
PRIME	 MINISTER 


MEETING WITH THE SECRETARY OF STATE FOR ENERGY 


I
 u n d e r s t a n d you w i s h t o d i s c u s s w i t h Mr. H o w e l l t h e p o s s i b l e 


r o l e w h i c h S i r F r a n k McFadzean migh t p l a y i n r e o r g a n i s i n g BNOC. 


No doubt you w i l l want t o ask Mr. H o w e l l what a r e h i s own i d e a s 


f o r BNOC's f u t u r e d e v e l o p m e n t . 


I u n d e r s t a n d t h a t Department o f E n e r g y o f f i c i a l s have now 


p r o d u c e d a d r a f t p a p e r w h i c h c o n s i d e r s a number o f o p t i o n s f o r 


BNOC r a n g i n g f r o m a b o l i t i o n t h r o u g h t o m a i n t a i n i n g t h e s t a t u s quo. 


Mr. H o w e l l w i l l be d i s c u s s i n g t h i s w i t h h i s j u n i o r M i n i s t e r s 


tomorrow m o r n i n g b e f o r e s e e i n g you. I u n d e r s t a n d t h e y a r e v e r y 


d i v i d e d on what s h o u l d be done: Mr. Lamont f a v o u r s s o m e t h i n g c l o s e 


t o a b o l i t i o n , whereas Mr. Gray i s f o r m a i n t a i n i n g t h e s t a t u s quo. 


BNOC's	 a c t i v i t i e s f a l l u n d e r t h r e e main heads: 


( i )	 I t s s h a r e i n t h e e x i s t i n g N o r t h Sea f i e l d s w h i c h 


i s v a l u e d a t between £600m and £900 m. These 


s h a r e s a r e a l l  , w i t h t h e e x c e p t i o n o f t h e 


V i k i n g f i e l d , w e l l under 50 p e r c e n t . They 


were t a k e n o v e r f r o m NCB and f r o m Burmah. 


( i i )	 I t s 51 p e r c e n t s h a r e o f t h e F i f t h and S i x t h 


r o u n d l i c e n c e s . 


( i i i  )	 I t s t r a d i n g i n " p a r t i c i p a t i o n " o i l  . BNOC now 


has a c c e s s t o 51 p e r c e n t o f a l l o i l f r o m t h e 


N o r t h Sea. 


As r e g a r d s ( i ) , Mr. H o w e l l has been a s k e d by t h e C h a n c e l l o r 


t o s e l l o f f a p p r o x i m a t e l y £300m o f a s s e t s t h i s y e a r t o h e l p t h e 


PSBR. He h a s , I b e l i e v e , a c c e p t e d t h i s i n p r i n c i p l e ; and he i s 


now w o r k i n g on t h e m o d a l i t i e s . 


One o f t h e " m i d d l e " o p t i o n s w h i c h h i s Department a r e l o o k i n g 


a t i s t o s e l l o f f a l l o f t h e N o r t h Sea a s s e t s , i n c l u d i n g t h e 


51 p e r c e n t s h a r e i n t h e F i f t h and S i x t h l i c e n s i n g r o u n d s , b u t t o 


/ c o n t i n u e 
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c o n t i n u e t h e p a r t i c i p a t i o n a g r e e m e n t s . Whether i t i s w o r t h 

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


one's a s s e s s m e n t o f how much r e a l s e c u r i t y o f s u p p l y t h e y o f f e r 


t o t h e UK. S i r Kenneth B e r r i l l i n h i s n o t e a t F l a g A s u g g e s t s 


t h a t t h e p a r t i c i p a t i o n a r r a n g e m e n t s do, i f p r o p e r l y e x p l o i t e d , 


o f f e r a good d e a l o f s e c u r i t y . 


A n o t h e r o p t i o n w o u l d be t o c o n t i n u e w i t h t h e p a r t i c i p a t i o n 


a g r e e m e n t s , and keep a t l e a s t some o f t h e N o r t h Sea a s s e t s w h i c h 


s h o u l d b r i n g i n a l o t o f r e v e n u e o v e r t h e y e a r s and e n a b l e t h e 

Government t o be more k n o w l e d g e a b l e o f t h e g o i n g s - o n o f t h e o i  l 

companies t h a n i f i t g o t o u t a l t o g e t h e r ; b u t t o j e t t i s o n t h e 


s h a r e s i n t h e l a t e s t l i c e n s i n g r o u n d s , w h i c h a r e l i k e l y t o i n v o l v e 


v e r y heavy c a p i t a l e x p e n d i t u r e b e f o r e t h e y p r o d u c e any r e v e n u e . 
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