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Summary
Despite government already having had to provide additional funding of £10.7 billion,
there remains a strong likelihood that more taxpayers’ money will be required to meet
the costs of decommissioning the seven Advanced Gas-cooled Reactor nuclear power
stations. The Nuclear Liabilities Fund, which was set up to meet the decommissioning
costs of these stations, has not kept up with the increased costs of decommissioning
or met its investment targets. In response, government has chosen to top up the Fund
with taxpayers’ money, providing an injection of capital of £5.1 billion in 2020–21
with a further £5.6 billion expected in 2021–22. HM Treasury and the Department for
Business, Energy & Industrial Strategy have opted to maintain an investment strategy
for the Fund whereby around 80% of its assets are invested in the National Loans Fund
currently earning minimal returns. Estimated decommissioning costs on the other
hand have almost doubled since March 2004, estimated at £23.5 billion in March 2021,
and there remains a significant risk that the costs could rise further putting strain on
the Fund.
The Department has recently reached agreement with EDF Energy (EDFE) that after
EDFE defuels the AGR stations the ownership of the stations will be transferred
from the company to the Nuclear Decommissioning Authority (NDA) to complete
decommissioning. As part of the agreement the Department has introduced financial
incentives to encourage cost-efficient defueling and station transfer: with EDFE
potentially earning or paying out up to £100 million depending on its performance.
The pace at which the stations can be defueled could have a big impact on the costs
borne by the Fund, with the cost estimated to be between £3.1 billion and £8.0
billion depending on the time taken. However, the incentive on EDFE to potentially
earn or lose £100 million does not appear sufficiently strong to fully incentivise cost
efficiency and ensure a smooth transfer of defueled stations to the NDA. The NDA has
a substantial amount of work to do in advance of taking ownership of the stations. We
have previously commented on the scale of existing activities the NDA is undertaking,
and are concerned about the organisation’s workload now that it is being asked to take
on the seven AGR stations in addition to the decommissioning of the Magnox reactors,
the treatment of radioactive material at Sellafield and the procurement of a deep
underground nuclear storage facility. The Department will need to pay close attention
to the NDA’s performance across the full span of its wide responsibilities to ensure it
has the capacity and capability in place to deliver in the best interests of the taxpayer.
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Introduction
The UK has eight second generation nuclear power stations accounting for around 16% of
total UK electricity generation in 2020. These stations are owned by EDF Energy (EDFE)
following its purchase of British Energy in 2009. The stations comprise seven Advanced
Gas-cooled Reactor (AGR) stations, all of which are planned to stop generating electricity
by 2028, plus the Pressurised Water Reactor (PWR) at Sizewell B. In 1996, government
established the Nuclear Liabilities Fund (the Fund) to meet the cost of decommissioning
these eight stations. The aim of the Fund is to generate returns from investments that will
meet the costs of decommissioning. As at March 2021, the Fund’s assets were valued at
£14.8 billion and the estimated decommissioning costs of these eight stations was £23.5
billion. The government has provided a guarantee to underwrite the Fund in the event
that its assets are insufficient to meet the total costs of decommissioning.
The arrangements for decommissioning the stations have been governed by a series
of agreements between the Fund, the Department for Business, Energy & Industrial
Strategy (the Department) and the station owners. In late 2017, the Department entered
into negotiations with EDFE to revise the agreements for the seven AGR stations. The
agreement was finalised in June 2021. Under the revised agreements EDFE will defuel
each of the stations after they have closed, as previously planned. The Department has,
however, agreed financial incentives to encourage EDFE to accelerate defueling and transfer
of the stations. This includes EDFE earning up to £100 million for good performance
but paying out up to £100 million for poor performance. Ownership of the stations will
then be transferred to the Nuclear Decommissioning Authority (NDA) to complete the
decommissioning process. The Department estimates the new agreements could save the
taxpayer up to £1 billion compared with the previous agreements.
Following our evidence session, we engaged in a series of follow-up correspondence with
the Department and HM Treasury. A chronological list of this can be found in Annex 1
at the back of this report.
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Conclusions and recommendations
1.

Government’s investment strategy for the Fund has delivered poor returns and
has resulted in the taxpayer having to top-up the Fund with an additional £10.7
billion in just two years. As at March 2021, the total value of the Fund was £14.8
billion, of which around 80% was invested in the National Loans Fund which in
recent years has earned a very low return. In contrast, the Fund’s investments in
private sector assets, which are about £3 billion, have generated returns of 6.2%
on average in the three years to 2020–21. The Department told us that the low
performance of the Fund had been clear for some time but that it had received a
clear instruction from HM Treasury about the investment approach to be taken. The
Fund has for the last seven years failed to meet the target return judged necessary
by the Fund trustees to meet the expected costs of decommissioning. As a result,
the taxpayer has had to step in to strengthen the position of the Fund. In 2020–21
government provided a £5.1 billion top up because of increases in decommissioning
costs and low returns from the investments. Following an increase in the rate of
corporation tax, HM Treasury agreed to provide a further £5.6 billion of taxpayer
support in 2022. Both top-ups have been made on condition that the money is
invested in the National Loans Fund with a very low return. However, HM Treasury
and the Department informed us that top-up funds placed in the National Loans
Fund do not have an impact on the taxpayer at the current time as they are transfers
within the Exchequer and do not require cash to be raised or ringfenced at the
point of investment. However, this means that the investments in the National
Loans Fund do not represent a cash fund which the government is accumulating to
pre-fund these liabilities. Any future drawings from the assets held in the National
Loans Fund will require additional tax receipts to be raised from future taxpayers
or Exchequer borrowing.
Recommendation: HM Treasury and the Department, working with the trustees
of the Fund, should within twelve months review the investment approach and
write to the Committee setting out the expected performance of the Fund based on
the chosen investment strategy and the extent to which this will avoid further calls
upon the taxpayer. The departments should set out the rationale underpinning
the investment strategy, in particular the split between investment placed in
the National Loans Fund earning a low return and the sum invested in higher
performing private sector assets.

2.

The estimated cost of decommissioning has nearly doubled since 2004–05 and
there remains a significant risk that the costs will rise further. The estimated cost
of decommissioning the AGR stations, plus the PWR at Sizewell B, has increased
from £12.6 billion in 2004–05 to £23.5 billion in 2020–21 in real terms. There remain
significant uncertainties that will need to be managed to prevent further increases
in costs and ease pressures on the Fund. The cost of defueling will depend on the
stations not closing significantly earlier than planned and how quickly they can
be defueled once electricity generation ceases. EDFE’s latest decommissioning cost
estimate excludes the early and unplanned closure of Dungeness B in June 2021,
which could increase costs further by up to £1 billion. We have previously reported
on the decommissioning of the Magnox stations, the first generation of nuclear
stations, where uncertainty over the condition of the sites and how to approach
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the decommissioning task led to increases in estimated costs worth billions of
pounds. However, we were informed that the Magnox stations have all now been
defueled, furthermore Bradwell is the first Magnox station to enter the care and
maintenance stage of the decommissioning process. The Department accepts that
the circumstances of the AGR stations may change and therefore so would the
estimates of the costs of decommissioning them.
Recommendation: As part of the 2022 revaluation of the decommissioning
liabilities, the Department, working with the trustees of the Fund, should
ensure the estimates make explicit allowance for the risk of optimism bias. The
Department should report back to the Committee on the new estimates when they
are available.
3.

The terms of the 2009 sale of the nuclear stations agreed by the Department
with EDFE placed a disproportionate amount of risk for meeting future
decommissioning costs on the taxpayer. The negotiations surrounding the sale
of the stations to EDFE in 2009 were focused on maintaining operations, with
less attention paid to meeting the costs of decommissioning. Although EDFE
successfully extended the lives of all the AGR stations, which bolstered the UK’s
capacity to generate electricity, there was no requirement to extend the contributions
made by the operator to the Fund despite increasing decommissioning costs. The
history of the AGR stations and the operation of the Fund provides important
learning for government for planning and funding the decommissioning of new
nuclear stations. For example, around the need for planning for decommissioning
from the beginning of a new nuclear programme and having mechanisms in place
to adjust operator contributions to any decommissioning fund in line with changes
to the estimated costs of decommissioning. The Department expects the financial
risk associated with decommissioning future nuclear power stations to be lower
than that experienced with the Magnox and AGR programmes as the need for
decommissioning will have been built into the design from the start.
Recommendation: As proposals for building new nuclear stations are firmed up,
the Department needs to learn lessons from AGR decommissioning for how the
decommissioning of new nuclear stations will be funded, for example linking
contributions more closely to reliable estimates of liabilities, and building in
mechanisms for adjusting contributions from operators should estimates of
liabilities increase.
In addition, the Department should report to the Committee within three months
about what decommissioning improvements have been built into Hinkley Point C
and what proposals there are for the proposed new small modular reactors.

4.

EDFE’s timetable for the closure of the stations will result in a significant
reduction in the UK’s generating capacity until new capacity comes online. In
2020, nuclear power accounted for 16% of UK electricity generation. The closure
of seven nuclear stations by 2028 will therefore have a significant impact. EDFE
considers that the AGR stations will be reaching the technical limit of safe operations
and so their use could not be extended while we wait for new generating capacity
of come online. Only the existing PWR station at Sizewell B and the new station
at Hinkley Point C are expected to be operating when the last of the AGR stations
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closes. While the Department acknowledges there will be a gap in generating
capacity, it is not concerned with there being a shortage owing to its confidence that
electricity capacity could be bought from other sources ahead of time. The UK’s old
nuclear station sites could be reused as locations for the development of new small
modular reactors. Both NDA and EDFE told us they are in active discussions with
parties interested in exploring these new opportunities.
Recommendation: The Department working with the Office for Nuclear Regulation,
EDFE, and Ofgem should urgently review whether it would be technically feasible,
safe, and cost-effective to extend the lives of any of the remaining operating stations
if needed and report back to the committee within 4 months.
The Department and NDA should publish plans within 12 months setting out how
they will make best use of NDA’s nuclear sites in future, including whether they are
suitable for new nuclear infrastructure, such as modular reactors. In particular
they should clarify how the transfer to the NDA from EDFE will allow for these
Modular reactors.
5.

We are not convinced the Department has struck the right balance in incentivising
the NDA and EDFE to deliver safe and efficient defueling of the AGR stations
on time while reducing costs. The Department has introduced financial incentives
to encourage cost-efficient defueling and station transfer with EDFE potentially
earning or paying out £100 million depending on its performance. EDFE estimates
the costs of defueling could be between £3.1 billion and £8.0 billion. The speed at
which it can be undertaken safely will dictate the final costs. Successful defueling
will depend on all parties being ready and working together, including the NDA
being ready to receive and dismantle the volume of fuel arriving at Sellafield.
Any delays in the defueling process could result in costs increasing substantially.
Key to successful delivery is that stations close as planned, as premature closure
of a station would mean that it would not be ready to start accelerated defueling.
Making provision for a station to do so early could disrupt existing plans for
decommissioning the rest of the AGR fleet. The early and unplanned closure of
Dungeness B in 2021 has increased the estimated defueling costs by between £0.5
billion and £1.0 billion. There are significant risks to be managed and we are not
convinced the Department’s financial incentive for EDFE to earn or lose up to £100
million, primarily directed at accelerated defueling, is sufficient to fully incentivise
cost efficiency. The Department asserts that it has other measures it can use to direct
EDFE but does not believe it will have to use them.
Recommendation: The Department should write to the Committee within six
months outlining how it will assure itself that the incentives are working and
setting out the actions it will take if the incentives are not working.

6.

Arrangements for transferring nuclear stations to NDA are worryingly underdeveloped, and there is a risk that transfer negotiations between EDFE and NDA
could drag on and increase the costs to the taxpayer. The first of the stations could
transfer to the NDA as early as 2026. The NDA and EDFE believe there is sufficient
time to prepare for the transfer of the sites. However, the negotiations between the
Department and EDFE over the new decommissioning agreements did not provide
clarity about what will be transferred to the NDA, when or how. Discussions between
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EDFE and the NDA to agree on the details only started in 2021. There is a risk that
the costs associated with transfer to the NDA could increase. The issue of what
happens to pension liabilities, for example, has yet to be worked through as are the
precise details of the land and buildings to be transferred at each site. At the same
as tying down these details, the NDA will need to develop its understanding of the
sites and determine its preferred decommissioning strategy post-transfer. EDFE and
NDA are currently working to identify and prioritise planning work for the transfer,
but this is not yet complete.
Recommendation: Within the next six months the Department, following
discussions with NDA and EDFE, should write to the Committee with a detailed
plan and timetable for how the transfers will take place. This plan should cover all
the major aspects of the transfer including land and people, and it should identify
where uncertainties remain, how those uncertainties might affect costs, and when
they are likely to be resolved.
7.

Given the scale and complexity of decommissioning the AGR stations, we are
concerned that the Department’s oversight of a complex set of governance
arrangements is itself not subject to sufficient scrutiny and challenge. The
Department is performing a variety of roles with regard to the decommissioning
of the AGRs: it negotiated the decommissioning agreements with EDFE and has an
ingoing role in ensuring the agreements work in the interest of the taxpayer; it is
the sponsoring department of the NDA but will need to ensure that both the NDA
and EDFE work effectively, for example to ensure that a site licence is granted by
the regulator to the NDA prior to the handover of each station; and it has existing
relationships with EDFE in relation to new nuclear projects. However, the centre of
government has yet to put in place arrangements that can provide assurance that
the Department is discharging its various responsibilities appropriately and that
the decommissioning programme is performing effectively. The Department told us
there were no immediate plans to include the programme in the Government Major
Projects Portfolio (GMPP), which provides independent assurance of government’s
riskiest or costly projects, but it expects it to do so when the stations transfer to the
NDA. In the meantime, the Department is developing metrics that would be akin
to GMPP to provide assurance to HM Treasury and Cabinet Office. However, these
metrics have not yet been developed.
Recommendation: The Department should write to the Committee within the
next six months setting out how it is assuring itself that it is discharging its
oversight role effectively and detailing the current and future plans for reviewing
the Department’s own performance.
In addition, despite the Department’s assertions to the contrary, it should write to
the Committee and explain why it shouldn’t place the programme on GMPP at an
earlier stage in the transfer phase from EDFE to NDA so it can benefit from advice
on the adequacy of the proposed transfer terms between EDGE and the NDA.
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1 Funding decommissioning of the AGR
stations
1. On the basis of a report by the Comptroller and Auditor General, we took evidence from
the Department for Business, Energy & Industrial Strategy (the Department), the Nuclear
Decommissioning Authority (NDA) and EDF Energy (EDFE) on the decommissioning of
the UK’s fleet of Advanced Gas-cooled Reactor (AGR) nuclear power stations.1
2. The UK has eight second generation nuclear power stations accounting for around
16% of total UK electricity generation in 2020. EDFE bought these stations in 2009
following the sale of British Energy, which had operated the stations since its privatisation
in 1996. Seven of the stations are AGR stations which, under current plans, are expected
to stop generating electricity by 2028.2 As part of the privatisation of these eight stations,
the government established the Nuclear Liabilities Fund (the Fund) in 1996 to meet the
cost of decommissioning, with contributions being made by the station owners during the
operating life of the stations. The government has guaranteed to underwrite the Fund in
the event the Fund’s assets are insufficient to meet the total costs of decommissioning.3
3. The arrangements for decommissioning the stations have been governed by a series
of agreements between the Fund, the Department and the station owners. In June 2021,
the Department entered into revised agreements with EDFE for the AGR stations. Under
the revised agreements EDFE will defuel each station as previously planned following
their closure. The Department has, however, agreed financial incentives to encourage
EDFE to accelerate defueling and transfer of the stations. EDFE will be able to earn up
to £100 million or incur penalties up to £100 million based on its performance. Under
the new agreements, once defueling is complete the ownership of the stations will be
transferred to the Nuclear Decommissioning Authority (NDA) to complete the long-term
decommissioning process.4

The Nuclear Liabilities Fund’s investment strategy
4. The Fund aims to generate returns from investments that will over decades meet the
decommissioning costs of the eight EDFE stations purchased in 2009 – seven AGR stations
and a Pressurised Water Reactor.5 As at March 2021, the Fund’s assets were valued at £14.8
billion and the estimated cost of decommissioning the stations was £23.5 billion. In each
of the last seven years the Fund has failed to meet the target investment return judged
necessary by the Fund trustees to meet the costs of decommissioning.6 Around 80% of the
Fund’s assets, equivalent to over £11.5 billion, are invested in the National Loans Fund,
which is low risk but has in recent years generated very low returns, equivalent to a 0.1%
return. The Fund’s remaining assets, equivalent to £3 billion, are held in a higher-risk,
1
2
3
4
5
6

C&AG’s Report, The decommissioning of the AGR nuclear power stations, Session 2021–22, HC 1017, 28 January
2022.
The eighth station is a Pressurised Water Reactor at Sizewell B, which is not a focus of this report as it was not
part of the negotiations and will not be decommissioned until 2055.
C&AG’s Report para 2
C&AG’s Report paras 3–4
C&AG’s Report, para 6; The estimates of decommissioning costs referred to in this report are for all eight
stations – AGR and PWR stations.
Q 22; C&AG’s report paras 6, 1.11
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higher return investment portfolio, which in the three years to 2020–21 delivered an
annual average return of 6.2%. The estimated cost of decommissioning nearly doubled in
real terms between 2004–05 and 2020–21.7
5. Government has stepped in to provide substantial amounts of funding to top up the
Fund rather than alter the investment strategy. In 2020, government provided £5.1 billion
to the Fund, of which around half was required because of the result of low investment
returns. Government expects to provide a further £5.6 billion top up in 2022 primarily to
ensure the Fund will have sufficient assets to meet a recent increase in corporation tax.8
The Department wrote to us on 21 February to explain that HM Treasury has required
the additional taxpayer funds to be invested in the National Loans Fund rather than allow
money be taken from the National Loans Fund and be invested in private sector assets .9
6. We asked why the Department had not asked for a change to the investment strategy
in light of the low investment returns, particularly as taxpayer top-ups are now being
provided many years in advance of the money being required for decommissioning and
where the value risks being eroded by inflation. It told us that it had been aware that
Fund performance was falling short of target for quite some time, but that the investment
approach had followed clear instructions from HM Treasury. It told us that moving
investments out of the National Loans Fund would increase public sector net debt and
that as the investment risk ultimately rested with the taxpayer it was not obvious that
a higher return investment strategy was the right one. It suggested that government
does not typically invest public funds in high-risk assets and that there is a balance to
be struck.10 The Department told us that it expected a period of stability for the Fund
following government’s second injection of £5.6 billion. It could not, however, rule out
further taxpayer support in the longer term given the investment approach pursued.11
7. The Department and HM Treasury have explained that when a potential shortfall
in the Fund is addressed by a top-up in the National Loans Fund this means that
government credits the Fund with an additional deposit in the National Loans Fund,
which also increases its liabilities accordingly. However, “no actual monies need raising,
depositing or ringfencing since this deposit will be funded by transfer from within the
Exchequer”. This means there is “no net economic or financial impact for the taxpayer” at
the point of investment. It also means, that with the exception of the Fund’s assets outside
the National Loans Fund, “there is no cash fund which the government is accumulating
to pre-fund these liabilities”. Instead, “in cash terms the payments that will become due
[from the National Loans Fund] in the future will be funded through a mixture of future
tax receipts and Exchequer borrowing”. In contrast, if the top-up was instead invested in
assets outside the National Loans Fund this would “require cash to be raised, increasing
government debt at the point of investment”.12

7
8
9

10
11
12

Qq 20–22, 24–27; Nuclear Liabilities Fund, Annual Report and Accounts 2020–2021, December 2021, page 9–11
Qq 19, 21; C&AG’s report paras 2, 1.15
Correspondence from Sarah Munby, Permanent Under-Secretary of State, the Department for Business, Energy
& Industrial Strategy to the Committee, Re PAC hearing on “Future of the Advanced Gas-Cooled Reactors”,
dated 21 February 2022, published 28 February 2022; C&AG’s report para 1.15
Qq 22–24, 26–27
Qq 12, 19, 61
Correspondence from Sarah Munby, Permanent Secretary Department for Business, Energy & Industrial Strategy,
and Tom Scholar, Permanent Secretary HM Treasury, re Operation of the Nuclear Liabilities Fund, dated 8 March
2022
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The expected cost of decommissioning
8. The Committee has previously identified significant uncertainty regarding the
estimation of decommissioning costs. We examined, for example, the NDA’s management
arrangements for decommissioning the Magnox nuclear power stations in 2020 and
identified significant difficulties estimating decommissioning costs. We concluded that
the NDA did not have a full understanding of the sites meaning that there was significant
uncertainty over how long decommissioning would take and how much it would cost.13
9. The estimated cost of decommissioning the AGR stations, plus the PWR at Sizewell
B, increased from £12.6 billion in 2004–05 to £23.5 billion in 2020–21 in real terms.
We asked the Department why the estimated cost of decommissioning the AGRs had
increased to such an extent. The Department asserted that decommissioning costs will
never be entirely certain as projecting decades into the future carries a degree of risk. It
emphasised that circumstances will change and therefore the decommissioning estimate
number could move up or down.14
10. There remain significant uncertainties which if managed poorly could increase
decommissioning costs further. The estimated cost of defueling the seven stations, for
example, ranges between £3.1 billion and £8 billion depending upon how quickly they can
be defueled and how soon defueling starts once a station closes after stopping electricity
generation. We asked the Department how certain it was about the expected costs
and if either the worst case or best case scenarios were more likely than the other. The
Department told us that its current estimate range for defueling was “deliberately built
to be a balanced assessment” and that while costs could change over time, it was “not
skewed towards either one at this moment”. The NDA explained that it and EDFE were
“absolutely dedicated” to minimising costs. It explained that it was working with EDFE to
defuel the stations safely and as quickly as possible.15 It recognised, however, that delays
in the process would increase costs. For example, the estimated annual cost of an AGR
station once it has been defueled is between £25 million and £35 million compared with
£140 million if the station still has fuel in it. The NDA explained that the defueling process
could also be impacted by the timing of station closures, as closures earlier than planned
would increase pressure on the defueling programme.16
11. EDFE has recently brought forward the closure date for five out of the seven AGR
stations. EDFE told us it expects the stations to stop operating at their current closure
dates but acknowledged that early closure was always a risk. Dungeness B was due to
close in 2028 but due to technical reasons shut in 2021. EDFE estimates that this early
and unplanned closure will cost an additional £0.5 billion to £1.0 billion to defuel. The
impact of this early closure was not included in the estimate of decommissioning costs of
£23.5 billion reported at the end of 202–21. The Department confirmed that it expected
the impact of the closure to be reflected in the next revision to the decommissioning
estimates.17

13
14
15
16
17

Committee of Public Accounts, The Nuclear Decommissioning Authority’s management of the Magnox contract,
Twenty-Eighth Report of Session 2019–21, HC 653, 27 November 2020
Qq 12, 64
Qq 12, 31–32; C&AG’s Report paras 10, 15
Qq 34, 85; C&AG’s report para 10
Qq 6–8, 38–39; C&AG’s report paras 6, 10, 2.7, 3.13
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Financial incentives for decommissioning
12. In 2015, the then Shareholder Executive, on behalf of the Department undertook a
review of the arrangements with EDFE for decommissioning the AGR stations. It concluded
that the existing agreements did not incentivise EDFE to look at more innovative or costeffective ways to minimise decommissioning costs. Between late 2017 and June 2021, the
Department negotiated new arrangements with EDFE which included a new incentive
arrangement focused on defueling.18 Under the revised arrangements agreed between
the Department and EDFE that govern the decommissioning of the AGR stations, the
company can now earn a fee of up to £100 million for good performance, or it could lose
up to £100 million for poor performance. Most of the financial incentive is devoted to
incentivising accelerated defueling with the remainder for delivering a smooth transfer.19
13. A review commissioned by the Department during the negotiations suggested that
the £100 million potential fee might not be enough incentive for EDFE to place greater
focus on the AGR stations given the potential value of its other UK interests.20 We therefore
queried whether the £100 million financial incentive was sufficient to incentivise EDFE,
in particular to facilitate smooth station transfers where a maximum of £14 million is
available.21 The Department told us that the £100 million incentive was a meaningful
financial risk for EDFE. It acknowledged that the incentive might not be large compared
to the billions of pounds at stake, but argued it was reasonable in incentivising stationlevel performance. The Department explained that it had split the £100 million incentive
with £30 million for overall fleet performance and £70 million for individual stations,
which followed advice it had received from its independent review which suggested that
a substantial proportion of the incentive be directed at delivering station-level targets.22
14. The Department told us it did have other rights to direct EDFE, for example it has
the power to change decommissioning plans. If the Department, for example, identified
material cost saving opportunities of more than £5 million it told us it could instruct
EDFE to do things in a different way. It did not, however, expect to use these rights and
it did not think there was anything to indicate that it would be required to as NDA and
EDFE had been working cooperatively so far.23 Ultimately, how quickly and efficiently
the AGR stations can be defueled is dependent upon EDFE and NDA working together
seamlessly. The NDA will, for example, have to be ready to transport AGR fuel and store
it at Sellafield. The witnesses were positive about the joint working so far between EDFE,
NDA and the Department to address potential bottlenecks in the defueling process.24

Lessons for new nuclear stations – balance of risk
15. The assets of the Fund have been created from the contributions made by the
station operators, income from investments, capital injections from government and the
proceeds from the sale of the Fund’s shares in British Energy. Despite EDFE extending
the operating lives of all the AGR stations, its financial contributions to the Fund were
agreed at the time of the sale of British Energy to EDFE in 2009. The deal the Department
18
19
20
21
22
23
24
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negotiated did not include the option to increase or extend the contributions made by
the operator. We asked the Department if there were any circumstances in which station
operators could be expected to increase their contributions to the Fund. The Department
told us that it was not aware of any circumstances where this would be the case for AGR
stations. It explained that it could have structured the 2009 deal differently and could
have asked EDFE to increase its contributions over time, but that would have increased
uncertainty and risk for EDFE and might have affected the sale value. It noted that EDFE
had paid £12.5 billion for the AGR stations, and it was logical to assume that it might have
paid less under a different agreement.25 The NAO found that the main focus of the sale
of British Energy had been on continuing operations, with less consideration given to
decommissioning.26
16. We asked why, given the amount of uncertainty surrounding the costs, and concerns
about the adequacy of the Fund to cover this, the risks of decommissioning were being
entirely borne by the taxpayer. The Department said that the £100 million agreed with
EDFE was a meaningful financial incentive to manage, for example, the risks of defueling.
It also argued that some of the issues were due to agreements made “decades and decades
ago” and that it would structure these differently in future as part of the planning for new
nuclear power stations to ensure that the risk falls much more strongly with the operator.27
17. The Department emphasised that it was applying significant learning from the
experience of decommissioning the Magnox and AGR stations. For new nuclear stations
a funded decommissioning plan has to be in place before construction begins. The
Department told us that it was “building from the start with decommissioning in mind”
and that this should mean that when the new nuclear stations cease operation there will
be sufficient funds in place to carry out decommissioning.28 It also explained that new
legislation also included provisions to enable provider contributions to be adjusted during
the life of assets. The Department also expected that new technologies would mean that
the proportion of whole-life costs accounted for by decommissioning would reduce for the
new generation of nuclear reactors.29

25
26
27
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2 Defueling and decommissioning the
AGR stations
Impact of closures on generating capacity
18. Nuclear power contributed around 16% of the UK’s electricity in 2020. As at January
2022, five of the seven AGR stations and the Pressurised Water Reactor at Sizewell B are
the only nuclear power stations in the UK currently generating electricity; two of the
AGRs, Dungeness B and Hunterston B, closed in June 2021 and January 2022 respectively.
A further station is expected to close in 2022, two more in 2024 and the remaining two
in 2028. All of the AGR stations will close by 2028, with only Sizewell B and the new
station at Hinkley Point C expected to be operating nuclear power stations at that point.30
We inquired whether the lives of the operational AGR stations could be extended as we
wait for new generating capacity to come online. EDFE told us that when it bought the
AGR stations in 2009 it invested a further £6 billion into extending their operating lives.
It explained that it was working closely with the regulator to decide how much longer
stations could operate to produce as much electricity as possible from the stations. But
it noted that the stations were reaching the technical limits of running safely, having
extended the original design life of these stations from 25 to over 40 years. It explained
that it had “put in absolutely as much money as they [the stations] can usefully use in
terms of the technical limitation” and it was confident that no further investment would
allow the stations to be used for longer.31
19. The Department acknowledged there will be a production gap between existing
nuclear stations closing and new ones coming online. However, it told us that it was not
concerned about a lack of generating capacity during that period. It told us that the capacity
market allowed electricity capacity to be bought well ahead of time, and had shown itself
to be “very robust” in ensuring electricity generation needs are met. The Department also
explained that Sizewell B would continue to operate, and it expected Hinkley Point C to
be operating from the mid-2020s, which would help limit the gap.32
20. We asked whether there could be value in reusing the AGR sites, given the existing
support in those communities for nuclear power. In particular, we asked the Department
what work it was doing to give more clarity to the providers of small modular reactors
about potential plans for these sites. Both the NDA and EDFE told us they were keen
to make their sites available for small modular reactor development, and had held
preliminary discussions with possible suppliers of advanced or small modular reactors.
As these sites are already licensed for nuclear activity and close to the electrical grid, the
NDA confirmed that in theory all of the sites could potentially be made available.33

Transferring the AGR stations to the NDA
21. After the AGR stations are defueled EDFE will transfer the stations to NDA who
will be responsible for completing the rest of the decommissioning process. The first
30
31
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station could transfer as early as 2026. The NAO found there is a risk that transfer timings
do not allow NDA to fully understand and assess the transferring liabilities. The NAO
also highlighted the importance that the NDA does not rush the station transfer process
exposing it unduly to liabilities. Aspects such as land, people, assets and contracts will
need to be transferred over to NDA to enable its subsidiary, Magnox Ltd, to gain licence
approval from the nuclear regulator to allow it to decommission the sites.34
22. There are still some important aspects of transfer that are yet to be agreed. The
NDA and EDFE recognise there are issues around transfer that will need to be agreed
but believe they have sufficient time to sort out the remaining points.35 They established
nine working groups in 2021 to negotiate what will be transferred. The NAO, however,
found that some issues surrounding the transfer of AGR stations to the NDA and Magnox
Ltd were likely to become pressing long before transfer. These included: clarity of what
the transfer means for the workforce on AGR stations; building Magnox Ltd’s capacity
to take on management of the stations; Magnox Ltd becoming the site licensee at each
station; agreement on how contracts with suppliers to each station will be handled; and a
lack of certainty about the exact land boundary and facilities that the NDA and Magnox
Ltd will receive.36 The NDA told us the cooperation between it and EDFE was “excellent”.
EDFE similarly noted that both had a common interest in ensuring a seamless transfer,
but acknowledged that there was a lot of detail to work through.37
23. The Department’s business case estimates that the transfer of the stations will cost
£300 million, but given the uncertainties the cost and liabilities could be as large as £1.8
billion. The uncertainties include a potential need to update IT systems, the condition
and nature of assets, and the cost of employee pension contribution and redundancy
payments.38 The Department and NDA told us that land and people were the two biggest
transfer risks. The Department explained that it was not possible to get sufficient clarity
on these areas while negotiating the main framework of the deal, but recognised that it
will need clarity over, for example, which parcels of land owned by EDFE will transfer
over and which people and skills were needed.39 The NDA similarly recognised that there
remained significant issues to be worked through, and told us that while it had a broad
picture, it needed to work up specific plans for each site and each employee base and
understand the implications. It explained that the cost range for the transfer of the stations
reflected numbers that were not settled yet, such as the potential pension liabilities that
may transfer across from EDFE.40
24. We were concerned by the number of issues still to be resolved in the time available.
We enquired about progress regarding Hunterston B, the first station expected to transfer,
especially as discussions around pension contributions can take time to sort out. The
witnesses told us they were in discussion as to which staff would come across but it was
still too early understand the potential pension liabilities as it was not yet certain which
workers will want to move over to the NDA or where within the organisation would best
suit their skills.41
34
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25. We wrote to the Department and HM Treasury number of times (see Annex 1) after
our evidence session and asked it to clarify what it had agreed with EDFE in terms of the
land and buildings that will be transferred to the NDA, and how it planned to resolve any
issues or disagreements between what will be transferred. Both departments responded and
told us that a suite of legal agreements had been put in place which provided a framework
for the transfer of assets and resources when sites were being decommissioned. They also
explained that, in practice, the land required for decommissioning will be determined
on a site-by-site basis, reflecting technical, operational, and regulatory requirements. We
were told that joint planning work between EDFE, Magnox Ltd and NDA was underway
to identify, prioritise and address matters relating to station transfer, and that this was
“progressing towards a detailed joint plan for transfer starting with Hunterston B by the
end of the year”. Further, if disputes were to arise in any of these areas, legally binding
resolution procedures, as set out in the legal agreements governing the transfer, would
come into force as well as governance and escalation forums if required.42
26. The long-term benefits of transferring the AGR stations into public ownership will
depend on the ability of Magnox Ltd to deliver efficiencies from combining the stations
with its existing portfolio of nuclear stations. The NDA told us it expected to deliver
savings once the stations begin to transfer. The addition of the AGR stations will increase
the NDA’s portfolio. It told us this should allow for some economies of scale and that it
expected this could achieve projected benefits in the hundreds of millions of pounds and
potentially into the billions. The NDA told us that it had so far saved £100 million through
the use of joint stores for Magnox and AGR stations co-located at Hinkley and Hunterston
sites, and that further savings might be possible once it took ownership of the stations.43
27. Delivering the benefits intended from the new arrangements will require a clear longterm delivery strategy. The current EDFE approach for these stations involves putting
reactor buildings into a state of care and maintenance lasting some decades to allow
radioactivity levels to decay before starting deconstruction of the reactor. The NDA will
have to decide the long-term decommissioning strategy for the AGR stations. The NDA told
us that it its approach for its Magnox stations has moved away from care and maintenance
“across the board” to a bespoke plan for each reactor where deconstruction of the reactor
can start earlier. For some of the Magnox stations radioactivity levels have decayed more
quickly than previously modelled enabling the NDA to get on with the decommissioning
task.44 The NDA told us that it will decide the appropriate decommissioning strategy for
the AGR stations on a case-by-case basis as it builds its understanding of these stations. It
did not expect to be able to take a decision until “some time” after the stations transferred.45

Oversight of the AGR decommissioning programme
28. The AGR decommissioning programme is complex, and key organisations already
have substantial portfolios of work. The NDA, for instance, already has a very heavy
workload decommissioning the Magnox fleet and parts of the Sellafield site to which the
AGRs will now be added. The NDA’s subsidiary, Magnox Ltd, is currently responsible for
42
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decommissioning 12 nuclear power stations. The transfer of the AGR fleet will increase
its portfolio to 19 stations.46 As part of our inquiry into the Magnox contract in 2020, we
found that the NDA was already facing a considerable challenge in decommissioning the
Magnox stations and that its poor performance had cost the taxpayer in excess of £140
million. We also found weak oversight of the NDA by the Department which had failed to
detect the problems.47 Although we were informed that all the Magnox stations have now
been defueled including Bradwell which has now entered the care and maintenance stage
of the decommissioning process.
29. The Department told us that following its experience of the Magnox contract, it
had undertaken a full review to establish whether it had the right governance and it was
now confident that this was the case. It also told us that the NDA has similarly taken
“really important steps in the way that it is run” including increasing its commercial
capabilities and strengthening its board. It confirmed that it intended to keep governance
arrangements under “continual renewal and focus” and that it would pay close attention
to NDA’s development and performance but was “currently seeing a really reassuring
trajectory”.48 The NDA confirmed that the new governance arrangements have been cocreated between it and the Department and that it was confident that it had the team
needed to take on the new work. It told us that it was “getting strong support from the
Department and good challenge”.49
30. Decommissioning the AGR stations is an unusual programme compared with others
in government as no single organisation has complete responsibility and authority for
performance overall. The success of the programme will depend significantly on the
ability of the Department, NDA and EDFE to work together effectively and resolve any
problems or differences. The Department will be performing a number of roles: ensuring
its decommissioning agreements with EDFE operate as intended; taking forward its
normal sponsorship and oversight of the NDA; and at the same time supporting the
potential development of new nuclear stations, such as at Sizewell C. The effectiveness of
the Department in fulfilling these roles, while meeting its other obligations, will therefore
have significant implications for the decommissioning programme as a whole.50
31. Given the centrality of its role we asked the Department whether its own role was
subject to sufficient scrutiny and whether AGR decommissioning should be included in
the Government Major Projects Portfolio. The Department told us that similar concerns
had been raised by HM Treasury and Cabinet Office. However, the Department said that
it did not think that it was appropriate for the programme to be included in the GMPP
while it was being delivered by EDFE but expected it to be put on the GMPP once more
stations are transferred to NDA control. We have asked the Department to explain why the
programme should not be added to the GMPP sooner and therefore benefit from advice
on the adequacy of the proposed transfer. The Department said that in the meantime, and
in response to HM Treasury and the Cabinet Office, it was developing metrics that would
be akin to the GMPP to provide that assurance. However, the metrics have not yet been
developed.51
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Annex 1: Follow-up Correspondence with
BEIS & HM Treasury
•

21 February 2022: Initial follow-up letter after the evidence session from Sarah
Munby, Permanent Secretary, Department for Business, Energy & Industrial
Strategy.

•

23 February 2022: Response from Public Accounts Committee Chair, Dame
Meg Hillier MP to Sarah Munby and Sir Tom Scholar, Permanent Secretary,
HM Treasury.

•

8 March 2022: Response to the Chairs 23 February letter from Sarah Munby and
Sir Tom Scholar.

•

30 March 2022: Further letter from the Chair to Sarah Munby and Sir Tom
Scholar.

•

13 April 2022: Response to the Chairs 30 March letter from Sarah Munby, Lee
McDonough, Acting Permanent Secretary, Department for Business, Energy &
Industrial Strategy and Sir Tom Scholar.
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