





















































































































































DRAFT LETTER

December 14, 1999

My Dear Mr. Prime Minister;

[ write today regarding a matter you and [ and our respective governments
have discussed in the past and where | believe we are in agreement: that
investment in Russian business and industry by foreign entities is healthy,
desirable, and further assists the Russian Federation in its transition to a growing,
market economy. As we also know, only so much capital is available for
investment abroad, and foreign managers of funds have a duty to their
shareholders and investors to make certain that their investments are protected to
the maximum extent practicable. Accordingly, whatever steps the Russian
Federation takes to protect shareholder rights increases the amount of capital
potentially available for investment in Russia, and understandably, whatever steps
Russian ministries or courts take to detract from shareholder rights will serve to
discourage such investment.

Therefore, I would strongly urge you to examine the manner in which two
United States investors, the New York firm known as KKR, and the U.S. Russia
Investment Fund, which was established by the U.S. Congress at U.S. taxpayers
expense, have found themselves frustrated by the Ministry of State Property
which has asked Russian courts to re-nationalize the investment they made in the
Lomonosov porcelain factory in St. Petersburg.

Understandably, the plight of these investors, who enjoy a superb
reputation in the United States and in the investment community generally, has
been prominently featured in Western newspapers and magazines, leading to
wamnings by many Western financial experts against further investment in the
Russian Federation. The best way to demonstrate Russia’s commitment to a
market economy coui@ happen if you can encourage the Minister of State Property
‘0 ask the court to reverse the renationalization, and return the parties to “status
quo ante.”

The Russian Government would benefit enormously by sending clear
signals that it understands that foreign investment is necessary to a vibrant and
growing economy in the Russian Federation. An effort by you to restore the
majority shareholders of Lomonosov their rights would be such a signal. I believe
it is in the interests of both of our nations for you to become actively involved in
naking certain that the rights of shareholders are adequately protected in the
_0mOnosoV case.

Sincerely,



































































































