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Key challenges
Russian private clients face
in multi-jurisdictional disputes




When Russian wealth meets Western law

Russian private clients are often in need
of legal advice and representation abroad:

« Corporate disputes;

« Debtor-creditor disputes;

and succession disputes, etc
Deration may become quite

« Matrimonia
Yet the coo




A problem relevant more than ever
Cross-border disputes and other legal

work for Russian Clients may increase:

« Russian compliance rules are tightening,
requiring Clients to restructure;

« Economic stress may stir up dormant
debtor-creditor and corporate disputes;

« Same for the matrimonial disputes;

« Clients become more sensitive to legal
budgets and more demanding.




Key challenges Russian clients face

« Lack of expectations management -
the Client doesn’t see the full picture;

« Lack of transparency on fees and costs-
the Client cannot estimate the budget;

 Litigation and other proceedings are

very different in timing and structure.

g

1Y

—

F
).
oy
.'.l,

N




Key challenges Western counsels face

 The Client may withhold certain facts;
 The Client may treat compliance lightly;

« The Client is inconsistent with timing,
switching between pauses and rushes;

 The Client challenges invoices, pays with
delays or via a third party (e.g. SPV).
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Potential solutions
« For a counsel - retain a designated
person to ‘understand Russian Clients’;

* For a Client:

— Rely on the Family Office, if there is any;
— Retain an International Law Firm;

— Retain a Multi-Family Office;

—Retain a local law firm who understands
Western legal system and is capable of
managing cross-border cases.
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Features specific to Russian Clients
In corporate, marital and succession
arrangements




What makes them specific?

« Client’s mentality;

« How holding of the Client’s business and
personal assets may be structured;

« How agreements with Clients’ business
partners may be structured;

« How Client’'s marital affairs may be
arranged;

 Whether Clients have succession plans.
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How Clients’ assets are held

 Until very recently, SPVs held via
nominees were predominant, and in
many cases remain so;

« Cyprus and BVI were (and often are)
most popular jurisdictions;

« Strong reliance on direct control;

« Use of ‘informal fronts” in a way very
much similar to a common law trust.




Case study: neglected structures
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How agreements with business
partners are typically structured

 Strong inclination to ‘equal shares’
irrespective of deadlock risk;

* Very often there is no SHA at all, and if
there is any, it may be sketchy at best;

« Many JVs are started based on the
informal termsheet or verbal agreement;

 ‘Front persons’ are commonly used,
especially by PEPs.



Case study: a Proteus shareholder
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How the marital affairs are arranged

« Russian private clients typically acquired
most of their wealth during marriage;

 Nuptial agreements are rare, and are
drafted considering Russian law only;

 Divorce settlements are often imposed
on wives with very limited share of
family wealth transferred to them;

 Very often wives or ex-wives reside in
UK or US for substantial time.



Case study: a second bite of a cherry




Is there any succession planning?
« Very few Russian private clients
seriously consider succession planning;
 Many Russian HNW!Is die interstate;

« Successors may have no access to
funds, thus unable to pay legal fees;

« Key assets may be transferred to minors
and deadlocked by statutory guardians;

e Successors squeezed out by business
partners or abused by management.
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Case study: successors in distress
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Case study: minor successor locking asset
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Russian Clients
engaging counsels
in other jurisdictions




How foreign counsels are selected
* Previous experience (rarely);

« Reference from friends/business partners;

- Reference from a service provider
managing an SPV in relevant jurisdiction;

 Engaging an International Law Firm;
 Engaging a Multi-Family Office;

« Engaging a local law firm to Ilocate
counsels, collect fee proposals, manage
counsels’ work and budgets.



Issues often overlooked by the Clients
« Counsels’ specialisation;
* Firm size and value for money balance;

« Reality check in respect to budgets, time
and expectations;

 Whether this is an ‘all inclusive’ proposal
or other advisers will be involved (e.q.
barristers, auditors, appraisers, tax
advisers, service providers etc etc).
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- Case strategy
developed early;

- Analysis before
actions;

- Cross-influence of
parallel actions
considered;

- Proactive approach.

Scope of assignment

- No case strategy;

- Act before position is
established;

- No communication
between counsels in
different jurisdictions;

- Reactive approach.




Case study: MFO as a case manager
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withess




Case study: law firm as a case manager
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Common Misunderstandings on Budget
 Fixed Fee and Estimate;

» Rolling retainer;

« Costs not covered by the initial budget;

« Contingency fee and fee uplift;

» Third party funding.

The key problem - lack of transparency
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Facts, Scope and Budget: Two Way Street

‘Budget
%oals and
scope of
®Case assignment
facts
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= Typical Errors s‘fp’
Client’s:

Counsel’s:‘

- Unfit counsel; - Optimistic estimate;

- No reality check; - Lack of transparency

L Na dles e on retainer depletion;

arrangement agreed; |- Unfit fee earners;

- Amends scope; - Invoicing periods are

- No fee monitoring. long, delays feedback;

- Invoices arrive late.
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The recommended procedure

« Establishing the goal and defining scope;

« Locating counsels: references, expertise,
reputation, firm size, fee rates;

» Collecting fee proposals, comparing them
and presenting to the Client;

» Conflict, KYC and engagement;
* Monitoring counsels’ work;
« Monitoring budget and reviewing invoices.

28



Issues with payment

- The Client has good case but no money
(esp. in marital and succession cases),

» The Client neglects the case and fees;

 The Client challenges the bill (sometimes
with no particular arguments);

 The Client pays via his or her SPV;
« Someone else is paying for the Client;
 AML and Currency Control compliance.

29



| .
|
i
o

A




Case study: a destitute successor




Conflict check and KYC issues
 The Client may be a ‘front’;

- The UBO may be reluctant to provide
details or personally sign anything;

 The Client may be ‘conflicting out’ firms
strong in relevant practice / jurisdiction;

 The Client may have multiple passports;
 The Client may need guidance re KYC;

« KYC documents for Russian Clients

(utility bills, bank reference). )
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Case study: swap counsels in mid-stream




Key issues at negotiating bills
Has the Client requested to do this work?

Work included in the fixed fee or
additional work paid by on hourly rates?

Were the fee earners appropriate — rate
and level of expertise vs task complexity;

‘Internal discussions’ time frowned upon;

Whether the case was successful for the
Client or not: irrelevant from legal point,
but psychological prospective matters.
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Case study: time vs money




Should a Client
stand as a withess?




Key issues in Client witnhessing

 The Client may have withheld key facts
and only told one side of the story;

 In many cases disputes are based on
complex stories and aren't black & white;

« Equitable ‘clean hands’ are rare;
« Perjury is rarely prosecuted in Russia;

« Russian Clients may struggle to support
their credibility before court.
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Key issues in Client’s credibility
Good recollection of facts, even distant;

Lack of inconsistencies;
Lack of gaps which cannot be explained;
Business purpose behind Client’s actions;

Relevance to customary practice of trade
(which may differ to the local one and
may need to be explained to the court);

Client’s confidence and presentation
skills.
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TOo sum up...

« Russian private Clients may be not the
easiest ones to handle;
— Communication requires more efforts;
— Compliance may be hard to maintain;
— Demands may be high and unusual.

 Yet they do generate complex high
profile assignments

 Many disputes involving Russian private
Clients lead to landmark cases



Any questions?
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