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Will you ~lease refer to £blio 53 which was an Zxfo paper sbonb AIL.
2. In resent consultations with Councillors I undertook to look into
the guestion whether the licences issued to e ed or

extended on the same oy different terms when they £r17 due: ovr ai

the next peview peviod, which I understend is the 21 September 1977.

2. Perhaps we covld discuss at your conveniguocs
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H.E. the Governor

Y.E.

Y.E's minute No.11. Action has now been taken as
far as possible at folio 642, Y.E., may wish to sign off

the minute.
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Mr. Gooc
for pension.

7%

if we were to relax the decision that F.S. has made,

I wonder if A.T1.L. would consider purchasing an annuity for
Mr, Gooch, This might solve the problem although I should be
reluctant to suggest it to Mr, Cooch,
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s entitlement to deductions in respect of contributions

Y.E. will note that F.S. has given a very thorough explanation of
the conditions under Section 17 of the Income Tax Ordinance by
which a2 person may qualify for deductions of pension contributions.

The points made by F.S. are, I think, wvalid and irrefutable and it
would open the door, I believe, to several other similar applicants
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ALGINATE INDUSTRIES

LIMITED

DIREC .S

W. R MEATON, Chairman. BOX 214, PORT STANLEY, FALKLAND ISLANDS,

R. R. MERTON.
R. CAMPBELL- PRESTON | Managing
0BE,MC

A.
R
D.
T

SOUTH ATLANTIC

j Directors TELEFHONE 220 HEAD OFFICE:

C. W. NORMAN, 0.B.E. 22, HENRIETTA STREET,

McDOWELL LONDCN, W.C.2.

H
L. BANKES. ENGLAND
HE RT. HON. THE VISCOUNT

STUART OF FINDHORN,

P,

C.. C.H., MV.0., M.C. 16th Nevember 1973
F L G.GRIFFITH-JONES'
M. H. C. PERY

)

HE. E G Lewis Esq. CMu.
uovernor,
Flakland Islands.

Your Execellency.

This morning when you so kindly invited
me to uovernment Houwse, I completely forgot to inform you of a new assign-
ment to whieh I have been appointed recently.

Bareau Veritas approached me some weeks: ago asking if I would
be willing to act for them in Stanley,and enclosed the forms for applic-
ation subject to approval by their head office. These were duly filled
in,and recently I received notice from them that the appointment was
offered to me to act as- their marine surveyor,and upon acceptance of this
nomination gll the necessary information wouldbe forwarded to me,

Writing my acceptance was completed and dispatched to their
Personel Department Manager,and although I myself have heard nothing for
the time being, Bureau veritas has informed iV Monsunen of my nomimation
so the rest will be fortheoming no doubt, The idea behind this was to
faeilitate the smoothing out of any difficulties: which any ships im their
register might run imto herejthere being the M/V Annette Danielsen, or
any other vcandinavian-owned charter vessel which may come onto this run,

I realise that anything of this nature should be communicated
to yomw,and although I was going to leave it until I had to hand the fall
conditions of their proceedure ete, I had intended to inform you this

morning taking into consideration that ronsmmen had already been put inte
the pieture.

1 have the henour to remain Sir.

Your most obedient servant.

\_,,\ ’

) [err
P A

D,.F,Gooch
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Dear iir Gooch,

Thenk you for your letter of the 16%h November and I wos ploased to
hear that you had baen oppointed by the Bureeu Veritas to act for them
in the Falklands: I an certain that this appoeintment vill help to smooth
out eny difficulties that might arise in connection with thelr ghips in
these maters,

Yours sincersly,

lelre Lovis

D\F, Gooch, Esq.,
Mlginate Industries Limited,
=iy,

, 0 4



Ttl”"‘f'“""“sf 01-629 8484 CODES: BENTLEY'S SECOND
VELEX® 201421 CABLES: VELOP LONDONW)
TELEGRAMS: VELOP LLONDON TELEX

.OMl\inNWEALTH DEVELOPMENT CORPORATION
" 33 HILL STREET

& LONDON
2326/001 W1A 3AR 1st November, 1973

~
t

R.F.R.Deare Esq,

Foreign and Commonwealth Office,
Overseas Development Administration,
Eland House, Stag Place,

London SW1E 5DH.

ALGINATE INDUSTRIES LTD

. i Brief details are attached of a proposed CDC investment in the above Company
towards the harvesting of seaweed off the scuth east Falkland Islands coast and
its processing to calcium alginate for export to Scotland.

Will you please confirm -
(a) there is no objection to the Corporation participating in the investment;
(b) the investment is approved as eligible for concessionary finance.

If it is decided to go ahead with the investment, a detailed application will
be submitted later.

G.W.TOTMAN
Controller of Finance




APPLICATION FFOR CLEARANCE IN PRINCIPLE AND
ELIGIBILLTY FOR CONCESSIONARY FINANCE

ALGINATE INDUSTRY: FALKLAND ISLANDS

To harvest and process, as calcium alginate for
export, seaweed growing along the Scuth East
Coast of East Falkland Island.

Sponsor: Alginate Industries Ltd (AIL), a British private
company established in 1934 to harvest seaweed in
the Hebrides and to produce alginates in Scotland
at their Girvan and Oban factories.

Proposals: (1) AIL have been offered a 50-year licence to
harvest seaweed along the South East Coast of East
Falkland Island where huge beds have been proved
and where AIL have had a pilot project in operaticn
since 1968. AIL plan to harvest the seaweed -
macrocystis, which regenerates rapidly - with two
harvesting craft and to build a factory to the North
of Stanley to produce 5,000 tons pa of calcium
alginate valued at about £3.8m for expcort to their
Scottish plant. Calcium alginate is the raw material
used by AIL in its Scottish factories whose exports
of alginates are currently running at £3.5m pa and
will increase sharply once the Falkland Islands
project comes on stream. The project will provide
employment for about 300 people in the Falkland
Islands.

(2) The project is estimated to cost £9m in the
Falkland Islands and some &£3m in Scotland where
additional processing plant will be required. CDC's
prospective commitment to the Falkland Island

scheme i1s up to £2.5m.




Foreign and Commonwealth Office

OVERSEAS DEVELOPMENT ADMINISTRATION
Eland House Stag Place London SW1E 5DH

Telephope 03-834 2377 ext
o I

/;f I /ﬁ’;’ﬂhﬁ/

Your reterence

/1-/[ [ 24/

T H Layng Esq e

The Secretariat Our reference  AID 273/56,/01
Stanley

FAIKLAND ISLANDS Date 10 November 1973

- » -

1. I enclose arn application by the Commonwealth Development Corporation (CDC) for
agreement in principle to a proposed investment in Alginate Industries Ltd.

2. CDC is a statutory body which has been given a substantial measure of independence
under the legislation setting out its powers and responsibilities. We do, however,
have an arrangement with the Corporation under which it submits for approval outline
proposals for individual investments of more than £250,000 and less than £1m, and
more detailed applications for investments of more than £im. The main reason for
this arrangement is to give HM3 an opportunity to comment if there are any political.
or other non-commercial objections to particular investment proposals. Before
conveying agreement to a proposed investment, we consult the FCO, Treasury, other
Whitehall Departments as necessary, and also of course the Administration in a
dependency and the overseas post in an independent country.

3. Neither the department in the ODA responsible for relations with CDC.nor the
West Indian and Atlantic Department of the FCO see any objection to the proposed
investment in Alginate Industries Ltd., I should be glad to hear as soon as possible
whether you also support it. CDC would submit a more detailed application for final
approval in due course, if it decides it wishes to go ahead with the proposed
investment,

B

i

R M Prideaux

ENC
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27th Hovenmber, 1973

I refer to your letter AID 273/56/01 of thc 20th lovomber
addressed to Tom Layng (who is at present on leave) on the apnlication
by the Commonwealth Devclopment Corporation for agreement in principle
t0 & proposed investment in Alginate Industries Limited. Az you know
from my letter to Colonel Gordon #n the subject of a Pre Irvesiment Study
I congider that Alginate Industiries Limited could make & sigaificant
contribution to the econromic development of the Falkland Islands and
therefore any investment by the CDC would have my full swpport.

EuGe LEWiS

R.YM, Prideaux, Esq.,

Overseas Development Administration,
Fland House,

Stag Place,

London, SW1E 5DH
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MINUTES OF MEETING HELD AT T FMPRESS STATE BUILDING, RCOM 1001
ON FRIDAY 9th NOVEIDER 1973 COMPENGCIIG AT 10.30 a.m,

Present: Mr D.I. Williams - PSA/landn (2R) =~ Chairmen
Mr H.C. Keach - DGST(N) 73B
Mr S. Urwin - DGST(N) 73B
Mr D.W. Matthews - DGST(N} 73B
Mr E.ll. Gibson - PSA/DOE Croydon
Mr F.G. Mitohell - Fnlkland Islands Co. Ltd.
Mr M.C.H. Pery - Alginate Industries I.td
¥r S.G. Down - Alginate Tndustries ILtd
Mr J.L. Platts=Mills - Aumphreys and Glasgow Ltd
Mr C.D. Bryant - DGST(N) 73B - Secretary

The Chairman opened the meating at 10.4%5 a.m. by briefly stating that the
reason for the meeting was to consider an application by Yessras Alginate
Industries Ltd for lease of fuoilities at the Falkland Ieland 0il Fuel Depot.

2 Ha then oslled upon the Alginate Industries represnntative to give an
outline of their proposals.

3 These weore atated to bsi-—

(a) lease of land, from approx the west side of the camber to the boundary
fence, for conatruotion of prosceesing facilitien.

(h) 1eass of an area adjacent to the carbar for storacge of wead.

(c)leeae of 0il1 fuel storage facilities.

(d) approval for Aredging of the camher and modification of cember wall,

L. Befors opening the general discussion on the proposanls it was mnde olear
that the Denot fulfils an operational function, the oontinuation of whioh won
of paramount importance and that it must be aeccepted that the meetins of thia
requirement must teka priovrity at all times. At this ntage Mesnrs Alginato
Industries were elso informed that notwithstending previous advico that fuel
supplies might be made available from MOD stocks, it was likely tnat from early
1975 al1] cormercial sunnlies of oil fuols in the Falkland Islands would be
provided by an Argentinien Uil Comvany (YPF) under a Falkland Ieland agreoment.
It was MOD understanding that this would vreclude any supplies being made from
Service sources, =n’ it was understood that the grade of gas 0il providaed
would not meet MOD Snaecification. It would now be very unlikely that any
tankapge oould te leased to Alginate Industries because of the need to malntain
strict cunlity control sgandards for naval supplies.

5. “escre Alginate Industries stated that the uso of one of the two MOD tanke
formed an important part of their plana, and sugeested that {f a smaller tank,
sey 3,000 tons capaoity were provided this might meet MOD quality control

requirements.



.6. It wap emphasised thet Alginate Industries would have to instal = segrognted

pPipeline to the jetty, and in view of the maximum offiake, stated to bo mome
350,000 tone pexr year, it might be better for the Company to connider instnlliation
of their own facilitiea from the outsot.

T« It was agreed that Alginate Industries would obtein n oopy of the Spec. for

the gas oil which would be avatlable commercially, and that MOD(N) would oonsider
the rroposal made by the Company for oconstruotion of a small tank.

8. REPROVISION OF MOD STORAGE

The reprovision of the existing MOD building was disocussed and it vas agreedi~

(a) ¢hat a building of some 8,000 sg f% floor space ghould be provided, and
that this must be made available hefore existing buildings ocould be
raleased,

(b) that tha new building should be nited some 300 ynrdo to the west of the
cemboy .

(0) that Memsra Alginate Ihdustrise would nrovide a good vehiouler nocess
to the bullding.

(d) that fire hydrants would be providod.

(e) that in recognition of the inconvenience involved (dua to ndditionnl
distonce from the oember), Alginete Industrieso would, subject to fimm
ccceptance by Minlstry of Defence and The Falkland Island Compony Ltd,
mrovide mechaniosl hendling facllities (fork 1ift trwcke ato.) en end
when required, and without cost to MOD(W).

The plana of a building that Alginate Industries vropomed to nrovide had
alraady been axamined by DOE and appenred to moet requirsments. A more detailed
Speo. was requirad, and this would be provided es soon as possible. 1% vae eocapted
by Alginate Industries that a 10 year struotural guarantee would ba given oni the
building.

9 ACCESS AND WATER SUPPLY TO TIHIE CARETAKER'S CCTTAGE

It was stated that eoces and woter supplies to the cottage must be maintoined
throughout. Messrs Alginate Industries had alreody considered the question of
access and water supplies, and proposed to provide suitable nccess from the new ring
road to the cottage.  As it was essential for Messrs Alginnte Industriss operations
that thera was a good water surply, it vas intended that this supply should aleo ba
availeble for the Carstaker's use, and provide a supply for firefighting nurposes.
After discussion it wns sgreed that Messre Alginate Industries propcsals were
aocepteble.

10. PROTECTION OF OIL FUTNL PIPELIVES

(a) BETYEEN OIL TANKS AND CAMBER

As new rozds were to be constructed in the erea betwsen tha 0i) Tanls
pnd the Camber it was agreed that tho Company would proteot tho pipolinen
a8 reaquired hy MOD and provide acoess for mzintenance etao. If extonaion
of the Company's plant was contemplatod MOD(N) would need to be advised, and
any necesaary pipeline diversion would be at Alginate Industries expenna.
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Mesers Alginate Industries apgreed and sinted that proposals would be
provided and would be subjeot to MOD(N) approval.

{b) ON CAMPER WALL AND FUELLING JETTY

It was agreed that Alginate Industries would provide ndequetoe nroteation
for the pipelina along the wall to nrevent any damoge or corrosion from
sea wator dropping from weed belng transferred from the harvestars.
Proposals would be farwarded and would be subject to MOD(N) approvnl.

11  PROTECTION OF CAMBER WALLS AND HARBOUR FLOOR

Although Alginate Industries proposals enviseged alterations to the funmlling
Jotty and to the height of the comber walla, the Company waw informed that the uaso
of the jotty must bo restricted to fuolling operations and it was not propovod to include
elther the oamber or Jetty in tha lecea, although there would bs provision for
Alginate's use of the latter foollitiesm for fuelling purpoasas. It vea agread howevor
that as an alternative to the loading of produot into barges inside tha camber, the
installation of msome sort of conveygr belt squipment would be vonsidored, rrovided this
did not interfere with the main ume of thn fuelling borth: There would ba no objsction
to the installation in the oamber of berthing facilitics, or = Innding stage for the
harvestersm providing normal boat access was maintained.

12. As thore was some doubt about the affeot of $he dredging which Alginnte
Industries proposed should be undertrlzen within the comber i¢ wno ngreed thati-

(a) the Hydrographer of the Navy would be asked to arrcnge for soundinge to
be taken of the harbour floor at the inner camber, nnd for inspootion.

(b) to ensure that there was no likelihood of danger to the oamber wallse,
Messrs Alginate Industries would underisle a survey rnd renort findings.

1)  SECURITY WITHIN THE OIL FUEL DEPQT

Measrs Alginate Industries ware informed that 1t wos a ascurity requiremont
that only Dritish, or British Falkland Island subjects should be emrloyad witlin
the boundaries of the 011 Fuel Depot. FHowever, at Alginate Industries roquest
1t was sgreed, if details ware provided, that sacurity clearance would be socught
for the spaocialist dieme expert the Company nronosed to employ. It vas oloo a
raquirement that security fences should be erected around the rotnined focilitina.
However, MOD(N) would not invoke this condition untll a breach of nmcurity
attributable to any of lessrs Alginate Industries employees oooured.

14+ ANY OTHER BUSINESS

It was oonfirmed by Alginate Industries that they were senking n 50 year loasa,
and that as adequate electrioity generating equipment wae being instanlled, mupplies
oould be provided for use by MOD(N).

154 There being no further businsss, the meeting closed at 12.55.

SN brgeni
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1, Angrove House,
Goldsmith Avenue,

Crowborough,
Sussex TN6 1RH,
H. T. Rowlands Esq., fngland.
Finarncial Secretary,
Falkxland Islands. Lth December 1973
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In my letter of 24th September (addressed to Tom) I described
ATL's scheme f'or a partial tax holiday in the Falklands. I also enclosed a draft for
the legislation required to give effect to this scheme and said that I was sending a
copy of this draft to the Inland Revenue here with a view to the ultimate amendment
of the double taxation agreement. The Ix are prepared in principle to do what we want
put they point out that uwy draft coulu have the eftfect of exempting ail the profits of
a pioneer company, including any arising rrom "non-pioneer activities". I have therefore
done a revised draf't which grants the exemption to an "enterprise" (= trade or business)
instead of' to the company. The revision also includes a few minor points raised by

ATL's advisors. I enclose a copy of the revised draft herewith.

I am being asked how this proposal is faring with you and whether Government
considers that it can be passed through LegCa. I should be very glad if you would
let me have a report. The double taxation agreement cannot of course be altered until
the OUrdinance is passed since it will have to guote it by name in the amended Article.

e
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FLEROSY
enterprises,

PALKL N ToLaNUS Isouis To8

PIONISR BT TaPRISES

rA

wdy—n (1) knere, hoving regerd Lo the economic and other benefits
likely to aceruz to thes Colony, the Governor iu Council is of the
opinion that it would be in the pubiio iaterest to do so, he wny iy
vrder declsre any trade or business which a company is cariying on or
intends to curry on in the Colony to be u piuvneer entesrprise .hesreupon
the provisicne uf this sesiisn shall apply %o such trade or business
either i1n fuil or to such wmodif'ied sxtent and upon such conditions
5 the Governor in Counclil may by such Urider specilyl

Froviued thoet ¢ trade or business shall not be declsred to ce
& pioneer cnterprise i1 the Governsr in Ccuncll is not satisfied that the
cupital to Le effectively supiuyed in the trude or bLusiness in tha
volony will be at lezet {wo hundrea thousund pounds,

i, The profits of s piuneer enterprise shzll be exespt from

the tix ror such consecutive years of assessaent (not exceeuing hen

in number) os shall be speciiied in tne urder wade under subsection (1).
(3) dpplication Yor cn Urasr wa.er this section shull be made

to the Governor througn the vinancisl tezretary by the compeny which

garries on or intends Lo curry on the trade or business in the Colony

or by aeny other rerson intending Lo Le soncerned in the roruwation

¥
0f H0oN & COLPUNY .

(4} Bvery cppliocation c.ae unucr subsection (3) shall contain
the rfollowigg paerticulsys -

(a} the nature of the trade oy business which is carried
on or inuvended Lo LEe cariied o

(p) e cescription of the beneiits to the Coluny Lo be
sxpectaed irom suash trade or business;

{c) the estisated amount uaud purpose of the capitel
to be =smployed in the trage or business;

(a; the conaiwions unwer which workers will be eumployed,
their nuvwbews znd provision ror their housing; ana

{#) such other particulsars ss the Financiwl cecretary
mey reguire,

(5} :n Urder meue under this section wuy ve rvoked or asended
with or without the agreeicnt oif' the soupany in any cuse where it appecrs
to the Governor in Council that any of the partizulars supplied by
the applicent in or in connection with hia =pplication were recklessly
or »ilfuily ersonewvus or wisleading.

{€) The teris oif sny uYrdexr or of the revocation vr zuwendment of
any Order sude under this section shalil be puvlished in the Uolony
in such mentier a8 the Financicl decretar, spnald direct.
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(7) Uoon the agieement by the Sownlssioner of the amount of the
prorits of a ploneer enterprise to be exoampt from the tax under thie
section or wpon the rinul determinution of that ancunt on appeal, the
the amount thereof may be credited by the company to a speciel aozount
end the asovunt of any dividerd psid out of that account to the coampany's
shareholders shall we exenpt {rom the tax in the hands of such shareholders:

Frevided that no such exemplion shall wpply to a dividend declared
itore than two years ufber the cend of the exeuption period spseified
in accordance with subsection {2).
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DIRECTORS:
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TELEPHONE:

22, HENRIETTA STREET, LONDON, WC2E 8NBE 01-836 0451/4.
01-836 0142f3.
TELEGRAMS:

“ALGINATES.
LONDON.WC 2"

CABLES:

“ALGINATES, LONDON,W.C. 2"
TELEX: 23815,

5th December, 1973

His Excellency E.G. Lewls Esq., C.M.G., 0.B.E.,
Governcr and Commander-in-Chief of the Falkland

Islands,

Government House,
Falkland Islands,
South Atlantic.

Your Excellency,

I beg to acknowledge your letter of November 2nd,
1973, in which you confirm that section 4 (a) (b) i,ii,
of the Licence granted to this Cecmpany on September 20th,
1972, has now been amended with the following effect:

/

5é lal
%fo?’* 477
If Alginate Industries Limited shall faill to achie

in the two consecutive years immediately following the fifth 77/7{
anniversary of the date of the Licence of 20th September 1972,
an average production per annum of 4,000 metric tons of dried
milled kelp the Governor of the Falkland Islands will not
exercise the right granted to him by (b) of clause 4 of that
Licence to revoke Alginate Industries Limited exclusivity
provided that:-

(a)

(b)

7

198841973

the Governor is satisfied at the end of those
two years that AIL is actively pursuing the
operation of harvesting and processing of kelp
in the Colony:

AIL has by the end of those two years incurred

expenditure of at least £2 million on construction,
plant and equipment in the Colony; and

continued...

Rl il ALLgA Fagn iyt Ragisterad in England (No. 285893) Registered Office 22 Hanriatta Street, Landon WC2E 8NB
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(c) ATL undertakes to pay from the date of the
fifth anniversary of the said Licence for
each year in which its production falls short
of 4,000 tons the royalty which it would have

been liable to pay if its production had been
4,000 tons.

I am happy to confirm that these amendments are
accepted by my Company.

Yours faithfully,

R.R.Merton,
Managing Director.




RESTRI CTED %///f <oy

Foreign and Commonwealth Office
London SW1
/ "/

4{/ Telephone 01-

IV

E G Lew1s Bsq CMG OBb
Governor Your reference
FATKLAND ISLANDS

Qur raference HWE 7/2

Date 21 December 1973

Yere Crgtose.

\

ATLGINATES

Thank you for your letter 5/307 of
10 December.

2. David Hall is away sick at the moment so

I showed your letter to Derek Matthews thinking
that he would know what you meant by the

"P.R, effort" organized by Merton which
embarrassed the previous Government. He does
not and we would be grateful if, for the
record, you could let us have details. As you
know, Merton can be very difficult and I think
it would be useful in our dealings with him

to know the background to this affair,

D¢B Beaumont
West Indian and
Atlantic Department

cC:

S Relton, LAD
RESTRICTED
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€01/29/2 (Vol 2) 14 January 1974

D J Hall Esq
West Indian & Atlantic Dept
FCO

Dear David
ALGINATES

1. I am addressing this letter to you in reply to David Beaumont's
letter REF: HWF Z/2 of 21 December 1973 in the hope that once more
you are back at the office again.

2. TWhen I first took over as Governor, I was invited round to
Mginates and Merton showed me with great glee all the articles
and documents that had been used by a firm of public relations
in the campaign to stop Lord Chalfont in 1968; the campaign had
obviously been run in concert with the Falkland Islands Company
and/or the Falkland Islands Committee. What annoyed me about
some of the material was that it was inacocurate and misleading
and coming from a firm like Alginates, which has been pottering
around the Falkland Islands since 1945 and still has not yet
produced any meaningful contribution to our economy, was certain-
ly ironiec.

3. I made it clear to Merton that the Government of this Colony

would be run by HMG and myself and that if there were campaigns of J
this nature again I wuld open up and tell the full story of Alginates!

slow progress in the Falklands, and the suspicion of the local population

that Alginates is more concermed with protecting the exclusitivity of

its 50-year licence granted by this Government than anything else.

Yours ever

E G Lewis
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HEAD OFFICE
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LONDON WC2E BNB

MHCP /MRM 9th January, 1974.

Chief Secretary,
Falkland Islands,
South Atlantic. ——

Dear Mr. Layng,

I hope that you had a good leave. I hear that you spent a
short time in London on your way back but I thought you would not
bless us if we interfered with your leave in view of what happened
the last time!

John Drew has with him the feasability report prepangd by
Humphries and Glasgow for our project in the Falkland Islands. I
would be very grateful if in particular you could read Section 8 and
let us have your thoughts about H. & G's comments. These comments
are not in fact part of the original terms of reference but, in view
of He & G's international experience with projects of this sort, we
felt that these comments would be worth having. For obvious reasons
we feel that this part of the report should be treated as confidential
as, if it got into general circulation in Stanley, it would only serve
the purpose of starting a rumour bonanzal The only other person who
has access to this section is Fred. Gooch. I appreciate, of course,
that you may wish to discuss these points with the Governor. The
rest of the report is largely to do with the technical aspects sco 1
shouldn't waste too much of your time with it.

Yours sincerely,

U7

) wﬂmu‘%ﬁfw/wu_

E‘ﬁgﬁ REGISTERED IN ENGLAND (No. 285993)

REGISTERED OFFICE 22 HENRIETTA STREET, LONDON. WC2E BNB
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RESTRICTED

N Ref: COM/29/2

&th Februar Tl -

Many thanks for your letter of Janmuary 9th,
and congratulations on your new appointment.

2. He enjoyed seeingz John Drew here azain
and it was most vseful for both sides, I think,
to get up to dafte with surrent thinkins and
happeninecs. The Governor, Financial Secret»ry ond
I 211 rezd the Humphries and Glssgow feasibility
report which you sent out, and vere ezcited by
the scale of operations now envisaged, e had a
mumber of meetings with Drew and Gooch amd the
former will be advisdns youn in detail of our
reacticns,

3. Generally thers wes nothing in the study
which we felt would gsive us cause for ceoncern.
Ye have =2lways expected, a8 have the islanders,
that therc will be labour gangs from the Argentine
here for a number of years on conslruction projects.
Seven days = week, Urenty four hours a day working
has been practised here for a number of years by
BESRO, and to a2 lesser extent by the Harines and
our police and radio operators. Harry Powell has
been very re-assuring asbout the pollution effects
of your factory's operation - but leas so about
the general sanitation situation in Stanley!

4., Ye were sormevhal taken aback to re~d that
in the final stage of your operntion here you
would expect to be introdueing a total of some
2,500 extra bodies inte Stanley. As Humphries and
Glaszow point out, this will more than double the
population of the Colony and more than triple the
size of Stonley. This we had not expectead, and
a8 seon as o Tinal decision is tsken te go zhead
and build the Tfactory it seems that we ghall need
to commission a study ef what we shall need in
order to cope with theylarge infiux - a new school,
increased hospital cepacity, sewerage, water,
electrical generating capacity etc. - 2nd who is
to pay for ift.

5. DBxciting times ahead, and doubtless you £
will be lkeeping us closely in toueckh with develop-
ments at your end and informing us of decisions
taken.

-

¥

(7. H. Layng)

Hor. M. H# @ Pary,
Alginate Industries Itd.,
Girvan,

Ayrshire KA26 9JN.

c.c. D, G. P, Hall, Fsq., MBE, %
West Indian And Atlantic Dept.,
Poreign ond Conmonwealth Office,
London 891,

CB TSTRICTED




No. 56/40/73 MEMORANDUM

It is requested that,
in any reference to a .
this memorandum Sth -'-'ebmary, 19 74
the above number
and date should be
quoted. To:

Financial Secretary,

From: Ag. Registrar General, STANLEY
____________________________________________________________________________________ - LB s

Stanley, Falkland Islands. R R I T T T

SUBJECT —

Pioneer Enterprises

I enclose a draft Bill as requested based on 588A attached
which I extracted from the Secretariat file on Alginates Ltd.
as the file was required urgently by the C.S., 588A should be

restored to its place in the Secretariat file please.

(TN P. et
AG. REGIS7RAR GENERAL

AA
; J xc—eh— /wév\v&&fio’ (o8 oLw/( /go_{d, Arerd Elviy
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CONEIDENTIAL /

EXECUTIVE COUNCIL

No. 5/74

Alginate Industries Ltd.
Falltland Islands Taxation

At the meeting of Executive Council held on 1st March
1973 i1 was agreed that legislation should be
referred to the Iegislature to provide the Governor
in Council with the power to authcrise additional
capital allowances in cases where such allowances
were in the economic interests of the Colony. It was
intended that this step would be taken if it was
confirmed that the Alginates Ltd. Scheme for the
inclusion of double depreciation in the price of
calcium alginate charged by their local subsidiary
in selling to the parent firm would be accepted by
the United Kingdom Inland Revenue for taxation
purposes.

2, On his return to Britain in carly 1973 Mr. Comben
advised the Foreign and Commonwealth Office that he
was doubtful whether the double depreciation proposal
would work unless it could be shown that the Falkland
Islands subsidiary was entirely independent of the
parent company in the United Kingdom. By the very
nature of the relationship this cannot be so. After
discussing the scheme with Alginates Ltd. lMr. Comben
reported that the company had abandoned the proposal
and advised ta t they were confident that a2 new
scheme devised by Mr. Comben would work.

3. The Scheme planned by Mr., Comben involves an
amendment to the Falkland Islands Income Tax Ordinance
and an amendment to the DNDouble Taxation Agreement
between the United Kingdom and Falkland Islands.

4, The proposal is that Alginates Ltd. will form

two local subsidiaries. One will be a Rarvesting
company the other a manvfacturing company. The
harvesting company will be regident in the Colony and
its asctivities will be confined to harvesting seaweed.
It will sell the weed to the manufacturing company.
The latter company will make calcium alginate which
it will sell to the parent company for final process-
ing in 3cotland. The harvesting company will pay
Falkland Islands tax on its profits. The manufac-
turing company will b2 subject to United Kingdom and
Falkland Islands Corporation Tax. It is proposed
that the manufacturing company should be granted a
tax holiday by the Falkland Islands Government for

a period of ten years. This would mean that the
manufacturing company will make use of the provision
in the United Kingdom tax law which authorises the
United Kingdom to give a credit against UK 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 Ffor
nothing and virtually receives a grant from the
United Kingdom Revenue.




2.

5. TFollowing up thie new scheme AIL has now requested
that legislation should be promoted in the Falkland
Islands avthorising the Governor in Council to grant,
subject to certain safeguards, tax holidays of up to
ten years to vioneer industries. The legislathn
would follow a pattern which has become common in
developing countries. AIL will then apply for such
a holiday starting with the year when they expect to
start to earn profits. Taking the rate of Falkland
Islands tax to he 40% and UK tax +to be 50% the
combined results of the tax holiday and tho double
taxation arrangements will be that the company will
pay tax at only 10¥ for ten years. In addition AIL
will obtain the benefit equal to the Falkland Islands
tax on the manufacturing company's profits. The
amount of these profits will depend upon the price
at which fthe manufacturing company sells caleium
alginate to AIL.

6. Similarly, the contribution that the harvesting
company will make to the public revenue of the
Falltlands must depend upon the price at which it
sells wet seaweed to the manufacturing company.
During earlier negotiations on the first scheme a
figure of £17 per ton of calciurm alginate exported
emerged as being o reasonable contribution to
Government revenues. It is proposed therefore to
sell wet seaweed to the manufacturing company at such
a price as will result in the vayment in tax of £17
ver ton of calcivm 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

the h arvesting company would be contributing over
£100,000 per annum to Govermment during the ten years
of the manufacturing company's tax holiday. This is
additional to royalties payable for harvesting the
veed.

1. AIL operate in a development area of the United
Kingdom and so are conditioned to recciving UK tnk
concessions, They allege that they could not operate
successfully in the Falkland Islands if they had to bear +the
full burden of UK tax on their Falkland Islands profits,
It is clear that a flourishing alginates industry

in the Falkland Islands will be a great advantage to
the Colony. The industry will make, in relation to
the size of the Colony's budget, a very large
contribution to public revenue. In addition there
are the side benefits of an entirely new industry.

8. The following steps must be taken if the proposed
scheme 1is to be implemented:

i, The Falkland Islands Government will have to
enact legislation 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:

ii. AIL's subsidiary would have to apply for and
be granted such a tax holiday;



3.

iii. 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 the
Falkland Islands Government has foregone.

9., Council is invited to advise that the attached draft
legislation, proposed by Mr, Comben, providing the
Governor in Council with the power to exempt the profits
of pioneer enterprises from Falkland Islands tax,

he tronsmitted to the legislative Council in due

course,

10. The draft legislation has been worded in general
terms as it may be that there will later be other
pioneer industries asking for its benefits. But at

the moment we are thinking of Alginates Ltd. and the
scheme described above.

The Secretariat,
Stanley.

19th February 1974.

Ref: COM/29/2

CB



Date of
commencement

Enacting
clause

Short title

Inzsertion of
new secction 8A

A Bill
for
An Ordinance
Further to amend the Income Tax Ordinance (Chapter 32)

( )

BE IT ERACTED by the Lezislature of the Colony of
the Falkland Islands, as follows -

1. This Ordinance may be cited as tha Income Tax
(Amendment) (No, 2) Ordinsnce 1974 and shall be read
as one with the Income Tax Ordinance Chapter 32
hereinafter referred to as the prineipal Ordinance.

The principal Ordinance is amended by the inser-
tion after secction 8 of the following new section -

"Pjioneer (1) /ﬁhefe—hawnrhfegff&—%&éﬂ%%
enterprises. economlcaand—e%her benefriﬂ—lxkely_+o
acerue to _the Colony, the Governor in
Comeid--is—of thoe—wepinton—that—it—would
be—in the punlic interest o do so, he
may by Order deelsre—erytrade or
buganSS_uhlch_a_c@mpany<%e~eerryiﬁg on
or intends ta cexryv on in the Colonyy

be a pioneer enterprisc whereupon thc
provisions of this section shall apply
to such trade or business either in
full or to such wmodified extont snd upon
such conditions as the Governor in
Council may by such Order specify:

Provided that a trade or business shall
not be declared to be a pioneer inter-
prise if the Governor in Council is not
satisfied that the capital to be effect-
ively employed in the trade or busincess
in the Colony will be at least two
hundred thousand pounds.

(2) Tre pofits of a pioncer enter-
prise shall be excmpt from the tax for
such consecutive vears of assessment
(not exceeding ten in number) as shall
be specified in the Order made under
subsection (1).

(3) Application for an Order under
this section shall be made to the
Governor throush 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
pergen intending vo be concerned in the
formatiorn of such a company.

(4) Everv application madec under
subsecction (3) shall contain the follow—
ing perticuleors --

(a) the nature of the trade or
business which ig carried on or
intended to »e carried ong



(b) a description of the benefits to
the Colony btc be cxpected from
such trade or business;

(c) the estimated amount and purpose
of the capitd to be employed in
the trode or Dbusiness;

(d) +the conditions under which workers
will be employ=d, their numbers
and provision for their housing;
and

(e) such other particulars as the
Financial Secretarv may raquire.

(5) An Order m=2de under this scction
msy ve revokasd or amended with or without
the agrecment of the company in any case
where it appesrs to the Governor in
Council that ony of the particulars
supnlied by the a»plicant in or in
connection with his application were
recklessly or wilfully erroneous or mis-
leading.

(6) The terms of any Order or of the
revocation or amendment of any Order made
under this seetion shall be »ublished in
the Colony in such manner as the Minancial
Secretary shall direct.

(7) Upon the zgreement by the Commiss-
ioner of the amount of the profits of a
pioneer enterprise to be exempt from the
tax under this scection or upon the final
determination of that amount on appeal,
the amount thereof may be credited by the
company to o special account and the
amount of any dividend paid out of that
account to the company's shareholders
shall be exenpt from the tax in the hands
of such sharecholders:

Provided that no such exemption shall
apply o a dividend declared more than
two yecars after the end of the ezemption
period specified in accordance with
subsection (2)."

OBJECTS AND REASQONS

This legislation is designed to authorise the
Governor in Counc.l to grant tax helidays of up to ten
years to pioneer enterprises.
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1, Angrove House,
Goldsmith Avenue,
Crowborough,
Sussex TN6 1RH,
England,

; —— 4 g ":g\'
&/7 %«/ CG'A% T . Combuw & &
‘ /

13th February 4974

H. T. Rowlands Esq.,
Financial Secretary,
Falkland Islands,

Tax holiday legislation

As soon as I received the Governor's telegram on this subject
I wrote again to the Inland Revenue here asking if they could now agree the draft
legislation (as sent to you with my letter of i4th December), They have replied by
raising a new point - with apolegies for not having mentioned it before. They say that
the provision enabling a tax holiday to be granted to a company which is already
carrying on a business in the Colony might make it possible for the Governor in Council
to allow pioneer status to a company which had no intention or prospect of expanding
and so of developing the Colony's economy. They assure me that they do not think that
this would happen in the Falklands but the admission of the present wording could be
an awkward precedent which maight embarrass them if it were followed by some other

countries, They would be satisfied by the following wording in place of my first
sub-clause:

"(1) Where, 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 declare any trade or

business -
(2) which is not being carried on in the Colony on a scale adequate
to the economic needs of the Colony and
(b) for which in the opinion of the Governor in Council there are
favourable prospects for development
/ to be a pioneer enterprise....." etc.
/
v

I assume that this wording is agreeasble to you, I have referred it to ATL's
solicitors who are prepared to accept it. They assume, of course, that when the time
comes for ATL to apply for a tax holiday for its manufacturing company in Stanley they

will have no difficulty in satisfying the Govermor in Council that that company
fulfils two conditions (2) and (b).
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coM/29/2 0. PLLEKL/ND ISL/NDS TLXLATICY — LLGINATL MDUSTIIES LTDH.
(Memo 3/74)

The Financial Secretary put before Honourable bembers
a scheme plonned by Mr. J. . Comben, O0.B.E., which would
involve amendrents to the Income Tax Ordinmnce and the
Double Taxation ALgreement between the United XKingdom and
the Falkland Islands so as to give the Govasrnor in
Council power to exempt tke profits of pioneer enter-
prises in the Colony from Fallzland Isl-nds income tax,

Council advised thot the lexzislotion proposed by
Mr. Comben should be remitted toc the Legislature in due

COUuTrsae,
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Foreign and Commonwealth Office

London SW1 ﬂ h [
Telephone 01- //

Your reference

12/2

T H Layng Esq

| Our ref ;
Falkland Islands jiietence i LI e AT

Daile 1 March 1974

\Qéﬂﬁr,zgdt_

ALGINATES =

l.ney 1 Thank you for sending me a copy of your letter COM/29/2
4 1’ dated 8 February and addressed to Mickey Pery.

2. We have not yet seen the Humphries & Glasgow feasibility
report. I spoke to Stewart this morning and he promised to send
me 2 COpPY .

3. Despite what you write, AIL's intentions remain nebulous, at

any rate as far as we are concerned. Ve hoped recently that

Mr Amery would write to Merton enquiring inter alia about construction
and production details and especially about the date the company hopes
to come on stream. T am afraid our draft has been overtzken by
domestic events here, but we will resuscitate it a2s soon as possible.

4. I tried to elicit some information from Stewart this morning, but
except for confirming that the company was not yet in a2 vosition to
issue a letter of intent to potential airfield contractors, (see my
letter in this bag) he wouldonly say that there had been "much
discussion on financial matters". He denied that AIL were thinking
of building their own diesel storage tanks and said that there "were
more important things to be done with the money".

5. Additionally, paragraph 4(c) of your telegram 82 throws
?f congiderable doubt on AIL's ability to get off the ground quickly.

6. Unless you have any further information I feel we should not
yet become too optimistic about ATIL's project. We regard it as of
paramount importance to the Colony and will give them every help we
can, but realise that the present financial climate is not in their
favour.

‘*fz;ﬂﬁﬂ Ceren—

N 7Y

DG 1T
West Indian & Atlantic Dept

ase . MV Kerbys Esq
PIC Dept CDA

E3TRICTED
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MINISTRY OF DEFENCE
Empress State Building London SW6 1TR

From: ¢ B Allen l é {1
. 74
Diractor General of Suppliss and Trans; ’ / h \

Telophone 01-386 1244 ext 2140

Your referance

D G F Hall Esq dated 1 March 1
West Indian & Atlantic Dept gﬂﬁ;igéi e 3 &
Foreign & Commonwealth Office
LONDON SWl ggg e e

‘7‘ Msrch 1974

Dear *{4@2‘1 .

1. This is in reply to the reference and confirming my telephone conversation of
6 March.

2. Following the visit of our representative we shall be recommending to our
Marine Services Division in Batk that targe C.505 be offered for disposal. However
our representative (who is an o0il fuel engineer, but not an expert in barge hulls)
said that in his opirion this barge was nct in its present state fit for use for
Dieso or any other oil product.

3. I have not heard lately of any developments with Alginate Industiries Ltd. e
According to our records the latest position is that we offered to meke one of

our tanks available to them on the understanding that they segregated the pipeline
and provided a 3,000 ton tank for us to cover tank cleaning periods. Follewing the
vigit of our representative we have some points of detail to take up with our
Lands Branch and we shall take this opportunity to enquire the position. I shall
let you know if I hear of any developments.

4. Unfortunately the RFA WAVE CHIEF could not carry more than 2,600 tons of diesel.
We note that another tanker will ne needed as early as possible in the next Southern
summer and will do our best to arrange this. It may be difficult for this ship

to carry a large quantity of drummed AVGAS or Motor Gasoline but it may be possible
for her to carry some of these fuels in bulk tanks and to fill some of the empty
drums which we have at the Naval Fuel Depot. If you will advise us of the quantities
the Governor wants, we shall let you know what can be done.

5. Regarding the price, I confirm the price of £70 per ton which I mentioned
verbally. I am sure I do not need to explain the dramatic increase - it siwply

refleots what we are having to pay.

Yours sincerely

() b,

MB/50

piabl s s i, ey ¥ Y ik B ., e i - -
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FALKLAND ISLANDS

SENT

Number Office of Orlgin Words Handed in at Date

2 HG 20 roeh 1974

To AT PRICETTS (ROUTLR
PROPRDHL Lok '

2014004

From Falklonds

Tel o 117 of 256 Mareh

enbina to FCU

JEINATE IFDHSTRIES

1. 4t the Inat gootiig of ths ‘xzecutive Council amendments $o the Income
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romitted o the Legislofure in Jdue COUTSG.
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tols companys
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Alginate Industiies LEd. Gf 5

‘ Stanley, i
9th April.l1974.
Earnest Gordon Lewis Dsq.CMG. & / ‘
Governor of the Fallkland Islands. ’/

Your Excellency. ‘f,"

Following up on the rdher strong rumours about the future of
the activities of my Company in the Falklands;rumours substantiated by certain
correspondence carried on outside AIL channels which gave wrong impressions here,
Michael Pery sent me the cable thé-text of which was given to the Private Seeret-
ary by phone for ¥our Excelleney's perusal this evening.

A telephone conversation with John Drew;who is now in charge of the
Falkland Island projeet, this midday conveyed the desire that the cabled message
should under the circumstances be made public. This I had intended to do by way
of the News Letter on Friday.

This evening it occurred to me that in the newfBature "Searchlight",
AIL would in all probabilities ke the subject of ore of the questions dealt with.
Well it had actually enteréd my mind at midday when I phoned Pauline to enquire
whether the program"Searchlight" had been recorded already,as I thought that the
cable might be of use to you in the event of such question arising during the
program, Upon learning that the tape had heen made some days apgo, I decided to
leave it to the News Letter. This evening confering with Mike Peal:,the decision
wvas made to meffuest Your Excellency's approval to have it read after the record-
ed program, and I take this opportunity of expressing thanks for the granting
of this request.

Please accept my sincerest apologies for having encraachéd upon "out
of office hours"with this matter.

The program was a great success in eclarity and explicit delivery,and

was eapgerly listened to with it's homely,man-in-the-street atmosphere by a great
number,

I have the honour to be Sir, your most obedient servant.

)/;m i

D F Gooch,




\ 7.00 pm

fpril
Miessage Ffrom Fred Gooch:
Telegram received from kManeging Director, Alginates
This could alter what you said in broadcast ilape.

I giv e the text below. Should you wish me to inform wﬁ

broudcasting to change anphhing for this evening, pluse
lel me knowand I will inform hike Peake:

Text:

!'Please scotech rumour ﬁhgt Al are withdrawing
from the Falklnds. Bux assessment of the project

due 1o world economic situation probably favours
weed factory ul first stage. All development work
to continue without interrupion.
M Pery "
Ends.
PS

Excuse typing - poriable machine at home..

VoL
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TELEGRAMS!

‘ALGINATES.
LONDON.WCZ

CABLES:

“ALGINATES, LONDON, W.C.27
TELEX' 23815,

emrmMoD

8th April, 1974

Dear Governor,

I have just returned from a visit to the Far
East but con the eve of my departure I wrote a letter
to Mr. Julian Amery, a copy of which I now enclose
and which gives the up-to-date position regarding
our plans for the Falkland Islands.

As you will see we are now ccncentrating our
attention on the original plan to produce washed, dried
and milled weed rather than calcium alginate; and on
reassessing this we find that the pilot work which we
did in connection with the production cf calcium alginate
has not been entirely wasted inasmuch as information
regarding the initial step of washing the weed, which
is common to both projects and is of considerable
importance, is proving of great wvalue for the weed
programme.

Whilst this reversion to the original and more
modest plan wili, I am afraid, result in correspondingly
lower profitability both to the government and to AIL,
we believe that it will be possible so to lay out the
plant etc. that it could still be possible to return to
the plans for calcium alginate manufacture at scme later
date.

by
E g continued...

THE CUILCE AAsp 10 WevaTEE Ragistered in England (No. 285993) Reglatered Olffice 22 Henristta Street, London WC2E 8NB



Since my return I have not yet had time to find
out from the Foreign Office how matters stand with
regard to the exclusion of diesel oil from the proposed
Y.P.F. agreement, but this of course remains as
important as ever.

Yours sincerely,

R.R.Merton

His Excellency E.G.Lewis Esg., C.M.G., O.B.E.,
Governcr of the Falkland Islands,

Government House,

Falkland Islands,

South Atlantic.
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cc WRM,MP, liitcheld (2)

RRM/rba 2th liarch, 1974

Thank you very much indeed for your letteor of the
25th February about the proposed YPF Agreement, and I
am much reassured to note that you have instructed your
officials to consider what action should be taken regarding
the question of supplies of diesel oil.

With regard to the target date for the bedginning of
our investment and ithe estimated annual fuel requirements
for the first quinguennium of cur Falkland Islanas
enterprise, these are indeed parfectly fair questions for
you to ask but they are more difficult than you right
‘'suppose to answer.

In the first place, no doubt in common with many
others, we have the feeling that the weorld is falling
about our ears! What with the international oil crisis,
the three day week, the fact that even before either of
these the U.K. chemical industry had been unable to keep
pace with the basic requirements of industry, vou will
not be surprised to hear that on account of these factors
alone we have been forced to freeze our plans for the
Falkland Islands as the programme would have entailed a
large capital outlay this year to establish a pre-
production plant on the M.0O.D. site. This pre=production
plant was designed to lead on to full scale production of
calcium alginate late in 1977.

continued..
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The recently completed feasibility study carried out

by lessrs. Humphrics & Glasgow, however, nct only disclosed
a considerably higher capital cost than we ourselves had
estimated, (£7} m. exttuding working capital) but also
revealed the tremendous social consequences to Stanley in
the form of housing, services ctc. which would follow the
full implementation of our plans.

& oy

-

Bearing in mind the changed economic circumstances we
feel that the risk and responsibility involved wouid be
out of proportion to the size of our Conpany and we are
thefefore reinvestigating the original plan which was to
harvest, wash, dry and mill the secawsed, as indeed we do
elsewhere, and ship it to Scotland for extraction at our
existing factories. This would drastically reduce the
capital costs, and the magnitude of the conseguent sociel
upheaval. Nor would it preclude the possibility of
progressing later to the stage of calcium alginate
manufacture locally, when perhaps the pcociitical future of
the Falkland Islands has been seg&tled.

i A rough calculaticn reveals that in fact the fuel
consumption would be similar for either aase, and would
start at around 6,500 tons p.a. and increase by this amount
roughly every two years for at least ten years.

In any case I niust emphasise that, particularly in
the case of producing dried milled seaweed rather than
calcium alginate, fuel oil represents by far the most
significant item in the cost of production. Hence any
decision to establish a factory would almost certainly
depend upon the Company being free to purchase fuel oil
from the cheapest source.

I am sorry that in the circumstances &f today with
sc many uncertainties, I am unable to be more precise
regarding the likely timetable for our project but I am
sure you will understand.

The Rt.Hon.Julian Amery, M.P.,
Minister of State,

Foreign & Commonwealth Office,
London S.W.l.

e e S e S T e A e g T g T S T e e R T -




Foreign and Commonwealth Office

London S W.1

25 February 1974

From The Minister of State

- el

/) ) , -
£ 2 e Yo
S \-.-""'v’ & o g T € T

Thank you for your letter of 14 February about the
proposed YPF Agreement. ;

Cur present information is that YPF propose to supply
initially only 500 tons of diesel o0il per annum. This is well
below the present quantity required per annum for civil and
government purposes and in accordance with the terms of the
proposed Agreement consumers of diesel oil would be free to buy
their requirements in excess of 500 tons from other suppliers.

I accept, however, that the fact that YPF would have the
right to supply all the Islands' diesel requirements for the
duration of the Agreement once it was signed brings an element
of uncertainty into your own planning. I have instructed my
cofficials to consider what action we could take to clarify
YPF's intention. In the meantime it would help if you could let
me know in confidence what the target date for beginning your
major investment is and what your estimated ammnual fuel

requirements will be for, say, the first quinquennium of your

R R Merton Esq /Falkland

Alginate Industries Limited
22 Henrietta Street
London WC2



Falkland Islands enterprise. :

The assurance you seek about the use of IMOD tanks
is one which cnly the Ministry of Defence can give. I

understand that you are in touch with them.

(Julian Ameryj

= e



CON/29/2 18 April 197k

R R Merton Esq

Managing Director
Alginate Indusftries Ltd
22 Henrietta Street
LODON VWC2E 8NB

Dear lr Merton

Thank you for your letter "RN/mba of 8 April, which was written
just after your return from the Far East. It was good to hear
from you again,

The Office has, of course, kept me in touch on dsvelopments, and

I was aware that you were prcbably reverting to the original scheme
of producing dried mill kelp. No doubt you have heard that Stanley
has ¥Been full of rumours that Alginate Industries were pulling out
of the Falklands, but I think that in my recent broadcast I managed
to dispel some of the zloom. Ky broadcast was followed by an
announcement from Fred Gooch, and I believe the public is now more
happy about the futurc prospects, The trouble is that in the
Falklands so often members of the public string together all sorts
of unrelated events such as the closing down of ESRQ, the reduction
in the activitiea of BAS and your change in plans, and then ccme up
with some awful dismal anster: such is life in a group of small
islands.

In regard to the YPF Agrcement, I think you will find that you have
nothing to worry about as far as supplies of diesel are concerned.

Yours ever

EG Lewis
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1, Angrove House,
Goldsmith Avenue,
Crowborough,
Sussex TN6 1RH,
England.

17th February 1974
H. T. Rowlands Esq.,

Financial Secretary,
Falkland Islands,

g?{‘\ﬁiﬂ—%! i

Tax holiaay legislation

As soon as I received the Governor's telegram on this subject
I wrote again to the Inland Revenue here asking if they could now agree the draft
legislation (as sent to you with my letter of 4th December). They have replied by raising
4 new point - with apologies for not having mentioned it before. They say that the
provision enabling a tax holiday to be granted to & company which is already carrying
on a business in the Colony might make it possible for the Governor in Council to allow
pioneer status to a company which bad no intention or prospect of expanding and so of
developing the Colony's economy. They assure me that they do not think that this would
happen in the Falklands but the admission of the present wording could be an awkward
precedent which might emberass them if it were followed oy some other countries, They
would be satisfied by the following wording in place of my first sub-clause:

"(1) vhere, 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 declare any trade or business =

{a) which is not being carried on in the Colony on a scale adeguate
= to the economic needs of the Colony and

(b) for which in the opinion of the Governor in Council there are
favourable prospects for development

to be & pioneer enterprise....." ete.

I assume that this wording is agreeable to you. I have referred it to AIL's
solicitors who are prepared to accept it. They assume, of course, that when the time
comes for AIL to apply for a tax holiday for its manufecturing company in Stanley they

will have no difficulty in satisfying the Governor in Council that that company fulfils
the two conditions (a) and (b).

TN
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Slnty

Foreign and’'Commonwveaith Office
London SW¥A 2AL

Telephone 01-

Yaour reference

Miss ¥ G D Evans
BUENOS AIRLES Our reference

Date

8 August 1974

Vb At

’

ALGINATE INDUSTRIES LTD

1. Thank you for your letter of 22nd July. Sandy Ford-

Robertson has indeed written to me about this matter and
I enclose a copy of his letter. For good measure I en-
close also a copy of one he wrote on the 18th June.

2. Bandy Ford-Robertson is a very nice chap but his
understanding of politics is mirimal. HLis view of the
problem seems to be that it would go away if only we in the
UK and the Falkland Islanders were to be sensible about

it. Alginate Industries appointed him as a technical
representative but he seems to have got it into his head
that they want political advice from him as well. They
have already had to repudiate opinions he imputed to

them in conversations here in the TForeign Office.

5. Ve have had a word with Alginate Industries about
his advice to seek Argentine permission to take their
capital into Argentina to construct an Alginate plant
and they will of course do nothing of the kind.

i TR
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2
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_—Btanley Relton
g Latin America Dept.

cec: Layng, Falkland Islands
(with enclosures)



SU REF. IMPORTACION - EXPORTACION
TEL. 34 - 1949
L)
WiREF: N 163/'{4 (268) AFR/PAO, CABLES: FOCRDROBERTSON BAIRES
TELEX: CABINA REPUBLICA N° 9
BUENOS AIRES - TEL. 34-1949 v 85-7570

REPRESENTANTES DE FABRICA DE: A. FORD-ROBERTSON o.8.E
o ABACUS MUNICISAL Lid. B. Sc. (ENG.( C. ENG.. F.i. MECH, E., F.I.M. H,. A.M.B.l.F., M.{.Ex-
& BRTTEHRIEUT e TAEHIN CELid. INGENIERO CONSULTOR Y ASESOR TECNICO EN
o BRITISH OVERSEAS ENGINEERING AND CREDIT Go. Ltd. e - SR METACURGTA
® EXPORT CREDIT CORPORATION ESPECIALISTA EN ARREGLOS DE LICENCIAS BRITANICAS
(Western Hemlsphare) NEW YORK U.S.A. PARA FABRICACION EN EL PAIS
- ESLTEWAY%OPEV\{;\' ENGINEERING Co. Lid. BO
LIMITED 1 -4°
g:igosm'rsmms HANDLING T oy P
CRAPER & CONVEYOR Co. Lid. BUEN S AIR
e DENDIX BRUSHES Lid. 2 ol
@ DARIVE SALES LIMITED
@ INERTIA SWITCH Ltd. Mr. Stanley Relton,
@ SKLENAR FURNACES Ltd. (Morganite Corporation) ‘ q S :
e STEALING FOUNDRY SPECIALITIES Ltd, Foreign & Commonwealth Office,
e THE DUNLOP Co. Ltd. MARINE EQUIP. SALES Lats i
e WRIGHT ENGINEERS Ltd. CANADA L ey Az {5k

Dovming Street,
LONJDON S.W.1,

8th July, 1974.
(Dictated 5th July, 1974)
Dear Stanley, ;

I wrote to you on the 18th June, but nc doubt owing
to all the upsets of the past 4 weeks, your answer to it has not
come to hand. Meantime, I have been on the track of events here
regarding the problems of the {falkland Islands and would report to
You a situation which has arisen through the vigilance of my zood
lawyer Dr. Messing, whose letter to me of the 9th llay I presented
a copy to your colleague Mr, Carless in your Department the day I
met you at the F.0.

For your infomnation, I enclcse a yhotocopy of my
lawyer's letter to me dated 28th June, the portent of which is quite
clear and 1 also enclose a translation of same. In view of the pousih:
importance of the notice giwven in the Camara de Diputudos de 1a Nacian
under heading N° 47 - page 269 - I called on the Embassy Lo see Hirs
Evans yesterday, when we reviewed the situation together. The conclusion
arrived at were briefly as follows: That any guestion of an application
being made by a British firm such as Alginate Industries Ltd., to the
Argentine Government, could be made solely on the basis of the desi-
to invest capital in Argentina, particularly the deep South where alygin: te
seaweed existy without any referonce or indication of the Falkland I-! wis.
Howaever, Miss Evans felt that as there is an international legal guestion
involved, the Latin American Jepartment for South America would requirec

tc be consulted and she is sending a report to the Foreign Office basmed
on information I have given her and which you alsoc now have.

f
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.A. FORD - ROBERTSON
Page 2.

I have written to lir. Ralph Murton to report on this very
subject and sending similar copies and following receipt of these I
have no doubt that he will get in touch with Mr. Carless in order to
consult on this particular problem and what, in view of the circumgtances,
is the next step to take, if any. To express my own view, and my
lawyer's, he agrees with me that if an application was made by Alginate
Industries expressing their interest in invesiing in Argentina, viz-a-viz
their own specialised industry, no harm could come of this, as such an
application made through my lawyer would be a positive step and I believe
"sin compromiso" and could have a possible beneficial effeot on the
present current negotiations between Great Britain and the Argentine
Government. Possibly I am mistaken, but of course thefinal word is with
the Foreign Office and Alginates Ltd,

Due to all that has happened this week in Argentina, MiPs
kvans had not seen the notice from the Cdmara on the application made
under the heading "Algas Marinas", but I understand a copy ofihis will
go forward to the Foreign Office from the Embassy here, plus their rcnort.
As H.E. was dovm with the 'flu, now recovered, and with all the results

of Yerdn's sudden death, I had no cpportunity to see him.

I enclose a photostat copy of the announcement made in "la
Nacidn" of 27th May, headed "Negociacidén por las Malvinas", which you
provably have already seen,

Hell Stanley, I am now leaving the ball with you and I shall
be most interested and anxious to learn from you how all this lookse

Best regards and good wishes,

Tours aye,

=A% F@pﬂ:ﬁobertson

Enclses Copy of letter from Dr. essing
and translation.
Copy of announcement on Falkland
Islands in "La Nacidn',
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SENTANTES DE FABRICA DE:

ASACUS MUNICIPAL ttd.
BRITISH MOULDING MACHINE Co. Ltd.
BRITISH OVERSEAS ENGINEERING AND CREDIT Co. Lid.

EXPQAT CREDIT CORPORATION

(Wostern Hemisphare) NEW YORK U.S.A.
BSITISH ROPEWAY ENGINEERING Co. Lid.
ROPEWAYS LIMITED

BRECO MATERIALS HANDLING

DRAG SCRAPER & CONVEYCR Co. Lid.

IMPORTACION - EXPORTACION
TeEL. 34-1949
CABLES: FORDROBERTSON BAIRES
TELEX: CABINA REPUBLICA N° 9
BUENOS AIRES - TEL. 34-1949 v B5-7570

A. FORD-ROBERTSON o.B.E.

B Sc. {ENG.( C. EnG., F.1. MEcH. E., F.I. M. H. A.M.B.I.F., M.LEx-

INGENIERO CONSULTOR Y ASESOR TECNICO EN
MANIPULACION MECANICA Y METALURGIA

ESPECIALISTA EN ARREGLOS DE LICENCIAS BRITANICAS
PARA FABRICACION EN EL PAIS

BOLIVAR 391-4° D
BUENOS AIRES

e 4

18th June, 1974.
Dear Stanley, N

Here we are back in the saddle agazin and the old grind,
and I promised myself to pen you a line to say bow much I enjoyed our
most unexpected meeting at the F.0.,, and it was a very pleasant surprise
Falkland Islands

problems and we can cooperate as the negotiations develop.

for me and how strange that I am now involved in the
Last Friday
I saw HoE. and I reported fully on all fronts. I gather that he appre-
ciated the progress I have made with Alginate Directors and with the

F.C. heads.

progresging well, if only in steps ard stages,

It seems apparent tha*% the treaty negotiations here are

My Lawyer informed me

on my return that Argentina desires to be reasonable in its terms for

the entry and use of foreign capitals, and furthermore the Government
Banco de Desarrollo is anxious to invest conjointly with foreign capitals
in Industrial Joint Ventures,

I contacted my Viesleo friends, the big contractors who
are now well known to the Directors and Engineers of Alginates, in recpard
to the construction of the Factory, etc. etc. Eng. Gustavo Carmona, the
head technical director, an old friend of mine, informs me that they have
special experience in the construction of big air fields and would be
very pleased to partner with the counterpart in the U.K., viz the
Consulting Engineers responsible to the British Government and the
Falklands project. 4All this is advanced thinking, but forward planning
is necessary.

[/

"«7-7 f} \1% ¥

DENDIX BRUSHES Ltd.
DRIVE SALES LIMITED i .
INERTIA SWITCH Ltd. Mr. Stanley Relton,
SKLENAR FURNACES Lid. (Morganite Corporation) ey
STERLING FOUNDRY SPECIALITIES Ltd. Foreign and Commonwealth Office, /
THE DUNLOP Co. Ltd. MARINE EQUIP. SALES Latin America, 0 el
WRIGHT ENGINEERS Lid. GANADA SR g PENEY U s r :
/i ‘b"ﬁ"";‘"h ovning Street, fy D
LCNDOR S.VW.1,. e
’ "f-"—'-'l.& i



. A. FORD - ROBERTSON
Page 2.

Referring to our brief 'phone call shortly before I left
on the 6th inst., I understand that you are involved in the Falkland
Isles projects etc., and that you wish me, and it will be in order
for me to report to you from time to time, on any important aspacts
in current train? WMy official appointment as local Engincer Consultant
in Argentina to Alginate Industries Litd. was welcomed by H.E. and I
have received a letter to this effect from them. I look forward io a
line from you from time to time and your sage advice and councila
It really was grand to meet you again and I always remember our battles
etc. with E.C.G.D, for credit obtention, etcs

Always your old friend and with best regards and good wishes,
Yours aye,

D
V\ P o I

;//A:’Fsrd Robertson

\

—

c.ce Dr, G. Messing.
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Foreign and Commonwealth Office '
London SW1A 2AL

Telephone 01~

Ve

S

Your reference
His wmXcellency

Wir & G Lewis CMG OBK Ourreference  HyR 7/
Governor and Commander-in-Chief
Falkland Islands Date 25 September 1974

S

\ﬂw 7@_

Liaslk OF RN OIL FPURL PaNKS T0 sIL

16 0D have told us that there has been no furiner progress
in this matter, but they understand that AIL will be putting
their latest plans and reguirements forward towards the end of
this year.

2. In the mean-time, they have asked permission to lease a
small part of the existing coal store for storing generating
eguipnent.

g The area which AIL would like, for one or two years,
measures 40' by 18' (as shown red on the attached plan) and I
am told that the Falkland Islands Company, as MOD agents, do
not require it in the immediate future.

e PLL suggests that as AlL's requirement is temporary and
exclusive possession of building is not involved, occupation
could be covered by the grant of a guarterly tenancy.

5o Could you confirm that you have no objection to MUD
asking PBa to negotiate terms for a lease. As the attached

plan is the only one we have I should be grateful if you could
return it in due course.

j"/‘/‘d t—
¥ .

D G F Hall
Nest Indian &
Atlantic Department

knc.

RESTRICT*D

s

/A //4 RESTRICTED ’ / / 1/
e ( 1HO W] 5 = i"r‘, / v y
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D G F Hall Esq MBE
‘JIAD
FCO

LEASE OF RN (OIL FUEFL TANEKS TG AIL

3L & With reference to your letter HVF 7/1 of 25 September,
T have no objection to }MNOD asking PSA to nmegotiate temms
for a lease of part of the coal store on the camber.

As reguested, I return herewith the plan of the install-
ations.

Yours ever

E G Levis

Enc

RESTRICTED




. ALGINATE INDUSTRIES

M I T E D
CIRECTORS: :
WURMERTON  Chaman 22, HENRIETTA STREET, LONDON, WC2E 8NB - ELEREhE.
.R.M N 1 Munagin
THE HON. M H.C.PERYS Direciors. (EN=CIEG) (I
R, CAMPBELL-PRESTON, O B.E, M.C. OI-:'JE:EE::L{:
R. H. MCOOWELL :
D. L. BANKES “ALGINATES.
F. L. G. GRIFFITH-JONES LONDON.WC 2"
L. F. A d’'ERLANGER CABLES:
R. F, d'ERLANGER "ALGINATES, LONDON, W.C2"
J. 5. YORKE TELEX: 23815,

Our Ref: SM/IW/ 12706 16th Sevntember, 1974

The Colonial Secretary, s
Port Stanley, e V5
Falkland Islands, A 7,

South Atlantic.

Dear Sirs,
We have pleasure in enclosing herewith our cheque

for £ 1_00 in respect of:

Annual Fee.

Yours faithfully,
ALGINATE INDUSTRIES LIMITED.

Accounts Department

T dalars Amias o pogyral Reglstered In England (No. 286993) Registarad Oifice 22 Henriatta Strest, London WC2E BNB
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15th November, 197k,

Dear Sirs,

Thank you for your letter SH/N!/1270(C of 16th September 1974
enclosing a cheque for £1 in respect of the sannual kelp licence fee
for the period 20/9/74 - 19/9/75.

The 0fficial Treasury receipt is snclosed herewith,

Yours faithfully,

FINANCIAL SECHEETARY

Alginate Industries Ltd.,
Accounts Department,

22 Henrietta Street,
London WC2E &NB,

England.

HTR/JT



LEGISI.TIVE COUNCIL 4TH DECEMBER 1974
QUESTION FOR ORAL REPLY

Question No. 32/74 by The Hon. A,.B. Monk, J.P.

"Is therc any cvidencc to show that Alginate
Industrics are intcnding to start opcrations
in the NEAR futurc, or docs the evidence
indicatc that they arc mercly sitting on the
Concessieon so thuat no—-onc c¢lsc can start?!

answer by the Hon. the Chicf Sceriotary

"Sir, thc prescnt position is that the Consultants to
Llginates have adviscd them that the cost of a full plant
producing calcium clginotes would rcquirc an investment of
about scven and a half million pounds. Llginates were
unable to raise that amount of capital and therceforc abandoncd
that scheme in favour of their cheaper, original plan to
producc dricd millcd sea weced for proccssing in Scotland.

In addition, Government is advised that AIL plans to
cxhaust its sca wceed resources in the northern hemispherc
beforc starting on the Folklands weed utilising its plant
in UK for this purposc. 4lginate's planncd increase in
production this ycar from thcir Scottish plant has also
been dclayed.

Had AIL becen able to kecep to their proposed programme
they would have exhausted the last available northern supplies
(in Icecland) during 1975 but a new cstimate puts a term of
three years to this work. Thus it is unlikely that AIL will
start any substantial work in thc Falklands before 1978,
although they plan to continue their cssential pilot work
during this time.

It may be too much to infer from what I have said that
they are - to guote the Hon. Member "mercly sitting on the
conccssion so that no-one c¢lsc may start®. In prcscent world
conditions it is not casy for any company to raise capital,
Governmcnt however is most anxious for this industry to get
under way and will c¢nforce tnc terms of its agrcement with
Alginates, The situation in this regard is that the licence
granted/...



granted to AIL on 20th Scptember 1972 provides, in

Clausc 5, that the Company shall pay £2,500 in respect of
any year in which their production of dricd milled kelp
excecds 1,000 metric tons or 1974 whichsever is thce earlier,
fHccordingly, this penalty is due for the current ycar and

in terms of the agrecment is payable beforc the 1st of
Februoary."



Brief Report on the Position
cf ATIL in the Falklands

In July 1974 Humphreys and Glasgow reported on
their investigation into the feasibility of AIL
producing calcium alginate in the Falkland Islands.

In view of the fact that their estimate of the
capital invelved, excluding working captial, amounted
to around £7dm for a modest size plant to manufacture
calcium alginate, the project was abandoned in favour
of a return to the original plan to harvest, dry and
mill seaweed for shipment to Scotland for extraction
there.

Humphreys and Glasgow were therefore instructed
to revisit the islands with a view to arriving at an
accurate estimate of the cost of putting this more
modest plan into effect.

Their report has just been received by AIL and
has not yet been evaluated; but as was expected the
capital sum involved is estimated at a very much
smaller figure than that required to manufacture
calcium alginate.

In the meantime AIL's plans to increase production
during 1974 have been held up to a considerable extent
although capital expenditure of over &£lm will have been
incurred. A number of factors were responsible,
including delays in plant delivery, works to rule and
supply of inferior seaweed.

It has always been AIL's inténtion to be using all
weed available in the Northern Hemisphere before embarking
upon the Falkland Islands, and almost all is already being
used with the exception of supplies from Iceland which are

due to come on stream during 1975. These supplies are
limited although the precise amount available will not be
known until harvesting begins. The likelihood is, however,

that Icelandic supplies will suffice only for AIL's planned
expansion for two or three years, following which AIL has
every intention of loocking to the Falkland Islands for future

supplies.
continued...



During the intervening period it is essential for
AIL to establish for certain what is believed tc be the
case, namely that when other sources of seaweed for
alginate manufacture are "top weight'", the world will
be prepared tc pay the considerable extra cost of
augmenting the supply of alginates by means of using
weed obtained from the Falkland Islands.

Meanwhile the pilot work which is essential to the
project continues to be carried out according to plan
by AIL's staff resident in the Falklands.

RRM/mba
21.11.74



. ALGINATE INDUSTRIES

LI M | T ED
DIRECTORS: TELEPHONE:
0 T @i 22, HENRIETTA STREET, LONDON, WCZE 8NB N S Sy
R. R_MERTON 2 Managing Ci-836 O142/3.
LHa:ON.M.H.C.FERYJ Oirectors s : Ci-836 096173,
L PBELL-PRESTON, O.B.E., M.C. 7 : r
R. H. MEDOWELL TELEGRAMS

"ALGINATES.

LONDON.WC 2"

] CABLES:

/ "AleNATES. LONDON,W.C.2!
/ TELEX: 238(5.

D. L. BANKES

F. L. G. GRIFFITH-JONES
L. F. A.d’ERLANGER
R_F, d'ERLANGER

J

§. YORKE

oz o
T it o St e B 17 T

2% W//ﬁf%%ﬁ/ﬁ i M/ 22nd November, 1974

i whors ol o o,

/
2, CC:_L”{ Cif L(‘i\i\l :

I enclose a brief report on our position in the
Falkland Islands which I hope will be of interest to
you.

I also enclose a copy of our Report and Accounts
for last year, together with the Chairman's Statement
accompanying the announcement of the half year's results
from which you will see that despite the difficulties
which all industry is experiencing at the present time
we are still pushing ahead. \

7
I|

{ =z

K“’”fi“ ARl L fice. 1

L

His Excellency E.G.Lewis Esg., C.M.G., O.B.E., /
Governor of the Falkland Islands, //_“\\ i
Government House, : .
Falkland Islands, Pt
South Atlantic.

)
|
& i

RRM/mba

196841

At EUILr] AnkiD 10 ENITAY Reglstered in England {No. 285933) Reglstered Office 22 Henrietta Street, London WC2E 8NR



* CONFEIDENTIAL =
| EXECUTIVE COUNCIL

INF 2/75

ALGINATE INDUSTRIES LIMITED

A brief report on the Company's position in the
Falklsnd Islands which was made to the Governor (Mr. E.G.
Lewis, CMG, OBE) towards the end of last year is cire-
ulated herewith for the information of Honourable Mcmbers.

The Secretariat,
Stanley.

4th February 1975

REF: COM/29/2/11




ALGINATE INDUSTRIES

==

M I T E D
5 TELEPHONE!
o o L e 22, HENRIETTA STREET, LONDON, WC2E 8NB W /o
R. R.MERTON N Mannging O1-836 Ol42/3.

THE HON. M. H.C.PERY) Diractors Ol-836 O961/3.

R. CAMPBELL-PRESTON, Q.B.E, M.C. TELEGRAMS:

. H.McDOWELL “ALGINATES.
D. L. BANKES ¥
. L. G. GRIFFITH-JONES LONDO:A\;ILZ:‘

E
L. F. A d'ERLANGER
R. F. ’'ERLANGER
J. 5. YORKE

“ALGINATES, LONDON, W.C.2"
TELEX: 23815,

Our Ref: DGJ/PAB: 21st January 1975

The Colonial Secretary,
Port Stanley,

Falkland Islands, :
South Atlantic. o

Dear Sir,
I have pleasure in enclosing herewith our cheque for £2,501 being:

1) Licence fee in accordance with paragraph 2 of the Licence
dated 20th September 1972 for the year ending 19th September 1975,

2) The minimum sum payable under Clause 5(a) of the same Licence
£2,500 for the year ending 31st December 1974.

Yours faithfully,
For and on behalf of
ATGINATE INDUSTRIES LIMITED

D.G.!Jones,

Secretary.

3.
7]

1968 & 1973
T ot dnadd 14 Uy Registerad In England (No. 286993) Registerad Office 22 Henrletta Strest, London WC2E 8N8
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22nd Hovember, 1974

I enclose a brief report on our position in the
Falkland Islands which I hope will ke of interest to
you.

I alsc enclose a copy of ocur Report and Accounts
for last year, together with the Cheairman's Statement
accompanvying the announcement of the half year's results
from which you will sce that despite the difficuities
which all industry 1s experiencing at the prescnt time
we are still pushing ahead.

Hig Excellency E.G.Lewis Esg., C.M.G., 0.B.E.,
Governor of the Falkland Islands,

Government House,

Falkland Islands,

South Atlantic.

RRM/mba
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During the intervening period it is essential for
AIL to establish for certain what is believed to be the
case, namely that when other sources of seaweed for
alginate manufacture are "top weight", the world will
be prepared to pay the considerable extra cost of
augmenting the supply of alginates by means of using
weed obtained from the Falkland Islands.

Meanwhile the: pilot work which is essential to the
project continues to be carried out according to plan
by AIL's staff resident in the Falklands.
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RRM/mba
21.11.74
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L ALGINATE 1] I“\TDUSiRlESwaJ/If‘“‘
= M | T E D f),.. =, .
;;:r&?.'}ﬁm...m, 22, HENRIETTA STREET, LONDON, WC2E 8NB Y S

R.R.MERTON, 1 :
M. CAMPBELL-PRESTON _ [ Diaciors
OB E MC.

R. H. MCDOWELL,

D. L. BANKES,

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

R. F. d'ERLANGER.

AHS/BC 3rd Februar

D.G.F.Hall Esq.,
West Indian & Atlantic Department,
Foreign and Commonwealth Office,

London, S.W.1. X

Decy Dav J}
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REGL)IRY No. 41
y 9GFEBITS

Ql-836 C451/4.
01-836 Ol142/).
€0i-936 0961/
JELEGRAMS:
“ALGINATES.
LONDON,. W C 2"

. CABLES:

R VTR

TEWRIK! 23818,

H‘D’i: 7’;

Mr. Merton has handed me the encloged cobies of correse
pondence from Port Stanley, with the suggestion that 1 pass

them on to you.

He would like to know if you could kéndly find out who is

responsible, and why.
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C. W. NORMAN. 0.D.E.
R. H. McDOWELL
. L. BATNKES.
THE RT. HON THE VISCOUNT

P.C..C.
F. L. G. GRIFFITH- JONES'
.H.C. PERY

o™

: R iR
o CALEINATE IRnpSTRIRS
1 h by L 7 \ 4

R PULD R BB .H\DG’?\\

LIMITED -

e T BOX 214, PORT STANLEY, FALKLAND ISLANDS.

R. CATA%%E?FPRESTON } M 9Ny SOUTH ATLANTIC : HEAD OFFICE:
_ 0.B.E. Mm.cC | Directors. TELEPHONE 220 : j i

22, HENRIETTA STREET,
LONDON, W.C.2.
ENGLAND

STUART OF FINDHORN,
H.. M.V.Q., M.C,

25th January 1975.

J F Drew Esq.
AlIL,Girvan,

Dear John.
Please find enclosed details of’ another slight on our company;

. or at least that is the only way I can costrue it;and I am not alone in

this opinion locally.

I do not for the moment think that it is anything %o do with
_Arthur Monk himself as we get om very well and. has spent more than ore
evening in our bompany in: mutual harmony,bnt think that there is gono--
one alonz the line who is responsible,as last year we were omnitted fronm
a list of guests reguested hyr the officers of LIS ¥ndurance on the occasion
of a party on board this vessel,and the Ing Lt Conmander asked us why we
had not turned up as he himself had invited us., This list was passed to
the Secretariat from where the invitations were issued,but I was unable
to get to the bottom of it,and nezther was he as the ship sailed soon
afterwards.

The letter to the Acting Governmor I will be delivering by hand
today,and I do not think that there is anything offensive therein.

In a small place like this,everything is noted by all concerned,
and the published list makes the 9mission blatently obvious.

Sorry to have to keep harping on this sort of thing,and trust
that I am given credit for being at least partly right in my acition which
.1 have pondered over fairly well.

Yours sincerely .
i
///
(8 {
D F Gooch,
L)
I BT e T TR o T R O B S R A R A S AR
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o UGy HUDIIRILD %
= LIMITED fa:
QreeTon v A BOX 214, PORT STANLEY, FALKLAND ISLANDS. i Bl
2 C[\'P;EF":BE(L)II.JPRESTON !Manngmg SOUTH ATLANTIC .
e ] Directors. TELEFHOMNE 220 HEAD OFFICE:
22, HENRIETTA STREET,

LONDON, W.C.2.
ENGLAND

0.8.
A. C.W. NORIAN, o B E.
R. H. MeDOWELL
). L. BANKES,
THE RT HON, THE VISCOUNT
STUART OF FINDHORN,
P.C. CH.M V.0, M.C.
FLG GRIFFITH JONES'
M. H. C. PERY

25th January 1975

A J P Monk Esqe.

Acting (overnor. Fallklead Islands.
Government House.

Stanleya

Dear Acting Governor,

it is with rogret that I feel compelled to call to
Your Excellency's notice-tkat which constitubes what is little short of
an affront to the company which I have the honour to represent in the
Falkland Islands.

Our non-inclusion in the list of invited nubliec to e
present nt the Oath~taking cercuony next ilonday of the Governor lesignatbef
the only orpinisation not being represcnted is Alginate Industries Ltdj is
we trust,an: error in the compilation of said liat,

. I have the honour to remein Sir, Your iExcellency's mosti
obedient servant,

D I' Gooch.

Colonial Manarer,

T v i dwa S 18 oY

s Tk ral .‘.':‘.:... T A Tt e o s b e vt e et e oy ~ gyt e A

Gl G P it LTl R S M b R E N eda ] S Y ey -
RN ol AT 3 T v T 1
“ Al b Enttein iR R Lk



i —

v ’ \
S 63&\
v ’v. - i 1 7
e
oy ' - £
: . s
, j \ 3 e
——— B s AR AL R Y PR PRS- o L5 L NP e AR IR - PEE 2 VPR PR PO " X%
i Copy of Invitation (A non-starter for AIL)

; The Acting Governor presents his Gompliments
and has the honour to request-the Company of
at the Publication of the GovernorsCommismsion and
E taking of Oaths requested by Letters Patent under the Great
Seal of the Realm, in the Council Chauwber at Stanley at 2-15pu
on the 27th) January 1975.
Admission by this card only. Dress: Gentlemen Loumnge Suits.
; Ladies Hats and Gloves,
: -
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‘ The Sceretariat.
Stanley.

January 24th 1975

N (Ocupntion-in’red)

Dear Sir/Madam.

The following list shows your peosition in the introduction
11ne in the Town Hall at the end of the ceremony of the swearing-in The
Governor in the Legislative Chamber, which is expected {o be during the
afternoon of Monday,27th January 1975,

BAR o vl The Honourable The Financial Secrehry
Mrs R V Goss,

Councilor The Honourehle W E Bowles and Mrs Bowles,
Councillor The Honourable S Miller JP and Mrs Miller,
Councillor The Homourable L G Blake JP and Mrs Bluke
Councillor The Monourable R M Pitaluga and Mrs Pitaluga,
Councillor The Honourable A B Monk JP and Mrs Monk. j
Councillor The Honourable W R Luxton and Mrs Luxton,
Widow of AG, Mrs A G Barton,

Canon. Rev P J Helyer and Mrs Helyer,

St Mary's Rt Rev. Monseignor D Spraggon MBE,

Utd Free Chch, Rev. R Forrester and Mrs Forrester,
Ass.Col. Sec. Mr D R Morrison and Mrs Morrison.

Ch. Med, Dr J Hi Ashmore OBE.and Mrs Asimore,

FIC, | Mr BM Milne and XMrs Milne,

Magistrate | Mr H Bennett JP and Mrs Eennett.
Education, Mr B. Stocks and Mrs Stocks.

PWD, Mr B Turner and Mrs Turner,
BAS Mr E C J Clapp and Mrs Clapp.

Gov. Airservice. Mr J Kerr MBE and Mrs Kerrf

Johnston Constr. Mr J Corlgtt and Mrs Corle?t.
Rendel Palmer & Trit. Mr B Ashfield and Mrs Ashfield,
Postmaster. Mr H T Luxton and }irs Luxton,

Cable and Wireless. Mr R Roden ?nd Mrs Roden, .
Rarbourmaster, Mr L. J Hglllday and ¥?s Halliday,
T Mr V T King and Mrs King,

Ch of Police wife, Mrs T J Peck,

Retired Librarian, J1iss M Biggs MBE, .
Mr H L Bound MBE JP and Mrs Bound,

Shopkeeper, o \e

Got A s e Mr I T Campbell MBE and Mrs Campbell.

Bas, Mr R D Clements and Mrs (lements MBE,

RSRS, Mr G M Johnston NBE and Mrs Johnston,

MY Eorrest. Capt. D J Sollis BEM and Mrs Sollis,
?‘ Mrs A G McAskill BEM,

RetITEd farmer, Mr C H Robertson JP,

Retired Farmer Mr K W Luxton JPq

Retired Dulce far niex$eJ Bound ED.JP.

Ret?red farmer Mr W H Clement JP,

Retired Mr RL Robson JP and Mrs Robson,

Farmer's widow. Mrs C Luxton JP.

Schoolnaster, Mr S A Booth and Mrs Booth JP,

Retired Farmer and Mr W H Goss JP and Mrs Goss.

Seaman, :

Please be in your places in the Council Chamber for the swearing-in
ceremony before 2 o'clock, :

R Browning
[Par. Pl Seoraetary)

. (Copy of 1ist sent to invited guests) APENDIX V kaj;fj\\_
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Foreign and Commonwealth Office
London SW1A 2AL

Telephone 01-
Yaur reference
A J P Monk Esq _
Chief Secretary Ourirefatence., oy e /3
FALKLAND ISLANDS e
7 February 1975

Deovee Avdtce

LA I enclose copies of a letter and its attachments which has
been sent to us by Alginate Industries.

2 We do not, of course, guestion your composition of the
guest list for the Swearing-in ceremony of the new Governor.
Nor do we think too much time and labour should be spent in
answering "complaints" of this kind. However, it would be only
courteous for us to answer Mr Stewart's letter, and we should
be glad if you would provide us with the information to do so.

3. I imagine this is a simple case of accidental ocmission.

M E Hunt (Miss)
West Indian and
Atlantic Department

RESTRICTED



RESTRICTED

Ref: COM/29/2 26th February

Miss M, Hunt,

West Indian & Atlaontic Dept.,
Foreign & Commonwealth Office,
London SUW1 2SA

.

Dear / P L,
/Z"’V ”~
Thank you for your letter HWF 7/1 of
7th February. Vhat a to-do Gooch seems to be
naking over a trivial matter. HMind you, he
has very little else to do out here these days,

2, In fact, Gooch did receive an invi-
tation to the ceremony as soon as I saw the
draft list and that he hgd not heen included,
so that all was well in the ouiconme.

Bin I will overlook the gratuitousness of
Gooch's letter to Drew,

Yours ever,

C" ot s

A.J.P. Monk
Chief Secietary

75




v COM/29/2 sl

21st March, 1975.

Dear Sir,

Thank you for your letter DGJ/PAB of 21st January, 1975 to the
Colonial Secrestary.

A receipt for the sum of £2500 payable under Clause 5(a) of
the Licence in respect of the year ended 31st December, 1974 is
enclosed.

It is observed that you forwarded the Licence fee of £1 in
regpect of the period ending 19.9.75 under cover of your
letter SH/JW/12706 of 16th September, 1974 and a drpft for £f
is therefore enclosed in respect of the duplicat@,made under
cover of your letter of 31st January, 1975. <

Yours faithfully,

o

FINANCIAL SECRETARY

D.J. Jones, Esg.,
Secretary,
Alginate Industries Ltd.,
22 Henrietta Street,

KDON WC2E 8NB.

HTR/LIL
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@ 'sKOBENNAVNS PEKTINFABE I K

(THE COPENHAGEN PECTIN FACTORY LTD.)

DK 4823 LILLE SKENSVED TELEGRAMS:

DENMARK 1
ﬂ'd. FEKTINKOED: LILLESKENSVED
8 -
TELE : H ¢
PHONE: {01} 88 92 10 L(’;.‘ TELEX: 43572

REG. . >
Kﬁf é}]::ﬂ TELEX REPLY: GENU DK
REGISTERED TRADE MARK

LILLE SKENSVED April 30, 1975

The ¥alkland Islands Company, Limited
Port Stanley
The Falkland Islands

Att.: Mr. A. Sloggie, Colonial Manager

Dear Mr. Sloggie,

You may recall that we had exchange of correspondence a couple of years
ago on our interest in seaweeds in your area. At that time you mentioned
that to your knowledge only Iridium was available and in so small quantities
that it was commercially uninteresting. Kindly let us know if this still is
the position.

We are not sure if Alginate Industries have established themselves with a
permanent Kelp harvesting organization, and if so things might have changed
since we wrote you last. Of what importance is really the Kelp Industries

in the Falkland Islands if it has been permanently established?

I hope we may be favoured with your reply and thank you so much for your
kind assistance.

Yours faithfully,
A/S K@BENHAVNS PEKTINFABRIK

Fee
Keld Nielsen

B

K.P.112-10-74




The Falkland Islands Company, Limited. —

—_— o( INCORPORATED BY ROYAL CHARTER 1851. )0

REGISTERED 1902

AGENTS FOR LLOYDS.
TELEGRAMS "FLEETWING PORTSTANLEY"' VIA RADIO, {Lﬂ W/
# 7 ]
1

i FALKLAND SLANDS.
HEAD OFFICE:

94A WHITECHAFEL HIGH STREET 1 2"01’1. June, /._9 15 o

LONDON E1 7QY

CONFIDENLLAL

A.J.r. Monk Esq.,
Secretarsat,
Stanley.

Dear Arthur,

1 am hearing various rumours regarding Alginates and have
been informed by Fred Gooch that they have stopped work for the
moment as there has been a cut back of £/50,000 in the expenditure
budget ot his company.

In view of the above 1 am enclosing a letter received from
the Copenhagen rection Factory Ltd. which might be ot interest
to you.

1 have replied to this letter stating that L have passed
it to you and also stating that no doubt you will get in touch
with them.

1 hope that the outcome may be interesting.

//’q Yours sincerely,
/

w7




. ALGINATE INDUSTRIES

= LIMITED

DIR 8

rfﬁi’%}ﬁ,ﬂNN citfemen, 22 HENRIETTA STREET, LONDON, W.C.2. e rOnE.
R CAMPBELL PRESTON, }B’E;‘::g’:‘sg From: 120 George Street, Oban, Argyll, 0_};5‘:_3:60;:‘“;;

. C. W. NORMAN, 0.B.E. i §

A W ORI} ALGINATES, LONDON, W.C.2

D. L. BANKES.

THE RT. HON. THE VISCOUNT
STUART OF FINDHORN,

MG

CABLES"

“ALGINATES, LONDON, W.C.2"
BENTLEY'S SECOND PHRASE.
TELEX. 23815.

P.C..C.H., M.V.O
F. L. G. GRIFFITH-JONES.

Private. 27th November, 1970.

F. Gooch, Lsg.,

AMginate Industries Ltd.,
1 SRR el il

Stanley, Fallkland Islands.

Dear Fred,

This is just to let you know, subject to Board approval next
month, vour salary as frem lst January '71 will be £2,420. This comprises
a salary increment of £200 plus a payment of 10% of your new salary in lieu
of your beina over age for inclusion in the Company's Pension Scheme,

You may remember that I mentioned to you that A,I.L. operated
a non—contrihuteory Pension Scheme for Staff who have been with the
Company for at least a year, llowever, there is an upper age limit of
55 for inclusion in this Scheme and the Board has agreed to pay you direct
10% of your salary being equivalent to the sum which the Company would have
contributed towards your Pension had you heen eligible for the Schcme.

As far as vour housing is ceoncerned, we agreed to subsidise your
Mortgzage or loan interest up to a magimum of {250 per year. Could you
please let me have the details of your arrangement and I will arrange with
D.G.J., to make the necessary payments.

. Yours,

19638

V=8 BuUEE AmanD 08 m e
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ALGINATE INDUSTRIES LIMITED b5~

MEMORANDUM

. F Gooch, H.E., The Governor, Falklanf ;.
Bromy o Mt U it Y o e i o) “if Tskands

[

23rd June 1975.
The attached is the original communication received from the
Hon M H C Pery refering to the arrangement made in lieu of the Company's

pension scheme for which I do not qualify,

This is the paper refered-to in our conversation earlier today.

D F Gooch



5
ALGINATE INDUSTRIBS

- LIMITED
O R BOX 214, PORT STANLEY, FALKLAND ISLANDS,

R SRl encsron, | Mensaing TG
0.8

Diractora. HEAD OFFICE:
.B.E., M.C. TELEPHONE 220
A.C. W. NQHMAN_N(')_%_E_J 22, HENRIETTA STREET,
S- r.gﬂﬁz:'?‘?gg‘ELL. LONDCN, W.C.2.
THE RT, HON. THE VISCOUNT ENGEAND
STUART OF FINDHORN,
PC,CH, MV.O, MC
F. L. G. GRIFFITH-JONES
ERY

M.H.C.P !k\‘\ m/% 18th June 1975
\!

I E Excellency The Gg¢vernor,
Falkland lglands. \J'

Self Con%ﬁbqtary Pension
29

Dear Gowvernor.,

I beg to submit my case to Your Excellency which concerns my
claim for Income Tax relief in respect iwof payment made into what constitutes
a self-conttributory pension fund which I maintain should come under the head._

ing of Bection 17 of the Income Tax ordinace, subject to Your Excellency's
approval,

As I was informed upon taking up residence in the Falklands,
I was too old to contribute to the old age pension scheme, and likewise for the

same reason I do not qualify for my company's excellent non-contributory pems-
ion scheme, But the company very decently pay me what would be their contrib-
ution to my pension fund, and this I invest in a savings bond with Abbey Natdmal
which realises in five years from commencement of contributions starting,vhich
coincides with my retiring at 65,

My eclaim is exemption on £20 per month which is invested in &his
provision for old age, but unfortunately so far this has not been admitted as

being in accordance with section 17 of the Tax Ordinace, and I would greatly
appreciate Your Hxcellency's views on this issue.

I.,have the honour to remain,
Your Excellengy's most obedient servant.

Gooch.

2y J
i o W i

A.UM,IJML s d% - ,;;/' ‘///At(‘ /k &/g»f_} c//,/a/-\
,....:.:.:...,. /0 X{\/é’ (/Ew /m(sr/' A'M/ ’S" /b
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Oour Ref: COH/29/2

lst July, 75
D. ¥, Gooch, Esq.,
Alginate Industries Ltd.,
P.0. Box 214,
Port Staniey. PTRSONAL & CONFIDENTIAL

Dear S5iy,

Hig Ekcellency has passed me your communicationa to_ him about
your position under our Income Tax law,. il

It is the normal and established procedure for His Txcellency to be
addressed through the Chief Secretary and I am sure you will not mind
ny pointing this out zs you may wish to use this channei on future
occasions so that it should speed the action to be taken,

I nave referred your papers to the Commissioner for Income Tax and
asked him to reply to you personally, under confidential cover,

I am, 3ir,
Tour Obedient Servant,

A.J.P. Monk,
Chief Secretary
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s ALGINATE INDUSTRIES =

N\

LIMITED

w“ﬁﬁﬁﬁchM"mu BOX 214, PORT STANLEY, FALKLAND ISLANDS,
R. R MERTON.' 1 Mansging SOUTH ATLANTIC :
R. CAMPBELL-PRESTON,  p.4089 f TELEPHONE 220 HEAD OFFICE:
.8 e 22, HENRIETTA STREET,
"H Me = LONDON, W.C.2.
R H McDOWELL
D. L. BANKES. ENGLAND
THE RT. HON. THE VISCOUNT

STUART OFMFI‘?I%HOGNC s "

P.C.C.H..MV.O. MC - =
F.L G, GHIFFITH-JONES 16th July 1975
M. H. C, PERY

Re CON/29/2

A J P Monk.
hief Secretary.

Lear Sir,
I thank you for your letter of the 1st July whieh I received upon

ny return to the Colony this week, and I stand corrected in my having not
approached Jlis Bxcellency ithirough vourgoncself,

flowever, as according to the wording of Section 17 of the Income Tax
Ordinance, this matter is subject to the approval of the Governor and I had
already on two g@revious occasions submitted my case without it having reachad
this level for consideration, I this time made so bold as to make a direct
approach, for which I tend my humble annologies to you,

The first application for tax relief on this money was wade in 1972,
anc it wes not until the current year that I was able to huy a copy of the
Tax legislation when I made ny third attempt to have wmy self-contributory pensio;
scheme claim reviewed for ghsolvence under Section 17 ruling.Thus I passed the

d?tails direet to Ilis Bxecellency and wounld bhe very gratéful if you wounld very
kindly extend nmy appologies to 1L.E.

I an Sir.

Yours faithfully.
T

D T Gooch,

2]
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Roi/29/2 .

Tth sugust, 1975.

Dear Sir,

Please refer to the Chiel Secretary's letter GOH/29/2 of
1st July and to your letter of 16th July, on the subject of
Income Taz.

I have studied the inform%;ion you have submitted. The £20 per
month which you invest with Abby Hationel would not appear to come

within Section 17 of the Income Yax Ordinance as it is not en
insurance premium nor is it a2 contribution to a pensicn or similar
fund,

Yours faithfuily,

Commissioner of Incoue Tux

F. Gooch Eﬂqo ’

Alginnte Industries Ltd.,
50 Box 214,

STANLEY «

ccs The Chief Secretary
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ALGINATE  IRIUSTRIES

LINITED
22 llenrvietta Street
ILondon TCZ% 8B
HE Mr N A I French 80 17 July 1975

Goverzzwent House
a1 daad Islands
soudh L tlantic

Deei (invernor

I om varditing o let you kmow hov we stand with regerd 4o ouvr
plons o cstablish a seaveed supply boase in the Falkland Islands vith
gocelal reference b9 our plans for the fimmediate funure,

¢ have now successfully concluded nur reseaicl and developnent
progroxmie bul in view of the wneerizin futire of the Falilond Iszslonds,
coupled viith the fact that the world is cxperiencing o severe slump
which affects us along with every other indesiry, we shall not be
proceeding in the Fallkland Islands to our rext development stage of
the preproduction nlant for the time being.

loveover, our policy will contiruze v be one of obtaining the
maitizant awount of raw material from more accessible and less expensive
sources in the hope that by the time vwe need supplies from the Falilands
the position regarding sovereignty will have been resolved.

5 0o more experimental work is reoulzed we propose 4o close dovn
our smnll estoblishment at Stanley, leaving one member on a poard-tine
basis, it he is agreeable, to act as carcialker of the Compary's propen
To the reraining three we propose o ofUer employment at our factorics
in Yecosland, during the interval before we resume our Palldend Isleinds
PTOSIOITAC,

"E"," "

A5 a business man my chief fear in comection with the question
of sovereignty is that, if for any reason the Falliland lslands wore
tc become Lrgentinian, the population might well quit the islands
"en bloc" and we might well find ourselves operating on the equivalend
of a Liowth Sea Hig.

Yours sincerely,

R R Mmmtan (spd)
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Yerton Eoq
lrinate Industries
22 Hemsictta Street
Tondon 020

Limited

T = 1

r M= Merton,

am sorry that your letter of

v =
P /-
6(,»«4/ 4 nuguast 1975

//C M&\)W ,é;/’/ 7

o .

fromomt!
/fd
e 17 July uid not convey nore ]
cacering rews of your Company's oneraiions in the Felklond lslands ﬂg
2t least in the near future, However, L was glad to note that you 4
ingend to koep a voe~hwld in the islonus in the shape of a part tine .]/'5
retalkter and that the geneml implication of your letter ig that -
»y will be keening your position hizve under constunt reviey,
ashall be putting your le o my Executive Council lutexn
manth, and if they have any co

sefully be passed on to you I

somile T would only say

enes of signifidcance wihich

you I shall arrange for this,

th ragerd 4o your final paragrept
v 3t would surely be in no-one's interest, whether Her Majesty!
aranent, the Argentine Governs nr the Falklonders thicnselve
to pllow things $o zet so far out of and as to lcac to an abondion b
2 ihe Colony where so much has Doer

wepinst tremendous ndds,

axy thenks for writing as

Towrs sinc

@ity r?_s-f. Woel &, mRE
LAad
Fco.,

the lemt century
IJJ 1 _- :

iale
7 chieved over

'"TJ!) 2 olimate

g

erely,

rench

GOVITIOR



Minute No 27

ALGINATE INDUSTRIES LTD

1 I atiuzch a letter addressed to nie by the Chudrmon of
Alginate Industries l.td (Mr Merton) znd a copy of my
zeknowledgenent, g :

25 You will sece thwnt I have told -hir that I intend to
put this to Executive Council - on 14 sugust, and to let him
know if Council has any cosments of ‘sigmificance,

ye vouwld you nlease arrange to incliude this in the ifgenda.
4, 1 have already discussed the letter with MNr Gooch wihe

is apparently agreeable to acting as "caretalker" of the
Company's property in the IFalklands,

N AL French




EXTRACT FROM MINUTES OF EXECUTIVE COUNCIL TING NO. 1O

HELD ON THURSDAY, 1LTH AUGUST 1975.

'0M/29/2 12,6 Alginate Industries Iimited

Mr, R. R, Merton's letter of 17th July 1975, and His Excellency's
reply of 2nd August 1975, were read out to Council. It was
recognised that the matter of A.I.L.'s Zicence would possibly
need reviewing after the Economic Survey Team had submitted its
recommendations. Council advised that the Team might with
advantage seek from the F.C.0. useful background informalion
regarding the kelp industry and Alginate’s licence,

In the meantime, a paper with a precis of the licence issued
to Alginate Industries Ltd., would be prepared for the next

meeting of Council.

CLERK OF COUNCIL
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lir» I Gooch

¥ Lbout a month zgc Mr T Gooch submitted ©
e a cese for hids mension ccentributions to a

pension scheme operated by Alginate Industries
Ltd to he exempied from locazal income Loz,

2. I scught your comments cnd advice on this.

Iliay I lnow wvhere thiis stanis toqenable mne to send
a substantive reply to iir Gooch.

Nt

IT 4 I FPrench
21 July 1975
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Alginate Industries Limited

Record of Growth from 1967- 1974

100
130
138
163
188
233
315

439

Shareholders

£000

984 = 100
1,150 117
1,284 130
1,459 148
1,669 170
1,896 193
3,832 389
4,455 A53

Shareholders Funds comprise share capital and
reserves and the increase in 1973 takes account
of the proceeds of the share issue and the
surplus on valuation of properties.

Year Turnover
£000
1967 1,991 =
1968 2ﬁ587
1969 2,751
1570 2,23¢
1971 3,748
1972 4,641
1973 6,277
1974 8,732
Note:
DGJ/RRM/mba
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Alginate Industries Limited

Expenditure in the Falkland Islands 1970 to date

1970 1971 1972 1973 1974 1975 Total
to 1570 to
June 1975
30 June 30.
£ £ £ £ £ £ g
Cagital
Expenditure
Buildings - - - 3,800 10,000 100 13,900
Plant and
Equipment 21,200 600 3,900 16,000 4,500 - 46,200
Total Capital
Expenditure 21,200 600 3,800 19,800 14,500 100 60,100
Revenue
Expenditure
Surveys bl 2 = 9,000 17,100 2 26,100
Pilot Plant
Operating
and other
costs 5,000 7 LNl 21 NEoNe]. LR aIoIREy A0 ) 7,600 70,600
Total Revenue
Expenditure 5,000 7, 000 SIAREGRE 521 700 39,800 7,600 96,700
Grand Total £26,200 7,600 16,500 44,500 54,300 7,700 156,800

DGJ/RRM/mba
13.8.75



e e B

- n——

Notes on the Value of Seaweed

Seaweed at the cost involved in obtaining it from

the Falkland Islands is only of value to the alginate
manufacturer and it is at present in surplus supply
in the world.

The capital sum inveolved in setting up a weed supply
base in the Falklands on the minimum economic scale
amounts to at least &£3,500,000 excluding working
capital. A single harvesting craft costs at least £im.

It follows that it would be impossible for any
independent operator unconnected with the alginate
industry to produce econcmically in the Falkland
Islands.

I, for instance, AIL were to go ahead in the Falklands
prematurely and find itself in possession of any quantity
of seaweed surplus to its requirements, there is no
market outlet for its disposal at even a fraction of the
cost of weed from the Falkland Islands.

e e i bt o i el i e i . e e 2 s M et i

RRM/mba
23.9.75
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Message from Alginate Industries Limited
to the Inhabitants of the
Falkland Islands

The original survey of the seaweed beds of the
FFallzland Islands carried out in 1947 was, of course,
totally premature. It did however encourage Alginate
Industries to build up a world wide Alginate Industry
during the next 20 years, in the knowledge that there
existed in the Falklands a reserve seaweed supply which
could ultimately be made use of.

In 1967 it was decided that it was time to renew
the Company's interest in Falkland Islands seaweed and
arrangements were made for samples of seaweed to be
collected regularly and sent back for analysis. It was
stressed at the time

"that there was no immediate prospect of

proceeding with this project so long as our
existing and much cheaper scurces of supply
suffics for cur requirements. Nevertheless

the growth of our industry and the possibility

of a sudden and unexpected demand makes it
desirable that we should now re-—-examine and

bring up to date our findings of twenty years ago

(Extract from letter to the Colonial Secretary,
7th September, 1967.)

This has been the position ever since with one
additional and important factor.

Since December 1968 when the British Government sent
Lord Chalfont on a mission to the Falkland Islands in
connection with their future sovereignty the political
situation has become steadily more hazardous from the .
point of view of the would-be investor, until very recently
when application was made for the Islands to become
associated to the E.E.C.

continued...
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During this pericd, as will be well known in the
Islands, AIL has pursued the matter of Falkland Islands
seaweed with very considerable energy and at considerable
expense, carrying out extensive pilot plant work and
employing highly sophisticated consultants to determine
both feasibility and cost.

At the same time, however, against the background of
mounting political uncertainty it was necessary to make
quite sure that every scrap of usable seaweed from nearer
and cheaper sources was made available until such time as
a solution to the political uncertainty might be found.

The result has been that the Icelandic Government has
been persuaded tc set up a weed supply base from which it
will shortly supplement the Company's supplies c¢of seaweed;
and a small venture has been embarked upon in an island off
the coast of Tasmania where supplies of a relatively cbscure
seaweed with a very high alginate content are washed ashocre.

In spite of the Company's success in thus extending its
cheaper raw material supplies, it would still be necessary to
take steps to start up in the Falklands in the near future were
it not for the world slump which began in 1974. As it is,
the whcle programme upon which the Company was working has
had to be postponed.

From the Company‘s point of view this may be just as
well because the political situation in the Falklands has not
yet been resolved. Until such time as it has been resclved
it is virtually unthinkable that anyone will be prepared to
invest the sums of money, running into many millions of pounds,
wnich will be reguired.

Supposing that the political situation is resclved as a
result of association with the E.E.C., it will nevertheless be
necessary to await a recovery from the world slump before
demand for alginates once more looks like overtaking production
from established sources of seaweed raw material supply.

For this reason it has been decided to put our affairs
in the Falkland Islands on a Care and Maintenance basis for
the time being, with a view to resuming operations at the
appropriate time which it is hoped will not be in the too
distant future.

continued: ..
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A copy of the Company's most recent Report and Accounts
has been sent to the Public Library at Stanley and to it
have been attached the follcwing:-

e A record of A.I.L's growth from 1967 to 1974.

2o A record of the sums cof money snent annually by AIL
over the past five years in the Falkland Islands.

(Further very considerable sums have, of course,
been spent in the U.K. in connection with the project.)

3. Notes on the value of seaweed.

RRM/mbA
23.9.75



hiesf .
FIXYRY \

14th Oetober, 1975

Qur Ref: coM/25/2
CONRIDIITIAL

7. Gooch,; Usg.,
Aiginate Tndustries Ltd.,
Stealey.

I hove received @ copy of a ataiment from 4,.1.)l., te the
inhabitants of the Falkland Tslands,

I understand That you have discussed tils with iiis xeellency
the Goveinor snd that B.0. s, fIn fact, a copy of the message.

I siould be acsi grateful il you will pleasa lev me know the
tdxt of the finel statoment and oy it is propoced to publicise
this if you feel it neceéssary.

Incidentally, there are certain nassages in the statameont which
geen to ne s be rather out of date or are over=-taken by other
cventse. It is also the first intimation I bave secen that

AT L. had embarked on a wventurc off the cozst ol Tasmania.

Should you wish, I would be only too glad to discusa the content
of the mesgage with you at your convenience.

A.J.T, Fonk
CHI *F STECRETARY
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Message from Alginate Industries Limited
to the Inhabitants of the
Falkland TIslands.

§ /
e i, 3 >
éﬁ“u W It would appear that there is a mistaken
'R impression among some Falkland Islanders that the
M' British Government has guaranteed Alginate Industries

against any loss arising from the pclitical risk
that the Islands might cease to be British.

2 3 Although such a guarantee was requested by
éb/éﬂﬁf?hwﬁdi Alginate Industries, it was refused by Mr: Julian
v / Amery who was Secretary of State at the time of the
3 wa/ reqguest.

"

)

: <; The mistaken impression may have its origins in

J the fact that the feasability study made on behalf
of the Company was carrled out under the terms of a
Bill passed in 1972 and designed to encourage Pre-
Investment Studies in developing countries.
According to this, certain monies are recoverable if
for any reason a project is not proceded with after
investigaticn.

/fo ﬁé/ﬁfﬂ)ﬂlz a Mé,/wéa/ ;/ é,é;{;,/m/ld /an 7
hﬁ;ﬂé/f% 4 Ay /,47 7%»{4/}%&4%”4%&
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CONFIDENTIAL
EXECUTIVE COUNG

of Meeting 10/75.

#

ALGINATE INDUSTRIES LIMITED

o RTTIET

(ouncil asked for a precis of the content of the Licence issued to
Lirinate Industries Limited.

2. MAlginates' activities in the Colony are covered by three documents,
as follows:

i. An Agreement dated 20 September 1972 between His Excellency
the Governor and Alginate Industries Limited;

ii, A Licence dated 20 September 1972 between His Excellency
the Governor and Alginate Industries Limited, issued in
accordance with the Kelp Ordinance 1970 as amended, and

iii, A Letter from His Excellency to Alginate Industries
Limited dated 2 November 1973 varying the conditions
of section 4 of the Licence.

3. The Agreement provides for Alginate Industries Limited to apply for
an exclugive licence for the harvesting and manufacturing of Kelp in
specified parts of the Colony. It protects them from competition by
giving them the right of first acceptance for such licences in any

area of the Colony's waters. The Agreement also covers such things

as the drawing of water from the Murrell River or other convenient
source of supply, and grants them way-leaves for water supply pipes.

4. The Licence grants to Alginate Industries Limited an exclusive
licence to procesa and export kelp at an annual licence fee of £I
within a prescribed "concession area" as follows: i.,e, bounded -

G W MR T I T A & N T T S T e T

(1) on the North West by the line joining point 4 at 51 degrees
32 minutes South 57 degreee 41 minutes West and point B at
52 degrees 06 minutes South 60 degrees 11 mimutes Veat;

(4i) on the Bast by the line of longitude 57 degrees 41 minutes
West; and

‘iii ) on the West by the line of longitude 60 degrees 11 minutes
West,

5. The Licence contains a provision (clause 4(b) ) for the Governor

tz revoke the exclusivity of the licence if Alginate Industries Limited
fazl to produce an annual average of less than 4,000 metric tons of dry
and milled kelp (amk) during the sixth and seventh years of the licence
(i.e years ending 21/9/78 and 21/9/79), or if Alginate Industries Limited
fails to achieve an annual average production of 8,000 metric tons in the
elqventh and twelfth years of the licence (i.e. years ending 21/9/83 and
21/9/84) - but see para 7 below.

€. Under the terms of the Licence Alginate Industries Limited pay £1.90
for each metric ton of dmk produced, with a minimum payment of £2,500 a
year. This is increased by 20p per metric ton for each ton in oxcess of
8,000 metric tons produced annually., These fces became payable in 1974
and their basis is fixed for the first five years of the fee-paying
period (i.e. up to 1979), after which they are then (and every 5 years
thereafter) adjusted in relation to the UX Wholesale Price Index,

. T o T R e T T O R e T PR A e LI N
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Previous ref: Minute 12.6
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T. The letter amends clause 4(b) of the Licence and limits

the powers of His Excellency to revoke the exclusivity of the

licence to cenditions where he is not satisfied that Alginate

Industries Limited is actively pursuing the/6ccupation of

harveating of kelp and has, during the sixth and seventh years

of the licence failed to incur expenditure of at least £m on

construction, plant and equipment in the Colony.

8. The Letter also requires AT, to pay, from the date of the
fifth anniversary of the date ¢f the licence (i,e. from 21/9/77)

the royalty which would have been payable if the production
had been 4,000 tons per annum ‘i.e, £7,600 p.a.)

Secretariat,
Stanley.

4th December 1975

Ref: COM/29/2
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™ AIGINATE INDUSTRIES

____________ I' T E D =

DIRECTORS: TELEPHONE
W R MERTON Charrman 22, HENRIETTA STREET, LONDON, WC2E BNB BNl PGS DA
R R MERTON Tl Hanaging

THE HON. M K. C.PERY/ Diractars e
R CAMPBELL-PRESTON, OBE. M.C. T,fté&“,f;;i
D L BANKES

F L. G GRIFFITH - JONES

R F d'ERLANGER
J. 5. YORKE
C T BLOOD

LONDON w C 2"

CABLES
“ALGINATES, LONDON, W.C.2"

TELEX: 23815.

Your Ref:
Our Ref: SI\I/I"E?'/153611b

25th September 1975
The Colonial Secretary,
Port Stanley,

T'alkland Islands,
South Atlantic.

Dear Sirs,

We have pleasure in enclosing herswith our cheque for

£1-00 in respect of: Annual Tee.

Yours faithfully,

FI SN

Accounts Department

Wes & 1973

e, .= Tl Registeraed in England (No. 285933) Registered Office 22 Henrietta Street, London WC2E 8NB



2lth December, 1975,

Dear Sirs,
Thank you for your letter SM/MR/1536L of 25th September, 1975.

I enclose the official receipt for the licence fee of £1 for
the year ending 19th September, 1976.

Yours faithfully,

[LFIN TAL SECRETARY

Accounts Department,
Alginate Industries Limited,
22 Henrietta Street,

London WCZE 8NB,

England,

JT



./29/2¢c Alginate Tndustries Limited (Memo 76/75)

16.8,1 Honourable Members noted Memorandum No. 76/75 which gave a
precis of the content of the licence governing the activities of
Alzinate Industries Limited in the Colony, and which had been
requested at Meeting 10/75 (Minute 12.6)

9.2. It was recognised that the Shackleton Economic Survey
would be making a careful eppraisal of the kelp industry and that
a decision might have to be taken with regard to the licence given
to Alginate Industries Iimited on receipt of the Survey's Report,

-

CLERK _OF C(UICIL
I




t Ref: cou/zg/z

T

Dear Sir,

I cannot trace any record here of the minimum sum payable under

Colonial Treasury,

Stanley,

FALKLAND ISLANDS.

28th April,

clouse 5 (a) of the kelp liccnce dated 20th Sepienber, 1972
for the year ending 3ist Deceuwber, 1975.

The minimum sum for 1974 was received under cover of your

LGJ/PAB of 21st January, 1975.

I should be grsteful if you would investipats the mattier,

DeG. Jones, isqe,
Secretary,

Alginate Industries Ltd.,
22 Henrietta Street,

LONDON YC2E 8NB.

cc: The Chief Sceretary,
STIGILEY.

HTR/IML

Yours faithfully,

financial Secretary

1976.




(3
o AUGINATE INDUSTRIES

e bt (i 22, HENRIETTA STREET, LONDGON, WC2E 8NB e
R. R. MERTON "\ Managing
THE HON. M. H. C. PERY/ Diractors
R.CAMPBELL-PRESTON, O.B.E, M.C.

TELEGRAMS
“ALGINATES

- L. BANKES LONDON. w C 2"

. L. G. GRIFFITH - JONES
. T. BLOOD CABLES
:- “ALGINATES, LONDON, w.C.2"

TELEX:@ 23815.

dERLANGER
- YORKE

“=nomo

Our Ref: DGJ/pab
Your Ref: COM/29/2 11th May 1976

Financial Secretary,
Colonial Treasury,
Stanley,

Falkland Islands.

Dear Sir,
Kelp Licence ~ 20th September 1972

I thank you for your letter of April 18th, and I enclose a cheque for
£2,500 being the minimum payment for the calendar year 1975 under
clause 5 (a) of the Licence Agreement.

I apologise for not having sent this remittance earlier, but I was
expecting a debit note to be rendered to the Company for the amount
due. However, I have now made a diary note for Jannary 1977 which
I hope will ensure prompt payment for the calendar year 1976.

Yours faithfully,
For and on behalf of
ATLGINATE INDUSTRIES LIMITED

D.G. Jones,
Secretary.

g

1958 & 1673

s KA B DUTIEY

Reglstered in England {No. 285993) Ragistarad Office 22 Henriatta Streat, London WC2E BNB



. coM/29/2

Dear Sir,

Help Licencg ~ 20th September, 1972

Thank you for your letter of 11th May, 1676 which I :received
on the 30th June, 1976,

I enclose the official xeceipt for the remittance of £25Q0,

Yours faithfully,

Finencizl Secretary

D,G, Jones, Esq.,
Secretary,

Alginate Industries Ltd.,
22, Henrieita Strect,
LCIDOH, _ it OTe /)
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Previous refs: Minute 17 of 8.1.75
Mémo 76/75; Minute 12.6 of 10/75
Memo INF 2/75: Minute 9 of 2/7L
Memo 5/7L

DRAFT EXC® MEMO

ALGINATE INDUSTRIES LIMITED

At a recent meeting of Joint Councils it was emphasised that
action should be taken at the earliest opportunity to increare the
penalties for non-compliance with the licence issued to AIL. At that
meeting it was noted that the legal position was held until
21 September 1978, but that thereafter the exclusivity of the licence

could be in jeopardy.

2. Summarised the position is:
(i) an agreement dated 20 September 1972 provides for AIL
to apply for an exclusive licence to harvest kelp in
specified parts of the Colony's waters (concession areas).
It protects them from competition by giving them the right
to first acceptance for exclusive licences in any of the
Colony's waters. It also covers such things as drawing

water from the Murrell River and way-leaves.

(ii) A licence dated 20 September 1972 gives AIL exclusive rights

to a prescribed concession area.

(iii) Clause 4(b) of the licence allows the Governor to rewoke
the licence if ATL fail to achieve an annual average
production of 4,000 tonnes DMK in the two years ending
21 September 1979.

(iv) Similarly if ATL fail to achieve an annual average pro-
nlrl
duction of 8,000 tons during the two years ending
21 September 1984

(v) The cost of the licences are £1 annually. and in addition
ATL pay rowalties calculated at £1,90 per tonne from 197k,

with a minimum payment of £2,500 a year.

(vi) From 21 September 1977 the minimum royalties are £7,600
the equivalent of 4,000 tonnes annual production. During
this time they must also give an earnest of investing

£2 million in the enterprise in the colony.

(vii) kfkexx These fees are fixed until 21.9.79. After this
time the fees are adjusted in relation to the UK wholesale

price index.

(viii) The right of Government to revoke the licence is limited by
a letter dated 2 November 1973 which specifies that shoulg
ATL fail to achieve during the two consecutive years ending
21 September 1979 an average annual production of 4,000 tonnes

Government would not exercise its right to revoke the



licence provided:
a) AIL is actively pursuing the activity of harvesting
and processing of kelp;
b) the company has, during those years, spent £2 million
on production ete in the Colony; and

c) the enhanced royalty of £7,600 per annum is paid.

Ha In view of Government's concern it would now seem appropriate

to write to AIL that Government proposes to enforece strictly the
terms of the licence and letter, and will look to the company tc give
concrete evidence of its intentions during the two years commencing

21 September 1977.

L. It would also seem appropriate to seek legal advice whether the
terms of the licence and letter require Government to wait until
21.9.79 before enforcing revocation, and whether Government may notify
ATL of its firm intention to impose more stringent conditions if

ATL seek to renew or extend their licence.
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138/1 2 March 1977

D & P Hall Esq MBE
Latin America Department
FCC

London SWi

ALGINATE INDUSTRIES LTID
1% In view of the recent flurry of publicity about
Alginate Indusiries Ltd and their role in the Falklands,

T have put together the attached note for the
Depariment!s information.

G J & Slater

cc: British Embassy, BURNOS ATIRES.
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ALGINATE INDUSTRIES LTD'S ACTIVITIES IN THE FALKLANDS

1. . Under an agreement and licence made and issued on 20
September 1972, Alginate Industries Ltd (AIL) were granted
an exclusive right to process and export kelp within a
prescribed concession area in the Falklands for an annual
licence fee of £1,. The licence further obliged AXl, in the
five years from September 1974 to pay £1.90 for each tonne
of dried and milled kelp (DMK) produced, with a minimum
annual payment of £2,500., Clause h(b) of the licence
stipulated that the Govermor could revoke the exclusive
rights if ATL failed to produce an annual average of less
than 4,000 tonnes of DMK in the years ending 21 September
1978 and 1979, or an annual average production of 8,000
tomnes in the years ending on that same date in 1983 and 1984,

2. Under the terms of a letter dated 2 November 1973 from
the then-Governor to AL, Clause 4(b) was amended so taat the
firm could ve deprived of their ezslusive licence only if the
Governor comsidered they were not actively pursuing the
harvesting of kelp and, in the sixih and seventh vears

(1978 and 1979), failed to spend at least £2 million on
construction, plant and equiprent im the Colony. This same
letter provided that from 21 September 1977 AIL would have

to pay the royalty which would have been due had their
preduction stood at 4,000 tonnes a year, i.e. £7,600 a year,

3. To sum up the financial side, AIL has been paying £1

a year licence fee since September 1972 and, in the absence:
of production, the £2,500 minimum royalty a year since 1974,
and now face the prospect of paying the F I Government £7,600
anmually from 21 September this year, Should the Company
remain inactive they could lose their exclusive licence on or
after 21 September 1978, or, more likely, face demands from
the F I Govermment for a heavier price fcr the extension of
the. . concession. :

Some Developments ' g

L, In 1974 the consultants Humphreys & Glasgow advised AIL
that the capital cost of a Falklands plant to produce calcium
alginates would call for investment of about £7% million,
excluding working capital. AJL consequently -reverted to their -
original and more modest plan to produce DMK in- the Falklands:
for processing in Scotland. AIL have never concealed their.
intention of using all the seaweed available in the northern
hemisphere before embarking on a project in the Falklands,
which (4n 1974) they suggested might get under way in about
three years. . . : ' ¢

5. In November 1974 Mr R R Merton, a Managing Director of

AT]L,, suggested that the firm would in this intervening period .
establish whether the world would be prepared to pay the
considerable extra cost of augmenting the supply of alginates

by the use of expensive Falkland Islands kelp. On 17 July 1975
Mr Merton wrote to the Govermor to say that AIL had concluded
their researeh and development programme but that, in view of
the uncertain future of the Islands arising from the sovereignty
claim, coubled'with the world slump, "we shall not be proceeding
in the Falkland Islands to our next development stage of the
pPre-production plant for the time being". Therefore AIL's

small eatablistment in Stanley would be closed down with only

a part-time caretaker (Mr D F Gooch).left in charge..

/6.



6. On 23 September 1975 an AIL statement issued in Stanley
spoke of "mounting political uncertainty", put their total
expenditure ir the Falklands since 1970 at £156,800, stated
that the cost of setting up a segweed supply base in the
Falklands on the minimuim economic scale would be at least
£3% million excluding working capital, and claimed it would
be impossible for any independent operator unconnected with
the alginate industry to produce economically in the
Falklands.

i On 4 February this vear, two days after Mr Ted Rowlands!'
proposed visiit to the Falklands was announced in the House

of Commong, Mr Merton issued a statement which wzs markedly
more optimistic than its predecesgsors about the prospects

for AIL in the Falklands., It spoke of a turnover of
£6,500,000 a year = or even £25 million a year - from the
production here of calcium alginate, But the statement ruled
out co-operation with Argentina in vthis field and added that
no alginate development could take piace without the extension
of the Cape Pembroke airnort.

2.
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138/1 3 March 1977

D G F Hall Esgq MBE
Latin America Department
FCC

London SW1 N
Gooin C 5

ALGINATE INDUSTRIES LTD {AIL)

1. I have been told here that ECGD some time back agreed
to provide cover for AIL's long-awvaited kelp project in

the Falklands, bDubt I have not been able to trace any papers
and was beginning to wonder if people were confusing that
with the 1973 application by ATL for concessionary finance
(up to £2.5 millicn) frow the Coummonwealih Development
Coiporation, I notice, howeverxr, that in a (unreferenced)
letter of 31 July 1975 to Neville I'remch you mention FFCO
support for an AIL "investment study" in terms of the
Overseas investment and export Guaranitees act of 1572,
Would youxr Registry be able to hielp us itrace whkether LECGD
didé in faci offer cover and, if so, on what teims? We
would of course be particulariy interested ii any such
cover oxtended to political risks - as you will know, LCGD
have been covering some of these risks for the past 5 years

oY s0.
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conM/29/2 Chief Secretary's Office
Stanley
‘ Falkland Islands
16 March 1977
F G Cooke Esq
2 Wilberforce Road
Cambridge CBJ3 OEQ
e~ I attach as an anmnexure to this letter a precis of the
agreements and letters governing Alginate Industries'
operations in our waters. TI also attach for ease of
et reference the ogiginﬁls of the Agreement and Licence and /bLoﬁﬁhﬁ

a copy of the letter of 2 November 1973.

2., If I have interpreted the agreements correctly, AIL
have to give an earnest of their intentions during the

two years following 21 September 1977 and invest £2 million
in local construction. They also become liable for
royalties of £7,600 per annum.

3. The lack of activity shown by ATL and the several
excuses the Company has aduced for this inadtivity has
caused a sense of exasperation which culminated in
councillors telling the Minister of State recently that
they intended to enforce the Agreement and Licence as
strictly as possible. They also asked me to enquire how
Government could bring pressure to bear on the Company
at the earliest possible moment, hopefully to put as
short a term as possible tothe execlusivity aspect of
&heir operations,

L, My lay interpretation would be that we would probably
have to wait until 20 September 1979 before taking action,
although you may be able to advise that we could write

to the Company in advance expressing our intention to be
as strict as possible.

5. Perhaps you will be kind enough to loock at the enclosed
documents and gété¢me an opinion,

A J P Monk
Chief Secretary
Encls,
m,
BIGS:

I also attach copy of a recent letter which
amplifies the situation,

CONFIDENTIAL
Sy, - Lo, oy Eo ln
Feol alley nlingn
— it
Y Coliqre
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CONFIDENTIAL —~-@

No 10/77

Previous refs: Minute 17 of 8.1.75
Memo 76/75; Minute 12.6 of 10/75
Memo INF 2/75; Minute 9 of 2/7L
lieme 5/7h

ALGINATE INDUSTRIES LIMITID

At 2 recent meeting of Joint Councils it was emphasised that
action should be taken at the earliest opportunity to increase the penal-
ties for non-compliance with the 1licence issued to AIL. At that meeting
it wasc noted that the legal position was held until 21 September 1978,
but that thercafter the exclusivity of the licence could be in jeopardy.

2. Sumnarised the position is:
(i) an agreement dated 20 September 1972 provides for AIL to

apij:E%r an exclusive licence to harvest kelp in speci-
fied parts of the Colony's waters (concession areas). It
protects them from competition by giving them the right to
first acceptance for exclusive licences in any of the
Colony's waters. It alsc covers such things as drawing

water from the Murrell River and way-leaves.

ii) A licence dated 20 September 1972 gives ATL exclusive rights
e g g
to a prescribed concession area,

{(iii) Clause L4(b) of the licence allows the Governor to revoke
the licence if AIL fail to achieve an annual average pro-—
duction of 4,000 tonnes DMK in the two years ending
21 Septermber 1979.

(iv) Similarly if AIL fail to achieve an annual average pro-
duction of 8,000 tonnes during the two years ending
21 September 198L.

(v) The cost of the licences are £1 annually and in addition
ATL pay royalties calculated at £1.90 per tonne from 1974,
with a minimum payment of £2,500 a year.

(vi) From 21 September 1977 the minimum royalties are £7,600,
the equivalent of 4,000 tonnes annual production., During
this time they must also give an earnest of investing

£2 million in the enterprise in the Golony.

(vii) These fees are fixed until 21.9.79. After this time the
feas are adjusted in relation to the UK wholesale price index.

(viii) The right of Government to revoke the licence is limited by
a letter dated 2 November 1973 which specifies that, should
ATL fail to achieve during the two consecutive years ending
21 September 1979 an average annual production of 4,000 tonnes,
Government would not exercise its right to revoke the licence
provided:

/e)
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a) ATL is actively pursuing the activity of harvesting and
processing of kelp;

b) the company has, during those years, spent £2 million
on production etc in the Colony; and

¢) the enhanced royalty of £7,600 per annum is paid.

3. In view of Government's concern it would now seem appropriate to
write to ATL that Government proposes to enfarse strictly the terms of
the licence and letter, and will look to the company to give concrete
evidenoce of its intentions during the two years commencing 21 September

1977 ]

L. Tt would also seem appropriate to seecik Llegal advice whether the
terms of the lJicence and letter require Government te wait until 21,9.79
before enforcing revocation, and whether Government may notify ATL of
its fira intention to impose more stringent conditions if ATL seek to
renew or extend their licence,

Secretariat
Stanley

1) March 1977

File ref: COM/29/2
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com/29/2

2/77

24,

24 .1

24.2

Mginte Industries Ltd. (Memo 10/77)
Council was advised that the Administratlon wms secking
legal advice on the strict enforcement of the conditions
of the licence issued to Alginate Industries Ltd. and

the possible revocation of the licence if the operations
of the company in the Colony do not reach the prescribed
level in the two years onding on 21st September 1979.

Council confirwed its intention to impose more stringent
conditions if AIL seek to rencw or extend its licence.

_ﬁ‘m@mﬁf
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Reference.....cocevvuvrrvneneiiinnes N ‘Q(

e
Mr R R Mgrton Esq., (Managing Director, Alginate Ind. Ltd.
22 Henrietta Street, London WC 2L,
ENEB. )

HARVESTING AND PROCESSING OF KELP IN THE COLONY.

Dear Sir,

I am directed to write to you regarding the issue

to your Company in 1972 of a licence granting exclusive
rights in a concession area in the Colony to actively
pursue the operation of harvesting and processing of
Kelp. This Government is to date disappointed with the
failure of your Company to pursue the undertaking and
purpcse of the licence granted and trusts that a more
meaningful approach will be made by your Company during
the crucilal years 21 September 1977 to September 1979
to bring into being the intent of the licence granted.

Yours faithfully

Chief Secretary
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i Cabrtge CB3 o= &,
Foreign and Commonwealth Office d

London SW1A 2AL (e ﬂ—rm,'f.'. IR as

Telephone 01- /\

The Honourable Your referente Lw

Arthur Monk l\ 5 e

Chief Secretary Our reference

Stanley 3

Falkland Islands ate

South Atlantic 5 March 1977

ALGINATE LICENCE
Dear LE

Thank you for your letter and enclosures of the 16 March 1977.
Herewith my opinion.

bl The Governor of the Falkland Island (hereafter called the Governor)
under authority given him entered into an agreement with Alginate
Industries Ltd, whose registered office is alt 22 Hemrietta Street.
London WC 2E 8NB (hereafter called the Company) whereby he the Governor
agreed and issued a licence to the Company giving them exclusive rights
to harvest process and export kelp for sale within a concession area
subject to the payment of a licence fee of £1 and farther fees to he
paid in consideration of the licence granted i.e. £1.90 for each metric
ton processed with & minimum fee per annum for first five years of
£2,500 and thereafter minimum fee of £7,500 with fee increased to £2.10
should production in the initisl veriod of 5 years exceed 8,000 metric
tons. Thereafter at beginning of each period of 5 years fee to be
agreed.

2. Under original clause 4,Licence was exclusive to the Company in
the concession area but the Governor reserved the right on six months .
notice to revoke the exclusivity of the licence if Company failed to
achieve in years 20 September 1877 to 20 September 1979 to produce
average production per annum of 4,000 metric tons of dried milled Kelp.
Same applies if they failed between 20 September 1979 to 20 September
1981 to produce 8,000 metric tons. This clause was amended in 1973
whereby it was agreed between the parties that if the Company did not
produce the necessary tonnage between the years - 20 September ASPVEREG
20 September 1979 the Governor would not exgercise the right granted %o
him under clause 4(u) of the licence re Company's exclusivity provided
the Governor is satisfied at the end of the said two years that Company
is actively, pursuing the operation of harvesting and processing of Kelp
in the Colony; that the Company has at the end of those two years 3

/incurred



incurred expenditure of at least £2 million on construction, plant and
equipment in the Colony and finally, the Company toc pay from 20 September
1977 a minimum royalty of £7,600 i.e. fee for 4,000 metric tons
processed.

De In my opinion, provided the Company pay the royalty of £2,500 per
annum up to 20 September 1977 and thereafter annually £7,500 up to
20 September 1979 the Governor can not begin to give consideration to
revoking the exclusivity of the licence until the 20 September 1972 when
he will have to consider
(a) did the Company actively pursue operations etc., and
(b) did the Company spend at least £2 million on construction etc.,
If the Company did not spend at least £2 million then the Governor
could act but he would, of course, give due consideration to the question
whether the Company had been actively pursuing the operation of harvesting
and processing of Kelp during the two years, before reaching a final
decision. However such a matter would have to be decided at the 20
Sentember 1979 and not before.
Answering your queries therefore-
1. The Company do not have to give earnest of there intentions
between 20 Sept 1977 to 20 Sept 1979.
2. The Company have to have invested at least £2 million by
20 September 1979 only.
%. The Company become liable for £7,600 royalty per annum
from 21 September 1977.
The attached letter could be sent to The Company, if you agree contents.

M' M{ .
Frederick G. Cooke
Legal Adviser.
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ALGINATT INDUSTRIES LTD

Following Council's advice on 15 Iarck 1977 a2 legal opinion

on the stricter enforcement of the conditions of the igreement
and Licence issued to Alginate Industries Ltd was sought

from Mr ® G Cooke, Government's legal adviser.

2. Summarised his advice is zs follows!

"In ny opinion, provided tke Lompany pay the royalty
of £2,500 per annum up to 20 Sepntesber 1977 and
thercafter annually £7,500 up to 20 Septenber 1979
the Governor camnmot begin to give consideration to
revoking the exclusivity of the licence until the
20 September 1979 when ke will have to consider

(a) did the Company actively pursue owverations,ete.,and
(b} did the Company spend at least £2 million on
cons truction etec.,

If the Company did not spend =t lecast £2 million then
tke Governor could act but he would, of course, give
due consideration to the guestion whether tke Co-pany
had been actively nursuving the operation of harvesting
and processing of Xelp during the two years, before
reaching a final decision, Fowever such a matter would
have to be decided a2t the 20 Septenber 1979 and not
before.

Inswering your queries therefore -

{1) The Company do not have to give earnest of their
intentions between 20 Sevtesber 1977 and 20 Septesber
READ

(2) The Company have to have invested at least £2
million by 20 September 1979 only.

(3) The Company become liable for £7,600 royalty
per annum from 21 Septenber 1977."

3. The Legal Adviser proposes that Govermment should write
to the Company in the form below:

"HEARVESTING AND PROCESSING OF KXELP IN TIZ COLONY

I am directed to write to you regarding the issue to
your Company in 1972 of a licence granting exclusive
rights in a concession area in the Colony to actively
pursue the operation of harvesting and processing of
Kelp. This Government is to date disappointed with the
failure of your Company ¥o0 pursue the umdertaking and

/purpose of




No. 21/77
Page 2

"purpose of the licence granted and trusts that

a more meaningfuvl approachk will ke nade by

your Company Jduring the crucial yeara 21 September
1977 to Septerber 1979 to bring into being the
intent of the 1li~cnce granced."

4, Council wili now wish to advise on the tizming -~ that
this warning lietter should igsve now or nearer the beginning
of *hec crucial period,

The Secietariat,
Stanley.

29 Lpril 1977,

Filc Re®: COM/29/2
Vol, 2
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ALGINATE INDUSTRIEZS LIMITSED

Tollowing Council's adviece on 15 Marekr 1077 a legal

orinion on the stricter enfoicement of the conditions

of the Agreement and Licence issued to A~ T~ 1. was

sought from Mr ¥ G Cookz, Goverament's Legal Adviser,

2, Summarised his advice is5s as follows:

(para 3 on folio 55)

2. Tre Legal Adviser proposes thot Government should

write to the Company in the form below:

(651\)

", Coumncil will now wislh tc advise on the timing

PSS

that this warning letter should issue now or nearer

the beginning of the crucial period.

File Ref: CQM/29/2
Vol 2

J
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ALGINATE INDUSTRIES LD (AIL)

1% You will recall David Hall's regent letter tc you of 1 June
about the deecision of AIL to abandon thelr exclusive licence to
harvest kelp in the ¥allklands. This canie up in our Logislotive
Council yesterday in reply to a questien znd you will see from

g the attached news report of the proceedings that Councillors
were anything but impressed by AlL's suggestion that they continue
the present payment of £2,500 a year in returm feor a continuing
non—-exclusive licence.

2. Ve can take it that ATIL kave lost their interest in Falkland's
kelp for the ncar future. We have recently written off asking

for names of other kelp firms around the World., It would however
be even more helpful to have ODM's views on what might be possible
in the way of development of kelp rescurces hers.

G J A Sleater

cc.
M Iiickson Laq,
SamD, FCO
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I have received word from more than one source that
there are those in the Falkland Islands who consider that
Alginate Industries is behaving in a somewhat "dog in the
manger'" manner over its seaweed rights. As this is the
kind of criticism to which we are sensitive I am anxious to
put the matter right, but perhaps it would be as well first
to give you a short history of ocur interest in the Falkland
and its seaweed.

I myself was sent out shcortly after the end cf the war,
having been given the task of carrying out a survey of world
seaweed resources and having "discovered" the Falklands as a
potential source of seaweed from a study of Admiralty charts.

At that time I was a junior executive in no sense
responsible for deciding whether such a survey was necessary,
and in retrospect it certainiy was not required at that time.
Hence criticism that cn that occaslon we raised hopes at least
a quarter of a century ahead of time is perfectly justifiable.

When, however, nearly twenty years later it was decided
to resume ocur interest we were most careful to explain that we
had no fixed time scale and that the matter was far from
immediate from the point of view of full scale implementation.

In due course Lord Chalfont was sent to the Falkland
Islands by Mr. Wilson, then Prime Minister, with instructions
if possible to persuade the Falkland Islanders to opt for
becoming Argentinians, and it was at that time we disclosed to
the world the fact that there existed around the Falklands a
very considerable potential supply of seaweed which would one
day be of great value.

Registorod In England (No. 285893) Rogleterod Qfflce 22 Honrlottn Straot, London WC2E 8NB
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There followed a period of negotiaticn, as a result of which
we were granted an exclusive licence over the Eastern seaboard,
and following which we carried out exploratory work, the cost
of which amounted eventually to around £150,000.

Returning to the licence and Agreement I should say that
the one point of contention throughout the negotiations arose
from the fact that those with whom we were negotiating were only
really interested in immediate activity whereas throughout we
stressed that our interest was not immediate. It was extremely
difficult, we explained, to forecast when the world alginate

.industry would run out of supplies of seaweed from cheaper
sources and we should be forced to cperate in the Falklands,
which would inevitably prove more expensive.

Throughout the early stages the intention was to do what
we have done elsewhere, namely to collect, wash, dry and mill
the seaweed and then to transport it to our factories in Scotland,
and it was only when the price of oil rocketed that it became
evident that the only eccnomic method of using Falkland Islands
seaweed would be to manufacture alginates on the spot. We
therefore set about devising an entirely new process so as to
enable us to do this and as a result we have such a process in
operation in Scotland today. It has taken at least five years
tc develop and it is unigue.

The effect of this was, however, toc increase to a very
great extent the capital expenditure which would be involved
and to increase the importance of communications; and it is
largely because both the plant and personnel involved in
alginate manufacture are sophisticated that we have pressed
for the extension of the airport, so as to enable us to fly in
both at short notice.

We have, throughout made it clear to all concerned that
there is no question of our raising from the public and expending
the sum of around &£13 million, or thereabouts, necessary to
establish an alginate industry in the Falklands unless and until

l. the world supply and demand position with regard
to alginates justifies the project.

2. the sovereignty question has been satisfactorily
resolved or, if not, any investment made by us has
been underwritten by an express government guarantee
or by E.C.G.D.

continued....
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With regard to the first of these conditions I am sure
everyone is aware that the world is in the throes, if not of a
slump, of a recession, and all forecasts made on the basis of
extrapolating from the years prior to 1975 have been shown to
have been over optimistic.

Meantime in the light of events affecting the sovereignty
issue we have redoubled our efforts to "squeeze the lemon”
represented by our existing sources and scour the world for
additional sources.

In this we have been resonably successful inasmuch as
we now obtain seaweed not only from Scotland and Ireland but
also from Scuth Africa, Norway, Iceland, King Island in the
Bass Strait, Chile, not to mention experimental quantities
of Macrocystis from the Argentine. The last mentioned enable
us to carry out experiments at our factories in Scotland using
the same type of weed as grows in the Falklands.

Forecasting the future of world trade is difficult for even
the most seasoned eccnomists. We have, moreover, to gauge the
effect of the immense amount of scientific investigation which
we ourselves carry out in order to devise new applications for
our products, and hence to increase the demand for alginates;
and these are the factors which will determine when the moment
is likely to arrive when it will be necessary to make use of
Falkland Islands seaweed if the world supply of alginates is to
be further increased.

It is against this background that our licence and
agreement have to be considered. So far we have contributed
the sum of £2,500 per annum since September, 1972 and in
September cf this year this fiqure is due to rise, if we are
to retain our exclusive licence, to £7,500 per annum. It
will, moreover, be necessary for us to spend the sum of &£2 million
during the next two years following September 1577 if our
exclusive licence is to extent into the 80's.

Of this I can see no possible chance.

The reasons are on the one hand doubts about the time
scale of demand for alginates linked as it is to major questions
of world trade which in turn depend upon such factors as the
price of oil.

On the other hand the question of severiegnty and the
likelihood of a satisfactory solution to it is perhaps now at a
lower ebb than for some considerable time.

A 1ittle earlier Lord Shackleton's mk sion and his

optimiisEialt e
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optimistic assessment of the Islands' future gave us very
considerable hope. These hopes were however dashed to the
ground by our Government's ill-timed approach to the Argentine
Government, combined with parliamentary statements in which
extracts from Lord Shackleton's report were gquoted out of
context by the highegt officers of the Crown. Can you wonder
that in these circumstances an additional reason for our
requirement that the airport should be extended is that we wish
to see some sign of a reversal of the Government policy over the
past decade during which step after step has been taken to twist
the Falkland TIslander's arm, and force him to abandon his

desire to remain British?z

And now, to come toc the point, we find ourselves
criticised for being "dogs in the manger".

There is a simple andwer to this charge.

We will abandon our exclusive licence as from September
of this year and thus leave you free to invite all and sundry to
take our place.

We still believe however that one day, whenever that
.may be, the interests of the Islanders will require the British
Government to assist in developing the resources under British
rule and that we shall then want to put our plans in the
Falklands into operation. We are therefore prepared, if you so
wish, to continue to contribute &2,500 a year towards the
colony, but in return for a non-exclusive licence the terms of
which would, in other respects, be the same as hitherto.

I cannot believe that anycone would regard such a non-
exclusive licence as more than our due in view of the wvast amount
of time, effort, and money that we have put into discovering,
surveying and proving the seaweed resources of the Islands.

We are moreover the leading alginate manufacturers in
the world, as well as being the only alginate manufacturers
with a process developed over five years for manufacturing
alginates in the Islands.

I am afraid that this letter is overlong and represents
merely a re-statement of what we have said many times before.
I hope you will forgive this and at the same time I shall hope
to hear from you when you have had time to consider our proposal.

(D p
S ¢

J.R.W.Parker Esg., 0.B.E., % et

H.E. The Governor of the Falkland Islands, A (: { hﬂ«
Government House, ‘L i S
Port Stanley,
Falkland Islands.
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Mrs Mary Rosser

Latin America Department Our reference

ODM

Eland House Date 1 June 1977
Stag Place

ATGTINATE INDUSTRIES LTD (AIL)

1. T enclose a.copy of a letter from Ralph Merton (Managing Director of AIL) to
Jim Parker. This morning I disscumal # with Merton on the telephone. I expect
that, in due course, Jim will seek your, and our, advice as to how he should
respond.

2. You will note that the conclusion of Merton's letter is that AIL cannot see
their way to spending £2 million during the two years following next September in
order to maintain the exclusivity of their licence. But the company are willing
to continue their present contribution of £2,500 to Colony funds in return for

a non-exclusive licence, the terms of which, in ~other respects, would be the same
as those of the existing licence.

3. You will see that ALL have modified their condition that the sovereignty
dispute should be settled satisfactorily before their operations go ahead. AIl's
concept of a settlement has been a withdrawal of the Argentine sovereignty claim.
But they now realise that this would be highly improbable.and Merton told me that,
in his view, the sovereignty dispute would never be settled. It now seems that AIL
are not so dependent on Falklands kelp to maintain their alginates output (they
have found considerable resources of kelp around King Island in the Bass Strait),
and that the expenditure required to bring the Falklands project into coperation
¢ould not at present be justified.

4. AIL are the leading performers in their field, and they may feel confident
that their competitors will have little interest in a remote and expensive
Falklands operation, which would call for the application of specialised expertise.
One thing is certain, and that is that AIL are very unlikely to entertain any form
of co-operation with the Argentines; according to Merton, his company have had
disappointing business relations with the Argentims in the past.

5. When advising Jim Parker, you will no doubt wish to bear in mind Lord Shackletor
recommendations about the matter. He recommended that FIG should consider a study
of kelp resources as a guide to future negotiations with AIL, or another company,
about the form of a licence, and that they should secure the appointment of a

/research
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officer to study the ecology of kelp. But with respect, it is likely that AIL
have already carried out exhaustive studies of their own.

6. Personally, I am disappointed at this turn of events. AIL's plans, if
brought to fruition, could have benefited the Islanders, without any major
disruption of the environment. Subject te Jim's (to whom I am copying this
detter) views, I wonder if it would be possible to produce a scheme under which
ATL could find it possible to go ahead - albeit on a reduced scale.

-
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DG F Hall
South America Department

Encl

cc: HE Mr J R W Parker OBRL
Governor and Commander-in-Chief
FALKLAND ISLANDS
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ALGINATE IRDUSTRIES LTD (AiL)

1, Yeu will recall David Hall's ssssmé letter to you of 1 Jume/ 7 )
about the denrision of AIL to abandon their exclusive licence ¢ =
bkarvact keip in the Falklands, This ceme up in our Legislative

& Counedl yemterdoy in reply te¢ a nuestion and you will see from

Y 4 ths atiached nows report of the proasedings that Councillors

were anything but impressed by ATl 's suggestion that they continue
the rproaent payment of L£2,%00 & year in return for a contimiing
non-exclusive licence,

, Z, We can take it that AXL have lost their interest in Falkleond's
2 kelp for ths near future, We have recertly written off asking

for nunes of other kelp Jirms arcund ths ¥orld., 1t would hovever
bo even more halpful to haove ODM's views on whet might Le pomcible
in the vay of development of kelp rascurces here, ;

C J & Slator

ot.
M Hickecon Zaq, :
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A pinede Bitlries Linited
22 PFenrietta Street

London “C25 8NB

{ Yy
“hank you for your letter of 26 Hay which pre-ocoupation with 2
rathayr lensthy Legislutive Council has provented ne from
answering earlier.

Your Company's deeision to seck surrender of the exclusive nature
of your licence has been put to Council anid has, not unexpectedly,
bheen reccaved with diemey. The probleme of raising capitel in
the present difficult times is f:1ly understood but there is 2
genersl bellef that potenticl investors couldé have best helped
and suprorted us by investment which indicated e sizilar reselve
to that shown by the governsent a2nd people of the Jolony during
reesnt monthe in whioch there ic a notebly changed air of confi-
denece in, ané enthusiasn for, purposcful fevelopment.

This Governrent 2oce not share your pessimisiic view of the fubure,
and 28 an ecraest of i%s intention hos, during the recent buiget
sesolon, vobed the lergest contribution sver to its developasnt
fund, @0 are also pregsing asheed nost vigorously,with the co-
oporaticn of the Foreign and Cfomwonwealth Uffice and the Winigtry
of Overseas levelopment, for csrly studies into several develop-
ment projects For which we have high nopes. Ue should not be
doing this if we 2id not believe in our [uturs,

It 1s our hore that you con reconsider your pociticn an? decide
that rether then abandon your execlusive licence wou should retain
it and make an esarly start orn investient. s have, as you eclmoir=
ledge, the largest known kelp deposits in the world and there zust
cbviously be 2 tive in the net foo distant future when its axploi-
tation will tecenme infranerginel. e ecrnestly hope that this will
be developed by a British company. Lefore rrou finzily deside you
will, ¥ an sure, wish to take into account the not inconsiderable
amount oi mssistance givan by govoerzuent fo your compeny over the

¥ears in onc way and znother.

There exists betvean us, I believe, sufficient mutual regard for
each other's position to wmake it essentisl that such a major step
ag you eontozplste should be weighad most earefully before it is
decided irrevooably.

4 B W Parker
OVISNOR

¢c M EHickson Esq S an Pept FCO
Mirs M Rosser Lip opy (not shovn on original)
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Llminate Industries Linited (Memo 21/77)

Council considered the issue of a letter to Alginate Industries
Ltd, expressing Governnent's disappointment at the Company's
lack of activity in the harvesting and processing of kelp in
the Colony and expressing the hope that a nore ncaningful
approach would be nade in the crueciel years 1977 to 1979.

Council adviscd that the issuc of the lettor should be delayed

for the tinc being, Heanwhile Governncont sheould exanine the
possibility of interesting other internntional corpanics in
harvesting keoln outgide the cielusive LIL concessionary arons

and possibly, after 1979, in ccrtain circumstances, throughout the
waters of the Colony,




._Emmcr FROM MINUTES OF EXECUTIVE COUNCIL MEETING NO. 5/77 HELD ON TUESDAY 14TH JUNE 1977 A

M/29/2 2.  hlginate Industries Limited {(4/77 - 7)
VOL I 3

2.1 His Excellency told Honourable Members that he had
577 recently received a letter from Alginate Industries Limited
which made it clear that there was no prospect of that
Company developing the Colony's kelp resources in the
foreseeable future.

2.2 The Company cited the recession in world trade and the
sovereignty question as well as supply and demand factors
as the reasons militating against the considerable invest-
ment necessary to establish an alginate industry in the
Falkland Islands at the present time; or in the foresee-
able future.

2.3 Alginate Industries could see no possible chance of the
investment, required under the terms of their exclusive
licence and agreement, of £2 million during the two years
beginning September 1977, and they also noted that the
fee for the ezclusive licence is due to rise from £2500
per annum to £7500 in September of this year.

2.4 To avoid the accusation of being "doge in the manger"
Alginate Industries had offered to abandon their
exclusive licence from September of this year but
indicated their willingness to continue to pay a fee of
£2500 per annun for a non-exclusive licence 'the terms of
which would, in other respects, be the same as hitherto'.

2.5 Councillors were disappointed and surprised, even
shocked, at AIL's apparent change of attitude from public
statements made earlier in the year. They were disin-
clined to accept ATlL's views and advised that the proposals
should not be accepted; further advising that their views
should be comnunicated to AIL 2nd a final effort made to
have the company reconsider its pessimistic view of
investment in the Colony.

<"¢1erk oF-Council

N
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Thank you very much for your letter of the 29th June
in answer to my letter of the 26th May. T

I am both sorry and pleased at the reception accorded
by Council to ocur proposal to surrender the exclusive nature
of our licence, scorry that it should have caused them dismay
and pleased that it demonstrates that they do not share the
view that we are behaving in the "dog in the manger" manner
which was the sole reason for our proposal.

In these circumstances we will certainly reconsider our
position as you suggest, even though it is most unlikely that
we shall have spent the &2 million necessary to ensure that

: our exclusive licence is extended into the 80's without
| Rur thleiz in ame b s
\

: So far as my personal opinion is concerned, I repeat

' that I am confident that in the absence of any sovereignty

' guestion we would wish to make use of the seaweed resources
of the Falklands at some point in time, but that it is
extremely difficult to determine when exactly that would be.

continued...

Ty d— e E—— Reglstered In England (No. 2856993) Registered Office 22 Henristta Strest. London WC2E 8NB




J
|
|
|
|
|
|

i o

.
t‘ &

S T

I am, of course, delighted that you do not share the
somewhat pessimistic view expressed by my letter and believed
to be held by so many of the Islanders regarding their future.
Time will doubtless tell in the long run, but the question

is not only what will be the outcome but also how long the
run will be.

In the meantime world trade remains slack and it is
only by our own efforts and initiative that we are going to
be able to move forward breaking new ground through

technological advances. This T am glad tc be able to report
we rontinue to deo.

Léwgé fcc”‘&(“( )

\

ol

ﬂ(tpt/lb'Uﬁ

J.R.W.Parker Esg., O.B.E.,

H.E. The Governcr of the Falkland Islands,
Government House,

Port Stanley,

Falkland Islands.
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TO S AM D- PLEASE PASS TO GOVERNOR

ALGINATE INDUSTRIES LTD(AIL)

1. IN A LETTER DATED 14 JULY, RALPH MERTON (92 HENRIETTA STREET)
COMMENTS ON QUR LETTER OF 29 JUNE WHICH REPORTED THE REACTION

OF LEGCO TO AIL’S DECISION TO RELINQUISH THE EXCLUSIVITY OF

THEIR LICENCE. MERTON SAYS HE 1S:

A. PLEASED, BECAUSE LEGCO’S RESPONSE QUOTE DEMONSTRATES THAT THEY
DO NOT SHARE THE VIEW THAT WE ARE BEHAVING IN THE DOG-|N-THE-
MANGER MANNER WHICH WAS THE SOLE REASON FOR OUR

PROPOSAL UNQUOTE.

B. QUOTE CONFIDENT THAT IN THE ABSENCE OF ANY SOVEREIGNTY QUESTION
WE WOULD WISH TO MAKE USE OF THE SEAWEE%D RESERVES OF THE FALKLANDS
AT SOME POINT IN TIME BUT THAT IT IS EXTREMELY DIFFICULT TO
DETERMINE WHEN EXACTLY THAT WOULD BE UNQUOTE. MERTON ADDS:

QUOTE IN THESE CIRCUMSTANCES WE WILL CERTAINLY RECONSIDER OUR
POSITION AS YOU SUGGEST, EVEN THOUGH IT IS MOST UNLIKELY THAT

WE SHALL HAVE SPENT THE £2 MILLION NECESSARY TO ENSURE THAT

OUR EXCLUSIVE LICENCE 1S EXTENDED INTO THE 8#S WITHOUT FURTHER
NEGOT | ATION UNQUOTE.

3. IF YOU PREFER, | CAN REPLY SUGGESTING THAT HE LET US HAVE
SOMETHING MORE SPECIFIC SOON SO THAT THE ISLANDERS MAY BE
REASSURED ABOUT AIL’S INTENTIONS.

SLATER

NNNN
SENT AT 3¢/1615Z2 GMS
RECD AT 39/16157 JD
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Seft 136/1 9 iuzust 1977

A R Merton fsg

Hanaging Director
Aginate Industrics Lid
22 Yenrietta Strect
Lonrdon C2L N

In the temporary abgense of liis Fxcellengy Sovarmor “ariur
I write to cclmowledge and to think rou waraly for your lsitor
e 1 July.

The letter does however put me in soae diffleulty, I

should have likod to publicise it in full, both 36 counter gardled
scoounts sllsgedly based on othor corles of tho ledtter civoulating
in Stanley and; rmore izportant, to help check tho =cod of eymioism
which szems to pravail st the moment abeut kelp dcvelopment. But
it is difTicult adezuestely to convey ths rziher hopsful end help-
ful undsrdoas of your lstier without =zere in the w3y of supporting
foots,

In this interin preried AIL will doubblese nave progressed
furtror in their thirking zveut the futurs of Falllanlds kelp
devalormert. Could you let us have socwething nere soecific scon
so that the Islanders aay bte roassured abouy 21L's intentlons? I
would ba gled to snsure that the faocts ave nede oo turougheut
the Islands.

G 0 4 Uigtexr

Agt lng CurvoiTiar

(not ca original)
ec ¥ Hickson Esq Shxnl/3C0)
- 4 P o R 1 -~ b
Mrs ¥ Rosser LAT/ODM ) with eopy of Yerton's lséter

. \ P
o - WO Y .J,LJ i i“-L -



_ /o
cii/29/2 ’/
©. H0U/1/6 :

29 August 1977

i?e Yion 1 H C Pery Esg
12ﬁi2ate Industries Ltd
Obénuﬂ?rgﬁ Strect
Scotiagzgvllshire

\b

\
Dear Mr Pory ?ﬁvmhq
Will you please refar i, vour letter of 2nd August addressed
to Mr o2rowiing of my offype —

2. <L

was very plexsed teo note that thore is a chance that

vour Company may require to rewstart operations in Stanley

at fairly short notice. This is indeed welcome news, as wve

had ~ perhaps vwrongly - deduced from a recent letier from

your Chairman thzat the activities of ATL in the Falklands had
been virtually brought to a stop because of the economic climate.

3. In a reply to your Chairman the Governor suggested that
the luteresis of the Colony would bast be served if potential
private investors gave an earnest ¢f thair intentions now
- rather than wait until 21l obstacles had been removed. He
drew attention in this connection to the fact that Government

was giving a lead by meking plans for a really worthwhile
development programme,

k. As you will recall, this Government has, during the
currency of AlL's Licernce and Aoreement pariod, gone to some
lengths in trying %o nccoamodate yovy Companty and ease the
estaplishment of its enterprise., e are stili of this mind
and are now considering the proposal made by vour Chairman

cencorning the Licence period begirning in Jeptewbsr this year.

/5. There is a great

Teply a9




5. There is a great eagerness to see your Company indicate
that it proposes to embark on milling and processing kelp

in the Falklands and it would be imost welcome news if we
could announce that you wish te retain the building against
the day when operaztions will start, sud that you have hopes
that this date will be not too remote. In this circumstance
I fully cppreciate your need to be able to have the building
returned to you at a reasonably short notice and, given

this gituation, it would I am sure go a long way to reassure
us here of your hopes and intentions if ATL, as a gesture of
gondwill, made the hostel available to Government rent-free
on candition that it was returned to you at six months' notice,
This wculd I am sure help cansiderably to allay any criticism
that may arise because the prinecinal kelp srounds of the
Colony have been resorved to your Company for sc long a time
at a fixed fee, depreciating repidily In zeal Terms.

Yours sincerely,

;/,/7;;33

z
///
7

A Jd 2 Monk
Chief Secretary



ALGINATE IHDUSTRIES and THE PALKLAND ISLANDS a7

Extract from a ]ELL frem PQM to the Governor of
the Talkland Is ds. R ey SO

The zollowiny is a sheort history of our inlterest an
the Falkland Islands and its seaweed.

I myself was sent cut shortly after the end of the-
war, having been given the te-k of carrying out a survey
of world seaweed resources ai.. having “discovered" Lie
F=lklands as a po.ential source cf seaweed from a siudy
of the Admiralty charts.

At that time I was a junior executive in nc sense
responsible for deciding whether such a survey was necessary,
and in retrospect it certainly was not reguired at that time.
Hence criticism that on that occasion we raised hopes at least
a quarter of a century ahead of time is perfectly ases iable.

When, however, nearly twenty vears later it was decided
to resume cur interest we were most careful tc explain that
we had no fixed time sczle and that the matter was far from
immediate from the point of view of full scele implementation.

In due course Lord Chalfont was sent to the Falkland
Islands by Mr. Wilson, ther Prime Minister, with instructicns
if possible to persuade thc Falkland Islanders to opt for
becoming Argentinians, and it was at that time we disclosed
to the world the fact that there asxisted around the Falklands
a very considerable potential supply of seaweed which would
one day be o7 great value.

There followed a period of negctiation, as a result of
which we were granted an exclusive licence over the Eastern
seaboard, and following which we carried out exploratory
Jork, uhe cost of which amounted eventuslly fto arcund £150,000.

Returning tn the licence and Agreement I should say
that the one poi-t of contention throughout the negotiations
arose from the fact that those with whom we were negotiating
were ~nly really interested in immediate activity whereas
throughout we stressed that our interest was not immediate.
It was e..tremely difficult, we explained, to forecast when the
world alyinate industry woul3d run out of supplies of seaweed
from cheaper sources and wec -hould be forced to coperate ir
the Falklands, which would inevitably prove ncre expensive.

Throughout the early staces the intention was to do what
we have done elsewhere, nemely tc collect, wash, dry and mill
the seaweed and then to trensport it to our factoriesz in
Scotland, and it was only when the price of 0il rocketed that
it became evident that tle only esconomic methed of using
Falkland Islands scaweed would be to manufactuvre alginates on

the spot/csee



YWe therefore set about devising an entirely nsw process so
as to enable us to do this and as a result we have suc.: a

process in operation in Scotland today. It hes taken at

least five years to develop and it is unigue.

The effect of this was, however, to increase to a very
great extent the capital expenditure which would be involved
and to increase the importancz of communications; «.ad it is
largely because bcch the plant and personnel involvel in
alginate manufacture are sophisticated that we have pressed
for the extension of the airport, so as to enabte us to fly
in both at short notice.

We have, throughout made it clear to all concerned
that there is no question of our raising from the public
and expending the sum of around &£13 million, or there-bouts,
necessary to establish an alginate industry in the Fa.klands
unless and until

l. The world supply and demand position with regard
to alginates justifies the project.

2. The sovereignty cuestion has been satisfactorily
resolved or, if not, any investment made by us has
been underwritten »y an express government guarantee
or by E.C.G.D.

With regard to the first of these conditions I am sure
everyone is saware that the werld is in the theoes, if not of
a slump, of a recession, and all forecasts made on the basis
of extrapolating from the years prior to 1975 have been shovin
to have been over optimistic.

Meantime in the light of events affecting the sovereignty
issue we have redoubled our efforts to "squeeze the lemon?
represented by onr existing sources and scour the world for
additional sources.

Tn this we have been reasonably successful inasmuch as
we now obtain seaweed not only from Scotland and Ireland but
also fror. South Africa, Norway, Iceland, King Island in the
Bass Strait, Chile, not to m~ntion experimental quantities
of Macrocystis from the Argentine. The last mentioned
enable us to carry out experiments at our factories in Scotland
using the same type of weed as grows in the Falklands.

continued...
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Forecasting the future of wozld trade is oifficult for
even the most scasoned economists. We have, moreover, to
Jauge the effect of the immense amount of scientific
investigation wi.ich we ourselves carry out in order to devise
new applications for our products, and hence t¢ increase the
demand for alginates; and these are the factors which will
determine when the moment is likely to arrive when it will be
ne~essary to make use of Falkland Islands seaweed if +he world
suzply of alginates is to be further incre-sed.

It is certain, however, that no immediate st=ps will
be taken to establish an alginate industry in the Falklands.

The reasons are on the one hand doubts about the time
scale of demand for alginates linked as it is to major questions
of world trade which in turn depend upon such factors as the
price of cil.

On the other hand the question of sovereignty and the
likelihood of a satisfactory solution to it is perhaps now
at a lower ebb than for some considerable time.

A little earlier Lord Shackleton's mission and his
optimistic assessment of the Islands' future gave us very
considerable hope. These hopes were however dashe”d to the

. ground by our Government's ill-timed approach to the Argentine

Government, combined with parliamentary statements in which
extracts from Lord Shackleton's report were cucted out of
context by the highest officers of ths Crown. ILE B, bl ol S8 o\s)
that in these circumstances an additional reason for our
requirement that the airport should be extended is that we wish
to see some sign of a reversal of the Government policy over

the past decads during which step after step has been taken

to twist the Falkland Islander's arm, and force him to abandon
his desire to remain British?

We still believe however that one day, whenever that may
be, the interests of the Islanders will require the British
Government to assist in develoning the resources under British
rule and that we shall then want to put our plans in the
Falklands into operation.

We are morenver the leading alginate manufacturcers in
the world, as weil as roing the only alginate manufacturers
with a process developed over five years fo. manufacturing
alginates in the ITslands.

RRM/mbc
9.8.77



- omml P

1' ~ury .r\ 2 ﬁ-"} |
. GINY S
=——— e I T £ b=
1 e U, 22 HENRIETTA STREET. LONDON, WC2E 8NP e,
R & MERTON Managing

"B HO M, M. C.PERY/ Directon

TELEGRAMS'
M_T. CAMPBELL-PRESTON O.BE. M.C. -{,.L( 4! e
.G:'RE!SFI' ONES )(/U f‘l o ] ) LONDON W C2Z
s IFFITH - ONE 2 2
. d'8PLANGER o ,4_‘“_‘? v A.»JW At

D ap W
“uwrre

< CABLES
- YOAKE “ALGINATES, tONDON, W C 2
TELEX ' 23815

'l’

S, 2) A ) 519

19th August, 1977

Many thanks for your letter of the 9th August.

Whilst I very much appreciate the difficulties under
which you labour I am afraid that there is nothing I can add
to the contents of my recent correspondence with the Governor.

I am well aware that what everybody would like would be
for us to announce that we propose to start work forthwith
but I have made it abundantly clear that this is not the case,
whilst making it nqually clear that we have by no means
abandcned hope.

In case it may be of any assistance tc you I am sending
you half-a-dozen copies of an extract from my letter to the
Governor which I hope may help you to some extent to counter
the garbled accounts to which you refer. ;

Bl

G.J.A.Slater Esqg., '
Acting Governor,

Government House,

Stanley,

Falkland Islands.

1972

Bl Y mnan Ty i Registerad in England (No. 285993) Registerad Offica 22 Hanrictta Streat. London WC2E 8NE
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Our Ref: RRM/pab 29th September 1977

A.J.P. Monk, Esq.,

Chief Secretary,

Colonial Secretary's Office,
Stanley,

Falkland Islands.

Dear Mr. Monk,

;/7%»- Thank you for your letter of the 23rd August addressed to Mr. Pery which

has been referred to me on my return from holiday.

I must refer to the fact that the last paragraph of your letter accuses
us, once more, of being "dogs in the manger", an accusation which you will
recall led to my recent exchange of letters with the Governor in which we
offered the obvious remedy which was, nevertheless, received by the Governor
with dismay!

Are we, or are we not, behaving like "dogs in the manger''? - you must
make up your mind.

5’7 In my_letter of the 14th July to the Govermor I said that in view of

his dismay we would certainly "reconsider our position" - perhaps I should
have said "withdraw our proposal" in accordance with his request which is
what I intended.

In fact my letter of the 26th May referred to an exclusive licence fee
of £7,500 commencing September 1977, whereas to be accurate it should have
shown the fee as £7,600 in respect of the calendar year 1978 and payable,
as has been the custom todate, in arrears on the 1st January 1979.

So far as the hostel is concerned, the fact that we may wish to recover
possession at reasonably short notice does not preclude the possibility that
it may be some considerable time before we would be in a position to go ahead.
In these circumstances, and particularly because we shall be paying £7,600
"on trust" (as explained in my letter of the 14th we should certainly not

A

ity
/Contdeeeea.

1968 & 1473
Inf CiHIN S AWARD TU PaSUSIRY

Registered in England {No. 285993) Registered Office 22 Henrletta Straet, London WC2E 8NB
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.A.J.P. Monk, Esq. Chief Secretary. 29th September 1977
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have expended the necessary £2 million which is another condition for
maintaining exclusivity -~ reference the Governor's letter of the

2nd November 1973) for two years, we really cannot be expected to treat
the lease of the hostel other than on accepted commercial lines.

You refer to the assistance which your Government has accorded to us,
and for which we are duly grateful. Perhaps you are notaware, however,
of the countless hours spent by us championing the cause of the Falkland
Islander in dealings with H.M.G., Members of Parliament and Falkland Island
Committees of one kind or another to which we also lend considerable
financial support.

Finally I must assume that incorrect and libellcus announcements made
regarding cur affairs to the Islanders, and ascribed to you (for example
those contained in the Falkland Island Times of the 15th June 1977) have
been misreported. Anything you can do to avoid a repetition of this will

surely lead to a better understanding all round, and will encourage us to
hold on.

Yours sincerely,




CHIEF SECRETARY'S OFFICE
THE SECRETARIAT
STANLEY
FALKLAND  ISLANDS

Ref: COM/29/2 1, Octobsr 1977

R R Merton Esq

Managing Director

Alginate Industries Limited
22 Henrietta Street

London WC2E 8NB

Dear Sir,

This is just to acknowledge your letter RRM/PAB of
29th September to Mr Monk who.left the Falkiands on 6 October

on completion of his tour.

¥r YMonk has been succeeded by lir John Massingham who

arrived here on 13th October.

Yours faithfully,

D R Morrison

for Chief Secretary

JB
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JE FALKLAND ISLANDS RESEARCH AND DEVELOPMENT ASSOCIATION LTD.

A Company Limited by Guaraniee gaverned by a Council of Management

VICE PRESIDENTS

The Right Honourable The Viscount Boyd of Merton C.H.P.C. The Right Honourable The Viscount Thurso of Ulbster J.P.

Sir John Barfiow By,
Sir Cosmo Haskard K.C,M,G, M,B.E. Sir Miles Clifford K.B.E. C.M.G. E.D, HON, F.R.C.S.

Telephone 01-821-0032 General Secretary The Falkland Islands Office,
Telex 888164 Miss Leif Barton 16 Regency Street,
London S.W. 1.

28th October 1977

His Excellency the Governor of the Falkland Islands,
J. R, W, Parker Esq. 0.B.E.,

Government House,

Port Stanley,

Falkland Islands.

\
=S /,;W

I thought it might be helpful to you to have a note of the up to date
position on visitors from here to the Falkland Islands who are in one way or
another connected with this Office.

John Spencer Partner Jacomb Hoare, Secretary Port San Carlos Ltd.
Board member FIRADA with responsibility for finance
November to December

F. G. Mitchell Member UKFIC, Chairman Fund Raising Committee
Anne Cameron Port San Carlos, Member UKFIC, January February
Lionel Daillie Falkland Islander, Shipbroker, Member Baltic Exchange,

Board member FIRADA, member UKFIC January.

A representative of this Office as yet to be selected to go in January.
A member of the FIRADA board {(to be confirmed) to go in January

Viscount Garnock Chairman Sallingbury Ltd. Director Bank of Montreal
Member British Tourist Authority etc.
February March.
[T
I hope you will find this helpful. The dateglnecessarily approximate except
that John Spencer is booked to leave on 3rd November. We will keep you informed
of any additions or alterations. As you know I cannot come except in my long

Executive Board of Directors: E.W.H. Christie, B.L., J. Dowling, R.R, Merton, L. Daillie, J. Broadbent~-Jones, M.V, Summers B.A.,
J.R, Spencer F.C.A., M. Clark Hutchison M.P., J, Dodwell F.C A, D.G. Ainslie B.A.

Registered in England No, 1300960 Registered Office: 16 Regency Street, London S.W.1.
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J. R. W. Parker Esq, 0.B.E. 28th October 1977

vacation which is August and September.

I am this evening, at Lord Shackleton's request, seeing Mr, R, A. Fletcher
a Don at Trinity College Oxford and a Governor of Radley who is hoping to visit
the Islands in March 1978.

7

[ Vi (e (ﬂ‘f&é‘ff

L
v /"//
E. W. H., Christie

c.c. Mrs, V. Malcolm - Port Stanley,
T. J. D. Miller — Goose Green
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L W H Christie Esq
16 Regency Street
LONDON S¥1

Thanl: you for your note of 28 October giving me a list of the
visitors we may expect here during the next several monthis, This
is most useful and if you can let me know of fimm dates, in due
course, I would be most grateful.

Ve had an uneventful journey out here, a2 ple:csant fow days
in Montevideo und a fairly confortoble pasiage across teo 3tanloey.
Now it is back to work again, with my newly clected “Youncil, =nd,
as always, there is wlenty to do.

I heard from llarland Greenshiclds, by the way, that bLis
solicitor in lLondon had consulted you on the gquestion of the
future of his farming company; i am gurc I can hope that the
advice you gave was helpful to our Isluand intcrests,

J I W Parker

F.S. I have also just hud your letter of 25 Qctober {the mail has
been coming in in fits and starts lately, apparently because of

a hold up in the London GFO). T particularly noted your sugqscestion
cbout the Commonvealth Development Corporation; I have already

made tentative soundings in thot direction and I will ask the

Chief Secretary to Tollow them up through the Ministry of Overseas
Development, whosc cconoumist will be here with us shortly,
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THE FALKLAND ISLANDS RESEARCH AND DEVELOPMENT ASSOCIATION LTD.

A Company Limited by Guarantee governed by aCouncil of Management

VICE PRESIDENTS

The Right Honourable The Viscount Boyd of Merton C,H.P.C. The Right Honourable The Viscount Thurso of Ulbster J.P.
Sir John Barlow B1.
Sir Cosmo Haskard K.C.M.G, M.B.E. Sir Miles Clifford K,B.E. C.M.G. E.D. HON, F.R.C.S.

Telephone 01-821-0032 Genreral Secretzry The Falkland Islands Office,
Telex 888164 Miss Leif Barton 16 Regency Street,
London SW.1.

25th October 1977

His Excellency The Governor of the Falkland Islands,
J. R. W. Parker Esq. 0.B.E.,

Government House,

Port Stanley,

FALKLAND ISLANDS,

.

I hope you had a good journmey back to the Islands and are now happily
settled in again.

We were all very glad indeed that you were able to attend the Reception
at the 01d Hall, Lincoln’s Ian, and also grateful to you for sparing the time
to come here on your wedding anniversary to meet some of us and see this Office.
I was also personally glad to have the opportunity of dining with you and
regretful thac there was no opportunity to return your hospitality.

While you were here you mentioned to me that you were anxious to get some
sort of an alginates indusiry going cven if on a very small Bcale.

I have been in touch with Ralph Merton and we have explored various
suggestions which I put forward. I feel I should write to you at once because
there are major difficulties in starting anything on other than the sort of
scale that Alginates' plans envisage. Falkland Islands' keb 1s not intertidal,
has a high water content and, compared with the kelp in the Bass Straits a
relatively low alginate content. It can, in Alginates view, only be harvested

[ by ship specially designed for the purpose and costing about £800,000. It is
no good having one ship, one must have two in order to keep production constant
in the event of a breakdown, In the Bass Straits they are able to harvest a
high alginate, intertidal seaweed with adapted landrovers and dry and package
it. This would not be possible with the Falkland Islands kelp. Alginates cannot
see any way of doing it without a substantial investment, One of the problems
which have concerned Alginates as a result of the doubt cast on British intentions
about sovereignty has been that, while they can obtain EGCD cover for their

Executive Board of Directors: E.W,H. Christie, B.L,, J, Dowling. R.R. Merton, L, Daillie, J. Broadbent-lones, M.V, Summers B.A.,,
J.R. Spencer F,.C.A., M. Clark Hutchison M.P., J. Dodwe!l F.C A, D.G, Ainslie B_A,

Registered in England No. 1300960 Registered Olfice’ 16 Regency Streer, London S.W. 1,
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investment in the Islands and the specialist harvesting vessels could in the event
of the loss of the Islands be adapted for use elsewhere, There is no way in which
they could recover the cost of the specialised plant in Scotland which is
esgential for dealing with Falkland Islands kelp. If their supply were to be
cut off or to become prohibitively expensive they would be faced with redundancies
and inactive plant in Scotland.

It is my personal opinion, and it can only be my personal opinion, that
lagt autumn the Alginates board had virtually decided in principle to go ahead
with development in the Islands, timing the raising of the money and the
commencement of work to coincide with an upturn in the world economy. This was
certainly my wmderstanding of the position while we waited for three months to
see Mr. Rowlands in order to press for an extension to the airfield on the grounds,
among others, that Alginates were not prepared to invest unless they had direct
air commmications. It was most unfortunate that we were summoned to the Foreign
Office to have the news broken to 2s by Mr. Howlands that sovereiguty was to be
discussed with the Argentines with a delegation that was almost entirely composed
of business interests to support the case for extending the airfield, William
Merton, the Chairman of Alginate Industries Ltd. was part of this delegation, and
it i8 my belief that he went into the room preapred to tell the Minister that in
principle Alginates were going to go ahead and came out of the room having decided
in his own mind that he could nmot in the circumstances go to the City of London to
raise the money required for the investment,

From our point of view the decision to hold talks with Argentina was
disastrously mistimed and it is, as I say my personal belief that in this respect
at any rate it did the Islanders a great deal of damage.

Reverting to the question of a modest Alginates development, there seems
to me to be at present two possible approaches.

One would be for me to sound out the Commonwealth Development Corporation
who said last year that they would consider any productive investment of about
£3m to £4m if we liked to put a proposal to them. The other possibility is
that a Chilean development based at Punta Arenas using surplus gas for drying the
weed may take place during the next decade. It might be a practical proposition
to harvest Falkland Islands seaweed and ship it to Punta Arenas for processing
because the Chilean regserves are neither as extensive nor as accessible as those
round the Falkland Islands.

I am sorry if this letter is discouraging but please do not hesitate to let
us know if there is anything we can do to help.

I would like to make it quite clear that I am satisfied in my own mind that
Alginate Industries Ltd. have not lost interest in the Islands. Assuming an
upturn in the world economy, I am quite certain they will want to use the Islands'
resources, One can only hope that the world's economy will improve and that we
shall sort out our problems with the Argentines in time for the present generation
of Falkland Islanders to see some benefit from those resources.

[yt Pur rom(:.,

(i

E. W. H. Christie
Chailrman




“THE FALKLAND ISLANDS RESEARCH AND DEVELOPMENT ASSOCIATION -

A Company Limited by Guarantee governad by a Council of Management

VICE PRESIDENTS

The Right Honourable The Viscount Boyd of Merton C,H.P.C, The Right Haonourable The Viscount Thurso of Ulbster J_P.
Sir John Barlow Bt.
Sir Cosmo Haskard K,C.M.G, M.B.E. Sir Miles Clifford K.B.E. C.M.G. E.D, HON. F.R.C.S.

Telephone 01-821-0032 General Secretary: The Falkland Islands Office,
Telex 888164 Miss Leif Barton 16 Regency Street,
London S.W.1.

11th November 1977

His Excellency The Governor of the Falkland Islands,
J. R. W. Parker Esq. O.E.E.,

Government House,

Port Stanley,

Falkland Islands.

Ker fe. fuk, |

Further to my letter about the possibility of a small scale Alginates
development, I am enclosing a copy of an item which appeared recently in the
Daily Telegraph. It has occurred to us here that in the present situation
British Shipbuilders, the nationalised shipbuilding organisation may well
be prepared to build two kelp harvesting vessels on 100Z credit soft loan
terms be to repaid over a period of years either out of earnings or perhaps
on a quota participation basis.

Alginates are in fact having discussions with them on the building
of a vessel for their own use so that it would amount to an order for a class

of at least three if Alginates were to go ahead.

The address of British Shipbuilders appears to be 127 George Street,
Edinburgh EH2 4JN, There is a London Office but it is not yet in the

telephone book.
K"”M 2 g.«.eﬁ7
/ { 4
w o~

E. W. H. Christie
(Dictated by Mr. Christie
and signed in his absence)

Enc.

Executive Board of Directors: £,W.H. Christie, B.L., J. Dowling, R.R. Merton, L. Daillie, J. Broadbent-Jones, M.V, Suminers B.A,,
J.A. Spencer F.C.A., M, Clark Hutchison M.P_, J. Dodwell F.C A, D.G, Ainslie B.A.
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;Tough Poles delay

-' fh

' 1gn'ing =0f«~ £112m

'?j'. -shi nc; c@nt;;gg:&
]

¢ By ]OHN PETTY ‘Commercial Corrcspondent =
TOUGH demands by the Poles are delaying
the clinching of the £112 million contract,

‘in which Mr Callaghan has been personally
~cinvolved;- for Brltam ta buxld 22 shlps and

for Poland.’ "

The Poles are dnvmg a
1hard :bargain, even though
they will get 100 per cent.
| credit on ships‘whose price
is heing cut by a subsidy of
around £30, million  from
British tm\'payers z

3 ' At the centre of the argu-
ment is whether engines and
other cquipment should be
built in Poland ahd then sent
1o Britain for }ncorporanon
in the ships.. "

Britain has been sticdnaug foe
a maximum of five per ceat, of
the cost of the ships ta be
Polish-made.,
builders zre alarmed at the
prospect _that some .of : the
j engmes may be built jn Poland.

Sh_ipyard job_s

Mr Callaghan announced with
a flourish at the Labour party
confererice more than a month
ago that sjgning of the contract
was imminent. British negotia-
tors have been expecling the
contract to be signed “sithin 10
days” for the past two months.

The deal has taken 18 months
to -set up and is intended to
save 8,000 shlgyard jobs on
Tynestde and Clydeside for a
year.

The Government fs desper-

contracts fpomr abroad, even
though every one.will call for
a big subsidy from Lhe British
-taxpayer.

Dritish shipowners fear that
the Govermment will finish up

a time when shipping profits are
vanishing in many sectors.
Mrs Hart, Overseas Develop-
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ng Carporatiqgn of India large

would come out of British aid

two ﬁoatmg cranes r

Britich ' engine- §|.

jately seeking other shipbuilding |«

subsidising their competitoys at |«

: Ecnt Minister, is offering Ship-i -

aniounts of cash to build ships |-
worth £50 million in Britain., It|:

to India. © -

L

:ltries, but most governments are

Wor]ﬂ érisis :

Mr Kaufman, Industry Minis |-
‘| ter,-is just back from Il{angkong { -

where he told Chinese business-
men that the Brilish laxpavers
would <ub51dxse any ships they
might erder in Britatn, ...
Portugal is another nation to
be offered lnducements to build
in Britain. LR
Mecanwhile,

Co-operation end Development
was meeting in Yokyp. yester-

day to try to sort our~the world |.
shiphuilding crisis. Qoe recom- |;
| mendation was that aid should

.ynot be given to help developing |
:| pations build new shipyards.
The European Eéonomic Com- [!
Jmission has suggested that Com-
;lmon Market countries should

halve their shipbuilding indus-

mstead backing subsidies as a
means of keepmg vards oped:

{ a workmg party
of the Organisation for Economic
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CONFIDENTIAL
EXECUTIVE COUNCIL

No. 87/77

SNALL-SCALE ALGINATRS DIViLOPMENT

Mr, ®. ¥. H. Christie, on behalf of The Falkland Islands
Research & Davelopment Agsociation, has been in correspondence
with His Bxcellency the Governor, about possible small-scale
Alginate development in the Islands.

2. Copies of two letters from lr. Christie are attached for
information (His ZExcellency acknowledged the first only in a
post-script to a letter about anotiher topic).

GE The Chief Secretary is exploring with the Ministry of
Overseas Developmermt the possibility of approaching the
Commonwealth Development Corperation to discover whather
they would be interested in starting an alginate enterprise
hexe,

L Council is invited to tale note of this initiative and
also to comment upon steps that misht be taken fo pursue its
possible implementation,

The Secretariat,
Stanley.

6th December, 1977

Ref:~ C0H/29/2
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THE SECRETARIAT,

STANLEY, FALKLAND ISLANDS,

SOUTH ATLANTIC.

GRS 2

Ref: COM/29/2 oy PR 16 December T O77xxay
Fu
E W H Christie Esg
FIRADA
Falkland Tsglands Office
16 Regency Street
London SW1
(81

I am writing to thank you for your letter of 11 November/to
the Governor suggesting that the Falkland Lslands Governmenf might
get into touch with British Shipbuilders about the possibility of
their building kelp harvesting vessels on soft loan terms.

2. This possibility has been laid before the Executive Council
which will no doubt bear 1t in mind at the appropriate tima,

J D Massingham
CEIEF S"CRETARY
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Mrs C B Johnson '
- Latin America Department
Hinistry of Overseas Development
Eland House P
“ag Place
London SWiE 5DH
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DEVELOPMENT OF ALGINATES

Your files contain copies of at least some of the (often sharp) corres-
pondence between the Falkland Islands Government and Alginate-Industries
Limited about the exploitation of Kelp in the Islands. I would draw
your attention in particular to the blind copy, sent to Mary Rosser, of
the Governor's letter of 29 Jume to Ralph Merton, Managing Director of
ATL,

2. Since then AIL have indicated that they have withdrawn their offer
to abandon the exclusive rights that they hold-@o(the harvesting and pro-
cessing of -kelp. ‘Accordingly they will now be paying, with effect from
September of this year, an enhanced fee of £7,600 a3 royalty for such
exclusive rights. However, the agreement will lapse in September 1979
when the whole future will have to be considered. Meanwhile there has

. been some considerable scepticism here about AIL's intentions despite all
their protestations of interest in and friendship for the Falkland
Islands. In straight commercial terms they have at their disposal
reserves of kelp which are much more readily and cheaply exploited. Their
reluctance, therefore, to move in here is not surprising, though we would
have preferred that they had used straight economic and commerecial argu-
ments rather than hide behind the excuse of the economic uncertainty that

the sovereignty issve raises.

3. We ought now to start thinking of what may happen in 1979 and, at this
stage, it may be helpful if we could start ‘some preliminary soundings with
the Commonwealth Development Corporation to discover whether or not they
have the expertise and interest to move into the exploitation of kelp.
Presumably this would be an entirely new enterprise for them and they may
have some difficulty in mounting any operation except in conjunction with
ATL which may well have an almost exclusive knowledge of kelp processing.
Any approacheg that we made to CDC would have to be made discreetly at
this point and, in any case, cnly in the most tentative and exploratery
manner. Nevertheless, I wonder whether someone could take some soundings

of them.

4. You might be interested to know that the Falkland Islands Research and
Development Association have been prompting us to fegotiate with British
Shipbuilders to explore the possibility of their offering 100% credit terms
on a soft loan basis to build us two kelp-harvesting vessels. This propo-
sal, which was made to Executive Coumcil here, drew virtually no response

and I am frankly uncertain how the Association believed we could make use
It was, in fact,

\ .. of such vessels even supposing that we could obtain them.
\ Bill Christie, the Chairman of the Association, who first suggested that.
CDC might be approached. He himself offered fo do the sounding for us since

he apparently has some contacts of his own. So far as I can understand his
PPOpgzal is {hat we should simply harvest seaweed in the Falklands and ship
it to Punta Arenas in Chile for processing. Whilst that might be intrinsi-
cally an attractive idea I am not certain how he envisaged our entering into
such an enterprise - even supposing it were feasible - so long as AIL hold an
exclusive licence. Anyway the first step is to discover what sort of atti-
tude CDC are likely to adopt, and we shall lock ferward to hearing in due
course what you have been able to glean from them.

2D Magsingha
~ lef ggcrg%a?y
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