Fracked Off
June 1, 2013: Burke County, Georgia - Thanks to cheap natural gas, America’s nuclear renaissance is on hold.  It is the sort of thing you would expect to see in China, not in the pine forests of rural Georgia.  On the banks of the sluggish Savannah river towers one of the world’s biggest cranes.  It is helping build two nuclear reactors, to add to the two already up and running at the Vogtle power plant.  It testifies to the mammoth efforts that have been made in recent years to revive America’s nuclear industry—and to the disappointing results.
The half-built reactors at Vogtle are the first new ones to be approved in America since 1979, when a radioactive leak from Three Mile Island, a nuclear plant in Pennsylvania, ruined the industry’s already troubled reputation.  A consortium of local utilities is paying for the plant; Westinghouse, a subsidiary of Toshiba, a Japanese conglomerate, designed the reactors and is helping build them.  It is one of the biggest infrastructure projects in the country, according to Southern Company, a utility which owns 46% of the new plant.
Deep foundations have been dug.  The massive steel-and-concrete bowl in which the nuclear parts will sit is almost finished.  Prefabricated bits of the “containment vessel”—more steel—are ready to be lowered into place by the gargantuan crane.  To one side, shrink-wrapped in blue plastic, sits the reactor itself, an innocuous-looking package the size of a small lorry, which could power 250,000 homes.  Car parks worthy of an airport will cater to 5,000 or so construction workers.  All this is impressive, but Vogtle and 2 more reactors being built across the river in South Carolina are the last vestiges of what was heralded, 4 or 5 years ago, as America’s “nuclear renaissance”.
Renaissance Postponed
The Nuclear Regulatory Commission (NRC) has received applications for 24 more reactors, to add to the 104 already running.  But none is likely to be built soon.  Some are backed by consortia that have fallen apart; others have been withdrawn.  In early May, for example, Duke Energy, another utility, told the NRC, which must approve new plants, that it was calling off 2 of the 6 reactors it had planned.  Far from building new reactors, utilities are closing existing ones.  In May, Dominion power shut a nuclear plant in Wisconsin that was licensed for another 20 years, “based purely on economics”.
The culprit is the price of natural gas, which fell from over $13 per million British thermal units in 2008, when many of the applications to build new nuclear plants were lodged, to just $2 last year.  It has since recovered to over $4, but America’s huge reserves of shale gas should stop it from rising much for years to come.  That makes some old nuclear plants costlier to run than gas-fired ones.  Factoring in the massive expense of building new reactors—the pair at Vogtle will cost around $15 billion—makes nuclear power even less competitive.  David Crane, the boss of NRG Energy, which scrapped plans to build 2 reactors in Texas in 2011 after sinking $331 million into the project, estimates that new gas-fired generation costs 4¢ per kilowatt-hour, against at least 10 for nuclear.
It was not supposed to be this way.  In 2005 Congress approved subsidies to bolster the nuclear industry and encourage the construction of new plants.  It extended a law limiting owner liability in case of accidents and, for the first few new reactors, offered $18 billion in loan guarantees, $2 billion in indemnification against cost overruns, and $1 billion in tax breaks.  The NRC streamlined its licensing procedures, hoping to avoid the years of delays that inflated costs for earlier nuclear plants.  (Southern ended up paying $8.7 billion for the existing reactors at Vogtle, a far cry from the $660 million originally projected.)
None of this has worked as advertised.  Because the subsidies are short-lived, the NRC has been swamped with applications, which it has processed more slowly than it had hoped.  It has quarreled with the Vogtle consortium over the design, causing unexpected costs and delays.  The plant is now perhaps 18 months behind schedule and $737 million over budget.  That does not include a further $900 million that is the subject of legal dispute, plus the extra financing costs that will come with these overruns.  Meanwhile, the consortium is struggling to agree on the terms of loan guarantees with the Department of Energy, and says it may not take them up at all.
Southern shrugs.  Over a 40- or 60-year lifespan, it says, the plant is the best option for customers.  They will be insulated from the gyrations of the natural gas prices, immune from new rules to curb fossil fuels, and spared the intermittency of solar and wind power.  The firm can already borrow cheaply, thanks to its heft and regulations that allow it to charge captive customers for all “reasonable” expenses, plus a fixed profit margin.  Georgia passed a law in 2009 allowing it to recoup some costs from customers during construction, before the new reactors toast a single Pop-Tart.
Few states have such generous rules, which are controversial.  Florida recently modified a similar law, under which some companies are earning regulated profits on nuclear plants they have not even begun to build.  The projected cost of one of these plants has risen to almost $25 billion.
Then there is the question of what to do with spent nuclear fuel.  Barack Obama’s energy department scrapped a plan to bury the stuff in Nevada.  (After careful study, it realized that the Senate majority leader is from that state.)  It has not proposed an alternative.  The nuclear accident in Japan in 2011 has made investors more nervous about nuclear power.  Politicians have done little to address such fears, but continue to insist that America needs an “all-of-the-above” energy policy.
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