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J. Henry Schrodcr Wrgg & Co, Llmiled,

PROJECT UMPTRE

Notcs from visir tu T$hkql, Tucday I lth ro Friday l,eh Jrnuary, 1994

KEY POINTS.

l. ATF/PMI: arc oifering to make TTF an imponant sate.llire lo ATF wirh US$2GUSS30
million of "lnvestrnent' in return for lcaf.

2 TtFt Mahmud.v is now more recepdve to gAT's pcl rs long u ir ir pan of r
widcr proPosal for tjrc rc.conrtructlon of TTF. He docs mt objoct to rc-
furbished cguipmcnt. UPP rvish him to visit CME to vies rafirrbished
equiprncnt.

3. Ercise the excisc authorities app ar vqy rccpptive to ercisc pnrposr.ls. BnT cstirnac
in vcry general terms that thc governmeil could raise a funha' UStl3S
rnillion frurn the pro|cr implcmcntation of crclsc_6 ,_;.rL .;g*- , wqt

4. GKI rtsascttratrce: that the radio intcrview given by Mn. Mahmudova was not an
inviration to rendcr snd ttat BAT was still Oc prcfcncd parber.

5. Morch propcnl: r full proposal was crpccrcd in early Mardr by upp and thc GKl.

ACTTON I'.OINTS.

l- lntelllgence on lhc grortnd: in addition to lc.ef rnd production vi.rirs in January and
February, ask B&,W ttr aurhurise Frrhad [?] trr keqr NBD
inform of cvents in lhe market place.

2. Pupirossi case: BAT to provide fiF wirh crse agaiu $s conrinud
producrion of papircrssi, including cvidence of lack of
pnrfitahiliry.

BAT to answer TTF re4uss frrr IFB impons, if apprupriate.

asscss with a vicw to ordering,

r<sc.ss wirl a view to secint how TTF could be helpcd.

Brrnd puaing mock-ups: prcpare mocl-ups ro illustntcnew loql brand, if rpprcpriarc.
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Truding:

Spare parlr lltt:

Rrw mutcriuls li.st:

Visit to bndorr/CME for UPF/TTF:

$rciul policy/pcrsonrrel issues:

to agrcc terms and ccrndirions of pCI nnd
visit CME as soon as p.rsible (early
February?).

given thc GKI's emphasis on thls, arrange
for visit to TTF, SFP anrl UFP by David
Johns.
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review prrs.rihle discussion wirh Upp/GXI on C.&L worl inFcbruary.

consider production plan boyrrnd pCI.

rcceive ercise repon by Wcdnetday l9t! .renurry and
ulnstoer ersisc p(,posal for inctuslon in March proposrl.

h was undcrsrrxrd thrt thc principrl cornponcnls of rhe ATF/pMI

9.

10.

n .

Fired nsset vnluo(lon:

TTF pro<Juctlon plun:

Excisc report:

A' Bricling from lloplilnstl'routyl on dlrcussions rt TTF on l0rtr and l lth Jrnuary, l9g4

Prcsent: Rowlands-Reet, Hnpklns, Liouryi (gAT); tltctls (Schnden)

l. ATF/PMI proposal.
pnrplsaJ were:

' ust20'uss30 rnillion wouid be available in *change for fermcntcd lcaf .supply. It was n<rrstatcd if uris was cash or capital value. It was underlrna &Jrr,is iight only be rhe iairialoffcr.

t tle manufacturing cquipment would bs ncrv and not refurbishcd; rcfurbished eguipmcnt wouldbc usrd for tr:rining;

o rrF worrld producc.un t(l an ag8rcg'c of l0 bitti'n cigarates pcr annuh omprisiog lowcost local hrands and Mulboro SC;

o Mahmurjov rryould,havc in cmployment guarantec as tcncral manager for 5 years. It wasunderstrxxJ that Mabmudov wir* imprxscd by rfre eiF direcror,s-ric*s on managcmcntincenrivqq providui by pMI;

. ATF laid consirJerahle emphasis (rn any invq\tmenl being onc bctwgcn regignal bro$crs; anrl
r ATF/PMI arrivcri witi a 'con(ract' 

lo sign and left deails of rhc pruJxr.ral and conrracr wiriUPP.

2' Prtrgress wi(h rrF' Discussions wirh rrF }ad pr'grc,ssal so thrt Mrhmudov n.w .*ecmcdprepared lo accept re<'nditioned equipmcnl still arguing drar-fapirrr..si.ann,,ri. pf,.r.a our as &crcrvas a qrrc marhet for ir (agriculrural, clderly).

3' upp commeflrs: 
. . . rll upp'.s enrerprises wcrc currentry producing .prrvariratiou, 

pransb he suhmitred ro Upp wirhin,a.monrh orso En pan of rha pr*o*;a;;;;;; upp inro a form ofholding {omnany' Usmanov clairncd rhu hc hai manrg.d !o qrnvince Kharnidov ro rem'vc rhetobacq; industry frorn dris pr(lgramrne for the time being. Usmanov advltcd noito arrair privuisrtionat BAT w.urd rhen be darring wirh 'crrrscd. joinr srock-comprni". *hicrr ie-iro-ugl,t ,rourd be morediff icuh.

4' r'I'sorl/rscisc: the imprrssion wat 6ut BAT co-uld havc almrrst any cxqnplion it wanred.David tsishop was rusonahry c'nvince.r (on rbe basis of a number ;i;;il;*) rhar $c uzbekgovcrnment cnuld insreasc it crcisc income hy some usSl35 miltion wirrroui tx,.rcrr efforr. Thctar authoriries were being vcry so+perarive and informative.
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B. Meettng wirh LJpp rt l020hrs on Thursday l4th Jlnuary, t994

Prcseil; Rowlands.Rees, IkryHns, Liouryt (gAT); Wells \chrderc)

t. Cusloms Unionl llw denils lad be.cn relaasod rbour rhc t.lnion. Howevcr, Upp rhoughtt}at such wls the shonrtc of cigarcnes ln Uzbelisran rhar $c govcnmeflt war unlikely to mrle urydefensivc mov6 to protcct $e tobacco industry.

2' UPP ptun for TTF: UPP went tt! re.construct tbe whole plurr in sugx (by rhir thcysceoed lo rncan rhc roral repracemenr of art thc e{inrn11 not necsssariry *ort in g,;i4idi;;
UPP w<'rrrld wish to usc altripment frotn 8lT ro proaucc trigtr gurlity, intern'arionat sra-ndard cigrranasas soon as possiblc' UPP noted thrt BAT should treat TTI ; rheir own, pmposing thc insallrrtonof a deputy trr Md'rmudov and scnding Mahrnudov on a @urss f$ a ye' or two.

3' PCI discusslon documcnl: uPP nerc tale[ urough the discusslon documenr. upp hadno major ditficulty in accegting thc discussion documcnr.Jlong a. the future handling of rawrratcrials was addrcsscrl.

4' ATF/PMI: BAT toor thc rrpponunity io strass r}at ATF's intcrqst had o bc driven byPMI, that TTF would only cver be reercd as a .sirellirc manufrcturing-tii;;; rhat ATF/pM couldnot' givcn the level of rleir invqstmanl ar ATF, contcmplate the lwd if inr.stment bcing cnruidetedby BAT.

C. Iltecrlng ut TTF on Tlrurrday l3th Jonunrr, I994 ut l600hrs.

Present: Mollnudov, Ryhatov, llsmanov (TIF): IJrnaaov (ltpp); Rowlands-Rees, ItopHns, Lloutyt(BAT): wclls (Schralcrsl.

l' Generat position: Mahmudov wa< fairty hosrile noring that he had ya to receivc eirhcra Fnxluction proposal or I pnrprsal lbr t}e urding or imponod Uir*,i", rr,llancr bs had wanrclby 5rlr January. He fert tiar rhc uzbck rohacco iirdurrry , immoj,jaro p;;t.; wls rhc nising ofTTf 's produaion, ntrt r.levelopmenr elscwhorc in rhe Iniusrry "hich d;;;i'medium ,.rm issuqr,and that BAT should work witjr him to ad<lress the irnmediatc problern. Morco"cr, sincc the ,reccnl
radio programme" lthe interview by Ma. Mahnuttow?.J he hai rccei";i;;;ph;", cells fr.m lwo ofBAT's comperitors.

2. Discutsirrn documenr:
(a) 

.Technlcal conPonenl!: fiF were concerned to keep rhe papirossi oporatkrn hecause o[ rhcirperception of dcmand t'or rhe producr. In addirton, ar rha pipi^,sii rarrrrnJrrere over & ycrn ordit was g111ug6t that dre cq,uipment would frll .aiart if rn".d. M.hrnuJor *-too to see BAT,seconomic casc againsr papirossi as soon &s possible,

P .Spgrc ponl: Mahmudov ilscrrcd thal he had already providd BAT wirh r list. Hc doubrcdthat I htldget of tlSSl nrillitrn would. be rdegulc es his miin necd was clectronic rrrJrer than

ilffi;Tlf, 
pa*s, he susgesrcd thar ail or somc of rhis mrrney mighr he t.rr"irp.nr huying new

(c) Raw marcrials.' Mahmudov essertcd that hc had providcd BAT with a lisr alrcady. Histno'qt pretsing nceds were for acetatc tiltcr.r, wrapp3rs, polypropylcne and cdlolhane - the rest hecould obrrin for himsclf.

(d) Impuo on copacity" Maimu<Jov wanted to know to what levels hc a;uipment set ou. in
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t l tc discussion documenf would ruise caprciry - t0 bi l l ion by the end of 1995 bul ro whrr by thc cnd
of ,l99a7

@ Bruntlt: Malrnudov was panicularly rrcncernod rhorrr the lack of prgposals for hrands in thc
di$cursicrn documcnt. He was Jcsr interestcd in the producrionof Uzbekisian.t6-d,o6 intcresred
in thc developmcnt of r new local hrand. suggesting tlat BAT coulrl benefir frorn the *ort atr.arty
dttne by TTF on this a few ycani ago (Amur flmori Tash*eru). BAT un<lcnrxrl to crrnsider some
fu rtber packaging mocl-ups.

3. Usmunovt! covering protml: Usmanov presciled a draft protocol tp cover thediscussion document in which it wes tmphrsized r}rrt rhe iniormation in rhe discussion documcnl was
ut indienable pan of an overall plrn for the reconstructlon of TTF end rhat sgrccrncnt on 1;e rupply

:L.1i:.r'trenr 
- prlncipdly, rlrt Ma}mudov wourd nccd to .,me ro il" uK ro inrp."t'f!

e{ulpmenl.

4' BAT's prnition: BAT stressed rhat in thc interesu of spced the goal ,rar rg kecp drePCI proposal at .simple as.possiblc s. thrt its ohligarions under rhe MoU qruld ni fulRltql ".q;;.U;as Jns'sihle' It w:t5 1g1.o1 that Hoplins should return on Friday morning to: rcviuw the equipmcn'tlist in morc detail: collect dtc spare pans reguesr: collcct rJre rct nr.tiiiai*'icquesq and disclose rhecapacity forccasls. BAT would revicw tle Usmanov prolncol.

D' Mettlng wilh Mrs. Gulnoru lftuhmudovrr 0a thc GXI un Fridoy l4th Januury ot llo0hrs.

Prcscnt: Molwudova (GKI); Rowlaad,s-Rees. yoblttrckayo (BAT): tAteltt (schrders)

l' R'udio Intervltrr: Mifimudova offercd us hcr re-assurance $at thc interview wEs notan lnnounccmcnt of any fortn of tcnder bnt merely 
.a speculrtion abour privarisuirn policy. 1 hJbecn intended for hroadcast solely on local Uzhek radi., and had hecn hroajcrur from Moscow withuuthcr knowledge. Thc 6Kt was aware ol dre commihenrs under rhe MoU rnd thc prorocol signcd byMr. Djur;unbekov. Morc<rver, she wa5 aware of Urc smount of uurl and rc.rourca which BATwercdevoring ro Uzbckistan. rn her view, BAT wcre the favoured pr*", i*-ii"*rrn,.

2' Soc'lal pollcy: thc imponance of social po,icy to the GKI was rwiewcd - in paniorlar, thematntcnance of the volurnc of jrrhs if not an insrrue in rtrc number, U.t.uaoui n(rtcd tlal in manyprns of dtc country the poprrhtion w1s growing rzpidly_znd unerptoym.ni*as rising, xpecially insome of rhe less popularar prrrvingq.;. rrr addirion, rhc'cxr would'pa;;i;;,;; ro sarary increascs,pensions, hcalth urd .sar'ety and othcr supFrrt scrviccs for employccs.

3' Sumurkand Region: Mahmudrrvr norqj thar rle 6Kl officc in Samarland workod cl<rselyrvith the Governor's office and wcre awlre of BAT's intcrarts. she stressed that in hcr view, rhe GXIwould be in rrrntrol trf any work in rclarirrn ro Sarnarkand Region.

4 Fixed 8"rsct vuluatio-n: it was crplained tlrat BAT wcre srrnducting a valuatiun,f theliral asser involved t" s.,Y:!.1 lobacco indusry ar promised in rhc Mou. ii wrs erptained tharBAT had hern informul by Upp lha( a commission from Upp was re"ie*in! iie ,aturri rn of ;rssesbut tlat thc GKI had trrm views on valuatirn which were not lirnitcd ro firerj assets. Ir was strcssodthat BAT'S work arosc undcr hc Mou and wrs for discu.s.cion.prrrposes onry; ii-,ra,. arso recogniscd!}a! there were other wnys of valuing rhe industry hul ncrncthcless ir rnigtrf be dccmed apprupriaetodiscuss the fircd a<sct valualion work undenakctr to tlatc.
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E. Mtrlin8 wlth Dr. Khantidov rr Upp on Flldry lrtth Janutry rt IdtEhn

freseu: Khuldov, Usnonov (Ilpp); Rowlanls-Rees (gAD: Wclts (schmde.'): Tatlana Olkhovsksya.

The meoting was held to securc Khamidov.s .rignalure to the Usrnrnov protocol. Jn the coursc of thebricf neaing, Khsmidov nored riar:

r hc sew no future /or drc production rrf pagirossi; anrJ

o hc fclt it rrac inappropriare for cigucter ro be mrnufaqurar at urgur.

I
I l, I t
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wirriJerb
lTth hnuary. 1994

Distribution: Nick Brookcs
Ncil  Bnrce-Mil lcr
Jirn Rowland.s-Rces
James Camphcll
J im Caud i l l
Andy Hopkins
James King
prul Xir lhsm
Murray Marr

David Bi.shop
Chris Dufty

Elcna Kir i l lovr

Guy Haringron
Cll irc pcarce

File: Urnpirc.
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