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Catherine Bell wrote to you on 21 May reporting the approach from Esso
Chemicals about its Moss Morran.cracker project: unless Governmen

assIstance was f ing, they said that changed circumstances might
force them to cance ] .

Officials in the Departments concerned have gone over the Esso case in
great detail and at a meeting on 23 June, which my Secretary of State
chaired, the campany listed the various difficulties which it was facing.
They concentrated on four areas in which they sought Government assistance.
These were (i) exemption of ethane used from petrochemicals fram the
increased of petroleum revenue tax and the special petroleum
duty, (ii) clarification ofﬁﬁﬁ‘ﬁs‘?orpo:aﬂm's (BGC's) role

in the market and assurances that supplies of gthane additicnal to the
feedstock from the Shell/Bsso Brent field would be available to them at
prices consistent with the development of a greenfield site, (iii) some

relief on local authority rates, and (iv) ratification of the existing
contrac er SSO cals buys ethane fram Esso Petroleum.
Following consultations with the Chancellor and colleagues in Industry
and Energy, my Secretary of State again met the company on 1 July when he
indicated that the Government were prepared to consider with the company
the legiglative cha.nggs which would be required, and which could be intro-
duced in the inance Bill, in order to put sales between affiliates
of the game conpany, sSuch &s Esgo Petroleum and Esso Chemicals, on the

same footihg for taxation purposes as "arms length™ deals between wholly
separate companies. On local authority rates the company were assured

that we were aware of the anomaly in rating practice which placed petro-
chemical planfS In Scotland at a disadvantade by comparison with those in
= , .

sur e campany that ne r the Government nor
envisaged entering the market on a large scale and that, therefore, tl

was e ct of supplies being available to the petrochemical industry,
which We were keen to encourage, at prices which would be determined by

market forces, BGC's energy requirements would be limited. The one area in




which it was made clear that the Government could not give assistance,
because of the high cost involved and its wider inplications, was

Esso's request for e_){:g_ngtion from taxation of ethane used in gtrochemicals.
In outlining the assistance we were pre to give, my 6]

State stressed that in the event of the project going ahead, we would
expect UK industry to be given every opportunity to compete for the work.

The company, accompanied this time by Mr Raisman, Chairman of Shell and

Mr Whalley, Managing Director of Shell Chemicals, called again This morning.
They @Rfiowledged that the assurances given would be of considerable help
but maintained that some concession would be necessary to offset the cost
of PRT/SPD introduced since the project was first conceived. They proposed
that the basis for tgx should be the altemative price which would be
cbtainable if, in the event of the project not going ahead, the gas liquids
were sold to BGC under an existing contract. Mr Peter Rees has agreed that
the Inland Revenue would be prepﬁ to examine this and we have undertaken
to give the company a decision in principle within the week.

You will appreciate that we would regard the possibility of the cancéllation
of the Esso order with grave concern. North Sea developments and the prospects
of downstream activities have constituted an area which we have long held out
as one of considerable potential growth. Cancellation o project wo
be a serious blow ¥ also have repercussions on other
poténtial petrochemical developments, for instance those associated with the
thering pi . We shall therefore continue to consider
ways in which we t meet the company's requests and we shall be locking
urgently at their latest proposal in relation to the contract price: we very
much hope that it will prove possible to do samething on this. I will keep
you informed of developments.

I am copying this minute to John Wiggins (Treasury), Ian Ellison (DI) and to
Julian West (Department of Energy) .

Private Secretary




