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mis paper examines the feasibility and implications of disposing all
of BYOC's assets to BP. Consideration is divided between the major
plicy implications, the legal problems and the practical implications.

Policy Implications

2, As my paper on State involvement in the 0il Industry (ref.
B(DL)(79)6) makes clear I attach the greatest importance to direct
Government access to, and control over, the disposal of UKCS oil as
Bmeans of ensuring our security of supply. I foresee this being
thieved mainly through the exercise of participation options, although
also through the taking of royalty in kind. And I see it as essential
at whatever agency disposes of this oil must be directly responsive
% Governmen wishes.

3, 1t of BP taking OVer
+ would be

y be severely

ke If this 0il were vested with BP as a resu :
ostOf moc's assets, then the Government's control over 1
1imit:nce Severument intervenkiSEEEE af?airs.caze::ien the Gov-
Ny Any change in the established relationship B s
% and Bp designed to allow the G°”emment.t° e ]:11:1: probably
oLy 1, of disposal policy with regard e 0?1 :e gector share-
® chieved by the Government acquiring the prive

Olding change in
5 e, such &
the - 7 BP; but even if this proved avomabli;xing Bp's entire

Telg+s
Mangy - LOMShip would have the effect of WMSTER 5 1., gininish
f 8% a worldwide independent 0il companys F shares.
8tiveness of any offer to the public of BP
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ibility therefore is to consiger the
s

e 5

1y realistic pos ; ] _ ; .

4. The onszream estate. Immediate sale, implying immediate bl‘eakle
' . . . ~

of BNOC'sS up ; Late ail trading organisation in Government : up

of BNOC, leaving & © angs,

would: by
BNOC'S equity 0il from the Government's influence
remove £

a) i+ might be possible to secure option rights

forthwith;
for the st
of the oil,
of the package to BP.

ate o0il trading organisation over at least 51«
but this would undoubtedly reduce the attractem

create immediate and considerable upheaval and uncertainty

b) :
in the North Sea which a le

ss precipitate approach would

avoid.

go against the long term aim, described in the main paper, of
(BP is
BNOC's upstream interests

c) : :
bringing private capital into State industries.

seen as a multi-national major.
would become a relatively small part of BP's overall interests,
and would not provide the potential UK investor with the direct
and undiluted involvement in a UK operation which would be
provided by the formation of a BNOC upstream subsidiary or
associate ).

create a gap - at a critical moment - in the Government's
links with North Sea operations.

d)

give BP a vastly preponderant role in the North Sea.

be a bad bargain for the tax payer since BP would Dbe the
sole buyer.

f)

Legal Problems

5. Even if the policy difficulties outlined above can b
there are a number of legal difficulties:

i)

e overcome

BOC's participation interests cannot be assigned o Ee
consent of the other party to each agreement, and e :hef
of the agreements specifically restrict assignment ©° o
State Corporation (or a wholly owned subsidiary of J0f8 ing
Indeed having been made for the express purpose of 4o
the public sector interest, the compan-ies could Scarceli’utory
be expected to agree to "participation" by BP. TR ?té
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Agreements Act 1978 would moTeover nee

d t
s such result could be secureq, 0 be amendeg A

ilicencees in general have righgsies
pssignments of licence interests,
gp of all BNOC's licence interes

as to get round this difficulty,

) Tirst refuse of

Th
9 € means of disposa) to
Would havye to be sg devi

ed

the risk of :
st a Monopolies Commisas
jii) ommission refepe
nce or
es legislation,
SEC Treaty, and of anti-trust action in the pg 86 of the
Legislation would be needed, as it would be for

disposal of BNOC's UKCS interests,

other action under restrictive trade e
action by the EEC Commission under articles

iv)

any substantiag]

mactical Implications

i~ There are & number of practical implications that would nee:l to
te considered:

i) BP should be able to finance the acquisition of BNOC's assets,

either overseas or in the UK. But the likely sums involved

could strain BP's financing facilities and might lead to

diversion of planned investment elsewhere.

i) pp might be reluctant to take on all of BNOC's interest in

5th and 6th round licences, since these cover nearly all the

t.erritory covered by the two rounds, and would involve BP in

dl.sproportionately high exploration expenditure. Indeed the

Jrvate sector holders of 5th and 6th round licences would not

i;:l:ekii:ldly on BP acquiring all BNOC's interes'ts in t::s:rz:nds,

Which 1 Would amount to a fundamental cha.n'ge in the basi

these ]i“;zﬁ‘n(:es had been applied for. Somemsengag::::i::::

to diSpo erests would probably be necessary as a p.

) gp, R .

ind: Status as an international commercia.l‘organisatlon, o
PeNdent of the pritish Government - which has been reg

A5ges . Sl

cou:;l mportant feature particularly for its US operarl::.onsemment
v

W b calleq into question if it seemed tHET the UK GO

iy . take in the UKCS

eff :
‘o pp Ctively transferring the Government

g o for participation, including PSPA and
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pp might well be able to take advantage of the unutiliseg

iv)

Corporation Tax allowances in BNOC to offset its own
Corporation max 1iability. While this might encourage Bp
to offer rather more for the interests, it would probab)
to the net disadvantage of HMG. Y be

Assessment

ongly suggest that we should rul
€ out

e The foregoing points str
to oil, unless we are willing o
relips

r to BP of BNOC rights

transfe
of supply that control over Thast  oiil
ens
ures, The

quish the security
disadvantages and
o BP are also nume
emplation, then BP is clearly a front rumm
d -

r the bulk of the 5th and 6th round interess
i ests,

gifficulties of transferring BNOC's -
S entire u
pStI‘eam

interests t rous and in my view .
N overwhelming, But

if disposals are in cont

although probably not fo
And there is no particular advantage in confining the field for q
S r disposs)

of these interests to BP, especially in view of the strong negotiati
position this would put BP in. Moreover BP's interest »1’t};e ’u 1*:'51!18
= ; e pstrean
s would be reduced if we retained a right for the State oil

g il

operation
ire at market prices at least 51% of oil

trading operation to acqu
arising from the upstream stakes disposed of as I believe we should

in the interests of security of supply.

Conclusions

8 3 :
(a). Outright disposal of all BNOC's assets to BP is not
desirable or practicable. :

s upstreat

b The extent to which outri ht disposals O B oC
eSOlu

int

by :::Z:s should be sought is a question that should be T

dealt ::ce to the future role envisaged for ENOC - which 18
with in my paper (ref E(DL)(79)6).

i), If, i )
» in the light of colleagues' consideration of thet per®

it is co

upstreamn::ded that purchasers for all or part of BNOC'S

purchaser b:s should be sought, then BP is & potentisl
Z there is no advantage in looking exclusi"ely

to BP angd i
ndeed th . o
B B e toco 1 teri

Secre:
i ?etary of State for Energy D.A.R.H.
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