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oF BNOC
p;.‘evio“’ reference: E(79) 5th Meeting, Ttem l;
TTEE resumed its discussion of the future of the British Nati .

ration (BNOC), and of the scale of disposals of oil assets in‘ :hm:al -

Sea in 1979‘80’ = had,bEfore 1% HIES SR o papers E(79) 20, 21 22e ‘:rth

sou)(79) & together with a minute from the Secretary of State f;r Enan

dated 18 Julys containing modified proposals for the future of BNOC; . &

ginute from the Chancellor of the Exchequer dated 19 July comentin, y .

» minute from the Chancellor of the Exchequer dated 20 July reportirglgon g

yssions in E(DL); a minute dated 20 July from the Attorney Ge
neral

disc
’ giving

Jegal advice on the method of sale of BNOC assets; a minute dated 20 Jul

fron the Secretary of State for Energy about future offshore licensin :
Jhich was attached the draft of a Parliamentary answer which he propoi;d :
give later that week; and a minute dated 23 July from the Secretary of Sta:e
for Energy covering a draft of the statement he proposed making to Parliament

on Thursday 26 July about o0il policy generally

'-l'HE CHANCELLOR OF THE EXCHEQUER said that it had become clear, in discussio
in B(DL) and between Ministers informally, that there were two interlocki 8
sfts of issues concerned with the future of BNOC and with the scale o:c P
disposal of its assets. In his Budget speech he had announced that public
;:s::n::i:h:r:?:z?:of 5.21 bill::ton would be disposed of during 1979-80.
i wa:.l ;ty it was important to meet this objective. Some
- Euterprim Band alreadyT including about £100 million from the
ety e :e ;ard; £80 million from various miscellaneous sources,
- v Aoy (::er:::)Corl()oratmns, 'and 5':30 million from the Radio
e B, v e TRC) (subJet:t 1n.the last case to confirm-
Y e e necessary legislation). To bridge the rest
nt proposals had been made. First it might be

Possib]e -
sell
Package sk all or most of BNOC's upstream assets to BP in a single

aboyg, 2600 mi1

of ssets op 5

;.1*' would be possible as in his original proposal, to sell

i

on worth of BP shares, together with smaller scale disposals
roun < =

§°”’°’ﬂtion i) d £200 million by BNOC and possibly the Btitish Gas

P shargg 5 “

c) assetg

!cale "

the Gove

bl Sfi:ally, a compromise had emerged, under which fewer
, and the scale of disposals of BNOC (and possibly
the . The package ?ale to BP would be on such a
S Y noi’ would ne?d to make a rights issue to finance it. If
take up its option under this issue, its holding
1§

[ ommm— |~ CRET

o X
ould be increased.

84




~IL. L e :
- ‘Horé'o:v;'r: %o' proceed as BP had Suggested

shares in 8 subsidiary company in which BNOC'g LTI

the interests of other partners in the.on ty

e to dispose of their Ob-jections by

would fall to about 42 per cente-

through the purchase of

would be vested, would override
It might be possibl
e compani

tions to the second option, , s
ale

fields concerned.
t there were 35 or moT
The objec
had been voiced at the previous meetiug'

es involved and this wou.
negotiation, bu 14 tal

time. BP now shared this view.

of BP shares worth £600 million,
e sale 0
leaving the Government with the same h‘-"lding

It would be necessary to 100kt
0

: t 8 per cent of the BP
third option would require th £ abou P shareg a
a price of about £350 million,

the first option.

as it would retain under :
to find assats to yield the remﬂining

BNOC, and probably to BGC as well,

£400 million. This would leave BNO
entual introduction of private

It was the course he
1d, as the Bank of England had

C as a realistic operation, without -

judging the ev capital into the Corporation!s
remaining activities. advocated. But an early decisiy
eded, if the BP shares were to be so

two instalments,

was ne
advised, with payment by

financial year.

both falling within the present

THE ATTORNEY GENERAL said that he had discussed with representatives of BP

the possibility of a block sale by me
any would normally have chosen to follow

ans of shares in a subsidiary company,

This was the course which the comp

themselves. The company agreed that it involved a risk of challenge from

any one or all of the other partners in the fields concerned, who might apply
to the courts for an injunction to stop the sale. This was a risk which BP
might have been prepared to accept on their own accou.nt; but which the
Government could not afford to run. It would be preferable to seek to
negotiate separately with each of the companies involved, and to persuade

them to forego their contractual rights under the present agreements.

THE SECRETARY OF STATE FOR ENERGY said that the Chairman of BP had thet
morning suggested a further alternative, under which the company would %
to buy out the existing rights of the other licensees. This would of i
be reflected in the purchase price.

should L
3 enty
curtailed. There was no case for retaining its advisory role to Gover™ 20
it

il
equi e : jcips?
quity stake. But the access to oil which it derived from its parti® N

3 ine
greements was in present circumstances important and should be ret&s

2

[ommm— 2T

In discussion, there was general agreement that BNOC's activities

nor its membership of the operating committees of fields in which

: Some of its upst : g
e being: pstream equity interests should be sold in the

4im .
& ont yesr 8% part of the disposal operation. No final geci
ec i
pres o this stage about the remainder, given that i isions need be
reache at it was impracticable

o proceed V1P the package sale to BP. The possibility of a sale by th
e

tion (BGC) of its onsh .
sh Gas Corpora nshore 0il field at
Wytch Farm should

priti ” »
¢t at this point. BNOC
i ruled ou was over-committed to
exploration,

b

o i i and

spould pe directed to dispose of some of its interests under earlier 1i
cense

rounds+

I further discussion, it was argued that it was noy important +
- 3 - 0 proceed
(ith the allocation of sixth round licenses in order to inroscrs P te
. ; momentum in
the North Sea. It might also be desirable to make an ettt
e

Government's intentions in the seventh round. However, the scal -
e of seventh

d licensing raised 1mpor tant questions of dep]etlon pO]]‘ cy which th
) ittee had not yet considered. It nn;_’hf, therefore be preferable to defer
deci ions on the seventh round, prov ided it were made to clear publlcly that

it would proceed in due course.

In further discussion, it was argued that it would be important, to maintain
the credibility of the Government's overall financial policy, to proceed with
Sfles totalling £1,000 million in the current financial year. However, it
::f:_;::: z::si:lzhto fix.:xd ott.zer public sector assets, both in Goven,nnent
B el e.nat1ona11?ed industries and other public corporations,
e quu::kly to yield additional sums. All Departments should
perate in the search for such assets, particularly in order

to avoid the n
eed for sal
e 2yeale of BP shares, at least on the scale originally

THE PRIME
MINTS! i :
TER, summing up the discussion, said that the Committee had

10V agreed ap
out th,
Statuto e future role to be played by BNOC. It should lose its
Ty role as advi

“terahip o2 the o
eq‘lity Partner,

to 51 Per cent of
arraﬂgements.

Ceigs
01810115 neeq

ser to Government, and should give up its automatic
Perating committees of those fields in which it was not an
It should retain its trading role, under shich it had access
0il produced from the North Sea fields, subject to buy back
BNOC'g upstream assets should be reduced, though no final

b :
be directed £ e taken at this stage on the scale of disposals. BNOC should

iceng

0 di .
g spose of some minor exploration obligations under earlier
to s

Temoye BNOC

» for the best price possible‘: Tt had already been decided
s .
e€Xemption from Petroleum Revenue Tax (m). BNOC should

(] S©CRET o

etk e




S5 TR e— |

f}«‘,g’eu’vef‘;“*b' proceed as BP had Suggest,
ry company in which BNO(;ls .

t 42 per cente-

)

would fall to abou -
through the purchase of shares in a subsidia

1d be vested would override the interests of other partners ipn the
wou e ’

fields concerned It might be possible to dispose of their Objecti°ns
ields 3

but there were 35 or more
The objections to the second option, .
sale

L 8seq,
of)

companies involved and thig
negotiation, e ;
time. BP now shared this view.

of BP shares worth £600 million, h
sale of about 8 per cent of the BP shares t
a

leaving the Government with the same h°1ding

ad been voiced at the previous meeting

third option would require the

a price of about £350 million,
he first option. It would be necessary to Tagks
0

as it would retain under !
to find assets to yield the remaining

BNOC, and probably to BGC as well,
£400 million. This would leave BNOC as a realistic operation, without i

judging the eventual introduction of private capital into the Corporatjey,

remaining activities. It was the course he advocated. But an early decisj,
was needed, if the BP shares were to be sold, as the Bank of England hag
advised, with payment by two instalments, RgER Tolline,vitiy, the, pEg

financial year.

THE ATTORNEY GENERAL said that he had discussed with representatives of Bp
the possibility of a block sale by means of shares in a subsidiary company,
This was the course which the company would normally have chosen to folloy
themselves. The company agreed that it involved a risk of challenge from

any one or all of the other partners in the fields concerned, who might aply

to the courts for an injunction to stop the sale. This was a risk which B

might have been prepared to accept on their own account, but which the
Government could not afford to run. It would be preferable to seek to
negotiate separately with each of the companies involved, and to persuade

them to forego their contractual rights under the present agreements.

THE SECRETARY OF STATE FOR ENERGY said that the Chairman of BP had that
morning suggested a further alternative, under which the company would =
to buy out the existing rights of the other licensees. This would of o
be reflected in the purchase price.

. ! %
In discussion, there was general agreement that BNOC's activities should

' entt

curtailed. There was no case for retaining its advisory role t0 (;oveﬂ‘:nﬂ

nor its membership of the operating committees of fields in which $hat i
ip?

0

equity stake. But the access to o0il which it derived from its partic”

. in®
agreements was in present circumstances important and should pe retal’

P b Sy § 0 B

fof

Some of its upstream equity interestg should be solq j th
in e

part of the disposal operation N i
. © final decisions
need be

stage about the remainder, 1V
given that it was i i
lmpracticable

The Possibility of 4 sale by the

i of its onshore 0il fj wy‘tch Farm should
: ' ield at

B jtis t this point. BNOC was over-

T thi er

the package sale to BP,

committed to exploration, and

chould e directed to dispose of some of its interests under earlier 1
ler license

rounds.

1o further discussion, it was argued that it yas now important to pro d
Ji¢h the allocation of sixth round licenses in order to maintain mfmec:e i
the North Sea. It might also be desirable to make an announcement ab:u:m »
government's intentions in the seventh round. However, the scale of se s
round licensing raised important questions of depletion policy which th:enth

Comittee had not yet considered. It might therefore be preferabl to def
e to defer

decisions on the seventh round, provided it were made to clear publicly th
icly that

it would proceed in due course.

In further discussion, it was argued that it would be important, to maintai
] ain

. policy, to proceed with
sales totalling £1,000 million in the current financial year

night prove possible to find other public sector assets
’

the credibility of the Government's overall financial

However, it

both in Government

Departm i i i en
vhl.)uh ents and in the nationalised industries and other public corporations
ich coul i i ,
uld be sold quickly to yield additional sums. All Departments should

be asked to CO=0 M
perate in the search for such i i
: assets, partlcularl in order
P"’P"sed. -

sale of BP shares, at least on the scale originally

T PRIVE MINTSTER,

oy agreeqd about, the
statutory Tole as ag
membership of the op
iy Partney,

Summing up the discussion, said that the Committee had
future role to be played by BNOC. It should lose its
Viser to Government, and should give up its automatic
erating committees of those fields in which it was not an
It should retain its trading role, under shich it had access

to 51
Per cepg 2
of 0il produced from the North Sea fields, subject to buy back

Uran,
fhents, p
ecisioug el bNOC'S upstream assets should be reduced, though no final
i €d be :
2 dlreCted taken at this stage on the scale of disposals. BNOC should

to g
Spose of some minor exploration obligations under earlier
» for the best price possible, Tt had already been decided
s ’
€Xemption from Petroleum Revenue Tax (PRT). BNOC should

leeng;
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cess to the Nationa
" £ =
inciple to the creation of a su siduary L

ght be transferred, though it 3
not

1 0il account for investment o
lose its privileged ac apltall
There was DO objection in pTr :
1 of BNOC's assets ml

to which some OT al it Rottl' 1icetives 1o iBf

£ i jately- N

tial to do s° immedia g oty

seem essen s onin already provisionally determineq, By
)

Sea should be allocated on

should be extricated from its 1
No decision should be t

nvolvement in these licenses once they Bag
ooy

aken about the extent, nature or timip,
issued. P
h round licensing until the
er paper
to question on this issue until decisiong ¥

Committee had considered future oji] il
ety

sevent
from the Secretary of State fop B
ergy

policy on the basis of a furth

and no answer should be given
The Secretary of
tatement as quickly as poss
to the fact that a seventh roup b

been reached State should circulate a fresh version o¢ K

. 8
proposed Parliamentary s
efer, if necessary,
1d give no details.

ible for clearance by

colleagues: it could T

paration but cou The Committee note

licensing was in pre
that it was not practicable to procee

assets to BP. The Secretary of State for Ener

BNOC and BGC and with BP,
yield a net £400 million in 1979-80.

d with a block sale of all BNOC's upsty,

a
gy should, in consultation yit
arrange for sales of assets by BNOC and BGC which

would In doing so, he should either

arrange for BP to buy out the rights of BNOC'
this in the purchase price, or seek to persuade
should forego their rights. If BP were not willing to purchase all the assets
required, the remaining purchasers must be Britis
announcement of this intention should be made at the present stage.
Financial Secretary, Treasury, should arrange for all Government Departments
to review their property holdings, and those of nationalised industries and
other authorities for which they were responsible, to see whether additions!

realisations could be made during 1979-80. The Committee would meet again
e of oil assets al

s other partners, allowing for

the other partners that they

No public
The

h companies.

the third week of September to review progress in the sal
the possibility of other sales by other Government Departments and Agencie®
A% that tine the Comittes would decide vhether, and if so how masy, BP &%
should be sold to make good any shortfall in the overall target- No overt

preparations for the sale of BP shares should be undertaken meanwhile-

The Committee —
up of o

Took note, with approval, of the Prime Minister's summing
and the

m;ﬁnéemd invited the Secretary of State for Energy
cretary, Treasury to be guided accordingly.
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CONFIDENTIAL

BEVIEW OF THE DISPERSAL PROGRAMME

5 sidered a memorandum by
Comm:tf,ee consl um by the Lord Presi
sident of the Co i
uncil

The -

06) covering a report by officials
(E(79) ) P and recommending a major reducti
in the size of the ivil Service dispersal programme ction

RESIDENT OF THE COUNCIL s 3
HE LORD P! UNCIL said that in 1974 the DEeane -
Administration

d a dispersal programme involvi
had announce gramme involving some 30,00 :

»000 Civil Servic

e

peadquarters posts. Moves involving 5,

000 posts had b
k . een completed.
renaining dispersal programme was very expensive (over £250 l')11 -
millj
the end of 1983-84) and offered dubious benefits in terms of th lon up to
e Baacact ° e £
efficiency of the Service. The Government had announced on 11 J e
n une that it

vas reviewing the remainder of the programme The sravi Yonil
i 2 ew had been cond
lucted

by officials whose report included a set of costed options., Opti i
the five moves which the Ministers responsible wished to see cmlt"m -
Manpower Services Commission to Sheffield, the Export Credits Guauuwd i |
Department to Cardiff and the Council for Small Industries in Eurrimtee
Salisbury, all of which were in progress, plus the moves of th S: l'lreas 5
0ffice Laboratory to Norwich and of 90 Customs and Excise po te e
Option 2 comprised in addition to the moves in Option 1 ti yerea So“ﬂ'mnd.
:ow under construction at Bootle for up to 2,300 staff ;nd :t“:.!: :fK:fh":es
or 650 staff. The Home Secretary and the Secreta: f8 . =
Environment were prepared to send 150 and 1 by tafe o
e — . 50 and 100 staff respectively to Bootle,
L ride were earmarked under the current dispersal
eas Development Administration. Option 3 gave two

addi tional acka 3 2 i i
P ges of moves wh b 0.
: ich mlght e considered on
regl onal grounds .

0 :
ad Glasgoy, 00 extra posts split equally between Merseyside

Th . .
€ second gave, in addition to these, a further 1,350 posts

- 3,000 to the North East.
Erame modifjeq

% Glasgoy ang
Option 4 represented the existing

only by the cancellation of the move of the Laboratory of
ists from London to West Cumbria, and by the dispersal to
om within London in substitution for-the 4,000 Ministry

€ to go there from locations other than London under the

g A
: 8% of posts fr

Defence Posts du
Previgyg Administra

Tedyc tion's plans.
ing MQnPOWEr’

On grounds of Government efficiency and
he recommended the Committee to choose Option 1, though

5
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nal considerations might lead the Commitie, to

whatever the decision, it would Deeq ¢,

ant that the announcement Shonl
q

he recognised that regio
decide on Option 2 or Option D-

i 1,

; t. It was impor

ed to Parliament. -

P mo‘mcf the Summer Recess, since as long as it was delayed woy on
be made before

. t the cost of £800,000 a monty
2 ould continue 2 z
the existing programme W

d that both on political and on regiog
4 a]
the agreed dispersal package shoulg
otland. The Scottish element ip Opti,
L

In discussion, it was strongly argue
policy grounds it was essential that
a substantial element for Sc :
ous Administration's plans but thig % i

ey had taken a misguided decision %o

include

would be a reduction from the previ

be justified on the grounds that th

disperse some 4,000 posts to Glasgow
ed this decision.

ts, of which 650 should 20 to the b“ildig

from outside London, and that the

present Administration had revers It was essential for't,
package to contain at least 2,000 pos

now under construction at East Kilbride, and the remainder to Glasgow, yiy;

Glasgow, the St Enoch's site was more important than the Anderston site, ay

should have priority as the dispersal location.

In further discussion, it was argued that the claims of Wales had not been

given sufficient weight.
location because it had a lower unemployment rate than Merseyside or Glaspy

but the proposed offices at the St Mellon's site would draw some of their
staff from the hinterland of Cardiff where unemployment was high. The prop

dispersal of Ministry of Defence staff to this site was also the most cost
Cardiff was less than 2 hours by

Cardiff seemed to have been rejected as a dispersl

effective dispersal in the programme.

from London and was conveniently close to the existing Ministry of Defence

establishment at Bath. It was also argued that the problems of Merseysidt :
b
demanded attention. The Crown Office nearing completion at Bootle could ¥

used for dispersal at relatively low cost. Scotland might be the most 4
s L I kel
sensitive area politically as far as dispersal was concerned, but the 1

reaction in the North East and North West of England to the cancells®” 1
plans to disperse work there should not be underestimated. OB e Othe;abiﬂ
hand it was pointed out that the public expenditure cuts agreed bY tb? i
implied a dispersal programme no greater than Option 2 plus o SCOtt::ul :
ther®

of Option 3i. If the Committee wished to go further than this
a need to consider making offsetting savings.

6
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In continued discussion, it vas argued that in going beyond Optj
v Ption 1 the

commi tte€ need only decide what numbers of staps were to di
: A . sSperse and
. TheTe was no need to identify dispersing Departments A where
* . ainst this 1
was strongly argued that an announcement which did net identify g iy
11y dispersing

Depuments Eald only add to ‘the existing uncertaintie
S.

[HE PRIME MINISTER, summing up the discussion, saig that +

: he C i
agreed that the five moves described in Option 1 of E(79) ok hed ke

26 sh
They had also agreed that there should be g stoitlaiien should go ahead,
i

s to Bootle they agreed that 150 Home Office and 100 Departm
artment of the

eed by their
The Committee would also b
to an additional 2,050 staff to be di

Fovironment staff should be di spersed there as already
agr

respective Secretaries of State.
e content for up

spersed to Bootle if their Department

They had sympathy with the view that at least 2,000 posts sh 1
=9 S should be

the favoured sites being East Ki]

agreed.

dispersed to Scotland,
bride and Glasgow

The Lord President of the Council should chair a meeting of th
o e

St Enoch's.

Secretaries of State for Defence, the Environment and Scotland, togeth
» together

with the Chief Secretary, Treasury and the Ministers of State for the Ci il
S e Civi

g .
ervice Department, and Foreign and Commonwealth Office, to reach agreement

Scotland and Bootle,

s dispersal policy for

on the size and composition of the dispersal packages for
and to agree a final statement of the Government'

announ i
cement to Parliament on Thursday 26 July. This statement would need

to specif: i

k- Yy which Departments would be dispersing to which locations, and the
ers of staff involved, though it need not nec

of work woulq be moved.

to her before Thursday wi
statement.

essarily specify which blocks
The Lord President of the Council should report back
th the Group's conclusions and an agreed draft

The Commi tteq _

Took not $
d_iScussi:;] :;:hvapl.aroval, of the Prime Minister's summing up of their
Disters ~ 1nvited the Lord President of the Council and the other
Ncerned to be guided accordingly.
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SECRET
[E NEXT PAY ROUND

3
ttee had before them a memorandum by the Secretary of State for

the Comni

Niae Department (E(79) 27) about the timing of major pay claims over
the

year, the problems which these coulg involve,

the next and the Government's

optioﬂs for dealing with them.

i HOME SECRETARY said that the Amnexes to the memorandum, which had been
prepal'ed by officials in the Departments concerned, showed the timing of
se various pay settlement dates, and discussed for a number of key services
the likely industrial climate and the contingency planning which the
Government had in hand. Contingency plans were currently being reviewed in
the light of experience over the past year, and he would bring forward in
September any suggestions for amendments. He felt there was a need in
addition for a rather broader look at contingency arrangements for dealing
vith the possibility of disruption of a more widespread nature, divorced from
the normal processes of collective bargaining, and perhaps stimulated by
severe local concentrations of unemployment., He would arrange for this work
to be carried forward by officials, and would report to colleagues on this

also in due course,

In discussion it was noted that results during the pay round would depend
very much on the extent to which there was public understanding of the
tonsequences of high pay settlements for employment. It would be important

for all Ministers to hammer this message home whenever opportunity arose.

0o particular points in the paper, the Committee felt that the possible uses

°f volunteers in minimising the consequences of strikes should not be under-
estinateq, although it was noted that discussions were already in hand about

1V volunteers could be used in the case of the Health Service, and "compassionate"
feIvices generally. Supplies of coal to power stations were being improved as

T i .
Thdly s ¢ircumstances allowed. Strategic stockpiles of food had been
tepleteq in some

t :
Aking Place in 4

e replenished_

Tespects in past shortages and discussions had recently been
he public expenditure context about how quickly they should

L



\ming up & short discussion, said that the C0~0pe,,
“iu
!

d be needed in getting the Government!s Message oy
£ State for Industry had today "irc“l&ted
e co—ordinated, and in the light

THE PRDME MINISTER, &

of all Ministers woul
The Secretary ©

how this effort might b ' :
riate instructions. The Comjyy,

er

the public.
of

to
proposals as y
d circulate appr P

that letter she woul
ion the Secretary of State for the Home Department i
had noted the action .

tingency planning and that he would report to the Committe, ,
ontl

hand ox: c By rtant that every effort should be made to ensuy,
September. il

adequate supplies of coal to the
for Energy should keep her in touc

power stations and the ?ecretary of Staty
h with the progress being made,

The Committee =

Took note, with approval, of the Prime Minister's summing up of theip

discussion.

9
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. STRATEGY

e Gomittee considered notes by the Central Policy Reviey stats (cPRs)
(E(79) 2k) and by_ﬂ?e SE?TEt&I‘ies (E(79) 28)’ to which yas attached a
e by the Special Adv1ser4to the Prime Minister, on the Government!'s
Foonomic strategy. The Committee also had before them a note by the
gecretaries (B(79) 25), to which was attached a note by the Central Polj
geviav staff, on the role of the institutional investors, icy

[5E PRIME MINISTER recalled that she had invited a number of Ministerial

‘ i y ia
colleagues to make suggestions for improving the supply side of the national
economy. A large number of proposals had been forthcoming and these had

peen summarised and classified by the Central Policy Review Staff in paper
(B(79) 24)- A complementary paper (E(79) 28) by her Special Adviser,

\r John Hosk‘y‘n‘,had provided a further analysis and had suggested a way in
vhich the work could be taken further. The third Paper, a note by the CPRS
on the role of the institutional investor (B(79) 25), had been circulated

at her suggestion as background to the Committee's discussion

In discussion, there was general support for the proposal that, as a first

priority, further work should concentrate on those topics identified by the
Prime Minister's Special Adviser in appendix A to his memorandum. It was
argued however that rather than to organise further work in four groups

each i ;
¢l responsible for one subject area, it would be preferable for each topic

vith a] :
1 others whose interests were involved. Work on a number of topics

¥as alp
eady well advanced and interdepartmental machinery was already in

xistence, -
€. A small ministerial Steering Committee should however be set up

% coorgj
Ty .lnate 8s required the interdepartmental work and to report back to
‘Mittee in dye course.

THE

ane::‘n::ﬂ:;:m, summing up the discussion, said that the Committee were
work on the Government's economic strategy should be pushed

They endorsed the priority topics identified by her

his memorandum. In each case the lead department - as

24 - would be responsible for organising further studies

ory,
o EBeTgetice
o

“Pecial Adviger in

Wdicgteq in E(79)

1ly,

10
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to b 357 s

! e the Tesponsibility of the lead department which the CPRS had identified
R
@8 important that each lead department should consult from an early stage

89
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partments and the CPRS, They
shy

jon with other interested de

a Steering Committee to be chaireq o fhould

th the Secretaries of State for Indust,x.y e
g

d the Head of the CPRS 54
Menp,

in consultat
report in the first instance to

Chancellor of the Exchequer, wi
her Special Adviser an

resent a first report for the g, ery,
i

for the Environment,

The Steering Committee should aim to P
ptember,

and before the Party Cunference tw!

consideration by the end of Se

d also proceed on the other suggestions which Ministers haq a
e'

Work shoul
y the CPRS in the lead. Reports op the

with those departments jdentified b
should be made by the Steering Committee from time to time as appropryay,
Commi ttee should consider early in the new year a5 pr.

OWN'

In particular, the
h might be
relevant to the

brought forward by the Steering Committee whic
Finance Bill.
The Committee -

Took note, with approval, of the Prime Minister's summing up of their
discussion and invited the Ministers concerned to be guided accordingly

Cabinet Office

24 July 1979
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400: FUTURE STRUCTURE AND DISPOSAL OF ASSETS /
50C:
K

ur discussion at E Committee yesterday, we are ag;
aLiL

pllowing ©
isg to Teturn 8t B(DL) tomorrow to the difficult MOC issue, and
5 prticular to the two questions of disposal of assets to m;et

4o (hancellor's target for realisations in 1979/80 and the future
sructure of BNOC itself. I shall of course be reporting to E(DL)
lypmpmaa.ls for resolving these problems, having regard to yesterday's
{iscussion, b'.'.t I thought you should lmow how I believe we could

moceed in & way which reconciles our various common- and absolutely

iital-objectives.

Hrst I think that we can agree that whichever way we go a first
:;e;‘::sut.: be to form an upstream subsidiary in which the assets
e tak:’_e:ted. This is a vital preliminary step eifltr to a
M v:: u;r to any lesser strategy for keeping assets in
e ;pti d I theref?re.auggest that we take this step now?
e ) ¢ on:. indeed, 1t.1s an essential preliminary so that
o best ey m:u ckly any decisions which we roach later about
et the Chancellor's target.

Second

=188 fgp

! tenerg) as BNOC's structure is concermed there seems to be
8cceptance that

at 1 :
2ast for the time be the crude oil trading role

uld b g
¢ retained, together with the participation opiions.

b) R
0Ce
that thez-: statutory duty to advise should be abolished (so
Will therefore be an immediate neced to stremgthen

he De
par
tment*s internal specialist advisory team instead).

a)
8ho
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(2)
e are pajor steps and the quicker I can amnounce them the better
es jances of avoiding serious dislocation in achieving our
the © ; j
jtimste 8175
nird, the importance of confirming the first batch of 6th Round
’ 3
fcenceﬂ and pointing to the way to a seventh round, as soon as
1 : s
possibles has been recognised. Again the BP take-over possibility

seed not stop us doing this. I have spoken since yesterday to

sir David steel and he agrees that rather than transfer all BNOC 6th
round license interest to BP, which would be prolonged and tricky
(even by the take-over route) we could deal with them case by case
in & way which should satisfy the other licensees and does not delay
our major purposes.

(n this basis, therefore, it would be possible to proceed forthwith
to a statement. This course would then enable us

(i) to announce the outcome of the ENOC review and the

directions we want to go;
(i1) to let all the licence arrangements go forward;

C(iii) to keep the way fully opea for detailed discussions as
to how much we sell off;

(iv)  to give .BP full time to prepare a properly orgenised
take-over without an intervening hiatus; if that were the
decision;

(v)  to give ourselves full and adequate time finally %o work
%ut and overcome possible legal snags which at present seem 1o

bloc.k & more precipitate announcement.

::bi::t therefore to the discussion in E(DL) tomorrov'v I would }ike
Btstﬁ:mund this approach to E Committee together with a draf;6 -
It thi:n t %o Parliament which I would aim %o make on Thursday 5 ey.
Tenbeng is accepted then I would have to inform Lord Kearton :n . J:f
Spae °f the Corporation immediately in advance, of the con em
tement and an indication of the options we are considering

; : : Il



(3)

gne upstrean operation, though of course not mentioning the BP
for stion. It is probable that he at least will wish to resign -
. yas 85 you kmow stayed on at my request beyead the 30 June, the
:ate ne suggested for his departure. I am therefore considering
poasible candidates for the job of canetaker Chairman wuntil such time
g5 the future disposal strategy, and role for EIOC's upstream side,

poe

is settled-

1 pave it in mind at the same time Yo make a statement about my
slans for & further round of licemnsing (7th round), about which I
¥ill be minuting you soparately.

(ONCLUSION

The approach which I suggest here makes it possible to clarify at
least some of the important elements of North Sea oil policy and
the BNOC problem without further damaging delay, while leaving
open for further consideration the best method of meeting the
(hancellor's objective of raising substantial sums by means of
disposals and doing so with minimum disruptioa to our overall policy.
I'believe a statement on these lines will be seen as consistent
"th a prope» and orderly conduct of our oil policy, while not
Trejudicing in any way future decisions on disposals, and Wwill
Wsure that the Government's standing end credibility om these
:5““ is not diminished in a way which they v:ould}x? we deferred
V Statement, or reached hasty decisions now.

1 an B ;
°oPying to Members of E and E(DL), and to Sir Joha Hunt.

R D
YEY 6f State ror Energy “
Ty 1979
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- BNOC : FUTURE STRUCTURE AND DISPOSAL ©F ASSETS

iy
In his minute of 18th July David Howell put forward a number

of proposals on the related questions of disposal of BNOC assets

and the future of BNOC itself.

’

2, I can understand David Howell's wish to clarify elements of
UKCS policy and BNOC's future without damaging delay but I do
not believe that we can make any sensible statement on the future
of BNOC unless and until we have taken decisions on the question
of disposal of BNOC assets. Any statement made before such
decisions have been made would beg more questions than it answered.
It is my intention to ensure that this afternoon's discussion at
F(DL) puts us in a position to take decisions at next week's
E Committee,
3 I share David Howell's view that BNOC's crude oil trading role
Should be retaineq together with its participation crude oil
%Ptions because T believe thev are vital to our security of supply,
Particularly since we are, through membership of the Community,
::Z:Zn:ed from interfering with exports r:>f UKCS oil'and l-)ecause
N'Oduci:e alread}‘l indications that cex.'tan:x otver major 011h 5
b incpeg ?ountrles such as Kuwait, nger:.La and Iran.are show tfons
Pathep t:mng tendency to want to trade with state oil corpora

a0 with multi-naticnal oil companies.
4
- Talso agree that the confirmation of the S8ixth Round Licences
*houlq be announced as soon as possible so that UKCS momentumn

QWard

5=
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As David Howell says, the in

o

| ot

- 108t . lusion of BNOC's Sixth
i na licences in any disposal of assets to BP would complicate
Routers cons'iderably, and, moreover, as. the Attorney General pointed
s in his letter of 10th July would also have legal difficulties.
;stany event, I have doubts whether BNOC's licences should be

sested in one company . Would this not further aggravate the already
sifricult situation on depressed exploration activity? Cannot the
sixth Round be announced with BNOC as partners and, if decisions

are subsequently taken to dispose of their Sixth Round licence
interest, these could presumably be disposed of by an open licensing
round giving their Sixth Round partners first refusal. I very

‘much doubt whether BNOC's Sixth Round interests should form any

part of a sale to BP.

5. However, I see a number of difficulties with the other main
proposals. I have real doubts about whether the setting up of
an upstream subsidiary for BNOC's assets is a necessary first step
to either a total takeover by BP or any lesser disposal of their
assets. I shall be exploring the legal doubts about this route
this afternoon with the Attorney General but from my point of view
this route would not reduce the PSBR unless BNOC control of the
Subsidiary was given up entirely. Moreover, setting up one
Subsidiary would not facilitate the sclling off of BNOC's assets
Plecemeal: ingeeq it would effectively foreclose this option.
% . I note that the proposal to dispense with BNOC's statutory
::;’::::y rc>1? will entail additional departmental EREAED and
Public expeniiture. Whilst there is a possibility that
:s:::?’ﬁe of our considerations could be the {'etention of a
Seragyy *al part of BNOC's upstream interests: it woulc;l not ieem
8ineg sz o cut ourselves off from BNOC's advice, Paf'tlc'-‘-la-r v
UK °h advice would be based on first-hand experience of
8Ctivigies,

k SECRET S |

8y



3 ﬂﬁu note that David Howell wishes to point up the

I f a Seventh Round of licensing.’ I think this is 4
"’ “ t we chould lock at scparalely cubside ihese

ns in E(DL) once David Howell has put forward his proposed

f;utﬁ the subject.
i, Iam copying this minute to members of E and E(DL) and to
sir John Hunt. '
..' 71”7 1
ks ‘
T _ - ,
T‘ 4 ' /(V"
;' v?“‘l . v b £ )
saje
¥ poi
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* BNOC : FUTURE STRUCTURE AND DISPOSAL OF ASSETS Cheldus

As you asked us, E{(DL) considered this afresh last night
in the light of further advice from the Attorney General. Ve
also had before us the Secretary of State for Energy's minute
AT N
g ‘¥ s

findl decisions, which must of course be
——f?

subject to further discussion in E on Tuesday, 24th July.

3. I need not recapitulate the whole discussion. Three major
new points have emerged:

(1) the Secretary of State for Energy would, as a first
step, like to float off the up-stream assets of BNOC
into a subsidiary company. (His minute of 18th July
contains this suggestion). This would be a
preliminary, either to his own initially-preferred
course of selling shares to the general public; or
alternatively, to the sale of some or all of the
shares to BP;

(11) this is Bp's preferred solution too. They believe
that it would allow the transfer of assets to them
.to take place witiiout giving the right of first
refusal to the other partners in the field concerned;

(ii1)

the Attorney General disagrees. He has only had a
chance to consider very quickly the agreements

-1 -

96
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governi“g the seven prime targets for disposal. But

it is already clear that there are entrencheq rights,

of first refusal and in some cases of absolute veto,
which will have to be negotiated away with each
individual partner. (There are some thirty-five
companies involved in the present commercial fields
in which BNOC has an interest.) He does not consider
that the subsidiary company device would successfully
avoid these obstacles. He considers that it could
probably be challenged in the Courts, but is prepared
to reconsider this advice in the light of discussions
he will be having in the next day or two with BP
lawyers.

. The Sub-Committee therefore agreed:

(a) to invite the Attorney General to conduct these talks
with BP urgently and in strict confidence, and to
report back to E on Tuesday;

and, subject to the views of E:

(b) that there was no objection to the sixth round
licensing going forward on the basis preferred by the
Secretary of State for Energy and the Attorney General -
i.e. with the initial involvement cf BNOC, which would
be renegotiated case by case once the licenses had
been issueq; ‘

() that the Secretary of State for Energy would have to

make an announcement about these licenses, making it

¢lear that the inclusion of BNOC did not imply that

BNoc Necessarily had a continued up-stream role, and

that the whole question of its up-stream involvement

188 81411 under consideration; (he himself would like

to go further, and to announce the outcome of the

TeView, on the lines he suggests in his minute to you

h' ' ' -2~ = A 97



(a)

(e)

(£)

of 18th July);

that BNOC should be invited to form a subsidiary
company to which its up-stream assets should be
transferred, and (possibly) that this intention
should be announced at the time that the sixth round
licensing decisions are announced;

that legislation be introduced in the next Session
(in practice, as additional clauses added to the
Industry Bill) to permit the Secretary of State for
Energy to direct BNOC to dispose of its assets in
this way (the Attorney General having advised that
such legislation is essential);

that the main options on disposal remain:

(i) the sale of all the up-stream assets of BNOC to
BP; this option is only open if the Attorney
General can remove the legal doubts about the
subsidiary company route; or if it is a practical
proposition to negotiate with all thirty-five
licensees in time to complete the sale by lst April;
this course would require BP to make a large rights
issue, and this in turn means either that HMG's
holding would come down to about 42 per cent, or
that it took up its share of the rights and thus
fell short of the £1,000 million target;

(i1) to dispose of part of the up-stream assets of BNOC
(and possibly also of BCG's Wytch Farm field),
leaving the remainder of the desired total to be
found by a limited sale of BP shares; or

(i1) ¢ abandon as impracticable the sale of 3NOC assets

in the current year, and to make preparations for .
the early sale of up to £600 milliop.worth of Bf 98



ergy, Industry, Trade, Environment and Scotland;
. 5 2

Privy Seal; to the Attorney General; to the Chief

and Financial Secretary, Treasury; and to Sir John

~ [Approved by the *oud -
~ Chancellor of the yt ‘L

-7 Exchequer and B
f' - signed in his absence] (G.H.)
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DISPOSAL OF ASSETS BY BNOC

At E(DL) yesterday the possibility was discussed that
BNOC might transfer its upstream assets to a wholly-owned
subsidiary and then arrange for a sazle of all the shares in
that subsidiary to BP. In this way, it has been said, the
pre-emption and other restrictive conditions on sale by
which BNOC is bound under various UXCS agreements would not
have to be observed. This course has been described as the
"corporate route'. -

Today I had a meeting with the Legal Adviser to BP and
ve went over the ground with lawyers from your Department. *
Treasury Counsel was also present. It turned out that
r Pritchard (BP) has only advised his Chairman on a hypo-
thetical basis and had not seen any of the documents that
are relevant.

. I was not persuaded by the BP arguments and I must
confirm my earlier advice that the "corporate route" is not
fafe for HMG to adopt. In my view the only proper course
:s 0 negotiate for a sale under the terms of the UKCS
cgreemen‘cs, with the object of getting all the necessary

fsents. Treasury Counsel and your lawyers agree.
I will enlarge on this at our meeting on 23 June and at
zgilmeetl’.‘g of "E"gCOm\nittee on 24 June but I thought it as

%0 give you advance notice of the position.

\ .
: Mg 3 i i ini 11 members of
ol 18 is copied to the Prime Minister, a
I“dvocommtteea the Financial Secretary (Treasury), the Lord
8%e and Sir John Hunt. %

Jet S
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5! I thought it would be helpml to circulate the draft
0il Policy, I have in mind for Thursday.

~ENT ON OIL POLICY
s‘I‘A’l‘L‘Pﬂ:N
JRAFT

.

snead of
of 8 s'catement =

x———

: e v:LGW to make this Statement at this particular moment ,
i

w1l meke
spe North Sea and linked investment we so badly need, without

}

x 1

a major and immediate contribution to accelerating l
Ry #aing, the Parllamentary temperature and withéut in any l
vy, i‘oreclosmg the options we shall wish to exercise omutne i
financial side later in the year. 8

g

I am copying‘l,this minute to Members-.of 'E'-Lonmittee and to
| 5ir John Hunt. :

‘ 4 ey
Sefretary of State i‘or Energy - - -—- = | . l
Bty 1979 fion : 5 i

b (g € !
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DRAFT STATEMENT ON OIL POLICY

jith permission, Mr Speaker, I will make a statement about the

sovernment's 0il policy and the British National 0i1 Corporation.

\,, | over the last few weeks the Government has carefully

reviewed the full range of the BNOC's activities. I have had
several discussions with the Chairman end I have also met the

BNOC Board. - I pay tribute to the dedication and sense Xfapublic
service of the~Corporatiop's management and staff, which will I am
sure' continue. ‘, .

34 As the ﬁouse icnows', .the Government was elected with a

¢ 3
commitment to 'devise pollcles whlch would stimulate again the - °

prloratlon and productlon of our 011 and gas resources, and to

Aeduce the degree of State involvement in those-activities. X
~

C°n$equently, the Government has concluded that BNOC should now
tlay a substantlally reduced role, and that the basis of the

“O?Oratmn s OWI’IGI‘Shlp should be broadened.

{
ta

The House will be aware that the BNOC is engaged in two
otind} arzas. of '*ct”v).ty. It is an’ oil trader on & very large
Scale, y mainly by virf;u;“of its righ'ﬁ‘ through participation
weements With other oil companies to purchase 51% of most of the
03 Produceq on the UK Continental Shelf- Arx(.d it is ltself a

Subg S
tantia} enterpnse in the North Sea, with very extenszve i

K”Itere
Ste'in GXPloratlon, development and production.
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As far as the trading activi ty is concernes the T S
9e B p } %
4 decided that the Corporation's access tg 511 through th : gt |
5 f

|

C1ll

ticipation options can still play a part in .y

per _

k'S security of oil supply, and should be Tetained.  Although
n conditions of major supply shortfall I can take powers under
i :

she EneTgY Act 1976 to control and direct 0il movement
conditions of more limited shortage, such as We are now

experiencing, BNOC's direct access to 'participation!? 0il,

together with royalty oil, strengthens our position. I put it
mo higher than that since security ofssupply will also depend on o

meintaining economic pricing now that we have removed the- xprlce

controls which we inherited. But in a changing and precarious
wrld oil situation I believe that it is right for a Government body »
to retain this function.

FL

6. As far as BNOC's exploration, development and producuon ‘role
s

ls concerned, the Government has decided on a number of steps. 4 ¥

The Corporation has been given or acquired far too many licence

°°llsatlons g.long with a number of privileges vis-a-vis other fA R
ol °°mP&n1es. _ These features are themselves a source of the

ti%ability a.nd lack of confidence that ‘have come to characterise e
the offahope il exploratlon scene - which we must reverse. The

foverngent, has decided, therefore, that BNOC's preferred position

B future llcensn’lg Rounds should be ended, and that its present e
er‘emended EXPloramn commi tments should be reduced. The L

Gove
Thmeny also mtends to end its Specml access to Government

“&nce - i
the though the National 0il Account:./‘ Tnbse changes follow cofl 2* 0k (554
an RT in e | !
“ellorrg announcement 'that BNOG will be liable to P ol
mﬂmn wlth dy

s endz. the
Doy Other 0il companies, and my | ‘announcement ng

tous terest Yy
. v Policy | of giving BNOC a first refusal whenever an in !

ﬂsSl : I. !\v \
h el betWeen compaxuea. : Ut 103



'y ecided that BNOC's statutory +al
[ nave also d T UTery role as adviser to the

uld be removed, and that the Corporation should no
- + -~ VL oS

b 1 nger'exercige its right to a seat on every committee operating
! ype North Sea fields. ' I shall be strengthening my Departument's
‘; vadvls"ry resourCeS S0 as to ensure that the Government is fully
able 19
j 'on outside.aqnce.

protect vital natlonal mterests without being dependent

The Govemment bel:.eves that BNOC's offshore assets and

mterests should be more widely owned. We are therefore considering

ieys both 1n Wthh assets can be dlsposed of to the private sector;

— v

.and in which prlvate capital can'be introduced into the' “operation.

I 311311 g:w the House further details of these plans in due course.

«',

‘the! changes it have ouulmed w111 require leglsla Lion.

s whzch w111 be‘lntroaucod later in trxo session. e Y

' } My
OOmpames to e*m] ore nr"“e w1dely a.no. to 1nves., more conflu\.nul_/

‘df}?g_l_opment{ i Wa nesn um\u.rsgn more 1nvestment both in anllm*

on alresdy {4

““lled mux._..t.l-u. i‘m) o snoulu a.lso nu.l.‘») heres | In add:.tlon Itam

uoday conf:,rmincr ma £i: a.\.c};x o,l, awa 'rcm o; Ticences 1 Rex

nnouncemenu of fur.,he.r awards w111 ;ou.u.

Govarnmmt 'é ‘plan‘s fof. future
“*a ;r’tten dnswer. : These b
0 _‘d of licens:.ng and a m.w
newl terﬂt&‘i‘)’ 1ﬁ the lon{;\r

\'r

i13 xhé.ke.a maaor contribution to

Ty PG
%:Ores hish axploration aw:tvity oh the UKOS after the ‘recent 0 4

: P




»d that BNOC's statutory

gve also deciut ATUToTy

i be removed nd that the Corn : Y
ent should moved, and that the Corporation should no

viser to the

T

() Vernm

nger ‘exercise its right to a seat on every committee operating
;"'the North sea fields. I shallvbe strengthening my Department's
adv150ry resources so as to‘ ensure that the Govermnment is fully

| aple 10 protect vital national 1nterests without being dependent

utslde adv1ce.

& ) &
W

i 7. The Government believes that BNOC's offshore assets and

terestﬂ should be more widely owned. We aretherefore considering

" weys both 1n whlch assets can be dlsposed of to the prlvate sectory

-

,‘and in which prlvate capital can'be 1ntroduced into the operation.

: T shall glve the House further details of these plans in due course.

£ the! changes "I have ouuhned w111 require leglsla‘,lon

wmch w111 be 1ntrouuccd later in tne sussmn. FR o8
3 3 i ! ‘ § ’ & i 4 ¥
v ) The moves iy haw_ announced w111 in’ themsclves encourage

Kl
L T -

°°mpan1es to em‘l ore nr-s wv.dely am to 1nvest more confldcmly in

e

uQ"ﬂopmenta i Wa auath \..uc’}g)l.\}“agp more investmu.nt both in drilling

on alrea}dy i\ efmﬂ'd NS ., Jo, y"a.ud in 'deeper ‘waters on the UKCS.

U, Qecisn.on 'm e amne u,h the 1,.;.(.\\).817;}? the problemo of the sor

uu. i‘wJ c~,s smuld also h'lg here In addltlon Tsam

% llcd m~ L.r_:{:

+he

T &m also todayxannouncmg h Govammmt's’,,plan's for{ future
.‘yjllcens&ng and detan.,ls ﬁiil‘ 3 ﬁrg,tten ansyer. These . r

AR : Rghﬁd of licenaing and a nov

inv iy
o1ve, immediate pr :

on to Tt

make 2 ma;jor nontrﬁm :

l"eg‘ J
, Sl;‘f“j high exploration gogtivity on the UKOS aftor tho reaant, 0 4

‘ ’ > Madar sty L - fﬂﬁi
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X i e S\/k-ﬁi?ﬁf
HORE LICENSING F’L'NG!NSUT;u'cU,?'ns" M fhuifalg
FUTU’KE OFFSHORD wf 7 ..... U I r‘U | 3‘"’“‘00{\
; preVIO“s Administration's no¢1c1es for the deve elopment of

hi sffshore oil and gas resources have contributed o a

:bstantlal drop in the rate of exploration ang drilling for
,ocnerS' The industry maintain, ang T entirely concur with

sam 0 BB S, that & boost is needed in the T2te of licensing,
i it is to be encouraged to get on with the costly and
sfficult job of exploring for the reserves wkich are thought
10 lie as yet undiscovered on our Continental Shelf, and wnich
se need to find now if we are to avoid a serious drop in

groduction of indigenous oil and gas in the 1990's

fith this in mind, I have carried out a review of offshore
licensing policy, and am now ready with proposals to implenent
our declared policy of restoring the momentum of exploration
ad encouraging the greater involvemen:t of the privete sector.
fron my discussions with the industry I believe trhat these
proposals will be generally welcome.

The essent tial features are:

(@)  The rate of licensing should be roughly doubled
So that about 100 blocks of UKCS territory are
awarded every 18 months or so. (Each full block
covers roughly 100 sguare miles). The remaining
stock of blocks in the relzatively shallow water
depths (that is down to 1;000 feet or so) should
Sustain such a programme of awards for the next
Tour or five years, until the industry is
teChnically better prepared to undertake the
thorougn exploration of the deeper waters of our
Continental Snelf wnere, hopefully, further
TeServes remain to be discovered. S
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(b)

(e)
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"~ it should be to our advantege to allow companies

British

Although the industry is net vet ready to \

: #ploretion in deeper water,

we should encourage it o meke & start by offer1ng
a few deep water blocks o stimulate interest of
the more forward looking Corpanies and wider ' /
discussion of tae ape0¢al Droblens of g
operations.

undertske extensive ¢

€eper water

The arrangements should include provision within
rounds of licensing for Ccompeanies to apply for
blockxs whaich have not besn nomlnated in the
normel way by my Department as avallable for
application. 1In parts of our Shelf which are
already explored, notably the North Sea,

to apply for blocks of taer choice in addéition to
those nominated by my Department.

As a good proportion of tie remeining undiscoversd
reserves are thought to lie in blocks alreacy
licensed one of the aims of the next round

should be to encourage cozpanies to explore thezr
existing territory more t

appllcants' record and,
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we want to help the Snalley British Compaﬁies. \
I believe that we can &chnieve thisg by informel '
discussiqn and the normal aé::i:i}stration of °

licensing procedurscs under

L7 powers. We would
do this with care so &S not +

O DProvoke allegati_ons
from overseas that I was using

discriminatory manner. -

these powers in a

(g) The arrangements should be drawn in such a

way as to give the Government an option on half the
0il found under new licences.

1 you and our colleagues are generally content with these Dproposals
1will snnounce them by Written Answer concurrently with my proposed
statenent on BNOC next Thursday, 26 July. (4 draft Question and
inswer is attached). My Department will thgn be able t6 discuss

tte detailed conditions and arrangements Tor the next 7th licensing
pound with industry, the TUC angd STUC, loczl authorities and
tvironzental interests, as well as with Government Departments
urticulerly those closely concerned in the choice of the blocks
Wbe offered for licence, Scottish ang Welsh Offices and the
kfence ang Fisheries Departments.

Depertment will also prepare any nece:
subject to negative resolution.
the 7th round ang invite appl

With & viey to issuing licences ¢

8 Copws s i
ecre:°p.71'~’a this minute to our coll
tt‘)wn:fces of State ror Defence, Scc

S=Genere] ang to Sir Joan Hunt

ROTC .
TV 0F e = .
E Oam:: 1‘9?9‘ St'ate f,m':- Energy / :

¢ T



,‘.SK p4E SZCRETAKI OF STATE FOR ELZRGY WHAT PROPOSALS HE HAS FOR
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The goverament has already declared its oulestive that e ploration
M

of the oil and gas resources of tae UK Continentz) Baelr should go
sorverd with increased m_omentum. This iz necessary if we ore to be
sble to develop new fields in the years ahead when Troduction from
existing fields starts to tail off. To this end I intend to get

a new round of offshore licensing under Way as soon as possible,

It is importanf that our offshore licensing eysten gives encouragement
end stability to the industry, which has to invest in exsloration and
development effort, and safeguards the nation's essential interests

in our resources. My Department has bee= revieving lz.censmg pelxe:tes

in the light of experience and changing circumstances, ard I propose
that the seventh ang ensuing licensing rounds should be on the
{lloving basis, ;o2 : - ; I

( g
V) The fate of licensing should be mumi 100
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T 50 - aboyt doudle the rate of

(a)
Seze blocks in deezer vater sac

¢
t is importayt that we should s
territor,

°n our Shelf and gain
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Vlce “Ced over tze next few years and in
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. § 01 aress yhere they believe s

= conduct of

In parts of our Shelf which are already exte

\
(©) } : nsively explored,
notably the North Sea, companles saould be sble to apply e

plocks of tion to taneir epplication for'
plocks nominated by my Department.

their choice, in zdd

gince @ §00C proportion of the remaining undiscovered reserves

js thougat to lie in territory already licensed,

(d)
it is
important that existing licence areas should be thorougaly
explored. Applicants' record and intentions in the
exploratiovl of their existing licenced areas would be
jmportant factors in the award of future licences. So
would their readiness to explors blocks of ny Department's
as well as their own choice. By removing the public
corporations' first options on assignments of licence
rights I have also given encouragement to exploration in
existing licenced areas.

(e) The public corporations will no longer have a preferred
position or mandatory interest in future licences.

(f) The arrangements should provide Ifor the Goverament to have A
an option to purchase up to half the oil found under new
licences.

.

5

I noy Propose to discuss my proposals for future licensing Wl’bﬁ
fenagenent, unions and other organisations closely i :
D1 eddition I will welcome the views of inserest
outside the industry about which ofishor

ot exploration and
ner peg, sons.
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