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Up To 1990

‘Funding’ started with CEGB and SSEB (state-owned electric utilities) in 
1976 using the internal unsegregated fund route (i.e unfunded).

This continued until privatisation of electricity industry (excluding 
nuclear) in 1990.  Assets bought with the internal unsegregated fund were 
mostly transferred into non-nuclear private utilities.

New state-owned Nuclear Electric (England and Wales) was given a 
‘Fossil Fuel Levy’, a consumer charge of 10% on retail bills, amounting to 
c. £1bn. annually.  This allowed Nuclear Electric to trade legally (A reserve 
of £2.5bn. was available from Government if company ran out of money).
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Nuclear Privatisation

By 1996 the newer nuclear stations (AGRS plus PWR) were privatised as British 
Energy.  British Energy started an external segregated fund, the Nuclear 
Decommissioning Fund, with a starting endowment of c. £225m. - and BE made 
annual contributions of £16m. into the Fund. Assumptions were that BE had 70 
to accumulate cash and could get a 3.5% average annual real return.

Older stations (Magnox) were left in private sector and went to BNFL in 1997.
Magnox inherited the surplus cash in BE – mostly unspent Fossil Fuel Levy 
receipts – of c. £2.6bn.  Government gave an ‘Undertaking’ to pay £3.8bn. 
(escalating at 4.5% real annually) for Magnox liabilities, should Magnox Electric 
run out of cash.  BNFL inherited the £2.6 bn. and by 2000 had a ‘Nuclear 
Liabilities Investment Portfolio’ of c. £4bn.  This was a quasi-segregated internal 
fund for liabilities in general.  [Note: overall UK nuclear liabilities in civilian 
sector were running at c. £48bn. by now].  
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British Energy

BE started profitable and paid £100m. annually in dividends to 
private investors for several years.  BE ran into severe financial 
problems after 2001 and Government organised restructuring aid, 
now approved by European Commission.  Terms include:

• BE now to contribute £20m. a year into an expanded Nuclear 
Liabilities Fund

• A bond issue of £275m. to go to Fund
• 65% of all BE free cash flow to go to the Fund
• Government would pay for all Stage 1/2/3 decommissioning 

expenses that BE could not meet.
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British Energy

BE is still a private company in a formal sense but the UK Office 
of National Statistics classifies it as a public sector company,
because it regards control (not ownership) as in State hands.

 
 
 
 
 
 

NERA Economic Consulting 6

NDA

Government is now setting up the Nuclear Decommissioning 
Authority (NDA) to manage all public sector liabilities.  Intention was 
to have a ‘segregated account’ to help give assurance that funding 
would be long-term and reliable.  First draft Annual Plan does not 
mention segregation or any funding commitment beyond the first 
year (2005/6).   The BNFL NLIP will presumably go to the Treasury.  

NLIP will presumably go to the Treasury.  
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