants at Sellafield which
reprocess AGR and Magnox fuel. The NDA benefits from the commercial income from these sites. The
operating Magnox stations are due to close between 2006 and 2010. Extending the lives of the British Energy
AGR nuclear power stations depends crucially on activities at NDA fuel cycle sites at Springfields and
Sellafield.

3.2 Compatibility of NDA plans with any future proposals for building new reactors is unclear. Several
issues are relevant: (a) potential conflict in terms of demand for engineering and construction resource; (b)
progressive reduction in nuclear licensed site infrastructure and area available for “new-build”—which is
likely to be on existing nuclear power station sites; and (c) the need to sustain the development of skills for
decommissioning and clean-up in the face of competition from possible new reactor design and
commissioning projects.

4. The NDA and UKAEA’s performance and accountability

4.1 The NDA was established on 1 April 2005, less than one year ago. At this stage we feel that it is too
early to comment on its performance and accountability. However we welcome the openness and
transparency that NDA has shown in consulting on its plans and draft Strategy and sharing its
developing ideas.

4.2 We have regulated UKAEA sites for many years. Recently we have seen good progress being made
at Harwell and Winfrith in decommissioning and clean-up of liabilities and the release of land for other
purposes.

5. Any further relevant matters

5.1 The primary role of the NDA is to progress the decommissioning and clean-up of the UK’s nuclear
liabilities at the sites for which it is responsible. We would not want to see any increased reliance on nuclear
power aVect the NDA’s focus on this primary purpose.

January 2006

APPENDIX 8

Memorandum by the Gloucestershire Green Party

Re the inquiry into the work of the Nuclear Decommissioning Authority (NDA) and the United
Kingdom Atomic Energy Authority (UKAEA), both Non-Departmental Public Bodies (NDPBs)
sponsored by the Department of Trade and Industry (DTI).

The Gloucestershire Green party would like to make the following points to the second inquiry:

— the NDA’s work is being undermined by forcing it to rely on commercial operations (like the
THORP reprocessing facility and the Sellafield MOX plant) in order to generate revenue.
Accountability of the NDA to Parliament and the public would be increased if it was freed from
the “commercial confidentiality” constraints and budgetary diYculties of owning facilities which
are involved in nuclear waste creating operations;
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— the NDA’s role is to decommission and clean up the sites it controls. This was clearly set out in
the original White Paper. The NDA is not involved in new build as the Chair has stated publicly
on a number of occasions. Indeed neither the NDA nor UKAEA should have any role in
increasing reliance on nuclear power nor any nuclear reactor replacement programme. To have
them involved in new build would seriously undermine the public confidence in the authorities
work and create confusion and mistrust;

— the NDA should not allow its sites or funding to be used for new build—otherwise the site closure
and clearance dates as given in its strategy document would become meaningless and the NDA’s
plans would become unworkable; and

— we do not approve of the UKAEA’s work on the costly fusion programme.

APPENDIX 9

Memorandum by Greenpeace

Greenpeace welcomes the opportunity to give evidence to the House of Commons Trade and Industry
Committee’s inquiry on the work and role of the Nuclear Decommissioning Authority (NDA) and the
United Kingdom Atomic Energy Authority (UKAEA).

Greenpeace notes the Terms of Reference (TOR) of the Committee are the:

— remit and activities of the NDA and UKAEA;

— compatibility of current plans for the NDA and UKAEA with any increased reliance on nuclear
power generation; and

— NDA and UKAEA’s performance and accountability.

With reference to the above points, Greenpeace believes:

— the remit and activities of the NDA and UKAEA should remain as they are;

— that neither organisation should have a role in any work on increasing reliance nuclear power nor
any nuclear reactor replacement programme. This work is already covered by British Nuclear
Fuel’s (BNFL) Energy Unit which is working extensively on this issue. Involving the NDA, in
particular, in new build would create a conflict of interest of the existing objectives of the NDA—
which are decommissioning and clean up. Such a role for the Authority would significantly
undermine public confidence in the work of the NDA, especially on plans relating to site
restoration.

— The accountability of the NDA to Parliament and the public would be increased if it was freed
from the “commercial confidentiality” constraints and budgetary problems of owning facilities
which are involved in commercial (and nuclear waste creating) operations—in particular those of
the THORP reprocessing facility and the Sellafield MOX plant (SMP).

Remit of the NDA and Compatability with Increased Reliance on Nuclear Power Generation

We deal here with the first two issues raised in the Committee’s notice of inquiry. That is the:

— remit and activities of the NDA and UKAEA; and

— compatibility of current plans for the NDA and UKAEA with any increased reliance on nuclear
power generation.

NDA’s role—conflict of interest already causing problems

Greenpeace has followed the development of the NDA from when it was originally raised in the Legacy
White Paper (see Annexe 1 for list of documents and evidence submitted on the NDA).* When the issue of
the NDA owning commercial operations, and being reliant on them for income, was first raised Greenpeace
expressed concern about problems the NDA was likely to experience in that commercial workwas in conflict
with the originally mission of decommissioning and clean-up.

Greenpeace has consistently argued the NDA should be working only on the original aim as stated in the
White Paper 2002: that the Authority should focus “squarely on [dealing with] the nuclear legacy”.9

Indeed, as the Trade and Industry Committee itself notes in the notice of the current inquiry:

The NDA was established in April 2005 under the Energy Act 2004 to take strategic responsibility
for the UK’s nuclear legacy. Its core objective is to ensure that the 20 civil public sector nuclear
sites under its ownership are decommissioned and cleaned up safely, securely, cost eVectively and
in ways that protect the environment.

* Annexe 1 not printed.
9 DTI (July 2002) Managing the Nuclear Legacy: A Strategy for Action, paragraph 1.12. http://www.dti.gov.uk/nuclearcleanup/

pdfs/whitepaper.pdf
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It is evident that problems with reprocessing and plutonium-fuel facilities at Sellafield are already causing
the NDA problems, not the least of which is that these facilities are not operating to plan yet the NDA is
dependent on them for income. The attached document, Greenpeace’s response to the NDA’s draft strategy
document,L provides further explanation of just some of the diYculties the NDA is experiencing with regard
to commercial operations. We urge that Committee members read this document to gain a fuller
understanding of the problems now being encountered by the NDA. Given this, it would be wrong to further
complicate the NDA’s massive and complex workload by adding new build responsibilities.

What the Government has said previously on the NDA and new build

It should not be necessary to contest the idea that the NDA (or the UKAEA) should have no part in new
nuclear reactors in the UK, as this has already been dealt with by Government statements. For example
when lobbying on certain provisions in the Energy Bill (2003), Greenpeace raised the issue that the bill,10 if
passed, would give the NDA the power to operate electricity generating stations under Clause [13](2)(a), or
indeed build new nuclear plants.11 When the matter was raised in the Lords during debate on the bill Lord
Whitty, who led the debate in the Lords for the Government, stated:

The energy White Paper does not envisage the need for additional nuclear build, but even if the
Government were minded to revert to the nuclear option, we do not consider the NDA to be the
appropriate body either to run such a power station or to produce a plan on the feasibility of building
a new power station.12 (emphasis added)

Former Energy Minister, Stephen Timms, has told the House that the NDA can only operate nuclear
power stations pending their decommissioning.13 This view has been reinforced on the several occasions the
NDA has told stakeholder meetings that it not in the job of working on new build.

New build issues already covered by Government-owned BNFL and government departments

In terms of Government input the matter of new build is already covered by the BNFL Energy Unit which
is undertaking a lot of work on this issue, on everything from site criteria to employee needs (see article
attached).14

BNFL’s evidence to the Environmental Audit Committee’s inquiry: Keeping the Lights On—Nuclear
Power, Renewables and Climate Change explains in great detail what work BNFL is doing on new build and
proposes what it might do in the future on this issue.15

In response to another FOI request on new build and the Energy Unit, BNFL noted that “the Energy
Unit was set up to look at keeping our nuclear expertise and skills alive should the Government decide to
embark on a nuclear rebuilding programme”.16 Given that the Government is the sole shareholder in BNFL
this work will be known to the relevant Government agencies, which will presumably draw on findings from
BNFL’s research.

In addition to its current work on new build, this year BNFL will take over from the DTI the Generations
IV (reactor) programme (which the UK committed to through a multilateral agreement last year). Involving
the NDA in new build would invariably lead to a duplication of work—and spending of taxpayers money—
and be a drain on funds the NDA should be using for decommissioning and clean up.

It is also important to note that BNFL’s new-build work is being supplemented by some Government
departments eg the DTI is in discussion with the Nuclear Installations Inspectorate on possible changes to
licensing to smooth the path for new build.

The HSE also has announced (23 January 2006) it is preparing a report for the Energy Review
(www.hse.gov.uk news releases) which will include, among other things, looking at licensing arrangements
for nuclear power. It is not known if the Treasury is involved in funding mechanisms, but the DTI has
considered these issues.

L Not printed.
10 Draft Nuclear Sites and Radioactive Substances Bill, 2003. http://www.dti.gov.uk/nuclearcleanup/pdfs/print-05

publication.pdf
Energy Act 2004, http://www.legislation.hmso.gov.uk/acts/acts2004/20040020.htm

11 It was argued that taken together with Clauses [6](1)(a)–[6](1)(d), the NDA could inadvertently be given powers not only to
operate facilities for the treatment or disposal of radioactive waste, but could also see the NDA building and operating, eg
plutonium-burning reactors. Greenpeace asked the Clause [13](2)(a) should explicitly exclude the operation of new nuclear
stations. This was never followed through.

12 Lord Whitty, House of Lords, Grand Committee 15 January 2004.
13 House of Commons Standing Committee on 27 May 2004 (Column 193&4).
14 UK industry taking steps to keep nuclear option open Nucleonics Week/Issue 23, 9 June 2005. Also attached “Activities to
Underpin a Predictable timeline for ReplacementNuclear Build” (12 January 2005). BNFL supplementary evidence to the EAC
Inquiry. (Not printed.)

15 Activities to Underpin a Predictable timeline for Replacement Nuclear Build (12 January 2005). BNFL supplementary evidence
to the EAC Inquiry.

16 Email from BNFL dated 14 November 2005.
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Similarly, changing the UKAEA’s remit to involve it in new build would cause a conflict of interest in
terms of the organisation’s primary role—which is dealing with closing down the facilities it currently
operates on behalf of the NDA.

Both the NDA and UKAEA have massive responsibilities in terms of decommissioning and clean up of
Britain’s most hazardous nuclear facilities. The NDA is still coming to terms with its workload, and is having
to deal with major issues eg the closure of the THORP reprocessing plant, the planned sell oV (by BNFL)
of British Nuclear Group and Westinghouse, competing existing NDA-owned sites to diVerent companies,
managing the expectations of the local communities around its sites regarding site-closure dates and so on.
The UKAEA is very heavily involved in this work.

The public will not expect nor want these to be undermined by either organisation involved in new build.
Indeed, it could well be argued that the public would not be impressed by BNFL’s involvement in new build
either and would at least questions its role in this field of research.

The NDA and UKAEA’s Performance and Accountability

The NDA and UKAEA will suVer, in terms of their performance and accountability (particularly in terms
of public confidence) if they engage in any new-build activities.

In particular the NDA must be allowed to move away from commercial operations—or at least not be
left so dependent on them for income—and not become embroiled in new build if it is to be able to fulfil its
commitment to Parliament and the public of being an open and transparent organisation.

The reasons for this are that it is becoming increasingly evident that the NDA’s remit of decommissioning
and cleanup is being compromised by commercial operations. These run contrary to its objectives—because
they create waste and also could lead to delays in site closure. The operations also tie the Authority too
closely to commercial contracts make it extremely diYcult to give accurate forecasts for decommissioning
and clean up costs because of uncertainty over the total amounts of wastes to be created, funding for
management of those wastes and site restoration dates.

Greenpeace has argued that the Government should have stood by its original commitment that the NDA
would operate under a segregated fund into which decommissioning funds would be placed which would
have allowed the NDA to budget in ten year cycles (a necessary requirement for confidence from the
businesses investing in long term decommissioning contracts). That position has now changed to a limited
three-year cycle. A good explanation of the background to the present situation on this issue is provided in
a report from the Public Service Interest Research Unit of the Business School of the University of
Greenwich.17

For a detailed explanation of the complexities of the commercial arrangements the NDA is involved in
via owning BNG’s commercially operating see Greenpeace’s submission to the European Competition
Commission on the NDA’s taking over of BNFL liabilities (NB Greenpeace’s legal opinion to the EC in
April 2004 was instrumental in getting the Commission to examine this issue)

Link: http://www.greenpeace.org.uk/MultimediaFiles/Live/FullReport/6351.pdf

January 2006

APPENDIX 10

Memorandum from the Health & Safety Executive (HSE)

Summary

1. HSE has regulated UKAEA as the licensee for four nuclear sites since the organisation was brought
into the nuclear licensing regime in 1990. Although there have been recent incidents warranting enforcement
action, HSE is satisfied that the general safety performance (both nuclear and conventional) across all the
UKAEA licensed sites has significantly improved since the major HSE/SEPA audit of Dounreay in 1998.

2. HSE worked with closely with the Department of Trade and Industry (DTI) during the development
of its proposals for the creation of the NDA. Since it began operations in April 2005, HSE has developed
good relations with the NDA and will continue to work closely with it and its management companies in
driving forward earlier and safer site decommissioning and clean up.

3. However, in commenting on the NDA’s draft strategy we have expressed the view that there should be
more emphasis on securing and improving health and safety, alongside the aims of accelerating clean-up
and achieving “value for money”. We have also raised concerns over the resource implications and diversion
of attention that the draft competition programme may have for the site licensee companies, potentially to
the detriment of nuclear and conventional safety, and for HSE.

17 “The UK Nuclear Decommissioning Authority”, Steve Thomas, Public Service Interest Research Unit, based at the Business
School, University of Greenwich. For report see: http://www.psiru.org/reports/2004-12-E-NDA.doc
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The Regulatory Framework

4. The Health and Safety Commission (HSC) and HSE are statutory Non-Departmental Public Bodies
set up under the Health and Safety at Work etc Act 1974 (HSWA). The overall aim of both bodies is to
ensure that risks to people’s health and safety from work activity (including members of the public aVected
by those activities) are properly controlled. HSC is sponsored by the Department for Work and Pensions
and is accountable to the Parliamentary Under Secretary for Work and Pensions (Lords), Lord Hunt of
Kings Heath.

5. The HSC has overall responsibility for making arrangements to secure the safety of those at work or
people aVected by workplace activity. The HSE is a separate body with statutory responsibility for making
adequate arrangements for the enforcement of HSWA and related legislation, under guidance from HSC.
Formally, Ministers are advised on health and safety matters by the HSC. The Secretary of State for Trade
and Industry is, however, accountable to Parliament in respect of nuclear safety at civil nuclear licensed sites,
and draws on the specialist advice of HM Chief Inspector of Nuclear Installations and Director of Safety
for HSE. The Secretary of State for Defence is similarly accountable to Parliament for safety at defence
related nuclear sites, and the Chief Inspector similarly advises the Secretary of State for Defence on
nuclear safety.

6. The regulation of the nuclear industry is carried out predominantly under the Nuclear Installations Act
1965 (as amended). The licensing powers in the Nuclear Installations Act were transferred to HSE in 1975
and are Relevant Statutory Provisions of the Health and Safety at Work Act 1974.

7. No person may carry out certain nuclear related activities that have been prescribed by the Secretary
of State for Trade and Industry under the Nuclear Installations Act, without a licence from HSE. The
licensing and enforcement of the nuclear industry is delegated to Her Majesty’s Chief Inspector of Nuclear
Installations.

8. The handling, treatment and storage of radioactive waste on nuclear licensed sites are covered by the
nuclear licensing regime and are regulated in the same way as nuclear safety. The day-to-day regulation of
all nuclear licensed sites is carried out by Her Majesty’s Nuclear Installations Inspectorate (NII), which is
part of HSE’s Nuclear Safety Directorate. HSE works closely with the Environment Agencies (the
Environment Agency in England and Wales—the Scottish Environment Protection Agency in Scotland),
and the OYce for Civil Nuclear Security, to ensure a holistic regulatory approach to securing the safety of
the public, the workers at nuclear sites and the protection of the environment.

9. In view of DTI’s dual role of industry sponsor and safety accountability, HSE works closely with the
Department to ensure that health and safety and nuclear licensing issues are given appropriate attention.

Safety Performance of the UKAEA

10. The safety performance (both nuclear safety and conventional health and safety) across the UKAEA
licensed sites has significantly improved since the HSE/SEPA audit at Dounreay was carried out in 1998.
UKAEA have recently introduced a number of initiatives aimed at achieving further improvements. Areas
being targeted include behavioural safety and works control issues. There have, however, been a number of
recent events that have warranted enforcement action by HSE. In particular, the events at the Waste
Processing Cells at Windscale and the Cementation Plant at Dounreay.18 UKAEA are undergoing a process
of restructuring that includes the establishment of partnerships with two major contractors, AMEC and
CH2MHill. The implementation of this restructuring is being closely monitored by HSE.

11. UKAEA engages a large number of contractors to assist with the decommissioning and remediation
activities across its sites. HSE continues to monitor the UKAEA arrangements for managing the activities
of contractors and in 2005 carried out team inspections of training and competency arrangements across
UKAEA’s four nuclear licensed sites. These inspections also covered the application of these arrangements
to the activities of contractors. Overall, the arrangements were considered to be acceptable, with a number
of good practices noted.

18 Following an investigation into the September 2005 incident at the Dounreay Cementation Plant (DCP), HSE served two
Improvement Notices on UKAEA in November. The first required UKAEA to remedy deficiencies in their arrangements for
training Dounreay site staV by the end of March 2006. The second Notice requires remediation of deficiencies in UKAEA’s
operating instructions and their arrangements for control of plant modifications by June 2006.

HSE has been monitoring the development of UKAEA’s recovery plan for DCP and will continue to monitor its
implementation to ensure that any radiation exposure to workers will be as low as reasonably practicable. HSE will need to
be satisfied that UKAEA has implemented the necessary safety improvements before the plant can resume normal operations.
In addition, HSE will ensure that the lessons learned from this event will be promulgated by UKAEA across the Dounreay
site and acted upon where necessary.
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HSE’s Interactions with the NDA

NDA’s Strategy Development

12. The advent of the NDA brings with it major changes in the structure and management of a large part
of the UK’s nuclear industry, and this, together with new ways of working and a greater focus on value-for-
money, could possibly divert licensees and contractors from their key responsibilities for health and safety.
HSE will be vigilant to this and its inspectors will work closely with the licensees and the NDA to ensure
that where there are conflicting demands, these do not lead to any diminution of health and safety.

13. HSE recognises the eVort that went into preparing the NDA’s first draft strategy proposals and, as
we have commented to the NDA, and believes it forms the basis for a strategy to which we can provide our
backing. Particularly welcome are NDA’s:

— clear declaration of its mission as safe, cost eVective, accelerated and responsible
decommissioning;

— vision that its number one priority is to fund and demonstrate real progress in reducing high
hazards in legacy facilities, especially at Sellafield; and

— intention to expedite decommissioning timescales, especially Magnox sites.

14. Not surprisingly with such an ambitious programme of work, HSE has some reservations and these
were set out in its response to the NDA’s consultation. Key amongst these are:

— that the draft strategy places too much emphasis on “value for money” and “acceleration”,
without addressing, as a priority, securing and improving health and safety, particularly nuclear
safety; and

— a concern that the NDA’s ambitious draft competition programme may require significant
diversion of attention and resources of the licensees, potentially to the detriment of safety, and
of HSE.

Operational Interactions with NDA

15. NII continues to liaise closely with NDA as it beds down into its role. Recent discussions have
embraced:

— ensuring that the licensee remains the controlling mind for safety;

— securing the continued focus of licensees on health and safety during times of change;

— establishing the operational interface between NDA, the licensees and HSE;

— reorganising UKAEA and relicensing its sites; and

— prioritising remediation work both within and between sites.

16. To support the NDA’s requirements for remediation and decommissioning, UKAEA has had to
greatly increase the resources engaged in its planning process. NDA’s arrangements for funding this work
has led to UKAEA proposing to defer some of the decommissioning project milestone dates that had been
previously agreed with HSE and are in the public domain. HSE is currently seeking to ensure that the key
milestones are maintained and, where changes are proposed, that UKAEA have provided adequate
justification. HSE recognises that NDA’s role includes making the best use of available skills and resources
but needs to ensure that UKAEA, as the nuclear site Licensee retains full responsibility for decisions
regarding the safety of facilities on its sites.

17. While HSE stands ready to work in partnership with the NDA, and will use our best endeavours to
help in achieving its goals, we will also continue to apply a clear, consistent and proportionate focus to our
independent regulatory duties, to ensure that, at all nuclear sites, the health and safety of both public and
workers is secured and improved.

February 2006

APPENDIX 11

Memorandum by Sir Anthony Cleaver, Chairman, Nuclear Decommissioning Authority (NDA)

Introduction

We became fully operational on 1 April 2005. On that date, we took responsibility for the
decommissioning and clean up of the UK’s civil public sector nuclear sites, previously owned and operated
by BNFL, or operated by UKAEA. We also took responsibility for the operational assets on BNFL sites
and the existing commercial contracts for Magnox electricity generation, for nuclear fuel manufacture at
Springfields and for spent fuel reprocessing and nuclear fuel manufacture at Sellafield. We are required to
operate these commercial assets eYciently and eVectively and to maximise revenue to oVset
decommissioning and clean up costs. All relevant BNFL assets and liabilities were transferred to us on 1
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April 2005. The Government’s intention was that the UKAEA’s assets and liabilities would also be
transferred to us but it was decided in the interests of the smooth establishment of the NDA to delay the
transfer which will now take place in March/April 2007.

Our Remit

In brief, our remit is to ensure that decommissioning and clean up is carried out safely, securely, cost
eVectively and in ways that protect the environment for this and future generations. Our current estimate
of the cost of decommissioning and cleaning up our sites is £55.8bn. Our functions, duties and powers are
set out in Part 1 of the Energy Act 2004. These are summarised in Annex A.< We operate openly and
transparently, protecting only that information which is commercially or personally confidential, or security
sensitive. We are required to provide best value to taxpayers, who are funding the decommissioning and
clean up programme. The Energy Act places specific responsibilities on us to:

— promote competition in the decommissioning and clean up market so that the best available skills
can be brought to the task;

— promote good practice;

— maintain the nuclear skills base and ensure that appropriate skills are available when needed;

— carry out research and promulgate the results; and

— give encouragement and other support to activities that benefit the social or economic life of
communities living near our sites.

These responsibilities are wide ranging and together with our national, strategic role represent a step
change in the way in which the civil nuclear sector has historically approached decommissioning and clean
up activities. Prior to the establishment of the NDA, UKAEA had made good progress with the limited
funds available to it in dealing with that part of the nuclear legacy for which it was responsible. The advent
of the client (NDA)/contractor (UKAEA) arrangement, as foreshadowed in the 2002 Managing the Nuclear
Legacy White Paper, has sharpened the focus on delivering accelerated programmes of decommissioning
and clean up safely, securely, cost eVectively and with proper regard to the environment. We have, therefore,
welcomed UKAEA’s decision to enter into a strategic alliance with other contractors further cementing
this change.

We believe that good performance in health, safety, security and environmental performance is not only
paramount but fundamental to the success of the NDA. Our goals are simple—no accidents, no harm to
people and no damage to the environment. Our Health, Safety, Security and Environmental Policy seeks,
by a process of continuous improvement, to achieve and maintain excellence in health, safety, security and
environmental performance. The delivery of excellence in these areas is crucial to our goal of safe and
eYcient decommissioning of the UK’s legacy sites and to the success of our commercial activities.

Our Policy applies to everyone involved in supporting the NDA’s mission, including our contractors. We
are developing health, safety and environmental performance metrics for our contractors and these will be
used to drive forward our commitment to deliver improvements in these vitally important areas.

Our Organisation

Our HQ is in Cumbria. We have just moved into a new oYce on the West Lakes Science Park, near
Whitehaven. We have four regional oYces: one in Abingdon (to cover the Southern sites); one in Risley (to
cover the North West and North Wales); one in Cumbria (to cover Sellafield, Calder Hall, Windscale and
the Low Level Waste facility at Drigg); and one in Forss (to cover the Scottish sites). We currently have 180
permanent staV in post and expect to reach 230 by summer 2006. We have a very small oYce in London
where I am based.

The Department of Trade and Industry (DTI) is our sponsoring Department. DTI bids for our funds from
HM Treasury as part of the Comprehensive Spending Review (CSR) process. As part of the 2004 CSR
settlement, we received a budget of approximately £2 billion for each of the three years 2005–06, 2006–07
and 2007–08.

As part of the 2004 Spending Review, DTI and HM Treasury agreed three PSA targets for the NDA.
These were to:

— deliver annual eYciency gains from 2006–07;

— complete competitions for at least 50% of our sites by the end of 2008; and

— reduce our total liabilities by 10% by 2010.

At present, approximately half of our budget derives from revenue from commercial operations, ie
electricity generation, reprocessing spent fuel and fuel manufacture. We have agreed with DTI a set of strict
criteria against which to evaluate any new commercial contracts. However, over time and as current
contracts are completed and commercial plants close, this revenue will fall and a proportion of it will need
to be made up by further grant-in-aid. Future funding will be achieved through the CSR process.

< Annex A not printed.
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Later this year and as part of the forthcoming Spending Review, we will be submitting to the DTI our
funding requirements for 2008–09, 2009–10 and 2010–11. We have yet to determine what our requirements
will be for those three years.

Corporate Governance Arrangements

The NDA Board—operating through me—is collectively accountable to the Secretary of State for Trade
and Industry for all aspects of the NDA’s activities and performance. We are also responsible to the Scottish
Ministers for certain matters, including activities that aVect NDA sites located in Scotland and in relation
to certain devolved policy matters, eg radioactive waste. The Chief Executive is responsible for the day-to-
day operations and management of the NDA, the performance of the executive management team and is
accountable to the Board. The Board comprises executive members and non-executive members with the
latter forming a majority.

The Board meets monthly around the Country with one meeting each year in Scotland, one in Wales,
one at Harwell and the remainder divided between Cumbria and London. The Board comprises seven non-
executive Directors (including me) and five executive Directors (including Dr Ian Roxburgh, my CEO). The
Board is working extremely well and in its first year has had to deal with real challenges such as: the incident
at Sellafield reported in April 2005 which shut down the THORP (Thermal Oxide Reprocessing Plant);
agreeing the scope and content of our first Strategy and undertaking a public consultation on it (the Strategy
is now with the Government for approval); BNFL’s proposed sale of British Nuclear Group (BNG) and the
implications for our competition proposals; and safety incidents at Dounreay.

When considering the make-up of the non-Executive members of the Board we were particularly
interested in securing people with a background and expertise in Human Resources, Academia, the
Environment, Accountancy, the Commercial Sector and Industrial Relations. I am pleased to say that we
achieved our objective.

The role of the non-executive members is to challenge the executive management; to ensure that the
executive team is focused and incentivised to produce positive results; and generally to hold the executive
team to account for its performance.

The NDA Board has established an Audit Committee, chaired by a non-Executive Director, to support
it in discharging its responsibilities for issues of risk, control and governance and associated assurance. The
Audit Committee advises the Board on:

— strategic processes for risk, control and governance and the Statement on Internal Control (SIC);

— accounting policies, the Annual Report & Accounts, matters arising from the external audit, and
Management’s Letter of Representation to the External Auditors;

— plans, activities and performance of Internal and External audit;

— adequacy of management response to issues identified by audit activity, including the external
auditor’s management letter;

— Board policies, including procurement and any matters relating to assurance on risk management,
control or corporate governance;

— proposals for tendering for either Internal or External Audit services or for purchase of non-audit
services from contractors who provide such services.

The NDA’s Annual Report & Accounts is audited by the National Audit OYce and the Energy Act
requires the NDA to lay the Annual Report & Accounts before Parliament each year.

The NDA Board has also established a Remuneration Committee, chaired by a non-Executive Director,
to support the Board in determining the remuneration and terms of service for the Chief Executive OYcer
and the Executive Directors. The specific duties of the Committee are:

— to determine the remuneration and terms of service for the Executive Directors to ensure that they
are fairly rewarded for their individual contribution to the organisation, having proper regard to
the organisation’s circumstances and performance and to the provisions of any national
arrangements for such staV where appropriate. The Board may also decide to extend the
Committee’s remit to include other senior managers’ terms;

— to monitor the performance of individual Executive Directors;

— to advise on and oversee appropriate contractual arrangements for such staV including the proper
calculation and scrutiny of termination payments taking account of such national guidance as is
appropriate; and

— to advise on the NDA’s employment policies and their revision, from time to time, including
personnel matters of magnitude.

We have also established corporate governance arrangements between DTI (our sponsoring department)
and the Scottish Executive. Meetings between the NDA’s CEO and Executive Directors with the DTI’s
Head of Energy Industries and Technology Unit, supported by senior oYcials from the Department’s
finance function and senior oYcials from the Scottish Executive, take place at quarterly intervals. These
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meetings review all aspects of the NDA’s activities, including the management of the NDA’s budget.
Monthly meetings take place at an appropriately senior level between the NDA, DTI and Scottish Executive
to review strategic, operational and policy issues. There are also regular senior level meetings between the
CEO and senior oYcials in HM Treasury.

During our short existence the Board has:

— consulted on, had approved by the Government and published our Annual Plan for 2005–06;

— had approved by the Government and published our Annual Report & Accounts for 2004–05;

— consulted on, revised and submitted to the Government for approval our first Strategy;

— consulted on, revised and submitted to the Government our Annual Plan for 2006–07; and

— started preparations for the production of our Annual Report & Accounts for 2005–06.

A copy of our Management Statement & Financial Memorandum is at Annex B.!

Contractual Arrangements with UKAEA

The NDA has an initial contract with UKAEA to manage and operate the sites for which UKAEA is the
Site License Company (SLC). These are: Dounreay, Windscale, Harwell and Winfrith. It is expected that
the NDA will also assume responsibility for the decommissioning and clean-up of the JET (Joint European
Torus) fusion facility at Culham when that facility ceases to operate, subject to its designation to the NDA
by the Government. Should the Government decide to designate the JET facility to the NDA as expected,
then the NDA would hold a competition for the decommissioning of the JET facility.

The contractual relationship between the NDA and UKAEA is essentially the same as that between the
NDA and its other management and operation (M&O) contractors (British Nuclear Group and
Westinghouse). Preparations for the transfer of UKAEA’s assets and liabilities to the NDA (see remit
above) and for the necessary restructuring of the UKAEA, are well underway and are expected to be
completed by spring 2007, ie before any of the UKAEA sites are competed.

These arrangements mean that there is a clear distinction between the respective client and contractor
roles of the NDA and UKAEA, both of which are Non Departmental Public Bodies (NDPBs). In essence,
the NDA determines the national strategic approach to decommissioning and clean up, agrees with its
contractors the work to be performed on each site and funds that work. The contract between the NDA and
UKAEA defines the scope of work to be performed at each site, the schedule for completing that work and
annual site funding limits. Performance Based Incentives (PBIs) are agreed between the NDA and its
contractors, including the UKAEA, which provide the basis on which contractors can earn fee (profit) by
meeting or exceeding PBIs. At present, contractors can earn up to 4.4% of the annual site funding limit in fee.

During autumn 2005, the NDA conducted a Portfolio Management exercise to review the performance
of each of its sites in terms of progress in achieving agreed work programmes and budget spend. Money was
taken away from some sites because of under performance and reallocated to better performing sites. The
UKAEA’s Harwell, Dounreay and Winfrith sites were all net beneficiaries and are receiving extra funding
for the current financial year which has allowed them to bring work forward.

Industry Pension Arrangements

The NDA is committed to delivering the pensions protections for the nuclear decommissioning workforce
as set out in the Energy Act 2004, Government policy and Ministerial statements. In order to help to deliver
those protections, the NDA is developing a new Nuclear Decommissioning Industry Wide Pension Scheme
(the new scheme) to look after the needs of staV if, on a future transfer to the private sector, they are unable
to remain in their current pension scheme.

The design and coverage of the new scheme is being informed by a detailed consultation with
stakeholders, in particular with the unions representing the workforce and will be subject to final approval
by the Secretary of State for Trade and Industry. A key requirement is that the new scheme will meet the
obligations set out in the Energy Act to enable staV transferred for NDA purposes to continue to accrue
benefits that are no less favourable than those they already enjoy. We are still considering the process to
determine who should run the new scheme.

There are currently three pension schemes in use by the NDA’s contractors, which are, in decreasing order
of size of membership:

— The UKAEA Combined Pension Scheme (CPS). All of UKAEA’s workforce and most of those
in the BNFL group are in this unfunded, public sector scheme (c13,500 employees in total). The
Industry Wide Pension Scheme is particularly relevant to current CPS members as they cannot
remain in the CPS if they transfer to the private sector, for example, as the result of competition
for site management or a sale of their employer. The proposed sale of Westinghouse would aVect
around 1,000 CPS members at the Springfields site. The new scheme is, therefore, being developed
to be ready in time for the possible completion of that sale in August 2006.

! Annex B not printed.
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— The Magnox Group of the Electricity Supply Pension Scheme (ESPS). Most of the Magnox
workforce (c3,500 employees) belong to this funded pension-trust scheme. The ESPS can
accommodate private sector members and it is not expected, therefore, that any current Magnox
employees will need to leave the ESPS as a result of site competition or in the event of any a sale
of the business. The Magnox ESPS Group is currently in deficit, in common with most other
funded trust-based final salary pension schemes. The NDA, Magnox and the Scheme’s trustees
have agreed a mechanism to repair the deficit involving a series of capital payments by the
employer over seven years (the first of which was made in 2005).

— The BNFL Group Pension Scheme (GPS). This is used by some parts of the BNFL group (c1,400
employees) and is a funded pension-trust. It can accommodate private sector employees and, like
the Magnox Group of the ESPS, currently has a deficit that is being repaired in a similar way.

Radioactive Waste Management

The decommissioning and clean up work that is our core remit will generate large quantities of radioactive
and non-radioactive waste. Radioactive waste is divided into three main categories—high level waste
(HLW), intermediate level waste (ILW) and low level waste (LLW).

HLW is a liquid waste bi-product of spent fuel reprocessing and is the most dangerous waste on any of our
sites. Treating this material and putting into glass blocks and stainless steel containers for interim storage is
our overriding radioactive waste priority. There is currently no long term management arrangement for
dealing with the (around) 2,000 cubic metres of HLW in the UK.

ILW arises in solid and liquid forms and is present at most of our sites. It arises from both operational
and decommissioning activities. In volume terms, there are around 350,000 cubic metres of ILW, some of
which has been packaged for eventual disposal but the majority is still to be retrieved from the facilities in
which it is currently held and packaged. As with HLW, there is currently no long term management
arrangement for ILW. Packaged ILW is currently kept in interim stores.

LLW represents by volume the largest proportion of radioactive waste. It is estimated that around 2
million cubic metres of LLW will have been generated by the end of the NDA’s decommissioning and clean
up programme. This does not include the estimated 20 million cubic metres of contaminated land on the
Sellafield site. Most LLW is disposed of in the LLW facility at Drigg. However, it is already clear that the
facility at Drigg does not have the capacity needed for all the LLW that will be produced and other facilities
will be required.

Options for the long term management arrangements for HLW and ILW are being considered by
CoRWM (Committee on Radioactive Waste Management), the expert group set up by the Government and
the Devolved Administrations (DAs). CoRWM is due to present its recommendations to the Government
and the DAs in July. A number of storage and disposal options are still being evaluated. The NDA is
working closely with CoRWM.

A particularly important strength that the NDA brings to the whole question of managing radioactive
and non-radioactive waste is our ability to look strategically across 20 sites and to identify synergies and
opportunities for rationalisation that no one site operator has historically been capable of doing. This has
the potential to lead to earlier site clearance and savings in interim storage requirements.

It is crucially important to the delivery of the Strategy—currently awaiting approval by the
Government—that early and firm decisions are reached on the long term management arrangements to be
pursued and on themechanisms for their delivery. We need to have the long term management arrangements
for HLW and ILW available by 2030—and ideally much earlier.

State Aids

In December 2004, the European Commission commenced a State Aid investigation into the commercial
operations formerly owned by BNFL and transferred to the NDA on 1 April 2005. The purpose of the
investigation is to determine whether the new arrangements distort the European market. The investigation
continues.

Interim funding arrangements, which ensure that no new Government aid will fund these commercial
operations during the course of the investigation, were put in place to allow the NDA to deliver
decommissioning programmes. The European Commission did not raise any objections to these interim
arrangements.
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Government’s Energy Policy Review

The NDA has a very clear remit that does not extend to issues relating to wider energy policy.

However, due to the high current level of interest in issues surrounding new nuclear build, when we
consulted on our Draft Strategy a number of respondents (around 70) made their views known on this issue
even though it was not raised in our Draft Strategy. We have passed on these comments to the Energy Policy
Review Team in the DTI.

Though we have no current remit relating to new nuclear build, we stand ready to support any new
Government policy in this area as appropriate.

Stakeholder Engagement

We have established Site Stakeholder Groups, independently chaired, for all of our sites to be the main
conduit on site specific issues between local stakeholders and the NDA. We have also established a National
Stakeholder Group to consider and advise us on national, strategic issues. All these fora have made a good
start and we propose to develop these arrangements further over the coming years.

APPENDIX 12

Memorandum by the Nuclear Free Local Authorities (NFLA) Steering Committee

Introduction

1. The NFLA Steering Committee has the support of 72 Local Authorities throughout the UK including
Glasgow, Edinburgh, Leeds, Manchester and the Greater London Authority. Some of its member
authorities host nuclear sites, some are neighbouring authorities concerned about local economic, safety and
environmental impacts of future legacy management, others are more widely dispersed and aVected, for
example, by nuclear transportation or historic (and potentially future) nuclear facility siting issues. All are
concerned about potential major nuclear accident consequences and co-operate in the collective community
interest to: eliminate the major production cycles that generate radioactive wastes; phase out nuclear
generating capacity; and ensure safe management of the radioactive waste legacy.

The Remit and Activities of the NDA

THORP, Magnox Reprocessing & the SMP

2. The NFLA Steering Committee contributed to the Local Government Association Special Interest
Group on Radioactive Waste Management and Nuclear Decommissioning (now known as the Nuclear
Legacy Advisory Forum [NuLeAF]) response to the NDA’s Draft Annual Plan. This submission raised
concerns, in particular, about the failure by the NDA to produce a justification for the continued operation
of Magnox power stations, the Sellafield Thermal Oxide Reprocessing Plant (THORP) and MOX/
plutonium fuel fabrication plant (SMP) for public consultation.

3. The NuLeAF submission stated that:

“There are concerns amongst some Local Authorities, at the absence of any consultation in the
context of the Annual Plan on the merits of continuing to operate plant at Sellafield and elsewhere.
On the figures alone, it appears that the NDA considers that it will cost more to run plant than
any income that they will generate. The failure to consult in this context contradicts clear
expectations raised.”

4. In addition to its Draft Strategy, the NDA has published an Environmental Report. This assessment
includes an evaluation of some of the operating facilities and the alternatives to continuing with operations.
But this cannot be described as a detailed rationale for keeping the plants open. The alternative to
continuing to operate the SMP for the production of MOX is not evaluated because “there is likely to be
little or no significant environmental eVects arising from the proposed approach as compared with the
baseline”. Magnox reprocessing is not evaluated separately from Magnox generation. NFLA Steering
Committee is concerned that these commercial activities undertaken by the NDA will result in further costs
to the taxpayer.

5. The Draft Strategy states that commercial operations “divert resources away from our key mission
of decommissioning and clean up“”. The NFLA Steering Committee agrees and believes that commercial
operations also detract from public support for the important and urgent task of decommissioning and
cleaning up the UK’s nuclear legacy. Whilst commercial operations are projected to provide around 50%
of the NDA’s total annual budget, it is not clear that continuing with any of the commercial operations is
economically sensible, and all the operations continue to add to the stockpile of dangerous nuclear waste
for which there is currently no acceptable management solution.
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Magnox Reactors

6. The Draft Strategy states that the NDA:

“will continue to run the operating Magnox sites until their planned closure dates unless any
technical problems force or justify closure on economic grounds.”

This is despite the fact that neither the NDA nor the Government has set out a justification for continuing
to operate the four remaining Magnox station: Dungeness A, Sizewell A, Oldbury and Wylfa. The
“Managing the Nuclear Legacy” White Paper states that information on the rationale for continued
operation would be made available on the same basis as THORP and SMP. (para 5.27)

7. Nuclear Economist, Gordon MacKerron has stated that:

“there can be little public confidence in the idea that Magnox avoidable costs are definitively below
the selling price of electricity. Testing this proposition again in a transparent and accountable way
would seem to be a necessary condition for any future justification and approval of Magnox
operation, and this would in turn require the appointment of genuinely independent experts to
carry out the necessary work”.[1]

8. There needs to be an open, transparent and independent examination of the justification for continuing
to operate the Magnox reactors.

THORP

9. The Annual Plan says the NDA will fulfil existing THORP contracts to reprocess spent nuclear fuel
for UK and overseas customers. The Government has argued in the past that existing THORP reprocessing
contracts must be honoured because:

“To do otherwise would break existing contractual commitments and Government
Undertakings”. [2]

10. This statement clearly only applies to overseas contracts—not those with British Energy (BE). BE has
previously called for an end to its reprocessing contracts. A BE spokesman stated that:

“We simply do not believe in reprocessing because of its huge costs and we want to renegotiate this
contract. We are paying six times as much to deal with our spent fuel as American generators do
at a time when electricity costs have fallen markedly”. [3]

BE has also stated that reprocessing “has left us with a service we don’t need, for a product we don’t want,
and at a price we cannot aVord”. [4]

11. It has now been revealed that a leak at the THORP plant, which was discovered in April 2005, started
in July 2004. The leak rate increased gradually until mid-January 2005 when the pipe in question suVered
a complete fracture. Although this leak did not present an immediate danger to the public, sources at the
NDA have said that the most economical option may be to keep the THORP plant shut. [5]

12. THORP is likely to remain closed for many more months and its projected revenue will be lost to the
NDA. The NDA’s plan for 2005-6 shows that, out of a total budget of £2.2 billion, it expected to receive
£1.08bn from commercial operations, of which £635.1 million would come from reprocessing and
transporting nuclear material around the world. A large proportion of this will be from THORP activities.
It is estimated that the leak will cost the NDA at least £300m in lost revenue this year alone. [6]

13. It is not yet clear how much it would cost to repair THORP, but there have been several calls to NDA
Chief Executive, Dr Ian Roxburgh, to cut the NDA’s losses and close the THORP plant permanently. With
almost all foreign reprocessing contracts now completed, it would almost certainly be uneconomic to re-
open THORP mainly to continue reprocessing spent fuel from BE’s AGR power stations. This would
unnecessarily produce large volumes of plutonium and uranium for which BE has repeatedly said it has
no use.

14. The Draft Strategy gives life-cycle costs for Sellafield of £31.5bn and life cycle projected revenue for
THORP at £5.1bn. These figures are almost completely useless without further information. It is noted that
the Draft Strategy document gives 2011 as the current date for the end of THORP reprocessing. This should
not be taken as a foregone conclusion. The NDA should be encouraged to carry out an open and transparent
public consultation on the future of THORP. All relevant financial information should be included in such
a consultation.

15. The Draft Strategy also states that:

“We need to find alternatives to reprocessing AGR spent fuel at THORP as the operating life of
THORP is likely to be less than that of the AGRs”.

As well as a debate about THORP’s finances, there should also be an open and transparent examination
of the technical opportunities for the storage of AGR spent fuel, in particular looking at the options for
introducing such storage as quickly as possible, rather than waiting until current contracts with BE have
been completed. The Draft Strategy says the NDA will commission work to examine the options for the
interim storage of spent AGR fuel. These studies need to be made public.
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16. The NDA says it will ensure that the return of reprocessing waste products to overseas customers is
expedited. The target date for completion of this process is 2016. This implies a large number of HLW
shipments by sea to Europe and Japan over the next decade. A draft timetable should be made public for
discussion.

Sellafield MOX Plant

17. The Draft Strategy states that the NDA says it will “continue to support the commissioning of the
Sellafield MOX Plant (SMP) but its success rests on it meeting sustained production targets.”

18. This statement appears to pre-empt an open and transparent examination of the justification for
keeping SMP open, as required in the White Paper. As with THORP, the financial information given in the
Draft Strategy is insuYcient for any conclusions to be reached. It states that the life cycle projected revenue
is £0.94bn, but does not give the basis for this calculation. Does this include, for example, just the signed
contracts, or does it also include potential contracts represented by letters of intent?

19. The Draft Strategy gives 2016 as the likely date when commercial MOX fuel manufacture will end.
However, it does say that if SMP is unable to meet its production targets the NDA will discuss the plants
future with the Government, especially in relation to its potential use in the management of the UK’s
plutonium stock. The basis upon which meeting its production targets is currently considered acceptable
should be made clear and discussed with stakeholders.

20. The NFLA Steering Committee would support the use of SMP to immobilise the UK’s stockpile of
plutonium as a waste-form.

Prioritisation

21. The Draft NDA Strategy states that the NDA will:

“. . . focus on the reduction of potential high hazards, especially at Sellafield. This is our number
one clean up priority.”

Reducing the volume of liquid High Level Wastes (HLW) is the single most important activity for
reducing hazards. The obvious first step in reducing this hazard would be to end the production of new liquid
HLW—in other words to end reprocessing of spent nuclear waste fuel. The NFLA Steering Committee has
called for this many times over many years but the Draft Strategy does not propose this course of action.

22. The Draft Strategy states that the main focus:

“is to retrieve the radioactive waste that is currently being stored in an untreated form, in ageing
facilities, and condition it to put it in a passively safe for long term storage or disposal”.

23. Apart from the misnomer of ‘disposal’ this focus is welcomed. According to Nirex, almost 90 per cent
of Britain’s hazardous nuclear waste stockpile is so badly stored it could explode or leak with devastating
results at any time [7]. A report by two government advisory committees (The Radioactive Waste
Management Advisory Committee and the Nuclear Safety Advisory Committee) revealed that up to 24
nuclear storage sites around the UK house volatile material that could explode on contact with water,
spontaneously combust in the air, or leak [8].

24. The Draft Strategy particularly highlights ageing facilities at Sellafield and Dounreay, with an
“ultimate potential for an uncontrolled release of radioactivity”. It highlights in particular the need for BNG
to produce plans to enable the retrieval of degraded Magnox spent fuel in pond B30 at Sellafield. It says that
the NDA will discuss with the Government the implications for its funding when fully detailed plans are
available from BNG.

Site end states

25. The Draft Strategy states that the NDA plans to consult and seek consensus with stakeholders,
including local communities, on site end states. Large volumes of lower level wastes are expected to arise
during decommissioning. The former head of the Government’s Liabilities Management Unit, Alan
Edwards, estimated that these volumes could be suYcient to fill 15 facilities the size of Drigg [9]. Thus,
discussion about site end states will raise a large number of issues. There is likely to be pressure, for example,
to increase the amount of wastes going to landfill sites, as well as pressure to lower standards for site
remediation in an attempt to reduce volumes of waste generated and their associated management costs.

26. The recent Government policy review of decommissioning decided that it is no longer necessarily
expected that sites should be restored to green field status [10]. The NDA plans to conduct a separate
consultation exercise later this year to reach a consensus among local communities on site end points. The
Draft Strategy says that the full extent of contaminated land at its 20 sites is not well understood, and will
be an important factor in determining the final end state.

27. Given the impact that site end points will have on national radioactive waste management policy,
the NDA should consult as widely as possible, and not just with communities local to their facilities.
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28. The NDA Strategy seeks to “accelerate significantly the decommissioning of Magnox stations”. The
current approach would take up to 125 years before reactor buildings are demolished and sites are finally
cleared, whereas the NDA is now saying that it will attempt to achieve full decommissioning and site
clearance in less than 25 years. This, however, will be “subject to long term waste management arrangements
being available”.

29. The acceleration of Magnox decommissioning is to be welcomed. It is a policy that the NFLA
Steering Committee has called for over many years. However, the Draft Strategy appears to make the
implementation of the 25-year strategy dependent on the introduction of a centralised storage or ‘disposal’
policy for Intermediate Level Waste (ILW). The Draft Strategy states:

“the availability of such a repository by 2025 would substantially reduce costs and would ensure
the responsible management of ILW by the existing generation.”

30. The NDA’s position is in danger of pre-empting the current policy consultations by the Committee
on Radioactive Waste Management (CoRWM). The NDA has other objectives besides reduction of costs
and it is not clear that a deep repository does represent responsible management by the existing generation.
This would depend, at the very least, on specific proposals for a deep repository at a specific site and forecasts
about the rate at which radioactivity would migrate from a repository.

31. The Draft Strategy makes it clear that the NDA “would not want any of our interim storage facilities
to be considered as providing a long term management solution (ie several hundred years) since they were
not designed to fulfil such a function”.

32. It is the view of the NFLA Steering Committee that the on-site storage of ILW, following the early
demolition of reactor buildings, in purpose-built, passively safe, retrievable, and monitorable stores should
be the favoured option. The 25-year strategy should not be dependent on the availability of a deep repository
or a centralised interim ILW store.

33. The Draft Strategy says that the NDA will evaluate the options for national and regional stores to
take advantage of economies of scale. This implies that, even if CoRWM decides against a deep repository
for ILW, there will be more transports of ILW from the current locations to regional or national stores. This
underlines the need to take account of the views of all stakeholders, including those on potential transport
routes, as well as those local to the NDA’s facilities.

34. The Draft Strategy is concerned that the cost of Low Level Waste (LLW) disposal at Drigg is very
high by international standards, and that Drigg will not be able to take all future arisings from
decommissioning and clean-up operations. The NDA says it will “. . . seek new, more cost eVective solutions
for the disposal of the rising quantities of LLW”. The NFLA Steering Committee is concerned that any new
LLW management proposals maintain current health protection and environmental standards.

35. The Draft Strategy says that it may be more acceptable to provide a replacement to the Drigg facility
at or close to Sellafield. The NFLA Steering Committee supports the development, by the Government, of
a new LLW management policy based on a clear set of environmental principles, including the polluter pays
principle and the proximity principle.

Plutonium & Proliferation

36. The Draft Strategy states that the NDA will discuss with and advise the Government what proportion
of UK plutonium should be held as strategic stock for future energy use, and the proportion that should be
declared a waste. It is part of the remit of CoRWM to make recommendations to the Government about
this. Arrangements also have to be made, according to the Strategy, for the repatriation of foreign owned
plutonium as MOX fuel. The Draft Strategy also suggests that the NDA will discuss the possibility of selling
UK plutonium to an overseas MOX manufacturer.

37. The NFLA Steering Committee is deeply concerned about the proliferation implications of
transporting weapons-useable plutonium around the world, in any form. The NFLA Steering believes that
all plutonium as Sellafield should be converted to a waste form whether it is UK or foreign owned, by
negotiated agreement with its owners. The NDA estimate plutonium disposal will cost around £10 billion
but there is no explanation of how this figure is arrived at.

Competition

38. The Government’s Nuclear Safety Advisory Committee (NuSAC) has expressed “serious concerns”
about the plans for contractorisation of decommissioning work, fearing that financial pressures will
encourage the companies to cut corners and increase risks [11]. These concerns have recently been repeated
by a former Sellafield site director [12]. The NDA should formally publish the NuSAC advice along with
its response explaining why it does not agree.
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Finance

39. The total estimated life cycle cost of operations, decommissioning and clean up has increased from
£48bn (estimated in 2002) to £56bn in 2005 based on the life-cycle baselines. The NDA is now expected to
announce that this figure has risen again, possibly to £70bn. The Draft Strategy warns that costs could
increase, particularly if reprocessed uranium and plutonium are declared a waste. On the other hand, the
NDA hopes that innovation will start to drive down costs.

40. The Draft Strategy says that “achieving a rapid decision on rationalising interim ILW storage and
LLW disposal” are key elements in driving down costs. The NFLA Steering Committee believes that waste
management decisions should be driven primarily by environmental considerations and not by the need to
drive down costs.

41. The Draft Strategy also says that over the next five years the level of Government funding will need
to increase as commercial income decreases. There may also be unforeseen closures:

“The uncertainty over the future of THORP and SMP, and any earlier than foreseen Magnox
closure, could lead to a significant shortfall in commercial revenues”.

This suggests the NDA’s funding mechanism is influencing its decisions about whether or not nuclear
waste generating facilities should continue operating or not. It is the NFLA Steering Committee view that
whether or not to continue operating waste producing facilities should be driven by environmental rather
than financial considerations.

The compatibility of current plans for the NDA and UKAEA with any increased reliance on nuclear power
generation

42. Past policy towards nuclear generation and waste management practices have together created a
substantial environmental and financial burden on society. For reasons set out above, the NFLA Steering
Committee does not believe the NDA should itself should engage in its current commercial practices as these
detract from its nuclear legacy clean up task. Any increased reliance on nuclear power generation will
ultimately be underwritten by the taxpayer and, if past experience is a guide to future practise, potentially
create new significant environmental and financial liabilities that could be placed upon the NDA, or a
successor body. Therefore the NFLA Steering Committee does not consider the NDA’s main organisational
task is compatible with any increased reliance on nuclear power generation.
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APPENDIX 13

Memorandum by the Nuclear Industry Association

The Nuclear Industry Association (NIA) is the trade association and information and representative body
for the British Civil Nuclear Industry. It represents around 120 companies including the operators of the
nuclear power stations, those engaged in decommissioning, waste management, nuclear liabilities
management and all aspects of the nuclear fuel cycle, nuclear equipment suppliers, engineering and
construction companies, nuclear research organisations and legal, financial and consultancy companies.
Although this inquiry is also looking at the UKAEA we have limited our response to the Nuclear
Decommissioning Authority (NDA).

The establishment of the NDA heralds a fundamental change in the structure of the British Nuclear
Industry and the way in which it will operate including its impact upon the structure and work of all the
nuclear site licensees. NIA has worked closely with the DTI, the Liabilities Management Unit (LMU) within
DTI that paved the way for the NDA, the NDA team, and with our member companies to represent the
interests of our members as the proposals have been developed and implemented. This submission has been
prepared under the auspices of our NDA Steering Group and its three specialist sub groups. NIA therefore
welcomes this opportunity to participate in the Trade and Industry Committee inquiry.

Remit and Activities of the NDA

The remit and activities of the NDA are both heavily dependant upon third party decisions and
operational plant availability outside its direct control and there are key areas where the approach to
decommissioning will need to evolve when those decisions are made. The following issues are likely to have
a significant impact on management, timing, contracting and lifetime costs of the decommissioning
programme:

(a) A decision by government on waste management and the Committee on Radioactive Waste
Management (CoRWM) report.

(b) A decision by government and the commercial sector on new nuclear build.

(c) Decisions on site end states and Magnox decommissioning timescales to be agreed.

(d) A UK strategy to be agreed concerning civilian stocks of depleted uranium and separated
plutonium.

(e) Uncertain clean up costs of legacy materials.

(f) A decision on long term storage or reprocessing of AGR spent fuel.

(g) Availability of operational plants such as THORP.

(h) Potential future reprocessing contracts for THORP.

The nature and the length of time to make such decisions has a series of potential eVects on the work of
the NDA:

(a) NDA short term funding plans of around £2.2 billion per annum is based in large part on revenue
from operational sources such as THORP. The uncertainties are likely to cause a reduction in the
NDA expected revenue stream. This short term funding commitment and revenue reduction is of
concern to prospective tier 1 and tier 2 contractors wanting to develop long term relationships with
the NDA and their suppliers. Government financial backing for the NDA in its commitments to
tier 1 and tier 2 contractors needs to be assured to provide confidence when bidding for new
competed packages flowing from the NDA between 2006 and 2012.

(b) The readiness of tier 1 and tier 2 contractors to take on the range of decommissioning and allied
tasks which includes the retention of skills and expertise.

(c) A future new build option could heavily influence the end states of existing sites, in particular if
new power stations are to be built on the same site as existing ones. It would be a detrimental step
for the NDA to take decisions on the end-state of sites which could limit or preclude their use for
future nuclear development. This is discussed in further detail below.

(d) The NDA have stated an objective to decommission Magnox stations in 25 years without
indicating whether they have conducted an impact assessment and how they intend to achieve it.
Whilst supportive of plans to bring forward timescales for clearance at the Magnox stations, NIA
urge that care is taken to ensure transparency over the decision and ensure this is the optimum
approach.

(e) The NDA’s intention to encourage early decision making by Government on CoRWM’s
recommendations on long term storage of waste is fully supported since this is crucial to the
achievement of NDA’s mission.

(f) The NDA strategy to be agreed withGovernment onwhat proportion of civilian stocks of depleted
uranium and separated plutonium now owned by NDA should be treated as waste and what can
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be considered as strategic stock is important. These valuable materials are a fuel resource for future
energy supply and any decision to consign them as waste will have implications for current and
future generations.

The extent the NDA require to monitor and manage the decommissioning process through site licensees
is considered by NIA as too intrusive and acts as a disincentive to innovation and achievement of cost
reductions. NDA contracts and the flow down contracts that result from them to the supply chain should
be output based to encourage eYciency and innovation to ensure contractors can provide the NDA with
added value for money without having significant restrictions placed on their activities.

The close monitoring of the existing incumbent contracts by the NDA is raising concerns that the NDA
is significantly understaVed slowing down the administration of the existing incumbent contracts and future
contracts at tier 1 & 2 level.

The NDA’s intention to work with contractors and regulators to promote sustainable employment
opportunities within the nuclear industry including identifying and developing the skills required for nuclear
clean up is supported. However, there does not appear to be any positive position on ensuring that the future
operational skills in the industry are maintained and expertise is not lost. NIA considers that the NDA
should lead this strategy, not contractors who have short term contractual requirements to fulfil. The NDA
are the main driver behind decommissioning and should be ensuring that the skills necessary over the next
25 years or more are maintained and enhanced.

In addition, the NDA’s remit for skills retention and research does not cover other parts of the nuclear
industry and it should be encouraged to support all of the UK’s strategic interests including new build as
well as decommissioning. This is dealt with more fully below.

Little reason is provided by the NDA on how it arrived at the proposed bundles of contracts and timings
published for competition. As an example, there may be benefits to be gained by competing Sellafield earlier
than planned which could be achieved in several diVerent ways. NIA believe this should be reviewed and
the decision making process made transparent.

The role and remit of the NDA together with how it is going to achieve its stakeholder expectations is not
set out anywhere in suYcient detail. Guidance on how its tier 1 contractors should interact with and assist
stakeholders should be provided. Additionally, the tier2/3 supply chain should be considered in more detail
and the fact recognised that a vital component of the UK decommissioning and clean up capability is
actually in the lower tier companies. The NDA focus is on its tier 1 contractors and this leaves the NDA in
danger of overlooking the skills, competences and competitiveness of the supply chain and the way
innovation may be encouraged. The creation of the NDA has impacted radically on the supply chain in
terms of its structure and form of contracts now being passed down by tier 1 companies.

Some detail on the NDA’s relationships with other major stakeholders such as the regulators, Nirex and
CoRWM would also be helpful to the supply chain.

Compatibility of Current Plans for NDA with Increased Reliance on Nuclear Power Generation

Current NDA policy and plans have the potential for interaction between the decommissioning
programme and Government policy of “keeping the nuclear option open”. This is particularly so given the
NDA position regarding site end states which proposes to return several nuclear sites to green field status
and de-license them. Existing infrastructure at such sites, such as grid connections, could make them
particularly attractive for future re-use. Additionally, their current licensed status could save valuable time
if a decision favouring new nuclear build was forthcoming.

Given this situation it may be more appropriate for the NDA to adopt a minimalist approach and return
sites to a stable state fit for re-use rather than aiming to return them to green field status. Also to coordinate
their planning with government policy, in particular with the energy review and any decisions on whether
the UK should engage in new nuclear build.

The NDA support for development of skills required for nuclear decommissioning and clean up is
welcomed but there is no recognition of the skills required to support new build. Measures being taken by
organisations to enhance skills in support of decommissioning are unbalancing the availability of nuclear
skills in the UK in favour of decommissioning. The UK nuclear industry would benefit if the NDA took an
approach which addressed both skills retention and research and development to support all of the UK’s
strategic interests including operations and new build.

The focus of the NDA is on decommissioning and clean up at its sites but it will inevitably be taking
decisions that aVect the entire UK nuclear industry. Significant commercial assets are owned by the NDA
including Springfields and Thorp which are critical to the operation of the UK nuclear fleet. The NDA needs
to ensure that decisions made relating to these assets meets the requirements of the operational side of the
nuclear industry and that it has the flexibility to deal with a range of nuclear industry futures including plant
life extension as well as replacement nuclear generating capacity.
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The NDA’s Performance and Accountability

All of the above reflect in part on the NDA’s performance in the subject areas under consideration. The
following items below are additional to these.

The NDA would benefit greatly by providing stakeholders with an indication of how it intends to monitor
its progress and achievements against its own plans and make this transparent to all in line with its policy
of openness. Stakeholder confidence in the NDA’s ability to deliver decommissioning on the ground is
important.

NDA’s statutory responsibility to “take account of the socio-economic impact of (their) activities” is a
broader issue than just the provision of support and contributions to local communities and supply chain.
The wider issues also need to be addressed including the maintenance of the social and economic
infrastructure of the local community, for example, through the benefits of a continued level of high
employment. Also the visible factoring of community concerns into site priorities for clean up (dominated
correctly by potential hazard reduction). In this regard it is also important for stakeholders, particularly
those representing the local community to be seen to be able to influence particular aspects of the NDA’s
decision making process.

The current NDA tier 1 contracts do not support innovation. For example the NDA’s current approach
to intellectual property rights (IPR) ownership deters contractors from putting forward innovative ideas
when they are going to lose part of the ownership of IPR to the NDA. The NIA considers that the NDA
should, as with other Government agencies, accept a non-exclusive licence.

Additionally, the proposed cost plus nature of contracts with very limited returns and no ability to out
perform the contract is unlikely to encourage eYciency or innovation and may restrict the number of bidders
participating in the bidding process.

To allow programme acceleration the NDA needs to create an appropriate competition environment for
the supply chain and hence increase the eYciency with which work is being competed. The NDA should
take on the task of driving the correct behaviours through the tier 1 contractor to ensure the supply chain
is nurtured and not damaged over the coming years.

The close monitoring of the existing incumbent contracts by the NDA is raising concerns that the NDA
is significantly understaVed slowing down the administration of the existing incumbent contracts and future
contracts at tier 1 & 2 level.

Other Relevant Matters

NIA believes the proposed fee levels are insuYcient to attract and retain the best players in the clean up
market. More attractive performance based fee levels are available in other international and domestic
markets, both in the nuclear and non-nuclear industries.

Research and innovation is very important to the NDA’s mission and the NDA’s intention to set aside
funds to support relevant research is noted. However, it is considered by NIA that given the nature of the
challenges, the level of funding suggested is insuYcient.

Concerning the NDA competed contracts, there is currently no information of how past environmental
liabilities on sites will be dealt with. There is concern that unless a clear mechanism is established it is a
potential area for disputes between the NDA, the past site licensee and new site licensee. The NIA believe
a register of environmental liabilities should be established prior to competition to give bidders a clear
indication of past environmental issues.

January 2006

APPENDIX 14

Memorandum by the Nuclear Legacy Advisory Forum (NuLeAF)

1. NuLeAF [The Nuclear Legacy Advisory Forum] is a formally constituted “Special Interest Group”
of the Local Government Association (LGA) with a membership of over 90 local authorities in England and
Wales, covering both areas “hosting” nuclear facilities and those with an interest in the issues raised. Annex
1 to this response sets out the Terms of Reference of the LGA Special Interest Group on Nuclear
Decommissioning and Radioactive Waste Management while Annex 2* lists our January 2006 membership.

2. NuLeAF has prepared this submission to assist in your review in relation to the remit and activities
of the NDA (and UKAEA), their performance and accountability and other general matters. NuLeAF’s
terms of reference do not extend to issues of nuclear power generation and no comments are made on this
aspect of your terms of reference.

3. This response comments solely on the role of the NDA and is structured by reference to the topics
covered in the NDA’s Draft Strategy. We do not comment on the UKAEA roles—which now place it as one
potential contractor in a competitive market place organised through the NDA. As the following detailed

* Annex 2 not printed.
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comments make clear, the NDA’s approach is broadly supported, but many of its structures remain to be
tested over time—such as its local and national stakeholder mechanisms. A particular concern for local
government is the very significant burden placed on local government in engaging with the NDA at all levels
and on the scale required. We would very much wish to see direct funding to enable local government to
engage actively and where appropriately independently and critically on the NDA’s strategy development,
prioritisations processes and in influencing national policy development. We would welcome the
opportunity to further develop evidence on this matter to be given orally.

4. In 2005, NuLeAF welcomed the NDA’s Strategy consultation as the culmination of a careful and
thorough process, on which the NDA had worked with the present contractors since its establishment in
April that year. However, NuLeAF fully recognised that there would need to be further significant updating
of the NDA Strategy, as national policy development and further work with stakeholders provides
clarification and feedback. In particular, issues concerning the implementation of CoRWM’s work on
radioactive waste management and what bodies should be given what roles, will need to be carefully
assessed.

5. NuLeAF has welcomed the NDA’s commitments to local communities, local employment and skills;
and “nuclear community” local authorities within NuLeAF’s membership are working particularly closely
with the NDA, for example in Cumbria. A Memorandum of Agreement was concluded between the NDA,
local authorities, Government OYce North West and the North West Regional Development Agency—
setting out mutual commitments given the establishment of the NDA HQ at Westlakes near Whitehaven.

6. In addition, a West Cumbria Strategic Forum to directly engage at Ministerial level on the impacts of
decommissioning has been formed and is currently developing a spatial master plan for the area, to counter
the major impacts of employment decline at Sellafield. The understanding of the urgent need to ensure the
availability of the skills required to deliver the NDA Strategy and the requirement for socio-economic plans
for all communities aVected by decommissioning, have demonstrated the NDA’s recognition of these
important concerns of Local Authorities (LAs)within NuLeAF’s membership.

7. NuLeAF welcomed the top six decommissioning priorities in the NDA’s draft Strategy as broadly
appropriate—particularly the top priority of addressing the Sellafield Legacy Ponds problem—plus the
fresh approach to the use of the Low Level Waste (LLW) site at Drigg as just one part of a more dispersed
approach. NuLeAF has been actively engaged with the DEFRA review of LLW policy given its potential
impact on many local communities.

8. The NDA’s aspiration to move forward rapidly on interim Intermediate Level Waste (ILW)
management is also acknowledged, though NuLeAF is also actively engaging in CoRWM’s processes to
ensure that open and transparent processes are continued and that an agreed national way forward can be
developed.

9. In respect of Nuclear Safety, the NDA has rightly focused on hazard reduction and waste retrieval—
this seems sensible and has been welcomed by NuLeAF as a first indication of prioritisation on safety. We
have also welcomed the NDA’s developing ‘Health, Safety, Security and Environment (HSSE) Policy’,
which demonstrates a firm drive by the NDA in these operational areas and a willingness to require
improvement by their contractors.

10. The NDA strategy included what we felt was, rightly, exceptionally strong wording requiring the
Reduction of Potential High Hazards, with the NDA placing a requirement on British Nuclear Group
(BNG) to report by the end of September 2005. NuLeAF welcomed the pressure on BNG to act to overcome
the history of delay in tackling this primary national problem.

11. NuLeAF has also supported the NDA in arguing that adequate budget provision must be made
available to enable clean-up to proceed across the UK as well as at the diYcult Sellafield legacy plants. LA’s
and other stakeholders are as a consequence being further consulted on the approach to be adopted, before
decisions are finalised.

12. NuLeAF has also welcomed the NDA’s proposed acceleration of reactor site decommissioning.
However, many in NuLeAF’s membership consider that there should be an early independent examination,
involving local and national stakeholders, of the justification for continuing to operate the Magnox reactors
to their present planned lifetimes. In addition, NuLeAF considers that on-site storage of Intermediate Level
Waste (ILW) at the decommissioning sites, following the early demolition of reactor buildings, in purpose-
built, passively-safe, retrievable and monitorable stores, should be the favoured option. NuLeAF takes the
view that the 25-year strategy should not be dependent on the availability of a deep repository or assume a
centralised interim store.

13. NuLeAF’s membership has begun to be engaged in the NDA led discussion on the site end states
issue. NuLeAF welcomes the NDA’s engagement both directly with NuLeAF’s member Councils and
through the various Site Stakeholder Groups, as they facilitate local discussion. Given the impact that site
end points will have on national radioactive waste management, we feel that the NDA should consult as
widely as possible, and not just with communities local to their facilities. NuLeAF’s membership is also
concerned that leaving sites only partially decontaminated could result in dilution and dispersal of
radioactivity into the environment, imposing costs and risks on future generations. In all cases, irrespective
of the intended use of a site, full consideration should be given to decontamination to a level that would
allow unrestricted use (excluding areas used for monitorable and retrievable waste stores).
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14. With reference to Waste Management, we have made comments to the NDA on each of the waste
levels. Firstly, NuLeAF strongly supports the NDA in its pressure to ensure the regulatory target for High
Level Waste (HLW) immobilisation is achieved or bettered. However, some local authorities within
NuLeAF’s membership strongly disagree with an approach that allows continued production of liquid high-
level waste (HLW) and thus urge an early end to reprocessing and early closure of Springfields before its
planned 2007 date. Copeland and Cumbria County Councils’ wish, however, to see an open and transparent
review of the issues before final decisions are taken, given the significant adverse impacts of early closure of
THORP.

15. NuLeAF recognised that the NDA draft Strategy could not reach firm views on Intermediate Level
Waste disposition, while national ILW policy is unresolved. There are a range of views within NuLeAF’s
membership on the CoRWM options. However, NuLeAF’s membership primarily support, at this stage,
phased deep disposal or long term interim surface storage, rather than the deep disposal (with immediate
closure) option, as commended to CoRWM by the NDA. NuLeAF is, as noted above, a very active
participant in both the MRWS (CoRWM) process—which it fully supports—and engagement with the
NDA through its local and national stakeholder engagement mechanisms.

16. NuLeAF recognised too, that the NDA Strategy raised some very key issues about the future role of
the Low Level Waste facility at Drigg within the changing national LLW Strategy. NuLeAF welcomed the
evident recognition by the NDA of NuLeAF’s concern that the LLW site at Drigg should not be assumed
to provide a single national solution to low level and decommissioning waste management. There are also
strong concerns within NuLeAF’s membership at the future licenseability of the LLW site. In addition,
NuLeAF would strongly object if any new Low Level Waste (LLW) management proposals, in West
Cumbria or at other nuclear sites, were to involve a lowering of environmental standards or an increase in
risk to health in order to reduce costs. Cost reduction and associated operational arrangements associated
with US situations are inappropriate in the developed UK context.

17. Although not directly within NuLeAF’s remit, we regard the issue of Dounreay particles, found on
beaches and the seabed, as one of unauthorised discharges of radioactivity into the environment. We have
urged the NDA, in consultation with Scottish interests, to review the issues involved in their removal and
treatment as waste. [NuLeAF is also looking forward to working with a sister body likely to be formed soon
under the aegis of CoSLA—and will seek to work with that body in developing UK-wide perspectives where
appropriate.]

18. NuLeAF has also expressed views on the commercial operations and assets issues raised in the NDA
Strategy. We are particularly aware of the current uncertainties concerning THORP recovery, and questions
concerning the capacity of the Sellafield MOX plant (SMP) to deliver at viable throughput rates. However,
there is little NuLeAF can currently say in commenting on commercial issues. NuLeAF will monitor the
situation carefully. However, NuLeAF also recognises that there could be severe local and immediate
economic consequences for west Cumbria if the plants are closed early. NuLeAF has requested that the
NDA be more open and transparent as it develops its thinking on the future of THORP and the SMP, and
prepares recommendations to Government. We consider that before final decisions are taken by
Government, relevant financial and employment information should, as far as possible, be made public and
the views of stakeholders should be widely canvassed and fully considered.

19. The NDA’s strategy for returning reprocessing waste products to overseas customers (consequential
upon the Government decision on substitution) implies a large number of High Level Waste (HLW)
shipments by sea to Europe and Japan over the next decade. Consistent with OCNS advice, a draft timetable
should be made public for discussion.

20. NuLeAF has also considered the important issue of how stockpiled uranium and plutonium is
managed in the UK. These were reviewed over recent years within the BNFL National Dialogue. It remains
a complex issue, associated with the performance of the SMP and the possible UK use of MOX fuel in new
build reactors. It would be possible to run a reactor as a means of reducing usable stocks. NuLeAF has no
agreed policy position on these matters, and it would be premature to develop a view until the issues around
THORP and the operational eVectiveness of SMP are clarified.

21. In relation to Competition and Contracting, NuLeAF has noted the proposed timetable set out in
the NDA’s draft Strategy. With particular regard to the early contracting of the Drigg site, NuLeAF can
see both pros and cons. The national LLW policy remains unresolved until mid-2006 (though NuLeAF will
comment on the DEFRA Review when published shortly). There are significant questions remaining in
respect of site licensing for the LLW site at Drigg raised by the Environment Agency. Councils in NuLeAF’s
membership consider these uncertainties could be suYcient to rule out further LLW disposals at the Drigg
site—based on questions concerning the presence of ILW in the old tumble-tipped trenches, the problem of
how to take into account climate change issues in assessing coastal site risks and its role in meeting local
(Sellafield), as opposed to national, needs (for example for small users).

22. A possible “pro” is that a new contractor could get a real grip on the issues of LLW nationally. The
“con” is that major short-term measures, to keep Drigg open to customers, will be implemented by BNG
just at a time when it has to concentrate on seeking to retain the contract. One approach, suggested by
Cumbria County Council, is to regard the LLW site at Drigg (or new locations at Sellafield or elsewhere)
as providing interim storage capacity. (It should also not be forgotten that in the 1980’s, Nirex were
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investigating co-disposal of LLW in their proposed ILW repository after objections to LLW proposals.)
NuLeAF will be pressing the Government, NDA and CoRWM to take an holistic view of the radioactive
waste issue in the way waste policy is developed during 2006.

23. Concerning Socio-Economic & Stakeholder Support, NuLeAF has made the following comments to
the NDA. We welcomed the NDA’s recognition that it has a “leadership role”, working with Government
and devolved administrations to maximise opportunities for local people and businesses arising through
decommissioning and clean-up. The support for west Cumbria and the Dounreay area, as well as other sites
noted in the Strategy, is important. NuLeAF’s Cumbria members were delighted to see the establishment
of the NDA HQ in West Cumbria. In addition, the NDA’s assistance with the development of the National
Nuclear Skills Academy, the Nuclear Institute and opportunities for a Nuclear Laboratory to maintain
legacy management capacity is particularly welcomed. All in NuLeAF’s membership recognise that the UK
must maintain a strong nuclear skills base in order to manage the long-term decommissioning and waste
management agenda. We also welcome the link to the wider skills agenda, which should assist in providing
generic skills to support a transferable workforce and diversification of the local economies around nuclear
sites. Provision needs to be in line with the Government’s Skills White Paper and support the skills
requirements of local businesses. NuLeAF welcomes the NDA’s recognition that those communities
disadvantaged by decommissioning need to be seen strategically as well as locally. The NDA’s work with
the Government, the devolved administrations, their regional development agencies and local government
will be vital in ensuring support to ‘isolated’, single-industry communities.

24. With regard to the Financial Requirements needed to fulfill the NDA’s remit, we noted the headline
in the NDA draft Strategy that lifetime decommissioning costs are somewhat higher than previously
estimated. NuLeAF will want to ensure that a fair and clear prioritisation process is developed in respect
of timing and continuity of spend across the sites, with NuLeAF and its membership fully involved in
that process.

25. NuLeAF also welcomed the Environmental Report that accompanied the draft NDA Strategy, as
well as the NDA’s helpful and necessary application of the Strategic Environmental Assessment (SEA)
Directive. The additional topics that the NDA have identified, we considered were well thought out and
useful. The key issues arising from the environmental baseline will need to be handled carefully, and
prioritisation of work must be open and transparent. Close consultation with NuLeAF and its members, as
well as all the Site Stakeholder Groups, will be essential.

26. In summary, NuLeAF appreciate the hard work and integrity that the NDA put into the compilation
of their first draft Strategy and the positive pace of their work in this first fully constituted year of operation.
We hope that the results of the Government’s deliberations on the draft Strategy and its final publication
in April 2006 will have fully recognised the concerns of English and Welsh local government, as expressed
through NuLeAF.

GeoV Blackwell
Chairman

Annex 1

NUCLEAR LEGACY ADVISORY FORUM—NuLeAF

Local Government Association (LGA) “Special Interest Group” (SIG) on Radioactive Waste

Management and Nuclear Decommissioning

The Current Terms of Reference are:

Bearing in mind the renewed emphasis on stronger local government and the recognition by Government
of each authority’s role as leader of its community, the LGA SIG on radioactive waste management and
decommissioning issues will:

— seek to ensure that all nuclear waste management and nuclear decommissioning activities operate
to the highest safety, security and environmental standards by contributing to best practice in the
development of a policy framework for radioactive waste management and NDA strategy and
implementation

— provide a forum through which to seek to establish a common local government view about

(i) the Government’s radioactive waste management policy development process

(ii) policies to monitor, inform and influence the formation, strategy and operation of the
NDA, and

(iii) other nuclear issues

— seek to promote such agreed views by engaging with Government, the NDA and other agencies
about legacy issues in the short and long term

— provide advice and support to local authorities that request it, and
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— having regard to the foregoing, hold meetings as appropriate, seek appropriate local government
representation on relevant bodies, provide for the briefing of LGA members on the issues
concerned, publicise the issues within the local government community, and seek a mechanism
that will ensure appropriate community representation in all relevant decision making.

The current Aims are;

— to seek to ensure that all nuclear, waste management and decommissioning activities operate to
the highest safety, security and environmental standards

— to raise the profile of debate within local government on any issuewith very significant implications
for any area aVected by future proposed radioactive waste development

— to increase and aid ‘capacity building’ within local government and enable informed responses to
Government and the NDA from a broader based local government grouping

— to be an interface with government and the NDA on future strategic radioactive waste policy,
decommissioning and liabilities management issues

— to confer greater democratic legitimacy on Government and NDA engagement processes in the
decommissioning and legacy management sphere

— to add weight and credibility to the current local government input into the radioactive waste,
decommissioning and liabilities engagement processes now in hand

— to eVectively utilise the democratic legitimacy of local government and increase influence over
policy and strategy proposals that will be critical to national progress on nuclear industry
legacy issues

— to provide representatives on Government and NDA consultative, stakeholder and advisory
bodies reporting back to local government through the SIG mechanism

— to lever resources, in addition to those conferred through the establishment of a SIG*, to enable
‘capacity building’ within local government so that Government policy can develop with broad
based democratic consent.

31 January 2006

APPENDIX 15

Memorandum by Prospect

Introduction

1. Prospect is a trade union representing 105,000 scientific, technical, managerial and specialist staV in
the Civil Service and related bodies and major companies. In the energy sector we represent scientists,
engineers and other professional specialist staV in nuclear and radioactive waste management industries,
and the wider electricity supply industry.

2. Our members are engaged in operational and technical management, research and development and
the establishment and monitoring of safety standards, environmentally and in the workplace. Within the
UKAEA, Prospect and its predecessor unions have taken the lead in representing employees from the
Authority’s inception in 1954.

3. Our UKAEA members have strong feelings about the impact of the NDA on the UKAEA’s
established work, the increased responsibility in dealing with a further NDPB and the possible break up of
UKAEA as a national decommissioning organisation. This submission reflects their concerns. It builds on
the submission we made to the Select Committee’s inquiry into the NDA in February 2005. Whilst
recognising that the position has progressed over the last year, some of the concerns expressed in our
previous submission remain valid. These include the short length of contracts, resource implications arising
from frequent bidding exercises, and the apparent low priority given to the NDA’s socio-economic
responsibilities.

Preamble

4. This response describes the eVects on UKAEA from being the UK’s prime deliverer of a civil nuclear
programme to becoming a contractor to the NDA competing to decommission its own sites.

Background

5. The UKAEA was established under the 1954 Energy Act and took responsibility for Britain’s nuclear
programme, both civil and military. StaV totals reached their peak at over 41,000 in 1961. Subsequently,
major activities were divested or transferred. These include The Radio Chemical Centre and British Nuclear
Fuels Limited in 1971 and transfer of military research activities to the Atomic Weapons Research
Establishment at MOD. During the 1970s and 1980s UKAEA continued to lead the civil nuclear research
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programme and the operation of a number of research and demonstration reactors at Harwell, Winfrith,
Windscale and Dounreay. This came to an end in 1994 with the closure of the Prototype Fast Reactor (PFR)
at Dounreay.

6. UKAEA has substantial responsibilities in fusion research operating the JET machine at Culham on
behalf of the European Fusion Development Association (EFDA) as well as maintaining a UK programme.
Some 300 staV are involved in this activity.

7. UKAEA has always had responsibility for its own pension scheme and its administration. Transferred
staV in the public sector as described above, eg BNFL remained in the same scheme. Accordingly UKAEA
has maintained and developed its expertise in pension scheme matters. This highly successful operation
remains based in Thurso, Caithness.

8. UKAEA’s commercial activities based on the nuclear programme grew through the 1980s and 90s but
Government cuts in civil nuclear research led to the closure by 1994 of all UKAEA’s research programmes
apart from the Fusion programme. This led to a new focus on decommissioning and long-term management
of nuclear liabilities. UKAEA also has substantial property interests at its sites. This is significant as these
sites have been cleaned up and returned to commercial use.

9. A major milestone in UKAEA’s history was the separation of its commercial businesses in 1996 and
the privatisation and flotation of AEA Technology. The further separation of the UKAEA Constabulary
in the 2004 Act leaves UKAEA in its present form today.

The Position Today

10. UKAEA is a world-class player in fusion research. The other main element of the UKAEA’s core
business is nuclear cleanup, managing the environmental restoration of Dounreay, Harwell, Windscale, and
Winfrith civil nuclear research sites. It claims to have set the pace in European decommissioning, removing
15 reactors and dealing successfully and safely with some of the nuclear industry’s oldest and most complex
facilities. It also has expertise in property management and pensions administration

11. Accordingly, UKAEA is able to take credit for significant achievement in the last ten years or so.
Programme accelerations of up to thirty-five years and savings in cost estimates of some £1.5 billion from
the cost of clean up from £6.3bn to £4.8bn have been achieved. This adds up to a reduction in nuclear
liabilities of over 40% since 1994.

The NDA Remit

12. The NDA was created on 1 April 2005 via the 2004 Energy Act to provide the United Kingdom with
wide strategic focus on cleaning up nuclear sites. The NDA considers this to be the biggest change in the
structure of the nuclear industry since the 1971 Atomic Energy Act. It operates on a budget of about £2
billion per year. Its work involves the restoration of all civil nuclear sites including those previously owned
by BNFL/Magnox. In its draft strategy it intends in 25 years to achieve final site clearance at Harwell,
Winfrith, Culham, Windscale and Dounreay—subject to arrangements for high-level waste and
intermediate level waste being available. Its intended purpose is to undertake this via competition. In its
draft strategy, UKAEA site competed contracts are proposed at Dounreay and Harwell/Winfrith in 2008
and to combine Sellafield and Windscale together for competition in 2010.

The White Paper Proposals

13. The Government’s 2003 White Paper proposals “Managing the Nuclear Legacy—A Strategy for
Action” which led up to the Energy Act 2004, stated that the government did not intend to change the
ownership of UKAEA sites unless and until there is a need to do so on the basis of UKAEA’s performance.
It oVered UKAEA the opportunity to demonstrate that it should be the supplier of choice for the NDA.
There has been a dramatic change in policy since the government originally consulted parliament and
stakeholders on the basis of its White Paper.

14. In her letter to the trade unions of 13 February 2004 (placed in the libraries of both Houses), the then
Secretary of State for Trade and Industry, Patricia Hewitt stated, “We have consistently set out the intention
to compete sites as and when the NDA believes there are real benefits to be gained from doing so and it
follows from this that there is no preset timetable for sites to be competed.” The White Paper approach,
which was to allow UKAEA to be given the opportunity to be “supplier of choice”, has subsequently
changed. UKAEA has continually been caught out by the DTI and then NDA changing the competition
rules; we argue without public or parliamentary debate.
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Effect on UKAEA

15. From 1 April 2005, while retaining ownership of its sites (for now) UKAEA became under contract
to the NDA. It is at a crossroads where it has to prepare itself for a rigorous and potentially destructive
competition regime based on individual sites or groups of sites. There is an issue in that the smaller
“southern” sites, especially Windscale and Winfrith, do not have suYcient critical mass of expertise to meet
the criteria for site licenceability.

16. As it stood prior to 1 April 2005, UKAEA was able to operate cross-site technology transfer as best
practice. Examples were remote handling, material test reactor decommissioning, remediation of
contaminated land and waste management issues. It seems to us that, despite statements of good intention
by the NDA, it is not yet clear how sharing of best practice will be achieved in a competitive environment.

17. The independent internal regulation provided for all sites by UKAEA’s central safety and assurance
division was seen to be vital from the NII’s perspective. The UKAEA was able to operate common planning,
financial, business information, management and safety environmental systems. The transfer of Dragon fuel
and Plutonium Contaminated Material (PCM) from Winfrith to Harwell for storage represented a unique
success in UKAEA that allowed significant cost savings at Winfrith. Shared central services such as safety
and assurance, finance and commercial, human resources and IT as well as communications provide the
potential of real cost increase on break up.

18. The eVect, for example, of UKAEA losing the ability to run its larger sites, eg Dounreay, is hard to
quantify but may be very very diYcult for the organisation that remains. Little consideration appears to
have been given to this within the NDA’s strategy on the wider eVect of its competition plan on UKAEA
as a fellow NDPB with its own responsibility to Parliament.

19. In order to deal with the eVect of the imposed competition regime UKAEA has had to undertake a
very substantial reorganisation and devolution of resources to competed sites and to plan for its survival by
other means. This has had the potential to increase internal costs at the very time when the NDA is seeking
to prove itself by requiring substantial savings.

20. In order to respond eVectively to this changed situation the UKAEA has had to adapt to a survival
plan as an alternative to a “hold and fold” strategy. Given NDA’s ambitions it may be reasonable to assume
that in future UKAEA would not be selected to run all its existing sites at one stage or another.

21. UKAEA therefore has embarked on a strategy of meeting the challenge of worldwide competition.
This includes the announcement on 16 January 2006 that the UKAEA is to form an alliance to target
opportunities in the nuclear clean-up market. This alliance incorporates UK and US companies AMEC plc
and CH2M Hill to compete both the UK and the international market for decommissioning. Prospect
supports this initiative as about the only means presently available to keep UKAEA as a thriving entity still
able to undertake its remaining NDPB functions for the taxpayer. It also presents further opportunities for
the workforce as the UK decommissioning programme winds down.

The UKAEA/NDA Relationship

22. The NDA/UKAEA relationship has not been an easy one. From the outset tensions have existed
between both organisations. Given UKAEA’s historic presence in the industry since its inception 50 years
ago and the ‘new boy on the block’ approach by NDA, this is not surprising.

23. It is disappointing, but perhaps symptomatic, that in its first Annual Plan NDA gave no credit to
the UKAEA for the very substantial work already done by the UKAEA in decommissioning its assets as
described above.

24. The Annual Plan also refers to the nuclear industry being perceived as secretive and leading to public
mistrust and lack of confidence. Given the excellent work undertaken by UKAEA this comment is
unfortunate and misleading. Its commitment in working with the University of the Highlands and Islands
and Thurso College and its record of supporting local good causes, together with the regard UKAEA is held
in local communities upon which it is based states the opposite. The world of nuclear R & D 30-40 years
ago is very diVerent to the open way it now operates. Historically the OYcial Secrets Act was held to apply
to many UKAEA activities.

25. It may be understood why there may be some signs of resentment amongst senior and experienced
UKAEA colleagues simply to be referred to now as “the contractor” by the NDA. Accordingly, it is not
surprising that tensions have arisen when a new NDPB is created largely to occupy the space of another in
a “dog and bone” relationship. Until this inquiry, the implication of such juxtaposition appeared to be lost
in the transition from the White Paper to the Bill, the 2004 Act and the vesting of the NDA.

26. In addition to the savings in the decommissioning programme that the UKAEA had already
identified must be added the cost of running the NDA itself. The NDA is remunerating its employees
(including those ex-UKAEA) significantly more than the UKAEA was ever able to do. By oVering high
salaries and bonuses, the NDA has been able to take experienced and knowledgeable staV from the existing
nuclear operators and the regulators at some disadvantage to these organisations.
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27. In undertaking a complex decommissioning programme dismantling the UK’s earliest and most
complex experimental reactors, mistakes are possible. In 1998, over-reliance on agency management and
contracting out of services led to a series of problems at Dounreay that led to the NII undertaking a safety
audit. More recently, an accident at a Dounreay active handling plant led to a cessation of operations there
whilst the matter is being investigated rectified and remediated. Such circumstances, if repeated, are bound
to place UKAEA, as an NDPB undertaking nuclear operations, at a disadvantage with its sister NDPB, the
NDA which as client acts as a judge of the other’s eVectiveness. We consider that UKAEA must be credited
in having real experience in dealing operationally with the eVects of error and dealing with it eVectively as
in the close out of the Dounreay audit. This exhibits a vital strength and experience and not the reverse.

28. The latest energy review announced by the government is expected to report by summer 2006. This
is to consider the possibility of new construction of nuclear power reactors to replace those being
decommissioned. The NDA appears to be excluded from the sphere of further nuclear generation.
Accordingly, if it is so decided, we consider that the UKAEA should be given the task (via its NDPB status)
of advising and managing for the government a national fission R & D programme. This would neatly round
oV its original objectives as set out in the 1954 Act. Furthermore such an activity can be given an
international dimension given the expansion of nuclear power in other states; China is an example.

29. It can be argued that as the DTI already had an NDPB, highly successful as a contractor operator
and experienced in dealing with the civil nuclear decommissioning programme, why did it need another?

Conclusion

30. Much though our UKAEA members may wish to argue to the contrary, it would be unrealistic to
expect that the outcome of this Trade and Industry inquiry will result in a complete turn around in approach
by the government in competing civil nuclear sites for decommissioning.

31. Much greater recognition is due to UKAEA and its staV in the way that they have risen to the
challenge set by the NDA in having to report plans and objectives in detail to a new third party and not as
hitherto, and still get on with the day job of decommissioning sites, running the fusion programme,
operating the pension scheme and other activities.

32. The UKAEA’s ambition now, via its commercial partners, is to bid for work at all 20 British civil
nuclear plants as well as internationally. It has not taken the competition route by choice but finds itself in
a position where it has to participate to survive.

33. This represents a complex relationship with the NDA that is not yet clear. As UKAEA stands now
we consider that as a fellow NDPB the NDA should operate as a far more equal partner to UKAEA in the
task to be undertaken ahead. The White Paper presented a much more logical model. The UKAEA with its
proven track record and experience of dealing with contractors is fully capable of being adopted as a
yardstick standard by which others may be judged. In other words a relationship much stronger than the
current contractor/client relationship must be developed so that the country as a whole can take advantage
fully of UKAEA’s expertise developed over 50 years. UKAEA’s vision of being safe, secure, and
environmentally responsible, and to develop a cost-eVective decommissioning programme is identical to
that of the NDA.

34. Being outside the NDA’s remit, if it is decided to go ahead with a new generation of nuclear fission
power stations, the UKAEA will be uniquely qualified to advise the government on the practicalities of the
adoption of such a programme. This would be a befitting recognition of its inception as set out in the 1954
Atomic Energy Act.

35. Given the rapid pace towards the current NDA objectives Prospect considers this Select Committee
inquiry a timely and possibly last opportunity to present the government with advice to safeguard the
UKAEA and all it has built up in the last 50 years.

APPENDIX 16

Memorandum by SERA Labour Environment Campaign

Introduction

SERA opposed the creation of the Nuclear Decommissioning Authority (NDA) when it was first
proposed in the White Paper, Managing the Nuclear Legacy, in July 2002 as a Liabilities Management
Authority (http://www.dti.gov.uk/nuclearcleanup/pdfs/whitepaper.pdf), because:

(1) it does not fulfill the environmental fairness principle of the “polluter pays”; and
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(2) the mechanism proposed to fund the clean-up of radio-toxic legacy waste involved the continued
operation of the Thermal Oxide Reprocessing plant (THORP) at Sellafield, which increases the volume of
radioactive waste (but not the quantity of radioactivity) that requires management, thus exacerbating the
very problem that the LMA/NDA was created to resolve. SERA has opposed THORP since it was proposed
in the mid-1970s.

Both of these problems remain, to which this submission will return. However, SERA’s objections (shared
by several other NGOs) were not taken on board, and the NDA was created more or less along the lines
first proposed by the DTI/Treasury.

Notwithstanding this, SERA requested membership of the NDA Stakeholder group from its inception
in April 2005, and SERA members have subsequently attended both the North West Regional and the first
national Stakeholder gatherings last year. SERA’s current nuclear issues co-ordinator is a member of the
NDA stakeholder dialogue Nuclear Materials Issues Group, which held its first meeting on 10–11 January
2006. In addition, members of NW SERA have taken up an invitation to visit one of the NDA sites currently
being decommissioned, the Capenhurst uranium enrichment plant in Cheshire, which involved with
interpretation from the site manager and the health and safety staV.

A positive impression was gained from the visit, with the practical work of the NDA seeming impressive
at the site visited, with great care being given to safety procedures within the plant.

Earlier, prior to the formal start up of the NDA, while it existed in shadow form as the Liabilities
Management unit of the DTI, in the autumn of 2004, Richard Mrowicki, the current NDA executive who
leads on Stakeholder Relations, was invited to Greater Manchester SERA meeting to outline the plans for
the NDA process. Thus despite SERA’s skepticism over the NDA, SERA has engaged as a “good public
citizen”.

This submission does not address the UKAEA which has diVerent status, funding base and mission from
the NDA.

Stakeholder Dialogue

SERA appreciates the serious attention given by the NDA to consult a wide range of its stakeholders. At
present it is too early in the process to make any definitive observations on the overall success or otherwise
of this stakeholder engagement, but SERA does have some early observations it would like to share with
members of the TISC. NDA’s national stakeholder group attempts to bring together essentially locally site-
based stakeholders (such as working and retired site workers and trades unionists; local councilors and
traders; the former local liaison groups and local chapters of environmental NGOs) along with national
stakeholders, such as the NDA’s contractor companies including British Nuclear Group/BNFL, regulators,
and national NGOs, such as SERA). They typically have diVerent priorities: the locally based groups taking
an inevitably more local perspective, while the national groups tend to adopt a more strategic national
perspective. Sometimes these are incompatible, and sometimes in downright direct contradiction. This
diVerence in priorities has already led to manifest disagreements at the first meeting of the NDA National
Stakeholder Group.

SERA observes that at the local level, care to build relationships with people living in the vicinity is
evident. Many of these stakeholders are ex-employees of BNFL, the former owner/operators of Capenhurst,
and seemed to have an endearing faith in the practices which they helped to shape. Several of the local
stakeholder groups have been involved in social activities such as dinners and other events in the plant and
hold private loyalties as friends. They also have a keen sense of the need to protect nuclear-related jobs,
including in some other regions, such as around Sellafield in Cumbria.

But SERA remains concerned that there is little evidence of the objectivity promised in the NDA’s initial
prospectus, as so many of the staV have been merely moved across from BNFL. It also seems that much of
the sub-contracted work is being awarded to traditional BNFL client companies. The dominant culture of
the NDA therefore remains very similar in its interests to that of BNFL. It is therefore “comfortable” in
most of its relationships and less than open to new ways of thinking and questioning about several of the
following. The submission will address several of the operational areas where this is most manifest.

At the first regional meeting SERA attended there was a constituency of eager contractors, mostly young
men, who were keen to get on with new build of reactors, and were making dubiously-founded assumptions
about the likelihood of contracts to be awarded. They also explained that the development of big nuclear
new build contract elsewhere in the world was likely to draw-oV those very nuclear industry experts who
may be needed to persevere over several generations for the decommissioning of extremely dangerous waste
and contaminated plant (115–120 years minimum for Capenhurst for example).SERA gained the
impression that for them, decommissioning—the NDA’s primary responsibility—was viewed as “Less sexy”
than new build. If this impression is well grounded, and replicated across the NDA’s sites, this could prove
extremely problematic for the requisite availability of suYcient technically qualified personnel to deliver the
NDA’s main mission of site decommissioning, remediation and environmentally acceptable radioactive
waste-handling.
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THORP

The future of Thorp is by some considerable degree the most important and urgent issue on which Parliament
should insist on its input; yet at present the NDA does not intend to permit this

At the first meeting of the NDA stakeholder Nuclear Materials Issues Group, held in early January this
year, which was attended by SERA, Thorp’s future options were explored, following a presentation by the
NDA’s engineering Director, who revealed that for Thorp to be able to re-start several technical changes
would be needed, including the replacement of a piece of kit he identified as the MA salt free evaporator,
at a cost of at least £17 million. He also revealed under SERA questioning that the NDA would be able re-
open Thorp, without recourse to ministerial approval, if they could demonstrate to the safety regulator, the
Nuclear Installations Inspectorate, that they (and the contracted operator, British Nuclear Group) could
meet the 49 conditions established by the NII as necessary to be met prior to any plant re-start. NDA’s
lawyers argue that as the continued operation of Thorp was agreed by ministers in the initial NDA business
strategy, then all they are doing is returning to a pre-approved strategy.

SERA contends that the re-opening of Thorp should not be regarded as a purely technical matter of the
NDA/BNG meeting the new safety conditions demanded by the nuclear safety regulator. As recently as last
October, energy minister Malcolm Wicks told Liberal Democrat environment spokesman, Norman Baker
MP in a Parliamentary written reply that:

“The [Thorp] plant will only re-open if the Nuclear Installations Inspectorate (NII) approves a
safety case. The NII are progressing with further investigations which will result in a separate
report on the THORP incident. The Government will then form a view in the light of the
recommendations in the NII report.”

(OYcial Report, 12 Oct 2005 : Column 510W).

SERA recommends that Ministerial oversight over Thorp’s future should be re-instated, and Parliament
should have its say, perhaps in a vote on a government motion, once all details—financial, contractual,
environmental, and safety—have been made public.

SERA and other green NGO stakeholders, including Greenpeace, questioned the NDA experts present
in detail at the meeting, and secured agreement that the NDA would provided costed figures for both re-
open and final closure options for Thorp, which had not been prepared in advance.

The NDA also promised its stakeholders to provide a life-cycle analysis of each option, including setting
out the radioactive waste burden arising in each case, which rather surprisingly for a quango whose primary
mission is to deal with the remediation of the legacy radioactive waste burden, they have not yet done.

The NDA’s national environmental regulators, the Environment Agency, warned the NDA in its
submission last November on the NDA’s draft national strategy that “it is not clear that all alternatives have
been considered, nor is there underpinning provided for the positive and negative aspects that are
identified.” This critique applies equally to Thorp’s future options.

The 2002 White Paper on the planned Liabilities Management Authority (LMA), now renamed the NDA,
said at paragraph 5.23:

“THORP and SMP will be operated by BNFL plc under incentivised contracts with the LMA.
The performance targets set will reflect the LMA’s overall priorities for clean up and the extent
to which commercial work can be accommodated within the constraints imposed by regulatory
requirements, the physical capacity of the downstream plants and delivery of agreed clean up
programmes. There is no satisfactory way of leaving commercial risk with BNFL plc without
exposing the LMA to potential claims for damages in the event that contractual obligations are
not met. Those risks will therefore rest with the LMA and, if necessary, be funded through
government. In line with this, the net financial benefits of operating the plants will flow back to
the taxpayer through the LMA. Similarly, decisions on the future of THORP and SMP will be
taken by the Secretary of State on the basis of advice from the LMA.”

SERA’s current nuclear issues co-ordinator wrote in October 2002 in response to this paragraph:

“Ministers should review the logic of this paragraph, so as to see its absurdity. At present there is
no market for plutonium. It is given a zero value in the Treasury’s Register of National Assets.
Separated plutonium is a security risk; reprocessing spent irradiated nuclear fuel creates additional
legacy wastes. What is being proposed is to create an incremental increase in the magnitude of the
legacy management problem, in order to raise income to pay for it!”

That remains even truer today than it was three years ago, and this absurdity over THORP and SMP
should be recognised in light of the manifest failures of both plants in recent reality.
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In the memorandum SERA submitted to the consultation on the LMA White Paper in October 2002, it
was also pointed out:

“It will be essential when the THORP plant and Sellafield MOX plant are transferred into the
LMA that the full details of the value and contractual details covering waste and plutonium
management—including cancellation clauses—are made public, unlike the position at present
whereby, despite BNFL being publicly owned, its management deem such details as
“commercially confidential.”
“On this point, it is essential that the specific contractual details—flagged up in general terms in
the following part of paragraph 2.11—are made transparent: ‘2.11 Some 12% of the liabilities on
BNFL’s sites are covered by contracts with commercial customers in the UK and overseas under
which customers contribute to decommissioning and waste management costs on a basis that
reflects the scale and nature of the services provided to them.’
The reason is it has never been clear what proportion of the decommissioning waste from
installations used for reprocessing foreign spent fuel is to be returned to those countries on the
closure and dismantling of the buildings. This should be publicly known information.”

Sadly, none of this has been made public. And at the most recent Stakeholder meeting held in January
2006, NDA representatives again hid behind the constraints of commercial confidentiality, to justify not
revealing details of THORP contracts.

SERA finds it frankly absurd that the NDA is prepared to abrogate its primary purpose and mission, to
clean up the legacy nuclear waste and remediate radioactively contaminated land (they reveal 20 million m3

of such contaminated soil at Sellafield alone) at UK nuclear sites, to run THORP, thus creating additional
and avoidable quantities of nuclear waste, in order to raise finances to oVset the rising costs of legacy clean
up and remediation. This is a strategy imported straight out of Alice in Wonderland, with same “logic” as
the Mad Hatter.

SERA recommends that the NDA should be required to justify its creation of significant additional
quantities of low and intermediate level radioactive waste to part pay the costs of existing nuclear waste.
Minimally, the NDA should be required to produce for the TISC a full environmental impact assessment
of the two options: to open or to permanently close the reprocessing activities at THORP.

[SERA accepts that the front-end pond storage activities at THORP will need to remain active for several
decades.]

Openness Commitment

SERA welcomes the comment by the NDA chairman, in the preface in the NDA’s first national
strategy, that:

“We set great store on being open and transparent….”

And
“We will act openly and transparently and seek to generate public confidence in an industry that
has, historically, been seen as secretive and opaque.”

It will be a test of the NDA’s genuine commitment to these principles that it does not evoke the next
sentence—ie “We will protect only that information which is genuinely commercially or personally
confidential or security sensitive”—to protect politically awkward or embarrassing information, something
all too common with the nuclear industry, its quangos and regulators hitherto.

Unfortunately, the NDA’s predecessor body, the LMA, has form on the application of disclosure
principles. The 2002 Liabilities management White Paper asserted at para 5.24:

“The Government recognises that, while THORP and SMP are operational, the basis on which it
provides information about their performance and associated materials handling arrangements
will be critical to the credibility of the LMA as an open and transparent organisation. The LMA’s
annual report and accounts will therefore include specific information, consistent with the
requirements of commercial confidentiality, on the financial and operational performance of
THORP and SMP and the rationale for keeping the plants open. Consistent with security
requirements and necessary commercial confidentiality, information on progress with return of
materials and wastes arising from the reprocessing of fuel under contracts with overseas customers
will also be provided. (SERA emphasis)

The SERA comment made in response to the Liabilities Management White paper read:
“If commercial confidentiality is to be put ahead of openness and transparency, then the
commitments to the latter will be shown to be hollow and worse still, hypocritical. It would be
massively counter-productive to do that. It is disturbing the drafter(s) of this White Paper could
not see that. Ministers should be aware of the implications of this for undermining public
confidence in the LMA from the outset.”

Sadly, SERA must report to the TISC that this critical comment, first made over three years ago, still
applies today, in spades.
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One further point on openness: The White Paper stated at para. 2.13:

“The nuclear industry operates within a rigorous, robust regulatory framework that insists on
stringent health and safety, environmental and security standards.”

This may be true, but it is not possible to make an objective judgement in respect of the nuclear regulators,
which do not operate in an open or transparent fashion, and are not inclusive of involving outside academic
or NGO experts in decision formulation, especially so in the case of the NII/HSE. If the NDA is to adopt
truly open principles, it should ensure the regulators adopt the same philosophy, and implement it in
practice.

Management of Nuclear Materials

At page 10 of the NDA’s draft national strategy it proposed that the NDA was considering whether to
“export plutonium for commercial use outside the UK.” If ministers were to decide to go ahead with any
such proposal from the NDA, then this section would have to be re-titled “gross mismanagement”!

At a time when the British Foreign Secretary is “banging the diplomatic drum” over Iran’s atomic
aspirations to develop its own enriched uranium capability, it would be literally incredible for the
government to be pursuing a parallel commercial strategy to put into international commerce another
nuclear explosive material, plutonium, even more potent as an explosive of mass destruction than HEU.

SERA’s recommendation to TISC is it should insist that the NDA should drop this insane plan—now!
If it is pursued it could do literally irreparable damage, and not just to the UK’s international credibility in
pressing for an enhanced nuclear non-proliferation regime.

Development of Innovation, Skills and R&D

SERA supports the suggestions in the NDA draft strategy of building up the nuclear skills base, so long as
the enhanced trained workforce is used solely to manage the nuclear liabilities legacies of radioactive waste,
radioactively contaminated land and decommissioning, and not diverted to economically unjustified and
unsustainable new build nuclear reactors, which would exacerbate not reduce the nuclear liabilities problem.

SERA recommends that TISC requests more details are published by the NDA on the proposed “nuclear
archive”. This should be made available on line, and with open public access.

Destiny of Decommissioning Waste

Paragraph 2.11 of the 2002 Liabilities Management White Paper 2.11 revealed that:

“Some 12% of the liabilities on BNFL’s sites are covered by contracts with commercial customers
in the UK and overseas under which customers contribute to decommissioning and waste
management costs on a basis that reflects the scale and nature of the services provided to them.”

SERA believes that TISC should establish from the NDA what proportion of the decommissioning waste
from installations used for reprocessing foreign spent fuel is to be returned to those countries on the closure
and dismantling of the buildings, pursuant to the Polluter Pays principle. This should be publicly known
information.

Today SERA would expect these details to be made readily available under the new approach claimed
for a commitment to openness.

Decommissioning and Licensed Nuclear Site Clearance

NDA should not just present the case to ministers for funding British Nuclear Group’s plans for
decommissioning Sellafield, it should publish in full the BNG proposals and the application for funding put
to Government, to allow Parliament, relevant select committees, including TISC, and other interested
stakeholders to comment.

The draft NDA Strategy stated:

“We plan to explore further the feasibility of the full decommissioning of reactor sites and site
clearance in less than 25 years…”

SERA is aware that several other NGOs have pressed successfully for a compression of the earlier 125
year timescale by 100 years, down to 25 years. However, SERA is concerned that the primary reason for
site clearance is to make room for future nuclear new build, should the Government make that its policy
following the promised forthcoming energy review.
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SERA’s concern is amplified by the apparently neutral statement in the NDA’s draft strategy:

“The NDA’s long term objective is to complete the decommissioning and clean up of the sites for
which we are responsible and, as soon as possible and where we can, to make them available for
other uses.(SERA emphasis).”

SERA recommends that the NDA decommissioning strategy should not be premised on any future
possibility that licensed nuclear sites might be needed to host new reactors.

Radioactively Contaminated Land

SERA found the estimation of the quantity radioactively contaminated land at Sellafield, at some
20,000,000 m3, as the single most staggering figure presented in the NDA’s draft strategy.

SERA calculates that this figure equates to some 10 times the total calculated LLW arisings from
decommissioning of all the other UK licensed sites added together. This comparative quantification was not
made clear, but should have been, should be made clear at this point in the strategy.

SERA recommends to TISC that it should explore with the NDA why it believes that the presently
radioactively contaminated land nationwide:

“does not currently present a significant hazard potential to either the workforce, the public or the
environment..”

especially in light of the admission (at page 15 of the NDA draft strategy), that:

“the full extent of the contamination is not well understood.” (SERA emphasis)

Security and ILW Transportation Issues

SERA is deeply concerned that the site clearance plans for nuclear installations will result in massive
increases in movements of nuclear materials on roads and possibly rail networks across the UK.

The 2002 nuclear liabilities White Paper set out the following in Chapter 8 on:

SECURITY AND THE UKAEA CONSTABULARY:

“8.7 While security and safety precautions at nuclear sites are kept under regular review, the
terrorist attacks in the United States on 11 September led to a thorough review of the implications
for the civil nuclear industry in the UK. OCNS and theHealth and SafetyExecutive worked closely
together to review all relevant precautions. Though there were already stringent security measures
in place, additional security requirements were introduced and others strengthened around all civil
nuclear sites and the RAF reviewed its readiness in support of the air defence of the UK. Steps
have also been taken since 11 September to review, reinforce and test emergency planning
arrangements at civil nuclear sites to ensure that they are robust and appropriate.”

SERA is unconvinced by such re-assurance, and SERA’s current nuclear issues co-ordinator made this
clear in his response to the 2002 White Paper.

If anything, the situation has already deteriorated in the three years since the 2002 nuclear legacies White
Paper. This was examined in some detail in the BNFL national stakeholder dialogue (SHD) that preceded
the current SHD hosted by the NDA. One issue looked at by the BNFL SHD Security Working Group
members was that of the vetting of site operating personnel and drivers of vehicles transporting nuclear
materials between licensed nuclear sites. It was argued by some participants that the competitive
contractorisation of the operational work of the NDA would undermine the ability of the UK Government
specialist nuclear security controls agency, the OYce of Civil Nuclear Security (OCNS) to conduct proper
vetting, as it will increase the number and dispersal of those contractors needing to be vetted.

SERA believes it may be helpful to the TISC to present some observations in respect security vetting from
director of the OCNS.

In his 2004 annual report he records:

“Para.37. The vetting system works reasonably eVectively, although it is unavoidably intrusive,
time-consuming and labour-intensive. We advise foreign agencies that vetting is an essential
component in nuclear security arrangements, in line with IAEA guidelines. There has been
pressure in recent years to cut back numbers being vetted, but the current terrorist threat has
brought about a prudent change of view.”

“Para 38. It is sometimes claimed that a single government vetting agency could achieve greater
eYciency. I doubt this. Our IOs are based close to nuclear sites. OCNS vetting staV are familiar
with conditions within the industry, the hazardous nature of nuclear and radioactive material, and
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the work undertaken. If these close links were ever broken, the discernment of those undertaking
interviews and record checks, and the understanding informing the decision-making process,
would be lost.”

“Para 39. The policy and practice of national security vetting gives full regard to the requirements
of the Data Protection Act, the Freedom of Information Act, the Human Rights Act, race relations
and other relevant legislation. Where appropriate, vetting information is exempt from disclosure.
However, we are encountering some reluctance by employers and others interviewed to provide
candid references. Despite assurances to the contrary, some worry that their identities might be
disclosed on appeal and their organisations sued for defamation. I have drawn the issue to the
attention of Cabinet OYce oYcials. I have also suggested that an interdepartmental committee of
vetting authorities should be re-established, to provide a forum for a regular exchange of views
and the formulation of advice for central government.

Companies with sensitive government contracts (List X firms) already have such a body in the
Defence Industries Security Association (DISA).”

(The full OCNS third annual report is available at: www.dti.gov.uk/energy/nuclear/safety/
dcns report3.pdf)

The Fourth Annual Report to the Energy Minister from the Director of Civil Nuclear Security on “The
State of Security in the Civil Nuclear Industry,” covering the year to March 2005 was released in July 2005.
(www.dti.gov.uk/energy/nuclear/safety/dcns report4.pdf.)

The 2005 report informs the minister (para 14):

“As part of a continuing programme of work since the terrorist attacks in the USA in September
2001, OCNS is reviewing, with the Nuclear Installations Inspectorate (NII) and the operators’ own
specialists, the security and safety measures in place to protect Vital Areas at nuclear sites,
including generating stations. Vital Areas contain equipment, systems or devices, the failure of
which could have serious consequences for the secure and safe operation of a nuclear site.”

It concludes:

“The programme of work is making good progress and has so far confirmed significant
redundancy in all assessed systems.”

But on security vetting it states (para 16d):

“I require all individuals, both police and industry employees, who have access to facilities holding
Category I nuclear material to be subject to Developed Vetting (DV) security clearance. In order
to maintain his operational flexibility, the Chief Constable’s Vetting Policy for the UKAEAC
demanded that all UKAEAC OYcers should be DV, even though a proportion did not come
within my definition of requirement.

With the expansion of the UKAEAC/CNC through Extended Deployment and in recognition
both of the significant costs of the DV process and of OCNS’ finite resources available for vetting,
I welcome the Chief Constable’s decision to modify his policy to allow OYcers not employed on
Category I nuclear sites or escort duties to be Security Cleared (SC), the level below DV. This
variation will achieve significant cost savings for CNPA, ease the administrative burden for OCNS
and make OYcers available for front line duty faster. I have matched the Chief Constable’s
initiative with some well-defined guidance, giving him a commitment to ‘fast-track’ clearances to
DV from SC should operational circumstances dictate the need.”

And adds at paragraphs 34–39:

“OCNS provides a personnel vetting service which conforms to the requirements of Regulations
9, 17(3) and 22(3) of NISR (Nuclear Installations Security Regulations) 03, and which is applied
to all permanent employees and contractors working in the civil nuclear industry. Clearances
commensurate with the level of access to nuclear material and sensitive nuclear information are
granted to individuals and such clearances conform to national definitions, requirements and
procedures.

OCNS revalidate clearances at regular intervals according to the level granted and consider
Appeals against decisions.

35. In the year 1 April 2004 to 31 March 2005, OCNS issued a total of 12,587 clearances, of which
11,447 were for individuals who had not been vetted previously and the remaining 1,140 were
revalidations. The vast majority of the RMB 5 July 2005 12 new cases, 10,112, were for the lowest
level of clearance, the Enhanced Basic Check (BC!), which allows unescorted access to a site. The
balance of 1,335 cases represents the higher levels of clearance (Developed Vetting (DV), Security
Check (SC) and the Counter Terrorist Check (CTC)) which permit access to sensitive areas of a
site or access to more sensitive nuclear information. The detail is shown at Table 1 below, which
includes totals recorded for 2002–03 and 2003–04 for comparison.
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Table 1

SECURITY VETTING CLEARANCES GRANTED BY OCNS

Clearence Levels New Cases Revalidations
2002–03 2003–04 2004–05 2004–05

Developed Vetting 312 435 471 279
Security Checks 753 921 863 47
Counter Terrorist Check 22 23 1 0
Enhanced Basic Check 8,381 7,742 10,112 814
TOTALS 9,468 9,121 11,447 1,140

36. The figures confirm the trends identified in previous years which show a steady annual increase in the
numbers of individuals requesting clearance. Although no one has been permitted to work on a nuclear site
without the appropriate clearance or escort, absorbing the increase in tasking has been a significant
challenge; OCNS has had mixed success in meeting it. Against a background of staV shortages created by
retirements on the one hand and a recruitment moratorium during a major DTI downsizing exercise on the
other, OCNS productivity has continued to improve from an already high base as a result of better working
practices and a focused commitment by staV on the task. In spite of this, a backlog of cases built up in the
last two quarters of 2004 which has yet to be addressed. At the end of the reporting period, the backlog
(including arrears in revalidation cases) stood at 666 DV, 687 SC and 1600 BC!.

37. Details of the numbers of revalidation cases processed in 2004/05 are shown in Table 2 with totals for
2002–03 and 2003–04 included for comparison.

Table 2

REVALIDATION OF SECURITY VETTING CLEARANCES

Revalidations
Clearance Levels 2002–03 2003–04 2004–05

Developed Vetting (DV) 163 186 279
Security Checks (SC) 51 101 47
Counter Terrorist Checks 0 0 0
Enhanced Basic Checks 2,552 3,059 814*
(BC!)
TOTALS 2,766 3,346 1,140

*Figure reflects policy change to treat BC! revalidations as new cases.

38. Although the figures in Tables 1 and 2 demonstrate the achievements of the OCNS Vetting Branch,
one of my highest priorities now is to clear the backlog of vetting cases. The practical eVect of the backlog
on the industry amounts to delays in confirming recruitment of prospective employees or engagement of
contractors, with the concomitant risk of losing them to other employment, and additional costs accruing
from the need to escort individuals who do not hold the necessary clearance. In an industry where margins
are so tight, this is a burden which must be reduced.

39. I have recruited new staV to replace those who have retired and they are now coming on line. We
continue to question how we manage the vetting process to identify further productivity increases and
indeed, during the first quarter of 2005, significant eYciencies were achieved by treating BC! revalidations
as new cases. I have also asked all those involved in the industry to scrutinise carefully all vetting applications
to ensure that clearances appropriate to individual appointments are applied for. The Chief Constable,
UKAEAC’s revision of his vetting policy (Subparagraph 16d above) is an example of best practice and I
want to extend such initiatives. However, anecdotal evidence suggests that operators are requesting higher
clearances than are strictly necessary, and that contractors create headroom for themselves by asking for
more clearances than a project needs, and then employing individuals whose clearances arrive first. The
balance of what have become unnecessary applications remain in the system, clogging it up and
compounding delays.”
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So, although overall the DG OCNS says he is satisfied, SERA would highlight his comment below on the
implications of backlogs in vetting, that should be explored by the TISC with DG OCNS and the NDA—
particularly in the context of both any new build programme—and the expansion of between nuclear
installations transports that will be inevitable as the NDA begins to deliver its mission.

“The practical eVect of the backlog on the industry amounts to delays in confirming recruitment
of prospective employees or engagement of contractors, with the concomitant risk of losing them
to other employment, and additional costs accruing from the need to escort individuals who do
not hold the necessary clearance. In an industry where margins are so tight, this is a burden which
must be reduced.”

Security vetting concerns were confirmed when the then Cabinet OYce Minister, Douglas Alexander told
the then Labour MP Llew Smith in July 2004 in a written answer that:

“The most recent periodic review of the Government’s personnel security system recommended
the creation of a new oYcial committee focussing on this area. That was accepted and that
committee will work to ensure the continued eVectiveness of personnel security policy and practice
throughout Government, and in those organisations with which Government works in
partnership.” (Hansard, 21 July 2004 : Column 333W)

It is now known from papers released in February 2005, under the Freedom of Information Act, that in
the last year (2004–05) the OCNS had over forty cases of potential security breaches under the current
nuclear site management arrangements. (see: www.dti.gov.uk/about/foi/documents/ocns.pdf).

The papers released under a FOIA request included the following information:

*OCNS carried out 129 pre-notified inspections in 2004. (These include the pre-notified inspections
covering the last quarter of the FY 2003–04 cited in the last Annual Report);

*OCNS has carried out 15 no-notice inspections since September 2003.

That OCNS does not know how many security passes were lost/stolen within the nuclear industry in the
past year OCNS states it is primarily interested in confirming that the sites have an eVective pass
management system as part of their security arrangements. This should include procedures for recording
lost/stolen passes, disabling their access where access is automated, and periodic redesign and re-issue;

*OCNS does not expect to receive reports of individual alarms etc where the cause has been investigated
and assessed as benign. Nor are companies required to report what are essentially maintenance matters
provided these have been dealt with promptly and have not significantly downgraded overall security
eVectiveness. We have interpreted your question broadly to mean anything out of the ordinary that the
Operators drew to our attention. Therefore, not all of the incidents reported to us and noted here are of
equal seriousness.

None of the incidents involved theft of nuclear material or sabotage.(SERA emphasis)

To address the question of what these involved, OCNS put security incidents into three broad categories:

1. Incidents that were responded to because they could indicate deliberate activity intended, for example,
to steal property (including nuclear material) or information, or commit sabotage. The figures below
subdivide this category into:

a) incidents responded to immediately and resolved immediately;

b) incidents responded to immediately and later resolved; and

c) incidents responded to immediately that were deliberate attempts to by-pass security measures.

2. Security equipment or procedural failures identified by normal management arrangements or by
inspection/audit. Compensatory/corrective measures were taken to ensure maintenance of overall security
standards.

3. Failure of security leading to unacceptable or undesirable consequences.
NDA should also consider the security implications for its stated policy at page 40—which it concedes is
“controversial”- that:

“nuclear waste arising from reprocessing activities should be returned to the country of origin.”

SERA contests that the apparent provision of suYcient training of “vetter trainers” to allow the adequate
vetting of all diverse and dispersed contractors is nowhere near adequate, by reading between the lines of
the DG OCNS’s own annual report, and thus strongly recommends the TISC explores these inadequacies
as a matter of urgency with the NDA, OCNS and appropriate ministerial advisors.
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Transport Implications for a Centralised Repository Strategy

Department for Transport Minister Dr Ladyman told independent MP Peter Law in a written reply in
December last year, when asked what criteria were being used in deciding whether additional security
measures may be needed to protect road or rail shipments of radioactively contaminated soils from
remediated sites, that:

“Anyone wanting to transport radioactive material by road or rail will need to take into account
the security measures required by The Carriage of Dangerous Goods and Use of Transportable
Pressure Equipment (Amendment) Regulations 2005.

“These security requirements are based on international agreements—the European Agreement
concerning the International Carriage of Dangerous Goods by Road and the Regulations
concerning the International Carriage of Dangerous Goods by Rail—and include measures such
as only oVering the goods to carriers that have been appropriately identified, and fitting devices
to stop the theft of the vehicle or its load.

(OYcial Report, 14 December 2005 : Column 2008W).

It is clear that implementation of the NDA plan to clear and remediate the existing licensed nuclear sites
in its decommissioning programme will involve tens of thousands of movements of lorries and trains
funnelling into its centralised storage/disposal site. The Department for Transport seems blithly unaware of
the implications. SERA believes any one of these thousands of nuclear transports could provide an iconic
terrorist target for decades to come.

SERA thus recommmends TISC clarify the security implications of the planned massive increase of
nuclear materials transports with the NDA, OCNS and relevant ministers and oYcials from the Department
for Transport.

Security and Safeguards Issues

Although there are undoubtedly safeguards arrangements covering THORP, a question TISC should
explore with the NDA and the DTI, the department responsible for the application of safeguards, whether
they are adequate.

For example, As Dr Edwin Lyman, senior nuclear specialist at the US Union of Concerned Scientists
pointed out in a paper presented to a forum at King’s College London University on “Safeguarding Peaceful
Nuclear Energy”, on 2–3 October 2005, in respect of the nuclear materials leakage accident at Thorp in 2004:

“In BNFL’s review of the incident, it commended the role of the Safeguards Department in
detecting the leak, but pointed out that the Nuclear Materials Accountancy system ‘is intended to
provide overall accountancy balances,’ but ‘is not designed to (nor is it intended that it should) be
responsive to track material on a more real time basis.’ BNFL goes on to recommend introduction
of ‘a nuclear material tracking regime … with the objective of promptly detecting primary
containment failure or misdirection of material.”

Dr Lyman goes on to argue:

“This statement appears completely baZing in view of the claims that BNFL had made previously,
and fully supported by Euratom, regarding the status of near real time accountancy at Thorp. For
instance, in a paper delivered at an IAEA safeguards symposium in 2001, a joint paper by BNFL
and Euratom safeguards oYcials stated that ‘Near Real Time Materials Accountancy (NRTMA)
is fully operational in the Thermal Oxide Reprocessing Plant (Thorp), providing regular assistance
of high quality material control.’”

Subsequent to this, the energy minister stated, in response to a question asking the Secretary of State for
Trade and Industry whether the nuclear materials accountancy system at British Nuclear Fuels Thorp
reprocessing plant at Sellafield is designed to track nuclear material on a real time basis:

“Nuclear materials accountancy is used at UK nuclear sites to help meet statutory domestic
regulations and international safeguards requirements. International safeguards requirements
include the timely detection of diversion of civil nuclear material. This timeliness is a function of
material type and form. Some nuclear installations therefore operate ‘near real time materials
accountancy’ to meet this safeguards requirement. The Thorp chemical plant design included the
application of statistical analysis techniques at regular intervals to its nuclear material
accountancy data. This ‘near real time materials accountancy’ was not designed for process control
and is distinct from systems for monitoring the safety and security at the plant.”

(Hansard, 24 October 2005: Column 61W)

It is clear that the situation in respect of safeguards is far from clear.

SERA recommends that TISC examine the current technical adequacy of safeguards application at the
THORP and SMP plants at Sellafield, before any permission for their continued operation is given.
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New Nuclear Build

The NDA states in its draft strategy that:

“There are no current proposals to build new nuclear power stations in the UK or to use MOX
fuel.”

SERA would have been delighted if this statement put an end to the matter. However, the weasel word
“current” makes SERA wary, not least because several BNFL/BNG oYcials at the first NDA stakeholder
dialogue in Manchester in October 2005 clearly indicated their desire to both build new nuclear plant, and
to use plutonium-based Mox fuel. Moreover, in the preceding BNFL Stakeholder Dialogue, BNFL oYcials
indicated their desire to keep open the option to build a plutonium burner reactor, not primarily to generate
power, but to consume part of the stockpile of 100,000 plus kilogrammes of plutonium stockpiled at
Sellafield.

Subsequently, the Energy Review consultation paper records at page 64:

“The UK ….. it could draw on its stockpile of separated plutonium to supply Mixed Oxide (MOX)
fuel, enough for the lifetimes of two large reactors.”

SERA recommends therefore that the TISC should clarify with the NDA whether it has changed its stated
policy position—as set out in its draft strategy—that it has no plans to build new nuclear reactors or to
manufacture MOX fuel for use in UK reactors.

About SERA

Objective

Our aim is to promote sustainable environmental policies within government and the Labour Party.
SERA uses its experience of MP and ministerial dialogue to encourage parties with an interest in the
environment to further environmental politics.

Policies

Our strategic priorities for campaigns and policies are based on extensive consultation exercises with
senior civil servants, local councillors, policy advisors, MPs and Ministers.

Method

SERA has established a number of forums to facilitate the discussion of environmental issues within the
political arena. SERA utilises parliamentary sub-groups as a means of informing MPs about latest
legislative and regulatory developments. SERA is prominent at the Labour Party Conference, running a
series of well-attended fringe meetings, often in partnership with other green NGOs.

Contributors

SERA is a network of environmentalists that brings together politicians, businesses, environmental
professionals and trade unionists. SERA has been a strong contributor to the last four Labour policy
documents on environmental issues. Individual and organisational members are also engaged with SERA
to ensure sustainable and environmental policy development.

Organisational structure

SERA is managed by an elected body known as the national executive. The national executive are
responsible for medium and long term strategic policy decisions and organisational development.

StaV and interns are responsible for the operational functioning of SERA.

27 January 2006
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APPENDIX 17

Memorandum by Thurso & Wick Trades Union Council

Thurso and Wick Trades Council

The Thurso & Wick Trades Union Council represents Trade Union members from all the major
employers in the Caithness area. We are aYliated to the STUC and our remit is to look after the interests
of our members and issues that concern the local community.

The Trades Council welcome the opportunity to make this submission to the Trade and Industry Select
Committee Inquiry into the work of the NDA and the UKAEA.

We have always supported the UKAEA at Dounreay and the workforce and campaigned on many issues
relating to the Dounreay Site.

These include to continue the Fast Reactor programme, to oppose the European Parliaments move to
stop the movement of spent fuel and the Conservative Government’s moves to privatise the main elements
of the Dounreay workforce.

Over the years we have seen the privatisation action of major parts of the UKAEA at Dounreay. The
privatisation of AEA technology who have now sold on all their area of work to other private companies.
The sell oV of the main facilities management operations to Johnston Controls and the attempt of the sell
oV of the core engineering group in the Fuel Cycle Area.

With this history we are extremely worried about the future. Not only for the workforce and the
community but also the fear that safety could be compromised due to commercialisation and inherent
cost savings

UKAEA Dounreay

Dounreay started its life as the UK research establishment for Fast reactor technology which continued
until the announcement by Cecil Parkinson in 1987 to end the research & development and state that the
programme would end and start the run down of the site.

There had been many occasions when Governments had sold oV parts of UKAEA and attempted to make
it into a commercial organisation. This is all now history. What we now have in UKAEA is an organisation
that is demonstrating it has the knowledge and expertise to decommission the Dounreay site to time and
cost safely.

UKAEA Dounreay employs in excess of 1000 staV and over 1300 contractors. Publicly available statistics
show that 50 % of the employment in the North Sutherland and Caithness is related directly and indirectly
to Dounreay.

Dounreay’s major activity is the decommissioning of the site but now there is the added problem of
change—they must now compete for their site—this then means that costs relating to decommissioning have
to be diverted to competing for their own sites and their own work, in addition to the cost reductions forced
on them by the NDA.

Pensions Office

The Industry Wide Pension Scheme, being put in place by the NDA (an Energy Act 2004 requirement),
could adversely aVect the existing industry schemes putting pressure on the UKAEA Thurso Pensions
OYce, presuming the oYce does not win the contract for the new scheme, as the employees in the Site
Licence Companies will be encouraged to join the new scheme. A transfer from the established schemes to
the new scheme reduces the administration functions resulting in a reduction in pensions staV and a
reduction in eVective administration. All of this is a function of privatisation.

NDA

The NDA was set up on the 1 April 2005, prior to it being set up it was preceded by the LMU an
organisation under the DTI which hired Bechtel to advance American concepts in decommissioning.

The NDA was created through the Energy Act 2004, we wonder why the government accepted the
American advice and set up an additional NDPD when the DTI already had controls in place.

The NDA is made up of employees from the existing industry or previous industry organisation and ex-
members of the DTI.

We question the value for money and the need for such a large and expensive organisation to over see the
Decommission programme and the need for them to force UKAEA Dounreay to compete for its own work.
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Future

There is of course new build and there is an opportunity for Dounreay but is it the real answer to the long
term employment prospects for the Dounreay site ands fore Caithness.

There are many Socio Economic issues to be addressed in this area, it will not be easy and it could be
expensive.

A local Socio Economic working Group is developing a strategy document looking at the possible way
forward. This will be issued fairly soon for public consultation.

Once this has been agreed it must be carefully carried forward by a major playerwith government backing.

Notable Points

UKAEA was successfully managing the decommissioning of its site at Dounreay for the DTI prior to the
set up of the NDA.

The inclusion of the NDA inserts another layer of bureaucracy.

The NDA has increased costs of decommissioning, it is an expensive

organisation whose costs account for a significant proportion of its spend (reference NDA Draft Strategy
2005) presently above the savings required of the site operator.

Competition costs must be absorbed by the NDA

There is a drive to accelerate the decommissioning programmes that essentially forces an increased rate
of unemployment in an area that has been enveloped by one major employer for 50 years. Unemployment
will be across all parts of the community not just Dounreay. The NDA has a duty to the Socio-Economic
eVect but has no responsibility to its repair.

Competition has the potential to remove local income, especially so if the successful bids are outwith the
community and the UK. It is locally perceived that the majority employer will become an American
company.

APPENDIX 18

Memorandum by UKAEA

1. Introduction

1.1 This is a time of great change and opportunity for UKAEA.

Change and opportunity

1.2 For a number of years, UKAEA as a Non Departmental Public Body has carried out two main
functions on behalf of the DTI: the clean-up of our former nuclear research sites; and the national fusion
research programme. UKAEA is also responsible for the administration of pensions schemes covering some
50,000 current and retired nuclear industry employees, and the regeneration of our sites for alternative use.

New strategic direction

1.3 With the creation of the NDA, UKAEA has set a new strategic direction. It is transforming its
decommissioning arm to create a new company that can retain and exploit the skills built up over many
years by our workforce, and contribute to the competitive market which the NDA is seeking to develop.

1.4 At the same time, our fusion research activities have assumed a new importance with the drive to
develop secure, non-carbon generating technologies and plans for the construction of a next-generation
international fusion facility.

1.5 This memorandum reviews the evolution of UKAEA to explain our current remit and activities. For
each activity, it summarises achievements to date and future strategy. It also addresses the issue of increased
reliance on nuclear power, and performance and accountability, as highlighted in the Trade and Industry
Committee’s call for evidence.
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2. The Evolution of the UKAEA

Background

Established in 1954—civil and military atomic energy

2.1 UKAEA was established under the Atomic Energy Act in July 1954. It brought together a range of
functions and facilities relating to research and production of atomic energy, which had previously been
managed directly by the Ministry of Supply. At that time, UKAEA was responsible for both civil and
military applications of atomic energy in the UK.

2.2 The new organisation inherited a challenging programme of work. Construction of the word’s first
full scale nuclear power station culminated with the opening of Calder Hall in 1956, and UKAEA was then
responsible for the transfer of this technology to the consortia of private firms who built Britain’s first fleet
of Magnox reactors. UKAEA was tasked by government to develop the British nuclear deterrent. At the
same time, UKAEA continued to develop alternative innovative technologies such as the fast reactor and
the fusion programme.

Adapting to change: Creating new companies

2.3 Over the course of the following decades, UKAEA adapted to the changing requirements of
government, focusing its research capability on the areas of greatest demand. The Science and Technology
Act of 1965 empowered UKAEA to extend its R&D activities into non-nuclear applications. Selected
functions were spun oV as separate organisations, as summarised in Table 1 below.

Table 1

PROGENY OF UKAEA

Date New organisation

1957 — National Institute for Nuclear Research (now Rutherford Appleton Laboratory)

1971 — British Nuclear Fuels
— Urenco
— The Radiochemical Centre (now Amersham plc—part of GE Healthcare)
— National Radiological Protection Board (now part of the Health Protection Agency)

1973 — Atomic Weapons Establishment

1996 — AEA Technology plc

2.4 By the 1990’s, UKAEA’s research activities were diverse, largely non-nuclear, and carried out for a
wide range of commercial customers. In 1996, the privatisation of AEA Technology transferred UKAEA’s
commercial functions to the private sector.

Current activities

UKAEA today—decommissioning, fusion, pensions, regeneration

2.5 UKAEA itself remained as a NDPB. Today, we have 2,330 employees with a remit focused on:

— Decommissioning and site restoration.

— Fusion research.

— Pensions administration.

— Regeneration of sites.

2,330 employees £401.5 million turnover

2.6 Turnover for 2004–05 was £401.5 million.

Powers clarified in Energy Act

2.7 All UKAEA’s powers derive from statute. Our fusion remit derives from the original 1954 legislation,
which included “to carry out . . . research into atomic energy”. For clarification, the 2004 Energy Act
summarised UKAEA’s powers to carry out decommissioning and related activities; provide administration
services for nuclear and public service pension schemes; and to manage and commercially exploit land or
property which we no longer require.
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3. Decommissioning and Site Restoration

Achievements

3.1 UKAEA began to develop a programme for the clean-up of its sites in the late 1980’s and for over a
decade UKAEA’s core business has been the clean-up of our former nuclear research sites at Dounreay,
Windscale, Harwell and Winfrith. The location and key features of each site are shown in the map at
Figure 1.

Leading the way in UK decommissioning

3.2 UKAEA has led the way in decommissioning in the UK and, we believe, in Europe. With the
decommissioning of the Zebra reactor at Winfrith last year, 15 of our 26 research reactors are already
completely dismantled and removed, along with a range of active support facilities.

Waste management and minimisation

3.3 Waste management is a key step in the decommissioning cycle. UKAEA has built and successfully
operated modern plants at each site to process the radioactive wastes arising from decommissioning, and
immobilise them in standard, stable forms for storage or disposal. We have pioneered techniques for waste
minimisation. As an example, at Winfrith surface-contaminated metals are decontaminated in specially
developed equipment and over 90% can now be recycled.

Land remediation and delicensing

3.4 We have remediated substantial areas of contaminated land, including 18 acres at Harwell’s Southern
Storage Area where a mix of war-time munitions, chemicals and radioactive waste had historically been
dumped. We have also “delicensed“” 8 acres of land and buildings at Winfrith. Delicensing is the ultimate
end-point for site restoration, when land and buildings are guaranteed free of contamination and released
from nuclear regulation. Further applications to delicense land at Harwell and Winfrith are pending with
the Nuclear Installations Inspectorate.

3.5 Through these achievements, we reduced our nuclear liabilities—the estimated remaining lifetime cost
of cleaning up our sites—from around £9 billion to £7 billion (at current prices) over the ten years from 1994
to 2003.

Accelarated plans

3.6 In 2004, UKAEA radically reviewed its site restoration plans in order to present improved
programmes to the incoming NDA. In October 2004, we announced new plans, bringing forward the end
date for decommissioning our sites by up to 35 years—up to 75% shorter than previous plans.

Reduced liabilities

3.7 Accelerated decommissioning delivers two key benefits. Not only does it bring forward environmental
gains and eliminate risks sooner, but it also reduces lifetime costs by eliminating the long-term stream of
infrastructure costs inherent in running a nuclear licensed site. As a result of our accelerated programmes,
we have been able to further reduce our nuclear liabilities—the estimated bill to the taxpayer—to around
£5 billion.

3.8 Since 1 April 2005, UKAEA has delivered our site decommissioning programmes under contract to
the NDA. Although there has been some inevitable stress for UKAEA employees in introducing new
planning and reporting regimes, while seeking to deliver accelerated safe clean-up within novel contractual
arrangements, they have responded magnificently to enhance our focus on safe delivery and performance.

Strategic direction

Strategic review with DTI

3.9 With the creation of the NDA, it was clear that UKAEA would have to change: two NDPB’s with
the same core mission are not sustainable. In autumn 2004 UKAEA undertook a Strategic Review, carried
out jointly with the DTI Shareholder Executive.
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Reposition and develop for competition

3.10 The review examined future options for UKAEA, and concluded that the most attractive option to
pursue across many dimensions was to reposition and develop UKAEA as a competitive player in the NDA
market and beyond. In April 2005, Ministers endorsed this strategy, as recommended by UKAEA’s
executive management team and Board.

3.11 In doing so, they recognised that UKAEA has very real strengths which provide the foundation for
a powerful and competitive British player in the developing NDA market, and a brand which is recognised
and respected world-wide.

Restructuring UKAEA

3.12 Consistent with its strategy, UKAEA is now restructuring to create:

— A subsidiary company (currently styled as “UKAEA Ltd”) capable of competing for the
management of NDA sites, and other business.

— Licensee companies for individual sites or clusters of sites, in accordance with the NDA’s model
for competition.

— A continuing NDPB, containing UKAEA’s fusion, property regeneration and other functions
which are expected to remain in the public sector for the longer term.

Building a new business

Creating a vibrant new British company

3.13 UKAEA Ltd is the business arm of UKAEA. It is our aspiration to create a vibrant new British
company that can compete with the best world wide and win.

NDA sites and other markets beyond nuclear and beyond the UK

3.14 UKAEA Ltd will target the NDA market at site management level, and at the level of specific projects
or sub-contracts on NDA sites. It is also moving beyond the NDA market to target low risk work in nuclear
decommissioning markets overseas—notably the multi billion pound market in Eastern Europe and the
Former Soviet Union—and complex environmental projects outside the nuclear sector.

Winning non-NDA business

3.15 Another early target for UKAEA Ltd is to start to win decommissioning business in non NDA
markets. To date, results have been encouraging, and confirm the credibility of the UKAEA brand. We have
won 8 out of 11 bids awarded to date, and have already exceeded our target for the value of contracts won
in 2005/06. This is a good start, but at low levels of risk and value. We plan to grow this business substantially
in future years, building on our core skills.

3.16 We believe that UKAEA Ltd has the potential to contribute to the creation of a competitive
marketplace in the UK—a key objective for the NDA—and to create opportunities for the workforce on
our sites to win contracts in the fast-growing global market for decommissioning, as the work on their home
sites runs down.

Partnerships agreed

3.17 To extend into competitive markets, UKAEA will workwith partners who can complement our skills
and supplement our resources. As a first step in implementing this strategy UKAEA announced earlier this
month partnering agreements with AMEC and CH2M HILL. These provide for:

— All three partners to bid together for the management of selected NDA sites, as and when they are
competed.

— Individual partners to work together to identify other work which they wish to target, in the UK
or overseas.

— AMEC and CH2M HILL to second staV into UKAEA management teams at our current sites,
to further strengthen the delivery of our accelerated decommissioning programmes for the NDA.
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Licensee companies

New companies at Dounreay and Harwell/Winfrith

3.18 The NDA’s draft competition schedule, published in August 2005, envisaged UKAEA sites being
opened up to competition in April 2008, with contracts awarded in April 2009. Dounreay will be competed
as a single site, and Harwell and Winfrith as a cluster.

3.19 To facilitate competition, UKAEA will be required to create separate licensee companies for
Dounreay and Harwell/Winfrith. At least in the first instance, these companies will remain within the
UKAEA NDPB, under the management of staV from UKAEA Ltd. But by the time of competition, they
will need to be free-standing companies, directly employing their own workforces, separately licensed by the
Nuclear Installations Inspectorate, and with new discharge authorisations assigned by the relevant
Environment Agency. The precise timing of these changes is a matter for agreement with the regulators and
the NDA.

Windscale and Sellafield—awaiting NDA strategy

3.20 The NDA draft strategy proposed that UKAEA’s Windscale site should be amalgamated with
Sellafield for competition towards the end of the programme, in 2009/10. UKAEA’s response to the strategy
argued strongly for the Sellafield programme to be packaged in a number of competitions. Two thirds of
NDA liabilities are based at Sellafield and the overall success of the NDA will depend on implementing an
eVective competition strategy for that site. We suggested that a better alternative would be to group
Windscale with Calder Hall to create a viable package for earlier competition. We do not yet know what
strategy was subsequently recommended to Ministers, or how the timing of competition may be aVected by
plans for the sale of BNG, who currently hold the management contract for Sellafield. Structural changes
at Windscale will need to reflect the outcome of these decisions, but UKAEA expects to be given the
opportunity to bid, in partnerships, for Windscale and other packages oVered for competition at Sellafield.

4. Fusion Research

Principles

Developing a reliable and secure source of energy

4.1 Fusion, which powers the sun and stars, occurs when the nuclei of very light atoms combine to form
heavier atoms releasing large quantities of energy. The challenge now is to harness this process safely here
on earth to produce a reliable and secure source of energy.

Advantages of fusion

4.2 Fusion has many inherent advantages over competing technologies, including conventional nuclear
fission power:

— Supplies of fuel (hydrogen isotopes) are virtually limitless;

— It has none of the environmental emissions associated with fossil fuelled generation—in particular,
it is carbon free. Its by-product (helium) is not a pollutant;

— It does not give rise to any of the long-lived radioactive products (actinides) which create a 100,000
year waste management challenge for fission technology. The waste products of the fusion process
typically have a half life of some 10 years and all materials could be re-cycled after 100 years;

— It is fail-safe—fusion must be continuously fuelled so the process can easily be stopped. In any case
the challenge is to keep the plasma of hydrogen nuclei together long enough at high enough
temperature to fuse; if anything untoward occurs, the reaction is extinguished.

— It does not give rise to the proliferation issues associated with the production of highly enriched
uranium or plutonium in fission cycles.

Programme

JET’s contribution to establishing the science and fusion power

4.3 At Culham, UKAEA operates the Joint European Torus (JET), the world’s largest fusion facility. The
facility is used by teams of scientists from all over Europe and beyond, under the European Fusion
Development Agreement (EFDA). Since it opened in 1983 JET has improved fusion performance by a
factor of 10,000 times, and has produced 16MW of fusion power. The science of fusion power is now well-
established. The next steps are to scale up the process to achieve continuous reaction on the scale required
for commercial fusion generation, to develop materials that can sustain very high neutron and heat fluxes
and to further develop the technologies involved in order to ensure round-the-clock reliability.
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ITER collaboration: Fast track to fusion

4.4 Research on this scale can only sensibly be conducted as an international collaboration. The next stage
in fusion development is the construction of the International Thermonuclear Energy Reactor (ITER),
planned at Cadarache in France, and involving the European Union, Japan, Russia, the USA, China, South
Korea and India. UKAEA has been a lead player for Europe in establishing this international collaboration.
The UK and UKAEA have also taken the lead in promoting a “fast track” programme, which is now
supported by the EU and increasingly world wide support, in which the development and testing of materials
is undertaken in parallel with the construction and operation of ITER. A fast-track programme could lead
to a prototype power station within 30 years.

4.5 ITER is scheduled to start operation in 2016. Current plans for JET formally assume that it will close
in 2008, although a major upgrade that would take place in 2008 has just been agreed and if European
funding permits UKAEA will aim to continue to operate the JET facility during the period of ITER
construction, in order to develop “operating scenarios”, design and test components for ITER, and train
operators.

UK programme

4.6 UKAEA also undertakes the UK’s national fusion research programme at Culham, funded in part
by DTI through the Engineering and Physical Sciences Research Council (EPSRC), and in part by the EU.
The main focus of this programme is the development of a promising variant on fusion reactor design—the
spherical tokamak. Culham scientists designed, built and operate the world leading Mega Amp Spherical
Tokamak (MAST) to test this concept on an experimental scale, and a major upgrade of the facility is
currently under discussion.

4.7 The UK programme also includes:

— Participation (as part of international teams) in experiments at JET.

— Theory and modelling of plasma physics.

— Fusion power plant design issues and materials research.

— Outreach to industry, other scientific communities and the general public, and

— Student training, including the annual Culham Plasma Physics Summer School.

Future arrangements

Fusion remains within UKAEA NDPB

4.8 The fusion programme will remain within the continuing NDPB. This approach is appropriate for a
technology that is still far from commercialisation, and is consistent with that of our European
collaborators, whose fusion programmes are undertaken by national laboratories or research organisations.

5. Pensions Administration

Thurso Pensions OYce benchmarked among the best

5.1 UKAEA’s Pensions OYce in Thurso administers a range of diVerent types of defined benefit pensions
schemes for some 50,000 current and retired staV from UKAEA and other employers, including BNFL and
RWE Nukem. UKAEA’s Thurso oYce currently covers over two thirds of all UK nuclear industry
pensions. Successive independent reviews have benchmarked the Thurso oYce against private sector
competitors, and confirmed that it is “among the best in the business”, with low costs, experienced staV and
excellent standards.

Potential to administer NDA scheme in Caithness

5.2 The Energy Act empowered UKAEA to administer other nuclear and public service pension schemes.
UKAEA hopes that the NDA will use the Thurso Pensions OYce to administer the Industry Wide Scheme
(IWS) proposed for workers on NDA sites. The administration of the IWS would allow us to maintain an
outstanding team providing a first class service in a remote location where alternative employment
opportunities are already under threat, and establish a viable base on which to attract new business in this
sector to Caithness.

5.3 The Pensions OYce will form part of UKAEA Ltd.



3448571024 Page Type [E] 10-08-06 16:30:58 Pag Table: COENEW PPSysB Unit: PAG1

Ev 74 Trade and Industry Committee: Evidence

6. Site Regeneration

Regneration is integral part of clean-up cycle

6.1 UKAEA believes that regeneration is an integral part of the clean-up cycle for nuclear sites. At
Winfrith and Harwell, we have created thriving science and technology parks on land released through
decommissioning, by securing the necessary land use planning status, developing the infrastructure and
attracting new tenants. Some 90 commercial tenants, mostly in the science and technology sectors, are
already based on these two sites, providing a growing number of high quality jobs. Innovation centres have
encouraged small start-up businesses.

Winfrith Technology Centre

6.2 At Winfrith, the eastern half of the site has been transferred to English Partnerships for further
development. Tenants include QinetiQ, DSTL and the NERC’s Dorset Centre for Ecology and Hydrology.

Delivering Government vision for Harwell-Chilton campus

6.3 At Harwell, the regeneration of the site has provided the foundation for a new vision for the wider
Harwell-Chilton campus as a world leading international science and technology centre. This vision has
been endorsed by government and UKAEA is working with our campus neighbour, the Council for the
Central Laboratories of the Research Councils, and other stakeholders to implement it. UKAEA will
shortly form a joint venture with a private sector partner to accelerate the development of the campus. This
function, carried out directly for the government, will form part of the continuing NDPB.

7. Records and Archives

7.1 UKAEA retains records and archives from our 50 year history in facilities at Harwell and Dounreay.
StaV at both sites have many years experience of managing records, and of complying with the Public
Records Acts. The NDPB will retain the ownership of the corporate archive, and the responsibility for its
management.

7.2 The NDA, in its draft strategy document, has expressed its intention to explore the options for the
creation of a national nuclear archive. We believe that a good option would be to build on UKAEA’s
existing archive, facilities and expertise, and look forward to working with the NDA in evaluating the best
way forward.

8. Increased Reliance on Nuclear Power Generation

Potential role in nuclear new build

8.1 The terms of reference of the Committee’s inquiry expressed particular interest in the compatibility
of our plans with the possibility of increased reliance on nuclear power generation.

Expert advice

8.2 Whilst UKAEA itself has no plans to finance, design, build or operate new nuclear stations it has in-
depth expertise in nuclear science and engineering. It is ideally placed to oVer technical advice on the relative
costs and impacts of alternative nuclear technologies, from a genuinely independent perspective. UKAEA
would welcome the opportunity to provide such advice to government, investors, regulators or planning
authorities.

Retention recruitment and development skills

8.3 Many stakeholders have expressed concern about the loss of nuclear skills in the UK, as the existing
workforce ages. It is our hope that if UKAEA Ltd is successful in winning work in new markets it will
contribute to the retention, recruitment and development of skilled workers in the UK to meet these
demands.

R&D capability

8.4 Publicly funded research into fission reactors began to decline with the privatisation of the electricity
sector in 1990–91. DTI’s current expenditure is focussed on fusion related work. If the government wishes
to re-instate some publicly funded fission R&D in the light of possible new build decisions, UKAEA NDPB
retains the statutory powers to undertake it. It also has a well regarded framework for the management and



3448571024 Page Type [O] 10-08-06 16:30:58 Pag Table: COENEW PPSysB Unit: PAG1

Trade and Industry Committee: Evidence Ev 75

delivery of R&D which could be relevant. In addition, there are synergies between fusion and fission in
relation to materials development, heat removal, tritium expertise, remote handling, and other “nuclear”
systems.

Re-use of sites

8.5 Finally, many commentators have suggested that construction of new stations would represent a
sensible end-use for existing nuclear sites. In the first instance, it is really for local communities to suggest
their preferred end-state (and by implication end-use) for sites. Among UKAEA sites, Harwell and Winfrith
are already well on the way towards regeneration as science parks. At Dounreay and Windscale, however,
new build is certainly an option for consideration by local communities, taking account of a range of factors
including availability of local skills, grid connection and other existing infrastructure, and patterns of
electricity distribution and demand.

9. Performance and Accountability

Accountable to shareholder and customers

9.1 As a NDPB, UKAEA is accountable to DTI Ministers, and is managed within the portfolio of the
DTI Shareholder Executive. UKAEA is also accountable to customers for the delivery of their programmes.

9.2 The following sections give an overview of reporting arrangements with the Shareholder Executive
and major customers, and highlight current performance against key parameters.

Accountability to DTI Shareholder Executive

Ministerial appointment

9.3 DTI Ministers appoint UKAEA’s Board. The Board has a non-executive Chairman, five non-
executive Directors and four executive Directors. UKAEA’s CEO is the accounting oYcer.

Shareholder Executive review

9.4 The Shareholder Executive, on behalf of Ministers, monitors UKAEA’s performance through
quarterly reports and review meetings. As well as performance on customer programmes, the reports cover:

— Safety and environmental performance—safety and the environment are our top priorities and
UKAEA’s key performance indices target continuous improvement in these areas. Forecast
performance is currently within target range for 2005–06.

— Financial performance—current forecasts for key financial parameters are all currently within
budget.

— Business plan implementation—UKAEA has met all key milestones to date, at below budgeted
cost.

9.5 The UKAEA Corporate Plan is approved annually by Ministers and published. Our Annual Report
and Accounts are audited and approved by the National Audit OYce and laid before Parliament before
being published.

Performance under the NDA contract

Performance reporting under NDA contract

9.6 Under UKAEA’s contract with the NDA, each site reports performance on a monthly basis,
including:

— Progress against plan—achievement of key milestones;

— Safety metrics;

— Earned value analysis; and

— Key risks to the programme.

9.7 The NDA also has access to internal UKAEA management reports. UKAEA and NDA site teams
review the reports together each month.
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On track to deliver NDA programme

9.8 The key performance parameter that indicates how well UKAEA is delivering the NDA programme
is the “Schedule Performance Index”—the proportion of planned work which has been delivered to date.
UKAEA’s SPI (averaged across all our sites) is currently 0.95, including additional work which has been
accelerated from later years of the plan. We believe this compares well with the best international
performance. However UKAEA continues to aim for an improved out-turn at the end of the financial year.

Performance on Fusion

9.9 The UK contribution to the Fusion programme has been routed through a four year EPSRC grant
since April 2004. EPSRC has established a Fusion Advisory Board to oversee the programme, which meets
twice yearly and receives an annual report and data on programme metrics including progress against 32
key milestones.

Review by EPSRC and EU

9.10 EPSRC also undertakes mid-term and final reviews of grant awards. The first mid-term review of the
Fusion programme is currently underway. This is the first major review of the fusion programme since that
published in 2001, which commented very favourably on UKAEA’s technical quality and management
competence.

Technical quality and management competence

9.11 In respect of European funding, the Steering Committee of EFDA (the European Fusion
Development Agreement) and the EU’s Scientific and Technical Advisory Committee for Fusion monitor
the JET programme and other research carried out at Culham and by fusion laboratories around Europe.
The Culham Euratom Steering Committee brings together both UK and EU stakeholders. It meets twice
yearly to review progress and agree forward programmes and budgets.

Other stakeholders

Regulators and local communities

9.12 In addition to its key accountabilities to shareholder and customers, UKAEA recognises its
responsibilities to a range of other stakeholders. Among the most important are the independent regulators
who oversee the safety, security, and environmental impact of our activities; and the local communities
around our sites.

10. Conclusion—The Way Ahead for UKAEA

The future for UKAEA—a new competitive British player, site companies, a continuing NDPB

10.1 UKAEA is changing. The establishment of the NDA, and the creation of a competitive marketplace
for decommissioning, requires a major restructuring and new commercial focus, but provides an
opportunity for UKAEA to develop new business based on the skills of the workforce at our sites. Our
strategy envisages the establishment of UKAEA Ltd as a new, competitive British player in a fast-
growing market.

10.2 Our current sites will be restructured as separate companies at Dounreay and Harwell/Winfrith. The
future for Windscale remains to be decided.

10.3 The highly successful Fusion team will continue within UKAEA NDPB, along with the Harwell
regeneration project and other essentially public sector functions. The NDPB will have the statutory powers
and management skills to take on additional roles, as and when required by government.
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1

2

3
4
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1. Dounreay pioneered the
development of UK fast reactor
technology. Now this mission is
complete, UKAEA is carrying out the
decommissioning and environmental
restoration of the site.

2. Windscale is home to two major
nuclear decommissioning projects:
the Windscale Advanced Gas-cooled
Reactor and the Pile reactors.

3. Culham hosts the UK’s domestic
fusion programme and the flagship
European research facility, JET. A
business centre on site allows hi-tech
firms to take advantage of technology
transfer from fusion research.

4. Harwell was formally the centre of
the UK’s civil nuclear research
programme. Decommissioning is well
advanced, and the site is now being
restored and regenerated as part of a
major business and science campus.

5. Winfrith  is on the fast track to
restoration. Seven out of nine
reactors have already been removed,
and much of the original site has
been released for commercial
development.

Figure 1

APPENDIX 19

First supplementary memorandum by UKAEA

CHANGES IN UKAEA SUPPORT COSTS, 2004–05 TO 2007–08
1. The DTI Departmental Report 2005 documents actual and planned expenditure on overhead services
divided into three categories:

— Service providers—relate to the cost of staV delivering the service.

— Policy advisers—relate to the costs of staV formulating policy (Board members, Executive
Directors, senior staV etc).

— Support/Overheads—relate to the other costs of administrative staV in central services,
accommodation and general administrative costs.

These costs are a relatively small element of overall expenditure by UKAEA on NDA and DTI
programmes—turnover in 2004–05 was £401.5 million while the total figure quoted in the DTI report is
£37.5 million.

2. The big switch from “Support and O/H” in 2004–05 to “Service Providers” in 2005–06 and beyond
reflects the move of many of the previously centrally managed functions into the Sites numbers (eg: Finance
and Commercial, Safety, Regulators Costs etc) at that time, in preparation for the setting up of Site Licensee
Companies and the consequent site-based emphasis in the future provision of services.

3. The Constabulary costs of some £9 million per year were included in the 2004–05 (and before) figures
(in the “Support and O/H” line of £30.1 million), but are excluded from all figures after that as they are no
longer an internal UKAEA cost, following the separation of the Constabulary from UKAEA into a new
Civil Nuclear Police Authority, in line with the provisions of the Energy Act.

4. The explanation for the decline in the “Service Provider” line from 2005–06 (£25 million) to the final
two years (£18.8/18.6 million) is that the exceptional costs of KPMG, other Restructuring costs, etc
associated with implementation of the UKAEA Business Plan endorsed by Ministers, are all in the 2005–06
number, but are not in the later numbers. It is also the case that cost savings are scheduled in the later years
as a result of the restructuring actions being taken at present.

5. So overall the total numbers show a decline in costs which has in eVect been masked for one year
(2005–06) due to the eVect summarised at paragraph 4 above.
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APPENDIX 20

Second supplementary memorandum by UKAEA

THE MAST FUSION EXPERIMENT AT UKAEA’S CULHAM SCIENCE CENTRE,
OXFORDSHIRE

1. Development of clean energy sources is a national and international priority. Fusion, which powers
the sun and other stars, is increasingly seen (eg by the Chief Scientific Adviser Sir David King) as a promising
potential large-scale emission-free source of electricity. To harness fusion energy on earth requires a mixture
of types of hydrogen to be heated to 150 million oC, ten times hotter than the centre of the sun. The gas is
kept away from material surfaces by using a very strong magnetic bottle, known as a tokamak. The Joint
European Torus (JET) at Culham is the world’s leading tokamak, and has produced 16MW of fusion power.
It will be followed in France by the ITER machine19. If ITER works as expected, producing 500MW, it
would be followed by a demonstration power station.

2. In a conventional tokamak like JET and ITER, the “plasma” of hot gas is shaped like an American
doughnut. UKAEA has pioneered a very promising alternative design, known as the Spherical Tokamak,
which is shaped more like a cored apple and can produce the plasma, and hence fusion power, with much
weaker magnets than conventional tokamaks. As well as providing a potential option for more compact,
cheaper power stations, a spherical tokamak could be a suitable design for a facility to test components in
power station conditions. Such a facility is needed to strengthen the fusion development programme and
speed up the advent of fusion power. The first spherical tokamak experiment, START, at Culham (1991-
98) was made mainly using old and borrowed equipment. START was an outstanding success, tripling the
world record for the key ratio of plasma pressure to magnetic pressure, thereby revealing that spherical
tokamaks have outstanding potential.

3. The success of START led to spherical tokamaks being built all around the world. The UK is now
neck-and-neck with the US in having the leading experiment. The UK’s Mega Amp Spherical Tokamak
(MAST) device (2000-present) was built on a very tight budget, with the minimal power and equipment
needed to achieve the initial goal of seeing whether the promise of START would be maintained in much
bigger, hotter plasmas. It was, and MAST has made many important contributions to tokamak science
generally.

4. With ten times the pulse length and temperature of START, MAST has produced results that now
justify further investment to fully realise its huge potential. Major improvements to MAST are needed in
the capability to produce, heat and sustain high pressure plasmas, increasing the pulse length by another
factor of ten, and the temperature by a further factor of three. Without this investment, the development of
spherical tokamaks ı and more generally fusion ı will be slowed down and the UK may surrender to the US
the lead in an area that has been a UK success story. As well as allowing further important experiments in
support of ITER, the upgrade would allow scientists to address the key question: is continuous operation
of high performance plasmas possible in spherical tokamaks? The cost is approximately £30M funded
mainly by the OYce of Science and Technology through EPSRC, but partly by EURATOM. The upgrade
has been endorsed by the Fusion Advisory Board and UKAEA and EPSRC are in discussion on funding
options. Once approved, the upgrade will take about four years to procure and install.

5. An upgrade of MAST would allow the UK to remain at the forefront of fusion research at a time when
JET may have closed. Without it, the UK programme would endeavour to play a key role in ITER, but this
would be diYcult without a major experiment of its own both contributing to fusion development and
training young fusion scientists and engineers.

APPENDIX 21

Memorandum by the UKAEA Trades Unions

The UKAEA Trade Union Co-ordinating Committee

1. The UKAEA Trade Union Co-ordinating Committee (TUCC) represents Trade Union members from
four major Trades Unions—Prospect, Amicus, GMB and T&GWU. The remit of the TUCC is to represent
the interests of its members in negotiations and consultations with UKAEA, as well as Government in a
wider sense, and to make every eVort to improve their terms and conditions.

2. The UKAEA Trades Unions welcome the opportunity to make this submission to the Trade and
Industry Select Committee Inquiry into the work of the NDA and the UKAEA.

3. We have strong feelings regarding the way that the Nuclear Industry and specifically theNuclear Waste
and Decommissioning Industry has been directed and managed for a large number of years.

19 The ITER partners are the European Union, Japan, China, USA, Russia, South Korea and India.
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4. We have repeatedly represented to Government the concerns of our members regarding the growing
privatisation of the industry and its eVect on safety and the environment as well as real value for money for
the tax payer.

5. This submission aims to put a few concerns into context and to question a few assumptions that we
believe are not in the best interests of the UK taxpayer and to suggest possible means of improving value.

Remit and Activities

UKAEA

6. UKAEA’s original remit in 1954 was to manage Britain’s nuclear programme. In the early 1960s it
employed over 40,000 people.

7. UKAEA’s remit has been developed over the decades from an R&D organisation that designed, built
and operated prototypes of reactors for the UK to one where it was challenged to go out and seek
commercial work throughout the world. It has now further developed to its current remit of restoring the
environment of its old nuclear sites whilst continuing to lead the world in nuclear fusion research and
development, as it has done for many years. Administration of the Combined Pension Scheme for UKAEA
and other employees also continues to be a valued part of its activities. It currently directly employs over
2000 people and contracts out work that also employs thousands more.

8. It has been evident throughout UKAEA’s 50! years of existence that whatever challenges it has been
set, it has always delivered. When NDA’s plans for competition were revealed, the model that was envisaged
as the basis for managing the nuclear decommissioning industry was not conducive to maintaining a
UKAEA of 2,000 employees unless major changes were made to the UKAEA’s business strategy. As a result
UKAEA’s activities have expanded in seeking to compete not only for its own sites (they still belong to
UKAEA despite NDA statements that they are NDA sites) but also for others at tier 1 and to compete for
work at lower tiers in the NDA model. UKAEA has also undertaken to compete for commercial non-NDA
work—both nuclear and non-nuclear.

9. Once again UKAEA has been challenged and is meeting that challenge.

NDA

10. The NDA was created by statute through the Energy Act 2004 and its remit is to manage the
decommissioning of the UK civil nuclear liabilities on behalf of the Government. The UKAEA Trade
Unions questioned at the time why this remit could not have been carried out by UKAEA with appropriate
government backing. What we have now is the provision of a new and competing NDPB.

11. The TUCC has a number of concerns:

— One feature of the NDA remit which we have always regarded as important is the sharing of “best
practice” across the industry. We have reason to believe that the NDA do not yet know how to
achieve this in a competitive environment. This is in spite of the contract clause which gives
ownership of any intellectual property rights deployed in its contracts to the NDA with rights to
allow free use by any other NDA contractor—apparently NDA realise this will be unworkable
with a real commercial contractor.

— A further concern is the fulfilment of the socio-economic remit. NDA has a commitment within
the Energy Act to provide support to the localities in order that the impacts of the rundown in jobs
can be counteracted. Many of the nuclear sites are situated in remote areas with little or no
alternative employment opportunities in the vicinity. It is not clear that the introduction of private
sector management for the major employers in these areas, with its prime focus on shareholder
profits, will assist the NDA in achieving these aims. It seems to us more likely that private sector
companies will hand oV the problems created by cost saving staV reductions leaving the local
communities to suVer whilst the NDA and Government vainly attempt to pick up the pieces.

Nuclear new build could of course provide an employment boost in areas where the socio-
economic impact would be greatest and we would strongly suggest that NDA consider new nuclear
build as part of their remit in this way.

— The NDA maintain that safe delivery of the programme is crucial and regard safety as a “given”.
The TUCC has serious concerns that the NDA does not reinforce this point to its contractors at
every opportunity and at every level alongside its other delivery demands.

We feel that inevitably safety may be compromised in a commercial environment unless NDA
make clear its demands for the maintenance of the highest safety standards at all times. They must
not forget the example of these sorts of problems on the railways in the recent past. No one would
want a “nuclear Railtrack” event.
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Compatibilities of Current Plans—Future New Build

12. The current plans are only compatible with plans for future new build in so far as it provides an
opportunity for the nuclear industry to demonstrate that it can clean up any legacy that is left by the
operations required for generation and reprocessing.

13. What is less clear at present is the fundamental issue surrounding waste disposal/ long term storage.
This is not a technical issue as means of disposing of high level wastes have been in existence for many years
now—it is purely a political issue.

14. According to statute the NDA has only the remit to manage the decommissioning of the UK civil
nuclear industry. Beyond that its interest in future generation is presently restrained in the context of
managing the legacy. As referred to above in our concerns regarding the Socio Economic remit, we feel that
NDA has an opportunity here to promote the idea of nuclear rebuild.

15. UKAEA meanwhile still has its original remit in statute with respect to nuclear R&D. UKAEA could,
with the correct mandate and funding from government, take the lead in managing future nuclear R&D. It
also owns licensed sites that should ease, to a degree, the very diYcult planning processes for new build.

Accountability and Performance

16. NDA and UKAEA are both NDPBs accountable to the DTI. Unfortunately due to the Energy Act
2004 and the decision not to provide UKAEA with the opportunity to aspire to be supplier of choice, an
organisation that has delivered according to the wishes of the government in the past faces the dangers of
losing a position of knowledge, experience and expertise in the nuclear industry field to satisfy a belief that
opening their work to even more competition will reduce the taxpayer’s burden.

UKAEA

17. The performance of UKAEA is currently monitored in very great detail by the NDA as its
“contractor” adding greatly to overall bureaucracy and cost. The work required of UKAEA in submitting
minutely detailed plans and the necessity for submission of detailed change control documents in the event
the least variation from the plans uses up valuable funds that could be spent directly on more
decommissioning work. Additionally it creates extra unnecessary work and places undue pressures on much
of the workforce who are already stretched. In parallel to this the DTI, in the form of the shareholder
executive, also monitors the performance of the UKAEA. In previous years UKAEA has delivered within
the confines of parameters set by the DTI and we are convinced it will continue to do so.

18. The UKAEA is properly expected to operate to a very high standard of safety and it has always given
this top priority. The NII has been critical of the UKAEA at some points in the past and the UKAEA has
responded positively, making many improvements which have satisfied the quite properly exacting
requirements of the NII.

Value to the taxpayer

19. The basic remit of NDA is to deliver an accelerated decommissioning programme and overall cost
savings. There are indications that the accelerated programme is beginning to be delivered. However, we
find it diYcult to believe that adding an extra layer of bureaucracy between the DTI and UKAEA has any
benefit either from improved eYciencies or by making significant financial savings to the taxpayer. The cost
of the NDA staV is in general substantially higher than it would be for equivalent skills in the UKAEA.
Many of the staV currently employed by NDA were until recently employed by UKAEA” despite assurances
that the NDA would not poach staV from the incumbent operators. In addition both UKAEA and BNFL
are now investing very large sums of taxpayers” money in support contracts for [probably very expensive]
consultants, both UK and overseas based, as a direct result of the NDA competition model.

Other Relevant Matters

Competition

Side EVects of the Bidding Process

20. We have concerns over the competition process, which were expressed in our response to the White
Paper “Managing the Nuclear Legacy“”. The costs of the competition have to be recovered from the alleged
savings that result but past experience suggests that many of these savings disappear in real terms as the
projects progress. The initial timescales for the competition, as set by the NDA under pressure from
Government, add substantially to these costs by requiring more bidding eVort than is really necessary over
the lifetime of the decommissioning programme.
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Job Losses and Degradation of Conditions of Employment

21. Clearly a major target for cost savings will be labour costs. The Secretary of State has given an
undertaking that savings will not be at the expense of employees’ terms and conditions. The NDA has
written into its present contract a requirement for consultation by its contractors on changes to terms and
conditions but it is of course not clear what the NDA will do if, for example, a contractor decides to cut the
labour costs by explicit reduction of T&C for large groups of employees, but not those labelled as key staV.

22. Another obvious method for cost savings is to cut staV numbers and this process has already started
in UKAEA. Our concern is that in the future this process will be continued at a higher rate and in areas
where it will cause diYculties for the socio-economic targets of the Energy Act.

Safety and Environment

23. The safety culture of an organisation depends heavily on the senior management attitude. The
competition process itself presents an enormous distraction at this level and the World Association of
Nuclear Operators (WANO) found that distraction at this level was a common factor in many major nuclear
incidents around the world.

24. As a result of the Rocky Flats experience in the USA the NDA believes that competition brings
improved safety as a matter of course. We believe this to be a misleading example as it is not clear that safety
performance in that project started from the same high standard that UKAEA maintains.

25. We also believe that some of the major international players who are interested in the UK
Decommissioning market have a questionable history with respect to environmental performance.

Summary

26. We have presented our views on the eVect that the activities of the NDA are having upon the nuclear
decommissioning industry. We have serious concerns, as set out above, that under the increasingly severely
competitive scenario, safety may be compromised, socio-economic targets cannot be met and environmental
standards may suVer. Moreover we do not believe that the competition scenario can produce suYcient
savings to counter balance the cost of the NDA itself, the cost of the bidding process and the ineYciencies
caused by the inability to share “best practice” in the face of the competitive environment.

27. We believe that rather than forcing the UKAEA to be torn apart on the rack of competition it should
have been given the necessary backing and support to act on behalf of Government to carry out those tasks
now given to its sister NDPB, the NDA.
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