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ORTH SEA GAS GATHERING SYSTEM

Department of E
Energy 10

INTRODUCTION 1
1 The Secretary of State for Energy announced on 5 July 1979 i —
that Mobil North Sea Ltd (Mobil) and the British Gas Corporation

(BGC) had agreed to carry out a joint feasibility and design 14
study of a pipeline to transport to Great Britain gas from Mobil's -
Beryl field along with other gas expected to be available in the

Northern Basin of the North Sea from the mid-1980s. The report 76
of the study was recently received and copies have been circulated
to the Departments together with a summary.

' BGC/MOBIL RECOMMENDATIONS i

2

The study team's recommendations are at Annex A. They are

that a gas gathering pipeline should be built as soon as possible, 80
collecting gas from the UK fields along the whole UK/Norway median 5

line (map at Annex B). A spur from the centre of this area
should 1ang the gas at St Fergus, the terminal also for existing 82
Northern Basin gas pipelines. Processing facilities for natural 56

€8s liquidg (NGLs) such as ethane, propane, and butane, should
be siteq at Nigg Bay. The pipeline should accept gas which has {
ndergone a minimum of expensive offshore processing, and should gr 84

D8 gt gray
°Slgned with future fields in mind.
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BGC/MOBIL REPORT

ECOMMENDATIONS

4 o diane -<;rgt‘vjl should be built to co lect gas from
| ern Basin between latitudes 56°N. The off-
be a 35" diameter line originating near
; at St Fergus via T Block. The Northern Fields
_Murchison, Thistle, NE Thistle, UK Statfjord,
9/18, :;/‘:9,_5. Brae, and T Block fields should be
ink line via laterals (or directly). A southern
. pipe should originate at Pulmar and comnect to
1t the Thelma junction. Andrew, Lomond, Josephine
conmect to this leg via laterals.

1t the St Fergus landfall, facilities should be installed to process
A

' the gas to meet BGC specification and to extract NGLi The NGL: should

~s piped overland to Nigg Bay where they should be fractionated into
be Enﬁpnc products and stored prior to export or use as petrochemical
9°§§;t$ck. The possibility of transporting NGL to other locations
xIv;er; a market for them may develop should be kept under review as
the landed quantities increase.

In order to minimise offshore processing costs and to faqilitate the
production of a tanker loadable crude oil at the production platforms
the line should be designed to take a high proportion of napural gas
liquids. It should operate at an inlet pressure of 2500 psig and a
minimum outlet pressure of 1600 psig.

Provision should be made in the design to link up additional fields
expected to come into production in the late '80s and '90s.

If the foregoing recommendations are aeccepted, steps should be put

in hand forthwith to establish the organisation which is to own and
operate the system.
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MAGNUS — STATFJORD

; 33| MILES
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peline is €conomically viable and in
ncerned solely with examining the v
e ways of financing the line. A new
‘ect the PSBR in two ways:

+ allowan: nd receipts will be changed;

T x:v_rcrftmgn‘t stake will involve direct public
ly, and later will Produce revenues,

ere in control of the Pipeline,
revenues Irom it, woulgd count to

all expenditure
wards the PSER. 10

S and receipts at (i)

above will vary
a

tion adopted for the pipeline. £
aken by a joint venture of North Sea licensees,
penditure on the pipeline would be allowable /i
3ibly with uplift, as well as ring fence CT and in -
- sases royalty. In some cases these allowances could total 99% f

of the incremental e:{penrii‘turg whereas the increme;nta_l revenues \yogld
! normally be taxed at about 87%4. If however t}}e Pipeline were built 74
i and operated by a separate company the expenditure on the line would
not be allowable for PRT (but the tariff charged would be an allowable
cost to licensees). So long as the company had more than five members
the CT relief would not be transferable to members! other activities,
but would have to be carried forward until the company began to earn 76

profits. A joint venture of North Sea licensees would thus enable ) o

™ companies to claim greater tax relief sooner than would the company form
Against this, it would increase the total tax take in later years,
because unlike the case where the pipeline is owned by a company, PRT 78

(0]

Yould be charged on the incremental profits.

Tariffs ang Tax
\-
. 80
3. TP & : . . : S s i t will )
the pipeline is built by a company the initial investmen i
% borne by the company which will then charge a tariff for transporting 5l
%” through the line. The tariff must be high enough to cover the
orancing ang operating costs. However North Sea 1lc¢nsees.whotare
| ;;ferjolders in the pipeline company will have a tax incentive to 3 i : 82
: 503i the tariff sti11 higher: this would mean that as 13.cense?slt i
rdyni‘chlm a higher tariff allowance against PRT, CT and possﬁdy S
iy hile as shareholders in the pipeline company they wo
& higher profit 1iable only to CT.

E;Dle below shows the effects on the PSBER in the current PESC
’
e

= he medium term 1985-1990, and for the rest of the century
E Se:‘};

| w 86

5 | o es

r : degI.ls 2 joint venbire in which all the partners are license

| 4 Saln fu1y uplifst; 1 Fate o
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n fact in gyg

be highly ] A f we assume H

reduces ome £50m and the

] St consequentia

e company earns

wledge of the 2 struct ]

the companies invo 7 it is likely that e tax take from
pipeline company would be reduced in later years.

i/ We have alysed other cases to isolate the particular effe

on Cases II

: effectively reducing

(i) lower tarif r
to that in Case III decreases

Case

provides greater tax allowances for
from the pipeline company's profits.

(ii) BGC participation at 40%: +this does
but reduces the PSBR this century by
tariff levels) undiscounted because the
stake exceed the initial costs of its investments.

o Om (depending
receipts from BGC's

olt
(iii) Transferability of CT relief: +transferability of the CT@my
initial losses to offset taxable income elsewhere (311%£§f5
the company had 5 or fewer members) would increase the
century by about £100m undiscounted.
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