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Dow Prvdres,

ICI'S CASE ON ETHANE VALUATION

Margaret O'Mara wrote to you last on this subject on 16 December
1983 to report on a procedural hearing. A full account of
the background was given in her letter to Michael Scholar of
15 July 1983 (copy attached). You will wish to be aware that
the case is now_coming up for its substantive hearing in the
High Court which startg)on Wednésday IZ November. It is expected
to take about 4 weeks. The case is a very complex one. On
the one hand it involves novel and evolving areas of the law
(judicial review and European law). On the other, the technical
factual issues of how ethane would be sold and for what price
are also complex and subject to wide dispute by experts. We
haVe as expert witnesses for the Crown retired directors of
purchasing and of technical issues at BGC (Mr Cooper and
Professor Roberts). We also have Mr Collett, an ex-employee
of Shell responsible for selling gas giving expert evidence
on the seller's view. Nevertheless, in an area where evidence
is sparse and much is commercial in confidence and cannot be
quoted, there remain a number of points open to dispute and
argument. For these reasons, it is difficult to predict exactly
how the case will develop or what approach the Court will adopt.
Nothing has detracted from our own confidence in the strength
of Government's case on merits, and we are satisfied that it
should be well and fully presented. But our lawyers advise

that an eventual Jlegal outcome in the Government favour
cannot at this stage be regarded as certain.

-
The case will be heard in public and may well be the subject
of press comment. But if it is raised, or if it is raised
in Prime Minister's questions the line should be that no comment
can be made while the matter is sub judice.
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H C GOODMAN
Private Secretary







UK NEWS

ICT contests rivals’ tax concessions

BY RAYMOND HUGHES, LAW

CHEMICAI
tries complained to the High
Court vesterday that the
Government had given tax con-
cessions to its UK petro
chemicals competitors in breach
of English and European Com-
munity law.

Opening an unprecedented
legal action, Mr Robert
Alexander, QC, for ICI, accused
the Government of engaging in
“an unacceptable exercise in
economic gymnastics ™ in giving
what amounted to subsidies to
Shell, and British
Petroleum.

Provision had been intro-
duced into the 1982 Finance Act
solelv for the benefit of the oil
.ompanies and appeared to
have been tailor-made " for
them. said Mr Alexander
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with its 9,000 employees.

The arrangement related to
the price at which North Sea
companies could sell ethane gas
to their petrochemical asso-
ciates. Ethane is used to make
ethylene which, in turn, is used
in the manufacture of a range
of petrochemical products.

ICI makes ethylene from
naphtha, a substance not cov-
ered by the arrangement. The
company said its oil rivals had
heen enabled to reduce their
tax burden by selling ethane at
about half the market price.

ICI asked Mr Justice Woolf
to make a series of declarations
to the effect that the Govern-
ment was acting in breach of
its statutory duty and in viola-
tion of the Treaty of Rome by
giving the oil companies dis-
criminatory aid which distorted
competition and affected trade
between EEC member states,

The Government had failed in
its duty to get a ruling from
the FEuropean Commission on
whether the arrangement was
compatible with EEC law, ICI
contended

It said that, under the 1975
0Oil Taxation Act, the market
price for North Sea oil and
gas had been fixed for tax pur-
poses at the mid-point of each
month in respect of deliveries
made in that month
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