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1. Conclusions and recommendations

1.1  The stability and affordability of energy prices is essential to preserve both the purchasing
power of households and the competitiveness and resilience of the European industrial fabric.
After a decade of relative price stability for energy import prices and the relatively low annual
increase of domestic producer prices for energy of 0.9% between 2010 and 2019, Europe has
been witnessing a sharp increase in energy prices since second half of 2021. Volatility in energy
prices and uncertainty of energy supplies escalated with the war in Ukraine.

1.2 The challenge that Europe is facing today is twofold: the need to combat climate change and the
need to ensure a stable energy supply at an affordable price. As the Commission writes in its
REPowerEU plan, the challenge is to rapidly reduce our dependence on Russian fossil fuels by
fast forwarding the clean transition and joining forces to achieve a more resilient energy system
and a true Energy union. The solution has three time dimensions. The essence of the short-term
perspective is primarily to resolve the situation with the supply of energy, as a possible shortage
may exacerbate price increases. The current market situation is influenced by current and
expected supply-side factors. It is therefore necessary to use all available energy sources in the
EU as outlined in the REPowerEU plan. This is a crisis scenario, the purpose of which is
primarily to secure the supply of energy. The medium-term perspective allows for greater
respect for the sustainability and balance of energy sources, and the long-term perspective,
provided that geopolitical security risks are reduced, will entail focusing on green goals.

1.3  The additional costs of safety and security caused by the war threaten to contribute substantially
to the increase in energy prices. In the short term, existing nuclear power plants in EU Member
States which opted to include nuclear power in their energy mix and where it is technically
feasible will contribute to the stability of energy supply, which to a great extent influences price
stability. Without the existing nuclear capacity, the shock to the energy system caused by
Russia's invasion of Ukraine would certainly be even bigger.

1.4 Nuclear power as a source of low-emission electricity is available on demand to complement the
leading role of renewables such as wind and solar in the transition to electricity systems with net
zero emissions. The EESC points out that nuclear as a stable baseload can at this time contribute
to stable supply. The marginal costs of nuclear energy are stable and much lower than those of
gas and coal plants. Nuclear power plants do not emit a significant amount of CO2 when in
operation and so their marginal costs, like those of renewables, do not include any CO: costs
and are not affected by volatile carbon pricing as we could see in 2021 when the carbon price
rose more than 200%. The volatility in the EU ETS scheme significantly affects the price of gas
and coal on the EU market.

1.5 From a regulatory point of view, the electricity prices on the EU wholesale market are
determined by merit order in which the last power plant sets the price. In most cases of standard
market behaviour, the price on a spot market is determined by gas or coal. This means that
nuclear power does not influence energy prices on the spot market, except for when the energy
mix includes a high share of low-emission sources. However, the spot market is only part of
market sales. Energy companies often sell physical supplies of electricity on the basis of
bilateral contracts. In this case, different financing models and bilateral contracts used in EU
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Member States with nuclear in their energy mix help to stabilise the energy price for the
customer.

The current energy crisis affected the functioning of the EU electricity market by distorting its
basic rules due to the number of interventions to mitigate high energy prices or significantly
decrease demand. This situation points to the important correlation between decreased supply
and increased demand pushing up energy prices. With a more robust supply from stable low-
carbon energy sources, energy prices will be less volatile and thanks to the interconnection of
national energy markets the benefit can be shared across the EU.

The EESC considers that extending the life of the existing fleet of nuclear power plants makes
sense in this particular situation and will, at the same time, contribute to the transition to a
carbon-neutral economy. It has the potential to meet current expectations regarding energy
supply and to reduce gas consumption in the electricity sector, thereby reducing the risk of gas
shortages. It can also help to alleviate the unprecedented price volatility caused by non-
economic factors, and meet current expectations regarding energy supply. The EESC
recommends that the Member States work on solutions for storage capacity and reinforce
transmission interconnections in order to respond effectively to outages in renewables in the
longer term and in gas in the short term.

The EESC proposes that the Czech Presidency, within the European Nuclear Energy Forum
(ENEF), discuss price stability in the nuclear sector and the role of nuclear power in stabilising
supply as a response to reduced EU dependence on Russian gas. The EESC would like to be
closely involved in this discussion.

The EESC suggests reinforcing bilateral cooperation with international partners in the nuclear
sector in order to share the findings in terms of innovation and advances in new technologies.
The EESC recommends that the Czech Presidency of the Council of the EU organise a
conference on small modular reactors which could take the form of the EU-US high-level forum
on small modular reactors and explore this promising research.

Background and explanatory notes

Avrticle 194 of the Treaty on the Functioning of the European Union lays down the legal basis
for energy policy in the EU. Specific provisions are laid down in other articles such Article 122
of the TFEU (security of supply), Articles 170-172 of the TFEU (energy networks), Article 114
of the TFEU (Internal energy market) and Articles 216-218 of the TFEU (external energy
policy). The Treaty establishing the European Atomic Energy Community (Euratom Treaty)
serves as the legal basis for most EU actions in the field of nuclear energy.

The Treaty on the Functioning of the European Union also guarantees to Member States their
right to determine the conditions for exploiting their energy resources, their choice between
different energy sources and the general structure of their energy supply?.

TFEU Article 194(2)
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The EU's plan to become the first climate-neutral continent in 2050 requires an energy transition
towards zero and low-emission energy sources. The increasing part of renewables in the energy
mix cannot happen without a backup made up of currently stable energy sources at our disposal
such as fossil and nuclear energy; in addition, we need to invest in non-fossil gas-fired plants to
cope with fluctuations in renewable energy. There is also a great need for storage capacity in
order to avoid blackouts and satisfy growing energy consumption driven by electrification.
Among the current stable energy sources, nuclear energy is the only source with low emissions
which could reduce dependence on Russian gas.

Nuclear energy, with its 413 gigawatts (GW) of capacity operating in 32 countries, contributes
to decarbonisation and reduces reliance on imported fossil fuels by avoiding 1.5 gigatonnes (Gt)
of global emissions and 180 billion cubic metres (bcm) of global gas demand a year?. Nuclear
power, as a source of low-emission electricity, is available on demand to complement the
leading role of volatile renewables such as wind and solar in the transition to electricity systems
with net zero emissions. According to the International Energy Agency, less nuclear power
would make net zero ambitions harder and more expensive and global nuclear generating
capacity is expected to double by 2050.

The European Commission delegated regulation of 9.3.20222 recognises the potential of nuclear
energy to contribute to the decarbonisation of the Union's economy and considers nuclear
energy a low-carbon activity. The Final Report of the Technical Expert Group on Sustainable
Finance from March 2020* stated that "nuclear energy generation has near to zero green-house
gas emissions in the energy generation phase" and "evidence on the potential substantial
contribution of nuclear energy to climate change mitigation objectives was extensive and clear".
The taxonomy provides for additional and stricter requirements on waste disposal, funding and
decommission planning.

The stability and affordability of energy prices is essential to preserve both the purchasing
power of households and the competitiveness and resilience of the European industrial fabric.
After relative price stability for energy import prices in the last decade (except the drop in 2020
by 31%), and the relatively low annual increase of domestic producer prices for energy of 0.9%
between 2010 and 2019 (in 2020, energy producer prices fell by almost 10%), Europe has been
witnessing a sharp increase in energy prices since autumn 20215,

For the first time in its history, the European Union is confronted by several serious risks linked
to energy supply, energy security and skyrocketing energy prices. One of the reasons is that
some Member States were not careful, or have succumbed to external pressure, and reduced all
backup resources too quickly, while foreign interference certainly played a role in this regard.

https://iea.blob.core.windows.net/assets/0498c8b8-e17f-4346-9bde-dad2ad4458c4/NuclearPowerandSecureEnergyTransitions.pdf

Regulation amending Delegated Regulation (EU) 2021/2139 as regards economic activities in certain energy sectors and Delegated
Regulation (EU) 2021/2178 as regards specific public disclosures for those economic activities

The TEG report available at: TEG final report on the EU taxonomy | European Commission (europa.eu)

Eurostat data from February 2022 https://ec.europa.eu/eurostat/web/products-eurostat-news/-/edn-20220210-2.
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Hectic and volatile energy price developments were already evident before the war, from
autumn 2021, caused by several disruptions in supplies as well as the global increase in the
demand for gas. The reason for the unusually high energy prices since last autumn is the sharp
global increase in the demand for gas, due to a number of key factors: upward economic
recovery, tightened supplies to the EU, a lack of investment, and bad weather conditions which
have resulted in reduced production of energy from renewables. In some cases, speculation has
led to the emptying of gas storage facilities®. The current volatility in energy prices is mainly
determined by the impacts of the Russian aggression against Ukraine, the uncertainty about a
possible escalation in other countries and the effort to cut the EU's energy dependence on Russia
as quickly as possible.

The additional costs for safety and security caused by the war threaten to substantially
contribute to the increase in energy prices. The next period of diversification of EU energy
input, connected with massive investments into new infrastructure (e.g. LNG terminals,
hydrogen pipelines) and realignments of the existing energy delivery network, could be
accompanied by an additional jump in prices. The situation is also exacerbated by a significant
decline in nuclear generation, expected to decrease by 12% (more than 100 TWh) in 2022.
According to the IEA electricity market report of July 2022, this decline is due to temporary
decreased plant availability in France, the retirement of 4 GW of nuclear power in Germany and
the impact of the Russian invasion on Ukraine's nuclear plants.

Under the current circumstances, at least until the fundamental EU energy shift makes progress,
the use of already existing energy sources available in the entire territory of the EU and
utilisable immediately without impediments and within the already installed infrastructure is the
highest priority. At the same time, cutting supplies of energy commaodities from Russia is well
underway, including the risk of limiting the supply of fuel rods for nuclear power plants, and
ensuring a stable energy supply to all Europeans is leading to a challenge in terms of complying
with climate targets.

To a certain extent, nuclear power enables the adaptation of electricity generation, depending on
how much power is produced from renewables. Nuclear power stations are less flexible than
gas, but they bring an element of stability into the system as they contribute significantly to the
energy base load, and current regulation in some EU Member States allows flexible regimes for
nuclear power plant operations.

The already installed nuclear sources are able to immediately satisfy the higher demand for
electricity and are characterised by low operating costs. It is true that the comprehensive
levelised energy costs in the case of nuclear sources are rather high, especially due to the huge
investment costs which reflect high security measures; however, in the case of gas, the levelised
energy costs are even higher’. At the same time, given the war in Ukraine, we have no certainty

For more details, please see the TEN/761 opinion.

IEA/NEA, 2020.
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that we will continue to be supplied with Russian gas or fuel rods until alternative supplies are
found.

2.13 Nuclear is the dispatchable low-carbon technology with the lowest expected costs for 2025.
Only large hydro reservoirs can provide a similar contribution at comparable costs but remain
highly dependent on the natural features of individual countries. Compared to fossil fuel-based
generation, nuclear plants are expected to be more affordable than coal-fired plants. While gas-
based combined-cycle gas turbines (CCGTs) are competitive in some regions, their levelised
cost of energy (LCOE) depend strongly on the prices for natural gas and carbon emissions in
individual regions. Electricity produced from nuclear long-term operation (LTO) by lifetime
extension is highly competitive and remains not only the lowest cost option for low-carbon
generation - when compared to building new power plants - but for all power generation across
the board?.

2.14 Similarly to renewable sources, the operating costs of nuclear energy are low. The variable costs
are virtually independent of the global energy commodity market. For this reason, nuclear
power plants bid on the electricity market at a stable price. Price of fuels and carbon pricing
generally have the greatest impact on costs of electricity production. These variable costs or
marginal costs vary greatly from one technology to another. The marginal cost of nuclear power
plants depends on the price of nuclear fuel, which is much lower than that of gas or coal.
Nuclear production being substantial, the price of fuel can be spread over a large production
volume, a large quantity of MWh. Since nuclear power plants do not emit COg, their marginal
costs do not include any costs related to CO2 allowance prices, like renewables.

2.15 From a regulatory point of view, the electricity prices on the EU wholesale market are
determined by order of merit, in which the last power plant sets the price. In most cases of the
standard behaviour scenario, the price on a spot market is determined by gas or coal. This means
that nuclear power does not influence energy prices on the spot market, except for when the
energy mix includes a high share of low-emission sources, set to be the future European model.
At present, the standard market model has been destroyed by the supply-side shock, especially
as regards gas, which has to be accompanied by the other disposable sources to contribute to
market equilibrium and price stability, along with regulatory interventions such as demand
reduction across the Union®.

2.16 The spot market is only part of market sales. Energy companies often sell physical supplies of
electricity on the basis of bilateral contracts. In this case, different financing models and
bilateral contracts used in the EU Member States with nuclear power in their energy mix help to
stabilise the energy price for the customer, but not necessarily to lower it. We also have to
distinguish between different layers of the electricity market (wholesale versus retail). The retail
markets in the EU depend on many factors such as the level of competition, but also on factors
that determine the final price. The electricity prices paid by household consumers in the EU

https://iea.blob.core.windows.net/assets/ae17da3d-e8a5-4163-a3ec-2e6fb0b5677d/Projected-Costs-of-Generating-Electricity-
2020.pdf

Council regulation on coordinated demand reduction measures for gas.

TEN/776 — EESC-2022-01184-00-02-AC-TRA (EN) 5/22



3.1

3.2

3.3

3.4

3.5

include taxes and levies. According to Eurostat figures, the average share of levies and taxes
paid by household consumers for electricity in the EU is 36%.

General comments

The EESC is well aware of and respects the seriousness of the situation. Under the current
circumstances, as a part of crisis and emergency management, reliable deliveries of energy at an
acceptable price are the way to survive. For that reason, any disposable source which can be
reliable should be used not only to accommodate demand, but also to contribute to price
stability in this very uncertain period of time.

The EESC fully supports the European Green Deal and the shift of the European economy to
climate neutrality by 2050. At the same time, the climate transition needs to go hand in hand
with the five pillars of the Energy Union, namely with the pillars on security of supply and
affordability of energy prices. Future policies should aim to decrease the high import
dependency, as highlighted by the EESC in several opinions.

In the light of the main targets of the European Commission's REPowerEU Communication,
there are two phases of the effort for energy price stability in the EU; the first until some first
steps of decreased the EU's dependence on Russia with visible results are made, and the second
when the EU energy dependence on Russia is zero. The EESC admits that for the first phase,
where stability and safety will play a fundamental role, nuclear energy from existing EU sources
also plays a role as highlighted in the REPowerEU plan®®, bearing in mind that preparing the
EU energy system for the next winter will not be easy (to create sufficient stocks and reserves of
gas, to start the diversification of deliveries, to utilise more hydrogen and methane, to make
massive additional investments into renewable and energy efficiency projects) as the
International Energy Agency indicates in its recommendations of March 202211, For the second,
a return back to the Green Deal mainstream could be possible when any risks linked to the
security of supply are eliminated.

The EESC points out that the supply of fuel rods to nuclear power plants in the EU with VVER
reactors operated on their territory (Bulgaria, Czech Republic, Hungary, Finland and Slovakia)
might be at risk due to the war in Ukraine. At the same time, it is pleased to see that alternative
supplies are possible!? and encourages the relevant Member States to find alternative suppliers
as soon as possible. Nuclear plants do not require large storage capacity and can easily stock
fuel for three to five years, so it is possible to switch to another supplier or buy fuel at a
favourable price.

The EESC highlights that the stability of the EU energy market is an absolute priority for today
as it can eliminate volatility in energy prices. The nuclear energy as a very stable base load

10
11

12

REPowerEU Plan COM(2022) 230 final

IEA 10-Point Plan to European Union for reducing reliance on Russian supplies by over a third while supporting European Green
Deal, with emergency options to go further, March 2022.

The Temelin nuclear power plant in the Czech Republic found alternative suppliers.
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energy source (a backup to volatile renewables) can substantially contribute to stability of
supply in periods of extraordinary risks.

The EESC points out that nuclear energy does not bare the risk of volatility in EU ETS prices,
which reached an all-time high of EUR 100 per tonne of CO: in early February 2022. Since
nuclear power plants do not emit COz, their marginal costs do not include any COz2 costs, like
renewables. The volatility in the EU ETS scheme significantly affects the price of gas on the EU
market.

Comprehensively, nuclear energy has high investment costs but relatively cheap operating costs.
However, we are not starting from scratch, and existing (upgraded) nuclear capacities can be
used to stabilise the market. The policies should allow Member States to prolong the operation
of the existing fleet, as the long-term operation of nuclear power plants is by far the most
affordable solution for 2030 and beyond which will allow a smooth transition to climate
neutrality. It is necessary to avoid any measures that might negatively impact existing low-
carbon capacity, or which would discourage investors from investing in the necessary
technologies.

The EESC suggests factoring the role of nuclear energy into the future design of electricity
market rules. Nuclear plants can offer electricity to end consumers at a fixed price, as several
European countries use different models of contracts which ensure stability for consumers. A
fixed purchase price ensures a return on investment and lower capital costs, and partially fixes
the electricity price for end consumers.

Nuclear power accounted for around 25% of the electricity produced in the EU in 2020. More
solidarity and better transmission interconnections on the energy market will help to respond
effectively to the volatility of renewables in the longer term and outages in gas in the short term.
The EESC also calls for Member States to work on storage capacity and replace gas plants with
energy from low-carbon sources. Any provisions in the revision of the electricity market design
should incentivise investments in the low-carbon technologies needed to decarbonise the power
sector in a safe and affordable manner.

The EESC highlights the other element of price stability for nuclear energy ensured by the
stability of supplies. Compared to gas, nuclear power plants do not require large storage
capacities and can easily stock its fuel for three years'3. Longer refuelling and stocking capacity
help with buying the fuel under more favourable conditions as well as switching to other
suppliers. For this reason, it encourages the five Member States with VVER technologies to
look for alternative suppliers.

When the EU's energy dependence on Russia decreases, it will be a good starting point not only
to think, but also to implement and materialise the innovation potential regarding nuclear
energy, namely the utilisation of nuclear sources for the production of hydrogen and waste
recycling as a part of a circular economy chain. Using electricity from nuclear power to produce

13

According to the Euratom Supply Agency's 2020 annual report, "uranium inventories can fuel EU utilities” nuclear power reactors
for 2.75 years on average.
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hydrogen and heat presents new opportunities according to the International Energy Agency.
Surplus nuclear electricity could be used to produce an estimated 20 million tonnes of hydrogen
in 2050 and co-generated heat from nuclear plants could replace district heating and other high-
temperature uses'*, though the construction costs would need to fall to make it competitive.

The EESC proposes that the Czech Presidency discuss, within the European Nuclear Energy
Forum (ENEF), price stability in the nuclear sector and also the role of nuclear power in the
stability of supplies as a response to the reduction of the EU's dependence on Russian gas. The
EESC wishes to be closely involved in this discussion.

The EESC suggests reinforcing bilateral cooperation with international partners in the nuclear
sector, mainly with the U.S., in order to share results in innovation and advances in new
technologies. The EESC recommends that the Czech presidency of the Council of the EU
organise a conference on small modular reactors which could take form of the EU-US high-
level forum on small modular reactors and explore this promising research.

Specific comments

The EESC is well aware of some risks connected with the utilisation of nuclear energy and
supports the need for further research in order to make it even safer. It would be foolish to think
that the risks do not exist. Nuclear power has been used to produce energy since the 1950s, and
since then the level of security and safety have been reinforced, i.e. to withstand extreme
external events, both natural and man-made, such as an aircraft crash or explosions. The EESC
invites Member States not to stop research and innovation in this area and to comply with strict
requirements on safety and waste disposal.

The current situation on energy market also affects uranium prices, which can be stabilised by
better diversification of suppliers, or in the longer term by building power plants requiring less
frequent refuelling. Power plants based on Small modular reactors (SMRs) may require less
frequent refuelling, every three to seven years in comparison to between one and two years for
conventional plants. Some SMRs are even designed to operate for up to 30 years without
refuelling. In addition, the construction of GEN 11l power plants meets the needs of countries
with large energy requirements and developed grids (as shown by the programmes underway or
planned in different countries).

Small modular reactors designs are generally simpler, and the safety concept for SMRs often
relies more on passive systems and the inherent safety characteristics of the reactor, such as low
power and operating pressure. SMRs offer savings in cost and construction time, and they can
be deployed incrementally to match increasing energy demand.

The fuel needed for nuclear plants is rather of small volume compared to the needs of power
plants running on fossil fuels. One small pellet of uranium dioxide weighing five grams
produces the same amount of energy as a ton of coal or about 480 cubic meters of natural gas.

14

https://iea.blob.core.windows.net/assets/0498c8b8-e17f-4346-9bde-dad2ad4458c4/NuclearPowerandSecureEnergyTransitions.pdf
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Nuclear plants do not require large storage capacities and can easily stock fuel for three to five
years. Stocking capacity can be considered as stability for the plant, as it decreases the
dependence on a particular supplier and gives the possibility to buy fuel when there are
favourable prices.

4.5 The investments made in this sector also means that any upgrade can be used for the benefit of
the green transition. Nuclear technologies and methods are used to contribute towards the
transition to an increasingly hydrogen-based energy system in two main areas: (i) hydrogen
production from nuclear assisted thermal/chemical dissociation of water and (ii) contribution of
nuclear methods and techniques to improve understanding and allow subsequent tailoring of
materials to better meet the requirements for hydrogen storage and conversion®®.

Brussels, 21 September 2022

Christa SCHWENG
The president of the European Economic and Social committee

N.B.: Appendix overleaf.

15 |AEA-TECDOC-1676
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APPENDIX | to the OPINION
of the
European Economic and Social Committee

The following counter-opinion, which received at least a quarter of the votes cast, was rejected during
the discussions (Rule 71(7) of the Rules of Procedure):

AMENDMENT 7 Tabled by:
DIRX, Jan
TEN/776 HERNANDEZ BATALLER, Bernardo

Role of nuclear energy in the stability of EU energy

IZVERNICEANU, lleana
KATTNIG, Thomas

prices .
KUPSYS, Kestutis
LOHAN, Cillian
MOSTACCIO, Alessandro
Replace the whole opinion presented by the TEN NABAIS, Jodo _
section with the following text (explanation/reasonat ~ NIKOLOPOULOU, Maria
RIBBE, Lutz

the end of the document):

SCHMIDT, Peter
SCHWARTZ, Arnaud

Amendment

1.1

1.2
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2.2

2.3

Conclusion and recommendation

The answer to the question of the Czech presidency is, in summary, in the current market design
of the electricity market, nuclear energy cannot play a role in price stability. This is because the
merit order applies in the current market design (see point 2.8). Only when the market design is
adapted with substantial financial state aid, in addition to private financing, a situation of price
stabilization by nuclear energy is possible.

The EESC advises the Czech presidency to open a structured dialogue at EU level with the aim
of agreeing on a new market design for the electricity market that guarantees price stability.

Introductory notes

Prior to the Czech presidency of the Council of the EU (second half of 2022), this upcoming presidency
asked the European Economic and Social Committee to prepare an exploratory opinion on the role of
nuclear energy in the stability of EU energy prices.

The EESC is happy to comply with this request from the Czech presidency, as it offers the
opportunity to provide a factual and unambiguous description of that role.

Achieving price stability is one of the preconditions for offering electricity customers, both
businesses and consumers, certainty about their costs in the short and medium term. Stable
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power prices therefore play a crucial role for the performance of European businesses and the
creation and maintenance of employment.

Price stability is also necessary for all companies, especially small and medium-sized
companies, in order to be able to provide realistic quotations in a timely manner and to make
realistic forecasts.

In order to be able to provide the answer to the Czech presidency as factual and unambiguous as
possible, in this exploratory opinion we will not discuss other aspects that are also interesting,
but which are not important within the phrasing of the question for this exploratory opinion.
That means, first, that we do not interfere with the right of each Member State to make its own
choices about how electricity is generated in its own country. And second, that we do NOT
comment on the actual and possible advantages and disadvantages of nuclear energy.

The issue of security of supply also falls outside the scope of this exploratory opinion. This
issue deserves its own opinion. But it is of course indisputable that in the current situation with
a war in Europe in which gas and oil are used as geopolitical weapons, it is important to keep
the existing power stations operational as much as possible and flexibility should be exercised
with regard to the temporary use of fossil and low emission fuels. And as already mentioned,
the Committee recognizes the right of each Member State to make its own choices about how
electricity is generated in its own country. The Committee reiterates that it strongly supports
what the European Commission writes in its REPowerEU plan: the challenge is rapidly
reducing our dependence on Russian fossil fuels by fast forwarding the clean transition and
joining forces to achieve a more resilient energy system and a true Energy union.

Although it is tempting to also discuss the level of energy prices, we do not do that, because the
stability of the prices does not depend on the level of the price. Stability may or may not apply
at any price level.

Some technical terms are explained here:

Market design: the way in which the electricity price is determined in the market.

Marginal costs: the amount by which total costs increase if a company produces one additional product.
Spot market: a spot market is the market for the exchange of commodities, like electricity, on which
transactions are carried out for immediate payment and prompt delivery.

Merit order: the order of power plants based on the level of their marginal costs, starting with the lowest
marginal costs and ending with the highest marginal costs. So, power plants with higher marginal costs
are added until the demand is met. The order is: renewable energy, nuclear energy, coal, oil and gas. In
today's electricity market design, the last power plant from the merit order (mostly gas) sets the price with
its marginal costs.

Answer to the question

Of course, every power plant plays a role in the electricity market. For example, it is clear that
the recent failure of many of France's nuclear power stations and the consequent need to import
more electricity is reflected in the development of the price. But in this exploratory opinion we
do not look at these more or less temporary situations, but at the structural side of the way in
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which the electricity market works.

3.2  We focus on the spot market, because it mainly determines the price that consumers have to
pay. And, as mentioned, on the spot market the merit order is the market design.

3.3 The role of nuclear energy in the stability of EU energy prices depends on two variables,
namely whether it concerns old or new nuclear power plants and whether it concerns the current
market design or is it a new market design? So if you combine these variables, you get four
different situations.

3.4 In order to give the clearest possible answer, it is therefore necessary to distinguish four
different scenarios for these four different situations, namely the following:
A: existing nuclear power plants in the existing market design
B: existing nuclear power plants and a new market design
C: new nuclear power plants in the existing market design
D: new nuclear power plants and a new market design.

3.5 A: Existing nuclear power plants in the existing market design

3.5.1 In almost all Member States, electricity generated in current nuclear power plants does not and
cannot play a role in the price stability of electricity. The reason for this is the current market
design of the merit order, with the plant with the highest marginal costs as price setter (almost
always gas, even in France). There is one exception in the EU: Sweden, due to their electricity
mix (almost 60% renewables - mainly hydropower - and about 30% nuclear)*°.

3.6 B: Existing nuclear power plants and a new market design

3.6.1 |In principle, it is conceivable that nuclear power plants then have a price-stabilizing effect - for example
in a market design in which pricing is based on average costs and/ or nuclear power is out of the merit
order. However, it is questionable what such a market should look like and how it should function. But in
the UK, for example, a new model is now being implemented, namely to split the market into two
segments: dispatchable power and non-dispatchable power. The dispatchable segment (mainly gas with
residual coal and a little biomass) would follow the marginal pricing model, and the non-dispatchable
would be paid on a full cost basis (some kind of regulated return on capital in the form of a Contract for
Differences — which is where the UK has already gone with their new nuclear power station Hinkley
Point C7. This does mean that the state will have to subsidize the nuclear power stations concerned if the
electricity price in the market is lower than the agreed amount based on the regulated return on capital.

This means that such a new market design consists of two elements: a market segment in which the
previous market design (= merit order based on marginal costs) applies and a second where there are de
facto only contracts for differences. As a result, the electricity generated within the contracts for
differences has a stable price and is thus reflected in a more stable price for the consumer. But the price
for the consumer will still fluctuate, because a part of the electricity is still priced on the merit order.

16 https://sweden.se/climate/sustainability/energy-use-in-sweden

17 https://www.gov.uk/government/collections/hinkley-point-c
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3.7  C: New nuclear power plants in the existing market design

3.7.1 Nuclear power plants can have a stabilizing effect on prices if enough nuclear power plants are built so
that nuclear power plants are regularly the last power plants in the merit order. This would mean that we
would have to replace fossil power plants with nuclear power plants; so at least hundreds of new nuclear
power plants in Europe! And: yes, then it would set the price, with a price level that — see Hinkley C —
would be about twice as high as renewable electricity. However, due to marginal pricing, the inevitable
consequence would be that the new nuclear power plants would not be able to finance themselves on the
market, so they would need subsidies.

3.8  D: New nuclear power plants and a new market design

3.8.1 The nuclear power plants should be out of the merit order and under the cost (plus) system. The plus
comes from the fact that next to government financial investments, the private sector needs to get on
board to and have a fair Rol (Return on Investment), therefore the cost plus tariff. (See also point 3.5.1.)

4, Summary

4.1  The answer to the question of the Czech presidency is, in summary, in the current market design of the
electricity market, nuclear energy cannot play a role in price stability. Only when the market design is
adapted with substantial state aid, in addition to private financing, a situation of price stabilization by
nuclear energy is possible.

4.2  Therefore the EESC advises the Czech presidency to open a structured dialogue at EU level with the aim
of agreeing on a new market design for the electricity market that guarantees price stability.

Reason

In their statement of 8 September, EESC President Christa Schweng and TEN Section President Baiba
Miltovica wrote: "The EESC calls for joint European action to ensure the stability of electricity prices
and to urgently reform the energy market." And that is precisely the essence of this amendment, that
we have drawn up in order to provide a clear and honest answer to the question from the Czech
presidency.

The draft opinion TEN/776 that is on the table does not focus on the question of the Czech presidency,
namely the question of the role of nuclear energy on the stability of the electricity price, but it is an
opinion that is firstly mainly about security of supply and secondly an advertising message pro nuclear
energy. Security of supply is of course also very important, but the presidency did not ask about that.
And unfortunately the rapporteur has also included many inaccuracies and questionable points in her
opinion. We have described a selection of 20 of these points in a memorandum before the TEN section
meeting earlier this month.

We want to underline that achieving price stability is one of the preconditions for offering electricity
customers, both businesses and consumers, certainty about their costs in the short and medium term.
Stable power prices therefore play a crucial role for the performance of European businesses and the
creation and maintenance of employment.
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Therefore we prepared this amendment and we ask the Bureau of the EESC to accept it as a
counter opinion.

In this amendment we provide a clear and unambiguous answer to what this opinion should be about,
namely what is the role of nuclear energy on the stability of energy prices in the EU. We will therefore
NOT discuss the pros and cons of nuclear energy, nor the price level, because you may or may not
have stability at any price level.

It is important to understand that if you want to do something about electricity prices, it is necessary to
change the current energy price market system. A conclusion that is now expressed in many places in
Europe, up to and including Ursula von der Leyen and the Energy Council of 9 September. A
conclusion that we have repeatedly introduced in the process of this opinion.

Therefore we outlined in this amendment four scenarios to investigate in which situation of market
design nuclear energy can and in which situation nuclear energy cannot have a stabilizing effect on
energy prices. Our conclusion is that nuclear energy cannot have a stabilizing effect in two of the
scenarios, but under certain conditions it may have a stabilizing effect in the other two scenarios.

Our view was supported by the three experts who were invited by the chair and the rapporteur of the
study group to a meeting of the study group:

Prof Keppler: "Nuclear energy has no real impact on electricity prices, and neither does an increase of
10 or 20%!"

Mr Cometto (International Atomic Energy Agency, IAEA): “On the short-term nuclear has a limited
impact to lower electricity prices.”

Mr Goicea (FORATOM): "Nuclear can in theory provide stability to final power prices but it's still a
matter of market design."

Outcome of the vote:

In favour: 98
Against; 135
Abstention: 27

TEN/776 — EESC-2022-01184-00-02-AC-TRA (EN) 14/22




APPENDIX 11
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