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D a v i d H o w e l l s e n t me a copy o f h i s m i n u t e t o y o u o f 8 t h 

November i n w h i c h he o u t l i n e d h i s t h i n k i n g on t h e f u t u r e o f 

BNOC. 


2. F i r s t , c an I say i n answer t o t h e p o i n t  i n t h e l a s t 

p a r a g r a p h o f h i s c o v e r i n g m i n u t e , t h a t we i  n t h e T r e a s u r y w i l l 

g i v e h i m e v e r y c o - o p e r a t i o n  i n c a r r y i n g t h r o u g h and p r e s e n t i n g 

t o t h e p u b l i c  i n t h e most e f f e c t i v e way w h a t e v e r p l a n s we a g r e e 

f o r t h e f u t u r e o f BNOC. I n d e e d , T r e a s u r y o f f i c i a l s a r e 

a l r e a d y p a r t i c i p a t i n g  i n t h e g r o u p s w h i c h D a v i d H o w e l l has 

e s t a b l i s h e d t o c o n s i d e r v a r i o u s a s p e c t s o f h i s p r o p o s a l . 


3. I want t o make o n l y one comment on t h e i d e a s  i n h i s p a p e r 

a t t h i s s t a g e . One of t h e r e a s o n s why we a g r e e d  i n September 

n o t t o p u r s u e t h e s a l e o f BNOC a s s e t s  i n t h i s f i n a n c i a l y e a r was 

t h a t we were p e r s u a d e d t h a t a s s e t d i s p o s a l w o u l d n o t r e p r e s e n t a 

good b a r g a i n f o r t h e E x c h e q u e r . I n d e e d , D a v i d H o w e l l p o i n t e d 

o u t i n h i s p a p e r ( E ( 7 i * ) 3 6 ) t h a t BNOC had e m p h a s i s e d t o h i m t h a t 

i  t r e g a r d e d any d i s p o s a l as a bad b u s i n e s s d e c i s i o n , as i  t d i d 

n o t e x p e c t t o r e a l i s e v a l u e s r e f l e c t i n g t h e v e r y l a r g e c a s h i n f l o w s 

w h i c h w o u l d a c c r u e t o t h o s e a s s e t s  i n f u t u r e y e a r s . He a l s o 

p r e s e n t e d f i g u r e s t o d e m o n s t r a t e t h a t t h e v a l u a t i o n o f c e r t a i n 

o f BNOC's f i e l d s was l o w e r t h a n t h e l o s s o f ca s h f l o w f r o m t h o s e 

f i e l d s  i n t h e PES p e r i o d i  f t h o s e f i e l d s were s o l d . 
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ft. The f i g u r e s i n t h e annex t o D a v i d H o w e l l ' s d r a f t p a p e r 

s e t t i n g o u t t h e PSBR consequences o f v a r i o u s p r i v a t i s a t i o n 

o p t i o n s , show a r a t h e r d i f f e r e n t p i c t u r e w i t h t h e p o s s i b i l i t y 

o f s u b s t a n t i a l r e c e i p t s i n t h e s h o r t t e r m w h i c h a r e nojs 

c o u n t e r - b a l a n c e d a t l e a s t o v e r t h e n e x t 3 o r 1 y e a r s by r e v e n u e 

-• • . ; • 

f o r e g o n e by t h e p u b l i c s e c t o r ( b e c a u s e t h e E x c h e q u e r no l o n g e r 

has t h e b e n e f i t s o f a l l BNOC's p r o f i t s ) . These f i g u r e s 

t h e r e f o r e s u g g e s t t h a t t h e b e n e f i t s t o t h e E x c h e q u e r o f i n t r o ­

d u c i n g p r i v a t e s e c t o r p a r t i c i p a t i o n i n t o BNOC a r e g r e a t e r t h a n 

t h r o u g h t h e d i s p o s a l o f a s s e t s . T h i s may i n d e e d be t h e c a s e , 

b u t b e f o r e e n d o r s i n g s u c h a c o n c l u s i o n , I have a s k e d my 

o f f i c i a l s t o d i s c u s s w i t h t h e D e p a r t m e n t o f E n e r g y t h e p r e c i s e 

b a s i s o f t h e e s t i m a t e s  i n Annex 1 o f D a v i d H o w e l l ' s p a p e r . 

M e a n w h i l e , I want t o r e s e r v e j u d g e m e n t on t h e a d v a n t a g e s t o t h e 

PSBR o f t h e c o u r s e p r o p o s e d i n h i s p a p e r . 


5. I am s e n d i n g a copy o f t h i s m i n u t e t o D a v i d H o w e l l . 


(G.H.) 

\j* November, 1979 
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