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I refer to your letter of 22 January and attach a briefing note for
the Prime Minister's meeting with Mr Hamish Gray MP. We have now
agreed that this will be held at 4 pm tamorrow and that my Secretary
of State will attend. i

oy
Mr Younger has asked me to say that he considers that the effect of
the closure of the smelter has been so great - not just in the
Invergordon area but throughout Scotland —as to justify the Prime
Minister agreeing, exceptionally, to meet the local authority
deputation. In considering this it is also important to bear in mind,

as riefing note makes clear, that the major issue which has now
to be faced is policy on ener rices not just for Invergordon but
for the other smelters at Ang Eesey and Lynemouth.

—

A MUIR RUSSELL
Private Secretary




INVERGORDON SMELTER: PRIME MINISTER'S MEETING WITH MR HAMISH GRAY MP

1. The Prime Minister will recall the consideration which was given to the
future of the smelter in December. Official level discussions began in October
1981 and the Secretary of State for Scotland met the Chairman of the company at
the beginning of December, when it was made clear to him that the company's
financial position was such that closure of the smelter by the end of the year

‘appeared inevitable, otherwise there was the risk that the company would go

into liquidation. Intensive efforts were made involving officials including
the CPRS to identify a basis on which the campany's operations at Invergordon
could continue and it became clear that the cost to Government would be

£lém per annum and that the company would require that support at this level
should be guaranteed until the end of the century. Ministers agreed on Friday
18 December that, on these terms, the cost of keeping the smelter open would
be too great and negotiations were then opened with BACo on the financial
details of the closure settlement. ,

2. The key features of the closure settlement were that the company was paid
£79m for its share of Hunterston B nuclear power station. Out of this it met
mu:ed electricity charges of €47m. Of the remaining £32m the company paid
£4%m to the Hydro Board in respe-c;t_—c-a? current debts for electricity and £12m in
part repayment of a loan outstanding to the Department of Industry. The balance

of the loan (E_%.lm) was written off leaving the campany with £15.5m. It was

judged that a settlement of this generosity was necessary to improve the
company's overall financial position and reduce the threat to its other
operations (including 2,700 jobs in Scotland).

3. The campany announced the closure of the smelter on Tuesday 29 December and
the Secretary of State for Scotland issued a statement almost simultaneously.
Reaction to the closure in Scotland has been enormous. It has produced a greater
effect on public opinion throughout Scotland as a whole—than other major closures
_Tziucluding those, such as Linwood, involving substantially greater job losses.
There has been no serious challenge to the Government's decision that the terms
worked out with BACo for keeping the smelter open were too heavy to be borne.

But there is no-a?ubt that all shades of opinion are looking to the Government to
do everything possible to secure the re-opening of the smelter. No one at

present seems prepared to contemplate that this large and relatively new asset
should be scrapped.




A deputation from Highland Regional Council and Ross and Cramarty District
Council met Mr Younger and Mr Fletcher in Edinburgh on 12 January. (Mr Fletcher

had already met the authorities in Inverness and Dingwall on 5 January. Mr Gray
SE——— ———

was present on 5 January and for part of the meeting on 12 January.)

4. At the meeting on 12 January the authorities pressed Ministers =

(a) to allow the HIDB or same other public body to acquire the plant
M ey
quickly fram BACo and re-start it, to prevent BACo obstructing
the re—opening of the smelter by bargaining over the terms of sale

to a new operator; and

to undertake that any new operator could be offered terms for
power which were internationally campetitive.

Mr Younger told the deputation that he could not ask HIDB to run the smelter but
i
that acquisition of the plant and site was a possibility. On power terms he
S— —

said he believed the Government and the electricitx boards would be able to

offer a price which would be internationally competitive.

54 Discussions between the Scottish Office, BACo and HIDB about the plant and
site have taken a new direction as the result of the intervention of a potential
new operator from the USA - Alumax - which held exploratory talks with the

Board and the Scottish Office tod;;/ (25 January). These talks were of preliminary
nature and it is plain that the critical factor will be the price of power.
Scottish Ministers are considering circulating to colleagues for discussion in

E Committee a paper about a possible new power contract.

6. There are two broad approaches to bridging the gap between the standard
industrial electricity price of around 2.5p per unit and the price of 1.2-1.4p
which seems likely to be needed to attrmator. One would involve
hypothecating a cheap power source - probably hydro-electric stations - for the
smelter, and the other would involve the Government making up the Board's losses.
The former would push up to same extent the cost of meeting the requirements of
o__tfler consumers, leading to higher borrowing by the Boards or higher prices for
other consumers and would probably also necessitate amendment of the provision
in the Board's statutes which prevents "undue preference" being given to an
individual consumer. The latter course would require new legislation to empower




the Secretary of State to reimburse losses.

7. A particular point of concern to which the local authority deputation

drew attention was the apparent security of the other smelters at Lynemouth

and Anglesey. They argued that Me teﬁnsm should b?_a;a:-i-]?ble
5373555;§5rdon. The Opposition raised this on several occasions during
Thursday's Supply Day debate and alleged that the prices charged at other
smelters were lp and 1.3p respectively. In fact we understand the current price
charged by the CEGB at Anglesey is around 0.5p, although it may rise to around
1lp when Dungeness B is camuissioned. At Lynemouth Alcan generates its own
electricity fram ocoal supplied at around £10 per tonne - around 25% of the price
currently charged to the electricity boards by NCB. The first stage of the Alcan
contract has to be re-negotiated by the end of next year and it seems likely
that unless a price below £20 per tonne (possibly around £15) can be agreed,
Lynemouth will be closed. To provide competitive power for Invergordon from
surplus coal-burning power stations in Scotland would similarly require a supply

of coal at around £15 per tonne.

/
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From: HAMISH GRAY, M.P.
Ross & Cromarty
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HOUSE OF COMMONS

P A s -
/M 05 i_ LONDON SWIA OAA

21lst January, 1982
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Dear Prime Minister, /%491,1/

&

I have been sent a copy of a letter from nghland
Regional Council who write also on behalf of™
Ross & Cromarty District Council, who both wish
to send a joint deputation to meet you regarding
the Invergordon Smelter.

I would be most appreciative if you could spare
me a few minutes for a brief discussion on this
matter before a reply is sent to the ILocal
Authority.

Yours -sincerely;— 4;4QT

The Rt. Hon. Margaret Thatcher M.P.
The Prime Minister,

10 Downing Street,

London SW1
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From: HAMISH GRAY, M.P.
(Ross & Cromarty)

it e

C~ A
HOUSE OF COMMONS
LONDON SWIA OAA

18th January, 1982

You will be aware of the catastrophic impact of the closing of the Invergordon
Smelter in my constituency. I am enclosing a letter which was sent to

my Constituency Chairman by Mr. W.B. Dewing, Managing Director of the Royal
Garage, Invergordon and a Director of a number of other local companies.

He reflects the view of many small business and not so small business voters
in my constituency and I can confirm from meetings I have had with various
groups that a state of alarm has existed in the area for some time and now

has reached a climax as a result of the smeltersér—oi e, <,

Dear Prime Minister,i-

This is a supporter who has never taken an active part at Branch or Association
level, but at every election contributes a most handsome donation to my
fighting fund.

I would be most grateful if you could write me a short note commenting on some
of the points which he makes, which I could then enclose with my own reply.

& y .
7(- Ty T

/72;" Hn L-'i/(.

Yours-sincerely,

The Rt. Hon. Mrs. Margaret Thatcher M.P.
The Prime Minister,

10 Downing Street,

London SW1
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10 DOWNING STREE

From the Private Secretary January 1982

I attach a copy of a letter the Prime Minister has received
from Mr. R.H. Stevenson, the Chief Executive of the Highland
Regional Council about the closure of the British Aluminium
smelter at Invergordon.

The Ross and Cromarty District Council and Highland Regional
Council have claimed on the telephone to us that your Secretary
of State has given them some support in their request that the
Prime Minister should receive a joint deputation from them. I do
not know what substance there is in this, but the Prime Minister
thinks that it would be better if Scottish Office Ministers saw
them, and hopes that your Secretary of State will reply to their
letter.

Muir Russell Esq
Scottish Office




PRIME MINISTER

The Chief Executive of the Highland Regional Council
asks you to receive a joint deputation from the Highland
and Ross and Cromarty District Councils about the Invergordon

closure.

They have claimed on the telephone to us that Mr. Younger

has given them some support in this. He may possibly have

{\j"‘ touched upon this when he discussed Invergordon with you today.

”,f’

But once you accept a delegation - other than a constituency
M.P. - over a specific closure, however calamitouq’ you op€en
the flood gates to this type of meeting. And in practice,

if there is anything that Government can do to help in a
particular case, or to mitigate the effects of closure, it

must be for the Departmental Minister to pursue the point.

May we therefore ask the Scottish Office to handle

Mr. Stevenson and his colleagues? -'( LZ‘Q ﬁﬁ£’f/
B gkﬂ¢4067 w o e
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Chief Executive Highland Regional Council Telephone (0463) 34121
R.H. Stevenson, M.A., LL.B. Regional Buildings Telex No. 75313

Glenurguhart Road
Inverness IV3 5NX

Pleaseasktor Mr. Stevenson ourret RHS/DJM

Extension No

201 Yourret Dalelsth Jan. ’ '82,

The Rt. Hon. Margaret Thatcher, M.P.,
Prime Minister,

House of Commons,

LONDON SW1A OAA.

Dear Prime Minister,

INVERGORDON - CLOSURE OF BRITISH ALUMINIUM SMELTER

I wish to submit a formal request, on behalf of this Council and Ross
and Cromarty District Council, that you receive a joint deputation
from the two authorities in connection with the effects of the
Invergordon smelter closure and the action which, in the view of the

two Councils, must be taken to re-start the smelter.

I would suggest most respectfully that there is no real need to
rehearse in this letter the basis for our request that a joint
deputation be received. The closure is sheer catastrophe for the
Ross and Cromarty District and for the Highland Region as a whole.
Its effects will be calamitous not only for the 900 work-force
involved but also in the implications for medium and small businesses
of all descriptions; for the local authorities; and for other
public services. It can be said with complete confidence that never
in modern times has one issue so united, in their determination to
reverse these tragic events, all sections of the northern community
including the work-force, the local authorities, the public
agencies, the business community, the voluntary sector and the
public at large.

The two Councils, who are pledged to act in concert with one another,
are alert and ready to travel to London to meet you at the briefest
of notice.

In view of what is at stake, the Councils are confident that they
will receive from you a positive response to their request.

I am,
Your most obedien

CHIEF EXECUTIVE.




