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1.

Recommendations

Honourable Members are recommended to:

(a) Note the discussion in the recent workshop on the merits of a Statutory Trust versus a

Charitable Trust, and approve the previous recommendation in paper 73/19 that the
Environment Trust be formed as a statutory trust.

(b) Direct that the Department of Mineral Resources progress work with other FIG

departments to develop the Trust following a statutory model, and revert to Executive
Council with detailed policy recommendations as previously suggested.

2. Additional Budgetary Implications

2.1

3.

3.1

3.2

3.3

3.4

3.5

3.6

4.1

There are no identified budget implications at this time.
Executive Summary

Honourable members will recall from Exco Papers 124/16 and 187/15 that Premier Oil
(PMO) as part of its Sea Lion Development Environmental Impact Statement propose
to make a compensatory payment to offset residual environmental impacts of their
activities. They currently propose to contribute a sum.

The actual figure that PMO will pay if the Sea Lion Development proceeds has not
been finally agreed however a framework needs to be established for managing the
sums received and ensuring that they are used for environmental purposes.

In June 2016 Exco approved the principle of establishing a Falkland Islands
Environment Fund for the purpose of administrating the offsetting payments to deliver
an environmental legacy.

In June 2019 Exco considered paper 73/19 which recommended the establishment of
Statutory Environment Trust to receive and administer offsetting payments from PMO
and that a workshop be held with stakeholders to inform the preparation of detailed
policy on the aims, objectives, internal administration and grant making processes of
the proposed trust. Exco approved the recommendations but also asked officers to
discuss the issue of the form of the proposed Trust (whether the Trust should be
statutory or charitable) with stakeholders at the workshop.

The workshop was held on 29" August and the report from the workshop is attached as
Appendix 1.

In summary there was no consensus in the workshop on the form of the proposed trust
and Exco is asked to confirm what form it wishes the Trust to take so that detailed
policy work can be undertaken and reported back to Exco once the form is determined.

Background and Links to Islands Plan and Directorate Business Plan/s

For detailed background Honourable Members are invited to read paper 73/19.



4.2

4.3

4.4

4.5

4.6

4.7

Exco on considering paper 73/19 approved:

(1) establishing an Environment Fund to receive and administer off-setting payments
from PMO in the form of a statutory trust

(2) a workshop is held and consultation be carried out with stakeholders to inform the
preparation of detailed policy to be brought back to Exco on the aims, objectives,
internal administration and grant making processes of the proposed trust.

However, Exco asked that the merits of a statutory trust and charitable trust options be
discussed at the workshop.

The workshop took place on the 29™ August 2019 and the report from the workshop is
attached at Appendix 1.

Honourable Members will see from the workshop report that there are clear views
about elements of the trust on issues including, aims and objectives, board composition,
governance and accountability, grant making and monitoring performance. This
information will be used to formulate the detailed policy proposals for the proposed
trust. However before embarking on that detailed work the form and structure of the
trust needs to be determined and whilst Exco approved the formation of a statutory trust
it asked that the workshop included asking stakeholders to discuss whether the trust
should be statutory or charitable.

That discussion took place and it is fair to say that there were diverse views and that
whilst there was consensus on the principles that the trust should be independent well
governed and achieve its stated purpose, there was no consensus on the form of the
trust. The discussion is summarised in paragraph 3.17 of the Workshop report.

In order to progress work efficiently beyond this point, ExCo must make a
determination on the form of the trust to be developed. Detailed development of both
statutory and charitable forms beyond this point would be a waste of resource. The
responsible departments are already operating at peak capacity with other high priority
work.

As noted elsewhere in this paper, and in previous submissions, the option remains to
convert the statutory trust into a charitable trust at a later date, if this is considered
desirable at some point in the future. However, officers perceive it as highly unlikely
that a charitable trust could easily be turned into a statutory trust if it failed to be
effective.

5. Options and Reasons for Recommending Relevant Option

5.1

The options of the trust either being established as a statutory trust or as a charitable
trust were set out in paper 73/19. The recommendation of officers remains that the trust
should be established as a statutory trust as being the more reliable route to establish the
body and administer it (at least initially). The option of moving the trust into a charity
at a later date remains an option.



6.

6.1

6.2

6.3

7.

7.1

7.2

7.3

8.

8.1

8.2

Resource Implications

Financial Implications

If a statutory trust is established and the decision is taken that the trust will enjoy tax
exempt status, no tax would be generated directly from the activities of the trust. This is
an issue that will be dealt with when detailed policy is brought back to Exco for
approval.

Human Resource Implications

Resources will need to be committed from DMR, legal, finance and policy officers to
take forward the chosen option and prepare detailed policy for approval. Whichever
form of trust is chosen there will be a resource requirement to assist in establishing the
trust and there will then be a requirement for legislative drafting if the body is to be
established as a statutory trust. There is likely to be an ongoing resource requirement to
assist with the administration of the trust. It is currently envisaged that this resource
requirement could be accommodated within the general expansion of the Department of
Mineral Resources if Sea Lion is sanctioned.

Other Resource Implications

None at this stage
Legal Implications

New legislation is required if the decision is taken to establish the trust as a statutory
body.

The policy and drafting instructions may be progressed through the Department of
Mineral Resources with input from Legal Services. The drafting of a new ordinance,
amongst other hydrocarbon-relevant legislation, would need to be allocated within the
list of FIG drafting requirements and timetabled as appropriate by Legal Services.

Alternatively, the option to set up the Trust as an independent charitable trust would not
require legislation but would require support from FIG to establish.

Environmental & Sustainability Implications

The establishment of a trust to administer off-setting payments from PMO aims to
achieve offsetting for environmental impacts from the Sealion development that cannot
be avoided or mitigated. The use of the offsetting funding will improve sustainability
and create positive environmental legacy for the Falkland Islands.

There are substantial benefits for the Falklands economy through improved
environmental stewardship which would in turn enhance fisheries, agriculture and
tourism alongside any new industries. A positive environmental legacy would
contribute to maintaining and improving ecosystem services and biodiversity. All of
this would create a healthier environment, with a cascading chain of effects on value of



products, cultural wellbeing, resilience to climate change, and improved public and
media image for the future sustainability of the Falklands.

9. Significant Risks

9.1 No significant risks have been identified at this time.

10. Consultation

10.1 FIG Mineral Resources Department and Environmental Planning have been
collaborating on this work. Earlier discussion papers were taken to the March 2016
FIOHEF and September 2017 Environment Committee. Falklands Conservation was
involved with these discussion papers through parallel work streams.

10.2 A workshop has now been held with stakeholders where discussion took place on aims
and purpose, governance, administration, grant making and accountability as well as
the structure of the trust. Further consultation will take place once detailed policy
proposals have been prepared following determination of the structure of the trust.

11. Communication

11.1 See above.
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Falkland Islands Government - Department of Mineral Resources Environment Trust Workshop Report

1 Introduction

1.1 A workshop was held on Thursday 29 August 2019 at the Chamber of Commerce, Stanley, to
discuss a new environment fund that will be created to distribute environmental offsetting
contributions from Premier Qil. In June 2019 Exco approved the establishment of an environment
fund to receive and administer off-setting payments from Premier Qil in the form of a statutory
trust. It was proposed that the trust be established as a grant-making body which will distribute
offsetting funds for activities aimed at ensuring a positive environmental legacy.

1.2The purpose of the workshop was to help inform the preparation of detailed policy on the aims,
objectives, internal administration and grant-making processes of the proposed trust.
Participants were asked their thoughts on all aspects regarding setting up and managing the
trust. 16 people attended the workshop (Appendix 4).
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2 Background

In 2015 Executive Council (ExCo) report 187/15 Hydrocarbons Environmental Impact Assessment
Guidance Note (for adoption) included recommendation R3 to, “task the Mineral Resources
Department (with input from the Environmental Planning Department) with investigating options in
relation to Offsetting and Strategic Environmental Assessment reporting back to the Mineral
Resources Committee” was approved by ExCo. Parallel to this, Falklands Conservation commissioned
a background study from UK-based consultants Synergy on possible options for environmental
legacy funds.

In March 2016 a paper “Offsetting/Environmental Legacy Options for the Falklands” was taken to
the Falkland Islands Offshore Hydrocarbons Environmental Forum (FIOHEF) which synthesised
research and discussions between FIG Departments and Falklands Conservation. The forum initially
considered the principals involved and how offsetting may be implemented.

That paper was developed further and in June 2016 ExCo adopted a paper (124/16 ‘Developing
Offsetting Guidance for the Falkland Islands’) and approved the principle of the establishment of a
Falkland Islands Environment Fund which could deliver both Offsetting and Environmental Legacy.

The paper suggested that ‘such a fund could offer environmental projects with a direct benefit to the
Falklands covering, for example, data gap research, rural agro-environmental schemes, habitat
restoration and protection, invasive species control or renewable energy projects’ (7.3). It also
highlighted the importance of non-governmental status for any fund or trust to prevent it becoming
a means for FIG to pseudo-privatise basic environmental responsibilities and reduce associated
budget lines or subsidies.

In September 2017 a background paper for environmental financing was brought to Environment
Committee for discussion. The paper had 5 recommendations; the first of these being that the
Falkland Islands Environment Fund should be moved forward. It also included wider consideration of
the advantages of a locally coordinated fund to reduce reliance on external sources and the
potentially significant benefits for environment and industry in the Falklands. The Chair noted the
principle of establishing a stand-alone trust and asked for a letter to be drafted to the Chief
Executive and Chair of SFC exploring the establishment of this trust

In 2018 a paper was produced jointly by the Minerals and Environmental Planning Departments
together with Falklands Conservation which proposed the establishment of such a trust with
preliminary suggestions for mission, structure and funding and described some of the environmental
benefits that it would aim to achieve for a lasting environmental legacy.

In June 2019 ExCo report 73/19 “Managing Offsetting Contributions” approval was given to establish
an Environment Fund to receive and administer off-setting payments from PMO in the form of a
statutory trust. However, despite members approving the trust as a statutory trust, MLA Roberts
asked that the statutory trust option also be discussed at a workshop to ensure that it is the right
choice for the Falklands and welcomed flexibility to change to a charitable trust if required. ExCo
approved a workshop to be held and consultation be carried out with stakeholders to inform the
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preparation of detailed policy to be brought back to ExCo on the aims, objectives, internal
administration and grant making processes of the proposed trust. This document reports on the
workshop which was approved by ExCo.
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3 Workshop report details

3.1 The attendees discussed the purpose, management, governance, grant-making methods, and
structure of the proposed grant making trust.

3.2 A variety of methods were employed to ensure the views of all participants were captured.
These included plenary discussions, presentations, and small break-out group activities with
reports back. The day followed the agenda (Appendix 5) which was circulated to attendees in
advance.

3.3 The workshop commenced with a welcome and introduction by the Director of Mineral
Resources together with an explanation of the context and history of the proposal that PMO
make offsetting payments into an independent grant-making fund. Informative and useful
presentations were given about existing grant programmes by representatives from Falklands
Conservation, Shackleton Scholarship Fund, and FIG Policy Unit.

3.4 This led into the first group discussion asking attendees to express their views on the
purpose/mission of the proposed environment trust.

3.5 In order to capture attendees’ thoughts on the purpose of the trust they were asked to write, on
post-it notes, what they thought were the mission/goals/objectives of the trust (one idea per
post-it). These were displayed and organised into groupings to draw out common themes and
ideas. Questions for consideration were:

3.5.1 What is the purpose of the fund?
3.5.2 Is there conflict or duplication with other organisations?
3.5.3 Should the fund be aligned with existing policies?

3.5.4 Should the fund play a leadership role in capacity building?

Page 6 of 21



Falkland Islands Government - Department of Mineral Resources Environment Trust Workshop Report

3.6 These were then summarised and distilled by the group into a general statement and a series of
guiding principles which set out an agreed understanding of the purpose of the proposed trust.
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3.7 Below is the proposed objective of the trust drawing on the outcome of this session of the
workshop:

To allocate off-setting funding received from contributors with the purpose of off-
setting those environmental impacts that cannot be avoided or mitigated. In doing
so the Trust will fund Falkland Islands projects that produce tangible results, have
measurable benefits, and a clear link to offsetting those impacts - either in the short
or long term. In allocating funding, regard will be given to relevant government and
stakeholder policies and priorities.
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3.8 Through group discussions, it became clear that the contributor(s) to the trust will have their
own audit and monitoring requirements that will need to be satisfied to demonstrate their
compliance with both Fl legislation, their corporate responsibility ethos and international
obligations. As a consequence the trust should not depart from the objective of allocating funds
to achieve measureable offsetting impacts which relate to the impacts caused by each project.

3.9The attendees next considered governance. The method used was small breakout groups (3
groups of 4-5 people), facilitated by colleagues from the Department of Mineral Resources.
Groups recorded their discussion on flipcharts and gave feedback to the group as a whole,
discussing each question in turn.

3.10 Questions for consideration were:
3.10.1 What is the job of the board?
3.10.2 What skills and experience make a good board?
3.10.3 Should a board represent Fl environmental interest groups?
3.10.4 Should Premier and FIG be represented?
3.10.5 How big should a board be?
3.10.6 How should board members be chosen?
3.10.7 Accountability of the Board?

3.10.8 How to deal with conflicts of interest?

3.11  The outcome from each group is shown in the following photos.
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3.12 There was general consensus that the role of the Board was to administer the Trust and its
funds, and make allocations of grants to suitable projects. It was felt that the Board should
comprise of members with skills and experience suitable for managing the Trust (such as finance,
audit, administration) and should include a member representing the contributor(s) and from FIG
(which could be an MLA or officer). It was felt that the Board should seek advice from relevant
experts in assessing applications for funding rather than be a board comprised of representatives
from the various environmental interest groups within the Falklands. It was considered that the
Board should be between 7 and 9 members with a quorum of 5. Initially, potential Board
members would need to be approached but in future the Board could recruit Board members as
required. It was considered that the Board should work transparently with publicity about
purpose, how to apply for grants, decisions on grants and criteria, in addition to annual reports
on activity and finances and annual audit. Board members should complete a register of interests
and where a conflict exists the member should take no part in the decision-making, including not
being present in the room.

3.13  The session on administration and grants followed a similar format to that described above.
Questions for consideration were:
3.13.1 How does the fund decide what grants should be given for?
3.13.2 How often should grants be available and for how much?
3.13.3 How do we know if a funded project has been successful?
3.13.4 What records should be kept?

3.13.5 What administrative support is needed?

The outcome from each group is shown in the following photos.
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3.14  The following common themes emerged from the discussion:

e There should be published criteria against which applications for funding can be
assessed. These should include value for money, capability of delivery,
demonstrable/measurable offsetting outcomes, Falkland Island impact

¢ Applications should meet the objectives of the Trust

e There should be an annual grant round advertised in advance. There should be
no minimum or maximum grant that can be applied for (subject to the funding
available to the Trust). There was a preference to attract a range of applications
to support both small and large local offsetting initiatives

¢ Funded projects should be actively monitored to demonstrate that the
objectives have been achieved and that the funding has achieved value for
money

¢ Underspend could be rolled over and multi-year projects could be supported
within the limitations of the funding. There was general agreement that long-
term revenue should not be anticipated, and should be based on revenue that
had either already been received or was relatively certain.

e Grants should not be given for projects that should be FIG’s responsibility

3.15 It was felt that the Board should have - or be able to engage - the capacity to assist

applicants with grant applications, and support and monitor the supported projects to ensure
delivery of tangible results.
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3.16 Finally attendees were invited to discuss the merits of two possible structures for the
proposed trust; that of a statutory trust and a charitable trust. A short introduction raised
possible pros and cons. Attendees were advised that ExCo had approved the recommendation
that the trust be a statutory trust however, ExCo also wished the workshop to consider the
alternative charitable structure and express any views that they might have for reporting and
further consideration by ExCo. A lively discussion ensued. The question for consideration was:

3.16.1 Should the fund be a statutory trust or a charitable trust?

3.17 Strong views were expressed by some attendees on the structure of the proposed trust.
Some delegates strongly favoured the independence of a charitable trust and its ability to be free
of perceived interference by government. They considered that a charitable trust could be as
resilient and robust as a statutory trust. Others considered that the statutory trust route,
particularly in the early stages, would be more robust and resilient as it would potentially benefit
from officer support from FIG particularly in regard to its administration, but there was consensus
that the most important considerations were that the trust should:

¢ Have good governance

e Demonstrate independence from Government
¢ Achieve its purpose

e Have resilience

3.18 The final session of the day thanked attendees for their active and excellent participation.
Next steps were described as:

¢ Production of the workshop report to be circulated to attendees

e Preparation of a report to ExCo to be submitted in either September or October,
2019
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4 Participants list

Stephen Luxton
Mark Lewis

Mike Jervois

Deborah Davidson

Esther Bertram
Paul Brickle
Sacha Cleminson
Lewis Clifton
Phyl Rendell
Joost Pompert
Denise Blake
Davide Ranghetti
Daniella Baigorri
Leona Roberts
Louise Ellis

Tim Martin

FIG Department of Mineral Resources

FIG Department of Mineral Resources

FIG Department of Mineral Resources

FIG Department of Mineral Resources

Falklands Conservation

South Atlantic Environmental Research Institute

Royal Society for the Protection of Birds

Rural Business Association & New Island Conservation Trust
Chair of the Falkland Islands Offshore Hydrocarbons Environmental Forum.
Falkland Island Offshore Hydrocarbons Environmental Forum
FIG Environment Officer

FIG Economist

FIG Biosecurity

MLA Environment and Public Protection Portfolio

Falkland Islands Development Corporation

Premier Oil
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5 Workshop schedule

Environment Trust Workshop schedule — Thursday 29" August 2019

Time | Details

8.15 | Tea and coffee

8.30 | Welcome and introductions

8.45 | Understanding context of the fund:

1. Purpose of workshop, environment fund as an independent trust, managing
offsetting for Premier’s Sea Lion development.

2. Presentations of existing environmental funding streams and how they work in the
Falklands.

10.30 | Smoko

10.45 | Developing the purpose of the fund: Mission, goals, objectives
Group to develop proposed mission, goals, objectives for fund
Questions for consideration:

1. What's the purpose of the fund?

2. s there conflict or duplication with other organisations?

3. Should the fund be aligned with existing policies?

4. Should the fund play a leadership role in capacity building?

12.00 | Lunch

1.00 | Governance and decision making:
Discussion groups and reporting back
Questions for consideration:
1. What's the job of the board?
What skills and experience make a good board?
Should a board represent Fl environmental interest groups?
Should Premier and FIG be represented?
How big should a board be?
How should board members be chosen?

ou A wN

2.00 | Administration and grants:

Discussion groups and reporting back

Questions for consideration:
1. How does the fund decide what grants should be given for?
2. How often should grants be available and for how much?
3. How do we know if a funded project has been successful?
4. What records should be kept?
5. What administrative support is needed?

3.00 | Smoko

3.15 | Options for structure of the fund:
Group discussion of the pros and cons
Question for consideration:
1. Should the fund be a statutory trust or charitable trust?

4.00 | Re-cap of discussions, other comments and closing remarks

430 | Close
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6 Invitation to participants

The Falkland Islands Government

The Department of Mineral Resources Stanley Falkland Islands
_ Telephone: (500) 27322

" Facsimile: (500) 27321

E-mail: info@mineralresources.gov.fk

www.falklandislands.com www.falklands-oil.com

.
£ . _ =y,
e o

25 July 2019

Re: Invitation to attend an Environment Trust workshop

Hello,

| would like to invite you to attend a one-day workshop to discuss a new environment fund that
will be created to distribute environmental offsetting contributions from Premier Qil. The
workshop will be held at the Chamber of Commerce on Thursday 29th August 2019, from 08.15
to 16.30.

In June 2019 Exco approved the establishment of an environment fund to receive and administer
off-setting payments from Premier Oil in the form of a trust. It was proposed that the trust be
established as a grant-making body which will distribute funds for activities aimed at ensuring a
positive environmental legacy. The purpose of this workshop is to help inform the preparation of
detailed policy on the aims, objectives, internal administration and grant-making processes of the
proposed trust. We will be asking participants for their thoughts on all aspects regarding setting
up and managing the trust. Further details are provided in the attached schedule.

You are welcome to come for the entire day or drop in and out. Tea, coffee, smokos and lunch
will be provided. Please RSVP to the Minerals Department for catering purposes and feel free to
contact us if you would like more information. We hope to see you there.

Yours sincerely,

Stephen Luxton

Director of Mineral Resources
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