
SECRETARY o r STATE FOR EN 

HOUSE ttO 

MII.1 I;;.M; LONDON SVVIP aoj 

01 211 6402 


Rt Hon S i r G e o f f r e y Howe r/D? 6 June 1979 

C h a n c e l l o r of the Exchequer 

HM Treasury 

P a r l i a m e n t S t r e e t 

London SW1 


DISPOSAL OP ASSETS 

T h i s l e t t e r i s t o f u l f i  l some of the r e m i t s which flowed 

from y e s t e r d a y ' s meeting of E(DL) and, i n p a r t i c u l a r , on 

what c o n t r i b u t i o n B r i t i s h Gas and BNOC can make t o your 

needs. 


But f i r s t may I say how g l a d I was to have a p r e l i m i n a r y 

d i s c u s s i o n w i t h you l a s t Monday, i t was very h e l p f u l t o me 

and I hope t o you, to have reached agreement t h a t 

a) the t a k i n g of r o y a l t i e s i n k i n d and £100m c u t 

back by B r i t i s h Gas would serve t o reduce your 

requirement from d i s p o s a l of a s s e t s from £1.2 b i l l , 

t o "about £1.0 b i l l . " 


b) i n your Budget statement you would r e f e r t o " S t a t e 

i n d u s t r i e s " and not s p e c i f i c a l l y and only to B r i t i s h 

Gas and BNOC as you o r i g i n a l l y had i n mind. 


Taking r o y a l t y i n k i n d i n the f i r s t h a l f of 1980 should 

b r i n g around £100 m i l l i o n m d u r i n g the f i r s t q u a r t e r of 

1980. You asked f o r a more p r e c i s e estimate ana ray o f f i c i a l s 

are p u r s u i n g t h i s w i t h y o u r s . BNOC have a f i g u r e of £150 

m i l l i o n - not my o f f i c i a l s as the minutes of E(DL) s t a t e . 

My o f f i c i a l s ' q u i c k estimate i s £100-£120 m i l l i o n , much the 

same as t h a t of y o u r s . There are many u n c e r t a i n t i e s i n t h i s 
v a l u e of the o i l , t i m i n g of d e l i v e r i e s and of subsequent 

d i s p o s a l . We w i l l see whether g r e a t e r p r e c i s i o n can be 

obtained within the next day or two but I am not o p t i m i s t i c ; 

i n the meantime I suggest t h a t you should bank on not more 

than £120 m i l l i o n . 


Let me now t u r n to BNOC. You a r e , I know, most anxious to 

have the g r e a t e s t p o s s i b l e assurances about the extent of 

p o s s i b l e d i s p o s a l s i n 1979/80, but i t i s I am a f r a i d j u s t 

not within my power to g i v e you any f i r m promises at t h i s 

stage, or to say when t h i s might be p o s s i b l e . 
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As you know we are p r e s s i n g ahead w i t h a r e v i e w of BNOC, i t s 

r o l e and f u n c t i o n s . T h i s i s a h i g h l y s e n s i t i v e matter and any 

changes w i l l need to be looked a t very c a r e f u l l y . As you 

and I know our o i l s u p p l i e s are v i t a l f o r the success of our 

economic p o l i c i e s g e n e r a l l y and the need t o move w i t h 

extreme c a u t i o n on a n y t h i n g t h a t might a f f e c t them. The 

r e s u l t s of my review w i l l i n e v i t a b l y and r i g h t l y have to be 

co n s i d e r e d by the Cabinet. V/hatever the views I come t o , I 

cannot be sure t h a t they w i l l be endorsed by my c o l l e a g u e s . 


But t h i s i s not the on l y major u n c e r t a i n t y which prevents me 

from g i v i n g you a b s o l u t e l y f i r m a s s u r a n c e s , d e s p i t e my 

p e r s o n a l hope t h a t we can indeed go t h i s way. I t i s not 

too d i f f i c u l t to put some s o r t of book v a l u e * w i t h i n a s h o r t 

p e r i o d . We not only have t o d e c i d e what form of d i s p o s a l 

and/or p r i v a t e involvement we are a i m i n g a t as a matter of 

p o l i c y , but t o r e c o g n i s e t h a t a l l of the courses which we 

might pursue are of g r e a t c o m p l e x i t y . V/e have t o fa c e the 

f a c t t h a t what i s proposed i s a s e r i e s o f major b u s i n e s s 

d e a l s , and i  n the r e a l w o r l d such d e a l s can be del a y e d o r 

f a l  l through. 


There i s then the q u e s t i o n , which we d i s c u s s e d , about our 

powers of d i r e c t i o n on which the lav/ O f f i c e r s / t o be c o n s u l t e d , /were 

There  i s a l s o a maze o f l e g a l and c o n t r a c t u a l r i g h t s which 

govern the r e l a t i o n s between BNOC and t h e i r p a r t n e r s i n the 

o i l f i e l d s . Many of these w i l l c o n s t r a i n the form and 

speed o f d i s p o s a l and the p r e c i s e nature of them can only be 

u n r a v e l l e d case by case. Furthermore u n t i l we are i n a 

p o s i t i o n i n due course t o e s t a b l i s h the extent of i n t e r e s t 

i n v/hatever a s s e t s we are s e e k i n g to di s p o s e of, v/e cannot 

make any worthwhile judgment about the p r i c e t h a t might be 

ob t a i n e d . F i n a l l y the t a x p o s i t i o n of would be purchasers 

c o u l d be very i m p o r t a n t . I do not imagine you would be 

a t t r a c t e d by a d i s p e r s a l p a i d f o r by the t a x payer through 

the use o f t a x a l l o w a n c e s . 

You may be i n t e r e s t e d t o have the enc l o s e d p r e l i m i n a r y paper 

which was prepared here as background to the problems which 

I have mentioned. I do not n e c e s s a r i l y go a l o n g v/ith a l  l 

t h a t  i s s a i d i n i t , but you may t h i n k i t a u s e f u l c o n t r i b u t i o n 

a t t h i s stage. 


I am sure you understand t h a t I am not s e e k i n g to put d i f f i  

c u l t i e s i n the way - t h i s i s not the case a t a l l . I t i s 

however e s s e n t i a l t h a t v/e should a l l be c l e a r about the 

c o m p l e x i t i e s o f these problems and t h a t they cannot be 

r e s o l v e d e a s i l y or q u i c k l y . 


on^NOC's a s s e t s , but t h a t i s q u i t e d i f f e r e n t from a s a l e s 
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i J s h o u l d mention t h a t Lord K e a r t o n has ad v i s e d t h a t BNOC's 
i n t e r e s t s i n the V i k i n g gas f i e l d and i n the S t a t j o r d o i l 
f i e l d (which i s mai n l y on the Norwegian s i d e of the UK/Norway 
median l i n e ) might be disp o s e d of w i t h the l e a s t damage to 
the C o r p o r a t i o n ' s f i n a n c i a l performance and to the B r i t o i l 
l o a n agreement. Lord K e a r t o n e s t i m a t e s t h a t £120-£130 
m i l l i o n might be r e a - l i s e d from d i s p o s i n g of these two 
i n t e r e s t s , but we cannot r e g a r d t h i s e s t i m a t e , any more tha n 
any other v a l u a t i o n , as g i v i n g more than the roughest 
i n d i c a t i o n of the p r i c e we might o b t a i n i n an a c t u a l s a l e . 
Nor i s i t c l e a r at t h i s p o i n t t h a t these a s s e t s i n p a r t i c u l a r 
deserve t o be co n s i d e r e d as top p r i o r i t y . 

As f a r as the B r i t i s h Gas C o r p o r a t i o n are concerned, 

S i r Denis Rooke has agreed t o ach i e v e f u r t h e r s a v i n g s of 
£120m. thus r a i s i n g h i s cash l i m i t f o r 1979/30 to minus 
£449m. I a t t a c h a note s e t t i n g out h i s d e t a i l e d p r o p o s a l s 
t o t h a t end. I have t o l d him t h a t i n consequence imposed 
d i s p o s a l of a s s e t s i s no l o n g e r an immediate i s s u e , though 

I made i t a b s o l u t e l y c l e a r t h a t the Government coul d g i v e 

no t o t a l immunity f o r the f u t u r e on t h i s p o i n t . 


D A R HOWELL 
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E m . 

O r i g i n a l L i m i t a o e o r d i i K j  t o TrcdSjry  Ro 1 c-.is<. 259 

Less £22ro. cJt notayreed with Corporation 
 22 


1. I.OBS effect of delay inprice inc-eases because 

of Price Commission > 
23 45 


J-fc& ' 4. Original Limit from Corporation's standpoint A" t 	 214 
r
lixpothttM toprovide .ufcUtiotial cash tfc'230mW to wet  ' 


tiki-'. • ii'.'W limit, imposed:- ' » . •• : ft 


5. Additional cash from price increase*:- ' * ' 


».•'>•<*.' . Non-Doroestic effective frow 1.9.79 
.	 . t • .• 

ft* ;-•;>. • 5.1 4.3p per therm increase to 24.Op in the 

P.. • ' • commodity rare of the Non-Domestic Tariff 


(overall average Increase 21%) .M 2$ 

- ' « { • . • •. 5.2 A.'i}i per therm increase to 23.Op in the 

-	 ba3<- lino for the renewal of Special 

Con-racts for firm cjiis (increaue 22%) 21
w:,: • 

• •	 .**• ' 

5.J-_ l.Oi per therm increase (market limit) in 

v, ' » the base line for the renewal of -/ . 


JLn£ ?rnapti)>le Cortracts (6^%) 56 

•* r, * ~~ 

&	 " - ' • Dcoestic Tari 


it-. •- S.'l No increas • until April 1980
i* " 
* .'* 

6. 
Additional ca3h iron internal sources?

6.1 Capital 
 . • • ^ ^ 40 

-	1V 


6.2 Rev 'nue 
 '. • ' • >03 

6.3 Wor>ing Capital 
 J3C 179 
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