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ANNEX

Preparation of a register indicating the profits which transnational
corporations derive from their activities in colonial territories
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I. INTRODUCTION

1, At its thirty-sixth session, the General Assembly, by adopting resolution
36/51 of 24 November 1981, entitled "Activities of foreign economic and other
interests which are impeding the implementation of the Declaration on the Granting
of Independence to Colonial Countries and Peoples in Namibia and in all other
Territories under colonial domination and efforts to eliminate colonialism,
apartheid and racial discrimination in southern Africa", requested, in paragraph 21,
the United Nations Centre on Transnational Corporations "to prepare from available
sources a register indicating the profits which transnational corporations derive
from their activities in colonial Territories and to report thereon to the General
Assembly at its thirty-seventh session".

2, In accordance with the foregoing mandate, the Centre has initiated the
preparation of such a register, the establishment of which ig in progress, Set out
below is an account of the action taken to date by the Centre. As indicated in
paragraphs 19 to 21 below, while some useful information has been collected during
the year, it will be necessary, for the reasons given, to continue to collect
further information, as well as to expand and update it, before completing a
preliminary register.

II. SUMMARY

3. In carrying out the above task, the United Nations Centre on Transnational
Corporations was guided by the list of Territories with which the Special Committee
on the Situation with regard to the Implementation of the Declaration on the
Granting of Independence to Colonial Countries and Peoples is concerned

{(see annex I}.

4, With respect to those Territories, the Centre initiated the collection and

compilation of the required information, primarily with regard to three interrelated
components:

(a} List of transnational corporations and their affiliates operating in the
Territories;

(b) Information on profits that transnational corporations derive from their
activities in the Territories;

(c} Information on the activities of transnational corporations in each
Territory.

5. Progress has been made in the preparation of a list of corporations and their
affiliates by home country, host Territory and by line of business. Some
information has also been collected for the second component relating to data on
profits; this component also contains information on particular companies,
including, when available, ownership and data on sales. The third component deals
with the operations of corporations in major economic sectors of each Territory,
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which are presented in profiles being prepared for most of the Territories. These
profiles also contain data, to the extent available, on foreign direct investment,
investment income payments and official development assistance. Care has been
taken to ensure the accuracy and reliability of data, and the information collected
is being verified as far as possible.

III. SOQURCES OF INFORMATION

6. A variety of sources of information have been utilized for the components
covered., The principal sources for such information are (a) Governments of the
administering Powers and the appropriate institutions of the Territories,

{b) transnational corporations operating in the Territories, and {(c) other publicly
available sources.

7. Information from governmental sources of the administering Powers and the
local authorities of the Territories have been utilized to a lesser extent than
originally envisagec. The Govermments of Australia, New Zealand, Portugal, Spain,
the United Kingdom of Great Britian and Northern Ireland and the thited States of
America were requested to assist in the collection of relevant information related
to the activity of transnational corporations in the Territories under their
administration. The data categories (see annex II) to be collected were indicated
to the Governments regarding transnational corporations based in their countries
and operating in the Territories. For the reasons stated in the letters of the
administering Powers (see annex III), most of them were unable to assist in the
preparation of the register. The Government of New Zealand, however, submitted to
the Centre a copy of the 1981 annual report of the Administration of Tokelau.
Appropriate institutions of the Territories were also requested to provide publicly
available information with respect to the activities of transnational corporations.
As of 1 August 1982, only the local government of the Cayman Islands Authority had
supplied the Centre with a review of economic and financial information.

8. In order to expand information sources and verify the data available with the
Centre, efforts were made to achieve this objective by contacting the parent
companies of affiliates operating in the Territories. For this purpose, a
questionnaire (see annex IV) was circulated by the Centre to 600 parent companies
with affiliates in the Territories. The same questionnaire is now being circulated
to an additional number of corporations with affiliates in the Territories. As at
1 August 1982, only 80 companies had responded to the Centre's request, although
replies are still being received. The information provided ranges from confirmation
of affiliate existence or its liquidation in a given Territory to the supply of
data on profits. Citing the policy of their home country Governments, 20 parent
companies expressly declined to co-operate with the Centre in the preparation of
the register.

9. Initial information was obtained through the Centre's information system on
the activities of transnational corporations, 1/ which provided the first input in
the compilation of a list of their affiliates operating in the Territories,
Publicly available sources used included company directories, business and trade
directories, specialized publications of industrial associations and university
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research centres, and business newspapers and magazines, However, these sources
often contained only limited information on the activities of transnational
corporations in the Territories. As for information on profits derived by
affiliates operating in the Territories, very limited and incomplete data is
publicly available. 1In addition, varying disclosure regulations and financial
accounting procedures pose severe constraints in the compilation and comparison of
information on profits,

10. In order to ensure the accuracy and reliability of the information collected,
verification of such information has been undertaken and this is still under way.
The information is stored in such a manner as to ensure quick retrieval. While
part of the information is stored manually, the computerized portion includes
information on individual corporations containing, when available, parent-affiliate
relationships.

IV, COMPONENTS OF THE REGISTER

11l. At the initial stage, priority was given to the first component of the
register, that is, the preparation of a list of transnational corporations
operating in the Territories. The identification of those corporations and their
affiliates involved first of all in the local economy of the Territories was a
necessary prerequisite for the collection of data on company profits derived from
such activities. The information collected in respect of this component comprises
names of affiliates and host Territory of operations as well as names of parent
companies and their home countries and lines of business for affiliates. As at

1 August 1982, 2,099 transnational corporation affiliates operating in the
Territories had been initially identified. A register containing this list is
available at the United Nations Centre on Transnational Corporations for the use of
Governments, However, additional efforts are required to expand this list and to
make it more comprehensive and complete,

12, Certain indications on the geographical and sectoral distribution of affiliates
in the Territories may nevertheless be drawn from the list of affiliates compiled
so far and as is shown in the statistical annex {see annex V). However, these
indications are of a preliminary nature and are subject to considerable data
constraints and limitations. Of the approximately 2,099 affiliates operating in
the Territories, the majority are affiliates of United States parent companies,
followed by parent companies based in the United Kingdom; the remaining affiliates
come mainly from transnational corporations located in South Africa, Canada, the
Federal Republic of Germany, France, Japan, Singapore, and Australia. More than
half of the affiliates operating in “he Territories are placed in Bermuda and the
Cayman Islands, which provide tax-haven facilities. While the status of these
territories as tax havens enables parent companies to increase their profits in
world-wide operations, their affiliates rarely participate directly in the local
economy. Often, registration and service fees provided by transnational
corporations for the use of tax privileges comprise a considerable share of host
territory revenue. Most of the affiliates in Cayman Islands and Rermuda are in
finance and insurance, and their parent companies are mostly located in the United
States and the United Kingdom,
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13. Apart from companies registered in tax-haven Territories with only offshore
operations, the major Territories in which affiliates of transnational corporations
are involved in the local economy are Namibia, Brunei, and the United States Virgin
Islands. Mining and related processing industries have the largest number of
affiliates of transnational corporations operating in the non-service sector of the
Territories. In Namibia, transnational corporations operate mainly in the uranium,
diamond and other precious and base metals industry. In Brunei, such affiliates
are concentrated in oil and gas production and, in the United States Virgin Islands,
these companies are mainly involved in oil and metal refining. In the British
Virgin Islands also, subsidiaries of transnational corporations operate in
petroleun-related sectors. It appears that, in those Territories, particular
mining subsectors, especially uranium and diamonds, are largely dominated by only
one or a few transnational corporations,

14, Another important sector involving the activities of affiliates of
transnational corporations in the Territories is tourism, mainly in the Cayman
Islands, Bermuda, the United States Virgin Islands, the British Virgin Islands, and
to a limited extent, in other Caribbean Territories. In these Territories, such
affiliates have extensive operations in hotels, car rentals and recreation services
and facilities.

15. Affiliates of transnational corporations in the trade sector are located
mainly in Bermuda, the Cayman Islands, Brunei, Namibia and Gibraltar, although they
carry out trade operations in other Territories also. Transnational corporation
affiliates rarely operate in the manufacturing sector in the Territories, with the
exception of fishing and canning in Namibia and American Samoa. In the case of
Namibia, a very small number of affiliates of transnational corporations tend to
dominate the fishing industry which, together with agriculture, is the second most
important component of the gross national product. In American Samoa, two affiliate
companies control a substantial share of the fishing industry which, in turn,
accounts for more than 95 per cent of American Samoa‘'s exports.

16. In respect of the second component of information on the activities of
transnational corporations in those Territories, efforts have been made to collect
information on profits derived by individual transnational corporations from their
operations in the Territories. The information includes, when available, gross
revenues, gross operating and net earnings of those corporations and their
affiliates. 1In addition, information has been collected on forms of the affiliate
operations, ownership by immediate parent company, ownership by ultimate parent
company, assets, value of production, and sales, to the extent that such
information has been available.

17. In general, profit data as incorporated in the company accounts has been
extremely difficult to obtain and verify in the relatively short period of time
available, as there has been considerable reluctance on the part of companies to
disclose disaggregated financial data on their affiliates operating in those
Territories. Moreover, information available in this regard varies considerably
because of different accounting procedures applied by companies. Information on
profits may be expressed as a pretax or aftertax figure and as before- or after-
interest expenses figure, while in other cases, companies report only retained
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earnings. 2/ Within the limited time available, those factors, as well as the
paucity of data, are major constraints and make it difficult to arrive at any
generalization and comparison of data on profits of individual companles collected
up to 1 August 19B2.

18. Presently, only 16 transnational corporations have furnished data on profits
in response to the questionnaire of the United Nations Centre on Transnational
Corporations. In most cases, only limited data are available. Such data as was
obtained from companies, and as was obtainable from publicly available sources for
an additional 15 companies, are presented in table 3 of annex V.

19, With very limited data on profits for a total of only 31 companies, it is not
possible to draw general or specific conclusions. It does appear, however, that
operations of affiliates in these Territories constitute an important source of
profits for certain parent companies. 1In one case, an affiliate in the diamond
industry in Namibia recorded profits of $US 179 million in 1978, representing

18 per cent of its ultimate parent company's total profits. 1In 1975, an affiliate
operating in the copper and silver sectors in the same Territory earned profits of
$US 1.08 million, representing 39 per cent of its parent company's net earnings
before consolidation adjustments. Another affiliate in Namibia, operating in
uranium mining and trade, earned $US 57.28 million, which represented 36 per cent
of its parent company's profits. Affiliates operating in tax havens such as
Bermuda and the Cayman Islands appear to play an important role in the international
operations of parent companies but it is difficult to assess or relate the profits
of such affiliates to the over-all operations of their parent companies. In a few
cases, holding companies operating in the tax-haven Territories reported significant
amounts of earnings, which are shown in table 3 of annex V. It must be stressed,
however, that the data contained in that table represent only a preliminary step in
the compilation of information on profits obtained by transnational corporations
operating in those Territories.

20. While the first two components of information are intended to provide data on
the affiliates of transnational corporations operating in the Territories by
geographical and sectoral distributions, and on their profits derived from such
activities, the third component seeks to analyse information on the operations of
transnational corporations in each Territory in the form of over-all economic
profiles for each Territory, containing both micro- and macro-information.
Preliminary economic profiles are thus being prepared for most of the Territories.
At the micro-level, these profiles identify major transnational corporations
operating in vital sectors for the economies of each Territory and the nature of
their activities. 1In many cases, the profiles also describe major investments made
by transnational corporations in these Territories in various sectors. To the

extent feasible, macro-data on foreign direct~investment stocks have also been
included.
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21. The Centre's information register has been designed to compile basic data on
the operations of transnational corpcrations in the Territories. While some useful
information has been collected, each of the information components may need to be
expanded and updated, and the holdings verified, Further attention can also be
given to the collection of more detailed information on forms of operations of
affiliates of transnational corporations in the Territories. The information
holdings being developed may then provide an adequate base for more in-depth
analysis of the activities of transnational corporations and profits derived from-
their operations in the Territories.

ANNEX I
List of Territories with which the Special Committee on the Situation

with regard to the Implementation of the Declaration on the Granting
of Independence to Colonial Countries and Peoples is concerned

Australia
Cocos (Keeling) Islands

New Zealand
Tokelau

Portugal a/
East Timor

Spain b/
Western Sahara

United Kingdom of Great Britain and Northern Ireland
Bermuda
British Virgin Islands
Brunei ¢/
Cayman Islands
Falkland Islands (Malvinas}
Gibraltar
Montserrat
Pitcairn
5t. Helena
St. Ritts 4/-Nevis 4/
Anguilla
Turks and Caicos Islands

United States of America
American Samoa
Guam )
Trust Territory of the Pacific Islands
United States Virgin Islands

United Nations e/
Namibia
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Notes

a/ On 13 May 1980 and 2§ March 1981, the Permanent Representative of Portugal
to the United Nations informed the Secretary-General that the Portuguese Government
had nothing to add to the information already provided by the Portuguese Mission in
its note of 6 April 1979 (A/34/311), as required by Article 73 e of the Charter of
the United Nations (see A/35/233, A/36/160 and A/37/113). In that note, the
Permanent Representative of Portugal had stated that the conditions still prevailing
in that Territory had prevented his Government from assuming its responsgibilities
for the administration of East Timor.

b/ On 26 February 1976, Spain informed the Secretary—General that as of that
date it had terminated its presence in the Territory of the Sahara and deemed it
necessary to place the following on record: Spain considers itself henceforth
exempt from any responsibility of an international nature in connexion with the
administration of the Territory, "in view of the cessation of its participation in
the temporary administration established for the Territory™.

¢/ On 18 September 1972, the Government of the United Kingdom notified the
Secretary-General that this Territory had attained full internal self-government
and, consequently, the transmission of information thereon was, in its view, no
longer appropriate.

d/ The United Kingdom had declared that, having achieved the “status of
Associated State", this Territory had attained "a full measure of self-government™
and, consequently, the transmission of information thereon was, in its view, no
longer appropriate (see documents A/AC,109/341, A/C.4/725, A/AC.109/PV,762 and
Corr.l, Official Records of the General Asgembly, Twenty-second Session,

Fourth Committee, 1752nd meeting and ibid., Twenty—fourth Session, Pourth Committee,
1867th meeting).

e/ In 1966, the General Assembly terminated South Africa's mandate over
South West Africa and placed the Territory under direct responsibility of the
United Nations. 1In 1968, the Assembly declared that the Territory would henceforth
be known as "Namibia®, in accordance with the desires of its people.

ANNEX II

Data categories related to the activities of transnational
corporations in each of the Territories

. The following data categories related to the activities of transnational
corporations in each of the Merritories to be covered in a register are to be
collacted:
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General data related to Territories

A,

Area.
Population.
Gross national product items.

Selected foreign-trade and balance-of-payment items.

Egpital inflows and outflows

A,

Direct investment.

"l. Flows and stocks.

2. Total investment income and payments (including remitted profits
and dividends, reinvested earnings).

0fficial development assistance (breakdown by geographical
distribution, if possible).

Data on affiliates of transnational corporations operating in the

A.

B,

Territories

Number of affiliates of transnational corporations operating in each
of the Territories.

Information related to each affiliate operating in the Territories.
1. Affiliate company name, lines of business.

2, Ownership by immediate parent, lines of business.,

3. Ownership by ultimate parent, lines of business.

4. Selected financial data:

a. Gross and net salesj

b. Gross operating profits;

c. Net earningsj

d. Taxes paid to administration of the Territory and the
governing power country.

5. Description of investment profits,
6. Names of major domestic contractors and for each contractor:

a. EBconomic sector;

b. Textual description of the scope and importance of the
contract. Soes
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ANNEX IIIX

Excerpts from the communications exchanged between the representatives
of the administering Powers concerned and the Executive Director of the
United Nations Centre on Transnational Corporations

A. Identical letters dated 9 February 1982
addressed to the administering Powers

"... UNCTC has initiated the collection of the following information:
(i) general data related to the colonial Territories, (ii) capital inflows and
cutflows into and from colonial Territories and (iii) data on companies
operating in the colonial Territories. Data categories are attached for
convenience. UNCTC has further prepared a provisional list of affiliates of
transnational corporations operating in the Territories under the trusteeship
of Your Excellency's Government, Thig list is being verified with the
appropriate parent companies.

"I would be most grateful if Your Excellency could assist us in
establishing working relationships with the appropriate institutions in order
to collect publicly available data in the second category in the territories
under the trusteeship of Your Excellency's Government and listed in the-
enclosed attachment,"

B. Letter dated 26 February 1982 from the Permanent
‘Representative of Spain to the United Nations

"With reference to your letter of 9 February, ... I am pleased to call
your attention to the information on non-autonomous territories transmitted in
response to Section e of Article 73 of the United Nations Charter, The report
of the Secretary-General includes in the annex of the corresponding document
the following notes which refer to Spain:

"'The 26th of Pebruary 1976, the Permanent PRepresentative of Spain to the
United Nations informed the Secretary—General that 'the Spanish Goverrnment has
definitely terminated its presence in the Sahara territory and believes it
necessary to attest to the following: (a) Spain considers itself released
from any international responsibility in relation to the administration of

that territory, once its participation in the temporary administration which
was established for the territory has ceased ...' (A/31/56-5/11997).'"

C. Letter dated 5 March 1982 from the Permanent
Representative of the United States of America
to the United Nations

*.ve I am sure you are aware that the U.S. has consistently rejected the
proposition that foreign economic activities in non-self governing territories
are by definition detrimental to the interests of the peoples of those
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territories. My delegation voted against the General Assembly resolution on
Foreign Economic Interests for that and other reascns in the 36th General
Assenmbly last year. - When the resolution was debated in the Fourth Committee,
my delegation made a particular point of opposing the proposal that the Centre
on Transnational Corporations prepare a register of profits derived by
transnational corporations from their activities in territories. It should be
apparent, therefore, that my Government is not prepared to assist the Centre
on Transnational Corporations in this undertaking.

"On a separate but related matter, my Government strongly rejects the
notion that the terms 'colonial territories' and 'non-self-governing
territories' are interchangeable. Moreover, the list of territories appended
to your letter gives the false impression that the Trust Territory of the
Pacific Islands is somehow under the aegis of the General Assembly. As a
strategic trust set up under Chapter XII of the UN Charter, the Trust
Territory of the Pacific Islands is reserved to the Security Council with the
Assistance of the Trusteeship Council. Consequently it is incorrect to
include the Trust Territory in any list that is the subject of General
Assembly action without the express approval of the Security Council and
" Prusteeship Council as set forth in the UN Charter.”

D. Letter dated B March 1982 from the Permanent
Representative of the United Kingdom to
the United Nations

". .. As you know, my delegation voted against this resolution. We have
made quite clear in the Committee of 24, the Fourth Committee and the Plenary
Session of the General Assembly that we reject the suggestion that the.
promotion of trade and investment in non-self-governing territories in any way
impedes the process of self-determination among the peoples of those
territories. We reject in particular the paragraph of the resolution calling
for a register of profits derived by transnational corporations. The wording
of the operative paragraph is offensive and its purpose is irrelevant to the
reality of decolonisation today, the subject with which the Fourth Committee
ought to be concerning itself, The Committee of 24 repeatedly exhorts
Mministering Authorities to promote the economic development of their
dependent territories and my Government will continue to do so in accordance
"with its traditional policies and its Charter obligations.

"I would also mention that the terms of reference of your exercise as
indicated in the second annex to your letter are tendentious and unclear. The
title 'List of the Colonial Territories' is not one which my delegation would
recognise as a description of the territories contained in the annex. I do
not think the Committee of 24 would accept this nomenclature either. There
certainly seem to be some rather curious inclusions on the list gulite apart
from the British dependent territories. And in the latter case you will no
doubt be aware that the United Kingdom does not accept that Brunei and
St. Kitts-Nevis should be described as non-self-governing territories since
they have each been self-governing for a number of years, and in my
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delegation's view there is no cobligation to transmit information under
Article 73 (e) in regard to them.

“In the light of these comments you will understand that my Government
cannot assist with the exercise you are engaged in."

E. Letter dated 10 March 1982 from the Permanent
Representative of New Zealand to
the United Nations

"Please refer to your letter of 9 February drawing my attention to ...
General Assembly resolution 36/51 ... a resolution which you will be aware New
Zealand, together with the majority of administering powers, was not able to
support,

"With regard to the specific information you request, I would refer you
to the regular reports on Tokelau by the Special Committee on the Situation
with regard to the Implementation of the Declaration on the Granting of
Independence to Colonial Countries and Peoples. Those reports are based on
information transmitted to the Secretary-General in accordance with New
Zealand's responsibilities under Article 73 ({e) of the Charter.

"I have enclosed for your convenience a copy of the March 1981 annual
report on Tokelau which was sent to the Secrétary-General under our note 2/6/9
of 29 July 1981.

"I would also draw your attention to the report of the United Nations
Visiting Mission to Tokelau, 1981, contained in document A/AC.109/680."

ANNEX IV

Requirement for information on transnational corporation
affiliates operating in the Territories

At its thirty-sixth session the General Assembly adopted resolution 36/51 of
24 November 1981 which requested the United Nations Centre on Transnational
Corporations to -"prepare from available sources a register indicating the profits
which transnational corporations derive from their activities in colonial
Territories.” The following information is, when publicly available, requesteds:

1. Affiliate company name, lines of business.
2, Ownership by immediate parent.
3. Ownership by ultimate parent, lines of business.

4, Selected financial data:
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(a) Value of productionf

(b) Saless

{c) Gross revenuesjp

(d) Net earningsj

(e) Taxesj

() Assets.

We would be most grateful if you could follow wherever possible the structure
of the attached tables. '
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GENERAL INFORMATION ON THE AFFILIATE
OPERATING IN THE COLONIAL TERRITORY
Affiliate name and address: Immediate parent name and address:
Ultimate parent company holding in immediate parent: %
Immediate parent holding in affiliate: §

Other equity holders of the given affiliate (please identify individuals as well as
private and public enterprises):

Business lines of affiliate (please give a brief description and include brand
names where applicable):

Pleage list the major local enterprises with whom you have significant business
dealings:

Is a copy of the annual report enclosed?
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AFFILIATE OPERATIONS INFORMATION PORM
{1971-1960}
Parent company:
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
VALUE OF '
PRODUCT ION
SALES
GRDSS REVENUES

E.

B/37/405

(Sales and other
forms of income)

EARNINGS

Gross Operating

Net

TAXES

To Territory

To Governing Power

ASSETS

Fixed

Total
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Notes

1/ For further details see Progress report on the comprehensive information
system on transnational corporations (E/C.10/1982/7).

2/ Technical problems related to the disclosure of different types of
profits have not been discussed in this paper. The data included on particular
companies is as reported to the Centre by the Company or as incorporated in data
disclosed by the company in publicly available sources.



