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NORTH ALWYN GAS: ELF AND TOTAL: SEVENTH LICENSING ROUND L/
|

We are, as you know, having a number of difficulties with the
French on energy matters, But there is one probleu which is
jﬁff??ﬁlarly pressing = the transmission of gas from Total/Elf's
proposed North Alwyn field development,
e e o

The companies wish to send North Alwyn gas down their existing
Frigg line to St Fe rgus, This would be to their financial

QJ'fTu“e (perhaps up to £50m) largely as a result of our tax
concessions, However, the national interest would be better
Serde were North Alwyn gas to be pu i the gas gathering
pipeline (GGP) end it is importa : he reasons explained
below that 1“1\,10 is an earl ommitmer North Alwyn
pipeline,

The latest overall estimates gas availahility for the GGP
are at least as high as those made rea However, with
some field slippage and down-grading serves, and the fact
that we canmmot ut present count “trr,g:; “ratfjord gas, the
cxueCLed throu gut in the first few JeIWGG operation
on which Dluﬂb “for the GGP were basec n1ll be achieved only if
the gas from North Alwyn (about 2 ]]1on cublo feet per day)
is secure Thia 15 0% Lii“.ll Iwuotu(u:e since finance for the

ny will have to be re 1°ed in the next two
months i i Group is to keep to its schedule.
Those conc ; i the finance will take a hard look
at the gas reserves they can be sure will flow through the line,
Without North Alwyn gas the initial prospects of the northern leg
of the main trunk lir ¢ thin, This would become known and,
apart from worsening the prospects of the Northern leg, would
diminish our chanc ﬁtbjna the Norwegian hlhthOLd gas on
the terms that have been oLfLred. An ,aily gquotable commitment
of North Alwyn gas to the GGP is, therefore, vital,
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In the last resort I have ;nnver to refuse permission LOF a

pipeline link from uukun Alwyn to Frigg. But E1Lf and Total

know that I cannot exercis ,mf‘, or formally pre-judge the

situation, before an application for construction of that line

submitted to me ElT and Total do not need to hurry in sub-
g an applicat as the overall development programme for
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zen submitted to us and they would not
‘eu'al for the programme until much later

should put pressure on the
. : surance we require, The most effective
lever we have for this is the allocation“of the remaining
eventh Round awards for offshore licensing.

failure of the French
the first part of
f:ﬁﬁ to our Embass
and by the
serted that
the French compan
made :
by and the French
l not pre-=judge the results
completed,

sessmer 1 ce
(and this is stated in the published criteria
which the applicant has mac or is planning to make a contri-
bution to the econom f the UK, including the growth of industry
: ] [ rfrenc uould recognise that the
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account of contributions
national economic

on Seventh Round and
sarily look at the French

performance in this regard I this action does not produce
qjuickly the desired respons and I do not think .it will - I
would propose announce the majority of the Seventh Round
awards but to increase the pressure on the French by holding

t ick certain block primarily all-of those = 11 in number -

for which the French companies have been shortlisted (they are




ve been shortlisted), Our officials could

aware that th 1
se tactics on this,
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If, as is likely, we need to hold back certain blocks, we can
expect Parliamentary questions asking why we have done this,
We will be able to put forward a plausible explanation without
giving the real reasons., The.French, however, will know full
well what is the reason, We must therefore rxnnot them to
mount considerable diplomatic pressure and the atmosphere could
bﬂcome pretty acrimonious., We must also be prepared to hold
back the licences, possibly for a number of months = perhaps
unull after the French election., However, the stakes we are
playing for on the gas gathering line are so high that I believe
we must do everythlug possible to achieve the early commitment
of North Alwyn gas to that line. I very much hope, therefore,
that you will be able to thport my proposed action. If you
agree, I suggest our offic: should sbfawxht w:} work out
the details of our approa the French and of handling of
subsequent "representations m them and the ensuing Parlth entary
and Press questions,
I am copying this letter to the Prime Minister, the Chancellor
and Sir Robert Armstrong,

D A R HOWELL




NORTH ALWYN GAS

Obiectis
Ubjective

ensure early commitment of North Alwyn gas to the proposed gas gathering
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m which is preferred by Total/Elf.

the aim
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stem would run counter to these

ational in st In the allocation of
Ministers will

plans in such

factors in mind
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North Alwyn gas into the new pipeline ?

s gas would not be available till
herefore took account of North Alwyn
to the aggregate supplies descri
Total have subsequently made known

the mid-1980's.
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Why will the British Government not allow us to collect our own gas

= -y
in our own pipeline system /the Frigg system/, which was designed to
2

have spare capacity for just

The Government has to look at the overall national interest in deciding

on the disposal of the na hydrocarbon resources.

Why should we be forced to pay tariffs (the level of which has yet to
be decided) for use of the gas gathering line, to put profits into
someone se's pockets ?

organisation will operate as

tariffs will be calculated on
is available

is expected to be av: - 984 ood time for

Lo 3.

North Alwyn gas, and work on i proceeding to schedule.
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our policy for the collection and disposal of UKCS gas,
and to enhance the viability of the GGP thereby facilitating its financing,
it is most importanf that ga: I 1e preposed North Alwyn field should be

put thought the GGP.

o Elf and Total, the yrth Alwy: icense have a strong preference on
! JF).

commercial grounds for gas down their existing pipeline. The

financial advantage is estimater up to £50m. at a 10% discount rate,

largely at the expense

Do The Secretary of State
pipeline connecting North Alwyn and Frigg but he cann 1S formally

-

in advance of an gpplication for such permis: 1 being made to him. As the
field development programme is unlike to be approved before Autumn 1}81
the companies have no need to rush th P 1tior the connecting
pipeline to Frigg.

L, The initial -financing t GGP must be s ace within the next

two months and a

national benefit arisi

supportive of national econom

)
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yrevious Rounds

licensing. Apart from German and Holland wl s a peculiar case) t
a greater stake on the UKCS than

o In the Seven oun h e applications f ree blocks in the

'company nominatio ocks nominated

by the Department ideration. M. Sauvagnargues

warned Sir Donald Maitland on 14th January th if French companies do not

get a fair Government to
the weight they should atts

co-operation with Fra:




to eleven blocks.

‘tance is attached to ange of published criteria including:

'the extent of-the contributic Lthe applicant has made or

and the growth of industry

the GGP is suc hat the persistent refusal of E1f and
Alwyn gas could reasonably result
contribution criterion, to the

in the Sev
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North Alwyn Gas: E1f and Total: Seventh Licensing

Roun

% Thank you for your letter of 30 January about securing an
early French assurance about directing North Alwyn gas into the
gas gathering pipeline. I accept your judgement that the
Seventh Round allocations constitute our most effective lever.
I therefore agree in principle with the objective and strategy

of your proposal.

2. However I believe that the tactical handling and planning
will be crucial to the success of the operation. It is
legitimate and defensible for us to use our position as a
substantial oil producer to move others to fall in with our
energy policy objectives, Nevertheless the French are likely
to react strongly They may threaten consequences more
concrete than those hinted by the French Ambassador to Sir D
Maitland: perhaps by seeking linkages with Community matters.
They may seek to take the matter up in our courts or with the
European Commission, as being contrary to the Treaty of Rome,
in particular Articlg Ve The French companies may argue that
we were imposing commercial penalties on them beyond those we
have demanded of companies of other nationalities. British

firms involved in the French applications might also complain

that they were being penalised. The Parliamentary line will
\
have to be drafted to stand up to criticism 'if (as we may

expect) the French make public what we have been doing.

3. It seems to me that one way of reducing the risks might
be to offer a concession to the French companies on the gas
gathering pipeline or elsewhere which could partially
compensate for the disadvantages they will suffer in not

using the Frigg pipeline. But this is of course a matter for
your Department not mine.

/4.
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4, I conclude that our officials need to elaborate in
detail a credible line to take with the French Government,
the French companies, British companies, Parliament and the
press. I therefore agree that our officials should now work
out the details, in consultation with Sir R Hibbert in Paris.

When this has been done I think that it would be right for

you and me to look at the matter again before giving the

final green light.

(CARRINGTON)

5 February 1981

Foreign and Commonwealth Office

CONFIDENTIAL




