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"See also annex relating to these industries
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Industry : NATIONAL COAL BOARD

£m cash

1681-82 1082-83 1983-84

Viite Paper
Revalued

Industry's bid in Investment
and Financing Review

Edecision 31 July
latest Departmental proposal

Proposed provision®

Change from White Paper
Bevalued +231

'For 1981-82 incorporates the changes agreed in the Spring.

Sommen ta ryt-

The NCB has been told in confidence that its EFL in 1982-83 will be £1026m - the
ligure approved by E Committee in July. Decisions on the later years are to be taken

it the context of the review of its medium-term plans.
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Industry: ELECTRICITY SUPPLY (ENGLAND AND WALES)

£m cash
1981-82 1982-83 1983-84
yhite paper revalued =210 - 4og -651

Industry's bid in Investment and
Financing Review -219

f decision %71 July -653
latest Departmental proposal =219

Proposed provision® -419

(hange from White Paper
revalued + 80 +312

'‘for 1981-82 incorporates changes already agreed for the discount scheme for
industrial consumers announced in the Budget.

Lomm en r,.arI =

In the light of a fall in forecast demand, the Electricity Council increased its bid

for 1982-8% in August by £320m. The Secretary of State has persuaded the Council to

hold to their original figure by lowering their provisions for investment (£50m), for
lncreases in pay and fuel costs (£140m), and by making other savings on revenue account.
I believe a further reduction of £200m is necessary if the increase in aggregate
lationalised industry external finance is to be kept within reasonable bounds. This

nght be achieved by a further reduction of, say, £50m in current costs (including pay

vbere the industry is assuming an 8% increase in earnings in this pay round) and &

ttduction of some £150m in capital requirements to be split between lower working capital

d further reductions in the industry's £1.4 billion investment programme.
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Industry : BGC

£m cash

1981-82 1982-83 198384 198485

White Paper revalued =390 =860 -1261 =-13%24

[ndustry's bid in
Investment and Finanecing
Review +192

External Finance implied
by E decigion on 31 July

latest Departmental proposal

Proposed provision

Change from White Paper
revalued

(of which net effect
of gas levy)

been :
* BGC has nngiset a post levy EFL for 1981=82; all later years figures pnst-1EUﬁ

** £7%m addition for Budget gas price measures.

Commentary

The Secretary of State for Energy has mecured BGC's agreement to the proposed

1982-83 EFL.
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Industry : BNOC

£n cash

1981-82 1982-83 1983-84 1984 -85
White Paper revalued =3(0 =261 =345 ~363

Industry's bid in

Investment and Financing

Review =60 +57
ixternal Finance implied

E decision on 31 July =120 =13

latest Departmental proposal -60

Proposed provision =120

Change from White Paper
revalued +141

* £140m increase to allow for Budget North tax changes

Commentary:-

The Secretary of State for Energy suggests that further savings in 1982-83
would publicly constrain BENOC's commercial freedom in the run-up to
privatisation. He also proposes their figures be omitted from the White Faper.
Inclusion in the White Paper need not be decided now. But so long as BNOC are

in the public sector they must be gubject to the appropriate financial disciplines,

including an external financing requirement for 1982-83, The proposed EFR takes

account of capital slippage, the prospect for revenues, and reduction or

elimination of unnecessary acqusitions of new licensed areas.
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Industry : BRITISH STEEL CORPORATION

£m cash
1981-82 1982-83% 1983-84 1984-85

White Paper revalued 730 394+ 266+ 279+
Industry's bid in

Investment and Financing

Review 350+ 350+ 350+
External finance implied

by E decision, 31 July 269 217 203

Latest Departmental =

proposal 350 [Departmental
proposals will
follow
presentation of
Corporate Flan
in November,/

Froposed provision =

Change from White Paper
revalued

+ Stylised assumptions

CnmmEntagxz-

The Chairman has yet to present his medium term plan. The Secretary
of State for Industry has already told him that for 1982-83 he can
expect an EFL no higher than £350m. This may be a difficult target
for BSC to work to but given the situation we face it is the
absolute maximum that I could recommend, The Secretary of State

has not put forward any proposals for the later years, but I would
hope that when put forward they will be closely in line with the
figures suggested by the Chairman and reported by the Secretary of
State in his letter of 6 October to me (that is £200m in 1983-84 and
£10m in 1984-85).

CONFIDENTIAL




CONFIDENTIAL

NATIONALISED INDUSTRIES EXTERNAL FINANCE
Industry: BRITISH TELECOM

Em cash

1981-82 1982-83 1983-84
White Paper revalued 180 32 =34

Industry's bid in
Investment and Financing
Review 543

External finance implied
by E decision, 31 July : 222

Latest Departmental
proposal NA

Proposed provision* 38 5

Change from White
Paper revalued

* For 1981-82 incorporates EFL increase of £200m already agreed.

Commentary:-

The Secretary of State's proposal jdentifies £81m of agreed savings
in 1982-83. Given the difficulties we face, I cannot accept this
as an adequate contribution from BT. I therefore proposed that he
should identify a furtherf£35m of savings, leaving BT with an EFL

of £34Cm for 1982-83.
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Industry : FOST OFFICE

£m cash
1981-82 1982-83 1983-84
White Faper revalued 10.5 =15 -15

Industry's bid in
Investment and Financing
Review 272 =T7.9

External finance implied
by E decision, 31 July

Latest Departmental proposal -
Proposed provision 10.5

Change from WhitePaper
revalued

Commentary:-

The Secretary of State, following discussions with the Chairman
of the Post Office, has reported agreed identified savings of
£27.2m, reducing the EFL sought for 1982-8% to £0m. While
recognising the difficulties of securing further reductions, 1
must ask him to obtain a further £50m towards our overall target.
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Industry: NATIONAL GIRCBANK £m cash
1981-82 1982-83 198384 1984-85

yhite Paper
:r‘-'.'.":l'.l';‘d 5_[} ?:,‘h ,:‘:]'5 O.5
Industry's bid
in Investment
nd Finanecing
Review - L,k =0.3 -1.3
ixternal finance implied
by E decision, 31 July** - O i -7e = e
latest Departmental
sroposal - 8] n/a n/a
Proposed provision® e 8 n/a n/a
Chanpe from White
Paper revalued +7.2 =34 - -

+ For 1081-82 incorporates apgreed increase to compensate for effects of bank levy.

** pmcumes application of competitive industry formula.

Commentary :=

is the result of discussions between the Chairman of National Gircobank and the

Department of Industry, Girobank is able to offer a zero EFL in 1982-83%, Girobank

‘ have therefore produced savings of £1.4m over the above the savings which they were
required to make in the proposals which I put to E Committee on 31 July. These

savings have been achieved by a reduction in pay assumptions.
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INDUSTRY: BRITISH SHIPBUILDERS
£mn cash
1981-82 1982-8% 1983-84 1984-85

White Paper
revalued 150 91 56 59

Industry's bid in
Investment and
Financing Review

External Financing figure
implied by E decision,
31 July

Latest Departmental
proposal

Proposed provision

Change from White
Paper revalued

Commentary:-

For 1982-83 I propose to accept the industry's response to the

reduction agreed in E, but subject to final decisions in the light
of our consideration of BS's Corporate Plan later this month. The
figure in the White Paper was a notional one not agreed with BS.
The change from White Paper revalued may therefore be misleading.
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Industry: British Airways Board

im cash
1981-82 1982-8% 1983-B4
White paper revalued 101 15%
Industry's bid in Investment
and Financing Review
External finance implied by
E decision, %1 July

latest Departmental proposal

Proposed provision

Change from White Paper

revalued

Conmentary :-

Te latest Departmental proposal for 1982-83 is only £4m above the

figure arising from the E Committee decisions in July. However,

these figures are uncertain as the Board are still working on the

full financial implications of the major changes recently announced.
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Industry: PBritish Airports Authority

£n_cash
1981-82 1982-8%  1983-84

White paper
Revalued

Industry's bid in Investment

and Financing Review

External Finance implied by

E decision, %1 dJuly
latest Departmental proposal

Froposed provision

(hange from White Paper revalued

Comment ary:-

Mthough the Authority were seeking a revised provision of £72 million
in 1982-83, the Department of Trade have now agreed (subject to
Mssible virement between BAB and BAA) the £48 million consistent with

t Committee's July decision.
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Industry: BRITISH RAIL

£m cash
1981=82 1982-8% 1983%-84 1984-85

White Paper
revalued g20* 833 B78 922

Industry's bid in
Investment and
Financing Review

External finance agreed by
E decision of 31 July

Latest Departmental
proposal

Proposed provision

Change from White
Faper revalued +92 +172 +178

# includes £53m solely for costs arising from closure of
parcels business.

Cﬂmmentagg:—

The Board should be asked to find further savings of £50 million in
1982-8%, for example by increasing planned disposals, further cuts

in administrative expenses, reductions in stocks and other working

capital, deferring new investment in the commercial businesses and
if necessary from larger and earlier service reductions than
currently planned.
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Industry: BRITISH TRANSPORT DOCKS BOARD o :
A N S S g S cash
1981-82 1982-83% 1983-84 1984-85

White Paper
revalued =5

Industry's bid in
Investment and
Financing Review

External Finance agreed
by E decision of 31 July

Latest Departmental
proposal

Proposed provision

Change from White
Paper revalued

Commentary:-

My proposed provision for 1982-83 matches the Departmental proposal.
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Industry: NATIONAL FREIGHT COMPANY LTD

£fm ecash

1981-82 1982-83 1983-84 1984-85

White Paper
revalued 7.0 -1.8 =2.5 -2.6

Industry's bid in

Investment and
Financing Review

External finance agreed
by E decision of 31 July

Latest Departmental
proposal

Proposed provision

Change from White
Paper revalued

Cummentazg:n

My proposed provision for 1982-83 matches the Departmental proposal.

CONFIDENTIAL




CONFIDENTIAL

ANNEX B

NATIONALISED INDUSTRIES EXTERNAL FINANCE
Industry: NATIONAL BUS COMPANY

Zm cash
L A e

1981-82 1982-83 1983-84 1984-85

White Paper

revalued 75.0 Tra3 84.5 88.7
Industry's bid in

Investment and

Financing Review . g8.6 86.7

External finance agreed ;
by E decision of 31 July 68.6 64,7

Latest Departmental
proposal : B86.1

Froposed provision -

Change from White
Paper revalued

Cummentagg:-

My proposed provision for 1982-83 matches the Departmental proposal.
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NATIONALISED INDUSTRIES EXTERNAL FINANCE

Industry: BRITISH WATERWAYS BOARD fm cash
1981-82 1982-83 1983-84 1984-85

'hite Paper
revalued 1.7 32.9 34,8 36.6

'T“UETT?'S bid in
Investment and

Financing Review - L0 .6 43,6 45.8
xternal finance agreed

by E decision by 31 July T 37.6 39.6 42.8
Latest Departmental

proposal - 3543 38,7 40.6
froposed provision 31.7 35.5 y N

hange from White
FPaper revalued - +2.6 +3.9 +4,0

he provision proposed by the Department implies a level of grant
higher than currently provided for in PES Programme 8. My
roposal matches the Department's proposal for 1982-83 but is
subject to full offsetting savings being found on Programme 8 in

respect of the higher level of grant.
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Industry: ELECTRICITY SUPPLY (SCOTLAND)

£m cash
1981-82 1682-83 1983 -84

Wiite paper revalued 109 PITe

Industry's bid in Investment
and Financing Review

£ decision 31 July
latest Departmental proposal

Froposed provision

hange from White Paper revalued

Gommentar

the

982-83% are provisional and do not take account of

The proposals in the table for 1
the industries following E Committee's discussions in Sep

s approved by E in July but it

latest discussions with tember.
laken together the Boards have accepted the reductior

i5 important that their EFls chould be no less demanding than that set for the industry

in England and Wales. On these grounds we should look for a further reduction of £20m

to reflect lower assumptions on rises in fuel costs and pay and some cutback in

lnvestment.
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Industry: SCOTTISH TRANSPORT GROUP

£m cash

1981-82 1982-83 1983=84 1984=85

Wnite Paper

revalued 16.1 111 16.9 17.7
Industry's bid in

Investment and

Financing Review 6.0 3. 30.4

External finance agreed
by E decision of 31 July . i 1, 5.1

Latest Departmental
proposal

Proposed provision

Change from White
Paper revalued

Eammenta;x:—

'y proposed provision for 1982-83 matches the Departmental proposal,
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