
PRIME MINISTER 


BP/BNOC NEGOTIATIONS 


You w i l l be g l a d t o know t h a t BP and BNOC have now agreed t h e 
p r i n c i p l e s o f new o i l t r a d i n g arrangements  i n 1980 - 8 2 . These 
i n v o l v e s u b s t a n t i a ] new suppJy commitments from BNOC to~BP, 
l e a d i n g t o breakeven  i n 1982 i n t h e net supply p o s i t i o n . For 
i t s p a r t , BP w i l l d e d i c a t e i t s UKCS p r o d u c t i o n t o the UK t o 
the e x t e n t necessary t o i n s u l a t e i t s UK r e f i n e r i e s from any 
s h o r t f a l l i n i n t e r n a t i o n a l s u p p l i e s and has f u r t h e r undertaken 
t o commit any r e m a i n i n g balance o f i t s UKCS p r o d u c t i o n t o 
ot h e r UK req u i r e m e n t s i n t h e event o f a UK supply s h o r t f a l l . 
BNOC has met BP's wish t o c o n f i n e i t s t r a d i n g r e l a t i o n s h i p s 
w i t h BP t o BP O i l , the UK r e f i n i n g company, and BP T r a d i n g , 
the i n t e r n a t i o n a l supply company. BP has agreed t o make 
an advance payment of £300^ m i l l i o n t o BNOC i n the c u r r e n t 
year - a s u b s t a n t i a l c o n t r i b u t i o n t o th e t a r g e t o f £400 - £500 
m i l l i o n which we have agreed BNOC should r a i s e by these means." 

Much work remains t o con v e r t these p r i n c i p l e s i n t o 

b i n d i n g c o n t r a c t s , b ut we can be w e l l s a t i s f i e d w i t h t h e 

achievement of t h i s agreement i n p r i n c i p l e (which the BP 

Board has now endorsed). I t w i l l p r o v i d e a b a s i s f o r a 

much b e t t e r r e l a t i o n s h i p between the two o r g a n i s a t i o n s . 


My Department has been a s s o c i a t e d w i t h the n e g o t i a t i o n s 

and HMG i s n e c e s s a r i l y a p a r t y t o some p a r t s o f t h e 

arrangements. We are i n v o l v e d i n a f o r w a r d commitment o f 

r o y a l t y o i l t o BP and, a t BP's r e q u e s t , w i l l be c o n s u l t e d i n 

th(J I'VUril l l l a l BNUU needs _to e x e r c i s e i t s r i g h t t o t e r m i n a t e 

p a r t o f i t s commitment t o BP T r a d i n g i n t h e i n t e r e s t s o f 

n a t i o n a l s e c u r i t y o f supply. The c o n t r a c t u a l form of t h i s 

l a s t arrangement w i l l need t o be drawn w i t h care t o minimise 

the p o t e n t i a l EEC r i s k s and t h i s has been v e r y much i n t h e 

minds o f the n e g o t i a t o r s on b o t h s i d e s . Indeed, BP had t o 

s a t i s f y themselves t h a t t h e t o t a l package works s u f f i c i e n t l y 

t o t h o advantage o f the Group as a whole t o j u s t i f y t h e new 


. elements o f UK s e c u r i t y o f supply which i  t c o n t a i n s . For 

| my p a r t , I am s a t i s f i e d t h a t a good j o b has been done i n 


r e c o n c i l i n g the o b j e c t i v e s o f s u b s t a n t i a l l y i m p r o v i n g 

supply p o s i t i o n o f BP, r a i s i n g cash by fo r w a r d s a l e s and 

sa f e g u a r d i n g n a t i o n a l s e c u r i t y o f supp l y . 


I am sending copies o f t h i s minute t o our co l l e a g u e s on 

0D(E) and t o S i r Robert Armstrong. 
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From the Private Secretary 

RP/BNOC N e g o t i a t i o n s 


The P r i m e M i n i s t e r h as r e a d y o u r S e c r e t a r y 

o f S t a t e ' s m i n u t e o f 5 November on t h e above 

s u b j e c t . She has n o t e d t h a t BP and BNOC have 

now a g r e e d t h e p r i n c i p l e s o f new o i l t r a d i n g 

a r r a n g e m e n t s f o r t h e y e a r s 1980-82. 


I am s e n d i n g c o p i e s o f t h i s l e t t e r t o 
P r i v a t e S e c r e t a r i e s t o members o f OD(E) and 
t o M a r t i n V i l e ( C a b i n e t O f f i c e ) . 

W.J. B u r r o u g h s , E sq., 

D e p a r t m e n t o f E n e r g y . 



