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MEMO (INFORMATION) REGARDING ISSUE OF 3-YEAR TERM SERIES 2 BONDS BY JSC “UFA MOTORBUILDING PRODUCTION ASSOCIATION” (UMPO)

Bonds (state reg.no. of emission 4-01-30132-D of 14 November 2006)

The following Memo has the information-only status and is not a document or a part of a document to be submitted to registering or other state agencies of the Russian Federation in relation to registration of stock and bonds mentioned in this memo. The basic purpose of this Memo is to give to potential investors additional information about the Issuer and to urge them to commit to socially and environmentally responsible actions with the Issuer’s bonds or the company mentioned in this Memo.

UMPO was founded in 1925 as a production of aviation engines. It also produces gas energy producing and gas pumping units, snowmobiles and other motor equipment and vehicles. Issue of the 3-year term series 2 bonds by JSC “UMPO” at total value of 4 billion Russian rubles (RUR) is due in the middle of December 2006. Organizer, underwriter and paying agent – MDM Bank, Co-organizer – Eurofinans Mosnarbank. Bonds (state registration No.4-01-30132-D of 14 November 2006) shall be issued by public subscription at the MMVB stock exchange at the price of 100% of the face-value, which is 1,000 RUR per bond.

Greenpeace Russia calls upon potential investors to carefully consider their investments into bonds of insufficiently ecologically responsible and transparent company. We offer for information the papers that contain estimates of environmental impacts and ecological ratings of UMPO.

JSC “UFA MOTORBUILDING PRODUCTION ASSOCIATION” (UMPO)

The independent environmental rating agency (ANO NERA) established by the International Social and Ecological Union, has developed environmental ratings of Russia’s largest businesses since 2001. Greenpeace Russia as a member of the Observation Council of ANO NERA helps to spread information on the companies that do not disclose environment-related information upon requests of the public. UMPO is one of such companies and in 2004 it was included into the list of Russia’s leading businesses from which each year non-governmental organizations (NGO’s) require standard and entirely non-classified information regarding usage of water, discharges of polluted effluents, general volume of air emissions, vehicle exhausts, production of waste and use of land. None of these requests has ever been answered to by UMPO, which objectively characterizes this company as insufficiently transparent. The general level of environmental transparency of UMPO determined on the basis of open source information, does not exceed 15%. Any reference to UMPO as belonging to military equipment production enterprises is entirely irrelevant because ANO NERA asks for the most general environmental statistics that under the Constitution of the Russian Federation (Article 42) cannot be classified. A good example of this is the absolutely similar in status and type of production NPO Saturn that has fully disclosed to ANO NERA and wider public all its environmental data (transparency level – 100%).

The low level of environmental transparency is quite characteristic for enterprises of the Republic of Bashkortostan that during the last cycle of environmental ratings developed disclosed only 23% of their statistics while Russia’s average data disclosure level for the machine-building industry is close to 60%.

After some analysis of the information from other open sources, we can conclude that UMPO has problems in water supply systems, cleaning of slime ponds, pollution of its wastewaters with heavy metals, phosphorites, iron, petrochemicals and suspended substances, emissions of dust and aerosols. Environmentally hazardous are also processes of electro-chemical treatment of materials, magnesium alloy molding producing hazardous chemicals characteristic to this process: ammonia, phenol, nitrogen oxides, hydrocarbons, formaldehydes. The company’s compressors use the ozone destroying hladon-12. UMPO boiler shops emit into the atmosphere significant volumes of carbon, sulfur and dust.

The rating of Russia’s 110 largest companies by the environmental impact of each worker of the company, UMPO occupies the 25th place, which is much lower than the similar production of NPO Saturn that occupies the 14th place. In this context it is important to take into account that UMPO belongs to a relatively clean branch of the Russian industry – machine-building and in the above total rating is compared to dirtier raw material producers. If we take a look at the UMPO ratings among 106 machine-building companies, we’ll see that here UMPO occupies the 77th place, which much betters reflects the low environmental efficiency of the enterprise. The rates of environmental impact fluctuations are even worse. The corresponding rating of UMPO in 2004 was the 33rd place (NPO Saturn – 21). Going back to the machine-building companies ratings we see that by changes in the environmental costs of production at UMPO the company takes the 73rd place out of 106 enterprises. For the last five years environmental impact at UMPO per worker has grown by 10%. This is a clear indicator of deteriorating technological efficiency of production that potential investors should pay attention to. In all ratings UMPO takes “gray” lines as an insufficiently transparent company and the table below containing estimates of environmental impacts at UMPO has been taken from the “gray pages” of the book “The Social and Ecological Responsibility and Ratings of the Russian Business”, hand-book, Moscow.2006; 456 pages with illustrations.

	JSC Ufa Motorbuilding Production Association
  

Environmental impacts estimates per worker
Indicator, measuring units
2001
2002
2003
2004
Water supplies – thousand cubic meters per worker

  0.159  

  0.146  

  0.131  

  0.124  

Polluted wastewater - thousand cubic meters per worker

  0.07  

  0.062  

  0.069  

  0.065  

Emissions from static sources – tons per worker

  0.065  

  0.051  

  0.057  

  0.04  

Vehicle exhausts – tons per worker

  0.021  

  0.02  

  0.017  

  0.018  

Production of waste (class I-IV) – tons per worker

  1.564  

  1.699  

  2.268  

  2.994  

Lands with no natural vegetation – ha per worker
  0.035  

  0.032  

  0.032  

  0.027  


Environmental costs estimates in % of Russian industry average 

Indicator (%)
2001
2002
2003
2004
Water supplies 

  8.39  

  7.82  

  7.02  

  6.93  

Polluted wastewater
  12.36  

  10.87  

  12.43  

  11.94  

Emissions from static sources

  11.96  

  9.09  

  9.83  

  6.73  

Vehicle exhausts
  6.22  

  5.92  

  4.74  

  5.1  

Production of waste (class I-IV)

  31.75  

  25.0  

  25.75  

  27.77  

Lands with no natural vegetation

  52.64  

  46.32  

  42.39  

  36.75  

Total environmental costs
  20.55  

  17.5  

  17.03  

  15.87  

Environmental costs estimates in % to Russia’s machine-building industry average 

Indicator (%)
2001
2002
2003
2004
Water supplies 

61.30

58.53

50.31

49.98

Polluted wastewater
67.29

58.52

64.70

61.76

Emissions from static sources

69.85

61.57

68.87

49.78

Vehicle exhausts
96.49

87.79

77.29

80.11

Production of waste (class I-IV)

182.56

217.54

221.24

259.18

Lands with no natural vegetation

83.87

79.33

79.91

66.71

Total environmental costs
93.56

93.88

93.72

94.59

Total costs fluctuations in % to the level of 2000

  106.19  

  99.04  

  105.92  

  109.32  




More detailed information regarding environmental impacts of Russia’s largest companies are available from the web page of the Independent environmental rating agency (ANO NERA) http://www.biodat.ru/nera.htm and from the special web page of the World Bank internet site http://ns.worldbank.org.ru/nera
Ufa Motorbuilding Production Association (JSC UMPO)
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