COMMISSION OF THE EUROPEAN COMMUNITIES

SEC(74) 4324 final Brussels, 14 November 1974

REPORT FROM THE COMMISSION TO THE COUNCIL ON
THE IMPLEMENTATION OF DIRECTIVE 72/425 IMPOSING AN
OBLIGATION ON MEMBER STATES TO INCREASE THE
MINIMUM LEVEL OF THEIR STOCKS OF CRUDE OIL AND/OR
PETROLEUM PRODUCTS TO 50 DAYS’ CONSUMPTION NOT
LATER THAN 1 JANUARY 1975
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#  TIntroduction .

: rsport to the Council on the measures taken by Member States to increase
[cheir stocks to 90 days' consumption and on any problems arising from the
buildpup of stocks.

~ The Commiesion has consulted the Member.States on fhe‘measnres'taken"and o
: -the problems where any; a summary of the information obtained is -
- attaohed and calls for the following remarks from the Commission:

'f,.1. Several Member States reported. that they had so far been unable to

: 3 adopt legal provisions requiring minimum stocks for 65 days*® - ‘ .
_~_.consumption to be maintained (United Kingdom, Ireland, the Netherlands-_"

' and Denmark where storage is subjeot to voluntary undertakings) :

. measures- to enforce the increase of stooks to the 90—day level from '
1 January 1975 (1) o

t (1) In Germany, a draft law before parliament provides for an increase in

- stocks to the TO-day level for imported products and the 90=day level -

' s for petroleum products; Italy has provisions,temporarily suspended, .
~on the phased increase of stooks at the rate of 5 days' oonsumption a

yea.r. Lo . )

- Under Artiole'2.of'Direofive'72/125, fhe'Commission must submit’an‘annual".

: Only three States (Franoe, Luxembourg and Denmark) have hitherto taken f.,
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As early as 1 April 1974 thé Commission sent letters to the German,
Danish, Irish, Luxembourg, Ketherlands and United Kingdom Governments

requesting information on their laws'in this field.

The Commission points out the urgent need for the Member States in
question to comply with'Directiva'68/414 as amended by Directive 72/425
by creating a suitable legal basis to ensure that 90~days'vstocks are -

maintained.

2. Certain countries (Belgium, Ireland, Italy and Denmark)'explicitly
stated that it would be physically impossible for them at present to
attain the 90--day level by 1 January 1975. Others (United Kingdom and

Germany) expressed reservations.

The level of stocks in the Community was 80 dayé“ consumption on

-1 April 1974 and on 1 July, 89 days'.

Technical storage capacity was estimated at 125 déys' consumption on
1 January 1974, considering an average utilization factor of 85%.

Overall, this capacity is apparently suffiocient for 90 days’ strategio

stocks, while leaving an appreciable capacity for trade stocks.

If the capacity available in certain member countries is less than their
requirements, a solution must be found at Community level. The '
Commission therefore recommends that reliance be placed on the existing
bilateral agreements (1), with their scope used to the full, and, should
that not suffice, that further bilateral agreements be conocluded. |

3. Several Member States have pointed out that the obligation to maintain
90 days' stocks entailed a heavy cost burden on the oil companies.
'The. Commission recognises that the politics of storage constitute a vital

instrument for the seogrity'of supply of the.consumep.§pdAcopsidgrs that

the financial problemwmust not prevent the Directive from being implemented

within the set time limit. The Commission intends, however, to propose .

/e

. (1) So far only Germany has concluded agreements with its neighbours

within the meaning of Article 6 of Directive 68/414. Its agreements
with Belgium and the Netherlands are reciprocal; those with France and
Italy, on the other hand, are unilateral, relating only to stocks of
German companies located in the foreign country. An agreement between
Belgium and the Netherlands is being negotiated. :
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’ 7.same s1pn1f1cance for' all member countries..» The Comm1351cn, reccgnlslng

-that the problem is great for certain countries (especially Italy),- estimates

_that the problem of the financing cf storage coste and its fair sharing

' between ‘the various categories of company be studied w1th the aid of

E povernment experts and the industry..

o Furthermore, the build-up cf 90—day stocks is cne of the lcngbterm K

Community 8 chectives and ehould nct be affected by short-term economic o

- situations.

g,

Certain member ccuntries (partioularly the Netherlands and Italy) stress. =~
"j’:the difficulties of finding the necessary quantities on international marketsf""'

A‘at acceptable prices.

.The present condition on the_internationel market and the degree of easing'cf'a i

_the situation recently seem not to confirm these fears.

Mcnetany difficnlties'in'pﬁrchasing*edditional quantities do not haVe'the'”

.~that it shculd be resolved in a general economic - context.,

1

'-Conclusicns

';.AThe Council . decision to increase the level of stocks from 65 to 90 days was 5;'
"{:taken in recognition of the 1mportanoe of this factcr fcr the Community'
“‘fsecurity of supply. : Thls ‘reason is till ‘valid and has even been -
.strengthened by ‘the recent: changes on. the world oil market and their effects ;t

?on Ccmmunitv supplles.

; Apart from monetary problems, which have to be. solved in a general context,

: the Comm1851cn considers that there 1s nc effectzve obstacle which cannot be j‘}fj:“‘

'.-f.surmounted at Communlty level to the attainment of a 90—day stock level w1th1n‘;55} C

: i.rthe time limit set bv the Directive.-_W,],j,“gni\;fF" ;
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i. Stock situation in the Comimmitx (1.4.73 t0 1.7.74)

- ANNEX I
| CONFIDENTIAL

STTUATION REPORT ON STOCKS IN THE COMMUNITY |

-Introduction

e f

Thie report reflects the stock situation in the Communlty and has been worked. RS “

- out on the ba.sm of 1nfomation g’:.ven by the Member States,

Thus the declarations of the Member States, ma.de in the applioe.tj.oh of " E
- EEC Directive 68/414 (see Table 1), show that the average level of'stocke
increased from 71 da.ys (in April 1973) to 86 da.ys (in October 1973)

Sta.rt:.ng from that da:he, followmg the deczeion of the pr1no1pa.1 prodncmg
_countries of the Middle East to limit produot:.on of orude oil, the ma;ority
of member countries have been forced = in order to avoid a breakdown of -
supplies = to commence 1:0 deplete the - etocks whioh ha.ve diminiehed 'by ‘
'between 8% and 10% ' "

“At 1 July, 1974, the average stocke, includ:.ng oommero:.al stocks reached for
the whole of the Comm'um.ty was 89 da.ys : : : :

Ta.ble 1 shows tha.t, at the present time, only three Member Statee (France, '

Ita.ly a.nd UK) have at their d:.eposal stocks equal to the 90 da.ys' level. . .

Nevertheless, the a.otual stock situat:.on shou.ld be interpreted with oa.ution,

_as the calculation methods- were not 1den'l;10_a.1 in_..a.ll _theﬁmember- countries’ (1). R

o

('1) -Certain e‘ounfrie_s; repdrted.ebliga:t_ory and commercial stocks together. :

Prowsuonoi oddress: Rue de lo Lo: 200 B- 1040 Brussels - Telephone 350040 358040 —_ Telegfophlc . AEUR Brusselas = :

Telex uCOMEURBRU 2!877»
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‘of Regulation, 1056, the Community should have at its disposal, at the end of

million'm3 is crude ¢il and 27 milliom m3 finished products (see Table IV).

Stock capacity in the Community

According to the information furnished‘by the Member States (see Tabie»II)
the stock capacity in the Cdmmunity was about 223,9 m m3. - If the average | "'_g
rate of consumption of 85% (see Table III) is taken into account, this ' .
amount correspondé roughly to 125 days® consumption of the previous year.

(Por an average rate of 70%, the figure is about 103 days). Névertheless, ',1
at the level of member countries, the situation is not uniform. Only _ v
three countries (Holland, UK and France) reach or pass the 125 days? level,
whereas four countries (Germany, Belgium, Denmaik'and Italy) have stocks at
their disposal of between 88 and 117 days. Ireland (1) and Lusembourg

keep respectively capacities equivalent to 30 and 20 days' consumption,

Of course, the situation of the companies differs from the general situation

of the country.

New stockage capacities are under construction or in ‘the plamning stage in

almost all Member States at this moment.

According to the information given by the Member States, within the framework

1978,‘3 supplementary capacity of about 57 million'ms, of which about 30

s

Legislative situation -

(a) Directive 63/414 makes it obligafSry for Member States to take all
» legislative arrangements, regulations and administrative procedures in
order to maintain, on a permanent basis, a level of stocks for ‘each
category of petroleum products, of at least 65 days' average internal ) Hé

consumption of the previous year.

. l
On 1 April 1974, the Commission requested detailed information from six o i L:
member countries (Germany, Denmark, Ireland, UK, Holland and Luxembourg) L

on the state and on the bearing of their legislation on this matter.

* ek aatyerimisairase

(1) Only capacities of obligatory stocks.




| At the present moment, with the exception of Great Britain, Ireland (1), - i+ .. ."
“the Netherlands'(z)'and-Denmank (3), where.the.stooks are practiéally'bj )
" virtue of" voluntary -commitments, the Member States have regulatlons making
- 1t obllgatory 10 maintain stocks at the 65 day level laid down in.
D1rective EEC/68/414.

. In Luxembourg the current 1eg1slation prescribes a minimum obllgatory L
'>stock level on national terr1tory (45 days for category I = petrol-- and R
o 55 days for category I - gas/diesel 0il), the balance may be stored on }ffiiibi'

"‘V  foreign 5011 for the Grand Duchy's acoount.

) ' In case of snpply difficulties, the assets of Luxembourg and Belgium will
o 7 be added and considered as one (Artzcle 5 of Protocol of 29.1 1963)

I

- (b) only three Nember: States, France (4), Luxembourg and Denmark have, up to the o
. present, taken steps to 1mpose - pursuant to Directive EEC/72/125._ the - IR f
'1norease of stocks to 90 days, commencing on 1, 1 1975.. Sl ,

- In Ge ggx there ie a bill before Parllament Which states that the level of .
- stocks should be raised to 70 days for imported products and to 90 days for

.’fproducts made from orude oil. . - o : AR P T O R |

In I x there are arrangements~— temporarily suspended - whereby the stock'_-‘j=

levels are progresslvely increased by 5 days a year.‘ i

,3'4. Problems raised‘bx the agglication of:Directive'12442§ZEEC'

" Although no‘MemberfS£ate has challenged the‘prinolple ofitheADirectioefcf‘19.12,1972u;_

BV Lo

A bill is before the Dutch Parliament at this moment deallng with the
.creating of stocks of petroleum products. The obligatlon imposed is to-
- maintain stocks at a level corresponding to 18% of the products in a
4 . particular category sold during the previous calendar year: this is'
A © . equivalent to about 65 days' consumption. - ‘
~ " (3) A special stock regulation obliges Danish power stations (whlch can use oil-
L ' or coal for production of electricity. to arrange permanent siocks of . o
. combustibles (oil, coal or. a comblnatlon of the two) sufflclent for three T
- months® consumption. . - o
(4) In France, for 15 years; the whole of the petroleum 1ndustry has assured the
: maintenance of a security of stocks for 90 days (decreed 10 March 1958 and L
‘applzcatlon order on 13 April 1959) . -

:'21; Only in case of crisls.




which is generally accepted as being an effective measure to deal with

- problems of supply, up to now, six Member States have been unable to finalise
the necessary legislation to impose the obligation of a stock level of 90 days?
consumption. They cite the difficulties encountered in the international
petroleum market during the fourth quarter of 1973 and the first quarter of 1974
to justify the delay: these difficulties have suspended the procedures already
started for the application of the Directive. ‘

Nevertheless, and taken apart from the legal problems, declarations having been
made by almost all the representatives of the Mémber States to increase stocks -
to 90 days by 1.1.1975, there remaiﬁ, at this moment, a certain nnmbe: of
difficulties, namely:

- (a) stock capacities level

Several Member States (Germany, Belgium, Denmark, Italy and UK) declare they
_ do not, at this moment, possess sufficient stock capacities to maintain a
. stock level of 90 days. ' '

' The realization of the necessary capacities has been delayed in certain -
countries, either by the implementation of a programme of reconstruction in
" the petroleum industry which has suspended the granting of authorizations

" for one year (Italy) or for environmental reasons (Denmark).

(b) company level

Several Member States have declared that the amount of capital which must
.be tied up for stocks poses difficult’fiscél_p:oblems for the petroleun
industry, the risk being that the indusiry, not always beinglable 1o pass

on the increased costs to the consumer, must bear them itself,

The investments necessary to buy the crude oil and the cohstruction of new
stock capacitiesvwill mean very large figures will be involved (for Italy'
they number about 1.5 milliard § and for Belgium 300 mio FB).

In addition, certain countries (notably Germany, Holland and Belgium) have
emphasised the problems of independent petroleum product distribution firms.

e
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' who cannot rely on stable contracts with‘a supplier able to‘meet.their

O}

7 0il market was profoundly changed, not only at quantity level but also at .

storage requlrements run the risk of encounterlng even more dlfficulty in :*"-1

meeting their obligations (taklng into account the actual price of crude oil :

‘and petroleum products) when the level of reserves is raised to 90 days'

consumptlon on a prev1ous year basis.

Econemic situation

;Afcthe beginning of September 1973, the situation in the international crﬂdefEVf
'>'f' price level..

| .?f‘Certain countries {notably Italy) emphasise the dlfflculties in flndlng, on
_the 1nternat10na1 markets, the necessary quantiiies at an acceptable price.:f'i

- For the whole of the Commumity, the extra stocks will amount to about’

~ .raise the stcck level would risk worsening the pressure nov actlng on the . ..
'international oil market. ' '

(@

'~ about s 2.400 million (2)

countries must import proportionally much larger.quantities than others in ER

30 million tons (expressed in terms of crude oil) (1).

Other member countries comsider that the purchase of .crude oil required tof5~‘

Monetary-situation

It can be estimated that, for the Commﬁnify, the purchase of crude oil -

necessary t0 increase stocks to 90 days would produce an expendlture of

- The repercussion;to each member country are not, however, uniform, certain "(

, order to. reach by 1.1.1975, the level. ant1c1pated by the Communlty '

'regulatlon.

. Certain countries, ih'particular Italy, have stressed the difficulties of .

(1)

(2)

the monetary s1tuat10n, the necessary devices for the purchase of the extra f

_crude oil risk serlously worsening the’ dlsequlllbrium which already exists B

in their balance of payments.

. .

d 'b ..h- :
ool fma" %"%f%&%% ‘E“a%'éﬁilﬁfm‘éﬁ%%% %%%m %’1%%1"’"’“% %" i %oz%%i"
necessary t0 raise the actual level of stocks to _

. ‘culations =

[P P VS
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CpapleI -

R STOCKS SITUATION IN THE COMNUNITY (5)

(given by Member States in conformity with EEC -

Dlrectlve 68/411
ST  ';;Rumber;of qéyé' stocks e
- ‘COUNTRY _ R 1 o ‘ N
oz Ld.4.T3 1,10, 73 4.1.1.74 1 - 1.4.74 1.7.74
Belgium 98. o114 99 (2) | 66 83
Denfiark . 65 9t | 87 g8o - { 87
. France - 86 SEEEE 101 | 88 101
‘Ireland .93 { & 62 61 63 .
Italy | - 80 83 (1)] 105 98 112 (6)
'Luxembourg"' 19 o 17':'?<' 7 12 14
‘Netherlands (3) 64 - 63 62 63 .| 61
| United Kingdon (4) 2. 193 o} 82 83 | 1o2 |
CERC i 8 | 8 g0 | 8 .
(1) 11.11.1973
o {2) 12,74 - 3
~(3) Supplementary stocks not given in the table - (to 1, 5 74) 4. 7 m tormes of S 3
. .finished products (whlch corresponds to about 98 days® . consumptlon) : 1“¢ N
3(4) Supplementary stocks not given in the table (1 5.74) O. 7 m tonnes (about R
3 days' consumptlon)._ : ‘“}5‘wi§~li}

(5) The information is not- homopeneoue, cerialn countrles 1ncluded a mlxed
.- figure of obligatory stocks and commercial stocks. - ¥
(6) During the month of June, Italy disposed of a level of: ob11gatory stocks- ;
 equivalent to 75 days' consumption (compared accordlng to- the 1973 orlsls,'
with the 1971 consumptzon levels). . SR .

e




Table II

- STOCK CAPACITY IN THE COMMUNITY
Situation at 1.1.1974 S I
. COUNTRY | : Existing stock capacity (mlq/m3) _ 3
s . ; ' - As Products B. Crude oil - TOTAL o
o ' (4 + B) E
. Germany (1) (2} o | Cee B oo _: 40,9
Belgium b 6,2 2,8 ' 9,0
Denmark (3) A ) oe .n ' 7'0
France | T 46,2 15,2 61,4
.Ireland (4) _ .o . .e 0,6
Ttaly 23,0 | 1,0 | 37,0
Luxembourg ' 0,1 o 0,1
Netherlands (1) 10,3 12,3 22,6
United Kingdom 30, 1 15,2 45,3
CeEeEe : . ) ' e ) e : 223’9
(1) Situation at the begmning of 1972. o
(2) After the response obtained within the framework of Rega 1056 stock o
capacity in Germany will be at l.le74, 51 million m3 (of which 27,0 - ;.gj

| At . is products and 2440 crude oil). _ ) e

(3) Stock capacity near raffineries and those of 1mported flnlshed productsjj’;@ﬁ
refer to November 1971, . . _

(4) Excluding commercial stock capacity.

T P Co. oL .
. o T P i ey i e =
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' STOCK GAPACITY IN DAYS CONSUMPTION'

f'Estimates-

Daily consom- Capacity of 14 Number of dgys consumption

mation stock _ e
(expressed (expressed {. . ; _ ' o
in m3) . ' {in products) MlnimE? réte E Minimz? :ate

Ty mi°/?g) = willsation | utiligation

COUNTRY

Germany | g9 | 409 - om3oo | e

‘Belgim . . 69§ es | e . | 106

Denmark . - | 55.1 7.0 F o8 109
France e i SO B 333-9 1 . 58.9 Lo 124 | 1500
Ireland . -] 169 | 0.6 | = 25 30
Italy SR - 251.3 o 34T 9T ot

Lﬁxémbourg}v 4;,~"i' : ai 4.9 " o OQI.J_' .15 1 20 _fmf"
- Netherlands -~ | - 6.3 | 205 {238 - ] 289 . -

United Kingdom = - | 290.0- | . 45.3 ..} 110 -} 1z

i 3

(1) To convert -tons 1o m3 the coeffzcient of 0. 8 has been used.  _;

- In practice, the refineries need a certain operational: flexibility
{irregular supply, seasonal movements, - eto.), which will be dlfferent N
for each refinery. The rate of 70% can be considered as a mlnlmum. ;,“~

‘ ...The rate of 85% is much nearer to the real p0581billt1es.

EZg Stock capacity of crude oil has been divided by 1.2, o "‘;*f h[f"ﬁ
From the technical viewpoint the rate of utilization can be almost 100%.'{.;ﬂ,-
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STOCK CAPACITY (1) T . L DABLE IV
(under consiruction er projected) ‘

mie/m3

RODUCTS . ' CRUDN OIL TOTAL GENERAL

- COUNTRY _ -

ﬁ' .d)ﬁnder construct=- | b) project ¢ )under : " d) project (2abrord)
! "~ ion : construction

— R e

Gcrﬁiny (2)
: Belgiuﬁ'(3)'f

PR RSWR T S TR

2,6 L 24 18,7 21 25,8
o2 | - . 0,2
T2, | o8 | - - 2,0
sl T 13 W | a 10,7
frelana T a N T R

"Denmark

Iy
T L T T R

tt ) : ‘I:talyh'-(4 ittt #_u....é’o -_ | 2,5 R .  _ _* R . .. & . 8'5
:?"Af : ' Luxétbowrg | . nd - Ol Cpd “.:: o - b m
. C Metwerlamas™ ! UTae o 20 b oA 05 3,2
<11 United Kinglod () """1,0 . |26 7 . 1,4 1,5 | 65

- iy
-
-

EESC. o |5 oo 96 | 22,6 1 1,2 { 56,9 -

* TPigures less than 60,000‘m3_ ' B - . . .
1) Pigures gbtainedhvia Regulation 1056 concern for the most part storage installations of a oapacity of
© 100,00Cm™ or more . . . _ S - - '
2) Certain figures for undersrourd storage have begn considered exclusively in crude oid =
"3) Tigures. rounded off —~ exocludirg capacity {1400m ) which will be taken out of service during 1974.
.. 4) Concerring enlargement demandg end new installations on which public opinion has yet 40 be pronounced.} -
15) Bxcluding capacity (135,000 m”) which will be taken out of service during 1974.. L o
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