Annex B: Response Form

You may respond to this consultation by email or by post.

Please note that if you accessing this document electronically you will only be able to
enter text in the response fields.

Respondent Details Please return by 18™ June 2010 to:
Name: Will Steggals
Consultation on the Financing of Nuclear

Organisation: | SSE Decommissioning and Waste Handling

Regulations
Address: Suite 197, 35 Grosvenor Office for Nuclear Development

Gardens Department of Energy and Climate Change
Town/ City: London 3 Whitehall Place
London
SW1A 2AW

You can also submit this form by email:
decomqguidance@decc.qgsi.gov.uk

County/
Postcode:

Telephone: 02079534064

E-mail: will.steggals@sse.com

Fax:

Tick this box if you are requesting non-disclosure of your response. [ |




No.

| Question

Section 2: Cost recovery

Question 1

Do the proposals create a transparent and effective means of recovering
the costs incurred by the Secretary of State in relation to the matters
described in Table 17?

Could the cost proposals be improved to enhance their transparency and
effectiveness?

Is the proposed maximum fee set at a suitable level?

In answering these questions please give your reasons.

Response

There is little or no detail behind the proposed charges, how they relate to
costs, or cost which would be expected if the services were available in
relevant markets. References to “cost incurred” is therefore very open.

Fees and caps are not proposed to be subject to periodic adjustment by
reference to published index series. It is proposed that the adjustment of
charges will be achieved by a periodic consultation and review procedure
at unspecified dates. Although a liability cap is helpful, the magnitude of
the cap is no more well defined than the outcome of these future reviews.
Operators therefore have little forward visibility of charges at the time of
this consultation.

It may be worth adding detail to set out some of the factors which would
lead to a price review, and setting out more information on disclosure of
costs which would be expected during a review. This might open up
possibilities such as benchmarking against relevant markets and whether
there is more scope for adjustment of charges according to a price index.

The consultation document includes a reference to alignment with other
regulated industries, but little or no information to support this.

No.

Question

Section 3: Independent third party verification

Question 2

Do the proposals create an effective framework for verification to take
place?

Are the responsibilities and requirements clear?

Is it clear how the Secretary of State would expect the verification to take
place?

In answering these questions please give your reasons.




No.

Question

Response

The effectiveness of the framework relies on the right alignment of risks
and incentives in a principal-agent relationship. The verifier (as agent) can
have significant influence on technical and other solutions, without bearing
the costs. It would not be in the interests of the industry or general public
if verifiers develop controlling market positions through goodwill and
reputation. It may be worthwhile to consider some broad measures to
counter this possibility.

Paragraph 3.24 mentions how a verifier should operate under appropriate
levels of professional indemnity cover and be removed from pressures of
a financial or operational nature, which could affect sound judgement.
However “sound judgement” could equally be influenced by a verifier
seeking to protect its own interests. With this in mind, the market for
verification must be reasonably contestable with a diverse pool of
potential service providers.

Paragraph 3.26 mentions written evidence of verifier qualifications,
experience (which can be checked) and relevant accreditations that make
them qualified. On these critera, the most qualified verifiers will be the
existing pool of verifiers. If experience is a significant test of suitability,
there may be a trend towards concentration of the market. Assessment of
gualification should therefore be weighted towards technical
competencies, and it may be advantageous to have a presumption
against experience as a measure of qualification.

Paragraph 3.21 mentions a change of verifier, which should include an
explanation as to why the change in verifier has occurred. If an operator is
changing verifier as a means to invite a new entrant into the market or to
take any other steps to counter a trend towards concentration, this should
be a good enough reason.

The main principles are clear enough. It may be impractical to go into
further detail at this stage, and to some extent, the detail will need to be
added with experience.

No.

Question

Section 4: Modifications to an approved programme

Question 3

It is Government’s intention that only changes that meet the definition of
the materiality threshold should require the Secretary of State’s prior
approval.

Given the checks and balances in place,(annual and quinquennial
reviews, independent verification, and in extremis, the Secretary of State’s
power to modify), is the proposed materiality threshold set at a level that
will capture strategic changes to the FDP but still protect the taxpayer?

Is the proposed approach for the notification of modifications to a FDP that
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No. Question
are below the materiality threshold a reasonable one?
Does the definition of the content of a funded decommissioning
programme in draft regulation 3 accurately define the liabilities to be
captured by the modification?
In answering these questions please give your reasons.
Linking the regulations to the legislation is satisfactory and we have no
Response
further comment.
No. Question

Section 5: Des

ignhated technical matters

Do the proposed designations strike the right balance between protecting
the taxpayer on the one hand whilst avoiding undue administrative

Question 4 burdens on the operator?

In answering these questions please give your reasons.
Response We have no comment on the points raised.
No. Question

Section 6: Rep

orting requirements

Is an annual and quinquennial reporting period appropriate?
Are the timescales for submitting the reports adequate?

Is there any additional information that should be included in either report?

Question 5
Given the nature of the liabilities and the content of the quinquennial
report, should the in-depth quinquennial review be undertaken on a more
frequent basis? If yes, what are your reasons for undertaking a more
frequent review and when should they take place?

Response The proposals appear to be satisfactory and we have no furhter

suggestions




Please select the category below which best describes who you are responding on
behalf of.

Business representative organisation/trade body
Central Government

Charity or social enterprise

Individual

Large business ( over 250 staff)

Legal representative

Local Government

Medium business (50 to 250 staff)

Small business (10 to 49 staff)

Micro business (up to 9 staff)

Trade union or staff association

OO0 doxXoodod

Other (please describe):

Thank you for taking the time to let us have your views. The Government does not
intend to acknowledge receipt of individual responses unless you tick the box. [_]
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