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1. Future Legislation Committee (4 i

agreed that Parliamentary time be(fggngegtlng i Jum?) has
necessary to implement our manifesto
investment into the Nationa
note sets out detailed proposals.

Background

2% The NEC.is.a statutory Corporation set up under the Transport
Act 1968 to manage the road freight businesses in the public
sector and to cooperate with British Rail in providing an
"integrated" system of freight transport services. In practice
the concept of integration has not been pursued and the NFC

has concentrated on managing its road haulage subsidiaries, the
best known of which are British Road Services, Pickfords, Roadline
and National Carriers Ltd (NCL). The NFC incurred substantial
losses in the mid seventies, and was given a financial
reconstruction in the Transport Act 1978. This reconstruction
reduced its debt to the Government to £100m, and provided for some
grants specifically to help NCL; the most significant of these
grants being an annual contribution of £im per year to make good
deficiencies in the pension funds in respect of those NCL
émployees who had previously worked for British Rail. The -
reconstruction had the limited objective of making NFC fina‘f"la y
Viable without recourse to on going subsidy, or to furtherNFg?ns
from the Government for at least the next few years. But prix s
Profit levels are currently only just sufficient to Cogegantial
interest on its outstanding debt. And it still has su sbefore 1971
d9ficiencies in the pension funds in respect of -?;?r}‘:iﬁ:il

°f employees who did not previously work for Britis A

Liming of main changes

zc.m To attract private investmen':llz
bt he NEC into a company W tatuto
the equity ;213 by tgg Government, ;nd toizegg‘e,ep:ivate ry
sesigations or commitments not normally ounclC e S
ftor. . on transfer of its assets to the Company, NFC
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tutory Corporation. The way woulg
a

e 1 its shareholding in th
oy gﬁiiﬁeaGovernment to sel R e

they

eriod : ) We
be open £ me (or over & PE-Pricts trading performang
Company at a ti in the llght gn which we would take eXDeitand

5 . the sale. advy,,
the proslpeghant Bank appointed to handle "
T A the successor company next yeap aq

e settlnge\r‘lg to do so. This would establis}l that
ave thengo‘;rovide an interim plerloié 1e)§£o€e going 1o
we mean business & which the Company, _both mg % t.)ln t?lnd €MD oy,
the market, durlngivate sector conditions. {]‘o a1 y e'earliest
could adjust to pr arket would be Spring 1981, when NFC's 1gg,
we could go to the m It will be most important that ye sell

: ailable. NFC firmly f

results will be av ity so as to remove -y _Irom the pypy,
most or a%}ll gfi:hgeggggzﬁy both to convince the private investop ;
sector. a

) OV t interferen
i t be subject to'CO\ernmen ce,
thgttth:sgggg?gg ‘g}llelr]t; rtlgere is no question of the Government
and to

ever again 'bailing out' the NFC.

4, I envisag
soon as I hav

Capital Structure

i i t of the

private investors all or mos
i i ny will have to be expressed as

Govgmment's lnt:;zls"ttggnﬂil‘ixggmpiitgrest debt to the National Loani ‘
=< shargilrge necessary therefore for the leglsﬁlatmn to c?nce
T Z‘tion's present £100m debt; and for" the hemorandulg ?‘iate
e Cor’ggrn of the successor Company to prov1§e for an ?ggdp
Associi ?:ructure with equity shares and poss%bly som? lres ot |
i tsb rowings. I would expect to finalise the figu e
ir}tezesf cggcumstanc.:es, and after consulting the Treasgﬁy%ake
18 tl?xe Company is set up. The capital structure Wogilities,
Zié!ggunt of Igie full range of the NFC's assets‘anc.l 1;3 s
including debt to leasing companies, at the tjime’fashares.
the best possible basis for the subsequent sale O

5. To facilitate sale to

Pensions ‘

f the Company

6. The value of shares in NFC Ltd will be reduced 1 o employees |

i it
has deficiencies in its pension fund, or comm1tm§2t§ector. 1t tl;;
or ex-employees beyond those normal in the priva necessary

i be 5
shares are to be marketable, it will almost cer‘tilgﬂ’al defic;en:le
for the Government to deal with the present S“bsti to obligati®y
in the NFC pension fund nearly all of which rela o This
in respect of service before the fund was set Ltlp 5
also make the whole operation less vulnerable ofor the
the Unions. I propose therefore to take powers recise amoUl oy
to eliminate these particular deficiencies, the P actuarlal
of which will not be known for some months when ige rang® _ ,,tink
ment will be available (it could well be within to those ¢
£30m - £40m). These deficiencies are additional :

ri ‘
to former British Rail employees who were members of tely 1ing

: eparad g a
Rail pension funds, and which are being dealt wlﬁ}é fla};s oo
under the Transport Act 1978. There are differe

(e ineErtTIAT

. compensation, we will be expected to honour the

. on |
tion £1%, |
bstr‘UCGo Verl’lment ‘

with the non-BR deficiencies: Toe
to the pension fund (\-:hicg ;oulg Oéfn;fgg;lgéé %Lfmp Sum payment
of the sale); or by staged payments over 5 t }]om the proceeds
same\dﬂl w.ml} include neasures fop varyir)l Sc)h 0 years, The
the Government is at present funding the & the b951s on which
deficiencies in the British Rail pensio \f/er'y much larger
Rail will ine\ri'L;,\b]_y have to rEnit ‘fl funds,

we can justify differen ok I as a state oy
An important issue for t
or not to close its present pen
index-linking, to new entrants,
adoption of a new scheme more

large employers in the road ha

Sion scheme, whi

I would wan
in line with t
ulage industry

ch provides
t to encourage the
hose common to

Conditions of Employment

7. It has been customary when staff hav i
tralusf'ezjred between transport undertaltingsbiint}slza;fﬁg(lni‘cl;lg it
to pr‘ov_}d? for statutory compensation in the event of theif‘C gr,

or conditions being worsened for reasons "properly attributaglg

to" the transfer; and the Government in 1971 did this when

Thomas Cook's was sold to the private sector. For this and

rs NFC is at present the compensating authority,
have been very few successful claims for

g wi present arrangements
and to provide similar, or better, protection for NFC's staff
transferred to NFC Ltd. I propose to provide the same conditions
of statutory protection for transferred staff in this case, and
would resist any attempts by the Unions to improve these conditions:
and in the absence of any other appropriate body to take myself the
statutory function of "Compensating Authority", both for this
transfer and for the earlier ones involving NFC. The cost of this
should be very small, and far outweighed by the benefit to the
value of our shareholding in the Company.

and although there

Control of the Company

8. Vhile the Government remained the sole shareholder of the
Company it would control the appointment of directors and I would
See no difficulty in practice in maintaining the same financial
controls over the NFC as at present eg in relation to major
investment or borrowing (including leasing), and the declaration
of dividends. It is also for consideration vhether we shoul%l
haintain the arrangements whereby the NFC uses the Govirnmenofs
fredit in borrowing, and to guarantee the credit—wortr} nfe;zcs1 g

its subsidiary companies. These arrangements are es éma R
Save the NFC about £1m a year in interest charges, agan;:?'u o o
it to weather severe setbacks without the danger of e asn vyvflen
he other hand, the Government's guarantee must be Ng(ll haging o
Shares are sold and there is a lot to be said fg;‘ Sl
experience of operating under a private sectorc n&m e e
On balance I recommend that we should set the Company

3
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formal Government guaran'tees enjoyed by nationaljgeq

of the v ~bandon the powers to make
industries - l\»’e ShZ:rll% ;}hzgsddg oot envisage the needofioa 5 fro o :
e NLP: NEG's PP from vehicle leasing) during tr T extep, "hich NFC woyjqg
capital finance (apart fro o PACHICH fe\,al gartlcular I wo ?BVe ad
: ouncil & uld wi a mas
Se. ; w Jor
b llcensinzngyrepeal tli‘d up the Frggé;& IIn

a i N N S h,
Our ownership of the shares in the Company would of coypg, stem fop Jo0%erS to get y ntegration

er.xable us to decide the arrangements for sale, including shis)

rms relating to our policies for emplo
ﬂiiﬁ?ﬁg:s dasale 1 should be raised.yees share.
’

Public Eggenditure Impl ications

. The immediate public expenditure effects will be the 1
1(rjlterested on the debt written off, partly offset by divideggi of
would of coursé cease once all the shares were sold), Ty
cost of making good pension fund defz’.ciencies would be either e
£30 — 4om with a once-for-all payment OT, say, about £5m per yea
for a 10 year period. A very preliminary estimate of the
proceeds from selling the equity in 1981 would be £60m. Althoug
this is a modest contribution to the immediate requirement to redu
ublic expenditure, I pbelieve that in the longer run we could be
saved very much more by getting rid of the contingent liability t
guarantee the NFC's losses. The NFC's failure in 1975 has cost the | NF
Government £82m in grant assistance over the last four years.

and whether any new capita

Legislative Requirements

11. 1 seek the approval of colleagues to proceed with legislation | D
: Zepartment of Transpo
(a) to create a Company under the Companies Act to 3 Marsham Street Pony
inherit the assets and liabilities of NFC (which ondon SW1
would be abolished);
, || 17 July 1979
(b) to write off NFC's debt to the Government; and \
provide for Government ovnership of the equity | &
in the new Company;

(c) to provide for payments to the Company to make ‘
good those deficiencies in its Pension Fund which
relate to service before the Fund was set up in 10ye¢s
1971; and a right to statutory compensation t0 emploY
adversely affected by the change;

(d) to provide for the Government's present powers
to lend and guarantee loans to the NEC 10 be
removed as and when the new Company 18 set up;

4 Xo make consequential amendments to the Transport
ct 1968 arising from the abandonment of the
concept of "integrating" freight transport
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