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RETURN OF VIABILITY
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It would however improve regy Othey [ accept that the Board may not pe BB e

lts af % . e :
tep - prospectus but if this becage apparent ility on theip

pits within the period.
* MOWOUTE B much strong

0 nﬂﬁit'ion _to i f‘orln faster phﬂnin?; out of uneconomic cappes

3, The need to get rid of the uneconomic tail, ag part of , il serhap8 with substantial changes on the Boarq, > capacity,
By, 8 nob at issue, but rather the Practicg rar:w (NTROL AND MONTTORTNG
at which this can be achieved. The Board's own PToposals ape gl 0

IR ojuzes S0 @ Tate of lim tonnes a year (and more j¢ poss 5, Especially if we have any doubts aboyt
B O oxisting assets by employing more men gnj ] g(;;\rd's own targets, we must :

providing additional facilities within long-life collieries, The

== n colliory output of 2u tonnes by 1983/84, togetw) o insist that any grants which fay exceptionally be agreeq

y 4 . : 4 :
with an earlier build-up of opencast, is reflected in the Board's (eg on coking coal) in addition to those assumed in the fop cast
: ccasts
financial forecast in ex 2. Table 1 shows that by 1983/84 the b should not relax the Board's obJec bk sy Btaic

should be achieving bresk-even after interest (on the present capit self-financing over and above break-even.

structure), after social grants, and after regional grants reduced by
then to £27m (1978/79 prices). Beyond 1983/84 the Board would be e b closely monitor the actual trend of production costs in real
to break-even after interest with social grants alone. Table 2 com: terms compared with the projections underlying the forecasts.
the Board's need for external finance with the provision in Cmnd 7%
and shows the cost to the Government of enhanced redundancy and tra
allowances (see paragraph 6 below).

{EDUNDANCY AND TRANSFER TERMS

b The NUM have become increasingly hostile to closures, and passed
4. The alternative course is to press for higher closures. The BoE 7 resolution at thejr 1976 Annual Conference to oppose all closures other
mblt [ W exhaustions. The previous Government did nothing to counter this
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closures at 3m tonnes a year, but with higher social grants conS‘zZMZ._ eg::? Will be difficult even with a big 1nvest.:me:}tlepli‘:§§:try-do i
on the higher redundancies. This is shown in Tables 2 and 3 of Al di';ng redundancy and tf‘ansfer arrangements 1;1t o NCB,
But insistence on planning a higher rate of closure than 13w 403 haye t;?urage maximum resistance to closure:. i e i i
gf 0, in my judgment, lead to a confrontation with the o “Tefore proposed extended tarmngemen s D g
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the indust by facilitating closures.

Honeyian the long run

INVESTMENT

P (E0)eR T proposed that the investment progpapye s
b(.: endorsed subject to examination of the scope for cost S"’Vinf,l
7S

savings of £25m
in Table 2 of Annex e

1982/83% should now be endorsed in the usual way - in full o3 195
and up to 85% and 70% in the two following years. New Dine PI‘OJec;
S.~\

still come forward for separate consideration.

CAPITAL STRUCTURE

8. The case for converting some of the NCB's loan capital to equi

the form of Public Dividend Capital (PDC). was summarised in E(EA)(
The Board's assets are financed virtually entirely by loan capita

S Sy,

a year are reflected in the external finance .

! 4 e

I propose that the investment Prograng Qlure:i:_
e to

although private mining companies have equity finance as high at %% | DEPARTMENT OF ENERGY
The case for some PDC is very strong, though we must see that it iswm | 2 SEPTEMBER 1979

used as a soft option by the Board: the benefit should improve their
I propose

self-financing rather than relax their financial target.

that the initial issue of' PDC be limited and that, in the Coal Bill#
be introduced later in the year, powers be taken to enable no more
35% of debt'to be converted to PDC initially and to permit further
issues up to 50% subject to the approval of the Treasury, it beingl
understood that these further issues should take place only when

Board have shown that they are making progress to viability.
CONCLUSIONS

%1 :invﬁ;e the Committee:

a to ‘endorse the financial strategy for the NCB outlined if e

and to accept the associated external finance requirementsi

Su:
and transfer terms, the details to be agreed with the g5
further €Xamination;

4
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G2 40 o 3 i
235 350 3
27, 300 37500 k) 9,260 (65
13) 7,600 égg)
4 Britein 232,900 1
i 9,900 (8%) 37,900 (16)
?,gig 490 éé) 5,340
B & 2 &
12,320 1,000 (8) 2,§§/8 (2(1)8)
il festern 23,190
; 3,020 (13) 9,240 (40)

SPERS

KL of men who could be transferred to other jobs in the industry

Short distance Long distance Total
(Te %o Yorkshire

and Midlands)

6,900 2,400 9, 300

10,500 10,000 20,500

s “0

indicate the regional
1d be trensferred long distance.

t .
w 1§§s§§5ble for the NCB at present to
the source of the men who cou

k cONEIDENTIAL 3‘1



CONFIDENTIAL .

MWNEX 2

NCIAL EFFECTS OF PROPOSED STRATEGY
':j."m

&n (1978 /79 Prices)
Account

1979/80 1980/81

t_on NCB Profit and Losgs
s#fec =

1981/82 1982/83 1983/84

arating PI'Ofi t/ 2

(Loss) (65) " (38 (7) 63 128

E (166) (180) (195) (208) (218)
mteres’v
K, . B ata 58 61 63 63 63
socl8l
orating Crants 55 20 18 11 -
T E—— 136 133 121 72 27
fega o

18 - - - -

liditional benefit
i) frongg%ggns a 81 90 97 103
\ : 2
Uit
BLE 2

blic Expenditure Effects .
; &n (1978/79 prices)

1979/80 1980/81 1981/82 .1982/83  1983/84

B external
“nanej ng require-
"% (ineludin

easing): =
[ rrovision in 535 529 480 28
Cmnd 7439 582 b 608 622
11979 By e 623 il 537 440
G e . BEY 634 57 =
3 p 99 74
'~ (a) (1)
at of enhancing is 16
g ~
-:,,,mrenggcy/transfer 5* 6 16
LTINS i : " =
\lennjy M8 publie . o 7%
M u3g"e over b e :
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N _NCIAL EFFECTS OF 3mTONNES A YEAR CLOSURES
’3"

£n (1978/79 prices)

1979/80  1980/81 181782 1982/83 1983/84
rit & Loss Account
: ratlNg Profit/
“" (Loss) (C5) (73) (44) 33 e
(166) (180) (195) (208) (218)
] Grants 58 78 80 81 85
- .rating Grants 55 20 18 11 3
segional Grants 136 133 121 7o 27
18 (22) (19) (11) (1)
£n (1978/79 prices)
' iblic Expenditurc Effects
1979/80  1980/81 1981/82  1982/83  1983/84
xternal ’
inancing requirement 581 668 633 560 459
‘ SRR ASTh oL
yments 17 54 S Sh 54
lerease in public
pendi ¢ -
(g 7}3\51‘8 g &2 e 187 158 134

d transferred
* Covers the higher number of miners magﬁt?duﬂdant 2l
85 well as the enhanced level of paym Y
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ANNEX 3
NCB proposals for improve

§ ments in the Redundant Min
%m;ps) and in the transfer ant system Swerkers pe —

nen aged 55 end over now Treceive approximately two-
i ,}Uuz:i&‘ﬁc.\' earnings for three years (aver i
::tv.‘u}}em:)lomen“ benefit equival

then

;};irds of their
€ . Per week) ang
ent plus mner's besic i
po 0 I Pension (gt
sent ebout £33 per week in totx_al) to age €5, Naturally they v(vill figh
T pet heving to come down to this leyel et age 58; espécially Since
r the early retirement scheme & men cen retire at 6
D irés of his pre-redundanc

0 and receive
x : The N Tro
E dundants, benefit a CB propose

ould continye

Y earrings
T two-thira

n aged 50 to 54 now receive only a lump sym, maximum £1250. They
10t normally be offered transfer to another pit. The NGB propose
y should have & lump sum of £150 for each year of service, in

1 to the normal redund

ancy lump sum under the Employment Protectio
help them find some other Way of life; ang in addition, to
1 them at a reasonable standard it they cannot €et another job,
wed payment to age 65 equivalent to unemployment benefit eng

s related supplement. = At present this would averape about £12.50

N M-
per week. 4

e RMPS lump sum would everage about £4500.

iien under are 35 now receive nothing from the RupS. ,

ceive & lump sum maximum £1250. The NCB propose thet all men aged
20 tg 49 should receive a lump sum of £150 for each year of sem:e,
eddition to the normal redundancy lump sum under the Ekgpég%rx;gn
Protection Act. The average RNPS lump sum would be ebou >

Those aged 235

Iransferees
e TTees

! At present men transferred to other pits within daily travelling

1t the
 fstance receive no special allowances. The Board propose tha v
Should receive:—

i ir length
a) 2 disturbance allowance of up to £600 depending on their leng
of service, and

i ty four
) retention payments of £200 after six, twelve and twenty
months in their new jobs.
‘:’1055

; i istance should
‘ransferring to pits outside deily travelling &i
"eteiyve

) t
ey s sum under
® a lump sum equivalent to the normel redundancy lump
Employment Protection Act; o H
R lump sum equivalent to the Jém:p;ysgo underm)‘ RIPS .
each year of service, (averag

o disturbance allowance of £2000; ing, increased rent etc;
i P to cover the cost of mmﬂ_&mw and e further £250
6) Tetention payments of £500 af;f.;m in their new

after twelve and twenty-four




‘ ason or anoth

ot transfer for one re P
232§tion to meke redundency vtolerable. Howe:,t be £y

e comp many of the young er skilled men as possible er i ism
to encouraéfei:: and also to more highly productive pits, B:i rangp.!
to the néw P 28 oo trensfer if they do not get terminal pa t ¢
\“.. :.h«:-.:r yments for which they would qualify py grg:;v_cs
,o Lhe ) i

fqu
e 18 gy
ust be found of permitting these

We understand that regardin “Tming)
here they were formerly eH,F b

This means that ways I

6m/':ma-nts to be paid tax free.

T gy
PIOye(} i ‘

.' handshake" from the pit w
;rtlglv%:;l of achievipg this. (Formally, men are employed by the niy i
shich they work ant not as such by the National Coal Board, Soplt Y
employment formally ceases.) When ¢

pit close's their contract of

costs (1978/79 prices)
LA
The following table shows the total coste falling on the Department g

five vears to 1983/84.
No. of Existin
men S __0'551—5‘
£m “Tm

Additig

RMPS lump sums:

a) men aged under 50 4,700 160) e
b; men aged 50 to 54" ~ 8,850 545 10

RNPS weekly bencfit:

ag men ageé 50 to 54 18 -

b) men aged 55 to 64 9,950 54 41

Employment Protection Act

lump sums 115 1
Short distance transfers 6,900 4 &
Long distence transfers 2,400 B2

: _.:Non-im?ustrial . transfers 2
‘:”Tétals ; 154

1 The RWPS is financed 100% by the Department. the

. xepresent the Department's 50 contributions wide

Act 1977.

- 2 If cokeworkers, as is proposed, are included in tge
revised basis it would add some £im to these COS
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