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INTRODUCTION
About the AEP

The Association’s members include large, medium and small generating businesses, representing between them virtually all of the generating technologies used in the UK and the majority of the UK’s power production. They operate in a competitive electricity market and they have a keen interest in its success - not just in delivering power at the best possible price, but in meeting environmental requirements and expectations in respect of security and reliability of supply.
The importance of competitive markets
The Association supports competitive markets for the production and supply of electricity, where they offer clear economic benefits. Competitive markets in the UK electricity industry have brought about a change of culture and have delivered new, more efficient technology and downward pressure on prices.

Massive new investment is needed

Environmental pressures on an ageing portfolio of coal and oil fired power stations and the steady retirement of nuclear stations suggest a massive requirement for investment in new power stations in the next ten years. Some of that investment may well be in nuclear power.
Political and regulatory risks must be minimised

Since the privatisation of the UK electricity industry some 15 years ago, power stations have been funded not by public corporations underwritten by government, but by private investors.  The UK has a remarkably open and competitive market, but, the way in which government and regulators exercise their influence over it is critical to investors’ confidence - it affects their willingness to make the necessary substantial, long-term investment in the UK’s generating industry. Capital will be deployed where returns look most attractive and where risks are considered to be manageable. Regardless of what methods are chosen for electricity production, political and regulatory risks must therefore be minimised.
Those who invest in the market choose fuels and technologies that they expect to be competitive and capable of operating within the constraints set by government and regulators. For confidence in the market to be maintained, those constraints should be clear, as few in number as possible, in place for the long term and capable of being priced directly into the market.
SUMMARY OF THE ASSOCIATION’S POSITION
· The AEP is technology neutral, and therefore does not promote any one generation technology over another.  However, given the UK’s demanding carbon emission reduction targets, it is important that companies have the option to invest in new nuclear plants as well as other low or zero carbon technologies.
· It would be beneficial, in terms of diversity, security of supply and reduction of greenhouse gas emissions, if nuclear power were to continue to form an important part of the UK’s fuel mix for electricity production.
· If new nuclear power is to be developed in the UK, the Association would expect it to be financed on a commercial basis which, other than through normal competition, did not disadvantage investments in other generating businesses. 

· The financing of nuclear power is more challenging than that of most other generating technologies. Nuclear projects face a stringent and time consuming process for planning consent and approval of reactors, high development costs and a lengthy timescale for construction. In a capital market where payback periods are critical, these amount to major obstacles. There are steps that the government should take to remove or reduce these barriers, so that new nuclear power can compete fairly with other technologies for private investment capital.
The government should
· make clear that it would welcome the construction of new nuclear power stations;
· ensure that planning consents for such stations are subject to the same considerations that would face an application for any other large, industrial facility – thereby eliminating the risk of additional delay for new nuclear power stations, reducing development costs and the possibility of delay in returns to investors;

· minimise the time taken for licensing of new reactors by making clear that technology which had been the subject of a robust approval process elsewhere (perhaps within the EU) would not be subject to re-examination in the UK - for example by ex-ante licensing of designs;

· ensure that there are no unnecessary barriers to the future use on commercial terms of existing nuclear power generation sites and

· decide, as soon as possible, on a solution for the longer-term disposal of nuclear waste.
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