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0 THE CENTRAL ELECTRICITY GENERATING BOARD
THE EVENT OF A MINERS' STRIKE

Note by irman of the Official Group on Coal

Te attached report by i cial Group on Coal about oil supplies to

POwer stations during a min€r trike is circulated for the information of

| the Ministerial Group. The report has been in preparation for some time
’ Ad thus does not closely reflect the events of the past week or the possible

i .
| Minence of decisions on increasing oilburn.

il in the CEGB's plans.

Th .
®Y advise that available fuel supplies er stations provide in excess

d up to the maximum over

-I- 2.
| The report explains the part playe
of
6 Months! endurance, provided oilburn i
W

4
¥eeks and 0il supply then remains unconstr The reasons for

hagj -
j ’ 4Sing any move to maximum burn are explained

: @agraph 4,5 in the
"M0ary and Conclusions and paragraphs 2,7 = 2,1 »e main text. They

are

| » While maintaining 6 months® endurance, to allow the CEGB and oil
Sl Com .
) I Panies to make the necessary logistical and production arrangements in

an
°rder1y manner and with a minimum of perturbation in the market.

3. | .
ﬁ The pPossible means in paragraph 4.7 iii. of reducing th

of ;
> 'Ncreased oilburn are already being pursued by the Departm
th the CEGB, The CEGB have in hand the short-term measures d

Parg
€raph 3,2 on stocks and 0il purchases and are in discusssion

t effect
Energy

SuUnM ] <
PPliers of the further additional oil necessary to achieve and su

Maxj
um burn, although they will not be willing because of the financ

Impls oo |
P lcationsg to go further without further guidance.
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ents which led to a loss or curtailment of supplies from the Gulf i
et and woul

The CEGB

$
%

req

early have an important effect on the international mark

esent plans for oilburn to be reconsidered urgently.
estim »t endurance of a miners! strike without additional oilburn
would still be 4 months.,

- o e
5. It is clear that oilburn will be a matter for early decision py tb

. g wills
Ministerial Gro the CEGB if the industrial action continued. ! ence?
of course, be ne to take more fully into account then the °°ngequreport1
the

ces and customers! bills (paragraph 2.3 40

‘ A Signed P L GREGSON

of oilburn for CEG

Cabinet Office

%
15 March 1984 49
2 et
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IN THE EVENT OF A MINERS' STRIKE

@ OIL SUPPLIES TO THE CENTRAL ELECTRICITY GENERATING BOARD
d ::

L. UCTION
I TheP&cHlevement of maximum oilburn at Central Electricity Generating

Boa . . . ] h
rd (CEGB) power stations throughout a miners' strike is assumed in present
P

est. . » 4 ¢
lmates of endurance. The Official Group on Coal was commissioned to

Ivestigate where

ble might arise in the move to maximum oilburn and what
iCtion might be t
dchieveq,

advance to make sure that the necessary oilburn was

This rep s been prepared following consultation with the CEGB.

1.2

The 0il burned in ired power stations is heavy fuel oil (HFO). The

CEcRr! . .

GB's winter oil consumpt ies between 40,000 and 90,000 tonnes per week
a

i dverages 60,000 tonnes p
c ’

Plsumption to about 350,000 tdfffie

to . !
Maximum oilburn depends on their stocks of HFO, the distribution of stocks

. Maximum oilburn would increase this weekly

The ability of the CEGB to move rapidly

in re 4 . . . # . . ”
lation to consumption and lead-times for obtaining additional supplies to

suSt 1 . . . . g

41n oilburn at maximum. Section I his paper reviews CEGB stocks,
arra -

flgements for resupply, likely marke

HFO
a . . . . .
nd the timing of the move to maximum n. Section III examines the

ts of increased UK demand for

the report and the Group's

D

SCope . -
P€ for further action. Section IV summa
fecommendationg |

$
%9
D
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0 TION II. THE PRESENT POSITION

required to meet winter demand. Refinery output has changed and som€
ction

have closed. In the event of an increase of the order described in Se

in the demand of GB for HFO, their suppliers would have tO adjust wmﬂd

an
draw upon their international supply gystems
g the suppli€®
be

production, would n -

ifficulties to overcome in gettin

were needed. It would not, therefor€s

also have some logist

the power stations wher®

e immediately supplies suffic

o

2.2 0Oil-fired power stations fall into two groups. Just under half

straightforward to make a

maximum oilburn.

0il Sugglies to Power Stations

of
quley &

e v
for by stations at Incés
: oui:P“"t

The

m linked refineries.

The companies expect therefore to draw on thei rnational sup

or the spot market. The CEGB would expect to e to commitme
three-week lead-time for ordering. Just over hal
oilburn is accounted for by large stations in the So
supplied from the spot market. O0il to keep these stations at max
should be available given an ordering time of 4-6 weeks. In both €

ordering times represent a forward commitment which would be 13

beyond the end of any emergency due to a miners' strike and

cost implications for the CEGB.

e Gross costs of oil purchase by the CEGB might be about £50 mi

week once the position had stabilised following the beginning of a ™

aragraph 2.

strike, assuming an HFO price of about $200 per tonne (see p 58l
c

. L L - on
On these assumptions the net costs, taking into account the saving
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d be about £20 million a week. If this were allowed to feed thréugh the
fuel price adjustment mechanism of the CEGB's bulk supply tariff,
electricity prices to monthly-billed industrial and large commercial
would increase by about 15 per cent. Quarterly-billed consumers,
other commercial, would experience no immediate increase though
ricity Boards would carry additional costs of £11 million a week
above budget (equivalent to about 10 per cent of revenue from quarterly-billed
Consumers) which they might have to recover, depending on the Government's

Vie : . ] .
Wy when tariffs were next adjusted. It might be possible to spread the

e
Xtra cost of 0il

dspute; thig woul

ver a longer period than that of the period of the

n the immediate impact on industrial consumers. It
Migh _ _
80t of courge be p to avoid passing on all or part of the extra costs

if
the Government wish

e
lax the ESI's financial

educe 'the impact on consumers and were willing to
that o | t and EFL. Against this, it could be argued
. €re 1s no reason why ers should not pay for costs incurred in
f:l::aining their supplies; a ary supplement of 10-15 per cent is likely
S€eén as preferable to disconnections.

Stocks

2.4

At the beginning of a miners' st e CEGB would expect to be holding

°f over 1 million tonnes. In prin this is roughly three weeks'

di WPtion at maximum oilburn. But in pra celthe stocks are not evenly
1strq . , :

e buted in relation to maximum demand. ¢ tions hold more than three
€ks' . ; : : : :

: Stocks, while others hold considerably 1 18 uneven distribution

h
18 3
Hlustrated in Table 1. @’

Source of Supply Normal Winter Max imum Usable

Deliveries* Consumptio stocks¥**

\
Ince .
Fawley Refinery - 35

Refiner 20 70
S Refinery 10-20 70 1
g R?giOn

Ationg

t
Spot market - 190 800 @’
%

Th
Ousand tonnes per week.
ThouSand tonnes

3
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- : . . § to take
For maximum oilburn to be achieved rapidly, it might be necessary

ph 2.2+

given the lead-times for resupply described above in paragra
| gations

might involve recourse to the spot market to fuel power s .

. - : . Ay . ensiv
usuall ied from linked refineries: that might be particularly exp .
e ab rup

ied the initial price reaction of the spot market tO th
111tYs

if it infe

increase in demand at the beginning of the emergency. The main Posslb
: > ; : re

however, would be to draw on strategic stocks which the o1l companies a

required by an EEC Directive to maintain equivalent to 76% days normal

consumption. In able circumstances, up to 25 days normal Consumptﬁﬁlzz
HFO - equivalent to eks maximum oilburn by the CEGB - might be availab i ge
to the Board from thi e. The role of the Government would bé oy alrt:horl
the oil companies to re eir stocks by a specified amount beloV the.lev:n
of their prescribed stock igations. This would need careful handllng'n
view of the EEC commitment 1 d. It would then be for the CEGB t° o?tanﬁﬁ
the additional supplies from tfie companies within their normal relatuﬁm
of client and supplier.

ionﬂl

inst interndt

2.6 The purpose of these strategic stocks as a buffer aga o tO
av

r. The Government would b

crisis might limit their availability, e
- pefor
the Gulf, for example

take stock of international circumstances

it decided whether to seek to release strat ocks.

Reaction of the Market

.o 1e enough
2.7 The view of the Department of Energy is tha is in princiP 450
ra

refining flexibility in the UK and overseas to meet

B : : . ; e nd WO
to maintain maximum oilburn. It is unlikely that the additional demd

. o rals mi
have significant effects on the market for crude, where extra demand crel’

ii’:i’

next half year or so, such an increase in demand might actually

.35 million barrels per day, compared with UK production of 2

per day and OPEC output of 17.5 million barrels per day. At

underlying weaknesses in the market.

. - : e
2.5 The effect on the HFO market merits more serious attentlOfl- D

[ » » 4 eeq
HFO would tend to grow as a strike went on, as industries which wer

. . . . . . al UK
to switch from coal to oil did so. This might 1increase eventual tot

I . __:gicant
demand for HFO by perhaps a further 60,000 tonnes per week; @ signif

4
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rease, though relatively modest compared with that arising from the CEGﬁ's
lties. Estimates of the effects of increased UK demand on HFO prices
vitably speculative. Best available estimates are that a move to
ilburn might produce peak prices of up to $250 a tonne, compared with

ent; and that the price might stabilise somewhere between $200 and

2, .
9 The view of the Group was that, in spite of the likely price effects and

assu 1 ot . .
Wing no major curtailment of supplies for external reasons, the market

Co . ‘
uld be reljed u meet any difference between the CEGB's needs for HFO
and . A . .
what the oil ¢ s could supply from within their own systems. The

wor L ; ‘
ld market 18 used onding to changes in demand and, although an

Init; . . .
lal market adjustm 1d have unwelcome price effects, there is a world

Over- ;
T=Capacity at the mom producing HFO.

251 “E
0 The Group considered, Wow ’

that : A
€Xcessive price effects wete avoided. Not only could there be serious

lmplicaty
Cations for bulk energy users, if high increases occurred and were passed

that it was desirable to ensure if possible

on tg
t Consumers, but price increases in the HFO market might engender an
4tmog .
' Phere of crigis which would not b
L the
COSt of some flexibility, the use

acqui T
Sition of supplies for the Thameside

urable to the Government's aims.

company as an agent for the

0 a number of CEGB suppliers.
and others. A more
!!1

Pri tations might help to mitigate

1ce . . - .
o effectg by avoiding competitive purcha
€ Bo ) : . T o '
ard are discussing this possibility with

GB should stay below
?beforehand what that
ave some effect on the

abilit
Y of the CEGB to move immediately to maximum oilburn.

effecty
Ctiv g . ,
€ measure might be a maximum price which

in bhyys
ylng HFO, though it is not possible to say pr

igure
should bpe, Inevitably, a maximum price might

hasing
2.11

Phasgi . .
4sing the move to maximum oilburn could have some sma cts on

OVeral]
e 7 . . [
Ddurance, but would have advantages in addition to mode

Market |
ef . . , ;
fects., 1n particular, it could allow the CEGB and the o1 nies

to make the lo

BB gistical and production arrangements necessary to maint

in a . . .
o i orderly way at the outset of a strike., Phasing up to maxim
a er 1 . . .
Period of one month would in theory involve the loss of about one w

Nce, : ‘ ‘ .
This is, neverthless, the CEGB's current planning assumption,

5
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nths ' G

\

. . . : 0
ing part of the Board's arrangements to achieve the objective of 6 @

nce.

e event

to
: . . . :~d of UP
of a mine trike to phase the move to maximum oillburn over a peflod o5}

1 compant
the

oup concluded that it was likely to be worthwhile in th

one month, given the logistical and production advantages for the oi
rn ON
o likely
efore @
need tO0 be

the need to moderate so far as possible the impact of maximum oilbu

cost by beginning the move to maximum burn b

HFO market; the relatively small cost in terms of endurance; and th
scope for reduc in&

strike began. Deci n the timing and phasing of oilburn would

d
. . . 1 . es an
taken in the light o of coal stocks; international circumstanc L
t
e sta

implications for the av ity of strategic stocks of HFO; and th

. . L4 e
oal industry and other industries wher

. it
ibility. The fullest consultat1o® - .
includif®

of industrial relations 1 d
h an

sympathetic action might be

guidance to the CEGB would be e ial on a wide range of matters,

the level of any maximum price for HFO within which the CEGB should ©

perate

and the timing of the move to maximum oilburn.

6
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POSSIBLE ACTION ON STOCKS

€

Llons

341 roup considered that the only effective options for action to enhance
the ab f the Board to move and maintain maximum oilburn involved

“XPansio FO stocks.

3.2

Action at short notice could fill gaps which might otherwise occur early

°0 in a period of mum oilburn because of the uneven distribution of CEGB
Stocks inp relatiowgnsumption. Two options considered by the Group were:

filling stora the Fawley refinery to provide 80,000 tonnes,
equivalent to o k's consumption, at a cost of £10 million and
with a lead-time weeks;

0il purchases for earAivery to Thameside: 100,000 tonnes at a

cost of £12 million with a lead-time of two weeks.

T .
he CEG have put action in hand on bothe options.

%
N

g
!
N
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!@ SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

: 0
4 ximum oilburn would involve an increase in CEGB consumptiomn of HF

er
fro ter average of 60,000 tonnes per week to about 350,000 tonneés P

week nl).

n and

4.2 Mar!et changes in recent years mean that there would be producti® ¥
11Dut™

logistical difficulties for the CEGB's suppliers in a move tO max imum © A
. . . x imu
but there would be good prospects that oil to keep power stations at me

. - ay b -6 weeks
burn should be av@le from normal sources given ordering times of 3
(2.1 - 2.2). <‘§‘ |
i jead £°
4,3 Net costs of oil ight be about £20 million a week and would
significant increases in if passed on to consumers (2.3)-
!sa

4.4 Current CEGB stocks of

. . i o) threé
uel o0il are in principle equal t©

. . . ¢ in
weeks' consumption at maximum oflburn, but are not evenly distributed
ces

EEC

The
yatio?

sarY
- . . » . . e
relation to demand. To move rapidly to maximum oilburn 1t might be T

either to draw on strategic stocks (which would have implication$ for

e spot market, or both.

obligations), to have greater recourse
. - . - . ’ .t
availability of strategic stocks would n the international 8%

at the time (2.4 - 2.6).

4.5 Maximum oilburn would be unlikely to aff¢

market for crud E
re
It would however be likely to increase the marke é of HFO to @ deg L1d be
- WO
which could be significant but which would probabl lerable. It a0t
on the market i
e of

e oil

desirable to ensure as far as possible that the effe

L ; er
such as to produce excessive price effects or to engender an atmOSPh 1 be
. . : . ' : ul
crisis which did not favour the Government's aims. Price effectS wo

at £0
reduced to some degree if one company was used by the CEGB aw

the acquisition of supplies on the spot market. There would

significant impact on price effects if the CEGB were to stay be
maximum price in buying HFO. It would probably be desirable to mO
oilburn over a period of one month in order to minimise pefturbatlon

market (2.7 =2.11).
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The CEGB have in hand more limited short-term arrangements to fill early
In existing stocks by increasing storage at Fawley and by making purchases

pot market for early delivery to Thameside power statioms (3.1 = 3.2).

10NS

4, .
l 7 cial Group
Ty
| 1. concludes that, although it will be necessary to overcome some
kS logistical gand production problems, existing stocks and resupply
arrangem& e likely to allow maximum oilburn to be achieved
rapidly;
£o
1. recommends pha e move to maximum oilburn over a period of up to
one month to allo ssary logistical and production adjustments to
be made in an orde er and to minimise market perturbation;
y iii, o
ecommends that the Department of Energy
d. should pursue with the CEGB advantages of using a single oil
1 company as sole agent for es on the spot market during
a miners' strike;
b. should discuss with the CEGB gui regarding the maximum
price that the Board should pay for
be
” A
r
jed
imuﬂl

8
Q
T
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