Monday, 28 Novenber 2011

(10.15 am

MR MALEK: My Lady, it's M Streshinsky next.

MRS JUSTI CE GLOSTER  Yes.

MR VLADI M R STRESHI NSKY ( swor n)
MRS JUSTICE GLOSTER: Pl ease sit down, if you would like to.
Exam nation-in-chief by MR MALEK

MR MALEK: Can you give the court your full nane, please?

A M nane is Vladimr Streshinsky, |I'mknown as |van
St reshi nsky.

Q As | understand it, you're happy giving evidence in
English but you would like to have the ability to use
atranslator if there's any difficulty, is that correct?

A Yes.

Q Could you please be provided with bundle F1, tab 2,
opened at page 55 F1/02/55.

Do you have that in front of you?

A, Yes.

Q Is that the first page of your statenent?

A. That's right.

Q Could you now turn to page 93, which is the | ast page,
and confirmthat that is your signature?

A. Yes, that's ny signature.

Q And do you confirmthe facts stated in your statenent to

be true?



A Yes.
Q And you confirmthat you do not have a nobile phone on
you?
A, Yes.
MRS JUSTICE GLOSTER: Right. Wwo is going first?
M  Sunption, you' re not cross-exam ning?
MR SUMPTION:  |'m not cross-exam ning or doing anything for
t he nonent.
Cross-exam nati on by MR MASEFI ELD
MR MASEFI ELD: Good norning, M Streshinsky. M nane is
M Masefield and 1'mgoing to be asking you sone
questions today on behalf of M Berezovsky.
I"'mnot going to be asking you about matters which
relate solely to the Metall oi nvest action,
M Streshinsky, for exanple whether you're aware of an
agreenent between M Anisinov and M Patarkatsishvili in
the sumer of 2004 to split the Rusal proceeds between
thensel ves on a 50/50 basis. And |'mnot going to be
aski ng you whether the sale of the KrAZ assets hy
M Ani sinmov in February 2000 was at a significant
under val ue.
I ndeed, |I'mnot going to be asking you any questions
about your involvenent in the 10 February 2000 sal e of
the KrAZ assets at all because we've already covered

that ground quite extensively with sone of the other



wi t nesses, including M Anisinmv and M Buzuk. What

I want mainly to focus on with you is your involvenent
in the second Rusal sale transaction which took place in
the sumer of 2004, and in particular 1'd |ike to ask
you sonme questions about the events of June and July of
2004, okay?

Before | do that, I want to ask you a few questions
about your personal career and your present relationship
with certain people connected to the litigation. Now,
you tell us you were introduced to M Anisinov and
joined his conpany, Coalco International, in about 1994,
is that right?

That's right.

And you continued to work for Coalco and M Anisinmov up
until quite recently, until 2009?

That's right.

And so you worked for M Anisinov and Coal co for

a period of about 15 years, didn't you, M Streshinsky?
That's right.

You say that during your time with Coal co you worked
closely with M Anisinmv and becane one of his nost
seni or advi sers?

That's correct.

You tell us that you devel oped a good worki ng

relationship with M Anisinov, that's that, is it?



That's right.

You may want to give your answers to her Lady.
Presumably M Anisinov cane to regard you as soneone

he could trust, a faithful and | oyal enployee?

That's right.

And al t hough you're no | onger enpl oyed by Coalco, it's

right to say, isn't it, M Streshinsky, that you stil

enj oy a good business relationship with M Anisinov?

| do not have business relationship with M Anisinov.

Well is that right, M Streshinsky? You re a director

of his two Russian real estate companies, Riniole

I nvest ments and Col eri dge Tradi ng Ltd?

That's not true any | onger

That's not true any longer. Wen did you cease to be

a director?

| think | ceased to be a director |ast year.

Because | ooki ng at paragraph 8 of your statenent,

M  Streshinsky, you say that at M Anisinov's request

you were a director of two of his Russian real estate

conpani es F1/02/55.

kay, I'msorry, | was director of these two conpanies

because these two conpani es were holding a piece of rea

estate in the centre of Moscow, so when this piece of

real estate was sold, | don't know exactly, | believe

maybe in the course of this year, | ceased to be
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a director of this these two conpani es.

And that was earlier this year, was it, M Streshinsky?
Probably in the sumer.

Thank you. And you tell us that in terns of your
current business affairs you' re the chief executive
of ficer of the Russian tel econs conpany,

QISC Tel ecomi nvest, is that right?

That's correct.

Can you confirmthat M Usmanov has a substanti al
interest in QISC Tel ecom nvest?

That's correct.

And M Usnanov is also M Anisinov's partner in

Metal | oi nvest, isn't he, M Streshinsky?

That's correct.

M Usmanov has a 50 per cent stake in Metalloinvest and
M Ani sinov has a 20 per cent stake in Metalloinvest?
That's correct.

And indeed, until recently, you served as a director of
Met al | oi nvest, did you not, M Streshinsky?

| think | served as a director in Metalloinvest maybe up
until 2009.

I"mgrateful. Wuld you say that you still enjoy good
busi ness rel ationships with M Anisinov and M Usmanov,
M Streshi nsky?

| enjoy a good business relationship with M Usnanov and
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| have no business relationship with M Anisinov.

What relations do you currently enjoy with

M Abramovi ch, M Streshinsky?

None what soever .

You see, one of M Abranovich's nost senior assistants,
Ms Panchenko, has already told the court that she

di scussed her evidence with you, M Streshinsky, in

a tel ephone conversation which took place earlier this
year. |Is that right, M Streshinsky?

That's correct. | spoke to Irina Panchenko some tinme in
sumrer this year

When in the summer did that conversation take pl ace,

M Streshinsky?

| don't remenber exactly, probably June or July.

Do you recall who else participated in that tel ephone
call, M Streshinsky?

Nobody el se.

Just yourself and Ms Panchenko?

That's correct.

And who had asked you to participate in that tel ephone
cal | ?

She cal l ed ne.

She cal l ed you out of the blue with no warning?

Yes.

What was the purpose of the tel ephone call
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M Streshinsky?
She wanted to reconcile the events of sunmer 2004 with
me because | believe ny evidence has beconme available in
the internet or, you know, in the court filings.
So you discussed your evidence and her evidence on that
occasi on?
| did not read her evidence so | discussed only ny
recol | ections of the events.
And were there other occasions, apart fromthat
particul ar tel ephone call, where you di scussed your
evidence with any other witness in this case,
M Streshi nsky?
Wtnesses? Well, | discussed ny evidence with
M  Ani sinov, probably last tinme it was at the beginning
of 2010.
And anybody el se apart from M Anisinov? Have you
spoken to M De Cort?
No, | have not spoken to M De Cort.
Have you spoken to M Tenenbaunf?
No.
M  Hauser ?
No.
Very wel | .

| would like to nove on, if | may, to the sale of

the 25 per cent shares in Rusal which took place in the



sumer of 2004. Now, you were involved in that
transaction, weren't you, M Streshinsky?

Yes.

You tell us that in early June 2004, M Ani si nov
instructed you to assist in the structuring and
docunenting of the sale of a 25 per cent interest in
Rusal from M Patarkatsishvili to M Deripaska, is that
correct?

Yes, it was either end of May or begi nning of June.
You were also told by M Anisinov that Salford Capital
Partners Inc would be assisting you in preparing the
transacti on docunents?

That's correct.

And you therefore nade contact with Salford in the first
week of June 2004, and in particular you got in touch
wth M Madimr Ashurov and Ms Ksenia Arbatova?
That's right.

You tell us that M Ashurov attended a neeting with
M Deripaska's representatives on Friday 4 June 2004?
That's correct.

Following this neeting with M Deripaska's
representatives, which took place on that Friday, on
Wednesday 9 June 2004 you received an enmil from

M M shakov attaching a schematic di agram of the

transaction, together with a Bryan Cave nmenorandum of
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the sanme date which had been prepared by M Hauser, do
you renenber that?

Well, it nust have been the case, yes.

Pl ease coul d you be given bundle H(A) 74 and we can | ook
at the docunent at page 218 H(A) 74/ 218. Do you see
there a covering email to yourself, M Streshinsky?
That's right. Yes, | see.

From M M shakov?

Yes.

W can see fromthe attachnments that it included

M Hauser's nenorandum of 9 June and M Anisinov's
schematic diagram al so of 9 June, do you see that? W
have the attachnents on the next few pages, but just

| ooki ng back at the email, do you see the attachnments?
Yes.

And if we turn on to page 219 H(A)/74/ 219, we can see
M Hauser's nenorandum of 9 June 2004, do you have that
docunent ?

Whi ch page?

219, you're on the right page.

Yes, yes, |I'mon that page.

W' ve | ooked at this docunment already with sone of the
other witnesses, M Streshinsky, and |'"mnot going to
take up further time by going through it all with you,

but we can see fromthe nmenorandum that M Hauser tal ks
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in a nunber of places about ultimate beneficiaries, in
the plural, who he refers to as BB
M1 hm
W can see that for exanple in bullet point 1 on
page 219, do you see that?
Yes.
If we turn over the page, to page 220 H(A) 74/ 220, j ust
bel ow bull et point 6, the italicised portion, there's
a reference there again to each of BB, and to include an
i nsurance that:

" BB were the only persons who have ever been
beneficially entitled to the Shares.™

Do you see that, M Streshinsky?
Whi ch poi nt?
It's just below point 6, the italicised passage?
It's a rel ease, yes?
Yes. And you see a reference there to:

" BB were the only persons who have ever been
beneficially entitled to the Shares.™
Yes.
If we turn on in the bundle to page 223 H(A) 74/ 223, we
can see M Anisinobv's schematic diagram which you were
al so sent. Do you have that? That's the right page,

M Streshinsky. W can see that M Anisinov refers in

his diagramto the "Beneficiaries' Conpany", do you see

10
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that at the top of the page?

Yes.

Looki ng down at the notes, for exanple note nunber 6,
M M shakov nmakes reference to the beneficiaries B&B, do
you see that?

Yes.

So when you received this nenorandum this schematic
diagram M Streshinsky, you would have seen that

M Deripaska's representatives understood that there
were two ultimte beneficial owners of the 25 per cent
stake in Rusal, correct?

Yes, that might be the case that there were two
benefici ari es.

And you forwarded this nmenorandum and the schematic
diagramthe sane day to Yuri Fartashnyak, do you
remenber that, M Streshinsky?

| don't renmenber that but | know the nane.

Who was M Fartashnyak?

He was a consultant |awer who consulted us on a nunber
of transacti ons.

He was an internal |awer or external |awer?

Ext er nal

Who was he a lawer with, which firn®

He didn't work in any firm

He was an i ndependent --
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Moscow, independent.

If you put away bundl e H(A)74 and take up bundl e H(A) 75,
and turn within H(A) 75 to page 99T H(A) 75/ 99T, do you
see there a page with a string of email s,

M Streshi nsky?

Yes.

I"mafraid it's a little bit hard to read the text but
bear with me. |If you |look at the very bottom of the
page, it stens -- on page 99T, right at the bottom
about seven lines up fromthe bottom we can see an
emai | from Ksenia Arbatova with a subject "Docunent

Di ary for Docunmentary C osing", do you see that?

Yes.

| don't think we need to turn that docunment diary up
M Streshinsky. It's at H(A) 75/ 37 and we've | ooked at
it wwth other witnesses. But you can take it fromne
that the docunent diary that Ms Arbatova prepared al so
made reference to two ultimate beneficiaries who she
refers to in that docunment diary as Bl and B2, do you
remenber that?

Can | see that?

If you want to have a look at it briefly, it's back at
page 37 in this bundle H(A) 75/ 37.

Page 377?

Correct.
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Thi s one, yes, the docunent diary.

Do you have there the docunent diary?

MM hm

We can see, if you look at the colum "Parties"”, there
is reference in the second colum to various parties who
are going to be executing the docunents.

If we look down to the third box to item3, there's
going to be a personal guarantee to be executed by B1,
and then there's going to be another guarantee to be
executed by B2; do you see that, M Streshinsky?

Yes.

Over the page, in the last box, we can see that it was
envi saged by Ms Arbatova that a general power of
attorney would be issued by B2 in favour of Bl, do you
see that?

| see that.

MRS JUSTICE GLOSTER. Did you see this docunent at the tinme?

A

| don't renmenber seeing this particular docunent but
|'"ve seen it during the preparation for nmy w tness

statenent.

MR MASEFI ELD: If we turn back to 99T, to the email string,

M Streshinsky, we can see that Ms Arbatova forwarded
the docunent diary to you, that's the emanil right at the
bottom of page 99T, so it seens that you were sent the

docunent diary on 10 June 2004.
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kay. | don't deny it.
If we | ook at the next email up on page 99T, we can see
that there is an email fromM M shakov to you of
9 June 2004, attaching the Bryan Cave nenorandum and the
schematic diagramthat we've just |ooked at, do you see
that? It's the one i mediately above Ms Arbatova's
emai |l on page 99T H(A) 75/ 99T.
Mn hm  Ckay.
Then i medi atel y above that we can see that you
forwarded those docunents to Yuri Fartushnyak at 8.59 pm
on Thursday 10 June 2004, and i mmedi ately above that
forwarding email we have M Fartushnyak's response, and
we can see that M Fartushnyak says he's read through
t he docunments that you've forwarded, and he then goes on
to make a nunber of short points. His third point is
this:

"Thirdly, it seenmed to me that X and Y nust provide
a joint and several guarantee on behalf of the seller.
But will they be willing to do that?"

Do you see that, M Streshinsky?
Yes.
So M Fartushnyak was clearly under the inpression that
there were two ultimate beneficiaries, wasn't he?
Vell, he was based on the docunments which he was

pr esent ed.



| ndeed, and those documents refer to X and Y and B&B and
Bl and B2?

That's correct.

And then M Fartushnyak says:

"Finally I recommend consulting with an English
| awyer as there mght be sonme 'sticking points' related
to this."

Do you see that?

Yes, | see that.

W can see that you then forwarded M Fartushnyak's
recommendation on to Ms Kseni a Arbatova the sane day,
that's the email at the top of the page?

That's correct.

And Ms Arbatova, we know, lost no tinme in taking up

M Fartushnyak's advi ce and instructing an English

| awyer. We can see that if we turn on in the bundle to
page 228.023 H(A) 75/ 228.023. |1'mafraid the nunbering
is alittle conplicated.

Do you see there an emnil starting about hal fway
down the page from Ms Arbatova to Lynn McCaw of Leboeuf,
Lanmb, G eene & McRae, dated 11 June 20047
M1 hm
And we can see that Ms Arbatova says:

"Fol | owi ng our tel ephone conference, attached pl ease

find the drafts of the transaction docunents. | also

15
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attached the transaction description and docunents diary
for your convenience."

Do you see that, M Streshinsky?
Yes.
W'll turn to |l ook at Ms Arbatova's transaction
description in a nonment, M Streshinsky, but before we
do pl ease can you confirmthat you were aware of the
fact that Salford had instructed Leboeufs around this
time?
Yes.
And we know t hat you were aware of that because you sent
an email in Russian to M Ashurov on Sunday 13 June in
whi ch you approved the instruction of Leboeufs, do you
remenber that?
Yes.
W have Ms Arbatova's transaction description in this
bundl e at page 228.071 H(A) 75/ 228.071, if we could
turn that up. Although this docunent appears on its
face to be dated 28 March 2011, that is in fact due to
the automatic date insertion in the docunment and nerely
reflects the date when this docunent was printed, okay?

But it's pretty clear fromthe email |'ve taken you
to and to Leboeuf's response, which I'mconing on to,
that this is the transaction description docunent which

was sent by Ms Arbatova to Leboeufs on 11 June 2004. So
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at the tinme when Ms Arbatova sent this, it was one week

after your initial neeting with M Deripaska' s people on

4 June 2004?

It was, what, 11th?

11 June, and indeed it was the sanme day as a second

neeting that you had with M Deripaska's people which

al so took place on 11 June 2004. Do you renenber that

second neeting on 11 June?

Yes, there was a neeting on 11 June.

Do you recogni se this nmenorandum whi ch Ms Arbat ova

prepared, M Streshinsky?

No, | don't think I've seen this nmenorandum

You don't think that Salford provided you with a copy of

it at the tine, even though you were endorsing their

instruction of Leboeufs?

| don't think |I've seen this nmenorandum

Can we just look at it very briefly. If we look in

particul ar at the second paragraph of this nmenorandum

we can see what Ms Arbatova's and Salford's

understanding was at the time. M Arbatova says this:
"The current situation is as follows: the Shares are

hel d by [ Roman Abranovi ch] who hol ds them (through the

structure where [Ronan Abranovich] is a beneficiary or a

shar ehol der of P that owns M which owns the Shares), in

favour, under informal agreenents and arrangenents, of
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BB (pl ease see below), who are the final and ultimte
beneficial owners of the Shares."

Do you see that, M Streshinsky?
Yes, | see that.
The reference in parenthesis to "please see bel ow'
appears to be a reference to the first nunbered
par agraph where BB are identified as the ultimte
beneficiaries of conpany B. Do you see that,
M Streshinsky?
Yes.
Now, did this understanding which Salford clearly had of
the situation as at 11 June 2004 al so reflect your
understanding at that date? Did you al so understand at
11 June 2004 that the shares were held by M Abranovich
in favour of BB as a result of informal agreements and
arrangenent s?
At that nmonent | sinply had no information about the
particulars of the holding of the shares, so | need to
turn your attention to the fact that on the -- we had
a first, initial nmeeting on 4 June, that was with
Ms Arbat ova, possibly M Ashurov and M M shakov. On
3 June, there was an article in Mdscow newspaper saying
that M Berezovsky is involved with the
Russkiy Al um ni um

So when we cane to the neeting on 4 June, we were --



so M M shakov said that, if that is the case, we have
to basically use two beneficiaries in these docunents.
So we were all attenmpting to neet with M Abranovich's
party because they were the ones who knew t he exact

details of how the shares were hel d.

Q M Streshinsky, we will come on to other docunments in
a nmonment whi ch show that your information about
M Berezovsky and his interest went nuch further than
what was being said in the newspaper articles, but you
say you had no information?

A. | had no information about M Berezovsky hol di ng the
shares of Rusal.

Q Is that really your evidence to the court,
M Streshinsky, you had no background information?

A. | had no background information that M Berezovsky was
t he owner of --

Q W'Il cone on to those docunents in a nonent.

MR MALEK: | think it's fair for the witness to be able to

finish his answer before another question is asked.

MR MASEFI ELD: Sorry, M Ml ek.

MRS JUSTI CE GLOSTER: Yes, can you finish your answer,

pl ease, M Streshinsky.
To finish ny answer, we were trying to get the
information from M Abranovich's party, because this was

the party who was hol ding the shares, and they knew the

19



details of how the shares were held. At that nonent in
time, | was trying to progress the deal as nuch as
possi ble, so we were proceeding with the transaction

docunents without having full details of the ownership.

MR MASEFI ELD: You see, M Streshinsky, you'd been working

on this transaction alongside Salford for over a week by
this point, hadn't you?

Yes.

You' d al so been liaising with M Deripaska's
representatives, you' d net themtw ce?

Yes, | net M M shakov.

And Sal ford's understanding, as we see reflected in this
menor andum was that M Abranovi ch was hol di ng shares
for and on behalf of BB. W see that in the second

par agr aph, don't we?

That's right.

And t he understanding of M Deripaska's representatives,
M Hauser and M M shakov, was al so that M Abranovich
was hol ding the shares for and on behal f of BB, or B&B?
That's correct at that point in time, yes.

Was that not al so your understanding at this tine,

M  Streshinsky, that M Abranovich was hol ding the
shares for and on behal f of BB?

| have no -- | didn't have any specific know edge of

that but | could assunme that.

20



21

We don't see you witing to M Deripaska's
representatives or to Salford correcting their
under standi ng that there are two beneficiaries?
Yes, because | didn't know. | --
W don't see you witing back to M Fartushnyak
following the receipt of the enmail we've just |ooked at,
telling himthat he's got it wong and there are not in
fact two beneficiaries, X and Y?
Yes, | didn't know at that point in tine.
VWll, let's have a ook at a few nore docunents,
M Streshi nsky.
Now do you recall that Ms Arbatova's enmmil of
11 June 2004, which attached this transaction
description docunent, also referred to a tel ephone
conference which Ms Arbatova had had with Ms Lynn McCaw
of Leboeufs?
No, | don't recall.
If we go back to the docunent, it's page 228.023
H( A) 75/ 228. 023.
Do you see the email starts hal fway down the page:
"Fol | owi ng our teleconference ..."
W can see what Ms Arbatova had explained to
Ms Lynn McCaw of Leboeufs during that tel ephone
conference if we turn on in the bundle to page 228. 021,

sorry, it's back two pages, H(A)75/228.021. You need
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to go back two pages, M Streshinsky, mnmy apol ogies.

Do you see there, M Streshinsky, an attendance note
that's been drawn up by Ms Lynn McCaw and dated
14 June 2004, do you have that docunent?
M hm
We can see just belowthe |ist of attendees that the
purpose of the attendance note is said to be:

"Report to D Waldron (Mney Laundering Reporting
O ficer at [Leboeufs] regardi ng noney-I|aundering
i ssues."

Do you see that? It's in the top half of the
docunent, just before the bold line --

Oh, vyes.

MRS JUSTICE GLOSTER: Did you see that docunment at the tine?

A

No.

MR MASEFI ELD: W can see, just below the list, we can see

that Ms McCaw s note starts by sayi ng:

"[Lynn McCaw] was called on Friday 11 June by d eg
Berger (OB) from|[Leboeufs] Mdscow to act on this
matter. She also had a conversation with Viadimr
Ashurov ... and Ksenia Arbatova ... of Salford. She
recei ved ei ght docunents from [Ksenia Arbatova], but the
identity of the parties to these agreenents are not
clear fromthese docunents.”

Then we can see what Ms McCaw appears to have been
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told by M Ashurov and Ms Arbatova, she explains:

"Bryan Cave, the law firmacting for the purchaser
(i.e. Aeg Deripaska...) set up for Roman Abranovich ...
and [ O eg Deripaska] a conpany call ed Rusal.

Apparently, [O eg Deripaska] understood that he was
dealing with [ Ronan Abranovi ch], but ... Berezovsky ...
was behind [ Roman Abranovich]. 25%of [the Rusal

Al um nium shares was sold to [0 eg Deripaska] in 2003.
The remaining 25%is to be sold to OD. The share sale
is supposed to end up with all the shares to be owned by
CD t hrough a hol di ng conpany. "

Now, does that passage al so reflect your
understanding at the tinme, M Streshinsky --
No.

So you do not recall being told by --

MRS JUSTI CE GLOSTER  Sorry, | didn't hear your answer.

A

No.

MR MASEFI ELD: You don't recall being told by M Deripaska's

representatives that M Deripaska understood that he was
dealing with M Abranovich but that M Berezovsky was
behi nd M Abranovi ch?

| do not recall that M Berezovsky -- | was told that

M  Berezovsky was behind M Abranovi ch.

Are you able to explain where this information -- which

Lynn McCaw of Leboeufs -- has cone fromif not from
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Sal ford and fromthe neetings that you had just both
attended with M Deripaska's representatives?

| have no idea. | was assisting M -- | was assisting
M Patarkatsishvili in selling the 25 per cent of Rusal
And you attended two neetings on 4 June and 11 June with
Ms Arbatova and M Deripaska's representatives, correct?
Yes. So, at |east we knew that M Patarkatsishvili was
i nvol ved, he was there, but we didn't know exactly

whet her M Berezovsky was there. So he m ght have been
a partner of M Patarkatsishvili, he mght have --

M Pat ar kat si shvili m ght have held the shares of
beneficial interest in trust for M Berezovsky, but we
didn't have any information on that.

You say that, but what Ms Arbatova appears to have
information on is that Deripaska understood he was
dealing with M Abranovich but Berezovsky was behind

M Abramovi ch. You say you weren't aware of that?

No, | was not aware of that.

And we can see further down this attendance note that
Lynn McCaw i s asking the noney-| aundering officer,

Davi d Wal dron, how nuch investigation they need to do on
where the shares conme fromand who the client is, do you
see that?

Yes.

We can see over the page David Wal dron's advice
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H(A) 75/ 228/ 022. He says that:

"Salford is an investnment fund set up by BB and
soneone el se."

Do you see that?

M hm

He said that he thought Leboeufs needed to be careful.
He goes on to say that he thinks due diligence needs to
be done, he does not think that Leboeuf should sinply
rely on Bryan Cave, M Hauser's firm for their
noney- | aunderi ng due diligence, do you see that?

Yes.

Do you recall being nmade aware at the tine that Leboeufs
had rai sed noney- | aunderi ng concerns and wanted to
conduct proper due diligence of their own before
proceeding with the transaction?

No.

I"I'l cone on to that in a nmonment, M Streshinsky.

Now Ms McCaw of Leboeufs issued a nenorandum setting
out her initial advice to Salford on 14 June 2004, and
we have that advice earlier in the bundl e at page 214
H(A) 75/ 214. Pl ease could you turn that up

Do you have there a nmenorandum of advice from
Lynn McCaw dated 14 June 20047
Yes.

You tell us that you received this nmenorandum of advice



from Leboeufs via an email from M Arbatova on

15 June 2004?

Yes.

And presumably you woul d have read this nmenorandum of
advice from Leboeufs at the tine?

Yes.

We can see from her nmenorandum that Ms McCaw says that
she's received the eight docunents she's been sent,
those were the draft agreenents, together with

Ms Arbatova's "nost hel pful diagram and docunent diary",
do you see that?

Yes.

It's the opening paragraph.

Then Ms McCaw says:

"My understanding is -- and please advise if this is
incorrect -- that [Leboeufs] is solely advising Salford
inthis transaction and that Salford is acting as
financial advisor to BB. | understand that Salford is
not advi si ng Eagl e, Deripaska, Abranovich or Madi son.
Nor is Salford advising Rusal Hol dings or QJSC Russi an
Al um nium However, Salford regards itself as 'honest
broker' in that it would |ike to achieve a position
which is satisfactory to all concerned.

"Despite Ksenia's extremely hel pful menorandum

| have found it extrenely difficult to follow the
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docunentation since it is frequently unclear who is
being referred to and there are many bl ank spaces where
parties have not been identified.

"However, for the purposes of this summary, | have
assunmed that X, Y, 'Vendor', and 'B are in sone way
related to BB."

Do you see that, M Streshinsky?

That's right, yes.

Then if we junp over the page we can see hal fway down,
about three paragraphs up fromthe heading --

Next page?

It's the second page, about three paragraphs up fromthe
headi ng "Docunent No" we can see this H(A)75/215:

"As you know [Leboeufs] is required by
noney- | aundering prevention laws to foll ow an extensive
checki ng procedure on a transaction by transaction basis
even when existing clients such as Salford are invol ved.
This will take sonme tinme."

Do you see that passage, M Streshinsky?

Yes.

So it looks Iike you would have realised, if you read

t hrough this nmenorandum at the tinme, that Leboeufs were
going to have to carry out noney-laundering checks?
That nust have been the case at the tine.

"' m grateful.
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Then the renmai nder of Ms McCaw s nmenorandum proceeds
to work through the various drafts of the transaction
document ati on whi ch she describes variously, and we can
see this on page 216 H(A) 75/ 216, as seriously
i nadequat e, circular, conplex and opaque. They are sone
of the adjectives that you have picked out and refer to
in your wtness statement.

That's right.

She concl udes by saying on page 222 H(A) 75/ 222 that
she hopes her advice is of use to Salford in its further
advice to BB. Do you see that, M Streshinsky?

Yes.

Now, matters didn't rest there, did they,

M  Streshinsky? Leboeufs, as Ms McCaw had nenti oned,
were now obliged to carry out their noney-I|aundering
checks, do you renenber that?

Yes, |'ve seen this in this nenorandum | don't
remenber focusing on that at the tine.

Vell, let's come on to some nore docunents in a nonent.

If we turn on in the bundle to page 293. 001
H(A) 293. 001 you can see there there's a further
menor andum t hat one of Ms McCaw s col | eagues,

Janes Morgan, sent to Ms Arbatova of Salford on
15 June 2004; do you see that, M Streshinsky?

| see that.
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We can see that various client identification docunents
are being sought both in relation to Sal ford Continenta
and in relation to M Berezovsky, do you see that,
M Streshinsky?
Yes.
Then over the page at 293. 002 H(A) 75/ 293/ 002, we can
see that Leboeufs, quite properly, were al so seeking
various bits of transaction information, do you see
t hat ?
Yes.
And if we drop down to the penultimate bullet point, we
can see that the information which Leboeufs were asking
for included information concerning the connection
between M Abranpvi ch and Boris Berezovsky, BB

"... including why and how the 25 per cent indirect
holding in [Rusal Holding] is held by [ M Abranovich]
for [M Berezovsky], and why transfer of shares is to be
for nomnal value ..."

Do you see that?
Yes, | see that.
Do you think that Salford passed on these requests for
further information to you, M Streshinsky?
No, | have never seen this docunent.
Surely you woul d have been tol d about these requests

t hat Leboeufs had rai sed and asked to assist in
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answering thenf

No, | haven't been asked.

So you didn't receive these requests?

No, | didn't.

And you didn't inform M Anisinov that Leboeufs and

Sal ford had rai sed these noney-| aundering requests?

No.

You see, the day after Leboeufs had raised these
requests for further information regarding M Berezovsky
and the relationship with M Abranovich, we know t hat on
16 June 2004 you gave an instruction to Salford on
behal f of your principal asking themto suspend work on
the transaction?

That's right.

Do you recall that?

That's right, that's correct.

Let's turn up the docunent. |f you put bundle H(A) 75
away and pl ease could you be given bundle H(A) 76 and
turn within that to page 13 H(A) 76/13. Now, this is

a menorandum that was drawn up by Salford and sent to
you on about 17 June 2004. There is a Russian version
whi ch we have as well in the bundle starting on page 42
H(A) 76/ 42. | don't know which version you woul d

prefer to work from but if you' re happy with the

English, why don't we stick with the English at page 13.
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MRS JUSTICE GLOSTER: Are you happy to work with the

English, M Streshinsky?

A. | just don't renenber seeing this one so maybe | need to
| ook at the Russian one.

MR MASEFI ELD: It's a docunent that's cone from
M  Anisinov's disclosure, M Streshinsky, and we'll see
that matters are addressed there closely on the

transacti on.

A.  The docunent in Russian is where?

Q It's at page 42 in the bundle.

A.  The sanme bundl e?

Q Yes.

A, Mnhm

Q Do you recall receiving this menmorandum from Sal ford at
the time, M Streshinsky?

A. No, | don't, but | nmust have received it.

Q Are you happy to work fromthe English version,
M Streshi nsky?
A Ckay.
Q If we turn back to page 13 H(A) 76/ 13, we can pick it
up in the third paragraph, just before the heading,
M St reshi nsky.
A Kkay.
Q The third paragraph down, we can see that Salford wite:

"At present the process of negotiating the



transaction i s haphazard, chaotic and uncoordi nated
which may lead to goals entirely different fromthose
initially attended being obtained. The poor

organi sation of the process may excessively conplicate
the transaction structure and make a 'Western-style
transaction' inpossible. There is a significant risk of
a 'Russian-style transaction' being carried out, which
does not provide the seller with adequate guarantees
that the funds are legitinmate and that payment will be
made in full."

Then droppi ng down the page to the section headed
"Process and Results. Negotiations". W can see that
it says:

"The first negotiations on the transaction were
conducted with Coal co representatives on 2 June 2004.

At that time Salford's role in the transaction was not
clearly defined and anmbunted to providing assistance to
Coal co, as the representative of the Beneficiary, in the
technical structuring of the transaction and support for
its infrastructure (the setting-up of conpanies, etc).

"The transaction has evol ved significantly fromthe
time of the first round of negotiations to the present
day. The transaction structure has been nodified during
the negotiations. Two neetings were held with the

representative of the buyer, and the second of these
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neetings, attended by the buyer's external consultants,
determ ned the final structure of the transaction (to
date, at |east).

"At the 11 June neeting, the buyer's |egal adviser
(the international law firm Bryan Cave) provided drafts
of eight transaction-rel ated docunents, which we and our
| egal advi sers [Leboeufs] have anal ysed. The main
results of this analysis is set forth in this menorandum
and [Leboeufs'] nenorandum dated 14 June."

Then we see this:

"On 16 June we were given the principal's
i nstruction to suspend negotiations and work on the
transaction. At the tinme of the suspension, we had held
i ntensive consultation with Leboeuf ([Leboeuf's]
participation in the transacti on depends on the
successful conpletion of due diligence in respect of the
transaction participants) and the intermnedi ary bank
supporting the creation of the technical infrastructure
for the transaction."”

Do you see that passage, M Streshinsky?

Yes.

Was it you that gave Salford the instruction to suspend
negoti ations and the work on the transaction?

Yes.

And who was the principal on whose behal f you gave that
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instruction to Salford, M Streshinsky?

It was by instruction of M Anisinov.

Do you say that it was just a coincidence,

M  Streshinsky, that the instruction to Salford and
Leboeufs to suspend their work on the transaction came
the very day after Leboeufs had started to raise
requests for further information about M Berezovsky?
Since | have not seen the request for information about
M Berezovsky | cannot say anything about this.

Well, you say you haven't seen it, but | suggest to you
that Sal ford passed on the requests that had been raised
by Leboeufs with them passed themon to you, and you
then spoke to M Anisinov and he told you that they
shoul d down t ool s.

No. In fact, this was a different -- the notivation to
stop cooperating with Leboeuf and Salford was entirely
different. | considered this was ny initiative, ny
personal initiative because --

JUSTI CE GLOSTER: What, to suspend instructions?

To suspend Sal ford and Leboeuf, because | consi dered
that M Patarkatsishvili had too many advi sers acting,
and this was really a chaotic nonment at that tinme so --
| al so found the nmenorandum whi ch Leboeuf w ote on

14 June very lengthy and unhel pful because it was

focusing on the matters which | didn't consider to be
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inmportant at that tinme, so | told M Anisinov that

either I will be running the transaction and I wll be
responsible that this transaction is going to be closed,
or Salford. He probably spoke to M Patarkatsishvili
and that was their joint decision.

MR MASEFI ELD: Wiy did you decide that you would go with the
services of Akin Gunmp and M Faekov, who appear to have
done little or no work on the transaction at this stage,
and to stop the work that Leboeufs had been doi ng which
was nmuch nore substantial ?

A. Because | know M Faekov is very able | awer, he was
both Russian | awer and English |lawer, so it was -- we
made numnber of deals with M Faekov together in the past
so it was very confortable for me to work with
M Faekov.

Q Are you aware that Ms Lynn McCaw is a very seni or
partner at Leboeufs, she has over 30 years' experience
in MBA, she is thought to be one of the best MA | awyers
i n Engl and?

A. 1 don't know her

Q W can see that in fact set out by Salford in the
menor andum a bit further on. They go on to say this:

"The suspension of work nmay have an adverse effect
on the quality of the services we provide and on the

notivation of our enployees ([Leboeufs] has currently



put at our disposal the services of one of the best MA
| awyers in England, and the internedi ary bank has
denonstrated its readiness to provide the required
services in an extraordinarily short tinmefrane)."

MRS JUSTI CE GLOSTER: Where are you reading fronf

MR MASEFI ELD: I1t's the second paragraph fromthe end of
page 13, my Lady.

MRS JUSTI CE GLOSTER: Thank you

MR MASEFI ELD: " Nonet hel ess, we hope that it will be
possible to resune the work."

Then the paragraph at the bottom of the page:

"On 17 June we received proposals from|[ Leboeufs] on
sinplifying the docunment structure of the transaction
These proposal s basically boil down to the possibility
of drawing up all the current arrangements regarding the
nmut ual obligations of the parties by preparing three
docunents (including the sale and purchase agreenent)

i nstead of eight."

So Leboeufs had in fact proposed sonething that
woul d cut through the opaque, circular and conpl ex
transaction and reduce it just down to three docunents,
that's right, isn't it, M Streshinsky?

A. | don't know what Leboeuf proposed.
Q Well, you do, because we've seen the nmenorandum of

advice that they sent to you on 14 June.
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Yes --
Whi ch you said you had seen?
Yes, | had seen that, and |'ve seen that they' ve
characteri sed the docunents as anbi guous, circular
uncl ear, et cetera, but | have not -- | don't renenber
there were any proposals in that nmenorandum of how to
overcone that.
I"mnot sure we need to pursue that for the tinme being.
Can we turn on in this Salford nenorandumto page 4
on the internal nunbering, which we have at page 16 of
t he Magnhum system H(A) 76/ 16
Ckay, 4.
We can see at the top of the page Salford say this:
"According to the informati on at our disposal, the
buyer's external consultants have held prelininary
consultations with representatives of the noni nee
sharehol der ..."
So that would appear to be a reference to
Bryan Cave, the buyer's external consultants, talking
with M Abranovich's representatives, the
representatives of the nom nee sharehol der, is that
right?
Vell, | see what's witten here.
And Sal ford go on:

and based on the results of these



consultations, the risks should be distributed between
t he beneficiary and the nom nee sharehol der as foll ows

W can see that Sal ford then set out the
representation sought. The first bullet point deals
with the representations and warranties to be provi ded
by the nominee holder, that is to say M Abranovich, of
which the first, we can see, is:

"During the period from March 2000 up to the
transfer of the shares to the beneficiary, the
beneficiaries were the owners of the beneficiary
interests in the shares.”

Do you see that, M Streshinsky?
| see that.

Then if we drop down to the next rounded bull et point
that deals with the representations and warranties to be
provi ded by the beneficiaries. Do you see that?
"Coverage of risk by the beneficiaries"?

M hm

O which the first is:

"As far as the beneficiaries are aware, during the
period from March 2000 up to the transfer of the shares
to the beneficiaries, the beneficiaries were the sole
owners of the beneficiary interests in the shares.”

Do you see that passage, M Streshinsky?
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A Yes.

Q So as at 17 June 2004, when this nenorandum appears to
have been witten by Salford, Salford appears still to
have been under the inpression that there were two
beneficiaries who were interested in the 25 per cent
stake in Rusal, correct?

MRS JUSTICE GLOSTER: Well, he can't give his evidence as to
what Sal ford thought or didn't think unless he knew t hat
fromhis owm know edge.

MR MASEFI ELD: My Lady, 1'll nove on.

MRS JUSTI CE GLOSTER. W can all read what the docunent says
and you can nake such submi ssions as you wi sh in due
course about it.

MR MASEFI ELD: W can, ny Lady.

Was that still your understanding at the tine,
M Streshinsky, that there was nore than one beneficiary
involved in the transaction? Ws that your
under st andi ng at 17 June 20047

A. Up until the neeting with M Abranovich's side, yes,
| assuned that this could be the case.

Q I'mgrateful for that, and we'll conme on that neeting in
a nonent.

Then if we | ook over the page H(A) 76/ 17.

A 76/17, yes.

Q W can see a headi ng about hal fway down which is called
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"5. Status", do you see that?

76/ 177

There's a heading "5. Status". The first headi ng bel ow
that is "Engagenent of [Leboeufs]".

Yes.

We can see that Salford say:

"I'n connection with the conplex nature of the
transaction, its risk, specific aspects to the
participants to the transaction, the |ack of clear
econom ¢ grounds for the price and the political risks,
we think it is absolutely essential that our client be
represented in further negotiations on the transaction
by an international law firm

"Recogni sing this necessity but at the sanme tine
playing a fairly Iimted role in the transaction,

Sal ford, not having any other opportunity on the part of
the seller of the former sharehol ders of the hol ding
conpany, was forced to use the services of its standing
external consultant. Due to the general tightening of
control rules and the political risks determined by the
personal histories of the participants, [Leboeufs] was
forced to commence a review of the | awful ness of the
transaction and the origin of the funds, as a part of
whi ch [Leboeufs] subnitted a query to which Sal ford nust

respond. "
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Do you see that, M Streshinsky?
M1 hm
So Sal ford is saying here that it's going to be
necessary to respond to the noney-I|aundering queries
that Leboeufs have raised, yes? That's what they're
sayi ng?
Yes, they said that they were:

" forced to commence a review of the | awf ul ness
of the transaction and the origin of the funds ..."

Yes.
Then if we | ook over the page to page 6 on the interna
nunbering, page 76/18 H(A) 76/ 18, we can see that about
hal fway down and just before a nunber of bullet points
Sal ford say this:

"At this stage to successfully conplete the
transaction we believe that the follow ng steps nust be
taken ..."

Do you see that?

Yes.

And if we drop down to the fifth bullet point we can see

that it's recommended by Salford that there be

conpl etion of the Leboeufs noney-Ilaundering review, do
you see that?

"Conpl etion of the LLGM review. "

Yes.
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So even though their activities have been suspended,

M  Streshinsky, we can see that Salford were
recommendi ng that they be reinstated and, anongst ot her
things, that Leboeufs should be allowed to conplete its
noney- | aundering due diligence, that's what this
docunment shows?

Ckay.

W can see what the outcome of that was, M Streshinsky,
if we turn on in bundle H(A)76 to page 61 for the
Russian H(A) 76/ 61 or 61T for the English H(A) 76/ 61T.

Do you see there an email from yourself,

M Streshinsky, to M M shakov, M Deripaska's
representative, dated 17 June 20047

Ri ght.

We can see you've witten to M M shakov:

"Stal bek, follow ng our phone conversation today |
amconfirmng in witing that the decision has been
taken to refuse fromthe services of Lebeff and that al
information is to be directed via nme."

Do you see that, M Streshinsky?

Yes.

Now tell ne this, why had you been involved in

a tel ephone conversation with M Deripaska' s |ega
representatives regardi ng whether or not Leboeufs shoul d

be taken off the transaction?
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| do not recall this tel ephone conversation, but

| assune that | told M M shakov that if we want to
continue to put the transaction forward and actually
execute it quickly, the conpany Leboeuf should be off
the, you know, should go outside of the transaction. So
| should be responsible for the transaction

And was the reason for that you were concerned that the
noney- | aundering queries that Leboeufs had raised woul d
drag out the process?

No, | did not focus on noney-laundering queries at all
at that tine.

You say that, but | suggest that is in fact the reason
why Leboeufs were sacked?

| di sagree.

Wll, let's come on to see what happened next when you
speak with M Abranovich's representatives and then your
conmuni cations with the First Zurich Bank,

M Streshi nsky.

On 17 June 2004, you sent two enmails to Ms Khudyk
suggesting ways in which it mght be possible to
restructure the transaction, do you renenber that,

M Streshinsky?
Yes.
If we could turn those enails up. The first email you

sent to Ms Khudyk we have in Russian at page 23 within
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this bundle, if you could turn that up, please

H(A) / 76/ 23.

In this, the sane bundl e?

Yes.

Yes.

Do you see there an email fromyourself to Ms Khudyk on
17 June 2004 tined at 10.05BST, do you see that?

Yes.

We can see that it attaches a docunent called "Coal co
Letter 17 June 04". It's not over the page in the
bundle, I'mafraid the bundle is not very well ordered.
But do you see the reference to the attachnent, "Coal co
Letter 17 June 04"?

What ?

If you ook in the email heading, M Streshinsky,
underneath the subject "Letter"” it says "attachnments”
do you see that?

"Coal co Letter", okay, yes.

As regards the text of the enmail which we have in

Russi an, | believe we have the translation of that at
page 53 in the bundle H(A) 76/ 53, but could you pl ease

confirmthat for me, M Streshinsky.

MRS JUSTI CE GLOSTER: The transl ation bundle or --

A

Do you want nme to translate this?

MRS JUSTI CE GLOSTER: No, just a second.
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Could you tell me, is it in the T bundle on Magnum

or in the ordinary bundl e?

MR MASEFI ELD: It's in the ordinary bundle, ny Lady. |[If you

A

Q

turn on in the bundle to page 53, H(A) 76/53, we have
a text of enmmil.

And | ooki ng back at the Russian, which you have at
23, is that a translation of the email that you have at
page 237
kay.

It is atranslation --

MRS JUSTI CE GLOSTER. Can you confirmit is, M Streshinsky?

A

Yes, one second.

kay, yes.

MR MASEFI ELD: So you can confirmthat that is the

transl ation of the docunent we have at page 23?
That is the translation, yes, that's right.
I'"mgrateful.
And as regards the attachnment, we have that at
page 38 in the Russian H(A)76/38 and 38T in the
English H(A) 76/ 38T. If you could turn that up. |If
you' re happy working fromthe English, | suggest we work
fromthe purple page 38T.
Yes, | see this, yes.
Can you confirmthat you were the author of the Russian

docunent which we have at page 38 of the Russian text?



W were drafting it together with M Faekov.
"' mgrateful .

We can see fromthe first paragraph of your letter
that you are proposing to sinplify the transaction, yes?
Yes.

And that you then deal with dividends and shares
separately under parts A and parts B, yes?

Yes.

And under the heading "D vidends" we can see that you've
witten:

"BP (an individual) and B (a conpany with B as the
sol e sharehol der) on the one hand, and M on the other
hand, shall conclude the Deed of Accounting and Rel ease
whi ch woul d approximately state the following ..."

Pausing there, BP was clearly a reference to
M  Pat arkatsishvili, wasn't it, M Streshinsky?

That's right.

And B conpany, that was a reference to a conpany which
ultimately became Ciren?

That's correct.

You tell us as nmuch at paragraph 87 of your witness
statement F1/02/77. The reference to the sole

shar ehol der of B conpany, which you describe in
parenthesis sinply as B, you say, do you, that that

ref erence was a typo?
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That's correct.

And you say that you understood that M Patarkatsishvil
was the sol e sharehol der of B conpany and this therefore
shoul d have been a reference to BP rather than to B?
That's correct.

Is that really your evidence, M Streshinsky?

Yes. Yes.

You see, M Streshinsky, | suggest to you that the
reference to B in parenthesis was not a typo at all. It
was a reference by you to M Berezovsky, was it not?

No. No.

Let's go on to have a | ook at what you say in this
docunment, M Streshinsky. Have a |ook at what you say

i n paragraph 1, you say this:

"The parties acknowl edge that according to the
agreenents dated 10 Decenber 2000 and 15 March 2000 and
oral and other arrangenents, BP and B participated in
the sale of shares of KrAZ, BAZ, Krasnoyarsk
Hydr oel ectric Power Station and Achi nsk Al um na
Refinery..."

Do you see that, M Streshinsky?

Yes.
W know for a fact that B conpany, Ciren, did not
participate in the sale of the shares for those plants

on 10 February, or in the establishnent and
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capitalisation of Rusal; that's right, isn't it?
That's correct.

And you knew that full well, didn't you, M Streshinsky?
Yes.

That Cliren didn't participate?

| knew, of course.

You had been involved yourself in the February 2000

sal e, and you also knew that Ciren was, until very
shortly before this second Rusal sale transaction,

a Coal co conpany?

That's correct.

So when you say in paragraph 1 that BP and B
participated in the sale of KrAZ shares and in the
formation and capitalisation of Rusal, you were not
referring to Ciren, were you, M Streshinsky?

No, | was not. But when we were talking on 17 June
about the structure of the transaction, there was no
deci sion that conpany Ciren would be participating in
the transaction. So that was only subsequently when we
have chosen conpany Ciren to participate.

The timng when you decide Ciren does not matter,

M  Streshinsky, because you say that BP and B
participated in the sale of KrAZ shares, and you weren't
referring to a conpany at all there, were you,

M Streshi nsky?



Q
A

| was referring to the conpany. The idea was that

M Pat arkatsishvili and his conmpany woul d be the parties
to this transaction

In paragraph 1 you're referring to the historical
participation of BP and B on the sale of the KrAZ
shares. Which conpany do you say you were referring to
at paragraph 1, M Streshinsky?

Well, the idea was that M Patarkatsishvili would be
represented in the agreenents by a conpany, because that
is an additional layer of protection for any individua
against liabilities.

You see, the people you are referring to in paragraph 1
was not a conpany at all, M Streshinsky, it was

a reference to M Patarkatsishvili and M Berezovsky,
that's the truth of the natter?

No. No.

And that shows that the reference to B as the sole
sharehol der, in the i medi ately precedi ng paragraph, is
not, as you now seek to suggest, a typo but it was al so
a reference to M Berezovsky.

kay, can | explain the reasons --

Pl ease.

-- why | believe this was a typo?

MRS JUSTI CE GLOSTER: Yes, you nay.

MR MASEFI ELD: Pl ease do.
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If M Berezovsky would be involved, it would be clear
that he shoul d have been involved on the sane basis as
M Patarkatsishvili, so M Patarkatsishvili here as

a physical person, and it's called here B as a conpany.
So either M Patarkatsishvili would be a sharehol der of
B together with M Berezovsky, if that would be the
case, or M Patarkatsishvili would be participating in
this deal, M B, Berezovsky, would be participating in

this deal, and their conpany would be participating in

this deal.
So because -- as the structure of transaction
assunmed that M Patarkatsishvili had to guarantee the

obligations for the conpany, it would be inconceivable
to think that M Patarkatsishvili would be guaranteeing
the obligations of conpany B, which was owned by

M Berezovsky. And also it would be inconceivable to
think that the buyers of the shares would want just the
guarantee from M Patarkatsishvili and woul dn't want the
guarantee from M Berezovsky.

M Streshinsky, that's entirely right, and that is why
Ms Arbatova in her docunent diary had suggested that it
was going to be necessary to obtain a power of attorney
fromM Berezovsky so that M Patarkatsishvili could
execute docunents on M Berezovsky's behal f; do you

renmenber that?
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Yes, | renenber the diary, you showed that to ne.

You see, what | suggest you were in fact proposing in
this docunent, M Streshinsky, was that the identity of
the second beneficiary, M Berezovsky, should be
obscured by naning M Patarkatsishvili as one of the
beneficiaries in the transaction and then interposing

a shel f conmpany, B conpany, as the other beneficiary in
the transacti on behind which would stand M Berezovsky.
That, | suggest to you, is the much nore natural reading
of what we have at page 38T H(A) 76/ 38T.

That's not correct, because the buyers requested
personal guarantees fromthe beneficiary so we woul d not
be able to shelter anyone in this transaction.

Vll, we'll come on to a nunber of other docunments in

a nonent, M Streshinsky, which make it plain that even
after this you were aware of M Berezovsky's interest in
Rusal. But let's stay with this letter for the tine

bei ng.

You then go on in paragraph 1 to say this, I'm
readi ng from about five lines fromthe end:

"... and at the tine of the establishnent of [Rusa
Hol di ng] they becane and still are beneficiary owners of
25 per cent of shares in [Rusal Hol di ng] who, anobng
ot her things, have the right to receive all dividends

payabl e on the above 25 per cent shares in [Rusa
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Hol di ng] and the right to receive such shares, whereas

[ Madi son] was and still is the nom nal hol der and
trustee of such shares, and holds them for the benefit
of B/ BP."

That's correct.

So your understanding at this stage was clearly that
there was a trust relationship between M Abranovi ch and
whom ever "B/ BP" mi ght be?

Yes, that was our understanding.

And that was al so the understandi ng of Sal ford and
Leboeufs and M Deripaska's representatives, wasn't it,
M Streshi nsky?

That was.

In the docunents we've just |ooked at, yes?

Yes, that was.

But M Abranovich's representatives were not happy about
the trust description and structuring the transaction in
this way, do you recall that?

Yes -- well, | nmean, not that they were unhappy. They
said that this was not correct.

Wll, let's come on to the docunent. Can we turn on in
the bundle to H(A) 76/ 65.

Yes.

You shoul d have there an email fromyourself to

Ms Khudyk of M1 house Capital, do you see that?
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Yes, | see that.

We can see that this is a further email that you've sent
on 17 June 2004 attaching a second version of your

17 June 2004 letter?

Yes.

You see the attachnment |ine "Coal co Letter 2"?

Yes.

And we have the attachment a little earlier in the
bundl e, M Streshinsky. W have the Russian version at
51 H(A)76/51 and the English version at page 51T

H( A) 76/ 51T.

Yes.

Can you confirmthat you are the author of the Russian
docunent that we have at page 51, M Streshinsky?

| confirmthat we were drafting it together with

M Faekov.

And we can see the docunent starts by saying:

"As we discussed on the tel ephone, in order to abide
by the assurance to banks that you made previously, we
attach the following alternative structure ..."

That's correct.

So it looks fromthis docunment as though you' ve had

a tel ephone conversation with sonebody on 17 June 20047
That's right.

Do you renenber that tel ephone conversation
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M Streshinsky?

| don't clearly renenber the conversation.

| renmenber --

Do you recall whether it was Ms Panchenko that you spoke
to?

| think it was either Panchenko or Khudyk.

And in the course of preparing your evidence and com ng
here today, M Streshinsky, have you tal ked to anyone

el se about that tel ephone conversation?

No.

I'"mgrateful.

Now, do you recall, M Streshinsky, being told what
we can see you recorded here, that you needed to draw up
an alternative transaction structure which would be
consi stent with the assurances or representations that
M Abr amovi ch' s peopl e had previously made to banks?
VWell, | assune that -- when we sent this first letter to
Ms Khudyk, they called us and they told us that we did
not understand them and that they did not have any
relationship of trust. They explained to us that when
openi ng the account of the conpany, |ike Rusal, or
conpani es which they were hol ding, you have to put in
the bank a certain formA, which is identification of
beneficial owner, and no matter whether there's a trust

behi nd or a physical person behind, you would have to
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di scl ose that whoever is beneficial owner would be the
beneficial owner, so for the bank docunentati on.

So they told us that there was no trust relationship
between M Patarkatsishvili and M Abranovi ch.
You see, that is not reflected in what we see in the
opening words of this letter, M Streshinsky. What is
reflected is that you' ve had a conversation with
M Abranovi ch's representatives in which they have said
that it needs to be reorgani sed to abide by the
assurances to the banks. So they are proposing
a different structure which will be consistent wth what
has previously been said to the banks.
VWll, they were -- M Abranovich's side was the only
party who knew what was the real ownership structure.
So they told us that there was no trust arrangenent,
that the shares were not held in trust for
M Pat ar kat si shvi li.
You see, Ms Panchenko believes that it was nost probably
her that you spoke to on 17 June 2004, and for the
record we have Ms Panchenko's evidence in relation to
this at Day 27, page 8, line 14 to page 10, line 16, but
| don't think we need to turn it up.

What Ms Panchenko says is that it was nost probably
her that called you on the 17th, and that during the

conversation which she had with you, M Streshinsky, one



of the argunents that she used was that in her capacity
as financial director of Rusal she had made various
statenents to the outside world, including to the banks,
to the effect that M Abranovich was the owner of the
25 per cent sharehol di ng.

Now, do you recall a conversation with Ms Panchenko
along those lines, M Streshinsky?
| don't recall it particularly but | think it's possible
that she told me that. And | would like just to
reiterate that even nore so, that Ms Panchenko was the
financial director of Rusal so she was responsible for
the account opening for Rusal, and she had to declare in
the forns A who was the beneficial owner of Rusal
She was al so the person who, as financial director of
Rusal , woul d have been nmaking statenments to the outside
worl d, including banks, and she says that was one of the
argunents that she used when she spoke to you as to why
the transaction structure should be changed.
So?
You don't have any clear recollection of this
conversation?
No, | don't have a clear recollection of this
conversati on.
There is certainly no suggestion in the letter that you

had mi sunderstood the position. You don't say "W
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understand we've got it conpletely wong." You don't
wite that, do you, M Streshinsky?

Yes, there was nothing in this letter like that.

And do you recall M Panchenko telling you a further
reason why the transaction should be structured
differently, nanely that M Abranovich did not want
further to docunent the existence of M Berezovsky or
M Patarkatsishvili's beneficial ownership; do you
recall that, M Streshinsky?

| don't recall that but that m ght have been the case.
It mght have been the case. You see, very shortly
after this, on 17 June 2004, in conpliance infornation
that you were providing to First Zurich Bank, you said
that you had been told by M Abranovich's people that
they did not want to document the existence of the
beneficial ownership relationship with

M Pat ar kat si shvili, do you renenber that?

Yes.

So do you think you m ght have been told on this
occasi on by M Abranovich's people that they didn't want
to docunent the existence of beneficial ownership?
Well, that was -- our position was al ways, and we al ways
t hought, that M Patarkatsishvili was the beneficial
owner of this 25 per cent during this transaction. And

in the conpliance neno which you referred to, we wote
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that the position of M Abranovich was different.
And it was different because they had made it clear to
you that they did not want to docunment the existence of
M  Pat arkat si shvili's beneficial ownership; do you
remenber that?
| do not renenber whether they had nade clear to ne or
it was -- | concluded this on the basis of all the
di scussi ons which | had, the information.
Well, we'll cone on to the docunent in a noment,
M Streshinsky. But sticking with the docunent which we
have at bundl e H(A) 76/ 51T for the tinme being,
M Streshinsky, if we | ook down to "Part A. Dividends"
we can see that you have |l eft unchanged the opening
wor ds whi ch state:

"BP (an individual) and B (a conpany with sole
sharehol der B) ..."

Do you see that?
Yes, it was the sane typo. W just changed the first
par agraph, | think, the point 1.
So you say that despite going back to this docunent and
substantially rewiting various parts of it, you had not
pi cked up and corrected what you say was an obvi ous
error in this passage?
| don't think we have substantially rewote the

docunent, we just -- | think we just rewote the point 1



in this docunent.
MR MASEFI ELD: M Lady, that m ght be a conveni ent noment.
MRS JUSTICE GLOSTER: No, I'mgoing on for a few mi nutes.
MR MASEFI ELD: |' m grat eful

If we then | ook further down at bullet point 1, we
can see that the first four lines of this document have
not changed. You still refer to BP and B participating
in the sale of the shares of KrAZ, don't you?

A, Yes, | see that.

Q W can see that follow ng your conversation with
Ms Panchenko about the representati ons made to banks,
the last five lines of paragraph 1 have changed. And
what you now propose is that the parties acknow edge not
the existence of any trust relationship but that:

"... in creating [Rusal Hol ding] [Mdison] undert ook
to pay to BP and B sunms equal to the sunms received as
inconme fromthe 25 per cent of shares in [Rusa
Hol di ng], including dividends fromsaid 25 per cent of
the shares, and suns/property received upon any sal e of
such 25 per cent of shares.”

Then in parenthesis:

"(Thus, this was exclusively a liability right,
rather than a trust or proprietary right -- attorney's
comment. )"

Do you see that?

59



60

Yes.

Wien you refer there to an attorney's comment, whose
comment was it that you were referring to,

M Streshinsky?

That was expl anation of M Faekov.

That was M Faekov of Akin Gunp who had suggested that,

was it?
Yes.
' mgrateful .

Now, you tell us that one of your responsibilities
inrelation to the second Rusal sale transaction was to
ensure that Ciren, the party that was to be a party to
this transaction, had a bank account into which the
noni es due from Eagl e and Madi son coul d be paid, do you
remenber that?

Yes.

You tell us F1/02/81 that you liaised with both First
Zurich Bank and Parex Bank, and originally you had hoped
that First Zurich would hold the bank account, but that
due to difficulties with First Zurich getting
confortable with the transaction you ultimtely used
Parex Bank, correct?

Correct.

| would like to | ook with you at sone of the

comuni cations that you had with Zurich Bank and its



| awyers, Secretan Tryanov, around this tine,
M  Streshinsky. You can put away bundle 76 but please
can you be given bundle 77.

MRS JUSTI CE GLOSTER  What paragraph of his wtness
statenent are you dealing with at the nonent?

MR MASEFI ELD: My Lady, it's paragraph 96, which we have at
F1/ 02, page 81 F1/02/81. Does your Ladyship have
t hat ?

MRS JUSTI CE GLOSTER:  Yes, go on.

MR MASEFI ELD: You can put away bundle 76, and if we turn in
bundl e H(A) 77 to page 97, please H(A) 77/ 97.

Do you see there an email, M Streshinsky, from
yourself to M Escher dated 23 June 20047?

A Yes.

Q And can you confirmthat M Escher was your contact at
First Zurich Bank whom you had known for a nunber of
years?

A, Yes.

Q W can see that you've filled in the subject Iine "For
Your Info", and you've attached a docunent called "RH
Transaction History", do you see that?

A Yes.

Q If we turn back in the bundle to page 95 H(A) 77/95, do
you see there the docunent which | think is the

attachnent. |It's a draft docunent dated 23 June 2004,
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we see that in the top right corner; yes?
Yes.

And it's stated to be "Highly confidenti al
di scl osed external ly"?

Yes.

. Not to be

And cal |l ed "Rusal Hol di ngs Share Sal e Conpli ance

Information -- Transaction Structure and Background".

Do you have that docunent?

Yes.

And you tell us that you prepared this draft nmenorandum

and sent it to M Escher on 23 June 2004,
No, that was done by M Faekov.

It was done by M Faekov?

Yes.

Did you assist himin the drafting of it,
M Streshinsky?

| don't think so but | probably read it.

is that

right?

Where woul d M Faekov have got the information which is

contained within this nenorandum apart from you,

M Streshinsky?

Because of his involvenent in the process.

Woul d his invol venent and instructi ons have cone

primarily fromyou, M Streshinsky?

Yes.

I"'mgrateful. The draft nmenorandum starts by saying:
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"This note is prepared by [B corp] ('Seller') to

[nane of bank] ('Bank') in connection with the Seller's
request to open an account for receipt of funds due to
the seller in respect of:

"(i) the settlenent of certain disputes with ..
('"Madison') ... and

"(ii) the sale of 25 per cent of [Rusal Holding] to
Eagle ...

"The contenpl ated transaction and the information
herein are highly confidential and are provided to the
Bank for conpliance purposes only on the condition and
under standi ng that the Bank will keep all the details
herein strictly confidential."

Do you see that, M Streshinsky?

Yes.

Then you go on in section 1 briefly to outline the
transaction structure, but then dropping down to
section 2, entitled "Background", you say this:

"Omnership and Contr ol

"The Seller is own by [BP] ('BP') as the direct
100 per cent sharehol der

"Madi son is indirectly owned and controlled by M. ..
Capital, the ultimte beneficial sharehol der of which is
R.. A A...

"ECGis indirectly owed and controlled by Bas ...
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the ultimate beneficial sharehol der of which is owned
and controlled by bass, the ultimte benefi ci al
shar ehol der of which is O.. V.D..."

Pausing there and filling in the blanks, "BP' was
a reference to M Patarkatsishvili?
That's correct.
"M Capital” was neant to be a reference to MII house
Capital ?
"M -- | think it --
"Madi son is indirectly owned and controlled by M...
Capital ..."
It's possible, yes. Yes.
"RAA" was neant to be a reference to M Abranovi ch?
Yes.
"Bas" was neant to be a reference to Basic El enent,
M Deripaska's group, correct?

Yes, | think so.

And "OVD' was neant to be a reference to M Deripaska?

That's correct.
Then if we turn over the page to page 96 H(A) 77/ 96,
you say this:

"2000 Purchase and Negoti ati ons.

"Under an agreenent dated 10 February 2000 between

BP, RA and others (the '2000 Agreenent', the original

whi ch can be presented), BP, jointly with RA and [ bl ank]
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agreed to purchase froma nunber of sellers shares
of ..."

And then you list out the KrAZ, Bratsk and Achi nsk
assets, do you see that?
M hm
When you referred in the first line to BP, RA and
others, M Streshinsky, who do you say were the others
to whom you were referring?
M Shvi dl er.
M Shvidler is one of the others to whomyou were
referring but who was the other person included within
the definition of "others", M Streshinsky?
It's witten here, "BP jointly with RA" and in
brackets --
In the Iine above, M Streshinsky, it says "BP, RA and
others" in the plural.
It doesn't say others, it's a bracket with --
No, if you |l ook at the |line above, M Streshinsky:

"Under an agreenent dated 10 February between BP, RA
and others ..."

Do you see that?
Yes.
So who were the others that you were referring to?

You' ve named M Streshinsky. Wo was the other person?

That was M Shvidl er.
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And who was the other person?

There was no ot her person.

Let ne ask you this, M Streshinsky, why was there any
sensitivity about namng M Shvidler in this highly
confidential menorandun? Can you explain that to the
court?

Because M Shvidler was not nentioned in this. So the
way | think this draft was done is that M Faekov was --
drafted the paper, and | renoved the nanes, so -- and
since M Shvidler was never nentioned previously in this
paper so | just crossed himout because he was not
defined as a person.

You see, you were prepared to indicate, at |east by way
of their initials, that M Patarkatsishvili and

M Abrampovi ch had been invol ved as purchasers.

Yes, | knew that M Patarkatsishvili, Abranovich and
Shvi dl er were involved in the purchase.

And we al so know from ot her docunents that we're com ng
on to that you in fact sent the 10 February 2000 naster
agreenent to M Escher at First Zurich Bank, and the
10 February master agreement expressly identifies

M Patarkatsishvili, M Abranovich and M Shvidler as
the purchasers of the KrAZ assets?

Yes.

So that suggests the fact that there was in fact no real



sensitivity about identifying M Shvidler as one of the
pur chaser s?

A Well, | mean, there was no real sensitivity about
(inaudible). It was just for conveni ence sake, | put
hi s nane away | think.

Q | agree with you there wasn't sensitivity about nam ng
Shvidl er as one of the purchasers. You see, what
| suggest to you is that one of the other purchasers
whom you had in nmind, and in relation to whomthere was
real sensitivity, was M Berezovsky and indeed that's
plain fromdocunments that we'll cone to in a nonment, but
you deny that, do you?

A. | disagree with you.

Q You disagree with nme?

A Yes.

MR MASEFI ELD: My Lady, do you want to pause there or shall
we go on?

MRS JUSTICE GLOSTER: No, I'mgoing on. | wll decide when
I am going to pause, M Masefield.

MR MASEFI ELD: | am grateful.

Then you go on to say that at the tine of the 2000
acqui sition, the alum nium assets were transferred to
M Abramovi ch and his conpani es on t he under st andi ng
that a prorata portion was being held for the benefit of

M Patarkatsishvili, the legal formof the sharehol di ng
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to be agreed. Do you see that?

It's the second paragraph down H(A)77/96:

" they were transferred to RA and his compani es,
on the understanding that a pro-rata portion is being
held for the benefit [of M Patarkatsishvili], the |ega
formof the holding to be agreed."

Do you see that?

Yes.
Then you say:

"I'n March 2000 [ M Abranovich] has agreed with
[M Deripaska] to form[Rusal] ..."

And Madi son subsequently becanme a 50 per cent
shar ehol der of Rusal Hol ding. Do you see that?

Yes.
Then we see that you say this:

"At the sanme tinme, BP, Madi son and RA negotiated as
to the exact portion of the shares due to BP and as to
BP's legal rights to such shares. The position of BP is
that BP, being one of the purchasers, is the beneficial
owner of 25% of shares of the Producer Shares (and/or of
the respective portion of RH), whereas the position of
RA was unclear: RA admtted that BP does have sone sort
of rights or entitlenment in relation to the purchase of
the Producer Shares (for exanple, on nore than one

occasion RA and his conpanies paid over to BP a pro-rata
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portion of dividends on the Producer Shares), but at the
same tinme did not want to docunment BP' s beneficial
owner ship. "

Do you see that, M Streshinsky?
Yes, | see that.
That | ast comment, that M Abranpvich's representatives
did not want to docunent BP' s beneficial ownership, was
that sonething that you' d been told by Ms Panchenko in
her conversation on 17 June, M Streshinsky?
| do not remenber precisely what was told. That was ny
under standi ng of the situation. | thought that
M Patarkatsishvili, by virtue of participating in the
10 February agreenent, 10 February 2000 agreenent, was
beneficial owner of certain portion of shares of Rusal,
but I didn't have any exact information.
Well, | think you' ve said earlier that your recollection
of that 17 June conversation isn't perfect.
Isn't perfect.
It isn't perfect?
No.
And we' ve now had di sclosure, just ten days ago, of sone
further documents from M Abranovi ch which shows that on
16 June, so the day before your conversation with
Ms Panchenko, there were internal discussions in which

Ms Panchenko was told there should be no warranti es
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about beneficial ownership because M Tenenbaum di d not
want to further docunment BB s beneficial ownership.

| don't think we need to turn that up but the
reference for the record is H(I) tab 4, page 17
H(1)/04/17. Wat | suggest to you happened -- and see
if this jogs your nenmory, M Streshinsky -- was that in
the tel ephone conversation with Ms Panchenko on
17 June 2004, she explained to you that they did not
want to further docunment BB's beneficial ownership and
that is what we therefore see reflected here in your
conpliance information to the Zurich bank. Is that
possi bl e?

That' s possi bl e.

You go on in your nmenorandumto say this, I'mlooking
down towards the bottom of the page H(A) 77/ 96, just
before nunbers (i) and (ii):

"I n 2003-2004, the parties reached agreenent (to be
recorded in the Deed of Settlenent), that as settl enent
for BP's participation in the acquisition of the
Producer Shares, Mdison will:

"(i) pay to the Seller a cash consideration (being
accunul ated di vidends not yet paid over to BP); and

"(ii1) transfer to the Seller 25% of the shares of RH
(certain waivers of pre-enptive rights will be obtained

by Madison in order to effect this).



"Since BPis unwilling to remain a mnority
shar ehol der of RH, he has sinultaneously agreed with ECG
(a majority shareholder of RH) that after he acquires
the RH Shares, he will sell themto ECG and the benefit
of warranties of title to the RH Shares will flow from
Madi son directly to ECG  The purchase price is
$ [ bl ank]."
You subsequently filled in sone of these blanks with
your friend M Escher of First Zurich Bank over the
t el ephone, didn't you, M Streshinsky?
A. | don't renmenber that.
MRS JUSTICE GLOSTER: Are you going to go to another
docunent ?
MR MASEFI ELD: W are, ny Lady.
MRS JUSTICE GLOSTER: Right, I'Il take the break now.
MR MASEFI ELD: |'m grateful.
MRS JUSTI CE GLOSTER: Ten mi nut es.
You're not to talk to anybody about your evidence,
pl ease.
THE W TNESS: kay, thank you.
(11. 45 am
(A short break)
(11.57 am
MRS JUSTI CE GLOSTER  Yes, M Masefi el d.

MR MASEFI ELD: M Streshinsky, First Zurich Bank had to
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conduct their own noney-l aundering checks and due
diligence, and to that end M Escher engaged the
prof essi onal services of a well-known and highly
respected Swiss firmof avocats called Secretan Tryanov.
Do you renenber that?
| didn't know about the involvenment until | get the neno
fromthis Secretan Tryanov.
You got the nmeno from Secretan Tryanov around
24 June 2004?
Yes.
We have Secretan Troyanov's advice, the nenpo that you're
referring to, at page 75 in the bundle H(A) 77/ 75.
75, yes?
Yes, please, if you could turn that up. W have for the
record M Escher sending this docunment to you under
a covering email on 24 June which is at page 133 but
| don't think we need to turn that up.
Yes.
Looki ng at page 75, we can see that the report is dated
23 June 2004 and is entitled "Re: Anti-Mney Laundering
Due Diligence" do you see that?
Yes.
It's addressed to M Escher of First Zurich Bank.

If we glance on to page 82 H(A)77/82, we can see

that it's been conpiled by M Eric WFiechter who is one



of the managi ng partners and the counsel at Secretan
Troyanov. Do you see his signature on page 82?
Yes.
Then turning back to page 75 H(A) 77/ 75, we can see
that M Fiechter says that on 17 June 2004, this is the
first paragraph, he was requested by M Escher to review
the possibility of First Zurich Bank opening a bank
account, the beneficial owner of the funds to be
deposited on the account being M Patarkatsishvili. Do
you see that?
Yes.
M Fiechter says:

"You provided us with a brief description of the
i nvol ved persons/ background and of the transaction which
woul d generate the funds that would be wired on to the
account that the Bank nay accept to open.™

Do you see that?
Yes, | see that.
So it's clear fromthat, is it not, M Streshinsky, that
M Escher and M Fiechter have been in conmunication
with each other and M Escher has provided M Fiechter
with a brief description of the people involved, yes?
Yes.
And | suggest that M Escher's brief description which

he supplied to M Fiechter came fromthe conversations
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that M Escher had previously had with you filling in

t he bl anks on your conpliance information menorandum
That's right, isn't it?

That was one of the documents which | provided to

M Escher.

And t he docunment which we saw you had provi ded incl uded
a nunber of blanks and you filled in those blanks with
M Escher?

Well, can we go back to this docunent?

W can. The docunent is page --

JUSTI CE GLOSTER: \Where is the page where the bl anks are

filled in?

MR MASEFI ELD:  Page 95 H(A) 77/ 95.

A

We don't have the blanks filled in in manuscript, ny
Lady. What |'m suggesting to the witness is that he
explained to M Escher who the various parties involved
wer e.

Because if we | ook at page 95, the conpliance
docunent you had prepared, that refers to people -- do
you have page 95?

Yes.

That refers to the people at the bottom of the page by
way of initial only so there's reference to "BP", "RAA",
"OvD'. We've |ooked at that.

As you can see, this paper was provi ded when
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M Fiechter's nmenorandum was al ready done.
I"mnot sure that's right, M Streshinsky, because --
Well, it says "draft 23 June" --
It does.
-- and the opinion of Secretan Troyanov was June 23.
Yes, and if you | ook over the page in M Fiechter's
opinion to page 76 H(A) 77/ 76, do you see he's
referring to a second batch of docunents?
kay, yes.
If you | ook down at the last bullet point, we see:
"Rusal Hol di ngs Share Sale -- Conpliance
Information -- Transaction Structure ...
(draft June 23...)."
So M Fiechter has seen --
kay, so he included it.
I't has been incl uded.
Yes, okay.
What |' m suggesting to you, M Streshinsky, is that you
filled in the blanks to M Escher over the tel ephone and
M Escher then provided a brief description of the
persons involved to M Fiechter, and that is what
M Fiechter is referring to in the second paragraph on
page 75 H(A)77/75. Do you think that is possible?
Second paragraph, it's "You provided us with a brief

description...", yes. Well, it's possible that | have



filled the blanks for M Escher and he has provided that
to M Fiechter.

I"mgrateful for that. 1In fact we'll conme on to sone
emai | exchanges in a nonment, M Streshinsky, which nmeke
it in fact perfectly plain that that is what happened,
but let's stay with this nenorandum for the nonent. |If
we | ook further down this page, we can see that a |ist
of docunents has been provided to First Zurich including
M M shakov's diagram of the transaction and M Hauser's
menor andum  Those are the first two bullet points in
the first batch. Do you see that?

Yes.

If we turn over the page to page 76 H(A) 77/ 76, we can
see that Secretan Troyanov have been al so supplied with
t he second batch of docunents including the contract
dated 10 February 2000 and your conpliance information.
Do you see those docunents?

Yes.

Then in item 2, the heading "Results of our own factua
research”, we can see that Secretan Troyanov have

conmi ssioned their own factual research from

a confidential source which they've attached as annex 1
to their opinion. Do you see that headi ng?

Yes.

We have annex 1 to this report at pages 83 to 94 of the
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bundl e H(A) 77/ 83.
Yes.
We can see that First Zurich Bank have conm ssioned due
diligence researches in relation to both
M Patarkatsishvili, that's pages 84 to 92 H(A) 77/ 84,
and also in relation to M Berezovsky whi ch we have at
pages 93 to 94 H(A) 77/ 93.
Yes.
Do you see that?

Then turning back to the body of M Fiechter's
opi ni on on page 76 where we were at H(A) 77/ 76, we can
see that in section 3 of his advice, M Fiechter has set
out the general regulatory framework concerning
Switzerland' s effort to conmbat noney-laundering. Do you
see that?
Yes.
And the legal analysis then runs through until page 80
of the bundle and we can then pick it up on page 80,
page 6 in the internal nunbering H(A) 77/ 80.
Wi ch page?
Page 80 of the bundle, 77/80.
Yes.
And there's a section 5 headed "Anal ysis". Do you see
that, M Streshinsky?

Yes.
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Q W can see that M Fiechter says that:

"The first step of the analysis is to determne if
you [by which he neans M Escher of First Zurich Bank]
may enter into business relations with
M Pat ar kat si shvili."

Do you see that?

A Yes.
Q Then dropping down to the next paragraph, we can see
that M Fiechter says:

"Based on the Annex 1 it woul d appear that the
accusations directed agai nst M Patarkatsishvil
originate from Russia, and that they could be
politically notivated. Based on this report it would
al so appear that M Patarkatsishvili would typically
enter into the definition of the 'oligarch’

"The initial phases of M Patarkatsishvili
successful business career may rai se unconfortable
questions. This however does not yet nean that
M Patarkatsishvili was is linked to organi sed crinme as
defined by Swiss law. Under the Section entitled
"Alleged links to organised crine' of Annex 1 (points
2.12 and following) it would appear that certain
al | egati ons have been nade concerning
M Patarkatsishvili's links to organised crim nal

activities. It nust be however noted that these



al l egations either come from Russia (whose bi as agai nst
M Berezovsky and M Patarkatsishvili is recognised by
the Federal Research Division, Library of Congress) or
are not docunent ed.

"Anot her el enment that would tend to dism ss the
al l egation of links to crimnal organisations is the
fact that based on Annex 1, we are not aware of any
freezing orders of M Patarkatsishvili's assets.

"I't woul d appear based on our prelimnary factual
research, that you may wish to conplete by interrogating
alternative sources, that it is unlikely that
M Patarkatsishvili is linked to crininal organisation
within the meaning of [Article] 260 ... of the Sw ss
Cri m nal Code.

"Based on the foregoing, we do not believe that the
general ban on certain clients would apply to
M Pat arkatsishvili."

Do you see all that, M Streshinsky?

Yes.

Then we can see that M Fiechter goes on to say that the
second step is to determ ne the degree of risk
applicable to the transaction, and M Fiechter, as we
can see, concludes that the risk should be considered as
hi gh. Do you see that, the | ast paragraph on the page?

Yes.
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Then over the page H(A) 77/ 81, we can see that
M Fi echter says that:

"The third and final step, which is ... as inportant
as the previous steps ... is to conduct the enhanced
transaction due diligence..."

Do you see that?

Yes.

M Fiechter then proceeds to anal yse the transaction
fromwhat he calls a "helicopter view basis" to see
whether the entire picture passes the plausibility test.
Do you see that in the second paragraph?

Yes.

M Fiechter also says that the entire transaction shoul d
be x-rayed. He then says:

"I't nust be pointed out that it seens that
M Pat arkat si shvili has been extrenely helpful in
provi di ng conpl ete avail abl e docunentati on. These
transparency efforts are a factor when conducting a due
diligence."

Do you see that passage?

Yes.

M Fiechter then proceeds to anal yse the various
contractual docunents with which he's been provided and
we can see that M Fiechter starts by anal ysing the 2000

agreenent and noting that party 1 of the agreenent was
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said to conprise M Abranovich, M Shvidler and

M Pat arkatsishvili, and he notes the 550 nillion sale
price. Do you see that?

Yes.

M Fiechter then turns on to consider the conpliance

i nformati on which you' ve provi ded and notes that

M Patarkatsishvili participated in the purchase of the
shares but that the agreenent did not clearly define how
the shares were to be allocated as between the

pur chasers.

M Fi echter says that:

"As a result none of the ... Shares were fully
transferred to M Patarkatsishvili but were held by
M ... Abranovich and his conpanies, on the

understanding that a pro-rata portion is being held for
the benefit of M Patarkatsishvili."

Do you see that?
Yes, | see it.
Then M Fiechter notes that:

"I'n March 2000, M Abranovich... agreed with M. ..
Deri paska to form Rusal ..."

And that the producer shares were reorgani sed and
consol idated into Rusal.

M Fiechter notes that they don't have any

docunentary evidence of that Rusal nerger and the
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restructuring of the sharehol di ng.
M1 hm
Then he says:

"It also appears that M Abranovich and
M Pat arkatsishvili have now agreed to settle the
question of the ownership of the shares by transferring
the shares representing 25% of Rusal Hol di ngs.

"Based on the explanations provided to us this would
mean that M Patarkatsishvili was entitled to half (50%
of M Abranovich's share in Rusal Hol dings and therefore
al so half of the value of the 'Producer Shares'.

"This, in turn, would value M Patarkatsishvili
initial contribution to the acquisition of the Producer
Shares at 50% of the acquisition price, or USD
275, 000, 000 (50% of 550, 000, 000) . "

Then turning over the page to page 8 of the internal
nunbering, page 82 of the bundle H(A) 77/82, we can see
M Fiechter says this:

"Upon receipt of the shares representing 25% of
[ Rusal Hol ding], M Patarkatsishvili intends to sell
such shares to [Eagle Capital] for a consideration of
USD 467, 000, 000.

"It nmust finally be noted that half of
M Patarkatsishvili stake is held on a fiduciary basis

in favour of M Berezovsky. The fiduciary agreenent is
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apparently not docunent ed.
"Based on the foregoing M Patarkatsishvili's

personal initial investment woul d therefore be

USD 137,500,000 ... [and he does the maths] and his
capital gain USD 104,000,000 ... [and again he does the
mat hs] . "

Do you see that, M Streshinsky?
| see that.
So what M Fiechter is saying on page 8 of his opinion
is that First Zurich Bank should only accept about half
of the Rusal sal e proceeds by way of
M Patarkatsishvili's personal initial investnent
because the other half, he understands, belongs to
M Berezovsky. That's what he's saying here, isn't it,
M Streshinsky?
Apparently so.
Let me ask you this, did you provide M Escher with the
information that we see on the second paragraph of this
page, nanely that it nust finally be noted that half of
M Patarkatsishvili's stake is held on a fiduciary basis
in favour of M Berezovsky?
No. All | have provided M Escher with is the batch of
t he docunments which is listed here. It was the first
batch and the second batch. So first batch included the

menor andum of Paul Hauser and the original transaction
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docunent s which included parties Bl, B2, and then the
second batch as well.

So you never had a conversation, you say, with M Escher
in which you explained that half of the funds were going
to flow through to M Berezovsky?

| don't renmenber that.

Vll, we'll come on to the docunments in a nonent,

M Streshinsky. You see the information that is
referred to in M Fiechter's advice is not contained in
either of the annexes which is attached to his advice.
We've been through it very carefully and there's no
menti on of that information there.

Excuse nme?

The information that we see in the second paragraph of
page 8 relating to M Berezovsky and the fiduciary
arrangenent in his favour is not contained in either of
t he annexes that were attached to M Fiechter's advice,
the confidential information that M Fiechter had

conmi ssi oned.

Vel l, you know, | did not know M Fiechter, | did not
know that M Escher would talk to M Fiechter, and

| didn't know what information M Escher gave to

M Fi echter.

Well, we'll see what you did say to M Escher and what

he passed on to M Fiechter in a nonent.



Can you turn on, please, within bundle H(A) 77 to
page 201 H(A)77/201. W can see here a string of
three emails passing between yourself and M Escher of
First Zurich Bank on 24 and 25 June 2004. |[|'d like to
pick it up with the email which is first in tine, which
we have at the bottom of page 202 H(A) 77/202. If you
turn to that, do you see an emmil towards the bottom of
the page which was sent by M Escher to you on
24 June 2004?

M1 hm
We can see M Escher wites:

"Dear lvan, | amvery glad to be approached wth
your transactions and I amready to al so nake the
appropriate investnment i.e.hiring the best lawer(s) in
order to properly structure the transactions within the
frame of our rules and regulations. | amalso bound to

create i nnovative solutions on this basis.

"It is on the other hand al so i nportant that we know

the true story fromthe very beginning in order to be
efficient. The |awyers should not get suspicious, we
need themon our side. | think there is still a chance
to fix the transaction but please be prepared to put
everything on the table when we neet on Tuesday at 9 am
in our offices.”

MM hm
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Can | ask you this, M Streshinsky, why was it that the
| awyers were getting suspicious? Do you renmenber that?

| did not know about the involvenent of the |awers

until | get the nenorandum
Wel I, you got the menorandum we' ve seen on 24 June 2004.
Yes.

What M Escher is telling you here is that the | awers
are getting suspicious. Do you recall why the |awers
were getting suspicious, M Streshinsky?

No.

Was it because you were now telling them contrary to
what they had been told previously, that M Berezovsky
in fact had no interest in this transaction?

Wl |, maybe it was because they received first batch of
docunments with two beneficiaries, then the second batch
of docunents with the one beneficiary.

Let's follow this email chain through a little further,
M Streshinsky. |If we turn back to page 201

H(A) 77/ 201, we can see that you wote back to

M Escher the same day saying that you had been very
open fromthe beginning and that you had told M Escher
the whole story and sent himall the docunents you had
avai l able. Do you see that?

Yes.

So you had spoken to M Escher and you had told himthe
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whol e story, yes?

Yes.

Then if we go over the page to the top of page 202 we
can see you say this:

"You on the other hand have confirned to nme that the
transaction can be effected by the Bank for the full
amount, including the flowthrough funds after | have
specifically explained you the consequences for ne of
the unjustified answer."

Now, just pausing there, M Streshinsky, the problem
that you nmention here arises out of the point which
we' ve just seen M Fiechter was making on page 8 of his
opi nion, nanely that M Fiechter had said, given the
fiduciary arrangenent with M Berezovsky,

M Patarkatsishvili's initial investnent could only be
for about half the Rusal sale proceeds. Do you renmenber
that point, M Streshinsky?

Yes, | renenber that point fromthe -- yes.

We have it back on page 82 of the bundle.

Yes.

What you are referring to in your email which we have at
page 202 H(A)77/202 is the fact that you had

understood that First Zurich Bank coul d receive the ful
anount including the flowthrough funds, and by

fl owthrough funds you neant the 50 per cent of the
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Rusal proceeds that you understood would then flow

through M Patarkatsishvili's account to M Berezovsky.
| didn't understand that. | think that | was making
reference to the full anpbunt, so which -- and part of

this amount M Fiechter called as fl owthrough funds.
Can you please explain to the court what the
flowthrough funds were, M Streshinsky, that you were
referring to in this email?

M Fiechter referred to the flowthrough funds probably
as the funds which have to be transferred by -- from
M Pat arkat si shvili to sonebody else, so -- and | --

| don't think M Fiechter --

MRS JUSTICE GLOSTER Let himfinish his answer, please.

MR MASEFI ELD: Sorry.

A

So | was insisting that the -- that we need to talk
about the ability to hold the full anpbunt on the account
of M Patarkatsishvili.
If we turn back to page 82 in the bundle, M Streshinsky
H(A) 77/ 82.
Yes, | am on page 82.
M Fiechter doesn't in fact refer to the flowthrough
funds at all. What he tal ks about is the fact that:

"M Patarkatsishvili's personal initial investnent

woul d therefore be ...

And then he does two sunms which broadly add up to



about half of the Rusal sale proceeds. The reference to
the fl owthrough funds comes for the first tinme in your
emai | that we have at page 202.

VWell, we nust have di scussed with M Escher about this
and | told himthat the full anmount should be on the
account of M Patarkatsishvili.

And what did you tell M Escher about the flowthrough
funds, M Streshinsky?

| -- actually | told to M Escher that

M  Pat arkatsishvili is the beneficiary and he is to
receive full amount. So this approach which M Fiechter
was using was incorrect.

You say at the top of page 202 H(A)77/202 that you had
understood from M Escher that the transaction could be
effected by the bank for the full amount including the
flowthrough funds. For the last tinme, what were the
fl owthrough funds that you were referring to,

M Streshi nsky?

Look, | -- that happened a long tine ago so | assune
that M Escher and | discussed this approach, that part
of the ampunt should be -- should stay on the account
and part of the anmount should go to M Berezovsky as
all eged here in the -- Fiechter's neno. | told

M Escher that this flowthrough fund should not be

a flowthrough fund, it should be a full anmount set on
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t he account of M Patarkatsishvili.

So you are saying that you believed that you had

a conversation with M Escher, you discussed the
approach, and that part of the noney should go to

M Berezovsky, as alleged here in M Fiechter's neno?
Well, | disagreed with that. That's why | was so
unhappy with M Escher and M Fiechter.

What you are referring to in the email which you' ve just
| ooked at is the fact that you had understood that First
Zurich Bank could receive the full anpunt, including the
fl owthrough funds, and your understandi ng was, as you
just confirmed, that 50 per cent would flow through from
M Patarkatsishvili's account to M Berezovsky?

No, that was not ny understandi ng, sorry.

Whose under st andi ng about flowthrough do you say that
was ?

That was the understanding of M Fiechter, that

50 per cent of the amount which would go on the account
woul d be for the benefit of M Berezovsky.

You don't correct that. Wat you say is -- do you say
that's a m sunderstandi ng, M Streshinsky?

That was a m sunderstanding by M Fiechter.

Well, you don't try and correct that, do you, at

page 202? You're not saying he's got the wong end of

the picture, there are no flowthrough funds. On the
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contrary, what you are saying at the top of page 202 is
that the transaction can be effected for the full anount
i ncluding the flowthrough funds?

Well, that probably nust have been the term which we
used when we have discussed it with M Escher, because
he was under the inpression that there is a flowthrough
fund.

Let's look to see what happens next. You go on to say
in your email H(A) 77/202:

"On this basis | have confirned to M A that the
transacti on can be done. He has confirned it to B and
started active negotiations with RA and OD. As you can
i mgi ne these gentlenmen are not the | east influential
people in Russia."

Do you see that, M Streshinsky?

Yes.

The reference to M A was a reference to M Ani si nov,
wasn't it, M Streshinsky?

Yes.

And the reference to RA was a reference to

M  Abranovich, wasn't it?

Yes.

The reference to OD was a reference to M Deri paska?
Yes.

And it is M Abranovich and M Deripaska whom you are
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describing as "not the least influential people in
Russi a", yes?
Yes.
You then go on to say:

"So now | ampersonally in a disastrous situation as
a person who has given untrue infornmation. Do you think
I can explain to these nost powerful people about the
capital gains or that signed by them agreenents are not
a proof of legitimcy of the transaction?”

Now, what consequences were there that you feared
m ght follow, M Streshinsky, if you acted in a way
whi ch di spl eased these powerful people, M Abranovich
and M Deripaska? Wat was the purpose of --
Well, that was a way to push M Escher to actually
approve the transaction. | had no responsibility
towards M A, M Abranovich, or M Deripaska.
M Abramovi ch or M Deri paska.
So the personally disastrous situation that you were
contenpl ating here, you say that was just padding in
your ermmail ?

It was exaggeration

Looki ng back at your enmmil, we can see that you go on to
say this:
"Cyrill, | do not like allegation that the

transaction fails because | have not disclosed to you
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all the information -- | have put everything [on] the
tabl e and expl ai ned everything to the | awer when | had
chance to."

So it appears that you had spoken to M Fiechter as
wel | 2
That's possible, yes.
"I have told you that we have no influence over these
peopl e and we do not know what docunments they will
give."

And you had put everything on the table with
M Escher and M Fiechter, hadn't you, M Streshinsky?
Well everything that was related to the transaction
yes.
And as part of putting everything on the table with
M Escher, you had told himabout the fact that
M Berezovsky also had a 50 per cent interest in the
Rusal proceeds?
No.
Vell, let's come back to that in a nonent.
I mght have told himinitially when | sent the first
batch that M Berezovsky was invol ved, because the first
batch of docunents included M Berezovsky as Bl or B2.
So you think you mght have told M Fiechter then that
M Berezovsky was invol ved?

Then, yes, | mght have told him yes.
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And on 24 June when you sent this email, you appear

still to be saying that the funds would flow through
fromM Patarkatsishvili's account to soneone el se,
you're not correcting that inpression, are you?

Well, | thought it was enough to send a full description
of the deal and, you know, all the docunents which we
had at the tine.

Let's cone on to the next email in a nmonment, but just
finishing this email off, you say:

"So | think it is your turn to be consistent and put
everything in front of me: is this transaction approved
or not?

"I amready to neet any tinme, but | just don't see
how wi th this approach of the | awer and given situation
we can satisfy his requests.

"Pl ease give me the answer in witing."

Yes, | nust conment that the approach which | awyer has
taken was the initial -- you know, initial investnent
and split of proceeds |I thought was totally irrel evant
in that case.

Well, if we turn back to page 201 H(A) 77/ 201, we can
see the response that you get back |ater the sanme day
from M Escher.

Yes.

He wites to you and he says:
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"Dear lvan, in Fiechter's analysis ([page nunber] 8)
it is clearly stated which part of the anobunt can be
held with us."

Do you see that?

M hm

That is clearly a reference to internal page 8 of

M Fiechter's analysis which we have back on page 82
H(A) 77/82, isn't it, M Streshinsky?

Yes.

It's the reference to M Fiechter advising that

M Patarkatsishvili's initial investrment could only be
for 50 per cent of the funds received, yes?

Well not only 50 per cent but the capital gain.

Yes. And then | ooking back at the --

It's much less than 50 per cent.

Well, when you add the capital gain and the initial

i nvestnent together, it cones to about 50 per cent of
the Rusal proceeds.

But | ooki ng back at the email which we have at
page 201 H(A)77/201, M Streshinsky, we can see that
M Escher says i medi ately afterwards:

"I have given the same explanations to Fiechter as
| have received fromyou. As far as the flow through is
concerned Fiechter was not absolutely saying that we

should not handle it but that it was rather better to
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settle it outside the bank."
Wiere is it?
It's in the email fromM Escher to yourself, the second
sent ence.
"l suggest we are sitting together "
Yes?
No, I'min the first paragraph still. He refers firstly
to M Fiechter's analysis, page 8, and then he says:
"I have given the same explanations to Fiechter as
| have received fromyou."
And he goes on to tal k about the flowthrough funds.
So what M Escher is saying here, M Streshinsky, in
bl ack and white, is that he has given the sane
expl anations to M Fiechter as he received from you
Correct?
Mnhm Ch, he's saying that, yes.
And the explanations he's referring to are the
expl anations that we see on page 8 of M Fiechter's
anal ysis H(A) 77/ 82, nanely the explanation in the
second paragraph that half of M Patarkatsishvili's
stake is held on a fiduciary basis in favour of
M  Berezovsky?
Yes.
And you had provi ded that explanation to M Escher, and

what he is saying in his enail is he has provided that
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same explanation to M Fiechter.

Well, that's M Escher saying what he provided to

M Fiechter, Escher saying what he provided to

M Fiechter. | don't know what he provided to

M Fi echter.

You don't? But what he is saying, we can all see it, is
that the explanation came fromyou. Do you dispute

t hat ?

Yes, he is saying that.

Do you dispute that?

| don't dispute that.

You don't. So you did provide the explanation to

M Fiechter that there was a fiduciary relationship with
M Berezovsky and that half of the funds would flow

t hr ough?

No, | did not provide this explanation. | might have
initially provided this explanation when the full set of
docunents included Bl and B2, but not at the stage
where, you know, where | knew exactly how the deal was
struct ured.

Vel |, you provided the information to M Fiechter and

M Escher after the conversation you're referring to
because the information that you provi ded was on

23 June 2004, whereas the conversation with

M Abranovich's representatives was on 17 June 2004.
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Yes.

You see, M Streshinsky, what you were saying to -- what
you had said to M Escher and what you had said to

M Fiechter was that there was a fiduciary rel ationship
with M Berezovsky and that only half of the funds could
flow -- sorry, that the full anpunt should be paid into
M Patarkatsishvili's account but then half would be
paid on to M Berezovsky, and that's what you had told
them yes?

Well, that is possible, yes. That is possible.

Wll it's not possible; it's what these docunents
strongly suggest.

JUSTICE GLOSTER: Well, that's a natter for ne, isn't

it?

MR MASEFIELD: It is, ny Lady.

MRS

VWhat we certainly don't see in these docunents is
your ever correcting that information, saying there was
no fl owthrough funds?

Well, | think it's inportant to understand that | was,
ever since 3 June when | saw the articles, and when we
started to discuss this transaction, | thought that it
m ght be possible that M Berezovsky is either

a beneficiary or behind M Patarkatsishvili, and I --
JUSTI CE GLOSTER: Did you discuss that concern with

Escher ?
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A. | might have discussed it. | don't renmenber it.
I mght have discussed it, but that's likely, that

| discussed it.

| did not know the conplete truth until | spoke to
M Pat ar kat si shvili hinsel f.
MR MASEFIELD: 1'll come on to your conversation with
M Patarkatsishvili in a nonent, M Streshinsky, but as

at 25 June when you are communi cating with M Escher in
this email string, it's quite clear that your
under st andi ng was that 50 per cent of the funds woul d
flow through to M Berezovsky. Do you accept that?

A. That's possible.

Q And you were now, as you put it, in a personally
di sastrous situation where you had told M Anisi nov and
others that the First Zurich Bank woul d accept the
entire Rusal sal e proceeds, but now, because of the
concerns that M Fiechter had rai sed about the funds
flowing through to M Berezovsky, it |ooked as if the
Zurich Bank would only receive half of the Rusal sale
proceeds, correct?

A. No, | said that, you know, | was concerned that M -- so
we did not have an account for M Patarkatsishvili to
receive noney in, so it was inportant for me to have an
account. So when | referred to a personally disastrous

situation, | said that | promised that we will open an
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account for M Patarkatsishvili in First Zurich Bank
and now it turns out that that's a problem
And what happened next, M Streshinsky, is that you
tried to go through the whole story again but this tine
you air-brushed M Berezovsky conpletely out of the
picture in the hope that the First Zurich Bank coul d be
persuaded to accept the entire Rusal proceeds, do you
remenber that?
Well, | think we need to take it in connection with the
negotiations we had with M -- with Rusal people and
Abr anmovi ch peopl e about the docunents.
You'd had that neeting with the Abranovich peopl e back
on 17 June 2004, correct?
Yes.
And this correspondence is 25 June 20047
That's right. WelIl, there were sone drafts circling
around so we need to | ook at that.
Let's cone on to see the conpliance information that you
then provided to the First Zurich Bank.

Can you turn on in the bundle to page 178.
That was -- okay.
JUSTI CE GLOSTER: Can we put this page away now or are

you com ng back to it?

MR MASEFI ELD: We can, ny Lady, the string of enmils, unless

your Lady had further questions.
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178?

178 H(A) 77/ 178. You should see there an enmil that
you sent to M Escher later on 25 June, and it says:
"Dear Cyrill.
"Pls find attached statenment of facts and our
anal ysis re the transaction.
Pl s deci de whether you want to send this to the
| awyer. "
Do you see that?
Yes.
And we have the revised version of conpliance
information at page 204 in the bundle, if you want to
turn that up (H(A) 77/ 204.
Page 204.
Do you there a docunent headed "RH Share Transaction --
Summary of Background and Conpliance Position
025 June 2004"?
Yes, | see that.
In the first paragraph, we can see that you say this:
"I'n connection with our recent discussions, we would
like to attenpt to explain the background to the
transacti on and our position regarding conpliance in
nore detail."
Do you see that?

Yes.
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And then in section 1, you purport to set out the
factual background, and you say this, in the third
par agr aph down:

"Then, at a neeting between BP and Vasiliy Anisinov,
BP suggested that sharehol ders of Sibneft could also be
potential buyers, and that the sellers should al so open
di scussi ons and seek offers fromthem"
Yes.
"Negoti ati ons were commenced and were conducted with the
active support and internediation of BP. As a result,
t he sharehol ders of Sibneft were able to nake a better
of fer than SUAL, and the sellers decided to sell to the
sharehol ders of Sibneft. The sharehol ders of KrAZ have
deci ded that, together with this sale, it would al so
make busi ness sense to sell their shares of
Br at sk. ..

"As a result, on 10 February 2000, the parties
si gned an Agreenent (original available) by which the
shar ehol ders of Sibneft -- RAA, BP and ESh, agreed to
purchase shares of the aforenentioned conpani es at
a price specified in that agreenment."”

Do you see that, M Streshinsky?
Yes.
So whereas in your first conpliance information sheet

whi ch we have at pages 95 and 96, you had said that the
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KrAZ assets were acquired by BP, RA and others, you have
now i dentified only one such other, nanely

Eugene Shvidler, and you have omtted to nention anybody
el se.

Yes.

Do you have any explanation for that, M Streshinsky?
Because there were no one else -- there was no one el se.
And you say that despite what we see had been sai d about
the flowthrough funds and the fiduciary arrangenent
with M Berezovsky?

Well, look, I think that the personal relationship
between M Patarkatsishvili and M Berezovsky had
nothing to do with the acquisition of Sibneft -- sorry,
acqui sition of Krasnoyarsk assets. So that woul d nean
that even if M Berezovsky had an agreenent with

M  Pat arkatsishvili that they share the profit from
certain ventures, you know, he was -- doesn't nean that
he was the purchaser.

You say the personal relationship between

M Pat arkatsishvili and M Berezovsky; were you aware of
a personal relationship between M Patarkatsishvili and
M Berezovsky relating to the alum nium assets?

It was publicly available information that they were
friends.

Friends or partners?



A

Q

104

And partners in sone ventures.
And partners, |'m grateful

You say you were aware of that, were you?

MR MALEK: Let himfinish his answer, it's overtal king the

whol e ti ne.

MR MASEFI ELD: Sorry, M Ml ek.

VRS

JUSTI CE GLOSTER: Do you want to add anything else to

your answer?

A | nmean, | was aware fromthe public sources that
M Berezovsky and M Patarkatsishvili were associ ated
persons, so they dealt with each other, they were
friends, as far as | was aware.

MRS JUSTI CE GLOSTER  And what, were involved together in
certain business ventures? Wre you aware of that?

A.  Yes, | knew that, for exanple, M Berezovsky and
M Pat arkatsishvili were the sharehol ders of ORT, and
M Pat arkat si shvili was the -- held executive position
inthe television. | was also aware of their
relati onship in Logovaz, | knew that they were partners,
or | heard that they were partners.

MR MASEFI ELD: We'll cone on to sone docunments related to

that in a nmoment, M Streshinsky. But you're also
aware, | think it follows fromyour previous answer,
that they were partners in relation to the al um nium

assets as well ?
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I was not aware of that. | suspected that, that

M Berezovsky m ght have been behind

M Pat arkat si shvili.

You say you suspected it, but we'll come on to sone
docunents that denonstrate that you were in fact aware
of it.

Now, the others that you had previously referred to
you've now identified as just M Shvidler. Let nme ask
you once again, why was there so much sensitivity in
revealing M Shvidler's identity?

There was no sensitivity.

You see, it nmakes no sense, M Streshinsky, that there
had been concerns about naming M Shvidler in your
earlier menorandum Wat woul d make sense, however,
woul d be a reluctance on your part to name M Berezovsky
as one of the purchasers, particularly when you had been
told by M Abranovich's representatives that they did
not want to do anything to further docunent

M Berezovsky's beneficial interest. That's right,

isn't it?

JUSTI CE GLOSTER: Well, there are a | ot of questions
there. Can you just put one question at a tine,

M  Masefi el d.

MR MASEFI ELD: M Lady, it's nore by way of a proposition

actually than a question so why don't | nove on to --
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MRS JUSTICE GLOSTER: Well, you're here to cross-exanine,

not to put propositions. Can you put the question in
a sinple formso that he can answer it, please.

MR MASEFI ELD: The reason why you were reluctant,

M Streshinsky, to nane the others in the earlier
conpl i ance docunent was because the others that you had
in mnd included M Berezovsky?

A. | disagree with that. | had -- |1've seen the agreenent
of 10 February, there were only three nanes in this
agreenent: Abranovi ch, Patarkatsishvili and Shvidler.

Q | don't think we need to work our way through the
entirety of this further menorandum that you produced,
but we can pick it up on page 205, M Streshinsky, in
the third paragraph H(A) 77/205. W can see you say
this:

"Since BP was subject to political persecution, the
parties could not docurment this deal at an earlier date,
whereas RA's wish renmains to fully and finally settle
his relationship with BP and not to continue having
a joint business, so as not to create political risks in
RA' s Russi an business dealings. This is also a factor
causing the difficulties of obtaining docunents from
RA' s compani es, since these docunents partly do not
exist, and partly are held by RA and his conpani es who

are refusing to provide copies."
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Now, where had that information cone from

M Streshinsky?

Well, | mean, this was very close group, they didn't

di scl ose any docunents unl ess they had to.

Who was it that had explained to you that the reason why
M Abranmpovi ch was reluctant to docunent his relationship
with M Patarkatsishvili was due to

M Patarkatsishvili's political persecution?

That was my assunption at the tine.

So that hadn't been explained to you, it was just an
assunption?

Yes.

But you felt it appropriate to put that assunption into
conpl i ance information, did you?

Yes -- well, because that was based on the factual

i nformati on around M Patarkatsishvili's status --

Are you sure --

That was the case.

Are you sure that Ms Panchenko had not explained that to
you in her tel ephone conversation of 17 June 20047

| told you, | don't renmenber the conversation.

Do you know whet her M Escher did in fact provide this
updat ed conpliance information to his | awers?

| don't know.



o > O >

o > O >

o >» O >

108
You see, what we do know, M Streshinsky, whether they

received this updated conpliance information fromyou or
not, is that Secretan Troyanov were by now deeply
suspi cious of the transaction and they wanted
a deposition fromM Anisinov setting out the full
factual background.
Mm hm
Do you remenber that?
| don't remenber that.
Perhaps we could just turn that up, M Streshinsky. You
can put bundle H(A) 77 away and pl ease could you now turn
up bundle H(A)78. If you turn in that bundle to
page 147 H(A) 78/ 147.
Whi ch page, please?
Page 147.
Yes.
Do you see there an email at the top of the page from
yourself to M Fiechter?
Yes.
Dated 1 July 2004, yes?
M1 hm
We can see that you're now in direct contact with
M Fiechter and you wite to him saying:
"Dear M Fiechter.

"The draft of M A s deposition is not urgent as we
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di scussed it yesterday. | have prepared it and able to
send it to you in Russian. However since our
transl ators have been translating all transaction docs
yesterday and today | was not able to send you the
translation. If it is ok to send it in Russian --
pl ease advise, I'll do it inmediately."

Do you see that?
Yes.
Can you confirmthat the reference to M A was
a reference to M Ani sinov?
That's very likely, yes.
And pl ease can you confirmthat what M Fiechter was
| ooking for fromM Anisinov was a deposition confirmng
the factual background to the transaction?
That is possible.
We know that around this tine you had M Fiechter's
8-page opinion, together with its annexes on
M Patarkatsishvili and M Berezovsky, translated into
Russian. Do you renenber that?
That's possible, yes.
| don't think we need to turn those up but for the
record those docunents are to be found at H(A) 77,
pages 181 to page 200 H(A) 77/ 181.
M hm

The reason | suggest, M Streshinsky, but tell nme if I'm
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wrong, that you had M Fiechter's advice translated into
Russi an was so that you could provide it to M Anisinov

and explain to himwhy it was necessary for himto make

a deposition?

That's possible, yes. That's possible.

Do you recall providing M Fiechter's advice to

M  Anisinov around this time, M Streshinsky?

No, | don't.

Do you recall speaking to himabout the concerns that
had been raised by First Zurich Bank?

I m ght have spoken to him--

MRS JUSTICE GLOSTER: Do you think you could possibly turn

around and face ne? | knowit's difficult for you.
It's just that | get a better reaction to your answers

if I can see you face to face.

MR MASEFI ELD: You nust have rai sed these matters with

M Ani sinov, nustn't you, M Streshinsky, not |east so
that you could work with himon his draft deposition?
Yes, | possibly raised this. | just don't renenber.
"' mgrateful.
Then if we turn on in the bundle to page 169
H( A) 78/ 169.
169, yes.
We can see there are two further emails which passed

between you and M Fiechter, do you see those,
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M Streshinsky?
Yes.
And | ooking at the bottom of the page, we can see that
late on 1 July 2004 M Fiechter sent you a further enmi
chasing for the docunents as soon as possible in English
to allow himto nmake a final evaluation, do you see
t hat ?

Bott om of page 169.
169.
" would help if we had all documents as soon as
possible in English to make the final evaluation. WII
we get sonething fromthe auditors? If [so] what?"
What page, pl ease?
169. You should have an email at the bottom from
your sel f.
Yes.
To yourself, sorry, fromM Fiechter?
Yes.
Sayi ng:

" woul d help if we had all docunments as soon as
possible in English to nake the final evaluation."”

Do you see that?
Yes.

Then if we | ook back up the page, M Streshinsky, we can

see you've witten back sayi ng:



"Dear M Fiechter. Unfortunately, we have no news
regardi ng the docunents from auditors.

"The deposition of M Ais being translated."
Yes.
But we don't know what M Anisinov's deposition was or
was not going to say because no drafts of it, or even
a Russian version, have been disclosed. Wat we do
know, M Streshinsky, is that about this time you took

the decision to switch the transaction fromthe First

Zurich Bank to the Parex Bank in Latvia. | ndeed we can

see that fromthe next docunent in the bundle, page 170,

which is an email fromyourself to Al exander Kay at

Parex Bank forwarding hima draft fiduciary agreenent.
Wio was Al exander Kay, M Streshinsky, at Parex

Bank?

| don't renenber

Pl ease can you explain to the court exactly why the

switch was made to the Parex Bank at around this tine,

M Streshi nsky?

Vell, | was responsible for the conpletion of the

transaction so | had to open the account. |'ve seen

that the approach which M Fiechter and M Escher took

was very conservative and it required a | ot of

docunents. For instance, it required docunents from

M Deri paska about the source of funds, the audited
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docunents about the conpanies, the Rusal and the hol ding
conpanies. |t required the docunments which woul d
explain the initial amunts which were invested by
M Abramovich to buy KrAZ. And | just thought that it
was sinply inpossible to get all these docunents.
| tried but I could not get them So -- and | deci ded
that, you know, with this approach we will not be able
to conplete the transaction and open the account, so
| had to switch to another bank
Did you ever finalise M Anisinov's witten deposition?
Unfortunately | don't remenber that.
"' m grateful.

Now, you tell us, M Streshinsky, that in
early July 2004, yourself and M Faekov travelled to
Georgia to neet with M Patarkatsishvili and to discuss
the transaction with himand to take himthrough the
draft transacti on docunents, correct?
That's correct.
And you also tell us, M Streshinsky, that it was around
this tine that the draft transaction docunents were
bei ng anmended. Do you renenber that?
Yes.
They were being anended so as to include a warranty from
M Patarkatsishvili that he was the only ultimate

beneficial owner of the 25 per cent stake in Rusal?
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Yes.
Together with a warranty that he was not holding for the
benefit of anyone el se?
That's correct.
And you tell us that it was clear to you that you needed
to obtain direct confirmati on from M Patarkat si shvi |
that what he was being asked to warrant was correct?
Exactly. | thought that it was inportant to talk to
M Pat ar kat si shvili about that because if that was
untrue, then his liability could exceed the anmount of
consi deration
"' m grateful.

And you say that both yourself and M Faekov saw
M Patarkatsishvili in Georgia on Friday 9 July 20047
That's correct.
You say that you and M Faekov flew from Moscow to
Thilisi, then fromThilisi to Batum , and then you
travelled by M Patarkatsishvili's helicopter to Ureki
to M Patarkatsishvili's private dacha. That's
par agraph 129 of your statenment F1/02/89.
That's correct.
You say that once there you had a neeting with
M Pat arkat si shvili "underneath a covered area on the
seashore", on which you sat down with himand went

through the draft docunents?
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That's correct.

You say that you were al one when you had this neeting
with M Patarkatsishvili?

Yes.

So M Faekov was not present at this particular neeting
on the seashore?

He was sitting separately.

Coul d he hear what you were sayi ng?

| don't think so.

And you say that during the course of this nmeeting with
M  Pat arkatsishvili, he confirnmed to you that he was the
sol e beneficial owner of the shares and had been

si nce March 20007

That's correct.

And you say you al so renmenber explaining to

M Pat arkatsishvili that "he could have potenti al
liability if M Berezovsky brought a claim?

Exactly, yes.

And then you say that followi ng this nmeeting and the

di nner with M Patarkatsishvili, both you and M Faekov
fl ew back to Mboscow overni ght and you then believe you
updated M Ani sinov on the position?

Yes.

You see, the oddity about what you're telling us,

M Streshinsky, is this: according to you, this was
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a vitally inmportant neeting, you needed direct
confirmation from M Patarkatsishvili that he was indeed
the sol e beneficial owner of the Rusal shares, yes?
That's correct.
And you had travelled all the way out to Georgia with
M Faekov to get this confirmation from
M Pat arkatsishvili, yes?
Not only.
Sorry?
Not only.

You see that this was the only tinme | saw
M Patarkatsishvili prior to the transaction so | had to
have a chance to explain to himhow the transaction is
structured and what risks he had.
| understand. And M Faekov had travelled with you from

Mbscow to Thilisi to Batum , and from Batum via

helicopter to M Patarkatsishvili's private dacha?

Yes, we worked -- | believe we worked on 8 July in some
of fice which was given to us by M Patarkatsishvili's
assi stant.

And despite travelling all this way with you, and
despite the obvious inportance of this neeting, you tell
us that M Faekov was not present, within earshot, when
you had this critical discussion with

M  Pat ar kat si shvili?
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Yes.

And indeed you say this inportant discussion with

M Pat arkatsishvili took place with you al one?

Yes.

My question for you is this, M Streshinsky: why, having
travelled all this way with you for this vitally

i nportant neeting, why was it that M Faekov was not
present during the neeting?

Well, M Faekov worked with me on 7 and 8 July in
Ceorgia, he worked on the drafts, and he travelled with
nme to Patarkatsishvili in case sone | egal explanations
woul d be required.

Way, if this neeting was so inportant, M Streshinsky,
did you not seek to docunent it then and there or report
it to M Faekov and get himto draw up an attendance
not e?

Well, we don't usually draw up attendance notes.

Wiy was it when you reported back on the natter to

M  Anisinov the foll owi ng day you did so verbally,

M  Streshinsky, not by way of an enail or an attendance
note or a letter to M Anisinmov?

| never sent ermails to M Anisinov.

Surely, given the inportance of this neeting,

M  Streshinsky, you would have wanted M Faekov to be

present as a w tness, and you woul d have wanted to
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docunent it by way of an attendance note or in
subsequent correspondence?

Well, | have docunented it by way of sending to

M Patarkatsishvili the sinplified structure of the dea
and the risk meno whi ch he has signed.

We're coming on to that, but you didn't docunment what
actually was said on this occasion in the course of your
nmeeting with M Patarkatsishvili, did you?

| did not.

You see, the further oddity, M Streshinsky, is this:
just over a year later, in July 2005, in interviews held
with M Berezovsky's |lawers, M Patarkatsishvili nade
it plain that in relation to the 25 per cent stake in
Rusal he was not acting alone, and that M Berezovsky
was al so a beneficial sharehol der?

JUSTICE GLOSTER:  Well, was M Streshinsky present at

t hose neeti ngs?

MR MASEFI ELD: He wasn't, ny Lady. But what |'m seeking

to -- well, let me put this to the w tness.

You say that on the occasi on when you met hi m al one
in the beach in CGeorgia, M Patarkatsishvili happily
confirmed to you that he was the sol e beneficial owner
of the 25 per cent stake in Rusal?

Yes.

That's really your evidence?



That is.
You see, | have to say you're not telling the truth on
this, M Streshinsky. And what M Patarkatsishvili in

fact confirmed to you on this occasion in private was
that he was prepared to warrant that he was acting al one
if that neant that the Rusal sale transaction would go

t hrough, even though it did not reflect the true
position.

That is not correct. | disagree with you

That was why, M Streshinsky, followi ng this neeting
with M Patarkatsishvili, you asked M Faekov of

Akin GQunp to draw up a risk anal ysis docunent expl aining
to M Patarkatsishvili the consequences for himif his
warranty, that he was acting alone in relation to Rusal,
turned out to be fal se.

Well, | think the draft of this docunment was prepared
during our stay in Georgia, prior to our visit to

M Pat ar kat si shvili.

But it wasn't produced and it wasn't signed by

M Patarkatsishvili then and there, it was worked upon
and it was only sent to M Patarkatsishvili for his
signature followng this neeting in Georgia, correct?
Yes, correct.

If you could please be given bundl e H(A) 81 and turn

within it to page 195T H(A)81/195T.
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Whi ch page, pl ease?

195T. You see here, M Streshinsky, an email from
yourself to M Patarkatsishvili's admnistrative

assi stant, Paata, yes?

Yes.

We can see that you're attaching various docunents from
M Patarkatsishvili to read and approve, yes?

Yes.

In particular, you say in your covering email that it is
nost inportant to get M Patarkatsishvili to sign the
docunent, transaction approval, 12 July 2004. Do you
see that?

Yes.

This was the docunent, wasn't it, M Streshinsky, in

whi ch M Faekov and yourself explained to

M Pat arkat si shvili what his exposure m ght be, anpbngst
other things, in the event that his warranty that he was
acting al one was fal se?

Yes.

Let's turn that docunment up, if we go back in the

bundl e to page 181 for the English version. There's

a Russian version which M Patarkatsishvili signed at
185, but if you're happy to work fromthe English, let's
work fromthat H(A)81/181.

Yes.
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This is the docunent that you were attaching to your

emai | and you were asking for M Patarkatsishvili to

sign and approve?

Yes.

The first two pages describe the deal structure and

outline the effect of the main contractual docunents,

correct?

Correct.

Then over the page H(A)81/182 and just above the space

for M Patarkatsishvili's signature, we can see this:
"The basic risks associated with the given

transaction are adduced as Appendix 1."

Do you see that?

Yes.
You wanted M Patarkatsishvili to sign off on this
because M Patarkatsishvili had indicated to you that

the warranty that he was being asked to sign in relation
to M Berezovsky was false and you therefore wanted to
ensure that M Patarkatsishvili understood the risk he
was runni ng?

No.

Vell, let's have a | ook at the docunent.

Maybe | should explain why | asked himto sign that.

Pl ease do.

| wanted basically to be sure that M Patarkatsi shvil
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under stands the deal structure because he was not
reading the full set of documents, and that he al so
understands the risks involved with these transactions.

| was basically covering ny position so that, later on,
nobody conmes to nme and says to nme that | did not explain
that, and that's why there is a problem

You were covering your position, and that is exactly
what this docunment was designhed to do.

Let's |l ook at the document on page 183 H(A)81/183.
The first risk that you and M Faekov identify is the
ri sk of Madi son not paying and the [ack of any guarantee
of paynment of dividends. | don't think we need to worry
about that.

The second risk that you and M Faekov identify is
the risk arising fromthe fact that M Abranovi ch was
not providing any guarantee about historical ownership
rights to the shares.

Yes.
Again | don't think we need to worry about that.

But then over the page at item 3 H(A)81/184, you
identify as a risk for M Patarkatsishvili "Risk of
demands by BB", do you see that?

Yes.
The reference there to BB was clearly nmeant to be

a reference to M Berezovsky, wasn't it, M Streshinsky?
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That is correct.

And if we | ook under "Nature of the risk" we can see
that M Faekov -- this was drafted by M Faekov, wasn't
it?

Largely, yes.

W can see that M Faekov has witten:

"BB may declare that sale of the shares infringed
certain of his rights.

"For instance, BB night attenpt to demand the [Rusa
Hol di ng] shares (see above), or seek the annul nent of
the sale of these shares, or nake demand for danages
all egedly suffered to them (say, as a result of the
consol i dati on of 2002-2003, or the poor conduct of the
busi ness of [Rusal Holding] in 2000-2003, or the
nonpaynent to him of dividends, or the sale to [Eagle
Capital Goup] w thout his know edge), or a share of the
share sal e proceeds.

"If this demand is presented to [M
Pat ar kat si shvili] or to [Eagle Capital], or is based
upon the actions of [M Patarkatsishvili], then [M
Patarkatsishvili] will primarily bear the risk

"If the demand is only based on the actions of [M
Abr anmovi ch], then the above nmentioned statenment by [M
Abranovi ch] may provide sone protection, but it does not

cover all situations and is al so weaker than a guarantee



agreenent -- it is always harder to win a case with

a statenent of facts than with a guarantee. In
addition, it would be necessary to prove that [M

Abr anmovi ch] actually knew of defects and recogni sed the
exi stence of [M Berezovsky's] legal rights or dealt
directly with [ M Berezovsky].

"That aside, in the event that the court found in
[ M Berezovsky's] favour, [M Patarkatsishvili's]
financial liability would be unlimted and coul d exceed
the sumreceived for the shares.

"We are unaware of facts upon which [ M Berezovsky]
could rely."

W will cone back in a noment to the facts which
you, as opposed to M Faekov, were aware of, M
St reshi nsky.

But | ooking to the right-hand colum, do you see
that it's headed "Met hods of elimnation and assessnent
of the risk", yes?

Mm hmm
We can see M Faekov has witten this:

"The given risk could only be renoved by way of
receipt from[M Berezovsky] of a statenment of release
fromobligations. As far as we understand it wll not
be possible to receive such a rel ease.™

Do you see that?
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Yes.
Now, that suggests there had been sone di scussi on about
obtaining a formal statenent of release from
M Berezovsky and that you had been told that it would
not be possible to obtain such a rel ease, do you recal
that discussion with M Patarkatsishvili?
No, I don't. W assuned that this was not possible
because M Berezovsky was openly and through nmass nedi a
saying that he has a claim so he would not be signing
anyt hi ng.
But you say:

"As far as we understand it will not be possible to
recei ve such a rel ease.”

You say that was just based on press reports?
Yes.
You had had no discussion with M Patarkatsishvili about
t hat ?
No.
And in any event we know that ultimtely M Berezovsky
was not asked to sign, and did not sign, a fornmal
rel ease as regards any clains that he night have in
relation to the 25 per cent stake in Rusal; that's
right, isn't it, M Streshinsky?
| think so.

Then looking a little further down the right-hand
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colum, we see this, "Assessnent of the risk":

"The risk may be real if [M Berezovsky] issues
proceedi ngs and wi ns a case agai nst one of the parties.
If [M Berezovsky] doesn't have any docunents and
wi tnesses confirmng his participation in the deal, then
court recognition of his rights is unlikely. Al the
same, the court process could be |ong, expensive and be
di scussed in the press.”

Do you see that, M Streshinsky?

Yes.

Was that one of the reasons why M Abranovich's
representatives had told you they did not want to
further document M Berezovsky's beneficial interest?
Well, they never said that they -- that M Berezovsky
had any beneficial interest.

Well, | disagree about that, because we've seen the
correspondence you've had with themearlier about
representations to the banks, and we've discussed that,
but I don't think we're going to go back over the
ground.

No, no, excuse ne. Wth regards to representations to
t he banks, they only said that the conpliance
information that they were giving to the bank was that
M Abramovi ch was the beneficial owner and was the owner

of the shares.
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Q They were saying that was the information they had
al ready given to the banks?

A.  Yes.

Q And that therefore, going forward, you had to nmake sure
the docunment was structured in a way that was not
i nconsi stent with what had previously been said to the
banks?

A.  Yes, but that involved M Patarkatsishvili, not
M Berezovsky.

Q Correct.

MRS JUSTI CE GLOSTER Wbul d that be a conveni ent nonent?

MR MASEFI ELD: It might be, ny Lady.

MRS JUSTICE GLOSTER: Can | just raise with you
M Rabinowitz and M Sunption, Wdnesday when there's
going to be a strike. Can we still have M Rozenberg on
Wednesday?

MR SUMPTI ON:  Yes.

MRS JUSTI CE GLOSTER: There's no probl em about --

MR RABI NOWN TZ: There shouldn't be. | wll be here. |If
M Rozenberg is here and your Ladyship is here we can no
doubt carry on.

MR SUMPTION: The four of us can sort it out.

MRS JUSTICE GLOSTER It's just translators and --

MR RABI NON TZ: W need to speak to the transcribers. He

speaks English so it will all be done in English, ny



| ady.

MRS JUSTICE GLOSTER |If there are any probl ens about
Wednesday -- well, perhaps you could ascertai n whet her
there are going to be any and let nme know if there is
going to be a problem

Very well. How much |onger are you going to be,
M Masefiel d?

MR MASEFI ELD: My Lady, | think I'm probably going to be
anot her half an hour, maybe three quarters.

MRS JUSTI CE GLOSTER Right. Two o' cl ock.

(1.00 pm

(The short adj ournnent)

(2.00 pm

MRS JUSTI CE GLOSTER: Yes, M Masefi el d.

MR MASEFI ELD: We | ooked this norning, M Streshinsky, at
the conpliance docunents that you conpleted for First
Zurich Bank, do you renenber that? And we saw that
you' d been able to set out a detailed history of the
Kr AZ assets sale and the purchases involved in the
al um ni um acqui sition, yes?

A Yes.

Q 1'dnowlike to go back very briefly with you,

M Streshinsky, to the events of early 2000 to see what

you in fact knew about M Berezovsky's interests in the

al um ni um acqui sitions?
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Yes.

You see, you were not just involved in the KrAZ assets
sale in the spring of 2000, were you, M Streshinsky?
Yes.

Do you remenber al so being involved on behal f of

M Ani si nov, and providing advice to M Patarkatsishvili
as to how he should structure his assets of fshore?

M Anisinov, fromtinme to time, asked ne to organise for
M Patarkatsishvili a relationship with either |awers
or fiduciaries or the banks.

I'"mgrateful.

You can put away bundl e H(A) 81 which | think you
still have. Please could you be given bundle H(A) 18 and
if we could turn within H(A)18 to page 200. 001
H(A) 18/ 200. 001. Do you see there a tel efax addressed
to yourself and dated 27 March 2000 from
M Hans- Peter Stager of Syndi kus Treuhandal stalt?
Yes.
Syndi kus Treuhandal stalt is a Lichtenstein conmpany which
specialises in private client advice and off-shire
structures; are you aware of that, M Streshinsky?
Yes.
W can see the fax commences:

"Dear M Streshinsky.

"Reference is nade to our neeting of |ast Thursday
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and to our tel ephone conversation on Saturday. W may
informyou that we have already ordered all [the]
conpany, and nost of them have just arrived. 1In the
neanti me, we have exam ned all docunents given to us."

Do you see that?

Yes.

So Syndi kus Treuhandal stalt appear to have been ordering
or setting up conpanies at your request around this
time, is that correct?

Yes, they were intended to do that.

They were intended to do that. The fax goes on, we can
see this in the second paragraph

"As you know, we have our due diligence, and we
woul d like to have the followi ng additional documents or
inquiries.”

And they set out various itenms that they would |ike
by way of additional information, and if you |ook at the
first itemthey' ve asked for, we see it's this:

"Val uation Report of Bratsk Al uniniumPlant (as we
have got from KrAZ and KrGES). Who has originally
establ i shed these reports?”

Do you see that?
| see that.

So you appear previously to have provided Syndi kus

Treuhandal stalt with sonme background financi al
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information in relation to KrAZ and KrGES, but not in
relation to Bratsk; do you renenber doing that,

M Streshinsky?

| don't renenber doing that. |[|'ve seen this letter --
well, I've seen this letter in the course of
preparation. | don't renmenber this letter but it

obvi ously was addressed to ne.

I"mgrateful, and we'll conme on to the significance of
that in a nonent. But sticking with the docunent for
the time being and | ooking at the next bullet point we
can see that they say:

"We need the encl osed declaration signed by the
client (M P), that he executes the business for hinself
and that no nenmbers of the governnent, parlianent, or
any politician people are involved."

Do you see that?

Yes.

If we | ook over the page H(A) 18/200. 002 we have the
draft declaration to be signed by M AP, and woul d you
agree with me that this was very likely to have been a
reference to M Patarkatsishvili?

Yes.

Do you remenber being instructed by M Anisinov around
this tine to assist M Patarkatsishvili in setting up

vari ous of fshore conpani es?
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| don't renmenber that particul ar epi sode but that mnust
have been the case.
I"m grateful.

Looki ng back at page 200.001 H(A) 18/200/001, we
can see, skipping down to the fourth bullet point, this
questi on:

"How is the relation between Sibneft and the four
i nternediary conpani es (subsidiaries or affiliated
conpani es) ?"

Do you see that?

Mm hm

Syndi kus Treuhandal stalt had obvi ously previously been
provided by you with sonething which neant that they
understood there was a |ink between Sibneft and what
they refer to as "four internediary conpanies”

If you keep bundle H(A) 18 open, please could you
al so be given HHE)1, tab 4, page 7 H(E)1/04/7. Do you
see there a di agram showi ng the February 2000 al umi ni um
acqui sition transactions, M Streshinsky?

Yes.

Do you recall seeing this docunment before,

M Streshinsky?

I mght have seen it -- |I've seen it in the course of
preparation but | mght have seen it before.

At the tine.



Yes.

You see, we know from anot her docunent that M Anisinov
has di sclosed in this action, an index, that you do

i ndeed appear to have had a diagrammati c schema of the
al um niumtransaction in your possession around this
time. Do you think you did see a diagramsimlar to
this one around the tinme of the KrAZ asset sal e?

Yes.

Do you recall whether or not you m ght have sent this
diagramor a simlar diagramto Syndikus

Tr euhandal stal t ?

I m ght have done, yes.

| amgrateful. W see, looking in the diagram in the
m ddl e of the page, there is a faint circle around the
four conpanies with the witing "Sibneft" do you see
that? The four pages (sic): RunicomFort, Galinton
Pal ntex, Dilcor, are all included within an ellipse with
Si bneft, do you see that?

Yes.

And i mmedi ately below that there's a further ellipse
called "Internediary” with four conpani es indicated?
Mm hm

And the arrows pointing fromthe Sibneft circle to the
intermediary circle, do you see that?

Yes.
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What | suggest is that you had i ndeed supplied a copy of
this diagram or sonething very simlar toit, to the
Syndi kus Treuhandal stalt peopl e and they, having seen
it, were querying the nature of the relationship between
Si bneft and the four internediary conpanies. Do you
have any recollection of that?
No, | don't have a precise recollection of that.
Let me ask you this, M Streshinsky: what other docunent
or information apart fromthis diagramdo you think that
you mi ght have supplied to Syndi kus Treuhandal stalt
whi ch woul d cause themto ask the question that we see
in the fourth bullet point? |Is there any other docunent
that you can think of?
Well, | think I've given themthe KrAZ and
Krasnoyarsk GES relation(?) report because | have had
that in nmy possession
But those don't refer to Sibneft and the four
internmediary conpanies. So is there anything el se apart
fromsonething simlar to this diagramthat you think
you coul d have supplied?
Yes, | mght have given this diagram
"' mgrateful .

Looki ng back at the Syndi kus Treuhandal stalt fax,
and ski pping down to the | ast bullet point, we can see

it says this H(A)18/200. 001
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"Pl ease confirmthe Austrian Banks w th addresses,
which will transfer the noney to the new accounts.”

Do you see that, M Streshinsky?
Yes.
Do you recall that around this tinme M Patarkatsishvili
had i ndeed set up a bank account with an Austrian bank
call ed Kathrein & Co?
No, | didn't know that.
The nanme doesn't ring any bells?
No.
M Pat arkat si shvili also incorporated around this tine
two conpanies, Bili Holdings and Bili SA. And Bili SA
then opened an account with Austrian bank Kathrein & Co.
Do you remenber any of that, M Streshinsky?
No, | don't know these nanes.
During the year from March 2000 to March 2001,
substantial suns of over 50 mllion were then paid into
Bili SA's account with Kathrein & Co from conpani es that
were associated with M Abranovi ch, which
M Pat arkatsishvili then used to purchase, fit out and
mai ntain an aeroplane. Do you renenber any of that,
M Streshinsky?
| don't know that.
Now, in order to open Bili SA s bank account with

Kat hrein & Co and purchase his aeropl ane,
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M Pat arkat si shvili needed to have his conm ssion
agreenents relating to the al um ni um acqui sition
transactions formally notarised. That happened on

16 March 2000, 11 days before this fax was sent, and the
conmm ssion agreenents were notarised in Mdscow before

a public notary and wi tnessed by Ms Tatyana Zaitseva.
And Ms Tatyana Zaitseva was a Coal co enpl oyee, wasn't
she?

She was a secretary of M Anisinov.

I"'mgrateful. Do you recall arranging to help

M Pat arkat si shvili get his conm ssion agreenents
notarised around this tinme?

No.

You have no recollection of that?

No, | haven't.

Let me show you one final docunent, M Streshinsky, to
see if we can help jog your nmenmory. |If you keep H(A) 18
open, but turn back in bundle HE)1 to tab 3, page 4,
for the Russian H(E)1/03/4, and 4T --

Wi ch bundl e, 18?

It's the one with the diagramin it, if you turn back in

that to tab 3.

MRS JUSTI CE GLOSTER H(E) 1, tab 47

MR MASEFI ELD: We were in tab 4, ny Lady, |'mturning back

to tab 3.



The start of tab 3 is a Russian docunent, and we
have the transl ati on on page 4T and fol |l ow ng
H( E) 1/ 03/ 4T.
| see the Russian docunent.
Looki ng at the Russian, do you recogni se this docunent,

M Streshi nsky?

| haven't seen this docunment before. Well, |'ve seen it

during the preparation to the witness statenment but

| haven't seen it at the tine.

Now, we know that this explanatory note was drawn up
around the same tinme as the Syndi kus fax, that is to

say, March 2000, for reasons that | don't need to go

into for the time being. But |ooking at the explanatory

note, M Streshinsky, do you see that stage 1 is

entitled "Initial. Opening accounts, transfer of funds",

do you see that?
MM hm
There is then a reference to:

i nternmedi ary services for the arrangenent of

redi stribution of shares in the alum niumconplex ..."
Do you see that, on the right-hand side?

Mm hm

Then a bit further down it says:

"Amount of the Internediaries' Conpensation: About

100 million USD."
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Do you see that?
MM hm
That is a reference to the sunms due under the
comm ssi ons agreenents which M Patarkatsishvili had
notari sed on 16 March, were witnessed by M Zaitseva,
okay?
MM hm
Then we can see there's a short underlying passage which
says this:

"In order to carry out the internediary transaction
and also the first stage of the Programme, it is assuned
that it will be necessary to performthe foll ow ng
actions."

Do you see that?

Yes.
Then it says:

"1l. Providing interested parties (lawers, the
persons conducting the conpani es' busi ness, the bank)
with the set of docunments constituting the Transaction,
i ncl udi ng:

"Di agrans of the transacti on;

"Cash flow tabl es;

"Agreenents (protocols) between the purchasers and
the client -- the internediaries' representative;

"Copi es of the share sal e and purchase agreenents of
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the factories;

"Background, financial and other information about
the subjects of the transaction (KrAZ, GES)."

Do you see that, M Streshinsky?
Yes.
Alot of that ties in with the Syndi kus fax of 27 March
that we were just |ooking at.
Yes.
For exampl e, do you recall the Syndi kus Anstalt people
had received financial information for KrAZ and Kr AZ GES
fromyou, but they were asking for simlar background
information for BrAZ; do you recall that?
Yes.
So what you appear to have sent the Syndi kus peopl e by
way of background financial information is precisely the
background financial information that it was envi saged
by the author of the explanatory note would be sent to
interested parties, |lawers and so on, correct?
Correct.
Do you recall the Syndi kus Anstalt peopl e appear to have
received a diagram of the transaction structure that
we' ve just | ooked at, and were querying the
rel ati onship?
| don't renmenber but | think they've received it.

And that woul d appear to tie in with the information
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that it was envisaged would be sent to interested
parties, the first bullet point in this explanatory
note, yes?
Yes.
Do you recall that the Syndi kus Anstalt people had al so
in their fax used simlar |anguage to what we see
enpl oyed here, the |language of "internediary client",
and they had referred to four internediary conpanies.
W can see four internediary conmpani es being referred to
here, can't we, M Streshinsky? |If you | ook about
hal fway down on the page to the word "Internediaries",
where it's capitalised --
It's on the Syndikus letter?
No, on the explanatory note that we have at page 4T
H(E) 1/ 03/ 4T, about hal fway down we have in capitalised
wor ds:

"I nternedi ari es: Conpani es bel onging to BAB (2
conpani es) and BShP (2 conpanies)."

Do you see that?
Yes.
Then if we | ook down to the bottom of the first page of
this explanatory note, M Streshinsky, and in particul ar
if we ook at bullet points 2, 3 and 4, we can see that
what is proposed is the acquisition of the internediary

conpani es on behalf of clients, opening bank accounts
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for the internediary conpanies and the official transfer
of conmi ssion fees into the bank accounts. Do you see

t hat ?

Yes.

And that also ties in with the Syndi kus fax of 27 March
because do you renmenber Syndi kus Anstalt people tal ked
about ordering offshore conpanies, and they tal ked about
transferring nonies into the new Austrian bank accounts?
M1 hm

You see, what | suggest to you, M Streshinsky, is that
you were the author of this explanatory note?

No.

You deny that, do you?

| deny that.

And the fax that we have fromthe Syndi kus

Treuhandal stalt people to you on 27 March is evidence of

your involvenent in what we see described as stage 1 of

this note.
Well, | did not see this note, | was not author of this
note, I was sinply asked to provide certain infornmation

to Syndi kus and conmmuni cate with them

You say it's just a coincidence, do you, M Streshinsky,
that around the very tinme when this note appears to have
been drawn up you were liaising with Syndi kus peopl e and

carrying out the tasks that appear to have been
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envi saged at stage 17
I"msure it's not a coincidence, | was just asked by
M Anisinov to assist and | had to send certain
i nformation.
You see, what's significant about the explanatory note,
M Streshinsky, is this: the explanatory note was not
just witten for the benefit of M Patarkatsishvili
because al though it contains sone references to the
client in the singular, it also contains references to
the clients in the plural

W can see that fromthe openi ng words of the
expl anatory note. |If you look up at the top of the
page, do you see it says:

"I'n connection with the dients' proposed visit to
Eur ope. .. "

Do you see that?
MM hm
If we look at that, about hal fway down, where it says
"Intermediaries" in capitalised terns, it's fairly clear
that the clients who are being referred to are BAB and
BShP, that is to say M Berezovsky and
M Pat arkatsishvili, do you see that?
Yes.
And then if we go on over the page H(E)1/03/5T and

| ook at stage 2 of this explanatory note, stage 2 is
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entitled "The Main Stage. Structuring of the Assets",
do you see that, M Streshinsky?

MM hm

We can see the author of the explanatory note says:

"The second stage of the Progranme consists of two
parts:

"Distribution of the assets between the partners in
proportion to their interests.

"Creation of a single conpany, determination of the
rules for its functioning, transfer of the assets to the
si ngl e conpany's ownership."

Do you see that?

MM hm
Then it says:

"It is proposed first of all to distribute the
assets belonging to the partners in the main business
projects, including the follow ng."

There then follows a list of assets, yes?

M1 hm

Those assets include a reference to Sibneft at item 3?
MM hm

And those assets also include a reference to the

al um nium conplex at item2, do you see that?

Yes.

That reference to the alum nium conplex was a reference
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to the KrAZ, BrAZ and Achinsk assets which you knew, as
a result of your involvenent in the February 2000 sal e,
both M Berezovsky and M Patarkatsishvili had acquired
ownership interests in?

Well, | knew that M Patarkatsishvili acquired the
ownership interest because |'ve seen the docunents.

| didn't know anything about M Berezovsky.

JUSTI CE GLOSTER: Can you speak up a bit, please?

| knew -- excuse nme. | knew that M Patarkatsishvili
was i nvol ved because he was one of the purchasers in
this agreenent of 10 February but | didn't know about

any invol vement of M Berezovsky.

MR MASEFI ELD: You say that, M Streshinsky. But if you

were the author of this docunment, or you were invol ved
in inmplenenting the stages that are described here, what
it denmonstrates is that you woul d have known

at March 2000 that M Berezovsky and M Patarkatsishvili
were partners and, secondly, you would have known t hat
M Berezovsky and M Patarkatsishvili had ownership
interests in the alum nium conplex that would cone to
formpart of Rusal. But you deny any such know edge, do
you, M Streshinsky?

Yes. This is the way you put it. | put it very

sinmply: | was assisting M Patarkatsishvili in opening

the account and establishing the relationship with the
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banks.
W say that this was know edge which was not just
personal to you, M Streshinsky. You' ve told us in
paragraph 17 of your wtness statenment F1/02/59 that
whenever you did work for M Patarkatsishvili it was
al ways at the instruction of M Anisinov. Do you
remenber that?
That's correct.
And you woul d therefore have shared with M Anisinmov the
information that you acquired in the course of providing
these services to M Berezovsky and M Patarkatsishvili?
| did not provide any services to M Berezovsky.
You see, both you and M Anisinov have to deny that
know edge, don't you, M Streshinsky, because otherw se
it fatally underm nes not only your case on the overlap
i ssues in these proceedings but also M Anisinov's
defence in Metalloinvest?
Well, that's your opinion. Wat can | say?
You see, there's one final thing, M Streshinsky, that's
striking about this explanatory note and it's this. Do
you see towards the bottom of the page, just before the
| ast five nunmbered paragraphs, there's a short paragraph
whi ch says this:

"This stage concludes in the creation of a single

conpany and the transfer of all the assets of the



partners into its ownership. This conpany's founding
docunents nust provide the |legal rules of the gane,
including ..."

And then various nmatters are set out, including
mechani sns for protecting mnority sharehol ders, how to
resol ve deadl ocks and the procedure on termnation by
one partner. Do you see that?

Yes, | see.

Then turning over the page H(E)1/03/6T, under the
heading "Stage 3. The Final Stage. The Procedure and
the Results of Joint Wrk", do you see that headi ng?
Yes.

It says:

"All the legal activities of the joint conpany and
the businesses controlled by it nust be carried out by
Western | awers. "

Then in the next paragraph:

"Once a year the joint company's activities and its
financial results will be confirned by one of the mgjor
i nternational audit conpanies."

Do you see that, M Streshinsky?

Yes.
And that advice ties in directly, M Streshinsky, wth
M Berezovsky's evidence given in these proceedings, and

| ong before --
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A, Was what ?

Q It tiesinwith M Berezovsky's evidence given in these
proceedi ngs, |ong before this explanatory note was
di scl osed, that he renmenmbers M Anisinov advising both
hi msel f and M Pat arkatsishvili around the tine of the
Dorchester Hotel neeting in March 2000 that they should
structure their assets offshore in a very precise |egal
way, and subject to western as opposed to Russian | aw.
That was the advice | suggest to you that both you

and M Anisinov were giving to M Berezovsky and

M Pat arkatsishvili around this tine?
A Well, | did not speak to M Berezovsky, | did not speak
to M Patarkatsishvili. | only spoke to M Anisinov,

and if M Anisinov advised sonething to
M Patarkatsishvili, | don't know what he advised.
MR MASEFI ELD: My Lady, | have no further questions.
MRS JUSTI CE GLOSTER: Thank you.
MR MALEK: No re-exam nation.
MR ADKIN:  No questi ons.
MRS JUSTI CE GLOSTER  Thank you very nmuch indeed for com ng
al ong.
THE W TNESS: Thank you.
MRS JUSTICE GLOSTER Particularly given your visa
difficulties.

THE W TNESS: Thank you.



(The wi tness withdrew)

MR MALEK: M Lady, that concludes the evidence on behal f of
the Ani sinov defendants, and | think that concl udes al
the factual evidence in this case.

MRS JUSTI CE GLOSTER  Ri ght.

M Rabi nowi t z.

MR RABINON TZ: W're on to Russian | aw experts and, ny
Lady, we call Dr Rachkov.

MRS JUSTICE GLOSTER |'ve read Dr Rachkov's expert
st at enent .

DR I LI A RACHKOV ( sworn)

MRS JUSTICE GLOSTER: Do sit down, Dr Rachkov, if you'd like
to.

THE W TNESS: Thank you

Exam nation-in-chief by MR RABI NON TZ

MR RABI NOW TZ: Good afternoon, Dr Rachkov.

A. Good afternoon.

Q Can Dr Rachkov be given bundle G(A)1/1 and al so (A 6/1,
pl ease.

Wil e those are being brought, Dr Rachkov, can you
just confirmthat you don't have any nobile phone or
ot her el ectronic device with you in the witness box?

A. M Lady, | don't have any el ectronic devices with ne.

Q Dr Rachkov, if you take bundle G A)1 and you go to

tab 1, you should see a docunent headed "Fourth Expert

148



MRS

149

Report of Ilia Vitalievich Rachkov", do you see that
G(A)1/1.01/1?

Yes, ny Lady, | do see that.

If you go to the end of that tab, it's at page 108
G(A)1/1.01/108. It's right at the end of the tab.
Can you confirmthat that is your signature?

Yes, ny Lady, | confirmthis is my signature.

And that this is your fourth report in these

pr oceedi ngs?

I confirm

Thank you. And can you just go over to the next tab
G(A) 1/1.02/109, you should see a docunent headed
"Fifth Expert Report of Ilia Vitalievich Rachkov", do
you have that?

Yes, ny Lady, | do.

JUSTI CE GLOSTER:  You don't have to call me "ny Lady”

every answer.

MR RABINON TZ: And if you go to the end of that tab

o > O >

page 177 (A)1/1.02/177, again you should see

a signhature. Can you confirmthat that is your

si ghature?

Yes, | do.

And that this is your fifth report in these proceedi ngs?
Yes, this is ny fifth report in these proceedi ngs.

Thank you. And then if you go over the tab, to tab 3
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G(A)1/1.03/178, you should see a docunent headed

"Sixth Expert Report of Ilia Vitalievich Rachkov"?
Yes, | confirmthis, | see this.
Thank you. And then if you go right to the end of that
bundle, it's page 217 (A)1/1.03/217, again can you
confirmthat that is your signature?
Yes, this is ny signature.
Thank you, and that this is your sixth report?
Yes, this is ny sixth report.
Thank you. Can you confirmthat the contents of these
reports are all true to the best of your know edge and
bel i ef ?
Yes, | confirmthis.
Thank you very nuch.

Now, can you take up, please, bundle (A)6/1, which
is the joint expert nmenorandum do you have that
G(A) 6/1.01/1?
| do.
Now, it's, as you know, a docunent which contains
statenments both of yourself and M Rozenberg and
Prof essor Maggs. Can you first just go to page 41,
again it's the end of the tab, on the |l eft-hand side,
can you confirmthat that is your signature
G(A) 6/ 1. 01/ 41?

Yes, this is ny signature.



Q Can you confirmthat insofar as the joint nenorandum
contains or reflects statenments attributable to you
that those statements are true to the best of your
knowl edge and belief?

A Yes, | confirm

MR RABI NON TZ: Thank you. Can you wait there, please,

M Sunption is going to have sonme questions for you
Cross-exam nation by MR SUWPTI ON

MR SUMPTI ON: Good afternoon, Dr Rachkov.

A. Good afternoon.

Q Can you assune that it was agreed at the
Dorchester Hotel in March 2000 that M Abranovich woul d
| egal |y own Rusal while M Berezovsky and
M Pat arkatsishvili would beneficially own part of the
hol ding? Do you follow the assunption that |'m asking
you to nake?

A. | do follow

Q Now, you accept, as | understand it, that that would not
be a valid agreenent as a matter of Russian law, is that
ri ght?

A. That is right.

Q Now, am!l right in thinking that that is because, in
Russian | aw, the ownership of property is unitary;
that's to say you can't split ownership into different

ki nds of right?
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What | said in ny report is that the ownership cannot be
split into I egal and beneficial ownership --

Yes.

-- between different persons.

Very well. Even by express agreement? The concept
doesn't exist, in other words?

Such concept does not exist in Russian |aw.

Now, | think your evidence is that the draftsman of the
Cvil Code considered borrowing the concept of trusts
fromEnglish law but it was deliberately decided not to
do that, is that right?

This is correct.

Now, can we just | ook at sonme special situations. First
of all, is it right that an article of property can be
in the common ownership of nore than one person?

Yes, sone things can be in conmon ownership of nore than
one person.

If we can just establish this, and | don't think there's
any di spute about it, by reference to the rel evant

provi sions of the Code. Could you be given

bundle G(A)2/1. 1'd like you to turn to flag 6 here
which is one of a nunber of places in these bundles
where we find extracts fromthe Code. They're not the
same extracts which is why we're going to have to nove

about a bit.
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If you turn to page 131 in the bundl e nunbering

G(A) 2/1.06/ 131, you should find Article 244 in
a parallel Russian and English text. Sub-article 1
says:

"Property that is owned by two or nore persons
bel ongs to them by right of common ownership."”

And that's the proposition that you confirmed
a nonent ago. That's right, isn't it?
Yes, that's right.
I think the rest of the article explains that common
ownership may be of two kinds. There is joint ownership
and what is called share ownership in the English
Yes, this is correct.
Now, |'m anxious to |labour this point slightly because
we use very similar ternms in English to describe
sonething different. So in order to avoid confusion
am|l right in thinking that joint ownership -- and this
| think is the sanme in English and Russian law -- refers
to the ownership of an asset by two or nore persons in
undi vi ded shares?
I"mafraid | can only refer to what Russian Civil Code
says.
Yes. If you have two joint owners of an asset, is the
position that they jointly own the whole of that asset?

It's not divided into so nuch bel ongi ng to one person



and so nmuch belonging to the other; is that right?

Yes, that is correct. For instance, the husband and the
wi fe have such type of ownership.

Yes, and each of them owns the whol e of the asset
jointly?

Yes, unless they decided to divide it.

Now, the other sort of common ownership which is
referred to in Article 244, sub-article 2, is called
share ownership. It may be that a | ess confusing
English termwould be ownership of a share, and that
refers to the fact that property nmay be in commopn
ownership with a definition of the share of each of its
owners in the right of ownership. |'mreading fromthe
English translation of Article 244.2.

Now, is it right then that if you have share
ownership, or ownership of a share, in contradistinction
to the case of joint ownership, this is a case where two
or nore people own an asset with each of them owning
a defined proportion of that asset; that is correct?
That is in principle correct.

Now, that of course is not splitting ownership into
different kinds of right, is it? Because in either case
each owner will have the sane kind of right, is that
correct?

Can you pl ease specify your question?
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Wl |, common ownership in either of its two forns is not
an exanple of splitting ownership into different kinds
of ownership right, is it? Because in each case combn
owners have the sanme kind of right over the asset, is
that correct?

That is correct.

Now, can we | ook at a second special situation. |Is it
right that an owner of property can enter into

a contract of entrusted managenent, which I think is

a technical term at least that's the way it's
translated into English, the effect of which is that he
entrusts the property in question to the managenent of
anot her person. |s that correct?

The question -- | need to specify your question, or

pl ease give ne the exanple whether you refer to the
joint ownership or to the shared ownership?

Wll, I'mnot now tal ki ng about common ownership. |'ve
noved on to a different topic | want to ask you about
whi ch is concerned with a kind of contract which is
referred to in English as a contract of entrusted
managenent. Now, is that an expression that you are
famliar with?

No, | amnot famliar with that expression

Ri ght .

| amfaniliar with the expression which is used in
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Russian | aw for an appropriate contract on entrusted
managenment .

Q Well, let ne see if | can refer you to the rel evant
provi sion of the Code. Wuld you look at Article 101.2
of the Code which I think you'll find in the sanme flag.
If you ook at Article 1012, sub-article 1, this is
under the heading "The Contract of Entrusted Managenent
of Property", do you see?

A, Yes.

Q I'mfor obvious reasons using the English termand it
may not be an expression that you would use --

MRS JUSTICE GLOSTER: Would you give ne the page, please,

M Sunption?

MR SUMPTION: It's at page 165 ( A)2/1.06/165.

Wien | refer to a contract of entrusted managenent,
what |I'mtal king about is the sort of contract that is
nmentioned in the heading of Article 1012. There is, no
doubt, a nore exact Russian termin the parallel colum.

Now, is that a kind of contract by which the owner
of property entrusts that property to the managenent of
anot her person?

A.  Yes, this is such a contract.

Q Now, under such a contract, am |l right in thinking that
the manager has no ownership interest at all? He is

sinply an agent for the purpose of nmanaging it?
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That is correct.

Now, if I can turn to a third particular situation, you
can also, as | understand it, have a custody or depo
agreenent for shares in conpanies with a professiona
securities depository, is that right?

Yes, this is right.

Is it a feature of that contract that the depository
exercises the rights of the owner but he does so only as
the owner's agent and subject to the owner's

i nstructions?

In general it is possible, but it depends on what
exactly is said in the contract between the owner and
the service provider, who is the holder of the depo
account .

But woul d you accept that it is a feature of custody or
depo agreenents that the depository or custodian wll
not have any ownership interest in the shares, he is
sinply performng services in relation to themto the
true owner?

This is correct.

So that none of the three special situations which |I've
identified infringe the basic principle that ownership
rights in property can't be split into different kinds
of ownership, would you agree?

Maybe you can specify once again what you wanted ne to
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answer .
Am | right in thinking that none of the three special
situations that |'ve asked you about, namely comon
ownershi p, contract of entrusted managenent and cust ody
or depo agreenents, none of those three arrangenents are
i nconsistent with the basic rule of Russian |aw that the
ownership of property can't be split into a | egal and

a beneficial interest?

Yes, | think none of these legal structures contradicts
Russi an | aw.

Yes. Well now, as | understand it, although two people
cannot contract to split ownership into, for exanple,

a legal and a beneficial interest, you say that an asset
owner can contract wi th another person to give him

a contractual benefit which is derived from ownership,
for exanple | pronmise to pay you half the dividends that
| receive fromny shares in the XYZ conpany; that is
your position, isn't it?

That is ny position, that such result can be achi eved

t hrough a contract.

Now, is that on the basis that, if you enter into

a contract of that kind, you are not agreeing to give
the other party to the contract any ownership interests
in the shares, it's a purely personal obligation; is

that right?



159

Yes, this is a contractual obligation. It is not
aright inrem

Right. Now, can | turn, please, to the question of
rights in registered shares in a Russian conpany. Do
you agree that shares in Russian joint stock conpanies
are issued in what is called non-docunentary fornf?

Yes, this is correct. Starting from 2001, all shares in
Russi an joint stock compani es nust be issued in
non-docunentary form

Is it right that there were non-docunentary shares

bef ore 2001?

Bef ore 2001 there were non-docunentary or docunentary
form depending on what the joint stock conpany prefers.
So is it right then that the change that occurred in
2001 was that whereas previously a joint stock conmpany
coul d choose either to have docunentary or
non-docunentary shares, after 2001 they had to be

non- docunentary? |s that correct?

Yes, this is correct.

Can | next just ask you to confirmthat Sibneft was an
open joint stock conpany, wasn't it?

To the best of ny know edge, it was.

Now, woul d you accept that the rights of shareholders in
a Russi an conpany are governed primarily by the

Securities Law of 1996 and the charter of the conpany?
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Yes, this is correct, plus regulations enacted by the
Federal Conm ssion of Securities Market or, as it is
call ed now, the Federal Service for Financial Markets.
Yes. Now could you please be given bundle G(A)4/6. 1'd
like you to turn to flag 85 in this bundle, which is the
1996 Securities Law G( A)4/6.85/208. Now, Article 2,
which is the first article in the extract, provides:
"Non-docunentary form of securities is a form of
securities in which the titled holder is to be
established on the basis of the record in the system of
the register of holders of securities or in the event of
accounting the rights to securities and the
depository -- by records in the depo account."
Now, | eaving aside depo accounts, which you've given
some evi dence about, do you accept that title to
non- docunentary shares is registered in a register kept
either by the conpany itself or by a professiona
regi strar?
Yes, | agree, with one snmall explanation, that if the
nunber of shareholders in a conpany exceeds 50 then the
regi ster nust be held by an i ndependent external
regi strar and not by the conpany itself.
| understand. But in either case, title to
non- docunentary shares is registered in the rel evant

regi ster?
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Yes.

Wul d you agree that a conmpany is not required to
recognise the title of anybody who clains to hold shares
but isn't registered?

The conpany is not entitled to do so if the conpany is
provided with all the docunments which evidence that the
person is the owner or is entitled to be registered in
the register of sharehol ders.

Yes. Well, | will conme to that. But if a sharehol der
let us call himX is registered in the register of
shares the conmpany is entitled to regard X and no one
el se as the owner. But if Y cones along and says "Here
is a transfer executed in ny favour by X, you nust

regi ster me now as the shareholder", the conpany nay be
obliged to do that, is that correct?

Yes, this is correct.

Now, woul d you agree that a person has title to shares
only fromthe nonent that he is registered as the
sharehol der in the conmpany's share register?

The registration is only a prina facie argunent to say
that a person is an owner. Therefore it really depends
on the case we are speaking about. For sure, if the
person is registered in the sharehol der register, prim
facie, as long as nothing to the contrary is evidenced,

such person is the owner.



Right. But if sonebody else is going to assert, as
agai nst a conpany, title to the shares he has got to
denonstrate that he has a better right to the shares
than the person who is registered, is that correct?
What do you nean by "better right"? Can you expl ain,
pl ease?

Wel |, suppose that you have a parcel of 100 shares which
are registered in the name of X. Now, Y can, as

| understand your evidence, cone along and say "I ought
to be registered as the owner of these shares because,
for exanple, X has sold themto ne and here is the
evidence". |Is that correct?

Yes, if there is a contract between these two persons,
the previous and the current sharehol der, and this
contract can be enforced, that's what the new

shar ehol der may request.

Yes. So what he has to produce is sonething which
denonstrates that X, the regi stered sharehol der, has
transferred or surrendered his interests in those shares
to Y, is that correct?

Yes, there is a very clear indication in Russian | aw
whi ch type of docunents nust be provided to the hol der
of the register of shareholders to effectuate such
transfer.

Yes. And can you tell us what those docunents are,
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pl ease?

It depends on the specific circunstances of the case
but, in general, |eaving aside the circunstances of this
particul ar case, there should be a contract between the
seller and the purchaser; there should be a transfer
order, in Russian called "peredatochnoye
rasporyazheni e"; there should be an evidence that the
payment occurred, otherw se the shares are deened

pl edged. Based on these docunents, the registrar
effectuates the operation

And those are all -- the contract that you refer to is
a contract in witing?

It is usually a contract in witing but, as | said,
everyt hi ng depends on the case by case situation.

If | take another situation, we have a husband who
is registered in the register of sharehol ders as the
owner of the shares, but later on, in the course of the
divorce, it appears that his wife was also entitled to
be registered, then the wife can request the separation
of the property and be registered wi thout any contract.
Yes. Well, there are no doubt special situations |ike
that one where presumably what you produce is the order
of the court which directs that the wife is to have that
right, is that correct?

Yes.
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MRS JUSTICE GLOSTER: | nean, she couldn't just turn up at

a sharehol ders neeting and vote wthout getting herself
on the register?

A. Correct. She cannot approach the general neeting of
shar ehol ders because nobody knows whet her she is the
wi fe and how shall this be evidenced.

MR SUMPTION: So there are various situations in which you
can call upon the conpany to register you as
a shareholder, but it is the register that is conclusive
of the identity of the person who has the existing
interest in the shares, is it not?

A. No, it isnot. 1In Russian |law, we distinguish between
constitutive registration which is, for instance,
so-called state registration, and the registration which
is just the conpletion of the whole procedure. So in
Russian | aw there can wel|l be cases where there is
a contract but for some reason the person is not entered
in the register of sharehol ders, for instance because
the seller prevents the purchaser from being registered
because the seller does not deliver appropriate
docunent s.

Q Well, in that situation, suppose that the person who
clainms that there is a contract to transfer the shares
to himturns up without previously getting hinself

regi stered as the sharehol der at the general neeting and
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tries to vote. Now, the conpany will be under no
obligation, will it, to recognise his right to vote?
Yes. The conpany can rely on the entries in the
regi ster of sharehol ders.

Indeed. And if you | ook back at Article 2

G(A) 4/ 6.85/208, that is providing, is it not, that
where you have non-docunentary securities:

"... the titled holder is to be established on the
basis of the record in the systemof the register of the
hol ders of the securities ..."

Now, that is a nmandatory provision, isn't it? The
title of a sharehol der nust be established on the basis
of an entry in the register, is that not right?
| cannot deny what the literal wording of the lawis
but, on the basis of the Russian court practice, | can
say that the cases when the person is entitled to be
regi stered, but is not registered for several reasons,
are nunmerous. And, in this event, on a case by case
basi s, Russian court or another conpetent court nust
deci de whet her such person nmust be entered into the
register.

There were cases which are al so nunerous in Russia
that registrars were so-called pocket registrars. For
i nstance, a nmmjor Russian group of conpani es creates,

through a chain of conpanies, quasi-independent



regi strars which run the registers of sharehol ders of

this conpany, and there were cases when registrars were

engaged in corporate wars and conflicts and where they

did not conply with the requirenents of Russian | aw.
That's why | think it is to sinplify things if we

sinply say or repeat the wording of Article 2.

Vel |l the wording of Article 2, as | think you've

acknow edged, appears to be mandatory. That's what the

| anguage says?

It is mandatory for the registrars to register the

hol ders of securities if they provide the registrars

with the docunents which are, in terns of their

conmposition, their formand their contents, in line with

the requirenents of Russian | aw

Wll, what is said to be mandatory, | woul d suggest, in

Article 2, is that the title holder is to be established

on the basis of the record and the register, that's the

mandatory principle, isn't it?

| di sagree.

Wll, | quite understand and do not for one noment

di spute that there may be many circunstances in which

a person is entitled to be registered. But until he is

regi stered the conmpany is entitled to disregard his

claim isn't that right? The conpany is not entitled to

treat himas the owner of the shares until he is
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regi stered even though he may have a right to be

regi stered?

That is correct.

And the register is therefore concl usive unless and
until a court decides otherwise. That is ultinately the
position, isn't it?

As | said before, it is not the position. W

di stingui sh between constitutive operation of the | aw
where the registration triggers the right of ownership,
and the superficial, if you want, or external situation
that the right is registered.

Wul d you agree that when a person acquires or disposes
of shares in a conmpany, what he is acquiring or

di sposing of is an intangible legal right against that
conpany?

I cannot follow what intangible neans. | can only say
that, indeed, the property which was di sposed of are
obligatory rights.

Agai nst the conpany?

Agai nst the conpany.

Now, if the conpany has no | egal obligation to recognise
his title, because he isn't yet registered, then there
is nothing for that person to acquire or dispose of, is
t here?

Yes, you can say this way.
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Now, in English law, which recognises a difference
between | egal and beneficial ownership, a person who is
not regi stered as a sharehol der nay neverthel ess be
entitled to require the regi stered sharehol der to treat
himas the real owner, but that's not a solution that
Russi an | aw acknow edges, is it? Because Russian |aw
doesn't allow a distinction between | egal and beneficial
owner shi p?

No, | don't think so. | think the Russian |aw permts
to achi eve exactly the sane economic result as the
English | aw delivers, as you described it.

But what it will not achieve is a situation in which any
formof ownership is vested in the unregistered person
He may have a personal contractual right according to
your evidence but not a right in rem | think you
confirmed that earlier?

That is correct.

JUSTICE GLOSTER: So if | buy shares off you, and you
remai n the regi stered shareholder, and |I've paid the
price for the shares, can | contractually require you to
vote in accordance with ny directions?

Yes, and there is a direct indication to that effect in
the federal |aw on joint stock conpanies.

JUSTI CE GLOSTER: Ri ght.

You can request ne to deliver you a power of attorney or
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to vote in accordance with your instructions, ny Lady.
MR SUMPTION:  In the case of a power of attorney, you would

be exercising sonebody else's right to vote as an agent?

A, Yes.

Q Do you agree?

A, Yes.

Q And the sane would be true if you were voting on the
directions of sonebody else. You would be exercising
his voting rights but, by contract, you would be doing
so according to his wishes, is that right?

A. Yes, and there is nothing surprising init. |mgine

a sharehol der is holding shares, he knows that the
annual general neeting of shareholders will take place
soon, he knows what the reconmendations of the
supervi sory board of the Russian conpany, in terns of
di vi dends, are. He knows that the recommendati on i s not
to pay the dividends. Still he needs noney. He sells
his shares to a purchaser, and the purchaser does not
have enough time to get registered in the register of
sharehol ders. |In Russian |aw we have a deadline by
which the list of persons entitled to vote in the
general neeting of sharehol ders nust be conpil ed.
So that's howit works in practice.
Q VYes, and in that situation the registered shareholder is

still treated, as against the conpany, as being the
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owner, but he has contracted to exercise his vote on the

directions of the person who has bought the shares, is

that right?
Not necessarily. It depends on whether or not the
seller is still registered in the register of

shar ehol ders or, although the purchaser is already
registered in the register of sharehol ders, but is not
included in the list of those who are entitled to vote
in the general neeting of sharehol ders.
My question assuned, and I'msorry | didn't make this
clear, ny question assumed that the seller was stil
regi stered as the owner. On that footing, is ny
proposition right?
And what exactly is your proposition?
What | asked you was: in that situation, ie the
situation where there hadn't been tinme to conplete the
formalities, the registered shareholder is still treated
as the owner, but he is contracted to exercise his vote
on the directions of the person who has bought the
shares.

Now, | was asking you that on the footing that the
seller is still the registered owner
Yes, the seller is still the regi stered owner.
Now, woul d you accept that it follows fromthe

provi sions of the Securities Law about registered title
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to non-docunentary shares that if two peopl e have conmon
ownership of shares in a conpany then they nust all be
regi stered, they must both be registered as
shar ehol der s?

In an ideal world, yes. |In the real world, no.

If they both want their rights as comobn owners to be
recogni sed by the conpany that's what they' ve got to do,
isn't it?

Yes, but -- unless they agree it anong thensel ves that
they do not want to show that they are owners, and they
agree to split the dividends obtained by one of them
bet ween t hensel ves without sharing it to the public.

And this is exactly what happens between husband and
wife as well.

In that event, the conpany will have no obligation to
recogni se the person who is not on the register, wll
it?

No, it will not.

JUSTI CE GLOSTER: And in those circunstances, does the
person who is not on the register have a right in remor
just a personal right?

Just a personal, ie a contractual, right. And such
situations are very wi despread. For instance, nmany
foreign conpanies are not registered in the registers of

shar ehol ders of Russi an conpani es but they entrust
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prof essional trustees to be registered in registers of
Russi an conpani es as the owners, but still they have
contractual rights against these | egal owners who are
regi stered --

JUSTI CE GLOSTER: What happens if the professiona
trustee becones insolvent? Were is the ownership of
the share in that circunstance?

That's a big problemfromthe point of view of Russian
law. There were cases where, for instance, Bank of

New York was regi stered as the owner of shares in
Gazprom and Bank of New York issued on these shares
depository receipts in the United States, and a clai nant
in Russia, being an individual, filed a claimagainst
Bank of New York with one of the courts of comon
jurisdiction in Mdscow claimng that Bank of New York
owed sonething to that claimnt, and actually the shares
in Gazprom owned legally by Bank of New York were

sei zed.

So such situations happen and --

MR SUMPTI ON:  When you say seized, do you nmean seized in

execution of the claimant's debt?

Arrested. Well, not yet. It's just -- all operations
w th these shares were frozen, and the Bank of New York
was prohibited fromdoing anything with these shares, to

di spose of them So its rights as the owner were
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say, to receive dividends for instance but not to vote
for instance.
That result was the consequence, was it, of the fact
that the only person recogni sed as havi ng ownership
rights was the regi stered sharehol der and no one el se
had rights in renf
Yes. That's correct.
Now, | wonder if | could ask you to turn in the sanme
bundle to flag 91, which is a decision of the Suprene
Arbitrazh Court of the Russian Federation in 2011 about
another formof registered title nanely title to
property, |and.

Now, one of the issues considered in this case, as
| understand the judgnment, was the nmonment at which
a real right cane into being, and this case arose out of
a partnership agreenent. And | think you will get the
essence of the issue from paragraph 7 on page 248
G(A)4/6.91/248, and in particul ar over the page at
page 249 G A)4/6.91/249.

This is dealing with a situation where you have
conmon ownership, in this case arising out of
a partnership agreenent, but the property, the title to
the property has not been registered as being in the

common ownership of the partners. You can see that from
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the first full paragraph on page 249.

Obvi ously, Dr Rachkov, if 1'm overl ooking some ot her
rel evant part of this judgnment you nust point that out
to ne.

Maybe you can refer to specific nunber, is it number 7?
Well, it's part of nunmber 7. If you | ook at nunber 7,
that's where the anal ysis begins.

MM hm

And if you turn over to page 249 in the English
translation, at the first break in the page it says:

"Therefore, if a real property has been created on
a land plot that has not been registered as conmnon
ownership of the partners... then the ownership right to
the newy created... property may on the basis of... the
Civil Code only belong to the partner having rights to
the said land plot."

As | understand, what's being said there in the
context of land is that the land only belongs to the
partner whose title has been registered, notw thstanding
that there exists a partnership agreenent between him
and someone el se under which this is intended to be
common property.

Is that what it is saying?

Maybe | can give ny own explanation of how | understand

thi s paragraph?
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Yes, by all neans.
I't looks |like there was a sinple partnership agreenent
where one of the partners was the owner of a plot of
land. He failed to transfer this plot of land to the
common ownership of the partners. The buil di ng was
erected on this plot of |and, and because Russian | aw
requires in principle that the ownership to land and the
house are not split, therefore, the owner of this house
is that partner.
If you | ook at the next paragraph, you will see that:

"1f, despite the ternms of an agreenent [and that's
a reference | think to the partnership agreenent],
a partner that is obligated to contribute | easehold
rights to a land plot to the agreenent, or to transfer
the land plot into the common ownership ... refuses to
do so, other parties to such sinple partnership
agreenments nmay apply to a court denandi ng enforcenent of
the said agreenment as provided for by... Article 551 of
the Civil Code. Courts shall qualify partners' clains
worded as clainms to recognise ownership rights to
a share in the created real property, the creation of
whi ch was [the] common goal ..."

The next paragraph says:

"I'n all such cases, [the] courts nust proceed from

the fact that the ownership right of a partner naking



a relevant claimshall arise not earlier than the nonent
of state registration of such right on the basis of
a judicial act satisfying such claim.."

Now, as | understand what is being said here, it is
that the lawis that if you have a right, for exanple,
under a partnership agreenent to be registered as the
owner of some |and, you are not treated as having any
right in remuntil the nonent when that registration
occurs. And | think that's very consistent with your
previ ous anal ysi s.

Have | correctly understood what the judgnment is
sayi ng?

I think you did, and | said before in this court that
real estate and transactions with real estate are
subject to so-called state registrati on, whereas shares
are subject to private registration, and the state
registration is indeed constitutive. You cannot say you
are an owner of real estate unless you are registered in
the register of real estate by the state authority, not
by a private registrar.

Yes. Well, | understand that the person who keeps the
rel evant register is the state in the case of |and, and
a corporate or professional registrar in the case of
conpani es. But the common factor in both situations,

surely, is this, which is that there is a | aw which
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provi des that registration is to be conclusive. 1In the
case of securities, it was Article 2 of the Securities
Law of 1996, would you accept that?

No.

In spite of the terms of Article 2 of the Law of 19967
Yes.

And in spite of your own evidence that, pending
registration, there is no right in renf

| woul d distinguish between the ternms "a right in rent
and the question whether the registration is concl usive
or, as | say, constitutive or not. The registration of
real estate is constitutive. The right of the owner
energes only with the state registration in the register
of real estate.

Dr Rachkov, if you were not the registered owner of
shares but clainmed to have a legal right to becone the
regi stered owner of shares, a situation that we have
been di scussing over the last half hour or so.

You would ultinately have to produce evi dence
satisfactory to a Russian court to establish your right,
woul dn't you?

Yes.
And the evidence satisfactory to a Russian court woul d,
provided that it was a transaction exceeding the

rel evant val ue threshold, be witten evidence of a right
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to those shares, wouldn't it? You would have to
establish your right by witten evidence in a Russian
court.

There is no requirenment that you nust evi dence your
right to shares only by witten evidence. Al other
types of evidence are taken into account.

Vell, we'll come in due course to Article 161 of the
Cvil Code, but do you agree that if you were claimng
aright to be registered as a sharehol der by virtue of
a contract, that contract would be governed by

Article 161 of the Cvil Code provided that it exceeded
the mnimumvalue lint specified in that Article; is
that correct?

If you refer to the contract, yes, there should be

a contract --

Yes.

-- which can be --

le, a witten contract?

The question is whether there nust be a witten contract
or that it is better that there is a witten contract.

| think that it is better that there is a witten
contract, but you can -- actually the triggering event
to effectuate the registration is not the witten
contract, it's the transfer order, and a transfer order

is aunilateral act which is done by the seller and not
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a contract.
But to establish your right to make the seller give you
a transfer order, you nmay have to denonstrate that he
has contracted to give you or sell you the shares?
No.
Well, let us suppose that your right to be registered as
the owner of shares is a contractual right, it derives
froma contract that you' ve nade with the person who is
currently the registered owner. Can we suppose that for
a nonent. Now, if on that basis you say you are
entitled to be registered, then you ask the seller to
give you a transfer, and if he says no, you go with your
contract to the Russian court, do you not?
Yes.
And the Russian court, provided that the value limts
exceed the mnimumspecified in Article 161, will, anong
other things, apply Article 161 to that contract, wll
they not?
Yes.
"1l come back to Article 161 when | come to deal with
t hat .

Can |, before getting there, ask you to help us on
the application of some of the principles you ve been
gi ving evidence about to other agreenents in issue in

this case.



Now, you've acknow edged that the all eged Dorchester
House (sic) agreenent, which involves a split between
| egal and beneficial interests, would not be regarded as
a valid agreenment in Russian law. Could I please ask
you to be given bundle K2 and turn to flag 3 at page 8
K2/ 03/ 8.

What you're | ooking at nowis the origina
particulars of claimby which this action was begun.
What | want you to look at is page 8, a heading
two-thirds of the way down the page, "The claimin
relation to Sibneft".

Now, you'll see that in this paragraph
M Berezovsky's | awers say:

"At that tinme [and that's referring to May 2001],

t he Defendant [M Abranovich], through corporate

nom nees, was the beneficial owner of 43% of the shares
in an oil conpany... Sibneft. |In addition, the

Def endant, through corporate nom nees, was the | ega
owner of a further 43% of the shares held in Sibneft.
Those further shares were held by the Defendant as

nom nee for and on trust for the C ai mant and

M Pat arkatsishvili, each of whomwas individually the
beneficial owner of 50% of that 43% sharehol di ng."

Now, this situation, the situation that is descri bed

in the two sentences which begin "In addition, the
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Def endant", that is, as | understand your evidence, also
a situation which is not conceptually possible in
Russian |l aw? Do you agree?

| agree.

Now, could you please turn to the next flag, flag 4,
which is the next edition of the particulars of claim
served by M Berezovsky's | awyers.

Par agraph 36 on page 26 K2/04/26 all eges:

"Initially, M Berezovsky and M Patarkat si shvili
| egal |y owned or controll ed conpani es which controlled
and legally owned their proportions of the Sibneft
shares. However, as M Berezovsky becane nore heavily
involved in politics and while M Patarkatsishvili
continued to manage ORT, it was deci ded and agreed
between M Berezovsky, M Patarkatsishvili and
M Abramovi ch that M Berezovsky and M Pat arkat si shvili
woul d be distanced fromthe... business. M Abranovich
proposed that all the shares held by M Berezovsky and
M Pat arkatsishvili should be transferred legally to him
or to entities under his ownership or control."

Then in the next paragraph K2/04/27, it is said
that it was orally agreed between the three of them by
1996 t hat:

"Such a transfer would take place."

And, 2:



182

"M Berezovsky and M Patarkatsishvili would
continue beneficially to own the shares so transferred,
whi ch woul d be held on trust for them by M Abranovich."

| think it follows fromyour evidence that that al so
is a situation which is not conceptually possible in
Russi an | aw?
| don't know. So maybe sone other than Russian
conpani es are referred to?

No, this is Sibneft. This is Sibneft.

Yes, | understand, but what is the chain of contro

bet ween each of these individuals and Sibneft? Wre
there any of fshore, ie non-Russian conpani es?

What is being said here is that the shares in Sibneft --
just assume what is being said here is that the shares
in Sibneft were to be transferred legally -- |I'mreading
fromthe top of page 27 of the bundl e nunbering

K2/ 04/ 27 -- to M Abranovich "or to entities under his
ownership or control". These are shares in a Russian
conpany. And that it was agreed that M Berezovsky and
M Pat arkatsishvili, see 37(2):

"... would continue beneficially to own the shares
so transferred [assunme that's shares in Sibneft], which
woul d be held on trust for themby M Abranovich.™”

| think it nust follow fromyour evidence to date

that that is also a situation which conceptually Russian



| aw does not countenance?

| nmean, | can read only what is actually said here,

| don't see any reference to, or any contradiction in
what is said here and what Russian | aw says. It m ght
well be that, as | said, there was a | ong chain of
conpani es, not necessarily Russian ones, between each of
these individuals and Sibneft, which I don't know,
whereas -- and this nmay say to nme that each of

M Berezovsky and Patarkatsishvili assunmed the
obligation to nake sure that the shares in conpanies
which control directly or indirectly their shares in
Sibneft are transferred under M Abranovich's control

It can be both.

| quite understand your point, that it's perfectly
possible in Russian law to have a trust of a non-Russian
asset, a share in a BVI conpany, for exanple. That's
not what I'masking -- | think that's the sort of
situation you have in mnd and the answer you've just
given, isn't it?

No. It can be well that the owner of Sibneft shares
remai ned the same throughout all these years, but the
shares in that owner bel onged to M Berezovsky and

M Pat arkatsishvili before and were transferred under
M  Abranmpovich's control later on. This is a w despread

situation in Russian econony.
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Just assunme, Dr Rachkov, that under a contract governed
by Russian law it is agreed that shares in a Russian
conpany are to be legally transferred to M Abranovich
but on the basis that they will be held in trust by

M Abramovich for M Berezovsky and M Pat arkat si shvili.
Just assune that that is what these paragraphs nean.

On that assunption, which I'mnot asking you to
confirm because it's quite unfair to ask you to do that,
on that assunption, would you agree that that's
a situation for which Russian | aw does not mnake
provi sion because it's a trust?

Well, Russian lawis very flexible. If -- the Russian
| aw does not know the word "trust"” as such, therefore we
need to figure out what exactly the parties may have
nmeant. And if the literal wording of the contract does
not allow us to derive the intention of the parties we
shall ook nore intensively on the specific performance
of the contract later on, on the correspondence which
may or may not have been exchanged between the parties,
on the paynent orders, if any, on explanations of the
parti es.

Wll, I'lIl cone to the whol e subject of explanations,
but | thought that one thing we'd established right at
the outset of your evidence this afternoon, Dr Rachkov,

is that the one thing you can't do in Russian | aw, even
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by agreenent, is to create | egal and benefici al
interests, separate |egal and beneficial interests in
the sanme property; you agree with that, don't you? You
did before.

Yes, | agree.

JUSTI CE GLOSTER:  As | understand it, what you're saying
is: if | agree with you that I will hold shares in

a Russi an conpany for you, that can be done through

a hol di ng conpany of fshore, but not through just hol ding
those shares in the Russian conpany on trust for the

ot her person; is that what you' re saying?

| think the situation is very w despread where whil st

i ndi vidual s do not hold shares in Russian conpanies
directly, noreover legally speaking there is nothing

whi ch connects themw th these conmpanies. There are
only trust agreenents with sone offshore conpani es,
which in turn hold shares in sonme internediate
sub- hol di ng conpani es, which in turn hold shares in
Russi an conpani es.

JUSTI CE GLOSTER: Wl |, the question that M Sunption is
putting to you is: forget the structure whereby you' ve
got an offshore conpany on top of the Russian conpany,
just ook at the situation in relation to shares in the
Russi an conpany. It couldn't be done, a warehousing

type operation of this sort; what is being put to you is
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that it couldn't be done directly in relation to shares
in a Russian conpany?
A I'mafraid | need sone further explanation from
M Sunption on this.
MR SUMPTION: Well, I'msinmply applying the logic of the

answer that you gave to the very first question that
| asked you, Dr Rachkov, which involved draw ng your
attention to the Dorchester Hotel agreenent as alleged
by M Berezovsky, under which M Berezovsky says that
there was an agreenent under which M Abranovich woul d
hold shares in trust for him for M Berezovsky, and
M Berezovsky woul d have a beneficial interest in those
shar es.

You confirmed, it's in your report, that that was
conceptual ly not possible in Russian law. Now, this
pl eadi ng, which is the original formor an early form of
M Berezovsky's all eged 1996 agreenent, is subject to
exactly the sane objection, isn't it? It's an
al l egation that there was an agreenent under which
M Abranmovi ch would legally hold shares but in trust for
M Berezovsky and M Patarkatsishvili as beneficial
owners.

Now, if that is the allegation, then surely exactly
the sanme applies to this agreenent as applies in your

evi dence to the Dorchester House (sic) agreement, isn't
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that right?

A.  As | understood the docunents | was provided with, ie
the particulars of claim as they devel oped over tine,
there is a difference between Dorchester agreenment and
1996 agreenent which is actually --

Q Wat you are referring to, Dr Rachkov, is the nmanner in
whi ch M Berezovsky anmended his case about the 1996
agreenent in response to your original report at the
time of the striking out application when you pointed
out the difficulties that Russian |aw put in the way of
the agreenment that he had originally alleged.

Now, | am asking you about this allegation, and this
al l egation, on the footing that it refers to Sibneft and
not to an offshore conpany, is conceptually just as
i npossible in Russian |aw as the Dorchester Hotel
agreenent alleged by M Berezovsky, isn't it?

A. As | said before, since we don't have any witten
contract in front of us it is difficult for me to say
what the parties could have neant when using such words
as "trust" and the |ike.

I ndeed, if things are as put by M Sunption, it
| ooks |i ke such an agreenment woul dn't nmake sense under
Russian | aw. Under Russian |aw, you can't split the
beneficial and the | egal ownership.

MR SUMPTI ON: Thank you.
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MRS JUSTI CE GLOSTER: Wuld that be a conveni ent nonent ?

MR SUMPTION: My Lady, vyes.
MRS JUSTI CE GLOSTER: Ri ght.
Don't tal k to anybody about your evidence or the
case.
Ten m nutes.

(3.30 pm

(A short break)

(3.45 pm

MRS JUSTI CE GLOSTER:  Yes, M Sunption.

MR SUMPTION: Dr Rachkov, | want to turn to the so-called
1995 agreenent which you have categorised as a joint
activity agreenent or sinple partnership agreenent.
| think it's common ground that those are two
expressions for the sane thing, aren't they; joint
activity agreenent and sinple partnership agreenent are

the same thing?

A, Yes, | prefer to use the termsinple partnership
contract.
Q Very well.

Now, when we ask oursel ves whether a sinple

partnership agreenent was paid in 1995, can | just
confirmwith you -- and I don't think there's any
di spute about this -- what the |egal source naterial is

that is relevant.
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Am | right in thinking that part 1 of the Civil Code

was in force from1 January 1995 but part 2 only from
1 January 1996?
Yes, this is correct.
Part 1 nmeans Articles 1 to 453?
Excuse me, | need to correct nyself. You said from
1 January 1996?
Sorry, 1 March. You're the witness, Dr Rachkov. [|I'm
told frommy right | should have said 1 March.
Excuse me, 1 March 1996.
I'"mgrateful.

Now, part 1 nmeans Articles 1 to 453, doesn't it?
Yes.
And the rest is all part 2?
There are nore, there are part 3, part 4, but part 1 is
1 through to 453.
Ckay. Well now, in relation to an agreenent said to
have been made in 1995 then, can | just list the |egal
sources that seemto be relevant. First of all, part 1
of the Givil Code is relevant, is that right?
That is correct.
Secondly, the Fundamentals of the Civil Code of 1991 is
rel evant so far as the matter is not dealt with in part
1 of the Gvil Code, is that correct?

The Fundanentals of the Civil Legislation of the Union



of Socialist Soviet Republics, yes.

Yes. That's a 1991 docunent, isn't it?

This is the docunment of 31 May 1991.

Yes, and was that a sort of provisional G vil Code which
was in due course intended to be superseded by parts 1

2 and 3 and so on?

Not really. This was the docunment which was el aborated
by the Soviet Union parlianment, and this was a kind of
unbrella law for civil codes which were to be el aborated
by 15 Sovi et republics.

Right. But as | understand it, if some aspect of

a legal right was not dealt with in part 1 of the G vi
Code which canme into force in 1995, one would refer to

t he Fundanentals of 1991 to see if you could get an
answer fromthat, is that correct?

That is correct. Plus the old Cvil Code of the Russian
Sovi et Federative Socialist Republic of 1964 applied to
the extent it did not contradict the constitution of the
Russi an Federation and other |aws including Fundanental s
of 1991 and the Cvil Code of 1994.

| understand. So, so far as some matter was not dealt
with either by part 1 of the Gvil Code or by the
Fundanental s, and was not contradicted by the
constitution or another |aw, you could refer to the old

Civil Code of 19647?
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Yes. To the extent it did not contradict the | aws, yes.
Yes. Now, am | right therefore in thinking that part 2
of the Gvil Code is irrelevant to an agreenent said to
have been made in 1995?

Yes, this is correct.

Now, is it right that in 1995 the general definition of
a sinple partnership agreenment was to be found in
Article 122 of the Fundanental s?

Yes, this is correct.

Can we have a look at that? It's in bundle A)2/1,
tab 5 G(A) 2/ 1. 05/ 96.

Can | ask soneone to bring ne the fol der?

This is extracts fromthe Fundanmentals first in Russian
and then in English starting at page 96 in the English.
Article 122 is at page 96, and that's the article which
| referred to a nonment ago in ny question, and you in
your answer, is it not, the general definition that was
in force in '95?

Yes.

As | understand it, this provision was |ater superseded,
but after 1995, by Article 1041 of part 2 of the Cvil
Code, is that correct?

Yes, this is correct.

Now, is it right that the classic business partnership

as described in, for exanple, Article 122 of the
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Fundanmental s i s an arrangenent under which people
conbine their capital or their business skills to
achi eve some common busi ness objective?
It's not 100 per cent the literal wording. The litera
wording is that property and efforts are conbi ned, yes.
The Code, if we ook at Article 122 of the Fundanentals,
deals with the position of people who act jointly, and
| quote, "without the formation of a |legal person”, ie
wi thout the formation of an artificial |egal person such
as a conpany, is that right?
Yes, this is correct.
Wul d you agree that the all eged agreenment of 1995 in
this case was an agreenent which did involve the
formati on and exploitation of a conpany, Sibneft, which
woul d be owned and control |l ed according to
M Berezovsky's all egation by M Abranovich
M  Berezovsky and M Patarkatsishvili; that's the
al | eged agreenent nade in 1995, or part of it?
| cannot subscribe to that. | understand the
particulars of claimin a different way to that.
VWll, I'"'mnot going to argue with you about what the
particul ars of claimsay, Dr Rachkov, because that wll
be a matter for ny Lady in due course.

Wul d you agree that an arrangenment to operate

a business through a joint stock conpany is governed not



by the law relating to sinple partnership agreenments but
by conpany | aw?
No, I do not agree. The conpany |aw governs the
activity of the conmpany itself, it governs to sone
extent the relations between the conpany and its
sharehol ders, but it does not govern the rel ations
bet ween the sharehol ders.
In sone respects surely it does, because conpany | aw,
for exanple, would determ ne what constituted a majority
deci sion at a sharehol ders neeting, wouldn't it?
Yes, here | agree.
If we | ook back at Article 122 of the Fundanental s:
"Joint activity without formation of a |egal person
may be carried out on the basis of a contract between
the participants in such [an] activity."
Now, that's a reference to a sinple partnership
agreenent, isn't it?
Yes.
That excludes, does it not, fromthe scope of sinple
partnershi p agreenents, cases in which parties agree to
join together to control and invest in the conpany?
What is your question, M Sunption, which | need to
answer ?
What |' m suggesting to you, Dr Rachkov, is that what

Article 122 is saying is that sinple partnership

193



agreenents do not include cases where the parties have
cone together to formand exploit a business through

a conmpany. Wuld you not agree with that?

I do not agree with that. There is abundant Russi an
court practice which says that agreenents on the
formation of legal entities and, nore specifically,
joint stock conpanies and linmited liability conpanies
are sinple partnership agreenents.

What, that every conpany is a sinple partnership
agreenent? Surely not.

No. Under Russian law, until recently, there was

a requirenment for the participants in a linited
liability conpany to enter into a so-called foundation
agreenent. The foundati on agreenment was one of the two
foundation docunents, in addition to the charter, and

the foundati on agreenent is an exanple of a joint

activity or a sinple partnership agreenent. The sane is

true for joint stock conpanies.

If you agree to operate an oil refining business, for
exanpl e, and three people cone together and agree to
operate it jointly, pooling their capital and their

busi ness skills, that would be a good exanpl e of

a sinple partnership agreenent, wouldn't it, or it could

be?

Yes, could be.
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If instead of that they agree to incorporate a conpany
which will own the refinery, and sinply to participate
as shareholders in that conpany, that's not a sinple
partnership agreenent, is it, because of the express
words of Article 122, "without formation of a | egal
person"?

No, it is not true. The Russian |law says only that the
sinpl e partners shoul d have a goal which should be
awful, it can be also an economic goal. And in your
case | can imagine that the goal is to create the
conpany, naybe also to manage it, naybe also to control
to vote in a specific manner. All this is covered by
the sinple partnership contract.

What do the words of Article 122, "without formation of
a |l egal person" nean? Wat effect do they achieve in
your Vi ew?

There are two situations in Russian |aw and practi ce.
The individual s can either engage in economc activity
by creating a joint conpany, a joint venture, which is
a |l egal person, or they can refrain fromcreating

a legal entity and performthe econonic activity
thenselves. |If they do create a legal entity then the
econom c activity is carried out by such legal entity.
Well, just looking at Article 122, "joint activity"

under this article means joint activity wthout
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formation of a |egal person, doesn't it? |If it doesn't
nmean that, then what limtation is being introduced into
Article 122 by the words "without formation of a |egal
person"?

To answer your question | need to get back to the
archives of the Russian Parlianent.

JUSTICE GLOSTER: Can | ask you this question: if you
and | agree to go into business and we buy a conpany of f
the shelf, and we're 50/50 sharehol ders, and our
relations contractually are governed by the constitution
of the conpany, we haven't got a joint activity contract
in those circunstances, have we? W've just agreed to
put our business through a conpany, we're regul ating our
affairs by virtue of the nenorandum of association and
the articles of association of the conpany. You

woul dn't say, would you, there was a joint activity
contract, a sinple partnership agreenent in those

ci rcunstances, would you?

If we create a conpany, the conpany does not exist yet.
We enter into a contract with a purpose to create the
conpany. W enter into a so-called foundation
agreenent. This foundation is recogni sed by Russian
court practice and also legal literature as a sinple
partnership agreenent. Once the conpany is established,

it may happen that our joint venture or joint activity
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was conpleted by this so we are now sharehol ders in that
conpany and --

JUSTI CE GLOSTER:  And thereafter there's no joint
activity agreenent?

Well it depends on the provisions of the contract, what
exactly is said there.

JUSTI CE GLOSTER: Okay. Say you and | don't agree to
forma conpany but you al ready own a conpany

100 per cent and |I buy in, or you sell me 50 per cent of
the conmpany, and we enter into a sharehol ders agreenent
as to how we shall vote and how we w || appoint
directors as between us. |s the sharehol ders agreenent,
whereby you and | contractually agree how we're going to
vote directors, what transactions the conmpany will and
won't do, is that a joint activity contract?

It's a very good exanple of a joint activity agreenent.

MR SUMPTION. Well, 1'mpuzzled by that, Dr Rachkov, because

| thought this was common ground.

Wul d you take your fourth report, please, in
bundle (A)1/1, you may still have it in front of you
and turn to paragraph 164. This is G A)1/1.01/57.
Can you repeat the nunber of the paragraph, please?
It's bundle G(A)1/1, flag 1, page 57 in the
bundl e nunberi ng.

You see, | would suggest to you that a foundation
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agreenent governing the creation or operation of

a conpany is not an exanple of a sinple partnership
agreenent, and | had thought that this is something that
you were pointing out at paragraph 164. Wuld you like
to | ook at paragraph 164 of your fourth report, have you
got that?

Yes.

What you seemto say here is that:

"Where the parties agree to conbine their
contributions by formng a legal entity (such as joint
stock company or a full partnership), they make
a different type of contract."

Now, a sinple partnership is not a legal entity, is
it?

A sinple partnership is not a legal entity.
No. So:

"Where the parties agree to conmbine their
contributions by fornming a legal entity (such as joint
stock conmpany or a full partnership), they make
a different type of contract. But where they agree to
act without formation of a legal entity, they nake
a sinple partnership contract."

You quote Professors Braginsky and Vitriansky in
their leading textbook on contract | aw where they

descri be the subject of a partnership contract as
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foll ows:

"Article 276 of the 1922 Cvil Code and Article 1041
of the current Cvil Code ..."

Now 1041 | think you' ve confirned is the current
version of what was in 122 of the Fundanentals, and has
the same reference to not including a legal entity,
doesn't it?

Yes.
And the citation you have in your paragraph

"Article 276 of the 1922 Civil Code and Article 1041
of the current Gvil Code confirmthe characteristic
features of a sinple partnership contract: in the 1922
Code, the conbining of contributions, and in the current
Code, the conbining of contributions and the fact that
the joint activity is carried out wi thout form ng
a |l egal person. The absence of either of these
i ndicators prevents the parties' contract from being
deened to be a sinple partnership contract."

Now, what that textbook extract is saying, surely,
is that if you don't have a situation where there is no
| egal person, ie if you do have a | egal person, you
haven't got a sinple partnership contract; isn't that
what it's saying?

I ndeed at the first glance you can come to this

conclusion, but as a matter of |law and practice it is



not correct.

Wl |, the governing principles of lawin Russia, as in

| think all civil law countries, are to be found in the
various codes, are they not? And it's the duty of the

courts to apply the codes?

Now, you say "at the first glance" ny interpretation
of Article 122 and this textbook is correct. 1Is the
position any different at second or third glance?

If you | ook at what the Code actually says, and what
authoritative textbook witers have said about its
neani ng, you have to conclude that if the activity is
carried out through a legal entity it's not a sinple
partnershi p agreenment, don't you?

No. If the activity is carried out in order to formor
to manage or to control a legal entity, for instance
alimted liability conpany of Russian |aw or joint
stock conmpany of Russian law, this is a sinple
partnership contract.

When you said that at first glance this textbook is

i ndi cating the opposite, how are we to read it at second
gl ance?

Probably taking a | ook at the context in which these
wor ds are said.

Wll, I'mjust |ooking at what appears to be

a proposition of law derived fromArticle 1041 of the
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current Civil Code, which is the equival ent of

Article 122 of the Fundanentals. Wat's wong with the
statenent of the law that we see in the textbook that
you have quot ed?

The fact that the parties to a sinple partnership
contract are shareholders of a legal entity which is
formed as a result of such joint activity does not mnean
that there is no sinple partnership contract. The
creation of a legal entity is the result of the joint
activity.

So do you say that the law forrmulated in this extract
fromthe textbook is wong?

The textbook is not a source of the law. The textbook
is only an interpretation of what the |aw says.

Do you say that the interpretation is wong?

The interpretation is contained in the context and, as
| said, fromthe context of this textbook it foll ows
that the authors of this textbook neans exactly what

| said.

Are you distinguishing, Dr Rachkov, between an agreenent
to forma conpany and an agreenent to operate a business
owned by a conpany? Are you meking that distinction?
No, not really.

| see. So if two parties cone together and say: we wil

acquire half each of an existing conpany that owns
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a refinery and we will cause the conpany to operate that
refinery and to make profits which we will then declare
in dividends and distribute 50/ 50 between each of us,
are you saying that's a sinple partnership agreenent?

It all depends on the details which are contained in the
contract. |If the parties conmbined their efforts, their
skills, their reputation, if they acted together to
achieve this goal, if this goal was lawful, if this goa
was finally achieved, that is a sinple partnership
contract.

JUSTI CE GLOSTER: Ckay, well, take the exanple

M  Sunption has just put to you, because |I'm not
understanding this, just take the sinple exanple there.
As | understand your evidence, you're saying that until
the conpany has been acquired or until the conpany has
been fornmed there is a joint activity agreenment. But
what about once the conpany has been acquired, so the
two parties have acted together, they've acquired the
conpany, fromthere on in the activity is generating the
profits of the business through the conpany. At that
stage in time is there still a joint activity agreenent?
There can well be a joint activity agreenent.

JUSTI CE GLOSTER: No, not whether there can well be. |Is
there, just in the sinple exanple that you' ve been

gi ven, where parties agree together that they wll
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conbi ne together to acquire a conpany, they acquire the
conpany, no nore agreenent because they've acquired it;
in those circunstances is there, going forward, a joint
activity agreenent?

Yes.

JUSTI CE GLOSTER:  Why?

Because the parties conbined their efforts to achieve

a lawful goal, and they did so.

JUSTI CE GLOSTER: Even in circunstances where there's no
agreenent going forward governing their rel ations

t oget her ?

The goal can be just acquisition of control or a certain
stake in the conpany. It can also be acquisition of a
certain stake in the conmpany plus managenent of sone

busi ness of the conpany afterwards.

MR SUMPTION:  Well, Dr Rachkov --

A

Russian law is very flexible in terns of what the
parties can agree on.

Doct or Rachkov, |'m bound to suggest to you that this
view is not consistent with Article 122 of the
Fundanmental s; it's not consistent with the textbook

whi ch you' ve quoted in your report; and it's not
consistent with your own gl oss in paragraphs 164 and 165
where the absence of a legal person, in all three

pl aces, is treated as a critical indication of whether
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there is a joint activity agreenment or not.

MRS JUSTI CE GLOSTER  You' re being asked about the first
sentence of paragraph 164.

A, Yes.

MR SUMPTION:  And the first sentence of 165.

A. The first sentence reads:

"Where the parties agree to conbine their
contributions by formng a legal entity (such as joint
stock company or a full partnership), they nmake
a different type of contract.”

As | said, if the parties intend to achieve a | awful
goal, ie a goal which is not contrary to the law, and if
they conbine their efforts, and if they achieve this
goal, this is a sinple partnership agreenent.

The first paragraph, or first sentence of 165 reads:

"As | have explained, if the parties' agreenment does
not match these characteristics, they have not concl uded
a partnership [agreenent]."

Q One of the characteristics you are referring to there is
that the activity is carried on without formng a | egal
person. Isn't that right?

A. No, it is not correct.

Q W my have to study that for ourselves.

I'"d like to turn to the question of certainty. The

first head which I'd like to ask you about is the
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requi rements for a valid agreement as to the partnership

share, by which |I nmean the share that each party has in

a sinple partnership agreenent if they intend to form

one. That's the subject I'mgoing to ask you about now.
Now, | think you agree, don't you, that for a sinple

partnership agreenment to be valid the essential terns

have got to be agreed?

Yes.

Now, | think you also agree with the other two experts

that these essential terns include the prednet or

subject matter of the contract, is that correct?

Yes.

Now, your evidence is, and this is recorded in the joint

menor andum and you agree with the other experts on

this, that the prednet neans the obligations flow ng

fromthe contract, is that correct?

Yes.

As | understand it, correct ne if I'mwong, the

principle is that those obligations have got to be

agreed with sufficient precision to enable a court to

enforce the obligations in question. That's the

essential test, isn't it?

Yes.

We have seen earlier, when we | ooked at the question of

common ownership, that it can be of two kinds: comopn
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ownership in defined shares, or joint ownership. Do you
remenber we di scussed that a while ago?

| renmenber.

Now, is it right that in Russian | aw you cannot have

j oint ownership except in cases where specific provision
is made for joint ownership by |egislation?

Yes.

And does it follow therefore that, except in cases
specifically provided for by legislation, the only
possi bl e form of common ownership invol ves defi ned
shares?

Yes.

Now, | understand that you accept that there is no

rel evant |egislation providing for joint ownership in
this case?

| agree.

And can we take it, therefore, that partnerships involve
a form of conmmon ownership characterised by defined
shares?

Yes.

Wul d you agree that the proportionate shares that each
partner is to have in a proposed sinple partnership
agreenent is one of the natters that has got to be
agreed if that agreenent is to be validly concluded?

Not necessarily.



When you say not necessarily, one woul d have thought

t hat whether you have to agree the size of each party's
proportionate share is a question that should be
answered either yes or no. But your answer is maybe?
My answer is no.

Your answer is no. | see.

Now, if there is no agreenent about what the
partnership shares are to be, how does the court enforce
the distribution of partnership profits?

The term whi ch nust be defined is what shall be
contributed. On the basis of this term as well as on
the basis of the performance, the court is in a position
to identify the shares in the joint ownership.

Well, I will cone to the question of |ooking at the
contri butions.

As | understand it, there are circunstances in which
you can infer fromthe parties' contributions what the
agreenent as to their respective shares was. 1|Is that
correct?

This is correct.

And that's what you're talking about, isn't it, when you
tal k about the contributions?

Yes, because, as | said, the sinple partnership contract
presunmes that the partners conbine their efforts, for

i nst ance.
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Well now, let nme put a hypothetical case to you
Suppose that the parties intend to enter into a sinple
partnershi p agreement to operate a business but they do
not reach agreenent about what their respective
partnership shares are to be. A year after they have
begun this business, before any distributions have been
made, there is an argunment about what the distributed
shares are to be.

Now, you say that the court in that situation would
| ook at what they each contributed, is that right?
Yes.
If they each contributed things of indeterm nate val ue,
such as business skills, how does the court set about
doi ng that?
This is the question which shoul d be assessed by
apprai sers, not by |awers.
| see. So you put a nonetary value on their respective
contributions, do you?
If these efforts do have such val ue, yes.
| see. Does it followfromthis that if you have
a sinple partnership agreenent to acquire and exploit
shares in a conpany, and one of the partners pays
100 per cent of the cost of acquiring those shares, he
will be treated as having a 100 per cent share?

No, | don't think so.
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Why doesn't that follow fromwhat you' ve just told us?
Let us suppose that you have a sinple partnership
agreenent to acquire and exploit shares in a conpany,
sonet hi ng which you, contrary to our position, say is
perfectly possible. Now, if one of the partners is the
only person who puts up the noney and the only person
who acquires the shares, then when the court cones to
| ook at the value of their respective contributions,
will it not decide that that partner is alone entitled
to 100 per cent?
No, the court rnust decide what the other party
contri but ed.
Well, I'masking you to assune they contributed not hi ng.
Then the other partner who contributed sonething is
entitled to request that the other party contributes
sonet hing which that party was obliged to contribute.
Well, if they haven't reached an agreenent about that,
what does he ask himto contribute?
As | said, the contributions nmust be agreed upon, and on
the basis of the contributions you distinguish or
determ ne the shares which each of the partners have in
their common ownership, in shared ownership.
Wul d you look in your fourth report, please, at
paragraph 167. This is under the headi ng which we see

at page 57 of the bundl e nunbering, "Essential terns for
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a partnership contract” G(A)1/1.01/58. Now, you quote

here Professor Sukhanov, the author of a textbook who
"confirns that the essential terns for a partnership
contract are those that | have descri bed above".
Above in the previous paragraph, | think you're
referring to the concept of contributions, joint
activity and, 4:
" if the agreenent is to be a partnership
contract, it is essential that the parties should
conmbi ne their contributions."”

Sukhanov says:

"The essential terns of a sinple partnership
contract are those on:

"Joi ning of contributions;

"Joint activity of the partners;

"A comon goal, at whose achi evenent these actions
are directed."

You say it's quite unnecessary for the parties to
have agreed in what shares they are to own the resultant
conmon assets, is that right?

A, Yes.
Q Now, could you please take bundle G A)4/6.

My Lady, is your Ladyship willing to go on unti
4.30?

MRS JUSTICE GLOSTER: | was going to go on until 4.30 or
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a suitable break thereafter.
MR SUMPTION: | will be guided by that.

If you could just take bundle G(A)4/6 and turn to
flag 63, Dr Rachkov, which is an extract from
Pr of essor Sukhanov's textbook, and the bit that you have
quoted in your report is the part imedi ately under the
headi ng "Ternms of a sinple partnership agreenment"”
G(A)4/6.63/69. That's right, isn't it?

A, Yes.
Q Now, if you just turn over the page G A) 4/6.63/70:

"The termon unification of the contributions nust
contain information about [the] type of proprietary or
ot her benefit, conprising the contribution of
a participant, as well as [the] anpbunt and nonetary
eval uation of contribution with determ nation of share
of each participant in comon property.”

Now, Professor Sukhanov is pointing out, isn't he,
that you not only have to agree the contribution that
you're going to make in property or effort but you have
got to agree the anount and nonetary eval uati on of that
contribution and to determ ne the share of each
participant in the resultant common property. Is that
not what he is saying?

A.  This is what Professor Sukhanov believes.

Q Yes. Now, Professor Sukhanov is a well-known authority
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on this area, is he not?

He is.

Yes, and you have quoted himin your report for that
reason. But it's not right, is it, that

Pr of essor Sukhanov thinks that the only things that need
to be agreed for a valid sinple partnership agreenent
are the three matters which are identified in your
report and in the first paragraph on page 69
G(A)4/6.63/69? Hence the paragraph 1've just referred
you to.

Yes.

You agree?

Excuse me, with what?

It is not right, is it -- if you ook at the first

par agr aph under the heading "Terns of a sinple
partnershi p", the one that you quote in your report,
it's not right that Professor Sukhanov thinks that the
three things referred to here: nerging of contributions,
joint actions of the partners and the general purpose,
are all that have to be agreed in order to nake a valid
si npl e partnership agreenment. As you've just confirned,
Prof essor Sukhanov's view is that you nust al so agree
the anobunt and nonetary eval uation of the contributions
and determ ne the share of the resultant conmon

property?



A

| explained in one of nmy reports that this is

a so-called "nice-to-have" provision. It is not a

n "

must" provision because Professor Sukhanov clearly
di stingui shes between material terns or substanti al
essential terms of the sinple partnership contract which
are listed in an exhaustive way in the beginning of this
quot ati on, and he does not say that the condition on the
apprai sal of the shares is an essential term So
therefore | disagree with your opinion
The word "nust" is his word. |If you |ook at that fina
paragraph in the section which has been transl ated here:

"The termon unification of the contributions mnust
contain information about type of proprietary or other
benefit, conprising the contribution of a participant,
as well as [the] amount and nonetary eval uation of [the]
contribution with determ nation of share of each
partici pant in comon property.”

Al'l of that is mandatory in Professor Sukhanov's
view, isn't it?
No, it is not. It sounds like this but it is not and,
besides, there is court practice to which | refer in ny
reports and Professor Sukhanov is not a judge which says
that if the condition on the appraisal of the shares is
nmssing, it does not necessarily nmean that the sinple

partnershi p agreenment was not concluded or is invalid or
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has another error or mstake in it. And, besides,

| would like to draw the attention of ny Lady to

a citation in Sukhanov and this is right after the
beginning of this three essential ternms where Sukhanov
says G(A) 4/6.63/69:

"For certain kinds of sinple partnership agreenents,
the list of material terns may be expanded by |law.  For
i nstance, under Article 98 of the Gvil Code and
Article 9 of the Law on Joint-Stock Conpanies, a joint
venture agreenent on the formation of a joint-stock
conpany mnust specify terns regarding..."

And then there is a continuation of what
Prof essor Sukhanov thinks, so that's the exanple which
shows to you that agreenments on formation of |ega
entities are sinple partnership contracts. Sorry for
getting back to this topic again but | think it was
quite inportant for M Sunption.

JUSTI CE GLOSTER: Wi ch you say illustrates the point
you were naking earlier?

Yes, correct.

MR SUWMPTI ON:  Prof essor Sukhanov obvi ously considers that

there are also, in addition to mandatory requirenents,
there are "nice-to-have" requirenents but the
requi rements that he summari ses at page 70 of the bundle

G(A)4/6.63/70, this is a paragraph in which he is
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sumari sing what the termon unification of the
contributions nust contain. The termon unification of
the contributions is the first of the three essenti al
terms that he refers to right up in the first paragraph
isn't it?

Yes.

The nerging of contributions is the first absolute
requi rement and, in the |ast paragraph of the extract,
what he is doing is explaining what the termon the
nergi ng of contributions, an essential term has got to
contain, isn't he?

Yes, but what is the purpose of this regulation? The
purpose is to nake sure that the parties know what they
must perform If the parties already perforned their
obligations, there is no dispute any | onger about what
they were obliged to contribute. Therefore, this case
to which you and Professor Sukhanov refer is different
fromthe case at hand.

But if you make a sinple partnership agreenent and
before you've started to performit you go to a | awyer
and say, "Is this a valid agreenent?", the [awer wll
say, "Well, unless you have specified the shares of the
resultant common property and agreed a nonetary

eval uation of your contributions, no, it's not a valid

agreenent”. Isn't that right?
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No, it is not right. It is inportant to identify the
contributions, not the shares -- not the appraisal of
the shares, not the appraisal of the contributions
because they can be derived on the basis of default
rules contained in the Cvil Code and regul ating sinple
partnership contracts.

Vell, we'll conme to the default rules in a noment.

Now, suppose that the agreenment which the parties
made in 1995 was that the partnership shares should be
50 per cent for M Abranovich and 50 per cent for
M  Berezovsky and M Patarkatsishvili jointly. Just

suppose that that was what was agreed, okay?

Ckay.
Now, | think you accept, don't you, given your earlier
answers, that M Patarkatsishvili and M Berezovsky

could not validly have agreed to hold their partnership
share jointly, because this isn't a case which is

provi ded for by |egislation?

| agree.

Now, woul d you accept therefore that, if the parties
have expressly agreed that the interest of two out of
three partners is to be joint, then there is no basis on
which it can be treated in Russian |aw as an agreenment
for defined shares?

It's --
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If they've expressly agreed that the interests of the
two of themin a partnership is to be joint, they've
sinply entered into an i neffective agreenment, haven't
t hey?
| do not agree with that.
Do you say that if they have expressly agreed that their
interest is to be joint, nevertheless by law it can be
treated as a share agreenent in the | anguage of
Article 244, a defined share agreenent?
As | understood the particulars of clains --
"' mnot asking you to express an opinion on the
particulars of claim |'mputting to you a hypothesi s,
okay? And the hypothesis |I'mputting to you is that
these three peopl e have expressly agreed that
M Abramovich is to have a 50 per cent interest in
a partnership agreenent and that the other 50 per cent
interest is to be held by M Berezovsky and
M Patarkatsishvili jointly.

Now, if ny Lady were to find that that is what had
been expressly agreed, do you accept that that is an
i neffective agreenent?
It depends on the parties' intention. |If the parties
i ntended to have common and not shared ownership, then
indeed this is an invalid agreenent.

Thank you.



My Lady, | suspect that rather than enbarking on the
next question, your Ladyship m ght wish to rise now

MRS JUSTI CE GLOSTER:  Very wel | .

Wednesday, M Rabinow tz, arrangenents can be made,
as far as | understand it, to sit.

MR RABI NON TZ: | ndeed, and | understand the transcript
witers can be here as well, ny Lady. So M Sunption is
here, your Ladyship is here, M Rozenberg and nyself are
here.

MRS JUSTI CE GLOSTER That's subject to any w der

consi derations of whether the courts will be open but as
| understand at present -- but I'Il let you know
t onorr ow.

MR RABINOW TZ: |'mgrateful, nmy Lady.

MRS JUSTICE GLOSTER: But you should work on the basis that
the court will be sitting. Very well.

You understand that you're not to tal k about your
evi dence or the answers you've given or the case
over ni ght .

THE WTNESS: Yes, ny Lady, | do.
MRS JUSTI CE GLOSTER  You understand that. Very well.

Thank you very nuch. 10.15 tonorrow.

(4.30 pm
(The hearing adjourned until

Tuesday, 29 Novenber 2011 at 10.15 am
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