
PRIME MINISTER c . c . Mr. Wolfson 


BNOC 


Dav i d Wolfson and I have been o v e r the f i g u r e s i n Annex I 


of Mr. Ho w e l l ' s paper, and i t i s p r e t t y c l e a r t o us t h a t from 


a p u r e l y f i n a n c i a l p o i n t of view o p t i o n ( b ) - s e l l i n g o f f 75% 


of the s h a r e s - i s much the wor s t o f the t h r e e o p t i o n s c o n s i d e r e d . 


P a r a g r a p h 4 of the Annex i s the one to look a t . T h i s shows 


the b e n e f i t t o - or where t h e r e a r e b r a c k e t s , the w o r s e n i n g o f ­

the PSBR i f we go f o r o p t i o n ( a ) o r o p t i o n ( c ) as compared w i t h 


o p t i o n ( b ) . The two l i n e s ( i ) and ( i i ) r e p r e s e n t h i g h e r and lower 


c a p i t a l s p e n d i n g by BNOC r e s p e c t i v e l y . L i n e J ( i i ) r e f l e c t ^ 


BNOC's l a t e s t s p e n d i n g p l a n s and a r e t h e r e f o r e the more r e l e v a n t . 


Option ( a ) - i . e . , s t a t u s quo - i s worse f o r the PSBR 


than o p t i o n ( b ) by £140 m. i n 1980/81. T h e r e a f t e r , e x c e p t f o r a 


t i n y (£5 m i l l i o n ) n e g a t i v e e f f e c t i n 1982/83, o p t i o n ( a ) i s f a r 


b e t t e r . 


Option ( c ) - s e l l i n g o f f 49% of t h e s h a r e s - appears to be 


about the same as o p t i o n ( a ) e x c e p t f o r r a t h e r s m a l l e r b e n e f i t s 


i n l a t e r y e a r s . I n f a c t , the f i g u r e s a r e m i s l e a d i n g b e c a u s e 


they do not t a k e a c c o u n t of the p r o c e e d s from s e l l i n g t h e 49%. 

— ^ 

S t r i c t l y s p e a k i n g , Mr. Howell i s c o r r e c t b e c a u s e s e l l i n g s h a r e s i n a 


company which i s t o remain i n the p u b l i c s e c t o r does not count, 


a c c o r d i n g to the T r e a s u r y r u l e s , as a r e d u c t i o n i n the PSBR. 


However, s e l l i n g t h e s e s h a r e s would be a g r e a t h e l p i n f i n a n c i n g 


the PSBR - i . e . , they reduce the amount of g i l t s we have t o s e l l 


and t h e markets would r e c o g n i s e t h i s . I f the p r o c e e d s of t h e 49% 


s h a r e s a l e were i n c l u d e d i n the f i g u r e s i n paragr a p h 4 of t h e Annex, 


they would be improved by n e a r l y £600 m. over t h e f i r s t 2-3 y e a r s . 
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T a k i n g i n t o a c c o u n t t h e C h a n c e l l o r ' s need f o r f i n a n c e i n 


1980/81, o p t i o n ( c ) thu s l o o k s t h e b e s t . 


T h i s paper a l s o f a i l s - l i k e i t s p r e d e c e s s o r s - to c o v e r 


t h e p o i n t t h a t t h e r e a r e i n c r e a s i n g s i g n s t h a t OPEC c o u n t r i e s 


p r e f e r t o do b u s i n e s s on a government-to-government b a s i s . 


BNOC ( T r a d i n g ) , which w i l l be 100% government owned, might be 


a b l e t o f u l f i l t h i s r o l e ; but we know t h a t some p r o d u c e r s want 


h e l p on the o p e r a t i n g s i d e i n r e t u r n f o r a c c e s s to o i l . T h i s 


would be an argument f o r r e t a i n i n g a u n i f i e d BNOC w i t h t h e 


government h o l d i n g a t l e a s t a m a j o r i t y s t a k e i n BNOC ( o p e r a t i n g ) . 


F i n a l l y , i f t h e o b j e c t o f t h e p r i v a t i s a t i o n e x e r c i s e i s 


to r a i s e money, we know t h a t t h e r e a r e o t h e r ways o f a c h i e v i n g 


t h i s b e s i d e s s e l l i n g s h a r e s i n BNOC ( O p e r a t i n g ) . One su c h method 


which BNOC has proposed and which has n e v e r been mentioned by 


D/Energy i s t o s e l l s h a r e s i n BNOC's r o y a l t y o i l . A c c o r d i n g to 


BNOC, t h i s would r a i s e f a r more money a t s m a l l e r f u t u r e c o s t to 


t h e E x c h e q u e r than s e l l i n g s h a r e s i n BNOC ( O p e r a t i n g ) . 


We t h i n k t h e r e i s a s t r o n g c a s e f o r a s k i n g f o r an i n t e r ­


d e p a r t m e n t a l a s s e s s m e n t of t h e v a r i o u s s a l e o p t i o n s . Energy 


hr.ve been u n w i l l i n g to p r o c e s s t h e i r paper i n t e r d e p a r t m e n t a l l y : 


t h i s i s why i t has f a i l e d t o s e t t h e f a c t s out p r o p e r l y . 
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