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OBJECTIVE 


1. To avoid linkage between the budget and energy. 


POINTS TO MAKE 


COMMISSION PAPER (ANNEX D) 


2. Commission's paper i s useful survey of energy scene and 


outlook since Strasbourg and Tokyo; reaffirms conclusions and 


broad p r i o r i t i e s outlined there; remains essential to keep 


developing s i t u a t i o n under close review and to sustain follow

up action. Helpful for Council conclusions to r e f l e c t t h i s . 


[If necessary] Energy Council i s considering the further 


actions proposed by the Commission (summarised in para 15 of 


their paper). U n t i l t h e i r examination i s completed, premature 


for European Council formally to endorse the proposals; but 


European Council might wish to emphasise importance of these 


decisions and encourage early decisions. 


IEA MINISTERIAL MEETING 


3. Have agreed US proposal for an IEA M i n i s t e r i a l meeting in 


December. Important that i t s results strengthen the hand of the 


more moderate members of OPEC at the Caracas meeting and beyond. 


We should therefore emphasise continuing IEA e f f o r t s to r e s t r a i n 


demand and make best use of scarce resources and avoid giving the 
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impression of a panic r e a c t i o n to events in Iran. 


OIL IMPORT TARGETS 


4. Community's commitment to o i l import t a r g e t s broken down 


between member s t a t e s i s very important: to convince the o i l 


producers that we are i n earnest about s a v i n g o i l , and to 


b o l s t e r the r e s o l v e of the US and Japan, i n p a r t i c u l a r , to 


adopt s e n s i b l e energy p o l i c i e s . 


5. The UK has made a major c o n t r i b u t i o n to t h i s e x e r c i s e by 


a c c e p t i n g a t a r g e t of net imports of 12 mt f o r 1980 and net 


exports of 5 mt f o r 1985. T h i s i n v o l v e s a l l o w i n g other Member 


S t a t e s to take i n t o account in t h e i r own t a r g e t s 29 mt e x t r a 


o i l f o r 1980 and 46 mt f o r 1985, w i t h i n the agreed Community 


l i m i t of the 1978 l e v e l of 472 m tons. (For Defensive Use i f 


Necessary) If UK net exports are higher- than 5 mt in ]'J85, and 


our p a r t n e r s simply i n c r e a s e d t h e i r imports by that, amount, the 


value of our commitment to o i l s a v i n g would be i n doubt. V i t a l 


u n d e r l y i n g i s s u e i s s e r i o u s n e s s of our e f f o r t s to r e s t r a i n 


domestic consumption, to which UK f u l l y s u b s c r i b e d . 


REGISTER OF OIL IMPORTS 


6. Wait to see how t h i s works bef o r e d e c i d i n g whether other 


measures are r e q u i r e d . Confused spot market i s a symptom. Main 


need i s to t a c k l e the cause - the u n d e r l y i n g imbalance between 


supply and demand. 


CONTACTS WITH PRODUCERS AND PRESIDENCY CONCLUSIONS 


7. European C o u n c i l should r e a f f i r m i t s b e l i e f i n long term 


advantages of c o n t a c t s between consumers and producers. EEC/ 


G u l f d i a l o g u e may be a u s e f u l o p p o r t u n i t y f o r . c o n t a c t . Hope t h i s 


w i l l be r e f l e c t e d i n the P r e s i d e n c y ' s c o n c l u s i o n s . 


8. More g e n e r a l l y , P r e s i d e n c y ' s c o n c l u s i o n s might u n d e r l i n e 


the importance that the C o u n c i l a t t a c h to energy matters. 
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C o n c l u s i o n s s h o u l d r e a f f i r m commitment t o energy c o n s e r v a t i o n 


and development o f o t h e r energy s o u r c e s such as n u c l e a r , c o a l , 


and i n the l o n g term, new s o u r c e s . S h o u l d a l s o r e a f f i r m need 


f o r c o o p e r a t i o n w i t h o t h e r i n d u s t r i a l i s e d s t a t e s i n e x i s t i n g 


i n s t i t u t i o n s . 


LINKAGE BETWEEN THE BUDGET AND UK ENERGY POLICY 


9. Our case on the budget s t a n d s on i t s own. We share w i t h our 


p a r t n e r s an i n t e r e s t i n s e c u r i n g a c c e s s t o adequate s u p p l i e s o f 


energy, and w i l l p l a y our f u l l o a r t i n d i s c u s s i o n s t o t h a t end. 


Even when we produce as much o i l as we use we s h a l l need t o 


e x p o r t and import o i l t o ensure s u p p l i e s o f the v a r y i n g q u a l i t i e s 


we need. We are not s h i e l d e d from developments i n the w o r l d o i l 


market. We s u f f e r from w o r l d energv s h o r t a g e s and economic and 


t r a d e r e c e s s i o n . 


COAL (DEFENSIVE) 


10. The UK i s w e l l aware o f the r o l e t h a t c o a l can p l a y . That 


i s why Da v i d H o w e l l wrote t o Corrimissioner Brunner. We w i l l do 


our b e s t w i t h our p a r t n e r s t o t a k e d i s c u s s i o n o f a Community 


c o a l p o l i c y f o r w a r d . 


NORTH SEA OIL - EXPORTS AND PRICES (DEFENSIVE) 


11. ( S p e a k i n g notes and background, i n c l u d i n g f i g u r e s , on 


e x p o r t s of Nor t h Sea o i l a re at Annexes A and B. A note on 


how we s h o u l d h e l p the Community i n a s u b c r i s i s and c r i s i s i s 


a t Annex.C). About h a l f our p r o d u c t i o n i s e x p o r t e d , and over 


h a l f t h e s e e x p o r t s - 28 per cent o f t o t a l p r o d u c t i o n - goes 


t o our Community p a r t n e r s . Western Europe i s n a t u r a l o u t l e t 


f o r N o r t h Sea o i l . To seek t o d i r e c t more o i l t o the Community 


&s d i s t i n c t from our i n f o r m a l g u i d e l i n e t h a t o i l e x p o r t s go to 


EEC and IEA) would provoke j u s t i f i e d c o m p l a i n t s from o t h e r 


c o u n t r i e s . 
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12. It is sometimes suggested that North Sea o i l should be 


sold at less than the market price for term contracts. UK 


consumers do not receive North Sea o i l at p r e f e r e n t i a l prices; 


we cannot consider such arrangements for the Community. We 


do not have powers to f i x North Sea prices, If we sought to 


do so, we would produce: 


(a)	 a reaction l i k e l y to diminish our production and 


exploration e f f o r t in the North Sea - to no-one's 


benefit; 


(b)	 a dual market system with a l l the disadvantages and 


d i s t o r t i o n s recognised at Tokyo in respect of US 


p o l i c i e s ; and 


(c)	 p r o f i t s to the f i r s t purchaser, of lower priced o i l 


which, in conditions short of t o t a l market control, 


would be more l i k e l y to benefit trader than consumer. 


Other member states are not expected to s e l l the products of 


t h e i r natural resources to the Community at below world prices. 


See no reason why energy should be d i f f e r e n t l y treated. North 


Sea o i l does not lead the world market; i t fcil^lows^ prices set 


by other producers of si m i l a r high quality crude. The recent 


announcement of price increases by North Sea producers followed 


announcements of r i s e s by Algeria, Libya and Nigeria. They and 


other major North Sea producers do not s e l l on the spot market 


or at spot prices. This shows commendable r e s t r a i n t . 


BNOC DISPOSALS (IF RAISED) 


13. BNOC's di r e c t sales to Community countries are r e l a t i v e l y 


small. This i s because when BNOC entered the market in 1978 o i l 


was p l e n t i f u l and most Community buyers preferred to stay with 
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t h e i r t r a d i t i o n a l s u p p l i e r s . Now that s u p p l i e s are s h o r t , 


p o t e n t i a l buyers f i n d BNOC f u l l y committed f o r the whole of 


next year and f o r some time beyond. There has been no 


d i s c r i m i n a t i o n a g a i n s t our Community p a r t n e r s - they simply 


f a i l e d to take t h e i r o p p o r t u n i t y . 

— . " " 

BNOC/BP CONTRACT (IF RAISED) 


14. Understand that t h i s c o n t r a c t s u b j e c t of comment i n 


'Le F i g a r o ' 24 November, was not an export, but s a l e to T o t a l 


f o r r e f i n i n g i n t h e i r UK r e f i n e r y . BNOC were ready to renew 


but T o t a l could not agree terms w i t h i n the d e a d l i n e . , ^ 


Consequently the o i l was s o l d elsewhere. 


DEPLETION POLICY (DEFENSIVE) 


15. P r o d u c t i o n has developed r a p i d l y s i n c e the f i r s t l i c e n c e s 


were i s s u e d i n 1964. Would aggravate the problems f a c i n g both 


o u r s e l v e s and the Community, when our p r o d u c t i o n turns down i n 


the l a t e 1980's i f we used up out l i m i t e d hydrocarbon re s o u r c e s 


too r a p i d l y . Impossible to estimate with c e r t a i n t y what our 


f u t u r e p r o d u c t i o n w i l l be. Our p u b l i s h e d f o r e c a s t s take no 


account of d e c i s i o n s on gas f l a r i n g . We made a s i g n i f i c a n t 


c o n t r i b u t i o n to ea s i n g the o i l supply s i t u a t i o n t h i s year by 


a l l o w i n g our p r o d u c t i o n to go ahead without f l a r i n g r e s t r i c t i o n s . 


T h i s i n c r e a s e d North Sea o i l p r o d u c t i o n by 7 - 8 m tonnes. 


But t h i s was a waste of resources which we cound not, i n the 


i n t e r e s t s of the UK and the Community, allow to continue. 


BNOC FORWARD SALES (DEFENSIVE) 


16. The Government decided that BNOC should make a s u b s t a n t i a l 


c o n t r i b u t i o n to redu c i n g the PSBR. BNOC proposed and the 


Government accepted that t h i s should be pro v i d e d by t h e i r o b t a i n i n g , 


as p a r t o f t h e i r normal commercial b u s i n e s s , advance payments f o r 
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a minor p a r t o f t h e i r d e l i v e r i e s f o r the coming y e a r . The 


d e t a i l e d arrangements a r e a matter f o r BNOC and the companies 


concerned. Not a p r e c e d e n t f o r OPEC whose d e c i s i o n s w i l l 


depend on t h e i r assessment of t h e i r own i n t e r e s t s . 


ECE ( I F RAISED) 


17. Not a g a i n s t East-West High L e v e l M e e t i n g a t some s t a g e and 


on the r i g h t c o n d i t i o n s . Suggest t h a t the Community s h o u l d 


d i s c u s s t h i s a g a i n next year when we can b e t t e r judge how 


w i l l i n g E a s t e r n c o u n t r i e s might be t o d i s c u s s m a t t e r o f concern 


to the West. 


POSSIBLE MEETING OF SUMMIT ENERGY MINISTERS ( I F RAISED) 


18. We need t o be c a r e f u l about i n s t i t u t i o n a l i s i n g the Summit 


which does not i n c l u d e a l  l members of the Community. We s h o u l d 


c o n c e n t r a t e f i r s t on making as much p r o g r e s s as p o s s i b l e a t the 


December IEA meeting and keep the s i t u a t i o n under c l o s e r e v i e w . 


Can l a t e r c o n s i d e r the need f o r any f u r t h e r meeting. 


ENERGY OVERLORD ( I F RAISED) 


19. Energy i s indeed i m p o r t a n t , but seems d e s i r a b l e t o f o l l o w 


Community's normal p r o c e d u r e s f o r d e a l i n g w i t h i t  , through 


P r e s i d e n c y and o t h e r i n s t i t u t i o n s . [ I f n e c e s s a r y ] Idea c o u l d 


be examined by Energy C o u n c i l i  f o t h e r s wished, but f r a n k l y 


doubt whether i t i s a p r a c t i c a l p o s s i b i l i t y . 
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BACKGROUND 


IEA MINISTERIAL MEETING 


1. The US have put f o r w a r d i d e a s on how the demand l i m i t a t i o n 


e f f o r t s o f the IEA c o u l d be s t r e n g t h e n e d , based on e s t a b l i s h m e n t 


o f n a t i o n a l 1980 t a r g e t s t o be m o n i t o r e d r e g u l a r l y and p o s s i b l y 


r e v i s e d downwards, i f the s u p p l y s i t u a t i o n w a r r a n t e d i t . These 


i d e a s a r e b e i n g examined by o f f i c i a l w o r k i n g groups i n advance 


of a December m i n i s t e r i a l meeting. Though not an IEA member 


France may be i n v o l v e d , and we would welcome i t  . 


OIL IMPORT TARGETS 


2. Agreement has been reached i n the Community on n a t i o n a l 


t a r g e t s f o r 1985. UK t a r g e t of net e x p o r t s o f 5 m tonnes. 


T h i s a l l o w s the r e m a i n i n g 8 c o l l e c t i v e l y t o exceed t h e i r i m p o rt 


l e v e l o f 1978 by 46 m tonnes i n 1985 w i t h o u t e x c e e d i n g the 


Community's i m p o r t s of 472 m tonnes i n 1978. Agreement i s 


near on 1980 n a t i o n a l t a r g e t s w i t h a UK t a r g e t o f 12 m tonnes 


net i m p o r t s . The Germans have s a i d t h a t they do not b e l i e v e 


t h a t the UK i s f l e x i b l e enough i n t h i s e x e r c i s e , c l a i m i n g t h a t 


t h e i r d e c i s i o n a t Tokyo was based on an assumption of UK net 


e x p o r t s o f 23 m tonnes i n 1985. We d i d not commit o u r s e l v e s 


t o t h i s f o r e c a s t a t Tokyo o r a t S t r a s b o u r g . We made i t c l e a r 


a t the meeting of Summit Energy M i n i s t e r s on 26 September t h a t 


i f UK net e x p o r t s exceeded 5 m tonnes i n 1985 t h i s would be a 


m a t t e r f o r UK and would not a f f e c t the i n d i v i d u a l n a t i o n a l 


t a r g e t s of o t h e r member s t a t e s . T h i s was an e s s e n t i a l f e a t u r e 


'of	 the u n d e r s t a n d i n g reached then w i t h the Americans and cannot 


be u n p i c k e d now. Moreover a commitment t o e x p o r t i n exce s s o f 
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5 m tonnes would l i m i t the Government's freedom of a c t i o n i n 


d e c i s i o n s to be taken s h o r t l y on d e p l e t i o n p o l i c y . The 


French have c r i t i c i s e d i m p l i e d r e d u c t i o n i n UK p r o d u c t i o n 


f o r e c a s t s u n d e r l y i n g our 1980 t a r g e t , and have suggested that 


i n c r e a s e d North Sea p r o d u c t i o n c o u l d p r o v i d e a margin of 


s e c u r i t y w i t h i n the 472 m tonnes Community t o t a l , with 


i n d i v i d u a l n a t i o n a l t a r g e t s being r e v i s e d downwards. (The 


Germans made a s i m i l a r s uggestion on 1985 t a r g e t s ) . There 


has been no support f o r t h i s i d e a from other Member St a t e s 


who are a g a i n s t changing the 1980 f i g u r e s . 


REGISTER OF OIL IMPORTS 


3. T h i s was the other main p r a c t i c a l measure decided upon i n 


Tokyo and Strasbourg. Community has adopted a r e g u l a t i o n 


s e t t i n g up the r e g i s t e r i n p a r a l l e l with IEA r e g i s t e r , d e a l i n g 


i n i t i a l l y only with crude. The French have pressed f o r a 


r e g i s t e r f o r pr o d u c t s . Community aimed to take a d e c i s i o n on 


t h i s b e f o r e the end of 1979, but i n p r a c t i c e t h i s w i l l not now 


be p o s s i b l e . The European C o u n c i l should not get i n v o l v e d i n 


d i s c u s s i o n of an expanded r e g i s t e r . 


LINKAGE BETWEEN THE BUDGET AND UK ENERGY POLICY 


4. Our p a r t n e r s suspect us of adopting a s e l f i s h a t t i t u d e 


towards our energy r e s o u r c e s . The Germans, i n p a r t i c u l a r , 


have c r i t i c i s e d us f o r a l l o w i n g North Sea p r i c e s to r i s e while 


Saudi A r a b i a , f o r example, s t i c k s to the p r i c e i t accepted at 


the June OPEC meeting. Others may endeavour to l i n k c o n c e s s i o n s 


to us on the budget with moves by us to help them over energy. 


For t a c t i c a l reasons we may wish not to sound too negative at 


8 


CONFIDENTIAL 



CONFIDENTIAL 


D u b l i n - b u t t h e h e l p f u l g e s t u r e s w h i c h we c o u l d make a r e 

s e v e r e l y l i m i t e d b e c a u s e o f t h e i m p o r t a n c e o f UK s e c u r i t y o f 

s u p p l y a n d f o r t h e r e a s o n s s e t o u t i n t h e P o i n t s t o M a k e . 

O u r r e s o u r c e s a r e s u c h t h a t s u p p l i e s o f o i  l f r o m t h e UK 

C o n t i n e n t a l S h e l f m u s t o f n e c e s s i t y a l w a y s be s m a l l i n 

r e l a t i o n t o o u r p a r t n e r s l e v e l s o f c o n s u m p t i o n . I t i s 

i m p o r t a n t , t h e r e f o r e , n o t t o r a i s e u n r e a l i s t i c e x p e c t a t i o n s . 

COAL 

5 . D i s c u s s i o n o f p r o p o s a l s t o s u p p o r t c o a l p r o d u c t i o n a n d 

c o n s u m p t i o n h a v e b e e n u n d e r way i n t h e C o m m u n i t y f o r many 

m o n t h s . The E n e r g y C o u n c i l h a s a g r e e d t o r e a c h a d e c i s i o n 

i n D e c e m b e r on c o n t i n u a t i o n o f t h e c o k i n g c o a l a i d s c h e m e . 

We w o u l d l i k e t o s e e a s c h e m e f o r s u p p o r t i n g c o a l p r o d u c t i o n 

s i n c e we w o u l d b e l i k e l y t o b e n e t b e n e f i c i a r i e s . B u t we 

r e c o g n i s e t h a t we s h a l l o n l y g e t t h i s i n a p a c k a g e i n c l u d i n g 

c o n s u m p t i o n a i d . Mr H o w e l l w r o t e t o C o m m i s s i o n e r B r u n n e r 

s u g g e s t i n g a f u n d t o s u p p o r t c o a l p r o d u c t i o n ( 2 5 0 meua p e r annum) 

D E P L E T I O N AND GAS F L A R I N G 

6 . A r e p o r t b y o f f i c i a l s w h i c h a w a i t s c o n s i d e r a t i o n b y E 

C o m m i t t e e r e c o m m e n d s a more c o n s e r v a t i v e d e p l e t i o n p o l i c y b o t h 

f o r e c o n o m i c r e a s o n s and t o m a i n t a i n a h i g h e r s e c u r i t y o f s u p p l y 

o v e r a l o n g e r p e r i o d . R e s t r i c t i o n s on f l a r i n g o f g a s i n t h e 

B r e n t f i e l d w h i c h r e d u c e o i l p r o d u c t i o n t h e r e b y a b o u t o n e t h i r d 

w e r e a n n o u n c e d o n 29 O c t o b e r , a n d a r e l i k e l y t o b e m a i n t a i n e d o r 

e v e n i n c r e a s e d d u r i n g 1 9 8 0 . T h e r e i s a d e c i s i v e e c o n o m i c c a s e 

f o r r e s t r i c t i o n s . We s h o u l d p r o b a b l y h a v e s t r e n g t h e n e d r a t h e r 

t h a n r e l a x e d r e s t r i c t i o n s e a r l i e r i n t h e y e a r i  f t h e r e h a d b e e n 

no s u p p l y c r i s i s . 

BNOC FORWARD S A L E S 
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7. BNOC i s s e l l i n g forward o i l from 1980/81 to a s s i s t the 


PSBR i n 1979/80. The sum r a i s e d c o u l d reach £600m although 


p u b l i c statements so f a r have r e f e r r e d to £500m. D e t a i l e d 


terms are a matter between BNOC and the purchasers. 


ECE 


8. Senior Energy A d v i s e r s of the Economic Commission f o r 


Europe (ECE : both e a s t e r n and western Europe) met i n Geneva 


at the end of October. The Russians have proposed a High L e v e l 


Meeting ( m i n i s t e r i a l l e v e l ) on energy. The Germans, French, 


and Scandinavians favour such a meeting; the Americans are 


s c e p t i c a l . We want to ensure t h a t the S o v i e t Union and i t s 


a l l i e s are prepared to enter i n t o a genuine exchange of i n f o r m a t i o n 


on energy r e s e r v e s , supply and demand be f o r e committing o u r s e l v e s 


to such a meeting; and to a v o i d a f i n a l d e c i s i o n b e f o r e the 


CSCE review conference i n Madrid i n November 1980. Immediate 


aim to avoid any European C o u n c i l commitment to a High L e v e l 


Meeting. 


POSSIBLE MEETING OF SUMMIT ENERGY MINISTERS 


9. P r e s i d e n t G i s c a r d d ' E s t a i n g has suggested a s p r i n g meeting 


of Summit Energy M i n i s t e r s (who met i n P a r i s on 26 September to 


d i s c u s s Tokyo f o l l o w up). While not r u l i n g out t h i s p o s s i b i l i t y 


we should approach the suggestion with c a u t i o n . It r i s k s 


i n s t i t u t i o n a l i s i n g the Summit; annoying the non-Summit members; 


and undermining the work of the Community and the IEA. 


ENERGY OVERLORD 


10. Germans may mention an idea, r a i s e d by Schmidt i n D u b l i n 


on 15/16 October, that energy i s too important to be l e f t to 


r o t a t i n g P residency, and needs the c o n t i n u i t y of an Energy 


O v e r l o r d or supremo, not n e c e s s a r i l y an EEC Commissioner. Has 
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not been formally raised in Energy Council and would need 


very careful consideration. We can see d i f f i c u l t i e s i f 


t h i s implied detailed Community intervention in rather than 


coordination of national p o l i c i e s . It could lead to an 


attempt to get control over UK North Sea p o l i c i e s . 


11 
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ANNEX A 


SPEAKING NOTE FOR THE PRIME MINISTER'S USE 


AT THE DUBLIN SUMMIT 


1. We are glad to see our Community partners sharing, on 


an increasing scale this year, in the benefits of UKCS o i l 


production. Exports of North Sea o i l to our Community 


partners in the f i r s t nine month? of this year were 97% up 


on the same period l a s t year and represented 28% of our 


production. Community companies have a stake in ten of the 


o i l f i e l d s in development or production and have b u i l t or made 


a substantial contribution towards nineteen of the t h i r t y three 


major o i l and gas platform structures so far ordered for the 


UKCS. Our t r a n s i t i o n from being a net importer to a net 


exporter of o i l has put 46 m i l l i o n tonnes of o i l at the 


disposal of the Community as a contribution to their agreement 


on import targets for 1985. 


2. I expect sales of o i l to our partners in the Community, 


which after a l l we regard as our natural market, to continue 


to increase over the next few years as our production increases. 
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BACKGROUND ANNEX B 


NORTH SEA OIL EXPORTS TO THE COMMUNITY 


1. The attached table gives d e t a i l s of exports of UK o i l 


to the Community. Most supplies are through the majors who 


adjust these to optimise th e i r position worldwide. The 


majors through their trading companies buy from BNOC, so there 


i s an in d i r e c t supply by BNOC to the Community. In cutting 


back external sales in 1979 BNOC had pa r t i c u l a r regard to 


the known destination of purchases by the majors and t r i e d 


to avoid impact on EEC. 


2. BNOC's direct sales to the Community are small (about 1 m 


tonnes in 1979, a l l to Germany), although they supplied a 


further 7 m tonnes to France, Germany and Holland through 


exchanges with BP. The di r e c t sales to Germany w i l l r i s e 


s l i g h t l y next year, those to BP a f f i l i a t e s in France, Germany 


and Holland w i l l ( i f the Pr i n c i p l e s of Understanding with BP 


form the basis of the f i n a l contract) be met d i r e c t l y by BP 


Trading, who w i l l have access to a considerably increased 


volume of o i l from BNOC. We cannot, however, say which of 


t h e i r a f f i l i a t e s BP may favour. Nor can we say with certainty 


what the pattern of UKCS o i l sales w i l l be in 1980. While i t 


seems l i k e l y that the volume of sales to the Community w i l l 


increase as production increases, t h i s cannot be guaranteed. 


3. The so-called BN0C]BP contract (which was the subject of 


an a r t i c l e in Le Figaro on 24 November) was one of several 


evergreen contracts f a l l i n g due for termination/renewal on 31 


December. The contract was actually with Total (GB) for use i n 


their UK refinery. 
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4. On 28 September as par t of t h e i r forward s a l e s s t r a t e g y , 


BNOC gave n o t i c e of t e r m i n a t i o n but s a i d that 'Notice i s given 


with the o b j e c t of p r o v i d i n g an o p p o r t u n i t y f o r a review and 


r e s t r u c t u r i n g of our e x i s t i n g s a l e and we hope and expect that 


t h i s w i l l r e s u l t i n the c o n t i n u a t i o n of our commercial 


r e l a t i o n s h i p , though p o s s i b l y i n a mod i f i e d form, from 1 January 


1980 onwards'. T o t a l were r e s i s t a n t to the concept o f forward 


payment and on 18 October BNOC asked f o r a d e c i s i o n i n p r i n c i p l e 


w i t h i n the next few days i f an agreement was to be reached. 


T o t a l d i d not give t h i s (very grudging) agreement u n t i l 31 


Ictober, by which time BNOC were committed elsewhere. BNOC 


had expected that d u r i n g 1980 they might have had some 1.5 m 


tonnes uncommitted which could have been used to meet the 


needs of T o t a l (o.5 m tonnes) and ot h e r s , but the BP de a l 


has taken up t h i s p o t e n t i a l s u r p l u s . 
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EXPORTS OF UKCS OIL TO EEC 


( M i l l i o n s of tonnes) 


1977 1978 Jan-Sept.1979 


Belgium 0..1 0.4 0.1 


Denmark 1.0 2.2 2.3 


France 1.6 1.7 1.9 


Germany (FRG) 3.0 5.2 6.8 


I t a l y 0.3 


Netherlands 3.4 2.3 5.0 


9.1 11.8 16.4 


Total Exports 15.6 23.9 28.9 


Total Disposals 37.3 52.3 57.7 


Jan - Sept. 1978 Jan - Sept. 1979 

(thousands of tonnes) 


Belgium 344 104 
Denmark 1532 2314 
France 1205 1884 
Germany (FRG) 3505 6823 
I t a l y - 285 
Netherlands 1721 4991 
Ireland - _ 

Total EEC 8307 16401 


Total Exports 16932 28877 


UK use 20325 28803 


Production 37257 57680 
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UK ASSISTANCE TO THE COMMUNITY IN AN OIL SUB-CRISIS AND CRISIS 


(MAY BE USED) 


In a Sub C r i s i s 


1. In the o i l sub c r i s i s e a r l i e r t h i s year the UK f u l l y 


c o n t r i b u t e d to the arrangements f o r d e t a i l e d data r e p o r t i n g 


and f o r i n t e r n a t i o n a l c o n s u l t a t i o n which are now w e l l developed 


i n the EEC, as i n the IEA. As a r e s u l t the Community was able 


to monitor the supply s i t u a t i o n as the b a s i s f o r the r e q u i r e d 


p o l i c y responses. 


2. During the 1979 shortages the UK has maintained a high 


l e v e l of exports - about 50ri' of UKCS p r o d u c t i o n - almost e n t i r e l y 


to our EEC and IEA p a r t n e r s . We followed gas f l a r i n g p o l i c i e s 


which at some economic cost enabled a d d i t i o n a l o i l to be produced 


at the height of the supply d i f f i c u l t i e s ; although we cannot 


commit o u r s e l v e s always to be able to do t h i s . 


DEFENSIVE 


3. We would not pr e c l u d e that at a time of sub c r i s i s we may be 


able to help our Community p a r t n e r s with some a d d i t i o n a l o i l . 


But what p r e c i s e l y may be p o s s i b l e c o u l d o n l y be decided i n the 


l i g h t of the circumstances at the time. We cannot make d e t a i l e d 


commitments at t h i s stage. 


In a f u l l s c a l e c r i s i s 


4. In a f u l l s c a l e c r i s i s the UK would honour i t s o b l i g a t i o n s 


under the EEC o i l s h a r i n g scheme, which supplements that of the 


IEA. (A d e s c r i p t i o n of both schemes i s a t t a c h e d ) . 


5. Because the EEC scheme i s based on a country's c a p a c i t y to 


s u b s t i t u t e o t h e r forms of energy (eg c o a l ) f o r f u e l o i l burned 


i n power s t a t i o n s the UK i s very l i k e l y to be a c o n t r i b u t o r r a t h e r 
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than a b e n e f i c i a r y under the scheme. [Not f o r use : In p r a c t i c e 


we may be able to l i m i t t h i s commitment]. 


6. Under the IEA scheme, as major indigenous producers, we 


are a l s o l i k e l y (but not c e r t a i n ) to be c a l l e d upon to share 


our a v a i l a b l e o i l , and some of our Community p a r t n e r s may w e l l 


b e n e f i t from t h i s . We are thus twice committed to help the 


Community i n a f u l l s c a l e o i l c r i s i s . 


n . 
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EEC AND IEA OIL SHARING SCHEMES 


EEC EMERGENCY OIL SHARING ARRANGEMENTS 


C o u n c i l d e c i s i o n 77/706 p r o v i d e s t h a t where o i  l s u p p l y 


d i f f i c u l t i e s o c c u r i n the Community the Commission may s e t 


t a r g e t s f o r r e d u c i n g consumption of p e t r o l e u m p r o d u c t s i n 


3 s t a g e s . 


Stage 1 


Member S t a t e s w i l l reduce consumption o f a l l p e t r o l e u m p r o d u c t s 


by a maximum of 10% f o r a maximum of 2 months. 


Stage 2 


A f t e r 2 months t h e r e may be u n i f o r m demand r e s t r a i n t of non

s u b s t i t u t a b l e p r o d u c t s (eg motor s p i r i t ) and a d i f f e r e n t i a l 


r e d u c t i o n o f s u b s t i t u t a b l e p r o d u c t s ( i e f u e l o i l ) h a v i n g r e g a r d 


t o a c o u n t r y ' s a b i l i t y t o use o t h e r p r o d u c t s i n s t e a d o f f u e l 


o i l  . C o u n t r i e s a b l e t o save g r e a t e r than average amount o f 


f u e l o i l would have an o b l i g a t i o n t o a l l o c a t e the excess t o the 


Community. The UK's o b l i g a t i o n i s not e x p e c t e d t o exceed 


50,000 tonnes a month. 


Stage 3 


I f a v a i l a b l e o i l s u p p l i e s t o the Community f e l l by over^l<3% 


the Commission may propose l a r g e r d i f f e r e n t i a l r e d u c t i o n s and 


a l l o c a t i o n s would t a k e p l a c e as i n Stage 2. The o p e r a t i o n o f 


Stages 2 and 3 are dependent upon a q u a l i f i e d m a j o r i t y v o t e by 


the C o u n c i l . 


IEA EMERGENCY OIL SHARING ARRANGEMENTS 


When the IEA Group as a whole o r any P a r t i c i p a t i n g C o u n t r y s u f f e r s 


a r e d u c t i o n i n o i l s u p p l i e s e x c e e d i n g 7% o f t h a t consumed i n a 


base p e r i o d the IEA o i l - s h a r i n g scheme can be a c t i v a t e d . 
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I f the Group as a whole s u f f e r s a s h o r t f a l l exceeding 7% 


each country i s given a Supply Right based upon i t s normal 


consumption. Where i t s A v a i l a b l e S u p p l i e s of o i l exceed i t s 


Supply Right i t has an o b l i g a t i o n to a l l o c a t e the excess to 


the Group. Where i t s A v a i l a b l e S u p p l i e s are l e s s than i t s 


Supply Right i t r e c e i v e s an a l l o c a t i o n from the Group of 


the d i f f e r e n c e . 


I f one or more c o u n t r i e s s u f f e r a s h o r t f a l l exceeding 7% but 


the Group as a whole i s not so a f f e c t e d , those c o u n t r i e s not 


s u f f e r i n g the s h o r t f a l l of over 7% would a l l o c a t e o i l to the 


a f f e c t e d c o u n t r i e s i n p r o p o r t i o n to t h e i r share of the Group's 


normal consumption. 


'1 
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rRAME ENERGY 


DESK BY c3^92PZ 


U''REP BRUSSELS 221743Z NOV 79 


TO IMMEDIATE FCO 


TELEGRAM NUMBER 6233 OF 22 NOVEMBER 


Ml PT 


EUROPEAN! COUNCIL: ENEPGY 


1. FOLLOWING IS THE TEXT OF THE COMMISSION'S PAPER ON ENERGY. 


BEGINS:-


INTRODUCTION. 


1. THE LATEST EVENTS IN I RAN HAVE RENEWED THE THREAT TO THE FRAGILE 
BALANCE BETWEEN n i l St lPPlY AND PFMArMD JHICH OCCURRED IN MID 1 9 7 9 . 
IN SPITE OF THE RESTORATION OF OIL STOCKS WHICH HAS TAKEN PLACE, 
THE COMMUNITY PEMAINS HIGHLY VULNERABLE TO RENEWED INTERRUPTIONS 
AND RESTRICTIONS OF SUPPLY. IN THESE CIRCUMSTANCES THE COMMISSION 
BELIEVES THAT THE BEST THE COMMUNITY CAN DO IS TO MAINTAIN 
SOLIDARITY AND PURSUE RESOLUTELY THE POLICIES LAID DOWN BY THE 
EUROPEAN COUNCIL AT STRASBOURG. FURTHER MEASURES OF PRACTICAL 
ACTION ARE REQUIRED. 

IMPLEMENTATION OF EX•STING OBJECTIVES. 


2. WHEREAS SUCCESSIVE EUROPEAN COUNCILS HAVE URGED STRONGER MEASURES 


TO SAVE ENERGY, PARTICULARLY OIL, AND TO ENSURE A GREATER CONTRIBU


TION TO COMMUNITY SUPPLIES FROM COAL AND NUCLEAR SOURCES, THE 


RESPONSE, IN TERMS OF COMMUNITY AND NATIONAL ACTION AND OF ACTUAL 


RESULTS, HAS MOT BEEN FULLY SATISFACTORY. 
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?. FOLLOWING THE AGREEMENT 3* THE ST"ASBCU°G EUROPEAN COUNCIL TO 
MA I N TAJ N COMMUNITY (NEXT T 0 WÔ DS UNDERLINED) OIL 1 MPQP TS BETWEEN * 
1930 AND 1 Q 95 ~T AN ANNUAL LEVEL NOT HIGHER THAN THAT FOR 1973, 
MEMBER STATES HAVE SINCE AGREED ON A NATIONAL ALLOCATION OF THE 
OBJECTIVE FOR  1 9 5 5 . BASIC AGREEMENT HAS ALSO BEEN ACHIEVED O N 
NATIONAL OBJECTIVES FOP 1980. 

4. THE EUROPEAN COUNCIL AT PARIS AGREED ON A COMMUNITY OBJECTIVE 
FOR (NEXT TWO WORDS UNDERLINED) OIL CONSUMPTION O F 500 M TONNES IK 
1979. ALTHOUGH FOR THE WHOLE YEAR, THIS OBJECTIVE WILL BE EXCEEDED, 
BY THE END OF THE YEAR COMMUNITY CONSUMPTION SHOULD BE REDUCED TO t\ 
DAILY PATE EQUIVALENT TO 500 M TONNES. 

5. THE COMMUNITY HAS UNDERTAKEN SEVERAL MEASURES TO IMPROVE THE 
(NEXT FOUR WORDS UNDERLINED) TRANSPARENCY OF THE OIL MARKET. THE 
OPERATION OF A REGISTER FOR CUDE OIL TRANSACTIONS WITHIN THE 
COMMUNITY HAS NOW BEEN AGREED. IN ADDITION, THE COMMISSION HAS B L E N 

EXAMINING THE TRANSACTIONS IN THE ROTTERDAM AND MEDITERRANEAN SP01 
MARKETS. THE COMMISSION IS WORKING URGENTLY ON THE EXTENSION OF THF 
REGISTER TO INCLUDE Olj. PRODUCTS. AND IS STUDYING THE ESTABLISHMENT 
OF AN OIL EXCHANGE AND A SYSTEM FOR THE CERTIFICATION O F CRUDE Oil 
PRICES. 

6. THE TARGETS FOR (NEXT WORD UNDERLINED) COAL PRODUCTION AND 


CONSUMPTION FOR 1985 WILL NOT BE MET, IN SPITE OF THE RECOGNIZED 


NEED TO BE ABLE TO USE MORE COAL AS OIL BECOMES SCARCER. COAL 


CONSUMPTION AND PRODUCTION IN THE COMMUNITY HAVE DECLINED SINCE 

:
1973.


7. THE STRASBOURG EUROPEAN COUNCIL STRONGLY REAFFIRMED	 THE 


IMPORTANCE OF (TWO WORDS UNDERLINED) NUCLEAR ENERGy FOR 


CONTINUED ECONOMIC GROWTH. BUT FOR VARIOUS REASONS, MEMBER STATES 


HAVE BEEN UNABLE TO BUILD SUFFICIENT NUCLEAR POWER STATIONS FOR 


OPERATIONS IN THE 19S0S. THE RATE OF CONSTRUCTION OF NEW NUCLEAR 


CAPACITY WILL HAVE TO BE MARKEDLY INCREASED IF NUCLEAR IS TO 


MAKE MORE THAN A MODEST CONTRIBUTION TO CUR ENERGY SUPPLIES IN THE 


1930S AND BEYOND. 
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N E W D E C I S I O N S R E Q U I R E D . 

3. P R E S E N T P R E S S U R E S O N T H E O I L M A R K E T W I L L N O T B E E A S E D U N T I L 

' " D E M A N D I S B R O U G H T B E T T E R U N D E R C O N T R O L . ( T W O W O R D S U N D E R L I N E D ) 

E N E R G Y S A V I N G M U S T T H E R E F O R E H A V E T H E H I G H E S T P R I O R I T Y A S T H E Q U I C K 

E S T A N D C H E A P E S T M E A N S O F C O N T R I B U T I N G T O A R E S T O R A T I O N O F T H E 

B A L A N C E B E T W E E N S U P P L Y A N D D E M A N D . H O W E V E R , T H E E N E R G Y S A V I N G 

P R O G R A M M E S O F M E M B E R S T A T E S H A V E N O T B E E N O F U N I F O R M I N T E N S I T Y . 

T H E C O M M U N I T Y S H O U L D T H E R E F O R E A G R E E A S S O O N A S P O S S I B L E O N A 

M I N I M U M P R O G R M M M E O F E N E R G Y S A V I N G I N E A C H C O U N T R Y T O T A K E E F F E C T 

I N 1 9 8 0 , R E P R E S E N T I N G A B R O A D E Q U I V A L E N C E O F E F F O R T A N D A D E Q U A T E 

T O A C H I E V E O U R O I L I M P O R T T A R G E T S . T H E C O M M I S S I O N C O N S I D E R S T H A T 

W I T H W I D E R U S E O F B E S T P R A C T I C E I N E N E R G Y S A V I N G E Q U I P M E N T A N D I N 

D E S I G N , E N E R G Y S A V I N G S B Y 1 9 9 0 C O U L D B E 1 0 0 M T O E P . A . I N E X C E S S * 

O F M E M B E R . S T A T E S ' F O R E C A S T S . T O A V O I D A N E W S C R A M B L E F O P O I L A N D 

E V E N H I G H E R R E S U L T I N G P R I C E S , I T I S C L E A R T H A T H A R D E R A N D M O R E 

D I R E C T M E A S U R E S T O R E S T R I C T O I L C O N S U M P T I O N S H O U L D B E R E A D Y F O R 

I N T R O D U C T I O N I N T H E E V E N T O F A F U R T H E R O I L S H O R T A G E S U C H A S 

O C C U R R E D I N E A R L Y 1 9 7 9 . 

9 . T H E C O M M I S S I O N U R G E S T H A T A G R E E M E N T B E R E A C H E D ON I T S P R O P O S A L S TC 

G I V E F I N A N C I A L A I D F O R T H E C O N S U M P T I O N A N D P R O D U C T I O N O F ( W O R D 

U N D E R L I N E D ) C O A L I N T H E C O M M U N I T Y . T H E S E C O N C E R N T H E C O N S T R U C T I O N , 

M O D E R N I S A T I O N A N D C O N V E R S I O N O F C O A L B U R N I N G P O W E R S T A T I O N S , E X T R A 

F I N A N C I A L A I D F O R D E M O N S T R A T I O N S P R O J E C T S I N T H E F I E L D O F C O A L 

L I Q U E F A C T i ON A N D G A S I F I C A T I O N , T H E P R O D U C T I O N O F C O : ' I N G C O A L A N D 

I N V E S T M E N T I N N E W P R O D U C T I O N C A P A C I T Y . T O G E T H E R T H E Y I N V O L V E 

C O M M U N I T Y E X P E N D I T U R E I N E X C E S S O F 1 5 0 M E U A P .  A . 

1C. C O M M U N I T Y A N D N A T I O N A L A C T I O N M U S T A I M A T R E V E R S I N G T H E S L I P P A G E ; 

I N ( W O R D U N D E R L I N E D ) N U C L E A R P R O G R A M M E S . M O R E P U B L I C D E B A T E I S 

N E C E S S A R Y T O R E S O L V E D O U B T S A B O U T N U C L E A R P O W E R I N T H O S E C O U N T R I E S 

W H E R E P O L I C Y I S S T I L L I N Q U E S T I O N , A N D T O P A V E T H E W A Y F O R F I R M 

G O V E R N M E N T D E C I S I O N S . I N T H O S E C O U N T R I E S W H E R E N U C L E A P P R O G R A M M E S H A V 

B E E N D E L A Y E D , T E C H N I C A L , F I N A N C I A L A N D P O L I T I C A L E F F O R T S S H O U L D B E 

C O N C E N T R A T E D T O R E S T O R E A S A T I S F A C T O R Y - A T E O F C O N S T R U C T I O N A N D 

C O M M I S S I O N I N G . 
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THE HAPRISBURG INCIDENT IN THE USA HAS DEMONSTRATED THE NEED FOfc 
THE HIGHEST POSSIBLE STANDARDS OF CERTIFICATION, TRAINING AND ' 
SURVEILLANCE CF OPERATORS, ALTHOUGH THE INHERENT SAFETY OF CURRENT 
REACTOR DESIGN HAS NOT BEEN CALLED INTO QUESTION. IN VIEW OF THE 
IMPORTANCE OF THE SAFETY OF NUCLEAR OPERATIONS, THE COMMISSION UftvtS 
ACCEPTANCE OF THE PROPOSED FOUR—YEAR RESARCH PROGRAMME OF THE 
JOINT RESEARCH CENTRE. IN ADDITION TO WORK ON NEW ENERGY SOURCES 'VD 
THE HIGH FLUX REACTOR, THIS COVERS EXPENDITURE OF ABOUT 320 M EUA 
ON NUCLEAR SAFETY AND FUEL CYCLE, THE COMMISSION ALSO ASKS FOR 
EARLY AGREEMENT ON THE PROPOSED SECOND PROGRAMME FOR RESEARCH INK' 
CONTROLLED THERMONUCLEAR FUSION, COSTING ABOUT ?20 M EUA. 

INTERNATIONAL RELATIONS. 


11. ENERGY PROBLEMS AFFECT ALL COUNTRIES IN THE WORLD. THE COMMUL Y 
CANNOT, THEREFORE, SOLVE ITS PROBLEMS IN ISOLATION. PRACTICAL 
MEASURES B Y THE COMMUNITY WILL INCREASINGLY NEED TO BE MATCHED BY 
OR COORDINATED WITH PARALLEL ACTION BY THE OTHER INDUSTRIALISED 
COUNTRIES. MOREOVER, NO LASTING SOLUTION TO WORLD-WIDE PROBLEM CAN 
BE ACHIEVED WITHOUT CLOSER UNDERSTANDING AND COOPERATION BETWEEN 
THE INDUSTRIALISED, THE OIL PRODUCING AND THE NON-OIL DEVELOPING 
COUNTRIES. 

12. INCREASED EFFORTS BY THE COMMUNITY TOWARDS THE BETTER USE OF 


SCARCE ENERGY (U.SOURCES VILL ENCOURAGE OIL EXPORTING COUNTRIES, ^ 

1
AS MEMBERS OF THE WORLD COMMUNITY, TO MANAGE THEIR RESOURCES N 

SUCH A WAY AS TO PROMOTE BOTH THEIR OWN DEVELOPMENT AND THE BROAI), R 
ECONOMIC STABILITY OF THE WORLD AT LARGE. THE COMMISSION HOPES 
THAT THE OPEC COUNTRIES WILL RECOGNIZE THIS ESSENTIAL IDENTITY 
OF INTERESTS AT THEIR FORTHCOMING MEETING AT CARACAS. 

13. THE COMMUNITY SHOULD DEFINE ITS ATTITUDE ON WAYS AND MEANS 
TO PROMOTE D1S-SCOSION ON ENERGY WITH OIL PRODUCTING COUNTRIES, IN 
C O N C E R T W I T H O T H E R INDUSTRIAL A N D DEVELOPING COUNTRIES, WITH THE 
O B J E C T O F A D O P T I N G POLICIES I N BOTH CONSUMER AND PRODUCER COUNTRIES 
• / H I G H E N A B L E T H E W O R L D T O E F F E C T T H E T R A N S I T I O N A W A Y FROM OIL 


W I T H O U T GROSS E C O N O M I C D A M A G E . 
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14. AS AN IMPORTANT PART OF THE LONGER-TERM CONVERGENCE OF ENERGY 


POLICY WITHIN THE COMMUNITY, AGREEMENT SHOULD RE PEACHED ON POLICY 


GOALS FOR 1990, PART ICULA9LY CONCERNING: THE EXTENSION TO 1990 OF 


THE LIMIT ON COMMUNITY OIL IMPORTS, THE GENERATION OF AT LEAST 


7C PER CENT OF ELECTRICITY FROM COAL AND NUCLEAR SOURCES, THE 


FURTHER REDUCTION OF THE RATl"o~~BETWEEN GROWTH IN ENERGY DEMAND AND 


ECONOMIC GROWTH: AND THE ADOPTION OF COMMON PRINCIPLES FOR ENERGY 


PRICING POLICIES IN ALL MEMBER STATES. 


CONCLUSION. 


15. THE COMMISSION RECOMMENDS THAT THE EUROPEAN COUNCIL SHOUDL AGR 
ON THE LINES OF ACTION OUTLINED ABOVE AND, ON THE BASIS OF COMMIS
SION PROPOSALS, REQUEST THE COUNClTToF MINISTERS! 

( I ) TO AGREE ON A SUPPLEMENTARY PROGRAMME OF ENERGY SAVING, 


•	 REPRESENTING BROAD EQUIVALENCE OF EFFORTS IN ALL MEMBER 


STATES, AND STRENGTHENE MEASURES FOR THE REDUCTION OF 


CONSUMPTION IN THE EVEN" OF A SHORTAGE! 


( I I )	 TO GIVE COMMUNITY FINANCIAL SUPPORT FOR MEASURES TO 


INCREASE COAL CONSUMPTION AND PRODUCTION! 


( I l l  ) TO FACILITATE THE REMOVAL OF OBSTACLES TO THE CONSTRUCTI 


OF NEW NUCLEAR CAPACITY: 


(IV)	 TO ESTABLISH CLOSER CONTACT AND COOPERATION BETWEEN THE 


INDUSTRIALISED COUNTRIES, THE PRODUCING COUNTRIES AND 


THE NON-OIL DEVELOPING COUNTRIES! 

(V) TO SET "NEW POLICY' GOALS FOR" 1 9 9 0 T ~ 


ENDS"""""" 


FCO ADVANCE TO: 


FCO  MISS BROWN FALL 
CAB  FRANKLIN 
D/EN  D LE 3 JONES WHALEY 
kuTT-E.^	 (ADVANCED AS REQUESTED) 

E_\ 4> ( l ) 

CONFIDENTIAL 


