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the department for Enterprise

The Rt. Hon. Peter Lilley MP
Secretary of State for Trade and Industry

Department of
Charles Powell Esq . Tiadewnd Indnstry
10 Downing Street 1-19 Victoria Street
LONDON SW1 i London SW1H OET

Enquiries
071-215 5000

Telex 8811074/5 DTHQ G
Fax 071-222 2629

Direct line
Our ref 071-215"5623
Your ref PE9202
Date
October 1990

PR/X

CARROLL GROUP : USSR

You wrote to me on 22 August questioning the wisdom of
sending a letter to Mr Clarke on the lines of the enclosure
to my letter of 21 August 1990.

Although there has not been a general moratorium on
payments by the Soviet Union, their economy remains in a
parlous state and debts have built up to the UK and
elsewhere. ECGD has therefore in effect frozen new cover
on larger project business wherever possible.

It could therefore prove embarrassing if Carroll’s switched
their sourcing to the UK only to find that ECGD support was
not forthcoming.

Mr Clarke’s letter did not call for a reply and we believe
it would be best if one is not sent.
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AThe National Archives

DEPARTMENT/SERIES

PIECE/ITEM
(one piece/item number)

Date and
sign

Extract details:

fomell 5 WC&@QM/\D
27 AyquST (40

CLOSED UNDER FOI EXEMPTION

RETAINED UNDER SECTION 3(4)
OF THE PUBLIC RECORDS ACT 1958

TEMPORARILY RETAINED

MISSING AT TRANSFER

NUMBER NOT USED

MISSING (TNA USE ONLY)

DOCUMENT PUT IN PLACE (TNA USE ONLY)




Instructions for completion of Dummy Card

Use black or blue pen to complete form:.

Use the card for one piece or for each extract removed from a different
place within a piece.

Enter the department and series,
eg. HO 405, J 82.

Enter the piece and item references, .
eg. 28, 1079, 84/1, 107/3

Enter extract details if it is an extract rather than a whole piece.
This should be an indication of what the extract is,

- eg. Folio 28, Indictment 840079, E107, Letter dated 22/11/1995.
Do not enter details of why the extract is sensitive.

If closed under the FOI Act, enter the FOI exemption numbers applying
to the closure, eg. 27(1), 40(2).

Sign and date next to the reason why the record is not available to the
public ie. Closed under FOI exemption; Retained under section 3(4) of
the Public Records Act 1958; Temporarily retained; Missing at transfer
or Number not used. '
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the department for Enterprise

The Rt. Hon. Peter Lilley MP
Secretary of State for Trade and Industry

Department of

Charles Powell Esq Trade and Industry

Private Secretary to the 1-19 Victoria Street
Prime Minister London SW1H OET

10 Downing Street, Enguiries

LONDON 071-215 5000

SW1A OAA Telex 8811074/5 DTHQ G

Fax 071-222 2629

Direct line
Our ref 071-215 5623
Your ref PE1ASV
Date

Q August 1990

Dears  (nandas

You asked for advice and a draft reply for the Prime
Minister to send to Mr Anthony Clarke of the Carroll Group,
who wrote to her on 19 July about the British-Soviet Trade
Centre.

Carroll clearly took the hint in the Prime Minister’s
previous letter that we were becoming concerned about
suggestions that the company may be considering the
appointment of non-British companies to build and run the
Trade Centre. Their letter contains a carefully documented
record of their attempts to keep the project British. The
French are certainly front-runners at present, but British
contractors and bankers could still, perhaps, be persuaded
by Carroll that they should take the initiative and become
more involved in this project.

Officials here have discussed the project with Carroll, to
judge how far they are towards awarding the construction
contract to the French, and with the two British
organisations closest involved in the project, Midland
Montagu and Taylor Woodrow, both named by Carroll in their
letter.

It is clear from our discussions with Carroll that they are
very impressed with the French construction company
Bouygues, who are looking for new projects in the Soviet
Union following the completion of current work in Moscow.
But they have not yet committed themselves to appointing
Bouygues. Taylor Woodrow have told officials that, rather
than seeing themselves in the subordinate role envisaged by
Carroll, they are still very keen to act as main
contractors or project managers. We understand that they
are prepared to continue negotiating against Bouygues, whom
they believe will tempt Carroll with a low initial price
and make them pay dearly later if chosen.
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the department for Enterprise

The key question currently affecting the project, however,
is finance and here we must take account of course of the
Soviet request this week for what is, in effect, bilateral
debt relief, ie long-term HMG finance so that outstanding
short-term debts to British companies can be paid. Carroll
originally asked Moscow Narodny Bank to prepare a financing
package which would have the approval of ECGD and the
Soviet Bank for Foreign Economic Affairs (Vneshekonombank -
VEB). MNB failed as the latter were only willing to give
very limited support. (Effectively, if the project earns
hard currency VEB will guarantee its transfer to the West.)

Both ECGD and Coface (ECGD’s French equivalent) have stated
that under these circumstances they could only offer a
limited guarantee to banks which would mirror VEB’s
obligations. Thus the banks would have to accept certain
commercial risks themselves.

Carroll retain Midland Montagu as their corporate financial
advisers but have not invited them to prepare an
alternative financial package. Midland Montagu have told
officials that they would be prepared to consider doing so
if invited, but only if ECGD would give an unconditional
guarantee of the financing to the bank.

We believe that Carroll have had discussions with the
French bank Credit Lyonnais who appear to have expressed a
willingness to support financing for the project with only
partial guarantees from Coface. It is unclear whether any
British bank - apart from the London branch of Credit
Lyonnais - would be willing to do so. Banks are likely to
require some persuading in view of the current Soviet
economic position and the level of outstanding debt.

In spite of all this, we believe that there is still room
for negotiation with British companies, provided that they
can match the financing package which the French are
allegedly prepared to offer. we have therefore recommended
to Carroll that they have discussions with all potential
British participants, to see to what extent British
interest can be kept in the project. Given the debt
problems, however, we believe that the Prime Minister
should not give any hostage to fortune to Carroll in
relation to ECGD support.

I attach a draft reply for the Prime Minister to consider
sending to Mr Clarke.

I am copying this letter to Richard Gozney (FCO) and
Malcolm Stephens (ECGD).
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DRAFT REPLY FROM THE“PRIﬁfjﬁiNiSTER TO%THE'CARROLL GROUP
,iﬁ \ ‘1 : : i ;»5 K
Th;hﬁ‘;od for your letter of 19 July about the British7éoviet

“Trade Centre and for writing in such detail about your efforts
to find British hotel and construction companies to s&vork on the
project.) /

AD “

" As ithEe said before, this is an important project which, if it
is completed successfully, should do much to e/hance the standing
in the Soviet Union of the organisations assogciated with it. iQ =
continue& to hope that they will be British ¢rganisations. My
officials have spoken to Taylor Woodrow and understand that they
are still keen to act as main contractors or project managers.

"R LA /

ﬁ‘appreciate\that arranging the necessdry finance will be

difficult and will of course reflect#fhe develeoping economic

position. ECGD, like other export credit agencies, could
/

consider offering loimited guarantegs to banks to reflect any
/l

limited guarantee given by Vneshekonombank. This would mean
that the banks would have to take certain Soviet risks. -“I—think™

it would be useful if you could a#sess whether banks in London

(British and non-British) would ﬁg willing to take such risks.
//

/
|
|

I would suggest therefore that fou take an early opportunity to
explore further with contractoré and bankers in London their
willingness to put together a dbmpetitive British package for the
project and that you continue fo keep in close touch with the

Department of Trade and Industry and ECGD.

=







10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary Yakr 21 Sguly=1990

I attach a copy of a letter the Prime
Minister has received from Mr. Anthony
Clarke, of the Carroll Group of Companies.

I should be grateful if you could
provide a draft reply for the Prime
Minister's signature, to reach me by Monday
6 August please. I am copying this
correspondence to Richard Gozney (Foreign and
Commonwealth Office).

CHARLES POWELL

Martin Stanley, Esq.,
Department of Trade and Industry




CARROLL GROUP OF COMPANIES

Anthony R Clarke ACA ACIS

Chief Executive

The Rt Hon Margaret Thatcher MP CARROLL HOUSE

Prime Minister 2-6 CATHERINE PLACE
10 Downing Street WESTMINSTER

London SW1A 2AA LONDON SWIE 6HF
‘Telephone 01-828 6842
Facsimile 01-821 0670
Private Telephone 01-630 5869

19 July 1990 Private Facsimile 01-931 7603
Telex 893765 CARGRP
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Mr Gerald Carroll has asked me to write to you as he is currently
abroad on business.

You may recall we met in February this year when Mr Carroll and I
came to discuss the project with you. We also have both seen your
letter of 22 June 1990, which Sir Anthony Garner showed us.

We would both like to add a personal word of thanks for all the
support you have given us in this venture and in particular for
making the time in your very busy programme to join us for the
presentation of the designs for the new British Trade Centre to the
Moscow City authorities.

You mentioned that you hoped the Centre would continue to have a
British element. So do I. This whole project is British in its
conception. All the professionals involved in the planning and
pre-construction stage - the architects, the engineers, the hotel
consultants, the quantity surveyors and the letting agents are
British firms, our financial advisers are Midland Bank plc.
Together they form an impressive body of British expertise, each
holding a leading international position in their own speciality.
our hope was that this would lead to the appointment of a British
hotel operator and a British construction company - as well as and
perhaps most important of all - to a Centre filled with British
firms.

I thought, therefore, that you might like to glance at the enclosed
confidential internal note which sets out the process we have been
through for the selection of the hotel operator and contractor. It
does not make happy reading in terms of the competitive position of
British industry in this specialised sector of the Soviet market.
Nor, I must say, has that position been helped by the very cautious
stance of the Export Credit Guarantee Department. In consequence,
we have now reached a position in which it seems probable that the
hotel operator will be American and the contractor may be French.

PR (o) 5 ) o8




CONTINUATION SHEET

2
The Rt Hon Margaret Thatcher MP

19 July 1990

It remains to be seen whether the combined construction and finance
package which the French will offer in support of a French
contractor will be good enough to bring the project to fruition,
but - I have to tell you that both they and the Americans are,
without commitment on our part, already putting substantial
resources into the preparatory work on a totally 'risk' basis.

whatever the outcome of the competition for the construction and
hotel element, I shall still regard this as a British Centre and I
hope it will be filled with British firms doing profitable business
with a revitalised Soviet Union. There is a long hard road for us
- and even more for the Russians - before we can reach that
position. I can only assure you of my personal resolve that we
should reach it. If there is to be Western economic support for
the Soviet Union, it will have to be given practical effect by the
work of individual Western businessmen and among the first things
they need is good office, hotel and living accommodation in Moscow.

We have staked a substantial amount of Company money on the attempt
to provide this over the past two years and, despite the refusal of
officials in the Department of Trade and Industry to continue with
a second tranche of funding under the Overseas Projects scheme, we
shall continue to put Company resources behind it during the next
critical stage. I believe we can pull it off. If we can, the
material return to Britain will be substantial and I hope we can
count on your continued support.

Mr Carroll and I would be happy to meet with you again and review
the current state of affairs of the project should you consider
this to be worthwhile.

Thank you again for all your help and support.

OQVS S hca—éi

s L

Anthony R Clarke




BRITISH SOVIET TRADE CENTRE

This is a summary of the procedures wused and dates of
implementation leading to the recommendation of hotel operator and
main construction contractor. Throughout this period advice was
given by the following consultants:

HOTEL OPERATOR CONSTRUCTION CONTRACTOR

Pannell Kerr Forster Balfour Beatty
Samuel Montagu Midland Montagu
Moscow Narodny Bank
Ove Arup
Davis, Langdon Everest
Fitzroy Robinson
Deloitte, Coopers & Lybrand
Ernst & Whinney
Slaughter & May

HOTEL OPERATOR

Negotiations with Trust House Forte and Hilton International (Ladbroke)

commenced in November 1989, following recommendations of our Hotel
Consultant concerning the necessary quality of the hotel operator to
secure the investment. PBoth THF and Hilton confirmed that they were
already in negotiation for other hotel projects in Moscow as Joint
Venture equity partners. The British Soviet Trade Centre would have to
take second place to their own projects. Nevertheless, THF agreed to
provide us with commercial terms for the management contract, but these
were much less attractive than those proposed by another international
operator. We therefore agreed to negotiate the terms of a contract with
this company.

CONSTRUCTION CONTRACTOR

1. In June 1989 Balfour Beatty commenced discussions with Carroll's
consultants Ove Arup, Fitzroy Robinson and Davis Langdon & Everest.
Balfour Beatty proposed to give the Carroll Design team advice on
buildability and contracting alternatives.




September/October 1989

Meetings were held with Deloittes, ECGD (24th October), Midland
Montagu and Moscow Narodny Bank. From these meetings the following
criteria for raising the necessary finance were determined:

a) an internationally experienced Western contractor

b) a fixed price, turn key contract

c) a maximum amount of export credit

d) 100% financing for the construction contract, the credit and
construction agreements to be closely linked

As regards ECGD, their requirement for offering export credit
guarantees was either a full guarantee from the Soviet Foreign Trade
Bank, or alternatively (and with some difficulty and delay) a project
finance guarantee with specific performance undertakings from an
acceptable Soviet entity. Separately, political risk cover could be
offered to banks willing to take the commercial risk.

2nd October 1989

Taylor Woodrow offers to execute a lump sum contract if Balfour
Beatty drops out.

6th November 1989

Balfour Beatty is recommended by Carroll to ECGD as the nominated UK
contractor

17th November 1989

ECGD confirms they will only accept the Soviet Foreign Trade Bank, or
a comparable Soviet Government organisation as borrower or guarantor.

lst December 1989

Balfour Beatty declines to offer a fixed price turnkey contract
because of subcontractor and Soviet market risks which they are
unable to take.

DTI proposes that Taylor Woodrow be asked to take over Balfour
Beatty's role. Taylor Woodrow invited to meet all consultants in
December.

4th December 1989

Design Package sent to Taylor Woodrow.
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January 1990

At Mossoviet's request it is proposed to draw up a short list of
contractors based on experience and commitment to project.
Proposals from several international building contractors received
directly and via Mossoviet.

February 1990

Short 1list of contractors includes Taylor Woodrow, Finnstroi,
Bouygues, Union Engineering of Yugoslavia, and Besix of Belgium. All
asked to submit budget price indications and extent of their
government export credit support. Cementation International
(Trafalgar House) declines invitation to act as main contractor, but
offered to act as construction manager and might be retained.

1l1th January 1990

Meeting with ECGD and DTI at which ECGD stated that their export
credit guarantee would be given only if the ultimate risk was the
Soviet Government, rather than the Moscow City Council.

23rd February 1990

The Anglo-Soviet Development Corporation Board meeting receives cost
and technical proposals from a short list of contractors.

ECGD requests Taylor Woodrow to discuss with them directly the
conditions for export credit guarantees.

9th March 1990

Meeting with: Board member of Taylor Woodrow International and
Carroll chief executive to discuss plan for DTI visit to USSR
postponed at their request.

12th - 15th March 1990

DTI mission to USSR (including representatives of Carroll Group)
involves discussions between ECGD and the Chairman of the Foreign
Trade Bank, who stresses his reluctance to give State guarantees for
joint venture projects, because of the potential negative effect on
Western lenders view of Soviet Government risk.

Meeting with bankers in Moscow confirms late payments on trade
credits to major Soviet trade organisations, and consequent
reluctance of bankers to lend without guarantees.

Managing Director of Taylor Woodrow is invited to view sites in
Moscow during DTI visit.




22nd March 1990

Taylor Woodrow meeting with ECGD.

30th March 1990

Short 1list drawn up of Cementation/John Brown, Davis Langdon and
Everest and Hanscomb as project managers.

12th April 1990

Bouygues of France confirms that its banks will provide loans for
85% of the Construction contract subject to Soviet political risk
guarantees, with banks taking all or part of the commercial risk.
They doubt the availability of a Foreign Trade Bank loan guarantee.

20th April 1990

Carroll requests Taylor Woodrow for an update on negotiations with
ECGD and Midland Bank. Carroll letter to DTI summarising reported
position of Moscow City Council in respect of Soviet government
guarantees.

14th May 1990

After negotiation Bouygues confirms no requirement for Foreign
Trade Bank guarantees, and financing for 100% of the Contract Price
with banks taking the commercial risk; they propose inviting the
Soviet Bank in as lender.

6th June 1990

Taylor Woodrow advises ECGD's response: " as we have already stated,
the Soviet Bank for Foreign Trade will be required to act as
guarantor. Alternative security would depend upon Soviet State
backing and/or an acceptable Western guarantor being available."
(Copy of Taylor Woodrow letter of last June attached).

22nd June 1990

The Joint Venture board met to discuss the quality of interested
contractors. Mossoviet commented that for Taylor Woodrow, the
British Soviet Trade Centre would be a "pilot project" and they had
not as yet enough experience for a major building in Moscow. The
board recommended further discussions with Bouygues, without any
commitment, and requested that Bouygues provide a full design
specification to be audited by Carroll's consultants, together with
a budget price and full financial proposals by 30th September. At
this stage the discussions with Bouygues can be terminated by the
Joint Venture unilaterally at no cost.
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YOUR REF

OUR REF
IJG/rp 6th June, 1990.

Carroll Group,
2-6 Catherine Place,
London, SW1E G6HF.

Attn: Dr. Keith Howlett: Commercial Director, Eastern Europe

Dear Keith,

re: British Soviet Trade Centre, Moscow

We refer to your letter of 20 April 1990, paragraph (c), and would advise
that we met again with ECGD yesterday 5 June, 1880 in an effort to sway
their current insistence on a "Soviet State" guarantor to the loans.

In their response to our Buyer Credit application, ECGD offer to consider
their support to a loan subject to, inter alia:-

at 1.B: "As we have already stated, Vnesheconombank will be required to
act as guarantor. Alternative security would depend upon Soviet

State backing and/or an acceptable Western guarantor being avail-
able."

In discussion, ECGD profess to be immutable on their "Soviet State" guaran-
tor policy, but do acknowledge that the ECGD charter does, in the fine
print, contain the facility for their support to be given in cases of
"economic assistance" to foreign States when politically expedient. They
further advise that the export credit agencies generally now have a common
policy of this requirement of a Soviet State guarantor, and that support
given earlier by some continental agencies on lesser guarantees is not
expected to be repeated in these current times of payment delays and diffi-
culties being experienced by many traders into the Soviet Union. Their
attitude to Soviet risk has certainly not relaxed, and has more probably
hardened, over the past four months.

In response to our Buyer Credit application, ECGD indicate supported loan
cover for:

Cont /2. .45

DIRECTORS: CG.F. HAZELL (PRESIDENT) W HOGBIN. M.A . CEng., FIC.E. (CHAIRMAN) TAYLOR
G BEVAN,BSc..CEng. . FICE. M Cé. MANAGING DIRECTOR) MY. ANGWIN, BSc.. C.Eng.. MI.C.E.. M.ASCE..
46 BNG CRAG. BSc  ZEng.. FICE, FAGS. FC. STOTT. C,gnq.AF.kEhEv.‘ s“‘s%.cé”é' OBE. B.L.MOSELEY WOODROW
NEY GUY BW.HENCRY A_JARVIS, FC10.8.
BC. RUSSELL. E. ML Stuct. €., FRS.A SECRETAAY: AR, JOHNSON FC.1.S.
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total expenditure ECGD support
by country per
our application

£m. f£m,
67 57

16.2
nil

£ 112 m. £73.2

(please note that our by-country breakdown of the €112 m. estimated con-
struction cost is, of necessity, only approximate at this stage and will

actually depend on price and delivery considerations at time of
procurement) .

We would be pleased to discuss the guarantees situation further with you,
but trust that this adequately conveys ECGD's current position for your pre-
sentation for forthcoming visit of Mrs. Thatcher to the Soviet Union.

Yours sincerely,

I.J. Greenwood







10 DOWNING STREET
LONDON SWI1A 2AA

THE PRIME MINISTER June 1990
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Thank you for your letter of 31 May about the British-

Soviet Trade Centre.

I am glad that I was able to attend your presentation at
Mossoviet on 8 June. I am sure that the event has given the
Soviets, particularly Mr. Popov, the new Mayor of Moscow, a much
clearer appreciation of your project and its potential benefits
for the business community in Moscow. I wish the Carroll Group
every success in negotiating a Trade Centre, and very much hope

that it will have a significant British participation.

Sir Anthony Garner
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the department for Enterprise

The Rt. Hon. Nicholas Ridley MP
Secretary of State for Trade and Industry

Department of

Charles Powell Esqg Trade and Industry

Private Secretary to
the Prime Minister 1-19 Victoria Street
10 Downing Street London SW1H 0ET
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Telex 8811074/5 DTHQ G
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Direct hm'071 -215 5622
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Your ref

Dae 9, June 1990
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You asked for a draft reply to the letter of 31 Mayffrom Sir
Anthony Garner, Director of the Carroll Group, about the British-
Soviet Trade Centre.

We are beginning to hear rumours that the Carroll Group may
appoint a French contractor to manage the construction of the
building. This is because it is alleged that COFACE (French ECGD
equivalent) may be prepared to provide financing without the
security of a guarantee from Vneshekonombank (the Soviet Bank of
Foreign Economic Affairs), whereas ECGD require such a guarantee
(which the rumour further suggests may not be available). ECGD
has consulted COFACE. They too would require a guarantee from
VEB if a full guarantee is sought by the French banks. A full
guarantee may not however be forthcoming from VEB. If the French
banks would wear it, COFACE would probably be prepared to
consider guaranteeing any partial guarantee offered by VEB, which
might be no more than an undertaking to transfer any hard
currency deposited at the bank by the joint venture. However, it
is doubtful whether in the current economic circumstances in the
Soviet Union such limited support from VEB, and thus the export
credit agencies, would be sufficient to encourage either French
or British banks to arrange the necessary financing.

In the apparently unlikely event that COFACE would ultimately
support unsecured credits, ECGD can see no basis upon which they
could prudently do likewise. Indeed, non-availability of a VEB
guarantee would be a strong indication of doubts about the
viability of the project.

A
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We already understand that the Carroll Group are almost certain
to appoint Conrad Hilton of the US as the hotel management
company. If they decide also to appoint a French contractor, the
British-Soviet Trade Centre would be built by the French and run
by the Americans; the only return to the UK would be a share of
the invisible earnings generated from the operation of the Trade
Centre. The prestige value of the project - which has always
been a significant factor in our and Ministers’ support - would
be largely lost. We have consulted the Carroll Group who say
that no decisions have yet been taken, nor are they likely to be
before the end of the year, when they must make up their minds to
enable site construction to start next spring.

I attach a short draft reply although in our view there is no
need for the Prime Minister to reply since the letter is
essentially one thanking her for agreeing to attend the Carroll
Group presentation in Moscow, where as you know she met the
Directors, including Mr Gerald Carroll and Sir Anthony Garner.
However, she may wish to express the hope that the project will
continue to have significant British participation.

Our usual contacts at Carroll said last week that they were
grateful for being included in the Prime Minister’s programme.
They believe that her presence and interest in the project will
be helpful in resolving some of the difficult decisions which lie
ahead.

I am copying this letter to Richard Gozney (FCO).
%(/"(W

b Tl

BEN SLOCOCK~
Private Secretary
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DRAFT LETTER FOR PRIME MINISTER'’S SIGNATURE

Sir Anthony Garner

Director

The Carroll Group of Companies
Carroll House

2-6 Catherine Place

London SW1E G6HF

Thank you for your letter of 31 May about the British-Soviet

Trade Centre.

I am glad,—after—your-helpful~briefing-eartier—in-the.-year, that
I was able to attend your presentation at Mossoviet on 8 June. I
am sure that the event has given the Soviets, particularly &he-
new-appoimrtments—at—Mossoviet—ineluding Mr Popov, the new Mayor
of Moscow, a much clearer appreciation of your project and its
potential benefits for the business community in Moscow.,

¢ SR~

I wish the Carroll Groupﬁéuccess in negotiating a Trade Centrgﬂ

wwhicq“will have a significant British participation.

e %ﬂ%qu ek W
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CARROLL GROUP OF COMPANIES

Sir Anthony Garner
Director

CARROLL HOUSE
2-6 CATHERINE PLACE
WESTMINSTER
The Prime Minister. LONDON SWIE 6HF
10 Downing Street, ‘Telephone 01-828 6842

- Facsimile 01-821 0670
London SW1A Z2AA. Telex 893765 CARGRP

I'5Ehe June 19905

I am writing, on behalt ot Gerald Carroll and
all at the Carroll Group concerned with the
proposed British-Soviet Trade Centre, to thank
you so much ftor your support at the presentation
in Moscow to Mr. Popov and his colleagues.

It was a valuable opportunity for us to show

the model and the plans to our Soviet joint-

venture partners and your general support for
the project and your presence there was very

important and much appreciated.

Artter you lett we had a very usetful discussion
with Mr. Luzhkov, the President otf the Moscow
City Executive Committee, and his otfticials.
We discussed a number ot outstanding issues
where decisions and action by the Soviets

are required and he otfered to assist directly
in trying to iron out the problems.

Thank you again for your help and support and
congratulations on a very successful tour.

Sir Anthony Garner.

_,f””””””ff
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Foreign and Commonwealth Office

London SWIA 2AH

6 June 1990

enclose two letters that we have received from

Charles Powell at Number 10 attaching ones to the
Prime Minister concerning trade with the Soviet Union.

17
matter
you to
if you
As you

am informed by officials here that the subject
of both letters is more appropriately one for
deal with, and I should therefore be grateful
would provide Number 10 with draft replies.
will see, you have already been sent copies

of both letters.

I

have informed Number 10 of this transfer.

(Neal Hammond)
Assistant
Private Secretary

Ben Slocock Esq
PS/Secretary of State
for Trade and Industry
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Simon Gass, Esq.,
Foreign ang Commonwealth Office.




CARROLL GROUP OF COMPANIES

Sir Anthony Garner
Director

CARROLL HOUSE
2-6 CATHERINE PLACE
WESTMINSTER
LONDON SWIE 6HF
Telephone 01-828 6842
The Prime Minister Facsimile 01-821 0670
10 Downing Street Telex 893765 CARGRP
London SW1A 2AA

31 May 1990

I am glad to report that good progress has been made since you
kindly wrote last January to the Soviet Prime Minister regarding
the British Soviet Trade Centre in Moscow. In addition to the site
for the main development, we have now agreed a site for the
residential development and the Joint Venture has been formally
registered by the Soviet Ministry of Finance.A venue for the
headquarters of the Joint Venture is currently under negotiation.

We are all looking forward to your visit to the presentation which
the Carroll Group is making in Moscow on Friday, the 8th of June,
We have prepared for the presentation a range of high-quality and
detailed plans, together with a scale model of the proposed Trade
Centre on the 1905 site. Our team in Moscow will include Gerald
Carroll, Sir Curtis Keeble, a Director of the Carroll Group and a
former Ambassador to Moscow, Dr. Keith Howlett, the Chief Executive
of the Joint Venture and myself. The presentation, as you will
know, is to be made to the Mayor of Moscow, Mr. Popov, and to
senior officials of the Moscow City Council.

In spite of the present fluid situation in Russia, Gerald Carroll
and the Group are ‘continuing to take a longer term view and are
anxious to get ahead with further detailed planning and
negotiations. For this reason we much appreciate your continuing
support and your presence at the presentation will be very
important so far as future negotiations with the changed personnel
in Moscow are concerned.

We have, of course, kept the DTI, the Foreign Office and the
Embassy closely in touch with the developments. All have been most
cooperative and Sir Rodric kindly called on Mr. Popov recently to
brief him on the project. Our understanding from our Soviet Joint
Venture partners is that the Mayor is fully supportive of the
project.




Continuation Sheet

The Prime Minister

31 May 1990

Dr. Howlett is today preparing for the Foreign Office a full report
on the current situation so far as the project is concerned and no
doubt they will be letting you have a brief. Please let me know if
there is any further information which you require.

We look forward to seeing you in Moscow and thank you again for

o LT B

your support.

Mw

SIR ANTHONY GARNER

//
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From the Private Secretary”

pon

()

«jﬂ/ 31 May 1990

I attach a copy of a letter the Prime
Minister has received from Sir Anthony

Garner, Director of the Carroll Group of
Companies.

I should be grateful if you could
provide a draft reply for the Prime

Minister's signature, to reach me by Thursday
14 June please.

Would you please co-ordinate your reply
with Ben Slocock (Department of Trade and
Industry) to whom I am also copying this
letter and enclosure.

(C. D. POWELL)

Simon Gass, Esq.,
Foreign and Commonwealth Office.
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T am glad to report that good progress has been made since you
kindly wrote last January to the Soviet Prime Minister regarding
the British Soviet Trade Centre in Moscow. In addition to the site
for the main development, we have now agreed a site for the
residential development and the Joint Venture has been formally
registered by the Soviet Ministry of Finance.A venue for the
headquarters of the Joint Venture is currently under negotiation.

31 May 1990

We are all looking forward to your visit to the presentation which
the Carroll Group is making in Moscow on Friday, the 8th of June,
We have prepared for the presentation a range of high-quality and
detailed plans, together with a scale model of the proposed Trade
Centre on the 1905 site. Our team in Moscow will include Gerald
carroll, Sir Curtis Keeble, a Director of the Carroll Group and a
former Ambassador to Moscow, Dr. Keith Howlett, the Chief Executive
of the Joint Venture and myself. The presentation, as you will
know, is to be made to the Mayor of Moscow, Mr. Popov, and to

senior officials of the Moscow City Council.

In spite of the present fluid situation in Russia, Gerald Carroll
and the Group are continuing to take a longer term view and are
anxious to get ahead with further detailed planning and
negotiations. For this reason we much appreciate your continuing
support and your presence at the presentation will be very
important so far as future negotiations with the changed personnel
in Moscow are concerned.

We have, of course, kept the DTI, the Foreign Office and the
Embassy closely in touch with the developments. All have been most
cooperative and Sir Rodric kindly called on Mr. Popov recently to

brief him on the project. Our understanding from our Soviet Joint
Venture partners is that the Mayor is fully supportive of the

project.




Continuation Sheet

The Prime Minister

31 May 1990

Dr. Howlett is today preparing for the Foreign Office a full report

on the current situaticn so far as the project 1s concerned and no
doubt they will be letting you have a brief. Please let me know if

there is any further information which you require.

We look forward to seeing you in Moscow and thank you again Eon
your support.

SIR ANTHONY GARNER

g
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April, 24, 1990

/

AL i P

First of all may I say very many thanks for your letter oﬁ/%T//
April 1990 which awaited me upon my return to Carroll House
this week.

We are pursuing vigorously the final formulation exercises for
the Anglo Soviet Trade Centre Towers Complex. I am placing a
heavy emphasis on a high standard of presentation material so
that the Moscow authorities will have a clear indication of our
aims and ambitions for the development project. The June
presentation is the culmination of a huge amount of hard work
by all concerned.

I hope that you will be able to visit us when we are in Moscow
in June.

I thank you for your support and help.

GERALD J. H ARRROLL

/
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THE PRIME MINISTER 11 April 1990
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4 I thought that you might like to have the enclosed copy of
Mr Ryzhkov's reply to the Prime Minister's letter of 22 January
about the British-Soviet Trade Centre project in Moscow,
although I know that Department of Trade and Industry officials

have already sent your office an advance copy.

No doubt you will continue to keep officials closely

informed of progress in this important project in the run-up to

the Prime Minister's visit to the Soviet Union in June.

G.J.H. Carroll, Esq.
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the department for Enterprise

The Rt. Hon. Nicholas Ridley MP
Secretary of State for Trade and Industry

Department of
Charles Powell Esqg Trade and Industry
Private Secretary o
10 Downing Street ' 1-19 Victoria Street
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Enquiries
SR ZEN 01-215 5000

8811074/5 DTHQ G
01-222 2629

Direct line
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Your ref
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2155622
PE5AKY

9 april 1990
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Thank you for your letter of 27 March, enclosing a copy of
Mr Ryzhkov’s reply to the Prime Minister’s letter of

22 January about the Carroll Group’s project to construct a
British-Soviet Trade Centre in Moscow. I attach a draft
letter which you might like to send to Mr Gerald Carroll,
Chairman of the Carroll Group, formally providing a copy of
Mr Ryzhkov’s reply (officials here have already handed over
an advance copy).

Although much of Mr Ryzhkov’s letter appears discouraging,
it has helped usefully to clarify a number of points,
notably the non-availability of the Marshal Zhukov site (in
the Serebryannyi Bor region of Moscow) for the residential
block. The Carroll Group will now pursue alternative
options, initially from those already offered to them by
the Moscow City Council, one of which at least may prove
acceptable.

As far as the offices for the joint venture are concerned,
Carroll remain hopeful, despite what Mr Ryzhkov says, that
they will be able to secure the use of 18 Chekhov Street.
The building is only partly occupied and in need of
renovation; Carroll are optimistic that they will be able
to negotiate a satisfactory agreement with the present
tenants, the Soviet Council of Trade Unions. Sir Curtis
Keeble, former British Ambassador to the Soviet Union and
adviser to Carroll, accompanied my Secretary of State to
Moscow last month, maintaining the high profile of the
project and the political weight behind it. On the other
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the department for Enterprise

hand, it is our view that there is little to be gained from
extending the Prime Minister’s correspondence at this
stage; Carroll accept this and acknowledge that it is now
for them to advance negotiations in the wake of the support
lent by her letter to Mr Ryzhkov.

You asked, in your letter of 22 January for suggestions of
ways in which the trade centre project might be associated
with the Prime Minister’s visit in June. We are
considering this further with the Foreign and Commonwealth
Office and will offer advice in due course in the context
of all proposals - commercial and other - for her
programme.

I am sending a copy of this letter to Richard Gozney
(Foreign and Commonwealth Office).

p AL
[ Lt

BEN SLOCOCK

Private Secretary

A

&

Recycled Paper




DRAFT

G J H Carroll Esqg

Chairman

The Carroll Group of Companies
Carroll House

2-6 Catherine Place

LONDON

SW1E 6HF

01-215 4814

April 1990
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I thought that you might %ﬁﬁe to have the enclosed copy of Mr

Ryzhkov’s reply to the P;éme Minister’s letter of 22 January
/

about the British-Sovigt Trade Centre project in Moscow,

although I know that/DTI officials have already sent your

office an advance
No doubt you will continue to keep officials closely informed

of progress ip this important project in the run-up to the

Prime Minis¥er’s visit to the Soviet Union in July.
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Unofficial translation

Moscow, March

Dear Prime Minister,
hoo

Thank you for your letter of January 1990. I share your
view that creation of the British-Soviet Trade Centre in Moscow
could become an important event in the development of trade and
economic ties between our two countries.

I was informed that the Moscow City Council offered to
the Carroll Group five sites for the construction of the
living quarters, as well as the choice of three options for the
offices of the joint Soviet-British venture, which will be
building and than running the Centre.

As far as the site at Marshal Zhukov Street’ in Serebryannyi
Bor is concerned, it has already been allocated to another
organisation for the construction of a hotel with a health sport

centre.

The building at 18, Chekhov street, which you also mentioned

iﬁ your letter, belongs to the All-Union Council of Trade Unions
and is occupied by several public organisations. The AUCTU does
not agree to vacate it.

Nevertheless, the Moscow City Council is prepared to
continue its discussions with Carroll Group with the aim of
finding some mutually-acceptable options for the location of
the living quarters and offices of the joint venture. I hope
that with the appropriate flexibility on both sides the

solution necessary will be found.
With respect and best wishes,

N. Ryzhkov

Chairman of the USSR
Council of Ministers




MockBa, Z& mapra 1990 r.

Ypakaemasa rocnoxa IlpeMbep-MHHHCTD,

bnaroaapw Bac 3a Bame miicbMo oT 22 fHBapa 1990 r. Pasgensw
BblpaxeHHOe BamMu MHeHHe, 4yTO co3gaHHe bpuraHo-CoBeTCKOro Topro-

BOro 1LleHTpa B MoCKBe fIBUJIOCH G6bl BakxHbIM COOBITHEM B pa3BHTHHU

TOProBO-3KOHOMHYECKHX CBA3EH MexJIy HamMMH CTpaHaMH,

Hacko/Jbko A HHPOpPMHPOBAH, épuTchxoﬁ rpynne KoOMNaHWMH
"Kappoan I'pyn" MocropucnoJKoMoM 6bU10 INpPeAlOKeHO NMATb 3eMeJIbHbIX
YYacTKOB [Ii CTPOMTEJbCTBA XMJIOLO KOMIUIEKCA, & Takke TPH Ba-
puUaHTa pa3MemeHHA CJYxeG6HbIX IOMemeHHil COBMECTHOI0 COBETCKO-
6pUTAHCKOIr0 MpeanpuMATHA, KoTopoe OyJeT CTPOUTHL M 3IKCIUIyaTHPOBaTh

ykasaHnupii lleHTp.

YTo KacaeTcf yyacTKa 3eMIH no yaule Mapmana kAyxkosa B
CepebpanoM bopy, TO OH yxe nepejaH JApyroil opraHuM3aunuu Inojg
CTPOHTEALCTBO TOCTHHMILI C 03J0POBHTEbHBIM KOMIUIEKCOM. J3JaHue
no ynuue Yexosa,18, o KoTopoM, Kak A NOHHWMaw, Takke HIET peyb
‘B Bamen nmucbMe, npuHamiexuT BLCIIC u B HeM pa3MemeHb HEKOTOpbie
obmecrsenHbie opraHnsauuu, BICIC He pgaer corjacufa Ha ero ocBO-

60xaeHue,

Ee IIpeBocxoauTe/NbCTBY
rocnoxe Mapraper Taruep,

HBeMbep—MHHHCpr
eJIMKOOpUTaHHH

r.JIoOHaoH




2.

Bmecre ¢ TeM MOCropHcrnoJkoM roToB IpOJ0JXaTh 06CYKIEHHE

sBonnpoca ¢ "Kappoan I'pyn" ¢ ueibl MOMCKA B3auMONpHeMIEMbIX Ba-—

PHAHTOB pa3MeumeHHA XWJIOr0o KOMIUIeKCa M CJAYXeOHbIX IoMemeHMil

coBMecTHOro npeanpuATHa. llagewch, 4TOo npM Hamlexameii rMOKOCTH

¢ o6eux CropoH Heob6xomuMoe pemenue 6GyaeT HaliJeHo.

C yBaxeHHeM M HAWIYYUIHMH TOXeJaHHAMH

LWZ
H,.PvkkoB

IIpencenarens
Cosera Muuucrpos CCCP
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10 DOWNING STREET
LONDON SWI1A 2AA

From the Private Secretary

27 March 1990

THE CARROLL GROUP

I enclose a copy of Mr. Ryzhkov's reply to the Prime
Minister's letter of 22 January about the construction of a
British/Soviet Trade Centre in Moscow by the Carroll Group. I
should be grateful for advice on whether any further response
would be justified.

I am copying this letter and enclosure to Richard Gozney in
the Foreign and Commonwealth Office.

(C. D. POWELL)

Ben Slocock, Esq.,

RESTRICTED




NMnoCOJILCTBO
COKO3A COBETCKMX
COUMAJTIMCTUHECKMNX PECIYBJIUK

Mr. Charles Powell
10 Downing Street
London SW1

&

&

26 March 1990

Dear Mr. Powell,

\ -
It gives me much pleasure to enclose the reply of

Mr. Nikolai Ryzhkov, Chairman of the USSR Council of

Ministers, to the Prime Minister's letter about the British

Soviet Trade Centre in Moscow of 22 January, 1990.

Yours sincerely,

A éx?ﬁ%j 4%4’

L. Zamyatin
USSR Ambassador




Unofficial translation

Moscow, March

Dear Prime Minister,

, “‘ (’)

Thank you for your letter onZ{/January 1990. I share your

view that creation of the British-Soviet Trade Centre in Moscow
could become an important event in the development of trade and
economic ties between our two countries.

I was informed that the Moscow City Council offered to
the Carroll Group five sites for the construction of the
living quarters, as well as the choice of three options for the
offices of the joint Soviet-British venture, which will be
building and than running the Centre.

As far as the site at Marshal Zhukov Street in Serebryannyi
Bor is concerned, it has already been allocated to another
organisation for the construction of a hotel with a health sport
centre.

The building at 18, Chekhov street, which you also mentioned
in your letter, belongs to the All-Union Council of Trade Unions
and is occupied by several public organisations. The AUCTU does
not agree to vacate it.

Nevertheless, the Moscow City Council is prepared to
continue its discussions with Carroll Group with the aim of
finding some mutually-acceptable options for the location of
the living quarters and offices of the joint venture. I hope
that with the appropriate flexibility on both sides the

solution necessary will be found.

With respect and best wishes,

N. Ryzhkov

Chairman of the USSR
Council of Ministers




MockBa, /& mapra 1990 r.

YBaxaeMasa rocrnoxa llpembep-Munuctp,

brarogapw Bac 3a Bame nucemo ot 22 susapa 1990 r. Pa3sagensnwn
BbIpaXeHHOe BaMu MHEHHe, 4YTO0 co3jaHue bpuraHo-CoBeTCKOro TOpro-
BOro 1eHTpa B MoCKBe ABMWJIOCH Ob BaxHbBIM COOBITHEM B pa3BUTHH

TOProBO—-3KOHOMHYECKHX CBA3el MexJAy HamuMU CTpaHaMu.

Hacko/lbko A HHPOpMHpPOBAH, OPMTAHCKON IpyIlne KoMIIaHHA
"Kappoun ['pyn" MocropucnoJkoMoM O6bUI0 NpeAIOKEHO NATh 3eMeJIbHBIX
YYaCTKOB /JIf CTPOMTe/JbCTBA XKWIOr0 KOMIUIEKCa, a TaKxe Tpu Ba-
puaHTa pasMemeHuA CIAYKeOHBIX IOMemeHNil COBMECTHOr0 COBETCKO-
OpUTAHCKOr0 NpeanpuATUA, KOoTopoe OyaAeT CTPOUTHL M ISKCIUIyaTHpPOBATh

yKas3auuoii lleHTp.

Y10 KacaeTcAa yyacTkKa 3eMIu no yaune Mapmana Kyxosa B

Cepe6bpanom bopy, TO OH yxe nepeaaH Apyroil opraHu3aiuu Ioj

CTPOMTEJbCTBO I'OCTHHMIB C 03J0POBUTEJILHBIM KOMIUIEKCOM,., J/aHue

no ymuie Yexosa,18, 0 KOTOpOM, Kak f IIOHMMamw, TakKke HIET peyb
B Bamem mnuceme, npuHamiexuT BICIIC u B HeM pa3MemeHsl HEKOTOpbie
obmecTBenHnie opranusanuu. BICIIC ne gaer cornacus Ha ero ocBo-

6oxIeHue ,

Ee IlpeBocxoauTeibCTBY
rocnoxe Mapraper Taruep,

[ipembep-MunucTpy
BeaukobpuTanuu

r.JIoHaoH
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porrpoca ¢ "Kappoan ['pyn" ¢ neabw nomcka B3auMOIpHEeMIEMbIX Ba-—

PUaHTOB pa3MeleHnfA XHWJI0ro KOMIUIeKCa U CII},"}’r(Q()IH)IX noMemeHuin

coBMeCTHOro npeanpusatua. Hagewcs, 4TO Inpu HaIexameil ru6KoCTH

¢ obeux CTopoH HeobxoauMoe penmeHue OyaeT HalieHO.
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CARROLL GROUP OF COMPANIES

Sir Anthony Garner
Director

2-6 CATHERINE PLACE
WESTMINSTER
LONDON SWIE 6HF
: Rt ‘Telephone 01-828 6842
The BLLRe Minaster Facomite 01821 0670
10 Downing Street Telex 893765 CARGRP

London, SW1

J , ) inag CARROLL HOUSE
. .

January 22, 1990

&\ AN
D/Qa\; PJ\JM« ﬂu««w t\; m) |

First may I thank you very much for sparing time to see Gerald
Carroll, Anthony Clarke and myself this afternoon. We felt it
was a most useful opportunity to brief you at first hand on the
Moscow Trade Centre and we hope that you too found it helpful.

Enclosed, for your information, are:

(1) A folder of photographs showing designs for the Centre. One
tower will house the offices and the other the hotel.

(2) Two photographs of the building at 20 Chekhov Street which
we would 1like to secure to house the Museum of Russian
Applied Art to which Gerald referred, and also the offices
of the joint venture.

As you suggested, we will liaise closely with Mr. Charles Powell

and will be in touch with the Department of Trade and Industry

regarding our inclusion in Mr. Ridley's party during the visit to

Moscow in March.

Thank you again for writing to the Soviet Prime Minister and for
your very helpful support and encouragement which is much

appreciated.
L/(e/uu [ g ‘/”Jk

PR e

SIR ANTHONY GARNER




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

22 January 1990

THE CARROLIL GROUP

The Prime Minister met Mr. Gerald Carroll, Chairman of the
Carroll Group, this afternoon to discuss the British-Soviet
centre in Moscow. Sir Anthony Garner and Mr. Anthony Clarke were
also present.

Mr. Carroll and Mr. Clarke spoke as was expected. They were
optimistic about the project and the chance of completing it
successfully, and grateful for the help which they have received

from the DTI. But they felt that they needed to engage the
higher echelons of the Soviet Government directly, particularly
if they were to get the necessary guarantees from the Soviet Bank
for Foreign Economic Affairs. That was why they had requested
high-level intervention from the Prime Minister. The Prime
Minister said that she had, over the weekend, signed a letter to
Mr. Ryzhkov. Mr. Carroll expressed gratitude for this, but asked
whether the letter specifically requested advice on how to take
forward the matter of obtaining guarantees. The Prime Minister
said that she would arrange for our Ambassador to make this point
in handing over the letter, and ask for it to be covered in
Ryzhkov's reply. She would arrange for Mr. Carroll to be
informed of the results of the demarché.

The Prime Minister emphasised the importance of keeping this
a British project. Mr. Carroll said that the design would be
British and the interiors of the building would be prefabricated
here. He very much hoped that the hotel management would also be
British. But it was unlikely that any British building
contractor could be found with the necessary experience to
undertake the project, and he might have to look to the Finns or
the Yugoslavs for this.

Mr. Carroll mentioned that he had heard that the Trade and
Industry Secretary might be visiting Moscow in the spring. It
would be useful if this project could be raised in the course of
the visit, and a member of his Group be attached to Mr. Ridley's
party. The Prime Minister said that this certainly warranted
consideration and she would mention it to Mr. Ridley.

Mr. Carroll also asked whether it would be possible for the Prime
Minister herself to be associated with the presentation of the




’project in Moscow which was due to be made in June. The Prime
Minister said that this would have to be considered nearer the
time in the light of progress. She did not exclude it.

I should be grateful if you could arrange for Sir Rodric
Braithwaite to be instructed to make the point suggested by the
Prime Minister in handing over the message to Ryzhkov. It would
also be helpful to be advised in due course about the possibility
of associating the Carroll Group in some way with the Trade and
Industry Secretary's visit, and indeed with the Prime Minister's
own visit to Moscow and Kiev in June.

I am copying this letter to Richard Gozney (Foreign and
Commonwealth Office).

Ben Slocock, Esq.,
Department of Trade and Industry.




10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 22 January 1990

‘

You are, I know, aware of the proposals by the British
Carroll Group of Companies to establish a British-Soviet Trade
Centre in Moscow. I have been following the project with
interest, since the centre would not only provide much needed
accommodation for British businessmen in Moscow but would also, I
believe, be of great symbolic value to the development of our

bilateral trade.

The Chairman of the company, Mr. Gerald Carroll, called on
me recently to inform me about the project's progress. I
understand that it is the company's intention to make a major
presentation in Moscow in June, when they will explain in detail

the design, operation and financing of the trade centre. Before
then they hope that agreement will have been reached on a site in
the Serebrianniy Bor district of Moscow for associated
residential accommodation for businessmen and their families who
will use the centre, and on the site for the headquarters of the
Moscow Carroll joint venture organisation, for which I understand
a building at 20 Chekhova Ulitsa has been identified.




‘ I do hope that these outstanding points of detail can be
resolved quickly, to ensure the success of the company's
presentation later this year and to enable this important project

to make early progress to the construction stage.

L)k Lt d‘/OWLVJGK

His Excellency Mr. Nikolai Ivanovich Ryzhkov




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

22 January 1990

Thank you for your letter of 19 January
about the Prime Minister's meeting with the
Chairman of the Carroll Group, with which you
enclosed a draft message from the Prime
Minister to Mr Ryzhkov in support of the

British-Soviet Trade Centre project. The
Prime Minister has signed the letter. I
enclose a copy and am sending the original to
Richard Gozney, to dispatch by diplomatic bag
to Moscow.

I am copying this letter to Richard
Gozney (Foreign and Commonwealth Office).

C. D. POWELL

Ben Slocock, Esq.
Department of Trade and Industry




PRIME MINISTER

MEETING WITH STR ANTHONY GARNER AND THE CARROLIL GROUP

You have agreed to a brief meeting on Monday with Sir Anthony

Garner, to be accompanied by Sir Gerald Carroll and Mr. Anthony

Clarke, Chairman and Chief Executive of the Carroll Group. They
want to brief you on the Group's proposal to build a British-
SSXESz_EEEQg_QQQEre in Moscow, and to seek your intervention with
the Soviet Government to speed their plans. You are seeing them
at the request of the Political Office.

~—

>

The project is described in the note in the folder. It involves

S —

the construction of a twin-tower hotel and business complex in

the centre of Moscow,

S

Construction will be done by the Carroll Group and Trusthouse

Forte will probably take on the hotel management. The idea is to

Take the Trade Centre a focus for British commercial activity by
'/——\—h——.‘

providing office and hotel accommodation.

e ———————————

The Carroll Group want to be able to demonstrate that the project
has the Government's backing at the highest level, to match that

given to similar trade centres planned by other foreign

governments. There is no problem with that. But you will want

. . e G R R S . . .
to underline the importance of the project remaining, and being
seen to remain, British. There have been some signs that Carroll
may approach American or other foreign companies to participate,

in which case it would lose its British character.

Mr. Gorbachev has already described a British-Soviet Trade Centre
as "essential" when he met British businessmen at Lancaster House

~————————

in April.

Mr. Carroll has asked whether you would agree to write to the

Soviet Prime Minister about the project. Our Ambassador in

Moscow advises that this would be both proper and useful. You
— i

will find a letter for your signature in the folder. You might
show Mr. Carroll a copy on Monday.




‘ere are still problems with credit. ECGD will only provide

cover if there is adequate guarantee from the Soviet authorities.

You might remind Mr. Carroll that he has not yet put forward a

full proposal to ECGD. The sooner he does so the better.

-5
e

‘
” °

CHARLES POWELL
19 JANUARY 1990

c:\wpdocs\foreign\carroll.mrm
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The Rt. Hon. Nicholas Ridley MP
Secretary of State for Trade and Industry
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1-19 Victoria Street
London SW1H 0ET

Direct line 01 215 5622
Our ref JW5AGE

Your ref

pxe !? January 1990

dor st

The Prime Minister will be meeting Mr Gerald Carroll,
Chairman of the Carroll Group, on 22 January to discuss the
British-Soviet Trade Centre. Mr Carroll will be accompanied
by Mr Anthony Clarke, Chief Executive, and Sir Anthony Garner,
Director, who wrote to the Prime Minister on 8 November
requesting the meeting.

The company's purpose in meeting the Prime Minister will be to
seek her support for the project, to raise the question of
project financing and in particular the role of ECGD, and to
mention continuing problems over selection of two sites - for
an associated residential block for businessmen at the centre
and their families, and for the headquarters for the Moscow
Carroll joint venture - on which they will ask her to consider
writing to Prime Minister Ryzhkov. They will also want to
discuss what part the Carroll Group might play in the Prime
Minister's visit in June, and before that during my Secretary
of State's proposed visit in March. (; shall be writing
separately to seek the Prime Minister's permission for this).

The Project

I attach a further copy of the background note on the project
which was attached to my letter of 22 November 1989.

The company have completed the initial design work of the
twin-tower building; I enclose a photograph of the model.
Thé?'EEBEEE over the next two or three months to complete
negotiations with the consortium of companies which will

participate in the project. At present the front runners

appear to be Taylor Woodrow as main contractors and Trust




]

. the department for Enterprise

House Forte as the hotel/business centre management company.

All The participants would take part in a presentation to the
Soviets in Moscow in June, which the company has described as
the effective launch of the project. The company now expect

construction to commence in spring 1991.

The Prime Minister might reply by saying that the details of
her programme are still being worked out, but that if they
allow her to be present for part of the launch she would be
glad to attend.

The Prime Minister should be aware that Carroll are also
discussing the project with non-British companies. They have
argued that this is a necessary precaution to cover the event
that no British company wishes to take part on their terms.
The Prime Minister will want to emphasise that the
Government's support so far has been on the basis that the
trade centre would be built by a British company and run by a
British company. If either were not to be the case the
project would cease to have the, symbolic value which it,
currently has, and this would affect the extent of HMG's
support.

Financing

Carroll are concerned about the extent to which ECGD may back
the project. ECGD cover is available for projects in the USSR
provided that adequate backing is provided by the Soviet side.
ECGD is not prepared to cover the o eftion of projects at a
time when the internal economic position of the USSR is
huncertain. This means that the Soviets must provide a full

guarantee, or a partial one with commercial parties taking the
other risks.

——— ) ¢

The Prime Minister should advise the Carroll Group that they
must either:

a) convince the Soviet Bank for Foreign Economic
Affairs (BFEA) that it is in the bank's interest to
guarantee fully the financing of the construction of

elicit a political risk guarantee from BFEA

(covering, for example, takeover of the hotel or

blocking of funds by the Soviets) and commercial

backing by the UK banks. This means convincing them

that profits from the venture should enable the

loans financing the construction to be repaid.
h e —————

The Prime Minister could also say that ECGD still awaits a
full proposal from Carroll for the project, including the UK
contractor and hotel operator involved. It will be necessary

Y,

6o
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to evaluate the full proposal before ECGD is able to give the
full terms and cost of its support.

Qutstanding site decisions

Carroll will explain to the Prime Minister that they continue
to experience problems in obtaining Soviet agreement to the
allocation of two sites to the project. They need to build a
separate ¥eésidential bIOCk to provide accommodation of a
reasonable quality to attract businessmen and their families
to operate from the centre. They have identified the
Serebrianniy Bor district in West Moscow as the most suitable,
since many from the foreign diplomatic community are located
there. But despite continued lobbying, and letters from both
the Minister for Trade and HM Ambassador, no decision has yet
been taken.

The other site they require is for the headquarters of the
Moscow Carroll joint venture. They have chosen a prestigious
building at 20 Chekhov Street, which currently houses the
Soviet Anti-Alcohol League. They have discussed use of the
building with Professor Likhachev, Chairman of the Soviet
Cultural Foundation, who in turn has written to Mr Ryzhkov on

the company's behalf. The company would like to use one of
the wings of this building and finance the conversion of the
main part as a museum of Russian Art.

We have discussed with the company our concern about this last
aspect in case it is interQreted by the Soviets as an improper
form of inducement. The company do not believe that their
offer would be interpreted in this way, on the grounds that
the artifacts would be loaned to the museum for many years and
would be available to the public for viewing. We do
not share their confidence.

s

Carroll will ask the Prime Minister if she would consider
writing to Mr _Ryzhkoy in support of these outstanding points.
Sir Rodric Braithwaite supports the recommendation that she
should, though without making any reference to the museum. I
attach a draft reply which has been agreed with ECGD and the
FCO.

I am sending copies of this letter to Richard Gozney (FCO).

o o
é\&lsm./.

BEN S
Private Secretary
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BRITISH-SOVIET TRADE CENTRE PROJECT (CARROLL GROUP)

The brief for the Prime Minister's meeting with President
Gorbachev earlier this year mentioned this project. It ;
involves the construction of a twin-tower hotel and business
complex in the centre of Moscow, above the 1905 Street Metro
station, and a residential block in a Moscow suburb some miles
from the centre. Replying to a question put by Sir Curtis
Keeble, former Ambassador to Moscow and now an adviser to
Carroll, at President Gorbachev's meeting with British
businessmen at Lancaster House on 6 April, Mr Gorbachev agreed

that such a trade centre was "essential".

Carroll Group will lead a consortium of companies, including a
contractor (they are currently discussing with Balfour Beatty)
and a hotel management company (possibly Trust House Forte,
with whom they have been negotiating so far). They signed
last month in Moscow an agreement with the Moscow City
Association of Hotels (part of Moscow City Soviet)
establishing the operating organisation to construct and run

the trade centre.

The project has already been supported by Lord Young, during
his visit to the Soviet Union in June, and by Lord Trefgarne
at last month's UK/USSR Joint Commission. It could become a
valuable focus for British-Soviet trade. Carroll hope that
the commercial terms and prestige will attract sufficient
British companies, and the British-Soviet Chamber of Commerce,
whose premises were opened by the Prime Minister in March 1987

but are now inadequate, to relocate there.

The Carroll Group project will, however, have to compete with
other similar national trade centre projects. Although the
current scarcity of hotel and office accommodation will ensure
that some will almost certainly locate there, Carroll are
concerned that competing projects may adversely affect the

commercial return on their own project.
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Sir Anthony Garner's request that the Prime Minister should
agree to a short meeting with Mr Gerald Carroll was intended

to provide an opportunity for Carroll to be reassured that

their project has equal political support to that being given

to the Canadian and other projects. Mr Carroll is planning to
visit Moscow next month, during which he will be hoping to
persuade the Soviets to appoint senior relevant personnel onto
the board of the joint venture. The direct involvement of
such personnel in this way would help overcome the

bureaucratic obstacles which the project will inevitably face.

Any expression of support from the Prime Minister would need
to be conditional upon the project remaining, and being seen
to remain, British. Carroll have recently been tempted to
approach American, as well as British, hotel management
companies about participation in the project. We have advised
the company that it would be inconsistent with the project
being treated as a flagship for British-Soviet trade if it

were to be run by a non-British organisation.

The Prime Minister should be aware that the project is likely
to pose a problem for ECGD who will not be willing to provide
cover unless they are able to negotiate an adequate guarantee
from the Soviet authorities. The problem arises because,
under the reform of Soviet foreign trade, Soviet organisations
are now entitled to trade on their own account without a
guarantee from the State. It is a problem which will affect
all major projects with the Soviet Union, and will need to be
negotiated case by case. Last year ECGD successfully
negotiated an exceptional Soviet sovereign guarantee in
respect of a major polyethylene plant project being negotiated
by John Brown plc with the Soviet Chemical Ministry, and we
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see no reason why the Soviets should refuse a similar
concession for this British trade centre.

November 1989
DEPARTMENT OF TRADE AND INDUSTRY

JW1AEW




D‘T LETTER FROM THE PRIME MINISTER TO THE SOVIET PRIME
MINISTER, MR RYZHKOV

You are, I know, aware of the proposals by the.British Carroll
Group of Companies to establish a British-Soviet Trade Centre in
Moscow. I have been following the project with interest, since
the centre would not only provide much needed accommodation for
British businessmen in Moscow but would also, I believe, be of

great symbolic value to the development of our bilateral trade.

The Chairman of the company, Mr Gerald Carroll, called on me
recently to inform me about the project's progress. I
understand that it is the company's intention to make a major

presentation in Moscow in June, when they will explain in detail

the design, operation and financing of the trade centre. Before

then they hope that agreement will have been reached on a site

in the Serebrianniy Bor district of Moscow for associated
residential accommodation for businessmen and their families who
will use the centre, and on the site for the headquarters of the
Moscow Carroll joint venture organisation, for which I understand

a building at 20 Chekhova Ulitsa has been identified.

I do hope that these outstanding points of detail can be
resolved quickly, to ensure the success of the company's
presentation later this year and to enable this important

project to make early progress to the construction stage.







10 DOWNING STREET
LONDON SWI1A 2AA

From the Private Secretary
6 December 1989

D Nk,

You wrote to me on 22 November about the
request to the Prime Minister to meet
Mr. Gerald Carroll, Chairman of the Carroll
Group to discuss the proposed British-Soviet
Trade Centre Project. The Prime Minister has
now decided for various reasons to see him
and will do so at 1500 on 22 January. I
should be most grateful if you could let me
have briefing before then.

I am sending a copy of this letter to

Richard Gozney (Foreign and Commonwealth
Ooffice).

(C. D. POWELL)

Neil Thornton, Esq.,
Department of Trade and Industry.




MR POWELL

CARROLL GROUP

Thank you for your help allowing the Carroll Group and Tony

Garner a short meeting with the Prime Minister to discuss

their proposed British Soviet
Prime Minister has now agreed
o’clock. I assume that since
a political matter either you

(although I am happy to do so

therefore let the DTI know in

P a1l

“

JOHN WHITTINGDALE

5th December, 1989

Trade Centre in Moscow. The

to see them on (22nd Jun 3
this is a Govern rather than
or Paul will take the meeting

if you wish). Will you

order to organise a brief?
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Sir Anthony Garner
Director

CARROLL HOUSE

2-6 CATHERINE PLACE
WESTMINSTER
LONDON SWIE 6HF
Telephone 01-828 6842
Facsimile 01-821 0670
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PRIME MINISTER

Tony Garner wrote to you on 8th November, in his new capacity as
a Director of the Carroll Group. As you know, the Carroll Group are
planning to construct the British-Soviet Trade Centre in Moscow and

wanted to demonstrate that they have support from the British
Government. Following advice from the DTI, you replied on 27th
November, saying that we were asking Sir Roderick Braithwaite to

ensure that President Gorbachev is fully aware of the importaﬁce the

British Government is attaching to this project.
— —

Tony Garner is naturally very grateful for your reply, but has asked if
it might be possible for you to see Gerald Carroll very briefly. He
says that if Mr Carroll were to be able to say that he is seeing you,
this would help enormously in his discussions with the Russians.

DTI have no objections to your meeting him. Since the Carroll Grup
are major financial supporters, and you might like to do a favour to
Tony Garner, would you be prepared to see him for a brief meeting
at the beginning of next year?

o) /-'M
e
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JOHN WHITTINGDALE
30th November, 1989




CARROLL GROUP OF COMPANIES

Sir Anthony Garner
Director

30th November 1989 CARROLL HOUSE
2-6 CATHERINE PLACE
WESTMINSTER

. .. LONDON SWIE 6HF
The Prime Minister Telephone 01-828 6842
i Facsimile 01-821 0670
%gnggznlng NELEDX 'ﬁ&@%mﬁcxmmp
SW1
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Thank you very much indeed for your letter of 27th November
regarding the proposed Trade Centre in Moscow. We much appreciate
your support for this project which, as you say, offers a major
opportunity to assist the development of British/Soviet trade.

Since I wrote to you earlier this month we have been progressing
with the overall plans and are now considering, subject to progress
in the next week or so on various important matters, presenting the
detailed Strategic and Implementation Plans to the Soviets in
Moscow in mid December. Those present would include high level
representatives from the Moscow City Council and the Soviet
Ministry for Foreign Economic Relations. We understand that there
would be major coverage of this event by the Soviet media.

We had a very useful meeting this morning with Lord Trefgarne at
the D.T.I. We discussed a wide range of matters and he was very
helpful. We told him of our overall aim to keep this a British
development and discussed the need for maximum possible support for
the project by the E.C.G.D. So far as the financial foundation of
Carrxoll is concerned, we can do no more than say that our overall
financial position for this project is assured.

We mentioned the problems we are having in obtaining a suitable
prestige building for the establishment of an office for the Joint
Venture in Moscow. This would also house a collection of Russian
art which Gerald Carroll has offered to provide through the setting
up of an Art Fund valued at an initial $2 million.

Contd/. ..




Continuaton Sheet

The Prime Minister 30th November 1989

Mrs Gorbachev is closely connected with the building which was
introduced recently by Mossoviet to a senior executive of Carroll
and which would be ideal for our purpose. It would provide a
prestige headquarters and an important centre for trade and
cultural activities. We need to secure the approval of the Russian
authorities for its use by us and need your direct support in
securing it. The British Ambassador can, of course, be of much
assistance at the working level.

Gerald Carroll and all of us here at Carroll House are very
grateful for your support and that of the D.T.I. and the Foreign
Office. It is a very ambitious scheme which can only be completed
successfully with the full support of the U.K. Government.

I know that he would much appreciate the opportunity of seeing you
for a few minutes as soon as possible on one or two critical issues
which need to be overcome in the next few weeks if this venture is
to succeed. I do hope that you will be able to spare time to see
him for a few minutes.

e,

SIR ANTHONY GARNER




SIR ANTHONY GARNER AND THE CARROLL GROUP

Sir Anthony Garner wrote to me on 8th November enclosing a
letter to the Prime Minister asking if she would see Gerald
Carroll about his proposed British-Soviet Trade Centre
project. I passed the letter to Paul who asked for advice
from DTI. I now see that DTI replied to you and that the PM

wrote to Sir Anthony on 27th November.

While the PM’s letter is obviously helpful, I would ask if we
might reconsider his request for a very brief meeting. The

Carroll Group are major financial supporters of the Party and
I am sure that the PM would also like to help Tony Garner who
was for many years Director of Organisation at CCO. It need

of course only be a very brief meeting, but the project does

seem to be a prestige one which it would be worth giving full

support to in its own right.

JOHN WHITTINGDALE
29th November, 1989




10 DOWNING STREET
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THE PRIME MINISTER 27 November 1989
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4
3 Thank you for your letter of 8 November about the British-

Soviet Trade Centre to be built in Moscow.

I am well aware of this interesting project which the
Carroll Group are pursuing in the Soviet Union. I believe it
offers a significant opportunity to help the development of
British-Soviet trade, both from the commercial benefits which it
will bring through the provision of increased hotel and business

accommodation and from its symbolic value.

It is a project which is of great potential importance to
both countries. I have asked Sir Rodric Braithwaite, HM
Ambassador in Moscow, to ensure that President Gorbachev is fully
aware of the political importance the Government attach to its

successful conclusion.

I wish Mr Carroll and the company every success in their

negotiations.

Sir Anthony Garner
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BRITISH-SOVIET TRADE CENTRE PROJECT (CARROLL GROUP)

The brief for the Prime Minister's meeting with President
Gorbachev earlier this year mentioned this project. It
involves the construction of a twin-tower hotel and business
complex in the centre of Moscow, above the 1905 Street Metro
station, and a residential block in a Moscow suburb some miles
from the centre. Replying to a question put by Sir Curtis
Keeble, former Ambassador to Moscow and now an adviser to
Carroll, at President Gorbachev's meeting with British
businessmen at Lancaster House on 6 April, Mr Gorbachev agreed

that such a trade centre was "essential".

Carroll Group will lead a consortium of companies, including a
contractor (they are currently discussing with Balfour Beatty)
and a hotel management company (possibly Trust House Forte,
with whom they have been negotiating so far). They signed
last month in Moscow an agreement with the Moscow City
Association of Hotels (part of Moscow City Soviet)
establishing the operating organisation to construct and run
the trade centre.

The project has already been supported by Lord Young, during
his visit to the Soviet Union in June, and by Lord Trefgarne
at last month's UK/USSR Joint Commission. It could become a
valuable focus for British-Soviet trade. Carroll hope that
the commercial terms and prestige will attract sufficient
British companies, and the British-Soviet Chamber of Commerce,
whose premises were opened by the Prime Minister in March 1987

but are now inadequate, to relocate there.

The Carroll Group project will, however, have to compete with
other similar national trade centre projects. Although the
current scarcity of hotel and office accommodation will ensure
that some will almost certainly locate there, Carroll are
concerned that competing projects may adversely affect the

commercial return on their own project.
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Sir Anthony Garner's request that the Prime Minister should
agree to a short meeting with Mr Gerald Carroll was intended
to provide an opportunity for Carroll to be reassured that
their project has equal political support to that being given
to the Canadian and other projects. Mr Carroll is planning to
visit Moscow next month, during which he will be hoping to
persuade the Soviets to appoint senior relevant personnel onto
the board of the joint venture. The direct involvement of
such personnel in this way would help overcome the

bureaucratic obstacles which the project will inevitably face.

Any expression of support from the Prime Minister would need
to be conditional upon the project remaining, and being seen
to remain, British. Carroll have recently been tempted to
approach American, as well as British, hotel management
companies about participation in the project. We have advised
the company that it would be inconsistent with the project
being treated as a flagship for British-Soviet trade if it

were to be run by a non-British organisation.

The Prime Minister should be aware that the project is likely
to pose a problem for ECGD who will not be willing to provide
cover unless they are able to negotiate an adequate guarantee
from the Soviet authorities. The problem arises because,
under the reform of Soviet foreign trade, Soviet organisations
are now entitled to trade on their own account without a
guarantee from the State. It is a problem which will affect
all major projects with the Soviet Union, and will need to be
negotiated case by case. Last year ECGD successfully
negotiated an exceptional Soviet sovereign guarantee in
respect of a major polyethylene plant project being negotiated
by John Brown plc with the Soviet Chemical Ministry, and we
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see no reason why the Soviets should refuse a similar
concession for this British trade centre.

November 1989
DEPARTMENT OF TRADE AND INDUSTRY

JW1AEW
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The Rt. Hon. Nicholas Ridley MP
Secretary of State for Trade and Industry

Department of
Charles Powell Esq Trade and Industry
Private Secretary to the 1-19 Victoria Street
. . . e, ictona €
PXimg HinlBtey London SW1H OET
10 Downing Street Ritcuiieh
LONDON 01-215 5000

SW1A 2AA Telex 8811074/5 DTHQ G
Fax 01-222 2629

215 5623
PE2AHE

28 November 1989

1@4 Oeedos

I am replying to Paul Gray's letter of 10 November enclosing
one from Sir Anthony Garner to the Prime Minister.

Sir Anthony requested a meeting for Mr Gerald Carroll,
Chairman of the Carroll Group, to discuss the proposed
British-Soviet Trade Centre project being negotiated by the
company .

Carroll's current principal concern is the proposed Canadian
Trade Centre, which is likely to be given strong support
during Prime Minister Mulroney's visit to Moscow this week.
It has recently been announced that the Canadian project is to
be built alongside the existing International Trade Centre
(which currently houses the offices of the British-Soviet
Chamber of Commerce opened by the Prime Minister in March
1987). It is said to comprise a tower block of some 60-80
storeys and is due to .open at about the same time as the
Carroll Group project. Carroll are worried about the threat
it poses to the commercial viability of their own project.

We do not believe that the Prime Minister need see Mr Carroll,
unless she wishes to do so. We believe, however, that this
project has reached a stage where an indication of the Prime
Minister's support could be helpful in the company's
discussions with Soviet parties if they are not to lose ground
to competing projects. We understand from the company that

Mr Carroll was intending to ask the Prime Minister to consider
sending a letter of support for the project to President
Gorbachev. We agree with the FCO that such intervention would
not be appropriate. Instead we propose that our Ambassador
should ensure that Mr Gorbachev is made fully aware of the
political importance HMG and the Prime Minister herself attach
to this project. Sir Rodric might also leave behind an aide
memoire detailing the development of the project.
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I attach a background note on the project for the Prime
Minister's information. If the Prime Minister agrees to such
a message being conveyed by Sir Rodric I attach a draft letter
to Sir Anthony Garner explaining the action she has asked to
be taken.

I am sending a copy of this letter to Bob Pierce (Foreign and
Commonwealth Office) and to Gillian Baxendine (Lord
President's Office) in reply to her letter of 16 November
enclosing a letter from Sir Anthony to the Lord President
about the project.

\/M GJdor

o 15 ] Sy

NEIL THORNTON
Principal Private Secretary




CARROLL GROUP OF COMPANIES
Sir Anthony Garner
Director

CARROLL HOUSE
2-6 CATHERINE PLACE
John Whittingdale Esqg. WESTMINSTER
Political Office LLONDON SWIE 6HF
; ! Telephone 01-828 6842
10 Downing street, Facsimile 01.821 0670
London SW1. ﬁ%J@ﬂmcxmmv

21st. November 1989,
T
T)JLALJ J -£~A_

Further to our telephone conversation, I enclose as
promised two brochures recently produced in connection
with the proposed British/Soviet Trade Centre in
Moscow. These are:

1, A brochure giving general details of the
proposed development, including copies of
some relevant press cuttings, together with
information regarding the Carroll Group and
some of its current projects in the U.K.

2. A larger brochure incorporating plans and
elevations for the development.

I hope that this additional information will be

helpful and, as I said in my letter of the 8th. November,
I do hope that the Prime Minister will be able to

spare time to see Gerald Carroll

I look forward to -hearing from you and thank you
again for your help.

LA g A

s

Sir Anthony Garner.

/




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

/'/ 10 November 1989

I enclose a copy of a letter to the
Prime Minister from Sir Anthony Garner, the
former Director of Organisation at
Conservative Central Office. I should be
grateful if you could provide advice on the
points he raises, together with a suitable
draft reply for the Prime Minister's
signature. It would be helpful to have this
by 17 November.

I should be grateful if you could co-
ordinate this reply with Bob Pierce (Foreign
and Commonwealth Office), to whom I am
copying this letter.

PAUL GRAY

Neil Thornton, Esgq.,
Department of Trade and Industry




CARROLL GROUP OF COMPANIES

Sir Anthony Garner
Director

8th November 1989

CARROLL HOUSE
p e 2-6 CATHERINE PLACE
The Prime Minister WESTMINSTER
10 Downing Street LONDON SWIE 6HF
LONDON SW1 Telephone 01-828 6842
Facsimile 01-821 0670
Telex 893765 CARGRP
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Since leaving Central Office I have been working closely
with the Carroll Group of Companies. The Chairman of the
Group, Gerald Carroll, has great ability and drive and is
very much an entrepreneur. Together with a very able Chief
Executive, he has built up a familv business into one of the
largest private Groups in the UK. He is a great admirer of
yours and a good supporter of the Party.

The Group currently has a £2 billion commercial development
and investment programme underway in various locations
throughout the country, including Business Parks, Shopping
Centres, Industrial Sites etc. Mr Gorbachov visited the
Case building in our Watford Business Park. A copy of a
brochure giving details of some current developments 1is
enclosed.

Recently Gerald has been looking for investment
opportunities abroad and the Group, as you will know, is
planning to undertake the construction of a British-Soviet
Trade Centre on a central site in Moscow at a cost in the
region of £150 millions. The location is the 1905 Metro
Site and the high rise twin tower development will comprise
some 250,000 sgq ft (gross) of office accommodation and a 400
bedroom luxury hotel with conference and leisure facilities.
In addition, living accommodation is planned on a separate
site for those employed in the Trade Centre. The Scheme has
the financial backing of Midland Montagu and the Moscow
Narodny Bank, together with the Group.

This is the Group's first venture into Russia. It is a very
substantial project which has received Mr Gorbachov's
endorsement. However, as you can imagine, negotiations have
not been easy. There was considerable delay in the granting
of a suitable site by Mossoviet and it has been difficult to
get decisions. However, a Joint Venture Agreement and

/over




Continuation Sheet

Charter was signed between the Carroll Group and the Moscow
City Association of Hotels during last month's meeting of
the UK/USSR Joint Economic Commission chaired by Lord
Trefgarne. A Feasibility Study is now in course of
preparation and this will be presented formally in Moscow at
the beginning of December.

Plans are therefore going ahead with all possible speed.
Gerald's aim throughout has been to ensure that the UK is
first in the field with such a development. The Foreign
Office and the DTI have been kept fully in the picture and
both have been most helpful. Both Geoffrey Howe and Lord
Young have included it in their discussions with their
Russian counterparts.

However, we heard last week that a protocol has been signed
by the USSR Chamber of Commerce and Industry and the Olympia
and York Company of Canada for the construction of a
Commercial Centre on a central site in Moscow. A copy of a
Canadian press report about the project dated 3rd November
1989 is attached.

Gerald is naturally concerned about this competition from
Canada and the fact that it seems to have the full support
of the Canadian Government and the active backing of their
Prime Minister. He wants to keep our lead and we are
pushing ahead as quickly as possible both with interesting
and selecting a suitable hotel group and with selecting a
construction group. We would like to keep it British in
both cases and we are currently negotiating with Balfour
Beatty and Trust House Forte.

Much progress has been made already, but there are problems,
time is not on our side and we are in danger of being
out-manoeuvred. We need the continuing support and back-up
of the Government if we are to succeed.

Gerald would much appreciate it if you could spare time to
see him for a few minutes as soon as possible and before he
goes to Moscow for the meeting with the Soviets at the
beginning of next month. He really would be grateful for
your personal support in this exciting UK venture.

SIR ANTHONY GARNER




USSR: TASS REPORTS O AND Y'S PROJECT BEFORE FORMAL ANNOUNCEMENT.

The Reichmann family's OLYMPIA AND YORK Developments Ltd. is poised to build
the tallest property development in Moscow, a $300-million
office-hotel-residential complex.

The Soviet news agency Tass disclosed details of the proposed project
yesterday. O and Y spokesman Frank Ternan, in Toronto, said only the company
is exploring several real estate development projects in the U.S.S.R.,
including an office-hotel-residential complex in the capital.

A federal government official in Ottawa said Tass disclosed details earlier
than planned, a full three weeks beforne O and Y principal Albert Reichmann
and Prime Minister Brian Mulroney were expected to announce it in Moscow.
The two men, along with representatives of about 100 other businesses, are
to be in Moscow then for the inaugural meeting of the Canada-U.S.S.R.
Business Council, he said.

Reichmann is the first Canadian chairman of the council, set up in the
summer to promote business relations between the two countries. He has been
one of its driving forces.

Although a handful of other joint-venture property projects between Soviets
and Canadians are in the planning stages, federal goverment sources said
this one, with the high-profile and highly respected Reichmanns, is a
crucial step toward further opening business relations between the two
countries.

The project is said to have the full blessing of the federal government.
Ternan said O and Y is in the midst of economic and other preliminary
studies related to several real estate development projects

Federal government sources said O and Y companies Gulf Canada Resources Ltd.
and Abitibi-Price Inc. are also eyeing Soviet ventures.

Tass said O and Y's Moscow project will be 60 to 80 stories high, towering
over its other office buildings. The project would begin early next year and
open in late 1992 or 1993, Tass added.

Its foundation will be constructed by Soviet workers and the rest of the
work will done by Canadians.

The site is now an exhibition ground on the banks of the Moscow River in
central Moscow. The tower will be used for foreign businesses and contain
conference facilities, a cinema and satellite communications, Tass said.
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