Expensive Hinkley Point C Is Pivotal for UK Nuclear Industry’s Future
by Michael Stothard
October 21, 2013: Paris –The £16 billion deal to develop a new reactor in Somerset was billed as the start of the UK’s “next generation of nuclear power” by David Cameron on Monday, but it is also a big moment for the French nuclear industry.  The atomic reactor at Hinkley Point C is the great hope of France’s nuclear industry, struggling to deal with a world turning away from nuclear power towards other forms of renewable energy.
If construction of the next generation European Pressurized Reactor (EPR) goes ahead as planned, it could showcase the benefits of this new technology to the rest of the world.  This would be a boon for the French government, desperate for a boost to its nuclear industry in the wake of the Fukushima disaster.
But that is a big if.  The 2 other projects in Europe using this EPR technology have been hit by a disastrous mix of construction delays and cost overruns that have proved an embarrassment to EDF, its Hinkley consortium partner Areva, and the French state.
EDF’s nuclear power plant in Flamanville, the first to be built in France for 15 years, was originally expected to cost €3.3 billion and be in operation by the end of last year.  However, costs have more than doubled.  It is now scheduled to be operational by 2016.
The 2nd project, in Finland, an EPR reactor being built by Areva, has seen similar cost overruns.  It had its operational launch date put back from 2009 to around 2016.  There have been years of bickering about who is to blame.
A 3rd failure of this kind could mark the end of new nuclear development outside state-dominated economies such as Russia and China, say energy analysts.  2 EPRs being built in China are, by contrast, on time and on budget.
EDF Energy, the UK arm of the French utility, has insisted that there is no parallel between past European projects and Hinkley Point, saying that cost estimates given to the UK “already include the lessons learnt from Flamanville”.
So far, most analysts are giving EDF the benefit of the doubt.  “The consortium is taking a lot of construction risk, but you would hope that they have learnt some lessons from the past,” said Iain Turner, analyst at Exane BNP Paribas.
Even so, it is an unpredictable venture.  The project is already costing £2 billion more than the £14 billion originally billed, due to additional foundation work on the site and adapting the final design of the reactor to UK regulatory standards.
Regardless of whether the construction runs smoothly, in the short term it will firm up the relationship between the French nuclear industry and their Chinese counterparts, potentially laying the groundwork for closer investment in future projects.
The 2nd UK project, the Sizewell plant in Suffolk, is expected by many to have an even greater degree Chinese involvement, should it go ahead.  China General Nuclear Corporation and China National Nuclear Corporation have a minority stake in the Hinkley Point project.  “The deal is likely to strengthen relationship with the Chinese,” said Vincent Ayral, analyst at Société Générale.  “However [the Chinese] remain a potential future competitor in the nuclear new build market over the long term.”
The deal is the first involving a French company since the Fukushima disaster, and since EDF was beaten to a tender for nuclear reactors in Abu Dhabi in 2009, when it lost out to South Korea, at the time a new entrant in the sector.
Since Fukushima, Germany has decided to phase out nuclear power, Italy has scrapped a planned nuclear program, and France has pledged to cut atomic power to 50% of its electricity mix from 75%.
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