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PRIME MINISTER 


O f f s h o r e S u p p l i e s I n t e r e s t R e l i e f Grant Scheme 


1. You w i l l r e c a l l t h a t at the M i n i s t e r i a l Committee on 
Economic S t r a t e g y on 1 June (E(79)2nd Meeting, Item 6) we 
d e c i d e d i n response t o the Commission's D e c i s i o n on 2 May 
r e q u i r i n g us t o a b o l i s h the O f f s h o r e S u p p l i e s I n t e r e s t R e l i e f 
Grants Scheme w i t h i n two months t o phase out the Scheme over a 3. 
r e a s o n a b l e p e r i o d , which was s u b s e q u e n t l y d e c i d e d would be n i n e Cp****" 
months e x p i r i n g on 31 March 1980, w i t h a three-months grace p e r i o d 
t h e r e a f t e r f o r the r e g i s t r a t i o n o f c o n t r a c t s a f t e r they have 
been p l a c e d . T h i s was announced on 2 J u l y and communicated t o 
the Commission on the same day. 

2. The Commission have, however, not been w i l l i n g t o accept t h a t 

the p h a s i n g out o f the Scheme ove r n i n e months i s c o m p a t i b l e w i t h 

the terms o f t h e i r 2 May D e c i s i o n . The A t t o r n e y - G e n e r a l now 

a d v i s e s (a copy of h i s l e t t e r o f 31 August i s e n c l o s e d ) t h a t the 

Commission's D e c i s i o n p r o b a b l y has d i r e c t e f f e c t i n UK law so 

t h a t any payments we made a f t e r 2 J u l y c o u l d be h e l d t o be i l l e g a l . 

L i t i g a t i o n c o u l d be i n i t i a t e d i n the UK C o u r t s by any a g g r i e v e d 

p a r t y . There c o u l d a l s o be d i f f i c u l t i e s w i t h the P u b l i c Accounts 

Committee. The Commission i s due t o meet again l a t e r t h i s month 

and w i l l almost c e r t a i n l y d e c i d e t o take us t o the European 

Court. They might not do so i f we were w i l l i n g t o change the 

Scheme t o pay grant on components from o t h e r EEC c o u n t r i e s , but 

t h i s i s u n a c c e p t a b l e on c o s t / b e n e f i t grounds. I t i s the c o n s i d e r e d 

l e g a l view we have no p r o s p e c t of w i n n i n g our case i  f the m a t t e r 

goes to the Court. 


3. The Sub-Committee on European Q u e s t i o n s of the Defence and 

Overseas P o l i c y Committee met on 4 September to c o n s i d e r how we 

s h o u l d r e a c t t o t h i s s i t u a t i o n . We d e c i d e d , d e s p i t e the weakness 

of our l e g a l p o s i t i o n , to make one f u r t h e r attempt to persuade the 

Commission t o be accommodating. S i r Donald M a i t l a n d i s b e i n g 

i n s t r u c t e d t o e x p l o r e w i t h Roy J e n k i n s whether i  f we o f f e r e d t o 

abandon the three-month grace p e r i o d the Commission might be 
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w i l l i n g t o vary the terms of t h e i r e a r l i e r D e c i s i o n o r at l e a s t 

to i n t e r p r e t t h e i r e a r l i e r D e c i s i o n as c o m p a t i b l e w i t h the n i n e 
month p h a s i n g out p e r i o d . I f the a d v i c e i s t h a t t h i s would not 

be a c c e p t a b l e t o the Commission and t h a t they would i n t e n d t o 

take us t o C o u r t , we see no a l t e r n a t i v e but t o b r i n g the Scheme 

to an end f o r t h w i t h . T h i s would not be w e l l r e c e i v e d by the 

i n d u s t r y and would o b v i o u s l y c o n f l i c t w i t h our e a r l i e r wish not 

to l e t i t appear t h a t the Government's hand was b e i n g f o r c e d by 

the Commission. But the l e g a l p o s i t i o n l e a v e s us no c h o i c e 

and t h e r e would be no v i r t u e , e s p e c i a l l y when we want the 

Commission's h e l p on the budget i s s u e , i n u n n e c e s s a r i l y antago

n i s i n g them by f l o u t i n g what they a p p a r e n t l y f e e l i s t h e i r duty 

under the T r e a t y . In view of the l e g a l u n c e r t a i n t y the S e c r e t a r y 

of S t a t e f o r Energy has a l r e a d y warned the o i  l companies and no 

c l a i m s f o r grant have been a d m i t t e d s i n c e 2 J u l y , so i  t w i l l 

not come as a s u r p r i s e t o them. 


4. I am s e n d i n g c o p i e s o f t h i s minute t o the members o f 

OD(E), the S e c r e t a r y of S t a t e f o r Energy and t o S i r John Hunt. 


(CARRINGTON) 


F o r e i g n and Commonwealth O f f i c e 

7 September 1979 
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OFFSHORE SUPPLIES INTEREST RELIEF GRANT SCHEME 


The P r i m s M i n i s t e r has s e e n t h e F o r e i g n and Commonwealth 

S e c r e t a r y ' s minute of 7 September on t h i s s u b j e c t . 


The Prime M i n i s t e r has asked why t h e A t t o r n e y G e n e r a l ' s 

a d v i c e was n o t a v a i l a b l e b e f o r e t h e meeting o f t h e M i n i s t e r i a l 

Committee on Economic S t r a t e g y on 1 June. She h a s a l s o a s k e d 

f o r more background t o t h e f i r s t s u b-paragraph o f t h e A t t o r n e y 
G e n e r a l ' s a d v i c e : does i  t mean t h a t HUG c o u l d have c h a l l e n g e d 

the d e c i s i o n at some p o i n t ? F i n a l l y , t h e P r i m e M i n i s t e r has 

asked f o r a d v i c e as t o the c o u r s e we s h o u l d f o l l o w i n o r d e r t o 

b r i n g v e r y g r e a t p r e s s u r e t o b e a r on t h e Commission i n o r d e r t o 

get them t o vary the terms o f t h e i r e a r l i e r d e c i s i o n o r t o 

i n t e r p r e t i t i n a more h e l p f u l way. 


I am s e n d i n g c o p i e s o f t h i s l e t t e r to t h e P r i v a t e S e c r e t a r i e s 

t o the members o f 0D(E), B i l  l Burroughs (Department o f E n e r g y ) 

and t o M a r t i n V i l e ( C a b i n e t O f f i c e ) . 


M. O'D. B. ALEXANDER 


G. G. H. Vi'ulden Esq 

F o r e i g n and Co.cnonwealth O f f i c e . 





