Hinkley Nuclear Plant Faces UK Delay
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July 28, 2016 – The U.K. will take until the fall to review French construction of the world’s most expensive electricity project.  That throws into doubt the highly controversial Hinkley nuclear plant.
French state-controlled powerhouse EDF made a final investment decision on Thursday - to go ahead with the £18 billion Hinkley Point C nuclear power plant in southwest England.  The U.K. government was expected to sign the contract soon after.
But whereas former Prime Minister David Cameron and his Chancellor George Osborne were firm advocates of the project, Theresa May’s 2-week-old government has signaled that it wants to take its time and review it again.
“The government will now consider carefully all the component parts of this project and make its decision in the early autumn,” Business and Energy Secretary Greg Clark said in a statement soon after the decision was announced.  Nuclear remains an important source of energy to the country, he added.
The wait-and-see statement came under heavy fire from Hinkley supporters and critics alike.  The Labour Party’s Shadow Energy Secretary Barry Gardiner said it shows government is in “chaos.”  “Ministers have claimed Britain is open for business, after the referendum sent shockwaves to investors,” Gardiner told POLITICO in an email.  “This is an appalling signal to send and a humiliating diplomatic move.”
The energy and engineering workers’ trade union, GMB, called it a “bewildering and bonkers” decision that puts 25,000 new jobs at risk, especially considering the chilling effect the U.K. vote for Brexit has already had on investment in the country.
Conservative Support
Cameron and Osborne had long supported the Hinkley nuclear project, as a necessary investment to meet the country’s need for big supplies of emissions-free electricity — even as doubts about its costs and safety grew.  For them, Hinkley was also part of a broader trade partnership with China, which has a stake in the project and 2 other planned nuclear plants in the U.K.
May, by contrast, hasn’t publicly supported the project.  The scheme was on the agenda for her meeting French President François Hollande last week.  But no decisions appear to have been taken then.
“None of the key ministers have been previously close to the project, so given its scale and complexity, 2 weeks of briefing was quite a short time to engage fully with it,” said Matt Hinde, former head of EU strategy at the U.K.’s now-defunct Department of Energy and Climate Change.  “The lack of warning was quite surprising though,” added Hinde, who is now senior vice president and director of energy at the consultancy Fleishman Hillard.
Last year, May’s joint chief-of-staff, Nick Timothy, criticized the Chinese investment, saying it could pose a national security concern, allowing Beijing “to shut down Britain’s energy production at will.”
A Brexit Exit?
The project carries significant political weight for France as well — it’s key to keeping a long nuclear legacy alive.  “We would be leaving open space for our American competitors, the Chinese or Russians,” French Economy Minister Emmanuel Macron told Le Journal de Dimanche in April.  “And then what competence would we have to renew our own nuclear fleet?”
Opponents had hoped the U.K.’s vote to leave the EU would give France and EDF the excuse they needed to pull the plug, arguing that the financial consequences remain unclear.  The May government’s caution towards the project might still do that.
“It’s right that the U.K. should remain open for business, but handing billions of energy bill payers’ money over to the French government for an outdated technology makes no business sense,” said John Sauven, U.K. executive director at the NGO Greenpeace
The Conservative government, however, has argued that, without new nuclear plants, Britain will be at risk of energy blackouts from 2019.  The U.K. needs to replace aging nuclear reactors and dirty coal-fired plants in the next decade.  All coal plants must be shut down by 2025.
EDF Worries
EDF’s endorsement came after months of delays and opposition, centered on worries about the company’s financial health.
The Hinkley project, which will use a technology as yet untested in the real world, is slated to receive huge — and controversial — financial support from both governments.  EDF, in contrast, has described it as a boon for both countries.
“HPC is a unique asset for French and British industries, as it will benefit the whole of the nuclear sectors in both countries, and will support employment at major companies and smaller enterprises in the industry,” it said in a statement.
Construction on the plant’s 1st of 2 reactors is expected to start in mid-2019.  Originally, the plant was expected to generate power beginning as early as 2018.  The date has slipped to 2025 or later.  EDF did not confirm a date Thursday.
Controversial Subsidies
Depending on which way the government goes, U.K. subsidies are due to keep the wholesale electricity price for Hinkley, at more than twice the current market rate for its 1st 35 years.  Expectations that it will cost electricity customers between £150 and £660 each over that period have drawn significant criticism from green and consumer groups.  The subsidies have raised concerns about possible violations of EU state aid rules.
France agreed earlier this year to buy €3 billion out of the €4 billion worth of new shares EDF investors will issue in order to raise more funds.  That’s expected to cost French households €176 each.
Austria has already challenged the U.K. subsidy in the European Court of Justice.  Some speculate that the European Commission will have to approve the French plan.
Board member Gérard Magnin, who represented the French state, quit just hours before Thursday’s meeting.  He called Hinkley “very risky” in his resignation letter, according to Le Monde.  Magnin’s is the 2nd high-level resignation to bedevil the project.
In March, the company’s chief financial officer resigned, after unsuccessfully insisting that the project be delayed until the company’s finances improved.  Meanwhile, EDF labor unions have urged management to hold off, on the grounds that Brexit exposes the company to even greater uncertainty.
Gardiner agreed.  “EDF has mismanaged the Hinkley project, but the government has mismanaged the public interest in it,” he said Thursday.  He added that there’s no guarantee the plant will be completed in 2025.  “Further delays could see the government and taxpayers paying dearly for alternative power, with bill payers still paying a premium price for this energy that may arrive long after the 2025 power crunch.”
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