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I , 

I a t t a c h a copy o f t h e f i n a l v e r s i o n o f t h i s s t a t e m e n t . I t i s as 
agreed between t h e Prime M i n i s t e r and my S e c r e t a r y o f S t a t e , except 
t h a t i n para 7, "BNOC should no l o n g e r have a seat on every 
Committee o p e r a t i n g t h e N o r t h Sea**has been a l t e r e d t o "BNOC 
should no l o n g e r s i t on every committee", which may i n some cases 
save t h e l a b o u r and expense o f r e n e g o t i a t i n g t h e o p e r a t i n g 
agreements. 
I am copying t h i s l e t t e r and en c l o s u r e s t o t h e P r i v a t e S e c r e t a r i e s 

o f members o f E Committee and o f t h e C h a n c e l l o r o f t h e Duchy o f 

Lan c a s t e r , t h e C h i e f Whips i n t h e Commons and i n t h e L o r d s , 

t h e Paymaster General and t h e S e c r e t a r i e s o f S t a t e f o r S c o t l a n d 

and Wales; a l s o t o t h e C h i e f Press O f f i c e r a t No 10 and t o M a r t i n V i l e , 


John A r n o t t 

P r i v a t e S e c r e t a r y 
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With p e r m i s s i o n , nr Speaker, I w i l l make a statement about the 

Government's o i l p o l i c y and t h e B r i t i s h N a t i o n a l O i l C o r p o r a t i o n . 


2 . The Government has reviewed t h e f u l  l range o f t h e BKOC's 

a c t i v i t i e s . I t has a l s o had much i n mind the s e r i o u s d e c l i n ei n 

o f f s h o r e a c t i v i t y . 


3. A f t e r d i s c u s s i o n s w i t h t h e Chairman and t h e BNOC Board, t h e 

Government has concluded t h a t BNOC can bes t serve t h e n a t i o n ' s 


. b u t 

i n t e r e s t s i n a c o n t i n u i n g / u u c h more l i m i t e d r o l e t h a n a t p r e s e n t , and 

t h a t t h e p a t t e r n o f ownership o f t h e • C o r p o r a t i o n ' s a s s e t s , a t 

pre s e n t e x c l u s i v e l y i n State hands, Bhould be changed. 


i\ . The House w i l l be aware t h a t t h e BITOC i s engaged i n two main 

a c t i v i t i e s . I t i s an o i l t r a d e r on a l a r g e s c a l e , m a i n l y by v i r t u e 

o f i t s r i g h t t h r o u g h p a r t i c i p a t i o n agreements w i t h o t h e r o i l 

companies t o purchase 51$ o f most o f t h e o i l produced on t h e UK 

C o n t i n e n t a l S h e l f . And i  t has a s u b s t a n t i a l e n t e r p r i s e i n t h e 

No r t h Gea, engaged i n e x p l o r a t i o n , development and p r o d u c t i o n . 


5. As f a r as t h e t r a d i n g a c t i v i t y i s concerned, t h e Government has 

decided t h a t t h e C o r p o r a t i o n ' s access t o o i  l t h r o u g h t h e 

p a r t i c i p a t i o n o p t i o n s s h o u l d be r e t a i n e d . A l t h o u g h i n c o n d i t i o n s 

of major shortage I can ta k e powers under t h e Energy Act 1976 t o 

c o n t r o l and d i r e c t o i l movements, i n c o n d i t i o n s of l i m i t e d s h o r t a g e , 

such as we are now e x p e r i e n c i n g , BKOC's d i r e c t access t o 

' p a r t i c i p a t i o n * o i l , t o g e t h e r w i t h r o y a l t y o i l , s t r e n g t h e n s our 

p o s i t i o n . Of course, q u a n t i t y and t h e r e b y s e c u r i t y o f supply a l s o 

depend:- or. economic p r i c i n g , and t h a t i s why we have removed t h e p r i c e 

c o n t r o l s which we i n h e r i t e d . 


6. As t o BKOC's o f f s h o r e a s s e t s and i n t e r e s t s , t h e Government 

b e l i e v e t h a t those should be more w i d e l y owned• T h i s o b j e c t i v e 

can b e s t be achieved t h r o u g h t h e d i s p o s a l of as s e t s f r o m S t a t e 

nands or by the i n t r o d u c t i o n o f p r i v a t e c a p i t a l i n t o t h e o p e r a t i o n * 

I w i l l be mailing a f u r t h e r announcement i n due course. 


7. Furthermore, the Government has decided on a number of steps i n 

the area of BNOC'S exploration, development and production a c t i v i t i e s . 
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The C o r p o r a t i o n has too many l i c e n c e o b l i g a t i o n s and commitments, 

a l o n g w i t h a number o f p r i v i l e g e s v i s - a - v i s o t h e r o i l companies. 

These f e a t u r e s a rc themselves a source o f the i n s t a b i l i t y and l a c k 

o f c o n f i d e n c e t h a t have come t o c h a r a c t e r i s e t h e o f f s h o r e o i l 
e x p l o r a t i o n scene - which i  t i s e s s e n t i a l f o r us t o change. The 
Government has decided, t h e r e f o r e , t h a t BNOC's p r e f e r e n t i a l p o s i t i o n 
ill f u t u r e l i c e n s i n g Rounds should be ended, and t h a t i t s p r e s e n t 
over-extended e x p l o r a t i o n commitments should be reduced. The 
Government a l s o i n t e n d s t o end BNOC's s p e c i a l access t o Government 
finance though t h e N a t i o n a l O i l Account. These changes f o l l o w 
t h e C h a n c e l l o r ' s announcement t h a t BNOC w i l l be l i a b l e t o PRT i n 
common w i t h o t h e r o i l companies, and my announcement e n d i n g t h e 
p r e v i o u s p o l i c y o f g i v i n g BNOC a f i r s t r e f u s a l whenever an i n t e r e s t 
was assigned between companies. I have a l s o decided t h a t t h e 
C o r p o r a t i o n ' s s t a t u t o r y r o l e as a d v i s e r t o t h e Government should 
be removed, and t h a t t h e C o r p o r a t i o n should no l o n g e r s i t on every 
committee o p e r a t i n g t h e N o r t h Sea f i e l d s where i t has no e q u i t y 
s t a k e . I s h a l l be s t r e n g t h e n i n g my Department's r e s o u r c e s so as 
t o ensure t h a t the Government, i n t h e e x e r c i s e o f i t s r e g u l a t o r y 
r o l e , i s f u l l y a b l e t o p r o t e c t v i t a l n a t i o n a l i n t e r e s t s . 

8. Some o f t h e changes I have o u t l i n e d w i l l r e q u i r e l e g i s l a t i o n , 

which w i l l be i n t r o d u c e d l a t e r i n t h e s e s s i o n . 


9. The moves announced today w i l l i n themselves encourage companies 
t o e x p l o r e more w i d e l y and t o i n v e s t mere c o n f i d e n t l y i n development. 
V/e must encourage more investment b o t h i n d r i l l i n g on a l r e a d y 
l i c e n s e d t e r r i t o r y and i n deeper waters on t h e UXCG. Our d e c i s i o n 
t o examine w i t h the i n d u s t r y t h e problems o f the s o - c a l l e d m a r g i n a l 
f i e l d s should also.be o f p o s i t i v e h e l p . 

1 0 . I n a d d i t i o n I am today c o n f i r m i n g t h e f i r s t b a t c h o f awards of 
l i c e n c e s under t h e S i x t h Round (and t h e announcement of f u r t h e r 
awards w i l l f o l l o w s h o r t l y ) . I am a l s o w e l l advanced w i t h t h e 
p r e p a r a t i o n o f a 7th Round o f l i c e n s i n g . 

1 1 . I b e l i e v e t h a t a l l t h i s w i l l maize a major c o n t r i b u t i o n t o 
r e s t o r i n g a high l e v e l o f e x p l o r a t i o n a c t i v i t y on t h e UKCS a f t e r t h e 
r e c e n t v e r y s e r i o u s slow-down. 




