
cc Mr. Wolfson 


PRIME MINISTER 


Future o f BNOC 


I t was l e f t a t E Committee t h i s morning t h a t E(DL) Committee 

should look a t the o p t i o n s f o r d i s p o s i n g o f BNOC assets again on 

Thursday. But you a l s o suggested t h a t t h e r e might be a p r e l i m i n a r y 

meeting o f some o f the key M i n i s t e r s . I t h i n k you had i n mind, 

i n p a r t i c u l a r , t h a t Mr. Not t s h o u l d have h i s say. 


Mr. Howell and Mr. N o t t have t h i s a f t e r n o o n discussed t h i s . 

They have agreed t h a t a p o s s i b l e way f o r w a r d would be f o r Mr. Howell 

t o make a statement b e f o r e t h e Recess which would say t h e f o l l o w i n g : 


( i )	 BNOC i s f a r t o o b i g and must be slimmed down at the 

very l e a s t . 


( i i )	 A l l i t s upstream assets w i l l be t r a n s f e r r e d t o a 

s u b s i d i a r y . 


( i i i ) The s i x t h round l i c e n s e s are c o n f i r m e d . 


( i v )	 The Government w i l l c o n s i d e r u r g e n t l y what assets 

s h o u l d be s o l d o f f from t h e s u b s i d i a r y . 


T h i s approach has the advantage o f e n a b l i n g Mr. Howell t o say 

something about t h e f u t u r e o f BNOC and th e r e b y ending t h e u n c e r t a i n t y ; 

) I means t h a t the s i x t h round o f l i c e n s e s goes ahead and thus 

avoids t h e a l l e g e d d i s t u r b a n c e o f Nor t h Sea e x p l o r a t i o n ; and i t keeps 

a l l t he o p t i o n s open on the s a l e o f a s s e t s . E i t h e r the whole 

s u b s i d i a r y c o u l d be s o l d o f f , which i s o f course BP1s p r e f e r r e d 

o p t i o n ; a l t e r n a t i v e l y , some o f the s u b s i d i a r y ' s assets c o u l d be 

s o l d ; a f u r t h e r p o s s i b i l i t y i s t h a t t h e s u b s i d i a r y c o u l d be 

" p r i v a t i s e d " w i t h shares b e i n g s o l d p a r t l y t o p r i v a t e i n v e s t o r s , 

p a r t l y t o the o i l companies, and some p o s s i b l y r e t a i n e d by HMG. 


Th i s approach w i l l not immediately meet the C h a n c e l l o r ' s need 

because i t does not s p e l l out what assets w i l l be s o l d . However 
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i t i s w orth c o n s i d e r i n g . E(DL) w i l l c o n s i d e r , and r e p o r t back t o 

you. 
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