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Introduction

At the beginning 0f1979, the Commission presented to the Energy Cqmmittee
a detailed report entitled "Natural gas supplies and prospects'in the Com

munity'. *)The Energy Committee asked for examination of the repdrt'by'ex-’ -

perts of the governmenis and the industry concerned as the basis for subse=
quent-prpposaLs by the Commission to the Council for action on a Community
and national basis. The present Communication takes account of these further
consuttations.~The.Commissipn asks the Council to endorse his conclusions.

The main results of this report are as follows :

1. The role of natural gas in the energy suppLy of the Community

Since the inception of the Community, the share of natural gas in total

primary energy consumption has continually grown to reach a current propor-

tion of 18 %, or in absolute terms a thirty-fold dincrease from 6 million
toe to nearly 180 million toe in 20 years. Natural gas has almost reached
the same proportion in the energy balance for the Community as coal.

One of the common energy pot%cy objectives set by the Council on 17.12.74
was for natural gasktofachieve an 18 % share of total energy. consumption
by 1985. This figure has already been attained and it.is evident that
natural gas helped s1gn1f1cantty in reduc1ng the dependence of the

Community on- imported oil by 13 % since 1973. .
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A‘COmmun1ty $ dependence on oil imports.

“2-

°ﬂUp to 1985 2 further increasein naturaL gas consumption by the Commun1ty
aof nearty 4, 5 % per annum 1s foreseen. - Since the growth rate 1r\totat
eenergy consumpt1on 1s L1kely be lower, natural gas could reach a 20 % share

- of total energy coneumptwon in 1985, thereby contvnu1ng 1ts roLe in reducing the;

c , , t
By the mid 80'5 however, we have to expect a sharp decrease. in growth rates

States show an average annuat growth rate of 1 %X from 1985 to 1990. Conse’

quentty the share of natural gas in the energy baLance for the Commun1ty is
1L1kely beg1n to decL1ne. ’

- Priority for naturaL gas usage shouLd therefore be given to premium uses (eg.
;,household and small consumers). The Council D1rect1ve of the 13th February
h1975'*) reQuiring-Member States to submvt for author1sat1on, which is only
/g1ven under certain conditions, proposals for the new use of gas in power.
‘stattons, is consistent with this polwcy.

, The causes of the forecast changes in trends

’*ap) Decrease in production within the Community

The rapid expansion of natural gas supplies over two decades,at times -« .

juith extremety/high rates of growth, arose chiefly fromthe extensive
. _natural gas deposwts in the Commun1ty 1tseLf, nameLy~1n the NetherLands'
and later in the North Sea. Production from the major gas f1elds has -

‘now levelled off and is show1ng the first 1nd1cat1on of beg1nn1ng to de*h

: cline;_ The"ob;ect1ves" of the Member countries indicate a stagnat1on
in natural gas product1on in the earty e1qht1es and a more rapid decrease
by 1985. By the end of the century the production could fall to half of

for natural gas consumpt1on. The national ob;ectaves for 1990 of the Member_"d

> ' o B

{

the current Level, 1f new reserves are not d1scovered Industry'est1nates for na

tural gas product1on for the year 2000 range from-80 to 130 mzlt1on toe.
* Even if the highest f1gure is- reached this represents a decline of 15%
compared with the maximum production figure attained in 1976.

, b)-Negotiations-on neu-impertatfon¥contracts

,“The forecast 1ncrease 1n naturaL gas consumpt1on is partly covered by

:long term contracts currentty am0unt1ng to 104 million toelyear over a per1o¢

'of 20 to 25 years, uh1ch have been concluded with the foLLowzng countr1es

"+ 0fficial Journal No. L 178 of the 9.7.75.
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. Million toe/a % . time
Csupply Supply
begins . ends.
1. Mlgeria | 43.6 419 1966+-84 - 2000 !
2. Norway 25 26.0  1977/78 - 1997/98 .
3. USSR : 18.2 17.5  1977/80 2000 |
4. Iran 7 7.4 1982 2004
5. Nigeria 7.0 6.8 .. 1986 2006
6. Libya a 2.5 2.4 1972~ 1992

waever these contratts aléne are not4sufficient,to Eeach.tﬁé 20% shére,qf
total energy consumption foreseen for 1985. Taking for example an average
3nérease_rate of 2 % per year for the donsumptipn of natural gas, a gap of
100 million T.0.E. can be expected around the year 2000 in the supply. This
gap, however, could increase to 150 million T.0.E. with a rate of 3 X%.

t

Certain contracts recently concluded in doubt

. Some of fhe contracts Listed in the table, with an annual -quantity of about 27

~ contracted. The Algerian government has declared a reluctance for the eprrt

million toe, can no longer be regarded.as firm. Amongst these is the contract

with the National Iranian Gas Comp. for which the future is doubtful. However,
even if work was restarted on the project, it is certain that gas deliveries
could not start ontime. For three contracts with Algeria, representing about

19 millbn toe it is uncertain if the gas will be delivered in liquefied form as’

of gas as LNG(Liquefied natural gas), because of the lLarge investment and associa=- I~

ted finance this requires.

Negotiations are under way and a final decision cannot be expected before mid
1980. The construction of one or two pipelines cfossing\the'Mediterranean sea
as .an alternative method of delivery wouLd not only increase the transportat1on
cost but also prevent the start of the deliveries foreseen until 1984,
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ffherefore the danger of a substanttal gap betueen actuat nataret gas
suppty patterns and the 1985 eb;ecttves, leadtng o suppty preblems 1n’” N 1
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N 'certaln regxens of the Communvty, eannet be excluded.
- . ) v N B ; s, - . N . N i ) . v . B ‘ ' :
¢~‘3.'3ecur1tyfef supply , e | 8 : : ‘ ‘ : . ;

. ) b i
\ fThe security of naturat ‘gas suppLy is est1mated to be high, ma1nLy due to the j
vll’large,gas resources Located within Commun1ty territory.  However,. the dependence?
,‘\en imports from‘non-member'countries is increasing very rap1dLy. In 19?5 ]
T at 6 % it was still rather small; for 1980 it is. estimated at 25 %; by 1985 it is
‘:"forecast at about 40 % and by 1990, @ f1gure of about 50" has tc be expected.

e s 1 e L i

"eva as forecast, 1nd1genous prcduct1on decreases and consumptton continues to

,,dncrease, a s1m1Lar dependence on gas imports will result at the end\of the cen~

\ tury as we currentLy have on oil.
~. 3

pfﬂ‘e rThe chmunvty is confronted w1th a difficult probLem. The dangerous dependence

OO SR

v ‘on oil: 1mperts can be reduced by turn1ng to natural” gas, aLthough it must be.
ensured that the reductxon in the dependence on 1mports of one fueL is not o

replaced by the same dependenee on 1mports of another.

{

'Therefore efforts have. f1rst£y to be d1rected to mavntarn adequate suppL1es : 3;
’ffrom indigenous resources.’ Although further 1mports are xndwspensable, they o
.~ must be kept w;th1n.acceptable L1m1ts.: A higher degree of d1vers1f1cat1on shouue‘
'aLso be‘attained Un1lateraL dependence sheutd be- avo1ded and suppl ies from "f
pok1t1cally stable and suitable Located couﬂtrwes 'should be strengthened .

“The Commission has charged ’independent experts to‘pursue deteiLed studies

- on ways of improving tne security ‘of supply; with the comptetﬁwwcfthese
stud1es, the Commission witl prepare a comprehensive report and submit the . .
fj;i conclus1ens made,together with su1tabte proposals, to the Counc1L.r o

b Common_act ions - B o , ‘ - . ‘k\
The na1ntenance of secure and durable supplies ef/neturdi gas te the Community
must be based on three main approaches : ‘ u

A o 2
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* = production within the Community ‘ ,
- conclusion of natural gas import contracts with non-member countries ‘
- development of substitute gases ' , - , i

@) Natural gas production within the Community

!
|
[
l

Proven recoverable reserves of natural gas within the Community amount

to about 3 billion toe. A substantial increase in production based on

these reserves seems to be unlikely. “ on the contrary the current

production rate of about 140 million toe will probably fall after 1985.
However, experts estimate the total natural gas potential of the CommUn{ty;E”
in particuLar on the continental shelf, rather optimistically. The
natural gaS‘iadustry estimates natural gas reserves in the thmunity;
recoverable up to the year 2000, at 5 to 5,5 billion toe. This pdtentiétb ;
should be utilised as rapidly as possible since although a subéténtial ' |
increase in production is unlikely, the forecast decline in produqtion

can be-postponed. The following is a -summary of areas of action.

i) There are, particularly in the North Sea, many known fields with,
! associated or non-associated natural gas,which are not connected -
to existing gaslines . The construction of suitable gathering Lines *

could make use of most of these reserves.

ji) In special cases the recovery of gas from isolated fields ‘can only. be
" achieved by the application of new technologies i.e. liquefaction,

methanol production or power generation on platforms.

iii) There are in the Community géotogical structures with known gas
reserves which cannot be exploited, because of the unsuitable pro-
perties of the rock stratum. New, but expensive, production methods.

can extract such gas.

jv) Hopes for natural gas reserves in deeper geological strata are also
expressed by experts. However drilling into such stata is very costly
and risky. - Suitable means should be developed to encourage such

expLoration'efforts.
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v) The cOmmun1ty s recoverable natural gas reserves uoutd be substant1atly

: increased over the next 10 to 15 years,if the above ‘actions were pursued. ;

k_ Extendzng the 1nd1genous reserves available to the

- the security of gas supply, and increase their tmespan.

Importat1on contracts with non-member countries

-

nDesp1te efforts to increase the product1on potential :
- the conclusion of new importagion contracts is inevitable, if the contr1bu-

1ior at least ma1nta1ned in“-the longer term.

+

Cammun1ty would 1mprove

i

s.

t
1
|
)

of the COmmun1ty,

tion of natural gas to the energy supply of the Commun1ty is to be expanded

: Knoen recoverabte worLd,gas,reserves are sufficient to meet the gréuing

;»demand < not onLy-fOr Europe - until the'next century.

’ problens do not - arise from 1nsu‘f1c1ent reserves but from :

\

= transport costs rapidly increasing with distance

Houever, suppLy

s uncertainty over whether countries with Large natural gas potehtial

are willing to export their gas

- = the need to avoid over-dependence on politically un

" The Commun1ty should ensure that imports- are d1vers1f1

but desp1te the recently concluded contract Wwith N1ger

,'d1yers1f1cat1on cannot be regarded as satisfactory.

stable regions,

ed as fas as possible
1a the current degree of
Further Opportun1t1es

for increasing the d1vers1f1cat1on of suppL1es in the medium term may be

offered by gas from Cameroun, Canada, Qatar and some other countrnes in the

Persian Gulf.

';From the po1nt of view of geograph1cat proximity and ¢

.Norway must bevregerqed as offering an exceptional opp

siderable natural gas reserves in the North Sea.

The Community 1s h1ghly interested in ‘the conctus1on 0

-.eontracts of naturat gas with Norway.

Lose economic: c00perat1on,
oftunity, with its con=

£ further 1mportat1on

of e !
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"Lline from the Noerth Sea - or possibly a pwpelwne crossing the Mediterranean
'from Algeria ~ could help t6 solve the medium term supply- probtem men=_
tioned under point 2 c. However, the 1mpLementat1on of the requested invest-

' ments, suppose enormous f1nénc1at means and can only be realised if the
‘Governments and industries concerned work in close mutual cooperation, mak1ng‘:,
use of Community's suitable financing instruments as, for\1nstance, the. |
European Investment Bank and the Ortoli fund. '

¢) Development of natural gas substitutes

Even increased effn~t on expLération for new natUraL gas reserves within
the Community .cannot prevent an increasing dependence on imports, which
could reach a dangerous degree by the end of the century. Conéequently
the Community should encourage the deveLopment of. subst1tute gases to

avoid this over-dependence.

i) In the medium term LPG (liquefied petroLeQm gas -‘Propane/Butang)COuLd
make a useful contribution. The supply of this hydrocarbon is
likely to increase rapidty in  the coming years, in particular

- from the Middle East ahd Algeria, bdt also ffom the North Sea.

Apart from its utilisation as a feedstock in thepetrochemical inQus:ry,
LPG may be employed on the energy markets of the Community'in'thpéé

ways :

- as an automotive fuel .

- to supply regions not connected to natural gas lines

- for extending natural gas supplies by mixing

The first use is only Likely to increase with more favorable
taxatioh treétment. * The second use could replace substantial -
quantities of fuel oil, in particular in rural régions..‘The third

use could increase natural gas supply by 5 to 10 X for a Lfmite‘y
pericd. This last possibilify could make a useful contribution to

a poss;ble shortfall in the m1d—e1ght1es.

ii) Inthe long term, coal gas1f1canon must be considered. Even though
the known technologies are not yet commercial, they must be further
A R L . . ./
developed together with new technologies, as for example the applica-

N

tion of nuclear heat or high pressure in=situ coal gasifcation.’
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to avo1d waste and encourage rat1onaL use.

i
LRENTEE

- Indeed the Commission is currently supporting a number of demonetration

projects in this. area but a useful contribution to gas supplies couLd onty

’ebe made by w1despread adopt1on of any successfulty developed technolog1es.

)

'Price?poticy

-~ Even if it is desirable that - u1th respect to secur1ng the total energy- .

'rsupply of the Community = natural gas supply should increase or at teast

maintain its position, naturat gas-shoutd‘be employed in -an economic and -
rational way. . o R

e

‘ A su1table pr1ce poL1€y and appropr1ate tariff structures present a means

Furthermore gas pr1ces should

vreflect supply costs on the wortd energy market.

- The Comm{ssion, in collaborefion with national administretions and the'gasf
;1ndustry, is currently preparwng appropr1ate recommendations. relat1ng 10 a
fconvergence of price poL1c1es in the natural gas. sector, uh1ch w1tL be sub=
Vmitted to the cOunciL in the near future.
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6. Conclusions

The Commwssmon proposes that the Counc1l should ‘endorse the foltow1ng gu1del1nes o -

for Commun1ty and national action with respect to the supply of natural gas.

a) DEVELOPMENT OF\INDIGENOUS,PéODUCTION

b) "

= an intensification of exploration effort in the Community,

Maintain and if possible increase the production of natural gas-in‘
the territory under the jurisdiction of the Member States.

This,implies:

= development of gas gathering systems, in particular in the North Sea,
- the explowtat1on of marg1naL fields of assoc1ated and non—assoc1ated
gas that are isolated or have a high inert gas content,
= encouragement for the deveLopment of very deep wells and the employment
of tertiary recovery methods,
- the application of new technologies in the areas of transport and storage.

DIVERSIFICATION OF GAS IMPORTS FROM THIRD COUNTRIES
Increased diversification of gas imports by '

- the development of new gas importation links with third couhtries,
giving the greatest stability of supply and diversification of sources
possible, ' '

- the encouragement of co—operation between the governments of Member
States and between gas undertakings for the reaLisationAof large

importation projects for supplies from third countries,

- optimal use of existing financial instruments in the Community with a
view to aid,as necessary, the realisation of'importation projects with
particularly heavy investment requirements, such as under-sea gas

pipelines and long distance LNG chains,

= the development of programmes,with~common interest in the framework of

economic cc—operation with producer countries,

= the qrov1ng participation of. the Community in the expans1on of the

world market in liquefied petroteum gas.
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