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Treasury Chambers, Parliamenl Street, SW1P '-WC, 
Gi-233 3 0 0 0 


PRIME MINISTER 


BNOC : FUTURE STRUCTURE AND DISPOSAL OF ASSETS 


I n h i s minute o f 1 8 t h J u l y David Howell p u t f o r w a r d a number 

of proposals on the r e l a t e d q u e s t i o n s o f d i s p o s a l o f BNOC assets 

and the f u t u r e o f BNOC i t s e l f . 


2. I can understand David Howell's wish t o c l a r i f y elements o f 

UKCS p o l i c y and BNOC's f u t u r e w i t h o u t damaging delay but I do 

not b e l i e v e t h a t we can make any s e n s i b l e statement on the f u t u r e 

o f BNOC unless and u n t i l we have taken d e c i s i o n s on the q u e s t i o n 

o f d i s p o s a l o f BNOC as s e t s . Any statement made b e f o r e such 

d e c i s i o n s have been made would beg more q u e s t i o n s t h a n i  t answered. 

I t i s my i n t e n t i o n t o ensure t h a t t h i s a f t e r n o o n ' s d i s c u s s i o n a t 

E(DL) puts us i n a p o s i t i o n t o take d e c i s i o n s at next week's 

E Committee. 


3. I share David Howell's view t h a t BNOC's crude o i  l t r a d i n g r o l e 

should be r e t a i n e d t o g e t h e r w i t h i t s p a r t i c i p a t i o n crude o i l 

o p t i o n s because I b e l i e v e they are v i t a l t o our s e c u r i t y o f s u p p l y , 

p a r t i c u l a r l y s i n c e we a r e , t h r o u g h membership o f the Community, 

prevented from i n t e r f e r i n g w i t h e x p o r t s o f UKCS o i l and because 

t h e r e are a l r e a d y i n d i c a t i o n s t h a t c e r t a i n o t h e r major o i  l 

p r o d u c i n g c o u n t r i e s such as Kuwait, N i g e r i a and I r a n are showing 

an i n c r e a s i n g tendency t o want t o t r a d e w i t h s t a t e o i  l c o r p o r a t i o n s 

r a t h e r than w i t h m u l t i - n a t i o n a l o i  l companies. 


I a l s o agree t h a t the c o n f i r m a t i o n o f the S i x t h Round Licences 

award should be announced as soon as p o s s i b l e so t h a t UKCS momentum 
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i s not l o s t . As David Howell says, the i n c l u s i o n o f BNOC's S i x t h 

Round l i c e n c e s i n any d i s p o s a l o f assets t o BP would c o m p l i c a t e 

m a t t e r s c o n s i d e r a b l y , and, moreover, as the A t t o r n e y General p o i n t e d 

out i n h i s l e t t e r o f 10th J u l y would a l s o have l e g a l d i f f i c u l t i e s . 

I n any event, I have doubts whether BNOC's l i c e n c e s should be 

vested i n one company. Would t h i s not f u r t h e r aggravate the a l r e a d y 

d i f f i c u l t s i t u a t i o n on depressed e x p l o r a t i o n a c t i v i t y ? Cannot the 

S i x t h Round be announced w i t h BNOC as p a r t n e r s and, i  f d e c i s i o n s 

are subsequently taken t o dispose o f t h e i r S i x t h Round l i c e n c e 

i n t e r e s t , these c o u l d presumably be disposed o f by an open l i c e n s i n g 

round g i v i n g t h e i r S i x t h Round p a r t n e r s f i r s t r e f u s a l . I very 

much doubt whether BNOC's S i x t h Round i n t e r e s t s should form any 

p a r t o f a sa l e t o BP. 


5. However, I see a number o f d i f f i c u l t i e s w i t h the o t h e r main 

p r o p o s a l s . I have r e a l doubts about whether the s e t t i n g up o f 

an upstream s u b s i d i a r y f o r BNOC's assets i s a necessary f i r s t step 

t o e i t h e r a t o t a l t a k e o v e r by BP or any l e s s e r d i s p o s a l o f t h e i r 

a s s e t s . I s h a l l be e x p l o r i n g the l e g a l doubts about t h i s r o u t e 

t h i s a f t e r n o o n w i t h the A t t o r n e y General but from my p o i n t o f view 

t h i s r o u t e would not reduce the PSBR unless BNOC c o n t r o l o f the 

"s u b s i d i a r y	 was g i v e n up e n t i r e l y . Moreover, s e t t i n g up one 

s u b s i d i a r y would not f a c i l i t a t e the s e l l i n g o f f o f BNOC's assets 

piecemeal: indeed i t would e f f e c t i v e l y f o r e c l o s e t h i s o p t i o n . 


6. I note t h a t the p r o p o s a l t o dispense w i t h BNOC's s t a t u t o r y 
a d v i s o r y r o l e w i l l e n t a i l a d d i t i o n a l d epartmental manpower and 
r e l a t e d p u b l i c e x p e n d i t u r e . W h i l s t t h e r e i sa p o s s i b i l i t y t h a t 
the outcome o f our c o n s i d e r a t i o n s c o u l d be the r e t e n t i o n o f a 
s u b s t a n t i a l p a r t o f BNOC's upstream i n t e r e s t s , i  t would n o t seem 
s e n s i b l e t o cut o u r s e l v e s o f f from BNOC's a d v i c e , p a r t i c u l a r l y 
s i n c e such advice would be based^oV'^first-hand E x p e r i e n c e o f 
U K C S _ a c t i v i t i e s . x** — 



S E C R E T 


7. I a l s o note t h a t David Howell wishes t o p o i n t up the 

p o s s i b i l i t y o f a Seventh Round o f l i c e n s i n g . I t h i n k t h i s i s 

something t h a t we should look a t s e p a r a t e l y o u t s i d e these 

d i s c u s s i o n s i n E(DL) once David Howell has put f o r w a r d h i s proposed 

minute on the s u b j e c t . 


8. I am copying t h i s minute t o members o f E and E(DL) and t o 

S i r John Hunt. 


(G.H.) 


i°j J u l y , 1979 
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