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BP/BNOC O I L TRADING 


You a s k e d a b o u t t h e t e r m s o f BP's p a r t i c i p a t i o n a g r e e m e n t . 


Under most p a r t i c i p a t i o n a g r e e m e n t s , o i l companies o p e r a t i n g 

i n t h e N o r t h Sea have t o s e l l 5 1 % o f t h e i r N o r t h Sea c r u d e t o 

BNOC. An e x c e p t i o n was made f o r BP. BP do n o t s u p p l y 5 1 % o f 

t h e i r N o r t h Sea o i l . I n s t e a d , t h e y use p a r t o f t h e i r N o r t h Sea o i l 

f o r s u p p l y i n g t h e i r a f f i l i a t e s a b r o a d , and t h e y make up t h e 

d i f f e r e n c e by s e l l i n g M i d d l e E a s t c r u d e t o BNOC. At t h e t i m e when 

t h i s was n e g o t i a t e d , i t was t o t h e a d v a n t a g e o f b o t h p a r t i e s : 

BP were g l a d t o have some e x t r a h i g h q u a l i t y c r u d e f o r t h e i r o v e r s e a s 

a f f i l i a t e s , and BNOC wer e i n t e r e s t e d i n h a v i n g some l o w e r g r a d e 

c r u d e t o b a l a n c e t h e i r o v e r a l l s u p p l y p o s i t i o n as w e l l . BP's 

commitment t o s e l l M i d d l e E a s t c r u d e t o BNOC i s now c a u s i n g them 

d i f f i c u l t i e s b e c a u s e o f l a c k o f s u p p l y , and be c a u s e t h e y o t h e r w i s e 

have t o buy i n t h e s p o t m a r k e t ( s p o t p r i c e s o f o v e r 50 d o l l a r s 

have been r e p o r t e d r e c e n t l y ) . B u t Mr. H o w e l l t h i n k s t h a t BNOC can 

n o t go any f u r t h e r i n a c c o m m o d a t i n g BP: i f "they were t o do so t h i s 

w o u l d e n d a n g e r t h e p l a n t o r a i s e £400 m i l l i o n by f o r w a r d s a l e s , 

and i t w o u l d a l s o - i n h i s v i e w - ^ e n d a n g e r o u r s e c u r i t y o f s u p p l y . ' ^ 
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From the Private Secretary 24 O c t o b e r 1979 

The P r i m e M i n i s t e r has r e a d y o u r l e t t e r o f 19 O c t o b e r a b o u t 

BP/BNOC o i  l t r a d i n g . 


A l t h o u g h t h e P r i m e M i n i s t e r u n d e r s t a n d s t h a t n e g o t i a t i o n s 

b e t w e e n BP and BNOC a r e c o n t i n u i n g , she i s v e r y c o n c e r n e d a b o u t 

t h e d i f f i c u l t i e s w h i c h BP a r e f i n d i n g t h e m s e l v e s i n . W h i l e she 

a p p r e c i a t e s t h a t any f u r t h e r a c c o m m o d a t i o n b y BNOC may p u t a t r i s k 

t h e p l a n t o s e l l o i l f o r w a r d , she i s n o n e t h e l e s s most c o n c e r n e d 

t h a t BP's o b l i g a t i o n s u n d e r i t s p a r t i c i p a t i o n a g r e e m e n t may 

e f f e c t i v e l y be f o r c i n g i  t i n t o t h e s p o t m a r k e t . The P r i m e M i n i s t e r 

w o n d e r s w h e t h e r , i n o r d e r t o b a l a n c e t h e i r b o o k s , BP m i g h t 

t h e m s e l v e s be a b l e t o s e l l on t h e s p o t m a r k e t some o f t h e o i l w h i c h 

t h e y a r e g e t t i n g f r o m BNOC. I n any c a s e , t h e P r i m e M i n i s t e r 

b e l i e v e s t h a t t h e w h o l e a r r a n g e m e n t b e t w e e n BNOC and BP needs t o 

be l o o k e d a t a g a i n u r g e n t l y , and m o d i f i e d f u r t h e r i  f p o s s i b l e . 


I am s e n d i n e c o n i e s o f t h i s l e t t e r t o P a u l L e v e r ( F o r e i g n 

and Commonwealth O f f i c e ) , Tony B a t t i s h i l l (HM T r e a s u r y ) and 

M a r t i n V i l e ( C a b i n e t O f f i c e ) . 


T. P. LANK ESTER 

W.J. B u r r o u g h s , Esa., 

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



