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THE PRIVATISATION OF ENOC

Note by the Central Policy Review Staff
Introduction
15 In his paper on The Future of BNOC (E(79)67), the Secretary of State
for Energy makes proposals of outstanding importance. There are very large
amounts of money at stake in North Sea oil and, money apart, the security
of oil supplies is crucial for us as for all industrial countries. The
arguments and facts set out in E(79)67 are complex as well as important.
We in the CPRS believe that more analysis is desirable before Ministers
take the decisions set out in E(79)67, paragraph 20 "Conclusions and

Recommendations™.

Questions
2, As we in the CPRS see it, the main questions which deserve more
analysis are -
(i)  the potential cost to the PSBR of moving BNOC (Operating)
into the private sector;
(ii) how to get the best price for the nation for whatever assets
of BNOC (Operating) it is decided to sell;
(iii) the ability of BNOC (Trading) to maintain security of supplies

against the pressure of the EEC Commission.

3. In PSBR terms, the privatisation of BNOC is different from British

Airvays and British Aerospace. BNOC, like British Gas, expects to make
large annual positive contributions to the PSBR. The moment BNOC is
Privatised that positive contribution [say £400m. a year 1981/1985] is
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Getting the best price for BNOC assets

Th are two worries on selling BNOC assets for the best price:
5. ere

; . - 4 1
(i) oil assets are almost certain to rise in price in the years ahead; 3
i) oil as

'
(ii) BNOC shares have, as yet, no ‘track record'.
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9. BNOC (Trading) is envisaged as a free standing public sector company
whose main objective is not to make

. money (it would do well to break even)
but to help secure oil supplies for the Uniteq Kingdom. (BNOC's own crude
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A considered legal view on this is desirable.
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115 In the light of the above questions (and Ministers

may well have
others) the CPES would recommend that Ministers do not ¢

ome to immediate
decisions on the conclusions and recommendations set out in E(79)67,
paragraph 20,
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