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PRIME MINISTER

GUANGDONG NUCLEAR POWER ;i;TION
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You asked for Walter Marshall's views. A Y

s

{4" /) £ o~
He has made his views clear to the Departments of Industry

and Energy - Flag A is a long paper, which he describes as a

draft, produced when he heard that decisions were imminent

on approaching the French. His central point is that the fuel
——————

supply contract is the real prize. He compares it to the sale

of razor blades in the razor manufacturing industry. He and

his colleagues in the industry have seen no sign that Industry/

Energy have given serious attention to securing the fuel contract.
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He believes that if the French are now approached, even

tentatively, with the thought of splitting the nuclear and
e

conventional contracts, their position on fuel supply would be

overwhelming.

The Department of Energy have_gone a long way towards

meeting Marshall's point by redefining an approach to the French

as 9%R}oratory, and on the basis that the talks would in no way
N e —

comgmit the UK to participate in an Anglo/French package. But

the Industry/Energy argument is based essentially on the need

to pre-empt a unilateral French bid for the package, and we have

no evidence that they have accepted Marshall's view that the

fuel contract ought to be our over-riding interest. Of course,

"Marshall sees it purely in terms of our nuclear industry interest,

whilst Industry have to look at the prospects for other areas of

British industry.

You have already seen the Lord Privy Seal's letter (Flag B)
proposing "early and substantive discussions with the French'.
The Chancellor (Flag C)‘has not dissented from the idea of an

approach to the French - he is more concerned about the Chinese
;E le. Mr Howell (Flag D), as I have noted above, pressed'for the
discussions with the French to be exploratory and with options

clearly left open. Industry (Flag E) originally proposed an

approach to the French.
/There is




There is never an ideal way to second guess the French.
Marshall must be right in his assumption that we will put the

French in a very strong position on the fuel contract if we

hpw-éﬁbTSQEH them with any suggestion of dividing the nuclear

and conventional contracts between France and Britain respectively.

I doubt whether ahy“bontacts with the French can guarantee that
they will not go it alone.As things stand, I believe that your
égileagues are abbut to agree to some approach to the French,
although they are not yet decided about the basis on which to

open the discussion.

If you feel that some collective discussion is necessary
before any step is taken, this might be within the EX framework,
although it will need to happen very quickly. How would you

like to proceed?
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United Kingdom Atomic Energy Authority 11 Charles II Street

‘ London SW1Y 4QP

From the Deputy Chairman Telephcne: 01-930 5454
Dr W Marshall, CBE, FRS

STRICTLY PERSONAL 5 January 1981

Mr M Patterson
10 Downing Street
London

Dear Mr Patterson

On the telephone today you told me that the Prime Minister wanted
to have my personal views on the Guangdong project and the proposal to have
early discussions with the French. I told you that I had set out my views in
a letter and paper to Mr Manzie of the Department of Industry just before
Christmas but at the time I could not remember the date attached to them. May
I therefore inform you that my letter to Mr Manzie of the Department of Industry
was dated 18 December 1980 and the paper entitled, "The Guangdong Project' also

dated 18 December 1980 was marked '"second draft'.

I would be grateful if you would look at the letter and paper
together. In particular, I would very much regret it if you saw only the paper
and not the covering letter because the latter describes rather carefully the
circumstances and short notice at which the paper was prepared. — ————

I

Within a day or so I should have the considered reactions of the
nuclear industry to what I have written and I think it would be worthwhile our
having a word together later this week to see if their comments in any way }
change the sense of the arguments I have set out in my paper.

Yours sincerely

Wok

W Marshall




DEPARTMENT OF ENERGY
Thames House South
Millbank

London SW1P 4QJ

Tel: Direct Line: 01-211
Switchboard: 01-211 3000
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With the Compliments of
the

Secretary of State




Department of Indust

Ashdown House

123 Victoria Street
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to be, but it
been able to

in minor ways

vith Rooney. 1

have not h a chance yet jiscuss this aper with BNFL o ‘einstock. I have,

however, talked witl rd Weins *k today and he tells me that he has not been
consulted on your proposs ¢ approach the French now and therefore he has no
British Ambassador in Paris
approach to France at this point
v today to BNFL and they have
lauthorised me say 1a hey as a C.apany a also ()}th)i‘:;;{ to an approach to

——

*the French now,

at the end of your

partmentalliy, after
I We have not had time
to discuss ihe paper with peoj utsi the Departments, but the
broad sense o DU conclusic that we should ¢ pach the French
Marshall cf the
recommenda
tion. ‘einstock 1} t bee: n¢ ar therefore has no

view one way or

Ou put me in an impossible posi-
tion if this poi is noc made clearly to Ministers anc would be grateful, there-
fore, il ¥ would conf m tha a paragraph along these ines has been included
' opinions.

It is always possible that h risunderstocd them and therefore it would really

in your paper. May I =zl ask you o verify my account of other peoples

v 1 a1

be best if you consulted them directly.

\ )
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m has requested a meeting with
take my ress ure S50 Study Group to Framatome on 19th January. In my
if we : yave discussions with the French it would be much better for
to arise naturally in that kind of way, rather than as a result of an offi

delegation co Paris, but that, of course, is a decision you must make.

appreciate that this letter will set you some problems and I
rrovelling apol ies for being difficult. BHBowever, I have an
p you informe ypinions and of the opinions of other people

in the business, in so far as a stabli them, in the brief time you have
given me. I would have mucl to have consulted all the organisations
carefully on the attached paper and given you our collective judgement on the
matter. I am also very conscious that my consultations with them today have
been on the basis of the brief telej nessage .you were good enough to give
me yesterday. None of us have seen your submission and, therefore, we are unable
to judge he force of the a that we should approach the French now. It
_is a great pity that you are ged 1 take action without yourself first care-

fully : i
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PS I have marked this letter "First Draft" because I amy have inadvertently
-
i &

ore I want

misrepresented the views of the people I have talked to and there
£

to give them all a chance to comment before finalising jt. That is unsatisfactory

but it is the only thing I can do at 24 hours notice.
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technical content of the project

1 which divides work under the headings

"eivil work", "architect/engineer' and

’

is further sub—divided into N
.‘-""'-—\—-._—

The fuel supply is further sul




fhe first core, reload fuel for the first 10 yéars and reload fuel for the

;-"'fo,uowing 20 years. Against each heading I have given a rough estimate of the
,"J value of the work in two columns; first the value of the work to t-,he western
contractor and the secund the value of the work which necessarily nust be per-
formed inside China. The right hand side of the Table shows the possible
suppliers of each iten. This list of possible suppliers is not, of course, ©t aUS-
tive. Thus, for exanple, as possible architect/engineers I have listed only
Electricite de France, NNC, Bechtelanda consortium of NNC plus Bechtel. An
exhaustive list would, of course, add KWU, Stone and Welster, Gibbs and Hill etc.
A more detailed breakdown of the equipment and its value is shown in

Table 2 where against each item of equipmente there is Shox:'n the possible French
supplier, the possible UK supplier and an indicrl@ion is also given of those com-

ponents which can be supplied by Westinghouse directly.

The joint utilities CLP and KEC have already decided that they will

not place a couplete turnkey contract for the entire station and neither will they

1

‘adopt an_".*‘unerican" style of operation of appointing an architect/engincer and
leaving it to )Sim to place a large number of individual emall contracts on other
campanies. Rouzhly speaking, therefore, we can assume that the project will be
divided up into sorething like this set of packages. A key issue is wvhether the

project will place a contract for the nuclear island as a whole or just for LI;e

_NSSS. From the presentations which the reactor vendors made in Guangdong, we

note that Framatome and KWU would prefer to have a contract for the nuclear

island as a whole whereas Westinghouse v.‘ou&d prefer to have a contract for the
NSSS alone. It is also important to consider hot far the civil work can or should
be separated fromthe provision of other plant but that is a matter to which I
have not yvet given any thought. '

The NSSS nust be manufactured in special purpose factorics in the USA,
Yrance, Germmany, Italy or Japan but at the level of this discussion we nay

assume that all NSSS supplies are technically cquivalent.

The balance of nuclear plant consists of eonventional hardware such
as small d ancter pipes (about 20 milesof it), water tanks of varicus Lypes

and EOCS purps. In contrast to the NSSS, there is nothing special about this




is a matter

Wea v 1T 1 - Y : =i T 1 .
L },.-i\". = TATICE 1l CAlLI] LSe LO i'i'l.*i"_]\'f.f th

on time

ould not wat
different
would reflect n their domestic decisions)., This is

me informally and immation of this, Framatome have told Kadoorie

that if they had the contract fo he nuclea they 11d enploy Bechtel
their architect/engin Ve these views should be treated with

caution; I the French get 2 business they will ly think this out again

|
l

aecide 1 5 1 L have a Fri h archit z er because of the key and

central role an architect/enginee ys In g lear project.

NNC standing alone is n a credible :u'r__-hst!tfr-;;l:_;fnf er because of
their inexperien vith PWRs Joviously Bechtel standing alone is a credible
architect/engineer. Bechtel and NNC working in a joint venture would have the
advantage of using an experienced architect/engineer (Bechtel) with an input

r

fran NNC about the ecapabi ity f British manufacturers.

The value of the fuel cont racts are substantial. We surel y mast try
) p
to secure those.




guidel ines?

is entirely neg
iestion may e be ignored. In my opinion all
ns which are likely be off this project are sufficiently

and there is no significant difference between them from this point of view.
Roth of these points are, however, a statement of-my personal opinion, both

anti-nuclear groups which are active thr

reneral public in most countries

are afraid of nuclear power. . is therefore worth asking the third question which

is both narrower and more

Joint project

not meet the

——

a more extreane

statement than was justified by the facts but he nevertheless felt as a matter

o

of principle he must argue JK guidelines safet That decision, which he

——e N

has held to consistently (until very recently) has guided much of my thinking on

this project.

If the reactor is to be built to UK safety guidelines then, in my
S e e

judganent, it is easier to accept a KWU reactor or a Westinghouse reactor than a

Framatome reactor. I always anticipated some difficulties in reconciling

e

Kadoorie's position on safety standards and the possibility of a French nuclear
island. That difficulty has recently been enhanced. NNC has nearly finished its

1

design consideration of the PWR to be built in the UK and the safety provisions

are substantially different from PYRs which have been buiit in the past. All the

changes lie in the BONP. The NNC design has been reviewed by Westi

>

have indicated that they will be obliged to build similar reactors in the USA in

order to recapture public confidence after Three Mile Island. This last point
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island. acknowledge that

ed to finance the project 90% by loans 10% by
S0p by loan:

ie 6% of the money, would be provided by

ie 4% of the expenditure,

from outs > China The {)1‘1'1_311'1;11 intention was that 4% would

be provided by CIP. When Kadoorie decided not to do this - presumably for fear
of nationalisation. - the Chinese were bitterly disappointed and clearly upset.
However hey appear to have accepted the idea that there should be set up a

Dong Kong Nuclear Investment Company (HKNIC) which would provide 4% of the money

o
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is attractive to us.
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which is strange to me is

voling rights should be

y only buy 10% of the HKNIC shares.
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contribution,

I am surprised

mtribute to HENIC in these c:

1wt want to do so.

hat I would recomend the British
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ircunstance
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with evervthing provided from the UK except

internal Chinese affairs.
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his moment

oy give higl

merican option to be
but because a UK/
s my opinion that

ammitted either

Both Sir Lawrence Kadoorie * Sydney Gordon appear now to have
ir minds that it would be get a nuclear island from France.
ssed doubt whether GEC can be the chosen supplier of
the turbines, can see that this point of view might well be in the best
conmmercial interests of CIP. However, in my opinion, it is not in the best
*ial interests of the UK to concede a nuclear island Lo France, and to
ter decision process (which Kadoorie has
ecmns to me most unwise., 1 have explained to Kadoorie that a

French nuclear island could not easily be reconciled to British safety guidelines.

He has replied that in that circumstance he is now prepared to abandon the latter.

French Attitudes

I am sure the French would best prefer to get a complete turnkey con-

o

tract. I think they may well have made that offer for South China as well as

Shanghai, but if so I think the Chinese have rejected it, either because it

would be unrealistic to exclude the British altogether or because it was pramature.
As a fallback position the French would like to provide the nuclear island and
concede the conventional plant to us. They have indicated therefore that they

would be willing Lo agree with us a plan in which they provide the nuclear island




of responsibilities would be very suitable for the China project.
tion would be ewvs were to persuade the joint ntilities to

po for 4-loop plan 3-loop plants. *
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-contrac
Bechtiel to
Call assess

following

onveni

hidt + /o
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arcnitect /cil

first

$2737.6

e the alternative of offering the nuclear island to the

French then, for obvious technical reasons, this will be a French led project.

The French will argue, and will succeed in arguing, that BNFL should have only

a reserve position in the supply of fuel and they will therefore get the entire

fuel contrac We would therefore, at best, get the conventional equipment.

*h has been displayed by the Chinese and

French reputation for being diffi-
is a very fair chance that that will slip
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s a doubtful figure of $3




keep both on thi

will inhibit

policy only ma

tion position will che
pened.  All the

that US

the new Presi

ment is that nent on

administr

will also have China higl its priority list and I therefore think there is

iculties on this project can be rapidly

e 1
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resolved, joint British/American affair.

French

also my opinion tha if we make an immediate de 16 Frel new

et the inmediate sympathy of the new administration and will

Westinghouse will g

1 -n

informal discussions with the Chinese to capture t

For these reasons I would recommend that NNC should make an immediate

]
' agrecment with Bechtel- that whatever happens they will find a way of working

-
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together on this China project. We should then tell both Framatome and

Westinghouse that we will be willing to work with either of than in either a
| UK/Framatone or a UK/Westinghouse package and that the decision between those

le two options will be a political one made by the Chinese, If it is assunx d that
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Breale—down of the Proposed Nuclear Power Plants in Cuangdong into Principal Ttems of Ecuirment and Design, Construction and Management Tasks

with Cost Estimates and Possible Contractors
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Water Storage Tank (RWST) is moved inside the ) ocated in the
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