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PREFACE

The General Agsembly, at its twenty-third session, had before it a report
of the Becretary-General on permanent sovereignty over natural resources,l/
submitted pursuwent to General Assembly resolution 2158 (XXI). In paragraph 18
of the report, the Secretary-General stated that the document should be considered
as a progress report, and that it could be supplemented - possibly on the basis
cf guestionnaires to Governments - should the General Ascsembly provide more precise
guiding principles.

After diséussing the report, the General Assenbly adopted resolution
2386 (XXITI), in which it stated that resclution 2158 (XXI) contained guidelines
for the Secretary-General for the elaboration of a further report, and requested
him to include in the latter "a comprehensive account of the implementation of the
principles and recommendations set forth in General Assembly resolution 2158 (XX1),

in particular section I, paragraphs 5, 6 and 7". These paragraphs read as follows:

"The General Assembly...

"5, Recognizeg the right of all countries, and in particular of the
developing countries, to secure and increase their share in the
administration of enterpriszes which are fully or partly operated by
foreign capital and to have a greater share in the advantages and
profits derived therefrom on an equitable basis, with due regard to
the development needs and objectlves of the peoples concerned and to
mutually acceptable contractual practices, and calls upcn the ccuntries
from which such capital originates to refrain from any action which would
hinder the exerciszse of that right;

"6. Considers that, when natural resources of the developing
counttries are expleited by foreign investors, the latter should undertake
proper and accelerated training of national personnel at gall levels and
in all fields comnected with such explcitation;

"7, Calls upon the developed countries o make available to the
developing countries, at their request, assistance, including capital
goods and know-how, for the exploitation and marketing of their naiural
resources in order to accelerate their econcmic development, and to
refrain from placing on the world market non-commercial reserves of primary
commodities which may have an adverse effect on the foreign exchange
earnings of the developing countries.”

;/ Official Becords of the General Asgembly, Tweaty-third Sesgion, Annexes,
agenda item 39, document A/7263.
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In resolution 2385 (XXIII), the Genersl Asggently also decided to consider
the report of the Secretary-General at ite twenty-Iiith sezsion,

In order to obtain up-to-date information for The report, as well as the
views of Governments on the iwmplepmentation of CGeneral Asserbly resolution 2158 (XXI),
the Becretary-General sent s questionnaireg/ to all lMember Statez on 5 March 1970,
As cf 12 June 1970, nineteen replies to the gquestionnaire had been received. In
view of the limited amount of information provided by Member States, The report
had to be based largely on material gathered from periodicals, official publications
and other documents. FPart two of the report, dealing with contractual arrangements
between developing countries and foreign investors, covers all the countries on
walch sufficient information could be obtaired., Part thres was originally designed
to contain not onily information on assistance from multilateral sources, but also
information on assistance given to developing countries by developed countries.
However, no detailed information on the latter type of assistance was avallable.

Should the General Asgembly reccmmend that the report be revised with a
view to making it as comprehensive, accurate and up to date as possible, it would
be appreciated 1f tThe countries not covered in the report could provide the
necesgary information, and the countries alraady covered could expand and correct
the relevant passages of the report as appropriate.

In preparing the report, the United Nations Secretariat has benefited
from the information provided vy the United Nabtlons Conference on Trade and
Development sSecretariat, the International Bank for Reconstruction and Development,
the African Development Bank, the Asian Development Bank, the Inter-American

Development Bank and the Zast African Development Bank,

g/ Jee annex.
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INTRODUCTION
1. Sovereignty over natural resources is inherent in the gquality of statehood

and is part and parcel of territorisl sovereignty - that is, "the power of &
State to exercise supreme authority cver all persons and things within its
territory”.£ Sovereignty over natural resources, which is essential to economic
independence, is functicnally linked to political independence, and conselidation
of the former inevitably strengthens the latter. ©Since it excludes allegiance

or subordination to any authority, sovereignty over natural resources implies
complete freedom of action for a State in determining the use of those resources.
The principle of that freedom of action has been authoritatively expressed and
reaffirmed, in conformity with the spirit and principles of the United Nations
Charter, in General Assembly resolutions 523 (VI) of 12 Januery 1952, 626 (VII) of
21 December 1952, 131k (XIII) of 12 December 1958, 1515 (XV) of 15 December 1960,
1803 (XVII) of 14 December 1962 end 2158 (XXI) of 25 November 1966, and in
General Principle Three,g/ adopted at the first session of the United Nztions
Conference on Trade and Development.

2. The General Assembly has not contented itself with affirming the principle

of State sovereignty over natural resources in abstracto szs a legal concept; it

has consistently placed that principle in an econcmic and social context and in
operative paragraph 1 of General Assembly resolutiocn 1803 (XVII) it declared that
the "right of peoples and nations to permanent sovereignty over their natural
wealth and resources must be exercised in the interest of their national
development and of the well-being of the people of the State concerned".

3. Viewed in that context, the concept of sovereignty over natural resources
acquires a dynamic cconnotation, encompassing not only the formal rights of
pessession of those resources and freedom to decide on the manner in which they
shall be exploited and marketed, but also the capability to exploit and market
them so that the people of the State concerned may benefit effectively frou them.
4, The developing ccountries'. evaluations of the financing needed for the

expleitation of their natural resources indicate that considerable additional

;/ See Oppenheim's Internationsl Law, 8th edition, vel. I, H. Lauterpacht,
ed. (New York, David McKay, Co., Inc., 1965), p. 285.

g/ Proceedings of the United Nations Conference on Trade and Developwent, vol. I,
Final Act and Report (United Nations publication, Sales No.: 64.II.B.11, p. 1C.

/...




2/8058
English
Page 8

capital from external socurces will be required, Furthermore, any programme for
the exploitation of such resources, particularly petroleum and mineral resources,
necessitates technical know-how, which has been developed primarily in industrial
countries. The present experience of the developing countries in that respect
is simllar to the past situation of many countries which are now developed, but
which originally depended almost entirely upen foreign capital and know-how for
the exploitaticn of their natural rescurces and, in many cases, still make
significant use of them for that purpose.
5. The representative who, on behalf of the spounsors, introduced the draft
resolution which subsequently became General Assembly resolution 2158 (XXI),
observed on that occasion that:
"None of the provisions should be construed as expressing hostility
to foreign investment in the exploitation of natural rescurces; foreign
caplital was needed and, in fact, welcomed. The developing countries were,
however , concerned to secure greater contrel of and safeguards for the
expleitation and marketing of their natural resources ... True international
co-operation in that connexion could be achieved only if the justice of
those countries! claim %o an increased share in the administration,
advantages and profits derived from exploitation was admitted ... The
developing countries also considered that, in return for the profits
developed countries derived from theilr natural rescurces, the latler
countries should ... help them to overcome thelr technological
backwardness by ftraining natlonal personnel for work relating to natural
resources."” 3/
é. Part one of this study contains a discussion of the issues involved in
foreign participaticn in the development of the natural resources of the
developing countries; part two reviews on & country basis the status of
contractual arrangemenis between developing countries and foreign investors for
the expleoitation of natural resources and the marketing of natural resources

products; and part three describes the multilateral assistance provided to

developing countries for the exploitation of natural resources.

é/ Hee Official Records of the General Assembly, Twenty-first Session,
Second Committee, 1050th meeting, para. 2.
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Fart one
ANATYSIS AND PINDINGS

I. THE PROBLEM AND ITS SERTTING

T. Underlying the General Assembly resolutions on permanent sovereignty over
natural rescurces 1s the basic preblem of how the developing countries can exercise
soverelgnty over their natural resources so as to develop them in the best possible
way and ensure that their peoples derive the greatest benefit therefrom. Any
country seeking to attain a permanently rising standard of living for all its
people must make rational and efficient use of the land within its frontiers, its
surface and underground waters, its minerals and its energy.

8. The exploitation of one resource often affects another rescurce or other
resources, Optimum exploitation would be facilitated by the formulation by each
country of an integrated and harmonicus plan for the exploitation of all its natura
resources. The plan should, of course, be dovetailed with and should indeed

constitute a component of the over-all development plan of the country concerned.

A, Capital regquirements for explolitation of natural resources

9. The exploitaticn of natural resources is a technical process which may Involve
many stages; the number of stages and the technigues employed vary according to the
nature of the resource concerned, but capital and know-how are always reguired in
order to achieve optimum results.

10. The efficient development of land invelves the use of modern techniques and
equirment for forest exploitation and renewal, land clearing, soil preparation and
conservation, irrigation and flood-control works, pest control, stock—breeding,
construction of storage facilities ete. Given the lack of accurate data on the
aggregate volume of past investment in agriculture and on its relation to groes
agricultural output, it has been difficult to quantify the approximate volume of
capital that would be required for the development of land resources in coming years.
However, on the basis of fragmentary information, it has been estimated that in the

period 1948-1957, an average annual investment of about $7,600 million was required

/..
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to increase food production in Asia (excluding China (mainlend}),Africa and Latin
America by 2 per cent per annum. On that basis it has been calculated that an
average of approximately $8,600 million would have to be invested annually in
agriculture during the period 1960-1980 if the production rate was to increase

10 per cent faster, that is, at a rate of 2,2 per cent per annum.l/ At the
"Round Table on Agricultural Development in Iatin America: +the Next Decade',
organized by the Inter-Ameriecan Development Bank in April 1967, an estimate was
put forward concerning net investment in agriculture in Latin America from 1967 to
1682. According to that estimate, net investment in agriculture would have to be
increased by at least $25,000 million during that period to achieve certain
production goals. It was further estimated that additional working capital
requirements for that period would amount to $30,000 million, making a total of
at least $55,000 million.2’

11. The development of mineral resources is a highly ceritai-intensive undertaking,
encompassing basic mapping (topographical and geological), exploration, evaluation,
extraction and treatment of cres {processing and/or beneficiationé/), all of which
require counsiderable capital and extensive technical knowledge and experience.
Furthermore, a mining project in a developing country almost invarigbly entails
the construction of infrastructure works such as railways, roads, water supply and
housing. Mapping and exploration must be financed bhefore there iz any certainty
that the return will be forthcoming. For example, in the period 1940-1962, about
$170 million was spent on oil prospecting in Nigeria. Similarly, in Gabon, about
$107 million was spent on petroleum exploration in the twenty-year pericd
1940-1969 and exploration continued for seven years before the Tirst commercially-
exploitable petroleum deposit was discovered. In Guatemala, oil companies spent
$40 million on exploration between 1956 and 1959. In the United Arab Republic,

two forelgn comparies, which were granted petroleum concessions in September 1963,

1/ The International Monetary Fund and the International Pank for Reconstruction

and Development, Finance and Development, vol, III, No. 3 (Vashington, D.C.,
1966), p. 206,

g/ Inter-American Levelopment Bank, Agricultural Development in Tatin America
(Washington, D.C., 1967), pp. 96 and 111,

2/ Mineral Resources Development with Particular Reference to the Developing
Countries (United Natlons publication, Sales No.: DT.T70.II.B.3), p. 1.

/e
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agreed to spend on exploration, respectively, a minimum of $10 million over &
ten~-year period and a minimum of $20 million over a twelve-year reriod, while a
third company, which was granted a concession in February 196&, agreed to spend

a minimum of $27.5 million on exploration over a period of nine yesars. In Yest
New Guinea, $112 million was spent over twenty-five years, leading to the dilscovery
of only three small deposits.

12. The cost of expleiting mineral deposits naturally varies according to the
mining methods used {open—cast or open-pit mining, adit mining. and underground
or shaft mining), the group of minerals involved (petroleum,‘coal, metallic
minerals, industrisl minerals, building materials, precious metals and diamonds),
and the volume of energy, the amount of processing and the transport facilities
required.

13. The following list gives an ldea of the magnitude of the investment required
for the exploitation of mineral deposits:

Projects contemplated or just begun

Millions of
US dollars

Uranium deposits at Bakouma (Central African Republic)

.. 30=37
Manganese deposits at Tambao (Upper Volta) . . . . . . . . k.5
Uranium deposits at Ardiit (Niger) . . . « . . . . . . .. Ly
Copper deposits in the Mamut Area of Sabah (Malaysia) . . 70
Copper deposits at Mushosil and Kinsenda (Democratic
Republic of the Congo) .« « « v v v o 4 v v o o o o+ 70
Iron deposits at Bangole (Ivory Ceast) . + v ¢ v v v .« « . 165
Bauxite deposits at Boké (Guinea) . . . . . . . .« . . . . 180
Copper deposits at Sar Chesmeh (Iran) . . . . . . . . . . 230
Copper deposits at Nacozari (Mexico) . . . + « v « v + + . 240
Iron deposits at Belinga (Gabon) . . . . .« . . « . . . . . 275
Iron deposits at Wologosi (Liberia) . . . .+ . « « + « + . 300
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Projects completed and in preoduction

Chromite deposits at Andriamena (Madagascar) * e v

Caleium phosphate deposits at Teiba (Senesal)
Czleium phosphate deposits at Benin (Togo) .
Potassium deposits {People's Republic of the
Manganese deposits at Mosunda (Cabon) « « « &
Bauxite deposits st Kindla (Guinea) . « «
Iron deposits in Nimba Mountains (Liberia) .
Tron deposits (Mauritania) « « o o o o o o «

Copper depnsits in Zambia + « o o o o o o o

Congo }

»

Millions of
US dollars

1k

37

37

7h
110
150
200
203
1,200

1h. Concering petroleum, data relating to twenty-nine oil companies show that

expenditures for fixed essets in developing countries totalied 345 million in

1964, $894 miilion in 1965 and $329 million in 1966.3/

15. The tarnessing of water power, which wmay be used for mining projects as well

as for other purposes, necessitates the construction of dams and hydroelectric

plants which often constitute some of the most expensmive development projects, as

mey be seen from the following investment estimates:

Guinea - Konkourd hydroelectric project {final

Capacity, l;-SO,COO RW) L T T T Y S R

People's Republic of the Congo - Kwilu hydroelectrie
project (final capacity, 820,000 KW) v o« « « = o o o @

Berocratic Republic of the Congo - Inge hydroelectric

project (final cepacity, 25 million kW) .

*

Milliong of
US dollars

140
170

%, 000

16. The import componrent of natural resources projects varies widely according

to the nature of the resource and the extert to which the necessary goods and

services can be provided domestically. It has been estimated that in a country

which has no cement, steel, or machinery industries, and few indigenous

engineers and technicians, more than half the funds regquired for an irrigation

E/ The Chase Manhattan Bank, Finasncial Analysis of a Group of Petroleum

Companies, 1966 (New York, 1967).
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project may have to come from abrcad. OCn the other hand, the foreign exchange
component of the Indian investment in large and medium-sized irrigation projects
hag approximated 7 per cent. For the developing countries as a whole, the foreign
exchange component of public investments for agriculture is said to average ahbout
25 per cent; the figure is believed to be lower in the case of private
investment.i/
17. 1In the case of mineral resources projectg, the foreign exchange component is
almost alwayg high, and the more complex the extraction process, the higher it is.
Generally speaking, it has been estimated that about two thirds of flxed capital
formation consists of plant, machinery and equipment and heavy construction

equipment which mist be imported.

B. The case for using foreign capital and technology in the
exploitation of natural rescurces

18. Ag noted by the Commission on International Development, domestic savings
financed 85 per cent of total investment in the developing countries in the
1960s.~" Turing the same period, imports of the capital goods required for
econcmic development have, in mest developing countries, constituted an increasing
percentage of aggregate imports; this increase has usually been achieved by
reducing imports of consumer goods rather than by expanding total imports. These
facts indicate that the developing countries have made genuine efforts to wove '
towards self-sustaining growth.

19. However, it is difficult for the developing countries to increase their
domestic savings at a pace commensurate with their investment needs, because of
their low level of production and their low per capita incomes. The lower the
latter, the more difficult it is to compress consumption in order to increase the
rate of fixed capital formaticn. On the basis of the incremental capital-cutput
ratio observed in the majority of the developing countries, the current volume of

domestic savings of many of those countries, even 1If fully wmobilized and diverted

2/ The International Monetary Fund and the International Bank for Reconstruction
and Development, Finance and Development, vol. III, Noc. 3 {Washington, D.C.,

1966), p. 206.

é/- International Bank for Reconstruction and Development, FPartners in Development:
Report of the Commlssion on International Development (Néw York, Praeger,

1969), p. 3C.

fone
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to productive investment, can hardly sustain a growth rate consonant with their
current and prospective rates of population increase, let alone reach the

& per cent growth target set for the Second United Nations Development Deacde.
20. Furthermore, there are serious limitations to the ability of the developing
countries to increase their export earnings. At present & little less than

83 per cent of those earnings are derived from the sale of primary products and
are therefore dependent on the prices and trading opportunities available on the
world commedity markets. These prices tend to fluctuste widely snd demand is
growing slowly, owing to technological development and changes in consumer habits.
In additicn, the efforts of the developing countries to increase their export
earnings have been hampered by tariff snd other limitetions imposed by the

devel oped c:ountries.Z

2l. 1In these circumstances it woulid appear that in the foreseeable future an
increasing flow of foreign capital from the developed countries will remain
necessary for the implementation of the programmes of the developing countries
for the exploitation of their natural resources. PFurthermore, such programmes;
particularly when petroleum and other mineral resources are involved, necessitate
technical know-how, which has been developed primarily in the industrislized
countries. The history of the development of natural resources throughout the
world demonstrates the cruclal importance of foreign capital and know-how in that
process.

22. Before the First World War, the natural resources of the developing countries
were exploited through an inflow of rescurces consisting of portfelio investment
and, to s lesser extent, of direct investment in raw materials exporting branches
or subsidisries with its accompanying techniecal and managerial know-how. The
flow of foreign funds to the developing countries dwindled conslderable in the
period between the two world wars, owing to a number of factors, including the
Great Lepression, default by debtors in developing countries and the slackeﬁing

of the dewand Tor primary products in the developed countries.

1/ See International Monetary Fund and Intermational Bank for Reconstruction ahd
Development, The Problem of Stabilization of Prices of Primsry Products; a
Joint Staff Study (Washington, D.C., 1969).

/..
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25. That dewand increased during the Second World War, enabling the developing
countries to increase their export earnings and to accumulate foreign exchange
reserves which enabled them to increase their capital formation in the immediate
post-war pericd. These reserves were particularly important, becsuse in the
pest-war years they helped to compensate for the virtual disappearance of private
portfelic investment in the develeoping countries and the relatively low level of
direct investment. The limited flow of foreign funds to developing countries in
that period resulted partly from the increased demand for capital for the
reconstruction of the war-torn economies of Furope and Japan and the pursuit of
full employment in the developed countries themselves. However, the end of
reconstruction and the attainment of full employment did not release private funds
for investment in developing countries on the scale that had been expected in view
of the developed countries' rapid economic growth. Indeed, in virtually a2ll the
industriglized countries the upsurge in the demand for capital has continued
unabated, sustained by the achlevement of the convertibility of all the principal
currencies and the creation of the European Economic Community. Consequently,

the level of fixed investment in those countries has remained very high.

2hk. The pericd since the end of the Seccnd World War has witnessed far-reaching
political, gocial and psychological changes throughout the world. The accession
to independence of an increasing number of new States and the revolution of risling
expectations have made econcmic and social progress a matter cof the greatest
concern and highest priority to the developing countries and indeed to the
internationsgl community as a whole. A basic factor in the acceleration of that
progress is the rational and efficient utilization of the natural resources of the
developing countries which, combined with other economic and social factors,
should rake it possible for the developing countries tc reach a level of seif-
sustaining growth where total production will inerease faster than populaticon,
thus enabling those countries to attain substantial improvements in their levels
of living.

25. The Governments of the developed ccuntries, consclous of the need to assist
the developing countries in their development efforts, have adopted a positive
attitude towards the transfer of capital to the lstter countries. Consequently,

they have had to devise practical and politically palatable methods of stimulating

S
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and, where appropriate, making the trensfers, the result being the adoption of
various types of official measures designed to encourage transfers of private
capital and of programmes for the provision of public funds, either on a bilateral
basis or through international institutions.

26. Since the Second World War, the sdoption in developed countries of various
incentives, such as Investment guarantees, tax benefits and sc on, has led to a
considerable Increase in foreign private investment in the develcping countries.
That investment has risen from an annual aversge of $1,8C0 million during the
period 1946-1950 to an annual average of about $3,400 million during the
1961-1968 period. The larger part of these funds was invested in thz extraction
of minerals, including petroleum. The balance consisted mainly of investment in
manufacturing (chemicals and drugs, automobiles, machinery, consumer durables
etc-) and, on a much smeller scale than before the Second World War, in the
large-gcale production of export crops and in public utilities.

27+ Turing the same period, substantial foreign public finance, some of it on
grant or concession terms, has been made available to the developing countriesg
and has helped them make considerable progress in building up the minimum economic
and social infrastructure necesgary to support the growth in the rest of the
economy, but has been unable to keep pace with the needs of the developing
countries for funds for the implementation of their naticnal development
programmes. Judging by experience, it seems uniikely that the flow of official
funds to the developing ccuntries will Increase at a rate commensurate with thelr
capital redquirements.

28. Consequently, it is generally acknowledged that considerable foreign private
capital will Tte reguired to enasble the developing countries to narrow the gap
between their development finencing needs and the domestic funds and bilaterial
and multilateral official capital currently available to them. The views on the
role of foreign private capitsl in the economic development of the developing
countries expressed in the General Assembly, the Economic and Social Council, the
United Netions Conference on Trade 2nd Development end other United Nations bodies,
as well as the resolutions and recommendations of those bodies, show that few
developing countries are unwilling, as a matter of principle, to accept foreign

private invegtment.

VA
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C. Political and economic significance of o01d concession agreements

29. Foreign private investment in the developing countries hes tended to level
off since the beginning cf the 1960s, notwithstanding the adoption by those
countries of various fiscal incentives, such as tax holidays. There 1s no
realistic prospect that that investment will increase to an extent that could be
considered sdequate in terms of the requlirements of the developing countries for
the exploitation of their natural rescurces, despite the fact that the necessary
funds are potentieslly availeble in developed countries. In recent decades, much
debate has taken place in varicus forums concerning those policies and practices
of natural resources enterprises fully or partly owned by foreign investors which
are said to have had side-effects detrimental to the interests of the host
country, and those policies and attitudes adopted in developing countries which
foreign investecrs consider unfavourable to their interests. Cn the one hand, the
Government of the host country, vwhich cowns the natural resources, seeks more
control over the foreign enterprises and a bigger share of their profits, basing
its case on the importance of those resources for the country's economic growth
and the well-being of ite people. Cn the cther hand, the foreign investor, who
possesses investment capital, technology, managerial expertise and marketing
connexions, expresses bewilderment when accused of "despoliation” and
"profiteering", pointing to the risks he runs and the high return on capital in
his owh country, and contending that his investment has beneficial economie,
finaneial and social results for the host country.

30. In the developing countries, the natural target for popular concern and even
resentment has been the older type of concession agreement for the exploitétion of
natural resources under which a foreign enterprise is granted exclusive rights for
the exploration snd exploitation of certain rescurces in a specified area and
shares the production, or the profits realized, with the Government of the
developing country concerned, according to terms which may have appeared reasonable
in the nineteenth and early twentieth centuries, but seem inequitable when judged
by contemporary standards. While such agreements might provide for a measure of
participation by the Governwment or nationals of the host country in the operation
of the enterprise, they usually conferred upon the foreign enterprise full

menagerial control and important rights of ownership. The concessionnaire
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acquired definite property rights of a possessory nature in the surface areas
covered by the concession and became the owner of the natural. rescurces product.
The rights acquired were often exclusive and the concessions frequently covered
very large areas, or even entire ccuntries. The foreign enterprise was directly
regpongible for the exploration and exploitation of the resources, did not share
its know-how with a national enterprise, and tended to operate within an enclave
which isolated it from the local economie and social environment. The host
country benefited only through its participation in profits and its right to
succeed to all properties of the concessionary enterprise when the concession
eventually expired.

3L. In some extreme cases, popular reaction ageingt the alleged scope cf the
power granted to foreign investors under old concesgion agreements has been so
intense as to lead the host country to amend or even to annul the concesgion
agreement unilaterally. Concession agreements have also, exceptionally, been
unilaterally annulled following political upheavals which have radically modified
the private property régime in the host country. It has sometimes been argued
that hasty action by the host Government concerning such agreements tends to
eliminate any possibility of finding a basis for reconciling the interests of both
parties and to deter new forelgn capital from flowing to the country in question
and possibly to the surrounding subregion or region. O©Cn the cther hand, it has
been pointed out that the situation has cccasionally been complicated by an
over-hasty negative response by foreigh investors to a desire expressed by the
host Governument for renegotiation of 0ld concession agreements whose terms
compare very unfavourably with those of more recent sgreements.

32. Generally spesking, however, few important old concession agreements have
remained substantially unchanged for. anything like the long periods of time for
which they were originally concluded. They have been modified by voluntary
renegotistion, becsuse beth parties have acknowledged the need to amend the
agreements, whose terms have become out-dated by the dynamic changes which have
taken place in economic, technological, pelitieal and sceial conditions and
policies, Indeed, in certain instances, dissaticfaction with the o0ld agreement
may have been felt not only by the host country, tut by the foreign investors as

well - for example, because the provisions concerning production commitments were

foon



A /8058
Englich
Page 19

no longer compatible with the real state of the market, or because the price levels
established in the agreement left an operating margin insufficient to allow for
reagonable profits.

33. The spirit of passionate nationalism, which may advcocate uncompromlsing
rejection of foreigh investment while calling for costly investment programmes,
may place a country in a state of indecision. At the present juncture, the
developing countries must seek funds from all possible sources if their peoples’
aspiration to the better life they expect of political independence are to be

even partially satisfied. Malntaining national pride and inviting foreign economic
assistance to supplement self-help efforts need not be mutually exclusive actions.
The assertion and inviclability of political and territorial sovereignty are not
necessarily incompatible with co-operation with private foreign capital.
Harmonious and sustained economic growth, which is the basic aim of the policies
pursued by individual Governments snd by the international community as a whole,
will be fostered by a comblnation of positive natiocnalism, which contributes to
the creation of conditions conducive to economic growth in the host country, and
an imaginative and enlightened attitude on the part of foreign investors, which
will begt serve the latfter's interests in the long term.

34, The substantisl body of public opinion in hosgt countries which, despite the
emergence of radically new political conditions, tends to be basically prejudiced
against foreign investment, whether that prejudice is latent or open, may fail to
give due weight to the changes which have occurred in the conduct and attitude of
foreign investors, partly as a result of thelr improved utderstanding of the
domestic situation in the host country and partly in response tc the evolution

of world public opinion. As the Commission on Internatiocnal Development has
polnted out:

"Dolitical sensitivity ... explains why much discussion of the
economic impact of foreign investment has heen ... clonded by many
misunderstandings. Of the latter, perhaps the most common involves
attempte to measure the balance-of-payments impact of foreign investment
by comparing 'new capital inflow'® with the total profits of the
accumulated foreign investment in the country. Such a compariscn
neglects to tzke into account the reinvestment of profits by forelign
investors in the host country and fzils to note the impact of fureign
investment of export promotion snd import-saving.... The correct way te
look st the balance-cf-payments effects of foreign investment is to ask
what the balance of payments would have been like in Its sbsence.

Ve
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"Once the question is posed in this fashion, emphasizing the need to
take into account all direct and indlrect effects, it becomes apparent
that the key question is the preductivity of foreign investments for
the host economy as a whole. TIn most cases, its contribution goes
beyond the taxes generated by foreign firms &nd payments to local
labour and services. In particular; the contribution also includes
the tranefer of advanced technology into the host economyese.

"Furthermore, in many developing countries, the external economies
radiating from foreign investments involve hotable improvements in
infrastructure and social overhead facilities. Foreign investors can
also stimulate local enterprises through incressed demand, demonstration
effects, and access to foreighn technology and business methods. And
they often assist local supplying companies and train local personnel.” @/

§/ International Bank for Reconstruction aznd Development, Partners in
Development: Report of the Commission on International Development
(New York, Praeger, 1969), pp. 10O and 10l.
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IT. IEGAL FRAMEWORK FOR FCOREIGN FARTICIPATION IN THE EXPLOITATION
CF NATURAL EESCURCES

35. By virtue of and in exercise of their sovereignty, many developing ccuntries
have adopted constitutional and/or general legsl provisions defining the
conditicns on which they are willing to accept foreign participation in the
exploitation of theilr natural resources. However, there are scome countries which
have not adopted such general provisions, and where detailed terms and conditions
for foreign participation are set ocut in individual concession agreements, each
of which is negotiated on an ad hoc basis. The constitutional and general legal
provisions define the framework of rights and duties within which the foreign
enterprises must operate, under the supervision of the Government. The general
legisiation typically establishes the maximum rights and minimum obligations of
foreign interests and allows the governmental authorities concerned wide latitude
to negotiate terms which are deemed to be most advantageocus to the country.
36, In at least cne case, a group of countries have taken action with a view to
harmonizing their respective mining and petroleum laws. The Conference of Heads
of State of the Crganisation commune africaine et malgache (GCAM), (African and
Malagasy Common Crganization), meeting at Niamey (Niger) in January 1963,
requested the Secretary-General of CCAM to arrange for a study to be carried out
as a first step towards harmonization. The study was entrusted to the Centre
europden pour le développement industriel et la mise en valeur de 1l'outre-mer
(CEDIMOM), which prepared a report based on the following considerations:

{1) Prospection and exploration should be entrusted to competent
professionals;

{2) The State should receive an equitable propcrtion of the net real
profits; that proportion should be kept at a moderate level, in view of the
risks involved in exploration;

(5) Contractual =sgreements should be concluded between the State and the
prospecting and exploiting firms, with any eventual disputes being referred to

9/

internstional arbitraticn.=

2/ Europe France (Cutre-mer (Paris, November 196%), p. 1l.
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A. Concessions

37. In most countries the subsoll rights, which are distingulshed from surface
rights, belong to the naticnal domain, and exploration and exploitation rights

may be granted at the discretion of the national Government to foreign individuals,
foreign private companies and companies owned by Toreign Goveraments, but not to
foreign Governments per Ese.—l——Q Concessions are usually limited in duration, since
this makes it eagier to renegctiate terms, facilitates pcssible subsequent
Participation by other companies, and enables the host country to modify natural
resources development poliey while fulfilling its coniractual obligations. In
virtually every case, a concession may be terminated before the date of expiration
1f the obligations entered into by the concessionnaire are not fulfilled,

38. In the case of land, the access of foreign individuals or companies to
ownership or user rights is restricted in a number of countries by means of
exclusion, in terms of type or purpose, area, duration of lease, location, method
cf transfer or any combination of these or similar factors. Aside from outright
exclusion, such access is often governed by discretiocnary grant systems. Sonme
States specifically prohivit the acquisition of land rights by foreigners through
mortgages, inheritance and cther methods distinet from outright purchase or |
lease (for example, Liberia, the Philippines) or by limiting the area which may

be acquired by such transfer (for example, Thailand). Exclusion measures
relating to land are typically embodied in declaratory legislation or
constitutional provisions limiting the types {whether in terms of original
ownership or of purpose) of land in which foreign individuals or companies may
acguire rights, or setting maximum limits 1n terms of area or duration of lease:
such is the case in Brazil, Indonesia, Liberia, the Philippines and Thalland. In
certain instancesg, exclusion may have a geographical basis and exclude foreign
individuals or companies from acquiring rights in land in frontier cor other
strategic areas or specific reserved areas (for example, Bolivia, Ecuador,

Honduras, Mexico, Panama and Peru).

lg/ For example, article U8 of the Constitution of Venezuela states:

"No contract of national, state or municipal public interest way be
entered into with foreign Govermments or assighed to them. TNelther may
such comtracts be entered into with natural or Juridical persons not :
domiciled in Venezuela; ncr assigned to them if signed with third parties.”

foun
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9. ILxelusion may alse have a geographical basis in the case of mineral
resources, including petroleum, but in most instances exclusion relating to such
resources and to other subsoll resources, as well as to water, are based on
requirements for participation by domestic interests. However, exemption Irom
these requirements may often be granted at the discretion of the competent
authorities,

40. Mining legislation do=s not usually cover petroleum operations, probably
because of the differences hetween the expleitation of petroleum and other mineral
resources with regard to the technological and financing regquirements and
scmetimes the attitude of public opindcn, In the case of petroleun, the laws
usually provide for & specific initial period of time for which rights may be
granted and specify the maximum permissible duration of such rights, including
renewal periods, Renewals at the expiry of the initial concession may be granted
on ithe same terms, tut are more usually granted on terms consistent with those of
other concessions in force at the time of renewal, as is the case in Iran and the
United Arsb Republic, Generally speaking, petroleum concessions do not include
the right to expleit commercially other minerals discovered in the area covered
by the concession, The mining legislaticn of some countries imposes & maximum
limit for the duration of mining rights, while in other countries such rights are
granted for an indefinite period. Mining rights are usually granted for cne
mineral or class of minerals: for example, the 1964 mining code of the Ivory
Coast states, in article 33, that "the concession confers upon its holder, within
the 1imits of its perimeter, on or below the surface, the exclusive right to
prospect for and exploit deposits of the substances for which it is granted”.

On the other hand, some laws, such as that of Malaysia, allow the holder of a
mining right to exploit any mineral found within the area covered Ty the
concegsion, with the exception of petroleum or any other mineral governed by a
special régime,

41, Such régimes are aimost always applied in the case of radio-active minerals,
the exploitation of which is usually subject to a significant measure of Government

contrel,  Some States, such as Mexicoyll/ reserve for themselves the exclusive

11/ In Mexico, exploitation of uranium and other agtomic minerals is reserved for
the Comisidn Macicnal de Energia Nuclear by the law of 1965, which established
the Commission, ce

foun
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right to prospect for and exploit such minerals, while others have enacted special
legislation declaring all radic-active material produced in their territory to he
the property of the State. Certain States (for example, Argentina) allow
individuals or private companies to prospect for these minerals and exploit them
commercially, but reserve Tor themselves the exclusive right to purchase the
minerals, In virtually all States whose natural resources include radio-active
minerals, a licence is a prerequisite for the exploitation, use or storage of

such minerals, and radic-active substances cannot be exported without Government

permission,

B, Organization of enterprises

k2, In some States, natural resources can be expleoited only by nationals or by
enterprises organized in the State concerned, For example, the constitution of
Brazil provides that authorizatiuns or concessions for the exploitation of mineral
or hydraulic rescurces "shall be granted exclusively to Brazilians or to concerns
organized in the country". In Honduras, concessions may be granted only to
"individuals or commercisl companies organized or incorporated under Honduran law'.
In kMexico, only Mexican nationals and companies established under Mexican law

can obtain fishing, forestry and mining rights. A similar limitation is applied,
for example, in Iran, Laocs, Syria and Turkey with regard to mining rights, in
Paraguay with regard to petroleum rights, and in Pakistan and the Sudan with
regard to both mining and petrolewm rights.

L3, Some of the countries which require foreign enterprises to be organized

under their laws also require those enterprises to be domiciled within their
territory.  The meaning of the term "domicile" may vary according to the legal
system of the country, but it is generally taken to mean that in order to be
domiciled in a country an enterprise must have its head office there, or at least
the office from which its activities in that country will te directed. This
ensures that responsible officials and the records of the enterprise are physically
within the jurisdiction of the host country, and makes it easier to separate

the enterprise from its counbry or origin if the host country chould initiate a

taking procedure, Some countries which do grant concessions to enterprises
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organized under the law of another country may regquire that these companiss be
demiciled within their own territory; this is the case for mining concegsions

in El1 Salvador and Uruguay and for petroleum concessions in Ecuador and Venezuela.
Ly, Virtwvally every State requires all enterprises, whether domestic or foreign,
which do business within its territory, including those exploiting natural
resources, to be registered, In some countries, enterprises may need the
authorization of the authorities in orfler to register, while in others they are
autematically entitled to do so if they fulfil certain requirements. In Braczil,
Tor example, roreign enterprises must obtain the authorization of the President

in order to register, In China (Taiwan), Colombia, Nepal and Turkey, government
consent is required to establish any Toreign enterprise, and more specific
authorization is necessary 1if the enterprise in question is to engage in the
exploitation of natural resources, In Israel, the Minister of Justice is
empovered to refuse, at his discretion, o allow a foreign enterprise to reglster.
45, The number and nature of the formalities which an enterprise must complete

in order to qualify for registration differ from country to country, but, generally
speaking, the enterprise is required to produce certified papers attesting to its
purvoses and legal formation and the powers vested in its officers. it will also
be called upon to indicate the address of its registered office, to which legal
notices can be sent, and will prohably be expected to name an agent who can
receive such notices. The enterprise may also be required te indicate the names
and addresses and possibly the natvionalities of its directors. Eoth domestic

and foreign enterprises must conply with these basic formalities, but in some
countries additional formalities are imposed on foreilgn enterprises. In certain
countries, such as China (Taiwan), Costa Rica, Libya, Mexico, Peru, the Philippines,
Turkey and Venezuela, an enterprise formed in another country cannot register until
it has produced its constituent documents, duly certiiied by the consul of the host
State in its country of origin, Branches of enterprises domiciled abroad must
often submit a balance-sheel on registering and may be called upon to submit
Pbalance-sheets regularly, Creece and Nicaragua, for example, require branches

of Toreign enterprises operating within their territory to publish or register

their balance-sheets annually. Many countries - for example, Argenting, Beolivia,

R



A/8058
English
Page 26

Brazil, Cambodia, Cosﬁa Ilica, Ecuador, Ilran, Israel, Jordan, Nicaragua,
Paraguay and the United arab liepublic - require forelpgn capital to bte registered

with thelr exchange control authorities,

C. Jurisdiction

46, Persons and enterprises within the territory of & sovereign State are
normally subject to 1ts courts and laws, bul in some countries foreign
enterprises may obtain special Gtreagtment through agreements with the host
country or through a bilatcral treaty between that country and their own
country. On the other hand, some countries state unequivoecally in their
constitutions and legislation that foreigners qanhot be granted exemption

from their laws and are subject to their courts. Many Latin American countries,
Tor example, reject any discrimination in favour of aliens as against their
nationals and, in the terms of the traditional "Calvo clause", expressly state
that foreigners must accept the jurisdiction of the lacal courts and renounce
all claims to the diplomatic protection of their cwn Governments, In certain
cases, foreign nationals, or enterprises who seek the diplometic protecilon

of their own States, are subject Lo expulsion or the forfeiture of their rights.
The Constitution of Mexice contains a typical provision of this kind.

Article 27 states:

9, .. legal capacity to acquire ownership of lands and waters of the

nabtion shall be governed by the following provisions: (1) only
Mexicans by birth or naturalization and Mexican corporations have the
right to acguire ownership of lands, waters and their appurtenances,
or to obtain concessions for working mines or for the utilization of
waters o1 mineral fuel in the Republic of Mexico. The nation may
grant the same rights to aliens, provided they agree belfore the
hinistyry of Yorelgn sifairs to consider themselves as Mexicans in
respect to such property, and bind themselves not to invoke the
protection of their Govermments in matiers relating thereto; under
penalty in case of non-compliance of forfeliture to the nation of
property sc acquired”,
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D. Ixpropriation and cother foms of taking

L7, It is a well-known fact that the fear of possible expropriation or
nationalization tends to inhibit the inflow of foreign private capital and
accelerate its outilow. Conseduently, 1t is necessary for countries which have
assigned such capital a major role in the development of thelr natural resources
to state thelir pelicy regarding expropriation and other Torms of taking in
unambigoous ters, Hany States have adopted constitutional or legal provisions
enpowering then to take over natural rescurces enterprises and other enterprises,
either permanently or tamporarily, through expropriation, nationalization,
confiscation or requisitioning, in "the interest of the State”, or for reasons

"soeial" "utllity" or "necessity'. —The power to take over private

of "public" or
properiy 1s not necessarily exercised in favour of the State; 1t nay be exercised
Tor the benefit of an existing or envisaged private conpany, when this is deemed
to be Justified in the interest of ithe national econcny. However, most of the
constitutions which contain expropriation provisicns state that property may be
expropriated only for the public benefit or reasons of public utility, and that
covipensation shall be paid. In addition, some constitutions speciiy that
Juridical proof of the reasons given for expropriation shall be provided (for
cxample, Cambodia, Central Alrican Republic, Cesta Rica, L1 3alvador, Gabon,
Greece, Haiti, Lebanon, Libya, ladagascar, liorocco, Rwanda, Senegal, Togo)} or

that expropriation shall bte carried oul in accordance with the provisions of the
law or cstablished legal procedures (Jor example, afghanistan, Argentina, Bolivia,
Chile, Colecmbia, Zcuador, llonduras, India, Iraq, uwalt, Libya, Morocco, Pakistan,
Penana, Paraguay, Somalia, Turkey), ‘

L8, Sone constitutions provide that the owner of the property nay contest the
legaiity of the expropriation in the courts. Tor example, the Constitution ol
Zarola provides that the law under wvhich the expropriaticn is carried out nust
nake provision for:

1

.+. Securing to any perscn having an interest in or right over the property
a right of access Lo a court or other gutherity for the determinstion of

his interest or right, the legality of the taking of possession or
acquisition of the property, interest or right. and the amount of any
compensation to which he is enlitled, ard Tor the purpose of obtaining
prompt payment of that compensation",
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49, Bimilar provisions are included in the Constitution of Kenya and those of
[alawi, Sierra Leone and Uganda.

50, Vith regard to nationallzation, the constitublons ol many States (including
Argentina, Bolivia, Brazil, Colcubia, India, Nicaragua, Paraguay, Peru, Syria and
Turkey) provide expressly that private property may be nationalized, but draw

no distinction in that respect between the property of naticrnals and that of
aliens. In cther States, the constitutional basis Tor naticnalization is
provided by clauses relating to expropiriation which do not state expressly how
the property expropriated is to be disposed of. In some caseg, the constitutional
provisions for nationalization are of a general nature and encompass all resources
and/or rieans of producticn, in other cases, the provisions refer specifically
to, certain areas or sectors - for example, public utilities (Nicawvagua).

51. ILepislative measures relating to expropriation or nationalization slress

the actual purpose Tor which the State is taking the property in question and
specify the way in which the State intends to dispose of that property, The
legielative neasures under which a State takes properity for the purpose of
acquiring control over it differ widely as to the form in which the State wishes
to exercise control over the property taken: ownership of the property may be
vested in the State itself, or in the competent units of a federal State, or
ownership and/or operationailcontrol may be vested in a body specially created
Tor that purpose by the State, Some laws express a general intent to
nationalize a given industry or sector of the econcmy at a gilven date in the
future,

52. The Torm of taling known as "conTiscation” usually has a punitive signhificance,
unless the ogwners of the property in question are specifically guaranteed
conpensation, In scme States the constitution prohibits the punitive confiscation
of property (for example, those of argentina, Colembia, Ecuador, E1 Salvador,
Panama, and Peru), In certain countries, such as Bolivia, Parsguay and Uruguay,
the consti*tution prohibits the confiscation of property for political reascns.

In others, the constitution stipulates that confiscation must be carried out
Pursuant to legislative action or judicial decree (often with a provision

relating ©o mandatory compensation}, In some States, punitive confiscation is

/o
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limited to & speciilc type of property or to speciiic offences suchh as treason
(for example, Lthiopia), propagands Tor intrigue ageinst Tthe Govermment by persons
residing abroad (for example, Afghanistan) or to specific groups of persons, such
&5 eneny nationals (for exemple, Nicaragsua)

53. The taking ol property through requisitioning usually takes place under
special circumstances of national emergency, defined in such terms as "war",

1 . . " . - .
domestic disturbances" and '"the restoration of public order"

L, Compensation

54, Most countries recognize the principle of compensation in the case of
expropriaticn, and in many cases the compensation is qualified by such terms as
"adequate", "equitable", "fair®, "full" or "just'. However, some countries,

such as the United Hepublic of Tanzania, provide that only an approved percentage
ol the assessed valuve of the property shall be paid as compensgtion In some cases
the compensation must be paid hefore the property is taken (for exauple,
Afghanistan, Argentina, Bolivia, Brazil, Burundi, Canbodla, Central African _
Republic, Chile, the Democratic Republic of the Congo, i Salvador, Gabon, Greece,
Haiti, Honduras, Lebanon, liadagascar, Panama, the People's Republic of the Congo,
Peru, Rwenda, Senegal, Toge and Urugusy). 1he constitutions ol some other
countries specify that the compensation shall be "timely" (Scmalia) or that it
shall be paid "immediately" (Turkey) or “promptly" (Kenya, ilalawi, Sierra Leone,
Ugande, Zambia,)

55 In most instances the law or decree providing for the talking of the property
Tixes the amount of compensation to be pald or speclifies the principles according
to wilch and the way in which the compensation is to be determined and given.

For example, the Investment Code of Algeria, prouulgated on 15 Septenber 1966,
states that when enterprises benefiting from the Code are taken by the State,
compensation equal to the net value of the patrimonial elements recuperated by
the State shall be paid,

56. In some countries (for example, CGreece) the amount of compensation is fixed
by the courts, In other countries, the constitution specifically states that the

owner of the expropriated property may have recow se to tne courts if there is a

/
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dispute avout the amcount of the compensation or its payment {for example, the
Democratic Republic of the Conge, Ethiopia, Kenya, lialavi, Malta Nigeria.

Sierva Leone, Ugunde and Zeibia). Cerpanasation is usually payable in either

(a) shares or other securities in newly creuted State enterprises or their
operaiional bodies, which are exchanged For shares Tor the expropriated private
enterprlse, or (b) cash or govermient bonds or other negotiable instruments

with varying natvrity periods. Seuie constitutions - those of Brazil and Uruguay,
Tor example — specily that the coupensation shall be paid in cash. In sone
instances 1t is Turther provided that, when foreign enterprises are taken by the
State; compensation shull be paid in the Foreign currency in which the investment
Vus nade Thie constitution of some countrics state expressly that the
compensation paid in case ol expropiriation nmay ve freely trunsrerred abroad.

Tor exanple the Constitution of [enye stales:

"No person vho is ertitled to coupensation under this section
ghall be prevented Iron remititing within o reason.bdle time siter he
has recelved any payisentc ol that compensotion, the whole oi that

iy S
e

payent (Irce Trom eny deduction, charge or tax wade or levied in

respect of 1ts remission) to «ny country of his choice outside Kenya-"
57. Virtually identiccal provisions are to be Tound in the Constitution of
Melawi and that ol Pambis,.
58, A tinme-limit may be set Tor the payment ol compensation - for example, nine
months in the case of algeria, Compensalion is scnetimes payeble in instalments,
and in this case, teoo, tine-limites may be set Tfor the completion of the payuents
(Yor instonce, twenty years in L1 Salvador and ten years in Turkey).  When
coipensation is paid in instaliients, provision is usually made for the puyment
of Interest, vhe rate of vhich is Tixed by law; the Constitution of Turkey, for
cranple, contadns an express provision to this efTect,
£, Some countries have adopted constitutional or legislative provisions stating
Tthat Toreigners are nov entitled to clein any special rights or compensation

&

viich cannet be clained by natlonials of the Siate concerned. Yor example, nost
Lotin American constitutions contain thie so-cclled "Calve clause”, according to
vhichh «liens must suenit to the lavs and courts of the lwst country and renounce
all diplomstic claims. In some casées the constituvion stipulates thal Lhe
property rights of aliens shall lapsc alter @ speciilic period of non-residence,
vhich, in the case of Haiti ior exanple 1s two years.

/
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F, Settlement of disputes

60. Unless special arrangements have been concluded, disputes arising from the
operatlons of & forelgn enberprise are submitted to the courts of the host
country. Special provisions relating o the seitlement of disputes may be
included in laws concerning natural resources, in concession agreements pursuant
to a law authorizing arbitration clauses and in concession agreements in countries
where no general naltural rescurces law exlsts. These provisions may provide for
recourse Lo arbliration (for example, Dahomey, Ghana, Greece, Ivory Ccast,
Mauritania and Senegal). The 1961 Investment Code of Dahomey provides that each
party to a dispute shall nominate an arbitrator, and that a third arbitrator shall
be nominated by agreement between the parties or by a highly qualified authority,
©to be designated in the contract or convention, This authority may be the
highest judicial authority of the country of which the investor is a national,

In Scmalia, all disputes concerning the intcrpretation or application of the

1960 Toreign Investnent Law are to be settled by discussion between the parties
concerned and the Committee on Forelgh Investment established under the law,

IT the dispute is not settled within ninety days, it may be submitted to an
arbitral commission consisting of three members, one nominated by each party and

a third by the irst two arbitrators or by the President cof the Supreme Court.

In soue cases (Tfor example, liadagascar) an arbitrator may be drawn by lot Irom an
officially approved list.

61. In an increasing nuuber ol cases, investment contracts between host countries
and Toreign investors refer 1o the Convention on the Settlement of Investment
Disputes between States end Natlonals of Other States, or to the International
Centre Tor the Settlement of Investnent Disputes (ICSID). The Convention was
Tomulated by the Dxecutive Directors of the International Bank Tor Recconstruction
and Development (IBRD) on the instructions of the Board of Governors of IDRD and
with the assistance of internaticonal legal experts convened first in several

regional meetings (as Addis Ababa, Bangkok, Genevs and Santiago de Chile) and

finally in a world-wide meeting in Vashinguon. It was opened for signature by
the lienber States of IBRD on 18 larch 1965 and entered into force on

14 Qctober 1966, at vwhich time ICSID came into being as & non-financial member

o
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of the World Bank group of organizations, As of 1 July 1969, sixty-one countries
(forty=-Tour of them developing countries) had signed the Convention, Of these,

fifty countries (including thirty-eight developing countries) had deposited
instrunents of ratification to become contracting States.lg/

62. The Convention creates the possibility, always subject to the consent of both
parties, for a contracting State and a foreign investor who is a national of
another contracting State to settle any legal dispute that might arise out of such
an investment by conciliasiion and/or arbitration before gn iupartial, international
Torum, The Ccunvention specifies the circumstances undér which disputes may be
submitted to the Centre and the method by which conciliaticn commissions and
arbitral tribunals are to be constituted and conduct their proceedings.

63, Proceedings before the Intermational Centre may be initiated either by the
host country or by the Toreign investor acting in his oun namne and on his own
authority and without sponsorship of his Govermment, Recourse to the Convention
is voluntary, unless and until a State party to the Convention has consented to
such proceedings with regard to a specific dispute or for all investment diéputes
unéer an agreasent with a given investor or, generally, under a law, a treaty or
other separate instruaent, The investor's agfeement is similarly required where
the host Goverrnment wishes to proceed against him, Once both parties have agreed
to arbitration by the Centre, they are, under the Convention, irrevocably bound

to carry out their undertaking and abide by the arvitral award.

Ag/ The fifty countries vhich had ratified the Convention as of 1 July 1969 are
the following:

Developed countries: Demmark; TFrance; Germany (Federal Republic of);
Icelands Ireland; Japan; Netherlands; HNorway; Sweden; Switzerland;
United Kingdom; United Siates.

Developing countries: ATghanistan; Cameroon; Central .frican Republic;
Ceylon; Chad; Chira (Taiwan); Cyprus; Dahomey; Gabon; Ghana; Greece;
Guinesa; Indonesia; Ivery Coast; Jamaica; Henya; Xorea; Malagasy Republic;
Hedawl; Malaysia; Mauritania; Iiasuritius; Morocco; Nepal; Higer;

Nigeria; Pakistan: People's Republic of the Conge; Senegal; Sierra Leone;
Singapore; Sowalia; Togo; Trinidad and Tobago; Tunisia; Uganda;

Upper Volta; Yugosliavia,
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AL, Other facilities for the settlement of invesumont disputes wre also availlable,
In 1562, the Internationsl Bureau of the Permanent Court of Arbitration at The Hague
issued its "Rule of arbitraiion and Conciliation for Settlement of International
Dispuces hetween Two Parties of vhich only one is a State” and decilared that the
Court's Tacilities were available to Gtates parties to The Hague Conventions and
to investors, regardless of whether they wished to select arbiirators from the
Courtis panel oI now. Similarly, the arbitration Tribunal of the International
Chamber or Commerce has for a number of years been used Tor the arbitration

of investment disputes,

65, Another method of settling disputes resorted to by Covernments and foreign
investors is by conclliagtion, In this case, the parties often need ne more than
a third party in wvhom they have Tull confidence to help them settle their
difTerences, In some cases tlie Tact-Tinding funcition of conciliation may by
itsell lead to an emicable settlement, I% has been Tound that in most cases

the parties do in fact accept the conciliatoris recommendations.

G. Protection of Toreipn investment

66, liany developing countries have adopted constitutional or legislative
provisions or lgsued policy statenents giving forelgn investors assurances against
the taking of their property and/cr transfer risks. In China (Taiwsn) the scope
of the assurances given depends on whether the Toreign investor holds a majority

or minority interest in the protected enterprise; in the Torper case, the Law on
Investrent by TForeign Nationals conitalns an outright commitment against
nationalization or cupropristion of the enterprise for the first twenty years of
cperaticn; in the latter case, there is no such undertaking, bul the foreign
investor iz assured of reasonable coupensation i1f the enterprise is nationaliized

or exprepriated "because oi national defence needs', The Investment Code of
Guinea generally gssures foreigh investment against "all spollation" and provides
that where an enterprise has to be taken over by the Govermment because of "vital
necessicy for the national econony” the price to be paid will be “Tfreely agreed

by the parties", The investment laws of Somalia and the countries of the

bast African Common Services Organization {Xenya, Ugunda and the United Republic of
Tanzania) expressly prohibit the expropriation of an approved enterprise, except in

case of war or' by reason of public interest. co

Joon
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67. In order to lend greater welght to their promise to protect the interests

of foreign investeors, many developing countries have ambodied their assurances

of protection in bilateral treatles with capital-supplying countries, Genecrally
speaking, these treaties may be assimilated to one of two maln types. The

first type, in use since the late 1940s, is in fact a new version of the
traditional comprehensive commercial treaty of "establishment' or of "friendship,
cormerce and navigation", adapted to include provisions concerning
nen=discrimination azainst nationals of the other contracting party and the
payment of pronpt, adequate and effective compensaticn in the case of any measure
of requisition, disposal, limitation, restriction or expropriation affecting the
property, rights and interests of nationals of the other contracting party. This
type of treaty has been used by Japan, the United States, the Federal Republic of
Germany and the United Kingdom.

08, The last-naned two States, and other capitsl-supplying countries, have also
uset the second type of treaty, which has been developed more recently and is
more specilalized 1n that it deals specifically and in greater detail with the
promotion and protection of Jorelgn investment. #g an example of the second
type, we nmay cilte the Conventicn concerning Dncouragement of Investment of Capital
and Protection of Froperty concluded betveen the Hetherlands and Tunisia,

article 3 ol which reads as Tollovs:

Mihere one Party expropriates or nationalizes property, rights or
interests belonging to individuals or bodies corperate being naticnals
of the other Party or takes against them any direct or indirect measure
of dispossession, it shall nake provision lor the payment of eifective
and adequate compensation in accordanece with international law. The
amount of such compensation, which skall be deternined at the time of
the expropriaticn, nationalizalion or dispossession, shall be paid
without undue delay to the porscon entitled thereto, The smount of
such conpensation shall be transferred promotly, iieasures of
expropriation, nationzlization or dispossession may however not be
discrininatory or contrary to a specific uvndertalking, "

69, It way be noted thal commercial treaties concluded between developing
countrics also provide for the reciprocsl protection of the interests of the

nationals ol the contracting pariies, For cxample, ke Treaty of Commerce

=

concluded between India and Afghanistan provides, in article 3, that:
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“"The properties, of vhatscever description, of the nationals of
cither contracting porty shall not be selzed oy confiscated except rfor
regsons of public interest and only'if real and Jjust compensation is
glven to then Tor such expropriation.’
TO. Partly on the basis of the aforementioned agreements with developing countrias,
gsone capital exporting countries have established bilateral guarantee schenes

to protect their naticnals who invest in developing countries against the major

13/

non-conmercisl risks,

II. Conservatlon measures

T1l. Conservation megsures are essentlal to ensurc that natural rescurces are
developed in g mnanner consistent with the economic lnterests of the couniry
concerned, and the health and vell-beling of its people.

Y, ..natural resources wust be used, but used in such a way as to
get the maximun good from th6@5 ©o auch*h the supply as far as 1t can
poseibly go and, with most réesources, to replenish then at the sane time,
: I : L - Lodh/
g0 that they will continue to furnish the necessities of huan existence

T2, For example, many countries have enachted lepilslation designed to ensure the
renewal of Tforest resources which inposes certain obligations concerning felling
and replanting on ovners ol private Torests and on licensees or lessees ol public

Torest lands,

et e e e g

lj/ Toreipn Inveu trent dAn Developing Courtries (United Nations publication,

Sales Mo.: B,0B.IL.D.2).
i/ Science and fechnology for Developrent:  Volume IT, Natural Resources, 15653
(United Wations publication, Sales Wo.: 63.L1.22), p. 12.
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IIT., CONTROL OF FATURAL RESOURCES ENTERPRTSES

T5. In order to be successful in their search for new foreign capital and know-how
for the development of their natural resources, the developing countries must try
to harmonize their desire to maximize national control over and profits from that
exploitation with the legitimate interests of foreign investors, whose Invegtment
decisions are based on the security of their capital and the monetary returns to
be derived from it. The host country's fear that foreign interests will exercise
undue Influence over ite economy and will interfere with its domestic and foreign
policies is matched by the foreign investors' fear that the Govermment of that
country will interfere unduly with the operations of the enterprise.
Tit. The exploitation of natural resources often requires encormous amounts of
capital and involves high risks. Congeguently, it is usually carried out by
branches or subsidiaries of large international firms. These branches or
subsidiaries wield considerable econcmic power in the host country - on the one
hand, becguse they are major sources of salaries and wages, major contributors to
the Govermment's revenue and often major purchasers of domestic goods and, on the
other, because they are backed up by their influential parent companies which have
at their disposal vast reservoirs of capital and technology and control immense
distrivution networks. Host Govermments ‘have become inereasingly concerned about
the possible impingement of that power on thelr sovereignty and about theilr ability
to crient the policies and activities of natural resources enterprises in the
manner they deem most beneficial +to their peoples. The enterprises, for their
rart, often contend that too large a measure of govermment intervention in their
activities tends to limit their commercial fresdom of metion and impair the
economric efficiency of thelr operaticns, to the detriment of the host country as
well as of their shareholders.
5. Concern about the degree of influence exerted by foreign capital on the
national econcmy is not confined to developing countries; it is felt even in
developed countries, as is shown by the following passage frcowm the final report of
the 2958 Royal Commission on Canada's Economic Prospects:

7... the benefits of foreign investment that we have mentioned are real
and tangible. It is more difficult to state in similarly precise terms what

the dangers are in the present situation and what conflicts might occur
between the interests of Canadians and the interests of the foreign owners of

Joen
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wholly-ovwned subsidiaries of foreign companies operating in Canada. In the
course of the Commisgion's hearings, concern was expressed over the extent to
which our productive resources are controlled by non-residents, mostly
Americans. Many Canadiang are worried about suchh a large degree Of sconomic
decigion-making being in the hands of Canadizn companies econtrailled by
non-regidents. This conecern has arisen because of the concentraticn of Toreigh
ounership 1ln certain industries, becausze of the facl that most of it is
centred in one ccuntry, the United States, and because most of it is in the
form of equities which, in the ordinary course of events, are never likely to
we repatriated. Some people think it ig foolish to worry too much abut the
possible dangers of foreign investment in thisg country. However, the contrary
opiniong on this sgubject waich we have mentioned do in fact exiest and if a
period of political or economic instability should occur they wmight develop
intos demands for restrictive or discriminatory action of an extreme kind, the
conseguences of which would be unfortunate for all concerned. }j/

7o, More recently, on 2 March 1970, the Government of Canada announced that it
vould not permit a company controlled by forelgn interests to buy a dominant
interest in Canada's biggest uranium mine. The Government wae thought to have been
"oushed in that direction by public opirion" which "had become increasingly
concerned about the effect of foreign ownership on Canada's political

15/

concern", it was expected to "continue to distinguish between new investment that

independence". Although the Government of Canada was believed to "share the

adds to jobg and production and takeover investwent whose principal effect iz to
transfer control outside the country”. In effect, the Prime Minister has said

"I am not an econcmic nationalist and I believe that the whole device of nationalism
is an impoverished one”. He has also emphasized that "if we keep out capital and

keep out technology we won't e able to develop our resources and we would have to

cut our standard of consumption”,lz/

A. Extra-enterprise control and intra-enterprise control

77. In order to be appreciated properly, tke guesticn of contrel must be placed in
the appropriate perspective. Host Governments, by virtue of their sovereignty,
pogsess means Of controlling the policies and aclivities of natural resources

enterprises fully or partly owned by foreign investors through a wide gamut af

15/ Royal Commission on Canada's Economic Prospects, Final Report {Ottawa, 1950),
pp. 389-390.
The New York Times, L March 1970.

15/
17/ Ibid.
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devices, such a8 tax measures, wmonetary measures (including foreign exchange
control), import licensing, export regulations and administrative procedures.

These means of extra-enterprise control enable the Govermment to exert congiderable
influence on the decision-making process within the enterprise. The Government
may well decide to utilize these extra-enterprise means to the full before
determining whether the desired degree of contrel can be achieved only by
intra-enterprise means, that is, by acauiring a porticn of the equity of the
enterprise or increasing the pbrtion it already possesses.

78. The Govermment may well conclude that the effective application of an
appropriate combination of fiscal, monetary and foyeign trade measures will for the
time being yield the desired degree of control. In drawing that conclusion, the
Government mey well have taken into account the fact that effective intra-enterprise
governmental control depends upon the presence on the Board of Directors of
representatives who are fully conversant not only with domestic lawe and business
practices but also with the technical intricacies of the industry and the complex
business practices of the large international firms which handle the exploitation
of natural rescurces and the marketing of natural resources preducts.

72. The host Goverrment may not be in a positicn to exercise genuine
intra-enterprise control unless and until its representatives on the Board of
Directors have the training and experience that will enavle them to exert a real
influence on the formulation of the company's ecconomic plans and the taking of its
managerial decigions. Otherwise, the influence of the host country representatives
may be more apparent than real, since it will in practice tend to be limited to
such matters as prices, the employment of nationals, and wages - <bjectives which
could be attained by extra-enterprise control through a combination of restrictive
regulations and fiscal incentives.

80. If the Govermmeut decides, for whatever reason, that it wishes toc increase

its degree of control over the enterprise by increasing its intra-enterprise
control, it will have to regolve two fundamental questions. The first relates to
the opportunity cost of the funds to be contributed by the Government. When a
host country wishes to azcquire equity in an existing cor envisaged natural resources
enterprise it may contribute land {in the case of agricultural ventures), subsoll
rights (in the case of mining and petroleum.ventures), fishing rights in

territorial waters, and/or funds. The latter may be paid from existing financial

/.
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resources or from future financial resources {(mainly dividends of the enterprise
concerned ). If the Government contemplates contributing present or future funds,

it must weigh carefully the advantages of investing them in the enterprise
concerned, for which forelgn capital may be available, against the benefits to be
obtalned by assigning them to other priority needs for which external finance is
not readily forthcoming. In particular, where exploration is involved,
consideration must be given to the likelihood that the exploration efforts may be
unsuccessful or that any mineral or petroleum deposits that may be discovered may
not be economically exploitable. Of course, it is not always vroper or advisable
for the Government to zssess the desirability of contributing funds to a natural
resources enterprise in a purely economic context, isolated from the broader
context of the netional development plan.

81. The second guestion is that of the possible deterrent effect of Government
insistence on acquiring a controlling interest. The Government will have to
decide whether the pclitiecal and economic interests of the country are better
gerved: (a) by acquiring such an interest, even if this tends to act as a
deterrent to the flow of forelign capital and technology and hence to reduce the
country's rate of ecconomiec growth; or (b) by accepting for the time being the
contimuation of the existing degree of control, in order to attract more foreign
capital and know-how, which will generate a higher rate of economic growth and
enable the host country to accumilate the capital and know~how which will in the
long run enable it to operate natural regources enterpriges by its own means.

82. Irrespective of whether a Uovernment decides at a given stage to content
itself with extra-enterprise control measures or prefers to seek a significant
share of intra-enterprise control, the fact remains that the attainment of
economic independence makes it necessary for a developing country, in the long
run, to acguire a majority interest in natural resources enterprises partly or
fully cwned by foreign interests. Historical precedents for this process are
providad by countries now regarded as developed -~ for example, Italy, which iIn
the late nineteenth and early twentieth centuries received capital and know-how

18/

from the more industrialized Buropean countries.

18/ Inter-American Economic and Social Council, "The role of foreign private
investment in the development of Letin America" (OFA/Ser.H/X.14 CIES/137L and
433.) (Washington, D.C., 20 May 1969), p. 286.
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B. Main featupes 2f contemporary conlractial arrcngscents
o,

83. During the past two decades, the proposals made by the Governments of several
developing countries with a view to establishing a broader co-operative basis for
their relationships with ratural resources enterpriges, particularly those
concerned with mining and petroleum extraction, together with the positive response
to those proposals by many of those enterprises, would seem to indicate that
despite peast divergencies of view, areas of reconcilistion can be found when both
sides acknowledge thelr interdependence. The policy adopted by developing
countries with regard to new contractual arrangements for the development of
natural resources varies according to each country's over-all policy towards
private property, its stage of econcmic advancement, the size and influence of its
domestic business sector and the attitude of its public opinion, which is moulded
by various historical, political and economic factors.

8h. Contemporary arrangements for natural resources development tend to divorece
management from ownership by granting foreign interests broad but not unlimited
managerial control of the enterprise concerned, without concomitant ownership
rights. This i1z achieved by a broad spectrum of contractual arrangements, ranging
from agreements under which foreign interests exercise the maximum permissible
managerial control to sgreements under which the foreign enterprise sells its
know-how to a national agency entrusted with the development of a natural resource.
85. At one end of the spectyrum lie arrangements which resemble the traditional
concession agreement in that foreign interests provide all the capital and know-how
ard manage and direct the enterprise, but differ from the traditional agreement in
the following ways: the activities of the enterprise are made more competible

with the priorities of the national development programmes cof the host country; the
Government of that country plays a greater policy-meking role and receives a larger
share of the profits; and the national labour force recelves higher wages and more
fringe benefits and training. In the case of mining or petroleum concessionsg, the
concessionalire may be required to process at least a sizable part of the extracted
product in the host country. Very often the enterprise estsblished under this type
of agreement is a jJjoint venture between the foreign investors and the host
Government or a governmental agency, in which eguity in the enterprise is acguired
by the Govermment 1n exchange lor concesgion rights, cr by the agency in exchange

for concession rights vested in 1t by the Govermment. Recent petroleunr agreements

[oe.
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contain a clause under which the concessionaire accepts the obligstion to
relinguish, according to a predetermined calendar, the unexploited portions of the
area covered by the concession agreement so as to release them for other
concessionnaires. The agreements may also contain restrictions on the way in
which cutput is evaluated and the revenue disposed of. They may also contain a
"most favoured nation” clause under which the host country may claim terms as
advantagecus as those offered to other countries.

36. 1In those arrangements which require the foreizn enterprise to provide all

the capital and know-how needed to carry out an exploration prograrme whose cost
will be reimbursed only out of produvetion, the risks have often been greater than
& single company has been willing to assume, and in many cases the result has been
the creation of interrnational consortis in which the risks are shared by a number
of companies. Moreover, in a number of major natural resources projects the
capitel and know-how provided by foreipn private consortia have been combined with
substantial capital contributions by public international or national finaneing
institutions. These arrangements have greatly allayed the host country's
apprehensions concerning domination of its economy by foreipgn interests and
egpecially of dominatlon by one foreign country, and have also reduced the forelign
investors' fear of possible commercial and non-commercial risks.

87. The other ernd of the spectrum is represented by arrangements under which
natural regsources are developed directly by an agency owned by the Government

of the host country, which concludes with a foveign enterprise a countract for the
provision of know-how needed Lo carry out all or certain parts of a programme for
the exploration and exploitation of the resources. Under such an arrangement, the
govermmental agency acquired know-how like any domeatic enterprise which has
eoncluded a technical services agreement with a foreign firm, and the forelgn
enterprise supplying the know-how incursg iittle or no financial risk.

83. The rest of the spectrum is occupied by a whole range of arrangements
tailored to fit the requirements of the host country, which combine, in varying
proportions, the essential features of the two above-menticned terminal types. It
should be noted that variocus types of agreement may be found in the same country.
89. The wide variety of new contractual arrangements described in part two of the
study show how arrangements which separate broad managerial coantrcl of natural

resources enterprises from ownership of natural rescurces can enable developing

/e-
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countries to obtain needed capital and know-how and a larger share of the profits
of such enterprises while significantly allaying the people's concern about
foreign domination of the national economy. These arrangements have been
particularly useful tc govermmental agencies, permitting ther in many cases to
acquire the technical and managerial skills they need in order to exert increasingly
wide and effective control over the expleiteticn of natural resources. Both public
opinion and Tusiness and official circles in developing countries now favour Jjoint
ventures between foreign and domestic investors over wholly foreign-owned
erterprises. From the poinit of view of foreign investors, participation by
demestic interests, which gives the venture a national colour, may tc some extent
reduce the likelihood of political risks.

90. The trend tcwards joint venbures has increased considerably in the past
decade. In the case of manufacturing industry, joint ventures have associated
public and/or private domestic capital with forelgn capital. In the case of
natural rescurces enterprises, however, the level of capital investment reguired

is such that in almost every case the jolnt ventures have involved, on the
domestic side, only Government funds. Indeed, in meny cases, the Govermment has
not provided funds, but has received equity in exchange for mining rights or
against future payments out of dividends. PFurthermore in oil concessions where the
Govermment is to be a partner in the exploitation of petroleum deposits, the
Govermment usually doces not contribute to exploration costs and buys equity in the
producing company which is not established until oil has been discovered in

commerceial guantities.
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Iv. PROFIT-SEARING BETWEEN HOSI' COUNIRIES AND
NATURAL RESOURCES ENTERPRISES

91, The question of intra-enterprise contrel has oiten been raised by host
countries not as an end in itself, but as a means of obtaining a greater share

of the profits earned by natural rescurces enterprises. When raised in this
context, the question of intra-enterprise contreol may relegate to the background
the profit-~sharing issue, which may well be the real bone of contention. TWhile it
is a Tact that increased equity ownership confers the right to an increased share of
the profits, it is alsc true that host countries, through the exercise of their
sovereignty over their natural resources, can attain similer results by other means
{for exgmple, increased taxes, higher land rents and higher royalties).

92. In most developing countries, natural resources represent by far the largest
source of wealth. The larger the enterprises engaged in the exploitation of

those resources, the greater their contribution to the gross domestie product of
the host country and the greater may be the pressure from the population on the
Government to seek from the enterprises an even larger financial contribution to
the country's cver-all economic growth and social progress. Another major factor
which may lead the Government to seek a greater share of the profits of natural
resources enterpriges is the more advantageous terms obtained from another
enterprise exploiting the same resource in the host country, or obtained by other
countries from enterprises engaged in the exploitation of similar resources. A
thirdéd possible factor is the nature of the resources concerned; if they are non-
renewable, the Govermment may well feel that insufficient weight was accerded to
that fact in determining the current profit-shering formula, or that the enterprise
has not made sufficient efforts to avoid unnecessary waste. The Government may
also feel that it is entitled to increased profits in order to perform certain
conservation functions which would normally be the responsibility of the enterprise,
but may have been neglected by the latter, for example, replacement of surface scil
in the case of open—cast mining, control of envirormental pollution, systematic
reforestation and so on.

93. ©On the other hand, the natural resources enterprises, demestic or foreign,
must make a profit in order to be able to continue their activities, and the

conditions of competitive business and Tinancial markets (including the trading

[eos
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of the enterprises' shares on the stock market) place them under constant pressure
to increase their profits. Furthermore, natural resources enterprises which are
branches or wholly-owned subsidiaries may be constantly urged to make a maximum
contribtution to the consolidated profit-and-loss accounts of the parent companies
and their affiliates,

9k, In these ecircumstances, disputes have oiten arisen as a result of the conflict
between the Government's determination to maximize total payments received from the
foreign investors and the latters! ingistence on reaching or maintaining a return on
their investment which they deem commensurate with the risks taken and at least
equal to the returns earned by those who invest in similar enterprises. It is not
easy to divide the profits of an enterprise between the host country and the foreign
investors in a way that both sides consider equitable or reasonabtle. The
difficulty stems from the fact that the profits of one party can be increased only
by reducing those of the other, except when the foreign investors, by paying
increased income tax in the host country, can reduce their tax ligbility in their

owrn country.

A, Profit-sharing formulae

95. Within the framework of a given activity, the concept of what constitutes an
"equitatle" or '"reasonable' profit-sharing formula varies both in time and in space.
First, it varies according to the epoch. For example, in the case of petroleum
exploitation the concession agreements signed in the 19%0s usually provided for the
payment to the host Government of a royalty of four gold shillings per ton of crude
0il, plus other fixed payments such as rentals, commutation tax ete., which ‘'came

19/

to an average of nearly 50 per cent of the profit'. Subsequently, however, oil
prices rose, leading to higher company profits, while the "frozen gold prices” paid
to the host Governments remained static. In 1948, Venezuela managed to secure from
the oil companies an arrangement whereby the Government of Venezuels would, by

various means (including royalties and income tax), be guaranteed a minimum of

19/ Zubayr Mikdashi, A Financial Analysis of iiddle Bastern 0il Concessions:
16C1-65 (New York, Frederick A. Fraeger, 1966), Dp. 1%5.

[oes
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50 per cent of the profit. From the point of view of the United States oil
campanies, which negotiated the first fifty-fifty agreement, the fifty-Tifty
formula had the advantage of enabling them to claim income tax credits in the
United States on the inccme tax paid in Venezuela.

96. The Tifty-fifty formula became standard during most of the 19508 and was
héiled by the oil companies as an arrangement "connoting & sense of partnership,
equality and fairness".gg/ In 1658, the President of the Standard 01l Company
of New Jersey, the largest oil company, stated:

"The Ffifty-fifty represents a tested principle for maintaining an
equality of interest through all the aspects of an inevitable complex
relationship intended to endure for many years." 21/

9T7. A similar view was expressed in the same year by an executive of another
major oil company, who declared:

"Investment is made in the expectation of profit in relation to the
risks involved. 1t is evident to the Middle Eastern authorities that it is
not in their long-run interests to squeeze the life out of the companies now
operating in the Middle East. Not only would they kill the geese that have
been laying them golden eggs, but they would certainly discourage any other
geese from walking into the barnyard.” 22/

98. However, in August 1957 there had glready been what was, in faect, a departure
from the fifty-fifty formula, when Iran signed an sgreement with AGIF Mineraria,

a subsidiary of Ente Nazionale Idrocarburi (ENI), the Itelian Government-owned
company, maintaining the principle of a fifty-fifty division of profit between

the Govermment of Iran and the preducing company, but providing for joint
ownership of' the latter, on an equal basis by AGIP Mineraria and the Government

of Iran, which was thus entitled to 75 per cent of the profits.,

99. The first formal departure from the fifty-fifty formula came in December 1957
when Saudi Arabia signed an agreement with a Japanese-owned company, the Japan

Petroleum Trading Company, under which Saudi Arabia was to receive 56 per cent of

20/ DTetroleum Press Service (London, March 1958), p. 81,
21/ Quoted by Zuhayr Mikdashi, op. cit., p. 141,
22/ Ibid., p. 1h2.

fooe
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the profits. In 1958, Kuwoit signed an agreement with the Arablan 011 Comnany,

] by .4

which the Japon Petroleum Trading Company had established to exploit its Saudi
Arabian concession, under vhich Kuwait was to recelve 57 per cent of the profius,
not only on operations conducied by the foreign entervrisa in Kowalt but zls

on operstions carried out abroad, that is, the trensportation, refining and
marketing of the oil produccd in Kewait. Kowait was =lso entitled to take un

10 per cent of the operating company's shares at par value. Soon ofter, tho

grocment betwecn Saudl Arabia and the Arsblan 01l Comna

ra

ny wee amended to sive

Saudl Arabis the same Terms as Kuwait.
100. Also in 19583, Iran eatered into two cornbracis, one uith the Pan Americeon

0il Company end the other with Sapphire Peliroleunm Ltd., vhich, like the

s

zgrecnsnt: with AGIP Mineraris, provided that 50 per cent of the cperating
compenies! wrofite were to be peid to the Government while the remsinder was
to be shored equally by the ouners of those coupanies, namely the Government- ouned

National Tronian 01l Company ond Pan American 01l Comparny and Sapphlre

iy

Petroleum Litd.

101. Looiing back at the pericd, the Shah of Tran wroutce in 1960:

"My mind was mede up that we should receive & much better scale of
royalties. Ags T =aw it, the fifty - Tifty had outlived its usefulness and
wos out of tune with our nationslistic aspirsbtinsng. T was sure we could
improve vpon 1t...... Tz do not want to kill any goose which lays
golden eggs that benefit my country, bulb we Intend to regulate each
goose's behaviowr in the public interest Thoso who still worship at
the altar of the old fifty-fifty Tormula seem to that if they do
not hang together in support of it, as far as profits go, they will hang
separately. Bubt any meglc the old formula may have had 1s gone for cver;
av rooders and I will not have to wailt loapg to see i1t disappesr as =
soverning standard in the world of oil." 23

1¢2. The SBhah's prophecy came ftrue; many conecession agrecments signed in recent
vears provide that the host country shall receive, in onc form or ancther, cs
mich as 70 to 75 per cent of the profits. For cusmple, "Veneguela is aliready
estimated ©o get 72 per cent of net oil receipts and may hope Lo increase this

— 24/
- g . 7 o A | P
to O0-90 per cent by means of Lhe /serv1ce/ contractdts Similarly,

23/ Mohamaed Riza Shah, Mission for My Country (Lendon, 1S61), vp. 279, 200
and 202,

) - r ‘ —
gi/ Resources Tor the Future, Inc., Resources, No. 33 (New York, Janiary 1970),

p. 15. ’
/--.
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the Government of the United Arab Republic, which participates on a

fifty-fifty basis in joint operating companies for the exploitation of oil within
its territory, receives 75 per cent of total profits, 50 per cent in the form of
rent, royalties and taxes and 25 per cent as dividends on its shares in the
producing company.

103, The fifty-fifty profit-sharing formula has become quite common in the mining
industry and might in many cases be said to constitute a minimum for the granting
of new concessions, For example, under a 1969 concession granted by Botswana to
De Beers Consolidated Mines, Ltd.,, the profits from the production of diamonds will
be shared on an approximately fifty-fifty basis., In Chile, copper-preducing
enterprises must pay a 50 per cent tax on profits, which, combined with the policy
of "Chileanization" of copper-mining activities, ensures that the Government will
receive substantially more than 50 per cent of each enterprise's profits, the
actual amount in excess of the 50 per cent depending on the extent of its
participation in the equity of the enterprise, which is to be between 21 and

51 per cent, In the Democratic Republic of the Congo, the Government holds 60 per
cent of the equity of the Générale congolaise des minerais (GECOMIN), established
in 1966, and will thus receive at least €0 per cent of the dividends, Under a
concession for the exploitation of bauxite deposits in the Boké region, the
Government of Guinea, which holds 49 per cent of the equity of the Compagnie des
bauxites de Guinde, is to receive 65 per cent of the company's profits, In 1969,
Zambia acquired 51 per cent of the equity of the copper-mining companies operating
in that country which, combined with taxes, will give the Government about 73 per
cent of the profits,

10%, However, these percentages do not always give a complete plcture of the
benefits received by the host country and hence cannot in themselves be used as

a basis for comparing the terms obtained by various countries, TFor examyle,
Guinea, in the case mentioned above, has undertaken to construct expensive
infrastructure works for the Boké bauxite project, which will cost it $&0 million,
The gervicing of the lecans contracted by the Govermment of Guinea to pay for

these works will naturally reduce its over-all profits from the Boké project,
Conversely, there are cases in which the host Govermment holds no equity or

only a small percentage of the equity in a natural resources enterprise, but

receives a substantial proportion of the profits in the form of rents, taxes and

eee
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royalties end, in addition, benefits from costly infrastructure works (such as
roads, railways, ports, housing, hespitals) built by the enterprise at its own
expense, It is thus clear that the measurement of the share of the over—-sll
benefits received by the hest Govermment is a complex calculgtion which cannot be
based solely on equity participation and direct taxes, but must slsoc take into
account such factors as the construction of infrastructure works, the amount paid
to nationals by the enterprise in sslaries and wages snd sO ON.

105, Within the framework of the same activity, the concept of what constitutes

en "equitable" or "ressonable" basis profit-sharing formula mey alsc vary from
country to country. However, Governments have shown an inereasing tendency to
keep themselves informed of the terms and conditions offered tc or obtained by
other countries, especially these in the same region, for the expleoitation of
regsources of the same nature, with s view to ensuring that they themselves secure
terms as fgvourable as those given elsevhere. for example, since the 1950s

Middle East oil concessisns have tended to contain a "mosi-favoured-nation" clause,
providing that the host country 1z entitled to seek renegotiaticn of profit-sharing
formulas sheould other countriles in the region obtain a larger percentage of prefits.
On the other hand, the large internatlonsl companies, reslizing that the granting of
more advantageous terms to one country will lead tc pressure from other countries
for simllar treatment, tend to do their best to harmcnize the terms they offer, 80
a8 to avoid‘setting precedents that would be disadvantasgecus to them. These
efforts may be frustrated by the activities of smaller, independent companies,
which are prepared to cffer more advantagecue terms in order to secure or diversify
their sources of supply. For example, the oil industry in Venerzuela was dominated
by the mejor international oil companies until 1956, when smaller United States
ccmpanies, anxious to acguire crude oil at g price lower than that prevailing in
the United States, made higher bids than the international companies Tor the

concesglons auctioned off by the Government of Venezuela,

The guestion cof the bases for the calculation of profit

1C6. Another mejor cause of dispute has been the definition of the bases on which
the profits are to be calculated - in other words, the definition of the concept of

"profit".  Both parties have readily agreed that, in accordance with universal

Foee
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commercial practice, the cost of materials, wage and salasry psyments to employeeé
snd interest on lcans should te consldered as normel costs and deducted from the
enterprise’s sales revenue before profits are calculated for income tax purposes,
althcugh the hoet countries have questioned the amount of interest paid on loans
from parent or reiated companies end the size of the emoluments paid to senior
foreign enterprise personnel in the host country and to personnel at the parent
company 's headquarters reputedly handling operations relating to the activities of
the enterprise.

107, However, opinions concerning the treatmsnt of royalties have difTered widely.
The foreign enterprise usually prefars to consider royalties not as costs but as
part of the Government's share of the enterprise’s profit. The Government, on the
other hand, tends to insist that the royslties should be considered as current
costs and deducted from income before the enterprise'!s profit is calculated. In
1964, the member States of the Orgsnization of Petroleum Exporting Countries
reached an agreement with the oil compenies whereby the latter agreed to treat a
gradually inereasing proportion of royalties as costs, which thus would be deducted
from their income tefore the calculation of prefit. There have also been
differences of opinion as to whether changes In the evaluation of inventories due
to price fluctuations, marketing expenses incurred by parent ccmpanies and in some
cases even surveys and exploration should be cconsidered as costs.

108. Even greater difficulties have arisen in the case of natural resources
enterprises belonging to vertically-integrated corporate complexes. In the
absence of effective stabllization agreements, prices of natural resources
products are determined on the basls of the relationship between supply and demand.
However, in the case of natural resources such as bauxite, copper and petroleum,
which are exploited to & large extent by enterprises belonging to vertically-
integrated complexes, the rew materisl extracted is not sold on the open market,
but transferred from one affiliate to another for processing at internal or
"transfer" prices, or sold under leng-term contracts.

1¢S. There is virtuslly no free market for bauxite. In this connexicn, it may
be of interest to guote the reply to the Secretary-General's questionnaire by

the Government of Jamaica:

"esn Foreign investors pay mineral royalties and Income tax on profits

earned in the island, In respect of gypsum and alumina the normgl income

foue
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tax schedule is applicatle, In the case of bauxite the coperative basis of
assessment is on notional profits which are negotiated between the companies
involved and the Government.

"It is important to point out that the price at which alumina is
transferred in an srms-length transaction is 2 negotiated price. Hence,
the relationship between reported profits of the alumina companies and actual
profits will be dependent upcn the relationship between the negotiated transfer
price and the margines)l valuation of Jamaican resocurces to the company.”
110. As for crude oll, sales to non-affiliated companies have increased
substantially since the Second World War, but still represent only a small
percentage of total output (in the Middle East, for example, such sales account
for not more than 20 per cent of total output). "Transfer' prices are primarily
a book-keeping convenience and, if used as a basis for calculating profits, may not
reflect the company's financial position with an acceptable degree of accuracy.
The sale price of crude oil was of little Importasnce to the host country so long as
the latter derived its benefits meinly from a royalty paid on each barrel of crude,
but the introduction of the fifty-fifty formule established a direct relationship
between the payments received by the host ccocuntry and the price of crude oil.
When that formule was introduced, host countriles and crude-oill producing companies
agreed that the profit-shsring should be calculated on the basis of posted
prices.g The host countries were satisfied with this arrangement so long as the
posted prices remained unchanged, or incremsed (as they did in 1953 and 1957).
From 1958 onwards, however, incremsingly keen competition among oil companies

caused world market prices for petroleum products to fall, so that the posted price

25/ "intil the end of the Second World War, public quotstions of prices at
rroducing centres {'posted prices' as they are called in the trade) were
made only in the United #tates. The price at which Middle Fast ¢il was sold
was that needed to produce a delivered price, at the going freight rate,
identicel with that of 21l from the Texas (ulf in the market to which the sale
was belng made. In other words, the effective f.o.b. price for Middle East
cil varied with its destinetion. F.o.b. prices first began to be posted in
the Persian Gull scon after the war at a level, allowing for quality
difference, virtually identical with theose in the Texas Gulf. Early in 1948
2 gap between the two price levels develcped which widened by successive stages
until late in 1949 ...". See "Fhe price of oil in Western Europe"
(E/ECE/205) (Ceneva, 1955), p. 1.
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for crude remained artificially high in comparison with the price which the crude
would actually have brought on the cpen market as a result of the interplay of
supply and demand. The major companies accordingly cut posted prices in the
Middle East by 8 per cent in February 195G.

111. In April 1959, the first Arab Petroleum Congress of the Arab League met at
Cairo and decided to request the oil companies to consult with the Governments of
oil-exporting countries before modifying posted prices, However, the companies
unilaterally cut posted prices by a further 5 per cent in August 196C, and in
September 1960 representatives of Iran, Iraq, Saudi Arabia and Venezuela met at
Paghdad and established the Organization of Petroleum Exporting Countries (CFEC),

a step which increased their bargaining power and enabled them thereafter to
Prevent the companies from modifying posted prices unilaterally, although they were
unable to have the posted prices restored to their 1958 level.

112. In 1964, the oil companies obtained from the host countries the authorization
to apply in the calculations of rrofits specific discounts off posted prices for
specified periods; they promised, however, to consider applying smaller discounts
if the price of oil improved, In 1967, the host countries, considering that there
was such an improvement, sought to abolish the discuunts. In 1966, Venezuela had
signed with the oil companies an agreement wunder shich profit-sharing which had
been eveluated on the basis of "realized prices" rather than "posted prices" was

to be based on "tax reference prices" agreed to by the Government (in general,

"tax reference prices" involve z maximunm discount of 1¢ per cent off Caribbean
posted rrices).

113, Other points of disagreement have included the use of aliocations for home
office overhead, the wanagement fées raid to parent companies under management
contracts and the commissions paié to parent companies for acting as sales agents.,
1iL, There may also be differences of opinion as regards dividend dictribution.
Governments of host countries, while recognizing the need for reinvestment, may te
uable to accept a dividend aistribution poliey that implies deferring the
collection of funds which are urgently needed for economic and socisl rrojects., On
the other hand, the roreign partner may prefer to keep hisg share of profit in the
host country snd seck an expanding turnover rather than a high level of distributed

profit, IT the Covermment withdraws all or part of its dividends, the Toreign

i
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investor will have toc do the same in accordance with the equity-sharing principle.
The Government's desire to receive its dividends may thus run counter to its over-
all policy of encouraging reinvestment by foreign investors so as to reduce the
outflow of foreigh exchange and increase the contributions of foreign investment
to the national economy.
115. An example of the points of difference which may arise between the host
Gevernment. and a natural resources enterprise is provided in the reply of the
Government of Iraq to the Secretary-General's questionnaire. According to that
Government, the "points of difference with the Irag Petroleum Company (IFC) group
are: ,
(1) Settling the accounting of the cost of production
"(2) Forming a committee to supervise the spending
"(3) Expensing of royalties
"(4) Interest on suspended payments
"(5) Participation of the Government of Irag in the company's cepital
"(6) Prices of Iraqi crude
"(7) Appointing an Iraqi Executive Director
"(8) Cancelling the marketing allowances
"(9) Excess natural gas
"(10) Using Iraqi tankers
"(11) Changing the gauging procedure
"(12) Increasing oil production in Irag
"(1%) Cther points:
"(a) Froviding Iraq with cheap crude for export;
"(b) Investing part of profits in Irag;
"(c) Paying revenues monthly",
116. The Government of Jamaica, in its reply to the Secretary-General's
questionnaire, expressed the views that:

". .. the interests of the less developed countries would best be served
by establishment of an international consultative agency for the provision of
technical information (that is, cost conditions, capital-labour ratios,
technology, management) related to existing natural resource industries,

This agency would further keep a record of negotiations between industries and
Governments on such matters as transfer nrices. A subsidiary function would
be to arrange conferences between the Governments of countries exploiting a
common resource.'

/’.'.
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V. TRAINING OF NATTOWAL PERSONNEL BY NATTONAL RESOURCES ENTERPRISES

117. The training of naticnals of developing countries is of fundamental
importance for authentic, meaningful and sustained development or exploltation of
those countries' astural resources. Effective participation by the host country
in the management and operation of natural resources enterprises depends upon

the availebility of qualified naticnal personnel.

118. As regards high-level management, most developing countries possess senior
administrators who are well versed in economics and Iilnance, but these
administrators are often not fully conversant with the intricacies of corporate
finance and the operations of international stock exchanges. At the Panel on
Forelgn Iavestment 1n Develcoping Countries, organized by the United Nations at

Amsterdam in February 1969, the view was expressed that:

"_... the representatives from developing countrles were much less aware

than were the investors of business practices aad particularly of corporate
financial techniques.... The government offlcials from developing
countries had more sophistication in menetary matters, especially balance
of payments and national accounting (as distinet from corporate accounting),
than most iavestors. Thelr weakness was 1in the very narrow field of
corporate finance, in which the iavestors - bankers and bhusinessmen -
are masters." 26/
In the case of mining and petroleum enterprises, managerial personnel from
develcoping countries must be familiar with the pricing and sales policies of
large international companies and the relationship between demand, output and
pricing.
119. As regards techniclans, many developing countries possess an expanding
aucleus of englneers and other technical speclalists, but many more are needed to
gatlsfy existing requirements and keep pace with the ever-growing demand.
Furthermore, the highly speclalized and often rapldly evolving techaniques
employed for the exploitation of natural resources and the processing of natural

resources products make 1t necessary to provide extensive supplementary technical
j* p

training For such persounnsl. Developlng countriss must alsc arrange for the

gé/ Henry Simon Bloch, Financial Strategy for Developing Nations - Afterthoughts
to the Amsterdam Panel, reprinted from Columbia Law Review, vol. 6% (Wew York,
Columbia University Press, May 1969), p. 799.
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training of skilled workers for natural resources enterprises, 1f they are to
reduce thelir dependence on Torelgn skilled labour. In these clrecumstances,
developing countries naturally attach great lmportance to the training and
advancement of national perzcnael by Toreign enterprises. Foreign technolos;
must be not only imported but also implanted 1n nstlonal perscoanel, Lf the latter

are to take over from forelgn techniciasas snd man

0y

GETS .

120. Provisions concerining the training of natiocnal perscnnel by forelgn
enterprises have beea lncluded 1an the laws, regulations and policy statements of
a namber of countries, including Afghanistan, Ceylon, Ecuador, Ghana, Guatemals,
India, Tndonesia, Iran, Liberia, Libyva, Paklstan, Panama, Tthe Phillippines,
Saudl Arsbis, the Sudan and Turkey. In Ebhiopla, for example, foreign
enterprises are required by the Foreign Nationals E.uployment Regulations of 196k
to traln nationals. (bligations on Toreign enlterprises to provide training for
national, personnel are eubodied in a number of petroleum laws and concession
agreements.

121. In Ghara, for cxample, slx agreements conclulded with forelgn oll companies
in December 1968 provided that each concessicnnaire was to contribute $50, 000
annually for the establishment and maintenance of & petroleum or petrochemical
department at & Ghanalan university.

122. The agreements concluded in 1958 between the Waticnal Iranian 01l Company
(NICC) and three foreisn companies specified thet the latter companies were 4o

crganize training programmes so as to ensure thot within ten years at least

=

51 per cent of the top executives and 98 per cent of the other personnel were
Tranian.

123. Article 29 of the coucession agreement concluded on 24 March 1931 by the
Government of Iraq and the Irad Petroleum Company (IPC) specified that IPC

would, as far as reasonably practicable and as early as possible, train Tragis

to fill positions as wmanagsrs, englueers, chemlste, drillers, foremen, mechanics,
skilled workers and clerks. The Government of Trag 1luformed the Secretary-General
that the process of "Tragization"” ig continuing aand that at present "there are
only thirty-aine foreign nationals in the TIPC =roup oul of a total of 8,890
employees”™ ., The Goverament alse stated that IPC "sends fifty students to

specialize in the petroleum 1adustry abroad” and hasz "a training centre in Kirkuk

/...
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for o1l technicians”. The Government feels that "the training facilities and
programmes provided by IPC are guite satisfactory’.

124, In Libya, the 1955 Petroleum Law imposes an obligation on the petroleum
concessionnalres to spend between 2,500 and 5,000 Libyan pounds a year ou
training from the date of commencement of regular exports of petroleum. The
April 1968 Concession Agreement between Libya and the French Goverameat-owned

company Entreprise des recherches et des activités petrclidres (ERAP) provides

for the training of Libyans in French iustituticne, so that they may graduwally
replace the French experts. ERAP 2lso agreed Lo participate financially and
technically in the setting up of a petroleum institute in Libya.

125. The agreement coacluded on 21 December 1967 between the Saudi Arsbian
Government agency known as the General Petroleum and Minerals Organization
(PETROMIN) and AGIP-Saidi Arabia, a subsidiary of the Italian Government-cwaed
company Eate Nazionale Idrocarburi (ENI) provided that PETROMIN and

AGIP-Saudi Arabia were to prepare and carry out a speclalized, theoretical and
practical traiuning prosramme for Saudl Arabian employees relating to the various
aspects of the oil industry and including supervisory and management training.
125, In Turkey, the Petroleum Law of 1954, as amended, stipulates that the
holder of a petrocleum right should send abroad for training and experience
Turkish nationals numbering up to 15 per cent of the foreign personnel employed.
127. In the Unlted Arab Republic, the coneession agreements concluded in
September 1963 between the Qovernment, the Joveranment-owned Egyptian General
Petroleum Company {EGPC) and Phillips Petroleum, and in February 1985 between the
Government, EGPC and Paa American UAR 0il Company, stipulated that specialized
training programmes would be provided for natlornal personnel. Under another
coitcession agreement, signed in September 1953 by the Government, the
Taternational Egyptian 0il Company (IECC) (a company controlled by ENI), and

the Compagnie orientale des péiroles d'Egvpte (COPE), IROC and COPE agreed Lo

provide all possible facilities, whether in the United Arab Republic or abread,
for teaching and tralning any of thelr employces showing gpecial ability to
improve their condition and raise thelr level of education.

125. Developing countries may also arrange Tor the Sralning of their nationals

through periodie ad hoc consultations with foreisn natural resources enterprises.

/...
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Furthermore, the eaterprises, for their part, are often prompted by enlightened
self-interest to provide training for their national persounel.

129. In Gabon, the Campagnie miniére de 1'Ogoué (COMILOG) established three

full-time vocatlonal training centres for its Gabonese employees. These centres

also train Gabonese mechanics and electriciang for the Compagnie des minesg

dTuranium de Freaceville (COMUF), but COMUF organizes its own training courses

for Gabonese miners, chemical treatment specialists, topographers aand drillers.
130. The Qovernment of Jamaica informed the Becrefary-General that:

"Training facilitiss operated by the mining companies account Tor
approximately 1O per cent of total trainees in the country" and that "of
this total the nurber of tralnees by category were as follows:

"(a) Managerial personnel . . . . . . . . Nil
"{b) Senior technical personnel . . . . . Nil
"(¢) Other pervsonnel . . . . . . . . . . 485

"The majority of trainees were in the Following occupations: general
miner, machine %tool operator, mechanic repairman, general electrician and
production operstor.”

The Government of Jamaica also indicated that according to its 1967 Manpower
Survey, Jamaicans occupied £8 ver cent of the managerial posts in the bauxits
and zlumina industry and 83 per cent of the professicnal, technical and related
pests.

131. In Togo, the Compagnie togolaise des mines du Bénin (COTOMIR) established

a voecational training centre for 1ts Teogolese cmployees, who upon graduation are
promoted to the rank of skllled worker or supsrvisor.

1%32. A survey of the activities and experiences of private enterprise in
technical and azdministrative training and other forms of techniecal assistance in
developing countries, carried out in 1966 by the Development Assistance Committee
of the Organisation for Econowmic Co-operation and Development (OECD), indieated
that a rapld evolution was taking place with respect to the formation of
industirial skills in the relations hetween private business with interests in
developing countries and the authorities of those counbries. The survey suzzested
that the number of people tralned in OECD member countries by foreign private
enterprise at 1ts own expense probably exceeded substantially the number of

trainees in industry and trade officially financed under aid programmes.

/...
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It also suggested that close co~operation between official and private technical
zesiatance would be useful, for example, with regard to the selection of

trainees and in uvsing in-service training and vocational schools to the best
advantage, in the joint creation of training centres designed to benefit several
industries of a developing country in a given region, and in the improved
exchange of information between the twe sectors as to new methods of transferring
skills and knowledge.gZ/

133. The Govermments of developing countries and foreign investors are becoming
increasingly aware that co—operation between them will be greatly strengthened
through the gradual reduction of the technological gap which at present

only too often separates foreign experts from their colleagues who are nationals
of the host country. Experience has shown that the perpetuaticon of a marked
disparity in technological expertise between nationals and foreigners working
in the same enterprise creates a feeling of de facto subordination, which
eventually generates frustration and resentment and may have political
repercussions. The training of national persommel thus helps to eliminate

a gource of conflict which has in the past impeded co-operation between the
Government of host countries and foreign investors, and fostered the pecple's
belief that foreign employees wished to retain indefinitely their managerial

and technical control of the enterprise.

27/ OECD, Development Assistance Efforts and Policies: 1967 Review (Paris,
September 1967), p. 66.
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VI. PLACEMENT CN THE WORLD MARKET OF NON-CCMMELRCTAL
RESERVES OF PRIMARY CCMMODITIES

1%34. The only country which is currently disposing of significant quantities of

primary commodities from non-commercial reserves is the United States. At various

times in recent years, disposal of surplus rubber, hard fibres and tin, as well

as of other cormodities from the United States Government's strategic stockpiles,

has caused considerable anxiety to developing countries exporting these commodities,

and bilateral discussions and ccnsultations on such disposal have taken place.

The matter has also been raised within the Internaticnsl Tin Council (which has

itself discussed the problem with the United States Government), the International

Fubher Study Group and the FAC Study Group on Hard Fibres. Details of recent

sales of these commodities from the United States strategic stockpiles, and of

other commodities of particuiar export interest to developing countries, are

shown in table 1.

1%5. However, the list of commodities in this table is a selective one and, in

recert years, many other ccmmedities of actual or potential export interest to

developing countries have been included in the stockpile disposal programmes.

During the three fiscal years 1966/67 to 1968/69, for example, sales were made of
o

the following materials:iﬁ/

Ores and metals

Aluminium Columbiun Plgtinum—ruthenium
Aluminium oxide Copper Fhedium

Antimony Lead Silver

Bauxite Lithium Thoriuvm

Beryl ore Magnesium Tin

Bismuth Manganese Titanium sponge
Cadmium Mercury Tungsten

Chromite Molybdernum Vanadium

Cobealt Nizkel Zine

Agricultural raw mgterials

Abacyg Shellac

Castor oil Silk

IFeathers and down Sisal

Op}um ) Vegetable tanning

Palm oil

Fubber Chestnut
Quebracho
Wattlie

28/ Executive Office of the Fresident of the United States of America,
Stockpile Report to the Congress (Washington, D.C.). foos
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Nen-metallic minerals

Aghegtos Mica

Diamond dieg, small Quartz crystals
Fluor-spar, acid grade Rare earth
Graphite Tale

136. The total value of sales from the United States stockpiles since the fiscal
year 1962/63 is shown in table 2. (Qres and metals account for the great bulk of
these sales, the total value of which rose to a record level of over

$1,000 million in the fiscal year 1965/66. 1In the following two years, the total
value of sales declined steeply. &n 26 February 1970, however, the President of
the United States anncunced that his Administration proposed to sell some

$750 million worth of material from the Government stockpiles during the fiscal
year 1970/71. This would represent a further marked upsurge in disposals to

the exceptionally high average level of the period 1964/65 to 1966/67.

137. At the second session of UNCTAD in 1968, a number of proposals on the
subject of disposal of surpluses and strategic reserves was submitted to the
Conference. Agreement on these proposals has not yet been reached, but the
UNCTAD Committee on Commodities will be congidering the matter again at its fifth

session in July 197C.
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Table 1. Sales by guantity cof selected raw materials from the United States

strategic stockpile, 1966-1969

Disposals As proporticn of world consumption g
1966 1967 1968 Firigégalf 1966 1967 1968 Firigégal
{Thousand tong) {Percentage)
Non-ferrous metals
Aluminium . . . . 270 L. 52 8l L.s 0.7 0.8 .e
Copper .+ . . . . 206 136 - - 4.0 2.8 - -
Lead .+ « « « . . 67 15 2L 3 2.4 a.5 0.8 0.2
Tin v o o 0 0 - . 1T & I 0.5 10.0 3.8 2.1 0.5
Zine .+ .+ . . . . L9 24 23 10 1.h 0.7 0.6 0.5
Ores and minesrals
Manganese ore b/ 191 578 354 13 (2.0) (%.0) (.0) .
Sheet mica . . . 0.1 - 0.2 .3 .e .o .. .s
T“ﬂfiﬁiﬂtiites . 3.8 2.9 1.5 5.% 16.95/ 15.8% 7.9%/ .
Agricultural raw
materiale
baca + + « « . . 5 5 5 5 k.3 5.8 7.k .e
Natural rubber . 157 g8 8o 21 6.0- 5.1 3.8 1.9
Shellac « + o« & & 0.2 1.0 1.2 0.1 ‘e . .
Sisal + « « « + « 15 ik 12 2.5 £.5 2.2 .

Sources: Executive Office of the President of the United States of America, Stockpile Report to the

Congress (Washington, D.C.}; The Economist Intelligence Unit Limited, Hard Fibres {London);
International Rubber Study Group, Rubber Statistical Bulletin; World Bureau of Metal Statistics,
World Metal Statisties (Birmingham, United Kingdom); Internaticnal Lead and Zinc Study Group,
Lead and Zinc Statistics; International Tin Council, Statistical Bulletin.

a/ ZExcluding consumption in the socialist countries of Eastern Europe and Asia.
Q/ Gross weight; the propertions relate to world produetion outside the socialist eountries.

E/ As percenbtage of the consumption in sixteen developed market economy countries and Poland.

.
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Table 2. Value of gales from the United States Covernment

stockpiles

For Government For industrial Total
uge use
(Millions of US dollars)
Fiscal year {July/June)
1962/63 ¢ v 4 o v 0 0 4 . 110.5
1963/64 « . . . 0w . . . . .. 167.1
1964765 . . L 00w . 71.3 352.2 423.5
1965/66 . . . . .. . . . 166.8 861.4 1,026.2
1966/67 « v v v v v 4 . 71.2 395,7 4656.9
1967/68 . . e e e La.7 160.7 207.4
1968/69 v« v v v v 0w s 4.7 210.3 252.0
of ﬁhich (in 1968/69)
Non-ferrous metals . 11.9 160.0 171.9
Ores and minerals . . . 0.3 yho1 N
Agricultural raw
materials . . . . 29.5 6.2 35,7
Source: Executive Office of the President of the United States of Americs,

Stockpile Report

to the Congress (Washingten, D.C.).
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Part Two

CONTRACTUAL ARRANGEMENES EBETWEEN DEVELOPING COUNTRIES AND
FOREIGN INVESTORS FOR THE EXPLOITATION COF NATURAL RESCURCES
AND THE MARKETTNG OF NATURAL RESOURCES PRODUCTS

ATGERTA

138. Three years after the conclusion of the Evian Agreements, the Governments of
Algeria and France concluded the Franco-Algerian Agreement of 29 July 1965
concerning the Regulation of Hydrocarbons Affairs and the Industrial Development
of Algeria, which is valid for fifteen years and may be extended for ancother
fifteen vears by agreement between the two Governments. An egmential feacure

of the Agreement was the creation by the two Governments of the Co-operative
Agsociation for the purpose of joint exploraticn and production of hydrocarbons in
Algeria (Association coorérative pour chercher et exploiter en commun les
hydrocarbures de 1'Algérie) (ASCOOP), and of the Organization for Industrial
Co-operation (Organisme de coopération industrielle) (OCI), which replaced the
Technical Agency for the Development of the Resources of the Sahara Sub;soil

(Organisme technique de mise en valeur des richesses du sous-sol saharien).

139. Under the Agreement, the Governments undertook:

(a) To organize co-operation between the two States, to be carried out
through joint ventures and to that end to combine their efforts for the exploration
and production of hydrocarbons in Algeria, each party taking its share of the
product in kind and at cost;

(b) To ensure Algerian participation in the develcrment of petroleum
resources under the exploration permits issued by the Algerian anthorities, in
particular by Algeria assuming operating responsibilities;

~ (¢) To help Algeria finance its share of the exploration costs and to

co-operate 1n the marketing of hydrocarbons.
140, Algeria’s approval is reguired for the total amount of the investments, as
well ag the make-up of unit costs, the form of projected financing and the related
financial charges, and the time of implementation. If any digpute between the two
Governmentg concerning the interpretation or implementation of the Agreement or

its appendices cannot he settled by negotiation, one party is to propose to the

/A
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other in a diplomatic note & procedure for settling the dispute by mediation,
arbitration or submission to the Internaticnal Court of Justice. If the two
Governments cannot agree on the procedure to be followed for settling the
dispute, the party concerned is to submit the dispute to the International Court
of Justice within three months of the transmittal of the aforementiocned
diplomatic note.

1L1. Annex I to the Agreement consists of a Protoccl concerning ASCOOP, in which
the Algerian Government 1ls now represented by the National Algerian Company for
the Transportation and Marketing of Hydrocarbons {Société nationale algérienﬁe
de trensport et de commercialisation des hydrocarbures) (SONATRACH) and the
French Govermment by SOPEFAL, a subsidlary of the Government-owned company
Entreprise des recherches et des activités pétrolidres (ERAP). Financing is

to be provided on a fifty-fifty basis. The French partner iz to lend the
Algerian partner 60 per cent of the financing provided by the latter, the loan
to be repaid by the Algerian partner cut of its share of the petroleum
discovered by ASCOOP. From 1966 to 1968, ASCOOP's exploraticn budget amounted
to 200 million Algerian dinars, 80 per cent heing provided by SOPEFAL. The

1969 budget amcunted to 220 million Algerian dinars.

142. The objectives of Algeria's hydrocarbon policy were defined in an official

Algerian booklet entitled Les hydrocarbures en Algérie (Hydrocarbons in Algeria),

issued in 1968:

"The Pranco-Algerian Agreement of 1965 not only established a new
type of relationship between producing and consuming countries, but also
laid the foundations of & new policy for a developing country wishing
to make the hesgt use of its energy rescurces.

"In three years, Algeria has progressed from the recenguest of its
wealth to controlling their exploitation under contractual arrangements,
and is to arn ever-increaging degree participating directly in their
expleitaticon and using the profits to expand iis participation by
investing in the petroleun and petroleum by-products industries.

"This is a new departure, but the final goal is clear: Algeria has
chosen the course of industrialization, fTor which a national energy
policy is essential,”

143, Various methods are used by SONATRACH to implement this policy. First,
it has reserved certain areas of activity for itself; 1t is wholly responsible

for the distribution of petroleum products and by-products in Algeria.

Joun
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Secondly, while respecting established situations, it dissociates the various
stages of petroleum exploitation (exploration, prospecting, production,
transportation and marketing), and participates effectively at each stage either
through wholly owned companies or through companies in which it holds a majority
interest or a minority interest.

1LY, It is also wholly responsible for prospecting in certain areas which are
assigned to it, for the operation of the Hassi Messaoud-Arzew pipeline and for
the activities of the Société Varel, which manufactures drilling equipment.
145, A direct or indirect majority interest in the following firms is held by
SONATRACH: SRA, refinery in Algiers (56 per cent); SOTHRA, which operates the
Hassi R'Mel~Arzew pipeline (51 per cent); ALGEO, a geophysics enterprise

(51 per cent); ALFOR, a drilling compeny (51 per cent); ALTRA, ALCORE AND
ALFIUID (51 per cent),

146, Also SONATRACH has entered into a partnership with the Getty Petroleum
Company, holding 51 per cent of the equity in the joint venture. "The public
announcements indicated that the Algerian Government considered the terms of
the Getty agreements as a model for all foreign participation in the Algerian
0il industry”.l/ Under these agreements, concluded in October 1968, Getty was
to transfer to SONATRACH 51 per cent of its producing interests and was to
engage in a new exploration project with SONATRACH on 4,500 sqguare miles of new
acreage. Getty's producing interest consisted of its 11.5 per cent interest
in the production of the Rhourde el Baguel oil field, a share of the pipeline
spur from this field, and a small interest in the Massdar petroleum discovery;
SONATRACH was to pay for the assets it thus acquired by selling to Getty at
market prices the crude 0il to which it (SONATRACH) would be entitled as a
result of ite 1l per cent interest. C(etty was to make a non-repayable

$2.25 million advance and invest at least $16 million during the following
five years to cover the total cost of the exploration programme. If cil was
discovered, SONATRACH was to make up its part of the investment on an annual
basis with up to 25 per cent of its share of the crude oil produced. If
requested; Getty was to buy SONATRACH's share of the crude oil at the average
price Getty received for its own crude oil on the market. Getty was to
repatriate 75 per cent of its sales revenue to Algeria, and was to relinquish

to SONATRACH all rights to any gas that might be discovered.

;/ United States Department of the Interior, The Mineral Indugtry of Alseria,
Preprint from Bureau of Mines, Minerals Yearbook Washington, D.C., 1968), P
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147. A 50 per cent interest is held by SCNATRACH in the National Company for
Petroleum Prospection and Exploitation in Algeria (Société nationale de recherche
et d'exploitation de pétrole en Algérie) (SN REPAL), in the exploitation of the
deposits at Berkaoui Ban Kahla and in SOMALGAZ, a company liquefying gas for
rovting to Skikda.

143. It (SONATRACH) also participates, often indirectly, in various other
companies, such as the Algerian Liquid Methane Company (Compagnie algérienne du
néthane liquide) (CAMEL) (26 per cent SONATRACH, 40 per cent CONCH (Canadian Shell,
Continental 0il and Union Stockyard) and minor participation by other companies)
which liquefies gas at Arzew; SOPEG, which operates the Hassi Messaoud-Bdjaia
pipeline {25 per cent SONATRACH) and various private companies which have been
granted prospecting perwmits (20 to 30 per cent SONATRACH).

149. Besides the above operations, SONATRACH carries out geophysical exploration
itself, and has als> concluded contracts for such exploration with specialized
cowmpanies, the French Compagnie zénérale de zéophysique, the Compsgnie francaise
de prospection sysmique, Géofrance and ALGEO (see above). Drilling operations are
conducted by SONATRACH itself, oy petrolewr companies such as S¥ REPAL, the
Compagnie francaise des péiroles (Algérie) (CFPA) and the Compagnie de recherche
et d'exploitation des pétroles du Sahara (CREPS), or by specialized driliing
companles such as Forex, Forasol, Cogifor, Languedocienne, Forenco and Alcor,
15C. The SONATRACH is also engaged in the exploitation of Algeria's natural gas.
The Haegsi R'Mel reserve, believed to be one of the largest in the world, is
exploited by the Société d'exploitation d'Hmssi R'Mel (51 per cent SN REPAL (see
above) and L9 per cent CFPA). The gas is transported by the pipeline operated by
SOTHRA to Arzew, where it is liquefied by CAMEL. Part of the gas is used by the
Electricité et gas de 1l'Algérie, the resi heing exported.

151. It is of interest to note that on 12 January 1970 the Government of Southern
Yemen enacted a law setting up the Southern Yemen-~Algeriaan 0il and Hydrocasroons
Company, a joint venture between SONATRACH and the Government of Southern Yeumen,
in which the former holds 49 per cent and the latter 51 per cent of the equity.
The new company will exnlore for, develop, transport and warket hydrocarbons and
getroleum products in specified areas in Southern Yemen.

152, Argentina first adoogted measures desigred to lay the foundatiocns for a

State-owned petroleum industry a=z long ago as 1910, the year in which a State

S
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entity, the Direccidn General de Hxploitacidn del Petroléo en Comddoro Rivadavia,
wag established to exploit the Couwodoro Rivadasvis petroleun deposits. Foreign
companies retained their right to exolore for aud exploit other deposits, but in
1527 Government intervention increased considerably with the establishment of
Yeciwientos Petroliferos Fiscales (YPF), a Goverument-owned corporation, which

uas given monopoly righte to all future petroleum exploration, exploitation,
industrialization, transportation and commercialization.

153. By 1958, YPF possesged a virtual monopoly of all hydrccarbon operetions. The
privete companies, whose conecessions were rapidly dvindling, were confined to
refining their scanty production of crude 0il and marketing the derivatives. Over
two thirds of Arvrgentina's petroleum requiremsnts were being met by imports, and in
1558 the Government adoapted a policy designed to enable the Argentina petroleum
industry to meet domestic needs. To that end, the Government sought the assistance
of foreign companies,

154. Because of the long-sizndingz ban on concession agreements, the arrangements

witn foreign companies took the form of contratos de loeacidn de obra y serviciog

{labour and service contracte). Many of these coutracts were for drilling wori
over proved areas, and the companies were t2 be paid for the work done on a cost-
plug pasis, regardless of the results achieved. In certain cases, however, the
contract required tne foreigr company to finance exploration and developaent
operations and to assuwwe all the riske involved. The cowmpany was assigned a
sQecific area to explore the develop and had specific obligations regarding the
speed and amount of the work t©o be carried out, the aim being to achieve the
maxinun rate of production cousistent with sound tecihinical practice as soon as
possible. The pericds covered by the contracts varied from tweaty to thirty years,
and in most cases the company was required to surrender to YPF at stipulated
intervale a certain portion of the area assigrned to it. The YPF was to be kept
informed of the progress of the work, but generally speaking, apart from ¥YPF's
oover to intervene if it considered that the worl: was not being carried out in
gecordance with sound operating oractice, the coupany was free to operate as it
thought best.

155. VWhen oil was produced, it was ¥PP's progerty and in most cases had to be
delivered to YPF at stisulated points. For examcle, one contract provided that

the foreign company "shall not be able to exercice any right of ownership either

foon
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aver the »il extracted or over ithe land forming the area of the coatract, or over
the subsgoli". For ite part, YPF agreed to take all the o0il and to pay the
companies in cash acecording to ihe prices stipulated in the contracts. Thesge
orices vazryied Irom contract to contract, saad in all cases provision was made for
tneir upward or downward adjusfment in propostion to the rise or fall in the
average price for crude 011l of couwparable quality in certain predetermined warketis.
The YEF undertool to pay all royalties and taxes ©o which the contracting cowmpanies
would otherwize be liable, including import duties on equivment brought into the
counttry for thelr operations. Those payments were taken into account in thue

pountes YPF paid for the oil.
150. One agreement provided that if production was attained, YPF would zuthorize
tae foreign company to transfer to its refining and warketing companies in
Argenting an amount of oil equivalent, at world prices, to the cost of aperations
(ineluding depreciation, amortization ete.) during any one year. In return, the
refining and parketing companiee vere required t2 pay the producing compony for
the 0il at world warket prices. Thug, the latter company's production costz were
paid for in 2il which uas retailed by its refininy and marketing companies. After
recouping its production coste, the foreign company delivered 10 per cent of tae
rereining production as a bonus to YPF until oil in the amount of $4.2 willion at
vorld prices had been delivered. Half the balance of the oil went to ¥PF free, aud
nalf to the refining and marketing companies, which vere required to pay for the
0il at world prices.

157, Arsgentina's oil output inereased from 5 willion tons 1n 1957 to approximately
15 wmillfion tons in 1863, when imoports were discontinued. In March of the latter
year, 211 the contracts signed velween YPF and the forelgn 0il companies were
declared null and vold, In the sovcceeding years, YPF managed to keep production
moving £lightly ahead, but failed to keep up with domestic demand. In June 1987 a
new oil law was enacted, which provided for the re-entry of foreign firms. Under
that law, YPP retains ite production areas (370,000 eq. km), but can sipgn contracts
nith foreign cowpanies for their exploration and exploitation., The new law also
nzde over 800,000 eg. km available for new concescgions to foreign coupanies. Uader
inis law, YPF bzs entered into s number of exploraticn and production contracts
with internstional znd United Siates oil eompaanies, under wiich YPF payes fees to
the compzules as they wmake oil avalilable to 1t.

/
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CENTRAL AFRICAN RETUBLIC

158. 0Oa 17 July 1963, the Government of the Central African Republic and the
French Commissariat 4 l'énergie atomique signed a protocol for the sxploitation
of a uvranium deposit near Bakouma, 300 miles east of Bangui. The protocol called
for the formation of a wining company owned jointly by the Government, the
Commissariat and the Cowmpagnie francaise des minerais d'uranium. The Compagaie
des mines d'uranium de Bakouma (URBA) was accordingly established on 29 April 1869,
The URBA has a share capital of 2,200 million CFA francs, distributed as follows:
Yercentage

Government of the Central African Republic . . . . . . . 20
Commissariat a l'énergie atomique. . . . . . . . . . . . L0
Compagnie francaise des minerais d'ursnium . . . . . . . 40

156, Total investment will amount to between 8,000 and 10,000 million CFA francs.
In November 1969, URBA had a staff of 100, of whowm 95 were nationals of the Central
African Republic, By mid-1973, when the project is expected to be in full
operation, URBA will employ about 600 persons, 90 per cent of whom will be

nationals.

CHILE

16C. In Chile, where copper is the major source of foreign exchange, the main
source Of Government revenues and an important source of employment, the Government,
in 196k introduced = poliey of "Chileanization” of copper-mining activities, under
which Cuilean public cagpital would be assoeciated with foreign capital in such
activities. Pursuant to this policy, agreements have been reached with the foreign
copper-aining companies ocperating in Chile, providing for Government ownership of
from 21 to 51 per cent of the esguity, sccording to circumstances. This arrangement
means the expansion of the ecopper industry, since the new investments made by the
Government are being used to ilncrease production., In 1964, it was calculated that
investment by the Government would amount to $780 million, thus doubling production

capacity.
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151. Tae only company with which the Government failed to reach agreement was the
Anaconda Copper Company, which produced almost 60 per cent of Chilean copper. On
21 May 1959 the President of Chile informed the Congress that Anaconda had been
invited to discuss with the Government possible ways of enabling Chile Tc obtain a
greater share of the very high price for which copper was selling on the world
market.g/ Negotiations subsequently took place and on 26 June 1969 it was
announced that Annaconda had agreed to sell to the Chilean Government its two
Cuilean subsidiaries, the Chilean Exploration Comvany and the Andes Mining Company.
142, Chnile was to purchase 51 per cent of the shares of the two companies
immediately, and wasg to buy the remaining 49 per cent after 31 December 1972. The
purchase price for the 51 per cent of the shares, evaluated on the basis of the
companies! book value at 31 December 1968, amounted to about $197 million. The
first payment was 1o be made on 30 June 1970 and the payments were to extend over:
twelve years and to bear an interest of & per cent. The remaining 49 per cent of
the shares were to be purchased after 31 December 1972; 60 per cent of the price

of those shares was to be paid over the same pericd as the payments for the initial
51 per cent of the shares, and the remaining L0 per cent was to be paid in the
Tollowing twelve years, with & per cent interest. The Chilean Government thus has
twenty-four years to complete the payments. The purchase price of the 49 per cent
of the shares is to be based on the profits derived from those shares after taxeg.
153. Two Chilean mining companies were to be formed and were to take over the
asgets and lizbilities of the two Anaconda subsidiaries. The companies were to
begin operations on 1 Jznuary 12970 and were to be administered by a Board cf
Directors con which Chile would have a wajority vote s a result of its purchase of
51 per cent of the shares. Anaconda agreed to provide the new companies with
technical assistance for a minimuw period of three years, against a remuneration
equivalent to 1 per cent of the proceeds from salez of copper produced. The two
new companies, Compafila de Cobre Chuguicamata &,A. and Compahla de Cobre

Salvador S.A. accordingly hegan operations on 1 January l97C.

g/ The price of copper on the world market has been Increasing constantly. The

price was 54.6 cents a pound in January 1969 and T4 cents a pound in December
of the same year.

foo
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CONGC (DEMOCRATIC REPUBLIC OF)

16, Mining preducts represent over 90 per cent of the exports of the Democratic
Republic of the Congo, which is the world's largest producer of industrial
diamonds (75 per cent of world production) and which also produces gem diamonds
(15 per cent). The Democratic Republic also produces cobalt (GG per cent of world
production), tin (9 per cent), copper (& per cent), nanganese (5 per cent),

zine {3 ney cent) and gold {2 per cent).

1£5. British Congo Diamond Distributors has held a monopoly of the nroducuilon anc

. — = - " > 1 - T - Loy
marketing of Congolese dlamonds since November 1867, Until the end of fecember 18906,

the Unicn minigére du haut Katanga, owned principally by the Derou:

Republic of the Congo, Tanganyika Concessions Lid., the Socidt
Belzigue and the Compagnie du Katanga, had been the larzest single company
operating in the Congo, supplying almost TO per cent of the country's export
receipts and aboubt one Lhird of 1ts budget revenue. The comnany produced molnly
copper, cobalt and zine, plus sowe amounts of gold, olatinun and silver, and
carried ont activities outslde the Congo relating to copper vefining and chealcals
manufacouring.

166, On 24 December 1966, the President of the Demoeratic Republic of the Congo
announced the termination of mining activities in that country by the Union minidre,
A new mining company, the Générale congolaise des minerais (CECOMIN), in which the
Congolese Government held 60 ner cent of the eguity and nrivate foreign interests
the reamining 40 per cent, took over the assets of the Unicn minidre. In addition,
the Conpolese Government claimed from the Union minidre an immedia%e cash payment
of $150 million, representing the taxes and foreign exchange earnings which

the Government sald were due to 1t on the metals mined iIn Xatanga, buat

stocked abroad at the time of termination. The Union minilre, on the other hand,
estimeted that its expropristed assets in the Congo were vorth S800 million.
Relations between the Congolese Government and the Unicn minidre were broken off

as a result of the disagreement on thoses issues.

167. However, on 17 February 19C7, a technical co-oneration agreement was sigred
bebveen GECCMIN aad the Belgisn firm Socidté géndrale des minerais (8GM), o
subsidiary of the Union minilre, under which SGM undertook to operate the mining
and processing invellations formerly belonging to the Union minidre and to cusure
the further processing and markebing abroad of the metals nproduced. The Socidhd

générale des minerals was to provide the foreign personnel needed to rua the

fves
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GECOMIN installations and wasg also to prepare general studies and implement the
programmes approved by the GECOMIN Board of Directors for the exploitation of the
mines and the development of the industry. The agreement stipulated that SGM

would pay GECCMIN for each shipment of mineral progucts when the consignment reached
an African port of ewmbarkation, with the required price adjustments being wmade when
the metals had been =0ld abroad. The Socidté générale des minerais was o keepaccounts
of its commercial operations and the agreement provided for arbitration in the

event of misunderstandings regarding the conduct of those operaticns. The agreement
was to remain in force until 1972. On 24 Septewber 1969, the agreement was amended
and prolonged for twenty-five years. A communigué issued by the Union aminiére in
Brussels on 25 September 1959 stated that the agreement "settled in a constructive
and definitive manner the dispute between the Democratic Republic of the Congo and
the Union miniére”.z/

165, From February 1967 to September 1969, the Union winidre received a commission
of 4.5 per cent on the sales effected by SGM, plus a supplement of 2 per cent for
technical assistance. Pursuant Lo the agreecent as amended in Septewber 1969, the
Union minidre is toc receive & per cent of the value of GECOMIN's production,
coverlng compensation for the expropriated assets and payment for technical services,
for a pericd of fifteen years. Thereafter, it will receive ocnly 1 per cent, as
payment for technical services.

169. In December 1967, the Congolese Government signed a mining conveation with

the Japanese company Nippon Mining, which established a subsidiary, the Congo
Development Comﬁény, to prospect for copper in Katangz, in the copper belt near the
Zambian frontier. Test drilling has confirmed the existence of deposits of

100 million tons, 30 wmillion of which are in the Mishosi region, and 20 million in
the Kinsenda region. Thess deposits will be exploited by the Société pour le
développement industriel et minier du Congo (SODIMICC), established for that

purpose in 1969 with a provisional capital of $200,000, 35 per cent of the equity
being contributed in cash by the Nippon Mining Co. and 15 per cent in kind (mining
rights) by the Congolese Government. The capital is to be increased as exploitation

progresses. The SODIMICO is to invest zbout $70 million over a two-year period to

3/ See Marchés Tropicaux et Méditerrandens, Wo. 12k7 (Paris, 4 Cetober 1969),
p. 267h,
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set up the installations needed to export an annual production of 50,000 getrie

tons to Japan Tfrom 1972 onwards,

17C. The Société minigre de Lueshe (SOMILU), owned by Union Carbide (United States)
and the Congolese Government, ig to exploit a deposit of niobium at Bingo in the
province of Kivu. The bate Nazionale Idrocerburi, an Italian State-owned cowmpany,
is progpecting the unexploited uraniuvm depogits belonging to GECOMIN. In 1989 the
French Bureau de recherches gé€ologiques et minidres obtained a prospection licence

covering large areas in the north and east of the country.

CUBA&/

171l. In Cuba, the exploitation of mineral rescurces ig reserved exclusively to the
State, which also develops agricultural and fisheries resources jointly with small
entrepreneurs. In the case of agriculture, the ewnlrepreneurs must be Cuban, and
their holdings must not exceed sixty-seven hectares; the Government may, however,
malke exceptions to these rules. In the case of fishing, the entreprensurs nust be
Cuban, must work personally in the enterprises and must have possessed thelir own
fTishing vessel or vessels before tne Fisheries Co-operatives were established in
1950.

172. With regard to the exploitation of petroleum by foreign companies, the
Government of Cuba states the following:

"On 29 June 1950, the Texas Company (West Indies) Ltd. refused to refine
State petroleum, and on 1 July 1960 the same position was taken by Esso
Standard 011l and Shell de Cuba S5.A., the first two companies being subsidiarice
of United States monopolies and the third being controlled by United Kingdom
capital. The position taken by the cowmpanies violated the Cuban Mineral Fusls
Act, promulgated on 9@ May 1938, chapter III, article 44 of which states:
1The p}ants shall be obliged to refine State petroleum when the Government
wigsheg!,

"The Government's decision was conveyed to the three aforementioned
petroleun cowmpanisg in three regolutions issued by the Prime Minister,
Commandant Fidel Costro Ruz, the first on 28 June 1960 and the other two on
30 June 1960, which provided that the Cuban Petroleam Inetitute sghould take
Over the three companies if they failed to comply with the Government's wish
that they refine the petroleun delivered to them.

%/ Information provided by the Governmeni of Cuba in its reply to the
Secretary-General's questionnaire.

The designations employed and the presentation of the material in this
publication do not imply the expression of any opinion whatscever on the part
of the Secretariat of the United Fations concerning the lsgal staius of any
country or territory or of its authorities, or concerning the delimitation
of its frontiers. .
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"When the three foreign petroleum companies refused to comply, thus
violating the Mineral Fuels Act and defying the Government, the Cuban .
Petroleun Institute, acting in accordance with the aforementioned resolutions,
took over the Texas Company (West Indies) Ltd. cn 29 Jupne 1960 and the Esso
Standard 0il and Shell de Cuba S.A. on 1 July 1960. '

"Subsequently, on & August 1960, Esso Standard C¢il, S.A. (Cuban Division),
the Texas Company (West Indies) Ltd. and the Sinclair Cuba 0il Company were
netionalized by the resolution which nationslized United States companies in
retaliation for the arbitrary reduction in the Cuban sugar quota in the United
States by the Government of the latter country and the other acts of economic
aggrassion to which Cuba ha . been subjected. Tuis step was taken in accordance
with Act. No. 851 of & July 1960, which empowered the Executive to issue
resolutions when it deemed it necessary in the defence of the national interest
and provided for the nationaslization ‘fthrough forced exprooriation of the
property or enterpricses belonging to individuals or legal entities of United
States nationality!'.

"The nationalization of the United States petroleum enterprises was
vased on the following preambular paragrapit of the aforementioned resolution
of & August 1960:

"1The petroleum companies were continually cheating the national
economy, charging monopoly pricee which led to the outflow of large amdunts
of foreign currency over a period of many years, and in their desire to
perpetuate thelr privileges they disobeyed the laws of the nation and devised
a criminal plan to boycoti Cuba, thus foreing the Revolutiorary Government to
proceed with ite take-over action.'"

. The Government of Cuba goes on to state that:

"Cuba has received assistance for the exploitation of its natural
resources from the specialized agencies of the United Wations system and has
aleo recelved bilateral assistance for that purpose from the socialist
couwntries. This assistance has taken the form of transfer of technology,
equipment and training of technicians. In the ecase of the specialized
agencies, this assistance has been and is being provided through projects
implemented by UNDP or the specialized agencies; slihough Cuba has criticized
the limitations placed on thig assistance by United States interference. In the
case of the sgoecialist countries, the assistance has tasken the form of mutual
economic assietance, scientific and technical assistance, credits and
fellowships. BSome capitalist countries, =uch as Sweden, have provided
assistance by tralining insgtructors for the Cuban Technological Institutes,
while other Western DBuropean countries, such as Belgium, Denmark, France,
Ttaly, the Netherlands, Sweden and so on have provided fellowships for the
training of techniciare and have supplied consultantes and advisors. This
agsistance helps to develop one of the egsential elements for the efficient
exploitation of natural rescurces, namely tTechnical personnel. Furthermore,
agreesmente with capitalist erterprises, somelimes guaranteed by the government
of the countries in which those enterprises are situated, have enabled Cuba

/e



oblain equinnent and even to have couplete plants installed ~ such as the
ertilizer Plant at Cienfuezos (supplied by Simon Carver, United Kingdom) and
wlldozers snd other hasvy conetruction equipment (5upplled by Berliet,
ance ) ~ on the basis of coumercisl credits.”
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t2 the merseting of natural resources products, the Government

rn
-
A

a

naz conclﬂd\q wity socialist cpuntries - mainly the Soviet Union -
Lepo-tern sales contracts Lo the supply of specific guantities of ngar at &
Tixed and appropriats prlaej which in the case of the USSKE, the People's
nepublic or Calna, {he Germain Democratic Repuhlic and Czechoslovakia is

5.11 cents per pound',

1750 The Goverament goes on to note that it:

ted and iz agsisting other countries in the expleitation of
urces and the marketing of natural resources products. It

... 88 asggis
their natwraW res

Las J)erat"d Hqu soclalist countries in developing natural resources on
tha hagis of e Sl f, gcientific and technical ceo-operation. For example,
it has given recthc agslslance in poultry ralsing to the Demccratic

People'ts R UuulLC of Y“rea and the Demccratic Republic of Viet-Nam and has
rovided thosa countries with breeding cattle or with semen from champion
111 Th—s agsistance has been given free of charge, like the agsistance
ich Cub receives frqm the aforementionsd soclalist countries. Furthermore,
Cuba kzs been and is stlll giving technical assistance to the Republic of
Guines for the exploifation of ites flsheries resources. Cuba bas supplied
four techniclans who are teaching at the Guinean Fishing School and nas
donated g wooden coastal fishing veseel, wade in Cuba. All this assistance isg
provided free of charge. VWith regard to werketing, when Mr. Cheddi Jagan was
Frioe Minister of Britieh Guyana, the Cuban Goverament purchased rice frowm
Ouyans, paying a2 price blsher than that prevailing on the world market, in
order to abS;“t in the stroggle for freedom being waged by The popular

SO0

ou
L—\
£

Governaent of Mw. Jagan, which was facing opposition, particularly from the
United uatec 1mper1qL1&f Purchases of rice from British Guyana during the
nerlad 1961-1;uh3 when the Jagan Government was in power, amounted to 57,281

Fhoot d’

Ja
tons of various Tyopes of rice, and the prices paid varied between
$13C.82 per metric fon for lower quelity rice and 1962 to $174.50 per metric
ton for higher quality rice in 1953. The purchase continued in 19955 when
Cubz purchased 3,500 metric tons of rice at the price of $157.88 per ton."”

o -

LYo, Lastly, the Government of Cuba makes the following suggestions concerning

lnterngtional getion £o ssszist developing couvntries in the expleitation of their

ral resources and The marh revinz of natural resources products:

"{1) Aeeistance = wkether cccromic or technical, tilateral or
muttilateral - should “r olve no condivions which limit in any way the
freedom or the developing countries to develop their natural resources or
market their naturat resources as they see Tit,

/.
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"(2) The developing countries should reve free accens 1o the
patents. This would eliminate one of the obstacles to the
technigues for the exploitation of natural recources.

wie

”(5) The prices of natural products which are of fundamental Imp
L0 the developing countries zhould be increased to levels conparsble
prices those countries have to pay for the industrial products wil
import from the economically developed countries, either tThrocugh
international agreements. Under these agreements, the export Lini :
which might be necessary to maintain prices at the aforementionsd level:s
be wade malnly at the expense of the economically developed couatri

”(h) The accesgs of natural products of fundsmental importance to Lo
developing countries to the wmarkets of the economically develnped couotrisasz
ghould be facilitated, by means of the following steps:

"(a} The gradual reduction and eventusl eliminstion of Drotectio

measures in developed countries, whieh make it possible for prfﬂ

which natural conditions in those countries are not favouracle -

the place of gimilar products from the developlng countries, where
cducts are rrcduced wore cheaply because conditions are more Tavoursid

"(b) The elimination of import duties on natural prcducts of fundamenial
importance to the developing countries.

"(5) The access of manufactures and semi-manufactures produced in

deV@l‘DPi‘ﬂ{'."‘"un’crieq from natural resources to the markets of the eccnomically
develeoped .rontries shouwld be facilitated through a general ond non-reclprooed
system Qf-,xrigrences Tor such products.

{2} Coeonerative action should be taken to develop the merchant fleets
of the - ng countries, by providing credits and eliminating all the

restriciiong vhich in one way or another impede or limit that developgzent.,'
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GARCN

177. Gaten is the world's third largest producer of manganese (T per cent), but is
the largesti exporter of that metal, accounting for just over one fifth of the
market. The manganese deposits at Moanda, which have been exploited since 1962,
are belleved to contain reserves amounting to ZCC million metric tons, with an
ore content of 50 to 52 per cent. The deposits are exploited by the Campagnie
minidre de 1'0goué (COMILCG), set up in 1953 by the Bureau minier de la France
d'outre-mer (now known as the Eureau de recherches géologigues et minidres) and
the United States Steel Corporation. At present, CCOMILCG has a share capital of
$9.2 million distributed as follows:

Percentage
United States Steel Overseas Capital Corporation « « . . . 4o
Bureau de recherches géologiques et miniéres (France) . . 22
Scciété auxiliaire du manganés de Franceville (France) . . 15
Compagnie de Mokta (France) . ¢ o« « o o 5 o o s s & o + « 14

178, The COMILOG has already invested about $110 million in various construction
projects, including the mining installations proper and a telpher railway
(téléphérique) in Gabon, a 285 km raiiwey from the telpher terminal at the frontier
between Gabon ancd the People's Reputlic of the Congo to the coast and instasllsgtions
at Pointe-Noire (Congo). It hag slsc built 1,500 dwellings for its persconnel,
three modern hospitals at Moands, Bakoumba and Makebana respectively, and three
fuii-time vocational training centres, The company employs 330 sunervisory staff
{(including about fifty Gabonese) and 35,00C other workers,

179. The uranium mines at Mounana are exploited by the Compagnie des mines
d'uranium de Franceviile (CCMUF'), which has a share capital of 3.7 million francs,

owned by French interests and distributed as follows:

Percentagze
Compagnie de MOKE8 o s o o ¢ o o & 5 s o ¢ o o 5 + » « 2 @ 25
- Société minidre Péchiney—lokta . v v v o 4 o = o & & = = & 25
Commissariat &4 1l'énergie atomique + o+ o v o o o o o o « & 2C
Compagnie francaise des miwsiaio diomotoee oL L, 10
Compagnie frangaise ponr lToutre-mer (Co¥LmR) o - . 10

Compagnie des mines de Huaron .« « « »

Ugine-Kuhlimana + « + & » » = = &+ =
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18C. At present COMUF employs 1,100 persons, of whom 35C work at the mine ard 15G
in the prospecting division, Training in mechanics and electrical engineering is
provided by COMILOG, but COMUF has organized quasi-permanent courses for mihers,
chemical treatment specialists, topographers and drillers,

181, In 1963%, the Société des mines de fer de Mekambo (SCMIFER) was grented g
concession to exploit the iron ore deposits at Zelinga. The Société des mines de

fer de Mekambo has a share capital of §$735,C0C, distributed as follows:

Percentage

Bethlehem Steel COrPoration « o o « o s s s « s # & o 5 o » 50
Various European steel companies (West German,

10 per cent; French, 9 per cent; ITtalian, 3.5

rer cent; Belgien, 2 per cent; DNetherlands,

D.S Per CEHt) L Y N L I R T I D Y I DY R T T I L B 25
Various French finance companies

(COFIMER, Suez, Banque de Paris et des Pays Bas) . .+ . . 13
EBuresu de recherches géologiques et miniéres , « . . + . . 12

182, It is estimated that investments totalling $275 million will be needed for the
exploitation of the Belinga deposits, half for the mine and port instellations and
half for & 560-km reilway between Felinga and Cwendo, On 13 November 1969 a
protocecl was signed by the Gabonese Government and SCMIFER for the exploitation

of the deposits, which is to tzke place between 1975 and 1985, depending on
conditions in the world market.

183, Petroleum explcitation and exploration in Gabon are carried out mainly by
Socidté ELF des pétroles d'Afrique équatoriale {ELF-SPAFE}. This company was
originally established in July 1949 under the name Société des pétroles d'Afrique
équatoriale francaise; 1in 1960 its name was changed to Société des pétroles
d'Afrique équatoriale (SPATT), and the present name was adopted in 1968,  After
seven years of exploration, the first commercially explcitable petroleum deposit was
discovered in 1956 at Czouri, and the second was found shortly afterwards at

Pointe Clairette., In 1968, production amounted to 4.6 million metric tons, making
Gabon the fifth largest oil producer in Africa. In Gabon, ELF-SPAFE invested

$15 million in 1967, $28 million in 1968 and $39 million in 1969. From the
beginning of its operations until the end of 1969, it had invested $24C million in

A
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GGaton, $lGT‘million for exploration and $133 million for exploitation. It has

g steff of aboui 1,000, approximately BEC being Gabonese, and has built 75C

o

wellings for its Gabonese workers, a soclal centre, maternity clinic and

dispensaries.

GHANA

L84, Mining - meinly for gold, diamonds, manganese and bauxite - currently
accounts for avout 18 per cent of Ghana's exports and 3 per cent of its gross
demestic product. '

185, (fold producticn, which in recent years has averaged about 800,000 ounces a
vear, 18 carried cut by five companies. Four of these -~ Amalgamaied Eanket

Arcas. Arision Gold Mines, Konongo Gold Mines and Bondage Libiani Gold lines, which
now account for atout %% per cent of Ghana's gold production - were natiohalized
in 1561 and are now operated by the State Gold Mining Compeny, established in 1965,
The Tiftk company, Ashanti Goldfields Corporation Ltd., is the largest gold-mining
enterprise in Ghana, accounting for just under two thirds of the total gold
production.  In January 196G, the share capitel of Ashanti Goldfields was
acquired by Lonrho Ltd., a London-based company which has widespread investments
in Africa. The Government of Ghana granted Lonrhe Ltd., a fifty-year lease to
exploit the Ashanti goldfields to replace a ninety-year lesse, held by Ashanti
Goldfields Corporation Ltd., which had been granted in 1897.  In return, the
Government received 2C per cent of the shares of the Ashanti Goldfields Corporation
with an option to pur:hase an additional 2C per cent at a price of $2.MG per share.
it dividends from the Government's 20 per cent shareholding fall short of the
royalties it received under the old lease, the Corporation will meke up the
difference.

186, Chana is the world's second largest producer of rough diamonds, waich are
mgirly of the industrisl type. The diamonds are produced principally bty four
companies, one Goverrment-owned, which operates under the general control of the
State #ining Corporation, and the other three foreign firms registered in the
United Hingdom. The largest of the foreign firms is the Consolidated African
Selection Trust (CAST)ﬁ which begen operations in 1922, CASY employs some
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2,75C people, including sbout eighty-five African supervisors and sixty-Iive
expatriates, The alluvial nature of Ghana!s diamond deposits enables scine

260 licensed African diggers to mine ' nall claims, hiring workers on a commissici
basis. All diamonds produced in Ghana must be sold to the State Marketing
Corporation.

187. The British Aluminium Company Ltd. is developing new bauxite deposits at
Ichiniso as its deposits at Kanaiyerebo are near the exhaustion point. Chana'=
btauxite production is exported, while alumine i1s imported fer use in the Tema
aluninivm smelter, The latter was opened in 1967 by the Volta Aluminium Company
(VALCC), in which 1C per cent of the share capital 1s owned by the Government of
Ghana and 90 per cent by Kaiser Aluminum of the United States. In 1969 it was
announced that VALCC was to invest a further $24 million in Ghana {c increase the
present capacity of the Tema smelter by 35,000 tons, thus raising its annusi
production capacity to 145,00C tons and meking it one of the largest smelters
ouﬁside North America. Preliminary surveys indicate that 37C million would be
required to provide alumina facilities in Ghana, FPower at a rate of over

200,0C0 kKW is reguired to operate the Tema smelter at its present capacity. This
rower is supplied by the Volta River Authority. Traditionally, the large mining
companics have produced their own electricity, but in recent years thelr power
.output has declined consideratly, since they have been purchasing power directly
from the Volta River Authority. The Velta River project was completed in 1966

at a cost of $13%9 million, contributed by the Government of Ghana, the Internatiomnal
Lank for Reconstruction and Develcpment, the United States Agency for International
Development, the Ixport-Import RBank of the inited States and the United Kingdom.
188, In Decemuzr 1968, six oll companies signed egreements for crude oil
exploration with the Government of Ghsana. The agreements were to be valid for
thirty years and renewable for another ten years. The companies were to pay
$£7,00C a block plus $25 annual rent & square mile in the first year, rising to

$50 a squere mile in the third year. Driiiing was €o start within elghteen months
and at least cne well was to be completed to 12,000 feet within two years., Y
$15C¢,000 bonus was to be paid six months after the contract date for each 50C
square miles of concession. Another $50C,0C0 was to be paid within thiriy days

of the discovery of oil in commercial quantities; $1 million when exports averaged

feoe
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100,0CC barrels a day and $2 million when exports reached a daily average of
200,000, The rent was to increase from $150 a square mile in the first year of
development to $500 in the fourth and following years. Royalties were to be

12.5 per cent of the posted price of crude oil and would be treated as an expense
item, tax being payable at 5C per cent. Fach licensee was to contribute $50,0C0
annually for the establishment and maintenance of a petroleum or petrochemical
department at a Chanaian university. Also at the end of 1968, a decree was issued
empowering the Government to pre—empt all minerals produced in Ghana or from land
under its territorial waters. However, petroleum cannot be pre-empted, except in

time of war or in case of a national emergency.

GUIREA

189, When Guinea attained its independence in 1958, the bauxite deposits on the
Islands of Los had been exploited for six years by the Société des buaxites du
midi, a subsidiary of Aluminium Limited of Canada (ALCAN). In 1961, the Société
des tauxites du midi informed the Government that in view of its inability to solve
" the problems of long-term finance and iteking into account the new technology being
used by its competitors, it could not meet its commitments with regard to the
construction of an alumina plant in the Eoké area. A series of informal
negotiations took place between the Govermment and the company at the highest level.
Following an important cabinet meeting, the Société des bauxites du midi was given
a delay of three months for the execution of the agreement. The official view
was that the newly-won independence of the country and in particular the new
enviromment were important deterrents which led the company not to comply with its
contractual obligations. The Government therefore annulled the concessions for
both deposits and took over the assets in Guinea. The Govermment undertook to
exploit the mines on the Islands of Los with Hungarian and Polish technical
assistance,

160. In 1958, plans for two major bauxite mining projects, one in the area of the
Compagnie internationale pour la production de 1l'alumine (FRIA) and the cther in
the Boké region, were nearing completion., The FRIA deposit, evaluated at

350 million metric tons, was to be exploited by the FRIA, which had been established

Sone
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in 1957 by two French companies, Péchiney compagnie de produits chimiques et
electrométallurgiques and the Société d'electrochimie et dlelectrométallurgie et
des aciéries d'Ugine (now Ugine-Kuhlmann), which in view of the magnitude of the
investment involved in the project had subsequently invited British, Swiss, United
States and West German interests to Jjoin them in an international consortium, The

capital of FRIA now totals the eguivalent of $33.6 million, distributed as follows:

Percentaze
0lin Mathieson Chemical Corporation (United States) v o o » ¥8
Péchiney-Ugine (FTance) + o« « o s o o o« o » o s s o » « s o « 27
The British Aluminium Company Ltd. (United Kingdom) o« o o o+ 1C
Aluminium Industrie Aktiengesellschaft (Switzerland) . .+ . . 1C
Vereinigte Aluminium Werke (Federal Republic of Germany) . . 5

191, The FRIA, which is managed by the French partuners, has invested about

£15C million in various construction projects, including the following:
installations for the working of the teuxite deposits, the Kimbo alumina plant
(original annual production capacity L8C,0C0 metric tons, to be increased to

700,000 metric tons in 1970 through a new investment of $10 million), a 150 km
railway linking the FRIA mine to Conakry, a road, a port at Conakry, and housing for
6,000 people, The FRIA currently employs about 1,4C0 people, of whom approximately
1,200 are Guineans.

192, The Boké project originated in May 1958, when the French colonial
administration granted a TS~year concession to the Société des hauxites du midi for
the exploitation of the bauxite deposits in the Boké region, which are estimated to
amount to 2,000 million metric tons. The company agreed to attain an annual
extraction rate of 1.5 million metric tons by 1963 and to produce alumina at a

rlant with an annual production capacity of 220,000 metxic tons, which it was to
build by 196k, The company also undertcok to implement a programme that would
cost $100 million and would include the construction of a port and a 120-km railway.
By 1961, the company had built only a small pier and 55 km of railway bed and
structures, As noted above, the Government of Guinea in that year terminated the
concession, because the company had failed to meet its obligations under the
concession agreement, and took over its assets in Guinea. The Goverrnment then

began seeking new concessionnaires to exploit the Boké deposits.,
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193, On 1 October 1963, after fifteen months of negotiations, a basic agreement
vas reached between the Govermnment represented by the Minister of Lconomic '
Development and Harvey Aluminium Inc. of Los Angeles (California, USAJ. .Later."
a convention took place between the parties for the setting up of a joint.venﬁure
in which 49 per cent of the equity was to be held by the Government of Guinea, in
exchange for mining rights, and 51 per cent by Harvey Aluminum Inc. A holding
trust was later formed between Harvey Aluminum and msjor aluminiumagémpaﬁies:" .
such as ALCAN (Canada), ALCOA (USA), Péchiney-Usine (France), Ve#ein;éfe:hiymiﬁiuﬁ?Q
Werke (Federal Republic of Germany)} and Montecatini (Italy). ) Initiﬁliy, thé;:;»}”'
control of the trust was left to Harvey which held 51 per cent of'thé‘eéuity;‘buf
later was given away through cession to other pariners. The Hoard ﬁf:Directdfs.'
wat to consist of ten members, five appointed by the Government and five‘ﬁy

Harvey Aluminum (later HALCC). The Chairman was to be designated by the
Government, The President and Chief Executive Cfficer was to be designeted by
Harvey Aluminum (later HALCQ); he was not to be a member of the Board, but would
be able to attend its meetings and vote, Under the agreement, the Government of
Guinea was to receive 65 per cent of the profits of the Compagnie des bauxites

de Guinée (CEG) in the form of income tax, and Harvey Aluminum (later HALCO) was
to receive the remaining 35 per cent. Harvey Aluminum {(later HALCO) was to
exploit the bauxite, producing at least 1 million metric tons a year, and'was to
build a calcination plant with an annual capacity of 10,0CC tons. The Government
also asked Harvey Aluminum to study the possibility of building an aluming plant.
The Government was to construct infrastructure works, including a port for ocean
carrlers, a 15C km railway between the port and the mine, and housing near the
plant.

194, In spring 1965, the Socidte des bawxites du midi filed a claim for
compensation, but rencunced further action on the claim when negotiations began
between Harvey and ALCAN on the purchase of bauxite from Boké and the setitlement
of claims arising from the former.concession. In December of the same year, the
Guinean Goverrment established the Office dt!aménagement de Boké (OFAR), an
autoncmous public entity which was to be responsible not only for the Government |
contribution to the exploitation of bauxite in the Hoké region, but also for ther

development of the whole north-west region of Guines.
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195. In 1966 a number of European and United States companies expressed an
interest in Jjoining Harvey in the Boké project, whose production would thus be
incregased from 1 million to 5 millicn metric tons a year. Negotiations were
initiated, and in 1968 it was announced that a consortium known as HAICO Mining
had been formed, consisting of Harvey Aluminum, ALCAN, the Aluminum Company of
America (ALCOA), Péchiney-lUgine, Vereinigte Aluminium Werke (Federal Republic

of Germany) and Montecatini~Edison (Italy). FEilateral appropriate arrangements
approved bty the Govermment of Guinea and Harvey Aluminum relegsed to the members
of the Consortium respective parts of the benefits extended to it by the Government
of Guinea ir the basic agreement, A series of negotiations teok place and led to
g reduction in the distribution of shares between Harvey Aluminum Ine, and the
other members of HALCC Mining. Finally, under the active supervision of the
Govermment, arrangements were reached for the following structure of HAICO and

the Compagnie des bauxites de Guinée:

Percentage

HALCO!'s capital is now distributed as follows:

ALCOA (United States) « v v o o « = = » o s o o o o o s « 27
ALCAN (Canada) « + v o s s o s o s o s o« s s o o « o « & 27
Harvey (United States) « ¢ o o « o o o o 5 « = s o ¢ » o 2C
Péchiney-Ugine (France) .« o o o » o « s o o o o 4.2 o s « 10
Vereinigte Aluminium Werke (Federal Republic of Germany) 10
Montecatini~Edison {Italy) + o o « o v o s o o = « & » & &

196. The equity of CEG now censists of $2 million, 4% per cent being contributed
by the Govermnment of Guinea in the form of mining rights and 51 per cent by HALCO,
Total investment is expected to amount to about $180 million, $10C million to be
contributed by CBG and $80 million by CFAR., The $1C0 million contributed by CEG
will be derived from the Tollowing:
(1) A %64 million loan from HALCO ($25 million from the Export-Import Bank
of Washingten, $1C million from the Société financiére européenne, $25
nillion from the Kreditanstalt fir Wiederaufbau and the Deutsche Bank,

and &4 million from other sources);
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(ii) $1 million from the Guinean Government;
(1i1) A $15 million additional capital contribution from HALCO;
(iv) A %20 million loan from the members of the HALCO consortium
{repayable without interest over ten years after a six-year grace
) period).
197. The $80 million to be contributed by CFAE was to be derived from a $64.5
million loan from IBRD, reimbursable in twenty years begimming in July 1973 =t
an interest rate of 6.25 per cent and a $20.8 million loan from the United States
Agency for International Development, reimbursable in twenty-six and a half years
beginning in July 1973 at an interest rate of 2.5 per cent per annum.
198, The infrastructure work for the Eoké project was officially inaugurated in
October 1969 and is expected to be completed in 1972.
199. As regards other minerals, in February 1969 the Government of Guinea asked
the Swedish firm Grangesberg, a partner since 1963 in the Liberian-American-Swedish
Minerals Co. (LAMCO), to undertake a preliminary survey of the iron deposits in the
Wimba Mountains. The survey yielded very encouraglng results; the Govermment of
Guines therefore established the Compagnie du minérai de fer de Guinée (MIFERGUI),
which includes five foreigh companies from Austrslia, Italy, Romania, the United
States and Yugoslavia respectively, Japanese interests were expected to Jjoin the
consortium later. The Government of Guinea is to receive 56 per cent of MIFERGUI's
profits, Arrangements have recently been made for two feasibility studies to
determine the grades and specificaticns of the iron ore. One study is to be
carried out as a UNDP Special Fund Project, and the other is to be undertaken by

2 Belgian firm.

INDONESTA

200, Indonesia's oil policy is based on article 33, paragraph 3, of the 1945
Constitution of the Republic of Indonesia, which stipulates that: "land and water
and the natural riches contained therein shall be controlled by the State and
shall be made use of for the people" and is further defined in the government
regulation replacing Act HNo. 44 of 1960 on‘the mining of Petroleum and Natural

Gas.
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201l. According to this government regulation, foreign participation in the
Indonesian oll and gas industry must be based on a working contract with a state
oil enterprise or enterprises,

202. The regulation provides that petroleum and natural gas are naticnal assets,
controlled by the State, and that only State enterprises, as holders of mining
authority, may undertake the exploration, exploitation, refining and processing,
transportation and marketing of petroleum and natural gas. However, the
Government can appoint contractors for the state oil enterprises if this is
congidered necessary for the execution of operations, which cannct yet be carried
out by the state enterprises. Al the oil and natural gas produced by the
contractors belong to the State, with the contractors recelving a certain
remuheration for their services.

20%, After the promulgation of the govermment regulation replacing Act No. 4k of
19€0, it became necessary to replace the existing agreements with foreign oil
companies operating in Indonesia (the so-called "5-A-Contracts") with agreements
incorporating the basic principles as set forth in the government regulation,

The negotiations with the foreign oil companies (Shell, Caltex and Stanvac)
inevitably led to a compromise, whereby the "S-A-Contracts” with their concession
system were replaced by "contracts of work"”, under which the foreign oil companies
agreed to relinguish all rights held prior to the adoption of the government
regulation and to operate as contractors under the supervigion of the state
enterprises, while retaining responsibility for the management of their operstions.
On 28 November 196%, the Government of Indonesia adopted Act No. 1k, approving a
number of contracts of work, which had been concluded between the state oil
enterprises and the foreign oil companies, namely between the state oil
enterprise Pertamin and Caltex Pacific/California Asiatic 0il/Texaco Cverseas
Petroleum, between the state oil enterprise Permigan and Shell Indonesia and
hetween the state oil enterprise Permina and Stanvac Indonesia,

204. Upon signing the agreements, each foreign oil company agreed to pay the
Government of Indonesia $5 million as an initial bonus, The Government was to
receive quantities of crude oil having a value of €0 per cent of the opersting
incore of the foreign oil companies. The companies were toc sell all their

marketing facilities in Indonesia to the Government within the following five
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years, This transfer was effected in 1965 against a payment in cash to the
comparies of $12,9 million. The compsnies' exploration and exploitation rights
over existing sreas were extended by twenty years, and the companies were also
guthorized to operate in extensive new areas in Kalimantan (Borneo) and Sunatra for
a maximum period of thirty yesars,

205. Shell and Stanvac, which had refineries in Indonesia, were guaraniteed retention
of those refineries for ten years, but the facilities were to be sold tc the
Indonesian Government within fifteen years; the sale price was to decrease to zero
if the transfer was made at the end of the pericd.

206. On 31 Lecember 1965, Shell sold all its operations and assets, including its
oilfields and refineries, to the Govermment of Indcnesia for $110 million, payable
over five years. A

207. In January 197C, Stanvac Indenesia sold its only refinery in Sungal Gerong
(South Sumatra) and its Tandjung Uban Sea Terminal to the Govermnment of Indonesia
for $L.75 million; To assist the Goverrnment in the integration of the Sungail
Gerong refinery with the nearby located Pladju relinery (purchased by the Government
from Shell in 1965), Stanvac agreed to give a $2 million interest free loan to the
Government, to be paid back in six years, _

208. On the same day an agreement was also signed on the enlargement of Stanvac's
operation areas in the districts bordering its old areas in South Sumatra. The
"econtract of work", which was signed by Stanvac for its old areas, also formed the
basis of this new agreement. Stanvac will invest a minimum of $6 million for
exploitation during a period of four years, while the state oil enterprise Pertaaina
(Stanvac's partner in the agreement) will give Stanvac all available geological and
geophysical data for a payment of $75C,CCC.00,

209, Stanvac will also pay bonuses to Pertamina, which will not be included in the
operating cost, namely a signature~bonus of $1.25 million within ten days after

1 January 1970, a contribution of $25C,000.00 to the National (il end Gas Institute
Tor research purpcses and production bonuses as follows: $1 million when the
production reaches 50,000 barrels a day, $3 million when the production reaches
1C0,CC0 barrels a day and $6 million when the production reaches 20C,000 barrels

a day.
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210. In 1960, a long-term credit agreement was concluded between the Government of
Indonesia, represented by the state oil enterprise Fermina, and the Koebayashi
group of Japan for the reconstruction and development of oil fields, including the
related facilities, and for the conduct of exploratory operations to be carried out
by Permina in Nerth Sumatra. Under the agreement, which is valid for ten years,
the annual production of the fields was to be increased as early as possible from
800,000 k1 (the so-called basic production) to 2.5 million ki.

211, The Japanese group was to provide a credit of 18,845 million yen in the form
of equipment, machinery, materials, techniques and services, Permina was to
deliver every year, a8 the repayment in kind of the credit, a quantity of crude
0il equivalent to 40 per cent of that part of the annual crude oil output which
exceeds fhe basic production, This quantity of crude oil was to be converted into
a corresponding monetary amount at the current intermaticnal market price of the
oil. The two parties to the sgreement were to neet every two years to ensure
satisfactory execution of the agreement, For the performance of the agreement
the Keobayashi group established in Japan the North Sumatra Cil Development
Corporation (NOSODECC).

212, The agreements concluded since 1966 by the state o0il enterprises with

foreign companies as thelr contractors in the exploration and exploitation of
petroleun and natural gas have been more in keeping with the spirit and the

basic principles of the 1945 Constitution and the regulation replacing Act No. hh
of 1960. - These agreements, known as 'production-sharing agreements™ are based on
the following principles: +that all the oil and natural gas produced remains the
property of the Stéte; that the management of all the operations is in the hands
of the state enterprise, which bases the agreement on a work programme and an
operating budget drawh up and executed by the contractor; the maintenance of
regular contacts and consultations tetween the contractor and the state enterprise
at every stage of the work programme; the obligation of the contractor to use the
services of the state enterprise, including qualified Indonesian perscnnel, to

the maximum.

21%. The sharing of the production, as remuneration for the services of the

contractor, is carried out on the following basis:
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(a) The foreign contractor has to bear all operating costs, which may be
recovered out of the production only after commercial production has started;

(b) The contractor is cobligated to invest, during a certain periocd of time
stated in the agreement, a minimum amount of capital in exploratory activities;

(¢} Equipment purchased by the contractor pursuant to the work programme
becomes the property of the state enterprise when landed at the Indonesian port
of impoxrt. Depreciation on this equipment is to begin on the date of commencement
of commercial production and shall be at a rate commensurate with the useful life
of the relevant asset, bub not to exceed 10 per cent per annum;

(d) After commercial production has begun, the foreign contractor may
recover its operalting costs out of the annual production up to a maximum of
LO per cent. The balance is then divided between the Government and the contractor,
with the former receiving 65 per cent which may be increased to 67.5 per cent after
the production has reached a certain level. The oil is valued at the prevailing
international market price. The contractor is required to supply the domestic
market Tor petroleum products by selling a part of the crude oil to which it is
entitled to the Government against a certain fixed price,
21L, The agreements alsco contain a provision regarding the employment of qualified
Indonesian personnel and their training for staff positions after commercial
production has started and, furthermore, provisions dealing with the payment by
the contractor of a signature~bonus, & compensagtion-payment for available data
furnished by the state enterprise and production bonuses after production has
reached certain levels, All these payments are not to be included in the operating
costs by the operator. The duration of the agreements is thirty years, including
an exploration pericd of eight to ten years.
215. The April 1968 production-sharing agreement between the state oil entorprise
Permina and International Oils Exploration N.L. of Australia, for instance, provided
that Permina would take 65 per cent of the output up to 75,000 barrels a day,
after which Permina would take é7.5 per cent after s portion of the production had
been deducted to cover operating costs. When production reached 5C,0C0 barrels
a day, International 0ils Exploration was to pray Permina a production bonus of
$1 million.,
216. Under e July 1968 agreement between the state oil enterprise Pertamin snd the

Compagnie frangaise des petroles (CFP) for exploration and exploitation in the
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Djambi area of South Sumatra, CFP was to spend a minimum of $1C.5 million for
exploration over a period of six years. The ares involved was 20,C0C square
kilometres, both on~shore and off-shore. After part of the production had teen
deducted to cover operating costs, the balance was to be shared on the following -
basis: 65 per cent for Pertamin and 35 per cent for CTFP up to 75,000 barrels a
day, and 67.5 per cent for Pertamin and 32.5 per cent for CFP thereafter. The
duration of the agreement was thirty years, including an eight-year exploration
period. The CFP was to pay $1 million for geoclogical information and productioﬁ_
bonuses of $1 million when production exceeded 10C,00C barrels a day and another.x.
$1 million when production exceeded 2C0,0C0 barrels a day. :
217. Under a production-sharing agreement for exploration and exploitation off

the western tip of West Irian, signed in Cctober 1968 between the state oil
enterprise Pertamina and AGIP, a subsidiary of Ente Nazionale Idrocarburi (ENI),
the Ttalian Covernment-owned company, AGIP was to invest a minimum of $16 million
for exploration in the first eight years. '
218, The AGIP was to pay $1.5 million for information held by Pertamina and
production bonuses of $5CC,00C.00 when a production level of T5,CCC barrels a day -
had been reached, $1.5 million at a production level of 1CC,CCO barrels a day B
and $2 million at a production level of 200,000 barrels a day. The contract
covered an aresg of approximately 1CC,CC0 sguare kilometres, parts of which were

to be gradually retufned to the Government of Indonesia, sc that by 1968 it
covered only 15,000 sguare kilometres.

215, After commercial production had been started, the balance of the production
after deduction for operating costs was to be shared between Pertamina and AGIP .
on a 65 : 35 basis until production reached 75,000 harrels a day, after which
Pertamina was to receive &7.5 per cent and AGIP 32,5 per cent,

220, Production-sharing agreements on broadly similar lines have been concluded
with a number of other foreign companies, such as Cities Service Company, Union
il Company of California, Mobil Cil Corporation, Gulf Qil Corporation, L.F.,
Shell, Fhillips Petroleum Company, Continental Cil Company, Japan Petroleum
Exploration Company, Kyushu 0il Company (Japan), frontier Petroleunm Company.

221, With regard to the mining sector, it was decided in 1968 to open a
Government-owned mechanized diamond mine in Kalimantan, and the Government
cencluded an agreement with the Dutch company, Netherlands Diamant laatschappij of

Amsterdam, under which the latter was to cut, polish and sell the diamonds.
Seen



222, The Government of Indonesia has granted rights to Freeport Sulphur for

copper in West Irian, to International Nickel for nickel in Sulawesi and to

NV Eiliteon laatscheppij for tin in on-shore and of'f-shore areas near Singkep-

- Bangks. The three contracts invelved a capital outlay of abtout $16C million by
the three companies.

203, In March 1969, the Government of Indonesia signed a contract with FT Packific
Nikkel Indonesia, & consortium of Canadian, Netherlands and United States ecapital,
Tor nickel exploration in West Irian. Under the contract, which is valid for
thirty years, extendable by mutual agreement, $l.5 million is expected to be
invested in exploraticn and a further $75 million will be invested if ore is
discovered in commercial guantities. The contract does not provide for a tax
holiday and the nickel will be considered State property until the point of sale.
Land rent, royalties and corporation tax will be paid, the corporation tax being
27,5 per cent of net income during the first ten years, and L5 per cent for the
reraining peried, ining contracts with a number of other foreign companies were
being negotiated Tfer bauxite, nickel, tin and heavy minersals.

2ok, With regard to the development of land resources, the prevailing pattern of
the Indoneslan rubber industry has been cne cf large estates capable of producing
high=quality rutber. In Cctober 1568 the last of the major companies which
formerly possessed rubber plantations reached agreement with the Government of
Indonesia on the resumption of contrel of its former estates. All the companies
which have resumed control of their estates will be allowed to employ expatriate
managers., The Zelgian rubber plantations of Socfin, Sipef and Plantagen AG in
At jeh, North Sumatra and West Java were transferred back, on 29 April 1968, by an
agreement under which the Delgian companies were to enter into a Joint venture with
the Government of Indonesia, putting up 6C per cent of the initial capital outlay
of $1%.5 million, while the Government of Indenesia supplied the resgt.

225, In 1968, a joint venture was established between the Indonesian Company
cumatra Tniernmational Timber, and a FPhilippine concern, which was granted a twenty-
year licence to exploit 10C,0CC hectares of forest in north Sumatra and the Riau
archipelago. The Fhilippine company promised te set up a wood-processing in@ustry
in the region and to develop its infrastructure in return for the rights to the

timber. In the same year, the Government of Indonesia epproved two other joint
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ventures involving the investment of foreign capital in the forestry industry.
One of these ventures was established by the Kaju Indonesian company and the
Mitsubishi Kaisha of Japsn, for exploitation of 100,0CC hectares in East
Kalimantan at a cost of $2 million. The other was established by the Indonesian
Mines Company and the Netherlands concern Fijout, for the exploitation of

950,CC0 hectares in the Riau archipelago, with a capital outlay of $2 million.
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226. In the period between the two world wars, several disputes arose between
the Government of Persia and the Anglo-Persian 0il Company Ltd. (APOC), later
the Anglo-Iranian 0il Company Ltd. (AIOC), over payments in the Government.

The Anglo-Persian 011 Company Ltd.'s cil concession had originally been granted
in 1901 teo William ¥Xnox D‘Arcy‘af Great Britain. That concession had covered
500,000 square miles, that is, the whole of Persia except for five northern
provinces, and was to be valid for sixty years. The Government of Persia was
to receive & cash boenus of £20,000 of paiduup ghares, in the first exploitation
company within one month of its formation, 16 per cent of the company's annual
net profits and an annual tax of 2,000 tomans.

227. Cn 15 April 1909 APCC had teen established to take over the DfArcy
concession, the majority interest being held by the Burmah 0il Compeany. In
1914 the British Government had acquired 56 per cent of APOC's equity, the rest
belng held by Burmsh 0il &nd D'Arcy.

228, In 1932, the Government of Persia unilaterally cancelled APOC's concession,
with a view to obtaining increased payments, since its 16 per cent shares of
APOC's net profits had declined owing to the fall in world oil prices during the
Great Depression. A new agreement was signed in 1933, valid for sixty years,
which reduced the concession area from 500,000 to 100,000 square miles and
provided for the payment to the Goverrment of a royalty of 4 shillings (gold)
rer ton of petroleum sold, and an annual sum equel to 20 per cent of the
dividends distributed to ordinary APCOC shareholders in excess of £671,250.

Total annual payments to the Government of Persia under those headings were to
be no less than £750,000, Furthermore, APOC was to pay, for the first fifteen
years of the concession, a tax commutation of 9 pence per ton for the first

six million tons of petroleum preduced and sold per annum, and 6 pence for every
ton in excess of that amount. The minimum annual commutation payment was to be
no less than £225,000, For the second fifteen years of the concession, AFPOC
was to pay & tax commutation of one shilling (gold) per ton for the first

6 million tons of petroleum sold ver annum, and $ pence for every ton in excess
of that amount. The minimum annual commutation payment in that period was to be
£30,000. The Government of Persia relinguished its £20,000 equity in the
producing subsidiary of APOC against a payment of £1 million, covering that and

other claims by the Goverrment,
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229, In 1947, the British Goverrment imposed a ceiling of 30 per cent on the
dividends that could be distributed by any British company. This limitation

naturally affected the payments to the Govermment of Iran, which in additicon to
tonnage royalties was entitled to receive annually a rvayment equal to 20 per cent
of the dividends distributed to AIOC shareholders in excess of £671,250. In
1948, AIOC suggested that it should make a supplementary payment to the
Govermment. of Iran to compensate it for any losses resulting from the British
Government 's dividend limitation policy. The Govermment of Iran suggested
instead that the financial arrangements of the 1953 concession agreement should
be renegotiated,

230. A supplementary agreement was accordingly drawn up, under which:

(a) The royalty per ton was to be increased to & shillings {gold), and
total annual royalty payments to the Goverrment were to be no less than
£4 000,000;

{(b) The Goverrment of Iran was to receive a sum egquivalent to 20 per cent
of any distribution to AICC's ordinary shareholders in excess of £671,250,
whether that distribution was to be made as dividends or from general reserve;

(¢} The tax commutation payment was to be increased from 9 pence to
1 shilling (gold) per ton.

231, This agreement was initislled by AICC and the Government of Iran on

17 July 1949, but was rejected bty the Iranian Parliament in December 1950.
Relations between AIOC and the Government of Iran continued to deteriorate, and
on 30 April 1951 the Iranian Parliament voted to nationalize the Iranian cil
industry,. The nationalization law was promulgated on 1 May 1951 bty the Shah.

In the same year, Irar established the National Iranian 0il Company (NIOC) to
control the country’s oll reserves, The NIOC now distributes petroleum prcducts
in Iran, makes arrangements for exports of oil and natural gas, and has entered
into partnerships with foreign ccmpanies for the extraction of oil and the

production of petrochemicals.
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232, On 20 October 1954, an agreement was concluded between NICC and the
Government of Tran on the one hand and & consortium of eight (later slxteen)S/
internaticnal oil companies on the other. According to this agreement, two
operating companies were established, an exploration and producing company which
carries out expldoration and production activities within the agreement area, and
a refining company, which refines and processes crude oil and natural gas
produced by .the explozatlon and producing company, Fach of the operating
comnanles is entltled to receivé one shllllng per cubic metre of crude oil
delivered and refined. Fifty per cent of ‘the consortium's annual net profit
and the operating cdmpanies‘ fees are received by the Government of Iran as
taxation.

233, The_réyalty to be received in cash or‘kind by NIOC is 12.5 per cent of the
crude o0il and ﬁatural gas produced by the exploretion and producing company.
According to the first supplementary agreement between the Government of Iran and
NICC on the one hand and the Consortium on the other in 196k, most of this royalty
is to be charged to expenses by 1971, and thereafter all of the royalty will bte
considered as operating expenses. In May 1967 & second supplementary agreement
was slgned between the parties, according to which approximately 25 per cent of
the agreeﬁent area was relinquished, The basic terms of the agreement are set
out in the annex table.

234, In August 1957, NIOC coneluded an agreement with Agip Mineraria which
provided for the establishment of the Société Irano-Italienne des pétroles
(SIRIP), with an equity subscribed equally ty NICC and Agip Mineraria. The
agreement covered three separate areas: 5,600 sq.kk. in the Iranian continental
shelf located in the northern part of the Persian Gulf, 11,300 sq.km. in the

eastern slopes of the Zagros mountains and an area of 6,000 sg.km., along the

5/ The sixteen companies were the following: British Petroleum Company Litd.
N (40 per cent), Royal Dutch Shell Group (14 per cent), Compagnie frangaise
des pétroles (6 per cent), Standard 0il Company of New Jersey (7 per cent},
Standard 0il Company of California (7 per cent), Texaco Incorporated
(7 per cent), Gulf 0il Company (7 per cent), Socony Mobil 0il Company
(7T per cent) and the Iricon Agency, Ltd., composed of eight United States
0il companies (5 per cent). '
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coast of the GUIf of Oman, The Agip Mineraria was to spend z minimum of

$22 million on-exploration during the first twelve years, If commercially

exploitable oil deposits were discovered, &5_.IP was to refund 50 per cent of

the exploration expenditure to NIOC and 50 per cent to Agip Mineraria, During

the first twelve-year period, the explorable areas were to be gradually reduced
. 8O that.bylthe end of that pericd the area of cperations was reduced to areas in

whibh commercially exploitable fields had been discovered. The development

"}activities‘and completion of exploration were to be financed and controlled by

1SIEIP;_$up§brted by the equal contributions of NIOC and Agivp. The basic terms
of-the‘agfeémént are given in the annex table,
".255.:In_Juné‘l958 NIOC concluded an agreement with the Pan-American International
bil Company, & subsidiary of Standard 0il Company {Indiana) which resulted in the
establishment of the Iran Pan-American 0il Company (IPAC), a non-profit joint
gtock company with equity subscribed equally by UIOC snd the Pan-American
International 0il Company. The areas cof coperaticns were to cover two separate
areas of 1,000 and 15,000 =g,km, of the Iranian continental shelf located in the
northern part of the Persian Gulf. According to this agreement, Pan-American
was to make & minimum exploration expenditure of $82 miliion during the first
twelve years. Upon discovery of a commercial field, the exploration
expenditures were to be refunded to the Pan-American International Cil Company
by IPAC from which 50 per cent was to be recelved by NIOC. Pan-American was
- also to pay a cash bonus of %25 million within thirty days of the effective date
of the agreement. From the thirteenth year of the effective date of the
‘agreementf-IPAC was to pay annual rental at the rate of $400 per sq.km. Tor the
first five years, $L80 for the second five years and $60C thereafter, The
agreement was to be valid for twenty-five years from the date of commencement of
commercial production and is renewable for five years on the same terms at the
request of Pan-American, Two further five-year extensions may be granted at
the request of Pan-American, on such terms more favourable to Iran as might have
heen included in current contracts between NICC arnd other foreign oil companies.
Development activities and the completion of exploitation were to be financed
and controlled by IPAC, The petroleum produced was to be owned jointly by NIOC

and Pan-imerican, and the Iran tax liability of NIOC and Pan-American was not o

fun
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exceed 50 per cent of their net profit for each vear, The Iranian Govermment
and NIOC were to receive 75 per cent of the profit. The basic terms of the
agreement are set out in the attached table.

236. In 1966 an agreement was concluded between NICC and the Entreprise de
recherches et d'activités pétrolitres (FRAP), a French Government oil company
wnich, as contractor, was to carry out exploration and production activities in
two separate on~-shore and off-shore areas. At the end of the first year from
the effective date of the agreement, the off-shore area is to be reduced to
approximately 10,000 sq.km., and the on~shore area to 20,000 sq.km, and more
reductions will take place in following years, The costs of exploration,
appralsal and development activities are to be paid by the contractor. The
exploration expenditures are to be refunded upon discovery of a commercial deposit.
The costs of appraisal and development activities, with the relevant interest, are
to be reimbursed to the contractor by NIOC in equal instalments, The contractor
may buy crude oil produced from the agreement area in an amount equal to the
above-mentioned costs. As soon as a commercial deposit is discovered, 50 per
cent of it is to be set asgide as a national reserve, The hasic terms of this
agreement are given in the annex table,

237. Two other contracting agreements were concluded in 1969 between NICC and
AREPIéf (a group of European 011 Companies) and Continental 0il Company
respectively. These agreements cover parts of the areas relinquished by the
Consortium in 1947. The principle terms of these two agreements are also given

in the annex table.

6/ Entreprise de recherches et d'activités pétroligres (State-owned),
32 per cent; Italy's ENI (State-owned), 28 per cent; Spain's Hispanoil
(State-owned), 20 per cent; Belgium Petrofina (State-owned), 15 per cent;
and Austria's Oe, M,V. (State-owned), 5 per cent.



Annex

SUMMARY TAELE OF OIL AGREEMENTS IN IRAN

Minimun
exploration
Name of company Parent compenies® Bormus Rental expenditure
ané Lype of shares Inte of Irmtion Areg (millions of {4V per_year (miliions of
agreement (pereentage) agreement {yesrs) (1) Relinguishient US dollars) per k) US dollsers) Taxation
1. Consortium B.E. ko 29/10/1954 25 Criginal: #,900 sq.1m, 2 - - - 50 pet cent
aonceseion Shell 4 Extensions: 25k, 112 baged on
Esso 7 3x % Pregent; posted.h/
Culf 7 189,812 prices=
Stancal 7
Mebil 7
Texecoe g
CFP
I:‘iconE/ 5
2. SIRIP KIng a/ 50 27/8/1957  Exploration: Original: By end of: - - 1st I years: 50 per cent
Joint venture AGTP, S5.7.A.= 50 12 22,900 S5th year: 25 per cent & - Teged on
Epleitation: oth year: 25 per cent The other reallzed
25 from of originel area 8 years: prices E/
sale of 12th year: all areas 2/year
20,000 tons except those where :
Extensions! o0il hae been found
Ix5 io commercisl
quaptities
3. IPAC NTOC 50 5/6/1958 Explarationt originel: By end of: 25 LOO during: 1lat b years: 50 per cent
Joint venture Pan. fm. 20 12 16,000 Sth year: 25 per cent 13th-1Tth year B.5/vear based on
Explottation: In the mext § years: 480 during: The other realized
a5 £5 per cent of 18th-29nd yesr 8 years: prieces gf
Fxtensians: ordginal area 600 during: 6/ year
3x 5 By end of: 274 yesr
12th yesr: all areze and later
except those where
oll has been Ffound
in commercisl
quantitiés
L. LAPCO NIOC 7 50 13/2/1965 Exploration: Origlnal : By end of: Initial: 25 After commencement 15t 4 years: 50 per cent
Joint venture others= 20 12 8,000 Sth year: 29 per cent When production of commercial a/year baged On
Exploitatich: In the next 5 yemrs: from block % rroduction: .E./ The cther reslized
25 from 25 per cent of averages for During: B years: prices h/,i/
+time 3 originel aves 30 consecutive 1st 5 years:  4oo 0,375 /year
100,000 w By end of deys: 2nd 5 years: 480
are 12th yemr: mil arens 100 THd: 1 3rd 5 years: 600
exported except those where 200 TB/d: 2 th 5 years: 780
Extensions: ©il hea been found 400 TB/A: 3 Sth 5 years: 1,050
3x 5 in commerciel
quantities
5. DOPCO NIOE 50 13/2/1965 Edploration: originel: By epd of: Initial: 59 After comnencement 1st 4 yeara: 50 per cent
Joint venture Shell ¢} 12 6,036 Sth yewr: 25 per cent When production of comzercial 2,5025 fyear tesed on
Exploitations In the next 5 years: averages productlon: gf The other reallzed
25 from 25 per cent of 100 TE/Q for During: 8 years: prices k/,1/
time 3 original arean 30 consecutive 1s% S years: hoo 1,00%/year ’
100,000 o By end of: days: 2nd 5 years: L0
are 12th year:!: all areas from: 3rd 5 years: B0
exported except those where bilock 1: 16.8 btk 5 years: 780
Extenslons: oil has been found tlock 23 1l1.2 5th 5 years: 1,050
x5 in commercial
quantities
6. FRC NIOZ / 50 13/2/1965 Exploration: Original: By end of: Initisl: 27 After comnencement 1st b years: 50 per cent
Joint venture SC}}?‘]:RA!‘F'1 50 12 5,759 5th year: 25 per cemt Upon commercial of comercial 2/year Pased on
Exploitation: In the next 5 years: digcovery in the production: 5/ ‘The other reallzed
25 from 25 per cent of aren deslgnated During: 8 years: prices h/,1/
+ime 3 original area ARCD: 2 lst 4 yemrs: 40O 1.8/year
100,000 By end of: 2nd 5 years: 480
are 12th yesr! sil areas 3rd § yeers: 600
exported except those where Lth 5 yeara: T8O =
Extenslons o1l hes been Tound 5th 5 years: 1,050 gg‘as
3x5 in commercial ’ 3
3=

quantities
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Minimm
exploration
Neme of compary Parent companies' Bonus Rental, expenditure
and type of shares Inte of Durstion Aren (milliona of ($Us per yenr (millions of
agreement (percentage) agreenent; (years) {km?) Relinguishment US dollars) per kof ) US dollars) Taxation
7. INIROCO NG g 50 13/2/1965  Exploration: Original: By end of: Initial: 34 After commepcement 1st 4 years! 50 per cemt
othere— 50 12 T.,960 Sth yeer: 25 per cent ¥hen production of conmercial /year based on
Exploitation: In the next 5 years: from block R production: E/ The other reallzed
25 from 25 per cent of averages: Durlag 8 years: prices h/;i/
time 3 ariginal srea 200 TB/d for 1st 5 yesrs: 40O 2/year
100,000 o By end of : 30 congecutive 2nd 5 yesrs: Lo
are 12¢h yeer: ell aress daye: 10 Frd 5 years: 600
exported except those where Lth § years: 780
Extensions: 01l has been found 5th 5 years: 1,050
3% 35 in commereisl
quantities
8, IROPHO NICE 4 / 50 13/a/065 Exploration: Orlginal: By end of: Initinl: 40 After commepcement lat L yeavs: 50 per cent
Joiat venture others= 50 12 2,251 5th year: 25 per cent of commercial 2,5/year based on
Exploltation: In the pext 5 years: production: 5_/ The other realized
25 fram 25 per cent of Turing: . B years: prices h/,1/
time original ares let 5 years: LOO 0.75,/yenr
100,000 By epd of: 2na 5 years: LBO
are ’ 12th year: all areas 3rd 5 yeara: 600
exported except those where 4th 5 years: T8O
oil has been found 5th 5 yeara: 1,050
in comrercial
quantities
S. FEGUFCO wIo¢ 50 15/7/1565 Eeploration: trigimnal: By end of: Initial: &5 After commencement lst 4 yeera: 50 per cent
Joint vertaize athers™ b1e] 12 5,150 Sth yéar: 25 per cent When production of commercial 2 /yenr taged on
Ixplolitation: In the next 5 yearas: BVErBEEE | production: ;/ The other realized
25 from 25 per cemt of 200 TB/G. for Dring: . 8 years: Prices b ,3/
Lime 3 original area 30 consecutive 1st 5 years: 400 Q.25 fyenxd
200,000 By end of: days: 5 2ml 5 years: 480 '
are 12th yeaxr! a1l apess srd 5 years: 600
exported except those where Lth 5 years: T80
Extensions: 0il has veen found Sth 5 years: 1,050
3%5 in commercial
quan*titips
10, ERAFE/’E/—NIOC soi'nwwi/ 13/12/1966  Exploration: Originel : (2) offshore: - - FRAP will put up ell
service conbroct Offshore: (a) OFfshore: By end of: funda, repaystle by
Lzt phase! 3 20,000 1st year: 50 per cent FIOC only upon
_ 2nd phage: 3 (b) Omshore! 3rd year: 1/3 of commerclal dlacovery;
Onshore ¢ 254,000 remaining ares If work obligation
lat phase: 4 Another 3 years! has been fulfilled in
71 phage: 2 1/3 of remaining the 1st phege: 1n the
Extensicone: ares offshore avea in the
Offshore: (b) onshore: 2nd 3 year period mnd
1x3 Original ares reduced if extended further:
Cnshore: to: 2 3/year; in the onahore
1x2 20,000 kit ares 1n the 2 year
Exploitation; after lat year period end 1f extended
25 from 10,000 further: 2/year
time 3 after Uth year
100,000 5,000 o
are aold after 6th year
. e 2 oo asepid/ 3/3/1969 Exploration: Ortginal: By end of: - - AREPT will jgok.oip- the
service contract a 27,260 Sth year: U5 per cent following funds, repeyable
-ribrbennian:y {cnehcre and 8th year: 5C per cent by ¥IOC ounly upon .
2 offahore) of remaining area comeercial dfscovery:
Exploitation: £f exploration During:
25 from period 1s extended lst 5 years: 10
date of 10th year: all area Rext 3 years:
contnerclal outeide discovered 2 fyear
d1scovery commercilal fields If extended:
next 2 years:
2/year
12, Comtinentsr L/ Contibental Of1 6/4/1969 Exploration: 12,860 After: Initiel: 1 - let 5 years: &
-NIOC Co. of USA 100 - 5 5 yearsi 50 per cent let 4 years: 1/year Next 2 yesrs: 2 fyemr
' Extensions: 7 yeara: 50 per cent Upon' commereial Mext 2 years: 2/year
2x2 of remining area dlacovery: 1 )
Exploitation: When production
25 ! reaches:
100 TB/: 2
150 TB/d: 2

Arree and Prntanates on Tollowine vace
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Source and Foot-Notes to Annex

Source: Organization of Petroleum Exporting Countries.

L

o

Q

S8

Relinguished in March 1967 in accordance with a decision taken during the Annual
Board Meeting of 1966.

Coste cover production ceoste and royalty (12.5 per ceut) expended in accordance
with OFEC formula.

Iranian Atlantic h/l?, American Independent 2/12, Signal Cil and Gas 2/12,

Getty 1/12, San Jacinto 1/12 (bought by Continental 0il Co. in 1966), Sohio
Trading 1/12 and Tidewater 1/12 (merged with Getty 01l Co. om 30/9/1557).

A subsidiary of ENI (ENI ie State-owned).

SIRIP shall publish posted prices, and any discounts offered shall be determined
bty a committee formed of two representatives, one from NICC and one from AGIP.
Atlantie Explo-ation Co. 12.5 per cent, Murphy Middle East 011 12.5 per cent,
Iranian Sun 0il 12.5 per cent and Union 0il of Iran 12.5 per cent,

In case commercial production commences prior to the end of the 1l2-year
exploration period, the rental shall be reduced by an amount in respect of

each year as follows: on the lst and 2nd anniversary of effective date, rental
shall be $52.5/year/km?; on the 3rd and 4th: $105/year/km?; on the 5th and

6th:  $157.5/year/km?; on the Tth and 8th: $210/yvear/km®; on the 9th and

10th: $262.5/year/km?;: and on the 1lth and 12th: $315/vear/kn?.

Rates of income tax will not exceed those applicable to other compeanies engaged
in eimilar operations in Iran which togrther produce or cause to be produced
more than 50 per cent of Iranian crude ofl.

First and second party, each will publieh posted prices in the awounts determined
and approved bty the Board of Directors. Crude oil produced shall be sold at =uch
posted prices minus any discount epproved by first party (NIOC).

Entreprice de recherches et d'activités petroliéres (State-owned) £0 per cent
and Soci€té nationale des petroles d'Aquitaine (ERAP - 52.78 per cent,

private - 47.22 per cent) 20 per cent.

AGIP 16 2/3 per cent, Phillips 16 2/3 per cent snd Hydrocarbon 16 2/3 per cent.
Cities Service Cc. Inc., Kerr-McGee Corp., Atlantic Richfield Co., Skelly Co.,
Sunray DY 011, Superior 0il Co., Tidewater (il Co.

Wintershall AG 10 per cent, Gelsenkirchener Bergwerkes-AG 10 per cent, Deutsche
Erdoel -AG 10 per cent, Scholven Chemie AG 6 per cent, Preussag AG & per cent,
Gewerkschaft Elwerath & per cent, Tiefbohr-Jes. m.b.H. 3 per cent.

It acts az a contractor for NLOC, and will carry out oil exploration and
development on behalf of NIOC. Fifty per cent of ¢il reserves discovered btelong
to NIOC and are szet aside as '"mational resgerves".

ERAP iz entitled to purchase from NICC 35 to L5 per cent of crude oil produced
over twenty-five years, at production cost plus 2 per cent (of cost) plus tax
(50 per cent of realized price minus cost) based on realized price. TRAP will
market 3,000,000 tons per year of NICC's share of crude during the first five
years and 4 000,000 tons per year for the second five years, and pay NIOC's
reallzed price minus 2 per cent lof realized price) saltes commission.

/...
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Source and Foot-Notes to Annex (continued)

E/ If production is legs than 275 TB/d, AREPI is= entitied to buy 45 per cent of
production; for production over and above 275 TB/d this entitlement is reduced
to 30 per cent. The price to te paid by AREPI shall be production cost plus

2 per cent {(of cost) plus tax {50 per cent based on realired Price). Upon
request, AREPTI shall wmarket 2,000,000 tons per year of NICCTs crude when
production is 5,000,000 tons per year or under; at realirzed price minus O.5¢/bbl
commission; and will market 3,C00,CC0 tons per year when production is

between 5,000,000 and 10,000,000 tons per year, and 4,000,000 tons per year
when production is above 10,000,00C tong per year, abt realized price minus
1.5¢/obl.

France's ERAP (State-owned) 32 per cent, Italy's ENI (State-owned) 28 per cent,
Spain's Hispanoil (State-owned) 20 per cent, Belgium's Petrofina (State-owned)
15 per cent and Austria's Qe. M.V. (State-owned) 5 per cent.

Extension granted only if minimuom exploration expenditure during first eight
years has been exceeded by 50 per cent.

I production is less than 275 TB/d, Continental is entitled to purchase

L5 per cent. This percentage is reduced to 30 per cent for any amounts of
production over 275 TB/d. The price to be paid by Continental shall be
production cost plus 2 per cent plus a tax of 50 per cent based on realized
prices.

When production 18 legs than 275 TB/G, Continentsl iz entitled to pucrchase

45 per cent, and for any amount over 275 TB/d, 37 per cent. The price per
barrel shall be unit cost of production plus 2 per cent and a 50 per cent

tax based on realized price. Upon request, Continental shall market the -
following quantities of NIOC's crude at realized price minus commission:

up to 60 TB/d for the first five years of production and €0 TB/a thereafter .

S8

S

Jct
e
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IRAQ

238, Irag's economy is based mainly on a single resource, namely oil, and oil
revenues account directly for about 20,9 per cent of the country's gross national
product and 42.7 per cent of Govermment revenues,

259. In the period between the two world wars, petroleum concessions were granted
to three companies:

(a) The Iraq Petroleun Company (IPC) (originally the Turkish Petroleum
Company, Ltd.) was first granted a concession covering 192 square miles under an
agreement of 14 March 1925. The terms of this agreement were revised in an
agreement of 24 March 1931 under which the area covered by the concession was
enlarged to 35,126 square miles in the districts of Baghdad and Mosul east of
the Tigris. The agreement was to be valid for seventy-five years. The
Government was to grant IPC complete fiscal exemption and was to receive the
Tollowing payments:

(1) A royalty of 4 shillings (gold) per ton for twenty years after

construction of a pipeline to a port;

{(ii) During each period of ten years after the above-mentioned twenty years,
the b-ghilling royalty was to augment or diminish by the percentage by
which the company's profite in the preceding five-year pericd exceeded
or fell telow the profits earned in the first fifteen years of the
twenty-year period, on the conditlion that the maximum royalty would be
6 shillings (gold)} and the minimum royalty 2 shillings (gold)} per ton.
In both the initial period and subsequent periods the minimum annual
royalty was to be £400,000 (gold);

(iii) Tax commutation of £9,000 (gold) per year before regular exports began:
£60,000 (gold) for the first % million tons and £20,000 (gold) for
every subsequent million tons:

(iv) Twopence for each 1,000 cubic feet of natural gas sold;

(v) £1,400 per year for Government inspection expenses;

(vi) Rent of 2 annas per hectare for non-cultivable land leased from the

Government, and ‘a fair rent for cultivable land.
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{t) The British 0il Develomment Syndicate (BOD) was granted e seventy-five
year concession, on 20 April 1932, covering 41,302 square miles west of the
Tigris and east of the 33rd parallel. In 1937, BOD's concession was taken over
by IPC, which in 1941 established a wholly-owned affiliate, the Mosul Petroleum
Company, to exploit the concession, The financial terms of the BOD concession
agreement were the following:

(i) Royalties as in the IPC agreement, except that the minimum annual

royalty was to be £200,000 (gold);

(ii) Payment of twopence mer 1,000 cubic feet of natural gas sold;

(iii) Tax commutation of £1,000 (gold) a year until commercial production
began, then same rpayments as IFC;

(iv) Annual vayments for exploitation rights ("dead rent") of £100,000 (gold)
a year from 1933, with yearly increases of £25,000 (gold) until
commercial production began, up to an annual total of £200,000 (gold);

{(v) Twenty per cent of oil producticn to be transferred rree of charge to

the Govermnment.

(¢) The Basrah Petroleum Company, Ltd. (BPC), an affiliate of IPC, was
granted a seventy-five-year concession, on 29 July 1938, covering 87,236 square
miles west of the Tigris and to the scuth, near Kuwait, The financial terms of
the concession were the same as those of the BOD concession agreement, except
that BPC was to pay a "dead rent" of £200,000 (gold) until commercial exports
began, and was to make minimum annual royelty payments of £200,000 (gold), which
was to be increased to a minimum of £400,000 {(gold) in the case of the discovery
of important oil reserves,

240, Thus, by 1938 IPC and its affiliates held concessions covering almost the

7/

whole of Iraq, except for a small area near the Iranizan frontier.— During and

7/ Percentage

B The IPC shareholders were the following:
British Petroleum (formerly Anglo-Persian 0il Co,) . . . . 23,75
L 23.75
Compagnie francaise des pétroles , . . . . . . . . . . . . 25.75
Standard Oil of New JErsSey . . v v v v o o o o o« o 2 ¢ + & 11,875
SOCONY & vt v i e e e e e e e e e e e e e e e e e e e 11.875
Gulbenkian . o & v v v v v v e e i h e e e e e e e e e 5.0

O
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after the Second World Var the Government of Iraq asked the IPC group teo pay it a
larger share of the petroleum profits, In August 1950, after lengthy negotiations,
the Government of Irag and the IPC group signed agreements under which the royalty
was to be increased from 4 to & shillings (gold) a ton. On 30 December of the
same year, under an agreement retroactive to 1 January 1950, the Arabian-American
0il Company jAramco) agreed to pay Saudi Arabia 50 per cent of its net operating
revenue in the form of taxes, royalties and other payments, which meant that the
Government of Saudi Arabia was receiving a payment of 30 shillings per ton of
crude oil. The Government of Iraq, vhose royalties under the 1950 ggreement were
fixed at 6 shillings (gold) a ton, that is, 18 shillings less than the payments
received by Saudi Arebia, requested the IPC group to grant it payments of

30 shillings a ton.

241, Accordingly, on 3 February 1952, the Government of Irag and. the IPC group
signed an agreement, retroactive to 1 January 1951, amending the original
agrecments so that the Government would receive 50 per cent of the profits
resulting from the companies' operations in TIraq. Under the agreement, the
Government was to receive each year a tax commutation payment of £20,000 from each
of the compenies, as well as the greater of the following sums: an amount equal
to 50 per cent of the profit resulting from the operations of the companies in
Iraq or an amount equal to the value at "posted prices" of 25 per cent of the

net exportable production of IPC and MPC respectively in that year and of 33 and
1/3 per cent of the net exportable production of BPC, or an annual minimum of

£20 million in 1953 and 1954 and of £25 million thereafter. As a result of the
agreement, the GCovermment's revenue rose to the equivalent of about 40 shillings

a ton, The agreement also provided for the revision of the financial
arrangements should other Middle Fastern countries receive more advantageous

terms ("most-favoured-nation” clause), The agreement was to have a greater
finaneial impact on the British co-owners than on the United States co-owners,
since the Government of the United Kingdom did not then permit foreign taxes to
be deducted from the companies' British income-tax lisbilities.

2L2. In subsequent years, differences of opinion arose between the Government

and the IPC group concerning the cosis and prices on the basis of which the

profits were to be calculated. On several occasions the Government contested
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the level of the costs submitted by the IPC group. In particular, it

gquestioned th~ inclusion of such costs as exploration expenses, certain expenses
of IPC's London office, expenditure on public relations and advertising and grants
made by the IPC group. Disagreement also arose concerning the discount of posted
prices and the relinquishment by the IPC group of some of the areas covered by

ite concessicns.

243, In 1957, Saudi Arabia and Kuwait signed agreements with the Japanese-owned
Arabian 0il Company under which they received 57 per cent of the profits and

were entitled to acquire 10 per cent of the equity, In 1958, the Government of
Iran and the Ente Nazionale Idrocarburi of Ttaly signed an agreement under which
the Govermment was to receive 50 per cent of the profits and acquire 50 per cent
of the equity of the producing company. In the autumn of the same vyear, after
the Revolution of 1l July 1958, Traq, determined to rectify the situation,
requested the IPC group to open negotiations with a view to settling the
following questions:

{a) Calculation of the cost of oil production and of the component elements
thereof:

(b) Method of fixing prices on the basis of which Iraq's oll revenues were
calculated:

(e) Cancellation of the discount received by the companies;

(a)} Appointment of Iraqi Directors and their participation in the Board
of Directors of the companies in London, and supervision by the Government of
Iraq of the companies’ expenditures in a way ensuring the interest of Iraq;

(e) Gradual "Iraqization" of the companies’ staff;

(f) Relinquishment by the companies of wunexploited areas;

{g) Surrender by the companies of the natural gas surplus to their
operating requirements and cezsation of the practice whereby the companies
burned off the gas at random, despite their knowledge that the wealth of Irag
was thereby wasted;

(n) The right of Irag to acquire at least 20 per cent of the IFC group
capital;

(i) Need to increase Irag's share of the oil revenues;

(3) Payment of revenues in a convertible currency.
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24k, The negotiations lasted over three years, with interruptions. 1In
mid-Cectober 1961 they were broken off and in December of the same year, the
Government of Iraq enacted Law No. 80, providing for the relinguishment of about
99 per cent of the concessions awarded to the IFC group. ‘

245, In 1964 another round of negotiations began, which lasted until 1965, but
ended in failure,

246, In Augurt 1947, the Government adopted Law No. 97, assigning to the
Government-owned Iraq National 0il Company (INCC), which had been established

in 1964, exclusive rights to exnlore for and exploit o0il and hydrocarbons in
all the areas of Traq outside the limits of the IPC concéssion area (including
the territorial waters snd the continental shelf and the Iraqi interests in the
Neutral Zone), and auvthorizing INOC to enter into partnerships with others,
should it deem that necessary to achieve better its objectives, In such cases,
the contract was to be ratified by law.

247, On 3 February 1968, INOC concluded an agreement with the French Governmert-
owned group, the Entreprise de recherches et dlactivités pétroliéres (ERAP).

The agreement provided that 50 per cent of the concession area would be returned
after three years and a further 25 per zent after five years. At the end of
six years, all areas except the producing areas were to be relinquished. Fifty
per cent of discovered recoverable reserves were to be get aside as national
reserves., The zgreement alsc provided that ERAP would render, either directly
or through its fully-owned affiliates, technical, financial and ecmmercial
services in connexion with the exploration and exploitation of areas other than
those set aside as national reserves, and would be remunerated through the
guaranteed sale at an agreed price of 30 per cent of the quantities of oil
discovered and produced and not set aside as national reserves, Funds used to
finance exploration cperations were to constitute loans without interest from
ERAP to INOC, the repayment of which was to be contingent upon the discovery

of 0il in commercial quantities, Funds advanced by ERAP to finance appraisal
and development expenditures were to constitute interest-bearing loans to INOC,
the interest rate being the commercial rate of the Bangue de France plus

2 per cent, or 6 per cent, whichever was the smaller. The duration of the

contract was to be computed as follows:
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(a) Six years from the effective date of the contract for exploration;

(b) Twenty years as from the date of commercial production,
The INOC was to be the sole owner at wellhead of the petroleum produced and the
sole owner of any land and fixed assets purchased or acquired during the contract.
248, The assistance given by ERAP with regard to marketing was to take the form
either of sales DLy INCC to third parties through the channel of ERAP or of
sales Trom INOC to ERAP. The ERAP was to be entitled to compensation for its
expenses in connexion with the marketing operations, the compensation being fixed
by common agreement at a flat rate per barrel of 0.5 cents for the Tirst 100,000
harrels per day and 1.5 cents for the additional 100,000 barrels per day.
24G, On 21 June 1969, INOC concluded a loan investiment agreement with the USSR
foreien trade organization, Machinoexport, involving the sum of $72 million, to be
repaid in cash over five years at an interest rate of 3 per cent, Cn 4 July 1969,
INOC signed another loan investment agreement with the USSR for an amount of
370 million, to be repaid in crude oil,
250, With regard to the mining sector, the Governmert of Irag, in December 1968,
established the National Traqi Minerals Company (NIMC) to carry out all operations
connected with exploration for and exploitation and marketing of minerals, both
in Irag and elsewhere. The company 1s capitalized at 14 million, which may
be increased to $25 million as required, On 31 May 1969 an agreement was signed
between NIMC and Poland for the expleitation of natural sulphur depeosits at
¥Mishraq in north-central Traq, Under the agreement a Polish enterprise,
Cantrozap, will act as contractor for NIMC in developing the Mishrag field and
will provide operating and marketing assistance, Irag will pay Centrozap

£3.5 million as a patent fee Tfor use of the Polish process for sulphur extraction.,
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IVORY COAST

251. In March 1960, the Compagnie de Mokta, & French enterprise, began extracting
manganese from the deposits at Grand-Lahou, 180 kn from Abidjan. The compamny has
built infrastrvcture works for the exploitation of the deposits, port facilities
for the exportation of the ore and housing and other social facilities for its
employees.

252. A major mineral project in the Ivory Coast relates tc the iron deposits at
Bangolo, which are estimated to contain approximately 1,000 million metric tons of
ore. On 20 December 1968, fhe Government of the Ivory Ccast concliuded an
establishment convention with Pickands Mather and Co. International, a Uﬁited
States firm, granting the latter exclusive prospecting rights over an area of
10,530 =g, km. for a pericd of four years. If it is decided to exploit the
deposits, the Government and Fickands Mather will be bound by the convention for a
further thirty-seven years. The Govermment will receive a tax equivalent to

50 per cent of the profits from the sale of non-pelletized ore, and a special

tax on the net profits from the sale of pelletized ore. Total fiscal benefits
received by the Government are expected to amount to $2.3 million annually. Total

projected investment by the company amounts to $165 million.

JAMAICAg/

255. According to the Governmert of Jamaica, "there have been no flagrant
vicolations of contracts” with natural resources enterprises fully or partly owned
by foreign investors, but "due to the bauxite industry's control over information,
the terms of the contracts agreed upon in several instances proved later to be
unfavourable to the Government, causing substantial loss of revenue'.

254, The Govermment states that:

"... agreements with the bauxite and alumina companies were

renegotiated in 1957 and again in 1962/65 when it was apparent that the
older valuations placed upon the mineral were inadesvate. In every
ingtance the effects of renegotiation. were unequivocally favourable.
Helther reinvestment nor capital inflow declined, but in fact has
continued tc increase apace'.

§/ Information provided by the Govermment of Jamaica in its reply to the
Secretary-General's questionnaire.
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The Govermment also states that:

"Foreign investors vay mineral royalties and income tax on profits
earned in the igland. In respect of gypsum and alumina the normal inccme
tax schedule is applicable. In the case of bauxite the operative basis of
assessment 1s on notional profits which are negotiated between the companies
involved and the Government.

Tt is important to point out that the price at which alumina is
transferred in an arma-length transaction is a negotiated price. Hence, the
relationship between reported profits of the alumina companies and actual
profits will be dependent upon the relationship between the negotiated
transfer price marginal valuation of Jamaican resources to the company.
Furtherrore, a 12 per cent (reducible to 10 per cent where customs duties
concessions are received) depletion allowance is extended to the companies."

255. The Government points out that training facilities operated by the mining
companies account for approximately 10 per cent of total trainees in Jamaica,
i.e., 485 trainees, wost of whom are trained for such occupations ag general
miner, machine tool operator, mechanic repairman, general electrician and
production operator. Amenities provided by natural resources enterprises include

medical Insurance, pension schemes and housing for certain perscnnel.

KUWAIT

256. Kuwait's economy is based essentially on one resource: oil. Petroleum
revenues account directly for about 45 per cent of the country's gross national
product and over GC per cent of Government revenues.

257. The Kuwait 0il Company (KOC), owned jointly on a fifty-fifty basis by Gulf
0il {United States) and British Petroleum (United Kingdom), accounts for over

GO per cent of Kuwait's total erude produetion. The concession for Kuwalt's
on~ghore area of the SaﬁdiuArabian—Kuwait Neutral Zone has been granted to the
Anerican Independenil 0il Compeny (AMINOIL), owned by a group of eleven non-major
United States oil companies (the concession for the 3audi Arabian half of the
off-shore Neutral Zone iz held by Getty 0il Co., formerl, Pacific Western 0il).
A Jagpanese-owned company, the Arabian 0il Company (#40C) uolds the off-shore i
concession in the Neutral Zone and hus entered into agreements with both Kuwait
and 3audi Arabia. The Kuwait National Petroleum Company, owned by the Government
(60 Per cent) and Kuwaiti private investors (40 per cent), was formed in 1960 to

engage in preduction, refining and distribution of petroleum products.

/...
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258. Through voluntary renegotiation, substantisl changes have already been mede
in the original petroleum concession agreement concluded on 23 Decewber 1934
between the Government of Kuwait and KOC. The original concession, which was
valid for seventy-five years, covered the 3tate of Kuwait and its islands (except
Kubbar) and territorizl waters, that is, an area of 6,000 sguare miles. The Kuwalt
0il Company was to make the following payments to the Goverrment:

(a) & royalty of 5 Indian Gulf rupees (equivalent to 4 shillings and
6 pence) per ton, the minimum anmial royalty being 250,000 rupees;

(b) Tax commutation of 0.25 rupees (4.5 pence) per tom;

(c) A rental of 95,000 rupees (£7,125) a year;

{d) A vormus of 475,000 rupees (£35,625).
259. When the Arabian-American 0il Company's payments to the Government of Saudi
Aragbia increagsed in 1850, Kuwait renegotiated its concession agreement and on
51 December 1951 a new agreement was signed,; retroasctive to 1 Jamary 1951, under
which the old agreement was extended by seventeen yvears and amended so as to yield
to the Goverument at leest S50 per cent of XKOC's profits. On 1 Jarvary 1962, the
marketing allowance of 1 per cent was replaced by a selling expense of 0.5 per cent
per barrel. Also in 1962, KOC agreed, at the Govermment's request, to release
gradually some 5% per cent of the areas covered by the concession. In May 1967,
KOC relinguished a further 1,012 sq. km. off Kuwait Bay. At the same time, it was
agreed that retrcactively to 1 January 1964 the royalty of 12.5 per cent should
gradually come to be treated as an expense instead of heing credited against
income tax. Four ?er cent of the royalty was to be treated ag an expense in
1964 ; that figure was to increase to 10.5 per cent in 1972 and 12.5 per cent in
1975.
260. The on-shore concession for the Neutral Zone, which was granted to AMINOIL
for sixty yeers on 28 June 1948, covered an area of 2,500 square miles. The
terms of the agreement were the following:

(a} Payment of a $2.50 royalty per long ton of oil extracted;

(b) Payment of a $T.25 million borus, to be peald within thirty days
following the signature of the contract;

(c) A minimum annwal payment oT $625,000, beginning on the date of

signature of the contract;
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(d) Cne eigh*h of the gross revenue from sales of natural gas, minus costs
for transportaticn to final buyer;

(e) The Government was to have the right to acquire 15 per cent of the
equity of an operating company which was to be established at a later date;

(f) A payment of 7.5 cents per ton in place of existing and future taxes.
261. The agreement relating to the off-shore concession of the Arabian 0il
Company was concluded on 5 July 1958. 7Valid for forty-four and a half years, it
provided that the Government would receive 57 per cent of the company's net income.
Provision was made for a review of the situation, should future Middle Eastern
0il agreements reserve the Governments a highef prbportion of the profits of
development, production and marketing than those agreed to in July 1958. The
Government of Kuwait was also guaranteed the right to take up 10 per cent of the
company's capital at par value. The agreement further provided for the
relinguishment of part of the concessicn area.
262. A generally similar agreement was concluded on 15 January 1961 between Kuwait
and Shell Petroleum Development Ltd. in respect of an off-shore area. The
agreement gave the Goverament the right to acquire 20 per cent of the company's
capital on payment of a sum equal to 20 per cent of the expenses incurred by the
company up to the date of the discovery of oil.
26%. In 1968, the Kuwait National Petroleum Company (KNPC) concluded an agreement
with Hispanoil, a group of Spanish interests, for the exploraticn and expleitation
of concession areas relingquished in 1963 by KCC. A key innovation in this
agreement is a provision guaranteeing that 25 per cent of the crude oil imported
into 8pain will be produced under this concession. The guarantee is valid for
fifteen years from the date when oil was discovered in commercial quantities. The
Hispanoil agreement was ratified by the Kuwait National Assembly in May 1968 and
exploration began shortly thereafter; KWPC will spud its first well in the
autumn of 1G70.
264. Some of the oil companies cperating in Kuwait - for example, KOC, KNPC and
AMINOIL - have established training centres where Kuwaiti nationals are trained in
various aspectes of the oil industry. The companies also grant scholarships to
qualified staff for further academic gpecialization in institutes of higher
education. In accordance with its concession agreement, AQC establishec the

Kuwait Institute for Scilentific Research in February‘1967.
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LIBERIA

265. Iron end rubber are the two main sources of Liberia's revenues. However,

the former is by far the most important, accounting for about 70 per cent of the
country's aggregate exports. The iron deposits are worked mainly by four
companies:

(a) The ILibverian-American-Swedish Minerals Co. (IAMCO), which worlks the
Nimba Mountains deposits. The Nimba concession is held by Bethlehem Steel
{25 per cent) and LAMCO (75 per cent}. LAMCO iz owned eaually by the Goverwment
of Liveria (50 per cent) and liberian Iron Ore Itd. (LI0) (50 per cent). The
latter is a Canadlan holding company controlied by a Bwedish syndicate. Under a
gpecial agreement, the LAMCO Jolnt. Venture Operating Company, which actually
exploite the deposits, 1s managed by the Grangeshurg Company of Stockholin;

(b) The Zong Mining Company, which works the deposite in the Bong range for
the German~Liverian Mining Corporation. The latter is owned egually by the
Govermment of ILiberia (50 per cent) and Oewerkschaft Ixvoloration (50 per cent),
largely controlled by the Thyssen interests;

(c) The Liberia Mining Co. Itd. (IMC), which works the deposits in the Bowi
Hills, ds countrolled by Republic Steel Corporation; |

(c) The Wational Iron Co. Litd., which works the Manc River deposits, is
owned 50 per cent by the Government of Libveria, 39 per cent by Liberian citizens
and 15 per cent by IMC.

266. Profits of the compsnies are shared with the Govermment of Liberia, either
vy direct share arrangements or by paywment of 50 per cent of net profit as tax.
Direct and indirect taxes collected from the mining companies amount to over

$20 million a year. The mining companies emplcy about 9,000 Liverian workers,
and some 1,000 vore Liberians are ewployed in related activities, such as

transport, services and maintenance.

LIEYA

267. In April 1968 an agreement was concluded between the newly created
Government-owned Libyan General Petrolsum Corporation (LIPETCO) and twoe French
firms, Aguitaine and Auxirap, respectively representing the Société nationale des
pétroles d'Aquitaine (SNPA), a semi-State concern and the Fnterprise de recherches
et d'activitéds pétrolidres (ERAP), a State agency, which established a joint

venture and provided that Aguitaine would be the coperating company. The period

faos
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of exploration is set at ten years (which can be extended to twelve) and consists
of three stages of five, three and two years, with 29 per'cent of the area to be
relinquished at the erd of each stage.

268, TIf oil is not found in commercial cuantities during this period, the
Government may cancel the agreement and the French companies will pay all the
financial obligations, which total $22.5 million ($lh i1lion in the first stage,
$6 million in the second and $2.5 million in the third), provided for in the
agreement. The French firms have also undertaken to pay a cash bonus of

$13 million, of which $1 million is to be paid upon the sanction of the
agreement, $3 million upon the discovery of oil in commercial quantities and the
balance when the level of production reaches 15 million tons a year. The
agreemnent provides for the training of Libyans in French Institutions,; so that
they may gradually replace French experts wherever possible.

269. The French firms also agreed to participate financially and techniecally in
the establishment oif a petroleum institute and a petrochemicals industry in
Libya, to supply the Covermment with experts needed Tor these projects, and to
provide a complete petroleum laboratory with an expert to supervise it. Libya's
share of the profits is to total 25 per cent until production reaches 10 million
tcns a year, at which time it will increasse gradually until it totals 50 per cent
when average production has reached 27.5 million tons a year. The Government's
profits are thus expected to total more than 8C per cent of total profits with
regard to the crude oll exported from the area covered by the agreement. It may
be pointed out that:

"This agreement represents a major departure from the 0ld concession
agreements in so far as it provides for such leong-term advantages as the
expected increase in the revenue of the Government, the ability tc control
and supervise the petroleum industry and safeguard the utilizatlion of the
petroleunm reserves in the rational interest, and the participation of the
Government in all stages of the industry, including the marketing field. One
of its most important immediate advantages is that the period of investment
is renewable to only twenty-five years, i.e., half the period provided for
in the concession agreements.” 9/

270. It mey also be noted that in the mid-~1960s the Governmenit of Libya had
refrained from trying to impose unilateral amendments to the conecession
agreements existing at that time, preferring to enact legislation providing for

9/ Zee Bank of Libya, Eeonomic Bulletin, vol. VII, No. & (November-December 1968),
p. 136. /...
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the granting of special incentives to companies which agresd to bring their
agreements into line with the new terms sought by the Govermment. In mid-1965,
when bids were invited for new concession areas, the Government indicated that it
would give preference to bidders Whoragreed "to base royalty and tazxes on posted
prices agreed with the Government, and comparsble with Middle East prices
adjusted for freight; to keep old and new concessions distincet for determining
financial obligations; not to merge rent and royalty payments; to submit large
contracts for Govertnment approval; to accept detailed Govermment supervision of
work and conservation programmes; to give the Govermnment & share of profits
higher than 50 per cent and toexpense a high proportion of royalty; to accept that
the Government may take half its share of profits in kind; to have market outlets
available Tor digposal of preduction; to construct refineries or petrochemicals

. . . O
plants; to provide other extrs Deneflts."iu/

MADAGASCAR

271. On 16 February 1966 the Compagnie minidre d'Andriamena {COMINA) was
established to exploit the chromite depositsg in the Andrismens region. The

COMINA has a share capital of $2 willion, distributed as follows:

Eggcentage
Government of Madagascar......... sasembsareanan 20
Ugine~-Kuhlmanle.coecesax, e bimseseant e s e aso s 55
PAChiNney . eeienonncosns Cetiesacieassesusssnenne 10
Compagnie Tinancidre pour 1l'outre-mer...... e 10
Compagnie de Mokta...... et bacscs s e gt 5

272, Total investment in the Andriamena project to date is estimated at zbout
L million, about $7.8 million having been contributed by the Covermment of
Madagascar for & road and a railway and $5.2 million having been contributed by
COMINA. The CGovermment's contribution was financed partly by a subsidy of

$2.2 willion Trom the Covernment of France's Fonds dlaide et de coopération (FAC)

lQ/ Petroleum Press Service (London, July 1965), p. 267.
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and a suppliers! credit obtained in France. The contribution of COMINA was
financed by its share capital and loans from its shareholders, FAC; the Banque
nationale malgache de développement and a consortium of Malagasy banks.,

273, It is estimated that; from 1975 onwards, the Govermment of Madapgascar will
collect royalties on the project amounting to $240,000 & year, plus direct and
indirect taxes and the dividends to which it is entitled as a COMINA sharehclder.
In addition, the State-ocwned railway will receive about $625,000 g year for
transporting chromite from the mine to the port. The project has already created
about 200 new jobs in the Andriamena area and the demand for food for project
workers 1s expected to stimulate agriculture and stoclk-breeding in the surrounding
region. Furthermore, the construction of the railway will make 1t possible to

transport agricultural products from that region to the main markets.

MAURTITANIA

274, In Mauritania, which is the second largest producer of iron in Africa, the
iron deposits are exploited by the Société anonyme des mines de fer de Mauritanie

(MIFERMA), which has a capital of $48.9 willion, distributed as Ffollows:

Percentage

Govermment of Mauritania ..veviescsaresveanns Crenesaeaan 5
Bureau de recherches géologicues ot minidres (France) .. 23.89
A United Kingdom steel company (BISC) +.eveeorneeeenons . 19.00
Various financial groups (COFIMER), Rothschild ete, .... 17.k2
An Ttalian steel compeany {(Finsider) ..;................. 15.20
A group of TFrench steel companies (Usinor,

Denain-AnZin €hC.) seeeosoesaseseronsnsesoneasosensess 1k .49
A West German steel company (THYSSSN) eevveirenronraanss 5.00

275. By 1969, MIFERMA had invested about $203 willion in the mining project. At
the end of 1968, the total taxes and duties paid to the Government of Mauritania
by MIFERMA since thé beginning of its operation in 1963 amounted to $29.3 million,
including a loan of $15.4 million against future profits. In 1969, MIFERMA
employed about 4,000 persons, 3,300 of whom were Mauritanian. The number of
Mavritanian supevvisory personnel has increased from forty-five in 1963 to over

200 in 1969.

o
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274, The copper deposits at Alkjoujt are exploited by the Société des nines de

Meuritanie (30MINC), which has 2 capital of $7.3 million, distributed as follows:

Fercentage
Government of Mauritania ..e.vciverrosscacnanans teoseeareas 25
Charter Consolidated .overieieenrnsreans ceevaane Peeeeeanean 54
Penarroya (mining group of PATis) eevenennne e o teresaunn . T.5
Bureau de recherches géologiques et miniéres ..ovvviionnwesn T
Banque de Paris et des Pays Bas v.vuv-.. Ceeresereasenananns L.3
Compagnie frangaise pour Lloutre-mer ......cieeveencornnsn. 2.2

277. The 3ociété des mines de Mauritanie pays a 35 per cent profits tax and

sport duty amounting to 1 cent, 1.25 cents or 1.5 cents per pound (C.453 kg.)

of copper metal, according to whether the f.o.b. price of the latter is less than

Lo cents, MO—BO cents or over 50 cents.

2753. TIn December 1967, the Govermment and the French industrial complex

Péchiney~3aint Gobain set up a joint venture, the Socidété d'exploitation niniere

el de recherches de Mauritanie (SOMIREMA) whose capitel of 50 million francs CFA

is divided 80 and 20 per cent between Péchiney-3aint Gobain and the Govermment

respectively. The purpeose of the venture is to explolt rare earth deposits, which

reportedly cortain 1 to 3 per cent rare earth elements and ytirium.



A /8058
English
Fage 116

MEXTCO

279. In Jamuary 1937, Mexico established the Administracidn General del Petrdlec
Nacional, whose purpose was to explore fer and expleit petroleum deposits in the
parts ol the national reserve assigned to it. The Director of the Administracidn
was empovered, under the authority cf the President, to enter into contracts for
the exploitaticn of those reserves. Following a long and bitter labour dispute
over wages, the Government of Mexico announced on 158 March 1938 thne naticnalization
of the holdings of the foreign oil companies which had refused to comply with a
declsion of the Mexicen Federal Board of Arbitration and Conciliaticon, which had
peen upheld by the Supreme Court of Mexico. On 2% March 1938, the President of
Mexico announced that steps would Tte taken tec pay compensation for the
expropriated property; payment of the compensation {capital plus iunterest), which
amounted to about $200 million, was completed in August 1962.

280. In June 1938, the President of Mexico issued two decrees, one establishing
Petrdleos Mexicancs (PEMEX), a government agency which became responsible for the
administration of the expropriated property, and the other establishing the
Distribuidora de Petroleos Mexicanos, an orgenization entrusted with the
distribution and sale of petrecleum and petroleum products. In August 1940, the
Administracidn General del Petrdleo Nacional and the Distribuldora de Petroleos
Mexicanos were abolished and their assets and functions transferred to PEMEX,
which thus assumed scle responsibility for the national petroleum industry.

281. At the outset, PEMEX experienced considerable sdministrative and technical
difficulties owing to the departure of foreign experts, but was still able %o
meet domestic demand because half of Mexico's production, which had previously
been exported, found no foreign markets as a result of an embargo by the large
internaticnal oil companies and thus became available for domestic use. Domestic
use of Mexican cll was facilitated by the graduval reorganization of TEMEX
logistice to meet the regquirements of the domestic market.

282, The Petroleum Lews of 1940 and 1941 permitted the exploration and
exploitation of petroleum deposits through contracts with Mexican citizens or
corporations formed exclusively by Mexicans., The only such exploitation contract
actually ccnecluded was entered into in 1946 and was in principle to be valid for

thirty years, but in 1955 the first well had still not been completed arnd the

e

/..
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contract was rescinded by mutual agreement betueen the parties. From January 1947
onwards, the Govermment oi Mexico undertoock studies tc determine how exploitation
and drilling contracts could be concluded with foreign interests within the
Tramework of Mexieo's existing petroleuwm policies and legislation. The basgic
contracts agreed on were drilling contracts and sales contracts. Under the
former, the contracting company was to undertake exploration and drilling at its
own expense. 1If it found no oil, PEMEX made no payments, but if c¢ll was discovered
in commercizl quantities PEMEX reimbursed the company's exploration and drilling
expenses and paid it cash compensaticn for the risks it had assumed, equivalent
to between 15 and 18 per cent of the value of the oil produced. Under the sales
contract, the company agreed, in accordance with predetermined terms and
conditions, to sell all or part of the percentage of the production belonging

to PEMEX. In March 1949, the first drilling contract was signed, being followed
by & number of others in subsequent months. However, the last drilling contract
was signed in 1g50.

283. In 1958 a new regulatory law was passed, making it clear that only the State
could exploit oil rescurces, confirming that concessions did not constitute titles
for the exploration and exploitation of oil, and establishing a proéedure for
indemnifying former concessicnnaires, It sbolished the exploitation contracts

and mixed corporations operating under the system of private and public
participation pravided for in the 1941 law. TLastly, the 1958 law prohibited
PEMEX from coneluding contracts under which payment would be based on product-
percentages or participation in the petrecieum preduced as a result of the
exploitation work verformed pursuant to the contract.

284, On 20 January 1960, article 27, paragraph 6, of the Constitution was amended
so ag to incorporate in it the basic principles set out in the Begulatory Law.

On 16 June 1967, the three forelgn-owned companies which in 1949 and 1950 had

concluded with PEMEX contratos riesgo (risk contracts) and contratos de venta

(sales contracts) valid for twenty-five years, were informed that an end was
being put to the contracts. Thereafter, PEMEX ceased reilmbursing the exploration
and drilling expenses incurred by the companies, but ccntinues to pay the latter
compensation at a rate of $260,000 a month for the o0il actually produced. The
companies had invested a total of $77 million and had received a total of

$41,1 miillicn from PEMEX. The companies claimed compensation from FEMEX for the

foe.
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expenditures incurred. PEMEY refused to grant compensation, contending that the
contracts were "risk contracts”, and proposed that they should be terminated by
common agreement. The risk contracts covered both off-shore and on-shore areas,
The companies claimed $42.8 willion for the former, while PEMEX offered

$12.4 wmillion for off-shore and on-shore areas and saleg. The companies then
reduced their claim to $32.9 million and PEMEY raised its offer to $18 million,

a sum which was finally accepted by the companies. The companies were te be paid
$12.5 million immediately, and the balance was to be pald 1n three years, with an
annual interest rate of 8 per cent. In July 19&3, FEMEX and the three foreign-owned
companies signed a formal agreement rescinding the contracts,

285. On the whole, PEMEX has succeeded in meeting Mexico's needs for petroleum
and petreleum products at reasonable prices and has established a domestic

pricing system that has provided self-generated funds for investment. Its success
may be judged by the fact that it has been able to mobllize substantial forelgn
capital. In 1950, the Export-Import Bank of Washington, D.C. granted a

$150 million loan tec the Government of Mexico for the purchase of materials

and services on the understanding that the Govermment would in turn make an
equivalent amount in pesce available to FEMEX. ,

286, At the end of 1953, PEMEX cbtalned credit lines with terms ranging from
three to five years from the fcllowing United States banks:

(a) Chemical Corn Exchange Bank: revolving credit which was increased
to $12.5 million;

(v) Chase Manhattan Bank: a revolving credit of up to $5 million and
a five-year loan of $20 million;

(c) Bank of America: a revolving credit of $20 million;

(d) The Hanover Bank: a revolving credit of up to $10 million;

{e) Bank of the Southwest: a revolving credit of up to $2 million;

(f) First National Bank of Boston: & revolving credit of up to $5 million.
Petrdleos Mexicanos has also obtained substantial export credits from foreign .
guppliers of materiale and eguipment and at times these credits have totalled
more than $1CO willion. In the 1960s, PEMEX had a first-class credit rating

in the international money markets,



A/80s58
English
Page 119

PEOPIE'S REPUBLIC OF THE CONGO

287, In April 1964 the Government of the People!s Republic of the Congo signed

an agreement with French interests establishing the Compagnie des potasses du
Congo (CPC), which in January 1965 was granted a concession to work the potassium
deposits in the Holle-Saint-~Paul regicn. The CPC has é share capital of

2,5C0 million CFA francs, distributed as follows:

Percentage
Government of the People's Republic of the Congo . . . . . . 15
Bureau de recherches géologiques et miniéres . . . . . . . . 36,125
Entreprise miniére et chimique . . . .« . . . . « . . . . 36,125
ELF-Société des pétroles d'Afrique éguatoriale . . . . . . . 12.750

288. Investments in the project total over 20,000 million CFA francs, derived
from the following sources:

Millions of CPFA francs

Loan frcm the Internmational Bank for Recconstruction

and Development . . . . .« . & . « . . 4 o . o . .0 ... T,kC0
Loan from French shareholders . . . . . . . v « « + + « « . 6,500
Loan from the European Investment Benk . . . . . . . . . . . 2,200
Share capital incach ., . . . . . . . . . o0 .0 L 2,125
Loan from a consortium of French banks . . . . . . . . . . . 1,500

The Compagnie des potasses du Congo employs about 700 Congoless and 2CO expatriates.

SAUDI ARABTA

289. The cil concession zgreement between the Government of Saudi Arabia and
the Standard 0il Company of California (SOCAL), concluded on 29 May 1933, is an
example of the older concessicn which has been amended through voluntary
renegotiation. Under that agreement, which was to be valid for sixty years, SOCAL
obtained exclusive rights over 320,CC0 square miles in eastern Saudi Arabia, was
granted complete fiscal exemption and was to make the following payments to the
Government:

(a) Two loans, one of £30,C00 (gold), in 1933, and another of £20,000 (gold),
in 1935, to be repaid with one half of future royalties;

/.-



4/8058
English
Page 120

{(b) Two advances of £50,000 (gold) each, to be made within one year of the
discovery of oil;

{c) A royalty of L4 shillings (gold) per ton and one eighth of the proceeds
from the sale of natural gas; _

(d) An annual rental of £5,000 {gold)} from 1933 until oll was discovered
in commercial quantities.

290. In November 1933, SCCAL formed the California~-Saudi Arabia Standerd Cil
Company (CASOC) and assigned to it all its righte 2nd obligations under the
1933 agreement. In 193G, a Texas Compeny (TEXACO) acquired & 50 per cent
interest in CASCC. On 31 May 1939, CASOC and the Government of Saudi Arabia
signed a supplementary agreement, under which the concession was enlarged by
120,000 square miles and CASCC was given preferential rights to an additiomal
177,400 square miles. In exchange, CASOC agreed to make the following
additional payments to the Government of Saudi Arabia:

() A renmtal of £20,000 {gold) a year from 1939 onwards, until oil was
discovered in commercial quantities in the additional area or until that area
wag relinguished by CASCE;

(b) A bonus of £140,000 {gold), to be paid in 1939;

(c) A bonus of.£lC0,000 {gold) vhen oil was discovered in commercial
quantities in the additiounal area;

(d) Up to 2,3C0,000 United States gallons of gasolene and 100,C00 United
States gallons of kercsene a year free of charge when oll was discovered in
commercial quantities in the additional area.

201, In 19kk, CASCC changed its name to Arabian-fumerican 01l Company {ARAMCO)

and in 1947 the Standard Oil Company of New Jersey and Sccony Mobil 01l

Company acquired 30 per cent and 10 per cent respectively cof ARAMCO's equity,

SOCAL and TEXACO retaining 30 per cent each. Under an agreement of 10 Cctober 1948,
ARAMCO's execlusive rights were extended to the whole of the off-shore area of

Saudi Arabia in the Persian Gulf and ARAMCO agreed to relinguish certain portions

of its excluzive and preferential concession areas.

202, An agreement signed on 30 December 1950 provided for the following new
financial terms:

(a) Payment of a royelty of 21 cents per barrel of oll from inland fields

and 25 cents a barrel of oil from off-shore fields;
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 (b) The supply, free of charge, of 2,650,0C0 United States gallons of
gasolene, 200,000 United States gallons of kerosene and T,5C0 tons of road
asphalt a year;

(c) Payment of a gupplementary tax so calculated as to meke all payments

te the Government equal to "50 per cent of the gross income of ARAMCC after such
gross income has been reduced by ARAMCO's cost of operation, including losses,
depreciation, and by income taxes, if any, payable to any foreign country”. In
order to be able to imgose this supplementary tax, Saudi Arabia had adopted, on
4 Wovember and 27 December 1550, two decrees intrcducing an income tax.
293%. This agreement introduced imto the Middle East the concept of a fifty-fifty
sharing of oil profits between the host Govermment and the foreign oil company,
which had first been put into practice in Venezuela, and set the pattern for the
renegotiation of oil concessions in other Middle Eastern cowmtries. The United
States companies' preference for increasing the host Government's share of
prolits by raying income tax rather than larger royalties was based on
congiderations relating to the United States income tax laws.
20h. In June 1952, after the Government of Saudi Arabia had questioned the practice
of deducting United States income tax before ARAMCO's profits were shared, ARAMCO
consented to amend the 1950 agreement so that the profits would be shared before
the United States taxes were paid.
295. In the early 1950s, differences of opinion had arisen beteeen the Government
of Saudi Arabia and ARAMCO concerning the calculation of ARAMCO!'s sales revenues.
Towards the end of 1955, the partles reached an agreement whereby ARAMCO consented
te caleculate its proceeds fyom sales to parent companies on the basis of rested
prices minus the selling expenses, while the Government agreed that proceeds from
gales to non-affiliated compenies should ©be ecalculated on the basis of realized
prices. The ARAMCO alsc consented to pay the Government a lump éum of $70 million
in gettlement of all past disputes concerning pricing.
296. Cn 24 March 1963, the Government of Savdi Arabia and ARAMCO concluded another
agreement under which ARAMCO agreed 1o relinguish its preferential area and to
reduce gradually its exclusive area. Prior to that agreement, ARAMCO had
relinguished, pursuant to the 1948 agreement, 135,200 square miles in the
preferentisl area and lhO,hlBISquare miles in the exclusive area, Cn 24 March 1963,

ARAMCO relinguished further porticns of the latter area so that the area retained

/..
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totalled 125,C00 zquare miles, That area was thereafter to be reduced by

20,CCO square miles every five years for a pericd of twenty-years, by 15,0C0
sguare miles after the Iollowing five years and by 10,000 square miles after the
next five years, so that after thirty years ARAMCO would retain not more than
20,000 square miles.

297. Algo, on E’E%uth.l965, the Government and ARAMCO signed a supplemental
agreement concerning prices and taxes which contained, inter alia, the following
provisions:

(a)@ Beginning with the taxable year 1963, ARAMCO was to accumulate each
year its exploration costs and in computing its taxable income for Saudi Arabian
income tax purposes was Tc deduct an amount equal to 5 per cent of such costs
or the amount of such coste (minue certain vossible deductions) divided by the
number of years remaining in ARAMCO's concession;

(b) With regard to its intangible development costs, ARAMCO was to deduct
10 per cent of such costs or the amount of such cosgts divided by the number of
years rewaining in ARAMCO's concession;

(c) Ninety per cent of the expenses incurred in the operation of ARAMCO's
cifices in the United Stataes could be deducted for Saudi Arablan income tax
purposes in the years 1963-1966. The arrangements for subsequent years were to
be discussed later;

(d) The Government agreed to allow ARAMCO, in computing its taxable income
for Saudl Arabian income tax purposes, to deduct charitable and philanthropic
donations within Saudi Arabia, but the Govermment was to advise ARAMCO prior
to the commencement of each taxable year whether it would allow any deductions
for such donations outside Saudi Arabia,

298, Although ARAMCO has occupied a dominant positicn in the oil industry in Saudi
Arabia, concessions have also been granted to the Pacific Western 0il Corporation
(HOW'Getty Cil Co.) and to the Arsbian Oil Ccmoany. The concession of Pacific
Western Cil Corporation was granted on 20 February 1949 and covered the Saudi
Arabian half of the cn-shore Neutral Zone between Saudi Arabis and Kuwait. The
corporation was to pay the Government a bonus of $9.5 million on the date of
signature, a rental of $1 million a year until oil waes discovered in commercial

guantities, a royalty of 55 cents per barrel of crude oil produced, cne eighth

fou.
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of the gross proceeds from sales of natural gas, and a guaranteed minimum annuval
royalty of $1 million. 1In addition, the Government was tc receive 25 and

20 per cent respectively of any net profits realized from the sal= of crude

oll and petroleum prcducts. The corporation agreed to construct a petroleum
refinery and the Government had the right to buy 2 certain percentage of
petroleuwn products at a 5 per cent discount.

299, Saudi Arabia brought about ancther major inncvation in profit-sharing
arrangements on 10 Decerber 1957, when it concluded with the Japan Petroleum
Trading Company Ltd. an agreement with respect to the undivided one-half
interest of Saudi Arabia in the off-shore area of the Saudi Arabian-Kuwait
Neutral Zone. Under that agreement, Saudi Arabia was to receive an annual
rental of $1.5 million from the effective date of the agreement and an
additicnal annual sum of $1 million from that date to the date of the discovery
of ©il in commercisl quantities, From the latter date, the Govermment was to
recelve royalties egual to 20 per cent of the crude oil, natural gas and natural
ephalt produced from its undivided one-half interest, with a guaranteed minimum
annual royalty payment of $2.5 million. The company was to be Subqect to

Saudi Arabian income tax on all operations within and outside Saudi Arabia,
including the sale of crude oil, refining, transportation and marketing. 1I1f
Government receipts from royalties and taxes did not amount to 56 per cent

of the ccmpany's net income from all of its operatione within and outside

Saudi Arabia, the company was to pay an additionzl tax to make up the difference.
30Q. Under the agreement, the Japan Petroleum Trading Company was granted an
exclusive expleoration and prospecting licence for a period of two years, renewable
for a further two yearg. On the expiration of the licence, or earlier

(on the company's application)J but only after the discovery of oil in
commercial quantities, the company was to be granted a forty-year exploitation
concesgion lease. If the Government decided to grant a further concession when
the first concession expired, the company was to be granted a paeferential right
over cther applicants who were not S3audil Arablan subjects, all conditions being
eqgual.

301. In February 1955, the Japanese interests established the Arabdan 0il
Company to exploit the concession and on 5 July 1952 Arabian Oil sighed a

gimilar agreement witn the Govermment of Kuwait, under which the latter was

/oo
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to receive 57 per cent of the profits., The Government of Saudl Arabia's share

of the profits urnder the first agreement was subseguently increased to 57 per cent.
The Government of Saudil Arabia and Kuwait also exercised their right to acquire

at par vaiuve a maximum of 10 per cent each of the egquity of Arabian 0il, after

it had been proved that oil existed in commercial quantities in their respective
countries.

302. In 1963, the Government of Saudil Arabia ectablished a public general
organization for petroleum and minerals called the General Petroleum and

Minerals Organization (PETROMIN), whose object was to engage in various commercial
and industriel activities connected with petroleum and minerals, with a view

to developing and promoting the petroleum and minerals industries in Sasdi Arabia.
303, Cn 21 December 1967, PETRCMIN concluded an agreement with AGIP-5audi Arabis,
owned by the Ente Nazionale Idrocarburi (ENI), the Italian Govermment-owned oil
company, granting the Italian concern exclusive prospecting rights in 80,C00
square kilometres in south-east Saudi Arabia. If oil was found In commercial
guantities, FETRCMN and AGIP-Saudil Arabia were to establish a joint company
which would be granted a thirty-year concession with the possibility of renewal
for ten years. In that case, PETROMIN would receive at least 3C per cent of any
profits, its share rising to LO per cent if output totalled 3C0,C0C barrels

a day and toc 50 per cemt if output reached 6CO,0C00 barrels a day. The agreement
also provided for the establishment of a petrochemical plant, to which PETROMIN
and AGIP-Saudi Arabia would each contribute 50 per cent of the capital.

304, Saudi Arabian personnel were to be employed in the administration and
management of the operations and activities of AGIP-5audi Arabia and tioe

operating company. Inside Saudi Arabia, a minimum of 75 per cent of the employees
were to be Saudis, of whom at least 20 per cent were to occupy major posts.
Outside Saudi Arabia, e minimum of 30 per cent of the employees were to be Sandis,
1f and when they were available. Whenever these requirements could not be met,
owing to a shortege of sgkilled Saudi Arablan persomnel, AGIP-Saudi Arabia and

the operating company were to employ, by order of preference, citizens of the
Arab Stetes which are members of the Arab League, citizens of other Arab States
and citizens cf cther friendly States, Saudl Arabia and non-Saudi Arablan
emplcyees having substantially similar capabilities or having substantially similar

duties and responsibilities were to recelve the same compensation and a reasonable

J
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foreign allowance 1f and when circumstances required it. The parties were to
prepare and carry out a speclalized theoretical and practical training programme
for Saudi Arabian employees, relating to the various aspects of the vil
industry and including supervisory and management training. The parties were
also to contribute to the welfare of the people of Saudi Arabia by providing
various facilities pertaining to educatioral, medical, hygienical and other

services, to be agreed upon with the Government.

SIERRA LEONE

305. The renegotiation of the agreement between Diamond Corporation West Africa,
Ltd. (DICOR), and the Government of Sierra Leone was completed in November 1949.
Under the renegotiated agreement, which will be valid until 31 December 1971,
DICOR, which is the sole marketer and exporter of diamonds produced under the
alluvial diamond mining scheme, ig to pay the Government an annual lump sum

of $396,COO fer its rights and forgo the 1 per cent service fee on diamond
purchases which the Goverrment formerly paid it for managing the Government
Diamond Cffice. The revised agreement was expected to result in an annual gain

of $684,CC0 for the Govermment,
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TCGO

306. Phosphate, which constitutes Togo's largest export, is found in the region
of Akoupané, where reserves estimated at over 100 million metric tons are
exploited by the Compagnie togolaise des mines du Bénin (COTOMIB), whose share
capital of $10.8 million is distributed as follows:

Percentage
Government of TOZO., « v v v « & » & 19. 9
French interests. . . . . + .« . - . Le.76
United States interests . . . . . . 37,34

307. About $37 million has already been invested in the construction aof
infrastructure works, including a 25-km railway between the deposits and Kpémé,

a 720-m bridge over the lagocn and a 1,2C0-m metal wharf.

308. With a view to gradually replacing expatriate supervisory staff by Togolese
staff, COTOMIB established a vocational training centre at the mine in 1966, The
centre is run with the help of the French aid and co-operation mission. The

workers who graduate from the centre are promoted to the grades of skilled

worker or supervisor,
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UNITED ARAB REFUBLIC

309. Foreign companies are co-operating with the United Arab Republic in its
search for oil. In the past decade, the basic pattern of the co-operation has
been exploration by foreign companieg, with Government participation on a
fifty-fifty basis in a joint operating company formed for the purpose of operating
the concession when oil is discovered in commercisl quantities. The Government thus
receives a total of 78 per cent of taotal profits.

310. All petroleum activities in Egypt were under the control of major
international il companies, mainly Royal Dutch Shell, until 1952, when the
Government began to play a graduslly expanding role in the industiry. In 1556,

~ the Government established the General Petroleum Authority, which was empowered to
engage in the whole range of petroleum ocperations and To have capital holdings in
other organizations. In 1957, the Government and Ente Nazionale Idrocarburi (ENI),
the Ttalian Govermment-owned company, established the Compagnile orientale des
pétroles d'Bgypte (COPE), which explores for and produces petroleum and was the
largest petroleum-producing company in the United Arab Republic until 1968,

In 1958, law No. 167 was enucted, establishing the Egyptian General Petroleuam
Corporation (EGPC); EGPC exploits, through its subsidiary the General Petroleum
Company, a number of small fields and its production, which began late in 1959,
has been increasing in recent years.

31l. In Septémber 1963, a petroleum concession agreement was concluded by the
Government, EGPC and Phillips Petroleum Company of the United States, under which
EGPC and Phillips were each granted a 50 per cent undivided interest in an
exclusive concession for the exploration, development and production of petroleum
in a specified area of the western desert (the concesssion is divided into

three areas: Burg El-Arak, Matruh, and Faghur areas). The agreement was valid
for a primary term of thirty years, but could be extended for another fifteen
years. Phillips agreed to =zpend in each area a2 minimum of $3 million on
exploration during the first three years, a minimum of $1 million a year from the
fourth through the tenth yesrs, and in the eleventh and twelith years an annual
sum equal to $25,000 multiplied by the number >f exploration blocks retained.

If 0il was discovered in commercial guantities, EGFC and Phillips were each to

pay 50 per cent of the costs incurred in connexion with development, producing,

further exploration and all other petroleum activities conducted in the area.

/...
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312. However, EGEC was not to pay any of the costs until Phillips had spent a
total of $10 million on exploration in the part of the area where oil was
discovered. Development operations were to be carried out by the .Jestern Desert
Operating Petroleum Company (WEFCQ), established on a fifty-fifty basis by EGPC
and Phillips, each of which would be entitied to 50 per cent of the crude oil
produced, to be disposed of as they pleased. EGFC and Fhillips together were to
pay the Government a total rent of £E25,000 a year for each exploration block
converted to a development lease. In addition, the Government was to recelve a
royalty of 15 per cent of the total petroleum produced, payable in kind or in
cagh. In the case of crude 2il, the royalty was o bz calculated on the basis of
the higher export price received for crude by EGEC or Phillips from non-affiliated
purchasers durlng the period for which the royalty was due.

515, In the case of sther hydrocarbon substances, the royally was to be calculated
on the basis of the market value »f the substence £o0ld by EGPC and Phillips
during the month for which the royalty was due, the market value being defined
as the weighted average price received from purchasers other than affiliated
companies, lesg the costs and expenses incurred in making such substance
marketable and which in accordance with generally accepted accounting practices
are allocable, or directly chargeable, to the guantity thereof so sold. In each
tax year the Govermment was Lo receive, by way of royalty, reatal and/or taxes
(including income taxes), 50 per cent of the net profits realized by EGPC and
Phillips &8 a result of their petroleum activities in the United Arab Republic,
In no casge was the amount received by the Government to be less than the value
of royalty. Phillips agreed to provide specialized training programmes Tor
national personnel and to replace its expatriate stalf gradually by United

Arab Republic nationals, as gualified nationals became svailable.

314. In February 1967, on the discovery of an 0ilfield near ELl Alamein, a joint
company was set up and was to be administered by a board of six directors, three
of whom would be nationals of the United Afab'Republic and threc United States
nationals, with a UAR chairman. The capital of the company, as well ag the
estimated production costs, were to be contributed on a fifty-fifty basis by the
United Arab Republic and the Phillips Petroleum Company.

315, Also in September 196% a concession coatract was concluded between the

Government of the United Arab Republic on the one havnd, and the International

/e
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Egyptian CGil Company (IECC) (a corporation conbrolled by ENI) and COPE on the
sther. Under the contract, IECC was granted the exclusive right to explore for
and exploit petroleum in two specific areas, in the Delta and in the Khaligue

El Zelt regions respectively. If at the end of any financial year the proceeds
after payment of royaltieg ov rentals equalled or exceeded the unrecovered halance
of operating costs, exploration expenditure and other capital investment, COPE was
Lo take over the concession from IECC. The concession was valid for thirty years,
renewable for an additional iifteen years.

516, The International Egyptian Oil Company was to spend the following minimum
amounts on exploration: $10 wmillion during the first four years, at least

70 per cent in the Delta region; $2 milliosn annually during the fifth and sixth
years; $1 million annually Trom the seventh to the twelfth year; and $300 per
square kilometre for every further year of exploration. After the twelfth year,
IEGC was $o pay the Government a yearly exploration rental of £E30 for each

square kilometre in ecach cuploration block congidered to have petroleum
posgibilities. ¥or each exploitation block, IECC was to pay an annual rental of
£E2.5 per hectare, The Government was entitled to a royally of 20 per cent of the
total guantity of petroleunm produced from the explsitation block or blocks which
had been converted from an exploration block or blocks, up to an aggrégate area
not exceeding 50 per cent of the area of the exploration block or blocks.

317. For the remaining 50 per cent of the exploration block or blocks converted
into an exploitation block 21 blocks, the (Government was to receive a rayalty
agual to 30 per cent of the total gquantity of petroleum produced. I6 was agreed
that IECC and COPE would provide all possible facilities, whether in the United
Aral Republic or abroad, for teaching and training any of their employees showing
special ability to improve their condition and raise their level of education.

The parties (o Lhe contract weve to agree on the preparation of a programme for
the vearly reduction of the number of foreign employees, in order that they might
be gradually replaced by citizens of the United Arab Republic at the earliest
opportunity.

318, In January 1954 the Government concluded an 5il agreement with the Pan
American Oil Company, covering an area in the Western Desert and valid for

thirty years, with a fifteen-year renewzl period.

fooo
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313. In March 19C4 a concession contract was signed between the Government of
the United Arab Republic on the one hand, and EGPC and the Pan American UAR 0il
Company (a United States corporatiosn) on the other, under which EGPC and

Pan American were each granted a 50 per cent undivided interest in an exclusive
concession for the exploration, development and production of petroleum in a
specified area of the Gulf o Buez. The contract was valid for a primary term of
thirty years, which could be axtended for another ifteen years. Pan American
agreed ©o spend on exploration a minimum of $10 million during the first two years
and a minirum of $2.5 willisn anmially from the third to the ninth year inclusive,
If a commercial discovery was made, EGEFC and Pan American were each to pay

50 per cent of the costs lncurred in connexion with development, producing, further
xploration and all other petroleum activities conducted in the area. However,
AGFC was not Lo pay any of those costs until Pan Amevican had sgpent a total of
$27.5 million on exploration. Development operations were to be carried out by
an operating company, the GulT of Suez Petroleum Company (GUECO), established on
a fifty-fifty basis by EGFC and Par American, each of which was entitled 4o half
of the crude oi1l produced. Houwever, the Government was to have the right to
marchase wp to 20 per cent of the crude 5il produced, at a price 10 per cent

izwer than the price osbtailned by EGPC or Pan American for the crude 2il exported
during the month delivery was aads to the Government. The right of purchase was
applicable 1n all contracte and in the minipg law.

520. The Governmenb wasg ©to recelve a yearly vental of £E2.5 per hectare for agll

land held under development leases, and a royalty of 20 per cent of the total

gquantity o°f petroleum produced. Tae royalbty wag to he reduced to 15 per cent when
Pan Awmerican had spent $27.7 millisn osn exploration, or when 50 per cent of the
tavable profits of FPan Amevican cxceeded 20 per cent of the gross income realized
oy Pan American. The proviglons concereing training of naticnal staff and the
sradual replacement of expateoiate staff vere the same as those in the 1963
agreevent with Thillips Petroleoum Company.

321. In September 1G0% the Covernment concluded an oil egreement with AMCCO

(Fan American) in the Westepn Desert and Wile Velley for thirty years with a
renewal perisd of ten yesrs, on the same hasils as the previous contracts but

with the royalty expended at 12.5 per cent. Pan American will supply the

Torelgn currency regquired for the payment of EGFC.
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ZAMBTA

522. Zambia is the world's third largest praducer of copper, which accsunts for
95 per cent of the country's total mining outpubt, 95 per cent of its exports and
00 per cent of the Governmeni's revenue. On 15 August 1969, the President of
Zambia invited the two copper-mining groups operating in the ccuntry {the
Anglo-American Corporatiosn, owned by British znd South African interests, and the
Roan Selection Trust, 40 per cent of which is ouned by American Metal Climax and
Lo per cent by obther United States interests) to sell 51 per cent of their shares
ta the Industrial Development Corporation (INDECO), a State holding company.
Following the President's invitation, detailed negotiations were initiated between
the parties concerrned, and an agreement with which both parties "expressed
satisfaction"'l£/wwas reached in November 1969. According to the agreement, two
new companies were to start osperafting the mines as of 1 January 1970. In each

of the companies the Government of Zambla's IMDECO holds 51 per cent of the equity
and iz empowered to appoint six out of elevesn directors. The two foreign mining

sroups, each of which holds 'O per cent of the equity in one of the new companies,

are providing management and acting as sales zgontg under contracts which run for
a minimum of ten years. Tor these services they will recelve feeg equivalent to
1.5 per cent of gross sales vlus 2 per <ent of profits, calculated after payment
of the new nminerals tax, but before incime Lax.

325. Tor purposes of ccmpensatian, the agreed itotal aseet value of the old
companics wes set at about $57h million, based on estimated book values on

31 December 1969, excluding externsl and non-mining assets of the companies., The

o

Zambian participation thus totals about $202 willion. which is to be paid by
INDECC in negoblable Tax-~free govermment-guaranteed bonds, dencminated in Urited
States dollars and bearing 2n interest rabe of O per cent. The compensation due
Eo the Roan Selection Trust maounts to $112.7 wmillion principal and $37.5 million

interest and is to be peid over eight years; the compensation due to the

s

Anglo-fmercican Corporatlon, amount: to about $179.5 willisn principal and

o
ol

5.5 willion intercst, 1s 5o b2 paid over twelve years. In both casss, provision

ig made Tor amoro

~anid repaynent should two-thirds of the dividends pald on

11/ 8ee Financial WNews Survey, vol. XXI, No. 47 (Washington, D.C.,
23 Noveomber 1909}, pp. S0k and 355,
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INDECC's share of the equity exceed the instalments due in & given year. Each of
thne new pompanies will pay & wmineralg tax of 5L per cent of net profits and regular
company income tax of U5 per cent on the balance of profits, resulting in a

total tax payment of about T3 per cent, which ils approximately equal to the

present over-all effective rate of taxation. However, as & result of the

dividends to be paid to INDECO by the new companies, it is calculated that Zambia
will retain an additional 5 per cent of the over~all gross profits of the mining
industry, and that this figure will rise to 13 per cent once compensation is
completed. Dividends pald by the new company to the Roan Selection Trust and the
Anglo-American Corporatiosn are to be exempied from any special Zambian taxation,
exchange controls or restrictions on dividend remittances for a minimum pericd of
ten years.

32, Furthermore, in 1969, the President of Zambia anrounced that the Ente
MNazionale Idrocarburi (ENI), the Italian Govermment-owrn2d petroleum company,

would set up an oil refinery in Zambia, in which the Government of Zambia would hold
51 per cent of the equity. He also announced that the Government of Zambia had
agreed to buy 51 per cent of the equity of BP Zambia. A spokesman for Shell 011,
speaking 2ls> on behalf of BP Zambia, stated that they had taken the initiative of
proposing the transfer to the Government, and that there had been absolutely no

unilateral pressure by the latter. }2/

12/ gee Marchés Tropicaux et Méditerrandens, No. 1250 (Paris, 25 October 1969),
p. 2851,

[
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Part three

ASSISTANCE FROVIDED BY INTERNATIONAT, ORGANIZATIONS TO DEVELOPING
CCUNTRIES FOR THE EXPLOITATION CF NATURAL RESOURCES

I. UNITED NATICONS

325. The activities of the United Nations in the development of natural rescurces
are pursued through a number of instrumentalities. At Headguarters, the Resources
and Transport Division of the Tepartment of Econcmic and Social Affairs provides
the substantive and co-ordinate support to a wide spectrum of activities at the
naztional, regional and interrational levels. The Office of Technical Co-greratiocn
of the same Department provides the administrative support to operational
activities, among others in the Tield of non-agricultural resources. The regional
economic commissions play an active role in the stimulation of regicnal and
national development amctivities relating to natural resources, and since their
activities are described in detail in their respective reports to the Council, the
present report mainly relates to those activities directly handled by the Resources
and Transport Divisicn.
%26, The United Nations Development Programme (UNDP) provides the essential
external financial suppert for the many field activities in the area of development
of non-agricultural resources. Under the technical assistance component of the
programme, asslistance ineludes a broad range of technical advisers, gpecial
equipment for demonstration and training purposes and fellowships to nationals of
developing countries for advanced studies sbroad; under the Special Fund component
of UNDP, assistance is provided for such pre-investment projects as surveys of
natural resources, feasibility studies for their development and support to research
and training institutions and goverament services in the field of development of
natural resources.
327. The activities of the Urited Nationz have been directed essentially toc the
promotion of national development efforts in respect of the following aspects:

- (a) Exploring, evaluating and developlng non-agricultural natural resources
in the fields of minerals, energy and water, along with surveying and wapplng such

resources and improving transport facilities and other lnfrastructural needs;

/.
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(b) Stimulating and facilitating the transfer of new technology and
scientifie knowledge in the development and utilization of non-agricultural
resources;

(e¢) Strengthening adwinistrative and technical services in the Governments
through practical field programmes incorporating training elements:

(d) Conducting and organizing appiied technical and econcmic research and
disgseminating the results through publications, seminars, and conferences.
325. The United Nations has been geared to meet these needs and challenges by the
integration of resource economists and specialists from variocus technical
disciplines into a Headguarters team of some sixty professionals with practical
experience 1ln resource development work in different developing countries. These
specialists render assistance to countidies in the preparation of reformulaticn of
project requests for resource development. They conduct technical and economic
serutiny and assessment of project requests received frow Governments. They help
prepare plans of operations and specificaticons for engineering services, equipment
and supplies needed, as well as job descriptions of experts. Their work includes
selection of experts and of subecontractors, over-all supervision and substantive
guidance of projeet personnel in the field, evaluation of progress and final reports
and recommendations and, last but not least, attention to certain types of follow-up
activities after the completion of the field work.
229. The activities of the United Nations not only cover support to field
operaticns, but also ineclude the conduct of studies, seminars and conferences in
matters concerned with policy, planning, and technical and management aspects of the

development of non-agricultural resources.

A, Tdentification of possibilities for the developuent
of resources

350, The bulk cf the operational activities of the United Naticus 1s deveted
essentially to three aspects: (a} exploratory survey to locate the cccurrsnce of
significant non-agricultural resources; (b) detailed investigation of the extent,
size and quality of resources located; {c) techno-economic analysis for determining
the feasibllity of the development of a given resource. Almost invariably, these
activities included elements of technical assistance and the training of national

personnal through the provision of fellowships and on-the-job instruction.

/...
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531. The employment of new techniques and the wmobilization of international skills
has paid off in the discovery of new and additional amineral resources in many
developing countries. In several cases, the exploratory efforts have been marked
by & ratio of success exceeding the results of earlier private efforts in several
countries. The efforts have resulted in the identification of a number of minerals
of ecohomic significance, such as copper in Argentina, Iran, Malaysia {Sabah),
Mexico and Panawma; in the discovery of additional gold reserves in the United
Republic of Tanzania; of iron ore in Chile and of bauxite, thorium and uranium in
Somalia. These discoveries have given new hope for the ecconomic development
prospects of these areas.

%32, The assistance provided to national geological institutes and services is now
hearing fruit in terws of discoveries of minerals of considerable economic
significance in geveral countries. The Institute of Applied Geology, in the
Philipoines, has located copper occurrences in Iuzon. Similarly, investigations by
the Geological Survey Institute of Iran have proved the existence of a very
extensive copper deposit in south-central Iran, and alsc iIn the discovery of
phospﬁate deposits. It is expected that this sizable deposit, now estimated at
around 100 million tons with & copper content of 1.5 per cent, will yield
substantial] revenues to the country.

333. The precduction phase of the developuent of natural resources in developing
countries entails far more and complex problems than in economically advanced
countries. DInterprises of very different structures and importance ccexist and
will continue to do so in the years ahead.

334. Rehabilitation of marginal enterprises through the appilcation of new
technolegy and locatlon of additional resource reserves has been the concern of a
number of field projects. In Bolivia, Burma, Niger and Tunisia, a number of efforts
have been made to determine and possibly expand known mineragl-ocre reserves, to
improve mining methods and to apply or develop new ore dressing and swmelting methods
that would make the exploitation of low-grade ores econcmically feasible,

235, Exploration for energy resources has bheen directed towards both conventional
and non-conventional sources of ENergy . In the Tield of hydroecarbons, technical
assistance has been provided to sbout thirty developing countries. In additicn,

assistance hag been provided to India and Bolivia in establishing the Institute for
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Petroleum Exrloration at Dehra Dun and the Centre For Petroleum Development in

La Paz, respectively, thus contributing to their zcetivitieg in oil and natural gas
exploration. In non-conventional sources of energy, particular attention has been
given to the exploration of geothermal resources. Technical assistance misgsions t©o
advige on tne potential of geothermal resources have beern gent to Cameroon, China
(Taiwan), Costa Rica, Guatemala, Israel, Jordan, Kenya, Mali, Mexico, Nicaragua,

the Philippines, St. Lucia (West Indies Associated States), and Tunisia. Large-scale
projects in this field, which include geological, geophysical and geochemical surveys
and exploratory drilling, are being executed in Chile, Bl Salvador and Turkey.

335, Technical assistance has been provided to China (Taiwan), India, Pakistan,
Turkey and Venezuela, in exploration, producticn, and utilization of coal.
Asgistance has been provided to the Goverrmment f the Philippines in the development
of a demonsiration coal mine and the evaluation of c¢oal reserves on the island of
Mindanao., The occurrence of low-grade fuels in developing countries is quite
widegpread, but so far not much effort has gone into their development. Agcistance
has been provided to Turkey and Yugoslavia in the development and utilization of
lignite. The Unlted Nations hae played an active role in invegtigating the potential
of oil-ghale resources for power generation in Costa Rica, Cyprue, Israel,
Madagasear, Mali, Moroceo, Somalia, Trinidad and Tobago, Turkey and Yugoslavia.

337. In the fileld of water resourcez, a number of field projects fall mainly in the
category of comprehensive surveys for the development of water resources and
pre-investment feagibility studles for nultipurpose river baginsg development. Other
rrojects concern river development for specific purposes, such as hydroelectric
power development, navigation, flood control and river pegulaticn. A noteworthy
feature in the context of the First United Nations Developrment Decade is the
relatively sharp increase 1n regional projects for the development of such
irternaticnal river basging as those of the Lower Mekong, the Mono, the Senegal and
Lalke Chad. The Mekong River project, undertaken by the United Nations through the
Committee for Co-ordination of Investigations of the Iower Mekong Basin, seeks for
the comprehensive development of the water resources of the Lower Mekong bagin.
Besides the four riparian countrisg (Cambodia, Laos, the Republic of Viet-Nam and
Thailand), twenty-six countries from outside the basgin, seventeen United Wations
agencies and sgubsidiary bodies and nineteen non-govermmental bodleg are involved in

pre-investment studies and planning.
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B. Dissemination of new technology

Is}

35G. One of the centinuing activities of the United Nations is to bring economic
approacheg and technologies to the atitention of developing countries. The
increasing flow of new technology in the field of natural resources and the
technological gap between the more developed and the developing countries make 1t
imperative that the United Nations Leep track of such developments and utilize them
in its field work as well ag train the natiocnals of developing countries in the use
of such new, more efficient and more Frultful techniques.
339, Rapld advances are being made in geophysical and geochemical prospecting, in
photogeology, in mining methods and in ore dressing. As 2 result, mineral
occurrences which were deemed fto have had no economic value in the past now offen
qualify as economically valuable asgets. The basic concepl of mineral exploration
has changed from cne of entirely pedestrian and protracted field work to one where
the application of modern gclence permits the determination of favourable areas
Tairly quickly. For example, within the Tramework of field projects undertaken by
the United Nations, use has heen made extensively of such geophysical methods as
magnetic, electro-magnetic, electrical, gravity and seismic methods, some of which
ge alrborne ingtruments for bthe location of the most favourable places for economic
mineralization. Gecchemical methods are also increasingly used in mineral
exploraticn projects; the possibility of rapid analysis of small geochemical samples
ig a distinct advantage when large regions have to be surveyed.
340, Technological advances in mechanical and electrical engineering have made a
congiderable impact on lowsring the costs of concentration and beneficiation of
resource products; for example, the Mining and Meballurgical Ingtitute in Bolivia is
using new techniques (floatation and volatilization) for the treatment of low-grade
tin ores. Many of the emerging countries located in the sgemi-arid and arid parts of
the world are likely to bensefit from recent advances in the dry processing of ores
which would permit the expleitation of many deposits formerly regarded ag uneconomic
because of scarcity of water. In transportation, & number of new technigues have
appeared; for example, conveyance by pipeline of minerals and energy materials can
gubstantially lower the coste of trangport. Ag a result, the extraction of

previously inaccessible resources becomeg posgible,
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341, COne of the areas with congidersble potential for the application of new
technology ig in the development of geothermal energy and other non-conventional
energy sourceg, particularly ir countrieg where the prospects of discovery and
econamle utilization of conventional sources of erergy are noit encouraging. The
United Nations 1g contributing to the btransfer of technological kneow-how to
developing countries seeking to utilize their geothermal resources.
342, The Institute for Petroleum Exploration irn India and the Centre for Pebroleum
Development in Bolivia, mentioned eavlier, are asgsisted in their efforts towards the
introduction and application of moderr methodsg and technigues in petroleum
exploration and production. In Trinided and Tobago, assistance hag been provided in
carrying oubt an off-shore seismic survey, since an earlier seromagnetic survey
indicated favourable geological conditiong for petroleun.
34%., Similarly, the United Nations igs active in the transTer of technology relating
to the exploration, prcduction, transportation and utilization of natural gas.
Another area where congiderable technological progress has been accomplighed is in
the mining and utilization of ©il shaleg. The recent advances in direct combustion
processes have made 1t posgible for cheaply mined oil shaleg to be used for power
generation - a factor of significarice for developling countries lacking in adequate
fuel regerves. |
3LL. In regard to the application of new technology to the development cof water
regources, the United Nations hasg assumed an active role in regard to the technical
and econamic possibilities of water desalination in developing countries. An
undertaking wnique of 1ts kind ig the electrodialysis demonstration plant to be
egtablished with United Nations assgistance in Israel., The plant, originally designed
with a capacity of £50,000 gallons per day, will asegist in advancing the technology
ahd economics of electrodialysis desalination and in evaluating alternative
componente of a plant for conversion of brackish weter to fresh water. It is
xpected that the project, when completed, will provide the bagis of standard designs
for the construction of a number of large-capscity electrodialysis plants. 1In the
framevork of ancther desgalination project in Kuwait, assistance 1s envisaged in
testing and evaluating edquipment and materials for desalination plants and in the
training of gkilled personnel for thelr operation; alsc in ztudying the economic and

technical posibilities of expanding the pregent production of minerals and chemicals

/..
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from the brine and in studying the possible economic use of desalinated water for
the irrigation of high value crops.

345, In the field of mapping, repid progress is being made in the development and
the transfer *o developing countries through field projects (for exanple, in
Ceylon, India, Jamaica and Pakistan) of pérhaps less spectacular technigues such
as topographic mapping through photogrammetry based on serial photos, and geodetic

surveys based on electromagnetic and electro-coptical ecuipment.

C. Birengthening of administrative and technical services
through practical field progranmes

346. Experience in field operation as well ag other research and study activities
hag demongtrated that sound technical and economic advice is in itself insufficient
in helping developing countries aleong the road of national rescurces development.
In fact, technical advice may fail in many cases unless it is coupled with or

even preceded by sustained efforts to strengthen cor, if need be, create an

adequate organizational framework for enabling Governments to initiate and
implement programmes best suited to their particelar conditions and needs.

347. The strengthening of national government services has been an integral element
of many technical and pre-investment asggigtance projects. In some countries the
programme cf exploration carried out in the context of pre-investment projects

is so closely integrated with the normal functicns of a national counterpart
orgenization and comprises such an important part of its activities that its
cperations are upgraded.

348. In response to the specific needs in severa]l developing countries, projects
have been especially degigned to build effectively national institutions. In the
field of minerals, the most important examples of "institution building" are the
projects in Bolivia, Iran, Jordan and the Philippines. 1In Iran, assistance hag
been provided to the establishment of the Geological Survey Institute of Iran,
which has now to ites credit a numher of field investigations for mineral
exploration; thege have already resulted, as mentioned earlier, in a major
reassessment of the mineral-producing prospects of the country. In the Philippines,

the Tnstitute of Applied Geology, a project carried out in co-operation with the

[oos
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Philippines Bureau of Mines and the University of the Philippines, has been
egtablished for the training of mining engineers in the modern techniques of
exploration, particularly geophysics and geochemistry, and with emphasis con the
practical application of economic geclogy, petrography and structural geology.
349. A water resources centre is being established in Kuwait City, the main
functions of which cover testing and develorment as related to desalinaticn,
training of skilled and professional persconnel, sconomic and technical studies and
the assessment of ground-water resources. Particular attention is being given to
organizetional and administrative problems at the national level. In Afghanistan,
agsistance has been rendered towards the establishment and initial operaticn of

a national water wanagement department. Similar assistance has also been given
to the Governments of Cyelon, Guyena and Jamaica.

35C. In the energy field, technical agsistance hag been provided to Saudi Arabia
in the organization of a marketing department in PETROMIN, the naticnal oil and
mining company, and to Trinidad and Tobage for the crganization of the Ministry
of Petrcleum. Assistance is being provided to Cambodia and Madagascar for the
strengthening cf their slectric-power production and distribution authorities.

In the case of Togo and Tahomey, the United Nations has assisted the twe countries
in establishing a Joint electricity authority, facilitating the integration of
the Swo national power markets.

351, In surveying and mapping, a nuwber of prcjects have been centred on
institution bullding and training. For example, a project in India inveoived the
esbablishment of a pilot productien centre for pre-investment surveying and
rapping and training. The producticn centre will work in clege co-operation with
the training institute, and will offer the students continuous opportunities for
demonstration and participation in the modern practices of surveying and mapping.
In Ceylon, the Government is beling assisted in establishing an institute of
surveying and rapping for the principal purpose of training land surveying
technicians for its public gervices and for the private sgector. Similarly, in
Fast Pakistéﬁ and Jamaica, the fi=ld projects are directed towards the
strengthening and upgrading of the capaclty of existing survey departments through

provision of modern edquipment and in-service training.
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352. Frem the promotion of national efforts in the exploration, development and
utilization of natural rescurces, it appears that priority action is needed in
the sgtablishment or sirengthening cf administrative and techniecal services. The
two key aspects of such services are the establishment or strengthening of an
appropriate institutional framework geared to & particular resource or resouUrces
and the supply of competent perscnnel to carry forward and develop further the
information and momentur generated by ilnitial field projects.

353, While it is degirable that countries should equip themselveg with adeguate
organizational and technical services for resource development activities,
experience has shown that it ftskes ccnsiderable time for the smaell and newly
independent countries o achieve the minimum standards in this field., Fven LT
these countries are in the position to set up such services on a skeletal basis,
it is not easy to acguire the skills and technology on the gcale needed for an
effective programme of explcoration and development of resources. United Nations
assistance can be most effective in providing the necessary technical support
drawn from the accumulated variety of experience in the world community for the
benefit particularly of small developing countries.

354, One of the most important factors which has tended to hold back the
development of ncn-agricultural resources has been the lack of a comprehensive
and practical legislation conducive tc ftheir effective exploitation and use. The
United Nations has made considerable efforts through its research and operational
activities in the promoticn of the enactment of modern ccdes in several developing
countries.

355. The operational projects in mineral survey and exploration have brought about
a vital understanding of the importance of a pracitical legal framework as the
starting point for the creation of a dynamic mining industry. OCbviously, efforts
to discover new deposits, or to evaluate those alresady known, could hardly be
regarded as pre-investment, unless there ig s Tfavourable climate for subsequent
investment.

356. The work on mining legislation and the agsistance thereto varies from country
to courtry depending upon local conditions. It often involves a comparison with
legislation in other countries with a modern mining code. Turing recent years,

assistance in mining legislation has bheen extended to many countries, notably
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Burma, the Demccratic Republic of the Congo, Costa Rica, Ethiopia, Guatemals,
Honduras, Kenya and Malaysia. Assistance jg alsc being provided to Liberia, Libya,
the Philippines and Zambia.

357. Whereas mining legislation in many countries covers hydrocarbons, separate
layg for petroleum are enacted in & number of countries. Assistance hag been
given to Malta ag well ag to Trinidad and Tobage in drafting legislation and
regulaticns pertaining tc the exploration and development of hydrocarvons. Other
developing countries have received advice on specific legal problems such as

rules governing concessions and the establishment of naticnal power authorities.,
358. In the field of water rescurces, a specialist in water legislation surveyed
water law problems in CGuyana and drafted a comprehensive water code for that
country. A technical agsistance mission studied crganizational and legislative
problems related to the development of the water rescurces cof Jamaica and prepared
a report for the Governmeant on water crganization, administration and legislation,
including a preliminary review of Jamaican water laws. In Afghanistan, =
comprehensive institutional support project includes a review of existing water
legislation and the preparation of a national water code.

359. The planning and management of basic natural resources - minerals, water and
energy - are of particular imporbance to developing countries. A growing
proportion of the efforts in the United Netions is being devoted to problems of
resource system planning and to over-all management problems, particularly in the
fields of energy and water rescurces. In minerals a systematic approach to the
identification, exploration and developmeﬁ% of regources has been felt to be a

necessary strategy for speedy development.

D. Applied research and training activities in the development
of non-agricultural resources

360. The twin objectives of transfer of new techneclogy with practical applications
to aeveloping countries and the imparting of training to national personnsl are
reflected in the various studies, research, seminars and conferences organized

by the United Nations. First, tlere are technigue-oriented studies and seminars.
This category includes analyses of techniques of mineral exploration, metheds of

petroleum exploration, small-gcale power generation and water desalination.

foan
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Very cften these studles reflect a techno-economic approach combining economic
with technical considerations. For example, the study on small-scale power
generation reviews The up-to-date methods of power production and provides
zulding principles for the selection of power plaunts In areas not covered by the
transmission grids.

361. The study and publication programme has emphasized over the years those
arcas in which new techunology is .merging and 1n which the limited rescurces of
the United Hations could make a useful conbtribution. The accent on specialized
and newly emerging fislds, sucn as water desalination, 211 shale utilization aand
geothermal energy, nas nob been at the expense of those rescurces which still
occupy a predominant place in the resource needs sand requirements of developlng
countries. In respect of conventlonal resourcez, attention 1s heing focus.d

on selected areas of new techinology which makes couventional technigues

obsolete or uneconomical, for example fechniques of mineral explorabioan or ore
concentration.

362. In addition to the various techno-economic studies and seminars, the

United Nations has coanducted development-oriented analyses of specific ressurces;
Tor example, the earlier survey of world iron-ore regources 1s now revised and
updated. In accordance with the stressg placed by the Economic and Socisl Councill
on the value of such resources-oriented studies, the activities of the

United Nations will continue to be direscted towards the preparation of {ndividual
regources development profiles.

36%. Another category of studies relates to planzing and policy-oriented aspecos.
Experience hasg demonsbtrated that newly ilndependent countries which are in the
initial stages of resources development cacn make zood use of studles throwing
light on critical policy issues concerning Che irational development of thelr
natural resources. Ixamples of this are provided by tne studies in this fleld

, . , . s o s
of energy poliey and a study on policies and provlems of mineral development,—

=

which deals mainly with guesticns of zuldiag principles, .pelicy optiocns,

agreements concernlnz Jjolot ventures and atticudes Gowards Torelgn investment

E/ Mineral Resources Development with Particular Reference To Develaplng
Countries (United Wabtions publication, Sales No.: B.70,IL.B.3).
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in the development of mineral resources; ag well as with legislative stipulations
relating to mineral rights;: questions of Goverument revenueg Trom mineral
regources development, aad legislative guidelines.

354, Similarly, a panel of experts on water resources development policies was
receably convened in Bueans Alres, Argentina, ian order to provide an intervnationai
and laterdisciplinary forun of expert policy makers Lo discuss and, in due course,
Lo prepare a report on the new and pregsing lssues of water policy, taking into
consideration different hydrologlcal social, economic and political conditions

in varicus countries, with special reference to conditlonsg and problems in

developlng countries.
pilng

E. Apprecaches 1o the development of non-agricultural resources

365. The accumulated experience in the Uaited Naticns in handling operational
vrojects has revealed the usefuluess of a variety of approaches. In almost all
projecis, the technical elements are combined with economic evaluations so that

a gound and practical basis for resources develooment ig laid out. The various
field surveys aad field sctivitizs have been soverned by practical economic
approaches .

%66. The United Nations has attempted to adopt, wherever possible, an iater-
digclplinary approach in the development of resources; for example, in the fisld
of water resources developmenb, use has been made of englneers, hydrologlsts

and economlists as well as peologists, socelologlists, lawyers, public administration
experts. chemists and vhysiciste, so that the specislized knowledze and expercige
of various related disciplines could be brought to bear on major problems.

367 . Similarly, 1t has been found useful to combine various aspects of resources
developnent in a gingle projesco:

2

for example, & number of mineral surveys have

a

lanascar, Togo and Upper Volia.

[r=h

inecluded ground-water elenents, as in Cyprus, b
There are other projects which combine mineral exploration with the exploration
of energy sources, thug permititing an intersecvoral transfer of techniqueg.

For example, techniques of c¢il fiandiag have alsc been found useful Tor zeothermal
exploration.

358. Furthermore, there have been a nusmber of pirojects promoting an integrated

concept of area development. The crux of this approach is to cowbine a set of

Jo
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mutually supporting activities in the field of wilnerals, energy; water and

other rescurces of & 7iven region or area. For example, in the development of
water resources, eiforts have been made to promote the concept of integrated
river basin development which includes such diverse Fields of development as
hydropower, Tlood coatrol, river navigation, hydrology, minerasls and ground-waser
development . The concept of integrated river basin development alms to achieve
the best co-ordination of the spectrum of possibilities of development cf a
given basin and includes full consideration of techno-economic as well as legal
and administrative aspects.

359. Sometimes it has been useful to adopt a multipronged approach; for example,
a number cf natural rescurces survey projects coutalin built-in elements of
training of national personnel, strengthening aduainlistrative and institutional
structures and transferring new technolosy through the supply of scientific
equipment ete.

370. In its flield operations, the United Nations has made flexible use of 2
variety of sources of assistance. Very often @ pre-luvestment assigtance is
‘preceded by the provigion of technical advice under the regular programme of
techanical assistance and then followed up by ths provisicn of technical
assistance experts working with the counterpart nationals. In some cascs,
financial advisers have been provided after fileld assistance has ended.

37TL. There are also geveral examples of councerced action with billateral and
multilateral agencies; for sxample, the Gesological Survey Institute, Iran, which
has peen conslderably assisted by bthe United Nations, was able ©0 draw upon
Swiss and French assistance 1o 1ts mapplng and alneral exploration programmes,
respectively.

Af2. In conclusion, it mey be stated that whenever suaccess is achleved in the
operational activities of the United Nations, 1t 1s attributable, to a
considerable extent, to the use of new techniques and elements in the framework
of a complementary and interdisciplinary approech combining multinaticnal
experience and expertise. The development of nen-agricultural resources lends
itself to a host of alternative techniques drswn from various disciplines. In
view of the dynamlc technical chaunges that are continuocusly taking place,
interdisciplinary approaches are found to yield more potent beneiits than do the

narrow specialized approaches followed hitherto. '
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List of UNDP (Special Fund) projects in the field of
natural resources executed by the United Nations
from inception to Juns 1970
Country Symbol Project
Afghanistan AFG 4 Ground-water Investigation
AFG 18 Establishment of a Water Management
Department
Argentina ARG 12 Mineral Survey of the Andean Cordillera
ARG 13 . Ground-water Research in the North-west
ARG 23 Investigation of Porphyry Copper Type
Mineralization in the Provinces of
Mendoza, Menquen and San Juan
ARG 31 Improvement of Navigation on the Parana
River
ARG 35 Mineral Ixploration of the North-west
Region
Bolivia BOL & Pilot Mineral Survey of the Cordillera
and Altiplano
BCL 8 Mining and Metallurgical Research
Institute
BOL 10 Centre for Petroleum Development,
Santa Cruz
EOL 14 Ground-water Survey in the Altiplano
BCL 27 Survey of the Mutin Iron Ore and

Manganese Deposits

British Solomon
Islands Protectorate

(United Kingdom) UK Z6 Aerial Geophysical Survey
Burma BUR 1 Survey of lead and Zinc Mining and
Smelting
BUR 5 Mu River ITrrigation Survey
BUR 13 Development of the Sittang River Valley
Burundi BDI 5 Mineral Survey
Cambodia CAM 10 Strengthening the Directorate of

Bl=ctric Fower

Central African
Republic CAT' 11 Investigation of Limestone Deposits
at Fatima

/o-o



Country

Ceylon

Chile

China (Taiwan)

Colombia

Congo (Brazzaville)é/

Congo {Democratic
Republic of)

Cosgta Rica

Cyprus

Dahomey

Ecuador

Symbol

CEY 11

CHI 2
CHI 16

CHI 20

CHI 28

CHT 35

CHA 3
CBA 17

CCL 33
CON{B)

CON(K)
o8 2

cYp 2
DAH 4
ECU 11
ECU 15

ECU 26

14
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Project
Institute of Surveying and Mapping,
Diyatalawa
Mineral Survey

Mineral Resources Survey of the Province
of Cogquimbao

Survey of Geothermal Development in
Northern Chile

Detailed Mineral Investigation of
Selected Zones in Atacama and
Coquimbo Provinces

Water Resources Development in Norte
Grande

Hydraulic Development Projects

Comprehensive Hydraulic Development
Survey of the Choshui and Wu Baszins

Development of the Chocd Valley: FPhase I,

Surveying and Mapping

Mineral Lxploration in the South-west

Mineral Resources Survey in the Bas-Congo

Ground-water Surveys in three selected
areas

Survey of Ground-water and Mineral
Hegources

Strengthening the Geological and Mining
Service

Survey of Hydrological Resources of
Manabi Province

Surveys of Metallic and Non-metallic
Minerals

Survey of Metallic and Non-metallic
Minerals (Phase II)

a/ Now known as the People's Republic of the Ceongo,

[aes
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gggntry Symbol Project
£l Salvador ELS 2 Ground-water Survey of the Metropolitan
Area of El Salvador
ELS 3 Assessment of Mineral Deposits in the
North
ELS 4 Survey of Geothermal Resources
ELS & Survey of Geothermal Resources (Phase IT)
Ethiopia ETH 17 Mineral Surveys of Two Selected Areas
ETH 26 Investigations of Geothermal Resources
for Power Development
Gabon GAB 7 Mineral Exploration in Eastern Gabon
Greece GRE 27 Power Development Planning
Guatemala GUA 8 Mineral Surveys in Two Selected Zones
Guinea GUT 1 Resources Development Survey
GUT 1= National Mineral and Geological Centre,
Conakry
GQul 5 Preliminary Investigation of Mount Nimba
Iron-ore Deposits
Guyana GUY 5 Aerial Geophysical Survey
GUY & Power Development Survey
GUY 11 Mineral Survey (Phase II)
Henduras HON 1 Investigation of Mineral Resources
in Selected Areas
JTceland ICE 1 Survey of Hydroelectric Power Development
in the Hvita and Thjorsa River Basins
India IND 20 Survey of Potential Hydropower sites
IND 15 Cavitation Research Centre, Poona
IND 22 Institute for Petroleum Exploratiom,
Dehra Dun
IND 47 Assistance to the Survey of India for
Pre-investment Surveying, Mapping and
Training
IND L9 Ground-water Surveys in Rajasthan and

Uttar Pradesh

fons



Country

India (cont'd)

Indonesia

Tran

Israel

Tvory Coast

Jamaica

Jordan

Kenya
Kuwait
TLebanon

Tiberia

Symbol

IND

INE

IND
IND

INS

Ims
IRA
IRA
ISk

TvC
Ive

IVC

JAM

JOR
JOR

JOR

58
63

64
93

21

27

28
16

14

19

12

21

KEN 4

KUw
IEB

2
7

LIR 9
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Project
Ground-water Investigations in Madras
State

Institute for Petroleum Exploration,
Dehra Dun (Phase II)

Mineral DPevelopment in Madras State

Ground-water Investigations in Madras
State {Phase IT)

Cff-shore Exploration for Tin and Tin
Oredressing Research

Institute of Hydraulic Ingineering
Geological Survey Institute
Geological Survey Institute (Phase ITI)

Flectrodialysis Pilot Plant, Mashakel
Sade

Mineral Survey in the Scuth-west

Assistance to the Geographic Tnstitute
of the Ivory Coast

Mineral Survey on the South-west
(Phase II)

Assistance to the Survey Department
ef Jamaica

Ground-water Survey of the Azraq Area

Fstablishment of a Mineral Exploration
Unit

Phosphate Exploration and Beneficiation
Studies

Mineral Resources Survey in Western Kenya
Water Resources Centre, Kuwait City
Ground-water Survey

Mineral Survey in the Central and Western
Regions

/-..
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Country Symbol Project
Madagascar MAG 3 Surveys of the Mineral and Ground-water
Resources of Southern Madagascar
MAG 19 Preparation of a Power Development
Programme and Related Training
Activities
Malaysia VAL 7 Surveys of the Labuk Valley
Mali MLI 7 Strengthening Government Services for
Ground-water Exploration and Development
MLI 5 Investigation of the Selingu€ Dam
Site on the Sankarani River
Mauritania MAT 2 Lstablishment of a Ground-water Service
VAU 4 Strengthening of the Geological Service
and Mineral Exploration
Mexico MEX 4 Survey of Metallic Mineral Deposits
Morocco MOR 16 Potash Explcration in the Khemisset
Basin
Nepal NEP 2 Hydroelectric Development of the Karnali
' River
Nicaragua NIC = . Mineral Burvey
NIC 8 Ground-water Investigations in the
Central Pacific Coastal Region
Niger NER 10 Mineral Exploration in Two Areas
Nigeria NIR 19 Aeromagnetic Survey of Minerals im the
North-west
Palkkistan PAK 7 Mineral Survey
PAK 15 Strengthening of the Dacca Branch of
the Survey of Pakistan
Panama PAN 1 Water Resources Survey of the Chiriqui
and Chico River Basins
PAN 4 Mineral Survey of the Azuero Area
PAN 17 Mineral Survey (Phase II)

Joe
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Country Symbol Proiect
Faraguay PAR 12 Navigation Study of the Parsguay River
South of Asuncidn
PAR 16 Investigation of Ground-water Resources
in Central and North-western Chaco
Thilippines PHT ¢ Institute of Applied Geology, Manila
PHI 13 Survey of Coal Resources in Mindanao
FHI 19 Feasibility Survey for the Hydraulic

Control of the Laguna de Bay Complex
and Related Developmental Activities

Poiand FOL 4 Sub-surface Exploration for Potassium
Salts
FOL 9 Planning the Comprehensive Development
of the Vistula River System
Rwanda RWA 6 Mineral Survey
Senegal SEN 4 Mineral Survey
SEN 7 Mineral Resources Survey (Phase IT)
Sierra leone SIL 9 Strengthening of the Sierra Leone
Electricity Corporation
Somalia SOM 4 Mineral and Ground-water Survey
20M 14 Mineral amd Ground-water Survey (Phase II)
Sudan SuD 28 Mineral Survey in Three Selected Areas
SUD 42 Strengthening the Topographical Survey
Division
Swaziland SWA 1 Aerial Geophysical Survey
Togo T0G 4 Survey of Ground-water and Mineral
Resources
oG 11 Ground-water Exploration in the Ceoastal
Region
Trinidad and Tobago TRI 6 Seismic Survey in the Marire Area

between Trinidad and Tobago

[oee
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Country

Tunisia

Turkey

Uganda

United Republic of
Tanzania

United Arab Republic

Upper Volta

Yugoslavia

Zambia

Symhg%

TUN 10

TUN 28

TUN 24
TUR 17

TUR %2
UGA 3
UGA 5

TAN 5
UAR 56
UBV 4
UPV 6

TPV 10

YUG 6
YUG 7/

ZAM 9

Project
Mineral Investigation of the Foussana
Basin

Intensification of Ground-water
Exploitation in Northern and Central
Tunisia

Survey of the Gafsa Basin Phosphate
Industry

Geothermal Energy Survey of Western
Anatolia

Mineral Lxploration in Two Areas
Aerial Geophysical Survey

Karamoja Ground-water Survey

Mineral Exploration of the Lake Victoria
Goldfield

Assessment of the Mineral Potential of
the Asuan Region

Mineral and Ground-water Surveys

Feazibility Surveys for Mineral
Development in the North-east and
Associated Transport Factors

Hydrological and Railway Studies in
connexion with Mineral Development
in the North-east

Studies of the Regulation and Control
of the Vardar River

Regulation and Management of the
Sava River

Detailed Mineral Exploration West of
Broken Hill

foes



Countries

Dahomey, Togo

Cameroon, Chad
Gambia, Senegal

Guinea, Mali,
Mauritania, Senegal
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Afrieca, regional projects

Symbol

REG 28

REG 33
FEG 53

REG £0

REG 52

REG 80

Project
Integrated Basin Survey of the Mono
River
Flectriec Power Development Survey

Feasibility Study for the Diversion of
the Logone River Floods

Hydrological and Topographical Studies
of the Gambia River

Feasibility Survey for the Regulation
of the Senegal River

Design of System of Water Management
in the Upper Senegal River Catchment
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11, REGIONAL ECONOMIC CCMMISSIONS

A, United Nations Economic Commission for Asia and the Far Fast

373, The United Nations Fconomic Commission for Asiaz and the Far East (ECAFE)
and its subsidiary bodies, such as the Committee on Industry and Natural Resources
and the Regionsl Conference cn Water Resources Development, and their supporting

technical bodies, have becn active in promoting the principle of permancnt

sovereilgnty over natural resourcss,

1. Mineral and energy resources

Z74  As far back as Avrril 1953, the Regional Conference on Mineral Rescurces
Development | held at Teltyc, Japan, under the sponsorship of ECAFE, noted that
while all the countries of the region were interested in ensuring the efficient

exploitatien and utilization of their mineral resources, regulations governing

the development of these rescurces varied from country to country. The Conference
considered that if those regulations were studied carefully by an €xpert body, such
as the ECAFE Sub-Committee on Mineral Resources Development, the participating
experts would benefit by the experience of others and would be able to recommend

to thelr respective Governmonts suitable amendments to existing laws and
regulations. Appropriate laws and regulations would give foreign and domestic
private investors a clear idea of the conditions under which they could invest

in the countries of the region, The Conference therefore recommended that the
ECAFE secretariat should compile existing regulations governing mineral development
in the region., This recommendation, which was unanimously approved by the ECAFE
Committee on Industry and Trade at its sixth and seventh sessions, and the
Commisslon at its tenth and eleventh sessions, resulted in the publication of a
study on mining legislation, with special reference to Asia and the Far East;é/
in 1957.

275, Subsequently the ECAFE Sub-Committees on Minecral Resources Development, at its

sixth scssion held at Bangitok in 19646, drew attention te the many revisions and

amendments that had been made to mining laws in some of the ECAFE countries since

E/’ Survey of Mining Legislation, "Mineral Rosources Develoyment Series, No, 9"
(United Nations publication, Sales No.: 57.I11.F.5).
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the publication of the aforementioned gsurvey of mining legislation in 1957. 1In
order to bring the survey up to date, the Sub-Committee requested the secretariat
to consider convening a seminar on mining legislation and administration which
would include the administrative aspects of improving conditions for the development
>f mineral resources (other than 2il, gas and radio-active minerals); the
geminar would alsc provide an ospportunity for an exchange of experience in that
field among the ECAFE countrieg.

376. The ECAFE Committee on Industry and Natural Resources, at its nineteenth
session held at Bangkok in 1967, endarsed the oropogal. Tt was pointed out that
changing situationg reguired that existing laws should be subject to review,
particularly with the object > providing favourable conditions far encauragilng
activity in the private gector and attracting risk capital for exploration
ventures, which were often beyond the financial means and technical capacity of
the developing countries. The Commission, at its twenty-third seseion {1967),
agreed with the Committee's views and endorsed the recommendation calliing for
early convening of the seminar.

377 Taking into congideration the foregaing recommendations and the kind offer
of host facilities by the Government of the Philippines, the gemipar was held at
Manila from 15 to 23 October 196Q9. The Office of Legal Affairs of the Secretariat
of the United Nations underinok the preparation of a summary entitled "The

mining laws in the ECAFE area" (I and NR/ML.1/34), which was submitted as a
vackground document at the seminar. The semipar recommended that the document
should bhe brought up to date and expanded t2 cover all the countries in the
region and to include data and information on the rates of royalty, surface rent
and other sources of Government revenue. The document was then to be contained
in the report of the seminar (E/CN.ll/l and NR/L,9O)D for it would provide very
valuable reference information, not only for Government authorities reappraising
their mining legislation but also for private enterprises considering investment
in mining in the region.

378. The zemihar observed that most of the mining laws of the countries of the
region uph2ld the principle that 211 minerals helong to the State, which should
exercise its sovereignty in the Jdisposition of these resources. At the same time,
the sgeminar considered that adequate provision should be made in mining laws Lo
ensure that leaseholds could be developed to the optimum extent warranted by

regerves and markets and in z scientific and workable manner. It was essential to

o
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avolid mining legislation that would become a deterrent to mineral exploration and
development . The need to adopt modern technology in all phases of mineral
development was emphasized, It was pointed out that, under any political
philosophy, Government initiative was important for the maximum utilization of
mineral resources in the national intercst; if the intention was to attract private
investment in mining development, a sympathetic attitude on the part of the
Government was highly desirable.

379. With regard to petroleum resources, ECAFE has convened four symposia since
1958 on the development of petroleum rescurces in Asia and the Far Fast., The
fourth symposium was held from 27 October to 1G November 1969 at Canberra,
Australia. Among other matters, the symposium attached particular attention to
off-shore potential, znd noted that there was a lack of adequate legislation

to govern and control activities in that fieid in many countries of the LECATE
region, 1t accordingly recommended that the ECAFE secretariat consider organizing
a seminar on pcetrolcum legislation similar to the seminar on mining legislation

held at Manila.

2, Water resources

380, The objective of the ECAFE Division of Water Resources Development is to
promote the develonment of water resources in the region based on the concept of
comprenensive, multiple-purpose utilization and conservation of water resources
including flood control, irrigation, drainage, hydro-power generation, navigation,
water supply, water and soil conservation and polluticn control. In pursuance of
this objective, the Division has divided its work intc four main projects:

(1) the planning and development of water resources; (2) the development of
international rivers; (3) flood contrcol methods; and (4) hydrology. In order to
help the countries of the repgion to formulate sound policy decisions concerning

the planning and development of water resources, the Division hes published

studies cn water legislation in the ECAFE region and is working on a manual for
the preparation of a water code, the first Jraft of which is expected to be

completed by mid-1971. The manual itself will be issued in 1973 or 1974,



A/8058
English
Page 157

B, United Nations Economic Commission for Latin America

381, In 2ll the studies of the United Nations Economic Commission for Latin America
(ECLA), great importance is attachod to the use of natural resources with a view

to accelerating the =sconecmic growth of the Latin American countries, The ECLA
Natural Resources and Energy Programme, in pursusnce of several of the Commission's
resolutions ~ 99 (VI), 154 (VIII), 165 (VIII), 156 (VIII) and 204 (IX) - and within
the limits of available means, carries out the following main tasks:

(1) Sinee 1957, a joint group of ECLA/UTC AWMOAMHO experts has been
undertaking a preliminary examination of water rescurces in Latin America,
and of theiy nresent and future utilization in so far as possible for
multiple purposes, such as energy, irrigation and water supply, taking
into account other factors, such as land reclamation, drainage and other
benefits arising from the construction of such works and the use of
water, At the reguest of Latin American Governments, this same group of
experts has also provided technical, economic, legal and institutional
assistance on the use of water.

(ii) The joint group of e¥perts has promoted and organized numerous seminars
and international meetings on planning and economics dealing with
electric energy and collaborates with the Comisidn de Integracion
Flectrica Regional in its worlk,

(iii) The joint group of exwerts has alsc organized a seminar on the petroleum
industry in Latin America for the study of aspects of the policies
adopted in the region and thelr consequences.

(iv) Systematic studies ars being carried cut on the evelution of the mining
and energy sectors {mainly electricity and hydrocarbons), the results
of which are being included in the annual sconomic surveys of Latin
America published by the United Nations, and in special reports to heip
Govzruments formulate their policies on a raticnal basis,

362, With a group of regional experts (TCLA/CTC AMOMHC) | FCLA plans to assist the
Latin American countries in the preparation of studies by region and river basin
cn the availability and present and futurc utilization of water and other natural
resources, in the wider context of integral regional development at the subnational
(regions within a country) and interregional (frontier areas, groups of countries
etc.} levels. A study of this nature is being carried out in Santa Cruz (Bolivia)
with the collaboration of the Inter-American Dsvelopment Bank (IDB} as part of a

project in the Rio de La Plata basin, /
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III. INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT

383. The International Bank for Reconstruction and Develcpment (IBRD)} has provided

the developing countries with the following assistance:
IBRD LOANS CLASSIFLED BY PURPCSE AND AREA
FRCM 1 APRIL 1947 TO 31 DECEMBER 1969

Initial commitments net of cancellations and refundings
in millions of US dollars

Furpose EEEEEEE Africa éﬂiﬂ N
—_— hemisphere —_— Mil-East
Electric POWET « v v v o « o & o o o 4 » 2,099.3 505.0 Eh Y
Transportétion e e e e e e e e e e 909 .6 931.1 1,643.,0
Railroads v v v o o o o = « o o o o & 193.5 385.0 69k .1
Ports and wabterways .+ « « o o o o 5 hs.,3 168.1, 161.9
BOAAE 4 v s o o & « o o « s o o o« » = 647.5 225.0 750.0
Fipelines .« o 4 o ¢ &+ o o 2 2 = s 2 « 23.3 50.0 37.0
Agriculture, forestry, fishing . . . . . hot.2 186.1 496 .0
Farm mechanization « . « « & & « o « 8.4 5.0 9.0
Irrigaticn, flood control .+ « ¢ &« & & 110.1 1.0 416.3
Land clearance, farm improvements . . g.0 18.7 32,3
Crop processing, storage « o & o & .+ 0.5 0.4 2.0
LIAivestock W v« s 6 4 b v w e e e s 162.3 5.3 L.b
Forestry and fishing « « o o « & « « 5.3 5.% 14.5
Agriculture credits .« « + « « v o o & 131.3 L2.,5 17.5
Smallholders, plantatichns .« + « « o . - 27.6 -
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IDA CREDITS CLASSIFIED RY FURPOSE AND AREA

FRCM 1 APRIL 1961 TO %1 DECEMBER 1969

Initial commitwments net of cancellations and

refundings in willions of US dollars

Purpose

Electric pover . + + + « &

Transportation « « v « &+ & + &
Railroads . « & o « « o & 4
Ports and waterways .+ . «
Roads . « v v v v v o o &

Pipelines ., . . ¢« « « o

Agriculture, forestry, fishing .

Farm mechanization . + « « +

Irrigation, flood control .

Land clearance, farm lmprovements

Crop processing, storage . . .
Livestock o v o v 4 & o &« o W
Forestry and fishing . . . . .
Agriculture credits . . + . &

Smallholders, plantations . .

Weatern

hemisphere

264
77.3

7.3

17.4

Africa

1¢.0

223.5

26 .6

196.9

13.0
26 .9
6.7
7.9
1.3
20.6

ﬁ_&s&.+
Mid-East
30.8
492.9
311.5
25.6
1454

275.4

165.7
19.2

3.0
17.5
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Country
Costa Rica

Tunisia

Turkey

Country

Afghanistan

Afghanistan
Bolivia
Brazil
Cameroon
Cameroon
Ceylon
Chile

China
Coloumbia

Congog
(Brazzaville)

Eecuador

Ecuador

Honduras

India

I. IBRD TECHNICAL ASSISTANCE GRARTS

A. Projects in progress

Status of

field work

: » Amount of
Froject Approved Zrant
Feasibility Study of Ports

of Moin and Puntarenas . . 1967 200,000
Review of Water Development

Frojects in Northern

TUnLsia « o « o o o o « 1969 150,000
Assistance for Reorganization

of Power Industry . « .« . 1965 1,950,000

B. Completed projects

Title Approved Completed

Comnleted
In progress

Completed for
stage I §/

Amount of grant

Irrigation Study of Kunduz-

Khanabad River Basin . . . 1965 1966
Highway Maintenance Study . 1966 19653
Railway Operations Study . . 1961 1962
Transport Survey (Phase‘I)E/ 1965 1963
Road STUAILE v &« o o ¢ o « 1964 1966
Cocoa Rehabilitation Study . 1964 1965
Highway Study .« « « o« ¢ « « 1967 1969
Highway Study « « « « + o 1965 1967
Transportation Survey . . . 1963 1964
Transport Study « « « o « 1961 1962
Road Feasibility Study . . . 1966 1968
Transportation 3tudy + + . . 1962 19664
4ssistance to Institute of

EBlectrification . f ... iggi% 1961
Puerto Cortes Study . . . 1961 1962
Coal Transport Study « « « . 1963)

1964) 1964
1964)

a/ Action on stage II undetermined, pending Government action.
b/ Phase II being financed by UNDP.
¢/ Now known as the People's Republic of the Congo.

350,000
155,000
b3 ,000
1,500,000
200,000
120,500
200,000
210,000
250,000
197, 5C0

145,000
340,000

(120,000
(100,000

32,000

{ 750,000
{100,000
{ 12,273



Country
India
Tndias

Iran

Iran
Liberia

Melagasy
Republic

Malaysia
Moroceco

Nepal

Nicaragua

Niger

Nigeria
Nigeria
Pakistan
Peru
Peru
Republic of
Korea
Somalia

Sudan

Zanbia

B. Completed pruinods (continued)

Title

Bastern Region Transport
SUTVEY & = + o o o o o &

Feasibility Study of Hooghly
River Crossing + « o « « &

Assistance to National
Eleectricity Authority
(terminated by Bank) . . .

Port Administration
Reorganization Study .

0il Palwm Feasibility Study .

Port of Tamatave Study . . .

Assistance to Jerantut
(Jencka) Triangle Land
Development Schemg . « .+ .

Reorganization of Public
Services for Agriculture .

Transport SUrvey . « + « » .

Feasivility Study of
Expansion of Port of Corinto

Road Maintenance Study . . .

Road Programme in Northern
Wigeria .+ « «+ o ¢« o o o «

Fastern Nigeria Road
Development Study . . . .

East Pakistan River Ports
and aterways Project . .

Highway and Transport
Commlssion Study . . « .

Road Feasibility Studies

Transport Survey + « « « o

Lngineering Study of Port of
Mogadiseio « + «+ ¢ &+ & . .

Review of the Gezira -
Irrigation Scheme . . . .

Transport Study . « « .+ .
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Approved Completed Awount of grant

1965)
1966) -

1962

1963

1965
1966

1963

1965

1967
1961

1966
1965

1962
1964
1964

1961
1964

1965
19654

1964
1964

1967

1965

1965

1965
1969

1969

1967

1965
1965

1968
1967

1964
1969
1965

1961
1965

1967
1967

1956
1954

(235,000
{ 50,000

116,000

750,000

39,000
36,000

196,500

507,000

196,000
100,000

175,000
8k, 000

125,000
575,000
950,000

175,000
300,000

417,000
375,000

1100, 000
140,000
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Country Project Apnraved
Congo
(Temocratic
Republic of) Highway Maintenance

Programe . o . + . 1969
Pakistan Assistance to the

Fast Pakistan Water

and Power

Development

Authority a/. « « 1969
Republic of
Korea Transport + « + « « & 1955

a/ Jointly with UNDE.

IDA TECHNICAL ASSISTANCE CREDITS
Amount of Status of

credit field work

$

6,000,000 In progress

2,000,000 In progress

3,500,000 In progress

Final report

Draft expected
Noveuber 1971
for technical
assistance
pProgramme

Project
scheduled to
end 1971

Draft expected
February 1970
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ITT, TECHNICAL ASSISTANCE INCIUDED IN IERD AND IDA PRCJECT
LOANS AND CREDITS SIGNED IN FISCAL YEAR 1970

Total
Comtry  Sestor iowolues SN G greretss Bperts end, ) Eemelbity gy
(% million) 3 $

Ceylon Power . + « o . 21.0 hoo,000 100, 000
Colombia Livestack

Development . 18.3 100,000 376,000 46,000
Fast Africa Ports . . . . . 35.0 420,000 420,000
Ethiopia Agricultural”

Credit . . . . 3.5 1,541,000 1,542,000
Ghana Fisheries . . . 1.3 40,000 40,000
Indonesia  Power . . . . . 15.0 1,400,0C0 1,400,000
Kenya Highvays .+ « . 23.5 120,000 120,000
Kenysa Forestry . . . 2.6 54,000 5k, 000
Moroceo Rharb Irrigation 46.0 200,000 200,000
Moroeeco Highways + « . 1.6 400,000 400,000
Nigeria Highways . . . 10.6 950,0C0 980,000
Pakistan Dacea Irrigation 0.5 160,000 160,000
Spain Livestock

Levelopment . 25.0 200,000 200,000
Uganda Highways .+ . . 11.6 350,000 420,000 770,000

g/ This includes advisory services For management, accounting, finance, and
training. It does not include supervicory servvices for project construction.
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IV. AFRICAN DEVELOPMENT BANK

384, The African Development Bank (ATTE) has provided the following assistance

to the developing countries:

(2) Credits for the direct exploitation of agricultural, mineral
and other natural rescurces

1. Liberia - Monrovia thermal power staticn (81,350,000}

The project, consisting of the installation of a 15 MW capacity gas turblue,
uill supplewent the hydroelectric supply from the Mt. Coffee dam, on the St. Paul
River, whose flow 1s insufficient to feed the 35 MW hydropower station in the dry
geagon, Total estimsted cost is $1,500,000, of which the African Development Banx
(AfDB)} will finance $L1,350,000, the remaining $150,000 being provided by tae
Pubiic Utility Authority.

2. Malawi - traznsmiesion system ($%,000,C00)

The project consists of the development of the Tedzani hydroelectric
potential of the Sire River, through the installaticn of 2 x 8 MW hydropower
generation units financed by IBRD/IDA and transwission lines and other facllities
financed by AfDB, Total costs are estimated at $12,372,000, of which IBRD will
finance $5,%00,000, ALDE will finance $3,000,0C0 and the Government of Malawi will
finance the remaining $4,123,0C0.

3. Morocco - transmission lines, Jerada - Zaer {$2,750,000)

The project congists of the construction of 505-km high voltage lines to
transmit the electricity produced at tihe thermal station near the Jerada coal
mines in the north to the consumption centres in the west of Morocco and tne
construction of complementary facilities. The total estimated cost amounts to
about $5,500,000, half of which will be provided by AZTLE and the other half by
the Government of Moroceo. The transmission system will permit the evacuavion
of the energy to be generated at the Jerada thermal plant, which will perwmit the

exploitation of the otherwis=s non-commercial coal deposits in the area.

foo
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L, Sierra Leone - extenéion of water supply and distribution in the Greater
Freetown Area ($1,500,000)

The. project consiste of increasing the capacity of the water supply and
distribution system of the Guma Valley Water Compe.y from six to twelve wmillion
gallons per day. The project has an estimated total ccst of $2,135,000, of which
$1,500,000 will be financed by an AfDB loan, the remainder being financed by the

Company, in which the Government has a majority share totalling 95 per ceat.

(b) Credits for purposes closely linked to the exploitation,
exploration and marketing of natural resources

L. Kenya -~ construction of two road links ($2 300,000)

The project consists of upgrading, to bitumen standard, two sections of
international trunk roads: Athi River-larmanga (eighty-four miles) and Eldoret-
Tororo {seventy-three miles). The total estimated cost amcunts to about
$9 willion and apart from ATDR's loan of $2,300,000, the asgency for International
Development of the United States of America iz contributing $3,209,000 in the form
of lcan and grant and the Government oFf Kenya is meeting the rewaining expenses.
Work started in September 1957 and is scheduled for completion in 1970-197L.

The Athi River-Namangs Road area possesses potential for tourism expansgion,
cattle production and sisal cultivation, and its exploltation will be facilitated
by lower transport costs. The improved rcad also will better serve the soda ash
worke at Lake Magadi. The same holds true for the Eldoret-Tororo Road, which
crogses an agricultural area in which wood and sisal processing plents are

planned and mineral deposits are known to exist.

2. Tunisia - Medjerda irrigation project (&2,750,000)

The project congists of equipping and developing an area of 6,032 hectares
for irrigation in the Lower Medjerda Valley. Its total cost i1s estimated at
$5,500,000, half financed by AfDB and half by the Government of Tunisia. Work
started in Hovember 1553 and ig scheduled %o be completed in 1970-1971.

The troject will permit the utilization of water resources already controlled
by existing hydro-infrastructural works and intensified exploitation of 5,000 ha
of agricultural land through the introcduction of intensive cattle raising and

high value crops such ag vegetables and fruits.
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(¢) Pre-investment activities

(i) Fre-investuent studies financed by the Bank for member countries

1. Uganda - urban water supply study (300,000)

The study involves the exploration of surface and underground water rezources
in Uganda through wmeterological and geologicsl surveys. The total cost is estimated

at $357,000, of which AfDB is providing $300,000, covering the foreign costs.

2. Somalia - livestock vessel (%27,000)

The AfTB financed a pre-investment study including detailed specifications
and tender documents and organizational arrangements for a vessel to ship
livesgtock from the Sowmalil port of Beérbera to Jeddah, as existing shipping
capacity is insuffTicient to meet the demand of the expanding livestock export

trade.

3. Jomalia - Hargeisa-Berbera road ($35,000)

The Bank joined UNDP and the Government of Somaslis in financiag the detailed
engineering studies for the Hergelsa-Berbera Romd. The engineering reports are
expected by mid-1570. The lack of good roads is hindering the developuent of
northern Somalia, walch has a good livestock-raising notential, The road will
stimulate the developument of agriculture and facilitate better transportaticn of
livestock for export by providing a link between the port of Berbera and its

hinterland.

Y. Zambia - United Republic of Tanzania (Tanzam) Railway

The topographical and soil survey of the Makumbako-Chita section of the
proposed Tanzam Railway was carried ocut at the initistive of AfDB. The datailed
engineering studies and construction of the railway are now to be financed oy
China {mainland).

The new line will offer an additional or alternative route for evacuating
Zambia's expanding copper production. Develonment of the agricultural,
fisheries and mineral resources of norther Zawbla and the southern United
Repubiic of Tanzania will oe stimulated through the availability of adequate

transport facilities.
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(ii) Projects currently being studied for possible AFfTB financing
Agriculture:
Algeria: Dairy project of the 25,000 ha Bou Hamousss
irrigation scheme in the Abka ovlain
Borandi: General - in particular hydrological study of
the Ruzizi plain
Congo

(Democratic Republic of): Cattle ranch of 5,200 ha in the Niary Valley

Ghana: Kenaf groving scheme on 16,000 ha in the
Kumagi area

Mocrocco: Beni Mougsa irrigation scheme extension of
4,500 na in the Tadla plain

Niger: Goulki di Maradl water-contrel scheme of
7,000 ha

Nigeria: Extension of Bacita Sugar plantation and

factory from 30,000 to 41,500 tons of sugar

Sadan: Livestock export promotion projects:
gquarantines, vaccine-production facilities,
holding area for sheep and calttle ranches

Uganda: Mubukn irrigation project of &,700 ha
Fower:
Algeris and Moroceo: . Intercoanexion of the electrical power aystems

of Algeria and Morocco by a transmission line
from Oryda to Oran

Liberia: Further development of the Monrovia eleciricity
system, in particular in connexion with
future industrial development

Malawi: Development of an aluminiuom industry, based on
the Mlanje bauxite deposits ané the Shirc
River power in Malawi

Niger: The use of agricultural waste as fuel for power
producticon in the envisaged thermal plant

Upper Voltac: Develonuwent of the hydroelectrical potential
of the Banfora waterfalls
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Regional:
Niger River Basin:
Mineral survey:
Energy survey:
Shrimp survey:
Industrial:
Algeria:
Mali:

Pecple's Republic
of the Congo:

Togo:

The AfDE particlpated in a general survey
mission cof development possibilities of the
Niger Basin region

A degk study on mineral resources has been
carried out

Preparatory work has started oo a survey of
the needs, peotential and possibilities of
interconnexion of electric power between
African countries

Preparatory work has started on a survey of
shrimp resources along the west Afriecan
coast in collaboration with FAQ

Market Hall in Algiers
Skin processing plant in Bechar

Textile factory in Bawmako
Water distrivution network in Bamako

Fishery complex in Pointe Noire

Development of limestone deposits
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V. ASTAN DEVELOPMENT BANK

385. The Asian Development Bank (AsDB) has provided a substantial amount of
assistance tec its developing member countries for the exploitation of their
natural resources. Most of AsDB's assistance is extended for irrigation; other
fields include crop plantation and processing, fiskeries development, water supply
and management, storage facilities, mining etec. The Bank's assistance takes the
form of lcans or technical assistance. To many of the less developed countries,
AsDB extends loans on soft terms and technical assistance on a grant basis. T e

natural resources projects assisted by AsDB are the following:

Smgll-scale irrigation projects

Tyre of assistance: technical assistance; amount: $16L4,000; date approved:
29 July 1969.

Deseription. The AsDB will investigate a number of existing small
irrigation projects and undertake project preparation of four or five of the most
promising for possible financing by the Bank. The technical assistance mission,
with individusl experts in the ten-man team, will spend varying periods up to six\
months on the project.

Terms of assistance: grant; status: field work commenced in Cctober 1969.

Ceylon

Tea factory medernization project

Type of assistance: loan; amount: $2.0 million; date approved: 2 July 1968,

Deseription. The project forms an integral part of the Government Tea
Factory Development Scheme introduced in 1966 aimed at rehsbilitating and
modernizing tea factories in order to raise their capacity for processing green
leaf, The lcan is being used to finance the construction of tea factories,
installation of machinery and additional equipment, electrification of factories

and purchase of lorries.

fone
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Terms of assistance: amortization, fifteen years (including a three-~year
grace period) at interest of 6-7/8 per cent per annum; status: commitment made,

$1.11 million, and disbursements, $0.85 million.

Walawe development pro.ject

Type of assistance: loan and technical aissistance; amount: loan - $7.705
million (Special Funds), $8.885 million (ordinary rescurces), technical assistance
-~ $0.4 million; date approved: 23 Qctober 1969.

Descripticn. The loan is to finance part of the development cost of the
right bank ares of the Walawe Development Scheme under the execution of the River
Valleys Development Board. The primary objective of the project is to irrigate
an area of 33,000 acres for double cropping of paddy, to provide farm houses for
3,440 new settlers and to improve the living condition of 3,100 cld settlers.

The current work includes improvement of existing irrigation systems, construction
of new irrigation and settlement facilities, and development of economic and soclal
infrastructures.

The technical assistance is to provide experts and equipment for the River
Valleys Development Board for the initiasl operation of the project. An
agricultural experiment and extension centre will be established in the project
area to ensure training of extension stafl and settlers and a continuous flow of
technical knowledge and agricultural extension services to the settlers. The
centre will be supported hy the provision of three experts in farm irrigation and
water management, crop agronomy and technoleogy, and agricultural economics and
farm management.

Terms of assistance: Special Funds loan - amortization, twenty-five years
(including seven-year grace pericd) at interest of 3 per cent per annum; ordinary
resources — gmortization, fifteen years (including five-year grace period) at
interest of 6-7/8 per cent per annum; technical-assistance grant.

Status: lcoan and technical assistance became effective 10 February 1970.

Invitation to tenders under the Special Funds loan issued.

Ceylon Fisheries Corporation

Type of assistance: technical assistance; smount: $165,000; date approved:
2 Cetober 1969,

Joen
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Description. The project is intended to strengthen the operations of the
Ceylon Fisheries Corporation (CFC). The technical assistance team, composed of -
a seven-man mission with a duration of up to six months, will assist and advise
CFC on its institutional framework and organizational setup; the formulation and
executicn of development projects; the assessment of resources and preparation
of test~fishing programme; the marketing of fish products; methods of increasing
Tfish catch; and the designing of fishing-gear factory.

Terms of assistance: grant; status: the technical assistance team is

expected to commence Tield work about May 1970.

China (Taiwen)

Copper fabrication plsnt proiect

Type of assistance: loan; amount: $1.15 million; date approved:
20 November 1969.

Deseription. The Bank's loan will finance the foreign exchange cost of a
copper plant to be established by the Taiwan Metal Mining Corporation, a wholly
owned Government corporation with mining interests in the north of Taiwan. The
proposed plant will manufacture annually: (a) high guality copper strips
(200 metric tons); (b) high-quality brass strips (4C0 metric tons}); (e) copper
nagnet wires {1,200 metric tons); and (d) IFT shield cans, an clactronic part used
in transister radios (36 miilion pleces). The projsch, when corpleted by early 1972,
will generate savings in foreign exchange as the fabricated copper preducts
replace imports.

Terms of assistance: amortization, twelve years (including threé—year grace
pericd) at interest of 6-T/8 per cent per arnum; status: loan became effective
on 13 February 1970.

Indonesia

Tadjum irrigation project

Type of assistance: loan; amount: $990,000; date approved: 17 June 1969.

Description. The project involves the irrigation of 3,600 hectares of rice

foon
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land, which is expected to result in an increase in producticn of 16,000 tons of
milied rice per year. Work on the Tadjum Scheme was suspended in mid-1968 because
of foreign exchange shortage. The AsDB loan has enabled the Government of Indonesia
to go shead with the projeect in pursuance of its high-priecrity glans for irrigation
rehabilitation and development as a means of alleviating food produnction problems,
particularly in Java.

Terms of assistance: amortization, twenty~four and a half years (including
seven-year grace pericd) at interest rate of 3 per cent per annum; status: award

of contracts is urnder way.

Sawit Sebarang Oil Palm Estate

Type of assistance: loan; amount: $2.4 million; date approved:
o1 Ockober 10969,

Description. The preject comprises the rehabilitation and expansion of the
government—cwned Sawit Sebarang 0il Palm Estate in North Sumatra, and its
processing mill and related facilities. The estate consists of 6,386 hectares of
retarded mature oil palm trees and 2,675 hectares of immature trees. New plantings
of 2,441 hectares are planned. The mill will be rehabilitated and expanded to
increase its processing capacity. The AsDB loan will finance, in addition to the
nill expansion and rehabilitation, the procurement of autcmotive, railroad and
earthmoving equipment and the cost of hiring an accounting-financigl adviser to
edvise and assist estate management for two years.

Terms of assistance: anortization, twenty-four and a half years (including
seven-year grace period) at interest rate of 3 per cent per apnnum; status: loan

became effective on 31 March 1970.

Food grain production

Type of assistance: technical assistance; amount: $80,0C0; date approved:
30 August 1707.

Deseription. The project is designed: (a) to review the present situation
with respect to the production and marketing of food crops; (b) to identify bottle-
necks and constraints on the inereased producticn of food crops and recommend

methods to deal with them; (¢} to recommend action for tackling long-range
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difficulties and examine implications for rescurce allocation. The Bank mission
worked in the field for three months during Cetober 1967 to January 1968.

Terms of assistance: grant; status: project completed in January 1568,

Advisers to Ministry of Asriculture

Type of assistance: technical assistance; amount: $170,0C0; date approved:
30 July 1968,

Description. The project's purpose is to help the Government of Indonesia
in ite agricultural develorment plamning and food production progrsmme. Assistance
was given in the implementation of the first-year sgricultural plan (April 1969 -
March 1970), in programming for the second-year plan, in the training of personnel
for plan implementation, and in the rice production drive, particularly with
regard to improving the fertilizers used, cultivation practice and water
management techniques, The AsDB three-man mission comuenced work in Cetober 1968
Tor an eighteen-month pericd.

Terms of assistance: grant; status: field work to bte completed in April 1970.

Sempor irrigation project

Type of sssistance: technical assistance; amount: $328,000; date approved:
27 March 1969,

Description. The project is designed to alleviate food deficlencies in the
densely populated South Kedu region in Central Java through the provision of
year-round irrigation to about 14,000 hectares of paddy land. The assistance of
AsDB was provided for conducting a comprehensive feacibility study of the project
and, if justified, for the formuiation and preparation of a project to be
considered by the Bank for possible financing., A fourteen-member technical
assistance mission commenced its field work in May 1969.

Terms of assistance: grant; status: consultants’' fingl report expected
April 1970.

Sawit Sebarsng Oil Palm Lstate

Type of assistance: technical assistance; amount: $42,000; date approved:
27 December 196G.

foa.
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Description. In order to assist the Sawit Sebarang Oil Palm Estate management
in overccoming its deficiencies in the fields of modern managerial and technical
practices, AsDB has agreed to provide the services of two visiting experts for the
first three years of the project. These experts will periodicelly review the
existing situation of the project in the light of latest technological and
managerial practice with a view to improving techniesl and managerial aspects of
the project.

Terms of assistance: grant; status: recruitment of experts under way.

laocs

Integrated agricultural development programme for Vientiane Flain

Type of assistance: technical assistance; amount: $221,000; date approved:
15 Cetober 1068,

Description. The purpose of the project is to draft an integrated
agricultural development programme which would harness the rescurces generated by
the Nam Ngum Dam (the construction of which is expected to be completed by 1972),
the potential of the Vientiane Plain and the Government's efforts in that area.
The study identified eight irrigation projects with a total net irrigable area of
33,500 ha. The irrigaticon water would be pumped fromthe Mekong or the Nam Ngum,
using the power generated by the Nam Ngum Power Station.

Terms of assigtance: grant; status: project completed In January 1970.

Tha Ngon aggricultural development

Type of assistance: loan and technical assistance; amount: Zloan - $873,000,
technical assistance - $275,000; date approved: 10 March 1970,

Descripiion. The objective of the project is to develop for year—round
irrigation farming an area of about 1,C00 ha. The construction of fleod protecticn
and drainage systems, irrigation netwerks, rcads, power distribution and settlement
of about 40O farm families are included in the project. The Bank's loan is to
finance the foreign exchange cost of the project, while the technical assistance
is provided for consultant services for deitailed engineering and project

supervision.

Joon
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Terms of assistance: lcan; amortizaticn, forty years (ineluding ten-year
grace pericd) at interest of 1-1/2 per cent per annum, technical assistance -

grant; status: borrower's action to mgke loan effective awaited.

Malaysia

Fenang State water supply project

Type of assistance: loan; amount: $7.2 millicn; date spproved:
1% September 1968.

Description. The project is to auvgment water supply by 30 million gallons
ver day to meet the inereasing needs of growing population and anticipated
industrial development in the State of Penang in West Malsysia. The works to be
designed and constructed include a barrage across the Muda River, intake works
and pumping stations, a supply canal, water treatment works and submarine pipe—
lines from Butterworth on the mainland to Fenang Island.

Terms of assistance: amortization, twenty years (including five-year grace
period) at interest of #-7/8 per cent per annum; status: contracts awarded
$%.52 million, and disbursement $0.0k million.

Bukit Mendi and Bukit Goh palm oIl mills

Type of assistance: loan; amount: $2.8 million; date approved: 11 Februéry
1965.

Description. The AsDB lean will finance construction of the first two
stages of the two palm oil mills for processing the preduction of oil palm fruits
from two groups of Federal Land Development Authority (FLDA) schemes known as the
Bukit Mendi and Bukit Goh Complexes. The two complexes, comprising about
19,330 acres and 20,110 acres respectively, are located in the State of Pahang, West
Malaysiz. The mills will be developed in three stages. The final capacity of
each mill will be sgbout 50 tons per hour, while the capscity up to the second
stage will be LO tons.

Term of assistance: amortization, twenty years (including five-year grace
reriod) at interest of 6;7/8-per cent per anhnum; status: invitation to tender

issued.
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Cil palm products marketing study

Type of assistance: technical assistance; amcunt: $80,000; date approved:
23 September 196G,

Description. The technical assistance is to review the marketing arrangements
of the Federal Land Development Authority (FIDA), ineluding an evaluation of their
suitability for the future in the light of the anticipated increase of productiocn
from the IDA o0il palm schemes, to make specific prOposals-for changes, if any,
and tc prepare detailed plans, including operational procedures for the FLDA
marketing crganization.

Terms of agsistance: grant; status: consultants' interim report under review.

Feasibility study on development of Knala Lumpur Ksrak Highway

Type of assistance: technical assistance; amount: $192,000; date approved:
13 November 1969.

Descrivtion. The purpose of the technical assistance is to determine the
nature of the improvements to be made to the fifty-one-mile Kuala Lumpur-Karak
section of the Federal Highway Route II and to choose final alignment. The road
improvement is mainly designed to meet the increasing traffic volume, particularly
the transpcrt needs for the land development in Pshang State.

Terms of assistance: initially grant; may be converted into loan;: Status:

recruitment of consultants under way.

Philippines

Cotabato irrigation

Type of assistance: lcan; amount: $2.5 million; date spproved:
18 November 1969,

Description. The project comprises three irrigation systems in Cotabato and
South Cotabato provinces in the Fhilippines. The area to be covered by the project
would be 7,430 hectares of land. The project will utilize the Banga, Marbel and
M'land rivers, which sre tributaries of the Mindanao River, and constitutes part

of a long~range development plan for the entire Mindanao River Basin. It is

s
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expected that production of paddy in the project areas will increase from the
present level of 7,600 tons te 43,400 tons per year within five years after
completion of the project.

Terms of assistance: amortization, twenty-rTive years (including five-year
grace period) at interest of 3 per cent per annum; status: recruitment of

consultants under way.

Water manggement (first phase and second phase)

Typre of assistance: technical. assistance; amount: first phase - $105,00C,
second phase - $102,000; date approved: Tirst phase - 20 June 1968, second phase -
26 June 1969.

Description. The project is designed to: (a) intensify field investigation
and operation in the eight pilot farms; (b) complete physical improvement of system
control in the project system; (c) enhance the techniecal capability of National
Irrigation Administration (NIA) staff; and (d) promote participation of farmers in
improved water management practices. Currently, the project i1s in its second phase.
The first phase started in June 1968 and was completed in July 1969. During the
Tirst phase, a number of in-service training courses were conducted in which fifty
technical persomnel of NIA were given training in water management. The same type
of courses are alsc being conducted during the second phase and four NIA technicians
are being sent abroad for training.

Terms of assistance: grant; status: first phase - completed in July 1669,

second phase; field work preceeding.

Fisheries port construction

Type of assistance: technical assistance; amount: $225,000; date approved:
25 July 1968.
' Deseription. The project comprises the feasibility and engineering study of
the fisheries port project at Wavotas, Rizal. The study was carried out by a
Scandinavian consulting firm; on the basis of that study, the Bank is currently

considering vhether to finance the project.
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Terms of assistance: 1initially grant; to be converted into loan at the Bank's

option; status: consultant's Tinal repcrt being prepared.

Republic of Korea

Cold storage

Type of assistance: loan; amount: $7 million; date approved: 13 March 1969.

Description. The losn resulted from the technical assistance to the
Agricultural and Fishery Develcpment Corvoration (AFDC), with the purpose of
providing the Korea Cold Storage Company, a subsidiary of AFDC, with more efficient
storage and distribution facilities for fishery products. Proceeds of the loan
will finance: (a) the foreign exchange ccmponent of contracts for bullding
construction snd supply and installation of refrigeration machinery and equipment;
and (b) the CIF sosts of refrigerated and insulated trucks, refrigerated carrier
vessels, refrigerated show-cases and other imported facilities. The facilities
are expected to begin operation during the first half of 1ST71.

Terms of assistance: smortization, fifteen and a half years (including
four-year grace pericd} at interest of é-7/8 per cent per anmum; status: contracts

avarded, £1.86 million, and disbursement, $0.21 million.

Agricultural and Fishery Development Corporation

Type of assistance: technical assistance; amount: $66,000; date approved:
& TFebruary 1G68.

Description. The technicsl assistance is to render advice and assistance
regarding the institutiocnsl framework and organization of the Agricultural and
Fishery Development Corporation and to help identify and formulate projects which
could be develeped to appraise standsrds in the fields of fish marketing, with
particular reference to reflrigeration; livestock development, inelucing the
developmeint of marketing facilities; vegetable production and marketing; and other
projects which might hold out prospects for immediate development in agriculture
and Tisheries.,

Terms of assistance: grant; status: project completed in April 1969.
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Thailand

Accelerated rural development programme

Type of assistance: technical assistance; amount: $150,000; date approved:
23 September 1G69.

Deseription. The project consists of a study of the development possibilities
in eight or nine selected nucleus districts - five in the north-east, two or three
in the north and one in the south - the identification of specific high potential
preductive activities, the determination of immediate infrastructural,
instituticnal and input needs, the preparation of integrated development plans for
each of these districts, and assistance in the implementation thereof. An advisory
migsion comprising five agricultural experts will work with counterparts for about
forty—twe man-months.

- Terms of assistance: grant; status: field work commenced in January 1970.

Agricultural development prograwming in the Nong Wal pioneer irrigated

agricultural project

Type of assistance: technical sssistance; amount: $180,000; date approved:
G Ceteber 19659,

Description. The project is aimed zt preparing an integrated agricultural
development programme for part of the area on a right side section of the Nong
Wal diversion dam of about 10,000 hectares. Implementation of this project willl
be regarded as pioneer and educaticnal in nature, so that experiences cbtained
in this project can be applied to other agricultural projects in Thailand,
particularly those arecas to be irrigated by the Pa Mong Dam. A technical mission
comprising nine experts will werk in the field to prepare the integrated
agricultural development programme.

Terms of assistance: grant; status: field work commenced in February 1970.
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vi. INTER-AMLRICAN CEVELOPMENT RANK

386. The Inter-American levelopment Bank (IDB) has provided the following

assigtance:

Loans for natural resources programmes in Latin America to December 1969

{In millicns of U3 doliar

Category

e /

Agricultureéf T
. af

Mining= o o 4 6 ¢ v v v s v a v v s e e s e s e

. e oaf
Fulp and paper industries™ ., . . . . . . + . « .
Fishing industrya e e s s e e e e e e e s s
s s . . b

Dams (electricity and irrigation)~ . . . . . . .

Dams (electricity)E/. e e e e e e e e e e e
Roads {farm to market)E/. e e e e e e e e

Technical education (agriculture and cattle
seiences) B/ v v v v e e e e e e e e e e

resegueces .

&)

Numnber of loans

126
>

8
12
2
12
12

15
192

£33.8
51.7
28.9
11.7
30.9
188.8
135.1

15.8
1,296.79/

a/ Loansg for direct exploltation of agriculfure, minerals and other natural

Q/ Toans for projects closely tied to the exploration, exploitation and marketing

of natural rescurces.

¢/ This total includes $30.3 million used exclusively for pre-investment studies

on natural resrurces (sce +the f£ollewing table ).
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Lcang Tor rre-Investment studies relating to the exploitation and marketing

of_natural rescurces to December 1969

(In US dollars)

Country Amount
Argentina 800, 000
148, 000
1,300,000
300, 0C0

630, 000

Bolivia 487, 000
276, 0C0

19,000
100, 0CO

12,0009/
Erazil 300, 000

£10,000

Chile 111,400
500, 000

97,500

31,100

35,600

118, 000

%5, 000

30, CO0

55,000

@/ Technlecal assistance grant.

Brief description of studies

Hydrcelectric system in the north-west
region

Electric interconnexion with Uruguay

Energy for Salto Grande

Protection of the Entrerrianc Delta in the
Trovince of Entre Rios

Study of electric development, irrigation
and flocod control in El Chocdn-Cerros
Colorados

Frospecting non-stannic minerals

Geologlcal study of the alluvial tin
deposits

Aurifercus exploitation for the Cangallf
Co-oreratives

Studies of the tin deposits in the Province
of 1 Rodel

Study of hydrocarbon reserves

Hydroelectric studies for the Rio Yacuf in
the State of Rio Grande do Sul

Studies for the State of Bahia, including
studies on infrastructure

Scil evaluation of Canton Viejo in the
Frovince of Cochagua

Soll evaluation of Diguillin in the
Frovinece of Diguillin

Estimates of iron deposits in the Province
of Atacama

Prospecting - phosphoric minerals in the
country

Determination of pure sulphur reserves in
the Frovince of Antcfagasta

Exploitation of various minerals in the
Province of Atacama

Exploitation of copper deposits in Tiltil,
Province of Santiago ' '

Fxplcitation of copper depaosits in Angelita,
FProvince of Santlago

Exploitaticn of coprer deposita in
Montecristo Regalszda, Frovince of
Atacama '
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Country
Chile (continued)

Colomhia

Costa Rica
Dominican Republic
Ecuador

Honduras

Mexico
Nicaragua

Paraguay

Amount

10G, CCO
70, COC

135, 000

116,000
500, 000

265,000

5,380,000

G36, 000
100, 00C

35,000

34, 000

Q07,000
1,586,000

20,0005/

28, 0002
809,000

1,870,000

hs,oooi/

5, 000, 000
1,160, 00C
270, 000

Brief description of studies

Prospecting - sulphur deposits in the
northern zone

Soundings in the Fuerta del Cobre, Province
of Atacama

Evaluation of hydroelectric resources in
the Pupio Quilimari, Petorca and Ligua
valleys in the Province of Cogquimbo

Algoleogy prospecting through the Litoral
Naclonal

Land irrigation in the Froviance of
Aconcagua

Studies for the development of the Province
of Choapa, including studies on soils,
land registry, forestry, irrigation, ete.

Aercophotogrammetry studies of the
agricultural lands in the central region
of Chile

Hydrceelectric designs in the Alto Anchicaye

gtudies on carboniferous deposits in
Cerrejdn

Evaluation of the development of tourism,
inciuding the evaluation of natural
resources on the Bast Coast of the
Atlantic COcean .

Electrificaticn in the northern part of
the Province of César

Evaluation of the Ariguana River Basin

Studies for the development of the
hydrographical basin on the Sinui River,
ineluding fishing grounds

Btudies of projects in the ncrthern zone
Agralogical studies of the Templzque Valley

Hydrogeological studies in the plains of
Azda

Hydrographic studiees of the Guayas River
Basin

Tevelopment of irrigaticn in the Comaguay
Valley

Tevelopment of the Lerma Pasin
Hydrometecrological study of Nicaragua

Hydroelectric studies of the Acarasy River

Joun



' Country

Feru

Trinidad and Tobago

Uruguay

Vernezuels

Amcunt

3500, 000

90k, 000

162, C00
130,135

L9, 000
75,000

300, 000
148, 000

6,900
1,000

650, 0C0

1,800

43,000

115,500

100, 000
J_|.2) 730
12,239

100, 600

100, 000
200, C00

70, 000
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Brief description of studies

Irrigation systems in five departments in
Feru

Diversion-canal from the Chiva River to the
Piura River and rehabilitation of the
Chiva and Piura wvalleys

Electrification of the lepartment of
Cahamarca ’

Hazbilitation and renovation in the river
zones of Lima

Irrigation studies

Fvaluation of subiterranean waters

Evaluation of land capacity

Hydrcelectric studies of Salto Grande,
Calmar, and Chocdn-Cerros Colorados,
including intercommunication between
Uruguay and Argentina

Exploitation of marble deposits in Puntas
del Arroyc Pan de Azucar

Studies of dolomite depcsits in the
Lepartment of Maldconado

Utilization of the Uruguay River rapids for
navigation and electric energy, inciuding
intercommunications with Argentina in the
Lepartmrent of Saltec Grande

Exploitation of black granite in the
Department of Florida

Irrigation projects for co-operatives in the
Rella Unidn Zone of the Lepartment of
Artigas

Levelopment of the Mcrin Lake Basin
(including co-operation with Brazil)

Hydrcelectric studies and control of the
Uribante River ' .
Studies of non-metallic mineral rescurces
in Venezuelsa

Bvaluation of natural resources of the
Yurvar! River Basin

Estimation of the suriferous mineral
deposits in El Callao district, Frovince
of Bolivar

Estimation of Sinabric reserve deposits,
San Jacinto digtrict, Province of Lara

Estimation of titanium reserves in the
Quyana region, Province of Boliver

Evaluation of the auriferous alliuvion
economic reserves in the Supamc Zone,
Province of Bolivar
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Country Amount Brief descripbtion of studies
Venezuela (ggntinued) 100, 000 Rio Minero study of the gelenite silver-
bearing deposits in the Tepartment of
Silva; Province of Yaracuy
200, C00 Evaluation of the diamantiferous alluvions
in Guyana, Province of Bolivar
AT TT Study of the seabeds between Cabo Cadera
and the Golfo de Paria
267,000 Geophysical exploitation of the lands in
the northern zone of the Frovince of
Guyana
300, 000 Evaluation of land capacity
Latin America hE,ODOé/ Study of the development of natural
(integration) / resources
550,0005 Preliminary study on the development of
a/ the River Plate Basin
A0, 00— Complenentary studies of the Argentine

north-west and the Bolivian south-west

TomAL 31,02, E95/

E/ Total includes $728,000 in technical assistance grants.
VII. EAST AFRICAN DEVELOPMENT BANK

387. The Bast African Development Bank has financed the following natural resources

projects:
Humber East African shillings
Coconut project 1 1,200, 000
Tea project 2 7,700, 000
Ceramics project 1 2,000, 000
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Annex

QUESTIONNATRE SENT TO MEMBER STATES CONCERNING THE IMPLEMENTATION
OF GENERAL ASSEMBLY RFSOLUTICH 2158 (XXI)

The following questions are based on the guidelines set out in General Assembly
resolution 2158 {XXI). Every effort has been made to ensure that the questions
cover all the bagsic ideas expressed in resolubion 2158 (XXI). Given the complexity
and proad scope of the subject, however, it would be appreciated if Member States
would make additional comaments on aspecis oF the subject not touched uposn in the

guestionnaire.,

Question 1

Ts the exploitatizsn of certain types of netural resources in your country
reserved exciusively for your Govermment or nationals? If so, please provide
details, including any relevant legislative or regulatory texts or official
policy statements, and indicate whether exceptions are made to the general rule

and in what circumstances.

Question 2

Te there any legislation in force in your country concerning the exploitation
of natural resources by enterprises fully or partly owned by foreign investors?
I 82, please attach the relevant texts.

If no such legislation existe, does this situation reflect a preference on the
pert of your Government for a wmore fiexible approach, which makes 1t possible o
deal with the exploitation of such resources on a case-by-case hasis, according

to the type of resocurce concerned?

Question 3

In the past decade have there been instances in which natural resources
enterprises fully or partly owned by forelgn investors have, in your country's
spinion, failed to comply with the terms of the contract under which they
operate? If =0, please give detalls, stete what action has been taken to setple

the dispute in accordance with the reasonable and legitimate expectations and

3

[ov.
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requirements of both sides, and indicate what assistance the international

commurity could provide or could have provided in that coanexion.

Question b

Has your country adopted a policy or position that tends to establish an crder
of preference among Tthe various forms of invesgtment for the exploitation of its
natural resources, i.e., dirsct foreign investment, loan investment (including
export credits, bank credits and capital market loans) and arrangements for direct
access to foreign sperative technology (including trade marks, patents, designs
and production, management and consultant contracts ete.). IT so2, pleage give
details of the policy or positlon, state the reason for adopting the policy or

pogition, and supply any relevant texts.

Question 5

What forms of foreign investuwent are currently being used for the explcocitation
of natural resources in your country? If possible, please indicate the form of

invegtment used for each type of rescurce.

Question 6

Has your country enacted legislation or foraulated an official policy favouring
the agsgociation of domestic and foreign capital in joint ventures for the
exploitation of natural resources as opposed o full ownership of natural resources
enterprises by foreign investore? If g0, pleage give reasonsg and details and

supply any relevant texts. Are national private entrepreneurs allowscd to

participate in such joint ventures or can the Central Government or public

enterprises alons participate in them?

Question 7

Hag your country enacted legislation or Tormulated an official policy
concerning the maximum percentape of the equity of natural resources enterprises
in your country which may be acguired by foreign investors? If so, please give

details and supply any relevant texte.



A /8058
English
Annex
Fage 53

Question 8

Have there been any inztances of foreign iavestors making the participation
of domestic capital a condition for investing in the exploitation of natural

regources io your counbry? If s, please give details.

Question 9

D2 any of the concession agreemente or contracts concluded with foreipn
investors for the exploitation of natural resources in your country provide for

the gradual transfer to domestic interests of all or part of the shares held by

fan

hose investors? If so, please give details.

@Hgstion 10

Has your country established any machinery for government participation in the
decizion-meking procegs of natural vesources enterprises wailch are Tully or

partly owned by foreign investors? If so, please give details.

Quegtion 11

Has your Government enacted legislation or issued official policy statements
concerning minlmum percenbtases of national manaserial or senior technical
personnel to be employed by natural resources epnterprises which are fully or
partly owned by foreign investors? Are there provigions lor the geadual
replacement of foreign manasers and genior tochnicians by natlonal personnel?

I 52, please provide any pertinent texts.

Question 12

1f your country has establighed such ainimum percentages, have any
bottle-necks occurred &s a result of the non-availability of national managers

and tocehniceiars? I go, what interim arrangements have been adopted?

question 13

Pleage comment on the role naticnals currently play in the management and
technical operations of natural resources enternrises which are fully or partly

awned by forelgn investors.

/..
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Question LI

Hag your country enacted legislation or inserted clauses in concessgion

Eis

agreements ov contracts with loreign Inveslors providing that naturel resources

i
i) -

enterprises fully or partly owned by foreign lavestors shall establish training

prozrammes for naticinal personnel? If go, plesse give details and provide the

relevant texts.

Pleasze comment on training facilities or progrsmmes provided by natural
resources enterpriges which are fully or partly owned by foreign investors for
national labour in the [ollowing categories:

(a) Managerial personnel;

() Senior btechaical pergonnel;

{¢) Other personnel.

Plezasge give details concerning bhese facilities or programmes.

Question 10

Under what srrangemerts does the Government share in the profits of patural
resources onterprises which are fully or partly owned by foreign investors?

Please dndicate the basils on which the profits are calculated.

S

uestion 17

Please indicate what ameaities (such as housing, redical care, subsidized

transport) are provided Tor dimestic labour by natural resources enterprises

1

fully or partly owned by foreign investors.

Tion 1¢

b

Guest

Have Jiscussiong been indtisted with the forelign investors concerned
regariding the renegotiation of existing concession agreements or conbracts?

Dces your Government foregee chat unfavourablc consequences or glde effects may

result from such a rencgotiaticon:
(a) Concerning the reinvestment of profits by the enterprises;
b)

{

Concerning the inflow of new ilnvestment in the future?
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Question 19

Hag your country enterecd into, or does it contemplate entering into, any
ecrangenents with neighbouring countries or other developing countries For the
joint exploitation of natural resocurces? If wzo, please provide the relevant

texts and sther pertinent information.

Guestion 20

Has your cmantry réeceived assistance {rom foreign Governments or public op
private entities for the exploitation of its natural resources and/or the
narketing »f 1ts natural reszureces products? IF s2, please provide detailed
information on such guestions as the {ype of resource involved, the Torm of

agsgistance given, and the terns oad conditions on which it was supplied, and

provide the texts of any relevant bilateral sgreements or contracts.

Y ¥
guestion 21

Have ywmar Government or public or orivate entities in your country assisted
another country in the exploitation of its natural resources and/or the mecketing
of ite natursl resources products? If so, please provide detailed Information as

indicated in the preceding cuesbtlon.

Question 22

Have you any suggestions concerning additional internsticnal action to zssist
developing countries in the exploitation of thelr ratural resources and the

marketing of natural rescurces products?

guestion 25

Pleage make any other consents you consider relevant concerning your
experience with regard to the implementation 27 General Assembly resolution

2156 {xxI).





