
lO D O W N I N G STREET 


From the Private Secretary October 1979 

COMMERCIAL - IN CONFIDENCE 

S i r David Brown c a l l e d on the Prime M i n i s t e r at 1100 t h i s 

morning. He t o l d the Prime M i n i s t e r t h a t he was very d i s s a t i s f i e d 

w i t h the compensation which the Department of I n d u s t r y were 

o f f e r i n g f o r the n a t i o n a l i s a t i o n of Vosper's: t h e i r o f f e r amounted 

only t o £4.5 m i l l i o n , whereas the market valued the company at 

£35 m i l l i o n based on i t s performance r i g h t up t o v e s t i n g day. 

Although he understood t h a t the Department's o f f e r had been 

worked out on the basis of the compensation terms i n the N a t i o n a l i 

s a t i o n Act, he s t i l  l thought t h a t the o f f e r was t o t a l l y u n f a i r ; 

he had also been advised t h a t the Secretary o f State c o u l d , i  f he 

so wished, o f f e r compensation o u t s i d e the terms of the Act. I f 

the o f f e r was not improved, the shareholders might w e l l appeal t o 

the European Court: he had been advised t h a t they might w e l l win 

such an appeal. 


S i r David went on t o say t h a t he was concerned t h a t the 

Government appeared t o have no plans t o s e l l the w a r s h i p b u i l d e r s 

back t o the p r i v a t e s e c t o r . Since n a t i o n a l i s a t i o n , B r i t i s h s h i p 

b u i l d e r s had not received a s i n g l e warship c o n t r a c t . I f t h e r e 

was too much delay, the w a r s h i p b u i l d e r s would go i n t o d e c l i n e . 

He hoped t h a t S i r K e i t h Joseph would b r i n g forward plans f o r de

n a t i o n a l i s a t i o n i n the near f u t u r e . 


The Prime M i n i s t e r s a i d t h a t she noted the p o i n t s which S i r 

David had made. Although she thought i t would be d i f f i c u l t t o o f f e r 

compensation o u t s i d e the terms of the N a t i o n a l i s a t i o n Act, she 

was sure t h a t S i r K e i t h Joseph would look i n t o the issues which 

S i r David had r a i s e d ; i n a d d i t i o n , he would no doubt be c o n s i d e r i n g 

the p o s s i b i l i t i e s of s e l l i n g the w a r s h i p b u i l d e r s back t o the p r i v a t e 

s e c t o r , though the f i r s t p r i o r i t y must be t o s l i m down and 

r a t i o n a l i s e the m e r c h a n t - s h i p b u i l d e r s . 


S i r David handed over the enclosed note, which the Prime 

M i n i s t e r has asked me t o draw t o your Secretary o f St a t e ' s a t t e n t i o n . 


T. P. LANK ESTER 

Ian E l l i s o n , Esq., 

Department of I n d u s t r 




VOSPER LIMITED •- Compensation 

coveri n g the N a t i o n a l i s a t i o n of 

Vosper T h o r n y c r o f t (UK) L i m i t e d 

Vosper S h i p r e p a i r e r s L i m i t e d 


1. I  t i s now more than two years since Vosper L i m i t e d 

was deprived of i t s U.K. S h i p b u i l d i n g and S h i p r e p a i r 

i n g businesses i n consequence of the Labour Government's 

c o n t r o v e r s i a l A i r c r a f t and S h i p b u i l d i n g I n d u s t r i e s Act 1977. 

To date o n l y £1,350,000 has been r e c e i v e d as payments on 

account and the high e s t o f f e r of f u r t h e r compensation so 

f a r put forward amounts t o £3,150,000. This i s q u i t e 

unacceptable since t h e t o t a l compensation would amount t o 

l i t t l  e more than h a l f the annual r a t e of p r o f i t s being 

earned be f o r e n a t i o n a l i s a t i o n . 


2. The r e c o r d of the n a t i o n a l i s e d Vosper companies i n the 

5 t o 6 years up t o Vesting day was one of r a p i d and 


s u b s t a n t i a l growth. 


Turnover and p r o f i t s b e f o r e t a x a t i o n were • 

Turnover P r o f i t s P r o f i t Margin 

£M £M % 


Year ended 31 .10.72 36.0 1.3 3.6 

31 .10.73 39.5 1.7 4.3 

31 .10.74 53.5 3.3 6.1 

31 .10.75 76.0 4.1 5.3 

31 .10.76 85.0 5.5 6.4 


8 months t o 30 . 6.77 69 .5 5.2 7.4 

The tu r n o v e r and p r o f i t s f o r t h e l a s t p e r i o d b e f o r e 


v e s t i n g day were thus at r a t e s of approximately £100 m i l l i o n 

and £8 m i l l i o n per annum r e s p e c t i v e l y . 


3. The n a t i o n a l i s e d Vosper companies have been f a i r l y valued 

by the Stockholders' r e p r e s e n t a t i v e , merchant bankers and 


stockbrokers at £35.4 m i l l i o n . 

N e tt t a n g i b l e assets were £25 m i l l i o n . G o o d w i l l i s 


t h e r e f o r e £1C m i l l i o n . ( P r i c e / e a r n i n g s r a t i o 8.5) 


4. Since n a t i o n a l i s a t i o n Vosper T h o r n y c r o f t (UK) L i m i t e d has 

continued t o make s u b s t a n t i a l p r o f i t s ( B r i t i s h S h i p b u i l d e r s ' 


Accounts) thus c o n f i r m i n g c o n t i n u i n g success from c o n t r a c t s 

n e g o t i a t e d p r i o r t o n a t i o n a l i s a t i o n . 


9 months t o March 1978 £4,511.000. 

12 months t o March 1979 £10,730,000. 


5. Orders i n hand at V e s t i n g day £267 m i l l i o n . 

6. Vosper S h i p r e p a i r e r s was p r o f i t a b l e p r i o r t o n a t i o n a l i s a t i o n 


b u t has susta i n e d losses s i n c e from c o n t r a c t s n e g o t i a t e d 

since n a t i o n a l i s a t i o n . 


9 months t o March 1978 £3,733,000. l o s s 

12 months t o March 1979 £2,490,000. l o s s . 
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7.	 Members of t h e present Government when i n O p p o s i t i o n 

agreed i n debate t h a t the compensation should be f a i r . 


8.	 I f no agreement can be reached w i t h the Secretary of 

S t a t e , the matt e r w i l l be taken t o a r b i t r a t i o n . 

I f the r e s u l t of a r b i t r a t i o n i s u n s a t i s f a c t o r y i  t i s 


Vosper's i n t e n t i o n t o make a p p l i c a t i o n to the European 

Commission and Court of Human Rights at Strasbourg. 

9.	 Counsel has advised t h a t Vosper has good prospects of 


success at Strasbourg. 

10. I n the event t h a t the Conservative Government were success


f u l at Strasbourg, i t would be s e t t i n g a most u n d e s i r a b l e 

precedent f o r a f u t u r e Labour Government. 


11. The Act pro v i d e s f o r compensation t o be based on the 

Parent Company's average share p r i c e d u r i n g the r e f e r 


ence p e r i o d (1973/4) which has been r i g i d l y adhered t o i n 

n e g o t i a t i o n by the Department of I n d u s t r y w h i l e d i s r e g a r d i n g 

S e c t i o n 38(1) which provides t h a t t he compensation 


" . . . . s h a l l be such as may-be determined by 

agreement between the Secretary of S t a t e and 

t h e s t o c k h o l d e r s ' r e p r e s e n t a t i v e . . . . " 


Queen's Counsel have confirmed t h a t t h i s gives the Secretary 

of S t a te power t o agree a f a i r f i g u r e . 


12. I t had been understood t h a t i t was the present Government's 

i n t e n t i o n t o d e - n a t i o n a l i s e c e r t a i n elements o f the 


S h i p b u i l d i n g I n d u s t r y and i n p a r t i c u l a r , the w a r s h i p b u i l d e r s . 

Could we be advised as t o why t h i s was reversed and whether i  t 

i s s t i l l the i n t e n t i o n t o d e - n a t i o n a l i s e at some stage. 


13. I t being i n the i n t e r e s t s o f a l l concerned, not l e a s t t h e 

Conservative Government t o r e s o l v e t h i s problem w i t h o u t 


recourse t o A r b i t r a t i o n and Strasbourg, would the Pr^me 

M i n i s t e r ask S i r K e i t h Joseph or Mr. B u t l e r t o meec our 

Chairman and Stockholders r e p r e s e n t a t i v e (Mr. Richards of 

D e l o i t t e s ) i n an attempt t o r e s o l v e t h i s matter on a f a i r 

b a s i s . 


16th October 1979. 


j. xn<_>iiiy(_x.(ji. i. vurs.; ijtu cngxana S S ^ J  I -. xu , / J U O J , X O U 



&&ntf subsidiary companies 1979 

P r o f i t / 

(loss) 
W h e r e
 , Turnover' .
r e g i s t e r e d before tax
je 


arclay Curie & Co. Ltd Scotland 2,439 (1,379)

( i n 1979 a s u b s i d i a r y 

of V i c k e r s Shipbuilding 

Group Ltd.) 


enton Nominees Ltd England 


3 r i t i s h Shipbuilders Pension T r u s t Ltd England 


3rooke Marine Ltd England 15,128 1,721 


Cammell L a i r d Shipbuilders L t d England 46.804 2,343 


Clark Hawthorn Ltd England 


George Clark & NES Ltd England 11,387 (1,471) 


Falmouth Shiprepair Ltd England 7,704 (3,138) 


The Goole Shipbuilding & Repairing 

Co. Ltd England 10,402 (1,435) 


Govan Shipbuilders Ltd Scotland 33,933 (13,539) 


H a l l Russel & Co. Ltd. Scotland 14,754 160 


Hawthorn L e s l i e (Engineers) L t d Enaland 5,401 (787) 


24 
*John Kincaid & Co Ltd Scotland 12,267 


River Thames Shiprepairs Ltd England 7,089 (5,214) 


Robb Caledon Shipbuilders L t d Scotland 12,439 (11,725) 


Scott Lithgow Ltd Scotland 56,614 (12,473)


Scott Lithgow Drydocks Ltd Scotland 1,461 (918) 


Shipbuildina Publications Ltd Enaland 


Smith's Dock Company Ltd England 46,743 (6,032) 


Sunderland Shipbuilding &

Engineering Co. Ltd England 95,117 3,642 


Swan Hunter Shipbuilders Ltd England 106,942 (15,761)


Swan Hunter Training & Safety Co. England 1,031 94 


Tyne Shiprepair Group L t d England 32,063 (8,373)


Vickers Offshore (Proj e c t s &

Developments)Ltd England 636 (5) 


V ickers Shipbuilding Group Ltd England 147,237 9,025 


Vosper Shiprepairers Ltd England 7,810 (2,490) 


Vesper Thornycroft (U;0 Ltd England 99,434 10,730


 Turnover 


 2,284 


12,808 


11,705 


10,010 


5,567 


7,845 


53,056 


3,030 


4,558 


6,749 


4,852 


12,914 


 22,328 


9,599 


22,224 


66,407 


 300,705 


637 


 16,399 


1978 

P r o f i t / 

(loss) 


 before tax 


(778) 


758 


(26,233) 


(695) 


(871) 


97 


(9,951) 


229 


132 


(2,910) 


(2,702) 


(7,616) 


(23,80? 


(34 5) 


C650Q] 
r


3,699 


(11,366) 


60 


(3,919 


Not a subsidiary 


93.121 4,861 

8,056 (3,733 

 63,180 4,511 



Uent in sub s i d i a r y companies (continued) 1979 1978 

where P r o f i t / P r o f i t / 


r e g i s t e r e d Turnover (l o s s ) Turnover (l o s s ) 

before tax before tax 


,• shipbuilders Ltd England 52,582 3,099 29,654 1,789 

i rrow 


rrow (Training) Ltd Scotland 244 163 
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