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THE GERMAN AMBASSADCR told me that he had been lunching to-day

with the Turkish Ambassador and the Pakisteni High Commissioner.
Both ¢f them expressed a gqualified optimiem end a belief that it
was quite on the cards that Nasser would give us satisfaction.

I asgked the Ambasgador whether the Turk and the Pakistani thought
that we were bluffing. He replied that they were both convinced
of the contrary. In particular, the Pakistani had emphasised
that we should not be going to the great expense of this
deployment unless we meant bhusiness.

2, The Ambassador then told me that an Under-Secretary in
the German Minigtry of Transport, who is concerned with shipping,
had arrived in thise country.

3. He hed recently passed through the Suez Canal and had’
gained the impression that the Egyptians were theroughly
enti-white man, but that they were incapable of running the
Canal satisfactordly without the aid of the white man. He had
also observed that our base installations which the Bgyptians
had taken over seemed io be deteriorating.

L. Finally the German Ambasgsador told me that?his shipping
Under-Secretary haed told him that there was no prospeet of the
Germans supplying pilote for the Suez Canal. The Pilots' Union
was continuing to give advice in a contrary sense. Morsover,
the Kiel pilots were obliged by their contract ito give three
months! notice of termination. They therefore thought it
prudent to eee exactly how things were going in Suez befors they

.terminated their contract, since once they had done this they were
not eligible for readmiasion into the Union.
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The Sudanese Ambassador called upon me this
morning. He is about to return to Khartoum in order
ﬁo collect his wife and family and bring them back

ere. _

Z . His Excellency said that he had been reading a
number of Sudanese Arabic papers in almost ail of
which it was stated that the Mahdi had gone to Cairo
with the purpose of mediating between the United
Kingdnm.and the Egyptian Government. He had heard
nothing to this effect from his own Government and was
anxious to know wheiher they had falilsd o keep him
informed or whether in fact there was no substance in
the report. '

*. 1 said that I had sesn from the telegrams that
rumours of the kind to which he referred were in
circulation but ny impression was that they had been
denied by members of the Mahdi's sulte. In any case
there was no truth io them and His Excellency would
realise that for anyone else to take a hand in
negot;ations on the eve of the dsparture of Mr. Menzles
and his colleagues would only complicate an already
sufficiently delicate sitnation.

& His Execellency said that he quite understood this
and had indeed had it in mind, and was grateful for
being informed of the true position. He added that
ihe situation must now be approaching its most critical
point and expressed the hope that Mr. Menzies' mission
would be successful.

5. I replied that it was also our great hope for it
was no exaggeration Lo say, as the Prime Mirister had
stated, that this was a matter of life gnd death for
the United Kingdom and I could only trust that Colonel
Nasser would see reason. I added that His Bxecellency
would realiss that it was also a matter of vital
importance to the Sudan.

4 His Execsllency expressed his gratitude for all
the help that he had been given in ithe short time that
he had been here and I replied that we were all at his
disposal 1if at any time we could De of any assistance
to him, ;As he must already have discovered, there was
! | & great fund of goodwill in this country towards the
! Sudan, and although obviously she had & difficuli task
in bullding herself up it was cne which a number of
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other countries had faced since the war with greater
or less success., His Excellsney could rest assured
that it was the genuine hope of everyone in this
counltry that the Sudan would be amongst those who

achiieved great success.

August,

African Department - to eater
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%é'dmb“ My telegram No. 1756; Sunes Ganal.

Egyptian Aubsssador called yesterday on M:r:. Dullas and,
~ acgording to Press, sald afterwards that his purpose had

-boen "to express the view thet all historigal faots and

doouments prove that the Suex Ganal was ne‘{{er mternatinna-

B 1ized®, : **

T

2. At his Press conference ihis morning Mp- Elﬁenhwar

- -after saying that "an appsrent misunderstanding had arisen

abmzt ny-use of the word "internajionalize" w!.th respaut
to the Suez Canal®, made the follwizlg st&twent' '

"¥e ere, I think, talking at mss—purpw. i

raferrad to the Suez Canal as a waterway interpationalized

by the Treaty of 1888, That Treaty gives mally nations
‘rights 1n and te the Canal in perpetuity. '

"Ndw of - éout’-sa, that doos ':wt mesn that '\"thesa nations

own the Cansl. It does msan thet mnder the Treaty Egypt
asnnot now or in ths future jeapar&im these rights of

other natlons, Therefere in ttm sehse of tm asage of the

Canal, it is iutmatiomlize&. ' RS
. "Fow in the farmal statement of two ﬂn.yn age I

expressed the hope that the Eighteen-Nation propossl would

prove aqceptable to all congerned and in that statement
I noted specifically that the propossl fully rﬁﬂpmteﬁ
the soversignty of Emt“ 3

3e Fullwing e quhatim nu:ﬂ ANEWOrS a.bmt Sm Cannl:
Qs “You have pxprasse@ thu hope th_nt the Suez i

;C satﬁhm@nt
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Washington telegram No, 1781 e Foreign Office
- -

sottloment conld be made in sn atmosphere of celm dalibers-

tons Do you regard the French movement of ships and treops
into Gypms as goneiatent with that sim?”.

"I am not going to coumant on the aotions of any
U‘ther gwarmont.

For ourselves, we are determined to exhaust avery
pessible, every fessible methed of peaseful settlemsnt and
we believe it can be done and I em not golng to coument on
whal other pecpls are doing. I sm very hopeful thet this
particular proposal will be aceepted but in any event, not
to give op, oven if we do run inte other cbatscles",

Qs "“In thet connexion cen you tell us whathnr, sime
the Bayptian nationelization of the Canal, you have given

any orders to our own silitary farces in the ares in |
- vemnexion with this eot?” .

Ao "I con tell you $his: I have dons nothing tha.t
isn'é absolutely eonsisient with what I have just saids We

sre oommitied to a pesceful seitlement of {this aiwputa, \

- nething alae."

Foreign (ffice please pass Saving to Ca'}.ro, .O.LJE.F'.
and Paris as uy telegrems Nos. 11, 11k and 311 raspwtively.

[Repeated Saving fo Gaim, P O EF. and Paris]o

mm G@IEE
Private Smkary
¥r, Heill".? -
Mr, Besley

Head of Afriecan. Buwmnt

Head of News Department
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The French Ambesssdor called on me today to
reiteratie his anxiety that the Committee of Five appeared
Lo be considering the form snd details of the international

_body_which might, be set up to run the Suez Canal, and

reaching conclusions on their own without. consultstion
with-us.and other Governments who were so much invelved.
T told M.'Chauvel that the Prime Minister would be Seeing
Mr, Wenzies.again today: 1t was my.impression that
Mr. Menzies was quite clesr in nis own mind on the
function of the Committes of Five. His intention was
to be bade in this country by about the middle of next
waesk so ﬁhaL there would not, be much time for negotiation.
Nr. Henderson had told me thet his purpose in examining
these questions was not a0 as to negotiate but rather
S0 &8 10 be in a position to return some sort. of answer
when questionsd by the Egyptian Governmént. I agreed
however that there would be.danger in the Commlttes
becoming involved in detailed discussions without our
knowledge, and more particularly if they were tb return
recommending some unacceptable scheme. M. Chauvel
sald that he would be seeing Mr. Henderscn and was in
touch with M. FRgglhf, and would bear these points in mind,
2, I then told the French imbassador ihst we had been
wondering whether there would not be adventage in a
meeting of W,E.U, followed perhaps in the middle of next
week by a meeting of N.A.T.O0. I myself would waléome
an opportunity for a further talk with M. Pineau, but
8 vielt by either one of us to the other's capital

/would
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would give rise Lo speculation unless there wers
| some pretext. 4 N_AT.O, meeting would provide
this. T had heard thet both the French snd

United States Govermments would agree to sueh a

nmg e e 1

meeting, end I wondered whether Vednesday,
September 5, would net be a good day. Mr.. Pearsocn,
would be in Paris and it might be possible to
arrange for M. Spask to be there also. M. Chauvel
sald that he would put this to M. Pinsau.

P

August 29, 1956

Af'rican Dept.

Copies to: 8ir I, Kirkpatrick
' Mr, Ross
Mr, Beslsy -

Western Organisations Dept.
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SUEZ CANAL

Miss Gleeson-White of Bustralia
Houge came ground to see me thias afterncon,
She explained that the Australians as
Chairmen of the Five Power Group were
uncertain as to the meaning of the "sanctions"
rrovisiong of the 18 Power Declarstion
The text of {this was: : :

Gl
J

- " (e) Bffective ssnctions for any
violation of the Convention by any party
to it, or any cther nation, including
provisions for tresting any use or threat

- of force to interfere with the use or
operation of the Canal &s a threat to the
peace and a violation of the purposes smd
principlies of the United Nations Charter. "

2. She pointed out that when thefe
ganetions provisions were put to Colonel
Nasser he would bhave to be told whether they
were to be enforced in accordsnce with the
provisions of the Charter or outside those
provigions as pert of the instrument to which
We were seeking his sgreement, He would
provably also suggest that the United Xingdom
and FrancR had slready spplied certain
sanctions. To this Miss Gleeson-White
presumed that we would say that what the
United Xingdom snd France had already done
were interim measures for their owm
Protection without prejudice te any fuiure
arrangements which might be agreed upon.

S Miss Gleegon~White also asked if

we Nnow proposed to take the matter to the
Security Counell ocurselves. Austrzlis House
hed understood from the Commonwesalith
Relationa Office that this was in the wind.

I ss8id that I could not say whet decisions
on the subject might have been tsken though
we had of course given thought to the ways
in which the Suez question might arise in the
Council.

L. - The question of sanctions i1s deslt with
by Kr, Pink in his minute of August 21 st

Flag A. We sre egreed that this boint will
need careful watching when we come to wepd

the eventual ireaty but it is clear that
hefore then we are going to have to decide
what we mean by the sanctions provigions of
the 18 Power. Declaration if the 5 Power

Group is to be sble to discuss them with
Colonel Maesser., :

5e On the sanctions point, I think we shall
have te lesve the interpretation of the
sanctione provisions of thel8 Power -
Peclaration to be worked out with

Egyptisan Govermment on the understanding
‘thowever, that the introductiencef sanetions
would not depend on a Security Council
decipion to apply such sanetions. We wohuld
have to make it very clesr thet we were not
Prepared to egree to & state of affairs..

EERREET / whers
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where any application of sanetions counld be
vetoed, To thig extent what we Propose

Wags outside the Provisions of the Thited
Nations Cherter. Provided this wag accepted,
the arrangement ror sanctions wag to be g
matter for negotiation with the Bgyptian
Goverrment., We might authorige the
Australiang 4o bess this informetion on to
the other menbers ef the 5 Power Group

that the Austrelians have learmed that 1t is | Jau, RS siws
in the wind, We might howsver tell ibe ) “1

; e oove af L,

: Australiens thet/we are consgide the ,

3 Doesibility orf ta ing the,matf@ﬁigg the -éﬁf"%ﬁ; T 'ff

;. Security Council Qreelves if circumstances NN fﬁ“iff’”‘

: ‘maqde it desirableg We could puggest that et “*”*j* -
s by eircunstanses we are thinking inp - ; if?*ﬂf*’;J Pt
: bartleular6F poesible developments in Beypt (Lo lnlre &
4 itselr-such azs eny aggreasive action by kﬁufﬁwﬁ?z, T Eere -
f nel Nasssr, but{we should meke it cleap Ask| o sr™% Tt

}

3

&= the dustraliang in thepr capacity as
members of the Commenwedlth and ask them pot
o page this cp ‘to the 5 Power Group, If they
Bhould then ask whether we would take the
matter to the Security Counecil in advance of
the completion of the & Power Group's tesk
‘Wwe might say that this ig s very
hypothetical Question but $n the facs of 1t
1t would seem very unlikely ¥ so long as
the 5 Power Group were holding discussionsg
with Nusser the necessity would ba—mept

; arige,

2 P flueen. bicdi e s Leptrnss h
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NOTHING TO BE WRITTEN IN THIS MARGIN

B. #SBerivenap) ™
August 29, 1956,

Mr. Pink and I discussed
this Wwith -Sir @, Fitzmaurice Yesterday
evening and I asked Miss Gleesen-White
to come rouna afterwavds. I gave her
& pleecs of paper based op points made to
us By Sir G. Fitzmeurice in the following

terma:
Banetion asgsage of
- Deczarafion; :

P -

1. The passage is declsratory of
a genarel principle only. Egypt woula
have her full say in drawing up the
relevant passags of the Convention,

2, What the sancticns weuld in
fact smoumt to would be Tor negotiation
when drawing up the Convention,

3 ' There would no doubt be some | _
tie-up with the Charter; that equally | ’

wonld/.....
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wouléd be a matter fer nagbtiation.

le The Conventlon would however
provide for ite own automatic sanctions.

(5. i The passage in guestion is in
no way aimed specifically at Egypt - but
is world wids and the same for all) ”

23 Miss Gleeson-White asked me
what we theught the sanciiona might
consist of; did we think that they
should be those laid down in the United
Nations Charter? I said that we had no
views as to what sanctions should ba
written into the Convention; this would
be s metter whioh would have to be
settled by negotiation. The nature of
them would be for negotiation when
drawing ap the Conventicn. Speaking
perasonally I thought that it might well
be useful te take the sanctiona specified
in the Charter as a posaible guide, at
any rate as a point of departurae.

3¥ Miss Gleeson-White then asked
it Her Mejesty's Governmant themselves

bag any ideas which they wanted the

Aungtralisn Delegation to put over at

to~day's 5 Power maating,. I said

that as far as I knew wa had none.

W3 Migs Gleeson-White then

aaid that presumsbly H.M.G. were hoping
that Colonel Hasser would,in any case,
rejeet the proposals that the 5 Powers
might put to him., I denied this.

5} In conclusien I referred
+o her earlier enquiry regarding a
pogsible U.E. intention of referring
the Suez problem to the Bacurity
Council and said that we could go ne
further than to say that this was ona
of the possible courses of aotion which
wa might have to consider. I emphasgised
 that this was however for the information
of the Australisn Delegation in their
capacity ae members of the Commonwesalth
and not a8 Chalrman of the 5 Power Group.
Mies Gleeson-White said she entiraly
understiood thls. The Australisans
were interested not in their capacity
aa members of the 5 Fowar Group but as
menbars of the Security Counell.

UC;L«M‘-\.H-"—: e
( Re.S. Sorivenes )
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Why ip there need for a new gonventiont %hy ehould not
the 1888 ¢onvention be revised as kgypt proposent
ANSWER .
Rewisdon of the 1888 convention would be adsquets if, mmong
other things, the eonventlon estubilshed & system of
operstion af the Ganel, replacing the Suez ﬁanal Company ;s
and whioh oonformed to the principles of the 18 Tower
atotement, In preetice 1t would probebly be found preferable
ta.ﬁr#ft 2 new intérnatianal instrument supplementing rethex
then revising the 1838 eonwventinn,
2+  HUBSPRY
8inee the Cansl Company kes never had én intﬁrm:tiﬂﬁal
charester (but wag an Sgyptisn compeny subject to Sgyriisn
laws snd eustoms ~ article & of the 1866 aomggasiaﬁ} what
ie the justificetion feor mesking to impose ez internations)
gdministretion in pilece of 5 netionelised Egypiisn compeny?
The eonvamaion, building snd finanee weore ﬁnternatianal-
%Lw, fﬂﬂ Helations of the eompeny with Bgypt were regulsted by

o Vask a4 conventions, The deeree of 1846 was incorpereted into, and

p—

f’-f:-f-dﬁ:"‘"#"'i qf Ahe 1888 treaty. Self-governing Sgypt has scoepted this

,:;@gg Ny %Pﬂﬁty eg binding, There 18 more 1:epived than legsl precedent.

/”" The use of the Canael in internstionsl, The cauntrice

S entitled to enjoy the righte of the tresly regerded the Buex
v Mmﬁg ganel Cowpany 2¢ en insirument for effeeting these rvighite.
All of the 22 Fowers in London sgked for guarsntised freedom
fromay of passags, 21 Fowers made clarr that they deo not acscepd
the Hgypiéisn ~apition - unnusliified Egypiisa canirol ~ a8 88
sdecuade assurange that righte will or esn in przetice e

Jaffordud
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efforded, Eighteen {representing mere than 204 of the
 bonnage using the Genal} e.pport the S-rowep gtotement,

_ S Q4 2BTIoY

L.

Bgypt posseasaey soverelgn rights which she would have to
murrender if ghe ngrees ts the bGePower proposeis. Why
ghould she Ao thisy

ARBWER
A country expreeses ite govereignty when 1% voluntarily
"reeagniﬁes thed 4t muoet gtecept obligstions towsrds the
internationnl sonmunity end qualify 1te freed.m of Botion
“in order to merve the legitirete interests ol otharm. Many
exomplcs cen be given: ﬁf%he submiselon of depeadent
bervitories to the Ir,i, Trusteeship Bystemy/ other aspeats
of the U,N.Chartsr: internationsl eopmereial agreementa;
The Buropesn Coal and Stesl Community; NATO; the 1838
Sues Cenal Conv niion 1teelf: arrangements governing other
wvaterwayg,
it ig entirely consietent with Ygypt'e sovereignty, ang
with hap material and politiesl intercata, for her to acoepy
5 ﬁefvﬂite syotem guarenteeing the Practieal benefit of the
legsl rights in the 1888 convention to those user countries
for whnm the 1888 cnnvention wes #peeilically designed to
provitce these benefits,
GUESRION
Do you secepd that Bgypt wes within her righta in
naticnslieing the Sues Csnal Company?
- ANgwan
The 18 rowsrs secepted that, a8 vert of & Ffinal settloment,
Egyptian ownership of the physieal eescts of the Suer Canal
Gémpany in ¥gypt would he re90gnisad.. But we Bee no adventage
in kecoming involved et this sisge in & juridiesl srgument
enﬁqﬁrning the legelity of netionsltsation, The 1% Towers
heve drafted & set of proyosale which asmune the payment of

Juet snd feilr gowmpensation %o the Sues Cenel Compeny.

/Be
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' Will Bgypt e$ill have the rights under the 1888 souventlion
relating to the defence of Sgypt snd the mseintsnance of
publie order?
LHGWER
The mendete of ihe Committae Jose not desl spegifically
with Sgypt's righte in rel#tinn to the defenee of Rgypi
and tha meintenance of public ordsr, Bul the steted
prinaiplss'speeify that sn edenuate golution ®r-ospect
the poversign rightﬁ of Egypt", that the system should
be egtsbiished with "due regsrd to the soveraign rights
of Hgypt¥ (paragreph 2}1 and provides theat there should
be Yeffective ssnetions for eny violstion of the convention®
¥y any nstion. | .
Bgyptian righte in respect of the defencs of Egypt
would be established under these pringinles,

6  With whom would Egypt negotiste the new convention?
AREHER |
1% i not within the Conmittee's mandste to propoee ihe
preeise method of negotiation. Jinformally 1t might be
suggested thet, Iin priheiyle, the negeotistizng should

- be with natione heving 8 significant interest in the

HAJY“”ij use of the Canal whether for trode o Bhipping-ﬂ e.g; the

ﬁﬁibwﬂ]gaﬂéa; 14 Powers, or the 23 rowere perticipating in lLondom, or &

amaller group (whieh Bgypt might prefer) drswn from those

PORGTH,/

By what standerd wonld & fair and equiibble retura to
Egypt be messured snd whet amounis are in mind?

ABNER

T4 is alesr from the text of the London proposals that
no yﬁaf&t from the operetion of the Cenal will acerue 0
anyone other then the Hgyptian Government. I followe

/that




[ | = TR O T
o ret:_FO_331 /118126 §7537

Please nate that this copy is supplied subjest to the Public Record Office's terms and conditions and that your
use of it may be subject fo copyright restrictions. Further information i given in the enclosed *Terms and
Conditions of supply of Public Records' lgaflet

= - . — = : . - mEE e ml e s = Cm e . e
o i - seemmme T e st e e e S e T Pl TIES . " o

mmm@o 20

thet, aspuning thet Canal trafflc and dues eontinue at
] _ . the ir present levelsg, and puiting =eide the questlion of
compenention %o th@IGﬁnal Company, Jgypt would recelve
spproximefely the eums she now geds together with these
dipstributed to the shareholdere of the Suez Consl Compeny,
Ap trafile through the Cenal ‘nereages -~ end pregent trends
1 foreshafow & very ropid ineresse ~ the benefit to Rgypt
- will 1&&!&3;&, affected howeysr b3 tha terme upon which
developmental cepitsl fe raised,

(Gamﬁenﬁ - _

(e) Om the sbove beeie, the Bgyptisn Government

would reeeive the act, bul not the gropa,
paywents 8t prepent mede to Suss Csnel Sompany
ghareholders, sinee the gross payments include
Hgyptisn tuzation on the Cowpeny's distridbuted
profite. |

{b} Arrengements would he mads whereby the revenue
. . : ' ' acerulng to the Sgyptisn Government would be

! inereseed e traffic pasming through the Cenal
3 ingeresged in volume,

: _ (e} Thether or nnt Cansl duss should be sfjuveted -
gither up or down - would be & ~atier for

; decision by the Interaational Bosrd, Ho doubt
E _ J guldanece on the nolicy fo be rursued in this

E repard would be 1sid down in the convention
under shich 1t wam est up, snd this would be &
matter for negotistion with the Hgyptisen

o government).

] 8, GUESTION .

¥hat sgeumptions sre the 1% Powers meking sbout

sompenpstion?

/HEBUER
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Bee foregring. The Committes is not called uron to asek
! - to negotiste upon tiie matter. It would contemplate
that, by separeie srrengement, negotiztl n would take
r rlace between Bgyrt 2nd the interested parties, and
- préviﬁien mbuld Le made for arbitrsticn,.
9. RUESTI |

Hoe would the propossd Intgrnatimnﬁl Board operate?d

wﬁat sould ba tte funeticna and powera?

Seetion 3{e) of the Five ?awer'ﬁroposaia envisages the

getting up of & Buez Csnal Board whieh would be reeponeible
for the operstion, malntensnce end development of the
Cangl, ZBgypt would great this Board sl) rights end
facilitlier aporopriate to ite funotionlug, 7This me ang

that the Board would be reaponsibls for:
(1) the day-to-dey runiing of the Cenal;_,
(11) ihe fixzing of Cenal duea, telting into sccount
pointes 1 (o) =08 1(d} of the propossle:
{131} reeruitment of personnel, f£ollowing whers possible
the old Company's policy of Hgyvtianisetion
(4v! ploughing besk of profite whe: ¢ necesssry for
aevelébmentml DURpORER)}

{v} reising c:zpitel on the worid market whers the
Coupany's own existing rcsources sre not
suflfieient. This would be done to obssin capital
for apeeisl developmental projects,

10,  GUESPION
Why 3e it necespury to heve an executive Rosrd involving
Bgypt in cowoperation with other pow-galled jnteregted
natione in the operstion, maintensnce end deveolopment of
the Canaly
ANSWER

The Canal playe 2 vitel part in the geonomy of many nationg.

The roceedings of the Conference show thet there is almosit

/B
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& unanimeus fesling 4n the countries mort coneerned thet
there ghould be tnternstionsl partieipation in the
menagement of the Canal, in order to ssfegusrd theirp
interests in the Cenal, Thie ia whet ‘e meout by "e
delinite system deeticed to guarantee” the fres vee of
the Cenal. Further juetifiostion for this view iso
provided in the text of the London propossls themselves
and, in partieal&é, parag-aph 2(h).

Large am-unts »f cspitel will, moréover, e fﬂquireﬁ
for the future development of the (unal, Revenus from
tolls &% ressonsble rofes will not be adsquate. It ig not
believed that the Fgyptien Govorament slene would Be sble
to raiee the neoessary 1oanSs.

11. QUBSTION
Will an Internationsl Board mean thst the process of
introduelsy Kgyptiane intc the running of the Csnal will
be halted?
Bgyptianiestion will be @ matter for fRegotistion’/ /Jecision
by the Hoard]

12, QURSTION _ .
How will the Board be conptituted znd 1n perticular mhat
w1il ve the system of voting?
LASWER
The Borrd muset heve a ongtitution shich enables it to
take ﬁaaiaiana; and declsgione which will refleoct & cone
sensud of opialon s:d nrot the interesis of sny one of 1ifs
neabiexrs,

13, GUBBTIoN
For what reasons is it oupposedihat the Bgyptien suthority
now esteblished iy ineapoble of running the Conal
eficotively?

ANSWER

/il

- LT T
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AR EsTIo
that sre tha ganationg econtemplated in feetion 3{e) of
the Five Powsr proposals end what provisions are .to e
made in regerd o theﬁ?
4 BEHR
The sanetions contemplated could be the seme ss those set
out in Artieles L) snd 42 of the UN Charter whioh outline

gotion thet may be trken by the Ssguriiy Couneil, with
reppeet to thrests to the pssece,; hrevches of the pescs and
gote of agmressich. It is for coneiderati-n whether
provision way be pede in the proposéd gonventisn Loy eny
aat of this sort which méy tske place with regerd to the
Canal to be prferred to the Fecurity Couneil for
conpideretion under Artisle 39 and sation under Artieles 41
and L2, |

15. GUESTION
ire not the French end Britieh elresdy violating the
sapirit of this nart of the London mtateéant?

Bi A
16, GUESTIGH

]
6£M[f*rwdiit Why 1s enything further required ather then the United
%"’?ié- Hutiong Churter? And for the poseibility of reference
r’ to the Internntiocnsl Court nf sny dieputed guesticne ander

‘ﬂ“ﬂ' ¢ reviged 1888 Conventiont
ALSIER
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At
SECRAT e ——
MR, H. BEELE.‘E/ n“w%L}; q)
s AR

Copies to: Mr. ¥W. Ammstirong
LMII?. T.F, Bil"ﬁ

Questions which Wasser may salk
oh the London Ststement

. I attach copies of a draft paper on this

as agreed at this afternoon’s meeting of your

small group.

W.OIA-A-.{:

23rd August., . 6-
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SUBZ CANAL

Qggg;iong whlch the Negotiating Committes

mey be agked on the Fropopals of the
Lendon Bonference by the

Sgyptisn Goveroment
1.  Officials have considereds~

(e} whether the Wegotiating Committes set up by the
Londen Oonference to present the proposals of the
Conference to the Bgyptian Government sheuld be
roady to answer questiong put to them by the
Sgyptian Government on the detailed implicsiione
of those proposals; end, if =0

(b} what are the questions which the Bgyptian Govern-
ment are likely to ask and what answers should be
glven to them,

2e it is strongly recomngnded that the Negotiating
Gommittee should be authoriped to answer, st least in
general terms, some of the more obvious gquestions which

the Egyptian Government would be likely to rﬁise.

3. The following ere the guestions which seem most likely
to be paised by the Egyptian Government, and the line of

the suggested replles:-

A. Sovereism rights
Guegtion (1)

"How do you reconcile the London Conference proposals
with Egyptisn soverelign rights?
gwer
The answer o this question is contained in the
verbatim record of the London Conference, end in particuiar

in the speeches of Hr, Dulles at the Second Plenary

Sesgion on 16th Auguet, of Mr. Selwyn Lloyd at the Fourth

Plenary Sescion on 18th August and of Dr. Cunha at the

Sixth Plenary Session on 21et August. In brief, it ls

-
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not proposed o depart from the long standing recognition
that t he Canal iteelf Porme ap integral part or Bgypt;
and, on the main lesue, the doctrine of absoluts
sovereignty is out of dabe inp thenpdern world, when it ig
necessary to reconeils national Bovereign rights with the
unavoidable inter~dependence of 1ndivigual countries, "
Busstion (2)

Do you accept that Egypt was within her rights in
netionalieing the Sues Canal Company?t
Answer

"We accopt that, as part of a final settlement,
Egyptian ownership of the phyeicel apsets of ths Sues Cansal
Compeny in Egypt would be recogniseds DBut we sse no
advantage in becoming involved in a juridieal argument
Concerning the legality of naticpnalisation at this stage,"
fLlomment ~ Por the information of the Negotisting
Gmunittee, our position is that we 4o npot ascept the
lagality of Egyptien nationelisation, but will be willing
to accept 1% Qe facto se fer as concerns the physical
asgets In Bgypt as part of a general sottlement,/
Quastion (3)

"Will EBgypt still have tpe:righta under the

1888 Convention relating to the defence of Egypt and the
maintenance of public ordepsh
Answer

“Amendment of the 1888 Convention is not part of
the present prnposals;“
LGomment -~ Amendment of the 1888 Convention, or indesd
its supercession, is not exciuded. Bﬁt the real guestion
which arises in this context is whether ths proviaion
in the London proposals for Meffective sanctions" does

net by implication mean the supsrcession of the

1888 Convention,/
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B A fair and eonitable retuern to EBgvpt
Question (4}

"By what standard will this be measured and what

amounts ars in mind?"®
swer

"It is clear from the text of the London proposals
that no profit from the operation of the Canal will
accrue to anyons other than the Egyptian Govermment. Tt
follows that, asssuming that Caenal traffic snd dues
continue at thelr present levels, Rgypt would receive
approximately the sums she now gets together with thoae
distruted to the sharsholders of the Suez Canal Company.

But wntll payment of compensation to the Suez Canzl

Company had been made in full, the sums eccruing to Egypt

would be reduced on account of thim factor.™

/Comment -

(a} On the above basis, the Egyptian Government would
reagelve the net, but not the gross, payments at
present made to Suez Canal Company shareholders,

" gince the gross payments include Egyptian taxation
on the Company's distributed profits.

{b) Arrangements would be mads whereby the revenue
acceruing to the Egyptian Government would be increased
as traffie passing through the Canel ineressed in
volume.

{¢) Whether or not Capnal dues ahould be adjusted -
either uwp or down ~ would be a matter for decislon
by the International Board. No doubt guidance on
the policy to be pursued in this regaprd would bhe
laid down in the Convention under whieh it was set

up, &nd thig would be a matter for negotiatlon with

the Egyptian Governments/

-3
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Ce Jugt and faipr cempengation to the Suez Cansal Company
guestion (5

"Waor what is this compensation payeble and who is

to pay iteM
Anewer
“Compensation will be payable.ln respect of the

Company's physical assets in Egypt and the premature
ending of the Company's concesslon. Bgypt will be
regarded as liable for thie compensstion.y

guesgtion (&)

"po you amccept the Bgyptian proposala for
compengation?"

Answer
w4 will be seen from the answer Lo question (5)

above that the basis proposed is different from that

ops ginally proposed by the Egyptien Govermment."
De The Copvention to be neggtiated.wgth.nggg
Queetion {7

uow will this be done? Will 1t be by the
sopnference already guggested by maypt?™

gwer

/This question re
Tt ip however assumed that & gonfer

quirea further congideration.
ance of the kind

proposed by Begypt would not be accepiable to

Her Majesty's goverment. The alternatives wonld

conference of Egypt with the

pogals, or &

presunably pe either 2
eighteen supporsers of tpe London pro
» confersnce including countries drawn

n put more equitably bslanced from

amslle from

within the eightee
the Bgyptian point of views/
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B, Stetup of ihe Internationgg Board
Question (8)

"Why iz en executive Board necessary for the

burpoges deserlibed?®
Anawer

"The Canal plays a vital part in the sconomy of
many nations. The proceedinge of the Conference show
that there is elmost a unanimous feeling in the
countries most concerned that there should be inter-
netional participation in the management of the Canal.
Eurther Justification for this view is provided in the
text of thﬁlLonﬂan propusals thempelves and in particu-
lar paragraph 2(b).

Large amounts of capitsl will, moreover, he
reguired f.or the future development of the Cahale. It
is not helieved that the Egyptian Government szlone
Wwould be able to raise the necessary losna®,

Quastion (9)

"¥ill an International Board mean that the process
of introducing Egyptians into the running of the Ganal
will be halted?"

Answep

Egyptianisation will be a matter for éﬁé@ptiatiog7

ﬁﬁecisicn by the Board/ .

@uestion (10}
"How will the Board be constituted and in

particular what will be the system of votlngd"

Answern
Whe Board mist have a constitution which enables

1t to take decisions, and declsions which will reflect

a concensus of opinion and not the interests of any

one of i%s members."
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F. Bffective ganctions
Guegtion (11

"What are the ssnctions and who Will be responsible

for calling them into playe"

Question (42}

MAvre not tng French and British already violating

the spirit of this part of %he London statemente®

Suegtion (13)

"Why ls anything further required other then the
United Wations Chartere"

/The answer to these guestions require further

congideration,/
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RECOGRITION OF THE NATIONALISATICN - OF THE SUEZ CANAL

Purther to my minute of August 20 when I recorded

conversations with Megsrs. Berkin and Searight of shell,

I attach a ¢epy_¢f a memorandum hended to me to-day by
Mr. Searight. I wmderstand that Mr. John Loudon will
gshortly be sending a ecopy to Sir H, Cacola.

2 ir. Searight re-emphasised the great imporiance

attached by Shell to Rasser's actien not resulting in the

recegnition of the nationalisation of the Cansl, He

thought that the Shel3d plan as outlined in the atiached

memeorandam provided such a Big carrot in the ghape of the

- Payment to BEgypt of something like £150 - E175 millson
that Nasaer would
insist on nationalisstion. I expressed seme doubt of
this. Mr. Bearight seemed to think that, although we
had recognised the Rationalisation of our oil interests

in Persia, we Bhonld be able to aveld .1t in the case of

the 8uez Canal,

3¢ HMr. Searight indicsted that the American oil
companles (in particular ¥p. Howard Page of New Jersey

were not 20 worried on this issue as Shelil and that they

might be prepared %o see s coiipromise solution reached
with Hasser.,

'h. I imagine that you will want this memorandum te¢ be
eirculated te the Suesg Conmittes Working Party.

be tempted to accept the Plan and not
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Ihed rngaut, 19%.

| Whntevsr xy detult o deoed petmeipie fres the londom
ComBurmmt; ao newh e possidly scunily aﬂmﬁl stags AL premanbly
ke v Yol oo e segetisted so thet it esn be lnplemarted ix prestise,
@ sppronsh to tade proklen, un She ssmupbioe Hat in soes sy Sr
smother uablomndivation of the Suwn Camel abeadd not bo resognised Dat
oa the other bamd S necesatty of sowe flmenciel Lssentdwe io Egyph would
be odgomtisl, 18 to viev the mabtter from Whe polind of view of what atgivs
haors Doty @ Yeaponahls approsch 10 Dgypt hed met setlionelixed the Cansi,
It L5 ronogaliged that this wpyrossh Sn » rnaher of sspuets 13 or sey be
umeealistlio; but neverihelsns 1% provider ¢ gtorting polot, The follow
pevogrepha Mcoost swh an approssd in outline mly, grester dedail
would seed further Tessameh and e csatatenne of experts in warious
Fi03dy.

“

2q e agene fn this spprosah et 1% A8 dealysbls for thewe to

'mammmmaw{wmmmmmmwm

then Yhe Seas Cepal to,  This UnMiy wuld mm dhe physiosl areeds and
haes By contwot, heeked 3 on intevwstloen] trealy, the rightenascessary
% opwabs the Capal,.  The imtity esuld bo oreated in & nasdwr of wagw,
but kb osp be ameonad thet £% woald mecuime %o be finsmted at lsaat partly,
dirently ar Ldirently (thacugh e Isternatisosl Benlk, Tor inotemee), by
Goversmonte through debeniures of loams or bodk, The intity would nesd
@ sequirs Yy fres negotistion firen the Duey Capal Cospeny the ladlar'p
meisbing smeste wad vights tn retarn for & sonulonrabion BfPlelat ab
isest % sanbls U Suos Capel Cosmpeny to mesd ife oblipnidons o 4is
axiatdng seanbolderd, (1% i Tor comsldsratios, hub onfapartant iz the

. prewaet condext, whothar the Suse (assl Cospeny would thew be Liputoated

o rotained 28 & corpowate body with 1la obafl s mwanete o ouernlors

of the Comal ueder sm sgrommmt with the ¥ellyy and for o fes,)

3. Sank an mryetgenent vould roontre the quusnt of S Tgyption
rrcrament xod veadd he of 1ittls valow unless She Mtity eonld seqiire
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ing conmansdon in 1968,  For e Madlly o recoguise She mesosslly for x

substentisl vonslderatien te Sgrpt for the foregsing veuld be 2 yoasens

able sl legttlaete basls ot Bded to megobicte wAth Whe Zgyptien luvero-
et vithoat reculring sy resepndtdan, snd Sn foot ovdlding the lumie,

| : Havh on spureesh could alas provide a reamcestls

trtamtiye to %o Roptlen Goevemmperdt {(and could Yo 80 proscnted by Soe

Bggphisn Coweanmed in fustifisation to the R@ptise people) to aseept

i inbenational trealy ovarsiding o forgadng any sacgaed future vights

o sptionnlies,

e The conmideration payndle o the Lgypiisn Gowernasat o

aonteupiated tn paregroph 3, would noed %o take inde cocount amemged

mmmmw: .

%] The vowens whleh the Fgypilanswonld obisln satsally wmuler the axiob-
ity seyesnant until 1% suplry in 1968;

b} Tiw mmumy irgrenged pont-1963 arnunl neb revenss,{i.e. noow
fron Guss leus coots), the Ngyptlan Govermmerh would sthiwaise obtain
mmmmmmwmanmmwmmmww
thor ia 13963,

{*rxieting” muummtwmmmwww
Wu-mmmmmmwmmmmmm
1y By the Zatity sad mot %y Egpt) |

3} PBowtsl fur e land aves scouplied by the scloting Sl end Lte
facilitise and pertmpe for & sobstentisl sres on ¢ither side of the
Camal %0 provide for furiher oxpansion,

4] 5 man for the preseat sssste of he Canel Comprny At the valus they
vold eve 52 1969 1ien they wald otharvise bavome the property of
the Sgyptisn Ouvernnent,

. B The sammay A vhioh Shia eongddwentlion esld bs peid oculd

mwmmmwmmmmmgpm

mm'mnmumwﬁzaWWammm

s, &8 wall, on sanoe) paymeal @reater than the prewmt ammdl reverde

resolved by the Poypitan Goversmemt, (Dizest partloipation by the
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Emtm&mi:nmﬂaﬁwhwt,wusim}. T4 40 believed thak
mmuﬁmemmeMamuemmmm
ermmmmmmwwa. Far instanee, the pregent day
&wuzmwitm&hl,mmmwuthtmmm-
mmmsmumuwmamummzarms,emm
Alone sasunt to pome Z156/1%5 mfllian, Saoh an smount would premwably
hm&umﬂdh&amﬁw&aﬂduaiwmmt,%%o
M%MM&;%&M@MM&#WWMM,
mmmmmmumtwwmmm
P&MMMMWMMManMm#%Bmﬂm
ﬂmﬁ%hnlmwmmwmamlmﬁatmwm
frea inoreaned use or sapaeity, 1t would not be 24f7ieult to devise
mwmnMWhmm,mmuwmu
memmmmwbuamﬂumtuua
mmmumhuhhmmmmwm
for thin puzrpose, |

b The foregoing spprossh vith the posetbiiitles of a4 atireative
Tiasmaial tosentive to Bgypt aveido the lomis of netlonalisation, G S
MMummummmmmwmmummn
MMMMMHMMMMM'&&W&MWM
ummmmmmmm,mmuwum1wm
m»m&mmummwmwm%wwmmmm
in pontislly siatlsr problens in the Middle Raet, The icherswt ciffi.
vulties In the negotistion staps on tha nationalisstion issue nre rezognined,

prevedenta in the Midile Bant or eliseviwre,
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84r R, Stevens

0,703 D. 20, 5 2.n, Septemver 3, 1956 ...
Septenber 3, 1936 R, 11.37 a.m. Sepmmberv-;wm;ﬁw T
. .
TVMIDIATE o |l 1?7(//‘ 2
- BECGRET
 Addressed to Foreign foiae telegran No.705 of 8 Sz
Ssptember 3, _ WA, {g
Repested for information to Gairo % t;
. Jedda %2:
Washington & Iﬁ'

T saw the Sheh at the Qaspian resort, Mowuhaht, an
September 1, I told him that we had eccummlstlve evidence

of Ssud's concern over Nagsar's bahaviouy. Tn the light of

+this HES Tmperial Majesty ol pht” think that® the moment’ wasg
sppropriate For weing Wis Tnflience” with 9a%d to work on'
Webter, 1 If all thiy cotild. be dohe in time) Ht mtght affect-"”
thelbutcome of thelieeting with the Five-Power Committes.

2. The Shah readily agreed to the idea of teking some TR
sotion. He ssid that he had intended to say his piece about
~ Fagser when he paid his projected visit to Riyadh 1nﬁjﬁg,,f’”’iffﬁ
winter (noi September, see Jedda telegram ¥o.253 of
. Bugwetr 20) vut he realized that Sues had acoelerated the
kime table, He debated the merits of & message Or R
- ‘gpecisl emissery, but in the end, with my snoouragenent, came

dowa in favour of the former on the ground that there wag no
f.im"e to be logt. q];}u e

3, I think the hessage will be on t;m/ﬁght lines, Hé
rehesrged some of your telsgram No,.827 without any promptinp
from mé and I Pilled in most of the geps. I suggested |
sounding the note of wo na jor Mosien Powers equally threetened
' by Nasser's reckless awbitions; Iran was doing her best
through the Five-Power Committee; what could Saudl Arabia do ?
He gertainly will not enoourage the ides of Saudl madiation.
He might even go, so far as to suggest thai the time had
urrivca-whan gaud should come off the fence, stop putting hie
nend 15 hig pocket (he wag very scathing sbout the 1¢ million
dollers), though inelined o agree with the interpretation in
3 | : ' /Jeddn

N

Wmmmmme e e e L
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| Tehren telegran No.705 to Poretam Ofries |

Jedds telegram No,26L) and really talk sternly and outspokenly
to Nasger, He is, of course, just as mnxious ag Saua that
Nasser should deflate himself by acgepiing international
aontrel, o ; -

ke  For personal, not (repeat not) policy reagons, I sensed -

thet the Shah was not best pleased at ny visitation, He has
©o - greed - to agt and gpeedily, - In these oircumstsnces, and view

b . of the ingtructions deseribed in Washington telegram No.1783,

' . & gimilar démerche by the United States Ambessador might only
irritate or confuse, The United States Esbazsy could,
however, show thelr golidarity by enquiring of the [grp.
undee, ? Governwent] in Tehran sbout the despateh and terms of

the message. I am conveying 2 suggestion to them in this
sonss, |

Forelgn Ofriéé-pleaaa pasg Priorlty to Cairo, Jedds and
‘Waghington ag my telegrans Nos. A2, 12 and %9 respeetively,

 [Repeated to Cairo, Jedds and Washington)

o e "

ADVANCE GOPTES

81r I, Kirkpatriek
‘Private Secretary

| - - Mr. Beeley
! - - Héad of Fagtarn Depsartuent
' | - Esed of African Department
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En Clair FOREIGN OFFICE AND
. 5 SEP . FETTEHALL DISTRIRUDION
R
Sir E, Trevel g
1 é yen a% Yo M Dy 12,52 a,nm. September L, 1936,
Hp:1869 & »°  R: 2.38 e.m. September 4, 1956,
73

September %, 1956,

- Repested for information to: Washingtom, Paris.,
. ) m! RquO. Belmﬂ

Peragrarh 1 (C) of my telegram No: 1863, W4&
Follewing is full text of Gomhouris versian of Nasser &

- commants on Eigenhowsr's statement,

"§hat President Elsenhower said two dnys &go overcame
our esriier diseppointment and in geperal, Eisenhower's
statement is considered as similar io Egypt's polnt of visw,
for he said that Egypt wag the pwner of the Cenal and thie
iz our viewpsini., The United Stetes 1ls comcerned with
guarsnteeing the freedom of navigation and this iz what we
sre trying to do, ZIEilsenhower sald that America was concerned
to resch & pseceful settlement and thls is what we are also

trying to do”.

2, Akhbar version 2erresponded subsiantially with the
sbove, but it reported Nasser as commenting, "It seensg that

Presldént Eisenhower was demarding exastly what we previously

offered”, Akbber added thet when the correspondents referred
to the hopes which Eissnhower sxpressed for the possibliity
of Pregident Nasaer’s acoeptance of the Weztern plen, Fasser
answered that thers was some difference between himself end
Presldent Elsenhower g8 regards the reslizetion ef the view-
peints of them Beth,

Foreign Offlce pass Washingion, Paris snd Belirut
a5 my telegrame Nog: 282, 1&5 and 249,

[Rapested to Washington, Paris and Belrut]

REFAA
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. Aamw_a "go Jedda telegyam Noaﬁﬁﬁ of Aumu@
REpeataﬂ for information to: Cadro ». ... .°
Waghington

 The Saudi Charge 'Affaires was invited to eell on Hesd of
Pagtern Department this morning and given an outiine of the
progeedings of the Sues Uanal Oonference. He was told that the
Conferense quickly got dowmn to business without wranglings om
" progedure and that Mr, Dulles's exposition of the problem propos-
ing the egtablishment of an international authority was well
regeived and had beeome the focal point of the gonference, Even
the Rusgien delegate in his speech on August 17 elthough .
~inevitably eoncerned to make a number of propagands poiuts did
- pot aemy-ﬁhe nesesaity for srrangements for cumplete freedom of
' pnasagg;thraugh the Canal, He proposed thet further propossls
ghould Ee worked out by'tha Four Great Powers together with Inﬂia
and Egyp‘t. :

2, Nr. Riches went on to emphasise the interest of all users of
the Canal including Ssudi Arabia in a solution which would divoree
it operation from #11 nstional polities, It was not proposed to
estiblish an suthority dominated by Britain or by the Western
Pewers or by aujune elze put after Nasser's act of forece it was
vital to agres on arrangements whieh would afford real inter~
nationel guerantees ageinst sny similar future setion and to re-
establish confidence, Otherwise the prozpects of further invest-
nent. to develop the Qanal (or eny other project in undeveloped
countries) would be sericusly affeoted, It seemed to be slresdy
agreed by the Confeyence that the legitimate interests of Egypt

in Qeauring an adeqhath share of the income from the Canal must
be met, M. Pilneau in hig speech hed emphasised this aspect of
the metter, If Bgypt segured revenue in this way she might be
less govetous of othey Middle East countries and their oil.

3. Finally, Hr; Riches gaid that it seemed thet Hagser,
having Brought th&s storm upon himself, was now more ready 1o

/seek
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| Qéék # solution. This might be becsuse he realised theat he

“eould not entirely rely on Russia, It was well known that he
“hed ssked for Iraql mediation, Sevdl Arshis had a wested

{nterest in the freedom of the Canal and in separéting its
opsration from polities just lke eny other trading nation.

The best counsel they could give Nasser was to acoept & solution

on the lines adwnbrated by Mr, Dulles,

L. I you think 1t would be helpful you should spesk in similey
terms to Faisal oy other Saudi suthorities in Jedds,

B, Sawdti Charge d'Affaires wag inclined to argue that we could

not aay that Nasser's agsurances in regsrd to freedom of nevigaw
tion were not sufficient mtil they hed been put to the test.

iﬂb also deprecated any suggestion of the use of force since there
‘was «lready "enough troutle in the Middle East es it is",

DISTRIBUTED TO:

Fagtern Depertment
Africen Depertment
Levant Depariment
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Bgyyt buys Sues Cazal Company's physisal ssseds lesated i
Tgyot for a nagotisted price « ix we far as thass Tevert o
Rgypd SRFWAY 1n twalve yanes time the Yasis of priss will prosusabdly
be loan of profits; in xddition thewe would be a paymant fox any
novesiles whivk & not ac »evert,

M%Mi greats Internationnl Miﬁrnmhﬂm
anwﬂtm

ALY revemaes acoruisg ¢ the Bntity (But probably, oa
basie of & stated tariff) beleng to Egypt, but taring next twelve
TFoars payments will ta mads to Company im amordisation of smounts
2o &3 & resuit of (1)s |

Bifast in inisial yeave wiil be thes Egypt's nst mevenus
mlmumnvmm&mmuutnwnulmuto
Huanm&tdtﬁe%nhtﬂsihthmmdh
FesUlt fyon the sempletien pf Progyeame 83 Wit, Maving granted
parpotual ageney comowssior ¢ the Inteyuational Eabity, Rgypt
mah»nnbam,tmw@uutmgmmmmm

Guder thls ssdeame "matisnalisation” of the Company weuld
mu«mmammmumwmmma
be rapresenied as & coxmaToinl trmusaetise.

mmywunmwmaumuu@whtur
thuntmmththtnnnnnﬂmmarnm
Agensy sondession to the Intermational Zntity she weuld be adle to
borgow pow againet her revenue in 196§ unt after.  Fhe sertessly
souid ast o a0 without greamsing suth an agenoy comoession.




1| 2] cms PUBLIC RECORD OFFICE [ Tha 7] I

ree FO 371 /11412¢ §F537

Please nota that this copy is supplied subject to the Public Record Office's tarms and conditions and that your

use of it may b subject to copyright restrictions. Further information is given in the enclosed Tarms and
Condiiions of supply of Public Records' leafiat

] |

T

R A K e i

B R - o A S e e T TR T3 8 T T e otk eSS

‘mmmao Z0

Y

13 Sang

o VTR

T¢ ba nun-politienl and seloeted from smcng ussrs of Canal and

by patterns of trede and from Zgypt, Gcard to send reporis to the U.K.
Yot work for good of Ganal and sl) usere.

1, Type of imdividuslson Beard?
2. Fart or fall tive? ~ SZhould they be sghareholders in shipring
- companies for sxamplat Governmoni szmploywes?
3, Mumbex an Board - 117 157 307
4e Albernates? -~ If so, specific for sach member or s posi?
§. Wno pelegts them te start with - igypt and the 5 sonference repreé-
pentatives? If so, who supplies pensl for eelestlon?

. ,
il Detas

Sy

Who. ul&sts 16?7 W.H.? 22 ar 45 nationg?
Where doss it it ~ in Egypt?
¥hat does it haadle - lebour dispubtes sz well as tell rates, arguments

o wonuning of agresment ete,?

Gomtaed

Egypt to delsgete eartain eontrels, Wnab eboutinlle, eapital) expendl-
turen, bond fssves? Would Bgypt keve n wetol
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27%h August, 1556

{1) 4n International Entity would buy the Sues
Canzl Company?!s rights fup o 1968) in the physigal
agzets loszated in Hgypt.

(2) The International Hntity would buy From the
Egyptlan Qovermment the right in perpetulty to own the
asgets and to operste the Canal.

(3) The eomslderation payable %o the Egyptian
Government would nesd to take ints sccount the following:-

{a) The reverue which the Egyptians would
obtain under the existing agreement until its
expiry in 196é8.

() The substantially inereased post-1968
annual revenue which the Fgyptlan Goveroment
would have obtained from the existing assets.

{a) Rental for the land area Secupied by
the existing Canal and 1ts facllities.

(&) The Fgyptian Government?s reversionary
interest in the assets of the Canal Company whieh
will become thelirs in 1968,

(4} The manner in which the conslderation could be paid
could take manmy forms, but would presumsbly have the greatest
appeal if it provided fér & substantlal lump sum paypent zs
wall as aanﬁal payments. Az far a3 the annmisl payments are

concerned, thess shnould be, st any rate in part, related te

the yse of the Canal so that the Egyptian Goverrment would

galn from inereszsed use of cspaclity - perhaps s continuing

fizxed rate per ton, or fixed percentage of the dues.

;. (%) @eparate arrangements would have to be made a8

 regards new gapital development.

{&) As the Internztionsl Rntity will presumably be
aou-profit making the disposal of any surplus after making
the agreed payments to the Egyptlan Government will require
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eensideration,

{7} 4 plan on the lines of the aboves would avolid
the issue of "natlonalisation® and ir the mensy for

buylog the Suez Cunal Company¥s EBgyptian agzets and
for any lump sum Payment o Egypt were provided by
the prineipal user Gevernments 1t woulg brna&én the

basls of internatitnal suppert in the svent of
B ffieuislies,
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27tk August, 1956

Essentizl differences between Mour® plan
and that explained by d.P. are:-
1. {4 Under our plan the Eantity buys out the Caual
concession (a) f{row the Canal Company (until 1968) and
(b} from EBgypt {post-1G48), paying respectivaly the
Canal Company and the ®Egyptlan Government (by a varlety

of ways
large lump sup
This ¢allis for & particuiarly{difficult ealeoulation
in respect of (b) - Ymess of ; and the cancellation

i the rnationalisation?” law.

(B) Under the H.P. plan the Edyptian tiovernment buys
out the Canal Compaiy pre-1968 rlghts; and appolints the
"Entity? as & permanent concessionary but non-profit-making

EEANCY . .
One difficulty here is that the Hirlce paid to

the Qanal Compainy Ras to appear as a commerclal deal; and

wot as fcompensation for nstilcnallsationh,

E_ 2. €A Under our plan the whole revermes wmould go to
the Entlty from pow and for perpetulty: Tgypt receiving
eartaln "royeltiest® {which would inereese with the traffic).
This calls for conslderation of what the Entity (whieh
15 supposed to be ﬁoﬂrprcfit*making) would do with the
surpius.
(B} Upnder the £.P. plan Fiypt would at once and
for all time receive the totsl nett revennes from tolls -
sut of which, for soms years to coms, presumably, she
would have to pay off the purchase price (compensationt)
to the Canal Company.

- Under this plan Egypi wouid receive no lump
sum - her neft revennes would be only moderastely and
gradually over what she has heretofore been getilng (taking
inte acgount the sums due to the Capal Qompany for "selling
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out? in anticip.tionm of 1968). BPut she could horrow
substantially on the strengih of post-1968 earnings,
which will be enormous.

B.B. Whut would be the positlon of fnew asssetsw, 1,e.
axpansion, under this plan? Under ocur plan Egypt would
presumably get a I'ree ride to the axtent that she would
not be expected to put up any capital vut would benefii
by the increasing royaltles from the much bigger traifie
thereby made possible.

As far as "Nasser getting away with i4m is
congerned, 1(i) and 2(B) #re pretty close to national-
lsation, and reaping the fruits thereof stralght away.
B2 would be Yoorrowing® Ilnstead of belng vhought out?.
The methed of Thuying out¥ need gpt Lo so very diiferent
eXxqept that one would have thought that in the former
gase a largerlump sum weuld be needed than In the latter
- and could indipazte thereby a greatsr degres of
Immedizte ®¥iriumph®. DBut in either case the fruits mould
be net inconsiderabie; though less spectacular In the
short-term but greater In the long-term under the "H.P.%

plan.




