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BP SHARE SALE A

You will wish to know that plans are well in hand for the sale

of BP shares. I have decided that the sale will be by means of

a fixed price offer, as in 1977, and arrangements will be made to
provide preferences to small applicants and to UK employees linked

R
to BP's employee shareholding scheme,.

The Bank of England advice is that subject to decisions on exchange
control and market circumstances, impact day for the sale (ie the
announcement of the price) should be on Wednesday 31 October with
application lists closing on 9 November. E"EigﬁldhEZ_EI;d to know
that you see no difficulty with 31 October. The Chancellor will,

of course want to consult you on the afternoon/evening of 30 October

— .
about the sale price.

The Bank also advise that it will help the marketing if we announce
the size of the sale some 2-3 weeks before impact day to give

the markets time to digest this news. I agree. The drafting of
the announcement willhzzgd some care since although the size of

the sale has been rumoured in the press, the markets may still be
expecting a rather larger sale and we need to avoid their jumping
to the wrong conclusion that the £1bn announced in the Budget is in
jeopardy. I will 52sure that your office is given advance warning

of the announcement.

Could I also say that the Bank suggested to me that it would
look rather odd to sell exactly 5 per cent of BP shares since this
would amount to 77,303,617 shares. While they recognised that the

T ————
1977 sale was for an odd amount, it would be more in keeping with




City practice if the sale was for a rounded amount of shares. I
therefore agree that 80m shares should be sold. This represents
5.17 per cent of BP and would reduce the Government's holding to

25.70 per cent, makinghS.&ﬂfltogether including the Bank's holding.

I also ought to record thetBP's two employee shareholding schemes

will in due course reduce the Government's percentage share of the

Company. The maximué_E;Iafion from BP's SAYE linked scheme, which
isugimed at lower paid staff, amounts to 0.17 per cent under the
present terms of the scheme. The maximum dilution under their
other scheme, the lump sum scheme,which is aimed at more highly
paid staff, would be 0.81 per cent, if the trustees of that scheme
decided to find the necessary shares from new shares issued by the
Company rather than by purchases in the market, which of course do
not dilute the Government's holding. (For technical reasons shares
for the SAYE linkdscheme need to be issued by the Company.) I have
asked that Sir David Steel should consult the Treasury before the
Company agrees to issue new shares to the trustees of the lump sum
scheme so that we could make our views known to the BP Board (who
would have the final decision) about the ensuing dilution. He

agreed to do this.

I am sending a copy of this minute to Sir John Hunt.

Sor

NIGEL LAWSON
3 October 1979
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From the Private Secretary 4 October 1979

BP Share Sale

The Prime Minister has considered the Financial
Secretary's minute of 3 October and has agreed the
proposals contained therein for the sale of BP shares.

The Financial Secretary's note indicates that we
will be given an opportunity to see the announcement
of the sale in draft. No doubt you will ensure that
the Secretary of State for Energy is consulted on the
drafting in view of its implications for the amount
of BNOC o0il which will need to be sold forward this
financial year.

I am sending a copy of this letter to Martin Vile
(Cabinet Office).

T P1ra NyroTren

Miss P C Diggle
HM Treasury
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