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lemorandum by Secretary of State for Energy

§ . The External Financing Limit (EFL) set for the electricity supply
ndustry in Englend and Wales in June 1979 was -£68m. The present

Jospect is for a breach of this limit by £325m; the steel strike is
B - wsting the industry net revenue of at least £4m per week, so that 31
]! it continued for the rest of the financial year, the total breach

“ld be of the order of £350m. The main factors contributing to the
breach ape 32

F—— %) successful stock building, which we encouraged, of both coal

®nd 0il against the threat of a miners' strike; 33

B . ,
) }-ugher fuel prices than expected when the industry determined,
" July 1979, its tariff increases for September 1979; 34

1over sa1eq due to the steel strike, milder than avc.er{-:lie. o
“eather and a lower general level of industrial activity; 2|

i he EFL
:lgher ¥8ge and salary settlements than exPeCtec.j s :erp -
%8 fixeq - settlements accepted by union negotiators

i X
e Tejected by ballots of the workforceé.

lUte
k{) L
° he Prime Mlnlstcr Scts Ouc the bac Iound

103°

CONFIDENTIAL



CONFIDENTIAL

e too late in the year fq, a3
- Ube

i ach cam
ive bre . 1

ect ¢ ;
ir.ly :i:ni::znt room for menoeuvre elzhzr z;‘l“cii;tal promammes zo b b
tariffs. I have nowever been assur; Omybv = dL.lStry that theyron
to improve the EFDL position DY £25-£5 . : P]:e ing cash iy rane% |
arrangements at the end of the yéar. is also likely that & 8t 26
of S.‘.lE)Om to fuel and other suppl%eI‘S could be deferred ipg, nexlmengs : 26
o be in Tocmoct ©F TR cosk, | -7
the public sector. - 27

.

payments into next year will exacerbate difficulti
€§

3. Deferring k ) ;
y to live within next year's gy 1
28

P threatening the industry's abilit
of £187m. Hitherto, we have been assuming tariff increases gf -

in April and 5% in October.
rease in the autumn. I am urgently examining fe v
29

Now, we shall almost certainly need 5

higher tariff inc

options. Further discussions with the industry and with the Treganfp’ |
! -

will be needed before I can make proposals to colleagues for 195§

4. Ve do however need to fix now a new EFL for the industry for

1979-80, though the announcement will need careful handling in viei @
of the steel strike. s

on the basis of defernett
m, there should be &

£ £208

1 nuati®

F'_ 5. I invite my colleagues to agree that,
e of payments of £100m, and savings of £25-£3%0

1 increase in the electricity industry's EFL for this year 2
( At the same time I would ask colleagues to note that a cont _
5 of the steel strike could still prevent the industry fres uéehy
T this new limit.
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