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proposes t o make on Thursday, amended t o r e f l e c t t h e d e c i s i o n 
not t o p r e s s ahead a t once w i t h t h e announcement o f a seventh 
round o f l i c e n s i n g . T h i s i s now a t t a c h e d , and my S e c r e t a r y o f 
S t a t e w i l l be g r a t e f u l f o r comments. The Statement i s i n t h e 
t i m e t a b l e f o r 3 - 5 0 on Thursday and he would h o l d a press conference 

I im copying t h i s l e t t e r and enc l o s u r e s t o t h e P r i v a t e S e c r e t a r i e s 

o f members o f E Committee and o f t h e C h a n c e l l o r o f t h e Duchy o f 
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PARLIAMENTARY STATEMENT ON BNOC 


I t was agreed at E Committee yesterday t h a t my S e c r e t a r y of S t a t e 
should r e c i r c u l a t e the d r a f t of the statement on BNOC which he 
proposes to make on Thursday, amended to r e f l e c t the d e c i s i o n 
not to press ahead a t once w i t h the announcement of a seventh 
round of l i c e n s i n g . T h i s i s now attached, and my S e c r e t a r y of 
St a t e w i l l be g r a t e f u l f o r comments. The Statement i s i n the 
timetable f or 3 - 5 0 on Thursday and he would hold a p r e s s conference 
I n t e r that day. 

I am copying t h i s l e t t e r and encl o s u r e s to the P r i v a t e S e c r e t a r i e s 

of members of E Committee and of the Ch a n c e l l o r of the Duchy of 

Lan c a s t e r , the C h i e f Whip and the Paymaster General; a l s o to the 

Chi e f Press O f f i c e r at No 10 and to Martin V i l e . 


John Arnott 

P r i v a t e S e c r e t a r y 




DRAFT STATEMENT 0" OIL POLICY BY SECRETARY OF STATE FOR ENERGY 


fcith p e r m i s s i o n , Mr Speaker, I w i l l make a statement about the 


Government's o i l p o l i c y and t h e B r i t i s h N a t i o n a l O i l C o r p o r a t i o n . ! 


reviewed 


t h e f u l l range o f t h e BNOC's a c t i v i t i e s . I t has a l s o had much i n 


mind t h e s e r i o u s d e c l i n e i n o f f s h o r e a c t i v i t y . have had s e v e r a l 


d i s c u s s i o n s w i t h t h e Chairman and I have a l s o met the BNOC Board. 


I pay t r i b u t e t o t h e d e d i c a t i o n o f t h e C o r p o r a t i o n ' s management 


3. £The Government has concluded t h a t BNOC can best serve t h e n a t i o n ' s 

i n t e r e s t s i n a much more l i m i t e d r o l e t h a n a t p r e s e n t , and t h a t 

t h e p a t t e r n o f ownership o f the C o r p o r a t i o n ' s a s s e t s , a t p r e s e n t 

e x c l u s i v e l y i n s t a t e hands, should be changed. 

4. The House w i l l be aware t h a t t h e BNOC i s engaged i n two main 

a c t i v i t i e s . I t i s an o i l t r a d e r ̂ n a l a r g e s c a l e ^ m a i n l y by v i r t u e 

o f i t s r i g h t t h r o u g h p a r t i c i p a t i o n agreements w i t h o t h e r o i l companies 

t o purchase 5 1 % o f most o f t h e o i l produced on t h e UK C o n t i n e n t a l 

S h o l f . And i t i s i t s e l f a s u b s t a n t i a l e n t e r p r i s e i n t h e N o r t h Sea, 

engaged i n e x p l o r a t i o n , development and p r o d u c t i o n . 

5. As f a r as t h e t r a d i n g a c t i v i t y i s concerned, t h e Government has 

decided t h a t t h e C o r p o r a t i o n ' s access t o o i l t h r o u g h t h e p a r t i c i p a t i o n 

o p t i o n s jef!'! o t i l l p l s y a uncful p«irt i n guur-antooing the UK'o 

ooourity pf o i l supply, wad}should be r e t a i n e d . A l t h o u g h i n 

c o n d i t i o n s o f major supply s h o r t f a l l I can t a k e powers under the 

Energy Act 1976 t o c o n t r o l and d i r e c t o i l movements, i n c o n d i t i o n s 

o f l i m i t e d s h o r t a g e , such as we are now e x p e r i e n c i n g , BNOC' s 

d i r e c t access t o ' p a r t i c i p a t i o n ' o i l , t o g e t h e r w i t h r o y a l t y o i l , 

s t r e n g t h e n s our p o s i t i o n . Of course, s e c u r i t y o f supply a l s o depends 




°n economic p r i c i n g , and t h a t i s why we have removed t h e p r i c e 


C o n t r o l s which we i n h e r i t e d . ^ ^ u t i n a changing and p r e c a r i o u s 


w o r l d o i l s i t n o t i o n I b e l i e v e t h a t i t i s r i g h t f o r a Government body 


t o be i n v o l v e d i n t h e t r a d i n g o f o i l . J * ^ * * ^ >«-f4 ~- ^ ^ 7 ^ 

1
6. As t o BNOC  s o f f s h o r e a s s e t s and i n t e r e s t s , t h e Government b e l i e v e s ^ 

t h a t these should be more w i d e l y owned. "\ I--iftfcend Lu givu—frhu IIoua» 
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V i 1 n ) t i s o b j e c t i v e 0̂»uJ(flB»(t-he achieved t h r o u g h t h e 

I 

' d i s p o s a l o f ass e t s from S t a t e hands o r by t h e i n t r o d u c t i o n o f p r i v a t e 


^ c a p i t a l i n t o t h e o p e r a t i o n . J*&W**ftj^*^^^&g^^* 


7. Furthermore, t h e Government has decided on a number o f steps i n 


the area o f BNOC's e x p l o r a t i o n , development and p r o d u c t i o n a c t i v i t i e s . 


The C o r p o r a t i o n has too many l i c e n c e o b l i g a t i o n s and commitments, 


al o n g w i t h a number o f p r i v i l e g e s v i s - a - v i s o t h e r o i l companies. These 


f e a t u r e s are themselves a source o f t h e i n s t a b i l i t y and l a c k o f confidenc* 


t h a t have come t o c h a r a c t e r i s e t h e o f f s h o r e o i l e x p l o r a t i o n scene 

which i t i s e s s e n t i a l f o r us t o change. The Government has d e c i d e d , 

1
t h e r e f o r e , t h a t BNOC  s p ^ n f a r r n i i p o s i t i o n i n f u t u r e l i c e n s i n g Rounds 


should be ended, and t h a t i t s p r e s e n t over-extended e x p l o r a t i o n 


commitments should be reduced. The Government a l s o i n t e n d s t o end 


BNOC's s p e c i a l access t o Government f i n a n c e though t h e N a t i o n a l O i l 


Account. These changes f o l l o w t h e C h a n c e l l o r ' s announcement t h a t BNOC 


w i l l be l i a b l e t o PRT i n common w i t h o t h e r o i l companies, and my 


announcement ending t h e p r e v i o u s p o l i c y o f g i v i n g BNOC a f i r s t r e f u s a l 


whenever an i n t e r e s t was assigned between companies. I have a l s o 


decided t h a t t h e C o r p o r a t i o n ' s s t a t u t o r y r o l e as a d v i s e r t o t h e 


Government should be removed, and t h a t t h e C o r p o r a t i o n should no l o n g e r 

1
i i  •• committee o p e r a t i n g t h e N o r t h 



Sea f i e l d s . I s h a l l be s t r e n g t h e n i n g my Department's resources 


as t o ensure t h a t t h e Government, i n t h e e x e r c i s e o f i t s 


r e g u l a t o r y r o l e , i s f u l l y a b l e t o p r o t e c t v i t a l n a t i o n a l i n t e r e s t s . 


8. Some of t h e changes I have o u t l i n e d w i l l r e q u i r e l e g i s l a t i o n , 


which w i l l be i n t r o d u c e d l a t e r i n t h e s e s s i o n . 


9. The moves announced today w i l l i n themselves encourage companies 


t o e x p l o r e more w i d e l y and t o i n v e s t more c o n f i d e n t l y i n development. 


We must encourage more investment b o t h i n d r i l l i n g on a l r e a d y l i c e n s e d 


t e r r i t o r y and i n deeper w a t e r s on t h e UKCS. Our d e c i s i o n t o examine 


w i t h t h e i n d u s t r y t h e problems o f t h e s o - c a l l e d m a r g i n a l f i e l d s should 


a l s o be o f p o s i t i v e h e l p . 


10. I n a d d i t i o n I am today 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 awards o f 


l i c e n c e s under t h e S i x t h Round (and t h e announcement o f f u r t h e r awards 


w i l l f o l l o v ; s h o r t l y ) . I am a l s o w e l l advanced w i t h • plans f o r a 
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11. I b e l i e v e t h a t a l l t h i s w i l l make a major c o n t r i b u t i o n t o 


r e s t o r i n g a h i g h l e v e l o f e x p l o r a t i o n a c t i v i t y on t h e UKCS a f t e r t h e 


r e c e n t v e r y s e r i o u s slow-down. 





