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BP's real difficulty arises not from the exchange arrangement
with BROC = which is financially neutral for BP = but from BP's

dramatic change of fortune this year in respect to its overall

supply and demand (details at annex). It is the company's

shortage of supply to meet its commitments which is forcing AV
onto the spot market and Mr Laidlaw was disingenuous in
attributing the cost of acquiring high priced crudes wholly to
the commitment to BNOC. BP has, in fact, taken on new third

party supply commitments this year to Svenska Petroleum and Veba.

In 1979, the only foreign crude BP has supplied to BNOC has
been Kuwait crude available to BP at a modest discount from the
official selling price. This supply will continue at least until
the Kuwait contract terminates in April 1980, at which point
BP expect to conclude another contract, albeit for a reduced
volume and possibly without discount. BP should nonetheless
then still have access to sufficient quantities of non-UKCS
crude at or near official selling price to cover their
commitment to BNOC as reduced by over half under the new
arrangements now agreed in principle. The exchange arrangements
between BNOC and BP provide. (on BP's insistence) for exchanges
ake place at term prices, a provision designed to protect
position as & net seller at a time when crude oil spot prices
term prices. If, however, BP were obliged to purchase
overseas which included a proportion bearing
they wished to roll into the overall market

this would be & point which BNOC would be prepared

the price negotiations. If admitted, this cost
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current commitments in order to improve BP's international supply
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BP'S SUPPLY POSITION

(as reported December, 1979).

tonnes

HT . e .+ . e of which 5 Third Party Sales
(107 before new arrangements 5 BNOC
with BNOC and resale of 87 Affiliates (67
royalty oil) affiliates other
than BP 0il)

UK 2T

Iran )
Kuwait ) 10

Iraq 2
Other Persian Gulf 10
Norway 0.5

Total Term Supplies 49.5

Anticipated Product
Purchases 5 =

Total 5445 Tor:5
Deficit 1i2 s 42,5

In 1979 BP has bought about 14m tonnes of spot crude or product.
Similar purchases may be made in 1980, or BP may elect to reduce
business where the incremental supply cost cannot be recovered in

the market.




