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BNOC: FUTURE STRUCTURE AND DISPOSAL OF ASSETS 


F o l l o w i n g our d i s c u s s i o n a t E Committee y e s t e r d a y , we are a g a i n 

g o i n g t o r e t u r n a t E(DL) tomorrow t o the d i f f i c u l t BNOC i s s u e , and 

i n p a r t i c u l a r t o the two qu e s t i o n s o f d i s p o s a l o f assets t o meet 

the C h a n c e l l o r ' s t a r g e t f o r r e a l i s a t i o n s i n 1 9 7 9 / 8 0 and t h e f u t u r e 

s t r u c t u r e o f BNOC i t s e l f . I s h a l l o f course be r e p o r t i n g t o E(DL) 

my proposals f o r r e s o l v i n g these problems, h a v i n g r e g a r d t o yesterday's 

d i s c u s s i o n , but I th o u g h t you should know how I b e l i e v e we co u l d 

proceed i n a way which r e c o n c i l e s our v a r i o u s common- and a b s o l u t e l y 

v i t a l - o b j e c t i v e s . 


F i r s t I t h i n k t h a t we can agree t h a t whichever way we go a f i r s t 

s t e p has t o be t o form an upstream s u b s i d i a r y i n which t h e assets 

o f ENOC are v e s t e d . This i s a v i t a l p r e l i m i n a r y s t e p e i t h e r t o a 

t o t a l BP tak e - o v e r o r t o any l e s s e r s t r a t e g y f o r keeping assets i n 

B r i t i s h hands. Could I t h e r e f o r e suggest t h a t we ta k e t h i s s t e p now? 

I t c l oses no o p t i o n s : indeed, i  t i s an e s s e n t i a l p r e l i m i n a r y so t h a t 

we can c a r r y o ut q u i c k l y any d e c i s i o n s which we rea c h l a t e r about 

the b est way t o meet t h e C h a n c e l l o r ' s t a r g e t . 


Second, as f a r as BNOC's s t r u c t u r e i s concerned t h e r e seems t o be 

a g e n e r a l acceptance t h a t 


a) a t l e a s t f o r the time being t h e crude o i l t r a d i n g r o l e 

s hould be r e t a i n e d , t o g e t h e r w i t h t h e p a r t i c i p a t i o n o p t i o n s . 


b) BNOC's s t a t u t o r y d u t y t o adv i s e should be a b o l i s h e d (so 

t h a t t h e r e w i l l t h e r e f o r e be an immediate need t o s t r e n g t h e n 

the Department's i n t e r n a l s p e c i a l i s t a d v i s o r y team i n s t e a d ) . 
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These are major steps and the q u i c k e r I can announce them t h e b e t t e r 

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

u l t i m a t e aims. 


T h i r d , the importance o f 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 6 t h Round 

l i c e n c e s , a n d p o i n t i n g t o t h e way t o a seventh round, as soon aS* 

p o s s i b l e , has been r e c o g n i s e d . Again t h e BP take-over p o s s i b i l i t y 

need n o t s t o p us d o i n g t h i s . I have spoken s i n c e y e s t e r d a y t o 

S i r David S t e e l and he agrees t h a t r a t h e r t h a n t r a n s f e r a l l BNOC 6 t h 

round l i c e n s e i n t e r e s t t o BP, which would be pro l o n g e d and t r i c k y 

(even by the t a k e - o v e r r o u t e ) we c o u l d d e a l w i t h them case by case 

i n a way which should s a t i s f y t h e o t h e r l i c e n s e e s and does n o t d e l a y 

our major purposes. 


On t h i s b a s i s , t h e r e f o r e , i  t would be p o s s i b l e t o proceed f o r t h w i t h 
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t o a sta t e m e n t . This course would t h e n enable us 

( i ) t o announce the outcome o f the BNOC r e v i e w and t h e 

d i r e c t i o n s we want t o go; 


( i i ) t o l e t a l l t h e l i c e n c e arrangements go f o r w a r d ; 


( i i i ) t o keep t h e way f u l l y open f o r d e t a i l e d d i s c u s s i o n s as 

to how much we s e l l o f f ; 


( i v ) t o g i v e BP f u l l t i m e t o prepare a p r o p e r l y o r g a n i s e d 

t a k e - o v e r w i t h o u t an i n t e r v e n i n g h i a t u s ; i f t h a t were the 

d e c i s i o n ; 


( v ) t o g i v e o u r s e l v e s f u l  l and adequate t i m e f i n a l l y t o work 

out and overcome p o s s i b l e l e g a l snags which a t p r e s e n t seem t o 

bl o c k a more p r e c i p i t a t e announcement. 


Subje c t t h e r e f o r e t o the d i s c u s s i o n i n E(DL) tomorrow I would l i k e 
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t o recommend t h i s approach t oE Committee t o g e t h e r w i t h a d r a f t 

statement t o P a r l i a m e n t which I would aim t o make on Thursday 26 J u l y . 

I f t h i s i s accepted then I would have t o i n f o r m Lord Kearton and t h e 

members o f t h e C o r p o r a t i o n i m m e d i a t e l y i n advance, o f the c o n t e n t o f 

the statement and an i n d i c a t i o n o f the o p t i o n s we are c o n s i d e r i n g 
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for t h e upstream o p e r a t i o n , though o f course n o t m e n t i o n i n g t h e BP 

p r o p o s i t i o n . I t i s p r o b a b l e t h a t he a t l e a s t w i l l w i s h t o r e s i g n 
he has as you know st a y e d on a t my r e q u e s t beyond t h e 30 June, t h e 

date he suggested f o r h i s d e p a r t u r e . I am t h e r e f o r e c o n s i d e r i n g 

p o s s i b l e c a n d i d a t e s f o r t h e j o b o f c a r e t a k e r Chairman u n t i l such time 

as t h e f u t u r e d i s p o s a l s t r a t e g y , and r o l e f o r BNOC's upstream s i d e , 

i s s e t t l e d . 


I have i t i n mind a t t h e same time t o make a statement about my 
plans f o r a f u r t h e r round o f l i c e n s i n g ( 7 t h r o u n d ) , about which I 
w i l l be m i n u t i n g you s e p a r a t e l y . 

CONCLUSION 


The approach which I suggest here makes i t p o s s i b l e t o c l a r i f y a t 

l e a s t some o f t h e i m p o r t a n t elements o f N o r t h Sea o i l p o l i c y and 

the BNOC problem w i t h o u t f u r t h e r damaging d e l a y , w h i l e l e a v i n g 

open f o r f u r t h e r c o n s i d e r a t i o n t h e best method o f meeting t h e 

Cha n c e l l o r ' s o b j e c t i v e o f r a i s i n g s u b s t a n t i a l sums by means o f 

d i s p o s a l s and do i n g so w i t h minimum d i s r u p t i o n t o our o v e r a l l p o l i c y . 

I b e l i e v e a statement on these l i n e s w i l l be seen as c o n s i s t e n t 

w i t h a prop e r and o r d e r l y conduct o f our o i  l p o l i c y , w h i l e n o t 

p r e j u d i c i n g i n any way f u t u r e d e c i s i o n s on d i s p o s a l s , and w i l l 

ensure t h a t t h e Government's s t a n d i n g and c r e d i b i l i t y on these 
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issues i s n o t d i m i n i s h e d i n a way which t h e y w o u l d ^ i f we d e f e r r e d 

any statement, or reached h a s t y d e c i s i o n s now. 

I am copying t o Members o f E and E(DL), and t o S i r John Hunt. 


S e c r e t a r y o f S t a t e f o r Energy 

/ T j u l y 1979 




