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1.

xy Communication from the Commission to the Council

- on Transparency of the 0il Market

The Tokyo'Summit“Last June underlined the need to improve transparency of
the international oil market and ctar1fy the supply situation for consuming
countries. :

The measures adopted1 or. in pr’eparat’ion'2 by the Community in collaboration
with other industrialised countries will provide complete historical
information on developments, notably import prices for crude oils and
petroleum products and prices at consumer level. A synthesis of available

“information is published each week in the form of an oil bulletin.

Analysis of this information shows considerable divergence between

- Member State consumer prices. This situation is due to the differences

between (or the absence of).price policies and the differing. supply

situations of oil companies®. Commission services are continuing to

examine the situation together with experts from Member States, and are
now considering the possibilities of producing an improved method for the

‘presentation of company results.

_With regard to ‘the spot market for oil broducts; an exercise is in operation

(which witl end on 1 June 1980), which,through the voluntary co-operation

of most traders, provides a-better understanding of spot markets. A note

on the results from the first six months has been prepared by the Comszs1on
services.

—

In the same context, the Commission has established a working party composed

of representative experts from the industry to study the possibility. of
introducing a "bourse" for oil products, The results of this study w1LL

"be available Later.

Joo

1 Council Dwrect1ve 76/491/EEC of 4 May 1976 (Price transparency)
" Council Regutatwon 79/2592/EEC (Crude 0il Register)

2 Draft Council regutation Laying down the ruLes for carrying out the

reg1strat1on of petroleum 1mports in the European Commun1ty .

3 The cOmm1ss1on w1LL.anaLyse the costS‘of imported crude and consumer .
prices in 1979 in a subsequent Communication to the Council.
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Much of the above information is available only after a considerable delay -
(about. 2 months). This delay is necessary to ensure the accuracy of th?
information, however it prevents use of the data as a basis for discussion

of approaches to be adoptec during periods of major market temsion Like -
1979.- Consequently, additional complementary measures: may be necessary:

- to provide a more limited volume of information on an accelerated basis.

Quick Response System

One of such comptementaﬁy systems is a‘Quick'Respodse System, ‘the purpose

- of which would be to prqvide rapid information on purchases of crude oil . .

-'Such information would in case of market tensions provide the necessary .

made outside the conditions of term contracts under abnormal commercial
conditions on international lLevel.

P

. understanding of the general evolution of activity, prices and trends in .~

 "switch-off" basis.

the world spot market for crude oil. The system should be on a "switch~on',
For most multinational companies, crude oil is purchased by a central trading
company which, in many cases, is registered outside EEC jurisdiction. . =
Consequently, a compulsory system would be impracticable. . However, there .
is Llittle doubt that, if industry is asked to report high=price spot purchase
on a voluntary basis, they will do so. A voluntary system underlines, in
any case, the necessity for a participation of all industrialised countries.
. S L [

This'approach has -the advantage of beiﬁg genuinely 'quick”, since purchases

can be reported to governments very shortly after agreement between buyers‘_

- and sellers has been reached and the cargo destination has been decided.

‘It should also be stressed that companies know only too well when:a - -

purchase is abnormal and resorting can be left to their discretion-without -
the need for what could be restrictive definitions.  To limit administrative
work, the international information~gathering could eventually be done by -
independent auditing firms. - ‘ . e R

v .
it L R

"A QRS on the above basis aﬁpears feasible and the Community should start

discussion with other industrialised nations and with industry to verify c

 the assessment that companies would agree to participate on a voluntary

basis. It should be underlined that it should not be the intention to . -
create a new "heavy"*administrative-instrument,‘but a practical information

system to be used should need arise. ) PR

5.

e [ o

~

In the context of improving.transpanency,rtheATokyb Summit agreed

Certification of original fob prices for crude oil - - . . RN R

that the. .-

- feasibility of certifying original fob.crude oil prices should be studied.-

In this context, the prices finally paid: when delivery is made to refineries

- will be obtained through the Registry Regulation, but buyers may often not

know the original' fob price. Proper certification of original fob prices

‘can only be provided by the inftial sellers - in most cases the state oil

companies of producer countries. Thus, if certification is to be undertaken,

‘the willing co-operation and participation of all producer countries would

be highly desirable.
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Many techn1caL problems wouLd have ‘to be sotved before a cert1f1cat1on
system would be introduced.: However, jts' usefulness in obtaining a .
better understand1ng of ‘the crude oil market suggests that this point
should be raised with producer countries after consultation w1th other
1ndustr1aL1sed countr1es. :

"B ConcLus1on

‘T0'1mprove transparency in the o1L market it is necessary: - " . N ‘v’\nﬂ

a) to implement the registration of oil product 1mports by the EE
adoption of the draft regulation by the Council and the modal1t1es : R
for application by the Commission; : EESRR T

b) to continue the distribution of - 1nformat1on on pr1ces of
crude oil and petroleum products,

c) to determ1ne, in Liaison with other 1ndustr1al countr1es, the
"~ basis for estabt1sh1n9 a mechan1sm for accelerated 1nformat1on
on crude oil 1mports,

d) to continue to study, w1th other 1ndustr1aL1sed countr1es, the
possibility of certification of fob prices for crude oil with
a view to. subsequent d1scuss1on w1th producer countr1es./

FoLLow1ng agreement in pr1nc1ple on po1nts ¢).and d), the Commission will -
present proposals. P , o o - : o
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