
COMMERCIAL IN CONFIDENCE 

( 

PRIME MINISTER 


BP/BNOC OIL SUPPLY ARRANGEMENT 


I n t h e l i g h t o f Mr L a i d l a w ' s c r i t i c a l remarks, a t your b r i e f i n g 

meeting on Wednesday evening, about t h e c o s t t o BP o f t h e o i l 

supply arrangements w i t h BNOC, I checked w i t h S i r David S t e e l 

y e s t e r d a y whether t h e BP Board was seeking t o re-open t h e arrangement 

agreed i n p r i n c i p l e between BP and BNOC as r e c e n t l y as t h e 

1st November. I now have S i r David's assurance t h a t t h i s i s not 

th e esse. 


The o i l f l o w s between BP and BNOC under t h e e x i s t i n g arrangements 

and t h e r e - n e g o t i a t e d arrangements are c o m p l i c a t e d . I w i l l l e t you 

have a separate note s h o r t l y s e t t i n g out t h e f a c t s and commenting on 

the argument about p r i c i n g . 


The EEC i m p l i c a t i o n s o f t h e p r i n c i p l e s agreed between^P^and^^JJNOC 

f o r f u t u r e supply are c u r r e n t l y b eing examined by t h e A t t o r n e y 

General and w i l l come b e f o r e us c o l l e c t i v e l y s h o r t l y i n OD(E). 


I am sending a copy o f 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 , 

C h a n c e l l o r o f t h e Exchequer, t h e A t t o r n e y General and S i r Robert 

Armstrong. 


D A R HOWELL 

SECRETARY OF STATE FOR ENERGY 
3o NOVEMBER 1979 
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1 0 DOWNING STREET 

From the Private Secretary 3 December 1979 

BP/BNOC O I L SUPPLY ARRANGEMENT 


The P r i m e 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 of 

S t a t e ' s note o f 30 November i n w h i c h he e x p l a i n e d t h a t t h e BP 

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

r e c e n t l y a g r e e d i n p r i n c i p l e between BP and BNOC. She l o o k s 

f o r w a r d t o r e c e i v i n g the f u r t h e r note s e t t i n g out the f a c t s 

and arguments about p r i c i n g . I n t h e l a t t e r c o n n e c t i o n , t h e 

Prime M i n i s t e r f e e l s t h a t i t i s e s s e n t i a l t o c o n s i d e r t h e 

i m p l i c a t i o n s o f s e l l i n g N orth S e a o i l a t around $26 p e r b a r r e l , 

and b u y i n g c r ude o i l on the s p o t market a t o v e r $40 p e r b a r r e l : 

i f t h i s i s r e a l l y happening, t h e Prime M i n i s t e r f e e l s t h a t i t i s 

a n o n s e n s i c a l s i t u a t i o n . 


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 a u l L e v e r 

( F o r e i g n and Commonwealth O f f i c e ) , M a r t i n H a l l (H.M. T r e a s u r y ) , 

B i l l B e c k e t t (Law O f f i c e r s ' Department) 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 ) . 


LtECANKESlTP 

W J Bur r o u g h s E s q 

Department o f E n e r g y . 
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