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Memorandum

To: David G, Gadda, Esq.,
Associate General C'cunsel
Boise Cascada Co}\@c;ra!ion

From: Robert L. Myse |

Date: May 28, 2003

Re: Sheriit International Corporation

l. Sﬁerritt’s Interests in Cuba

In late 1994, the Canadian company Sharritt International Corporation executed a joint venture mining
LeNCcossion and distributicn agresment with the government of Cuba. Under the agreement, Sherritt received the
fights to extract and exporl nicke! and cobalt ores from a long-establishad mine site in Moa Bay, Cuba. The
exporled ore is shipped to Sherritt's refinery in Fort Saskatchewan, Manitoba for finaf brocassing and
distribution, -

The terms of the joint venture, or convenio, allow Sherritt to repatriate to Canada a fixed leve! of profits from
the processed mefals, but the convenio also requires that & percentage of profits he reinvested in Cuba. As a
resutt, Sherritt has, over time, built itseif a presence in Cuban non-mining ventures through invesiments in such
things as oil and gas production and power generation.

Sherritt's Cuban oij) joit venture s producing around 25,000 barrels per day. The compaty has signed
production-sharing contracts for four offshore exploration blosks in the deepwater zone i the Gulf of Mexico
northwest of Havana, These blocks cover approximately two miltion acres,

Sherrltt's power genere{t_{cn system is producing 226 megawatts (mw) of gross production derived from gas
supplisd from Cuba's north:eoast by CUPET {Cubapetroleos), Thig figure represents about 10% of Cuba's fotal
power oulput.

Sherritt also hag smauf_invéstmenta in tourism, agriculture, cell phones and a soybaan processing plant in
Cuba.

Sherritt's metalg division generateqd operating earnings in 2002 of $39 r 'on on revenue of $252.9
mitlion. ts Cuban o and.gas business showed operating earnings of $98.9 mition on $218.8 millien in
revenue. SherrittPower has vet to show a profit, by following substantial investment in turbines and gther plant it

appears poised to become profitable this year.

Il. The S'hé'rritt Investment in Cuba:
;!;mmgdiate Controversy
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Sherritl's decision o invest In Cuha Wag borno of desperation. The company's nickel ore at Fort
Sackatchowan was exhausied afie nearly 75 years of mining, Without a replacement source for ore, the
company would have ceéased aperations. Against 1his background, Sherritt's CEQ, ian Delaney, turmed fo
Cuba. In the end, Sherritt suwvived and aventually prospered ag & result of its involvement in a Cuban nickel
mine that was the subject of a U.8. certified claim, Sherritt's 1994 investment in a Cuba nickel mine that was
subject to a U.8. claim was contrary to the advice of the government of Canada, | have been told by Canadian
diplomats. " .

company’s assets by the government of Cuba in August, 1860, The Foreign Claims Settiement Commission
("FCSC" in the 19605 certified the Moa Bay claim as worth US$88,349,000 at the time of expropriation.

The Moa Bay investmeant in Cuba was a venture among United States automobile and steel companies,
along with a substantial investment by several United States banks, alf joining the primary investment by the
controlling parent corporation, the Freeport Sulphuyr Company.

Moa Bay Mining, a Cuba-based subsidiary of Cuban American Nickel, obtained a Ioan in 1957 to finance
development of the mine in Cuba and in a processing plant in Lovisiana, As mentioned earlier, in 1960 the
assets of Moa Bay Mining were expropriated by the govermnment of Cuba, A predecessor company (Freeport
Sulfur) then-affiliated with New Orleans-based Freeport-McMoRan Cooper & Gold, Inc., distributed assets to
seftle outstanding debt, including the debt of Cuban American Nicksl. The principal asset of Cuban Amarican

Nickel is the US$88.35 milliof claim against the government of the Republic of Cuba,

Citibank NA., a subsidiary of Citigroup Inc., is a substantial shareholder in New Orleans-based Cuban
American Nickel, which owned Moa Bay minihg and hence owns the claim certified by the Foreign Claims
Settlement Commission, Other shareholders in Cuban American Nickel (besides Citibank), inctude: Mellon
Bank, NA., a subsidiary of Mellon Financial Corporation; HSBC Bank USA (formerly Marine Midland Bank), a
subsidiary of HSBC Holdings plc: and Bankers Trust, a subsidiary of Deutsche Bank AG: and three Louisiana-

Citibank has taken resné,nsibi‘lity for the Moa Bay cetified claim and Is represented by the bank's veteran

workout man, John Ingraham, at meetings of the Joint Corporate Committee on Cuban Claims. (Separately,
Citigroup has a ¢laim certified by the FCSC in the amount of U8$6.20 million),

(i) Helms-Burton Enacted: Consequences
) for Sherritt

In March, 1898 the Helms-Burton Act became law. Included in that legislation was Title iV, a provision that
mandated that the Secrefary of State and Attorney General deny eniry into the Uniteq States of “traffickers” in
Cuban properties claimed by U.&. nationals. In late summer 1996 a number of Sherritt International's officers
and directof;s. including lan Delaney, were banned from entering the United States. Those exclusion orders
remain in effect, Co : -

A, Sherrtit International’s Activities in Washington

Sherritt works quietly in Washington to get its personnel off the exclusion orders. For some years it hag
retained Candy Hooper {until recently of Hooper, Hooper, Owen & Gould) and former Senator Maicom Wallop
(R-WY) to lobby its case on Capifol Hill, f

S01(c)(3) not-for-profi, there is ho public record of Sherrill's funding, This has allowed Petars to advise and
direct the Working Group in ways beneficial to Sherritt while presenting himself to the Group as an objective
think-tank scholar with » specializaﬁgn in Cuba. For example, when the House Cuba Working Group made its

President, (See hitp://www féxingLM!?.S.ELL&&%Q@IQLQQ@QM/Mrs_tgig,.h_t_rr_»), Because the Lexington Institute js a



first visit to Cuba Jast year, 4t Poters’ behest, It made a point of visiting Sherritt's soybean processing facility and
slaying in a resort hotel in Varadero in which Sheritt has a 25% interast.? | suspect thal Phil Peters was also
directly behind the Cal Doolgy (D-CA) bill to “sunsat the Helms-Burton Act {H.R. 5616),

By tha way, | see Shqri;ii! personnel periodically when | am in Cuba and we remain on pleasant terms, as |
do with Phil Peters. Ty
-

Iv.

None of the ahave shoild he tokon ag g rojection of the idea of doing something Cuba-related with
Sherritt. In fact, John Hollefan may recall thal | got a call from Sheritt's Canadign attorneys some years ago
requesting a meeting with: Boise/Cupan Electric representatives. Nothing came of it as a resull of Sherritt
abruplly ceasing contact on the subject. However, My sense at the moment is that Sherrity is betting that the
Helms-Burton Act will be repealed and the elaime will be seftled in a low figure lump-sum agreement batween
Cuba and the United States, If this happens the Moa Bay claim will be extinguished as par of the setilement
agreement and Sherritt will be home free. .

' A cable was sent to U.S, diplomatic and consular posts (including the embassy in Canada) by then-Deputy
Secretary of State Lawrence, Eagleburger, in October, 1991, It was titted Buyer Bewars: Cuba May Be Selling
Ametican Property and states in pertinent part; "Cuba may be selling or leasing American property {o foraign
investors in order to earn dobars and investment commitments,.. Posts shoulg make the following peints af the
appropriate host government economic ministries as weli as with any private firms known 1o be considering such
investiment... We understand that the govemment of Cuba may be offering foreign investors the opportunity to
purchase land, manufacturing facilities, tourist resortg and other assets in Cuba that belong to or ate the subject
of outstanding claims by American or other foreign nationals, The Cubans may also be offering joint-venture
partnerships... As you are aware, LS. claims against Cuba remain unsettied. We expect many of the claims wili
be actively pursued when U.8.-Cuban relations are normalized... The United States government strongly urges
that your government take the necessary steps to encourage your nationais and business firms to avoig enlering
iNto contracts with the goverhment of Cuba, of investing in the Cuban eConomy, where such actions would
involve assets iocated in Cuba that may be legally encumbered by unresolved cigims to such assets by
American citizens... This will require careful verification on the part of sych tnusinessp@ople and firms 1o ensure
that the Cuban government has the unencumbered fight to sell or otherwisa dispose of the assets in

question.” A similar cable was sent in jate 1093 by Secretary of State Warren Christopher,

g

? The visit to the soybean plant produced a small contraversy in Washington/Cuba circles. (See attached anticle
from Cuba Trader, Januaryv&-;. 2002. | engineered the piece in order to keep centified claims on the boil in terms
of the bilatera) U.8./Cuba ag,@e’nda),



