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The shock of the September 11, 2001, attack spread far
beyond our borders, clearly illuminating who the real friends
of the United States are. Russia and many other former
Soviet countries were among the first to offer support in the
campaign against terror. Their continued cooperation and
assistance remain critically important for eradicating terror
and strengthening global security.

Increased threats from the spread of weapons of mass
destruction, particularly in the Middle East, call for an urgent
revision of outdated policies, beliefs and stereotypes. New
visions, new approaches and new practices are warranted
not just for military alliances, but also for securing diversification of the world’s energy
supply. To fulfill these needs, during the May 2002 summit, President Bush and
President Putin launched the U.S.-Russian Energy Dialogue. The dialogue aims to
address such key issues as worldwide stable development of energy industries, energy
security, sustainability of natural resources and preservation of the environment (visit
our website arcci.org Spotlight section for full text of the Energy Dialogue documents).

Since our last publication, the American-Russian Chamber of Commerce & Industry
(ARCCI) and the American-Eurasian Chamber of Commerce (AECC) expanded net-
working with U.S., Russian and CIS administrations, legislators, and private sector
companies to facilitate trade, investment and understanding between our nations. We
are honored that our efforts were recognized by Congressman Curt Weldon (R-Pa.),
who has joined our organization as an Honorary Chairman.

Highlights of the ARCCl and AECC activities include co-organization of the 3rd
International Commonwealth of Independent States (CIS) Business Summit in Evian,
France. We organized executive briefings and small business outreach events in
Chicago, Washington and Syracuse and sponsored a series of workshops on technol-
ogy transfer and offshore software development in Moscow, St. Petersburg, Kiev, Riga

and Tashkent.

The ARCCI and AECC have continued adding an array of services provided to mem-
bers. Services coordinated by the ARCCI/AECC Chicago headquarters now include
assistance with finding suppliers and distributors; e-marketing; virtual business repre-
sentation in Russia, CIS and the Baltics; and website development in Russian and other
CIS languages. Our Washington office serves as a liaison for government relations
and public affairs. Please email info@arcci.org for additional information.

On behalf of the Board, | would like to extend my sincere gratitude and appreciation
to our members and friends. Special thanks go to the Embassy and Trade
Representation of the Russian Federation; the Embassies of Azerbaijan, Georgiq,
Kazakhstan, and Uzbekistan; the U.S. Commerce Department; Department of State
and our corporate sponsors: ASTEC; Baker & McKenzie; Boeing; Caterpillar; CNH;
Chicago Mercantile Exchange; Coudert Brothers; Ford Motor Company; Imnex
International; ltera Group; Mary Kay; Micale, Stock and Sobolevsky; Philip Morris;
and PricewaterhouseCoopers.

We look forward to contributing to strengthening infernational peace, economic coop-
eration and security and being of service to our members.

Sincerely,

Helen Teplitskaia

President
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U.S. and Russia Hope to Reap Benefits From Energy Dialogue

Secretary of Commerce Donald Evans (left) shakes hands with
German Gref, Russian Minister of Economy and Trade

A recent|y launched bilateral energy
dialogue could prove to be a key ele-
ment in relations between the United
States and Russia, according to
Washington lawmakers and adminis-
tration officials. The agreement aims
to generate more American invest-
ment in Russia's oil and gas sector
and provide faster delivery of those
commodities to world markets while
reducing American dependency on
Middle Eastern oil.

"Russia and the Caspian states pre-
sent the biggest opportunity in oil
exploration and production for
America," said Senator Conrad
Burns, a member of the Senate
Committee on Energy and Natural
Resources, "and it is a challenge to
which America must commit."

"With the achievement of economic
and political stability in Russia, the
U.S. now regards Russia as a reliable
and stable producer of oil and gas,"
said Commerce Secretary Donald
Evans. "We are interested in dynam-
ic and regular development of rela-
tions between Russia and the USA in
all spheres."

The U.S.-Russian energy dialogue -

one of several positive steps initiated

during the May 2002 Bush-Putin

Summit in Moscow — covers a num-

ber of issues affecting both nations

including:

estable development of worldwide
energy industries;

einternational coordination of nation-
al energy strategies;

®investment cooperation;

ereformation of national electric ener-
gy industries;

ecooperation for improving effective
energy use;

edevelopment of renewable energy
sources;

sthe use of progressive energy
technologies for environmental
protection.

As part of the dialogue, an upcoming

U.S.-Russian  energy

Houston organized by the United

States Energy Association (USEA) will

further explore these issues.

summit in

Russia currently supplies over half of
the gas to Europe and is the world's
second largest oil exporter. Its output
is expected to grow 7 percent this
year. Furthermore, not being
an OPEC member, Russia is not
subject to the cartel’s price and

Senator Conrad Burns (R-Mont.)
Member, US Senate Committee on
Energy and Natural Resources
production restrictions.

"Those resources can add to the ener-
gy security and energy stability in the
world," Secretary Evans said at a
meeting earlier this year with his
Russian counterpart, German Gref.
Evans has already visited Russia
three times during his tenure.

"In the Russian Caspian Sea there lies
a solution fo the dependency the U.S.
has on Middle East oil," the New
York Times quoted Evans as saying.
"We must begin working with Russia
to tap into, and make more avail-
able, the resources that are available
in this part of the world," Evans said.
"The new U.S.-Russian energy dia-
logue will reap enormous benefits for
both sides down the road. The
Russians have a lot of il to sell, and
the U.S. wants to reduce its depen-
dence on the Persian Gulf," said Leo
Drollas, deputy director at the Center
for Global Energy Studies in London.
"Russia's huge energy reserves offer
great investment opportunities for
both countries," concurred Alex
Dukor, Vice President of the
American-Russian ~ Chamber  of
Commerce and Industry. "The poten-
tial yields, economically as well as
politically, are enormous."
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Russia’s Eco
By William Norton

Indicators that Russia’s national econ-
omy is rebounding are unmistakable.
For the first-time, the federal govern-

ent recorded a surplus. The United

tates recognized Russia as a market
economy. More governments now
favor Russia’s accession to the World
Trade Organization. All of these are
signs Russia is ready fo begin to
claim the high ground of the world’s
economic landscape

The coming decade and a half will
see ‘massive investment by Russia
across the board. Key sectors to
receive a facelift include such tradi-
tional Russian mainstay industries as
manufacturing and energy. Capital
also will be attracted in droves to
such segments of the Russian econo-
my as health services, telecommuni-
cations and transportation. Of
course, with these new investments
will come new opportunities for com-
panies with practical understanding
to compete in“a market that will
require capital equipment, new tech-
nology and investment.

Though its accession to the WTO wiill
not likely take place until 2004,
Russia is already making good on its
word and is taking.steps designed to
open up markets for both goods and
services. Toward that end, President
Vladimir Putin’s - administration has
. won high praise for economic
reforms that range from improving
the Russian tax code and reforming

labor laws to the first privatization of
urban property in roughly a century.

Reforms of the judicial system and
banking sector are well on their way to
tighten somewhat relaxed currency
controls and strengthen anti-money
laundering laws. No less ambitious is
the adoption of international account-
ing standards by the year 2004.

The turnaround is all the more spec-
tacular in comparison to the early
years of recovery from the Soviet
regime. Consider the performance or
Russia’s benchmark RTS Index over
the past 12 months: The index has
grown by some 57 percent — leading
the pack ahead of Prague’s PX 50,
which grew 51 percent, and
Budapest's BUX 35, which grew
35 percent.

The economic expansion comes at a
time when recession is having a detri-
mental effect on other world
economies. Russia’s economy has
shown growth, attracting $8.4 billion
in foreign investment for the first six
months of this year, government sta-
ftistics indicated.

Acknowledging the improvements,
the U.S. Department of Commerce
recognized Russia as "a market
economy." This is widely regarded as
a significant step by the White House
towards normalization of trade rela-
tions. But Congress has yet to
approve Russia’s bid for permanent
normal trade relations status (PNTR)
with America.
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Nevertheless, Putin and his adminis-
tration have won high marks both
domestically and on the international
market. Members of the International
Monetary Fund have labeled Russia’s
recovery from the 1998 financial cri-
sis as "truly impressive."

Equally impressive is the track record
on economic growth for the past three
years. During that time, Russia has
averaged 6 percent annual growth.

According to recent reports, the
Russian government has implemented
an insurance program designed to
help foreign lenders that suffer unfair
treatment at the hands of government
officials. Under this program, the
Federal Center for Project Finance
will offer "noncommercial risk" insur-
ance in conjunction with the World
Bank. The initiative is designed to
force the government to resolve dis-
putes involving politicians and offi-
cials when they first arise; if a dispute
is unsettled, it would be referred to
international arbitration. Any associ-
ated costs would be deducted from
the federal government’s budget. The
program comes in response to for-
eign companies unwilling to invest in
Russia. Often, potential investors
were suspicious of the country’s
unstable regulations, taxes and legal
system. This program removes anoth-
er potential roadblock for the jittery
potential investors by giving them
assurances that they will not suffer
noncommercial losses.

For information on membership or advertising in the BUSINESS REPORT, please
contact the ARCCI at 200 World Trade Center, 1540 Merchandise Mart, Chicago, IL 60654

Tel: 312-494-6562, Fax: 312-467-0615 or

1101 Pennsylvania Avenue, NW, éth Floor, Washington, DC 20004
Tel: 202-756-4943, Fax: 202-756-7323.
Visit our website www.arcci.org or email postmaster @arcci.org




| was first elected to Congress in 1986.
| am a senior member of the House
Armed Services Committee and the
Science Committee. On the Armed
Services Committee, | serve as
Chairman of the Procurement
Subcommittee, where we oversee near-
ly $100 billion in purchasing defense
equipment. As a member of the
Science Committee, | have worked with
my colleagues to introduce legislation
that seeks greater protection of our
environment, including the health and
security of our oceans.

As a young adult, | was one of a hand-
full of students who majored in Russian
Studies in college. | was also fortunate
enough to participate in the American
Council of Young Political Leaders
exchange programs. These experiences
gave me invaluable insight into Russian
history, language, culture and spirit of
the Russian people.

“A New Time, A New Beginning” is a
compilation of cooperative efforts. If
properly implemented, it would build a
holistic relationship that exists between
allied nations.

Currently, there exists a will to work
more closely with Russia and our
Russian counterparts. However, a
framework for this cooperation has
never been laid out in a written pro-
posal. By creating this framework and
highlighting ways that our key institu-
tions can work together on mutually
beneficial programs, we have taken an
important first step to providing pros-
perity, stability and peace to both
nations and to the world.

"A New Time, A New Beginning"
makes recommendations for coopera-
tive efforts in 11 different areas rang-
ing from national security and energy
cooperation to space exploration and
agricultural programs.

I have been to Russia 29 times and | am
planning to make one more trip before
the end of this year.

During my most recent trip fo Russia in
May, | met with two high-ranking Duma
deputies who informed me that "A New
Time, A New Beginning" was the basis
for the Russian proposals discussed in
the most recent summit between
President Bush and President Putin.

The purpose of the Duma-Congress
Study Group is to match American and

"A New Time, a New Beginning"

Exclusive Interview with Congressman Curt Weldon (R-Pa.)

Honorary Chairman of the American-Russian Chamber of Commerce & Industry

Russian lawmakers together. This group
has helped build a greater understand-
ing and invaluable bonds between the
leaders from both countries. Since its
creation in 1993, nearly 200 members
of Congress have met their Duma coun-
terparts.

Should the Russian government decide
they would like become a NATO mem-
ber, than the US should support its
entry into this stabilizing organization.

Removing Jacskon-Vanik as an outdat-
ed irritant from our relationship will
help foster a needed sense of normal
trade relations that has been greatly
hindered thanks to the provisions in
Jackson-Vanik.

| feel that if Russia can move toward
WTO membership, the trade benefits
will not only benefit the Russian people,
it will strengthen and solidify her mar-
ket economy.

The U.S.-Russian Information Exchange
center is an effort to establish a clear-
inghouse where private and public
interests could explore the kinds of
opportunities that exist in Russia.
Proponents of working more closely
with Russia can promote the benefits of
cooperation all day long. However,
unless we provide an avenue for them
to identify these linkages, litle can
be accomplished without the
proper information.




POST COLD WAR WORLD: DOWN WITH

THE CULT OF "KALASHNIKOV"

By Mikhail V. Margelov, Chairman, Foreign Affairs Committee
Council of Federation, Federal Assembly — The Parliament of Russia

Like our predecessors who established
the new world order after World War
I, we have a chance to create a new
and more reliable system of interna-
tional stability. The main reason for
that is the lesson we all have learned
from September 11: namely, that
international politics is not under the
exclusive jurisdiction of any one or a
few powers. The world is becoming
ever more open, more interrelated
and more interdependent. Violence
may no longer serve as the "midwife
of history."

Russia - United States

September 11 has left the politicians
and the military in Russia and
the United States precious litfle time
to get moving. Hardly six months have
passed  since  President  Bush
proclaimed that Russia and America
"were no longer enemies," but
circumstances have already made
us act as partners and even allies.
First and foremost, there is no contra-
diction between the fundamental
national interests of Russia and the
United States.

We have to admit that extremism,
which challenges mankind today, in
some sense is a by-product of the
head-on military, political and ideo-
logical confrontation between the
United States and the USSR. Today the
same forces that were formerly mere
pawns in the global chess game are
trying to force their way into prize
positions. The genie is out of the bot-
tle. Both Russia and the United States
must bear primary and joint responsi-

bility for getting the better of it.

Our actions in Chechnya have often
been bitterly criticized in the West.
One of the more common grievances
is this: If you claim to be fighting ter-
rorists, then why do you have to use
heavily armed army units, rather than
smaller special forces teams, which
could be capturing field commanders?
Our answer to that was that present-
day terrorists were armed very differ-
ently from the early 20th century
"bombists" or even the "Red
Brigades." After September 11, the
world was forced to admit it was fac-
ing an entirely new form of terrorism.
The operation launched by the antiter-
rorist coalition was but another proof
that to combat this evil requires the
most drastic action.

A common threat made both the
Russians and the Americans recog-
nize that they were in the same boat.
Meanwhile, our bilateral relations still
remain burdened by all sorts of limita-
tions, mainly from the American side.

In particular, the Jackson-Vanik
Amendment, though nominally no
longer in force, has not in fact been
repealed even now. The negotiations
on Russia’s accession to the WTO
remain difficult, and Russian compa-
nies continue to suffer discriminatory
treatment. This is most strikingly exem-
plified by the protective duties on steel
products recently introduced by the
American authorities, which have
heavily affected Russian and other
European interests.

It is common knowledge that the only

explanation for this step was the
American administration’s desire to

help out its own steel industry. The
European countries, naturally, resort-
ed to judicial procedures, but Russia,
not being a WTO member, has virtu-
ally no way to counter this kind of pro-
tectionism. However, when Russia
imposed measures in response fo
breaches of sanitary rules by
American poultry imports, the reac-
tion in the United States was manifest-
ly inadequate. Certain American offi-
cials followed through with statements
to the effect that, unless Russia abol-
ished the restrictions, Washington
would not support Russia’s accession

to the WTO.

It would be unfair if | failed to mention
the changes for the better in the legal
and treaty basis for our bilateral eco-
nomic relations initiated by the
American side. Since the passing in
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1993 of the Friendship with Russia
and Other Newly Independent States
Act, the United States has revised over
70 legislative acts that were of a dis-
criminatory nature. They have extend-
ed the General System of Trade
Preferences to cover Russia, which
resulted in the exemption from duty of
the larger part of our exports to the
American market. An essential role
was also played by the convention for
the avoidance of double taxation on
income and capital, which came into
force in 1994. All these, however are
a few happy exceptions against the
larger background of restrictions
remaining in force.

Trade and economic sanctions repre-
sent one of the fundamental instru-
ments of the U.S. foreign policy, posi-
tioned between direct coercion by
force and conventional diplomatic
procedures. The American legislation
providing for these sanctions is of a
universal nature; that is to say, it isn’t
directed exclusively against Russia. It
is not unreasonable however to ques-
tion the manner of its enforcement, i.e.
whether the sanctions imposed
against us are sufficiently well-
grounded in ferms of the American
legislation itself.

Discrimination results, inter alia, from
an essential mismatch between the
American regulations regarding sanc-
tions and the practices of their appli-
cation. Besides, many of the U.S. laws
that are of concern to us still bear a
fairly worn, yet quite discernible,
stamp of the Cold War. This stamp has
not been definitively removed even by
the drastic steps to bring our coun-
tries’ positions closer together after the
events of September 11. We have
clearly felt that in the course of
activities within the Joint Working
Group of the U.S. Senate and the
Federation Council.

All this testifies to the fact that our
relations are still a far cry from a true
partnership and permanently require
interference at the topmost level.
Without it, alas, everything gets
bogged down in the bureaucratic
quagmire. A partnership should be
like a dance. Where there is harmony,
everything works. But if you keep
stepping on your partner’s foes, you
need not expect much enthusiasm or
appreciation. Besides, a dance like
this wouldn’t be nice to watch.

Not so long ago, almost all files on
our relations with the United States
were stored in the folder marked
"security and disarmament." Today,
its no longer so. Yet, having recog-
nized that we were no longer enemies
we, the Russians and the Americans,
have so far failed to do something that
is most crucial for the relations
between our two countries. We have
not laid the foundation that could and
should underlie the relationship
between partners, namely, the
foundation of essential mutual
economic interest.

Everybody still remembers President
George W. Bush’s address to the
nation, in which he pronounced his
notorious definition of the "axis of
evil." In that important political state-
ment, Russia was named among
America’s dllies in the global coalition
against terrorism, but that was in the
U.S. President’s address. On the lists
of the U.S. Department of the Treasury
Bureau of Alcohol, Tobacco and
Firearms, we remain side by side with
representatives of the same "axis."

Russia - Europe

Europe has endured the American
tragedy as if it were its own. Russia’s
unequivocal support has lent a new
dimension to the Atlantic solidarity.
This course of events was only natural.
A lot was said to the effect that a

common enemy (in this case, the
international terrorist) had reunited
the civilized part of mankind. Let's
hope that this will allow us dll to step
on the road towards adapting the
international relations to the realities

of the post-Cold War world.

There is no doubt that in the foresee-
able future NATO will remain the back-
bone of the Europeans’ defense poli-
cies, and the United States will retain its
position as the political and economic
leader of the Western world. At the
same time, Europe ought to take due
account of how much Russia has
changed over the past years.

Our goal is to achieve full-fledged
participation in all those mechanisms,

which truly affect the security policies
on the continent. Given Russia’s mili-
tary and political potential, this desire
is only natural. The Russia-EU Summit
in Brussels has declared as a strategic
goal the need to form a single eco-
nomic space, including Russia. This
space however is unthinkable outside
of a single security space.

Integration processes in Europe are of
an objective nature. For us this has
long been axiomatic. However, we
would like to see due account of
Russia’s inferests in these processes
become equally axiomatic for the EU.
What | mean, certainly, is the issue
of Kaliningrad.




Over the past few years, this has
become a separate issue in our rela-
tions with the EU. Here we face a tight
knot of energy, transportation, ecolog-
ical and humanitarian problems.

European integration has been
accompanied by changes in the trans-
portation map of Europe. We are con-
vinced that Kaliningrad should remain
part of this map. Constructing alterna-
tive routing is impractical and con-
trary to the very idea of integration.
Today, Kaliningrad has no means
to construct highways and trunk-
railways. What it has, however,
is manpower.

Very soon we will see the issue of visa
requirements for the citizens of
Kaliningrad acquire the proportions
of a major problem. It would seem
that President Vladimir Putin’s recent
proposal for a visa-free regime
between Russia and the EU is com-
pletely in line with the world redlities

after September 11.

Kaliningrad is only a small territory,
but it represents a crucially important
bridge between Russia and Europe.
Our common task is to promote
harmonious development of this
region and its intensive economic
growth through joint efforts. The
building of a united Europe should not
take place to the detriment of any one
of its parts. This is the main point and

7

the object of the dialogue between
Russia and Europe.

Russia - Afghanistan

Longstanding instability in
Afghanistan has hampered the devel-
opment of the entire Central Asian
region. Afghanistan holds a strategi-
cally important position in terms of the
potential access of its energy
resource-rich neighbors, such as
Turkmenistan and Uzbekistan, to inter-
national markets. However, unending
confiicts have canceied aii prospects
for the construction of the necessary
transport facilities in the area each
time. Instead of promoting its econom-
ic development, Afghanistan’s key
position has time and again caused it
to be drawn into one or another
"great game." In the 18th century,
that was the game between the British
and the Russian empires. By the end
of the 20th century, the country
became the scene of an all but open
confrontation between the USSR and
the United States. This resulted in
destruction of the country’s economic
potential and mass pauperization,
which were accompanied by an
upsurge of extremism, thus gradually
turning Afghanistan into a land
of lawlessness.

It is obvious that any plans for energy
resources sent through the ferritory of
Afghanistan are contingent on sus-
tainable peace in this country.
Everybody would stand to profit from
it: the Afghans, who would get new
jobs and a steady source of revenue to
the national treasury, which is virtual-
ly empty at present; the Central Asian
states, which need to increase their
export capacity to assure further
development; Russia, which is interest-
ed in stabilizing the region adjacent to
its southern borders; and the United
States, aspiring fo safeguard its inter-
ests in the area. Today, the internation-
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al community has a realistic chance of
learning a lesson from the past.

Russia - Middle East

Since early this year, escalation of vio-
lence in the Middle East has reached
the limit. Unfortunately, the only infer-
ence from this was the recognition of
Israelis’ and Palestinians’ inability to
sit down at the negotiating table with-
out pressure from outside.

The U.S. administration continues its
preparation for military action against
iraq and is anxious for a degree of
freedom to maneuver in the region,
which is only possible if key Arab
states remain at least neutral.
Naturally, the co-sponsors of peaceful
settlement may and should support
any initiatives aimed at the cessation
of violence in the region. That's the
very essence of their activities. And
that'’s what Russia is actually doing, as
well as the UN and the EU. However,
the co-sponsors should not allow the
new initiatives and mediation missions
to be used merely for camouflage.
One of the main conclusions for our
foreign policy drawn from our experi-
ence in recent years is that Russia may
not profit from any confrontation.
Where formerly we wouldn't exclude
resorting to force, today we strive to
actively rely on negotiations and to
seek concurrent inferests.

In its foreign policy, Russia is getting
rid of all remnants of great power
ambitions and illusions of self-suffi-
ciency, which were inherited from the
former USSR. What contributes to this
process is the clear formulation of
long-term goals for the country’s
development and our aspiration to
make its economy competitive and
equal to the challenges of the 21st
century. Therefore, the fine gesture is
being replaced by a pragmatic
approach and an unwavering protec-
tion of national interests.



Mr. Warlick, could you please tell
us about yourself. How and when
did you develop an interest
in Russia?

| first visited Russia in 1973 on a

student exchange as a guest of the

then-Soviet Government. The histo-
ry and politics of the country have
fascinated me ever since, and now
as a diplomat | have the privilege to
live and work here. In 1973, the
idea that years later | would work
with Russian businessmen, tour
companies, and government offices
to facilitate travel to the United
States and encourage greater con-
tact between our two countries is
unbelievable. Even since 1991,
it is remarkable how democracy
and free market princip|es have

taken hold.

Two years ago, | also had the
opportunity to live with a Russian
family in Tver. It was then that |
understood how much Russians
and Americans share common val-
ves. This makes it particularly

INTERVIEW WITH JAMES B. WARLICK

CONSUL GENERAL

U.S. EMBASSY IN MOSCOW

imporfant fo increase business ties,
encourage tourism, and promote
educational exchanges. As I've said
so offen to Russians throughout the
country, the United States and Russia
are weaving a beautiful and intricate
quilt of relations, which will be impor-
tant for years to come.

Our primary function in Moscow is to
provide services o American citizens
who live or who are traveling in
Russia. Our consular officers are spe-
cially trained to assist Americans in a
variety of situations. We help
Americans obtain legal assistance
when they find themselves in trouble
with the police, or help them locate a
doctor or contact loved ones back
home in the case of a medical emer-
gency. Our officers also assist U.S.
travelers with other problems to the
extent of our abilities. We also pro-
vide services such as replacing pass-
ports and assisting with voter regis-
tration for U.S. elections.

Our second function is processing
immigrant visas for those Russians
and others who are eligible to reside
permanently in the United States.
These visa applicants have been
sponsored by a close relative, or in
some cases by a U.S. company. Once
the Immigration and Naturalization
Service in the U.S. has approved the
sponsor's petition, we are informed

and begin the visa process here.
After our processing is complete,
applicants are scheduled for immi-
grant visa inferviews with consular
officers.

An important part of our immigrant
visa work is granting an ever grow-
ing number of visas to Russian
orphans adopted by American fami-
lies. We issue more than 5,000
orphan visas every year. This pro-
gram allows families to adopt chil-
dren who would otherwise likely
spend their entire childhood in
orphanages.

We also issue non-immigrant tourist
and business visas to those Russians
who seek to visit the United States
temporarily for business or pleasure.
This includes students, scholars, and
exchange visitors, as well as long-
term workers visas. Applying for a
visa is as simple as visiting one of our
application acceptance points, filling
out a few forms, and sending in your
passport and fee payment. A con-
sular officer will review the applica-
tion and defermine whether an inter-
view is necessary.

That's simply not the case. More than




three-quarters of all who apply for
non-immigrant visas at our Embassy
receive them. While we carefully
screen out security concerns and
those applicants who intend to immi-
grate, we issue visas to legitimate
travelers who wish to visit our coun-
try. Nobody should delay submitting
an application because they think that
we are refusing all visa applications
— the redlity is that three out four
who apply receive visas.

There are many myths about the visa
process. Let me say that all applica-
tions are considered individually.
Under our visa laws, applicants them-
selves must prove their qualifications
for tourist visas. They must show the
consular officer that they have suffi-
cient resources to make the trip and
will return to Russia afterwards. They
must also show the officer what they
intend to do in the United States. We
cannot accept the guarantees or
assurances of third parties that a visa
applicant is qualified. In determining
whether an applicant is qualified to
receive a visa, consular officers look
at many factors, including social and
family ties, employment history, and
the applicant's pattern of travel out-
side of Russia. We issue visas to those
applicants who we expect will return
to Russia following a brief trip to the
United States.

How did September 11 affect
Moscow Consulate operations?

Following the events of September
11, we carefully evaluated our securi-
ty situation and made a number of
chonges to our procedures. We tem-
porarily relocated our operations to
different buildings while we assessed
our security situation. Naturally this
posed significant challenges and dis-
ruptions, however we were able to

resume issuing visas the day affer our
move. Our processing operations
have been running at full capacity
and we are looking at ways to further
enhance our productivity. | am espe-
cially proud of the efforts that my
staff made to ensure that we could
continue our operations under such
circumstances.

We also have introduced a number
of new application forms for certain
types of visas. All male applicants
between the ages of 16 and 45 are
now required fo fill out an additional
form, as are all applicants for student
and exchange visitor visas. These
forms are a tool to help us better
screen out those applicants who
should not receive visas.

Have September 11 attacks slowed
down a tourist flow from Russia into

the U.S.2

Initially after September 11 we did
experience a decline in the number
of applications, however the volume
of applications resumed by early
2002. We expect to see an increas-
ing number of Russian travelers fo the
U.S. in years to come.

What are the travelers dynamics?
Are there any special services avail-
able to expedite business visas?

Let me emphasize that security con-
cerns remain paramount in visa pro-
cessing. Given these concerns, we
have taken steps to make the visa
process as simple as possible. Any
traveler can submit an application to
us using selected FedEx offices locat-
ed in Russia. We review the applica-
tion, and invite applicants for an
interview when needed. When visas
are ready, they are sent back to the
applicants by FedEx. This process
minimizes the number of trips to the
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Some of the inquiries we received
were related to difficulties in obtain-
ing information about visa proce-
dures or visa status over the tele-
phone. Which communication vehi-
cles are most efficient? Are there any
fee-based services your Consulate
offers to expedite communication?
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Please understand that visa process-
ing regulations severely restrict the
amount of information that we may
release to others regarding visa
applications.

We want to encourage travel
between the United States and
Russia. Both our countries have so
much to offer to tourists, business-
men, and students that we should
welcome greater interchange. In
May, Presidents Bush and Putin made
a commitment fo greater peop|e-to-

The legal and tax environment for
leasing in Russia was greatly
improved with the enactment of
amendments to the Russian leasing
law in January 2002. These amend-
ments have removed
inconsistencies between the former

numerous

version of the leasing law and other
Russian laws applicable to cross bor-
der and domestic leasing in Russia.
The requirement for a license to be
obtained for a leasing company to
engage in cross border leasing was
also removed.

Several vendor-controlled, captive

people exchange and its immediate
consequence was that we reduced
the price of student visas on a recip-
rocal basis from $495 to $65. In the
interest of partnership and friend-
ship, we look forward to an increas-
ing level of travel between the U.S.
and Russia.

| can also predict that we will likely
see an increase in the number of
security procedures in order to help
us ensure that only qualified appli-
cants are granted visas and allowed
to enter our country. Some of these
procedures will be invisible to appli-

leasing companies and foreign banks
have created wholly-owned leasing
operations in Russia during 2002,
and several more domestic leasing
companies are being formed at the
present time. Significant new bench-
mark leasing transactions have been
accomplished by Russian leasing
companies. A leading Russian leas-
ing company has twice successfully
issued bonds for approximately US
$20 million worth of rubles on the
domestic Russian capital market
to finance the sale of, largely,
foreign equipment.

cants, while others such as new appli-
cation forms, will be more obvious.
At the same time, Americans are
keenly aware that we live in a global
economy that is dependent upon
travel in order to facilitate business.
We will continue to process visa
applications with an eye toward
security and an understanding that
there are many legitimate travelers
who would like to visit our country.

The Legal Framework
For Leasing In Russia

By Derek A. Bloom , Partner in Coudert Brothers' Russia
and Central Asia Practice Group

Equipment vendors in Russia are
reporting that, in 2002, there is new
commercial pressure from their cus-
tomers, for the first time, for lease
financing to be provided. The lower-
ing of individual and corporate taxes
in Russia under the Putin administra-
tion is causing Russian companies to
choose to operate in a fransparent,
tax-paying manner. A new premium
is being placed on legitimate tax sav-
ings that may be obtained through
leasing transactions.

In this environment, attention is turn-
ing, once again, to the issue of how




to address Russia's need for extensive
capital investment in many industries
through lease financing. Russia con-
tinves to present a significant market
for all types of equipment, including
trucks, buses, agricultural equipment,
telecommunications equipment, man-
ufacturing equipment, oil field equip-
ment, computers, ATMs and aircraft.

Planning Points for Cross Border
Leasing Transactions

A leasing license is no longer
required by either party for cross
border leasing fo a Russian lessee.
The principal legal issues that need to
be analyzed in the context of cross
border leasing concern
currency licensing or establishment
that a particular transaction s
exempt from this requirement, cus-
toms clearance, and planning for
payment of import VAT, Customs
issues are among the most significant
practical issues for leasing foreign
made equipment info Russia. Indirect
taxation of leases, i.e., VAT, continues
to be very costly, and cross-border
leasing continues to be impeded by

Russian VAT.

More importantly than these legal
and tax concerns, however, may be
that foreign equipment manufacturers
are manifesting dissatisfaction with
cross border leasing services. This is
particularly the case when a foreign
lessor shifts many risks inherent in a
cross border transaction to the for-
eign equipment manufacturer by
means of guarantees and buy-back
arrangements, causing  foreign
equipment manufacturers to question
the value provided by cross-
border lessors.

Planning Points for Domestic
Leasing Transactions

A captive leasing company in Russia

offers a favorable resolution of sev-
eral of the regulatory issues that
impede cross border leasing enu-
merated above. In such transactions,
the lessee would make Ruble denom-
inated payments to the captive leas-
ing company in Russia. The amount
of rubles to be paid would be
indexed to equal the equivalent in
dollars, or Euros, of the scheduled
lease payment. Certain new currency
issues are arising in the financing of
Russian leasing companies as the
Euro is rising in value relative to dol-
lars and Euros. In the case of a
domestic leasing company, import
VAT would not remain as a potential-
ly unrecoverable expense. The cap-
tive Russian leasing company could
verify that customs declarations are
made out properly and import duties
have been properly paid, thus avoid-
ing a host of prob|ems that p|ogue
cross-border leases.

Tax Planning for Leasing
Transactions

The primary tax planning point
about leasing transactions in Russia
is that leasing payments are
deductible in full by a lessee. Lease
expenses are fully included in the
cost of production of goods, i.e., fully
deductible for profits tax purposes.
Further, equipment subject to a
finance lease may be depreciated up
to three times faster than is otherwise
allowed. See Article 259(7) of the
Tax Code, as amended as of January
1, 2002.

The Civil Code, and the
Leasing Law

As of early June 2002, there have
been no changes to those provisions
of the Civil Code of the Russian
Federation, Articles 606-670 that

govern rentals in general, and
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Articles 665-670 which govern leas-
ing in particular. The Russian Leasing
Law was, however, significantly
amended as of January 29, 2002,
and amendments came into effect on
February 2, 2002.

Repossession of
Leased Property

As in other jurisdictions, leasing
offers the fundamental advantage, as
compared to lending  funds
to purchase an asset and taking
a pledge of the purchased asset, that
the lessor retains ownership of the
asset involved and may repossess
leased property. In contrast, if
the delivery of equipment is financed
by a loan and a pledge of
the equipment, in the event of a
default, the pledged equipment must
generally be sold at auction affer
court proceedings.

Conclusion

Leasing should prove to be a grow-
ing, flexible and promising means of
financing the acquisition of many
types of equipment needed by
Russian industry. Foreign leasing
companies and banks should have
certain compelling advantages over
their Russian competitors due to their
experience with such transactions
and access to relatively inexpensive
sources of capital. However, Russian
leasing companies would welcome
joint lease/sub-lease transactions in
which they would assume responsi-
bility for all activities in Russia, and
provide guarantees of lease repay-
ments fo a Foreign partner.

Derek A. Bloom is a partner in
Coudert Brothers' Russia and Central
Asia Practice Group
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Established in 1992, ITERA has
transformed from a commodities
trader into a major independent
gas producer and supplier in the
CIS. Approximately 80 percent of
ITERA's business is in the produc-
tion, transportation and marketing
of natural gas. The ITERA group
comprises more than 130 compa-
nies engaged in energy, metal,
construction, chemical and other
sectors of the economy in Russia,
the CIS and the Baltic states, the
United States, the Netherlands,
and Switzerland. ITERA has busi-
ness inferests in 24 countries and
employs more than 8,000 people.

During his recent visit to the United
States, ITERA Board Chairman
Igor Makarov met with Business
Report's correspondent Kathy Lang
for an exclusive inferview.

SPOTLIGHT ON ITERA

Interview with Igor V. MAKAROV
Chairman, ITERA Oil and Gas Company

We strive for ITERA to hold a leading
position among energy companies of
the world and increase its potential
and magnitude of the business from
year fo year.

ITERA's initial business activity was
shipping  food  items  from
Jacksonville, Fla., to Turkmenistan.
Over time, we were successful in
developing agreements with the
Turkmen government to export that
country’s natural gas to CIS markets.
We signed a contract with Gazprom,
agreeing to a payment structure for
use of their pipelines.

The agreements were win-win for all
parties, as Turkmenistan needed a
market to export its natural gas,
Gazprom preferred to sell its natural
gas to more profitable markets in
Europe and the CIS region was in
need of a reliable energy source.
ITERA was able to fulfill the region’s
needs and provide energy security at
a critical period of economic and
political development.

| am proud to say that ITERA signifi-
cantly contributed to the development
of a profitable natural gas market in
the CIS region. ITERA now exports
80 billion cubic meters of natural
gas, with 30 billion cubic meters of
our own production. ITERA's proven

natural-gas reserves are estimated at
2.2 trillion cubic meters. Our busi-
ness extends from the United States to
Eurasia and currently, we are pursu-
ing promising energy projects in
South America.

There is no secret to our business suc-
cess. It can be aftributed to the eco-
nomic changes of the post-Soviet
area and the bredk-up of the Soviet
Union. At that time, because of high
political risks and an unstable eco-
nomic situation in the CIS region, the
world’s largest energy companies did
not risk entering this market. A
demand for non-polluting fuel was
constantly growing. We have taken
certain chances, and the result proves
it was justified. At a time when others
just monitored development of the sit-
uation, we worked hard to develop
the market from the inside. It is my
belief that the competence and hard
work of ITERA managers laid the
foundation  for
business. | am grateful to them for

success in  our

their efforts.

Through a sophisticated and highly
developed barter structure, ITERA
managed to solve a number of hard-
currency problems characteristic of
these countries. We managed to
arrange profitable business in strug-
gling markets. It is ITERA’s "know-
how," if I may say so.

Because customers had no money to




pay for the natural gas, we accepted
goods they were producing as pay-
ment. We would sell these goods in
other countries to turn a profit. In the
process, we did not dictate our con-
ditions to our gas buyers, but rather
found mutually agreeable alternative
methods of payment.

As a result, enterprises that consumed
our natural gas could continue oper-
ation and increase their production.
Over time, payment for our natural
gas was returned in hard currency,
and now payments are made entire|y
in cash. This approach to consumers
of our natural gas has enabled ITERA
to build strong positive relations with
thousands of enterprises and political
leaders across the region. Given the
experience and authority of ITERA in
post-Soviet states, we are an ideal
partner for foreign companies that
wish to enter these countries’ markets.

We are in the process of creating a
new holding company. It will be
based on the industrial assets and the
marketing entities of ITERA and
Novafininvest. This process is natural
for the two companies because we
have been implementing joint pro-
jects in production and marketing of
natural gas over the past five years.
United, we will be able to work in the
market more efficiently. The merger
results in a creation of an energy
company that will produce and trans-
port natural gas, gas condensate and
oil. We will process the raw materials
and market products. Additionally,
we will carry out projects related
to the production and marketing
of electricity.

As | previously mentioned, our
reserves of hydrocarbon raw materi-
als are 2.2 trillion cubic meters of
gas, with 110.5 million tons of gas

condensate and 94 million tons of oil.
The volume of production makes the
new holding, ITERA Oil and Gas
Company, the second largest compa-
ny after Gazprom in terms of gas
reserves, and the largest one among
private companies that operate in the
post-Soviet area. The company will
cooperate with Gazprom, as well as
with other energy producers. We
have joint ventures with Lukoil in
Uzbekistan, Rosneft in Afghanistan
and a new venture with Thilgazi in
Georgia, fo name a few.

We have discussed with the heads of
these countries long-term projects
that ITERA might carry out in South
America. We spoke primarily about
the energy sector, with the possibility
of developing trade. We have solicit-
ed the services of a representative
in Uruguay to assist us in develo-
ping our business throughout
Latin America.

We are very pleased with the
strengthening of relations between
the U.S. and Russia. In our view, this
creates additional opportunities and
security for everyone. | believe ITERA
is a unique company. Our roofs are
strong in both countries. As a com-
mercial entity, we proudly function as
a bridge of friendship between our
nations. We have closely monitored
the past meetings between President
Bush and President Putin and hope
that future summits will lead to even
greater cooperation and success.
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We were honored to welcome such
important guests from the United
States in our Moscow office. The U.S.
congressional delegation wanted to
become betfter acquainted with
ITERA, our activities and plans for the
future. We spoke about our inferest in
U.S. energy partners and utilizing
U.S. energy technologies, and dis-
cussed the new holding, ITERA Oil
and Gas Company, in great detail.

We welcome dialogue on mutual
endeavors. | want to take this oppor-
tunity fo invite American companies
to participate in joint projects with
ITERA. We are ready to guarantee
that ITERA is prepared to offer mutu-
ally beneficial conditions for cooper-
ation. We have the markets and abil-
ity to bring U.S. energy partners into
the CIS natural gas industry. We
would also like to use the latest
American technologies for produc-
tion and processing of hydrocarbons.

The U.S. market is certainly of a keen
interest to us. We have recently
completed our new Jacksonville-U.S.
headquarters. The ITERA building is
four stories and 60,000 square feet.
This building represents one of many
we plan on developing in
North Florida.

ITERA already has business activity in
the United States. This year, we
acquired a percentage of a fertilizer
plant and a jet-chartering service in
Florida. There are other businesses
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we are examining for possible invest-
ment, and are always interested in
new business opportunities in the
United States.

We've seen some media allegations
about ITERA's business practices. Any
comments¢

| would like to emphasize that ITERA
is doing business in accordance with
the laws of the countries where we
operate. This has been confirmed by
independent reviews conducted by
competent authorities in many coun-
tries, including the United States and
Russia. There are no claims against
ITERA. This was further acknowl-
edged by a due diligence report con-
ducted by a prominent U.S. compa-
ny, Strang and Hayes. A press
release was even issued by the com-
pany confirming that ITERA and its
leadership operate legally.

We are pleased that contrary to
groundless allegations, many inde-
pendent experts outside our organi-

Arman, Ltd.

zation are publicly acknowledging
that ITERA is a legal and ethical com-
pany. We hope the media will focus
on the truth and report accurate
information about ITERA.

Does ITERA plan to become more
transparente

We are interested in the possibility of
going public. We understand that
openness and transparency are the
necessary conditions for entering
stock markets. We are going fo meet
these conditions in full. Our current
and future partners, as well as the
public, will have relevant information
about the structure of ITERA Oil and
Gas Company’s share capital and its
financial reports in accordance with
the world standards. This will happen
in the near future.

Does ITERA engage in any communi-
ty work?

We are active in fulfilling projects of
social significance by providing
financial support to science, educa-

tion, public-health services, culture,
family-oriented charities and athlet-
ics. Our enterprises use advanced
technologies that ensure high level of
safety and preservation of the envi-
ronment. We take pride in operating
ethically and morally as a good cor-
porate citizen, and help those in need
around the world.

Finally, would you like to say

anything else to our readers on
ITERA's behalf2

We are particularly interested in
meeting with U.S. companies to dis-
cuss joint venture opportunities in oil
and gas. | would like to thank you for
your interest in ITERA and welcome
the media to learn more about our
business activities and charitable
contributions.

We have had a successful 10-year
history, and are confident in our
future success. In conclusion, | wish
your readers peace and prosperity.




By Helen Teplitskaia

We obviously live in a different world
than twenty-eight years ago, when
Congress enacted the Jackson-Vanik
Amendment to the Trade Act of
1974. The aim of this amendment
was to use trade restrictions to pres-
sure the Soviet Union, the People's
Republic of China and other commu-
nist nations to relax their emigration
laws. Though Russia is no longer
and has for years
complied with emigration require-
ments, it is still subject to a humiliat-
ing annual review of its trade status
under this Cold War relic. It is past
time to rescind Jackson-Vanik with
respect to Russia and grant the
country "permanent normal trade
relations status" (PNTR).

Senate bill S. 1861, introduced by
Senator Richard Lugar (R-Ind.) finds
that Russia “is in full compliance with
the freedom of emigration require-
ments under Title IV of the Trade Act
of 1974 since 1994.” Jewish emi-
grants, who were intended to be the
primary beneficiary of the amend-
ment, have been freely emigrating
for more than a decade. There are
no more "refusniks." Other former
Soviet states, such as Georgia and
Kyrgyzstan, have already been
awarded PNTR. Even Communist
China, with serious ongoing human
rights violations, has been granted
PNTR. Jewish organizations in the

communist

United States, including the National
Conference on Soviet Jewry (NCS)J),
which comprises 50 national groups
and more than 300 local organiza-
tions, urge Russia’s graduation from
Jackson-Vanik. Jewish organizations
in Russia have similarly advocated
graduation and express dismay that
an obsolete cause continues to
be used to constrict trade between
the two nations and harm U.S.-
Russian relations. They wish for
Russia to be free of the Jackson-
Vanik World
Congress of Russian Jewry, repre-
senting 22 countries, also advocates
graduation and states that Jackson-
Vanik now hurts its cause.

restriction.  The

There are also strong economic and
commercial reasons for the change.
Despite worldwide recession, the
Russian economy has averaged
6 percent growth over the last three
years and is positioned to make huge
investments  in  manufacturing,
telecommunications, health services
and transportation over the next
several years. Repealing Jackson-
Vanik will encourage numerous
American companies to export capi-
tal goods and technology and make
financial investments in the new
Russia. It will also help diversify the
U.S. energy supply. Access to
Russian petroleum and natural gas is
becoming crucial to the United States
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Jackson-Vanik: Confronting an
Issue That No Longer Exists

ARCCI President Helen Teplitskaia
briefs the Foreign Affairs Committee
of the Russian Federation Council on
the Jackson-Vanik issue; Russian
American Business Council (RABC)
Executive Director Dmitri Yakushkin
sits at her right.

in |ight of g|ob0| events, pdrticu|cr|y

in the Middle East.

Presidents Bush and Putin held a sum-
mit in May to strengthen the alliance
and  promote
between the two countries. The recent
stumbling block to promoting Russia's
trade status — the infamous “chicken
issue”— has been resolved. The next

enhanced trade

logical step is to lift the annual review,
graduate Russia from Jackson-Vanik
and promote the country to full
PNTR status. This will bring U.S. trade
policy on Russia up to date
in a world that has changed drasti-
cally since Jackson-Vanik was
originally enacted.

Visit the ARCCI website at www.arcci.org Spotlight section for information about
the Russian Government’s Long-term Economic Development Program.



In April 2001, a
New York banker
and financier,
Boris Jordan, was
appointed CEO
of Russia’s only
national private
television chan-
nel, NTV. It was a
controversial appointment given the
history of the channel and its opposi-
tion to the government of President
Vladimir Putin. At the time NTV was
facing bankruptcy and the interna-
tional media criticized any change in
management as an attack on free-
dom of speech. Today, NTV is oper-
ating at a profit and most of the crit-
ics are silent. As he visited the United
States recently, ARCCI President
Helen Teplitskaia spoke with Jordan
and asked him how he was coping
with the media business in Russia.

A. It's been a very sharp learning
curve. Looking back, | really don't
know if | would have occepted the
position had | known then how diffi-
cult the task we faced was. Bear in
mind that we had almost no pro-
gramming to speak of when the new
management team started work in
April last year. Much of our archive
had disappeared and films, serials
and some of the channel’s most pop-
ular stars were lost to competing
channels. Fifty percent of the news-
room walked out. We were also in
debt to the tune of $130 million. It's
hardly surprising that our ratings
dropped to their lowest point two
months affer we joined - we had

almost nothing to show. | think it is a
great credit to both the management
team | installed and the creative team
we work with, both in news and pro-
gramming, that we are now in such a
strong position. We still have a long
way to go, but today our ratings are
comparable to the highest the chan-
nel has ever achieved and we oper-
ate as a profitable company for the
first time since NTV was founded
some eight years ago.

A. | came to the Russian television
industry as a businessman and |
remain a businessman. The only way
for NTV to enjoy true independence
from any financial or political pres-
sure in this country is for the compa-
ny to operate as a viable business,
and so the first thing | did was get the
business in order. We first set about
restructuring the company’s heavy
debt and dealing with suppliers to
secure programming. At the same
time, we started work on building our
own team of producers, correspon-
dents and presenters to restore life to
the channel. In spite of the difficulties,
NTV has been given a new, stronger
image with a host of new programs
and an improved news and current
affairs service.

A. The takeover was a very difficult
time both professionally and person-
ally. In addition to the restructuring of
a complicated business that was on

NTV TURNS PROFIT, CLAIMS INDEPENDENCE

Interview with Boris Jordan - CEO, NTV and Gazprom-Media

ition on main-
. The fact is
e lost its inde-

its knees, | stake

taining NTV's ing
the channel had |
pendence by the ime™ arrived precisely
because if was never run as a business. s
founding management is the first to admit
that the channel won huge concessions
from the rities because it was pre-
pared fo support the government when it
was first'set up. Don't forget NIV was
given @ billion dollars ingfunding from
Gazprom, a state-controlled company,
following the channel’s shameless support
of Boris Yeltsin's campaign for re-election
to the Russian_ Presidency in 1996. The
then CEO of was a key member of

the campaign tefim and correspondents at

the channéliwrote speeches for the presi-
dent. It was oplgwhegithe channel started
to default o"its_accumulated debt that
NTV’s directors started crying foul on
freedom-of-speech issues. When | accept-
ed the position of CEO at NTV, | made it
clear that | would resign if there were any
attempts to curb the editorial indepen-
dence of the channel. Today, as far as
NTV is concerned, that issue has all but
disappeared. Even the most skeptical.cor-
respondents are forced to admit; that NTV
today is a strong and independent voice
in the Russian media. Moreover, today,
that independence is secured by-@n edite-
rial charter and by the company’s finan-
cial profitability.

Q. What kind of. programming have
you implemented?

A. The fact is that news and current affairs
are central to the: NTV:-brand. | believe
that in Russia today,. if news bregks and
people want to find out what's going on,
they turn to NTV for both the latest events
and balanced reporting. I'm also pleased
to see that where the international media
are concerned, you'll find NTV quoted as
a primary source of information far more
than any other channel by the same
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media th
fo news.

vestioned our commitment

Q.4H8W much are you invelved in pro-
grammifig issuesg

A: | have a yery professional team of pro-
ducers and | leave almost all the pro-
gramming issues to them. | do, however,
have a business to run and | watch the rat-
ings very closely. |1 have to produce a
schedule that both retains the face and
concept of the channel and is at the same
time appealing to advertisers. In fact,
we're now more focused on attracting a
younger, more dynamic audience. If we
were simply looking to build numbers, we
would be far more focused on Russian
serials, blockbusters and reality TV — these
are the programs that drive numbers. We
do produce our own serials and we do
show blockbusters, but at our core we
have news and current affairs. Since we
took over the channel last year we have
introduced @ number of programs that'l
believe  are  truly groundbreaking.
"Namedni," {"Recently") prodiced and
presented by Leonid Parfyonay, is'the new
face of cutrent affairs for a new genera-
tion of Russians. It mixes hard news'and
analysis with material that has more pop-
ular appeal, filmeriticism and even a pro-
file of a fashion designer. The show is
opinionated and it has attitude, but'it's, not
the old menu of polifics, politics and more
politics that viewers were presented with
on Sunday nights. It-also-happens to be
the most popular current affdirs program
around. We've also:‘revamped - Savik
Shuster’s show, "Freedom of Speech," a
talk show where guests can see just how
credibly: they.performiin front of a live stu-
dio audience that votes-on the quality of
their comments in real time. The BBC has
expressed an - interest
the technology.

in. acquiring

Q. Dosjou get, &lls Afrom the Kremlin
regarding proffdmming on NTV?2

A. Of course we get calls. We broddcast
a strong mix of news and cuttent affairs
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and we offer fact and analysis. As a
national broadcaster, | think we have
a responsibility to report material that
is of genuine public interest. This
material may not always be palat-
able to the Russian government. | sus-
pect our continued reporting of
human-rights abuses in Chechnya is
a strong example of that. | have
made it clear that | shall stand by my
editorial team as long as they report
in a truthful and objective manner. At
the same time, we have a duty to
behave in a responsible manner with
regard to material that may be offen-
sive fo certain sections of society.
There are strict guidelines laid down
for this by the Ministry of Press and
Information. | think the authorities
recognize our professionalism and,
more importantly, our independence;
they generally only call when they
believe we have made a factual error.
The Kremlin press office may some-
times be upset with the tone or posi-
tion of our reporting, but as long as
we are neither wrong nor unduly
biased, they do not presume to cen-
sor our material.

A. That is a question you must
address to the government and to
Gazprom. Publicly, Gazprom has
stated that it intends to proceed with
the sale of its non-core businesses,
which include the media assets that
we currently manage at Gazprom-
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Media. There has already been an
independent evaluation of those
assets by international bankers
Kleinwort Dresden Wasserstein with
a view to the sale. It is true that if
Gazprom were to sell today, they
would be selling at a substantial loss,
considering their investment in the
business. It is also true that since my
appointment, the value of those
assets has increased considerably
and advertising revenues continue to
climb. It doesn’t make sense for
Gazprom to sell now if they are look-
ing to recoup their original invest-
ment. At the same time, it doesn’t
make sense for them to hold on to lll
of their media assets. In my opinion,
it would make sense for them to sell
some shares to a consortium of inter-
national investors with experience in
the media business. We need that
investment and that experience soon-
er rather than later.

A. | have always made clear my
intent to participate in a bid for the
assets as part of a consortium if the
terms are right. | think it is evident to
all involved that the current manage-
ment has achieved a great deal in a
very short amount of time. | think it
only right that management should
be offered an interest in the business
if they are expected to stay.

roduced

"Namedni" ("Recently”
and presented by Leonid Parfyonov,
is the new face of current affairs for
a new generation of Russians.
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Economic Development

and Business Opportunities

in Azerbaijan

His Excellency Hafiz M. Pashayev

Ambassador of the Republic of Azerbaijan

In 1992-1993, while the main issue
was the survival of Azerbaijan as a
sovereign nation, we at the same time
did our best to overcome crises and
stabilize the economic situation. This
work was challenged by the disrup-
tion of traditional economic ties and
division of labor, which existed in the
former Soviet Union, and by the lack
of internal stability in my country, as
well as by the ongoing Armenian
aggression and the plight of refugees
and displaced populations. It was at
the end of that period that the rate of
inflation reached its absolute high at
1600 percent. Production plummeted
in both industry and agriculture. In
with  the image of
Azerbaijan as an energy-producing
country, in 1993-94, we actually
imported energy.

confrast

Overcoming internal and external
obstacles, Azerbaijon managed to
sign its first contract in 1994 and
create a consortium of 12 companies
representing eight countries. Today,
the Azerbaijan International Ope-
rating Company (AIOC) has accom-
plished the early oil stage of develop-
ment and is producing about
130,000 barrels per day. The first
contract proved that the chosen
format of PSA (production sharing
agreements) created the best

conditions for foreign investors.

Under the leadership of President
Heydar Aliyev, Azerbaijan has pro-
gresseol c:|ong the poth of restructuring
the economy, using the energy sector
as both the driving force behind those
changes and the core of the newly
established market economy.

In a relatively short period of time, we
were able to put into operation two
pipelines (Novorossiysk and Supsa).
Now, we are facing construction of
the Main Export Pipeline, which will
lead from Baku through Thilisi to the
Turkish  Mediterranean  port  of
Ceyhan. The MEP will become one of
the components of an extensive infra-
structure to foster the economic devel-
opment of Azerbaijan and the entire
region, becoming a key element of
regional cooperation as well as an
instrument of ever-growing integra-
tion with the West.

The efforts of the Government of
Azerbaijan are aimed at utilizing the
petrodollars, via the Oil Fund (created
in January 2001), to change the bal-
ance in favor of the non-oil economy.

Azerbaijan will be a big gas, as well
as oil, producer. In terms of gas, we
are both exporters and a transit
country. By the year 2003, the pro-

F

duction rate will be 4 billion cubic
meters per year for export, and this
amount will grow another 5 billion-6
billion a year until the volume reach-
es 20 billion cubic meters.

In 2002, several projects are becom-
ing reality: the Azeri-Chirag-
Guneshli oilfield project; completion
of the MEP detailed-engineering
stage; and development of the Shah
Deniz gas field. And we dlready
have the trilateral agreement with
Turkey and Georgia to build a Baku-
Tbilisi-Erzerum  pipe to carry
Azerbaijan’s gas to the Turkish mar-
ket. The idea of further expanding my
country’s gas supplies to include
Greece and other European nations
has been explored. We'll be able to
sell up to 1.5 billion cubic meters of
gas to Greece by the year 2007.

In 1995-1996, Azerbaijan started its
privatization programs. Having com-
pleted privatizing land (with over 95
percent of land privatized and farm-
ers emerging as a social group), we
now have achieved production
growth of certain food articles by up
to 45 percent in the last five years,
and the share of food products has
declined in Azerbaijan’s imports,
reaching just 16 percent last year.

The August 1996 Land Reform Law




has created momentum for the revival
of the sector. This legislation paved
the way for transfer of land
ownership from the state to private
enterprises and established the rights
to sell, lease, inherit, and mortgage

the land.

After the privatization of the small
and medium state-owned businesses
(close to 100 percent privatized), we
are now successfully proceeding with
the privatization of larger enterprises.
Altogether, 24,000 small and over
1,500 medium and large enterprises
have been privatized.

Azerbaijan is closely working with
the EU (European Union), EBRD
(European Bank for Reconstruction
and Development) and other institu-
tions over projects like TRACECA
(Transport Europe,
Caucasus, Asia), restoration of the
ancient Silk Road, efc.

Corridor

Azerbaijan also started its program
of creating a new legal basis for the
economic transformation, updating,
and in many cases, adopting brand-
new pieces of legislation. Our ulti-
mate goal here is to create a similar
level of trust among foreign investors
in the non-energy sector as we did
for the oil companies through the
PSAs. Now we can proudly refer to
the new civil, tax and customs codes,
as well as a number of lesser acts,
which were passed in these years,
including the Law on Trade Marks
and Service Marks, Law on Protection
of Foreign Investments, Budget
Systems Law, Public Procurement
Law, and the recently adopted Law
on the Chamber of Accounts.

The stagnation tendency has been
reversed, and the economy started
growing steadily (9.9 percent GDP
growth in 2001, equaling $500

million). Overall GDP growth since
1996 is 55 percent, averaging over 9
percent a year. There also was con-
siderable growth of total investment,
as Azerbaijan has been looking
more and more promising to foreign
investors, with total foreign invest-
ments in the economy exceeding $7
billion in the last six years, including
$3 billion in the non-oil sector. It is
well known that in 1994-2000,
Azerbaijan received more foreign
direct investment per capita than any
other NIS country (in 1996-99 FDls
in Azerbaijani economy comprised
15 percent of all NIS FDI portfolios).

Continued  aftention  paid  to
economic restructuring is coming fo
fruition. Major structural reforms and
macroeconomic transformation have
been pursued to create a modern
structure of economy. The results are
obvious, with growth in key sectors
far exceeding the overall industry
growth figures. For example, with
average figures here being only 5.1
percent in 2001, growth in engineer-
ing was over 25 percent, and in con-
struction materials production almost
85 percent.

The April 25, 2002, meeting of
Azerbaijan's President with the
nation’s business people has become
yet another crucial point document-
ing my government's dedication to
promoting business development. The
President pledged his full support to
entrepreneurs, vowing to remove the
remaining bureaucratic obstacles to
their activity. The government of
Azerbaijan is going to revise existing
regulations and rules, paying special
attention fo further reduction of the num-
ber of areas of entrepreneurship requir-
ing licensing from the government.

Azerbaijan’s aspiration to fully
liberalize trade can be well served by
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our bid to join the World Trade
Organization. In March 2002, the
TDA (Trade
Agency) awarded my country a $1
million grant to assist with the WTO

and Development

accession.

In general, | am fu||y confident that in

my country’s case, its economic per-
formance will be one of the pillars
supporting its revival. We have done
our utmost fo achieve that, and, in my
opinion, succeeded in the most
crucial task — making the economic
transition irreversible.

* Excerpts from the address by
Ambassador Hafiz M. Pashayev at
the BISNIS (U.S. Department of
Commerce Business Information
Service for the Newly Independent
States) Ambassadors Roundtable
held on May 1, 20002, provided
courtesy of the Embassy of the
Republic of Azerbaijan in
Washington, D.C.
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ARCCI Networking

"America’s Mayor" Rudolph
W. Giuliani and ARCCI
president Helen Teplitskaia
at DMD Conference in
New York Club.

George A. Folsom, President of the
International Republican Institute (left),
ARCCI President Helen Tepltiskaia
and Boris Nemtsov, Chairman of the

Union of Right Forces (SPS).

ARCCI was invited to assist with
the visit of the Congressional
delegation to Russia led by
Congressman Weldon (R-Pa.)

For information on membership or advertising in the BUSINESS REPORT, please
contact the ARCCI at 200 World Trade Center, 1540 Merchandise Mart, Chicago, IL 60654

Tel: 312-494-6562, Fax: 312-467-0615 or

1101 Pennsylvania Avenue, NW, 6th Floor, Washington, DC 20004

Tel: 202-756-4943, Fax: 202-756-7323.

Visit our website www.arcci.org or email postmaster @arcci.org

Coudert Brothers

Since 1853, Coudert

Brothers has specialized in international

its founding in

commercial law practice. Through our net-
work of 30 offices in North America,
Europe, Asia and Australia, we represent
clients in their investment and commercial
transactions on a worldwide basis.We are a
truly multinational law firm dedicated to
providing legal advice on international busi-
ness transactions and dispute resolution in
all major business centers around the
world, and in all major financial centers we
have attorneys fully qualified to practice
both U.S. and local law.

For more than a century, Coudert Brothers
has been a pioneer in the establishment of
law offices throughout the world. Our first
non-U.S. office was opened in Paris in 1879,

and our first Asian office was established in
the Philippines in the early 1900's. Coudert
Brothers was the first foreign law firm
to establish an office in Hong Kong (1972),
Singapore (1972), Beijing (1979) and
Moscow (1988).

In North America, we have more than 235
lawyers in offices in New York, Washington,
Los Angeles, Palo Alto, San Francisco, San Jose,
Denver and Montreal.We also have an associ-
ation in Mexico City with the law firm of Rios
Ferrer y Guillen-Llarena, S.C.

Our international commitment began with
the opening of our Paris office in 1879, and
we now have more than 300 attorneys in
Europe, with offices in Paris, London, Brussels,
Antwerp, Ghent, Berlin, Frankfurt, Bonn,
Munich, Milan, Moscow, St. Petersburg and

Almaty, and associations in Budapest with
the law firm of Nagy és Tr-ycsanyi and
in Prague with the law firm of Giese
and Partner.

We were the first American law firm fur-
nishing legal services throughout Asia, and
we now have more than 120 attorneys in
offices in Hong Kong, Tokyo, Singapore,
Beijing, Bangkok, Jakarta and Hanoi, as
well as an office in Sydney, Australia.

Contact: Richard Dean,
Partner

Coudert Brothers

Army Navy Club Building
1627 | Street, N.W. Suite 1200
Washington, D.C. 20006-4007
Tel: (202) 775-5100

Fax: (202) 775-1168
www.coudert.com




