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Chief Secretary,

I think the Financial Secretary, iir Sennett and
yourself should study the papers at pp 508 - 513 and then
perhaps we could have a meeting to discuss the implicaLil
with ir Comben. ' v-ons

2. Also when Mr Pery and Drew are in Stanlev it i -
useful if they could meet the Development Committme £ be
explain the plans. (o]

3. Mr Pery and his colleague arrive on the 22ng =

will have to move fairly auickly. we

e
e

15th January, 1973.

e, 1
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DIRECTORS:

W. R IAERTON, Chalrmen.

R. R. MIRTON

R. CAMPBELL PRESTON, }Dm:ﬁ?
O.E, MC.

A. C. V/. NORMAN, O.1.E.

R. H. McDOWELL

D. L BANKES.

F. 1. G. GRIFFITH-JONES.

M. H. C. PERY.

ALGINATE INDUSTRIES ~ ©

LI MW I TED
120, GEORGE STREET, OBAN, ARGYLLSHIRE. TELETHOD i

OLAN 2038,

HEAD OFFICE

22 HENRIETTA STREET
LONDON, WC2E 8NB

28th December, 1971,

J. Turner, Esq.,
Ministry of Dofence,
Tolworth Tower,

Tolworth,

Surbiton, Surrey.KT6 7L,

Dear Mr, Turner,

Carber Site, I'alllend Islends.

Thanlt you for arransing the meeting on 17th December, As

requested, I am enclosing a copy of your drawing of the Site with our
suggested requirements marked in, At the same time, I thought it might
perhaps be helpful to confirm iu writing some of the points that we
discussed at the meeting.

Land Requirements,

follows:—

As discusged at the meeting I have split our requirements as

Phase 1 (coloured rcd on the Plan) is the minimum that we would require
for our initial developuent.

Phase 2 (shaded green on the Plan) would be sufficient to cover our
requirements for the foresccable iuture.

Bearing in mind that the arca shaded green is largely unlevelled hill or
"camp" I imagine that the diffcrence in the annual rent betwcen Phase 1 and
Phase 2 will not prove to be a major factor. If this is the case, we should
be very happy to lease both the arcas shaded red and green from the outset.

A3 it is extremely difficult for us to foreccast the way in which it will prove

‘,1
\..
]

9).

& T LR T
PRy e

most economic to cxpand our plent on the Camber Site in years to come, vie
should liko to have somo Clause giving us on option to extend our lcase to
include adjncent areas to the Sitc marhcd!us maybe agreed in the future,

T g — - I . —————— . e



. s L
Fo M D B el

The apea shaded blue covers the existing "Coalshed" (in which fuel for the
Teaverp and the Hovercraft is at present stored in 40 gl. drums) and also
f¢ccass to the Coalshed, Ve should obviously require to have a righi-of-way
across the arca marked in blue in front of the Coalshed but I presume that
you would require us to undertake not to crect any struciure or permancnt
conveying cquipument in this area which iwpeded the access to the Coalshed.

As the Coanlsheds are et prescnt used for storing fuel oil, it scems lilkely
that wa shall be required to lecave a gpace between our proposed Factory
building and the Coalshed. This mecans {hat, in effect, the existcence of the
Conlshed hinlves the available level arca on the Site., If, &s secms possible,
it would be more convenient to all concerned to store this fuel somcwhere
nearer its point of usc on tlic Stanley side of the Harbour, it mipht wery waell
be in our intercsts to pay the Pariics concerned for the erection of new

) 4 buildings from the outact, This proposal would seem to have the following

! advanpturesi-

1. The fuel oil could be stored ncarer to its point of use and {thus cut
the handiing cost,

2% By use of very simple mechanical handling, the same quontity of fuel oil
could be stored in a much smaller arca,

% It would enable Alginate Indusiries to make full use of the level Site
on the Camber as opposed to “sterilising" half of it,

L, It would simplify eny possible problems over access to the Camber Harbour
as, apart from {he oiling jetty, the Harbour would be used almost
exclusively by Alpginate industries,

I anticipate that the arca shaded rcd in the Camber Horbour would be used for
storing wet kdp as discharpged by the Harvesting Craft. The wet kelp would he
contained by booms with weipghted ncts hanging from them, 9 I appreciate that

it might be nccessary for us to drcdge the arca shaded blue marked "undredged"
and to ercct a landing stoge and steps at some convenient point in the area
shaded blue,

Maintenance.

I understand that the Minisitry of Defence would wioh to retnin the
Caxctoker's houge and that the Falkland Islands Company would continue to act
as Agents, As I anticipate that Alginate Induatries will bo bearing a lorge
proportion of tho maintenance coats for the Harbour (being the main Uscrs),

I think it is important ihat the Company should be allowed to undertake this
mointonance as Principals to the standcrds agreed by the Falkland Islends
Company acting as your Agents, I mention this, because once cstablished, we
shall elmost certainly have the nccessary cquipuent and employ skilled
personncl so ag to cmable us to carry out this sort of meintenance work far
less expensively than would bo the case if i{ was coniracted out.
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y | TIwuel Supply.

I undergtand that il is apgreed in principle that we shall Do
allowved, on repayment; up to 2,000 {ons per yecr, \hen our requirement
cxecceds 2,000 tons per yecar, the Minigstry of Defence will hire te us one
of the two storape tanls for storage of Gas 0il to a specification to bo
approved by the M,0.D., In cither event, we shall require a bunker tank
to be fed from the main supply line, Viien we coma 1o malie the arranpgements
for hiring one of the storage tonks, I understand that Alginate Indusirios

will be responsible for the coat of back-flushing the supply line etc.

Miscellaneous,

1. Subject to Ministry of Defence approval, we should require teo
erect suitable navigational aids (lights, etc.) at the Camber Iarbour.

2. Wo should like to have uge of the 5 ton crane and understand that
it may prove nccessary for us to rclocate this on the area-shaded
blue on the plan,

s We may require to ercet a conveyor down the West side of the
Camber Harbour but would lcave the 0iling Jetty clear from any
permanent structuro.

. Icrms of Lease.
Ar'u/d-’(”"’ f il ?, : f : ; .
s Gt I understand that you will be discussing the terms direct vlth
Ak i Mr, Stewart, Basically the Lease will be for 50 years with breal points
! ond rent review procedures as agrced by Mr. Stewart and yourself, We
| tentatively agreed as a start date ihie 1st April, 1972 or tho date at which
the Kelp Conceasion Agrcement wlilt. the Falldand Islands Government is signed -
whichever is the later,

I hope that the ehove is sufficient for the Minisiry of
Defence to draw up their proposals. The more that I consider the question,
the more I feel ineclined to thinlk that it would be much better for all
Parties if an alternative Site could be found for the fuel at prescnt stored
in the Coalshed. Should this prove possible, I should be most grateful for
a rough indication of what you cstimate would be the cost of providing
alternative facilitiecs,

I apologise that this affair has been so long drawn out but
you will appreciate that this goes band in hand with the Agreement with the
TFalkland Islanda Government.

With all best wished for 1972.

Yours sincerecly, . g
o

M!H.C. Pcr! .

SR P W e S T e bl VLB LT - Riwwgh o TTHY pa s i BECR BT ”"'I'



5 ALGINATE INDUSTRIES

I M I TED
120, GEORGE STREET, OBAN, ARGYLLSHIRE. TELEFHONE:

034
DIRECTORS.: Al
W. R. MERTON, Chairman.
. R. MERTON
Managling

. CAMPOELL-PRESTON, }

O.bE, M.C. Dirscton.
A. C. W. NORMAN, O.B.E. ‘ HEAD OFFICE
R. H. McDOWELL
D. 1 BA:NKES- 22 HENRIETTA STREET
F. L. G. GRIFFITH-JONES. LONDON, WC2E 8NB

M. H._C. PERY.
25th January, 1972,

J, Turncr, LEsq,,

Ministry of Defence,
Tolworth Tower,

Broadway, Tolworth,
Surbiton, Surrey, KT6 7DR.

Dear Mr. Twrner,

Mr, Stewart has passed on Lo me your letler of 19th January
and I apologise for not pgetting this to you before you wrote your
Minutes. Our Tactories were closed down over the Xmas and New Year
period and consequently there was a delay in getting the plans marked

up.

I confirm that our requirements arc essentially as shown on
the plan attached to my letter of 28th December, I am afraid that
my haste in sketching in ihe Plan at the kceting caused some misunder-
standing as it would be essential for us to have the level arca of ground
marled A on yar plan (which I am returning with this letter).

I agrce that the Stare 2 requirements as shown on the plan I sent
to you are more cxtensive than what I suggested at the Meeting, It is
extremely difficult to kunow at this stape cxactly how much land we shall
require and, without coutours and borings it is impossible to tell which
is the most suitable piece of pround for erccting bl}';_l.ﬂ'r}-';s. It is
possible that either of the shaded areas on the plou,murked B or € could
be sufficient Lut, unlecgs there is gome good reason for limiting our
requirements, I should prefer to tale our requirements for Stage 2 as
shown on my recent plan.

The more that I discuss the question of the Coalshed with my
colleapues, the more thal I come to the conclusion that it would be far
more salisfactory from our point of view if it were found possible to move

: vk the fuel stores from the Coalshed at the outset. e s
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As regards the fuel supplics, I was under the imprcssion from
what was said by Mr. Keeeh that an annual take—off of 2,000 tons
would be available for Alginate Industries. I think that this is
quite an important point bLecause the combined annual consumption of
BAJ and the Falkland Islends Governmnet must be somewhere approaching
2,000 tons at present.

I understand from Mr, Kinncar that the FCO has reccived an lettier
from the lallkland Islands Govermuent approving the negotiation for the
Kelp Concessions apart from one minor change in the wording of onc of the
paragraphs, I should hope thercfore that the Agreement will be signed
and sealed in the next two to three months.

Yours sincerely,

bl

M,II,C, Pery. . /

. pmEmem i e - s - - B e PR A TR T e e s




28th February 72

Your ref; HGF 7/3

ALGINATE INDUSTRIES = CAMBER SITE

L Your letter of the Sth February obout the Camber Site
— and Alginate Industries resched me at en exceptionslly busy
time with the Governor away on a three weeks visit to
Antarctic bases and my own final devarture only four weeks
away. I am afraid it may teke some time to deal with the
matters raised in your letter.

In these circumstances I thought it best to get an
interim reply by corresnondence off to you by our next out=-
zoing meil, Of course, if I am able to process the maiter
and telegraph you a reply before then I shall do so.

Je A. Jones

G. ¥, Xinnear, Bsg., 0,2,E, b
Atlantic and Indian Ocean Dept,, -
Foreizn and Commonwealth 0ffice,

London, SW1A 2AH B
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WILLIAM F. MUNDY

in the event of replying

to this lefter, please do

so to:

Wilitam F, Mundy
General Luna 1284
Montevideo (Uruguay)

March 3, 1972

J, A. Jones, sq,,
Colonial Secitary
Stanley, Fakind Islands

Dear Sir,

I wi to thank you for your.letter dated Fe-
bruary 10, 12, jJust received,

I on more encroach upon your courtesy and good-
wilil. Will y kindly request Alginate Industries Limited
to pleae sendy Airmail Parcel Post an average assortment
of short piec of the local algae, naturally in dry condi-
tion, togethewith approximate FOB pPrices of each of tie

types and indition of the probable monthly availability
of each type.

I re't to you, particularly because my business
group wishes treat this project with urgency and,

I have
not vet recei: any communication from Mr, Gooch,

Pleamccept respectful assura

nece of my gratitude
for the aid piand future that you are

according to this

matter,
s hfully,
// /) {
. LA+
iam F. Mundy
wim/ia
Correspondents in:
London Hong Kong Lo#®les San Francisco New York

Montevideo Porto Alegr
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15th Harch, 1972

I received in today’s mail ¢ fwticr leiter from
ese F¥illianm .« Hundy a copy of which 1s cnclosed and would te
grateful if you would correspond with him on the matter %o
which lis letter refers. ileanwhile T em writing azain to
kr. Munday saying that I have sent to you = copy of his
moat recent letter,

Jo Lo Jonecs
Colonicl Uecretlary

Hie Le Fo Gooch,
Coldnial . unager,
Alginate industries Ltd,
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ADDRESSED 10 FCO TELNO 109 OF 16 MARCH: Kinnears LETTER HGF 7/3 of

9 FEBRUARY: ALGINATE INDUSTRIKS LIMITED@

THE REFERENCE IN PERY'S LETTER OF 28 DECEMBER TO KUEL FOR 1HE
BEAVERS [S A.MBIG—UOU&O THE FUEL IN QUESTION BuLONGS TO THE BAS
WHOM I Al GUNSULTING ON THE PROBLEM INVOLVED@ LEWIS @
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C.S.

Threc years of negotistions with Alginote Industiries Ltd
have brought us to the stz e whe-e Heads of Agsrecment ae about
to be settled between the Company und the Colony Govermment.

2. T had hoped thot basic areement viould h-ve been re~ched
before I left the colony. Unfortunately this has not proveu to
be the case. IHowsver, there is no need for me to minute on the
situation at great len th. The nost recent submission on the

natter to Sxecutive Ccouncil, which is Lo i und ot pp A32-537,

clearly seta ouf bhe positia ot that time. The subséguent

latler(p 4 20) whicit I sent 4o the TCO indicates where the smag
. 7

lies. Frovided that snag can be satisfuclborily resolved there
would seem to be no reason why the Heads of Agreement should not
be finsliszd,

59 Concurrently with the auestion of the Agrzsement between
the Falidand Islands Governwent =nd the Company negotiations hove
prorressed between the latter and the linistry of Defence on
leasing parts of the Camber site from that Ministry. The vnavers
frem p, 12 set out the stage reached in the negotiations.

4 M > Company's case for leasing nart of the site in guestion
has cur support. The only rezl snag in those necotiations at the
monent anpears to he the exzistence, in the north centre of the
main area shaded pink in the plan (n.448) of the "coal shed" in
which fuel for the "Beavers" and the hovercraft is stored,tosether
with the ancillary question of a ricght of way. The use of the
vhrase "The Beavers" at the ton of p.hld gives the impression that
the petrol in question belongs to the Falldand Tslands Government
Air Service but this is not ths case. The fuel in cuestion
belones to the British Antarctic Survey. The telecram p.451
rofers to this situation. T have discussed the ratter with the
Officer-in-cherge BiS Stanley vwho is communiceting with his he=d-
quarters in London. You will note that the Company rconsiders it
might be in its interest to accept financial 1li=bility for the
erection of new buildinss for those orgenisations currently
storing fuel in the "coal shed".

55 We do not n=zed to toke into account the hovercraft which is
in zny case under the YMOD umbrella.




15tk bGarch 1972

Lear . Landay,

Gud aettor of Ww i darch yeaghed e L0y entd
I Lave pussed a copy on to ¥r, Goooke lre (oooh Las in fuct
oniy regentily returnszi bere fyom & short holiday in sxgentina
naf Lougeay and this s probabily Lhe rossnon uby you have not
yot reseivel any reply from il to your cariieXr eassiry.

foura sinweivly,

wl'e Ve .

wonwevideo,
Lrusuay «
sos Do P. Gooch, Esg.
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ALGINATE INDUSTRIES =y
=———— LIMITED
Port Stanley - Falkland Is]@fﬁ@s - South Atlantic

TEL. No. 220.

2]

J A Jones Usq. e\ " K/ 2) 1/tn sarch D972
volonial Secretary. H ety 39
Falkland Isles. Tour- Hef,000L

#

vear John, -
1hank you for yomx letier of the 15th inst. with the enclosure

of ur Mundy's letter and your reply(copies ) just received.

I replied to Mr dMundy's of tne 8th vecember upon my return
from noliday,but of course he has not yet received this. I explained
that this request for weed samples would have to be negociated through
London,and also forwarded a copy of his regquest to Mr Pery,and also
explained tnat I had been on holiday which accounted for the delay.

He avnpears to be an American by the way the date is written,
and I wonder which company he renresents. Our people are in eclose touch
with Kelco of San Diego.val. USA,and also about two years ago I was
approached by a renresentative of Fleishmans Yeast Inc. in Montevideo
with the same request,and he was refered to London,but this seems to
be a different company as Fleisthwans; which is a large concern being
part of International Foods Ltd., who have ramificatious in the UK, have
already been in tuuch with AIL in London.

o doubt we will learn in due course what the object in view is
as to the industrialization of tne kelp,and who are the interested
parties. I know tnat in Uruguay there is a small industry in activity
at La Paloma in Rocha where agar agar is manufactured from a type of
algae called Pterodadia Pirnota wihich is of the group known as the red
seawveeds (rhodophyceae) and whicn also abounds in New zealand sufficientl;
To support quite a comnsiderable industry. ithe limited supply in Uruguzy
could be the reason for this request,but apar agar types are very sparse
here in the Falklands.

I will be able to get a line off to Montevideo by the projected
schoolbus trip of the "Bndurance"and also Dbe able to let Mr Pery lmow
of tne latest request,

AIL are now toying with the idea of doing the whole process here.
1the deciding factor is I believe,tne availapility of the chemical calcium
chloride in Argentina ana the possibility mnow,o0f being alle to obtain
this at a far less cost than it would have entailed importing it thrrough
the FIC. ihis is used in large quantities in the extraction of calcium
alginate from tne milled kelp. we are about to embark on a series of
experiments witn this object in view. also there is a program of drying :
trials to be carried out with the moditied dryer,the completion of this
onrk on the machine in question being our present activity.

I take chis opportunity of hringing you up-to-date with whﬁg-we

are up to,and thank you for your attentioun to nr TEnQy.




Dear John,

With reference to stocks at Camber Coal Shed, I
informed you the reason for our storage over at the Coal
Shed and, af'ter discussing with Clem, we recommend a
storage shed sixe 15' x 24' x 8' would give sufficient
space for our stocks and possibly your emergency stocks
of about 50 drums,

Hope this useful.

\

21.3.72
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22nd Mareh, 1972.

£y (A

vany thanks for your interesting leiter dated 17th
Mareh, 1972, Its ponultimate patagraph opens up excit-
ing possibilities,

On a personal note, I expect to be in London and
in South-west Scotland some time during the second
half of the year and, having Dbeen for some three years
novw associated with your Company's project lLere, will
maintain contact with your London office in case I
can be of any assistance to them. Ferhaps you could
advise them of this,

(3. A. Jones)

¥r, D, P. Cooch,
Colonial Manager,
Alginate Industries Lid.

BA
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Foreign and Commonwealth Office
London SW1

Telephone 01-

. ox X L Your reference
g B Lzewis OB2

Gova nmant House

tanlay

fali-lend Tslands

Our reference Hy® 7/2

Date 24
//»/7/%5 %’//’VVé,/" /ﬂ//}l _19/¢
7 / f /

May 1972

TL.GIFATE THOUSERTES LINIEE &l

N g,

.
o2 <)

1o is. premised ia.enr GAlecrant6® of 10 Mawr, KT eneleez tic fiam

drzft agresment with Alginate Tmdustries winich has been ¢learad Y

wiith SSh riBubert SR atheanl

2. oy, will ‘ses Lthat aAlginate's lawyers have'split the egresmont

inte 2 ports, the sscend pert beimz the mctusl licence snd L ftrust

thet this will be scceptable te yeu.

3. I should be greoteful if you would telegrsph a8 sgen 2o possible
oiving your agreement o tha draft or ony amendments ich you

wish to be made so thet ths agresment con bz signed by Alzinate
Tndustries Limited and sent to you for your signature.

Gl e
| Buovye HKimasS

G F Kinnear
west Indisn and
Atlontic Devorfmoent

LS C
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PRIORTLY i

RESTRICTED 101520z

Your telno 1&5.

Alginate Industries Ltd.

Lroft acreement received from Alzinates on 7 April. They have
accepted anendment to clause & proposed in Jone;/;etter of 24 December,
Za Agreement has been sent to your legal adviser for his comments. g

Ythen these arereeeived they will be put to Alginates where necessary

and final draft will then be sent to wou for approval. v

DOUGLAS~-HOME

52;3/£1 /Cf/’é/czgifiz%/,ﬁ7-bx
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ROUTINE

RESTRICTED 1813302

Addressed to FCO telno 163 of 18 May 1972
ALGINATE INDUSTLIES LTD

1. It would be helpful to know when we can expect to receive the final

draft agreement.
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RESTRICTZD  191300Z

From FCO telno 102 of 19 May 1972.

Your telno 163: Alginate Industries Ltd.

1. Draft agreement has now been finally agreed with Alginates who

have referred it to their lawyers for final clearance. We hope to

send draft agreement for your approval by next bag which will have to
await amphibian of 13 June.




CONT'IDENTTIAL

46

Mr H Bennett, Registrar

AGRETMENT YITH ALGINATE TINDUSTRIRS LTD

1. I would be grateful if you would check the attached
draft agrecment with Alginate Industries Ltd. The draft
has been cleared with Sir Hubert Flaxman and, as you will
see, the agreement has been split into 2 parts, the second
part being the actual licence.

2 There is some urgency about this matter as I will have
to have the draft agreement considered by the Execcutive
Council and probably the Legislative Council within the next

few weeks.
Al

EGL
21 June 1972

L4,
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MINUTES OF DEVELOPMENT COMMITTEE MEETING
HELD ON 13TH JUNE 1972

3. IHE KSTP TR

The Committee asked FMr. Gooch, Colonial anager of
Alginate Indvstries Lid., what his Company's plans for the
frture were. M. Gooch was not able to say when large scale
harvesting would begin but it was expected to be in apnrox-
imatelv two vears. Harvesting on a major scale could not

begin uvntil a plant had been assembled and a harvesting craft

built. One type of kelp (durvillea) wvas not harvested
nechanically and it would therefore be possible to start on
a small scale before the harvesting craft arrived. lizperi-
ments to date had heen very satisfactory and he antvicipated
that activities wwould bz considerablr wider than had origin-
ally been thought., I'r. Gooch stoted that his Company had
indicated a willingness to invest £700,000 more than origin-
ally planmncd. He would shortly be travelling to the United
Kingdom to worlkt on a plant for shipment to the Islands to
conduct further experiments.

e Geaeh them Jileis: TheNMmeeti ngl.

The Committee expressed their concern at the slow
progress of negotiations between Adzinnte Industries Litd.
and the Falkland Islands Government and asked to be kept
advised of everv stage of the negotiations.

The Committee also pointed out that o new process of
refining the product menvioned earlier by Ilir. Gooch, would
reduce the bulk and therefore the export tax pavable to the
Falkland Island Government.
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Foreign and Commonwealth Office
L ondon SW1

Telephone 01-

=
Q F,} Your reference
/7

e/ Our reference |

Fe ] HGF 7/3
/| Ay

/

/

/ 'i, Date g Pebruary 1972

J A Jones Esg OBE
Colonial Secretary
Stanley

FALKLAND ISLES.

- e l
Jhmv 75%“ﬂ
ALGINATE INDUSTRIES LTD ~ CAMBER SITz
14 Further to my letter of 11 January with which I sent rou 2

copy of the minutes of the meeting with Alginate Industries ¢z
December, we have now received from the Ministry of Defeneg G2cjg
of the regquirements of land &t the camber site by _LgL_._q
Industries. I enclose copies of letters dated 28 December 9‘
25 January from Alginate Industiries to the Ministry of Defes
together with the plan of the camber site in which details
company's regquirements of land are specified. You will see ]
the land on both sides of the cosl shed in which vou store pe
X in drums is required by alginates, and thuat .hey would also
hzve the coal shed. They cf'fer to pay for the erection aof
buildings on the Stanley side of the harbour in which
could be stored, which would presumably maske the coszl
available for thelr use,

2. The Ministry of Defence have no objection &
the whole area, including the coal shed, provided th: &1 nafe
prepared to make it available. The transfer of petrol vol gy
the Stanley side of the harbour may be more convenient ‘_<\
avoiding double handling of drums, and T should b grqt"39\£ 3
would kindly telegraph your views on thig proposs j p
the Ministry of Defence wish to complete negotia
Llginates as socn as possible.

F‘{ A, '/ / /u/o SR ed I e
ol e @m o) . Gae.

5\ ﬂ f ggu ahe A C%chLAau) c ¥ Kinnear

Atla nblc & Indian Qcsan D€
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bcar Sir,

mich has

wifm/ia

"algae,

WILLIAM F. MUNDY

D, Fo Gooch, Esq.
Colonial Manager
Alginate Industries Ltd,

Port Stenley - Falkland Islands

in the event of replying
fo this letter, please do
so to:

William I, Mundy
General Luna 1284
Montevideo (Uruguay)

March 20, 1972

I thanl you for your letter dated 28th Pebruary, 1972

Just arrived, A4As I had not received any comnunicae

If, without incurring displeasure with vour princinals
your were to comply with this request, even prior to relations

with them bLeing estabidshed, you would give me the opportunity
of clarifving with my associates, some of the doubts that thoew
still have iegarding the suitability of your varidiea of alsae
within our project,

ccHon. Colonial Semretary ¢ N L
ccAlginate Industries Lid.,London ol g

tion from you up to that time, on Harch 3, 1972, whilst reply-
ing to a letter from the Colonial Secretary, I inserted a pa=
ragraph asking him to kindly regquest from you that you pleace
mail me as socon asg possible

"an average assortment of short picces of the local
naturally ir dry conditior, together wvith
"apoproximate OB prices of each of the i{ypes and in-
"dications on the probablce monthly availability of
"each type."

¥e are going to establish in PForto Alegre, drazil, a
new modern plant for processing certain varigies of algsae vndoer
a plan of operation able to progressively raise production to
volwne as large a8 may be possible within 3 years, Ve are prosed
for time and anxious
the features of a future linked with your company. Hence {he
the urgency in requesting a qguick deliveryy if nossible, oo
different varieties with preliminary information cn FOU prices
monthly availabilities, ctc.

to develop as seon as may be possiblo al)

..ii?,"‘i 3t

I anticipate expressions of appreclation for ihe cowrtesy
vou may extend to contents of this letter,

X
Sincbﬁ%ly ychirs,
| / A

London

Heng Kong

Los Angeles

Correspondents in:
San Franciscor Naw iYork, Madpteviidedt Rgito Aleg

=]
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CONFIDENTIAL
EXECUTIVE COUNCIL

Mo. L40/72

Lereement with Alainate Iandustries Limited

Nemorandw: by the Colonial Secretary

lembers will recollect that when the draft agrecment wicth

fLleginate Industries Limited was €is

[¢]

ussed in Brecutive Council

ont 21lst Decesbiecr 1271, it was considerca scavisfacliory opard

frorm the provisions relzting (o the licence, It was felt that
the Company should be compellecd to take out £ licemce immediately

the Lgrecrent wvas sisned.

Llginate Industries have now agreed to this, ocnd this sti

lotion aes beon included in the nev draft of the agrecment which
Hacy

oFa T

is ctherwise wnzaltered. /i copy of the draft ogreement is ctitzchod.
This 225 beern thoroughly vetted by the Colony's Legal Adviser, Sir

Fubert Florman.,
The Council is cccordingly invited to advise that zgreementy

be concluded with fLlginctc Industiies Limited om the tezw

attached draft.

Filc Ref: 000L/IV
13th July 1972

T
P i S Y
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IINUTES OF BXECUTIVE COUNCIL MEETING NO. 4/72
. EELD On WomDNESDAY 26TH JULY 1972.

0004/IV 11, /GREEMENT TITT_/‘IG [MATY TYDUSTRIDS LIMITED

; -... 110 4___!72")
Membeirs oxgmlngd the row d i ﬁﬂreemoab
betircen the Coloni~l Government and . 1”1““6 Indus-

tries Limited which cmbodied cortswn modifications
to the earlicer draft, to take congnizaonce of
those matters vhich Coun011 had @"¢~\sted siiould
be incorporated., It was noted that the droft
agrcement now before Council h-d beoa thoroughly
vetted by Sir Huber: Flommon, the Colony's Iegeal
‘dviscr.

Council advised that on agrecment be comelvded
vith ilginete Industrics Limited in the torms of
the draft circulrted with I'enorandum o, 40/72

CLERK TO COUN“ZLS
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DECODE,

TELEGRAM SENT.

From GOVERNOR to SECRETARY OF SsTATE

Despatened . 28 BRI IR #1130 Recelved Time :

No. 212 I

Reference Kinnears letter HWF 7/2 of 24th May Alginates, Draft

agreed. FCO please repeat Buenocs Aires

LEWVIS

PL: HT



Foreign and Commonwealth Office
London SW1

Telephone 01-

Your referenca

T H Layng Esqg

Colonial Secretary Our referenca HWF 7/2
Port Stanley
FATKLAND ISLANDS bate 8 August 1972

aﬂ%,, /o7

ALGINATE INDUSTRIES LIMITED

i'._ ¢ ‘:‘
1. Further to your telegram 202A of 27 July, I now enclose two
copies each of the engrossments of the Agreement and Licence covering
AIL's proposed operations in the Falkland Isleands,

2. Could you please ask the Governor to sign, seal and date all
the copies (the date in each case being entered in the space

at the top of the first page). Your counter signature is, of
course, required, One copy of each should be retained by you

and the others returned here for handing to Alginates.

He I am afraid the documents do not reflect the recent award

of the CMG to the Governor, I failed to draw Alginates' attention
to this until engrossing was complete. Please ask the Governor to

accept my apologies.
L
Aad Lecto—

\d/&,v\:e(,
DGF Ha(/

West Indian and
ENG Atlantic Department
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(1)
(2)
(3)
()
(5)
(6)
(7
(8)
(9)

(10)
(11)
(12)
(13)
(1)

2,

3

u(l..} '9.
&.

The following are minor slips repeated from p. 469 = 479:

Agreement, ”
Page 4, eimuse"8*1inc-+1———“ﬁit‘—1nﬁr‘ﬁﬁﬁ51‘?*:
Page 5. "Dependencies" not "dependencies"..” ¢
Page 5, "Commonwealth Affairs" not "Commonwealth affairs".‘f!
Page 7. Clause 1(b) line 3: ";" not ".". L~
Page 9. Clause 7 line 4: "Stanley" not "Port Stanley". [
Page 11. Clause 9(a): insert ";" at end thereof. [~
Page 12. Clause 12 line 14: ‘"within" not"with", .+, L
Page 12, "Dependencies" not "dependencies". &=
Page 12, "Commonwealth Affairs" not "Commonwealth affairfﬂ.gfaf

Licence,

Page 2. (5) above.
Page 6. (7) above.
Page 7. Clause 12 line 11: "within" not "with".
Page 7. (8) ahove.
Page 7. (9) above.

5 Agreement,
sV
Page g. Place to be entered in linec?.

Licence.
Page 1. Para. (B): date to be entered in line 1., ¢

Page 6, Clause 12: place to be entered in line 5. et

The representatives of AIL have signed the Schedule to the

Agreement which merely illustrates the agreed terms of the licence
to be granted. Provision should have been made immediately
following page 5 of the Agreement for the signatures of the partiss,

L.

The documents should be sealed before Your Excellency signs.

g 3.

23.¢7or.72.



UNCLASSIFIED

ooohL /TV

25 August 1972

D G F Hall Esq MBE
West Indian & Atlantic Department

FCO,

London SUW1

ALGINATE INDUSTRIES LTD

1.

2-

addition,

Would you please refer to your letter HWF 7/2 of 8 August
addressed to Tom Layng on the agreement and licence covering
Alginate's proposed operations in the Islands.

The Registrar of the Supreme Court and I have been through
the agreement and licence with a toothcomb and there are a
number of minor slips which are not all that important but, in

there apnears to be a major error in that the represent-

atives of ATL have signed the Schedule oF the agreement and not
the agreement itself; it appears to us that provision should
have been made immediately following page 5 of the agreement
for the signatures of the parties. T -would be grateful if you
would check with the Legal Advisers.

21

Agreement

Page

Page
Page
Page

Page

If we have to amend the asrecment and licence because of
the above we might also look at the following small points:

5

7
9
11

12

"Dependencies" not "dependencies",
"Commonwealth Affairs" not "Commonwealth affair:",

Clause 1(b) line 3: ";" not ".",
Clause 7 line L: "Stanley" not "Port Stanley’.
Clause 9(a): insert ";" at end thereof.
Clause 12 line 14: "within" not "with",

"Dependencies" not "dependencies",
"Commonwealth Affairs" not "Commonwealty . o

/Licence



Licence

Similar amendements to the above in the Schedule to the agrecment
will have to be made in the licence.

E G LEWIS




DATED 1972

HIS EXCELLENCY THE GOVERNOR
OF THE COLONY OF THE
FALKLAND ISLANDS

= BAmE| =

ALGINATE INDUSTRIES LIMITED

GREEMENT FOR LICENCE




THIS AGREEMENT ismadethezl‘p/%/ day

&
of/ﬂfi%é&%i} One thousand

nine hundred and seventy two B E T W E E N HIS EXCELLENCY

THE GOVERNOR OF THE COLONY OF THE FALKLAND ISLANDS
(hereinafter called "the Governor") of the one part and
ALGINATE INDUSTRIES LIMITED a company incorporated in
England whose registered office is at 22 Henrietta Street
London, WC2E B8NB (hereinafter called "AIL") of the other
part.

WOEHBERRERANS s
(A) AIL is desirous of establishing an cperation in the
Colony of the Falkland Islands ("the Colony") for harvesting
processing and exporting and otherwise dealing in or with
kelp (as herein defined).

(B) By the Control of Kelp Ordinance 1970 (as amended) no
person may harvest any kelp for sale, processing or export,
or export any kelp, save with a licence granted by the
Governor, and save on such terms and conditions as the
Governor and the licensee may agree.

(C) The Governor and AIL have agreed that AIL shall be
granted a licence pursuant to the Ordinance on the terms and
conditions hereinafter appearing which terms and conditions
have been approved by the Lefislative Council of the Colohy
and are hereby affirmed by the Governor for and on behalf of
the Colony in exercise of the powers vested in him.

N OW IT IS HEREBY A G R E E D as follows :-

IN this Agreement the following words and expressions
shall save where the context otherwise requires have the
following meanings:

(a) "the Ordinance" shall mean the Control of Kelp Ordinance

1970 as heretofore amended.



(b) "kelp" shall have the meaning ascribed to it
by secticn 2 of the Ordinance;

(¢) "the Licence" shall mean a licence pursuant to
the Ordinance to be applied for by AIL and granted
by the Governor in accordance with the terms of
clause 2 hereof;

(d) "the term of this Agreement" shall mean the term
from the date hereof to the expiring of the Licence;

(e) "year" shall mean a calendar year.

FORTHWITH on the execution of this Agreement AIL

will make application for and the Governor will grant
the Licence in the terms of the document set out 1n
the Schedule hereto permitting AIL to harvest kelp
for sale, processing and export and to export kelp
for the pericd and on the terms and conditions
contained therein.
(a) AT any time during the term of this Agreement AIL
shall have the right to apply for and the Governor may
grant on such terms as may be agreed between AIL and the
Governor further licences pursuant to the Ordinance which
shall be exclusive to AIL and which may be in respect of
kelp in any specified part or parts of the Colony in
addition to or in substitution for the initial concession
area as defined in the Licence.

(b) If during the term of this Agreement any application

is made by any person (other than a person seeking to
exercise his customary right to harvest kelp in small
quantities for agricultural and other purposes) for

any licence to harvest, export or otherwise deal in

or with kelp for any purpose in or from any part of

the Colony in respect of which AIL does not at that

time held a licence pursuant to the Ordinance, the

Governor shall before considering such application first



offer to AIL an exclusive licence in respect of that part
of the Colony for which such application is made and AIL
shall have the right to accept such licence on such terms
as may be agreed between AIL and the Governor, and if AIL
does not accept such a licence a licence may within a
reasonable time thereafter be granted to the original
applicant by the Governor.

(c) Insofar as the terms of further licences granted to or
accepted by AIL pursuant to paragraph (a) and (b) of this
clause do not conflict with the terms hereof, the terms of
this Agreement shall apply in all respect to such licences
as they apply to the Licence to be granted hereunder.

(a) THE Governor agrees that AIL shall be entitled to draw
such water as it requires from the Murrell River or from any
other source of supply convenient for AIL's operations in the
Colony as may be agreed between the parties hereto and that
no tariff or charge whatsoever shall be levied on

AIL for any water used by it. The Governor further

agrees that he will give all necessary consents and
approvals which may be necessary under the Stanley Water
Supply Regulations to enable AIL to achieve a satisfactory
supply of water to the site of its operations and he will
forthwith issue or procure the issue to AIL of water
extraction grants (which may be expressed to be subject

to grants already made in respect of the particular

source of supply) in respect of its entitlement to draw
water as aforesaid.

(b) AIL shall be entitled to lay a water supply pipe
from the water supply source to the Camber Site on or
under the surface of the ground provided that in the
installation of such supply pipe sufficient crossing

places, to be determined by agreement between the parties,




&
are provided for. The Governor agrees that no rent
or charges of any kind shall be payable by AIL in
respect of land in his possession or control which
is occupied by the supply pipe and further agrees
that in respect of such land he will, if so
requested by AIL, enter into and execute or
procure the execution of such grants licences
easements wayleaves or assurances as may be
required by AIL to enable it to show good right
and title to the use thereof.

THE Governor UNDERTAKES that during the
term of this Agreement :-

(a) No action shall be taken which would render any
obligations of or provisions applicable to AIL
in respect of port dues or harbour rights
more onerous than those provisions applicable
to or obligations of other commercial undertakings
kit e e o liony,:
(b) No tax or impost shall be levied on AIL
which has or may have a discriminatory effect
upon the operations of AIL in the Colony.

THE Governor AGREES that he will do all in his
power to assist AIL in conducting its operations
successfully.

THE Governor (subject to the provisions of
the Aliens Ordinance) will grant or procure to be
granted all necessary passes permits authorisations
and licences which may be required by AIL to permit
the free movement of personnel and equipment to and
from and within the Colony and to permit the employment
of such labour as may be required for its operations.

ALL harvesting research exploitation and



NG,

1T

processing operations carried out by AIL pursuant to
the Agreement and the Licence shall be under the exclusive
control and management of AIL.

ANY notice, consent or request under this Agreement
to be given or made by either party to the other shall
be given or made by prepaid post or by telegram or cable
addressed in the case of AIL to its registered office
and in the case of the Governor to
(or in either case to such other address as shall have
been notified in writing by either party to the other)
and any such notice, consent or request if sent by post
shall be deemed to have been served on the day on which
in the normal course of transmission it would be
delivered at its destination and if sent by telegram
or cable within twenty four hours after it was despatched.

THIS Agreement shall be deemed to have been made
in the Falkland Islands and the construction validity
and performance of this Agreement shall be governed in
all respects by the law of the Falkland Islands.

THIS Agreement cancels and replaces all prior
or contemporaneous agreements whether verbal or written
between the parties hereto.

IN WITNESS S whereof His Excellency
Ernest Gordon Lewis Officer of the Most Excellent Order
of the British Empire, Governor and Commander-in-Chief
in and over the Colony of the Falkland Islands and its
dependencies hath with the special sanction of the
Secretary of State for Foreign and Commonwealth affairs
hereuntoc set his hand for and on behalf of Her Majesty
and caused the Public Seal of the said Colony to be
hereunto affixed, at Stanley in the said Colony and AIL
has caused its Common Seal to be hereunto affixed the day

and year first above written.



THE SCHEDULE above referred to

okl X8 L I G g N © E is made the day
of One thot
nine hundred and seventy two B E T W E E N HIS EXCEL
THE GOVERNOR OF THE COLONY OF THE FALKLAND ISLANDS
(hereinafter called "the Governor") of the one part and
ALGINATE INDUSTRIES LIMITED a company incorporated in
England whose registered office is at 22 Henrietta Stre
London, WC2E 8NB (hereinafter called "AIL") of the othe

part.
WHEIZ REA AS :-
(A) By the Control of Kelp Ordinance 1970 {(as amended)

("the Ordinance") no person may harvest any kelp for sa
processing or export, or export any kelp, save with a
licence granted by the Governor, and save on such terms
conditions as the Governor and the licensee may agree.
(B) By an Agreement dated the day, o
1972 and made between the parties hereto the Governor
and AIL have agreed that AIL shall apply for and tne
Governor shall grant a licence pursuant to the Ordinanc
(C) Such application having been made by AIL the Gover
now grants a licence pursuant to the Ordinance on the
terms and conditions hereinafter appearing which terms
conditions have been approved by the Legislative Counci
the Colony and are hereby affirmed by the Governor for
and on behalf of the Colony in exercise of the powers c
vested in him.

NOW IT IS HEREBY A G R E E D as FOLLOWSESE
IN this Licence the following words and expressions
shall save where the context otherwise requires have tk
following meanings :-

(a) "kelp" shall have the meaning ascribed to it by




section 2 of the Ordinance;

(b) "the said term" shall mean the term of fifty
years from the date hereof or such other term as may
hereafter be agreed in writing between the parties.

(c) M"year™ shall mean a calendar year;

(d) "dried milled kelp" shall mean kelp in the condition
in which it is packed and placed on board ship for
shipment from the Colony;

(e) "the concession area"™ shall mean all that
part of the foreshore and territorial waters of the
Colony bounded :-

(i) on the North West by the line joining point A
at 51 degrees 32 minutes South 57 degrees 41
minutes West and point B at 52 degrees 06 minutes
South 60 degrees 11 minutes West;

(ii) on the East by the line of longitude 57 degrees
41 minutes West; and

(iii) on the West by the 1line of longitude 60
degrees 11 minutes West.

THE Governor HEREBY GRANTS to AIL and AIL
HEREBY ACCEPTS a licence pufsuant to the Ordinance
to harvest kelp for sale, processing and export and
to export kelp for the said term at an annual fee of
one pound sterling the first such fee to be paid on
the date hereof and thereafter pald annually on each
anniversary of the date hereof.

THIS Licence shall only extend to the harvesting,
collecting or getting of kelp by AIL within the
concession area.
¢z') " "SUBJECT as provided: in’ this el auseisthtsbatelchiie
shall be exclusive to AIL and the Governor undertakes

that no licence shall be granted during the said term
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to any other person in respect of kelp in the

"

concession area.

(b) The Governor reserves the right, at the expiry of

six months notice in writing to AIL, to revoke the

exclusivity of this Licence:-

(1) 1if AIL shall fail to achieve in the two consecutiv.
years immediately following the fifth anniversary of %
date hereof an average production per annum of 4000
metric tons of dried milled kelp;

(ii) if AIL shall fail to achieve in the two consecutij
years immediately following the tenth anniversary of °
date hereof an average production per annum of
8,000 metric tons of dried milled kelp.

IN CONSIDERATION of the Licence hereby granted to |
by the Governor AIL hereby agrees to pay to the Governo
certain further fees as specified in this clause :-

(a) AIL shall pay to the Governor a fee of £1.90 sterl
for every metric ton of dried milled kelp produced by
provided that the amount payable by AIL in respect of
cne year shall not be less than £2,500;

(b) If in any year AIL produces an amount of dried milll
kelp in excess of 8,000 metric tons AIL shall pay an
additional fee of 20p sterling for every metric ton
produced in excess of 8,000;

(¢) (i) The fee specified in (a) above shall be paid
by AIL in respect of each shipment of dried milled
kelp from the Colony and calculated according to the
tonnage of such shipment and shall be payable within
thirty days from the date of each such shipment;

(ii) If at the end of any year the total of the
fees paid by AIL during that year pursuant to (i) abo

is less than £2,500, AIL shall pay the amount




of the difference on or before the 1lst February
in the followlng year;

(iii) If at the end of any year when the
production of dried milled kelp for the year is
known an additional fee as specified in (b) above
is shown to be payable, the additional fee in
respect of that year shall be paid by AIL on
or before the 1lst February in the following year.

(d) The fees provided for under the terms of this Licence
shall only be payable as from and in respect of the
year in which AIL produces an amount of dried milled
kelp in excess of 1000 metricec tons or during and in

respect of the year 1974 whichever is the earlier,

(e) If any processing of dried milled kelp is done in
the Colony by AIIL,, the amcocunt of fee payable to the
Governor shall be calculated according to the weight
of dried milled kelp used in such processing.

(a) FORTHWITH after the despatch of each shipment of

dried milled kelp from the Colony AIL shall prepare and

produce to the Governor a return in which AIL shall
certify the tonnage of the shipment in question. The
certificate so given by AIL shall in the absence of

badw faithabepasfinad ands concilusisreNsirae neniElor G =

tonnage shipped in each case;

(b) On receipt of the return specified in sub-clause (a)

hereof the Governor shall calculate the fee (if any)

payable in respect of the tonnage thereby certified

and shall serve on AIL a demand for the amount of the

fee so calculated.

THE fees payable by AIL pursuant to this Licence
shall be paid in sterling and shall be paid to the

Governor (or to such person as he may nominate for

the purpose) at Port Stanley against a demand served
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on AIL in accordance with the provisions of Clause 6.
(a) THE fees ("the initial fees") specified in clause
5 hereof shall remain fixed for five years from and
including the year in respect of which a fee is first
payable to the Governcr pursuant to clause 5. The
fees ("the revised fees") payable in respect of the
next following period of five years and in respect of
each successive period of five years thereafter shall
be calculated at the beginning of each such period in
accordance with the following provisions of this clause
and the revised fees shall remain fixed throughout
each such period;

(b) The revised fees for each period of five years will
bear the same relation to the initial fees as the
average United Kingdom Wholesale Price Index

numbers of output (Chemicals and Allied Industries -
total sales) issued by the Statistiecs Divisilon of

the Department of Trade and Industry for the year
ending on the 30th June prior to the beginning of

each such period bear to the same numbers of output
issued for the year ending on the 30th June prior

to the year in respect of which a fee is first payable
to the Governor pursuant to clause 5 hereof (but
subject to any adjustment necessary to take account

of any change in the rate of exchange between the
currency of the Colony and the currency of the United
Kingdom) ;

(¢) If the Wholesale Price Index numbers of output
specified above cease to be issued or are issued

at any relevant time in a substantially different

form such that they cannot reasonably be related to
earlier relevant numbers of output and 1if thereafter

a dispute arises between the parties as to the basis

@5



on which the revised fees should be calculated,
such dispute shall be referred for arbitration
to a single arbitrator by the President for the
time being of the Institute of Arbitrators, whose
decision shall be final and binding on the parties
hereto.
THE Governor UNDERTAKES that during the
term of this Licence:
(a) No action shall be taken which would render
any obligations of or provisions applicable to
ATL in respect of port dues or harbour rights
more onerous than those provisions applicable
to or obligations of other commercial undertakings
in the Colony
(b) No tax or impost shall be levied on AIL which
has or may have a discriminatory effect upon the
operations of AIL in the Colony.
(a)If the harvesting, collecting and processing
of kelp authorised by this Licence is interrupted
or delayed as a result of an event of force majeure,
the date at which the Governor may revoke the
exclusivity of this Licence shall be postponed
accordingly, subject to AIL notifying its request
for the benefit of force majeure to the Governor.
(b) An event of force majeure shall mean the happening
of any event beyond the reasonable control of
ATIL inedudings; Shut netslEmitEdSE ei\WFaielr st aifiEncit]
or’a publie enemy s 1akEne Nils pilEe SR ReENE o Febdlaliec ke <
by civil or military authorities or compliance
with regulations or other rules of Governmental
authorities.
ATL may’ substiituteiSniEsS o Tace” any of

its subsidiary companies which are incorporated in

JEILS
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the United Kingdom the Channel Islands or any
of the Crown Colonies to exercise any of its
rights and obligations under this Licence.

ANY notice, consent or request under this
Licence to be given or made by either party to
the other shall be given or made by prepald post
or by telegram or cable addressed in the case
of AIL to its registered office and in the case
of the Governor to
(or in either case to such other address as shall
have been notified in writing by either party
to the other) and any such notice, consent or
request 1f sent by post shall be deemed to have
been served on the day on which in the normal
course of transmission it would be delivered at
its destination and if sent by telegram or cable
with 24 hours after it was despatched.

THIS Licence shall be deemed to have been
made in the Falkland Islands and the construction
validity and performance of this Agreement shall
be governed 1n all respects by the law of the
Falkland Islands.

I N W ar o oE S S whereof His Excellency
Ernest Gordon Lewis Officer of the Most Excellent
Order of the British Empire, Governor and
Commander-in-Chief in and over the Cclony of
the Falkland Islands and its dependencies
hath with the special sanction of the
Secretary of State for Foreign and Commonwealth
affairs hereunto set his hand for and on behalf
of Her Majesty and caused the Publiec Seal of
the said Colony to be hereunto affixed, at

Stanley in the said Colony and AIL has caused

1025



its Common Seal to be hereunto affixed the day

and year first above written.

Signed /{’ﬂé—/ ......

Governor aﬁH‘Comﬁander—in—Chief

by His Excellency's Command

Colonial Secretary'

THE COMMON SEAL of ALGINATE
INDUSTRIES LIMITED was
hereunto affixed in the
presence of :-

D R R )

G S
Director é{A"%LQL(ér|,

Secretary CI“‘ﬂfi

13.



DATED 1972

HIS EXCELLENCY. THE GOVERNOR

OF THE COLONY OF THE FALKLAND
ISLANDS

=zl =

ALGINATE INDUSTRIES LIMITED
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of /4(14&é¢£; One thousand

nine hundred and seventy two B E T W E E N HIS EXCELLENCY

THE GOVERNOR OF THE COLONY OF THE FALKLAND TISLANDS
(hereinafter called "the Governor") of the one part and
ALGINATE INDUSTRIES LIMITED a company incorporated in
England whose registered office is at 22 Henrietta Street
London, WC2E 8NB (hereinafter called "AIL") of the other
part.

WSHS E S RASE S ANES =
(A) By the Control of Kelp Ordinance 1970 (as amended)
("the Ordinance") no person may harvest any kelp for sale,
processing or export, or export any kelp, save with a
licence granted by the Governcr, and save on such terms and
conditions as the Governor and the licensee may agree.

(B) By an Agreement dated the 20 /4 day of//M
1372 and made between the parties hereto the Governor

and ATL have agreed that AIL shall apply for and the
Governor shall grant a licence pursuant to the Ordinance.
(C) Such application having been made by AIL the Governor
now grants a licence pursuant to the Ordinance on the

terms and conditions hereinafter appearing which terms and
conditions have been approved by the Legislative Council of
the Cclony and are hereby affirmed by the Governor for

and on behalf of the Colony in exercise of the powers duly
vested in him.

NOW IT IS HEREBY A GREED as FOLLOWS :-

IN this Licence the following words and expressions
shall save where the context otherwise requires have the
following meanings :-

(a) "kelp" shall have the meaning ascribed to it by
section 2 of the Ordinance;

(b) "the said term" shall mean the term of fifty



years from the date hereof or such other term as may
hereafter be agreed in writing between the parties.

(c) "year" shall mean a calendar year;

(d) "dried milled kelp" shall mean kelp in the condilCileH
in which it is packed and placed on board ship for
shipment from the Colony;

(e) "the concession area" shall mean all that
part of the foreshore and territorial waters of the
Colony bounded :-

" (i) on the North West by the line joining point A

at 51 degrees 32 minutes South 57 degrees 41
minutes West and point B at 52 degrees 06 minutes
South 60 degrees 11 minutes West;

(ii) on the East by the 1ine of longitude 57 degrees
41 minutes West; and

(iii) on the West by the line of longitude 60
degrees 11 minutes West. VY

2. THES *Gowvernor HEREBY ' GRANTS, tia AGLY o St e

HEREBY ACCEPTS a licence pursuant to the Ordinance
to harvest kelp for sale, processing and export and
TEREpentNlces'pt for the, said term at an annuailSHEiElNekE
one pound sterling the first such fee to be paid on
the date hereof and thereafter paid annually on each
anniversary of the date hereof.

3. THIS Licence shall only extend to the harvesting,
collecting or getting of kelp by AIL within the '
concessicn area.

0 (a) SUBJECT as provided in this clause, this Licenoe
shall be exclusive to AIL and the Governor undertakes
that no licence shall be granted during the said term
to any other person in respect of kelp in the
concession area.

(b) The GoVernor reserves the right, at the expiry of
A
2 .



six months notice in writing to AIL, to revoke the

exclusivity of this Licence:-

(1) 1f ATIL shall fail to achieve in the two consecutive
years immediately following the fifth anniversary of the
date hereof an average production per annum of L4000 metric
tons of dried milled kelp;

(AR P ELE s Hally'fail tol aehdeve dnt e twokclorisiclek shks
years immediately following the tenth anniversary of the
date hereof an average production per annum of 8,000 metric
tons of dried milled kelp.

IN CONSIDERATION of the Licence hereby granted to AIL
by the Governor AIL hereby agrees to pay to the Governor
certain further fees as specified in this clause :-

(a) AIL shall pay to the Governor a fee of £1.90 sterling
for every metric ton of dried milled kelp produced by AIL
provided that the amount payable by AIL in respect of any
one year shall not be less than £2,500;

(b) If in any year AIL produces an amount of dried milled
kelp in excess of 8,000 metric tons AIL shall pay an
additional fee of 20p sterling for every metric ton
produced in excess of 8,000;

(¢) (i) The fee specified in (a) above shall be paid
by AIL in respect of each shipment of dried milled
kelp from the Coclony and calculated according to the
tonnage of such shipment and shall be payable within
thirty days from the date of each such shipment;

(ii) If at' the vend/ofiany e ariaEnc G F=nc e
fees paid by AIL during that year pursuant to (i) above
is less than §£2,500, AIL shall pay the amount
of the difference.eniiar’ befiore SGHERISIEINFE i e
in the following year;
(iii) If at the end of any year when the

production of dried milled kelp for the year 1is

B



known an additional fee as specified in (b) above
is shown to be payable, the additional fee in
respect of that year shall be paid by AIL on

or before the 1st February in the following year.

(d) The fees provided for under the terms of this
Licence shall cnly be payable as from and in respect
of the year in which AIL produces an amount of
dried milled kelp in excess of 1000 metric tons or
during and in respect of the year 1974 whichever is
the earlier.

(e) 1If any processing of dried milled kelp is done in
the Colony by AIL, the amount of fee payable to the
Governor shall be calculated according to the weight
of dried milled kelp used in such processing.

(a) FORTHWITH after the despatch of each shipment of

dried milled kelp from the Colony AIL shall prepare and

produce to the Governor a return in which AIL shall
certify the tonnage of the shipment in question. The
certificate so given by AIL shall in the absence of

bad faith be a final and conclusive statement of the

tonnage shipped in each case;

(b) On receipt of the return specified in sub-clause (a)

hereof the Governor shall calculate the fee (if any) |

payable in respect of the tonnage thereby certified

and shall serve on AIL a demand for the amount of the

fee so calculated.

THE fees payable by AIL pursuant to this Licence
shall be paid in sterling and shall be paid to the
Governor (or to such person as he may nominate for
the purpose) at Port Stanley against a demand served
on AIL in accordance with the provisions of Clause 6.

(a) THE fees ("the initial fees'") specified in clause

pom @ TS TR

5 hereof shall remain fixed for five years from and includi




the year in respect of which a fee is first payable to the
Governor pursuant to clause 5. The fees ("the revised fees")
payable 1in respect of the next following period of five years
and in respect of each successive period of five years
thereafter shall be calculated at the beginning of each such
period in accordance with the following provisions of this
clause and the revised fees shall remain fixed throughout
each such period;
({b) The revised fees for each period of five years will bear
the same relation to the initial fees as the average United
Kingdom Wholesale Price Index numbers of output (Chemicals
and Allied Industries - total sales) issued by the
Statistiecs Division of the Department of Trade and Industry
for the year ending on the 30th June prior to the beginning
of each such period bear to the same numbers of output
issued for the year ending on the 30th June prior to the
year in respect of which a fee is first payable to the
Governor pursuant to clause 5 hereof (but subject to any
adjustment necessary toc take account of any change in the
rate of exchange between the currency of the Colony and the
currency of the United Kingdom);
(c) If the Wholesale Price Index numbers of output specified
above cease to be issued or are issued at any relevant time
in a substantially different form such that they cannot
reasonably be related to earlier relevant numbers of output
and if thereafter a dispute arises between the parties as to
the basis on which the revised fees should be calculated,
such dispute shall be referred for arbitration to a single
arbitrator by the President for the time being of the
Institute of Arbitrators, whose decision shall be final
and binding on the parties hereto.

THE Governor UNDERTAKES that during the term of

this Licence:
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(a) No action shall be taken which would render any
obligations of or provisions applicable to AIL in
respect of port dues or harbour rights more onerous
than those provisions applicable to or obligations
of other commercial undertakings in the Colony

(b) No tax or impost shall be levied on AIL which
has or may have a discriminatory effect upon the
operations of AIL in the Colony.

(a)If the harvesting, collecting and processing of

kelp authorised by this Licence is interrupted or

delayed as a result of an event of force majeure,

the date at which the Governor may revoke the

exclusivity of this Licence shall be postponed

accordingly, subject to AIL notifying its request

for the benefit of force majeure to the Governor.

(b) An event of force majeure shall mean the happening

of any event beyond the reasonable control of AIL

e R mees Bttty 1dmited. to, 'acts of Godsieris

public enemy, labour disputes, fires, interference

by civil or military authorities or compliance with

regulations or other rules of Governmental authorities.

ATL may substitute in its place any of its subsidiary
companies which are incorporated in the United Kingdam
the Channel Islands or any of the Crown Colonies to
exercise any of its rights and obligations under this
Licence.

ANY notice, consent or request under this Licence
to be given or made by either party to the other shall
be given or made by prepaid post or by telegram or cable
addressed in the case of AIL to its registered office and
in the case of the Governor to
(or in either case to such other address as shall have been

notified in writing by either party to the other) and any




such notice, consent or request if sent by post shall be
deemed to have been served on the day on which in the
ncrmal course of transmission it would be delivered at its
destination and if sent by telegram or cable with 24 i
hours after it was despatched.

LS THIS Licence shall be deemed to have been made in the
Falkland Islands and the construction validity and
performance of this Agreement shall be governed in all
respects by the law of the Falkland Islands.

TN W ILITNIESS whereof His Excellency Ernest Gordon

Lewis Officer of the Most Excellent Order of the British

Empire, Governor and Commander-in-Chief in and over the
Colony of the Falkland Islands and its dependencies hath with
the special sanction of the Secretary of State for Foreign and
Commonwealth affairs hereunto set his hand for and on behalf
of Her Majesty and caused the Public Seal of the said Colony
to be hereunto affixed, at Stanley in the said Coclony and

ATL has caused its Common Seal to be hereunto affixed the

day and year first above written.

Governocr and Comménder—in—Chief

by His Excellency's Command " /
B ) // el

-'coou---\]n---

Colonial Secretary — /

-------------

THE COMMON SEAL of ALGINATE )
INDUSTRIES LIMITED was hereunto) .
affixed in the presence of :- ) P

Director \ 1A o
{ Lt 2

Secretary
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’ RESTRICTED 0814207
frm FCO to Falkland Islands telno 175 of 8 September,
ALGINATE INDUSTRIES: Your letter of 25 August to Hall,
1. Legal Advisers concur, We have gone back to ATL and will

hasten new engrossments.




Lsb6
_'_:._ = —— LI M | TE D
DIRECTORS: BARCALDINE, BY CONNEL ARGYLLSHIRE TELEPHONE:
W R MERTON, Chairman LEDAIG 213
R. R MERTON . 7
R CAMPBELLPRESTON, }D:_::E:‘: LEDAIG 278

OBEMC
A C.W.NORMAN,OBE
R H MESDOWELL
D. L. BANKES
THE RT HCON THE VISCOUNT STUART
QF FINDHORN. PC_CH MVO_M.C
F L.G GRIFFITH-JONES

HEAD OFFICE

ALGINATE INDUSTRIES LTD..
22 HENRIETTA STREET.
LONDON, W.C. 2.

17th Augrst, 1972

T. Royans Esq.,
Supt. Public Horks
STANLEY. i 119 SEP 1972

Falkland Islands.
Dear Tom,

We will be installing extra equipment in our Filet FPlant premises in order
to make some final and more complex experiments pricr to the commencement of the
production phase in the company's Falkland Island programme.

2. This will require a more abundant water supply in order to carry out these
most essential trials and we will need an independant one-inech supply pipe
from the main. At present we are working through a half-inch supply from the
"FIC Bottling Flant" via a 400 gallon storage tank as per agreement with the
P.W.D. with a maximum of 300 zallons per day.

2. A meter will be supplied by us for assessing consumption. There will not
be a constant need of anything much in excess of this figure, but there will be
days when 2,000 gallons will be reguired.

4. 1In the event of any shortage of water, the P.W.D. may rely on our ready
co-operation in drawing off our needed supplies at any stipulated time shculd the
need arise.

£ Whould it be posgible to put this in hand fairly soon?  The line would be
needed to terminatdnear the door of the building about three feet before arriving
at the conerete apron, or if easier and no obstacle is encountered through the
Bottling Ilant and arriving just short of our switeh panel.

Your esteemed attention to this will be greatly appreciated. Trusting that
this finds yourself and family all well.

#%% Yours sincerely,
5 .

D. F. Gooch.

196
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No. FI'D 002 MEMORANDUM
It is requested

that, in any refer-
: ~ 9th. Sentember,

encogggathis memo- 7 R | R Lo O S L ol e
runﬂ’the above
pumb®® and date

himbl Lo il To: Colonial Secretary,

1972,

From: Superintendent of “orks STAVLEY

111 SEP 1972

Stanley, Falkland Islands.

ST Alginates (Water Sumnly).

ith reference to the letter, attached, 17th. Aurust, from ¥Vr.
Gooch of Aleinates.

The request for an increased sumnly has been anticipated since
1070 discussions. (see vonr Ref: 0004/I11 of 8th and 18th Ausnst, 1070.)
T can simplify past nepotiations in reletion tc demand on supvly, by now
adding 'the suvply, as it stands today, is adeqvate to cope with the re-
quest of another 1,700 ~allons ner day, rarticularly as it will not be a
daily occurence'. May I draw vour attention to your Femo 0004/16/69, 10th
March, 1069. As a result of discussion, held at that time, Mr. Perr est-
imated the reouirements of water, to increase from the pilot stage days of
1970, 200 pallens per day tn 10,000 per hour in 1971/72: from 1972 to 1975
22,000 #.p.h., finally, 1975 to 1980, 70,000 #,v.h.; 211 of which would
have to be cbtzined by indenendent means from the Furrell River, but the
pilot plant, F.I.Government sunnly, unp to 300 sallons per day. As the
pilot plant is F.I.C. proverty, and it is an orisinal supnly covered by
rates maid into Town Council, F.I.C. payd for it, probably offset by the
lease acreement with Alginates.

2. The request for suprly in excess of 300 eallons however does
constitnute a chanee in policy: it must now be metered and chareged for at
their own expense, snd payable, I would sugrest, into either P.%.D. or the
Treasurvy. In a previous asreement, way back in 1947, the Kelp Company asreed
to pay the commercial rate prevailings in Stenley, the asreement was never
implemented, but it remains the onlv way of charsins, but whether you con-
sider the nresent commercial rate of 12+p ver *on (as charmed to shipping etec.)
as adequate will be another thing.

Ho T must rule out Vr. Gooch's alternative of the sunply throuch the
bottline plant. From enquiries made today throurh T.T.C. Works, and Stores
Departments, the reouest, reavirine a one inch suvnly, the pire c—ossing
under the road to the »nlant is only 2" and I would venture to say, in a DOOT
condition by now. The nearest noint to which it could be tapped is 15 meters
from the F.I.C. boundary, a normal Covernment cofittment, vrovision in P,V.R.
XVI/B, installations, the capacitv, or diameter as determined usually by the
S.P.Y., in this =marticular case T would recommend 2" diameter, in order to
avoid trenchins throush a concrete road more than once in the same area,
{there cannot be a rreat deal of life remainine in the existine~ one). Est-
imated cost for execavation, pivelaving to the boundary stop-coeck, backfilling
and make ro00d concrete = £80.

&, Para. 5 of the request 'termination near the door' is irrelevant.
From the boundary stop-cock it would entirely be their own responsibility, or
Jjoint respensibility of F.I.C. and Alginates, after receiving approval through
application to the Town Council. As a point of interest, the distance en-
tails a further 16 meters.

Do SUMMARY :

For P.W.D. this creates no formidable task, and there is adequate
financial provision, it is a supply line up to the boundary and nct a service
line, the latter being their own responsibility. With your approval, the
work could be undertaken without delay and be complete in approximately one
week; occasionally traffic would be reduced to sinsle lane during that period.
The main is conveniently situvated whereby only the West Store would be
affected for an hour or so, while connection takes place.

T G

sb Surerintendent of Yorks.
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UNCLASSTIITR

coM/29/2C 20 September 1972
D G F Hall Esq MBE

West Indian & Atlantic Department
FCO, London SW1

ALGINATE TNDUSTRIES LTD

T With reference to my letter 0004 /IV of 25 August and
subseguent telegravhic exchanges rasting with your telno 187,
I return herewith the Agreement and Licence duly signed and
engrossed, .

e
E G LEWIS
ENCS 2




com/29/2 ¢©

‘ 20th Septebor

3
[#]

From: Colonial Secretary stenley,

Alginates Water Supnly

Lo e
!
Your memcrandur PWR 002 of 9th Senteomber refers.

The citonsiors proposed by Mr. Gooch are authorised.

(T. H. Layng)
COLONTIAL SECRETARY

HRT.

Supasrintendent, Public

412

72
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Foreign and Commonwealth Office
Lpndon SW1

g ' Telephone 01-
o f / )/ /

Your reference

§ 4
//HE ¥r E G Lewis CMG OBk
Governor & Commander in Chief Ourreforsnce HWE 7/2
Yalkland Islands

Date 11 Qctober 1972

Lot Gy

ALGINATE INDUSTRIES LIMITED

1% Thank you for your letter of 20 September
enclosing the duly signed and witnessed Agreement
and Licence which I have passed to Alginates.

20 I am sorry for the delay caused by the con-
flicting advice we received when examining the
peints raised in ycur letter of 25 August, but
you will appreciate that this was not of our

making. ‘jM 2

et

DGR el el
West Indian and
Atlantic Department



ALGINATE INDUSTRIES

DIRECTORS:

W.R.MERTON, Charman.

R. R.MERTCN,

R. CAMPBELL-PRESTON }n ey
OBE. MC. :

.C.W.NORMAN.O.B.E.
MEDOWELL,

<_

\

/

L

M I T E D

22, HENRIETTA STREET, LONDON, WC2E &NB QLI

i

A

R H.

D.L.BANKES,

F.L.G GRIFFITH ~JONES,
M.H.C.PERY.

A

Am)

> G Lth >22wAlcg>i

We were delighted toc receive back the signed copy
of the Agreement and Licence which has just arrived at
this office.

01-836 0451/4,

01-836 0142/3.
TELEGRAMS:

“ALGINATES.
LONDON.WC 2"

CABLES:

“ALGINATES, LONDON,W.C 2
BENTLEYS SECOND PHRASE.
TELEX: 23815.

16th Cctober, 1972

In these circumstances I think that it is time for
me to give you a brief report on hcw our plans are
progressing,

which we were very pleased to be able to give to Mr. T.

and to expand a little on the information

1968

Layng during the course of a brief visit to this office,
which he will doubtless have passed on to you.

In the first place our pilot plant work to date in
the Falkland Islands has taught us that some of the ideas
which we had so far as plant and processing are concerhned
were on the wrong lines, with the result that we were

forced to consider alternative ways of approaching the
problem.

In the event we have come up with a very much
better plan based on a fairly recent technical breakthrough

which will enable us to shortcut the weed drying and milling

operations and to carry out the first stages of alginate
manufacture in the Falklands. We are in the process of
developing this project in Scotland through some of the
inevitable stages between pilot and full scale operation
before applying it in the Falkland Islands.

continued....
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In these circumstances we have, as you will probably
be aware, recalled both Gooch and Henricksen so as to instruct
them in the new methods of operation, and sc as to bring them
up to date with the progress which we have made over here.

They will be returning to Stanley before the end of
this year to carry out parallel plant and process work to
confirm on the spot and under local conditions the results
which we have been achieving over here.

It is true that the necessity for this new develcpment
work may introduce some slight delay even to the extent that
there may be a period during which we may be short of seaweed
raw material temporarily. It will, nevertheless, result in
our production from the Falkland Islands proving more nearly
competitive with existing production in the Northern Hemisphere,
whereas previously it was clear that when the time came when
it was necessary to product alginates based on Southern
Hemisphere supplies, they would inevitably cost very considerably
more than alginates based on Northern Hemisphere supplies.

Michael Pery, whom you met briefly in London, will be
visiting Stanley in January together with John Drew, our
Chief Chemist. They will be able to explain at first hand
the implications of the revised process. However, I can
assure you that there will be no complication in applying
to the new process the terms of the agreement we have reached.
In the long term there should be better opportunities for
employment as a larger proportion of skilled personnel will
be required to operate this plant.

Finally I should like to repeat that we are very
pleased indeed that the Agreement is now concluded as it is
always extremely difficult to persuade one's colleagues and
associates toc put thelr backs intc a project until such time
as the foundation upon which it is based has been made secure.
We can now expect an upsurge of enthusiasm.

i

'1»2>%%1;00&6?

E.G.Lewls Esqg., 0.B.E., C.M.G., ? </\) p -QA\
Governor of the Falkland Islands, b\é‘Cﬁ() Lit[dL)
Government House, V’f" %
Port Stanley,

Falkland Islands,

South Atlantic. / a/

RRM/mba
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¥ ALGINATE INDUSTRIES

LIMITED
DIRECTORS! TELEPHONE
AL SR 22 HENRIETTA STREET, LONDON, WC2E 8NB e el
R. R. MERTON. i iy 01-836-0142/3.
R_ CAMPBELL-PRESTON | p il TELEGRAMS :
w Nog?jiﬁ" S‘g;c'g : “ALGINATES, LONDON, W.C.2**
Qﬁ' MeDOWELL. CABLES:
o i "ALGINATES. LONDON, W.C.2"
D. L. BANKES. e
F. L. G. GRIFFITH-JONES. : :
M. H. C. PERY.
F. R. d'ERLANGER
DGJ/AH 18th October 1972

The Colonial Secretary,
Port Stanley,

Falkland Islands,

South Atlantic.

Dear Sir,

In accordance with Clause 2 of the Licence recently granted to us
by the Governor of the Falkland Islands, I have pleasure in
enclosing a cheque for £1 in payment of the stipulated annual fee.

Yours faithfully,

Secretary.

1968



col/29/2¢

33
' 7th November, 1972.

Dear Sir,

ey

Thenk you for your letter DGJ/AH of 18th October, 1972 to the
Colonial Secretary.

I enclose a receipt for the gheque forwarded with your lettler
in respect of the licence fee.

Yours faithfully,

FINANCIAL SuCRIETARY

D. G. Jones, isg.,
Secretary,

Alginate Industries Ltd.,
22 Henrietta Street,

IJO.NDON. In'll-C¢2. BlI'IlBl

HTR/LHML.



r%fLﬁﬂ’ ik
o 4

CONFIODENTTIAL 0912007

fri I'CO to Immediate Fal land Islands telno 241 of 9 Hovember

(i o
ATIL; _r,.-"f‘_f g L’ -’__:,
/ e

i The company has now written to ODA disclosing following

2 factors not previously brought ocut clearly to us

(a) no detailed costing of the project has yat been done,
but it is estimated that about Tayees l “iil be required
for infrastructure items out of a total sstimated
investment of £3m.:

(b) the comnany hopes to obtain aid of about £1.5m in

suproxrt of its project.

2 e intend saying we see no prospact of aid te the amount
now required being available out of your allocation and are
not in a position to indicate av_ilability of any aid antil
we have consult~d vou.

1 y . when
b ATI, hone that Perv will be able to discuss matier xx

he visits you in January.

ir, Letter in bag,
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ALGINATE INDUSTRIES b

P Lt M1 T E D

TELEPHONE:
W.R. MERTON . Chewman. 22, HENRIETTA STREET, LONDON, WC2E 8NB 01-818 0451/4.
R. R MERTON, 01-834 0142/3.
R. CAMPBELL FRESTON }E,":m"“

TELEGRAMS:
.C W.NORMAN,OBE.
=D(‘.)WELL

“ALGINATES.
LONDON.W € 2"

CABLES:

YALGINATES, LONDON.W.C.2"
BENTLEYS $ECOND PHRASE,
TELEX: 223016

H M

.L BANKESY

L.G, GRIFFITH -JONES,
.H.C.PERY

¢ q -
S. 3. 20th October,1972

‘,Q . ()\ ulﬂ '2,( “"L,ld\@l’?

Many thanks for your letter.in answer to my
letter of the 16th and for the enclosures.

: . So far as pre-investment studies are concerned
B:~k &? T think it unlikely that we should expect or apply
o SAX for Government support because sc much has already been
0 done; but I should, of course, much appreciate your
s advice.

So far as Government support for both infra-
structure and joint ventures is concerned, since the
same information is reqgquired to be submitted to the
Overseas Development Administration for applications
in both cases we do not presunably have to make up
our minds at this stage whether or not the project
should be a joint venture, and I am therefore
enclosing an outline of the information required,
together with the enclosures referred to.

; continued...
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I should very much like to have an opportunity
of paying you a visit to go over this outline with
special reference to the last paragraph.

In the meantime by all means treat this outline
as a draft if it proves inadequate in any respect, as
I feel it most likely will do.

Pk ;j“ (
{ N )
k}’ "':) g et o

al 7

Colonel W.H.L.Gordon,

Foreign and Commonwealth Office,
Overseas Development Administration,
Room No. E 601,

Eland House,

Stag Place,

London SWLE 5DH

RRM/mba.
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QUESTIONS g

Extract from brochure received from the Foreign Office

entitled "Aid for Infrastructure Associated with British

Private Investment in the Developing Countries.

"Firms whose investment plans have reached a sufficiently

advanced stage should submit the following details to the

Overseas Development Administration.

l.

Their name and address, with details of their

business.

Details of the project in which they propose to

invest, including the results of any pre-investment
studies.

How the project will fit in with the overall

development plans of the host country.
What will be the cost and timing of the project.

Details of the basic infrastructure not currently .,

available in the area but necessary to support the
project.

An estimate of the cost of installing this service 7

and the extent to which local costs will be involved.

Whether the project and the infrastructure have been

discussed with the host government."



ANSWERS

FALKLAND TSLANDS PROJECT

Outline of
Information required
by the
Overseas Development Administration

1. (a) Company - Alginate Industries Limited.

(b) Address of
Head Office~ 22, Henrietta Street, Londen,W.C.2.

(¢) Business -~ Manufacture and sale of alginates.
The following are enclosed by way of
explanation of the Company's business.
(1) The 1969/1 issue of the Ciba
Review in which the articles on
the Alginate Industry were

written by members of A.I.L.

(ii) The Company's 1969 Application
for the Queen's Award to Industry
which outlines the Company's

activities.

(iii) The Company's report and Accounts
for the year 1971

The project consists in the establishment at Port

Stanley of a factory to produce initially around 2,500
tons p.a. of calcium alginate extracted from around
125,000 tons of wet Macrocystis Pyrifera Seaweed,
collected (by means of specially constructed harvesting
craft) under licence granted by the Government of the

Falkland Islands - copy of Licence enclosed.

continued. ...
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5 The calcium alginate, which is not an end product in
itself, will be shipped primarily to Scotland for
further processing, purification and conversion into
the many forms of marketable alginate, whence the

greater part will be exported throughout the world.

Sc far as pre-investment studies are concerned the

position to date is as follows:i-

(a) As early as 1947 a survey was carried out, the
main object of which was to determine the amount
and the availability of supplies of seaweed around
the Falkland Islands, and the result of which
showed that sufficient seaweed was available to
provide raw material for a large scale alginate

- industry, once supplies from the Northern

Hemisphere were being harvested to capacity.

At this time the idea had been to produce dried
milled seawecd for export to Scotland thereby
k- supplementing existing supplies as and when

y required. In fact this survey turned out to have

been somewhat premature.

(b) In September 1967 arrangements were made with
the Government of the Falkland Islands to start
’ procuring and despatching to Scotland monthly
' sampleées. of Macrocystis seaweed fo1r analysis;
and this arrangement continued until in 1968
Alginate Industries appointed their own part-

time representative in the Falklands.

continued...



(c)

(a)

(e)

In April 1968 the Islands were visited by a
director of the Company, Mr. M.H.C.Pery, with

the object of reinvestigating the establishment
of a seaweed processing factory together with the
question of obtaining a seaweed harvesting
concession.

(This concession has been granted - see Agreement

and Licence enclosed.)

In the Autumn of 1970 a Pilot Plant to produce
dried milled seaweed was established at Port
Stanley and three resident staff engaged.
Valuable experience was gained as a result of
which it was concluded that 1t was essential from
an economic point of view to devise a process
enabling the first stage of alginate manufacture
(that of producing crude calcium alginate) to be
carried out in the Falklands instead of merely

producing dried milled seaweed as raw material.

A prerequisite of being able to manufacture calcium

alginate locally is the availability of sufficient fresh

water, and studies were put in hand to investigate

the construction of a barrage at the mouth of the

Murrel river,

Measurements were made on the spot and on the

basis of the information provided a rough estimate
was prepared by Messrs. Crouch and Hogg, consulting
eingeers specialising on this subject. As yet,
however, no accurate assessment has been made hy
means of experts on the spot, but it 1s clear

that sufficient water can be made available.

continuad....
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(f) Preliminary discussions have been held with the
Ministry of Defence who are in possession of the
necessary site, (the"Camber"), oil storage tanks,
and basic jetty facilities which it is desired
to make use of, and no difficulties are expected

on this account.

(g) During 1972 a process has been discovered by means
of which it will be possible to produce calcium
alginate at Port Stanley, bearing in mind the
materials available locally. This process is

at the present time undergoing in Scotland the

several stages of "scaling up" necessary in order

to determine the ultimate plant design, and
personnel have been brought back from the Falklands
so as tc become familiar with its operation.

They will be returning to 3tanley in November.

The project represents virtually the only hope for the

islands of improving their economic situation, and is

likely ultimately to provide the inhabitants with the
greatest value of exports per capita of almost any

country in the world (say &5,000 to £10,000 per capita }/,’M
per annum). ’

LEEL e It is not as yet possible to produce detailed :
costs but an idea of the magnitude of the project lf/
can be obtained from the following:- ES

1)

) e

continued...
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(1)

(ii)

(iii)

(iv)

(v)

- =

Approximately 75 people will be employed
FOr St h e 0 RIS © R e CN i L Eheri e [y
excluding the crews of two harvesting craft

(10 men), to produce a turnover of around
&1 million p.a.

The main items of Infrastructure are as follows,

together with their very approximate cost.

Water barrage and pipe line 400?000
Powelr 80,000
Housing -(25 hcouses at £10,000) 250,000
Drainage 50,000
Miscellaneous 20,000
£00,000
Harvesting crafl
2 e 2 SO ] 0] 500,000
Plant etc. 1,200,000
Working capital - finance
of stocks and stores 500,000
Total & 3,000,000

1 (b) Timing Preliminary plans are as follows:-—

1872 - November Personnel at present undergoing

re—~training in Scotland return

to Stanley.

1973 - January ME SRl . C P ery s SRS e e o it

Mr.J.r'.Drew, AIL Chief Chemist,
visit Falkland Islands.

continued...
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1673 - April
- Autumn
1974 - Spring
- Autumn
1975 - Spring
1976 - Spring
5. See 4(a) ii above.
6. See 4(a) ii above.
L] e
| S : I
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Calcium Alginate Pilot Plant on

stream at Stanley.

Mr. S.G.Donn, AIL Chief Engineer,
and a Consultant, visit Falkland

Islands.

StaaESblE dimgREiEs B R nEsESs s Camiyels
site to act as large scale pilot
plant.

Start preparations for dam and full
scale site.

Order first harvesting craft.

All equipment for manufacturing
to be on site.

Order second harvesting craft.

Start manufacture. On present
forecast supplies of seaweed raw
materials from the Northern
Hemisphere will be fully extended
by this time, so that supplies from

the Falklands will be necessary.

continued..
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7 It will be seen from the enclosed copy of the Agreement
with the Government of the Falkland Islands that it has
only recently been concluded.
Beyond this no discussions have taken place with the
local Government but such discussions will be among
the objects of the forthcoming visit; and it is
important to know precisely which matters need to be
included from the point of view of the Overseas
Development Administration.

RRM/mba

20.,10.72

,‘ . 1 B L R S —— i ok
S i N : 2
: at 5 O a
‘ ) : ; i i
; i A iy
i ,,. it | Aie
i I L TR i) 2 '
0 A 9 o L)
1 8 o { ! ¢ e
‘, ) ' ! P
Il \ . N | ] 4
1 =% 4 ) ;
N A ! g (i : B
! 2l { 4 { (
¢ 1 4788 4 { !
| H 'ﬂ . t
] ]
{ | !
! » [ ar L B e
L ‘*‘\ 1 I | "_’/:"" """/
o ALK |
1 B . X
1 - .
o s
ﬁ 1



oo MW* oy D <
/
/ / A 1y

Foreign and Commonwealth Office
London SW1

Telephone 01-

dis Bxcellency SRR IR
Hr B G Lowis (G 033

Govarnor and Commander—-in-Chief
TATHTDAND ISLATDS

Our reference |/ rl‘/z

Date 10 Hovemper 1972

74
Q:é%aifﬂwzgggn9/14yn
A-.lJ’\ZliI‘ -:.1.1 ) )2 )d ,u_ L- B LJ.‘_)

g You will have received ny telegram about the alarming development
in connexion with AJL's proposed undertaking in the Falklands.

2 In Auvgust, llerton told me that he had gained the impression that
MG would finance the infrastructure of his project. I was guite firm
that the Foreign and Commonwealth O0ffice had made no such commitment
and we confirmed that no one else had. The papers were passed to

Mr Kershaw who minuted, inter alia, "Merton should certainly be
encouraged to make proposals, butv not on the basis that HMG will under-
write them regardless of their expense'.

s Following his letter (copy attached) to the Private Investment
Adviser, Merton had a meeting with Colonel Gordon. At this it emerged
that ATL would like to see HMG finance the extensive infrastructure
required to support the project, but Merton was told that both the
Infrastructure and Joint Venture Schemes (for encouraging private sector
investment in overseas territories) could only be financed from existing
geographical aid allocations, and that the present Falklands alloccation
was fully committed. We have confirmed to ODA that we see no prospect
of aid to the amount regquired by AIL being provided out of the terri-
torial allocation, and, furthermore, we are in no position to indicate
whether any aid can be made available prior to consultation with you.

4. Zfforts were made to persuade Merton to look elsevhere for finance,
but he preferred to await some response from us and ODA before vursuing
glternative sources.

5 e Illerton has not yet said that continuation of the 3r03ﬂ0u depends on
2i1d being made available, but there is a veiled inference to this effect
in the attached letier.

; 48 you know AIL is a well established firm with a paid-up capital
£ about £127,000, It has an annual turnover of about £3.3 million and
a pre-tax profit of £440,000. Its financial position is sound, but it
igs clearly a smallish company to undertake an investment of zbout 235.0
million out of its own resources. Vere the Company to try and do so,
it is fairly clear that it would have to receive assistance either Trom
the market or from another source.

C Oy

Vs e
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g It is clear that no detailed costing of the project has yet been
done, but it is estimated that an expenditure of about £300,000 will
be required on infrastructure items out of 2 teotal estimated invest-
ment of 23 million. The Compeny apparently hones to obtain aid in
sumnort of its venture to the tune of avbout 214 million.

& Qur own reading of the situation is that AIL, as they indicate,
have not hitherto studied the costing and financing of the vproject,
and have seriously under-estimeted the financial burden which it will
nlace upon the company, even assuming that Fallklands Calcium Alginate
is competitive in World Harkets. As far as we can make out, if the
Company were to raise the capital reguired on the open market, the
servicing would consume the whole of its pre-tax profits Tfor zbout
four years before revenue started flowing in. It is therefore small
wonder that AIL are looking to the Aid Programme to help them out of
their difficulty.

9. I very much doubt whether such small sums as you could make
available from your aid allocation (£250,000 for 1972/3 to 1976/7)
would be of interest to Merton even if you reshape your Development
Plan drastically (and I think we both fTeel that some implementation of
Theophilus has a c¢all on anything pared from Tourism). HNHowever, we
would like to have your views as soon &s possible. ©There is a slight
possibility that some of the Private Investment adviser's funds for
supplenenting geosgraphiczl alleocations for Infrastructure and Joint
Venture Projects could be made available for supnlementing your
allocation, but this re¥drmeé is small (£1 million world-wide for
1973/74), and I see no prospeet vhatsoever that it could provide sums
of the magnitude reouired by Meriton. Liocreover, the relegase of even a
small sum from the Private Investment Adviser's fund is dependsnt on

-

the project fulfilling all the normzl project anpraisal crivaria,

{10 e of course share your view that it is essential the Falklands
have some secondary industry capables of producing much needed addition-
al ravenue in the not too far distant future, and AIL seems tne best
bet so far. It may be (although I doubt it) that a relatively modest
sum of canital aid would make the difference beliween the project being
realised or abandoned, and we should then have good grounds Ifor asking
the Private Investment Advisgser's help. IHerton will, however, have to
give us full details of his costings and reguirements first,

i Te want to get lierton to say as soon 28 possible if realisation
of the project is demendent on aid funds being available, and we must
then be in a position to indicate what funds will be forthcoming
subject to a gatisfactory project appraisal, although it would bes far
more =matisiachory di Meriton ceuldfsbtainghiShdinanceselselnare:

MR This
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T2 This is 211 very trying. Ve feel that lerton should have
brought this uvp at some stage during the protracted negotiations for
the Agreement. He is now, to all intents and nurposes, holding a
pistol at our heads. David Scott is fully in the picture and you will
no doubt wish %o discuss the problem with him.

jM bty

D G F Hall
Jest Indian and
Atlantic Department

COWFIDENTIAL



CONFIDEXITIAL

COM/29/2¢C

D G F Ilall Esq MgE 30 NWovember 1972
West Indian & Atlantic Department
FCO, London sW1

ALGINATE INDUSTRITS LTD

1. M ny thanks for your letter HWF 7/2 of 10 November about
Alginate Industries and their quest for capital assistance.

I agree that the action by Mertom gives support to the view
widely held in the Islands that AJIL are really only interested
in keeping competitors out - at least Mitchell will be pleased
that he has been proved right!

2. But to be fair Merton has always had in the back of his
mind Government assistance to get the project off the ground
and he did mention it to me informally when I lunched with

him in London, Howeover in my view, and I am certain that
this will be the opinion of all members of the Council,

there can be no question of any of our limited aid money going
to help this project. Money is not tight at the moment and
Merton can raise it elsewhere in the City if he wants to -

I think that this should be made very clear to him. T will
of course be hapny to see Michael Perry when he comes out in
January but if he . is coming primarily to discuss raising money
he is wasting his time which could be better spent in EC2.

E G LEVTS

CONFIDENTIAL
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ALGINATE INDUSTRIES

I T B @

TELEPHONE:

W.R MERTON. Charman 22, HENRIETTA STREET, LONDON, WC2E 8NB 01-836 0451/,

R. R.MERTON, " 01-836 0142/3,

R. CAMPBELL-PRESTON } e . TELEGRAMS:

0.8 M) Oresters “ALGINATES.

A.C.W.NORMAN, O.B.E. LONDON.WC 2”
R.H.MCSDOWELL,

D.L.BANKES, CABLES:

F.L.G.GRIFFITH-JONES, “ALGINATES. LONDON.W.C.2'

M_.H.G.PERY. BENTLEYS SECOND PHRASE.

TELEX: 23816,

1 /f /
/// / {"/ /'(/ 27th November, 1972

1ea8

/\))
] (:\(‘ ! u\,

T understand that the new air service to the
Falklands had its inaugural flight last week and that
in future 1t will be operating weekly every Monday.

Michael Pery has therefore arranged reservations
for a party to fly out from Comodoro Rivadaria on
Monday 22nd January with the idea of retracing their
steps on Monday 5th February.

The party will consist of Michael Pery himself,
John Drew our Chief Chemist, and two Americans from
our competitors Kelco, in California.

The reason for the inclusion of the latter is
that they have had many years experience of mechanically
harvesting the same type of seaweed and we have persuaded
their masters that as they will have to end up by buying
alginates from us when the time comes that they are "top
weight" for local seaweed they had better start
cooperating at this early stage! I should perhaps
explain that between Kelco and ourselves we manufacture
three-quarters of the world's production of alginates.

continued...
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Michael Pery will be able to give you first-hand

information about cur progress and plans,

together

with some sort of timetable of future developments.

In the meantime the development of our process
for Manufacturing calcium alginate at Port Stanley is

proceeding according to

plan - but you will have received

first-hand news from Gooch by now about this.

E.G.Lewis Esg., O.B.E, C
Governcr of the Falkland
Government House,

Port Stanley,

Falkland Islands,

South Atlantic.
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coM/29/2C .7 December 1972

R R Merton Esg

Alginate Industries Ltd
22 Henrietta Streect
London WC2& 8NB

Dear Mr Merton

Many thanks for your letter of 27 November and it was good news
to hear that Michael Pery and his party will be coming out

in January. I look forward to discussing with him plans

for the future development of the company's activities.

The new air service is already settling down and by January
the scheduled service should be operating efficiently - it is
now, in fact, but the booking procedures allow something to
be desired! Still at last we have a field and the money for
the main airfield so we are getting along.

Yours sincerely

T & LEYIS



° ALGINATE INDUSTRIES

LIMITED

'\;ngc&:%iw. il i 2 BOX 214, PORLSJ?SLAE¥L:£_H(CLAND ISLANDS,

Managin
R. CAMPHER PRESTON, }Dl:mgg,,f ,/ % B HEAD OFFICE:
A. C. W. NORMAN. 0.B.E.
R H.
D.L.
THE

] 22, HENRIETTA STREET,
McDOWELL 4. ’ LONDON, W.C.2.
AL ENGLAND
RT. HON THE VISCOUNT
STUART OF FINDHOEN,
P H ;
F. L. G. GRIFFITH.JONES 3rd ,anugry,19+3
M. H. C. PERY

Hed o = G Lewnis —-s50, Cuiu,ubu,
sovernment House,
Stantey,

Your .xcellencya

une of the company directors of alginate industries Ltd,
m il U rery who 1s known to you will be vaisiting the ralklands for a
short stay arriving on the plane service of the 22nd inst, He will be accomp-
anied by mr ,ohn Drew who is the company's chief chemist,and two technigians in
the field of kelp harvesting in which activity they areengaged in the uSa,

the .ion,

As this 1s the season of movement in the Antarctic,and it is
possible that your excellency may be absent in one of the vessels currently
in these waters,1 am writing in order that mr rery may be able to adjust his
visit accordingly as i know that one of the objects of his visit is a consult-
ation with you concerning the development of the A 1 L projecta

1 apologise for not having communicated this information earlier,
but trust that any alteration will be willingily made on our side to suit your
service obligations and convenience,

+ have the honour to remain Sir,

Your most onedlent servant,

1968

7T UELND ARALD TO SEATRY



S S

T4

¢ ALGINATE INDUSTRIES

k¢ (= [o)

DIRECTORS®
W.R.MERTON. Chairman.
R. R.MERTON. Henagirg

-

R. CAMPBELL-PRESTON
Ol J Oirectors

A.C.W.NORMAN,OBE.

R.H.MCDOWELL,

D.L.RANKES,

E.L.G.GRIFFITH-JONES, d
M.H.C.PERY. s

22, HENRIETTA STREET, LONDON, WGZ2E 8NB

The help and assistance of the
Foreign Office is sought with regard to
the attached proposal with a view to
obtaining the approval of all parties
interested, i.e. the Government of the
Falkland Islands, the Bank of England

and the Revenue Authorities.
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TELEPHONE.

01-9836 ©451f4,

01-836 0l42/3.
TELEQRAMS:

“ALGINATES.
LONDON.W C 2"

CABLES:

"ALGINATES, LONDON.W.C.2""
BENTLEYS SECOND PHRASE.
TELEX: 23816.
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Proposal for a Special Tax Agreement between
Alginate Industries Limited and the
Government of the Falkland Islands

with regard to
the establishment of an Alginate Industry at
Port Stanley

Chbject

To enable the Company to recoup over 10 years the
Capital Expenditure involved, whilst at the same time
contributing to the revenue of the Falkland Islands.

Method

AIL forms a wholly cwned subsidiary company
registered in the Falkland Islands which borrows
capital under guarantee from AIL, invests it in
assets as required and in arriving at the cost of
operation includes for each of 10 successive years
a figure for depreciation equal to 20% cof Capital
Expenditure. This involves special tax legislation
on the part of the Falkland Islands Government by
which i1t grants the industry an Investment Allowance
of 100%.

Production is then sold to Alginate Industries at
cost plus 10% by way of profit, the tax on which
accrues to the Falkland Islands.

Reasons why it is hoped that the proposal
will be favourably received.

The proposal is certainly in the interests of
the Falkland Islands and hence is likely to be
approved by the Foreign Office.

So far as the Revenue Authorities are concerned
there already exists a double taxation agreement
between the U.K. and the Falkland Islands which
provides for reciprocal treatment.

There is also a precedent inthe U.K. for granting

Investment Allowances by means of which it is permitted
to depreciate more than the cost of Capital Expenditure.

continued...
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It has moreover been ascertained by discussion
with the Overseas Income Tax Office that sc far as
profits arising from "cost plus" transactions between
parent and subsidiary companies are concerned, their
attitude can be summed up as one of acceptance of
what can be shown to be '"reasonable".

It is submitted that what is considered "reasonable"
must depend upon such matters as the risks involved
e.g. that of expropriation in the event of change in
sovereignty etc., and the "second hand wvalue" in the
event of failure of the project and hence that the
100% Investment Allowance proposed should be accepted
by the U.K. Inland Revenue as an item of cost along
with the 10% profit.

Moreover the anticipated cost of production arising
from the above proposals is of the same order as the
cost of comparable material manufactured by AIL in
Scotland, although inevitably it must cost somewhat
more in view of the remoteness of the location.

It is because it is believed that seaweed supplies
in the Northern Hemisphere will soon be fully utilised
that it is necessary to seek extra production in the
Southern Hemisphere even though the cost will be higher.

There already exists a precedent for the Falkland
Island Government to pass special tax legislation in

the case of an individual industry - the whaling
industry. ;

RRM/mba
20.11.72

r
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We would like the Falkland Islands Government to
grant our daughter company in the Falklands a 100%
Investment Allowance which will cost the Falkland Islands

Government nothing because we are proposing to work on a
"cost plus" basis.

There is, however, no point in this if the U.K.
Revenue Authorities are going to "negative" this advantage

by means of disallowing the notional charge invelved in
the mother company's accounts.

The production - calcium alginate ~ is not an
article of commerce so that it is not easy to determine
an“arm's length"price, between daughter and mother
company. However, in view of the hazardecus nature of

the adventure, we must arrive at an agreed formula
before embarking on the project.

Our proposed formula is cost including 100%

Investment Allowances spread over 10 years, plus 10%
profit. i

It is possible for you;

to help us persuade the Falkland Islands
Government to pass the necessary legislation.

to help us to obtain the U.K. Inland Revenue's
agreement in principle to our formula.

RRM/mba
P K iy S
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Overseas Teiegraphic Address:
CoLINTAX, LONDAON, S, W.I,

TELEPIONE:
Sroane 0300 & 0309

Commuanleailong to be addressed (o
the Officlal Represeniative, quoting
the reference below,

Reference M /GBR/IFS

|
|
| Your Reference

London, W.C.2.

The Chief Accountant,
| Alginate Industries Ltd.,
‘ 22, Henrietta Street,

Dear Sir,

"reasonable",

tol_ make .

1 S o8

', - /)(;‘
D THE OVERSEAS TERRITORIES A
S INCOME TAX OFFICE,
. 26, GROSVENOR GARDENS, e

LONDON, S.W.1

2nd July, 19.69:.

I refer to the meeting with Mr. Comben on 3rd June, 1969.

| I have now had a ocommunication from the United Kingdom
| ' Inland Revenue and am conveying its contents herein as promised,

The United Kinglom Inland Revenue have no objection in
principle to granting credit for coverseas tax that has been

| charged on profits calculated as a percentags of turnover or
(E:j ¢ production costs.

It is pointed out “hat the taxation of industrial or
commercial profits is governed by Article 3.of the Double Taxation
Agreement between the U.X. and Falkland Islands which ellows the
Islands to tex the industrial or commercial profits of a U.K.

I L enterprise if thore is a permanent establishment in the Islends,
: but only to the extent that these profits are attributable to that
permanent establishment. Article 3(3) says that there shall be
attributed to a permanent esteblishment in one country the profits
s & it might be expected to derive from its activities in that country

¥ : if it was trading &t arms-length with the enterprise of which it is
a permanent establishment,

i The United Kingdom Inland Revenue will be prepared to give
N : credit for tax charged on the basis of 1(f% of production costs

if.this can be shown to be a reasonable figure in the light of the
provisions in Article 3.

<E) The matter rests, therafore, on your demonstrating that 10% is

On this, of course, you have already the precedent in

the ocase of the Irish Company which you mentioned at the interview.

4 I shall be glad to have any further observations that you wish

Yours faithfully, &

.

ﬁza;wf/r/ :

G. E. Hyde

for Official Representative
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/7// /g i / /f}" BONFIDENTIAL f/(x /
Foreign and Commonwealth Office
London SW1
Telephone 01-
His Excellency Yoaur reference
Mr £ G Lewis CNMNG OBE
Governor and Commander-in-Chief Our reference HWE /2
FATKLAND ISLANDS
Date 12 December 1972

ALGINATE INDUSTRIES LTD

1L Further to my letter of 10 Noverber I now enclose a copy
of a paper which Merton has sent to Ir Kershaw. I have
discussed this with lerton in detail, and he has coniirmed
that the special tax arrangerents he is now seeking are in
addition to the financial aid for which he is still hoping.

I have reiterated again that unless specilal arrangements are
made, any aid from the present Falklands allocation is

likely to be minimal.

2 Mickey Pery of AIL is visiting you in January/February
of next year and will discuss the whole matter with you.
Merton apprecistes that Ilr Kershaw will be unaole to send him
a substantive reply until you heve had time to comment. Waen
you have done so, we will pursue further The UK tax implica-
+ llomsa L sl SEh s eonmection Iealsosatach  ascopmeaf Sei'c tter
CTITC have sent to AIL.

Thss tuss

Q’QM VI

West Indian and Atlantic
Department

Enc

CCNIIDENTT AL

“ {
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24 ALGINATE INDUSTRIES
P, o ﬂ5/f LI MITED
x o 120, GEORGE STRE, OBAN, ARGYLLSHIRE. ::Nm::

W. R. MERTON, Chairman.

IR -
. CAMPBELLPRESTON, }g“"“ﬂ'"g
O8.E, mC, J Directors.
. C. W. NORMAN, O.B.E.
. H. McDOWELL
L. BANKES.
L. G. GRIFFITH-JONES 22 HENRIETTA STREET

M H C PERY LONDON, WC2E 8NB

HEAD OFACE

rPD e

29th December, 1972,

LG R eavits s Gl M G L (e T
Governor of the TFallland Islands,
Government llouse,

Port Stanlew,

'nlkland Islands,

South Atlantic,

Dear Governor,

You will have received Mi'. Xerton'!s letter of 27th Hovembeor
cxnlainine that I shall be visitine Stanley from 22nd Januesry to 5th
TFebruary cccompanicd by John Drew, our Chief Chemist, nnd two »enresentatives
from the Keleco Cornoration of San Diero - Messrs. Conner and latton,

T think it minht be helpful if I started by owtlinin~ our
tentative pro~ramme for the next ihree years:-

Janss! 76 Visit by M. Pery, J. Drew, and Helco Renresentatives.
Pilot Plant for new process arvives,

Mareh '75 Pilot Mlant commiasioned on Stanlev Site.

OQt/Nov 173 Chicf Bnaincer visits Falkland Islands with Consultants
to prennre nlans for main plant on Camber Site, Dam,
fipeline, £ffluent discharse, Power Sunply, ete.

Anril/ihy' irect lareer Tilot Plant on Camber Site (probahly onc unit
17, of cach stage of final production plnnt).

Oct/Nov 74 Start engincering work for main production plant (site
prencration, Dam, Pipeline, etc.s

April/May Start creection of main nroduction unit (2,500 tons ner year),
'75
Darly '76, Commence full scale production on Camber Site.

WWhether or not this vrorramae is expanded over a lonser neriod
will of course dencnd upon the continued srowth of the World demand for
Alwinntes and the solution of problems associnted with providing the
nececssary finance, However, we.-have everyv hope that this prooraime should
be achieved and at present the srowth in our Sales is most encouracine,

i

!
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. The points whiech I should like to discuss during wy visit 5
with the aanropriate neonle concerned are as follows:-— le
4
f I , . : < :
1.¥ Drection of Darrage across blurrell River at the Narrows !
to the N.W. .of llearnden Vater. _F rh W"('
/ '?.;G’ l‘l o
2.V  Use of Cambér Site and nrovision of alternative accommodation

for Stores at »resent held in the "Coalsheds",

3.L// Possible purchase of Stanley Generatine Lguipment at nresent
being replaced,

h.l// frel 0il requirements by Government,BiS and others when
A L. L. leases one of the M0D Tuel Storage Tanks on the
Camber Site.

5.l// Provision of Capital and Taxation,

6, ¥ Staff and Labour Regquirements — how these will best be met.

‘)_//

7. ' Housing recuirements,
8. / Liaison over shippine requirements to and from the Falklands,

9. , Provision of temporary water sunnly to Camber Site prior to
V' full scale production.. 2.4l 4
IO.L//IPossibility of tying in major Civil Engineering and Construction
YWork with other proiects plamned by F,I, Government, IF,I.C, etc.

11, V/ Disposal of Effluent.
/
12. UV Availability and Ownershin of suitable supplies of sand.

13. / Vlayleave for water supply pipe from Murrell River to Camber Site.

Ycather permitting I hope that Mr, Conner and Mr. Illatton will be
able to carry out an aerial survey of the main Kelp Beds to the S.h, of
Stanley and study the harvesting conditions in selected Kelp Beds in
greater detail from the Sea,

I do not thinkt that the Barrace across the Estuwary of the Murrell
River would create any rreat problems as there is not intention to change
‘7 the leve]l and suitable fish ladders can be incorporated to satisfy the
requirements of the Fishermen. The proposed new process will refquire
larse quantities of fresh water and flow mecasurements of the Murrell River
indicate that it will he nceessary to have some reserve as an insurance
measure against prolongred gpells of dry weather,



e

I helieve yon will have heard from the Foreign Office
that Mr. lerton has had preliminary discussions with the Foreigsn
O0ffice and U,K, Governmant over measures desisned to arvanse finance
for Alrinate Industries in such a way as to benefit the Palkland
Islands Government by means of Taxation yet still nrove acceptable
to the Inland Revenue. I should very rmch anmreciate an onvortonity

to discuss these proposals with you personally in greater detail.

I atill have a vivid recollection of how helpful everyene
was durinr my previous visit in 1969 ~ albeit tinsed with memories of
several weks of acnte stiffness as a result of my adventures on

horsehaek T

I hone that this letter will he of some assistance, I have
sent & cony to Mr. Gooch and am much lookinm forward to seecino the

Falltlend Islands a~ain.

Yours sincerely,

M.ILC. Perv. e

S




CONI"IDENTIAL
Tel. No. 13 of 12th January, 1973.

From F.C,0, to PFalkland 1slands.

Alginate Tndustries Limited.

Your letter of 30th Novemer.

1% Merton has veen told orally that no money can be made
availaible from the Talklands Aid allocation and we are
confirning this in writing.

2 Merton has confirmed that the A,J.L, project in the
Talklands is indeed dependent on some form of financial
assistance nut we douct if he will begin to look elsewhere
for t his until rYery returns after discussions with you.

=5 B No douct you will discuss with Comben the special
tax proposals suocmitted oy A.X,L., and sent to you with our
letter of 12th December, Mr Kershaw will have to give
Merton his views acout these proposals in due course,

D UGLAS—-110ME




CONTTDENTIAL 15 LCD

@0 RoUTING FCO TBL NO 16 OF 15TH JANUARY

ALGINATES,

Nyt Lo

Yourtel No. 13.

T will discuss special tax proposals with Comben and will let

you have my views on these and the overall situation after/I

h_ve seen Pery

Lewis
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COLONY OF THE FALKLAND ISLANDS

An Ordinance
Further to amend the Income Tax
Ordinance

(date of commencement)

Enacted by the Legislature of the Colony of the Falkland Islands,
as follows:-

()

(2)

24

(a)

(b)

This Ordinance may be cited as the Income Tax (Amendment)
Ordinance 1973.

The provisions of this Ordinance shall have effect with
respect to tax chargeable for the year of assessment

commencing the 1lst day of Januzsry, 1973, and for all
subsequent years of assessment.

Section 9 (A) of the Income Tax Ordinance is amended:

by the redesignation of existing section 9(A) as
Section 9(A)(i) thereof; and

by the addition as Section 9(A)(ii) thereof of the
following: -

9.{A)(ii) The Govermor in Council may by order make such

provision (including without prejudice to the generality

of the foregoing the making of allowances or the granting
of rebates) by way of exception from the provisions of
this Ordinance as to him may seem appropriate in respect
of companies, resident in the Colony, engaged in the
production of alginate compounds.



THIZ INCOME TAX ORDINANCE

Order

(Under Section 9(A)(ii) of the Ordinance)

In the exercise of the powers conferred upon him by Section
9(A)(ii) of the Income Tax Ordinance, the Governor in Council has
been pleased to order as follows:-

Tioaa(c1)

(2)

2, ()

(2)

(3)

(%)

(5)

This Order may be cited as the Income Tax (Special
Allowances) Order, 1973,

The provisions of this Order shall have effect with
respect to expenditure incurred in the year of
assessment commencing on the l1lst day of January, 1973,
and in all subsequent years of assessment,

Subject to the provisions of this Order, where in

any year of assessment a company resident in the
Colony (in this Order called "the Claimant") incurs
capital expenditure of a type mentioned in sub-
section (2) of this Section, the claimant shall upon
making a claim to the Commissioner be entitled for
the purposes of income tax and profits tax to an
allowance (to be referred to as a "Special Investment
Allowance") for such year of assessment and the nine
succeeding years of assessment which in each such year
shall be of an amount equal to one tenth of the
expenditure in respect of which it is made.

A special investment allowance shall be made only in
respect of capital expenditure incurred for the
purposes of its trade by a claimant engaged in the
production of alginate compounds.

Where the amount of any special investment allowance

or allowances to which the claimant is entitled in

any year of assessment under the provisions of this

Order exceeds the chargeable income of the claimant

for that year, the amount of the excess shall be

carried forward without limit of time and set off

against the chargeable income of the claimant in succeeding
years of assessment,.

A claim for a special investment allowance shall have
annexed to it a certificate giving such particulars of
the purposes for which the assets représenting the
expenditure in respect of which the claim is made will

be used as will show that a special investment allowance
falls to be made.

The provisions of this Order are without prejudice to
the provisions of Section 11 of the Income Tax Ordinance,
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----------- POWER & ELECTRICAL DEPARTMENT,
* STANLEY,
FALKLAND ISLANDS.

Minutes of Mcetings held to discuss sgale oi surplus
gencroting niant and Future power suonply to slrinates Litde

Firat meeting held at Pover 3Stution on 3ist Jammary 4977, those
prerent Mr Perrcy and Nr Zooch for Alglnatesn, Mr Gutteridge on behalfl
of Talklond Isiznds Government.

n inspection of the operating plant was nade rollowe A
by an inspection of work in the nsa “over Itution.

Disecussionss then took pl ce conceraing estlmated pover
reouirements Tor tha main and Pinal nase alant.

dpn Perry mavse figurcs arevisusly o Qduc >d by his advisers
showing that an estinanted inatall*d canaclity of =,000 Kva.
Jould be recuired. Jr Guatteridge sugsested that an
exercise in costings might e done to comparas with thosce
previously given by the potential Supnlficrs ol the

1w e
Aled

plant. Phere wag 2o verdstion due to different fuel
eo5%3 helng used. from sstlmaies and tentative workings

ir cutterldge was of the opinion that the guestion of
whother Government mizht e able to supply the main plant
was worth further considerailien, oiiat is at an econoridcal
tarilf mutually benelicizl, ¥r Perrvy agrzed thai the
matter sinould be Leift open. deveral matlers concerning
gngincering were discuassesd, it then helng luchtime the
mesting was adjournad.

Tne meeting continued latter in the evening of that day at iir Gutteridge
House with ¥ > Zerry and dr Suttewridgs only being pressnt. EPHEYFE
i

Thers waz a brier recuapliulation ol tae mornings dizscunssion
noctly on engineering protloma, » Guiteridre 52id that

he wag advising Sovernment that vhie asking orice for the
existing »lant in boto, in wiitu, would be £15,000 and that
considereiion would be given to the sale oi' the two 196 Xw

Mirrlcees scis only at 27,500. ¥r Porry exaraagsed the
opinion that thilc appeared a fair flgurc. Lany other facto

ot FLﬂvPQl wmutual interest on the Weys and menns of plant

construction were discussed which (id not conesyn Government
e discussions finished zbout -+ alla

/.

/e, o/

ce. dr Pervy Algin atcs utd- Buwt,; & JfDe)t.
Phe Chief Seceretary “1

,.o JG.
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1st Februexry 1973

i Comben Pinoneial Secraetary

cc Chief Secretary
The ilon  Pery

You and I discussed with Mr Pery {this morning the taxation proposals
{ that Alginatea have put forward since it had become clear that we have
all been seriously misunderstanding them. I think ve have now got it
straightencd out.

e The proposal is that AIL should register a wholly ovmed subsidiary
company in the Colony to harvest kelp and nroduce calcium alginats and
sell 1§ to the parent company in UK, This subsidiary will have iis
central mannpenment and control in the Colony and will thus be resident in
the Ceolony for incoms tax purposss. Since the subsidiary will neither be
resident npor trading in the UK it <All not be subjeect to UK tax, and
since the parent will neither Ue resident nor trading in the Coleny it
171l not be subject to Colomy tax., No questicn of double taxatien rslief
arises thercfora.

e The problem then arises of the price at which the subsidiary is to
sell colcivm elginnte to its UK pavrent, sirnce there is no ascertainable
narket price. Tie higher the price of irancfer the greator tie profits
and tax of the subsidiary and the lower the profits and tex of AIL, It
is sugpested that the priece should be 10 per conbt abeve the cost of pro-
duction of caleium slginntésin the Colony, &&= The heart of the present
propossl is that the Colony should be asked to pass legislation allowing
the subslidiary for tax purposes to wrilte off its capitzal exzpenditure
twice, that is on a 1life of 10 years tc write ofif 10 per cert per annunm
&3 ordinary deprociaticn apd a further 10 per cend per anmn as an
incontive. The subsidiary would adopt these fizures for its own purposae.
The apparent cost of production of enleiun clginate would he inereasced
and the pirice at vhich it is to ho s0ld to the parent would also be
incressed, This would increase the subsidiary's Colony tax and decrensc
the parentfs UK tox.

L. The figures being projocted are that aboui &:2;‘; zillion would have

%o be boerrewed to buy capital cquipment, and tie cast of royalties,
weges, chomicais, power and interest in a yvar of full produciion

would bo aboud £ million,

1sis of these figures the Colory tax position would be as

5}

5. Qn the b

&

fellows:
a) with normal deprecietion -
produstion costs £1,000,C60
nornmel depreciction 250,000
Aot 21,250,000
sale at 110 per cent of costs £1, 375,000
prorit £125,000

~34h Colony income tax and profits tax at 40 por cont this would yield
4o OF 550,000,
b) with acdple depreciation:

production coats £1, 000,000
double depreciation . ..500,000
£1,500,000

anle at 1107 of coots 21,650,000
profit £450,000

@tniu would be £60,000 30 thet Colony would gain i1@,000 *=¥e
.J_lu v
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6. AIL will have to persuade the UK Inlond Reverme to scoept the higher
sale price arrived at by inoluding double depreciation in the costs
otherwige they will not get the benmefit in UK tax. They think they will
find it much casier to do this if the Inland Revenue czn be shown draft
legislation vhich the Colony is prepared to reconmend to the legislature
granting this double depr=eiation as an lnduconent to rew industry (even
though in faet the result of the inducement will be to maks them pay
higher Colomy %ax). If ALl oan show the actusd wording of the proposed
legislation to the Inlend Revenue the hypothetical element in the question
will be redvced to an cbsclute ninimume.

7e Ve zlse discussad the proposal that tie lcan vhich the Golony
subsidiary will presumably have to cbtain for its cepital ecuipment should
be undor & contract which is executad in the Colony end mede subject to
Colony luw wilth the object that such interest ean be shomm indisputably
to acerue in and e derdved from the Colony {seetion 5 of the Income Tex
Ordinance) sc that AIL will be subject to Colony %ox on the intsrast, I
could be assessed through the subsidiary o5 its agent. This device would
be of no advantase to the companies but if £2% milijon were borroved at

8 per cent, interest in the first year would be 220C,C00 and the Colony
would obtain £80,000 tax.

8, lir Pery asked waether inteorast paid on o mortgage to purchase a home
was aillowable deduetion for tax in the Colony. Ve had to tell him that
it was not, but wo saw no reason why it could not be made allowable as it
is in UK, This would help lir Pery with housing problems when he had to
bring out steff. If any legislation wore proposed I tThink we would have
to arrange thines go that o londer cutside the Colony was liable to tex
on the interess, while the borrower obtains o deduction,

%

|
=)
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MEMORANDUM Sy

........................... Date .3 February 1975 ..

Reference

From Mr J Comben iip Financial Secretary

cc Chief Secretary
Registrar General

Alginate Industries Limited

I am not very attracted by the draft legislation put forward by AIL' s
solicitors, mainly because it proposes a Colony Ordinance referring to
companies "engaged in the production of alginate compounds" and virtually
authorizes the Governor in Council to dispense with the law in any way that
seems %o him appropriate. The draft does not even say that the dispensation
must be in the company's favour.

25 I prefer the procedure usually adopted for pioneer industries claim-
ing a tax holiday. This is,

(a) the company makes application in specified form;

(b) government vets the application, and

(c) the relief is granted by a specific order naming
that company.

3. If we follow this procedure we need an addition to Section I1, Income
Tax Ordinance, enabling the Governor in Council to make Orders covering the
procedure as a whole and also Orders granting relief %o the named company.
This will tie up with our proposals to re-write Section I71 providing
statutory rates of depreciation but, for the sale of clarity, we had better
take it a stage at a time and assume that Section 171 stays =g it is.

L., On this basis I suggest we want two further subssctions to Section 11
on the following lines:

{(2) The Governor in Council may, where he is satisfied that
it would be in the economic interests of the Colony to do so,
make an Order authorizing an additional deduction {(not exceed-
ing in amount the deduction permitted by subsection (1)) to

be made in computing the chargeable income of any such persen
who has made application under this subsection and may pres-
cribe in such Order the conditions upon which such deduction
nay be made.

(3) The Governor in Council may by Order make rules specify-
ing the persons who may make application under subsection (2N
the procedure to be fcllowed and the information to be
supplied.

Ha We may then assume that ATL's local subsidiary has made an application
under the Order made under subsection (3), that the application has been
accepted and that the Governor in Council is about to make an Order under
subsection (2) granting the relief to that company by name. It seems to

me essential that the Order should lay dowvm the prime condition of granting
the relief for any year, i.e. that the company has scld its product during
that yeer at 10 per cent over cost, such cost to include double depreciation.
It might also include the general condition thet any agreement under which
the company borrows money shall be executed in and be subject tc the laws

of the Colony, with a view to ensuring that interest on such money is income
"aeeruing in or derived from" the Colony and thus subject to Colony Income

tax.
G
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R R Merton Lsq

Alginute Industries Ltd

22 llenrietta Jtreet

LONDON \iC2 25 January 1973

FALKLAND ISLANDS PROJECT

Thank you for youvr letter of 5 January enclosing coples of «
record of' our telephone conversation on the previous day.

I would like to clarify one small point 1n the record, Thu
tax suggestions submitted by you to My Kershew were duly sent to
the Governor, who has now coniirmed that he 1s discussing them wi-

lir Comben, the fiscal expert who is in the lsliands at the moment,

I must also point out that increuzsed taxatlon proposals will
not necesgearily result from !“r Comwen's visit, even though ths
present high prices for wool should give a Tillip to the economy
arid to the rsvenuee of the Falkland lslands Government,

The Qovernor has elso confirned that no funde from the Falkl:
Islands aid allocntion can be wade avallable to support your
project, As wus indicated to you by Colonel Gordon, it 1s posci.
in certuin clreuastences, to supplement funds made avallable Lrc.
a territorial aid zllocaticvn for a partlcular project should tnin
be considered desirable; but as no funds are evailable for your
project from the Colony's territorial allocation the gqueation of
supplementation docs not arise. In arny casae, it looks as 1if the
ald allocation approved for the PFPalklands, even 1f supplemented b,
any centrally~hcld funds which could be made avellable would stil:
tall well short of the auditional investment capitel which your
firm appears to require.

I suggest that we should now awalt lMr Pery's return, and ti:
Governor's reaction to your tnx pronosnls, when Yr Kershaw shoul.d
ba in a position to 1mnly Lo your letter of 21 November,

D 4 F Hall
V/est Indian and
Atlantie Department

Sllent Copies:

HE Mr E G Lewis CMG OBk
Governor and Command.: in Chief
Falkland Islands

Mr K P 0'Sullivan X 195
Colonel W HL Gordon E 601 O0DA
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FH BRANSFIELD

TO STANLEY CFFICE

Bo/112/73  S/31/13A PLEASE INFORM GOVERNCR THAT IF A FIRM

OFFER 1S EADE WE PROPCSE TC ACCEPT IT AS ONE HALF NOT BEEN

ARGENTINES

FORTHCONING FROM BEETS. YOU CAN THEN INFORM LONDOMN THAT IT HAS
*fiLcSmﬁT'ES ]

DEEN CONE AMD THAT WE PROPCOSE TO SECLLL TO UPIUU XJSTT YGUPY,

SO TUAT NERC CAN BE INFORMED. DO NOT ANTICIPATE AMY DIFFICULTIES

FROM THIS SOURCE 8UT ALL THIS MUST DE DCNE DBEFORE ACCEPTANCE

CF AN OFFER CAN BE 1ADE.

DRG/HHMOYG

COLs BGLTS UPLHI KJSPT YGUPY WEBE




"‘}‘ BRITISH ANTARCTIC SURVEY W‘t,‘“‘z@;
FALKLAND ISLANDS e

= B 007 SENT Pl
Number 2 ' PRIORITY Date 1.2.73 Time 19007

FM sTArTEY OFFICE
Jo KMASTER BRANSFTIEID
NFO
e Y L A=)
S}Z%EA-MFO D %’: GIPFS. URFIH A.IS‘I‘TE vmfv VERY ]IWERE‘STED 17 PURCHASE OF
Fd
OB KooXU nmw AR#AY  SUGGESTING TEI@‘H TESS sm NEGESSARY TO COMPLETE

WORK ON BUILDTNG. DO WE TAKE IT

, IF SO WILL IT BE THROUGH STANLEY OR LONDON=
RDC/ -

Time
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@. GOVERNMENT TELEGRAPH SERVICE

FALKLAND ISLANDS

SENT

Number Office of Origin Words Handed in at Date

To
BRANSFETLD FOR GIPP3 FROM GOV RNOR

Copy to London for Sloman,

YOUR BD/112/73 S/31/13A of 2 February: STANLYY HOUSING

1, This offer was made by Michael Pery of Alginates

aftor discussion with me on housing needs if as we bope
operation gets under way, Alginates are thinking in

terms of labour force of 70 so that there will be a contingent
demand for exceutive housing,

2, I would prefer sale to Alpinates as offer from other
source would have political implications and I consider

figure quotad is fair,

3% T am copying this tel to 8ill Sloman with whom I

discussed gencral problem when he was in Stanley.

Time
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® GOVERNMENT TELEGRAPH SERVICE

FALKLAND ISLANDS

SENT

Number Office of Origin Words Handed in at Date

3.2.73

To
BRANSFEILD FOR GIPPS FROM GOVIRNOR

Copy to London for Sloman.

YOUR BD/112/73 S/31/13A of 2 February: STANLIY HOUSING

ilo This offer was made by Michael Pery of Alginates

after discussion with me on housing needs if as we hope
operation gets under vay, Alginates are thinking in

terms of labour force of 70 so that there will be a contingent
demand for executive housing.

2. I would prefer sale to Alginates as offer from other
source would have political implications and I comnsider

figure quoted is fair,

S i I am copying this tel to Bill Sloman with whom I

discussed general problem when he was in Stanley.

Time
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CONFIDENTIAL
EXECUTIVE COUNCIL

i S

ATLGINATE INDUSTRIDLS LIMITED
.I_ N 'u' A4 |"JT1"J.._.-K;I J i -Ol.‘f lTN-CTE

Alginate Industries are proposing to register
a wholly owned subsidiary compeny in the Colony to
harvest kelp and produce calcium alginate and sell
it to the parent company in the United Kingdom, The
subsidiary will be resident in the Colony for income
tax purposes. The subsidiary will not be subjecw
to U.K. tax and the parent will not be subject to
Colony tax.

2. It is suggested that the price at which the
subsidiary is to 8ell calcium alsinate to its U.X.
garent should be 10% above the cost of producing it,
The higher the price of transfer the greater the
profit and tax of the svbgidiary.

3. Government has bheen asked to consider passing
legislation allowing the subsidiary for tax purposes
to write off its capital expenditure twice, that is
on a life of ten years to write off 10% per annum as
ordinsry depreciation and a further 10% per annum as
an incentive. The apparent cost of production of
calcium alginate would be increased. This would
increase the subsidiary's Colony Tax and decrease the
parent's U,K. %ax.

4. Alginate Industires need %o persuade the
United Kingdom Inland Revernue to accept the highex
sale price arrived at by including double depreciation
in the cos%s otherwise they will not get the benefit
in United Fingdom tax. They think they will find it
much easier to do this if the Inland Revenue can be
shown draft lesgislation granting this double deprec-
iaticn as an inducement to new industry (even though
in fact the result of the inducement will be to male
them pay higher Colony tax),

5. It is considered that if Alzinate Industries
Ltd. can show the actual wording of the proposed
legislation to the Inland Revenue the hypothetical
element will be reduced,.

6. Mr, Comben has sugmested that the following

{5 1)

procedure should be adopted:-
i, the company make application in specified
form.
ii, Government vets the apnlication, and

iii., the relief is granted by a specific order
naming the company,




Title

Date of
compencemnent

Enacting clause

Short title and
commencement

Amendment of
section 11.
=i 520

A Bill
EBIE
ALn Ordinance
Further to ameund the Income Tax Ordinance

No, 1973

( )
BE IT ENACTED by the Legislature of

the Colony of the Falkland Islands, as
follows =-

1. (1) Thus Ordinance may be cited
as the Income Tax (Amendment) Ordinance,
1973.

(2) The provisions of this
Ordinance shall have effect with respect
to tax chargeable for the year of
assessment commencing on the day of

197 , and for all subseg-
uent years of assessment.

R cler e i N lore S e G me N THedE
Ordinance is amended by -

(a) being renumbered (1) thereof; and

(b) adding the following new sub-
sactions -

"(2) The Governor in Council may,
where he is satisfied that it would be
in the economic interests of the Colony
to do so, make an Order authorising an
additional deduction (not exceeding in
amount the deduction permitted oy
subsecvion (1)) to be made in computing
the chargeable income of any such
person who has made application under
this subsection and may prescribe in
such Order the conditions upon which
guch deduction may be made.

(3) The Governor in Council may
by Order make rules specifying the
persons who make application under
subsection (2), the procedure to be
folloved and the information to be
supplied, ™

Objects and Reasons

To provide the Governor in Council
with the power to authorize additional
capital allowances in cases where he
is satisfied that such allowances are
in the economic interests of the Colony
and to empower the Governor to specify
the persons making such apoplications
and the procedare to be followed and the
informatcion to be supplied.




28 February 1973

The Hon Michael Pery
Alginate Industries Ltd
120 George Street

Oban

Argyllshire

SCOTLAND

Dear Mr Pery

Thank you for your letter of 7 February written from DBuenos

Aires and I am glad you feel that all went reasonably well during

your stay in the Falklands; certainly as far as we were concerned
we enjoyed having you and your American colleapgues in the Islands

so that we could discuss the current positiomn.

I am glad that you are making a bid for the B\S hostel as T
think it is a good buy. The TSRO houses as they come available
should also be a useful investment for the future. T will be
in touch with you again shortly about the proposed draft
legisiation to amend our tax lawa and will let you know the
position.

My regards to Ralph Mecrton.

Yours sincerely

B G LEWVTIS
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UNCLASSIIIED

D G T Hall Zsqg MB% 2 March 1973
Yest Indian & Atlantic Depariment
FCO, London SW1

ALGINATEZ TNDUSTRT®S LTD

1% fould you please refer to your lettar of 25 January addressed
to Mr Ralph Merton, Chairman of Alginate Tndustrincs Lid.

2 The visit of Mr Tery and his 2 ‘merican colleagues {rom
Kelco went off vary well and we managed to deal with a host
of technical and administrative mattors the details of which
I will not go into in this letter; it is sufficient to say
that none of these problems caused us too nuch difficulty.
Also it was the opinion of both Mr Pery and the 2 Americans
(who incidentally were looking at the harvesting techniques
required Tor the collection of the kelp) that there are
sufficient reserves of kelp in our wvaters to support a viable
industry.

3 The real crux of the talks of course concentrated around
the tax proposals and we were fortunate in having with us Mr

Comben whose advice o these matters was_invaluable. I am
enclosing a copy of the Sxeccutive Council memorandum which was

considered yesterday and approved by the Council and I think
this will give Alginates the lever they need in their negotiations
with the Tnland Revenue Department and will also help them when
the time comes to raise capital in the City.

L, Mr Pery, when questioned by me, confirmed that if something
on the above lines was agreed to by the Inland Revenue Department
then Alginates would not be looking for additional development
capital from HMG.

2. In regard to royalty payments the manufacture of calcium
alginates will mean that we will have to know exactly the

quantity of kdp going into the production of the product, ana
we are in touch with Mr Pery on this point.

Zne 1 £ G LEVIS
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“ EXTRACT FROM MINUTES OF EXECUTIVE COUNCIL MREETING NO. 2/73

HELD ON 1ST MARCH, 1973

comM/29/2 ¢ 7. ALGINATE INDUSTRIES LIMITED - INVESTMENT ALLOYANCE
(Memo 3/73)

A sugcested amendment to the Income Tax Ordinance
(Cap 32), which would provide the Governor in Council
with the power to authorise additional capital
allowances in cases where he was satisfied that such
allowances were in the economic interests of the Colony,
and would also empower him to make rules setting out
the procedure to be followed when such additional
allewances are claimed, was debated.

Council advised that the bill showld be remiticd
to the Legislature whenever it becane avparent‘tﬁét
the United Kingdom Department of Inland Revenuc would
accept the write~off of double depreciation on %4ae
part of a locally registered subsidiary company &as
an item for relief from United Kingdom Income Tax for
a United Kingdom registered parent company.

BN

CLERK TO COUY¥LIL
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1 ANGROVE HOUSE
GOL DSMITH AVENUE
CROWBOROUGH
SUSSEX

15¢r Maren 1475
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"Ny i;pﬁt >r bell raug a da;/,f/tWU ara ax¢ my wife, who
d s St :red G wiln A gmrcel ol Lensiopers!' fii;d. 1 was surcrised to ftind
ha noven time nad passed for the AES to have arrlveq/thn the .05l and wes reminded thet

5 L Y e el . -~ .
ought to have w ren to «0u vel'ore tnis, The trute’is tnat I have pDeen very busy. A
3 ) ' ) -~ R 1 s L 3 ]
great cesl of the work o#s veen over tne afrairs )}/A¢g1nanes and 1'd oet'er start with an
interim report on trgprd ;

A

have beer to London itwice Lo see Halph derion, ore of the managing directors, and
we have waded throuizh a saze of Uigures, The only tning I reel toleraoly certain apout at
tne moment 1is tnal they nave acandoned Lne schewe tnal was velng discussed when 1 was with
you = I mear the scheme by wnicn you would promulgate legislation to give them .louble
depreciation for rl tax gurpuses and their K1 supsiciary would adopt this legisiation to
inflate its owu c.sts and tnus Lne price (on a cost plus 10 pe:r cent pacis) at wrich it
sold to AIL in Jr. &ou may xnow thet I was never very optimistic avout tne prospects of
convineing the lIniand deverue 1in tne JK tnat such =z trarnsfer urice was genuine tut the
scheme has u.timately fallen (osn op Lne necessit; ‘net the FI subiidiary shouid not be
resident in the Uk. [ it were so resiuent its prorits would become liavie to UR tax
and no advantage would ve ovtained {rom inf'lating tne trarsfer price. HKesidence, as you
know, is equated w.th "central msuagemsent and controi" ana I have said that no one 1s ever
going to believe that tne management f tnis group is located anywhere put in London. This
largely arises f'rom the nat re oif the trade. The *1 company would be maxing Cadlpg to be
sent to UK to be tur:ed into tie various f'inal prouucsts and merketed., Ubviously Fl1 decis=
ions would oe taken ir tne lignt of varying ouilets and world markets anc could only be
determined vy the sirectors in London. Any such deviee as & Stanley poard which neld
occasionai meetings in tne Lunge ol the Joland Goose would oe a noliow snam since 1ts
gecisions would ve dictatea to it from UK. Mer:on accepts tas and nas given up the double
depreciation s he.e.

e are now looklng ror ar slternst:ve tnpal wil: give the compeny & tax advarntage
without i1oss to the reverues ol tne Fi overarent. [ meniion-u Lo vou tre possibility of
giving them a tax noliaay on profits in excnatwe I0r liability to tax on .ntersat paid
put it is beginning to look as if il mignt ve very d:tticuit to contrive tnis 30 that both
parties penerit. we snrull go on lodxin: at iigures and 1 wiil re ort aguin,

——

ra L
Now one or two mtrscellaneous items, :

Depreciatipfi, Do you want to amerd bection 11 either to pr¢scribe siatutory rates
of deprgzgzzioglor to autherise the G/in C to do so oy Urder? ;y/any event I think you //
ovegnt to repeal (c) of Lection 1013 ‘h.s is confined to olend and mzoninery wiichn haf
pecome obsafete and is oeineg rejla?éu. It snould be replace%/by & modern PFOViSi'Z/giving
a balancidg sllowance or imposin-/a balarcing cnarge. As I sentioned, it may be af importe
ance whén the Larwin is solu.

z/ Losses. Uo you agree thal the Lime pas come to Anend bgction 13 to rexdove the
R ) S /

W
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UNCLASSIFIED
com/29/2¢ 21 March 1973

DG Hall Tsq MBE
Vest Tndian & Atlantic Department
FCO, London SW1

ALGINATZE INDUSTRIES LTD

1, With reference to my letter of 2 March, T set out below
an extract from a letter which has been reccived by the
I"inancial Secretary from Mr Comben:

"T have been to London twice to see Ralph Merton, one

of the managing directors, and we have waded through a
maze of figures, The only thing I feel tolerably
certain about at the moment is that they have abandoned
the scheme that was being discussed when I was with you -
I mean the scheme by which you would promulgate
Jegislation to give them double depreciation for FI tax
purposes and their FI subsidiary would adopt this
legislation to inflate its own costs and thus the price
(on a cost plus 10 per cent basis) at which it sold to

ATL in UK. You may know that I was never very optimistic
about the prospects of convincing the Inland Revenue in
the UK that such a transfer price was genuine but the
scheme has ultimately fallen down on the necessity that
the FI subsidiary should not be resident in the UK,

If it were so resident its profits would become liable

to UK tax and no advantage would be obtained from inflating
the transfer price, Residence, as you know, is equated
with 'central management and control! and I have said that
no one is ever going to believe that the management of
this group is located anywhere but in London. This
largely arises from the nature of the trade. The FT
company would be making CaAlg to be sent te UK to be
turned into the warious final products and marketed,
Obviously FI decisions would be taken in the light of
varying outlets and world markets and could only be
determined by the directors in London, Any such device
as a Stanley bogrd which held occasional meetings in the
lounge of the Upland Goose would be a hollow sham since

its decisions would be dictated to it from UK, Merton
accepts this and has given up the double deprcciation
schame.

"We are now looking for an alternative that will give the
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company a tax advantage without loss to the revenues of
the FI government. I mentioned to you the possibility
of giving them a tax holiday on profits in exchange for
liability to tax on intercst paid but it is beginning to
look as if it might be very difficult to contrive this
so that both parties benefit. We shall go on looking
at figues and T will report again."

The above is disappointing after all the work we put in

here during the visit of Mr Pery but no doubt Ralph Merton

will come up with another scheme in due courso.

T G LEYIS



ALGINATE INDUSTRIES

LI M1 T ETD

‘ 120, GEORGE STREET, OBAMN, ARGYLLSHIRE. TELEPHONE:
OBAM 2054,
DIRE! LT
W. R. ...ERTON, Chairman.
R. R. MERTON =
R. CAMPBELL-PRESTON, }g‘j:;g"’;g A
O.B.E, M.C. Vi

A. C. W. NORMAN, O.BE. ' /,r AR
R.H. MCDOWELI. I”
A 22 HENRIETTA STREET
FLG R TH-IONES fes oo el

REGISTERED IN ENGLAND (Na. 285573)
REGISTERED OIFICE 22 HERRIETTA STREET, LONDON, W/G2E BiNE

H.C. PERY. / /Vb

16th March, 1973,

E, G. Lewis,Esq.,, C,M.G,, 0.B.E,,
Governor of the Falkland Islands,
Government House,

Stanley,

Falkl,nd Islands,

South Atlantic,

Dear Governor,

Thank you for your letter of 28th February.

Since my return we have all been working hard at
the Falkland Islands project and it has now become clear that
the capital sume involved are even larger than we had anticipated.

You will by now no doubt have heard from Mr, Comben
that as a result of the two meetings that we have had in London,
we are now exploring various other possibilities in addition
to the double depreciation approach which I outlined during my
visit,

Ralph Merton is at present in Japan and when he
returns at the beginning of April, we shall be having further
discussions with Mr, Comhen and hope to he able to let you know

the outcome during April,

Yours sincerely,

M,H,C, Pery.
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f_"H 3rd March 1973

I have been home for a fortnight and the
scent of peat smoke (as well as of cooking mutton) seems a long
way off. I said good-bye to Harold in B.A. but the last news I
had from the Embassy was that he was sitting with well-concealed
impatience on Ezeiza airport waiting f'or yet another aeroplane
that had been delayed. 1've since heard from him in the BVI but
I do not know what pains he suftered to get there.

I would have writien bef'ore but have been immersed in work,
If this is retirement I'm not sure that I can stand the pace,
I had a pretty good accumulation of post waiting for me, I've
got another job from the FCO (drafting legislation which I do
at home) and Alginates have been hanging on my coat—tails. After
several phone calls I spent most of yesterday with Ralph Merton,
a managing director,and I am due to see him and Mickey Pery
next wednesday.

Merton's line is that they have only been able to succeed
so far because Scotland is a "development area" in which they
get special tax concessions and that he won't go to the Falklands
unless he can get tax concessions there. This cannot be true
because he is mad keen to go. In fact he showed me a fifteen
year projection (in great secrecy to which I also bind you)
based on the assumption that they will soon reach a limit to
kelp cropping in the northern hemisphere and will only be able to
continue to expand if they use your seaweed, These figures
prophesied that at the end of fifteen years their output fraom
FI would be substantially greater thak their total cutput now
and that they would have invested about £9 milliom in the Colony.
So I don't see how they can afford not to go, But we are trying
to exploit the double taxation arrangements so as to give them
a benefit without any cost to the Colony revenues and if we can
do that there should be a plenitude of goodwill on both sides. I
will make a full report when I think we are getting somewhere,

I have not yet seen alistair Sloggie's friendabout
commemorative coins. Instead I wrote to the Mint, thinking I
would like to be armed with something off'icial before exposing
myself to the business world. The Mint hasn't replied yet.

' I must say I thoroughly enjoyed being with you. Flease
give my regards to anyone you see who helped to make the visit
so pleasant - H.E. and Mrs,Lewis, Harcld (I shall be writing
to him), the Ashmores,the Millers, the Kings, Ted Butteridge,
willie Bowles and many others, And I hope you spirits are
keeping up.
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29 March 1973

The Hon Michael TPery
Alginate Inhdustries Ltd
120 George Street

Oban

Argyllshire

SCOTLAND

Dear Mr Pery

Thank you for your letter of 16 March giving me the latest
state of play on the negotiations you are carrying on in
London. 7e have now heard from lir Comben and itfclear from
his letter that it is mot going to be easy to find a formula
which will satisfy everyone concerned - it never is!

However, T am glad to hear that you are looking at wvarious
other possibilities in addition to the double taxation approach
and T look forward to receiving your next letter giving me the
latest newvs,

In the meantime, as promised in my letter of 28 February I
thought you would like to know that Zxecutive Council approved
in principle the draft legislation to amend our Income Tax
Ominance - 3 copies of the draft Bill are enclosed for your
use.

Yours sincerely

E G LEJIS

tnes 3
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’@cean Labs inc.

1632 McGAW AVENUE, P. O. BOX BL, IRVINE, CALIFORNIA 92664, TELEPHONE: (714) 557-6911

February 14, 1973

Mr. Frederick Jones
Yotes Court, Mereworth
Maidstone, Kent, England

Dear Mr. Jones:

In reply to your letter of January 26 we are glad to learn that
you are returning to the Falkland Islands in the near future.

us., Your idea of their content, the extent to which Kelco con-

trols beds, the extent to which other companies may control beds,

the best place to locate a plant adjacent to the beds which may

be available to us, whether there is going to be a change in

government or control in the near future from England to Argentenia,
and whether there is any current activity in the harvest of Macrocystis
in the area.

We would like to know what kelp beds could be made available to (7 L:\
(L.
N

Attached is a letter following your suggestion that you might use
with the authorities to gather this and other information for us.

We trust that you had a pleasant trip and that we will have the
pleasure of hearing from you when you have had an opportunity to

gather the facts.

Sincerely,

CFS:bf

President

Encl.

MARKETERS OF MINERAL SUPPLEMENTS FROM THE OCEAN
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Sir,

Please be kind enough to grant me an interview any
time at your early convenience: if possible within the next few
days, as I have only just arrived in the Colony and expect to

leave next week,

The enclosed letter from Ccean Labs, Inc., who are
the parent firm of Philip R. Park Inc. and Kopeco Inc., let you

know the reasons for my request,

Amongst a number of items not mentioned in the
enclosed letter but about which I woudkd like to ask you are
details of the likely kelp harvesting risks in the Falklands
in view of the recent statement of Mr,. ghibafaﬁéof Nichimen Co.

Ltd., Japan's leading kelp company.)

I will also be asking if it would be teoco late for
Ocean Labs Inc., to be able to bid for at least a part of the
Kelp Islands/Camber areas and if not, are there any other areas
available where economic prospects would be reasonable and

competitiveld

o
o

Yours faithfully,

= m \ \
/ [ (el VRV 5
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Foreign ommonwealth Office
London S

Telephone 01- 950 = .0

Your referance
His Fxrcellency L' E G Lewis GiG OBE
Governor and Jomuwander-in-Chief Our reference {1~/ /2

TATRLAND Is5l.4NNDS " !
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M Thenk you.for your-letiérg of'2.and 21 Herch. #T hsd 2 lTeng

chat with Comben siter receiving your Ifirst letter. He told ne

that he had greve doubts that the double deprecisivion tronossl would
work unless it could be shown that the Falkland Isliands subsidiary

wes entirely inderpendent of the parent cowmdsny in the United Lingdomn.

By the very nature of the relationship this cannotv be so. In the
apsence of Merton in the Far Bast, Stewart (the AIL secretary) confirmed
that the company had abzndoned the mrcyposal, dbut seermed guite relsaxed
and was confident that Comben's new schewe wculé work.

2. fron what Comben hes now told ycu it seems that thils, too, 1s
going to be difficult, althcugh Stewart (and that firm cozes eurhoria)
was confident that a liability to Falkland Islands tax on the interest
vayable (on the loan for capltal equipment) could benefit both psrties.
When T first heard of this idea I thouphAt/Trifle unusual, but hesivated
to argue with the experts.

e Whatever Pery may have told you, I feel AIL are going to have
difficulty raising the large amcunt of woney they need, and I think

we are going to Ve back with the old recuest for aid pretiy soomn.
However, I hope to see lierton and Stewart after Easter and will xeep
you in the plcture.

Selom
7 A, sy,
//ZXM/; ﬂéjj A

D G F Hall
West Indian & Atlentic Dept

CONFIDELTI AL
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DIRECTORS: %

W. R. MERTON, Chairman.

R. MERTON 3 ;

Managing

R, CAMPBELI.-PR_ES'I:(?@ fDiucfan.
Q.BE, mC. ~

A. C. W. NORMAN, O.B.E.

U 1RTMES - ST Sl
/HWO, GEORGE STREET, OBAMN, ARGYLLSHIRE. PA 34 5NT. TELEPHONE:

OBAN 2054,

A

R. H. McDOWELL HEAD OFFICE
o Ll'e“g;ismn-mnss 22 HENRIETTA STREET
M H C. PERY LOMDGN, WC2E 8NB

19th April, 1973.

B, G. Lewis, Esq., C.M.G., 0.B,E.,
Governor of the Falkland Islands,
Government House,

Stanley,

Falkland Islands, South Atlantie,

Dear Governor,

Thank you for your letter of 29th March enclosing the
copies of the Draft Legislation amending your Income Tax Ordinance.
We are very impressed by the speed with which your Government has acted
and assure you that it is not for lack of effort that we have not yet
come back with any firm proposals. We have had two meetings with
Mr. Ccmben and at present we are in the process of preparing financial
forecasts and cash flows for the next ten years to establish the effect
of the various possible schemes that we have been discussing with
Mr. Comben.

The final estimates for the Capital Expenditure were not available
in January as they were dependent upon vyrious points which were clarified
during my visit. The total sum works out to be very much higher than our
earlier forecasts and this in itself has involved some fairly extensive
rethinking as to how the whole project will be financed.

Ralph Mertcon will be away in the States immediately after Baster

but we have further Meetings arranged with Mr. Comben in early May and I
think we should have more to report then.

Yours sincerely,

LA

%

M.H.C. Pery.




‘ Application for British T chnical Assistance

Provision of anﬂgzpert

Government of the Falkland Islands

1. Type of appointment: Expert to advise on pollution, erosion and other
risks following the establishment o a caleium Alginates production
plant in Stanley.

2. Number reoquired: One

Yo Authority to whom axpert responsible;: Chicf Secretary, Falkland
Islands Government

L. Date required: As soon as possible

5« Duration of appeintment: Three months (perhaps longer)

6. (a) Buckeround to and description of vroject for which oxXpert required:
Mginate Industries Ltd. are actively investigating the possibility of
establishing an industry in the Falklands., .dvice is needed as to
vhether (a) the cropping of seaweed round the shores of the Colony
will alter the environment and eause crosion or other undesirable
efferts and (b) whether the calcium 2l zinates production plant which
will produce and pump into Port Willicm a million gallons of effluent
each day will cause harmful pollution.

(b) Details of any previous application to fill vacancy through United
Nations or other source, ———

(¢) Is the vacancy on the regular esteblishment of a Government Departpent
or other institution? —_—

(¢) .idditional information: The expert will need to visit the factorics
established by Alginates Industries Lud, in Scotland, and also the Kelco
establishment in California where it s understood that operations are
very similar to those expected in the "alklands and where it is thought
that undesirable side-effects have bec . felt,

7. Easential qualifications_ard _experiern - required: Degree in biology and
relevant experience

8. ige limits: 25 ~ 60

9. Full details of the duties of the expert: Expert will act as a
“Consultant and write o report for stuly by the Falkland Islands
Govermment.

10. ussociated staff: Supporting marine and/or agricultural staff will be
provided as nacessary to help with colloction of samples and provide
manual labour. No skilled personncl are available.

TERMS AND CONDITIONS OF . PPOINTMENT

11. JActual place of employment: Expert will be based in Stanley

itz (o) Quarters

A5 suitable living accommodation provided? Yes - in hotel

(b) Is accomodation _suitable for a rarried man?  Expert, if married,
will coms unaccorpauied

(e)oes




13,

14,

155

(c) Where quarters are not provided -lease give infarmation about the
avar lability of nousing or hotel acc modation: Adegquate hotel

«ecomnodation available

Allowances:

éa) Daily allowance for food —T
(b2 Daily allowance for accormodaticn ——
c

) Daily and nightly subsistence allovance
rates vhen on duty away from hen- guarters —_—
(d) Internal travel allowance rates (or if a Official transport
car is provided for official journeys?) available as reéquired
(¢) iny other allowances ———

Will nedical and dental treatment and hospital arrangements be provided
free for thc appointee? Yes

-

A1l excnption be granted from payment of customs duties, income and

other :'_xe_.g,_'z No.,

Signed 9900000000000 000000000 0R0 00000
14

A¢ ding Governor

On behalf of the Government of the Falkland Islands

Date: 15th Junz, 1973

FCO/5/1x
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RECORD OF A MEETING HELD AT THE
FOREIGN AND COMMONWEALTH OFFICE
ON 12 JUNE, 1973

Present:
Mr R R Merton Mr D G F Hall

Alginate Industries s 0000
Mr A Stewart Mr D C B Beaumont

Mr Hall welcomed the visitors. Mr Merton said that, in
consultation with Mr Comten and Mr Smith, his company's income tax
adviser, he hoped he had found a way to go ahead with Alginates'
proposed activities in the Falkland Islands, Briefly, this entitled
the Govermor enacting legislation to grant Alginates "pioneer status"
and rewsrding the present UK/Falklands double taxation agreement. DBut
before anything else could be done, it was essential to clear the
scheme with all concerned and for Messrs Comben and Smith fo obtain
the approval of the Inland Revenue. Mr Hall agreed.

Mr Merton then outlined his proposals. Alginates would set up
two wholly owned companies in the Falkland Islands:

(a) a harvesting company

(b) a manufacturing company
Control of (a) would lie in the Falkland Islands where policy would be
laid down by a local board. Control of (b) would be in UK. Kelp wou |
be gathered by the harvesting company who would sell it to the
manufacturing company at a profit. The Falkland Islands Government
would tax this profit which, together with the royalty, was estimated
to realise revenue of almost double what had been envisaged under the
original agreement. The profits of the manufacturing company
would be liable to Falkland Islands taﬁ at 40% and UK tax at 50%. Bul
i1f Mr Merton's proposals were adopted, the manufacturing subsldiary

would not actually pay tax in the Falklands. Nevertheless, Mr Merton

/haoped



hoped to persuade the Inland Revenue to permit Alginates to offset
tax liable in the Falklands against UK tax meaning a net rate of 10%
tax on the manufacturing company's profits. Mr Hall said he would
explain all this to the Governor when he saw him on 13 June.

Mr Merton said it was impossible to predict with absolute
accuracy exactly how fast the project would proceed., He therefore
wished to amend the existing Agreement so that Alginates did not lose
their exclusivity if, for some unforeseen reason, they had not
processed the prescribed amount of kelp by 1979. Mr Hall said this
was a matter for the Govermor and he would raise it with him.

Mr Merton said Alginates needed to raise about £4% million to
finance the project and to be able to do this he had to persuade the
Inland Revenue to accept his proposals, If they did, he thought CDC
might then be interested. On the assumption the Inland Revenue
endorsed his proposals, he expected operations to start during 1977 and
to build up annually until 1989 by which time Alginates would have
invested about £3%0 million in capital plant and equipment. If present
forecasts proved correct, Alginates would be exporting 4-5000 tons of
calcium alginate a year by 1980/81. They would have a work force of
about 100 in the Falklands and require to charter a ship every two
months. Revenue to the Falkland Islands Govermment wass expected to

rise to over £200,000 by 1986/87.
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Reference ... oo

Mr G Armstrong - DTEU
Colonel W H L Gordon - PI & C (0DA)

ATLGINATE INDUSTRIES LTD

1e I attach a copy of a paper on the latest taxation
proposals made by the company, and a copy of the record
of a meeting held in WIAD on 12 June.

e The Governor has not yet had an opportunity to
study the papers but will do so shortiy. In the
meantime, I should be grateful for any comments you may
have., The AIL paper has, of course, been prepared in
consultation with Mr Comben, the Falkland Islands tax
adviser.

3. Providing the Governor agrees the scheme the next
step is for AIL to approach the Inland Revenue to get
their approval. Thereafter, Falkland Islands

legislation extending a "tax holiday" to the manufactorywg
subsidiary will be necessary, as will amendment of the
existing UK/Falklands double taxation agreement.

4, The Governor is entitled to revoke®the exclusivity
of the Licence (authorising AIL to harvest kelp off the
Falklands) if inter alia AIL fail to achieve in the two
consecutive years immediately following the fifth
anniversary of the grant of the licence (20 September
1972) an average production per annum of 4,000 metric
tons of dried mé¢lfed kelp. AIL now feel they will not
be able to achieve this figure, and want the Governor
to agree to amend the licence to preserve its
exclugivity. AIL would however continue to pay the
royalty on the amount of dried m¢lted kelp presently
stipulated.

Da Mr Merton has told us that when his tax proposnla
are agreed by all concerned he will begin looking for
financial backing for the project. This might entail
an approach to CDC and he would welcome our help over
this.

D ¢ F Hall
West Indian and
Atlantic Department

ENCS.
co: T M Layng Esq

Chief Secretary
Palklands

(with enclosures) ¢

DD 897261 230443 50011 572 GM 36442

RESTRICTED



FEUSE S A

s . s e BB e, e e T BT BT BT e T e Bl

ALGINATE INDUSTRIES LIMITED

FALKLAND TSLANDS TAXATION

10 Alginate Industries (AIL) manufactures in its factories
in Scotland various alginate compounds which have a wide
variety of uses in the textile printing, food, pharmaceutical,
and many other industries. ~*

Alginates are extracted from seaweed and the company
has been granted by the Government of the Falkland Islands
an exclusive license to harvest seaweed in the coastal waters
of that Cclony.

It is the company's present expectation that they will
be able to exploit this license by manufacturing in the Colony
from local seaweed the insoluble calcium alginate which would
then be shipped to Scotland where it would be turned into
the refined and soluble products which it is the company's

“ business to market throughout the world.

2. In order to do this AIL would probably create two wholly-
owned subsidiary companies, one to harvest seaweed and the other
to produce calcium alginate in the Falkland Islands and sell

it to the Paremht Company.

The central management and control of the Harvesting
Company would be in the Falkland Islands and the central
management and controcl of the Manufacturing Company would be
in the U.K. and the latter would therefore be subject to

U.K. corporation tax at a rate which must be assumed to be
50 per cent.

As the law stands at present the Manufacturing Company
would also be subject on its F.I. profits te the Colony income
and profits taxes at 40 per cent. By wvirtue of the double
taxation arrangements, however, credit would be allowed for
these taxes against the U.K. corporation tax, with the result
that the Manufacturing Company would in effect pay F.I. tax
at 40 per cent but U.K. tax at only 10 per cent.

3. OW%ng-to the heavy capital costs and the political
uncgrtalntles involved, AIL considers that this project is
unlikely to be sufficiently profitable to obtain the necessary

finance unless some alleviation of the tax burden can be
obtained.

In order to achieve this and so that the Coclony may
bavg the benefits of the establishment of this new industry,
itg 15 proposed tc ask the FI Government tc promote legislation
granting to the manufacturing subsidiary freedom from FI taxes

(a "tax holiday") on lines which are familiar in many
developing countries.

[

: The duration of such a tax holiday and the terms on which
it would be granted would, of course, have to be settled byt

application would only be made in respect of the Manufacturing
Company. (s

Continued...
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~m 3. contd.
The cbject is to take advantage of section 497 (3) of the
Income and Corporation Taxes Act which authorises the
{ allowance of credit against corporation tax for tax of an
i overseas country even where the overseas tax has been for?gone
i as a measure to promote development in that country. This
can only be done where the relevant double taxation arrangements
specifically provide for it and it would therefore be necessary
for the UK/FI arrangements to be amended in this respect.

The UK Inland Revenue recently asked the Colony Government

whether it wished to have the arrangements so amended. At
that time the answer had to be that it was not possible becuase
there was no tax holiday legislation in the Colony. It is

assumed, however, that the Inland Revenue would not object if
_the necessary legislation were passed.

The outcome of all this would be that the Manufacturing
Company would pay no tax in the Falklands during the tax
\ ReE T e nd i wenitE NSiNSe Ay Do AR SESIRO N pe E Se st mist e UL K.

4. Although this relief would be a considerable advantage
to the company it would deprive the F.I. Government of tax on

the profits of the Manufacturing Company for the period of the
Tax Holiday.

In order to compensate Government during the period of
| the tax heoliday it is proposed to agree upon a transfer price
i of seaweed between the Harvesting Company and the Manufacturing
Company so as to provide a profit in the hands of the
"Harvesting Company such that the tax thereon in the Falkland
A Islands amounts to £17 per ton of calcium alginate extracted

2 therefrom.

j

¢ e o It is, of course, very difficult to estimate in figures
: the results of carrying out these transactions. AIL have

however prepared some figures (taking money at its present
value) based on their expectation that by about 1981 the
Manufacturing Company in the Falklands will be able to produce
5,000 tons of calcium alginate (CaAlg) in a year.

6. The profits that can be earned in the Colony by the
Manufacturing Company producing CaAlg and selling it to the
1 Parent Company depend upon the sale price per ton of CaAlg.
|

The higher that price the higher will be the profits of the
subsidiary in making CaAlg and the lower will be the profits
of the parent in the finishing process and vice versa. The
total pre-tax profits of the group will not be affected.

It is, however, in the interests of the Manufacturing
Subsidiary that the transfer price should not be unduly low
i otherwise the tax benefit will not be obtained. If there
were a general market in CaAlg it would be expected by tax
departments that the price in that market would be'adopted,
and in fact the small quantities which are bought and sold
change hands at a price around £1,250 per ton. This figure
contains, however, both sales expenses and profit, so that
a substantially lower figure of £760 is suggested (60%).

s s
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7 Thelsuggestion is that the duration of the Tax Holiday

should be not less than 10 years, and probably from 1980 to
1989 inclusive.. : '

8. It is anticipated that the revenue accruing to the
Falkland Islands Government from these arrangements will be
about &£80,000 in 1980/81 rising to over £200,000 around
1986/87 - this in addition to the weed royalty which in

1980/81 will be about £25,000 and in 1986/88 will be about
£65,000.

¢
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gtract from a letter dated 26th June from Mr. John Comben to Mr, T. H.
wng.

"ATL first. After complicated discussions we have now arrived
at a scheme for giving them a subsidy at the expense of the
British taxpaver and at the same time furnishing a substan-
tial contribution to the nublic revenues of the Falklands.
Lverything devends upon our heing ~2hle to persuade the
Inland Revenue here that this is a proper use of the
relevant UK legislaticn. We had a meeting at the IFCOC

last Friday (David Hall, HE, Merton and self) at which we
reached agreement among ourselves and I was commissioned

to draft a Brief for FFCO lMinisters as a preliminary to going
to the Revenue. I am working on that at present.”
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STUASTHOFJI\II\I%HOGNd J‘-,onday TOth July 1973
PC.CH. MV.O, 6 MC.

F. L. G GRIFFITH-JONES

M. H. C. PERY

IE T Layng Esq. <<fzj /é/;jf;:”/7

Acting Governor
Fallkland Islands. e

Your Excellency.

Cn the 27th August next we are expecting
the arrival of our company's Director of Engineering,l'r S G Donn with Messrs
J Flatt-Mills and C Turnham,consulting engineers of the firm of Humphrey &
Glasgow. The object of their visit is to assess the installation of the pro-
jected factory for the production of alginates here.

It is hoped that with the preliminary surveying work which I have
been carrying out in the meantime,that a week will suffice for them to be

able to collect all the date required for the various projects envisapged ,to
be put out to tender,

On friday last I received a telephone message from }r Platt-Mille
requesting that a temporary dam be constructed on the Murrell River sited at
a convenient noint near Furze ZDush Pass or perhaps further down-stream from
here, with sluice gates to allow the full volume of the water to pass freely
at such time that a measuring slot is not being used. A recording instrument
for measwing the flow volume will be installed here to obtain data necessary
for planning the water supply for the preposed factory.

y 4s it has been requested that I get the
lor the arrival of these people, I ther
cooperation in giving us permission to go ahead with this work. It will he
constructed with sand-filled bags and sealed with clay. A concrete platforn
on the up-stream side will support the metering device, and the height of the

dgﬁ will not be such as to cause any floonding of land to the Westward of the
site,

above finished in readiness
efore respectfully request your valued

I have the henour to remain Sk

Your most obedient servant.

T o ARk T R TR



Ref: CoOM/29/2 ¢ &th Augu=t 1973

Dear Sir,

Please refer Lo your loitter of 30th July ir
which vou ask permission to conzstruct a tomporary

i

dam near Turze Bush Pass on the Turrell Rivez,

2. Covoernment has no cbjection to this
being done as long az the dan does not raise the
river level 30 as to deepen the fords tredition=lly
sed to croes the river., Tou will, hkerever, wish
to obtain the vermission of the relowsnt l=nd-
yners, and if the site eventually chosen i on
Crown I.eand, of the lessee lr. Hills.

Yours faithivlly,

/

CTE Ha Payns)
ACTITH: GOVERFCR

The Fonager,

Alginate Industriss Itd.,

Tgb. Box 214,

Stanley.

c.c. HMansger, Falkland lslands Co. Lid.
Fr, R. 7, Hills, Stanliey.

CH
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J. E. COMBEN, 0.8.E. ﬁM V“_{V- o 1 ANGROVE HOUSE
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d%m Jéf—; ‘ CROWBOROUGH
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—_— 13th July 1973
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V. ¢. F, Hall Esq.,
vest Indian & Atlantic Department, 172 AT TS
Foreign and Commonwealth Office, e e
London S.W.1, T
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i 2/-.4 3-@-—‘,

Alginate Industries Ltd.

I have been in correspondence with Ralph Merton about the
possible loss by AIL of their exclusive rights if theyfail to produce a specified tonnage
by a certain date, The following wording is acceptable to him.

If ATL shall fail to achieve in the two consecutive years immediately
following the fifth anniversary of the date of the Licence of 20th September
1972 an average production per annum of 4000 metric tons of dried milled kel
the Governor will not exgercise the right granted to him by (b) of clause 4
of that Licence to revoke AIL's exclusivity provided that:

(a) the Governor is satisfied at the end of those two years
that AIL is actively pursuing the operaticn of harvesting,
and processing kelp in the Colony;

(b) AIL has by the end of those two years incurred expenditure
of at least £2 million on oconstructions, plant and egquip-
ment in the Colony; and

(c) AIL undertakes to pay from the date of the fifth annivevsary
of the said Licence for each year in which its production
falls short of 4000 tons the royalty which it would have
been liable to pay if its preduction had been 4000 tons.

—_—

The suggestion is that the Governor should wrife a letter to AIL giving an undertaking
in these terms. I hope this is satisfactory. I think it protects Government sufficiently
and it ocught to allay the fears of even the most suspicious of lacal politiaians.

)

ot




ALGINATE INDUSTRIES LTD

FALKLAND ISLANDS TAXATION

1. Alginate Industries Ltd. (AIL) is a British company which manufactures
in its factories in Scotland various compounds of alginic acid. These
compounds (alginates) have a wide variety of uses in the food, pharmaceut-
ical, textile printing, ceramic and other industries, They are sold through-
out the world and the company is a considerable earner of foreign currencies.
Alginates are extracted from seaweed and, as the company's output increases,
it will require supplies of weed beyond what can be obtained from its

present sources (mainly the West coast of Scotland and Ireland). It has
already been granted by the Government ¢f the Falkland Islands an exclusive
license to harvest (in exchangs for royalty payments) the seaweed in the
ocoastal wateras of tpat Colony.and it hopes that in about ten years time

it will be producing mora elginetes from its Falklands weed than from its

European sources.

2. It would not be economic to iransport the seaweed tc Scotland and
it is not practicable to manufacture the end-products in the Falklands,
AIL's proposal is to erect in the Colony buildings and plant to make from
local weed the insoluble calcium alginate which is of little use in itself

but which can be shipped to Scotland to be turned into the variocus alginates

which are marketed,

3. AIL has drawn up a detailed forecast covering the seventeen years
from 1973 to 1989. This envisages that the company's output of alginates
will rise from its present figure of 6,400 tons to 22,800 tons in 1989.

Qut of this latter quantity 13,100 tons are expscted to be derived from
Falklands seaweed. In order to process this amount it is expected that

the capital investment in the Colony by the same date will be - at present
prices - £18 million. £ven if this involves an unduly optimistic forecast
of expansion it is nevertheless clear that there will be be a substantial
undertaking on the shores of Stanley Harbour consisting of special craft
for cutting the weed, a dam to create a fresh-water reservoir and electric-

ally operated drying and chemical plant. A staff of about 4100 will ultim-
ately be employed.

L, Most of the money to pay for these installations will have to be
raised by borrowing and the company consider that, owing to the high costs
involved and the element of political uncertainty, they are not likely to
be able to attract investors' money unless they can obtain some alleviation
of the Inocome Tax burden. They wish to do this by making use of the U,K.
legislation which grants oredit against Corporation Tax for tax of a

developing country which is foregone as a measure of encouragement to
pionear industriea,




5. The legislation in guestion is now contained in Section 497(3) Income
and Corporation Taxes Act 1970. In its original form this was passed as a
result of the policy of developing countries of granting "tax liolidays" to
pioneer industries which they wished to encourage. British concerns stting
up such industries found that the tax holiday was of no advantage to them
because, under the arrangements for the avoidance of double taxation, they
would have the tax of the developing country deducted from their U.K. tax

in any event. Section 497(3) therefore provides that relief can be given for
the tax of the developing country which the British concern would have had to
pay if it had not been granted a holiday. Thus a British company obtains a
reduction of its U.K. tax bill by the amount of the tax of the developing

country which it has been excusad from paying.

6. It is a condition of this allowance of credit for tax not paid that
the double taxation agreement between the U.K. and the developing country
shall specify the provisions under which the tax holiday is given. The
possibility of doing this was raised recently by the Board of Inland Revenue
when the need arose for a routine amendment of the agreement between the U.K.
and the Falkland Islands. Nothing could be done however since there has
never been any tax holiday legislation in the Falklands. It is assumed from
the fact that they raised it that the Revenue are willing in principle that

the agreement should be extended in this way.

7a AIL's request is that legislation should be promoted in the Falkland
Islands authorising the Governor in Council to grant, subject to certain
safeguards, tax holidays of up to ten years to pioneer industries. The
legislation would follow a pattern which has become common in the developing
countries. AIL will then apply for such a holiday, starting with the year
(at present estimated to be 1980) when they expect to start to earn profits.
For this purpose AIL will form a wholly-owned subsidiary company carrying

on business in the Falklands and so subjeot (apart from the tax holiday) to
Falkland Islands tax on its profits. Its technical residence will be in the
U.K. so that it will also be subjeot to U.K. Corporation Tax. Taking the rate
of Falkland Islands tax to be 40 per cent and U.K. tax to be 50 per cent the
combined results of the tax holiday and the double taxation arrangements will

be that the company will pay tax at only 40 per cent for ten years.

Be This will provide AIL with the inducement which it needs but the
Government of the Falklands ocannot afford to dispense entirely with the
tax on the local profits of the subsidiary. In order that a reasonable
contribution shall be made to public revenues it is proposed that AIL shall

form two looal subsidiaries, one of whioh will not olaim a tax holiday, This

one will be a harvesting company (HC) which will be resident in the Colony and



will cofine its activities to the harvesting of seaweed in specially designed
craft. It will sell this weed to the other company which will be the manu-
facturing company (MC). This latter company will make calcium alginate which

it will sell to AIL for final processing in Scotland. HC will not apply for
a8 tax holiday but will pay Falkland Islands tax on its profits. MG will
apply for a holiday and will claim double taxation relief for tax which

it will not have paid.

h The amount of the benefit which MC (and hence the whole AIL group)
will obtain from the exploitation of this device will bs equal to the Falk-
land Islands tax on its profits. The amount of those profits will depend
upon the price at which it sells calcium alginate to AIL., For their own
internal purposes the companies can of course adopt any tigure they liks
since there will be identity of interest. The Board of Inland Hevenue {(who
will be footing the bill) will probably require however that the price shall
be one which would have been paid between independent companies operating
at arm's length. There is no general market in calcium alginate from which
such a price could be derived. It is only being made in this instance as
an intermediate stage for convenience of transport. But AIL has received

a few requests for small quantities which it has been able to sell at a
high price since the waterial is not generally available; and it is this
high price which AIL will be asking the Inland Revenue to accept for tax
purposes although they admit that they could not economically produce the
alginates which they sell if theyhad to manufacture them from calcium

alginate bought at such a price,

10. Similarly, the contribution that HC will make to the public revenues
of the Falklands must depend upon the price at which it sells wet seaweed
to MC. In this case however it has proved to be possible to work backwards.
During earlier negotiations on a different scheme a figure of £17 per ton
of calcium alginate exported emerged as being a reasonable contribution to
Government revenues, It is proposed therefore to sell wet seaweed to MC

at such a prioe as will result in the payment in tax of £17 per ton of
calcium alginate. Any such figure would have to be scaled up to allow for
future inflation but, on the present value of money and making a cautious
estimate of output, it seems likely that HG: would be contributing over
£100,000 per annum to Government during the ten years of MC's tax holiday.

This is additional to royalty payments under the seaweed license.

11. It is clear that a flourishing alginates industry in the Falklands
will be a great advantage to the Colony. Even under the foregoing scheme

(which is mainly designed to furnish a "subsidy" to AIL out of U.K. funds)



the industry will make, in relation to the size of the Colony's budget,

a very large contribution to public revenue., The size of AIL's "subsidy"
will largely depend upon the transfer price of calcium alginate which they
can persuade the Inland Revenue here to amccept, If that price is high they
will not want it to continue when the tax holiday is over and they are
paying Falkland Islands tax. At present the matter is one to be settled

between AIL and Somerset House,

J. B, mben
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I' 111 (through Mr Armstrong) ScRm i laad  (UTRL)
(i »p! Indian & Atlantic Dept, FCO) Mr Reidy (i.CGD)

Mr Dleach (Troasury)
Hr Rynn {tnnk)
Hr o (ODR)

"o hnve duly received an apyplication (1) from Alginate Induntri-a Ltd for
ainport under our Pre-Investmont Studies Schome for their proposed Fallld oo
It niln peavaed project. The applicntion summorizes the projrct, which in
ouly Loo well knowm to you, and the propornls from Hfuaphroyes o Llassow 14d
nt. (1 /3) outline the scope of tho cotudy. (1 ehould add thet edditionsl oo
of the H & G proposnls are not availoble for circulation to other rocipinont:
of thip Minute because the firm is not prepnred to lebt ua hnve more thrn o
crpy.)

2. In general terms, this application falls woll within the rcape of -
vhich is of course deoigned to praomote the flow of iritichi private copit:
ceoncmically valuable projects in developing; countries.  Tho coppory il !
cl»nrly eligible, and it is propesing; to invest very cnbrelnnbled oo
country., SubjJect to correction, the projnct coeme to bo of hish d

velue in thot 4t will (if it materinlizen) give the Fellklonds o pogor n
roaree of reovenue and exportao, ucing on otherwies ng-le-g natorsd roc v
cv ]l hringing a modost anount of now coployment ond cleilloe, y phudy
proopared to commigaion from ilmphreoys L Glamgow geonn dnoy ey o]

¢ ag- ivad, 'The one appect which aoems imaadintely wiroticfoctoyy cone o
¢ 1t estipaten, The bulk of thege concinst of two tmerplaind lamn ¢ f

G 070 and £18,000: even if AIL are otherwise prennved to cocept Bhisg
1171 nned n detniled breckdown of the feea 5if we nra Lo anter into o

14 hility to pay haf of them,

1

11

o he only mojoar source of doubt nbout the project iteeoXf{ rnocon to
f1wn the ponsibility thet, even if the otudy goes well, AL Higa L
{“niee tha project. Ap we understond it, the regquoire:snt is for

)l mi, cquipment nnd servicen, £0.6m for design and combyasting vt

for tua horvesting shipa, £0.7m for chippirc the equiont cut, 0.7
hearing end $1m worliing capital.  Prarnpreph 16 of our fchows bovdibot

11 1t "evidence will ... be required that oufficlent funda pye LED T
Banlloble Jeuseesas (@ for os it is pocaible to judge thia) to [iu

e 'ntlishnent of the oventual overnens enterprice”. all'n ooplicabi

11 °t they do not know at prenent how they will raice 211 tho necoe

it iy rempona for praferring 100" centrel of the invectasnl sre probetd
bt ihin carrien the concaquence that they will have theueelvea bo ros
conmidernbly in excoon of their current repsurcas, It nny ba thobt ALL cd
Jlle to interesct, for inotance, tho CDC in finoncing the nece Uy Wousin
rerelont banks in financing othar mopectn of the project: but the foct U
i1 rieem to nuture hopes of capital nid on a ceala which thoy hiowvs boog
ir onl of the quection does not sugpest that they have yot pnal cny conn
1o,

1.

, '~ would not wirh to press this point too far: clearly the stndy it
be on important element in their attemptn to secura finonce., levarth
nend to be reosonably olear thnt the project is not a non-gtertar fic th

Jont
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outr -ty rrd vo phould welcome your advice on this in the 1ipght both of your
dn amlerg vlth the firm and of your knowledso of the holp wvhich tha
follklnnd 1-1:nds Government is prepored to give. Cne menns by which AIL hope
tn raies ¢ pitnl bofore commencing the projoct ia evidently by bLeconming a
rubliec emnany; and we should wolcome DII cammoenta on this. Ve chould &lreo
vrlcome ECiD conments on the potential availnbility of export credit pgrnoronteen,
* woll ro inventment inpurance, for the project.
. If yovu conpldeor thnt the application merits suppoxt, the next otep will be
Yo reelc L Covernor's apreemont, In the light of your Ninute of 19 June,
~mld you he nble to bring thene pnprrse to hia attention while he is in London
Cothervire I will moke contact in whatever way you think profernble)” Yhat we
hould wel corie e the Governor's confirmation that - if thias is the croe - the
mapoaed rtudy end in principle the ultinate investment are accoptable to tho
c1lland 1 :leads Government., I attech duplicate copies of tho papers dn caue
© peed then (the Governor has evidently already been '"lent' a copy of the
laphreys - Glapmow proposals).

I om cHpying thie minute and the application to thone in 'hitehinll concevncd
with the r - heaea

v Kerby

July 197
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SPPLICATION FOR PRI~INVESTIENT STUDIES SCHAME,

DEMATLS OF FITH.

(i) Comany Address,
AMlginate Industries Ltd., 22 Henriettn Stre~t, London, W.C.2,

(ii) Nature of Pusiness.

The Manufacture and Sale of Alginates. Tre Company has five
Seawred Collecting and Drying IFactories situated in the

Outer Hebrides and on the Vestern Coast of the Irish Republic
which supply dried milled Seaweed to two Chemical Factories on
the Mainland of Scotland (in Ar~vllshire and Ayrshire). Various
Salts of Alginic Acid are extracted from the Seaweed and the
Alginate compounds marufactured have a wide variety of neers in
Textile Printing, Food, Pharmaceuticzal and many othor Industries
throvghout the World. Some 805 of the total production is
Exported and the Company has recently been awarded its Second
Queen's Award for Fxport achicvements.,

As the Seaweed econcmically avajilable around the shores of
Britain is insufficient for the Company's expanding requirements,
Seaveed Meal is imported from South Africa and South America and
the Company is currently assisting the Iceiandic Government in

a Joint venture for developing the Scaweed rescurces of Iecaland,

The Compeny has had a steady record of deubling its production
every five yrears over the laat twentyfive years and it is estinated
that Seaweed supplies economically available in the Korthern
Hemisphere are not sufficient for the Company's projected

plans for expansion beyond 1976,

(l?



PROJICT TO BE STUDI%D,

(i) The Nature and lLocation of the Project.

The establishment at Port Stanley, Falkland Islands, of a
Factory desigmed initially to produce around 2,500 tong per
year of Calcium Alginate extracted from approx. 100,000 tons
of wet Mecrocystis Pyrifera Seaweed collected (by means of
specially constructed Harvesting Craft) under Licence granted
by the Government of the Falkland Islands,

A copy of the Agreement aHd_Liconce is enclosed,

The Calcium Alginate; which is not an ond product in itself,
will be shipped primarily to Scotland for further processing,
purification and conversion into the many forms of marketable

Alginates, whence the greater part will be Exported throughout
the VWorld,

(ii) Approximate Expected Capitalisation of Project.

The Capital cost of the project including purchase of the
gpecialised Harvesting Craft, is likely to be in the region of .
4.5 million pounds. In addition to this, at least a further

1,0 million pounds will have to be found to increase the working
Capital to take into account the time delay between shipping
Calcium Alginate from the Falkland Islands and the eventual sale
of finished Alginates to the Customer.

(iii) Expectsd Capital Investmentis.

A Forecast and Cash Flow for the next ten years has been prepered
wvhich indicates that the Company cannot finance an undertaking of

e e s L e £ 8
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(iv)

this size by its normal means - i,e, Flough back of Profit and
Bank Overdraft. Discussions will be held shortly with CDC ani
other possible financial Partners to assess the most suitable
means of obtaining the balance of finance required,

Participation of Local or Foreign Interests.

This possibility has not been ruled out but is unlikely in view
of the fact that the product to be manufactured in Stanley
(Calcium Alginate) is not a marketable commodity on a large scale
basis and thus the Company would be the sole effective Market

for the product manufactured by its Subsidiary in Stanley.




HOST COUNTRY CONSIDERATIONS,

(1) Integration with Development Plans of Host Country.

This matter was discussed atl some length with the Governor,
Colonial Secretary and Members of KBXCO with a Director of
the Company during visits in 1969 and early 1973. It was
widely accepted that the formation of a "mecond industry"
would be thoroughly beneficial ~ particularly in vicw of the
fluctuating and declining wool prices which had made the
cconomy of the Islands somewhat precarious,

The Company has been in remular contact with the Governor
concerning the way in which the plan has been developed

and during 1972 the Company was sranted by the Falkland
Islands Government an exclusive Licence for harvesting Kelp
on the South Eastern shcres of Fast Falkland for a period

of 50 years, In addition, the Falkland Islands Government
has been kept fully aware of the Companyt's plans for the
development of the "Camber Site" and has boen represented at
the various Meetings with the Ministiry of Defence concerning
the Lease of the Site and the 0il Storage facilities,

(i) Possible Conflict with Host Government.

A copy of the Company's Agreemsnt with the Falkland Islands
Government for the Licence to harvest Kelp is attached,
There is no guestion of any conflict of interests and the
Falkland Islands Goverrnment has been most helpfuvl in making
arrangements for the Pilot Plant and generally providing
assistance for the projeet. In lhe long term revenue from
Kelp Royalties and Profits Taxation should become a very
major factor in the Falkland Islands Budget,



. e i
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4,

(a)

(v)

(e)

(a)

SCOPE, COST AND TIMING OF STUDY.

B2ckground,

As eaxrly as 1947 a Survey was carried out in conjunction with
the P-F Consultling Group Ltd,, the main object of which wan

to determine the amount and availability of sunplies of Sraweced
around the Falkland Islands and to assess the most suitable Site
for a Seaweed Processing I'actory, The result of this Survey
showed that sufficient Seawced was available te provide raw
material for a large scale Alginate Industry., The timing wag
somevwhatl premature as, for the size of the Business as it was
then, there was sufficient Seaweed a2round the Shores of the
British Isies to allow for considerablr expansion,

In September 1967 arrangemsnts were made with the Govermment of
the Falkland Tslands to start procuring and despatehing to
Scotland monthly samples of Macrocystis Seaweed for analyses,
This arranganent continued until in 1968 the Company avpointed
their owm part—time Representatives in the Falklands.

In April 1969, Mr, M,H.C. Pery, a Director of the Company, visited
the Falkland Islands with the object of re~investigoting the
establishment of a Seaweed Processing Factory and negotiating the
Secaveed Harvesting Corzessions with the Falkland Islands Government.
(The Harvesting Licence and Concession was finally agreed in 1972).

In the Autumn of 1970 a Pilot Plant was established to pradunae

dried milled Seaweed at Port Stanley and three resident stafy
engaged, Valuable experience was gained as a result of which it

was concluded that it was essential from an economie point of view to
divide the preccess enabling the first stage of Alginate Manufacture
(that of producing Crude Calcium Alginate) to be carried out in the
Falklands instead of merely producing dried milled seaweed as

raw material.
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(e)

(£)

()

(h)

i.

ii,

iii.

A pre~requisite of being able to manufacture Calcium Algirde
locally is the availability of sufficient water and studies were
put in hand to investigate the constiruction of a barrage at the
mouth of the Mj,rrel River.

Measurements were made on the spot and, on the basis of the
inforration provided, o rough estimate was prepared by Conzulting
Engineers specialising in this subject.

Various Meetings have bzen held with the Ministry of Defence
concerning the Lease of the "Camber Site" together with the
accompanying Oil Storage Tanks., This Site is on the onposite side
of Stanley Harbour to Port Stanley and is ideally suited as a
Factory Site. This plan has the fuil agreemsnt of the Falkland
Islanda Government,

Early in 1973 Mr, Pery accompanied by the Company's Chief Chemist,
Mr. Drew, again visited Port Stanley with objectives as follows:-

To confirm,; in company with experts from California, the
quantities of Macrocystis as described in the 1947 Survey.

To engage additional Staff and arrange for the instaillation
of a new Pilot Plant for manufacturing Calcium Alginate.

To explain to the Falkland Islands Covernment the consequences
of the Company's decisjon to manufacture Calcium Alginate as
opposed to Exporting Pried Milled Seawced.

During Mr. Pery's visits, in addition to Official discussions with
Members of the Falkland Islands Government and Secrelariates PTublic
Meetings were held in the Town Hall to ensure that the people of
Stanley were fully aware of the Company's plans and intensijons and
to give people the cpportunity to raise any questicns that might

be a cause for concern,
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1. (Contd,)

(1) Scone of Studiea.

It is intended that Messrs, Humphreys & Glasgow should
uniertake a detailed feasibility study to confirm or
modify as reauired Llhe initial Tindings and estimates

as reported by the Company's Fngineering Dept. Details
of the proposals for the feasibility Study as surgested
by Messrs. Humphreys & Glasgow are attached., I1 will be
sean that they propose to make an initial study of the
Company's process, to prepare a preliminary equipment
list, plant layout and =schedule of gquantities fer the
projected Factory at Port Stanley, to examine the conditions
on site and to prepare a report with a Budget price and
programme,

(ii) Cost of Study.

The cost of the Study is detailed in Section 2 of the
attached proposal and it will be secen that the total

cost 1s estimated to he in the region of £35,C00, to

which shouvld be added a sum of say £5,000, to cover the
exnenge of our own Engineer in travellinm to the

Falkland Islands and working in conjunction with Humphreys
& Glasgow,

(ii1) Date of Commencement.

Jt is intended thatthe Study should be started at the
beginming of August 1973 and it will lake aporoximately
8ix months to complete and prepare the final Report,



54 AGENCY OQF STUDY

The Study will be undertaken by Messrs. Humphreys & Glaggow Ltd.,
22 Carlisle Place, London, S.W.1, and ono of the Company's
Engineers will be seconded to work with Messrs. Bumphreys & Glaagow.




.

GRATRAL,

It 18 anticipated that the Revenue accruing to the Walkland
Islandsa Government from establishing an Alginate ITndustiry at
Port Stanley should ameunt to approx., £100,000 per year in

1980 rising to over £250,000 per year in 1988, This is hased
on the best possible ferecast for the growth in World demand
for Alginates and the fant thatthe Company will supply the
major part of this increased demand. This secems a reasonable
agsumplion as the Company is now the largest Producer of Alginates
in the Vorld (accounting for approx, one third of the total
supply) and, the Falkland Islands are one of the very few Areas
in the World with sufficient Scaweed to sustain this gecale of
expansion, Competitive Alginate Producers are already in a
position where expansion is curtailed by the lack of Secaweed
available locally at an eoonomic price.
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Mr J V Kerby
Private Investment and Consultancias Dept
ODA E613

ALGINATE INDUSTRIES LTD

1. Thank you for your minute of 3 July (on your
file). I have taken the copy of this, and also
that of the application for the Pre-Investment
Stuydies Scheme, for our own file.

2. I have now had an opportunity of discussing
the whole matter with the Governor and there is no
doubt that AIL's proposed activities, if they

come to fruition, will be of considerable importance
to the economy of the Falkland Islands.

3. This Department associates itself with this
view which has already been putlt into practical
effect by the signing : of an Agreement between Lhe
company and the Governor. We and the Governor are
committed therefore to encouraging the company to
go ahead with their scheme as rapidly as possible,
with the proviso that no financial support will be
available from the Falkland Islands development
aid allocation. As you know, this has been made
abundantly clear throughout the whole of Lthe pro-
tracted discussions with the Company.

L S G H RO 1 1 oy © 1 e e A ny S s 1) AN e L O
commerce implementing the terms of the JAgreementi is
cccasioned by lack of finance and AIL feel thav in
order to attract investor's money they mus!{ sccure
some alleviation of their potential tax burdcén.

To this end the Colony's and AIL's tax advisers
have worked out a scheme for discussion with the
Inland Revenue. I attach a copy of the proposals,
but do not know if any progress has yet becn made,

5. The Pre-Investment Study now under discussiou
appears to be the second essential step lLowards
attracting would-be investors, and it has our
support and that of the Falkland Islands Governm ni. .
I attach the draft of a letter which the Governor
proposes sending you in confirmation of this.

you approve it I will arrange to get his signatn

6. You point ocut that you need to be reasonably
clear that the project is not a 'non-stariter' 1ir
the outset. I can only comment that AIL uppear
determined to implement the terms of their
Agreement with the Governor, but reguire consider-
able financial support before they can do so.

7. The assistance which the Falkland Islands
Government has given, or is prepared to give, o
AIL is set out in clauses 5, 6, 7 and 8 of Lhe

/Agreement.
COMMERCIAL IN CONFIDENCE
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Agreement. These read as follows:-

(5) THE Governor UNDERTAKES that during the
term of this Agreement:-

(a) No action shall be taken which would
render any obligations of or provisions
applicable to AIL in respect of port dues
or harbour rights more onerous than those
provisions applicable to or obligations
of other commercial undertakings in the
Colony;

(b) No tax or impost shall be levied on AIL
which has or may have a discriminatory
effect upon the cperations of AIL in the
Colony.

(6) THE Governor AGREES that he will do all
in his power to assist AIL in conducting its
operations successfully.

(7) THE Governor (subject tc the provisions of
the Aliens Ordinance) will grant or procure Lo
be granted all necessary passes permits
authorisations and licences which may be
required by AIL to permit the free movement of
personnel and eguipment to and from and within
the Colony and to permit the employment of
such labour as may be required for its
operations.

(8) ALL harvesting research exploitation and
processing operations carried out by AIL
pursuant to the Agreement and the Licence
shall be under the exclusive control and
management of AIL.

The exclusive licence referred to therein has been
issued to AIL.

8. The exclusivity of the licence is in jeopardy

if AIL fail to achieve in the two consecutive years
immediately following the fifth anniversary of the
date of the licence (20 September 1972) an average
production per annum of 4000 metric tons of dried
milled kelp. The Company now feels that because of
the lengthy negotiations for the necessary finance
it will not be able to meet this production require-
ment, but has asked the Governor to agree a form of
words to maintain the exclusivity of the licence
despite this. I attach a copy of a letter from
FIG's tax adviser, which sets cut the details. As
these amount to an amendment to the original licence
it will be necessary to seek the agreement of the
Falklands Islands Legislative Council and I am
writing to the Acting Governor about this.

/9.
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9. I am copying this minute to Mr Armstrong in
DTEU.

D G F Hall
West Indian and Atlantic Department

(K228 MALO5)

31 July 1973

Coples to:

Mr T H Layng
Acting Governor
Falkland Islands

Mr G A Armstrong
DTEU

{17293) 897468 400m 1/7) G.W.B.Ltd, Gp .83
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CONFIDENTIAL

Foreign and Commonwealth Office

London SW1
Telephone 901-
Your reterence
T H Layng Ksq Our reference HVIF 7/2
Acting Covernor
Falkland Islands pate 2 August 1973

ALGINATES

1. 'The present state of play is that AIL have applied for support for
a Pre-Investment Study. (A). They see this as a prereguisite to their
approach to the Ciiy, and possibly to CDC, for the necessary finance
for their project. The Governcr of course, supports such a study.

ODA have funds at their disposal for this sort of thing.

2. In parallel, John Comben and AIL's own tax adviser have been
working on a scheme (B) to secure some alleviation of the company's
potential tax burden, again wiih a view to attracting investors. This
is to be presented to the Inland Revenue here, but I believe some

snag has arisen. The Governor discussed this scheme in detail with
Mierton, Stewart and Comben and approved it in principle.

3. Neither the application for a Pre-Investment Study nor the tax
alleviation scheme are for general publication. They reguire no action
at your end for the time being. STV TR

4. AIL feel that their search for finance will delay implementation

of the project to such an extent that they will not achieve the produc-
tion minimum stipulated in paragraph L4(b)(i) of the Licence, by the

due date. This could place the exclusivity of the licence in jeopardy,
and the company have asked lhe Governor to indemnify them against

this subject to certain conditions.

5. John Comben has produced a form of words to this effect (C) which
appears to safeguard FIG's financial interest and which the Governor
will accept subject to the approval of the Legislature., Could you
please take this up and let me know the outcome? I think (C) is
reasonably self-explanatory.

ngu.!’«_

b S AR e 18]
West Indian and Atlantic Department

CONFIDENTIAL
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SAVING TELEGRAM
DY BAG
Tl F C 0 1714002 (HUF 7/2)
UACLASSIFIED
70 BUENOS AIRES TELNO & SAVING OF 17 AUGUST 1973 AND INFG SAVING
To_gfgjﬁwg_@ﬂs SR s

ALGINATE INDUSTRIES

)
™

27 AUG 1973 /
Akl
S§}7FWTﬁ£L/

THE FOLLOWING REPRESENTATIVES OF AIL AND THEIR CONSULTANTS ARE
VISITING THE IFALKLAND ISLANDS: -~

STUART GARLAND DONN

DATE OF BIRTH: 11TE NOVEMBER 1933
PIACE OF BIRTH: DUNFERMLINE, SCOTLAND
AR Y SN - BRITISH

JONATHAN LEWIS PLATTS~MILLS

I A @ RSB TR J1TH MARCH 1939
PLACE OF BIRYTH: LONDON
CITIZENSHIIP: BRITISH

CHRISTOPHER GEORGE TURNHAM

Dby S ONRR 383 L R0 L Sl 6TH APRIL 13938
PLACE OF RBIRTH: WENDOVER -
CITIZLENSHIP: BRITISH

2. THEY ARRIVE BUEZNOS AIRES 0950 HRS 24 AUGUST AND LEAVE ON

26 AUGUST FOR COMONDORC EN nOUTE STANLEY., THEY WILL BE RETURNING
FRCM STANIEY ON 3% SRPTEMBER AND THENCE TO BUZHOS AIRES, LEAVING
ON L SLEPTEMBER FOR LONDON, | ’

3, IN THE EVENT OF THE ARGENTINES REQUIRING INCORRECTLY THAT TiE
THREE REPRESENTATIVES ARE ISSUED WITH TRAVEL CARDS I SHOULD BE
GRATEFUL IF YOU WOULD ACCORD THEM EVERY ASSISTANCE. PHOTOGRAPHS
ARE BEING SENT UNDER SEPARATE COVER IN THIS BAG.

IS 15 J5e5
‘l"’ .L AD

6L



CONPIDENTIAL >l

SRITISH AIBASSY

SU5NOS AIRES

a/2 7 September 1973

T H L.yng Esq

Acting Governor
FPALKLAND ISLANDS

ﬁ%a4' J6V\'

ALGIVATE INWDUSTRIEZS PROJLCT

A ilessrs Dunn (of Alginates), Turnhem and Flatts-Mills (of
Humphrey and Glasgow® - consulting engineers for the Alginates

plant {)called at the imbassy on their return from Stanley. Their
interest in so doing was a comwercial euguiry of sorts, ie if it
turned out to be cheaper to imnori Argentine labour to the Falklands
for work on the construction and operation of the Alginates plant
(Local labour bteing so scarce), would fais: @) be difficult to

=~

secure, and (b) cause any vroblsaus. As to the former, Peter Voller
of Commercial Department was able to say that the recruitment of
labour usually presented no onroblem. is to the latter, I pointed

out thet the employuent of a gang of Argentine labourers up to 100
strong for construction of the vlant could indeed cause problems.
Firstly, there was nothing in the framework of any existing agree-
ment which covered such a team and I very much doubted if either

MG or the Argentine Goverrnment could consent to their employment
without some form of cover. for instance, the Argentine Governmenty
would probably be unable to accept that such Argentines were taxed
on their salaries by the l"alklend Islands Government and vice versa.

2. As to the team for the overation of the completed plant,

IIr Dunn exnlained that they could hope to recruit some people
locally, would vring a further number of trained technicians from
UK and the rest they mizght hope to recruit in argentina. Since the
project is a long term one, the Argentines would be expected ©o be
vroperly trained by Alginates and take up residence in the Faiklands
The numbers involved would be abous 80 (or say 200-300 including
families). Quite avart from the question of whether Alginates
could hope to find 80 Argentines with families willing to settle in
the Talklands, I pointed out that this would be sometning like g

30 Per cent increase in the total population of Stanley and it waos

/douttful

CONIIDENTIAL
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CONFIDENTIAT

dovbtful if it wouwld be acceptable to the Malkland Islands Govern—
ment. Cnce again, in the absence of an agreement, there could

probably be major difficulties about terms of em»nloyment etc.,
(although perhaps this team could come under para 3 of the Joint
Statement ).

22 Thile both Peter
the trio seemed to treat bthe matt
same, Turnham, in pariicular, enaq:
governing foreign invesstment in =
M e e M o s g G Y I sugrce
wished to explore the serious
gquantities of aArgenvine labour Go
the matter with FCO (I gave Davii
placed to point out legal and osvher

=

O
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=
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led to be politely dampening,
irly Llizght-heartedly just the
g tne terms of the regulations
il and whether these apvplied
them that if they really
ties of importing large
lklands, fthey should discuss
naqe) who would be best
fficulties.
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4. Since Blanco at some stage in discussions of the YPF agreement
had mentioned that the RN tanks might be used to suvnply not only

the Navy and BAS, but also the Alginates, I asked aboutv their
Toreseen fuel reguirements. LThe ansgvier was that they would require
gas-o0ll and hoped to have the use of the Navy tanks. No doubt this
is not news.

ﬂﬂ”w:& Gty
éﬁv) e

M G D Evans

C & e G TN s
WIAD/FCO

CONTIDSNTIAL
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Se Ve arae amare that Perry has been negotiating with YPT for the
supply of gasoil and with tho Hinistry of Defence for the lease of the
Camber site and the hire of one R.N. tank. Ve have not heard, howmver,
how far these negotiations have proceeded.

{T.H. layng)

liss M.G.D., DLvans,
British Embasay,
guonos Aires,

CeCoe D.G‘.F. Hﬂll, ES(_[., LI.BIE.
West Indian and Atlantic Department,
Foreign and Commonwealth Office,

London, S oFels

CONFIDENTIAL




CONFIDENTIAL
coL/29/2¢

11th September, 1973

Alginate Industries Project

Thank you for your letber 4/2 of 7th September vhich draws
attention to & situation vhich v shall socon be obliged to face
squarely.

2% fie have knovn for a long time that both the pernanent airfield
project and the Alginates factory construction were going to require
an imported labour forcec. Sir iichael Haddow pointed cut about a
year ago that if non-U,E, labour was to be used, the opportunity
should be given to an Argentine force. He considered that to employ
Brazilians or Chileans would cause groat and needless cffence. A%
the same time wo nust apprecinte that passage expenses arc such that
the contractors for both projecis are likely to press hard for South
Anerican rather than U.Il. labour to be used.

3. e have alrsady in ths Colony some dozen or so ‘rgentine citizens
who abide by local legislation and pay Falklands income tax cte. IFf
this number is increased in pemny parcels, probably both [I.H.G. and the
hrgentines would feel able to wurn a blind eye to the sitvation. ILven
if larger numbers are imvolved, the matter oould remain cinmply on a
commercial level with the contractor first nesotiating cs neeessary with
the Argentine authorities for the supply of the bodies he needs, and then
with us on the conditions under vhich they work here.

L. Your mention, howover, of AMlgimtes seeking to recruit Argentines
for permanent positions in their operation here is new %o us, Discussions
hitherto have always been on the lines that managerial siaff would be U.K.
expatriates, foreman grades would be filled by Falkland Islenders and only
an itirverant labour force, here perhaps on 12 or 24 month contracts, would
be recruited from South ‘morica.

5ef ase

CONFIDENTIAL
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PRE-INVESTWEINT STUDY AGREEMSNT

(Section 3 of the Oversess Inveztiment
and Export Cuarantee Act 19772)

r;£1~gfr B of cﬁL“kaL_L{H -y

AF AGREDZIENT made this ...........j S 0000000 GEY .....j............ 5
Between o......,. . 90HN KIRBY ~  “  .,.... for and on tehalf of the

Secretary of State for Foreign and Commonwealth Affairs, with the

consent of the Treasury, and ALGINATE INDUSTRIES LIMITED L.,

A STE
whege rogistered office is at .%?.%$§€¥€€?f.%..%g{..........................

LONDON, WC2E BB

LR AP Y P4 e k20 P VO PR ECy Pa e e LLlacD

WHERATAS

1. The Proposer intends to carry out a study {hereinafter called "the study")
descrited in Part I of the Annex hereto in order to determine on or tefore

- LY T
PTG T e k| TR STl e R e RD e

"iatermination date") whether or not to make the investuwent of resources

(bereinafter cxlled "the invesimeni') descrited in Part II of the said Annex,

2. The rogoser huwx nade applicstion undzr the vrovicions of geztion 3 of
Lhe Overzess Investuent an rmort Guaraniecs Act 1572, for reimtursement

the O il t d Ev 1 Guar A

of port of ihe cost of the study if the Zroposer decides; as a result of the

study. not to make the inveslment.

coct of the

e
.
3
o
I
L
&y
”
b
it}

ila ¢f the cost trezskdowr of the esilimuts

study are sel out in Part IXX of the gaid fnnex,

:‘
]

4. ¢ Yroposer has satisfied the Secretary of Stale that it has
sufficient funds availatle to undertnke the study and that tho study doss

not conflict with the wishes of the Uovernment of J .'- e St el

o



IT IS HEREBY AGRELD AS FOLLOWS:-

1. (1) Sutject as hersinafter mentioned, if the Proposer; having

diligently carried out and completed the stvdy, decides not to mske

the investment, then, provided the Proposer -
(i) tefore the dete;mination date, notifies in writing
the Secretary of State of its decisionj
(ii) delivers, together with the notification referred to
in sutpara,raph (i) atove, 4 copiecs of a report of the
s8tudy, which report shzll include -

{a) full details of the investigrations carried out
within the terms of the study and of the results
of such investi;sations; exceplting only details
of trade secrets developed wholly out ide the
scope of the study;

(t) a cost breakdown of the actual cost incurred ty
tha Froposer in carrying out the study; and

(c¢) the reasons which caused the decision Ly the

Proposer not to mnize the investment: and

(1ii) tenders to the Secretary of Statec euch othzr infermation

regarding the study 2nd the rosalis of the sindy as he

lway rensonally requiresg
the Secretary of Siate shall, if he is satisfiel that the sindy

has tecn diligently carried out and is of 2 pr

ray to the Propocser a suls at ihe raie of

=

cost of the stuly certified as being a tive an

account by the independent zuditors of the ~roposer ory if that

proper scope and standard,
U per centwa of the actual

1 ¢correct statemnsnt of

ceat



is in excess of the estimated cost of the study, of the estimated cost
of the study, or the sum of EéS,OOO, which=2ver sum is the lesser,
(2) Subject as herecinafter mentioned, if the Proposer —
(1) dilipently carries out and completes the stndy ani, before the
detefmination date, notifies the Secretary of State in writing of
its intention to mako the investment,
(11)  subsequently — complies with the provisions of items (i1i)(z) ana (L) ani
{i1i) of subparagraph (1) of this parassraph, znd
(1311) within fthree years of the determination date gives notice to the
Secretary of State that, for reasons contained therein it has become
unatle to wzke the investment as a result of force majeure or acts other—
wise bevond ihe control of the Proposer,

then the Secretary of State srall, if he is satisfied {a) that force majeure or

5

acts otherwise beyond the conirol of the Proposer have prevented ii i'row making
the invesiment and (b) that the study has been diligently carried oui and is of a
proper scope and standard, weke a pavient {to the Provoser as provided in sub-

pararravh (1) hereofl.

(3) Subject as hereinafter menition=d, i7 the Troposzer -
(1) has commenced ithe giudy, and

(a) with thc approval of the Secretary of State, has terminated the
same prior to its completion. ov
(b) satisfies the Secretary of State that it kas becomz impossidble
to complete the study and,
{(1i)  in either event, complies with the provisions of iteus {ii)(a) and
(o) and (1ii) of =ubparaxraph (1) abave,
thien the Seeretary of State shall, if he is salisficed that ihat part of the study
which has been completed has been diligently carried out and is of 2 proper

scope and standard, make the Prepeser a pro rata payment ff:7 <9
4
( 5

N



in reapeet of ihat part of the stuly which has teen carried out, which
pro rata payment shall te caleulated having regard to the extoent to
which the study carried cut lears to the projected study and shall in
no case exceed the corresponding proportion of the estimated cost of
the study or the corresppnding proportion of £25,000, whichever is the
lesser. The sccounts sulmitted ty the Proroser to the Secretary of
State to show the exient to which the study carried out tears to the

projected gstudy shall te certified as bteing a true and correct statement

of account ty the independent guditors of the Proposer.

2. (1) 1f, 2t any time within three years after the deteraination
date, the Frovoser makes the investment in whole or in part and whether
direectly or indirectly it shell, within three months thereef, so infommn
the Secretary of Stzle ard, at the same time, shall repsy to the
Secretary of State any sums received ty it under fthe provisicns of

paragraph 1 hereof,

(2) If the l'ropcser, having in any way made the invesiment, fails
to comply with any of the requirements of sutnaragrvaph (1) of this
parasraph, it shall, in additirn tc the repsyment therein mentiencd,
ray to the Secretary of State, by way of liquidated damasez, interest
on the amount ¢ ihe said repayment ot the rate of &E per cenlum Ler

annum for the pericd fron the date of wuklig Lhe investmeni to ths

date of making the repaywert.

(3) Tor the purposes of this reragraph only the terms "lhe invesiment®

fl ahd

1. . . . e [ I———— - ~ >
iall include an inveslmenl of resuinrees, tade in eonseguence o
having resqaré to, the study and asimilar %o ihe investment, which waa

the sutject matter of the study.



e (1) The study and the report of the results of the gtudy
(hereinafter together called "the study information') shall be treated
as confidential by the Secretary of State unless and until payment is
made to the Proposer under the provisions of paragraph 1 hereof, in
which case the study information shall become the property of the
Secretary of State who maey, with the prior approvel of the Proposer
(which approval shsll not be unreasonably withheld), release all or eny
part of the study information to such third psriies as the Secretary of
State shall think Tit. Provided that, after a period of three years
from the date of the said payment, the Secretary of State may use

such study infermation as he sees fit without having to cbtain the

prior approvel of the Proposer,

(2) In the event that the Proposer uses consultentg or other
persons for the carrying out of amy pert of the study it shali ensure
that such consultants or other persens shall not digclose any part
ol Lthe study information to any person other ihan the Proposer or thc

Secretary of State.

%i. In this Agreement -

the term "girectly or indirectly' in relaticon te investment shall
include investment by way of loan, trust, sharc or stock subscriptions

or purchages o otherwisc howscever;

the term "“cost breukdown' shall mean the full deiails of the cost
referred to including the sslaries of the perscnnel engoged in the

study, the fees paid to consultants, per diem cxpenses for such persconel



and consuliants, reasonatle travel and equipment carriage costs, head

office costs clearly identificd as teing incurred colely as a result of

the study and equipmernt coats;

the term "it" or "its" vhere it relates to the Proposer shall te

deemed tc ineclude the masculine and feminine genders.

IN ¥ITNESS whereof the duly authorised representativee of the perties

hereto have set their hands the day and year first atove writien

Sipned Ty

e

for and on tehslf of the Secretary
of State for Foreign and
Cormonwealth Affairs in the

presence of:/éﬁaziﬂi}p4m

I e

et S St S e st P

Signed by

for zrd on behalf of ALCINATE |
THDUSIRIES
ITHMITED

“o PP P L LTRSS DY SO in the

et e PN e e

& G &
-

pregence ofs Ll - Ve A TraENle—
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ANNEX

PART I - DESCRIFTION OF STUBY

A feasibility study tc be carried out on a projsct for the establishment of a
seaveed processing factory at Port Stanley; Falklend Isiends.

The study, which will be largely carried out by Messrs Humphreys and Glasgow Ltd

wills
3. check precess qualiflcations;

ii. analyse the pover, services and effluent requirements

associated with this;

iii. defire the plant, buildings and handling equiprent required;
iv. examine the site and define the coustructiion tesks involved;

v. prepare a budget for the cost of the whole project;

vi. prepare a programie for the execution of the project;
vii. advise on comstructicn of dam for fresh water supply,

and associsted pumping and pipe line.
PART II ~ DESCRIPTION OF INVESTMEN
Subject to the satisfactory completicon of the study as descritbed in PART I of this
Amngzx, the Proposer interds to forﬂ a wholly owped Subsicissy in the Falkland Islends.

The Preposer's participation will be financed by funds transferred from the United
Kingdem.

FART III - COST PREAXDGHN
1.  HIHPHREYS ARD GLASGOW LID

2) Horl sg ner atiasched Proisch Prosrerme

Prepsratory work at Facteries in Scotlarnd Senicr Frojeet Eugineers

and in 0ffice at Londop (lezrning process

[SaSa ] =}
preparing flow diagrems briefing about
Project, ebe).

Engineering wor
gnd rn\n s 1+1 0o

clvll and electl

: i&l and fipal Reports,
slstence pxpenses during
g in Scobland.

=

W

1600 hre @ £8.7¢
per h¢ 214,000,

saend Lo 1- -~
Jundgr Ens
Lo L Lo I D
el & LTS
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Ovorsegs Visits -

Site Visits in Felklend Islanda.

1 visit 2 men for 10 days ( 7 days F.I., 3 days Argentine)
1 1t 2 0 unoq7 " (1}+ " " 3 " " )
Salaries 54 dayvs al £45 per day.

Ixpenses Overseas " £20 "
4 Ajr fares at £495 return,

Total Estimante Iumphreys end Glasgow Litd.

SITE SURVEY WORK IN PALKLAND TSLANDS.

Survey Murrell River estuary at Dam site.
Grid Survey of Factory site including core dstiples.
Hydrogravhic Survey of Camber Harbour, etc.

Estimats for Survey work to be cerried out by
local Contractors under guidence of A.Il.L.
resident Manager.

LLGTIATE THDYSTRIES LID.

a) Liason work with Humvhrevs & Glaseow (exnloining
procecss, design. layouis efc.

Chief Ingineer -~ 3 wecks at £120 per week

Project Ingineer - 5 " nmgto omoow

Huuphrevs and Glascouw.

- S

10 days salary
Bxpenses at £20 per day.
1 returrn tir fare,

Total Estimate Alginate Industries.

Sumiary of Hstimates:

Hunphreys and Glasgow Ltd. L£33,55h

Site Survey Work
(Local Contraclors). 1,500
hlginate Industries Ltd. 1,055
Total £56,509

200
200

432

559

“reaereiala
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ALGINATE INDUSTRIES

L I M I T E D

DIRECTORS!

W.R.MERTON, Charman.

R.R MERTON,

MCEDOWELL ,
ANKES

R
A
R
D ]

F

M C.PERY,
R

c
.H.
L.
L
.H.
NE

Ful SUNKREREATTO (novaTAf

W.NORMAN,.O.BE.

G .GRIFFITH-JONES.

d’ERLANGER.

TELEPHONE:
22, HENRIETTA STREET, LONDON, WC2E 8NB o0l-836 0451/4,
0l-836 0142f3.

Managing 3
. CAMPBELL-PRESTON _ ! n; S — TELEGRAMS:
OBE.MCs | TwT P

“ALGINATES.
LONDON.WC2”

CABLES:
"ALGINATES. LONDON.W.C.2"
TELEX: 23815.

19th September,1973
RRM/mba

T.H.Layng Esqg.,
Colconial Secretary,
Port Stanley,
Falkland Islands,
South Atlantic.

Dear Mr. Layng,

Although you will doubtless have been kept
informed of our talks with the Foreign Office regarding
Tax Legislation, I thought you would be interested to
hear from me how matters stand at the present time.

The enclosed summary prepared by John Comben, who
is really responsible for the final shape of the
proposals, is to be used as a basis upon which to approach
the Inland Revenue Authorities.

Having obtained approval to the general principle
of a tax holiday the Inland Revenue will then be approached
in order to obtain agreement to the specific proposals
relating to our activities, with special reference to
agreeing figures for such matters as transfer prices.

Always assuming that all goes well up to this point
we should then be in a position to embark upon the task
of making the necessary arrangements for financing the
project.

continued...

Registered in England (No. 285993) Ragigterad Office 22 Henristta Street, London WC2E 8NB
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I am very sorry that the considerable trouble
you took to prepare tax legislation in connection with
the original scheme for Double Depreciation has given
way to John Comben's present scheme but I have no doubt
that we shall live to benefit from his experience.

In any case we are extremely grateful to you for
the trouble which you took.

Please do not hesitate to let me know if there
are any matters which do not appear to be entirely clear.
Yours sincerely,
. S
"CJ [iv"(&l /
;7\ ( ~ )
R.R.Merton

Enc.
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TELEX TG BAS LOMNDON

Friday 5th October, 1973

To Director =

£

Your AS/111/1. Single Officers' Quarters. I have no objection

A SRR SN

to asszignment of lease,

ACTING GOV ERNOR

CZQ e e BAS lbx Lk

pa
(/.vq( 75)




ALGINATE INDUSTRIES

MRS TENES, &

DIRECTORS:

W. R MERTON, Chairman.

R. R. MERTON 3 :

R. CAMPBELL-PRESTON, [Moncging
O3.E., M.C. Directors.

A. C. W. NORMAN, C.B.E.

GIRVAN AYRSHIRE
KA26 - 9QJN

TEL. TURNBERRY 281

TELEGRAMS
“ALGINATES GIRYAN TELEX

TELEX 77248

R H. McDOWELL HEAD OFFICE
D. L 3ANKES. 22, HERRIETTA STREET,
F. L G. GRIFFITH-JONES. LONDON, WC 2E aNE.
M. H. C_ PERY.
REGISTERED 1N ENGLAND (Ne. 285393)
REGISTERED OFFICE 22 HENRIETTA STREET, LONDON, WC2E 3N8
SGD/JH

18 September 1973

Layng
Chief Secretary
Governuent HZouse
Talkland Islands

.
Dear Mr Layng

Fy colleasues and I have now returned home from a most enjoyable first
vigit to the Falkland Islands, and would like to thank you for the kind
assistance offered to us during cur stay, and for the opportunity o have
several discussions with you.

¥r Fery and I are continuing our discussions with the M.0.D. regarding the
availability of the Camber Site and are nroposing to construet a new building
adjacent to the existing fire equipment garage at the Camber to accommcdate
the fuel and various stores currently held in the coalsheds.

le are also interested in the purchase of the two Virlees engines, gencrators
and spare parts which we understand will shortly become redundant at your
Fouer Statioen. Mr Fery informs me that negotiation should be started at the
UK end, meanwhile we have asked that I Gooch should contact you for an
cpportunity to carry out a detailed inspection of their mechanical condition.

If yov can spare time during your foxrtheoming visit to the U.K. we would be
most pleased to see you at our Head Cffice in London or either of our factories
in Scotland.

Thark you again for your kind assistance.

ity Yours sincerely

S6.Ocnn

1968 5 G Donn
monme e COUNaNY Chief Engineer
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’ 1, Angrove House,

Goldsmith Avenue,
Crowborough,
Sussex TN6 1RH,

T. H. Layng Esgq., England.

Chief Secretary, 3
Falkland Islands. 4 September 1973
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Al=zinate Industries Ltd,

I have peen assuming until now that the FCO had kept you inf'ormed
about AIL developments but a report I have just hed from the company suggests that this
may not be the case. At any rate it will do no harm if I give you a rapid summary of
the position,

You will rememoer that when I was with you Mickey Pery came out with a "double
depreciation" scheme by which the company hoped to obtain UK tax advantages. This scheme
was flawed and had to be abandoned. I suggested an alternative which has since veen
modified at the suggestion of AIL's tax adviser and details were finally s#ftled in an
interview {at which the Governor was present) held at the FCO on 22nd June, At the end
of that interview David Hall asked me to write a Brief feor Ministers describing the scheme,
This I did and assumed that a copy would be sent out to you. It now seems possible that
you have in fact never seen it. It was agreed with AIL and I understand that they are
immediately sending one of their copies to you. It describes in non-technical language
the scheme we have devised.

AIL operate in a "development area" of the UK (west coast of Scotland) and so are
conditioned to receiving UK tax concessions. They allege that they could not operate
successfully in the Falklands if they had to bear the full burden of UK tax on their FI
profits, It is proposed therefore that they should make use of the provision in UK
tax law which authorises the UK Revenue to give a credit againstUK tax for tax of another
country which has been foregone by that country in order to encourage a pioneer industry.
This means that the company gets something for nothing and virtually receives a grant
from the UK Revenue, If AJL formed a subsidiary in the Falklands which wanted to take
advantage of this provision the following steps would have to be taken:

a. You would have to pass an Ordinance giving the Governor in Council
power to grant a tax holiday for a limited period (say ten years) to
a company suitably qualified and starting a pioneer industry;

b. AIL's subsidiary would have to apply tor and be granted such a tax
holiday;

c. The UK/FI double taxation agreement would have to be amended to
provide for relief against the subsidiary's UK tax equal to the tax
you have foregone.

This, of course, would be fine for the subsidiary company but it would deprive the
FI Government of all tax on the local protits., Yhat is now proposed therefore is that A]
should form two subsidiaries in the Falklands, a harvesting company (HC) which will collec
seaweed and sell it to a manufacturing company (MC) which will make calcium alginate to
Bé&“s6le to AIL in Scotland. Of these, only MC will apply for the tax holiday. HC will
pay FI tax,

The real difficulty comes when we get down to figures. The profits of HC (on
which FI tax will be paid) will depend upon the price at which it sells wet seaweed to .
MC. The profits of MC (on which the UK tax relief will be based) will depend on the prics
at which it sells Caalg to AIL. There is no established market in either of these
commodities. AIL will want to pitch the price of CaAlg as high as possible since the
higher that price the greater their tax relief. This, however, is entirely a matler



between them and the Inland Revenue here and I shall keep severely out of it. As regards
the price at which HC will sell seaweed to MC, this will be fixed at such a figure as
will result in the payment to the FI Government in tax of £17 per ton of CaAlg exported.
If everything goes according to plan this should give you a tax revenue from HC of some

£100,000 a year when the scheme really gets going - and this will be in addition to
the royaslties payable for harvesting the weed,

I have drawn up a draft of a section to go in your Income Tax Ordinance giving [
the Governor in Council power, subject to certain safeguards, to grant tax holidays !
in approved cases. I enclose a copy of this draft., What do you think of it? And, r/t}
in particular, do you think you will be able to get T Through? —Or OOUrSe it is in |
general terms and it may be that there will later be other pioneer industries asking
for its benefits. But at the moment we are thinking of AIL and the scheme described
above, I hope that nobody is going to be greedy and try to get FI tax on the whole of
#IL's local profits. If they are satisfied with taex on the profits of HC only they
will, in my opinion, get a very reasonable contribution to Government together with
the side benefits of an entirely new industry and the hearty goodwill of its directors.
It they ask for too much they may imperil the whole thing.

I must also go to the Inland Revenue here and ask them whether they would be
willing, if you passed legislation in the terms of my drzft, to make the necessary
amendments to the double taxation agreement. 1In view of the slowness of communications
I do not propose to wait for your comments but I am now sending the draft to the
Revenue asking in general terms if they will co-operate., I do not expect any difficulty
and if' they agree in principle the first formal step will be for you to pass the
legisiation., The agreement cannot be altered until this is done since it has to refer
to the legislation by quoting section and Ordinance.

I think that is all tor the time being. As you can see, this is a pretty

considersble undertaking. If you opened me up at the moment you would find Alginates
written on my heart (crossed with Pobjoy).



Pioneer
companies.

FALKLAND ISLANDS INCOME TAX

PIONSZER COMPANIES

- . - (1) vnere, having regard to the economic and other benefits
likely to accrue to the Colony, the Governor in Council is of the
opinion that it would be in the public interest to do so, he may by
order declasre any company which is carrying on or intends to carry on
a trade or business in the Colony to be a pioneer company whereupon
the provisions of this section shall apply to such company either in
full or to such modified extent and upen such conditions as the GovernoTl
in Council may by such order specify:

Provided that a company shall not be declared to be a pioneer
company if the Governor in Council is not satisfied that the capital
to be effectively employed in the trade or business in the Colony wiil
be at least two hundred thousand pounds,

(2) The profits from the trade or business in the Colony of a
pioneer company shall be exempt from the tax for such period (in this
section referred to as a "tax concession period") not exceeding ten
years as may be specified in the order made under subsection (4 ).

(5) Application for an order under this section shall be msde
to the Governor through the Financial Secretary by the company which
carries on or intends to carry on the trade or business in the Colony
or by any other person intending to be ccncerned in the formation of
such a company.

(4) Every application made under subsection (3) shall contain -
following particulars -

(a) the nature of the trade or business which is carriec
on or intended to be carried onj;

(b) an estimate of the benefits to the economy to be
expected from such trade or business;

(¢) the estimated amount and purpose of the capital to
be employed in the trade or business;

{(d) the conditions under which workers will be employed,
their numbers and provisions for their housing; and

(e) such other particulars as the Financial Secretary may
reguire,

(5) An order made under this section may be revoked or amended
with or without the agreement of the company in any case where it appears
to the Governor in Council that any of the particulars supplied by the
applicant in or inconnection with his application were recklessly or
wilfully errcneous or misleading.

(6) The terms of any order or of the revocation gr amendment
of any order made under this section shall be published in the Colony
in such manner as the Financial Secretary shall direct.



(7) Upon the agreement by the Commissioner of the amount of
the profits of a pioneer company to be exempt from the tax under this
section or upon the final determination of that amount on appeal, the
amount thereof shall be credited by the company to a special account
and the amount of any dividend paid out of that account to the company's
shareholders shall be exempt from the tax in the hands of such share-
holders;

Provided that no such exemption shall apply to a dividend
declared more than two years after the end of the company's tax
concession period.
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CONFIDENTIAL
EXECUTIVE COUNCIL

No. %4/73

Alginate Industries Itd.
The exclusive licence issued to Alginates Ltd.

is conditional and if the Company fails to achieve an

average annual production of ,5.000 tons of dried milled A ¢

kelp during the two years immediately following the

20th September 1977 the exclusivity of the licance

is in jeopardy.

2. Jlegotiations are taking place in Tondon
for Alginates Ltd. to obltain the necessary Tinance
190 pE@EEel WLkl et i RE e L s Geleie A oibiee
Mr. R. R. Herton, the Managing Dirscter c¢f Alginates
Ltd., has informed CGoverniment tnat it is impossible
to predict with absolute eccuracy exactly hoy fast
their local activities will proceed, an! in view of
this has asked o amend the exigting sgreement so
that Alginates Ltd. do not lose their exclugivity
it, for some unforseen reascn, they do not procsess
tie prescribed amount of kely by the date dictated
in the licence.

3. Council is asked to advise that a letter
from His Excellency the CGovernor be sent to Alginates
Iid, to satisfy Mr. Merton's requeshs. The letter
Ihas veen drafted by the Coiony's Tncome Tax Adviser,
tlir, John Comben, wao considers thot the térms will
‘prot@ct Tovernment sufficieantly. The effect is that
if AL shall fail ©to achizve in the two consecutive
years imeediately follicwing The fifth anniversary
cf the date of the Jicence of 20tk Beptemker, 1972
an averags production per anaum of 4,000 mecric tons
e Rcloie: oo ikl e dilce it el e R Gloreirris s N Gl et cmaiia e
the right granted 1o him by (h) of clause 4 of that
Ticence to ravoke AIT's excliusivity provided that:

(a) the Governor 15 satisfied at the end
of these two years that AYT is actively
purisuing oche operation of havvesting and
procesging kelp in the Coleony:

(L) ATL has by the cnd of those iwo years
incurred expenditure of at least £2 million
on conswructions, plans and ecuipment in
the Colony; and

(c) AIL undertakes to pay from the datc of
the fifth aaniversory of {the saig Licence for
ezch year in which its production falls short
of 4,000 tons the royalty which it would have
been liable to pay if ites production had

been 4,000 tons.

e Secretariat,
Stanliey.,

Raf: COM/2g/2C

24th September 1973.




Ref: CC¥/29/2 174h Cetober 1973,

Mhanl- vou for your letter of 19th September, ond 1 am
most arateful to you for the various enclogures wiich you
sent bringing me up to date with recent developments in
london.

2. Byldhe szme:mail I, reecived.lelicrs from Joh
Tonibhe) Luard m snd David ¥all, #o LRl ghiet: L new
(o n, “Stuart Donm anc At all, @o ni: 1l e

rve. the fullipicture.

i et week, we are taking fc Touneil the davice
worlked out hy Joka JTembhen whereby the excelusivity of your

1deomrnico a0 '!:“A? "".:L":.-.LFI ; i1 be gsfegus ‘JEG.. -e do ITO'IG
P PN .‘I._._,...j..n.. . B "..'. £+ .-I"|II .','_.q l_—l..‘-\,'-.:.-' pe ns AT -_'.'-i ‘_L-‘ ¥ -‘:_‘.-‘,
but 1all cf couxrse advis pu of the aatceome of the
neating in due course.

i fher Governor retuims on Monfay. and bhel Tolldawing
ieel I hone %o #ot away on 2 noriiocn of the leave -stiil
aue So.me from mLorvices in the Pecifie. I cxpect io be

heek here arcund Thrigtuso.

Yourg sincerzly,

]

. R 'Merton:, Pog.,
~narine Direclor,
Meinnte Tndustries,
22 Henrjetha Strset
Tondon WiE2E 8N,

N300 J. B. Comhen,. Bsq.,
1 ’ngrove ITouse,
Goldsmith ‘venue,
Crowboroush,

Svssex TE6 1RH,
England.

OB
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Raf: CC‘I\‘T/29/2 17Tth October 1973.

Thank you very much fTor your letter of 19th
Jeptember. 1 am zlad that vou enfoved your visit
to the Talklends. The westher, miraculously, has
remained hot and sunny ever since you left.

FN e B sifal et Fntareste#Sio . hear, fin due
course, the outcome of your discussions with the
Ministry of Nefence corcerning the Zamber site.

5. Te are somewhrt at 12 loss to understand
your parszraph three., The two generators in which
vou are intercsted are +the properiy of the Falkland
lslands Government, and any recsotiationg for their
fplire nasenidltneed jstov et eondueted with ‘eur
Financial Jecretary o myself. The ultimate
decision on their sale rests with the Standing
Tinance Committes of our Iesmislature. There is
novody in Lordon who has any locus standi on this,
which is purely an internzl matier.

9]
but 28 I am reluctant, havinzg jvst survive
Talkland winter, te weturn to = UK ons, T .
only be spending a weelk in inglend. Thus 1 doubt
whe ther 1 shall have time To contact you or your
London Cffice.

4. I hope ito set avway on lesve or the 29th,
=

oo T Banes, S Bsh...
Mlezinate lndvstries,
Girvan,

tyrshire, K126 9J,
United Fingdonm.

CB
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NOTICE OF
ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Thirty-eighth Annual General Meeting of Alginate
Industries Limited will be held at 22, Henrietta Street, London, W.C.2, on Thursday, the

Seventeenth day of May, 1973 at 12 noon, for the following purposes:—

1. To receive and adopt the Directors’ Report and the Statement of Accounts
for the year ended 31st December, 1972.

2. To declare dividends.

3. To re-elect Directors.

4. To fix remuneration of the Auditors for the ensuing year.
5. To transact any other ordinary business.

A Member entitled to attend and vote at the above Meeting is entitled to appoint a
Proxy to attend and on a poll vote instead of him, and that Proxy need not also be a

Member.
By Order of the Board,

D. G. JONES,

Secretary.

22, Henrietta Street,
London, WC2E 8NB

25th April, 1973.




STATEMENT BY THE CHAIRMAN

It is with much regret that | have to report the resignation as a Director of Mr. Antony
Norman at the end of last year. Mr. Norman was with the Company from its earliest beginnings and
became a non-executive Director shortly after the end of the War. His resignation is occasioned
solely by his decision to live abroad, but | know that he will remain keenly interested in the future
of the Company.

Record sales and profits were achieved in 1972, in spite of considerable losses caused by
the power crisis in the earlier part of the year. Once again the volume of export sales accounted for
78 per cent. of the total and this figure is likely to continue during the current year. | am sure
you will be pleased to learn that following upon our success in 1968, The Queen’s Award to Industry
has again this year been conferred upon the Company in recognition of our export achievements.
The floating of the £ last summer has increased the competitiveness of our products in overseas
markets, although the advantages will not be fully felt until the second half of this year.

In February 1973 the capital of the Company was, as you know, reorganised in order to
bring it more into line with the funds employed and to give the former Preferred Ordinary share-
holders a more orthodox type of share. As a result the Preference dividend, which under the new
tax regime is shown after deduction of tax, is increased by 124 per cent. from the equivalent paid
previously. In the case of the Ordinary dividend, the cash requirements of the Company do not
permit any significant increase and the amount recommended is 2§ per cent. gross.

At the end of the year the high volume of sales had resulted in a decrease in stocks of
alginates. You will remember that the year started with a larger stock of finished alginates than is
usually carried. Nevertheless the value of total stocks shown in the Balance Sheet is higher than
last year, partly due to the unit value of alginate stocks having increased and partly to an increase
in the value of weed stocks and general stores.

Capital investment in 1972 reached the forecast figure of £542,000. With the increase in
sales which occurred last year and the further increase of about 15 per cent. which is expected
in 1973, it is necessary to provide considerable extra production capacity once again, with the
result that the capital expenditure planned for 1973 will reach approximately £1,250,000. This
will provide an increase in capacity of 17 per cent. by the first quarter of 1974, as well as preparing
the way for further increases in the future.

This increase in production will require additional supplies of seaweed. All but a few small
areas of the United Kingdom and Eire are now being harvested to the full and the two harvesting
boats which operate in the Hebrides have made it possible to reach areas denied to land transport,
albeit at extra cost. Already large quantities of seaweed are imported from Norway and elsewhere
and additional supplies from these sources will be obtained to cater for the increase in production
which can be foreseen over the next five years. Beyond that, however, it will be necessary to rely
upon supplies from the Falkland Islands and in this connection | am pleased to report that the
agreement with the Falkland Islands’ Government, giving us exclusive rights to a large quantity of
seaweed, has now been signed and work is proceeding on the next stage of the pilot plant.

The considerable increases in production and sales which are forecast will offset the rise
in costs of labour, raw materials and chemicals, which must be expected to continue. There are at
last some grounds for thinking that inflation in this country may be moderating for the time being
and so far this has been achieved without impairing economic growth. For the first quarter of this
year sales have easily outstripped those for last year and there is, therefore, every reason to expect
a further increase in profit for the current year.

4



All the Company's various departments continued to develop satisfactorily during the year,
and it has been decided to set up our own sales office in Germany at the end of this year, instead of
selling through an agent. You will notice from the accounts that the cost of the Staff Bonus Scheme
has come down by nearly £20,000 compared to 1971. This Scheme, which has been in operation
for many years, was based on part of the increase in profits each year being paid as a cash bonus
to the management at all levels in proportion to their salaries. Some time ago an overall limit of
20 per cent. of the gross profit was imposed but with the increase in staff qualifying for bonus it
became impracticable to continue the old Scheme, and the opportunity was taken last year of
incorporating part of the bonus into salaries and re-distributing the rest as a fixed percentage of the

annual profit.

In conclusion, | am sure you would like me to express shareholders’ thanks to the manage-
ment and employees throughout the Company.

W. R. MERTON
Chairman




REPORT BY THE DIRECTORS

For the vear ended 31st December, 1972

The Directors submit herewith the Accounts of the Company for the year ended 31st December
1972,

1972 1971
1. Profits and Dividends £ £ f £
The net Profit of the Group for the year
ended 31st December, 1972 aftercharg-
ing all working expenses amounted to 550,079 441,014
There is required as reserves:—
For taxation an the profits for the year,

including adjustments for previous years 48,552 116,684
For a transfer to reserve in respect of
taxation deferred by Capital Allowances 119,100 46,100
167,652 —_— 162,784

Leaving a Net Profit after Taxation and —_— _—
Transfer to Reserve of ... 382.427 278,230
Your Directors recommend that the
following Dividends should be paid:
2% Cumulative Preference Shares
of £f1 each—a gross dividend of
£49,065 on which £14,720 is payable
to the Inland Revenue (1971—Gross) 34,345 43,613
On the Ordinary Shares of 25p each—a
gross dividend of 23% equivalent to
£20,565 on which £6,169 is payable

to the Inland Revenue (1971—Gross) 14,396 20,162
48,741 63,775
Leaving an unappropriated balance of ... 333.686 214,455
To which must be added the unappropri-
ated balance brought forward from last
year ... 1,358,223 £1,143,768
Giving an unappropriated balance to be

carried forward of ... . £1.691,909 £1,358,223

2. As explained in Note 6 on the Accounts, the Capital of the Company was reorganised on
the 16th of February 1973 and of the unappropriated balance of £1,691,909 shewn above
£1,269,645 was capitalised and was applied in paying up in full at par unissued Capital of
the Company, leaving a balance of £422,264 to be carried forward.

3. Board of Directors
The Directars of the Company whose names appear on page two, were Directors during all
of 1972. Mr. A. C. W. Norman resigned from the Board on the 31st December, 1972.
Mr. F. L. G. Griffith-Jones and Mr. M. H. C. Pery who retire by rotation in accordance with
Articles 84 and 85 of the Articles of Association of the Company, offer themselves for re-
election.

4. Directors’ Interests in Shares of the Company
The Register kept by the Company for the purpose of Section 27 of the Companies Act 1967,
shows that the number of Preferred Ordinary Shares and the number of Deferred Shares of the



Company in which the Directors of the Company and their families had an interest as at the
31st December 1972, is as follows:—

Director Class of Share Holding at Holding at
1st January, 1972 31st December, 1972
Beneficial Other Beneficial Other
Interest Interest Interest Interest
Mr. D. L. Bankes Preferred Ordinary 50 — 50 —
Deferred 1 — 1 —

Mr. R. M. T. Campbell-

Preston Preferred Ordinary — 1,354 — 1,354
Deferred 3 1,957 3 1,957
Mr. R. H. McDowell Preferred Ordinary 50 — 50 —
Deferred 2 — 2 —
Mr. R. F. d’Erlanger Preferred Ordinary 1,950 — 1,950 —
Deferred 5,006 — 4,000 —
Mr. F. L. G. Griffith-Jones Preferred Ordinary 1 — 1 —_
Deferred 1 — 1 —
Mr. R. R. Merton Preferred Ordinary — 4,209 — 4,209
Deferred 2,918 3,048 2,918 3,048
Mr. W. R. Merton Preferred Ordinary — 7.803 — 7,803
Deferred 4,113 14,946 4,113 14,946
Mr. A. C. W, Narman Preferred Ordinary — — — —
Deferred 1,716 — 1,716 —
Mr. M. H. C. Pery Preferred Ordinary — — 1 —
Deferred — — — —

No Director has a financial interest in any shares of subsidiary Companies.

There are no schemes to benefit Directors by enabling them to buy shares of the Company or
any other Company.

None of the Directors had a beneficial interest in any contract to which the parent Company or
a subsidiary was a party during the financial year.

b. Principal Activities
The principal activities of the Company have continued to be the manufacture and sale of
alginates, together with the collection and processing of seaweed as a raw material for
alginate manufacture.
6. Exports
Alginates to a value of £3,255,616 f.o.b. were exported during the year.
7. Employees—Number and Remuneration
The average number of employees employed each week was 630, and the aggregate
remuneration paid or payable to them for the year was £1,167,129.
8. Political and Charitable Contributions
No political contributions were made during the year.
Charitable contributions made during the year amounted to £118.
9. The position of the Company in connection with the close company provisions of the Finance
Act 1965 has not yet been determined.
10. The Auditors, Messrs. Smallfield, Fitzhugh, Tillett & Company, Chartered Accountants, have
intimated their willingness to continue in office.
By order of the Board
D. G. JONES
Secretary.
London,

25th April, 1973.



ALGINATE INDUSTRIES LIMITED AND

BALANCE SHEET as at 31st December, 1972

Notes

Assets Employed
Fixed Assets
Subsidiary Companies .
Interest in Associated Company

Current Assets:
Stocks and Stores
Debtors ..o,

Cash with Bankers and in Hand

Less Current Liabilities:
Creditors
Current Taxation..............cce...,
Corporation Tax due 1.1.74 ...
Proposed Dividends of Alginate
Industries Limited
Bank Overdraft

Net Current Assets

Financed by:
Issued Share Capital of Alglnate
Industries Limited ...

Capital Reserves ..
Retained Profits
Taxation deferred by Capital
Allowances

W N

[te) o~

SUBSIDIARIES &

Alginate Industries The Group
Limited
1972 1971 1972 1971
£ £ £ £
1,377.823 1,058,621 1,537,861 1,218,256
127,449 165,681 —- —
13,900 14,695 13,900 14,695
1,338,843 1,263,162 1.414,772 1,332,591
1,022,110 894,404 1,036,923 927,148
2,169 1,920 8,585 14,526
2,363,122 2,159,486 2,460,280 2,274,265
474,991 418,653 521,018 454,460
122,343 174,993 126,782 176,243
76,000 127,000 78.442 131,444
48,741 63,775 48,741 63,775
926.120 824,631 927,609 824,631
1,648,195 1,609,052 1,702,592 1,650,553
714,927 550,434 757,688 623,712
£2,234,099 £1,789.431 £2,309,449 £1,856,663
127,551 127,551 127,551 127,551
224,783 224,783 224,789 224,789
1,635,765 1,308,097 1.691,909 1.358,223
246,000 128,000 265,200 146,100
£2,234,099 £1,789,431 £2,309,449 £1,856,663

WILLIAM R. MERTON

R. R. MERTON

} Directors.




@ ALGINATE INDUSTRIES LIMITED AND SUBSIDIARIES

CONSOLIDATED PROFIT AND LOSS ACCOUNT
for the year ended 31st December 1972

Notes

Turnover

Group Trading Profit

Provision for Depreciation, after appropriation of £37,036 from
Investment and other Grants (1971—£34,774)

Directors’ Emoluments 10

Staff Bonus Scheme (other than Directors)

Auditors’ Remuneration

Interest on Bank Overdraft

Group Profit before Taxation ...

Taxation 9

Group Profit after Taxation ... PR s s ot A S

Retained by SUDSIAIArIES ...t ssssssismssssssssasss

Profit after Taxation of Alginate Industries Limited available for
APPropaation ...

Dividends of Alginate Industries Limited............mmions 11

Retained in Reserves by Alginate Industries Limited ...

Group Group
1972 1971
£ f
4,641,340 3,747,799
900.677 762,531
155,302 125,756
93.689 82,234
33.769 53,174
1,750 1,455
66.088 58,898
350,598 321,517
550,079 441,014
167,652 162,784
382,427 278,230
7.018 10,147
375,409 268,083
48,741 63,775
326,668 204,308




ALGINATE INDUSTRIES LIMITED AND SUBSIDIARIES g

NOTES ON THE ACCOUNTS—31st Dacember, 1972

(a)

(b)

10

Fixed Assets

ALGINATE INDUSTRIES LIMITED:
Cost at beginning of year.
Additions during the year at cost.

Disposals during the year at cost ........

Cost at end of year

Deduct total Investment and other Grants recelved
and receivable

Net Cost at end of year

Deduct Depreciation:
at beginning of year
provided this year
adjustments re disposals

Aggregate Depreciation
Deduct Investment and other Grants appropriated
to Profit and Loss Account

at beginning of vear ... ...........

for the year

Net Book Values at end of year

Investment and other Grants carried forward to
future years . ... e :

THE GROUP:
Cost at beginning of year ..
Additicns during the year at cost .

Disposals during the year at cost ...

Costatendofyear ... ... ...
Deduct total Investment and other Grams recelved
and receivable

Net Cost at end of year

Deduct Depreciation:
at beginning of year
provided this year
adjustments re disposals
Aggregate Depreciation
Deduct Investment and other Grants appropriated
to Profit and Loss Account
at beginning of year
iar the year

Net Book Values atendofvyear ... ... .

Investment and other Grants carried forward to
future years ...

1972 1971
Land Buildings and
Roads
Freehold Leases less Plant,
than 50 yrs Machinery
to run etc. Total Total

£ £ £ £ £
411,122 172,190 1,640,476 2.223,788 1,981,007
149.384 34,707 348.872 532,963 254,216
560,506 206,897 1,989,348 2,756,751 2,235,223
— — 23,204 23,204 11.435
560.506 206,897 1.966,144 2,733,547 2223788
108.544 21,016 404,715 534.275 461,462
451,962 185.881 1.561.429 2,199,272 1,762,326
85.244 43,066 707,095 835,405 704,331
23.526 7.915 137.603 169.044 138.001
— — —16.765 —16.765 —6.927
108,770 50,981 827,933 987.684 835,405
11,960 3.146 116.594 131,700 99,509
4,829 894 28,812 34,635 32,191
91,981 46,941 682,527 821,449 703,705
359,981 138,940 878,902 1,377.823 1,058.621
91,7565 16.976 259,309 368,040 329,762
482,954 182,697 1.866.146 2,531,797 2,270,322
151,876 36,761 369.118 667,755 277,425
634,830 219.458 2,235,264 3,089,552 2,547,747
- — 27,827 27.827 15.950
634,830 219.458 2,207,437 3,061,725 2,531,797
115.692 21.016 433,399 570,107 496,373
519,138 198.442 1,774,038 2,491,618 2,035,424
103.657 46,608 807,246 957,511 806,196
25,446 8.630 158,262 192,338 160,630
-— —_ —-18,713 —-18.713 -9,215
129.103 55,238 946,795 1.131.136 957,511
13,373 3,146 123,824 140,343 105,669
5,116 894 31,026 37,036 34.774
110,614 51,198 791,945 953.757 817.168
408,524 147.244 982,093 1.537.861 1.218,256
97.203 16,976 278,549 392,728 356,030




. NOTES ON THE ACCOUNTS—(Continued)

1972 1971
2, Subsidiary Companies £ £
Shares at Cost ..o 25,696 25,696
Shares at Directors” Valuation .. 35.000 35,000
Amounts due on Current Account 67.453 105,685

128,149 166,381
Less amount owing on Current Account 700 700

127.449 165,681

3. Interest in Associated Company
Shares at Cost ... 10,998 10,998
Amount due on loan 2,902 3.697

The following information is given in respect of the investment in the associated company.

13,900 14,695

Income (before Taxation) included in AIL accounts for 1972. — -
AlL share of profits per latest accounts received:

Before Taxation 2,290 2,212
After Taxation 2,278 2,176
AlL share of aggregate undistributed profits since acquisition 18.190 15912

4. Stocks and Stores

In general, stocks have been valued at cost or net realisable value whichever is lower. In determining cost all
selling expenses have been excluded.

5. Bank Overdrafts

6. Share Capital of Alginate Industries Limited

Secured 713.050 676,331
Unsecured 213.070 148,300

£926.120 £824,631

As at 31st December, 1972 the Share Capital of Alginate Industries was:

On the
(i)
(ii)

Authorised Issued
50 per cent Non-Cumulative Preferred £ f
Ordinary Shares of £1 each fully paid 100,000 87,227
Deferred Shares of 50p each fully paid . 50,000 40,324

£150,000 £127,551

15th of February, 1973 the Capital of the Company was recrganised as follows:
The Authorised Capital of the Company was increased to £1,700,000.
£566,976 being a part of the amount standing to the credit of the undistributed profits was capitalised and
applied in paying up in full at par the 566,976 unissued Preferred Ordinary Shares of £1 each. Such shares
were then allotted and credited as fully paid among existing members at the rate of thirteen shares for each two
shares held. The Shares were then re-designated as 74% Cumulative Preference Shares of £1.

£702,669 being a part of the amount standing to the credit of the Undistributed Profits plus £20,713 standing
to the credit of General Capital Reserve plus £204,070 standing to the credit of the Share Premium Account
was capitalised and applied in paying up in full at par 1,864,904 Deferred Shares of 50p each. Such shares
were then allotted as fully paid among existing members at the rate of twenty-three new shares for each share
held. The shares were then sub-divided into two shares of 25p each and were re-dasignated Qrdinary Shares
After the rearganisation of Capital and after bringing into account the undistributed Profits for the year ended
31st December 1972. Shareholders Funds appear as:—

Share Capital Authorised Issued
£ b

74% Cumulative Preference Shares of £1 each fully paid . - . 654,203 654,203

Ordinary Shares of 25p each fully paid ... A i 1.045,797 967,776

1,700,000 1,621,979

Retained Profits ... . . . . 422,270
Taxation deferred by Capital Allowances 265,200
£2,309,449

11



NOTES ON THE ACCOUNTS—{Continued)

7. Capital Reserves

Share Premium Account ..
General Reserve:
Balance at 31st December, 1971 .

Balance at 31st December, 1972 .

8. Retained Profits

As at 31st December, 1971 ...
Undistributed Profits for the year

Undistributed Profits carried forward at 31st Dacember, 1972

9. (s) Taxation

Adjustment in respect of pravious years
Corporation Tax on the profits of the year

Transfer to Reserve for Taxation deferred b‘) Capital

Allowances . g, S,

{b) Reserve for Taxation deferred by Capital Allowances

Balance at 31st December, 1971
Provided in the year % . 2

Balance at 31st December, 1972

Alginate Industries The Group
Limited
1972 1971 1972 1971
£ £ £ £
204,070 204,070 204,070 204,070
20,713 20,713 20,719 20,719
224,783 224,783 224,789 224,789
Alginate Industries The Group
Limited
1972 1971 1972 1971
£ £ £ £
1.309.097 1,104,789 1.358.223 1,143,768
326,668 204,308 333.686 214,455
1,635,765 1,309.097 1,691,909 1,358,223
Alginate Industries The Group
Limited
1972 1971 1972 1971
£ £ £ £
- 29,900 —15,527 — 29,890 — 14,802
76,000 127,000 78,442 131,486
118,000 43,000 119,100 46,100
164.100 154,473 167.652 162,784
Alginate Industries The Group
Limited
1972 1971 1972 1971
[ £ £ £
128.000 85,000 146,100 100,000
118.000 43,000 119,100 46,100
246,000 128,000 265,200 146,100

Tax equalisation accounts are based on taxation at current rates an the axcess of the net book values of assets
over the written down values for tax purposes.

10. Emolumaents of Diractors

The total emoluments of the Directors of the Company for the year as shown in the Consolidated Profit and Loss Account
amount to £93,689. This sum includes contributions to the Campany's incentive bonus pension scheme, which at the
present time cannot be individually detarmined. The relevant information will be given in next year's accounts, while

the figures for 1971 were:\——

Emoluments of the Chairman

Emoluments of the highest paid Director

£2,436
£15,311

The number of Directors of the Company whose emoluments during 1971 were within the bands stated:—

Number

=NWN
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Emoluments

upto £2,500
£5,001 to £7,500
£7,501 to £10,000
£15,001 to £17,500



. NOTES ON THE ACCOUNTS—(Continued)

11. Proposaed Dividends of Alginate Industries Limited
1972 1971

74% Cumulative Preference Shares of £1 each fully paid—equivalent to £49,065
CLEED | it = e s riha oot S AT 34.345 43,613

Ordinary Shares of 25p each fully paid—equivalent to £20,565 gross. 14,396 20,162
48,741 63.775

12. Contingent Liability

Thera is a contingent liability in respect of Bills of Exchange sold to, and promissory notes given to, the Com-
pany’s bankers.

13. Commitmaeants for Capital Expenditure

Contracts in respect of future capital expenditure on fixed assets which had been placed at the dates of the
respective balance sheets were approximately £88.600 for the Group {1971—£44,800) and £72,200 for
the Company (1971—£38.300). Expenditure sanctioned but not contracted for amounted to £1,144,000 for the
Group (1971—£495,000) and £1.115,000 for the Company (1971 —£485,000).

SUBSIDIARY AND ASSOCIATED COMPANIES 31st DECEMBER, 1972

Company and Country of Ragistration or Incorporation Holding of share capital Principal
Class of Capital Percentage Activities
held by AIL
England
Alginate industries (Scotland )Ltd. ... o Ordinary 100 The manufacture
of seaweed meal
Alginate Industries {Manufacturing) Ltd. . Ordinary 100 Advisory
Alginate Industries (Sales) Ltd. . Ordinary 100 Advisory
Manucol Products Limited . Ordinary 100 Advisory
Republic of Ireland
Arramara Teoranta.. R S A, Ordinary 22 The manufacture
of seaweed meal
Alginate Industries (Ireland) Ltd. . - e QOrdinary 100 Non-operative
United States of Amarica
Manucol Products Incorporated ... Shares of no None Non-operative
par value Issued

13



REPORT OF THE AUDITORS

to the Membars of Alginate Industries Limited

We have examined the annexed balance sheets, profit and loss account and notes on
pages eight to thirteen, and report that in our opinion they together give, so far as concerns
members of the holding company, a true and fair view of the state of affairs at the
31st December 1972, and of the profit for the year ended on that date and compiy with the
Companies Acts 1948 and 1967. The consolidated accounts incorporate figures in respect of
certain subsidiary companies which have not been audited by us.

SMALLFIELD, FITZHUGH, TILLETT & CO.,
Chartered Accountants.

24, Portland Place,

London, W1N4AU

16th April, 1973

14



GROUP FINANCIAL RECORD

Fixed Profit Profit
Assets Before After
Taxation Taxation
At Net
Book
Value
£000’s £000‘s £000°'s
1963 342 171 90
1964 448 221 116
1965 580 217 146
1966 589 221 129
1967 649 287 158
1968 726 415 233
1969 977 369 187
1970 1,109 400 216
1971 1,218 441 278

1972 1,638 550 382



R

Col, V. Ho L, Gordon, C.B.Es; M.Coy
Advisor on Private Investment,
Foreign & Commonwealth Office,
Overgeas Development Administration,
Eland House,

Stag Place,

L.ondon, SW1k 5DH,

Dear Col. Gordon,

. I felt that our discussion last Wednesday was
helpful and I shall be following the var:icus lines as
suggested,

18th Jyne, 1973.

most
you

In the meantime I enclose a copy of our Application
for a Pre-~Investment Study and should be grateful if you
could arrange for it to be passed through the appropriate

ochannels as soon as can be arranged.

With many thanks for your assistance,

Yours sincerely,

P T e —— ———— T 7~ = Rt & e e > R . - — -

526




. APPLICATION FOR PRE-INVESTMENT STUDIES SCHEME.

i. DETAILS OF FIRM.

(i) Company Address.

Alginate Industries Ltd., 22 Henrietta Street, London,
W.C.2.

(ii1) Nature of Business.

The Manufacture and Sale of Alginntes. The Company has
five Seaweed Collecting and Drying Factories situated in the
Outer Hebrides and on the Western Coast of the Irish
Republic which supply dried milled Seaweed to two Chemical
Factories on the Mainland of Scotland (in Argyllshire and
Ayrshire). Various Salts of Alginic Acid are extracted
from the Seaweed and the Alginate compounds manufactured
have a wide variety of uses in Textile Printing, Food,
Pharmaceutical and many other Industries throughout the
World, Some 80% of the total production is Exported and
the Company has recently been awarded its Second Queen's
Avard for DIxport achievements.

As the Seaweed economically awvailable around the ghores
of Britain is insufficient for the Company's expanding
requirements, Seaweed Meal is imported from Norway, South
Africa, South America and the Company is currently
Agsisting the Icelandie Government in a joint venture for
developing the Seaweed resources of Iceland.

The Company has had a steady record of doubling ita
productien every six years over the last twenty five years
and it is estimated that Seaweed supplies economically
available in the Northern Hemisphere are not sufficient

for the Company's pro jected plans for expansion beyond 1976.

v,
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PROJECT TO BE STUDIED,

(i) The Nature and Location of the Projecet.

The establishment at Port Stanley, Falkland Islands, of a
Factory designed initially to produce arocund 2,500 tons per
year of Calcium Alginate extracted from approx, 100,000 tons
of wet lMaorocystis Pyrifera Seaweed oollected (by means of
speeially constructed Harvesting Craft) under Licence granted
by the Government of the Falkland Islands,

A copy of the Agreement and Licence is enclosed,

The Calgium Alginate, which is not an end product in itself,
will be shipped primarily to Scotland for further processing,
purification and conversion inte the many forms of marketable
Alginates, whence the greater part will be Ixported throughout
the World.

(1i) Approximate Expeoted Capitalisation of Project.

The Capital cost of the projeot including purchase of the
specialised Harveating Craft, is likely to be in the region of
4.5 million pounds. In addition to this, at lecast a further

1,0 million pounds will have to be found to increase the working
Capital to take into account the time delay between shipping
Calcium Alginate from the Falkland Islands and the eventual sale
of finished Alginates to the Customer.

(1i1) Expected Capital Investments.

A Forecast and Cash Flow for the next ten years has been prepared
which indicates that the Company cannot finanee an undertaking of
this size by its normel means = i,e. Plough back of Profit and
Bank Overdraft, Discussions will be held shortly with CDC and
other possible financial Partners to assess the most suitable
means of obtaining the balance of finance required.

(iv) Participation of Local or Foreiem Intereats.

This possibility has not been ruled ocut but is unlikely in view
of the fact that the product to be manufactured in Stanley
(Calcium Alginate) is not a marketable commodity on a large scale
basis and thus the Company would be the sole effective Market

for the product manufactured by its Subsidiary in Stanley.




HOST COUNTRY CONSIDERATIONS.

o) Integration with Development Plang of Host Country.

This matter was discussed at some length with the Governor,
Colonial Secretary and Members of EXCO with a Director of
the Company during visits in 1969 and early 1973. It was
widely accepted that the formation of a "meoond industry"
would be thoroughly beneficial = particularly in view of the
fluctuating and declining wool prices which had made the
economy of the Islands somewhat precarious,

The Company has been in regular contact with the Governor
concerning the way in which the plan has been developed

and during 1972 the Company was granted by the Falkland
Islands Government an exclusive Licence for harvesting Kelp
on the South kastern shores of East Falkland for a period

of 50 years. In addition, the Falkland Islands Government
has been kept fully aware of the Company's plans for the
development of the "Camber Site" and has been represented at
the various Meetings with the Ministry of Defence concerning
the Lease of the Site and the 0il Storage facilities,

(11) Possible Conflict with Host GCovernment.

A copy of the Company's Agreecment with the Falkland Islands
Government for the Licensce to harvest Xelp is attached.
There ia no question of any conflict of interests znd the
Falkland Islanda Government has been mcst helpful in making
arrangements for the Pilot Plant and generzlly providing
assistance for the projest. In the long term revenue from
Kelp Royalties and Profits Taxation should become a very
major fagtor in the Falkland Islands Budget.



(a)

(v)

(e)

(a)

(e)

(£)

(g)

(n)

SCOPE, COST AND TIMING OF STUDY.

Background,

i,

ii.

iii,

As early as 1947 a Survey was carried out in conjunction with
the P=E Consulting Group Ltd., the main object of which was

to determine the amount and availability of supplies of Seaweed
around the Falkland Islands and to assess the moat suitable Site
for a Seaweed Prooessing Factory. The result of this Survey
showed that sufficient Seaweed was available to provide raw
material for a large scale Alginate Industry, The timing was
somewhat premature as, for the size of the Business as it was
then, there was sufficient Seaweed around the Shores of the
British Isles to allow for considerable expansion.

In September 1967 arrangements were made with the Government of
the Falkland Islands to start procuri.ng and despatching to
Scotland monthly samples of Macrocystis Seaweed for analyses.
This arrangems:tcontinued until in 1968 the Company appointed
their own part-time Hepresentatives in the Falklanda,

In April 1969, Mr, M,H,C. Pery, a Director of the Company, visited
the Falkland Islands with the object of re=investigating the
establishment of a Seaweed Processing Factory and negotiating the
Seaweed Harvesting Concessiona with the Falkland Islands Government.
(The Harvesting Licence and Concession was finally agreed in 1972).

In the Autum of 1970 a Pilot Plant was established to produce

dried milled Seaweed at Port Stanley and three resident staff
engaged, Valuable experience was gained as a result of which it

was concluded that it was essential from an economic point of view to
divide the process enabling the first stage of Alginate Manufacture
(that of produoing Crude Calcium Alginate) to be carried out in the
Falklands instead of merely producing dried milled seaweed as

raw material,

A pre=requisite of being able to manufacture Caleium Algirgte
locally is the availability of sufficient water and studies were
put in hand to investigate the oconstruotion of a barrage at the
mouth of the Myrrel River,

Measurements were made on the spot and, on the basis of the
information provided, a rough estimate was prepared by Consulting
Engineers specialising in this subjeot.

Various Meetings have been held with the Ministry of Defence
concerning the Lease of the '"Camber Site'" together with the
accompanying 0il Storage Tanks, This Site is on the opposite side
of Stanley Harbour to Fort Stanley and is ideally suited as a

Factory Site. This plan has the full agreement of the Falkland
Islands Government.,

Early in 1973 Mr, Pery accompanied by the Company?'s Chief Chemist,
Mr., Drew, again visited Port Stanley with objeotives as follows:-

To confirm, in company with experts from California, the
quantities of Magrocystis as described in the 1947 Survey,

To engage additional Staff and arrange for the installation
of a2 new Pilot Plant for manufacturing Calcium Alginate.

To explain to the Ialkland Islandes Government the consequences
of the Company's decision to manufacture Calcium Alginate ag
opposed to Exporting Dried lMilled Seaweed.

During Mr, Pery's visits, in addition to Official discussions with
Members of the Falkland Islands Government and Secretariate, Publie
Meetings were held in the Town Hall to ensure that the people of
Stanley were fully aware of the Company's plans and intensions and

to give people the opportunity to raise any questions that might
be a cause for oonocern.



4. (Contd,)

(1) Scope of Studies.

It is intended that Messrs. Humphreys & Glasgow should
undertake a detailed feasibility atudy to confirm or
modify as required the initial findings and estimates
as reported by the Company's Engineering Dept. Details
of the proposals for the feasibility Study as suggested
by Messrs. Humphreys & Glasgow are attached. It will be
seen that they propose to make an initial study of the
Company®s process, to prepare a2 preliminary equipment
list, plant layout and schedule of quantities for the
projected Faotory at Port Stanley, to examine the conditions
on site and to prepare a report with a Budget price and
programme,

(11) Cost of Study.

The cost of the Study is detailed in Section 2 of the
attached proposal and it will be seen that the total

cost is estimated to be in the region of £35,000, to
which should be added a sum of say £5,000. to cover the
expense of our own Engineer in travelling to the

Fylkland Islands and working in conjunction with Humphreys
& Glasgow.

(ii1) Date of Commencement.

It is intended thatthe Study should be started at the
beginning of August 1973 and it will take approximately
8ix months to complete and prepare the final Report.



54 AGENCY OF STULY

The Study will be undertaken by Megsrs. Humphreys & Glasgow Ltd.,
22 Carlisle Place, London, S.W.1. and one of the Company's
Enpineers will be geconded to work with Measrs. Humphreys & Glasgow.



GENERAL,

It is antiocipated that the Revenue acoruing to the Falkland
Islands Government from establishing an Alginate Industry at
Port Stanley should amount to approx, £100,000 per year in
1980 rising to over £250,000 pser year in 1988. This ia based
on the best possible forecast for the growth in World demand
for Alginates and the fact thatthe Company will supply the
major part of this inoreased demand, This seeme e reasonable
assunption as the Company is now the largest Producer of Alginates
in the World (accounting for approx. one third of the total
supply) and, the Falkland Islands are one of the very few Areas
in the World with sufficient Seaweed tc sustain this scale of
expansion, Competitive Alginate Producers are already in a
position where expansion ie curtailed by ths lack of Seaweed
available locally at an economic price,



SUPPORTING LOGUMENTS

The Company's Accounts for 1972.

Copy of the Application which won the Queen's fAward for Export
in 1973.

Copy of the CIBA Review.

Copy of Propogals for Survey by Messrsg. Humphreys & Glaggow.
(to follow under separate cover)

Copy of Agreement with Falkland Islends Government.,
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foxﬂrﬁ TELEGRAMS:
“ALGINATES.
LONDON.W C 2"
CABLES:
“ALGINATES. LONDON. W.C 2
TELEX. 238I15.

AHS/BC 22nd June 1973,

E.G.Lewis Esq., C.M.G,, 0.B.E.,
65, Eaton Square,
London, S.W.1.

Dear Mr, Lewis,

As agreed this morning, I send Messrs. Humphreys &
Glasgow's feasability and cost Proposal for the Port Stanley
pro ject.

When you have read this, would you very kindly return
it 1o us in the enclosed envelope.

I also send 2 copies of our Application for a Pre-
Investment Study, as sent to Colonel Gordon under Mr. Pery's
letter of June 18th 1973,

Having considered this, will you please indicate your

approval upon it, and forward it to Col. Gordon. The other
copy is for your retention,

Yours sincerely,

A. H. STEWART

Registared in England (No. 285993) Ragistared Office 22 Hanriatta Streat, London WC2E 8NB



CONFIDENTIAT

Foreign and Commonwealth Office
London SW1

Telephone 01- 930 8440

Your reference

Miss M G D Evans
British Embassy
BUENOS AIRES

Our reference

Date 2 October 1973

\ﬂa/%w_

ALGINATE IWNDUSTRIES LTD

P
Aa I refer to Tom Layng's lettq COM/29/2C\of 11 September to you
and your letter 4/2 of 7 September,~g which ke refers; the following

CEMIC TN GS 2y 0 YN Al WA SRRl S Ry RS St

2. We have always felt, with Sir Michael Hadow, that if non-UK
igbour is to be used on the construction of the permanent airfield

it would give needless offence if any but Argentines are employed. The
tender documents provide that non-UK labour must come from the Argentine,
but I imagine that there would be no objection to recruitment of some
itinerant Chileans resident in The Argentine so long as the Argentine
authorities are made aware cof this. Presumably recrultment will be
carried out through some Argentine agency.

D As Tom points out, there are already a nunmber of Argentines in
the Falklands and the YPF project will bring an increase. I think we
will all have to keep an eye on the Trojan horse aspect of this. In the
meantime an influx of Argentine operatives would, as you point out, give

rise to all sorts of problems.

4. Alginates London office have no knowledge of the recruitment
of Argentines for permanent positions on their project. They confirm
my impression that managers and foremen will be either from the UK or
from the Islands. This does not answer all your worries, but I will

keep an eye on the position at this end.

ke The London Office do not know how far Mickey Pery has got with
YPF and the Navy, but I have told Stewart of the YPF Agreement state of

/play

CONFIDENTIAL
A5



CONFIDENTIAL

play and said that I thouecht their gas-o0il could et come from YEPF
like everybody else's on the Islands.

S I will write again if and when the Humphrey and Glasgow veople
contact me.

\ﬁ/tulétbq/

e

s
D) (€ 18 Jeledl L
Copy: T H Layng Esq West Indian & Atlantic Dept

Acting Governor
FALKLAND ISLANDS

CONFIDENTIAL

2.



J0M/29/2C

EXTRACT FROM THE MINUTES OF EXECUTIVE COUNCIL MEETING

NO. 9/73 HELD ON WEDNESDAY 24TH OCTOBER, 1973.

8. ALGINATE INDUSTRIDS LIMITED (Memo 34/73)

Council was informed +that it had been intimatced to Govern-
ment by Mr., R, R. Merton, the Managine Director of Algineic
Indussries Iimited, that it had proved impossibls oo
pradict exactly how fast the Company's local aceivivies
ronld proceed, and in view of vhis hoe had asked whethew

1ho exisvilg egreenent vith £lginate Industries Limited
could be amended o as o maintain exclusivity notuith--
standing that the prescribed smount of kelp was not
processed by thoe date indicated on the Jicence.

Council advised that a letter from His Ixcellzncy the ™

to Lloinete Industries Limited i

Governor should be sent to
n's rcoucst.

to satisfy Mr. Merton

The letter to provide that the Governor will not exercise
the rizht grented o him under Clause 4 (bH) of the Licence
10 revoke the company's cxzelusivity provided that:

b he is satisficd at the cnd ol twn consccutive vcars
immediately following the fifth enniverssrv of the
2at2 of fThe licence that the company is actively
pvrsuing thce operation of harvesting andéd wrocessing
7elp in the Colony;

ii. +the company has by the cnd of those two vears incurrcd
expenditure of at lenst £2 million on plant and
coudipnent in the Colony; and

iii. the company undertakes to pay from the date of the
fifth amniversary of the said Licence for each year
in which ite production falls short of 4,000 tons
the royalty which it would have been liable to pay
if its production had becen 4,000 tons.




“/29/2¢

y

2nd Noveshor, 1973

Daar Sir,

viould you pleasc rofor to the Kelp Iicence iscucd to you on
the 20th September, 1972, and in particular to section 4 vhich reads:=

o) subject 2o provided in this clause this liconco
shall be ezclugive to AIL and the Governor
undertales thnt no licence shall be grocted during
the said torn to eny other person in raspzcet of
kelp in the concession area.

"(b) ‘“he Covernor reserves the right, at the oxiry of
six nonths notieo in writing to AIL, %o rovole the
exclusivigy of this Licence:=~

(1) if AIL s5hall f£ail to achieve in ths 4wo
conaccubive years immediately following tho
212th pnndversary of the date herzel an

average production per ammn of £,0C0 netric

tons of dried milled kelp:

(i) 4f ~IL shall fail to achiceve in the %o
ccnpeeubive years imnediafely following the
seatl enndvarsary of the date hercof an
average preduction per anmum of 8,000 zetric

, tons of dyded milled kelp.l"

Your appiienticn for amending the Licenee has besn comsidersd
ig Council and the following uniertaking is now given to your Company:=-

]

If Mlginate Industrics Ltd. shall fail to achicve in the two
consecutive years immediately following the fifth anniverzory of the date
of the Licence of 20th September, 1972, an average produstion per anmm
of 4,000 metric tons of dried milled kelp the Governor of the IFelkland
Islands will not oxereise the right granted to him by (b) of elause 4 of
that Licence to revoke Alginate Industries Ltd. exclusiviiy provided that:-

(a)ees




(a) +the Governor is satisfied at the end of those
two yoors thnt AIL is actively pursuing tho
operation of harvesting and processing of lizlp
in tho Colony:

(b) 3L has by the ond of those two years incurred
expendiftore of at least £2 million on eonciruciion,
plont and oguipment in the Coleny; and

(e¢) AIL unieriokes to pay from the date of the ifth
anniversary of the said Licenes for each yanr in
vhiich its production falls short of L,0(C tcons the
royalty which it would have been liable to pay if
its production had been 4,000 tons.

L I trust that this ascurance now given meets with your
satisfaction: would you rleese confirm that this is aceoninbls to you.

5. I am sending & copy of this letter to the Scerstoary of State
for Foreign and Commonyealth Affairs.

Yours faithfully,
oy |
(/]
! /-
o P
(E.6. Lewis )
Governor and Comnander=-in=Chiefl

ReRe lierton, Esq.,

lanaging Director,

flginate Industries Limited,
22 ienrictta Street,

London, 'C2E EliB.

CaCs I'CO
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& ALGINATE INDUSTRIES

g [5 {9

DIRECTORS:

W.R MERTON. Charman 22, HENRIETTA STREET, LONDON, WC2E 8NB e
R.R MERTON. Wi 0l-836 ©142/3
R CA””ELL"’S?EOPTCJ'D'.:?‘:E TELEGRAMS
A.C W NORMAN O..B.E- ( “ALGINATES
R H.MSDOWELL, LONDON WC2
e g‘g:ﬁrsrim JONES CABLES
M H.C PERY, ) "ALGINATES. LONDON. W C 2
R F 4 ERLANGER TELEX. 23815

Our Ref: AD/SK (P) 10531 18th September, 1973.

The Colonial Secretary,
Port Stanley,

Falkland Islands,

South Atlantic.

Dear Sirs,

We have pleasure in enclosing herewith our

cheque for £1.00 in respect of :

Annual fee

A 5%?/

L
ced

Yours faithfully,
T ALGINATE INDUSTRIES LIMITED

0&25@/\/\ GLER

Accounts Department

Registared in England (No. 285993) Registered Offica 22 Henriatta Street, London WC2E 8NB



8th Hovember, 1973,

Thank you for your letter AD/SK (P) 10531 of i8th Septeaber, 1973.

A receipt for cheque for £1 in respect of the annual Kelp
Licence fee is enclused. 5

Yours faithfully,

Pinencial Secretary

The Accountant,

Alginate Industries Ltd.,
22 Ienrietiz Itreet,
LCDON, WC2l 8ITB.

Lk
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