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1 February 2017 

 

In justifying their decision to no longer support further enquiry into the nuclear fuel cycle in 

South Australia, the leadership of the state Liberal Party has asserted that to do so will cost 

South Australian taxpayers $600 million to $1 billion in order for a decision to be made on a 

potential project. Bright New World undertook a review of the economic evidence presented to 

date to determine the basis of this assertion and whether it has a strong basis of evidence.  

Summary conclusion 
Based on this review of the evidence presented, the statements made from the South Australian 

Liberal leadership that proceeding with further investigations will cost the South Australian 

taxpayer $600 million to $1 billion appear to be i) unsupported ii) potentially misleading based 

on evidence relating to the likely next steps required to gain certainty in critical areas iii) applying 

upper-end figures with no analytical basis. The statement appears to have applied evidence 

from several sources in a highly partial manner, disregarding crucial mitigating evidence from 

these same sources. The statement appears to disregard the findings of the Royal Commission 

altogether. All evidence in question was either in the public domain or provided directly to Hon. 

Rob Lucas, a member of the Joint Committee on Findings of the Nuclear Fuel Cycle Royal 

Commission prior to the statements made by the Liberal Party leadership. This gives the 

appearance that economic evidence has been used to back-fill a political position that was 

determined by other means, rather than the economic evidence being used to inform the 

leadership position. 

Four independent sources of evidence refuted this assertion on similar grounds. The refutations 

were clear, direct and unmistakable. The refutations were documented in Hansard transcripts 

or in publicly available reports. The refutations were made by: 

1. The Nuclear Fuel Cycle Royal Commission Report.  

2. Testimony of Dr Tim Johnson (Jacobs Consulting) to the Joint Committee on Findings 

of the Nuclear Fuel Cycle Royal Commission. 

3. Testimony of Mr Jim Voss (University College London, Australia) to the Joint 

Committee on Findings of the Nuclear Fuel Cycle Royal Commission. 

4. The report of Nuclear Economic Consulting Group Joint Committee on Findings of the 

Nuclear Fuel Cycle Royal Commission. 
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1. What is the origin of the statement? 
 

I found several sources for these claims from the Liberal leadership. 

Stephen Marshall quoted in ABC News, November 11 2016 [1]: 

"What we know from the investigation here in South Australia was taxpayers were 

going to have to foot a bill of maybe $600–800 million before a decision on this 

project was ever even made." 

Stephen Marshall quoted in media release, 15 November 2016 [2] 

“It will be a choice between a Labor Premier willing to waste $600 million in the hope 

of importing dangerous radioactive waste from other countries and a Liberal Premier 

who knows that money would be better spent on the industries of the future. 

In response from Steven Marshall, 16 December 2016, to an open letter (8 December 2016), 

provided to me by a recipient: 

“After the Royal Commission, evidence given to a Parliamentary Committee showed it 

may cost taxpayers at least $600 million and as much as $1 billion just to 

continue the community consultation and the engineering and other studies 

needed to identify a waste management site” 
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2. What is the origin of the figures $600 million, $800 million and $1 billion? 
 

The figure of $600 million originated in response to questions on notice, in which figure of $571 

million ($300 million to $600 million) is cited “depending on the timing of the decision to proceed 

in year 6” [3]. This figure of $600 million is subsequently confirmed in review by Nuclear 

Economics Consulting Group [4] as correct on the basis of the current modelling.  

I cannot trace the upper-end figure of $800 million.  

The figure of $1 billion was introduced into evidence by Hon. Rob Lucas in discussion with Mr 

James Voss (University College London, Australia) (Wednesday 19 October 2016) on the basis 

of the informed opinion of Mr Voss [3]: 

The Hon. R.I. LUCAS: In relation to what I refer to as the up-front cost, the amount 

South Australia would have to spend before it made a final decision as to whether to 

go ahead or not, before we get prepayments or anything like that, when we met in the 

States I outlined to you that the commission had received advice—and so had this 

committee—that the up-front cost, before we would make a decision, might be as high 

as $300 million to $600 million. Your initial response at that stage was that you 

thought it might possibly be up to $1 billion. On reflection, and now giving us 

evidence whereas we were just having a discussion in the States, do you still stand by 

that? Do you think that the up-front cost for us might be as high as $1 billion before we 

make a decision as to whether or not we go ahead? We might talk about how we might 

fund that, and you had some views on that, but at this stage I am just interested in 

whether you still think it might be as high as $1 billion that we might have to spend 

before we make a decision as to whether we would go ahead or not (emphasis added). 
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3. Do the quoted figures relate to a single commitment of expenditure? Is this 

expenditure expected to be borne by the South Australian taxpayer? 
 

Based on the evidence I have reviewed, at no time were these figures presented as a) 

necessary total expenditure from a single decision b) a properly scoped and considered 

actionable plan of investigation c) that this expenditure must be borne by the South Australian 

taxpayer. The opposite is the case. 

After the figure of $1 billion was introduced by The Hon. R.I. LUCAS (Wednesday 19 October 

2016), Mr Voss immediately sought to clarify that South Australia may not need to fund this 

study themselves but could seek external assistance [3]: 

Mr VOSS: I am going to disagree with the wording, not with the numbers, so let me put 

the wording out there. I would first say that getting through what I described as those 

two phases could very well be $1 billion. I do not believe that it is necessary for 

South Australia to consider that they would finance that up-front. I believe that, 

in fact, the discussions with customer countries would be a progressive set of 

discussions (emphasis added). 

Dr Johnson clarified the preliminary nature of these figures and the opportunity to defer 

expenditure (response to questions on notice found in [3], 5 July 2016). 

I would anticipate expenditure in years one to three of another 40 million as a 

minimum…However there is very little detail behind these numbers as we were looking 

at the project costings as a whole and not examining the upfront costs specifically. 

There may therefore be opportunity to defer some expenditure until after the decision 

to proceed. This would require a further evaluation.   

These principles were understood by The Hon. R.I. LUCAS who led the line of questioning [3]: 

The Hon. R.I. LUCAS: So whatever that number is, $100 million plus. But in essence, 

what you are saying to the committee is, the South Australian government and 

parliament have to make a decision to expend $100 million, or whatever it might be, in 

the period leading up to year six, prior to making a decision. At that stage, nothing is 

locked in; you have to take that punt, you have to spend that money without anything 

definitely going ahead, and it may well be at year six that the decision is that you can't 

go ahead, because you don't get the approvals, you don't get the pre-contracts, all 
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those sorts of things. So the committee needs to be aware that whatever this number 

is, $100 million, needs to be expended, and in essence it is the judgement that the 

parliament and the government have to take: are we prepared to take the punt on $100 

million, or whatever that number is, upfront, bearing in in mind, in six years' time, 

approximately, you will make a decision as to whether or not you can actually go ahead 

with this or not. If you don't go ahead with the $100 million, is that a sunk cost?  

Dr JOHNSON: Yes, exactly that. But you don't have to make that decision in one go; 

you can do it as a series of decisions over the next—you could make a decision to carry 

on, after the citizens' juries, and so on— 

The Hon. R.I. LUCAS: In other words, you might spend $20 million—  

Dr JOHNSON: Exactly.  

The Hon. R.I. LUCAS: —and after a year decide that this is all too hard, and cut your 

losses at that stage. But on the program schedule, which you have outlined to us, you 

expend the $100 million, or whatever it is, you get to year six, and that is when you 

take the critical decision, at that stage.  

Dr JOHNSON: Exactly. 

When he returned to give more testimony, Dr Johnson went to further lengths to reinforce that 

the numbers to hand were preliminary (Wednesday 26 October) [3]: 

Dr JOHNSON: Those costs, which are purely costs in a spreadsheet—there is no 

thinking, there's no great science behind them—are the ones that I put in this letter. 

I would caution you that it wasn't something that we evaluated in any detail. It is 

something which we knew had to be done but we felt had to be done later because the 

costs and the phasing of the costs were very dependent on the precise model taken 

for the development. These costs shouldn't be used as an example of what might 

happen, they are purely indicative from our modelling (emphasis added). 

The issue of cost-sharing was discussed further directly with the The Hon. R.I. LUCAS and The 

Hon. T.R. KENYON: 

The Hon. R.I. LUCAS: But ultimately a decision has to be made and one of the aspects 

of that decision will be how much money we are potentially prepared to lose, as a state, 

before we decide to go ahead or not go ahead. 
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Dr JOHNSON: I completely agree with you, and I see that as a very important next 

stage bit of work, but not a piece of work we did. It's a piece of work we would be very 

happy to be commissioned to do, but we haven't been asked to do it. Someone 

needs to do it. 

1226 The Hon. T.R. KENYON: Do you mean sitting down and mapping out exactly 

what the steps are and what the costs of those steps would be?  

Dr JOHNSON: That's half of it, but what the steps are and what the costs of those steps 

would be and also, as Mr Lucas said, what the potential is for bringing in other 

people to share those costs. I think there is certainly experience elsewhere (but I 

haven't got detail of it), but you can bring in other parties if they have an interest in the 

success of the project, and I'm sure you can bring some people in to take some risk. It 

is not something we evaluated, but I agree completely— something needs to be 

done…My estimation would be that it would be a matter of a few months to do 

that work. (emphasis added) 

Mr Voss’s testimony was similarly clear that these processes would be progressive and 

international cooperation and funding could be expected 

The Hon. R.I. LUCAS: Just to clarify it, at that stage the state of South Australia might 

have spent whatever amount of money (maybe it is up to $1 billion or maybe it is less) 

but we could still say, 'Look, we've done all this work and we've spent all this money 

but we have now decided not to proceed.' At that stage, to use your last colloquial 

expression, we're not pregnant in terms of the fuel cycle. We could still make a decision 

at that stage, 'Okay, we think this is all too hard now and we're not going to proceed, 

that's the end of it.' That is as I understand your evidence, your discussion with us 

previously, and you are sort of confirming that now. My understanding from our 

previous discussion is that you think some governments—or some of the stakeholders, 

I guess it does not have to be a government— might be prepared, à la the Pangea 

model, to, in essence, take the risk with the state of South Australia. That is, clearly 

British Nuclear Fuels and the Swiss entity invested and lost money and nothing ever 

proceeded. Is it still your view that there might be governments prepared to take that 

same risk; that is, it is not a prepayment on a condition that they are definitely going to 

be able to bury their waste here, because at that stage we have not made the final 
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decision? Do you think there are still governments prepared to put their money up, 

taking the risk that eventually the state of South Australia might back away and those 

governments would lose their money as well?  

Mr VOSS: Absolutely. (emphasis added)  

The Hon. R.I. LUCAS: À la the Pangea model?  

Mr VOSS: I understand how you're making that connection. I would say, as it relates 

to the Swiss, yes, that's right. With my discussions in the countries I've just mentioned, 

that's been their tone. They understand work has to be done to verify certain things 

and they are willing to put money in. That money that they are putting in, they 

would want to have applied at a subsequent date to a contract, should the 

process move forward. (emphasis added) 

The final report of the Royal Commission is similarly clear on these expectations (finding 86, 

page 103)  

Through pre-commitment from client countries, the state would not need to assume 

significant commercial risks in incurring capital costs to develop the project [5]. 
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4. What did the peer-review reveal? 
The Liberal Party leadership has also referred to the work by Nuclear Economics Consulting 

Group [4] who undertook professional peer review of the Jacobs MCM economics study. 

This review states that committed expenditure of $600 million or more is neither necessary nor 

advisable, recommending instead: 

“more nuanced, incremental and detailed approach to Project initial activities should be 

developed, in line with established practice in comparable major undertakings 

internationally…Such an approach would involve a series of Project “decision 

gates” that must be passed before additional commitments are made. Focusing 

near-term activity and expenditures on resolving important issues early (i.e., 

successfully passing the decision gates for these issues) will allow better management 

of the Project assessment and development process…A priority is placed on Project 

issues that (a) are essential for Project feasibility and (b) that could be 

investigated at relatively low cost (emphasis added) [4] (pp. 38-39). 

The report further states: 

“Focusing on these mission-critical steps before undertaking relatively expensive 

studies of costs, sites and licensing, will identify any potentially fatal flaws or significant 

deficiencies in the Project concept before spending significant amounts of money” [4] 

(pp 39). 

The report infers that next steps may begin at <1% of the total investment which can be 

confidently ascribed as <$5 million. Certain “mission critical” information is likely available at a 

small fraction of that sum [4] (pp 39). 

As such, this report firmly repudiates the major concern raised by the state Liberal Party 

leadership that it will take “$600 million to $1 billion just to continue the community consultation 

and the engineering and other studies needed to identify a waste management site”. This report 

is consistent with the findings of the Royal Commission on this point, as well as the testimony 

of Dr Johnson and Mr Voss. 

The report highlights potential upside uncertainty that was not accounted for in the scoping 

level work undertaken to date including: 
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 Unmodelled economic benefits, stating “The commercial model… does not include 

the economic impact of potential benefits to the State of South Australia arising from 

employment at the facilities and from personal and corporate taxes”. [4] (pp. 15). 

 Potential market growth via a “pull” effect of the availability of a facility, stating 

“the Jacobs MCM Report may be underestimating the growth of new nuclear power 

projects… In some instances, having a viable multinational repository (e.g. the Project) 

available may increase the potential for new reactor projects…It may be useful to 

develop a high growth case that reflects more favorable outcomes for new nuclear 

power plants” [4] (pp 23). 

I highlight the above points to emphasise that the findings of that review should be taken as a 

whole and weighted evenly, both downside and upside uncertainty. The Liberal party leadership 

has referred only to downside uncertainty. 

As with the evidence of Mr Voss and Dr Johnson, the work of Nuclear Economics Consulting 

Group [4] appears to have be carefully applied to inform the current position of the Liberal Party 

leadership to emphasis cost and risk, rather than an impartial manner to understand the 

potential path forward. 

The two lead conclusions from this report support next-step investigation, namely that the work 

undertaken to date: 

 Provides a useful indication that the Project, a radioactive waste storage and disposal 

business in South Australia, could be profitable under certain conditions and 

assumptions; and  

 Is an acceptable starting point for further detailed, in-depth analysis [4] (pp 11-12) 
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5. Conclusions 
 

Based on this review of the evidence presented, the statements made from the South Australian 

Liberal leadership that proceeding with further investigations will cost the South Australian 

taxpayer $600 million to $1 billion appear to be i) unsupported ii) potentially misleading based 

on evidence relating to the likely next steps required to gain certainty in critical areas iii) applying 

upper-end figures with no analytical basis.  

Furthermore, a complete reading of the available evidence supports the opposite conclusion, 

that further expenditure: 

 Must be determined through development of a clear plan of action.  

 Will be staged and progressive. 

 Could be funded in part or fully by potential future customers. 

The evidence of Mr Voss and Dr Johnson, given directly to the Hon. R.I. LUCAS appears to 

have been applied in a highly partial manner, emphasizing only cost and risk, and ignoring the 

obvious efforts of these witnesses to explain how cost and risk could be effectively managed in 

South Australia’s favour. The evidence of the Royal Commission itself appears to have been 

disregarded. The evidence of Nuclear Economics Consulting Group directly and clearly 

repudiates the position of the Liberal Party leadership. 

 
PREPARED BY 
Ben Heard 

Executive Director, Bright New World 

MCESM (Monash); Doctoral Candidate (University of Adelaide)  
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