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Alexander Pavlov.

Welcome tothe conference hall dhe Investment Company Sigma @gter. We have an interesting topic
for you today, a topic that is interesting in any courigt especially so in UkraineOur topic today iflow

to protectforeign investors in Ukraine andhatlegal supporis availablefrom professionals. My name is
Alexander Pavlov, head of the Ukraitszael Business Council.

On my right is Alex Frishberg, head of the law firm Frishberg & Parfrven® organized this routable

He is also the author of numeus publications, one of whi ch i
immediate right are two gentlememho represent the Ukrainian Foundation of Advocates, Sergei
Vepritskyi, t he chairman of this Foundat i oon,ectth e nc loif
and a television host, and Anatoly Polyakh, who is an honored lawyer of Ukraine, candidate of leg

sciences and advocate
Why is this Foundation different from other associationhey are not legal theorists they are

practitioners Theyhave spena large part of their lives ithel aw enf orcement bodi e

Office, in courts, etcAnd now, with great pleasure, | will turn over the microphone to Alex Frishberg.
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Introduction by Alex Frishberg:

Thank you,Mr. Pavov, for having us here. | am also grateful to Morgan Williams of the-UKgaine

Business Council fanis assistance witbrganizingthis roundable.

|l tds funny how things change. Just a fewdmgvear s
up the prices of everything real estate, factories, M&A, etc. Now, just a few years later, Ukragine
considered to be a higisk country with a difficult business environment. Unfortunately, this is a fair

assessment largely due to systemgicernment corruption and bureaucracy.

As a result, potential foreign investors are staying away, in part, because they have their own financ
problems at home. Nevertheless, Ukraine is scaring potential foreign investors away. Meanwhile, forei
companies, which are currently doing business in Ukraine, are encountering more and more problems w

the tax inspection and corporate raiders. This is just to mention only a couple of serious problems.

So what do you do when the tax inspection comes tbyshudown? In the past, tax inspection visits were

very common whenever a foreign company requested from the government a refund of value added
(VAT). The complaining company would be shut down until such time as it declined to receive th
requestedvVAT refund. The situation has changed today because tax inspection visits are much mo
common due to the need for the government to fill its budget. Now, substantial fines are assessed whe

the company is guilty of any violations or not.
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Who woull you call when local authorities come to your office to review your records or confiscate you

computers for days or even weeks? This is one of the issues we will discuss today.

Another problem is corporate raiding. In the United States, raiding iwrkmas hostile takeover. In

Ukraine, this takes on a whole new dimension. It is like Chicago in the 1930s and works basically like thi
your competitor (the raider) pays the judge a bribe to issue a wrong legal decision. Then the raider hire
team ofpeople (with or without weapons), who will come to your office to enforce the illegal court decision.
By the time you hire your own defense team (lawyers) to reverse the erroneous court decision, yc

company no longer belongs to you; it has a new owner.

For example, in May of 2011, at least four entities in the Ukrainian food and beverages market were raid
They @&lrieb zfiakv o d 0, Nemiroff Hol di ngs, ALesnoy Kie
month, four large enterprises were raidelh all of these cases, the only available remedy for foreign
companies is to hire a | awyer to file a <cl ai
Unfortunately, the Ukrainian judicial system is notorious for its unpredictable and illogi¢sioasc When

the first court hands down the wrong decision, you need to appeal to the second court. More time passes
the second court hands down the wrong decision, you go to the third court. More time passes. By this tir

you surely will have Ist all control over your company.

So he question we are going to discushiav does a foreign company defend its interests in Ularain
courts? As a starting pointthenever you go to Ukrainian courts, a foreign client has three basic options
The first is togo before the court andrgue the case on its merits without using any connections or
influence. This meansorbribes, no calling high e v e | contacts at the Cabin
Administration The second approach is to use #ervices of experienced professiotalpresenyour best

legal arguments before the judge. Again, this option involves no bribery. The third option is simply to brik
the judge. These are tloaly realisticthree options you have when you goat®Jkrainiancourt to defend

your interests.
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To some companieshe last option involvindpribery sounds lig the easiest and fastest alternafimea

good reason because it used to be quite efficient. In my opintwowever,this is the worst option fo
several reasons. First of all, itis illegal. Secondlbfit is just not fair Thirdly, it is unreliablédbecause the
bribe will be acceptedout the verdict may not be given in your favor. Fourth, once you are known to give
bribes, you will beforeveron the hook and you will always need to give bribes. Féimosure of your
activities could |ead to a scandal for you and
For many reasons, bribery is the single worst option.

Next gotion of arguing the case on its meniteeans going imt court naked, without local knowledd®jbes,
orinfluence. Thisapproach works well in civilized countries like the U.S., but in Ukraiceutd take a lot

of money andyears oftime because you camont i nue | osing and paying
gettingany fair results in the end. There are several-lwadhwn case$ for example, Gala Radio, which
di dndt get aumberof yearsbefoereitsstieoment lzefore a European courhere was also a
case with Telenor, which could not win at several court leweldkraine And, last but not leasthere is
the case of Vanc@ U.S. Company that specializesdeep oil drilling It had a large project in kdaine
until Yulia Tymoshenk stepped in. After that,onmatter what Vanco tried to do in Ukrainian courts,

not hing seemed to workéuntil recently.
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Option number 2 is the middle groynghich usually involves retaining lawyers witlecessary background
and experience. For instanoethe past such lawyers wepeosecutors themselves or haveZ®yearsof
law enforcement background &swyers and advocatesWhen you hire professionals with this type of
background, they will minimize thrisks of delay or blatartorruption. Of caurse, asthe Vanco case
exemplifies, nobody can provide any guarantees about the fairness of Ukrainian courts lheafieise
dependaupon whoyou are up againstFor that reasont is often useful to run a backgroundhecksince

y 0 u deallgkindawwho actually stands behind mastmpanieor litigations Thisinformation is part of
due diligence thatelps you assess your risks and decide whether the case is worttatrgihgnd, if so, to
select the most advantageous venlre any case, you shid know who you are up against in any kind of

confrontation. So option number 2 s t he best opti on, but It has

situation.

After reviewing these options, the issue becomes how to find the right lawyer to pandfgrticular case.
If you knowforeign law firms in Kiev, you know that most them do not do litigation. At the same time,
the best Ukrainiatitigators, who have spent years in this field, do not speak English and, therefore, hav

problems commuiiating with foreign clients. To fill this unique niche in the Ukrainian legal market, which
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unt il now didndét really need filling because t
Frishberg & Partners has formed a strategic alliance thi¢hKiev Foundation of Advocates of Ukraine

because they are just the type odfpssionals | described

We were going to have one of our senior litigation lawyers, Vladimir Lukovatk,aboutour litigation
experience anéxplain exactlyhow we manayed to win samany cases foour foreigner clientover the
years. Unfortunately, Mr. Lukovich is ill. So, tead of leaving his seat emptytook the liberty of inviting
anotherd wy e r Ms. Anna Lelyuk, from a odupMsdeylakihas | a
handled a number of cases in family court; most of them dealing with surrogacy, divorce and separation
property, child custody casesmd alimony. All of these cas@svolve going to court in Ukraine to settle

disputes of foreignet

First, however we will have Anatoly Polyakh, who will speak about corporate and criminal litigation.
Then, SergeiVepritskyi will discuss what he d&s in the field of criminal law because when the tax
inspection visits, sooner or later criminal oies may ariseLast, but not leastyls. Leyluk will tell us what

she does in the family law settinggain, we are talking from the viewpoint of representing foreigners in

Ukrainian courts.

And so wthout further delay, | will pasthe microphone oveptMr. Polyakh.
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Anatoly Polyakh:

Good afternoon, ladies and gentlemen. | am the head of the Kiev branch of the Foundation of Advocate:
Ukraine. You will find our informational materials on your chairgl throughout the room, which contain
detaled description of our activitiesin my presentation, | would like to tell you about an important product

T our client subscription agreement.

In accordance with Ukrainian legislation, an advocate may participate in angrdpsehen he has a signed
agreement with the client. When there is an emergency situation, not all peoplestainedan advocate

and, thus, they cannot make use of qualified legal assistance. For this purpose, we have a client subscrif
agreement. This agreement is entered byt and between the Foundation of Advocates of Ukrantea
client for an entire year (or from the date of signature untii Decembéof3the current year). This
agreement all ows an advocate to r es porgetcy sitoatioa ¢

and to participate in the defense of such clien

With such an agreement in place, the client may, at any time, day or night on weekdays, weekends
holidays, call one of our adeates and receive consultation right away in anycatigituation. The client
knows that he already has an available lawyer, who can come to him at any time or to whom he can exp
a problem being faced. Our advostdue to theiexperience and copetence, will be able to provide

gualitylegal assistanca a timely manner

Another advantage of the client subscription agreement is that our Foundation has over 500 advocate
various branches of law. Pursuant to the client subscription agreemggn immediately provide an
advocate with the proper qualifications to assigte Kiev branch of our Foundation has over 50 advocates
in various branches of law. Even so, due to the extensive infrastructure of the Foundation of Advocates
Ukraine, other advocates and specialists from other regions of Ukraine can come torkaey other

Ukrainian cityto provide legal assistance.

The client subscription agreement provides that each client will receive a framed cettificdtee t he ¢
holding I candét say t hnabsolutduaranteefm the cbriugt acts ef gavernmant and law
enforcement officialghat may visit your office However, to some extent
warning that these officials should not eed certain boundaries in their actions. It may seem like a simple,
framed certificate to you, but in my practice such frame on your wall has its own positive results ar

influence to those who know what it means.
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In addition, each client, who signschent subscription agreement, will receive a plastic card or voucher
(this is reflected in the agreement). This plastic voucher contains the rights of citizens under Article 63
the Constitution of Ukraine, which allows the client to refrain fromrgjvevidence against themselves or
their family members or providing documents that can incriminate the client. This is similar t8 the 5
Amendment in the US Constitution. The client has the right to provide information only in the presence
his lawyer Importantly, his plastc card contains the number of oadvocate. Whenever there is a
potentially problematicsituation with Ukrainian state officials, including the tax inspection or law
enforcement agencieand these officials see this client wher, then they understand that the client in
guestion is under the protectiontbe UkrainianFoundation of Alvocates. Once the advocate is called, the

state officials will in most cases refrain from undertaking any illegal acts.

The client subscriptio agreement also includes a stickeryour automobile, which contairike requisites

of the clientdéds advocate and the agreement nuim
traffic police or other law enforcement officers stopyourdah e st i cker doesndét gi
violate the law, but it gives the client the right to show the government representatives that the client kno

he has the right to call his advocate to come to the scene and assist the client duringtsony. si
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The actual cost of the onear subscription is equivalent to 250 Euros. After signing, the work of the
advocate in each situation is compensated according to the fee schedule attached to tubstieption
agreement. In atfases, the copensation amount must be agreed upon before the advocat®actsniss

anything, Sergei?
SergeiVepritskyi :

Not really. | would only add a few words about the Foundation of Advocates of UkréiseSergei
previously stated, w Foundation has morthan 500 advocates nationwide. They are specialists in all
aspects of Ukrainian litigation; civil, criminal, administrative, you name it. Anatoly just described for you
the new product we are offering, which is a subscription service for our clierasé¢abcess to a lawyer or
advocate on a 2Bour, oncall basis. This is based on a @mae, prepaid fee for the duration of a year.

The Foundation of Advocates of UKk r s its @wnitedevistoin e
program. We hae our own newspaper and information portal on the Internet. We have our own mas
media channels through which we canpese corrupt government actioiis naturally, without any
censorship.B u t | 6m sure you are i nt er efshts@rdsentation, sahlevill g u

spare you the long and boring presentation about our triumphs and tribulations.
Anna Leyluk:

Hello, as Alex mentioned, | work with Family Law Group, a
boutique l aw firm which repr
Ukrainian family court cases. The clients who approach us
usually have conflicts that have already reached theaked

| iboiling pointo. Our goal i s

the foreign clients which retain us.

Family disputes can arise out of Mars situations and

sometimes they can be settled out of court by negotiations
between the parties. If amicable negotiations break down, the
parties can resolve their issues only in a court of law. When it

Y comes to dividing property (assets, real esta&yveen couples

in a court of law, we first propose to our clients to try and avoid

10
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disputes by concluding either a prenuptial agreement or a marriage contract, which will govern all sensiti
issues in the future. These agreements can be signed ptiw toarriage or after the marriage and they

govern how the property will be split in case of divorce.

When it comes to resolving problems of parental rights (child custody, child support payments, etc.), v
suggest that our clients enter into child mamance agreements. This document can set alimony payments
for children and the participation of parents in raising the children (e.g., custody rights). If the couple th
entered into this agreement decides to terminate their marriage in the futuretheypcbave these

agreements in place, the lawyer who represents the interests of one of the spouses will have a much e
time in getting a quick court decision on termination of the marriage. This is because all of the interests

the parties have aady been considered and resolved before the divorce arises.

If a family dispute cannot be resolved with negotiations and compromises, then we will go to court to defel
our clients6é rights. The main cat avgreerproeesdings,f
property division, child custody, determination of where the child can live, termination of parental right
altogether, child support payments and spousal alimony. We also have seen many cases when a chi
kidnapped by one of the pnts.

Whenever we go to court to adjudicate these cases, our foreign clients do not need to be present becaus
represent our clientsd interests on the basis o
notary (if the foreignervist s Ukr aine) or certified by a Ukrai

(with either legalization or Apostille).

Surrogacy issues are also very common in Ukraine, but these cases rarely go to court because of
contractual arnagements betweethe parties. | must add thainfily law cases, as opposed to other court
casesnvolving large amounts of money or imprisonmenttually see no corruption or bribery on the court
level. It is probably because regular people with family problems aftenrn 6t have enough
with the judges, so corruption is not an everyday occurrence, which is a fortunate trend in my professic
Thank you.
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Alex Frishberg:

Well, now that we are finished with the presentations, we can move on to giegaand answer part dig
roundable. We are actually very lucky to have a person amongst us from one of the companies, which d
have significant problems with litigation. It would be a pleasure to hear a few words from Jim Bown, wh
works with Vance regarding his litigation experience in Ukraine. As you know, VancoUsSadeepoil
drilling company, which was granted a very large Black Sea platform when Yulia Tymoshenkulivilas
Prime Minister. The project was lawfully allocated and Van&hed upon this lgal allocation. However,

Ms. Tymoshenko decided that the project should have been subdivided and the project came to a halt.

In context, this was a political decision at the highest level of government. In this particular case, it w:
difficult to hire litigators that would be able to reverse this unfortunate result. Now that Ms. Tymoshenko |
in prison,however the situation has dramatically changed. | was hoping that Jim could share with us a fe

words about his experience with @kmian litigation when higlevel government is your opponent.

) 12
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Jim Bown:

Good morning everyoneAlex, you summed it up nicely. We
were blocked, not by the highest levels of government, but by
one person. There was no legal or commercial basis for ou
project to be blocked. It was properly and legally set up.
There was a legally binding and valid contract. However, Ms.
Tymoshenko decided that t he
through to fruition. The signs for this arose in November of
2007.

By May/June of 2008 we had tried everything we could and it
was clear that the only solution was international arbitration as
we were allowed to do under our contract. By that time, the

Ukrainian government had improperly backed out of the

contract. As a businesman, | used to wonder why
international arbitration cases took so long. Having now been involved in the middle of this arbitration,
know it takes long because there is a lot of work to do. Things go backwards and forwards emarititee

cycle.

We were confident that we would win the arbitration because the government had no real case or r
defense. However, it took until the first quarter of 2010 to get to the point where we were very close to t
issuance of the award. Then, the governmemgda and the Yanukovignspired government came into
power and Ms. Tymoshenko faded away a little bit. We had said all the way through that we weaiked to
and not to arbitrate. BM's . Tymoshenko would not tal k thmoentus.

offered to talk.

We mutually agreed to postpone the issuance of the arbitral award and we began to negotiate.

negotiations, considering that they were amicable, were not terribly easy because we wanted protection &
into any settlement.The government was having difficulties with this. Remember, when you are dealing
with the Ukrainian government, It lifs telasy egsay oif
remembers who said fAnoo; b u hoteimbde of it.8oyne f thasalguys kiad s

an eye to the future; so, there was some nervousness.

] 13
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Eventually, we got to a point of settlement. The next step was for the government to approve the settlem
agreement. We agreed that the governmentwouldapp e f i rst and, thereafte

approve it.

While the arbitration was egoing, there was activity in the local courts here in Ukraifibere were, |
think, three cases in the local courts. We were winning all of these casdg, tAgee was no real cagm

Ukrainian governmertb defend.

Now, we are in &ituation where the government, in tHeé & 4" quarter of last year [2011], approved the

terms of the settl ement agreement ofl tder sél It uof
documentary requirements are very stringent and complicated. Each of the shareholders must provic
signed, notarized and Apostillized copies of just about everything. So, we are in the middle of that proce
Hopefully, in the ngt three months or so we will be able complete the documentation, sign the settlemer

agreement and get on with what we really wanted to elkplore the deep waters of the Black Sea.

In terms of the litigation and the processy
recommendation for petgp with problems, and it
might seem trite, is enormous patience.
Unfortunately, you will need deep pockets. Our
legal costs in this case can be measured in the

millions, but the govern

Once the settlement agreement is signed, thieepa
will jointly go back to Stockholm and seek the issue
of the consent award. There will be no winners or
losers, and we will pay our own costs. The slate
wi || be wiped clean and
support, we can begin our project. The firstryafa

the project will be a 60 million dollar budget
(seismic evaluation) and the second budget year
will be an evaluation of the data collected. The
third year will see us drill two deep oil wells, each
of which will cost more than 120 million dollars
with no asset value. So, if there is nothing at the
bottom, we will plug it and sail awawVe are ready

to go! So, patience, persistence, courage and a bit of money is needed, but it can be done in Ukraine.
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