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" Updating of the Commission Communication to the Council

ii _v“ S z,"cbncerning "Community Action in'the.naturat gas supply

: SR if sector” (COM(80)295 final of the 2nd June 1980). N
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L ’Kf'Because of time constraints, the Council couLd-on(y begin to examine this -
E; ' ”'Commun1cat1on at the begwnn1ng of October, wh1ch Leads to the need to '

SR “.updat ‘e the document. '
ffThe mod1f1cat1ons proposed concern certain numer1cal data and textuaL
's’amendments to sections which have become outdated or 1nappropr1ate ow1ng

- to_recent developments.~. | | |

?j " The foLtowing;modificattons are‘prOposed by this updating :

‘ :‘epage 2 Eara , L1ne 2 2 repLace 4,5 by 3,5 7 |
j_f; - . - para2, line 1: repLace "however we have to expect a sharp decrease"

: ‘iE  ] - - ' by "we expect a decrease" N , ,

7 e . line 3 : replace 1% by 2,2 % o -
: f§e7}fp- . ‘jc ”: Line -5 : replace "begin to decline” by "to stop. grow1ng"

B -para 4 (2a), Uine 6 3 replace “stagnation" by "fall" .
%‘??;5?32'v*f:‘ PR *Lline 7 1 repLace "more rapid decrease” by "further decL1ne"
R B _Line 8 replace "by" by “after"
| . para 5‘(2b) : change t1tte to "Ex1st1ng 1mportat1on contracts .

r Lline 2 ‘repLace 104 by 110. -
ﬂ‘ page 3 : Table on’ "NaturaL Gas Import Contracts w1th Th1rd Countr1es .
; -0 ALger1a / M1ll1on toe/a repLace 43.6 by 49.5
% ‘tfﬂ*f'rThe percentages then become :]’ g
R ALger1a Coes0 <
L S, USSR 16.6 SR ’
E w0 Iran .. T.0 .

. r- Nigeria 6.4

.. Lkibya 2.3

" para 1, line 1 : replace “reach” bi,"maintain" i
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Jﬁage's, gara 1 replace the sentense begznn1ng e S S
| ”Taking for: exampLa..." by tha»:nntence “A sunpty gap o# 100 to
“5150 mwttnon toelyr - m1th the grouth rate in consumpt1on assumed"-

»e

**1s expected to deve{op by the year 2000. ' .
e »

, e : . TS SEL e o
féara 2’(2:) L1ne S reﬁlace the tast tuo sentences beg1nn1ng'- "For A
<. three contracts.;." by "For three cantracts uath Algetua,
,;“fgrepresentang about 19 m1ll1on toe, SONATRACH has 1ﬂf0fﬂ9d
Lﬁf[the undertak1ngs concerned that 1t haS'decided agaanst '
?%del1ver1ng the gas in liquid form due to d1fficult1es
assocaated uith L1quefact10n. Talks are- be1ng hetd,

'.1t 1s not certaxn that an atternat1ve solutianfcan be foun

Kugara begwnnang "Negot1ataons .are under way...
: ' w‘- deieted e e

‘age 4, gara iane 2 reptace ”patterns and the 1985 objectaves by "and demand“

rep{acg FLprobiems" by ”d1ff1culttes"<7

u'ggra 35 beginnzng "If, as forecast... ;- deleted.-m

“ggga 4= i1ne 3 replace‘“imports of 0ne fuet“ hy "aul" ST
J iane*4 V~reptace,‘“th@ same dasendeﬁae on impcrts a# annther bx

‘"a new dependence on- natural gas W’

.ég s.flrnew? 5 replace “has charged 1ndependent,exaerts toupursue
Sl by " 1s pursuing“. ffﬁ : .

Emge 5, gara (éa), Line 4 : replace 140 by 136, deLete "after 1985"*4

5H&ge 6, para 1 (v) : delete. {v) "and alwgn paragraph to margznu S e

: ; sectian b change ~wtle to ”&ew 1mportat1on centracts to aonciude with
nncn-memher countrwes"' : CRN

'” introduce betueen the f:rst and second hyphen a'new hyphen,
'1 -the pr1c1ng polwcy whzch may be fOllOHed by producer °°““t'iesu
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 page

E‘;‘}-page’8,} para 3 :

g The Comm1ss1on Commun1cat1on to the Counc1l concern1ng "Commun1ty Actions in the
2 atural gas supply sector (Doc. COM(80)295 finaD of 2° June 1980, duly updated,.
S is annexed | to th1s communicat10n. i : L e
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. sources Wwill wish to export the1r naturat gas, prefer1ng to .
‘add a new paragraphe to the bottom of page 6, "Negotfatiohs‘
9 -3 - , , e : . '
40 10" m/yrof gas from North West Siberia (the IAMAL peninsular).

; para 1, last Lline : reptaoei"OrtoLi,fund" by "Neu,Community’Instfument".v‘

'replace the sentence beginning "Furtbermore, gas prices.;."‘by :

'for compet1t1ve energies.’
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the second hyphen becomes,

" - uncerta1nty over whether countr1es with large hydrocarbon

export 01L and conserv1ng tie gas for their own. needs.

LS

are currentty under way between certa1n gas undertak1ngs of the
Commun1ty and the USSR for the‘1mportat1on by nipeline of about

-

L~

‘

"Gas prices on the consumer market should take account of the przce'x




_;fIntroduct1on L T 1 ~.;1

:*ffAt ‘the hegznnwng of49?9, the Comm:ssaon presented to the Energy COmm1tteefﬁff“
ija ‘detailed report entztted "Naturat gas4suppl1es and prospects 1n the £0m~ v;,ff
7.mun1ty”:\*9The Energy Commattee -asked for examtnat1on of the repart by ex-
ﬁ ]perts'of the governments and the 1ndustry concerned as the ‘basis for subse-
¢jquent proposals by the COmmassaon to the Councut for actwon on a tommunxty

QQand national bas:s. “The' present Commun1cataon takes account of these furtherft
Zxconsultatwons- The COmm1ss1an asks the counc1L to endarse its conctus1ons.,‘“ :

'fThe maiq_resﬂlts(of ;his;report are as follbus HE

ijﬁ;’?heffcle”of nafurat;gas in‘thejenergi‘sﬁppty of‘:the*toﬁﬁunéty'  T
; 81nce the 1nceptzon of the Communaty, the share of natural gas 1n total
\'t;;primary energy consumption has contwnually groun to reach a current prcpor-iﬂ
"~ tion of 18.%, or in absolute terms a thurty-fold 1ncrease from 6 million .
«"'*toe to nearLy 180 million toe in- 20 years. - Natural gas has almost- reachedfi
~¢pfthe same proport:on 1n the Energy‘balance for the Commun1ty as coal. :

”{f;One of the common energy pol1cy ob;ect:ves set by the Councal on 17.12 74
__'f*uas fbr\natural gas to achaeve an- 18 z share of total energy consumptzon
’;f]by 1985 Thas figure has already been attained and it is evndent that
VE‘naturaL gas helped: szgn:fvcantly 1n reducang the dependence of- the ;
‘itommunity on 1mported o:l by 13 % since 1973._;;4,,.'“‘y {g¢;';p vﬁ‘f'”~/
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Up tJ 1985 a further 1ncrease1n naturaL gas consumpt1on by the Communlty
of nearly 2,5 % per annum 1s foreseen. S1nce the ‘growth rate 1r!totaL
energy consumption is Likely be Lower, natural gas couLd reach a 20 % share
N of total energy consumption in 1985, thereby continuing its role in reduc1ng the!
A Commun1ty s dependence on oil 1mports. L B »
~, . _ , . ‘ e e
By the mid 80's , We expect a décrease ‘an growth rates
for naturaL gas consumption. The national obJect1ves for 1990 of the Member ’
»/States show an average annuaL growth rate of 2.2 % from 1985 to 1990. Conse- ,
o quentLy the share of naturaL gas 1n the energy balance for the Commun1ty 1s
L1keLy to- stop grow1ng. ' a '

Pr1or1ty for naturaL gas usage should therefore be given to premium uses (eg.‘7
h usehold and small consumers). The Council Directive of the 13th February
1975 *) requiring Member States to submit for author1sat1on, which 1s only A
‘ g1ven under certa1n conditions, proposals for the new use of gas in. power o
B stat1ons, is c0ns1stent with this poL1cy. R ~ ' - N

- B P

: : 2. The causes oT the forecast changes in trends - s 7..,‘ ;\1;f
a) Decrease in product1on w1th1n the Commun1ty
:db“i: \The rap1d expans1on of naturaL gas suppL1es over two decades,at times

' w1th extremely high rates of growth, arose ch1efly from'the extensive
o natural gas deposits in the Communwty itself, nameLy in the NetherLands
- and Later in the North Sea. Production from the major gas fields has
’ -h,now LeveLLed off and is show1ng the f1rst 1nd1cat1on of beginning to de-

cline. The”obJect1ves of the Member countries indicate a faLL
- din natural gas productwon in the earLy e1ght1es and & ' further’ decL1ne after
1985.. By the end of the century the product1on could fall to hal f of

the current tevel, if new reserves are not discovered. Industryest1natesfor nad}
‘tural gas product1on for the year 2000 range from 80 to: 130 m1LL1on toe. - ‘
- -Even if the highest figure is reached thts represent8~a decL1ne of 15%
;}chpared‘ with the,maXimum production figure attainedlinv1976.«
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b) “Existing 1mportat1on contracts u.7f f?'f;‘f S e e
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The forecast increase. 1n natural gas consumption is partly covered by

long term contracts currentLy amount1ng to110 - m1tl1on toe/year over a per1od”fh\
*'{ of 20 to 25 years, nhwch have been conctuded with the following countr:es

L
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m*‘contact with the Natzonai Iranian Gas Comp. for which the future 1s doubtful.,

B

27 million toe, ‘can no ionger be regarded as firm. Anongst these is “the

Houever, even if work was restarted on the project it is certain that gas

del1ver1es coutd not start on tmne. for three coatracts u1th ALgeraa,

vrepresentwng about 19 million toe, SONATRACH has informed the undertak1ngs

concerned that it .has decided aga1nst deiaverang the gas in L1qu1d form duei
to d1ff1cutt1es assocqated with liquefaction. Talks are being held, but it

PR

is not certaan that an alternatave solut1on can be fouud. o

- % Natural Bas] Import Contracts with Third Countries a : o]
ST k- . e A% o o ,‘;'_, PR e o | b
—— N ! ) : i N - . i
: oA  T51i5an*tneiai ) xr 1Y  time I
\ | supply | supply - |0
N begins | ends  f -
_ : | E ’/j . L - o ‘ B
1. Algeria SR L #9{5' {  45.0 1966-84 |} ZGOB S
(2. Nemway | 2 ] 222 | teTvmE | ’1997198' S
3. USSR ] 8.2 - 16.6 | 1977780 | 2000
4. Iran 1) 17 7.0 ] 1e82 | 2004
5. Nigeria | 7.0 | 6.4 |18 | 2006
6. Libya . | | 25 2.3 etz | 1992
. Hovever, these contracts alone are not suffwcwent to ma1nta1n the 20% share of >
total energy cnnsugptaoa foreseen for 1985. A supply gap of 100 to 150 m11t1i§
toe/yr ~ with the growth ‘rate in consumption assumed - is expected to devglpp‘A_ﬁ
by the year 2000. ' SRR .
5 é) ' Certain contracts recently concluded in dcqbt

'Some of the cnmtracts 1asted in the table, ﬂ1th an annual quantnty of about "",




. gas supply and demand,

‘The Community is coqfrented with a difficu[t problem.

"Therefore the danger of a eubstential gap between actualknaturaL
‘leading to supply difficulties in certain
regions of the Community, cannot be excluded. C -

~ e

’L
..

N

§gpur5ty of supply . R , - “‘v' e .

" The secur1ty of natural gas supply is est1mated to be h1gh, ma1nLy due to
’thealarge gas resources located u1th1n Commun1ty terr1tory.

However, the -

. dependence on imports from non-member countr1es is 1ncreas1ng very rap1dLy..
~In 1975 at 64 it was still rather small; for 1980 it is estimated at 25%;

. " by 1985 it is foreca t at about 40 and by 1990, a f1gure of about 50%
l'has to be expected.

The dangerous

Q'dependence on‘oiL imports can be reduced by turning to natural gas altnough
" it must be ensured that the reductiontin,the dependence on oil is not
‘replaced by a new dependence on natural gas.

- Therefore effdrts‘have,firstly to be directed to maintain adequate supplies
from indigenous resources.

must be kept within acceptable limits.

-A higher degree of diversification
should also be attained.

UniLateraL dependence should be avoided and’
supplies from politically stable and’ su1table Located countries should be

-strengthened.

. The Commission is pursuing detailed studies on ways of improving the

security of supply. With the completion of these stud1es, the Comm1ss1on

- Wwill prepare a comprehens1ve report and submit the conclus1ons .made,
'together with suitable preposals, to the Council.:

- Common act1ons - : AT '

. The maintenance of secure and durable suppl1es of natural gas to the
‘Commun1ty must be based on three main’ approaches o

.
L 3

ALthdugh further imports are indispensable, they

et e g R S Y o i g




f'/
S ;raﬂuct1on w;thin the Community ‘ , |
Lo ',- conclusion of natural gas import ccntracts with non~member countries’

- devetopment of substwtutﬁ gases e

A 5 ¥ - st S _,.;'~' , ,? R
Ll af Natural_gas productaon u1th3n the Communaty - } o SRR P

L S ) " oF S,

,",Proven recoverable reserves of natural gas wuthnn the Community amount
" .to about 3 billion toe. A substant1at 1ncrease in productwon based on -
these reserves seems to be unlikely. o on the contrary the currenti _
5product1on rate of about 136 million toe w1Ll probably fall. - B jj Q
,However, experts est1mate the total natural gas pntent1at of the Communwty,5gk o
in part1cular on the contanentat sheif, rather opt1m1st1catly. AQHThg P
natural -gas :ndustry estzmates natural gas reserves in the Communzty,»
irecoverable up to the year 2000, at 5 to 5,5 billion toe. This pOtEﬂt?al
“Vishould be utilised as rap1diy as possible s1nce although é substantial -
1ncrease in product1on s unlikely, the forecast dectine in productvon A

R :

e can be pcstponed. The . foLLow1ng is a summary of areas of action.

4> There are, part1cularly in the North Sea,mﬁny known f1e{d$ N1th SRESE W
associated or non-assocaated ﬂatural gas,which are . not connected
- to existing gast1nes .uThe censtruct1on of suitable gathering Lines B

&ﬁdm&uwamanfm&ewwwﬂ-  e o R

11) In specwat cases the recovery of gas from 1solated f1eLds can anly be',‘-
achieved by the application of new technotogwes 1.e.ylwquefactwon, =
: methanol production or power generat1cn on platforms. .

L '341) There are in the Community geotogical structures with known gas
Yoo reserves which cannotvbe»exploited,“hecause of the unsuitable pro- . R
perties of the rock stratum./ueu,,but expensive, production methods:

can extract such gas. o . SR o C T
Jiv)‘Hopes for natural gas reserves in deeperlgeologicai strata are élsb
. expressed by experts. However drallnng into such stat# is very costLy
- and risky.;_ Suitable means should be develaped 1o enccurage such

]

exptorat1on eff@rts,
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The Common{ty’S'recoverablexhaturaL'gas‘reservee would be substantially "‘ k{_\’

LA

increased over the next 10 to. 15 years, if the above actions were pursued ) ',' L

" . Extending the indigenous reserves available to the Community uou[d 1mprove
1)

" the secur1ty of gas suppty, and increase the1r t1mespan. . «, o8

..

;;New importation contracts-to conctude with'noo-member countries e
Despite efforts to increase the production potential of the Community,
the concLus1on of new 1mportat1on contracts is 1nev1tabte, if the contribution. :
of naturat gas to the energy suppLy of the Commun1ty is to be expanded or at »?v"

s 'Least ma1nta1ned in the Longer term. o~

‘»Known recoverabte world gas reserves are suff1c1ent to meet the grow1ng
ﬁ, . demand - not only for Europe - unt1l the next century. However, supply
.problems do not arise from insufficient reserves but from :
- transport costs rpa1dLy 1ncrea51ng w1th d1stance ;
- the pricing poL1cy which may be foLLowed by producer countr1es.

- uncerta1nty over whether countr1es with Large hydrocarbon sources will

“wish to export the1r naturaL gas, preferr1ng to export oil and conserv1ng
. . the gas for their own needs. ,
= the need to avoid over-dependence on poL1t1calLy unstable reg1ons.~

AR
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"lThe-Community should ensure that imports.are divereified as far as possible

g g it o

but;deépite the recentty conc luded contract with Nigeria the curreht degree of - §',
:;rd1vers1f1cat1on cannot be regarded as sat1sfactory. Further opportun1t1es -

'for increasing the d1vers1f1cat1on of suppL1es in the ‘medium term may be offered
»rby gas,from Cameroury Canada, Qatar and some other countries in the Persian GuLf.

<y a . . " - E -

et g RS AR

DU From the point of v1ew of geograph1cal prox1m1ty and close economic cooperat1on,

EORE

‘f,Noruay must be regarded as offer1ng an except1onal opportun1ty, u1th its con-\ dw;‘r.

"\s1derable natural gas reserves in the North Sea. The Commun1ty is hxghLy 1nterested» a

 in the conclusions of further 1mportat1on contracts of natural gas w1th Norway. »
;" .- . , e . . . \:. ) s ‘ o “r&—’

| "’Negot1at1ons are currantly under way between certain gas undertakwn of the Com
,ZV*’ mun1ty and the USaR for the 1mportat1on by p1pel1ne of aboot 40“109n3 of gas

- ‘from North West S1ber1a (The IA AL peninsula).

L t : SRR : T - R . e
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""V}Accelerated *deveLapmem: ef mégrnr new mpm'tat‘mn @m,;xa‘crs :suc:h as a fp‘ﬁ-
; Line from the x&wﬂq sea - m‘ pm"ml.y a sp:x:pehm musasmg the Meeﬁnerranean
- from Akgema - muhd fhvei@ to snzlm the meﬂwm tnﬂm suppiy pmbtem men— ‘

'y;_ Lo "f*yti:ened unée“r m’mt 2 c. Hnwwr,, #the ﬁmlmmtaﬁnn of the requefstad ‘»mwst-
| :"»»sments, supm:e ie;l‘
- Eam-mmenis and 1 tﬂes cms:ermd work ‘in close mutual. mapem‘tmﬁ, mkf “
use of Mmumty‘!s s:afitabie *fmancmg 1nstmmm§' »:as,, 'fm' instzanm, the

@WM Irwestmnt M Eﬂﬂ the Wqew mmmqty mxm v(,ﬂ.«’x:.l—.)- o >

rmus *fmamcmi means amﬂ scan mly be re;hsed 1‘f *Ehe

‘ ‘ "‘ ’ . L . ! . g ‘ *"A

hcg 'mimm: @f MWaL gas mamaes

- ICTeSSes etffnrt:mmiuratm fmmmralwmm mtmm
 the Comuunity _cannot preveat an increasing dependence on imports, which
. "mﬁﬁ reeach a ﬁamg:mws mgm by the “end mf m CENtUrY. cwama;y

| ﬁa«e ;mmzty mu mwage the miwx @&‘ Wama gasseas o

'$) 1n the medium term 178 i{iaweflad wmaim gas - mmfmmm
mawfulmawﬁm i %e:saml‘yaoftmsmzncm:s

: e lz&eiy tﬁ increase r@aﬂiy m m m:mg years, in ;parhmlar

S T T é‘m the Middle East and Mgaema, Bt aﬂ.m from the North, Sea..

-

) E
[ ]

M fm sts umhmnm u a fm@k mmmam my

";’».~mmiyﬂgmmmﬁmmﬁ gas’ iim
R ffm' ﬂtmm Wai gas mim bymm '

&e *hm ‘aise 1% m:l.y 133&:&3’ 1o increase with m‘e fm&h
t@xﬁtm tmtm: o m second. m m&.ﬂ r@m %m:mai
mmtam xaéf fmi mi 4n Mwuiar 4n rural zmgam- m third -

el - use oould imcrease natural gas supply by 5 to 1D X for a Llimited .
S AL period. :ﬂms Hast possibility could make a useful wm:rmam 1o
o a msswiae shortfall dn the mﬁﬁenmm_ :

§4) In ﬁ'sae Lang *tem, mal gamffuamn aust he mz*:swdermi, Even tﬁhaugh
' the known tachnnl.agws are not. yet commercial, they ;zwst be further |
d’ewelnpeﬁ tegem:er with new te:chnol:agves, as for exmpLe ;the anpl.'u:ta— ‘ ST
tmn of nuc&»em' heat or shtrgh greswre m"sﬂ;u mal ;gasﬁacatwn.

¢ gl ; N Cow L e TR, S o ste e e e L e e e PR




3

 maintain | 1ts pos1t1on, naturat gas should be employed in an economic and

"'rat1onal way.

r1ndustry, 1s currently prepar1ng approprwate recommendat1ons relating to a - - Uy

: mitted to the Counc1L in the near future. R

Indeed the Commission is currently supportingra'number of demonstration

kprojects in this area but a useful contribution to gas supptfes could only

be made by widespread adoption of any succeséfully deveLoped te;hnolbgies,

-,
. .e

Price policy o , . : a : T o .

Even if 1% is desirable that - w1th respect .to secur1ng the total energy .

°\supply of the Commun1ty - natural gas supply should increase or at least

l

(

!

A suitable price policy and abpropriate tariff structures present a means

to avo1d waste and encourage rat1onal use. Gas prices on.the cowsumer market

should" take account of the pr1ce for competitive energ1es.

The Comm1ss1on, in cotLaborat1on with nat1onaL adm1nxstrat10ns and the gas

. Convergence of price policies in the natural gas: sector, wh1ch will be sub~
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6. Conclus1ons

[

The Commission proposes that the Council should endorse the following guidelines

for Commun1ty and natﬁonal action wzth respect to the supply of natural gas.

a) DEVELOPMENT or INDIGENOUS PRODUCTION S .“;’V
Ha1nta1n and 1f poss1ble increase the production of natural gas in

~ bY ‘DIVERSIFICATION OF GAS IMPORTS FROM THIRD COUNTRIES
Increased diversification of gas imports by

-

the territory under the ,ur]sdwct1on of the Member States.

“Th1s implies:

-—

the appl1cat1on,of.neu technologieS'in the areas of transport and storage.

. v Lo e,
B e s o B s s et et o A i a8 52 b e e e e BB St e o i e

an 1ntens1f1cat1on of exploration effort in the Community, S
development of gas gather1ng systems, in particular in the North Sea, :
the explo1tat1on of margvnal f1eld° of assoczated and non-associated ’
gas that are 1solated or have a high inert gas content,

encouragement for the development of very deep uells and the employment
of tert1ary recovery methods,

the development of new gas 1mportat1on l1nks with third countr1es,
- giving the greatest stab1l1ty of supply and diversification of sources
posswble, ' ' ,' -

the encouragement of co-operataon betueen the governments of Member
States and between gas undertak1ngs for the realisation of large

1mportat1on projects for supplwes from th1rd countr1es,,[

opt1mal use of exlst1ng fwnanc1al 1nstruments 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 distante LNG~chains,

the development of programmes with common 1nterest 1n the frameuork of
economxp co-operat1on u1th producer countr1es,-

- the, grow1ng part1c1pat1on of the Commun1ty in the expans1on of the'
world market in liquefied petroleum gas. S e

~
-

®
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LT S . _-:10'_’. ‘ - ’ R
DEVELOPMENT OF SUBSTITUTE GAS , .
Increase the contribution of substitute gas to supply by:
- encourag1ng the gas1f1cat10n~of coaL,

- 1ncreas1ng the use of LPG (butane, propane) as peak supply gas
in public d1str1but1on networks and for suppLy1ng reg1ons without
'jsuth a netuork. ; CUERETTE R . i '
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