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DISPOSAL OF ASSEDS
Memorandum by the Financial Secretary, Treasury

The Chancellor amnnounced in the Budget Statement that the proceeds of

sales of state-owned assets in the current financial year would amount
to some £1bn and that the biggest contribution to this total would

come from the sale of a further part of the Government's stockholding
in BP. The Prime Minister has re-affirmed the decision to raise some
glbn for asset sales, but is concerned about the tining and extent of
‘the proposed sale of BP stock. She has also asked that a further

effort should be made tc find alternative assets for disposal so that

the amount of BP stock to be sold can be kept to a minimum.

2. Sources for Disposals

It is firmly agreed that £100m of the £1bn total will come from the
disposal of certain NEB holdings. (Details of this and other
Possibilities are in annex A.) Disposals of land and other fixed
8ssets worth £30m from public sector bodies for which the Secretary
of State for the Enviromnment is responsible are also firm. I under-
Stand that pe is now considering further possibilities, including

| Mrther disposals of mew town assets. We hope to raise a furthex

- £20-p5 by sale of the Treasury's shares in the Suez Finance

) he
Sompany this year, though the timing cannot be guarsnteed tT which
e ] s
Britisn Steel Corporation has been asked to dispose ol ;
B ¢ onsideratlon

wily realj ctive ¢
ise a 515m. -her sales under &
RE O r Corporetion and 8n

are A
the Government shares in the British Suga However,

0 . i .
Ifice block owneg by the Covent Garden Market Authority
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ke & substantial addition to this total it would be Nece G

to bring into 1979-80 sales which are being considered or o )
for 1980-81. Most of these disposals would count Statisticaljy ¥
financing the PSBR rather than as a way of reducing it unlessg t'mf
Government gave up. control as publicly and firmly as it has ij ‘[;C It .
case of BP. Cable and Wireless 1 ! I~ as.; well as b}.r Fhe et

jegislation. The Minister of Transport

generous dividend policy were announced, ;
jse a further £100m or SO. The legislation to make thig pis own reservations about this course.

xed onto the Industry Bill. Legislation woulg

3. To ma

to ste

A a
¢ of its hotels. This would be Strcm, nd to sell Sealink and/or

gly resisteg by the Railwa S
d might well need new prier
h;s written to me expressingy
in securing very :u::i evem':, i .

s probably the limit of what might be obtained i:‘::lptS; o
there is the possibility o

s one. such possibility. TIf g
a sale of half the Share
might ra .
poivible night be tac e considerable problems

also be necessary to conv
panies (though not to sell shares in a subsidiam)
el /|

ert British Airways or British Aerospace t
3 Finally

of di
disposal of some part of the Forestry

commission estate. Once again, h
» however, legislation
would be required

Companies Act com
and to permit the sale of substantial minority holdings in their

Selling 49 per cent might ‘raise some £150m from British
g P

shares.
100m from British Aerospace (BAe). In the case of i

S 3 £
Airways, some <

an alternative course,
would be to sell their profitable Dynamics

5. In theory if all the possibilities in paragraphs 3 and &

implemented they might raise some hundreds of millions oz wis

Fhough tt'xis might not be in a form that would reduce the P:;;ndsl’a 15

;:ozr::l:::e;here se'eems little chance of any substantial rece;pts‘1

e zzc:z in 19'79—.80 and I see no justification, subject

e .e responsible Secretaries of State, for counting
y of them this year.

also requiring legislation, and likely to fa
opposition from BAe,

GEC are known to be interested. Department of Industry

Group:
s wiil be important, but ther

on the relative merit of these course
to compress the tinetd

would clearly be serious risks in attempting
es in this

for legislation and consultations in order to permit sal

financial year. Legislation covering BAe might also cover the selé by :
either in whole or part, of subsidiaries of British Shipbuilders: erefore conclude that after taking account of the disposals

The Department of Industry is not yet ready to make proposals i ;:o:a::?aph 2 above, some £820m of the £1bn total needs to come
this area but in the present context one relevant factor is that StOCkhole? °f.BNOC/BGC's 0il field assets and the Government's
disposal of the major saleable assets (the warship builders) ding in BP.

involve the loss to British Shipbuilders of substantial progre® | 7 Byoc
payments. (This follows because currently the funding fequire'«"pﬁ!‘;, ———2and BGC
of BS as a whole are reduced because they are able tO drav o (,0\:} 14
progress payments for naval ships and retained profits of Mg o S BNOC and BGC assets in the current financial yearT.

T ; o bé ttOrn .
yards. This is worth £134m of which about £100m would have ! ®Y General has advised that subject to statutory consultations

bety

repai : : < een :

paid to the warship companies if they were sold.) ket 1972the Secretary of State and BGC under Section 7(2) of the Gas
egal powers under

that Act‘ the Secretary of State could use his i
Ssets 5 to compel BGC to sell its Wytch Farm 0il field or other
°ughly equivalent in value (some g100m). Despite the zigk

3. )
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a row with the BGC
Farm.
14 and that BG
ripheral relevance to the Corporatiop:gq
a good case to deploy in public fop -
rm, we could either sell e

of
for selling Wytch
an onshore o0il fie
Tt 4218 therefore of pe
jvities and we would have
If we can get £100m for Wytch Fa

res or fewer BNOC assets.

We could ma
C's gas supplies come from the y
Orth

Sea.
act
sale.
fewer BP sha

state for Energy's paper On future policy towayg
200m from sales of BNOC assets. (Lord Keanoz
BNOC's interest in the Viking gas field ang
d could be disposed of raising perhaps
General has said that the Secretary of State
e directions to BNOC to direct them

8. The Secretary of
BNOC discusses raising £
has already advised that
in the statfjord oil fiel
£120-130m.) The Attorney

could not safely or validly issu
Legislation would therefore be required and this

in the proposed bill amending to the Petrolem
1975 or in the forthcoming Industry Bill

to sell assets.
might be included either

and Submarine Pipelines Act
The sale of at least £200m of BNOC/BGC assets would still leave say

_ some £620m to be found in order to reach the £1bn total announced by

the Chancellor in the Budget.

9. BB
The most certain way of raising this sum this financial year is by
selling part of our holding in BP stock so as to reduce the Governmen/
Bank of England holding to say 35 per cent. (This would imply a sale
:; ﬁep:ej:zso;izm?azy’ e than the 17 per cent solf
the BP stock price a:lihrat%on.) p am?unt raised would depend o
e time and the discount at which the stock
:a;a;fZ:r::;utht on the bas?s of the average market price since
£650-680m, de enz%'70, th? disposal would raise in the order of
B issuea“izh lmg OI.J discount and excluding the other costs of
e s a:t time, on sale proceeds of £570m, amountedt?w
alters the ProceZd uty. (Every 10p rise or fall in the stock Pr*
s by some £6m.)

10. ; O :

in 31:: ::oz‘;l;:.mp?asible B esacadt -with confidence TBe mo"i:ent
 few years. 0il ::1: in the coming months, let alone over the 1°

res are motoriously volatile and BP 1S no
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£1.40;

yeaI‘ pas been
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gtock Price could be dffected adversely be ;
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as.been £1.00.) The
olitical events such ag
he Nigerian Government
hroughout the world to

I accept that there would

theintensification of the recent move
s
agwﬁSt Bp, or fears of Government actj of ¢
on t

jncrease the tax take from oil companieg
bepolitical embarrassment if the stock ..
s sfter - or during - the sale. ButP:;ce rose significantly in
tne stock fell (because of the effect on s e Sa?e would be true if
capnot rule out the possibility of a Signizill investors). we
regard the possibility of embarrassment as ant movement, and to
agounts to ruling out the option of any BP Zai:nziusize argument
all.

can do is to take the best advice available at the t The best we
e time.

current stock i 1
price, which takes account of the Budget ks
announcement

abo i
ﬂmu:utzieffr::zi:Z?g sale, reflects the market's own judgement of
B on ig% the effect of the OPEC price increase - and
I assessmenty the Government should be in a better position
B e than the market. Certainly, we must try to
and it is worth no:? for the sale in order to maximise proceeds -
0il shares, for reaizisthiF recently BP has been stronger than other
the business of "playingwt;Ch may ot pereisb TG i Mk

e market".

1, 7

. ::T:h::zsaiio be éome‘concern about the sale of a substantial

i -i major international oil company at a time of

ol theo; marke?. .The fact is that influence over the

i ompany is in practice not proportional to the pize
shareholding. Indeed, the essence of the so-called

'BP soluts
utlo i
n' is that the Government does not use its shareholding

pOWer
tO s —_—

ecu : : : :
re non-commercial policy objectives. In practice, BP,
rises, will always

as one

ave 5 ::rz:e ?Ountry-s foremost industrial enterp '

“tractyg) Eblx,lcentiVe to do all it can, compatible with its

" any case ligations, to maintain 0il supplies to this c?untry.

c°mpany, th even with the sale of 16 per cent of the stock in the
e Gove?nment and the Bank's holding taken together will
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ghip with the Company, based upop

d in the Articles, to appoint two directors to tne
o certain Board resolutions. The 35 per

o block the special resolutiop
(1f, against the legal advice
Burmah and had to return 3

istoric relation

still retain its h;
the right enshrine
Board with a power
cent holding is more

to vet
than sufficient t

he Company's Articles.
a lost the action with

g to the Company,
n be no certainty of

needed to alter t
the Bank of Englan
their 20 per cent holdin

reduced to 15 per cent. ey : of the Gov
: ) . e size ernment' g
plocking 2 special resolution thoug S holdlng

which would be the largest and the dispersion of the stock should
make this possible.) And since ouT control over the Company g et
materially diminished the security of this country's oil supplies

would not be adversely affected.

our stockholding would be

There could the

rticular issues to which I would like to draw the

abroad, the timing of the sale,
r employees and other points including

12. There are 5 pa
Committee's attention - sales
monetary aspects, preference fo

the form of the offer.

13. Sales Abroad

In 1977 the offer was aimed at both the London and New York
Overseas marketing helps meximise sale proceeds and there is therefore
a good case for going further this time and making the shares avail-
able not only in New York and London but in at least one other centre,
probably Frankfurt. BP tell us (and the Bank do not dissent) that ip
their judgement marketing abroad increases the proceeds of the whole
sale (not just the stock marketed abroad) by as much as 3-5 Per cent
(ie roughly £20-30m). The reason for the increased proceeds is that
Fhe larger the market available, the greater is the confidence of

the managers of the issue in setting a high price and the greater

\IL.he willingness of underwriters to accept it. lMoreover, there 18
always the possibility - though never certainty - that the stock

sold abroad can commend a higher price than that marketed 1P Londor:
In 1977 this latter effect produced an extra gain to the Excheque”

of s ; :
of some £6m. (And, of course, even if the stock is marketed only lnm
rs 170

markets.

London )

,bm!;g,t;here is still no practical way of preventing foreigne

i - e stock - and buying in a way which does ot halpyE8
‘ i ximise proceeds.)
]
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yock comprised in the offer could e yipng RETIHCENt of, thie sou e
g in the event 20 & Tawn angd ) i
jmericds  t PeT cent was yj sold in No
Lthdl‘awn ) rth
15 Timing

The Bank of England have advised us that w
generally agreed on the likelihood of the Uls>ert American opinion ig
increasingly unhappy as the Autumn rolig market looking

on.

certainly an argument of some force for 4 They say that this is
n ear =

course, that the equity market in London is i 1y move, provided of
0 reasonably
good

hea{[tf.l at the time. T am now advised by the Ba 5
jecision was made by the end of this week to ok and BP that if a
go forward

snmouncement of the sale could i
take place on 2
5 July.

following week would make announcement on 1 August A decision the
possible.

imouncements on 25 Jul
or-o
¥ n 1 August would require the arrangements

for the sale to be :
put into place at
3 great s o
effectively be required at this meeting peed and a decision would

be irrevocable: (It would not, of course,

s A;Eeislai\:ays possible to abort right up to the
B gust, the next practical opportunity for
e - tEart of ?eptember, though August may not be
el suggest-that e sale is to take place later than

the Chancellor of the Exchequer should agree

tining with it i i
8ssessment he Prime Minister in the light of the most up-to-date
0T of market prospects.

€ effec

f“ Who pu_:cgjsthe.Sale of BP stock on the money supply (£M3) depends

X domestic ree's it and how they finance it. In the case of sales

§a1es b Sldents, for example the long term institutions, the

1 Whi oy casegely displace (ie crowd out) sales of gilts and equities,
the monetary effect would probably be a small proportion

of ¢
- he total value i
9 _of the stock sold. Alternatively, if the sale

it might

bor 8 COMpa &
n . y g
Tow Y, it might issue more shares itself,
purchaser

Ore fr
om the banks, or it might (perticulsrly if the

T
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own its holdings of Certificates of may

the monetary effects would again be
e were financed by running doyy

oil compeny) Tun d
ese cases

hand if the sal
r bank deposits, the beneficial

were an

osit and in all th
On the other

and in particula
reater.

Dep!
small.

liquid assets,
monetary effects would be 8
17. However, some purchases of stock by domestic residents might y,

. s .
y porrowing from and the stock might also be

The

overseas,

financed b, )
i re would then be less risk of displacing

bought by foreigners. : ;
gilt sales or other equity sales (ie crowding out) and, assuming a

floating exchange rate the incipient capital inflow would 229-32239
e an appreciation of the exchange rate which in turn would

rice leve

caus
directly reduce the UK P
In the case of a fixed exchange rate,
from sales overseas would largely aoffset
effect that would ensue if the rate were floating.

1 and hence the demand for money.
the capital inflow resulting
the beneficial monetary

18. Assistance to BP Employees to Buy Stock in the Company

The Sub-Committee asked me at their last meeting to explore with the

Company and the Bank of England the suggestion that a trust fund

should be set up to assist BP employees to buy stock in the Company.

BP are strongly sympathetic, as I am, to the objectives of this

suggestion - encouraging their employees to become stockholders -
and they have prepared the paper at annex B which shows how they
believe it could best be met. Their proposal has the advantage of
linking the purchase of stock by employees in the forthcoming offer
to the financisl benefits under existing tax legislation. It
therefore gives employees in this country an incentive to apply
stock. (The arrangement would not apply to employees abroad, but
as in 1977 some of them could be given preferential allocations iP
the event of over-subscription to stock.) The Company are not
attracted by the idea of a loan scheme, arguing that this -

for

S

a)ZOF ?o attraction to.an employee unless the rate of interest 18

subsidised and the subsidy would be taxable for certain employeeﬁ.w
14 &

b s :
‘ r? would require restrictions to prevent stagging; 8and ¢) wou A
t;fe to continuing difficulties by reason of the Company' 8 1ien o:
e
stock. I therefore recommend that the Company should be aske

to‘wo X
Tk up theln.proposal 80 that it can be a part of the sale

. (SECRED)
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mall investo
T and to
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Price offer

I have
e 2
by an invitatiop e

thi
11 as idi
papioye®® &° i unnecessary (g

complexity for these groups. (A sale {nNas:
. a
yould almost certainly not allow sufficient

nd perhaps discouraging)
e July/early August

5 ' time :
a tender issue.) The Sub-Committee agreed at theiorlarranglng for

T last meetin

g that

preference should not be given to existing stockholq
ers unless the

conventions of the Stock Exchange required this g
. am advised that

on for preference

vas given in 1977.) The offer would be underwritigz su;h i
. will be

considering with the Bank the case f ;
or givin
underwriters as in 1977. g preference to sub-

there is no Stock Exchange requirement op conv
) b
to be given to stockholders in cases like "y nti
8.

20. Alternative to the BP Sale

I have considered whether alternative assets for disposal can be

i;:dt:oatZ:zizhe reduction in the Government's stake in BP can be

of raising dis 2:'1 P?ragraphs 2-6 make clear that there is no chance

BP sale this zara s in the non-energy field sufficiently to avoid a

sell all its Zss t The only other possibility would be for BNOC to

hinsel £ Susgestez s to BP as the Secretary of State for Energy

G ' to the Chan?ellor of the Exchequer at an earlier

bWTowing requlented out, this would reduce the pub}ic sector

multi-natiomﬂsnemt?nt and could not be seen as "selling out to th?
given the Government's large holding in BP. (This

Otion i :
SUbjlct : considered further in the Secretary of Stete's paper on the

2l
* Con .
~onclusions and Recommendations

T inyy
1te the Sub-COmmittee:
ed

the current financial year anmounced if the Budset:there
lans to obtain £100m from the disposal of NEB holdings and

9.
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r bodies for which the Secret
Bry

rom public gecto
ponsible.

rom disposels £
vironm

i s
state for the En ent is Té

that:

uld be made to obtain £50m this
financial year from the sale of the Treasury's share in
the Suez Finance Company (£20-25m) , disposds of British
gteel Corporation assets (£15m) and from part of the

proceeds of sales of the Government's shares in the
Sugar Corporation and the Covent Garden Market

a) every effort sho

British
Authority's office block.
b) at least £200m should be found from the disposal

of BNOC/BGC assets.

de whether the balance of the £1bn should be found

1ing all BNOC's assets to BP or by disposing
BP so as to reduce the

(iii) To deci
from the proceeds of sel
jcient of the stockholding in

Government's holding to say 325 per cent.

(iv) To decide, in the event of a decision to sell part of the BP

stockholding, the timing of the sale, bearing in mind that a
to go ahead in late July/early August needs to be made at this
meeting; and that any later date should be decided by the
Chancellor of the Exchequer and the Prime Minister.

(v) To agree that if there is to be a major sale of BP stock:

a) a proportion of the stock would be offered for sale
in New York and in at least one other centre abroad ,
probably Frankfurt;

1 S

b) BP should be asked to work up their propos?
Sementsiand

annex B so that it can be part of the gale arran
preference

:) the method of allocating stock should give
o BP employees and small investors (on the 1ines propo®°

paragraph 18). 10
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Ntioﬂﬂl Enter rise Board
atiot=——
adily saleab.
i y able NEB assets are itg

4 The most
Profitable holds

: Brown Boveri K
anti (50%) 5 ent (20% ! E
g (70%). Together th " Fairey (100%) ngs in ICL (25g)
guterprises ese could be expect » &nd United Megjca) ’
ed t

Jion, Other holdings in a variety of ema1 ¢ompanj oot -
anl : : it
- o €8 might yielq £25 millio
n in
. As foreshadowed i o
: s Speech, the intentio

Jation to amend the Industry Act 1975 ip S piaeR; n is to introduce legis
nt Ses .

sion,

isting legal ; 1
of any existing legal obstacle to substantial disposal This will dispoge
5 of NEB

5, The choice of disposal techniques to be emp), holdings.
i i : oyed will
The main options were gi A, va:
g gLven preliminary consideration by the Co
e Committee at i
ts

geeting in June. Furth 2

g er work will proceed in parallel with
the preparati

on of

legislation and detailed proposals will be brought back ¢
© the Committee i
in due

courses No major difficulties are foreseen

If i
the disposals are to be completed

vithin the fi i 6 13
nancial year it is, however, of major importan .

mpo. ce that the legi i
gislative

time-table should not slip.

lompagnie Financidre de Suez (Suez Finance Company)

L The Government

viich is quoted on t::l;:r::ariy A g R eors Mgy TN
forner Suez Canal Comp . - ?Ck g A L s i Bal
it e £20-2;n:'i;;wh1ch HMG had a stake.) At present market prices the
W B e ;o: c‘)r the eq\‘xivalent in foreign currency. The intention
M) Wt i osalo c.hng. Legislation is not necessary but the feasi-
T TR P will depend on soundings now being taken by the Bank

romer (the Government Director on the Suez Finance Company).

fe cannot
therefore
: guaran i
tinancy L tee that the proceeds will be realised within the current

Britign
S
Nmm

* At oy
23 m:::::nlfarl;:t pfi?es the Government's 14.5 million shares are worth about
ould b i fisia e‘M’-“lB’Cer of Agriculture has taken the view that a sale
sty b"‘vleen until progress has been made in the complicated situation which
s being given to disposal

BSC
%Btio and Tate & Lyle. Meanwhile thought i
- A

ng ang
ther,
e seems no practical obstacle to sale in this financial year.

of th
he e € Proceeds of sale may, however, be needed to fund replenishment

tegic &
stockpile of sugar and other items.
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the airline to be t
ry for reated gg
Part of tp
e

. 558
%&ster of Agriculture inten?s to arm’;f’:eio; t::ed:iZS:lGin the Currept n::: the computatic')n of the PSBR. Thig involves 144 Private gectop and elimj
financial year of an office block at Nine B to the i‘unctioninn farden Market compe?y St elieve the Secretary of State of higiﬂaticm to create a gop mlr.lated
Authority, and whose retention is not r,lec?ssary'rh roceeds will i - ety rapid disposal Qs ndac 3 oiatev kg Support of g M. further obet::ues ¥
This is expected to realise some £14 bl P y ueyensbe Needeq 1t yould beé very difficult, albeit not perhapg ; Sithnokda militant work £ s
jture by the Department that would piherwion be auheray {n the current year. Pe imposeible, to achieve the d(.)rce'
1sposal

to offset other expend

: i reservee.
against the contingency sritish Aero ace

- Wrath 10, One option for BAe would be to convert the go

7. BSC is 1ikely to sell its 3% shareholding 1n Tube.Ianutnents and overseag intey | companys and sell a large minority shareholgi Tporation into
ests (mainly Australian) and some land. These should realise about £30 milljiop i, sise around £100 million, ing.
1979/80 but half of the proceeds are needed to offset the delayed payment of Regioy

ed in the Budget.

1 Corporation

British Stee
a Companies Act

S :
though the exact sum elling 49% of the shares might
would largel:
3 d
5 No legislation is needed. gion [HG was prepared to guarantee the future fundin : ,e?end on the extent
Development Grants announ researche A second option would be to sell the .\ SGOf €ivil projects angd
h ics
profxtable. and the total realised might apsiuiee T roup. The Group is
100 million.

There would

le & Wireless
spose of 49% of the Government's share- ve PSBR costs in the longer term, since the Group'
p's profits would n
ot be available

Cable & Wirei°ss
8. Ministers are eXpec
he Company. The estimated Vv

ted to seek to di
alue is probably between £ 60 and i Bhe as a whole, and the Board would 0ppbs y
e this option.

holding in t

£41 820 million depending on whether the recent dividend or earnings is used needed for either option. Legislation would be
i i ithin this financial year is possib

as the basis of valuation. A sale within y possible, but British Shipbuilders

1 itself were 80 d, this q A place has
] .
wou 1 een reserved in the programme for 1eglslation to permit the sal
1d require b sale,

legislation ' not a great provlem “. : ] either in whole or part, of subsidiaries of BS
special subsidiary were floa.xted, legislation would not be required. But there are SilRoaal options, o
a number of other problems which wil
question (which has PSBR implications
retain effective control of the Company,

future. The critical Hong Kong and Bahrein concessions expire in a few
There are also

the Industry Bill will be available. If a
Consideration is still being given

A A
t present the principal saleable assets are the 3 major

1 teke time to resolve. First, there is the i
’ varship builders (Vospers, Yarrow, Vickers) but the financial implicat
mplications of sale,

) of the extent to which the Government should including the effe
e
o ct of loss of progress payments in the cash flow of BS, require

not least in the light of its uncertain further study. An i
Y. indication of the Government's thinking will be desirable when

years, e
statement is made about shipbuilding policy in July.

and will have to be re-negotiated before sale can take place.

Nltional Frei
threats to the very high level of profits from Hong Kong, which are ———=_Treight Corporation

jmportant
e 2,

The Minig
te .
r of Transport envisages early legislation to turn the Corporation

feature of the Company's overall profitability - such as that governnent's PL&%° iato

i : be & comp
to impose a "scheme of control", to tax profits and to require lower rates tothe Wi, theaﬂy under the Companies Act, the shares in which would subsequently be
charged. There is also a question  whether the shares might be floated OF Public. On the basis of the 1978 financial results, it is possible that

sale
Hong Kong stock exchange. Merchant bankers are being engaged to investigate = ? th:f :},le Corporation in its entirety would realise?l:ore than £15 million net.
questions. Pos!iblz l?ar“’ consideration were to realise substantial receipts s quickly as
Brsist Alreayo " “i"ess';;a:::ld probably be necessary to sell the more profitable pieces of the
9. The provisional intention is to dispose of some half of the airline's.eiz " thig Courge ely. The Minister of Transport and the Corporation are both gossd
which might raise about £150 million. In later years there would be addit?? sputé Yitig Rai. .
potential savings of about £150 million.if BA's future bOrro by P

ving aid DO
to thé
PEBR. But genuine and demonstrable disengagement bY

Legislation would be involved in either event.

ble to raise £75 mil-

Prelimi ;

nt wo ‘ imip, ;i
the Governne log ¢ ary assessment suggests that it might be possi
e sale of some of the

Trom the
sale of Sealink, and perhaps £50 million from th
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)

e Board and the rail unions would resist such
saleg

and the Board argue that new legislation would be needed if tpe
: A Y
t themselves of these holdings. It might also be

£ British Rail's surplus land although it geep
s
re tham,say, £10-15 million could be

Th

petter British Rail hotels.

very stronglys
were to be forced to dives
le to speed UP disposals ©

possib
a1 receipts of mo

unlikely that addition
secured in 1979/80.

Forest Commission
14, The 1978 book value ©O
£450 million. It is for consi

consistent with maintenance of the Commissi
be required and any resulting reductions in

f the Commission's planted estate was over

deration whether some divestment might be possib)
e‘

on's regulatory role.

however,

15+ Legislation would,
t be controversiale

planting levels migh
be offsetting costs.

for substantial savings fr

Divestment might well have to be

total
gradual and there would

This suggests that it would not

e practicable to ook om this source in the present

financial yeare

New Town Assets

16. Disposal of land and other assets already agreed will produce £30 mil-

£5 million from water authorities and

lion (£20 million from new towns,

perty Services Agency). The Secretary of State for the

£5 million from the Pro;

Environment is considering further possibilities.
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¢ SALE OF p
P_SToC
K

NOTE_BY THE BR

dL

1. We have been asked to
arranging for 1 consider
BP shares in thgagirto be made :};e POSsibility of np
lent being borrowed thoming sale g?PlOYEes to pﬁr";l
this can be arranged rom the private BP stock, theCmase
a scheme in this form We would, hOWe‘S;ectm:, In thégie,y
might better suit th and suggest a er, counsel agajs
e intentions oania“}ernative whizénst
3 nisters.

2¢ There is no le
gal or :
or a trust set u practical diffij
part or all of tge?y BP, lending to Zuhy about BP,
sale subject to r purchase of Bp ﬁployees to financ
BP would h a reasonable limi shares in the Tre: -
ope that it could fi mit per employee.

suited to BP n
and not b Linance this i
borrowin e require in a way bes
g. However, such a loa: sth;Vehmatched t
e has the

'disadvantag i fo

es

% which may well inhibit tt lOWing
s € respons

e to it.

U Tt 15 of
no attracti
rate of i on to an em
Whilst t}ll?zerest is subsidised g;ogg: gnless o
years. the beboity R IR
. employees earnirlmgym‘goug ESelr Payin fgﬁ gfflos
S r =
of limited value to tﬁen—lhan NGl et e

(i1) Some ioti
k¥ th;ezﬁziz’;lgns would.have to be put on the sal
B heae i} orTa period of time otherwise the :
S s E ::gr«.a"," subeidise stagging. This would
Slue tiee b additional tax liabilities on P
The restrict?r Section 79 of the Finance Act 1972.
i el ions and'the liability would render
me unattractive to employees.

(i11) The
lien gﬁm‘t’ﬁny or the Trust would have to retain a
paid off e shares for so long as the loan was not
will be n With 32,000 employees in the UK there
early fOr“’;]‘bers who will want to sell the shares
of limitatiardShip reasons, either within the period
Price whi hon or when the share price is below the
issue th ch they were bought (after the last
fortatc: e share price was below the offering price
contin o Rt perfod). This will give

nuing difficulties.

Soot/

&ENADET

reasury
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me time been working towards
The C°’“pa§yc2?§nfg§ :ouprofit sharing scheme"‘ under
the intro \; ot 1978 whereby employees acquire shares
the Flnancntial,terms‘ The Company does not believe
on pretflitzrf?ust to give shares to employees who put
Su s djwn themselves. We would prefer, probably
nothing do to set up the scheme, the

1lel trusts, A
tﬁo‘éghogaf:;ich would be that if an employee buys
2 s;are himself he receives (say) one extra share free

inance Act 1978 Trust. The share he receives
Egg::' 222 gigance Act Tru;t would be §ub]ect to all
the limitations or penalties on sale in less than ten
years set out in the Finance Act 197&_3. .The share bought
direct would have to have some restrictions put upon
its sale, but not necessarily for as long a time or under
such stringent conditions as the Finance Act shares.

BP, therefore, proposes. in respect of the current offering
that the objectives of Ministers would be achieved more
efficiently if for every share up to a given maximum
purchased by a UK employee out of his own money and
placed in trust with certain limitations, he

would receive (say) one free share purchased by a
parallel trust with BP money up to the limitation of

£500 value laid down in the Finance Act, 1978. This
would be the precursor of a continuing BP scheme for
employee stock participation.

The precise terms of the offer may, of course, vary
between different groups of employees depending

on, for instance, service and salary as permitted
by the Finance Act, 1978.

Such a scheme would require Revenue agreement which
we understand from discussions with Somerset House
would be forthcoming., It also requires certain

consents from the Stock Exchange which we hcpe will
be forthcoming.

.
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