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VISIT OF MR KAMENTSEV - BANEING PROTOCOL

This is to confirm that the main British banks have acceded to

the Soviet reguest that a general banking protocol should be
concluded during Mr Kamentsev's wvisit. This should be signed
this evening before the dinner belng given by Lord Young at
Lancaster House.

BECGD attended the meeting yesterday between representatives of
tha Soviet Bank for Foreign Fconomic Affairs and seven British
banks (the four clearers, Morgan Grenfell, Bank of Scotland
and Moscow Narodny). The British banks were initially
unenthusiastic as the Soviet side had not pursued the £1,000
million offgr they had proposed at the Joint Commission
meeting last October.

However, the Soviet representatives explained their volte face
by arguing that they wished to stimulate interest in bilateral
trade bafore Mr Gorbachev's wisit and an assurance of the
availabilify of credit would assist the cenclusion of some of
the El.4 billion contracts under negotiation with UK firms,
They wetr& mot, however, now seeking a commitment of a specific
fFigure and realised that several British banks have exlsting
cradit lines in place that have not been fully utilised.
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The British bank representatives present all agreed to
participate subject to the approval of their senior managemeant
and agreement on the text. Aftar discussion a Fairly

| innocuous text was agreed. This confirms the interest of
both side in arranging finance to support an increased level
of UK exports to the USSR. There 1s no mention of BCGD and
the protocol places no formal commitment on the UE banks.

The protocol sets soms gensral guidelines, several of which
show welcome signs of greater Soviet flexibility (including
the desire to set interest rates at a realistic level and make
wider use of currencies other than sterling). However it is
not intended that the protocel will be followed by a combined
UK banking line but will be carried forward by specific
credits negotiated by the individual participating banks as
business comes forward,

| In general the Secretary of State welcomes this development

{ which shows that UK banks are willing to provide finance to
support the expansion of trade with the USSR. The absence of
such an agreement might have placed UK £irms at a disadvantage
given the similar agreements already concluded with FRG,
France and Italy. However, the Soviet decision to drop the
EL,000 million figure is sensible and should halp to deflate
criticism [from the USA and elsewhere that the USSR is over-
borrowing. The more [lexible guidelines now agreed should
also help UK [irms to take advantage of the City's expertise
in this area.

!

I am copying this letter to Richard Gozney (FCO) and Carys
Evans (Chief Secretary's Office).
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JEREMY GODFREY
Private Secretary
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PROTOCOL, OF INTENT

Between the Bank for Foreign Economic Operations of the USSR

(Vneshekonombank USSR), on one side

aon the other

Taking into account the fact that the period of

operation of the permanent inter—-govermmental Soviet/British
Commission on Bhe Scientific-Technological and Commercial-
Economic Cooperation, British banks confirmed their

readinass to carry out the financing of contracts for the
export of British egquipment which might be concluded between
British firms and Soviet enterprises and organisations,

and that Vneshekonombank USSR and other interested
organisations of the Soviet Union regard this
initiative by British banks as a demonstration of
their desire to promote the development of Saviet/
British foreign economic links, and fully share that

desire,
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and that both the Soviet and tha British side are
interested that, with the aim of successful
development of the foreign economic links betwaen the
USSE and British, British manufacturers should have
equal competitive conditiens in presenting their
proposals,

The two sides intend to be guided in their mutual
relations by the following:

The costs of proposals put forward will not include
alements of the cost of credit, but the cost of credit
will be set at a realistic level. This condition doas
not exclude the granting in certain circumstancas of
special conditions which are applied in international
practice.

For the granting of credit terms as advantageous as
possible, various new forms of credit will be used,
including credits in various international currencies
and multi-currency credits, eredits with interest rates
reviewable and set at the discretion of the borrower,
and others. In this regard, the two sides take into
account the fact that ECGD is favourabley disposed
towards the introduction of such credit methods.

In the case of projects requiring repayment conditions
not conforming with those normally applicable, the two

sides will seek the possibllity of resclving the issue

in question through the use of existing market

practices, such as leasing, ancillary credits, and
others.

In the event of its being necessary for the
implementation of a deal attracting additional credits
to pay for the cash element of contracts or for local
expenditure, the two sides will make efforts to provide

such financial possibilities.
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Noting the already aexisting contacts in the fiald of
project financing in third countries, the two sidas
confirm their interest in the continuation and
devalopment of such financial cooperation under
mututally acceptable conditions.

Being in agreement that there is no necessity for the

) i k. :
signature of Tredit agreement at the present time, the

two sides are ready, if the need arises for the
signature of credit agreements in future on specific
dEasztﬂ take account of the foregoing provisions con

the organisation of financial cooperation.
This Protocol of Intent is szigned in duplicata copiles

in English and in duplicate copies in Russian, both having
equal force.

Signed in Londeon February 1989

For the Bank of Foreign
Economic Operations of the
USSE (Vneshekonombank USSR)
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FROTOCOL:. OF TINTENT

Between the Bank for Foreign Economic Affairs of the USSR
{Vneshekonombank USSR), on one side

and

Taking inte account the fact that in the period of
operation eof the permanent inter-governmental Soviet British
Commission on Scientific-Technolegical and
Commercial-Economic Cooperation, the British banks have
confirmed there readiness to carry out the financing of
centracts for the export of British equipment, which might
be concluded between British firms and Soviet enterprises
and organisations,

that Vneshekonombank USSE and other interested
organisations of the Soviet Union judge this initiative
of the British banks as a demonstration of their wish

to facilitate the development of Soviet British foreign

economic links, and fully share this wish,

that as both the Soviet and the British side are
interested that, with the aim of successzful development
of the foreign econcmic links between the USSR and
Britain, British manufacturers sheuld have equal

cempetitive conditions in giving their proposals,

The two sides intend to be guided in their mutual
relatiens by the following.




The costs of proposals put forward will not includea
elements of the cost of credit, but the cost of credit
will be set at a realistic level. This condition does
not exclude the granting in certain circumstances of
basic conditions applicable under international

practice.

For the granting of more advantageous credit
conditions, various new forms of credit will be used,
including credits in various international currencies
and multi-currency credits, credits with reviewable

paercentage rates determined at the discretion of

lander, and others. In this regard, the two sides take
into account the fact that ECeD will address itself
positively to the intreduction of such credit methods.

In the event of projects calling for conditions of
termination not conforming to those nermally
applicable, the two sides will seek the possibility of
deciding the given guestion through the use of existing
market practices, such as (leasing?), auxhilary
credits, and others.

In the event of its being necessary for the
implementation of an agreement attracting additicnal
credits for the immediate payment of part of the
contracts, or payment of local expenses, the two zides
will make efforts to guarantee such financial
possibilities.

Noting the already existing contacts in the field of
the financing of projects in third countries, the two
sides confirm their Iinterest in the continuation and
development of such financial cooperation under
mutually acceptable conditions.




Being agreed that there is no necessity of signing any

credit agreement at the present time, the two sides are

ready in the event that, in the future, signature of
credit agreements on specific deals should be
necessary, they will take into account the above
conditions for the organisation af financial

cogperaticn.

The Protocol of Intent is signed in two copies in
English and in two copies in Russian, having equal force.

Signed in Londen February 1989,

For the Bank of Forelign
Economic Affairs of the USSR
(Vneshekonombank USSR)




Mexny BEAHKOM BHEIHeIKOHOMHYECKOH OERTensHoOOTH CCCP
[ BHemaKoHOMEa HKOM CCCP), C omHOR CTODOHN

H

= . Oapyrof.

YYHTHMBAA, UYTO B NEPHOL PAatoTH MNOCTOAHHOH MERNpABHTENLOT-
BEHHOR CopeTCHO-AHCNMHECKOH KoMACCHH Mo HAYHHO-TeXHHYSCcHOMY H
TOProBO-~3KOHOMHYECKOMY COTDYIOHHUYECTBY AHTNMHACKHE GAHKM NOOTEEDOHIH
CBON TOTOBHOCTE OCYNECTBAATE (HHAHCHPOBAHHE KOHTDAKTOB HA 3IKCOCPT
AHTNMHHACKOTO O6GODYNOBAHNA, KOTOPEE MOCYT OHTh JaKNNUeHs Mexny
AHTRUACKEME $HPMAMH H COBETCKHMH NPennNpHATHAMH H OpPTadHIaALHAMH,

= 4WTro BHeESKOHOMGAHK CCCP H JOpyrie SaHHTCpoCOBaHHWE
opraHMsauny Copercroro Cow3a pacueHHBAKT 3TY HHHUHATHRY AHCNHACKHX
GaHKOB K&K NpoABJCHHE HX ¥efMaHHd COOeHCTROBATE DPAIBHTHN COBeTCKO-
AHCNMHACKHY BHCWHOSKOHOMHYEOKHX CBAZCH M MONHOCTED pasfendAxT 3TO
EaMaHHe,

= YT Kax CoBBTCEAR, TAK H GpHTAHCKAR CTOPOHA
BAHHTEPECOBaHE, 4YTofH B HenAxX YoOeEHOrO DAZBHTHA BHEellHEeIKOHOME-
YeCcKHX CcBAacH Mexny CCCF ¥ AHCAHEH, AHPNHACKHS MDOHIBOOHTENH HMen

PABHHE KOHKYDEHTHHE YCMOBHA NPH NpeaccTaBfeHidH CBOHX OpemIoseHld,

CTOPOHE HaMepeHn PYHKOBOOCTECOBATRCA B CBOHX B3aHMOOTHO=
OEHHAX CReTYOMmHM.

1. MLeds nNpencTaBnAeMuy OpenncxedHuit He GYOYT BRKIDYATE
BIEMEHTOB CTOMMOCTH KPEOHTA, & CTOMMOCThR KpPenMTa OYOeT oNpedelAThCH
Ha PEAJIHCTHYHOM YPOBHE. 3ITO AAfIoXeHHE He HCENIUAaAeT DpedoCTaBNeHHe B
QNpPeneNeHHEl CIOYHAaAX MPHMEHAEeMBX B MeEOYHADPOOHOH MNpPaKTHKE ocobhX
YVCOIIOBHHE.

{. JUIA mNpaOocTABMeHHA HAHOOMEee NbBCOTHHEX YONOBHA KpemHToR
GYOYT NPUMEHATRCA Da3NKHYyHble HOBWEe ¢$opMe KPeOHTOBAHMA, BHINYAR
KPEOHTH B PA3INEUHHEX MeXOYHAPOOHAX BAMKNTAX H MyNbLTHBANDTHLIE KPeIHTH,
KpeOHTH € [epecMaTpHBaeMci npouedHTHoll cTaBkclt © furcauuef no
YCMOTPEHHK JFaeMIHKa B Opyrie,. [IpH 3TOM CTOPOHBE YYHUTHERAWT, 4To MK
MONOEETENBHO OTHOCATCA K BHEODEHHN TAaKHX KPeOHTHEX MeTonos.




3. B cnydyae nNpoeKToBR, TDeOYNIIAX YCANOBKA NOTalleHHA,
HecoBRafapouy o oBHYHO T[IPHMOHASMBEME, CTODOHE @O¥IOYT HIBCKHBATE
BOIMOKHOCOTH papomeHHs RAHHOTD BOOpocCAa © HCNONLEICBAHHEM HMEHMHACH
phiHOYHEK $opM, TAKHX KaK AHIMHD, BCOOMOTCATENbHEE KPelNTH H OpPYTHE.

4. B cayuae HeobSXOOHEMOCTH [ONA OCYOSCTRISHHA CHenKH C
NpHENeYEeHHEeM OONOMHHTENbHeX KpengHTOR Ha onnary HAMUYHOH WaoTH
KOHTPAKTOB HAH MeCTHLN PAcKOoNoB CTOpOHM BYAYT OPEANPHHHMATE YCHIHA
ond ofecnedeHHA TakHX JHHAHCOBRX BOIMOXHOCTEH.

Fu OTMaYad yRe HMEeNIHCCH KOHTaKTH B oEnacTH
JHHEAHCHPOBAHMA MPOSKTOBR B TPEeThUX CTPaHax, CTCPOHH NOATEEPANANT
CBOW SFAHHTEPEeCOBAHHOCTh B MPOOO/KEHHH H PAIBHTHH Takoro $HHAHCOBOTD
COTPYIHHUECTEA Ha BIAHMONpHEMNEMEX YCONOBHAX.

6. BYyOy4H COCNACHE B OTCYTCTEHH HeOoOXOOHMOCTH OOOMHCERHHA
KAKOTO=THAO KPenHTHOrO COrJdmedHMA B HACTOANES BPeMA, CTOPOHH COTOBH
B CNyuYae HeoGXOMUMOCOTH MOONHCAHHA B OYOYHeM KpeddTHBRX COCMANeHRR 1o
KOHKDETHEM COefxaM YUYHTHBATE BHIEYKAIAHHHE MOMOKEHHA No OpTaHHIalldd
duHadHcoROrc COTPYOHHYECTEA.

MpoTokon © HAMEPEHHAX TMOANHCAH B IOBYX 3JIKIEMILIApAX Ha
aHrAuficEoM ® B OBYX SKICMIONADPAX Ha pycCoxHoM AAkiKE, HHMEROIHX
COHHAKOBYHD CHIY.

llognucaHo B JIoHOOHE denpana 1989 roga.

JFa BaHx BHEDHEIKOHOMHAYEC Kﬂ-ﬁ
oeaTentHooTH CCCP
| BHemaxkoHoMBauk CCCP)




