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BNOC : FUTURE STRUCTURE AND DISPOSAL OF ASSETS 


As you asked us, E(DL) considered t h i s a f r e s h l a s t n i g h t 

i n t he l i g h t o f f u r t h e r advice from t h e A t t o r n e y General. We 

a l s o had b e f o r e us t h e S e c r e t a r y o f S t a t e f o r Energy's minute 


p L  ̂ X j *	 5  * C t o you o f 1 8 t h J u l y and my commentary o f 1 9 t h J u l y . 

2. We reached no f i n a l d e c i s i o n s , which must o f course be 

s u b j e c t t o f u r t h e r d i s c u s s i o n i n E on Tuesday, 24th J u l y . 


3. I need not r e c a p i t u l a t e the whole d i s c u s s i o n . Three major 

new p o i n t s have emerged: 


( i )	 the S e c r e t a r y o f Sta t e f o r Energy would, as a f i r s t 

s t e p , l i k e t o f l o a t o f f t h e up-stream assets o f BNOC 

i n t o a s u b s i d i a r y company. (His minute o f 18th J u l y 

c o n t a i n s t h i s s u g g e s t i o n ) . This would be a 

p r e l i m i n a r y , e i t h e r t o h i s own i n i t i a l l y - p r e f e r r e d 

course o f s e l l i n g shares t o the g e n e r a l p u b l i c ; o r 


\ a l t e r n a t i v e l y , t o the s a l e o f some o r a l l o f t h e 

'shares t o BP; 


( i i  )	 t h i s i s BP's p r e f e r r e d s o l u t i o n t o o . They b e l i e v e 

t h a t i t would a l l o w t h e t r a n s f e r o f assets t o them 

t o take place w i t h o u t g i v i n g the r i g h t o f f i r s t ^ 

r e f u s a l t o the o t h e r p a r t n e r s i n t h e f i e l d concerned; 


( i i i )	 t h e A t t o r n e y General d i s a g r e e s . He has o n l y had a 

chance t o co n s i d e r very q u i c k l y t h e agreements 
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go v e r n i n g the seven prime t a r g e t s f o r d i s p o s a l . But 

i  t i s a l r e a d y c l e a r t h a t t h e r e are entrenched r i g h t s , 

o f f i r s t r e f u s a l and i n some cases o f a b s o l u t e v e t o , 

which w i l l have t o be n e g o t i a t e d away w i t h each 

i n d i v i d u a l p a r t n e r . (There are some t h i r t y - f i v e 

companies i n v o l v e d i n th e pr e s e n t commercial f i e l d s 

i n which BNOC has an i n t e r e s t . ) He does not c o n s i d e r 

t h a t t h e s u b s i d i a r y company device would s u c c e s s f u l l y 

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

p r o b a b l y be c h a l l e n g e d i n t h e C o u r t s , but i s prepared 


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

he w i l l be hav i n g i n the next day or two w i t h BP 

lawyers . 


The Sub-Committee t h e r e f o r e agreed: 


(a)	 t o i n v i t e t h e A t t o r n e y General t o conduct these t a l k s 

w i t h BP u r g e n t l y and i n s t r i c t c o n f i d e n c e , and t o 

r e p o r t back t o E on Tuesday; 


and,	 s u b j e c t t o the views o f E: 

(b)	 t h a t t h e r e was no o b j e c t i o n t o the s i x t h round 


l i c e n s i n g g o i n g f o r w a r d on the ba s i s p r e f e r r e d by the 

Sec r e t a r y o f Sta t e f o r Energy and the A t t o r n e y General 

i . e . w i t h t h e i n i t i a l i nvolvement o f BNOC, which would 

be r e n e g o t i a t e d case by case once the l i c e n s e s had 

been i s s u e d ; 


( c )	 t h a t t h e S e c r e t a r y o f S t a t e f o r Energy would have t o 

make an announcement about these l i c e n s e s , making i  t 

c l e a r t h a t t h e i n c l u s i o n o f BNOC d i d not im p l y t h a t 

BNOC n e c e s s a r i l y had a c o n t i n u e d up-stream r o l e , and 

t h a t t h e whole q u e s t i o n o f i t s up-stream involvement 

was s t i l  l under c o n s i d e r a t i o n ; (he h i m s e l f would l i k e 

t o go f u r t h e r , and t o announce t h e outcome o f t h e 

re v i e w , on the l i n e s he suggests i n h i s minute t o you 
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o f 1 8 t h J u l y ) ; 

t h a t BNOC should be i n v i t e d t o form a s u b s i d i a r y 

company t o which i t s up-stream assets should" be 

t r a n s f e r r e d , and ( p o s s i b l y ) t h a t t h i s i n t e n t i o n 

should be announced at the time t h a t t h e s i x t h round 

l i c e n s i n g d e c i s i o n s are announced; 


t h a t l e g i s l a t i o n be i n t r o d u c e d i n the next Session 

( i n p r a c t i c e , as a d d i t i o n a l clauses added t o th e 

I n d u s t r y B i l l ) t o p e r m i t the S e c r e t a r y o f S t a t e f o r 

Energy t o d i r e c t BNOC t o dispose o f i t s assets  i n 

t h i s way ( t h e A t t o r n e y General h a v i n g advised t h a t 

such l e g i s l a t i o n i s e s s e n t i a l ) ; 


t h a t	 the main o p t i o n s on d i s p o s a l remain: 

( i )	 t h e s a l e o f a l l t h e up-stream assets o f BNOC t o 

BP; t h i s o p t i o n i s o n l y open i f the A t t o r n e y 
General can remove t h e l e g a l doubts about the 
s u b s i d i a r y company r o u t e ; or i  f i  t i sa p r a c t i c a l 
p r o p o s i t i o n t o n e g o t i a t e w i t h a l l t h i r t y - f i v e 
l i c e n s e e s i n time t o complete the sa l e by 1 s t A p r i l ; 
t h i s course would r e q u i r e BP t o make a l a r g e r i g h t s 
i s s u e , and t h i s i n t u r n means e i t h e r t h a t HMG's 
h o l d i n g would come down t o about 42 per c e n t , or 
t h a t i t took up i t s share o f the r i g h t s and thus 
f e l l s h o r t o f the £ 1 , 0 0 0 m i l l i o n t a r g e t ; 

( i i )	 t o dispose o f p a r t o f the up-stream assets o f BNOC 

(and p o s s i b l y a l s o o f BCG's Wytch Farm f i e l d ) , 

l e a v i n g the remainder o f the d e s i r e d t o t a l t o be 

found by a l i m i t e d s a l e o f BP shares; or 


( i i i  )	 t o abandon as i m p r a c t i c a b l e t h e s a l e o f BNOC assets 
i n the c u r r e n t y e a r , and t o make p r e p a r a t i o n s f o r 
the e a r l y s a l e o f up t o £600 m i l l i o n w o r t h o f BP 

shares. - 3 -
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5. I am sending copies o f t h i s minute t o the S e c r e t a r i e s o f 

Sta t e f o r Energy, I n d u s t r y , Trade, Environment and S c o t l a n d ; 

t o t h e Lord P r i v y S e a l ; t o the A t t o r n e y General; t o the C h i e f 

S e c r e t a r y and F i n a n c i a l S e c r e t a r y , Treasury; and t o S i r John 

Hunt. 


[Approved by the 

Cha n c e l l o r o f the 

Exchequer and 

signed i n h i s absence] (G.H. ) 


l ^ J u l y , 1979 
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