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1. Colleagues need to be aware that, following a fall in electricity
demand, there is a risk of a higher CEGB fuel stock holding at the
end of the financial year than was envisaged ‘when the EFL was set.
e need to consider whether to allow stock building to continue, or

Whether some reduction should be made.

REDUCTION IN DEMAND: IMPLICATIONS FOR ELECTRICITY EFL
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considerable uncertainties aboyt the acty
the winter, they estimate that with saleg
of 219 Twh they could end the year with up to 4 mtce more etugh
e than the EFL can accommodate — implying a breach of up to £200g,
Er This would represent a substantial claim on the Centra)] Contingencv

Reductions in oil deliveries and coal

import .
HODOLYO. § would Proyiq,
A saving to the public sector. However
— e 2
i) though it is possible that oil deliveries coulq
e be reduced by up to 1 mtce by agreement with the
0il companies, this could create difficulties
with refinery throughput and be difficult to
| —— - —
| reverse if the oil after all were needed in an
emergency.
1
ii) though there is a chance that, because of delays
e | to coal shipping programmes, coal imports may
fall about #mt below the 5mt which are planned,
direct action on imports is otherwise undesirable
—

(see below).

Action to reduce NCB deliveries (or defer payments) would not benefl?
the PSBR, since the NCB could not accommodate within their owt EFI"

- ' the extra financial requirements which would fall upon them- s 1-51
also important to preserve the CEGB/NCB understanding at least unz;r
the miners' settlement at the end of the year. (The NUM are U

expected to go to ballot before Christmas).
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#E CEGB/NCB UNDERSTANDING

€ price does
Its ending could have serious effects

would remove a fOICe Which both NCB and CEGB believe has modera
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U age der ands.
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The CEGB attach importance to it,and fully understand

that ¢ i i
4 any cut back in their NCB coal take at present would remove an

in :
portant restriant, through its price condition, on the miners.

b

U i ; 1.4
18 argues stongly for deferring any decision to reduce CEGB coal

ik unts
j til we know what happens on miners' wages and the consequences
0 NCR 4
, Prices. By that stage, however, we are likely to be past the
Yoint, . .

8 which it will be reasonable to cut down NCB coal deliveries

et § g
cally Without serious disruption to both NCB an BRB.
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1d ask the CEGB to reduce their Programme of coal 4
7. We cou
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is course, First, in view of all the Unce
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I believ \A

4. there would be a financial cost to the Boarg in foregoing
Second,
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supp ’
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SECURITY ASPECTS

8. If no action is taken to reduce stock build, electricity
endurance immedistely after the New Year could be about 7-8 weeks o
average January-Fehruary consumption, Reduction of deliveries by

2 mtce between now and Christmas would reduce endurance by about @
week at winter peak. Last winter we encouraged the industry to provié
for six weeks endurance, The practical advantages of the extra roo
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take by 3 mt), Because it would creste unacceptsble 82

NCB and BRB programmes, & reduction of this

48nitude coulg not in the CEGB's view bedchieved between
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cured in that period is 1 mtce of 0il and 1 mt of
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Under this option, their estimate of winter peg)y
endurance would still be about 6.weeks_. HOWever,
pecause the proposed reduction in coal take of 3
mt could mot be accommodated within the NCB'g EFL
there would be no net benefi‘j to J.che PSER, Em‘—“‘the
CEGB/NCB understanding would be 11k§Ly t0 terminate,
This course could Ppossibly in certain circumstagces resul g

£he lowas¥Sead-year coal stocks since the last strike,
e

li]) to defer action until the outcome o the mi ners'
Settlement is known

On the assumption that the NCB coal price rises in
real terms from January, CEGB coal take would, as
outlined above, be reduced in the New Year b%rﬂabout
1 mt, and 0il take by 1 mtce. Endurance w?u‘ia
remain at 7 weeks, or a little more. The industry
could overshoot its EFL ny up to £100m.
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11 The CEGB are currently under great pressure, n
only because of the discipline of the EFL, but

ting an
because of falling sales. They are conduciing

They have indi cated

i i Se ]
active campaign to reduce cost o

that left to themselves they would begin %o zzk:e
to reduce fuel deliveries, and that they WQ‘:hat it
especially prompt to do so if they thought S
to meet the EFL because of high end-year stocC

be regarded by us as a sign of inefficiency-
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levels. The margin of error is wide and the EFL, %0 pr0P°je
from the point of view of keeping with}n thzrse e ho‘”id
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have a disruptive effect on b
reflnery
Tuns

to reverse if a crigjg aroses
5 & heayy f
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oil is no 1°nger
short notice as
importg woulg
coal would undermine the join ) Any cut back opn NCB

important force for moderatig

readily available from existj

a substitute for coal,

n,

course is to postpone action to oyt back dellverlee Tlg}.:lt
the out-come of the mingpgs Settlement ig known IS @tll
effect of the settlement is T the

. to push the Ngpe
the CEGB beyond general inflation,

take of NCB cogl would be psycholog

To consider the Precise
time, In adopting this
doubt that the EF
(There are m

S Prices to

2 reduction in the CEGR!
ically right, though we
circumstances at the
course however we should be in no
L could be breached by £100m or more.,

any uncertainties Surrounding the Tigures and
uction in demang could bring further problems).

s
should need

further red

13 I invite colleagues to egree that I should tell the
CEGB
) not to reduce fuel deliveries to power stations 78
pending a further consideration of the situation e
at the end of 1980.
80
ii)  that they will not be penalised for any comsequent e
breach of the EFL; that we have indicated that
EFL cannot be immutable in all circumstances; 82
and that here too we will review the position at
the end of 1980.
iii) in no circumstances should they allow winter 84
peak endurance to drop below 6 weeks.
86
D DARH .
*Partment of Energy 8
Y Jury 1980
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ANNEX

sLECTRICITY (ENGLAND
G

Yy industry in Englang and

9. It wag reaffirmeq by
80) 14th meeting)

consideration of a numbep of adverge changeg
—

g committee in April 1980 (E(
’ following

in unde rlying

assumptions since the Previous November, The Ele
| 1

had advised that, even aftep making substantia]
I

g 10% tariff increase in August rathep than the
< -

to doing.

2 Boards are putting considerable efforts into achieving savings
?’

on revenue account eg by staff economies, They took exceptional

measures (especially tightening of credit) to improve working

cepital at the end of last year. Similar pressure is being

naintained this year. CEGB forecast capital expenditure has been 7P
reduced by £87m (over 10% of their programme) in two stages; £45m
Vhen the EFL was fixed in November, and a further £42m in the spring 80

% Part of the reappraisal and reaffirmation of the EFL. There is no iy
S

%bvioug Scope for further cuts.
— i

]
3 Given the recent fall in sales, the outlook for the industry's

| L remaing uncertain, As always, fuel stock movements will be - ;4
l ! *iticay,
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