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Rt Hon Philip Dunne MP

Chair of the Environmental Audit Committee
House of Commons

SWI1A 0AA

13" June 2022
Dear Chair,
Thank you for inviting EDF to give evidence to your committee’s inquiry into the UK’s transition from
fossil fuels on 8t June. | hope that the evidence given to the committee was helpful for your wider
inquiry.
| promised to follow up in writing on a few points which | hope the committee’s various questions.
Should you require any further evidence or have additional questions then please do not hesitate to

contact me and | would be delighted to provide a response.

Composition of EDF’s energy mix

| promised to write to the Committee with further information about EDF’s purchasing of gas.
Electricity tariffs - 7.5% of the electricity EDF supplies to customers is sourced from gas-fired
power stations.
Gas tariffs - All gas is purchased on the wholesale market. Approximately half of UK wholesale
market gas is derived from North Sea sources.

The information in the table below covers our supply licence for EDF Energy Customers Ltd for the
period from April 2020 to March 2021. Our customers’ electricity is sourced from our own UK power
stations, the wholesale energy market and other independent power generators. We are a major
supporter of independent renewable generators and our energy mix is around 90% low carbon vs the
UK average of 56%. Further information can be found at: https://www.edfenergy.com/fuel-mix.

Coal Gas Nuclear Renewable Other

EDF's fuel mix 1.3% 7.5% 62.1% 29.0% 0.1%

UK average 2.7% 38.2% 16.1% 40.3% 2.7%
fuel mix

Costs to consumers with nuclear power on the grid

The committee asked about the costs of nuclear on the grid. Nuclear is the only proven reliable low
carbon electricity source and is vital to achieve our climate targets. The UK currently has six nuclear
power stations which on average provide around 15% of the country’s zero carbon electricity. By 2028
five out of six stations are expected to reach the end of generation.

Numerous scenarios of our energy system projected to 2050 show the UK will require some (around 20-
25%) nuclear on the grid. The Climate Change Committee says that in a system driven by variable
renewables, nuclear can play an important role to provide predictable low-carbon power.


https://www.edfenergy.com/fuel-mix
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Furthermore, our analysis shows that without nuclear on the grid the cost to consumers (residential and
commercial) would be over £5 billion higher each year to achieve net zero with today’s technologies,
even taking account of the potential for cost reduction for battery storage. This is equivalent to more
than £200 per household, per year.

The Department for Business, Energy and Industrial Strategy’s modelling released alongside the 2020
Energy White Paper also shows how having some nuclear on the grid can save consumers money. The
modelling can be found here:
https://www.gov.uk/government/publications/modelling-2050-electricity-system-analysis

Using a Regqulated Asset Base funding model

Parliament recently passed the Nuclear Energy (Financing) Act which received cross-party support. This
Act will allow the Regulated Asset Base (RAB) funding model be applied for new nuclear projects. Using
a RAB model to build a nuclear power station means that the risk between investors and consumers is
shared, thus lowering the cost of finance which is the biggest driver of costs when building a station.
Roughly two thirds of the cost of Hinkley Point C is financing the project.

The Department for Business, Energy and Industrial Strategy state that RAB will add at most a few
pounds a year to typical household energy bills during the early stages of construction and on average
less than £1 per month during the full construction phase of the project. Overall, however, the lower
cost of financing is expected to lead to savings for consumers of at least £30 billion on each project.

Hinkley Point C

Hinkley Point C in Somerset will produce enough power for six million homes, equivalent to 7% of the
UK’s demand. To date, more than 920 apprentices have been trained on the project and 22,000 people
are currently working on it as part of 3,800 businesses across the UK.

The committee raised the question about the Contract for Difference (CfD) agreed of £92.50/MWHh. The
deal agreed for Hinkley Point C was a first of its kind and will become cheaper if Sizewell C receives
approval. Sizewell C is expected to use the RAB model which will lower the cost of finance and deliver
significant savings for consumers.

It is worth considering the £92.50/MWh in context. At the time of the agreement, CfDs for offshore
wind projects were around £150/MWh, solar was £125/MWh, onshore wind £100/MWh and tidal
£300/MWh. The renewables projects agreed then are earning those CfD prices today and will continue
to do so until the end of their contracts. Projects starting construction more recently have agreed
significantly reduced prices which is testament to the success of the UK’s renewable sector and
Government support. There remains only one nuclear power station however being built at Hinkley
Point C. If the station were online today it would have saved consumers around £1bn on energy bills for
2022 alone due to today’s energy prices.

With replication comes learning and efficiency savings. Hinkley Point C is seeing significant savings due
to learnings during the construction of the first unit reactor and applying them to unit 2. In many
instances this is around 30% faster. EDF is planning to build Sizewell C in Suffolk which will be a near
identical replica of Hinkley Point C and will aim to use much of the same supply chain.

Hinkley Point C will be around two-thirds of the way towards completion by the time that Sizewell C
construction begins. This will give us much greater certainty about construction quantities and costs. We
hope this will lead to even greater savings in time and costs during construction.

Timeline of Hinkley Point C



https://www.gov.uk/government/publications/modelling-2050-electricity-system-analysis
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The Committee raised questions around the timeline of Hinkley Point C. For clarity, initial works
including site surveys and ground investigations started around 2011. During this period until the Final
Investment Decision in 2016 there were some preparatory works like road improvements, early site
earthworks and providing an electrical supply. Full construction was launched in September 2016 and
the first concrete for the base of the nuclear island was poured in 2018.

Despite more than two years of Covid impact, the site has made significant progress, and is now able to
fully ramp up construction, with a scheduled operational date of June 2027.

| hope that the above sections answer the committee’s questions. I'd be pleased to meet you or other
members of the committee if there is further follow up that would be useful for this enquiry or wider
parliamentary roles.

Yours sincerely,

Paul Spence
Director of Strategy and Corporate Affairs, EDF

June 2022
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Appendix 1 — aerial view of Hinkley Point C timeline

2011/2 - some site surveys and 2016 - Final Investment Decision. Work
prepatory work begins to date mainly excavation.




