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PRIME MINISTER 


BP/BNOC OIL TRADING r 

You w i l l w i sh t o be aware o f an approach BP have made t o me about , 

n e g o t i a t i o n s between them and BNOC on crude o i l t r a d i n g . 


Under the terms o f the BP p a r t i c i p a t i o n agreement signed i n 
1977, BNOC gained access a t market p r i c e t o a volume of o i  l 
e q u i v a l e n t t o 51% o f BP's N o r t h Sea p r o d u c t i o n . BP's world-wide 
supply p o s i t i o n has been t r a n s f o r m e d t h i s year and th e y now f e a r 
t h a t t h e y w i l l be 35m tonnes s h o r t next y e a r , on a world-wide 
requirement o f 110m tonnes. They have asked BNOC t o re v e r s e t h e 
pre s e n t r e l a t i o n s h i p , making BNOC a net c o n t r i b u t o r t o BP next 
year . BNOC have o f f e r e d t o reduce t h e i r net dependence on BP, but 
a gap o f some 9m tonnes remains between BP and BNOC. BP have 
appealed t o me t o i n t e r v e n e . 

BP's request amounts t o an appeal t o help supply t h e i r overseas 
s u b s i d i a r i e s a t t h e expense o f o i l which would o t h e r w i s e be a v a i l a b l e 
t o BNOC's o t h e r customers, 75% of whom i n 1980 are t o be companies 
o p e r a t i n g i n the UK. BP's needs cannot be met s o l e l y a t t h e expense 
o f BNOC's overseas customers. On t h e o t h e r hand, BP e s t i m a t e t h e 
p o t e n t i a l cost t o them o f making no change i n t h e supply arrangements 
w i t h BNOC a t 2500m. 

I have t o l d BNOC t h a t I expect them t o n e g o t i a t e c o n s t r u c t i v e l y 

w i t h BP, s h o r t o f p r e j u d i c i n g UK n a t i o n a l s upply. I have s i m i l a r l y 

t o l d BP t h a t i f t h e y seek t h e i n t e r v e n t i o n o f HMG, they must 

demonstrate t h a t t h e i r company needs can be r e c o n c i l e d w i t h UK 

s e c u r i t y o f su p p l y , i  f need be by some claw-back arrangement i n 

th e event o f supply d i f f i c u l t i e s . 


I t r u s t t h a t t h i s w i l l g i v e a new impetus t o t h e search f o r a 

s o l u t i o n ; but t h e r e i s a c o n f l i c t o f i n t e r e s t here which i t w i l l be 

d i f f i c u l t , i n my view, t o b r i d g e . Any rem a i n i n g c o n f l i c t must 

u l t i m a t e l y be r e s o l v e d i n f a v o u r o f UK s e c u r i t y o f su p p l y . 
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I am sending copies of t h i s minute t o t h e F o r e i g n S e c r e t a r y , 

th e C h a n c e l l o r o f t h e Exchequer and S i r John Hunt. 


S e c r e t a r y o f S t a t e f o r Energy 
n i September 1979 
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lO DOWNING STREET 

From the Prixate Secretary 28 September 1979 

DP/BNOC O i l T r a d i n g 


The Prime M i n i s t e r was g r a t e f u l f o r your 

S e c r e t a r y o f S t a t e ' s minute o f 26 September 

on t h e above s u b j e c t . She has noted t h a t 

t h e r e i s l i k e l y t o be a t r a d e - o f f between 


UK s e c u r i t y o f supply and l o s s e s t o 

BP (and i n d i r e c t l y t o t h e Government). 

I s h o u l d be g r a t e f u l i  f you c o u l d keep us 

i n touch w i t h developments. 


I an sen d i n g copies o f t h i s l e t t e r t o 

the P r i v a t e S e c r e t a r i e s t o t h e F o r e i g n and 

Commonwealth S e c r e t a r y , t h e C h a n c e l l o r o f 

th e Exchequer and S i r John Hunt. 



