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I have drafted a savingram to the Secretary of State
suggesting that the South Georgia sealing licence should be
offered on the basis of a competitive tender.

2. This I think is the suggestion you wish to put to the
Secretary of State following Pierce-Butler's letter and
memorandum on D/9/57.

3. I 4did I think tell you that Pierce-Butler was not anxious
to discuss his proposition with Salvesen.

4. I imagine there is always the possibility now that Pierce-
Butler will go in with Salvesen as his Manager at Leith.

That being the case I think it is quite likely he will press
the sealing project on Salvesen,

s
%1
e 2.

_ij4[' yua3 |§50£.



A .

F.1 ret: 1859 CONFLDTHTLIAL,
’ C. Q. ref:
Cofuf At Dfa/37
s &ﬂ-ﬂw\% ¥ L:;v-@f'\-w\_? C%-\i K.S. faree- Aoutier
SAVING TELEGRAM.

From: The Ofticer Administering the Government of the Falkland Islands.

Tu:  The Secretary of State for the Colonies. 3
Date- 11th Harch, 1958, B 1_:, b

3 ! 1 ( ' S C ! - — v, C—-
No. 43  SAVING.  COLONY. D) / g /3 7 %f e p }

I eaclose for your informmation and coansideration a cony of
& memorandum submitted to this Governmeat by Mr. XK. Pierce-Butler,
at present the Manager at Grytviken for the Comnania Arpgentina
de Pesca, which sets osut certain pronosals for the establishment
of s Sealing and Fishing Company to operate in Falklands and
Dependencies watersa. Mr. Plerce-Butler pronoses to leave Pesca
at the end of this season.

24 AS you are already aware, the Compania Argentina de Pesca
have held the South Georgia sealing licence Tor thirtyj-one years.
In Hay, 1955, Mr. Pierce-RButler, actins on the instructioans of

Mr. Ryan, the Chairman of Pesca, informed my predecessor that he
intended to submit a formal application to this Government for the

A
o< [il

sole sealing rights in the waters of the
Dependencies. He intimated that it was
epplication should be made by the Albion
but, a8 =zn aslternative and if Government
his principals would be prepared to form

#alxland Islands and the
the intention that the
Star Company of Gibraltar
preferred it that way,

a separate company

registered in the ¥alkland Islands. He went on to explain that if
the company were to oec given the concession it would build a
sealing factory ship which would be operated with two smaller
scaling vessels. Er. Pierce-Butler was told that maother concern
- was interested in developing the sealing industry in the Palkland
Islands and the Dependencies, but if he would submit a formal
application it would be considered together with any proposals
might be made by the other people c¢oncerned, It was in fact .
Captain Salvesen who was interested in tne sealing possibilities
in the Falklands.

3. A formal application for an exclusive sealing licence in the
Palkland Islands and the Dependencies was sdbnitted to this
Government by the Alblon Star Couapany in May, 1955. My vpredecessor,
while on leave in the United Xingdom ia 1955, ascertained from
Salvesen that he was no longer interested Ln sealing in the
Falkland Islands, and advised Pierce-sutler that 1f the Alblon Star
Company wanted excluslive richts they would have to make a fTinancial
offer in addition to uadertaxins to pay export duty on the smeal oil,
even though the seals taken Trom the beaches were processed on a
factory ship lying outside territorial waters. Rrom this arose
the following exchange of telegrams snd correzpondence:-

I ucolS7 [k

that
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olS1L

0.‘{7/71’.

(1) Your telegram No.956 of the 27th Aucust, 1955.
Rue " (11)  0.A.G.'s telegram No.147 of the 16th September, 1955.
Q3 ur (1il) 0.A.G.'s savingram No.16L4, Colony, of the 24th October,
1955
and subsequent correzpondence on the details of the proposed licences.
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é“fu%dh. In Aupust, 1956, my predecessor interviewed Ryazn in the Unlted

01f7HLKingdam ani pressed him to taxe efTective action to regzister the
Albion Star Company in the ¥alklunds or in South Georgia, and to turn
it into a going sealing concern, Although the aleoion Star Company
was eventually registered (3rd tentember, 1955) there the matter
rests. Datensibly Ryan's excuae for inactivlity is that of
"difficulties with the Argentine Government'. Thig muy well be
true, since I have reacon to ovelieve that for soae tive now the
Argentine Goverament have been taking a close interest 1ln Ryan's
activities and in the cnduct of Pesca's affalrs. 1t ia, however,
my view, which i3 shared by Pierce-Butler, that Ryan haa usaed the
Albion Star Company mainly 8s a convenient means of playing the
Argentine Government off against this Administration sand vice versa.
He probably intends to do nothing more about it unless his position
in the Argentine becoines untenable.

5. No great harm wouald result in allowing pesca to continue with
the sealing in South Georgia excent for the Tollowing reasons: -

(i) 1 am anxious to see the sealiag notentialities
of the JFalkland Islands develoned us soon as
passible. I do not believe a sealing iandustry
based solely on the Palkland [slands would ever
nrove a practical and econsuic propeesition, and
congider that ssaling in tie #alklands ought to
he linked with the {3outh Georsia liecence and, if
in tire it »roves to he nossivle, with the other
Dependencies. I thiank a factory chip is essential,

{ii) Ryan, while allowing his Yanager at Grytviken to
carry out experiments la whnle carcass utilisation,
shows no signe of putting the resalts ol the experiments,
which have proved wast successful, into practice.
The result is that there is and will continue to be
enormous and inexcusable wastarze, and a substuntial
loss o»f revenue to Government.

9¥¢99 &, It was with all this in mind that a letter wae handed to
u;quﬂEPierce-Butler in mid-April, 1957, with the regquest that he should
" pass it on to Ryan whom he waa seeing within a week 1n llontevideo.
The following two paragrapneg of this letter are relevant:-

"There are two furthner matters to which I think it
desirable your Company should give urgeat consideration.
According to the latest officil:l advice available to this
Government, 1t is your Company's intention to commence
sealing in Falkland Islands waters ia 1957. You did,
however, advise me recently in South Georgiao that it was
unlikely that the Alblon 8tar Coupany would be In a
position to begin until 1958, In tae circunstances
Government would be guite preparsd to hold open the

.. option of an exclusive licence until the cnd of 1958
but I trust you will appreciate that there would be
serious difficulties in the way of continuing this
voncession and it is in fact doubtful whether
Government couwld see its way to holdlng open the
option beyond the 1953 season. in the circumstances
I should be much obliged if you would informa this
Governmeat of your Coumpany's Lnteations.

The second point of sowe importance is that of
carcass utilisation. You will appreciate that in the
draft Dependencies licence the principle of maximum

utillsati
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utilisation of the seal carcass has been incorporated.,

A similar provislon has been incorporated in the draft
Colony Licence. You will appreciate, of course, that

it is this Government's responsibility to ensure that

the economic potentialities of both NDependencics and

the Coloay are exploited &tu tLie full and with waximwm
efficiency. In Government's view 1t ls essential that
very 'nach more serious consideration should ne given by
the Alblon Star Company than has hitherto been given by
the Company Argentina de Pesca to the gquestisn o whole
carcass dlsposals and I should be very glad i you would
be good enough to inforn me as soon as sossible what stens
the Alblon Star Company nroposes to taks to ensure that in
fact secal carcasses are utilised to the maximum, !

There has been no response to this letter.

I have now no doubt that Ryan has n2 intention of making any

further move with regard to either sealiag in the Palkland Islands
or towards a more efficient system of utilisation of nis South

Georgia licence while he Is left in uadisturbed possession of the
sealing rights in South Georgia and tauiags go reaconably smoothly
for him in the Aregentine. I think the tiwme has coms

whether we can Justifizbly allow the preseant arrangements to
continue.

to coansider

ITf we are to make a change, anl I thiak we must, by ogening

‘up the field so ss to give people like Pierce-3utler an opportunity,
‘then I think we must slso give Ryan a finsl chance to mead his
ways. Salvesen, tos, must be considerad because he has applied
jfor the pouth Georgia sealiang rights in the event of Ryan
isurrendering his licence, IT that is accepted, then I coasider
the most appropriate method would he by mecaans of an aopen tender for
the comoined sealing rights in tne Walxlsad Ieslands ani in South
Georgia in, say, 1959 or 1960, aad for a miniman period of fifteen
years. This would give any would be newcomer who is interested,
such as Pierce-Butler (who I understand might well we backed by

the Union Yhaling Company) with the oupportuait; of teandering for
the licences, The idea is a0t of couarse o new one. It was
suggested by Sir Arnold Hodson in hisg despatch H0.93% oF the 1st

There is one particulsar difficulty so far as a aewcomer such as
Pierce-Butler is concerned. 70 be certain of ruaicing the quite
considerable amount of capital, if he does not already possess it,
to purchase, convert, and eqaip or build a suitable vessel, and the
gmall craft reguired far working orf the besches, an individual

or coumpany would have to be tolerably certain of getting the
licence. Before granting the licence, Governmeat would have to be
asgured that the person or company concerned commands the necessary
resources to do the work. 1 might mentloa, however, that
Fierce-Butler has succeeded in modernising and improving the
efficiency »f Pesca's whaling station at Grytviken to a quite
remarkable extent during the tiwe he has been Ryaa's Xanager there,
and I have every confidence in his ability.

10. If it is agreed that some form of coupetitive tender should
be tried then I suggest thec basis should be:-

(o) Wxclusive rights for a period of ?ifteen yearsa
to take up to 6,000 elephant seal per anaum
in South Georgia and 1,000 eleshant aseal and
9,000 gea lion per anaun ian the ¥Falkland
Islunds {subject to ithe reservation with
regard to ceparate agreements required in the
czze of Lafonia, adjacent islands and certain

/., 5
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OF Qehe.'s telegram Ho.147 of the 16th
september, 19%5.)

{ii} 'There would be included in the licence a
clause to the effect that oil obtalned
frowm seals proceessed at aes havine been
taken fromwm the Ralisland Islonds and Roath
Georgia heaches would be liovole to exuort
duty a&s in the case of a land bYaged station.

(iii) The succeseful applicant would CTirst have tn
satlisfy this Government that it coromands the
necessary vinoncial resources and ediuipment for
the project snd also Dossees or could orovide
the facilities required to process and utitise
to the full extent the wnole carcass of cevery
seal taken,

(iv) The sealing company would be reguired to bhe
regigterad either in tnhe Palklund Islands or
South Oeorgia, preferably the former. Iin
addition to taxation commitments and exoort
duty on seal oil the company would be reqgiired
to pay an annual licence fee of 2500,

(v) The terms and conditions o3 thc 1108108 would
be subject to negotistioas »an detail but vould
generslly follow the lines 7 he two draft
INfeCEEDS  Erone scdetin Sthe cage aF Llie ATbion
star Company (dubje t of gourse 1o no
alteration with regard f) the lnimwn sizes
or the mmaximam k;ll uniese such alteration is
supported by your ﬂcienti”ic advigers),

11, 1 appreclate that there are liksly to ne syie difficulties to
contend with. It is quite woszsible that the rlerce-Butler
proposition might fall thP)JWh and we il to interest some other
concern in the combined T‘lmland Islands and South Georgla
proposition. If that happens we shall sinmply huave to concentrate
on South Georgia, in the hope, st least, of iuproving the present
uneconomic and outdated wethods of utilisation und of ensuriag

greater efficiency. There is zlso the potitleal aspect to he
considered. I have little drubt that if Pesca were to laszse the

licence they have held foar 80 many years, as indeed they mipght
well do, our action would be ascribed by the Argentine authorities
as having a political motive. I am, however, in no position to
assess the likely streazth of argentine reactioca and its effect on
our relationsnips and interents in the Argentine sad this ie one
aspect of the problem which you would no doabt wish to consider in
onjunctlon,W1th the Foreign Office.

12. A number of detalls remain te ove considered but belfore
proceeding any further I shall be grateful to know whether the
general propoeition ol attempting, as a first atep, to combine the
Falkland Islands snd South Georgia sealings flelds and op wlfering
the long term exclusive rights on the basia of onen competitive
tenders would meet with your approval,

GOVERNOR

CONPLTARFTT AL,
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PROPOSAL TQ RETABLISH A SWALING AND FISHING CONMPANY
IN _THE BALKLAND TULANDS AND DSPRNDTHCINS,

GEHNRRAT,, At nrescat Cowmpania Argentina de fesca operates the
gealing industry in South Georgla, they vurce sermuitted under the
licence issued by the Falkland Islands Goverinmeat to take 6,000
elevhant seals anaually.

The methods used by Coupania argentina de Pesca, are
to operate three small seal catchers from which parties are sent
ashore to: the various beaches populated by these aseals and drive
those to be taxen down to the sea where theys are shot z2nd flensed.
The blubber is then dragged out to the seal catchers and when a
complete cargo of this has beea cdllected, 'he vesasels proceed to
the Company's whaliang station at Grytviken wnere the blubber is
rendered down by press cookiang to osroduce seal oil. The average
annual production of aecal oil usins this system is approximately
320 kilos of 0il per meal. ot empisat s iiade S te utl lige sthie seyl
carcasses wnich are left oa the beaches.

During recent exjserinenis vy the writer, a total of
100 elephant seal carcasses were fully utilized ian order 6o
ascertaliln, under factory conditions, whut guaatity and quality of
011 and meal production could be exosected and to comsare this
production with that of Coupania Argentina de Tesca.

The resalts of these axperiments showed sn average
production of 370 kiloa of 0ll or 30 kilos in =xceas a2f that
nroduced by (Cemp=a2nia Argeating de Pesca and 233 kilos of mixed
meat and bone meal havinr a crude osrotein coateat of 727, in
addition, the seal oil »roduced from the conplete carcasses was
found t» be of a very light colour (Lovieboad scale 2.3 Red) and
coantaining only 0.57 free fatty acids. The reasoas for the better
guality of the 0il was that the seals were all freshly killed and i
the method employed to extract the 0il was 3si1ch that the =
temperature of the raw materials was nevar allowed to exceed 907 C.

The average total annual prodactioa by Compania
Argentina de Pesca using the existing methods is about 1,490 tons
of segl oil. Whilst usine the same methode #s those adovted by
the writer during the recent experiments, 1t w01ld be possible to
produce 2,220 toas of 01l and 1,428 tona of nixed meat and bone
meal from 6,000 elephant seals taken darins & seuson 2t fouth
Georgia.

The value of the abave vroduction at current oil
and meal prices of £78 per ton for seal oll and 15/64. periuni Hhef
protein would he:-

Compania Argentiana de Pesca's Production,
e A T B e Sl ) L W 20
Production by all dtillization.

SBS]. 011- . a0e s 200 -.;::L?j’]:GO
Heat & Bone Meal..2 79,580

iyg A WRRR AN o D 3 - TN
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1t is progosed to rerister a sge.ling and fishing

company in the Falklang Islands.

The obJjects of this Company would be to expand the

Sealiag Industry to include the Falkland Islands as weﬁﬂ as South
Georg;a by employing & seallnsz factory shlp, having a cargo ¢
capacity of adout 6,000 tons snd eyalpped o described he%aw
enanling the complete carcass of ull seals to be fully utilized in
the_ppodugtion of seal o0il and mixed meat aud boné meal IA
addition it .s proposed to employ the vessel for the wu;bose of

cateching f'ish

after the sealing season has finished and to aroduce

fish 0il and wmeal.

The gross income Yor the first year of oneration

resu}tlng from the sale of seal products obtzlaed Trom 5,900
elephant seals takken In South Georzia ani 1,300 elephant seals

and 9,000 sea
Tollows: ~

production of

lions taxen in the Malxland Islands is estimated as

South Georgsia.

e WAty Sl TN, oty e 851735, 160
dieat & Bone Heal veevesccoesl 79,680

Felkland Islends.

Elephant Seal 011 .seeuvaseel 25,860
Veat & Bone lHedl sivieeeanesid 13,280
N T OV TR - e a0 @0 BEO
lieat & 3Bone Mefl ceeeeaeescds 37,0040

ROHAT, 30 21,000

It is not possible to estimate at present the
fisn oil end neal and it woi1ld therefore, be necessaary

to spend one moanth at the end of the first sealing season oa the
fishing grounds between South Georgia, the #alkland Islands and the
South S8hetland [slands surveying the best aresas for fishing. It is,
however, known that there are large shoals o>f fish in this area and
it should be relutively easy to find the best methods to employ for

catching them.

The capital required to commence operations on the

scale described below and the unnual recurrent expeaditure for the
operation of the s ealing and fishine factory are estimated as

follows; ~

Capital ®xpenditure.

puprchase of suitable ship ...... 2£100,000
Conversioa of ship to factory .. £ 50,000
wactory equinment ..... 00000000 £ 35,000
!} Seallaz launches complete .... £ 24,000

TOTALL £209,000

/Recurrent

CONFLID<HTLAL.
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Recurrent Annual “xpenditure.

Crew'a wages and DONUS .veeeeess £ 60,000
RS T] Saa s oiegehs novats o e lales s s ue s £ 8,250
JUNEEETRE 00000000800 0000 0 00000 NekI0l0[p)
Fluel & & 0 8 8 0 % % 5 ¥ 4 S b e du b e Y s e N N l{" 50’000
wxpedition 2tores (iiiviiiiiaess 2 30,000
| R T g R o e el alle tike 10 o~ &3 25 800

SO AHAR £183,250

In addition to thne anove there would bhe a small
expenditure on the establishment of an of'fice in London or in
Port sStanley, the Tormer being more convealent as a centre for bhoth
selling the production and purchasing stores.

INTENTION, It is intended to grovide either British or South
African crew for the factory .hin a2ad the vessel would novnally
proceed from the United Kingdom in June and navin: tagea a eargo
of fuel would arrive ia the Palkland [slands nat later tihan mid July
to commeuce wsealing operations there and remeining in the falkltands
until the end of August.

Sealing operations would commneace ia Soabh Georgia
in the first week of September and the #actory “hip would remain
there until the end of the sealiny scgscn on lst Wovemver or uatil
the quota of 6,000 seals had veen taken if this waze earlier.

The Factory Ship would next nroceed to the fishing
grounds and remain there operating as a fish 0il and weal ractory
until the end of Decewber whea it would returan to the Walkland
Islands on its way north thereafter oproceedin~ to South Africa and
Europe, if South African crews were employed or to Zurope direct if
British crews only were employed.

#rom the above it will Je seen thazt the factory
would provide an additional means of comaanication between U.X.
and/or South Africa and the Palkland lslaandec sad during the period
of operations, between the Palkland [slands and fouth Ceorgia.
There would be some additional passenger and cargo space Lo be
utilized for the transport of passengers zaad stores il required.

Detaile oi' the proposed wactory Ship and wethods of
operation are givea bhelow.

FACTORY $HIP. The most sultavle ahip for conversion would
be a amall motor driven tanker having a cargo capacity of about
6,000 tons. Lyen vessels aree now becoming obsulete as the modern
trend is to build much larger vessels Lor the transport of fuel
and other oils and therefore, the initial cost of the vessel would
be relatively small.

The cinversion wouald include pulldliag a factory deck
on the existing tank topes and raising the main dect avove this.
The main decx would be fitted with a suitable slioway on elther side,
large enoughto draw up the seal carcacses oatd the plan deck where
a powered conveyor would carry the carcasses to a primary cutter,
Here the carcasses wiuld be reduced in size to enable them to ove
fed to a secondary cutter and from thence to a miacer, Sufficient
gpace would be made available to stack carcasscs dn board so that
during operatlons the vessel could be moved from one area to anothen,

CONWLOFRTLAL. i
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The daily capacity of the factory would be 200
elephant seals cstimalted as weiching 2 tons each, therefore, all
plant in the factory would bhe dcﬂlrned to handles LOO tons of raw
material, whilst the 0il separation plant woa'd he desipgaed to
produce 76.5 tons of oil and the meal plant woild be capable of
producing 50 tons of mixed meat and bone meal.

The Factory Ship would be eluipned with L powerful
gea going lauaaches of apnyroximately W0 fee b averall length sad
powered with 120 #.P2, marine dlesel ensine The lauanches would

be fully eqguisped to operate in the opsn s a a0 toa 20 miles from
the Pactory Shin and would therefore be Fitted with fall
navigational and radio aids includinr radar, ecno soundianeg
equipment, radic-telephone and direction findlac receiver, wach
launch weould be provided with a »raiz dinghy to land the beach
parties and ia the event 3f an ewmerpency weild 3c capable of
remaining away from the factory shiy for a2p 12 one week.

Each launch would carry a crew of 7 mea, 44 of whom
would formn one beach party consiatine of the dunner in charcse of
the party, 2 beaters L) drive the acal Aown t) the gea and a pram
man,

METHODE 32 OPRRATION, Durine sealinr doerations the Tactory
Ship would either anchor up in a maltable narvbour or lie 3s close to
the coast as possible and the laanches would oe used to collect
seal carcasses from the obeacaes within a 10 mile radiazs 2f the
parent ship. Under nornal circumstances ? launches would work
together but on the amaller neaches 1t misnt be Tound that one
Ltaunch would be capable »f haandling all sceals,

gech s Bawncfsrouldpe capaaleio®liowing 10 clephant
seal carcasscs or 30 sea lions and =& soon as carliclient sesls had
been taken on a beach, the launch would rvetiuarn t2 *tha narent
ship to daliver its cargr and return far more, in rals way each
lauach would be capable o delivering 50 zlephant seals or 150
gea lions per day.

Under aormal circumstances the luunches would only
be lifted on board the factory ship for repair or when the factory
was moving 8 relatively long distance, i.e., from the #»alklsnds to
South Georzia, but arraagements would be made tH Ao this under most
weather conditions.

The Factory fhip wou'.d liad guf lecient fuel on the
outward voyage to malntain it throushout the acasna without
refuelling and would ve capanle of “JP Ying 111 the osraduction of
geal oil and meal backx to Yurope uat the end 3 Lthe season.

CONPLDENTLAL.
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From ____Colonial Secretary,

To. Administrative Officer.

Despatched : 1lth March, 19 58 Time : 41 15, |
Recerved : 19 Time :

CONFIDENTAIL,

NO. 65, Sealing Licences. !

For your own confidential information Governor has sugg-— |
ested to S. of 5. that combined sealing licences in South Georgia and
Palkland Islands should be offered on the basis of a competitive tender

for a period of fifteen years. No further action can be taken pending
receipt of S. of S'. views.
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vOriginal filed in 1859 ) «f*ﬁL
Copy filed in D/9/57. ST
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EXTRACT IPROM LETTER OF 24.7.56 TO.H.E. FROM H.C.S

Origingl filed in D/28 L7
FPeeca Cn@1 - - MN4($1 =K. s F-Bukss

INShavessce nalnegcallia sy ande aiutilisisty the . O are at . last to be
told that we must bring the present sealing system to an end
Rogers 1is now pcrson“lly Skl e i iR § L RE L ERsLe Y come hcpe,

though the F.0. won't like .it, Sie v essimciianl T Crce —Rul e

and

as

his

accountant:- and- ‘lowers I madie it guite cileer, beforec accepting
the invitationito meet them, that d could only ziwe information
and could not enter into wany commitments, I -should have thcocught,

though I entirely agree that a conbined licence is the bes
there would be advantsge in giving P.RB. a fcot in the door

t,
in

that
order

to enable him to make a start - raise the cupital and buy a ship.
Ctherwise we may have no one, ard il he is preparec to take the risk
I should have thought that it would, in existing circumstances, be
edvantageous to have someone in the Falklands who would then be in

a.strong npnosition to bid for the 3.G. licence zs well. B

it is and I hope something comes of it. He is negotiating

ut

1

there

with

C.D.C. and Dr. Fraser has agreeéd, on-the basis of Hamilton's report
and Bomner's work on that report, that 15,700 sea lions would be
safe to start with, proviéed there is & provision in the licence
allowing for a reduction if necessary. I heve had several talks
with Fraser and he is writing to ithe C.0. giving his views for

transmission to you.
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