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TELEGERAM O CYPHER (

FROM: SECRETARY OF STATE -

103 GOVERNOR BRITISH GUIANA |

27th June, 1957
TMMEDIATE

Secret 212 Your telegram 232 following from
Kennedy bhegins 01l.

fagy

1, Area,

3 we would not wish to press you further for
L4 reduction in area forj/exploitstien but we conalder ons
quarter of total area i.e. 4,125 square miles is still
- too large for entitlemsnt to mining licence and that Company
should be content with a residual area of one sighth
1.8, over 2,000 square miles, Our revision cf model, -
oll regulations contemplates amelgamation of €% o8
and prospecting stages outlined Company could therefore
be granted a starting licence for a oeriod of 10 years, :
After i years they should surrender 50% of original srea ;
with an additional surrender of 123% at the end of the i
sixth, eighth and tunth year thus leaving a residual
arsa for mining leases as suggested above, Thls should
be sufficient if as seems likely the only potential oil
bearing areas are in the extreme northwest and southeast
of continental shelf,

2. Fiscal.

I
/ United Kingdom Royal Commisalion on Taxation l
re jocted percentage depletlon allowance on the ground |
that circumstances of mining industry were not suffi-
=~ ciently peculiar to warrant discriminatory form of tax
allowance., Even in U,S.A, this allowancs has been
frequently challenged. While Trinidad has granted
allowance for marine wells Iin Gulf of PARIA, Venesusla
bas not found it necessary to do so in order to attract
0il companies; in faet they are actuslly charging a
i premiun for concessions in their area of the Gulf.
The strongest objectlona to percentage depletion allow-
anoes are that amount of revenue sacrificed is ineal-
i oulable and sacrifice would be mde at a time when 1t
i might be difficult to defend politically i.e. when oll
! i1as being produced in subatantial quantities., Your
proposal to grant 273X allowance subject to review
after 10 years {s unlikely to interest Company as
production would be ocomparatively small during this
period., For these reasons allowance has not as yet 2
been granted in British dependent territoriss with the
single exception of Trinidsd marine areas, I must there-
fore advise you to resist it if you possibly can and
suggest following altermative firancial proposals may be
considered;~

(a) accelerated depreciation produce=
tion capital expenditure within say 5
yoars coupled with reduced royalty rateg

1
X i:suligqnpm National Archives’  Isnmis and-corlditonsdnd thatyour H
opyTight restriction Furfhe i ion I5.given In'the enclosed Terms and
Condiions ofsupply of Publc Recards Joaflet

Governmental Documents
(Guyana)



Memorial of Guyana
Annex 19

(b) either (i) permanent graduated royalty
(omitted) PRUNEI and BORNEO arrangcient
namelys- 123 up to 3 miles shore 8%
for the next 7 miles 5% beyond 10 miles
on (11) an agreement. limiting Government '8
take to 50% ol net profits, (Thils would
~ be more favourat:le to Company)

‘¢’ fan investment allowance. If pressure is
such that you find claim for, percentage
depletion cannot be reslsted;Murely
arbitrary American practlice 27% up to
50% of nat profitss..,+ 4 reduced &
Trinidad model i.e. no mare than 20% of
grose income with upper limit of LO% of
net incows.

3e Amendments to model. No objection to omission
of elause 12 of model exploration licence but I ses no
goud reascn for exclusion of clauass 1} (granied lands
in¢luded much greater J. latter clause might
nave to be invoked Af marine areas granted to Company
wors successfully claimed by Venezuela or Surinam.

i,» working obligations,

Figure mentioned in your para. S apzeare nuch
too low. Following minlmum flgures Lave beex -69ted
by reputable oll company a&s aporopriate land opersationa
under prospecting llgence: Durin; [lrst 5 jears ennual
average £20 a squarse mile, next 3 years £50 a sguare mile
and last 2 years f75 a square milse. AS marice owsrations
are more costly there would be a case for oo Ligher
figures than these. But even this exsenditure would not
snsure drilling within a reasonable seriod, ‘iucrefore
canslder that as addlitlonsl safeguard Company should be
reguired to commence drllling with reasonatle expedltiorn.

S. Definition of boundaries.

After full discusslon with Forelgn 3ffice and ;
admiralty we are convinced that It is essentirl to define ;
nortiwest and southeast limits of operations under

liconce 1n the absence of agreemsnts with torritorles on

precise définlition of boundary of respective continental !

i shelves we wuuld wish tu follow &s closely as avallable
data allow the principle s set out i ihternational law
Commlssionts articles quoted in my previous telegra.

There 18 a considerable practical difficulty
nere Ln drawing preclse lines on this basls owilng to
tho nvsence of completely reliable charts, We have
iuwover ndopted fTor thls purpose United States hydrographic
1ce chart 5728 of 1942 for Venezusla boundary and

::ét‘nurlsnds chart 217 of February 1939 for the Surinam_
boundary; and on these bases We consider the following

lines would be reasonable - Iz \‘.
!

(a) for Venesuela l N |
From the sbore boundary, in 035 dsgrees \

dirsction for miles; thence to degrees 3 !

direction for miles; tnence Ql{ degraees !

direction to interssction with fathom |

line; !
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(b) for Surinam

Prom large triangular wooden beacon
1atitude 59 59¢ 53.8" north, 57° 03!
51.5" west, in 010 degrees directlon to
3 miles limit from coast; thence Q)
degraes direction to intersection W th
25 fathom line,

Ve should be grateful 1if your proposed definition
of area could bs amended accordingly.

It should be slalid w £icrmee that northwastern and
south eastern limits set out thersin may be revised et any
time and in elther directlon in the 1isht of results of
pegotiations with Governmentis of adjoinin, territories
ana that Britlsh Gulana Governmsnt will not be responsible
for any loss or damego Company may lncur by reason of
their activitles in the oreas of the continental shelfl
tnat might be claimed by other countries.

we propose that ier Ma jesty's represant:atives et
caracas end Hague should be informed of steps Wo have
taxen and that they should be asked to assess the
1ikelihood of negotlations belng pursuec On the subject

poving in mind desirapility of reaching agreemunts on
ines of continental shelf before need arises

for starting any mining, oserationse

b Exchange control.

1 am sorry we have nct yet been able to clear
thiz =ith Departmsnts concernad. I wi 11 telegraph
again at the earliest poasible moment.

Ends.

gecretaryaf State.

" "The National Archwes -']_Tr& L T _2
R B e S )
Furthes.Infe rs;gh_r‘_e_n In'the er;_doséd"To':T!TBaln? o

Conditions.of supply. of Pistific:Recoria! Jeafit

Memorial of Guyana
Annex 19

Governmental Documents
(Guyana)



