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Mr. Chairman and Distinguished Members of the Commission, thank you for giving me
the opportunity to present my testimony before the Commission.

I am a U.S. citizen residing with my wife and three children in Copenhagen, Denmark.
For the past eight years, | have been the Managing Director of VTMS ApS, a Danish ship-
management company working closely with the Russian company Volgotanker from
2001 - 2006.

Arrest in Germany

On February 28™ 2008 while driving through Germany to my home in Denmark | was
stopped several miles from the Danish border for a routine document check. After close
scrutiny of my U.S. passport, the officer advised me that | was to be detained due to an
Interpol Arrest Order, which | was allowed to see. The order was issued by the Russian
authorities. The next day, four police special-forces troops, clad in balaclava hats,
bulletproof vests and military fatigues entered my detention cell, handcuffed me, put a
bag on my head and dragged me to a waiting car. | travelled in a five car

cortege consisting of 3 armor-plated civilian BMW’s with a police escort at the front and
back. With blaring sirens we raced at 100- 120 mph to the court house. The guard next
to me had his machine gun trained on me at all times.

It is perhaps noteworthy that up to that point, my encounters with the law were limited
to 2 traffic citations in 26 years of driving. With apologies for lack of modesty, | would
like to say that | have always perceived myself as a law abiding citizen and have tried to
set this example for my children. To have found myself in the situation described above
was antithetical to everything that | stand for and to the way | have tried to live my life.

Imprisonment and Release

Immediately, after the court hearing, | was taken to a Maximum Security Prison in
Libeck, Germany. Based on the ominous sounding charges contained in the Russian
Interpol Order, the Germans must have believed they had captured an international
criminal of great renown and, befittingly, immediately placed me in solitary
confinement. (It should be noted that the initial charges against Volgotanker were
altered only three days after being issued: from simple “Tax Evasion” to “Fraud and
Money Laundering” at the behest of the Russian General Prosecutor’s office. This was a



calculated move made for the sole purpose of triggering procedural mechanisms that
were created in Western jurisdictions for the purpose of combating money laundering
and terrorism, which offenses, without the slightest doubt or reservation, have
absolutely nothing to do with me).

Based on existing laws, | could not receive any shelter in the United States and could
only rely on the European legislature related to the Refugee Convention. After having
spent almost two months in a foreign maximum-security prison, | was released, having
to face the challenge of explaining to my then three-year-old son why his father had
been missing for so long.

My departure from prison was no less dramatic than my arrival. On the day of my
release, | was escorted to the ferry at Puttgarden, Germany by a convoy of 3 armored
police cars with sirens blaring, driving at break-neck speed. The police again wore bullet-
proof vests and were armed with machine guns. At the ferry, three undercover German
police officers accompanied me, and informed me, they had received orders to protect
me from any provocation from the Russians. It is difficult to be grateful to the German
Authorities for having incarcerated me for almost two months for the sake of my own
“benefit and protection”.

Nevertheless, | have been advised that notwithstanding the “happy ending” to the
German detention, if | were ever to be stopped in Germany again the same procedure
as during my February arrest would apply. In fact, | am at risk of being arrested and
subjected to the same treatment in every country which is a signatory of the Interpol
Convention for as long as the Russians maintain their Interpol Order.

It is my understanding that Interpol was created to facilitate the apprehension of
criminals hiding from justice. The fact that my whereabouts have never been secret to
anyone, including the Russian Authorities, has not prevented Russia form abusing the
Interpol system to harass me and limit my freedom of movement. It is hard to ignore
the absurdity of this situation — a system intended to fight crime is being used to
facilitate the political persecution of persons that were never meant to be (nor should
they ever be) targets.

The arrest in Germany could have easily been avoided if | had received the requested
information from the U.S. Justice Department in regards to the issued Interpol order.
However, starting from June 2006 and still continuing today, | have been stopped more
than a dozen times at the border whenever entering the United States. Each episode
entails detailed questioning of my travel plans, my background and whatever other
information the interrogating officer felt necessary to ask. The length of the detentions
varies depending on the officer who is questioning me and availability of staff at the
border. At no time have | ever been informed of the reason for this special attention.



These are only some of the multitude of episodes in the 5 year Defense saga of
Volgotanker and its politically motivated persecution.

Irony of Fate

In spite of my own father’s misgivings, a man who fought the former Soviet system all
his life and risked everything to bring his children to United States, | believed in the
immutable democratic changes taking place in Russia after the fall of the Soviet Union. |
felt it was my duty and calling to make a contribution to the reconstruction of the post-
communist economy of my former homeland. To a certain extent, | felt a responsibility
to share with those who were crippled by Soviet ideology my Western Democratic
values and ideals, which | came to espouse while growing up in the United States. | was
eager to demonstrate in deed that Americans were not enemies, but actually friends of
Russia.

| considered it a gift of fate to be presented with an opportunity in 2000 to join a team
of Volgotanker managers, headed by Alexander Alexandrovich, who tasked us with

the revitalization of a struggling shipping giant into a first-rate transport company for
the purpose of increasing shareholder value. The management philosophy embraced by
Volgotanker was modeled after the approach of Mikhail Khodorkovsky towards YUKOS,
a large public oil company of which he was the CEO and major shareholder. At its core,
Mr. Khodorkovsky’s approach stressed transparency, application of the rule of law to
the protection of property rights and shareholder value and independence from undue
political influence. As this tendency began to gain adherents, it soon became obvious to
“the Kremlin” that such a state of affairs posed a threat to those in the Kremlin who
sought unlimited and unchecked power, particularly over assets deemed to be strategic.
It was obvious to those in power that it would be impossible to manipulate as effectively
prominent transparent business structures and that this would bring their actions under
the greater scrutiny of the civilized world. Mr. Khodorkovsky was seen as a threat to
President Putin’s “power vertical” and a decision was made to erase him from the map,
replacing him with businessmen loyal to the Kremlin, who would never dare to compete
in the political arena.

Volgotanker, prior to its destruction and takeover by the Russian State was the world’s
largest River tanker company. It had almost 11.000 employees and over 1.5mlIn MT of
deadweight tonnage comprised of tankers, barges and support vessels. It transported
more than 9min tons of cargo annually and its fleet counted more than 350 different
vessels. Among its assets were 3 ship yards, forwarding, agency and ecological clean-up
companies. It was considered by the Russian Government a strategic enterprise.

The task ahead of me was breathtaking and | approached it with an almost messianic
zeal. | felt confident that all of the skills and knowledge | could bring to the table as a
Western-educated businessman, with an understanding of the Russian culture and
language, would give me the necessary resources to meet the challenge head-on. The
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period 2000-2003, while the "power vertical” was still being created and the
government bureaucrats were too busy fighting amongst themselves, were the best of
times for Russian business. Finally, market mechanisms were allowed to work freely and
this showed tremendous results. Capital flight ceased and the Russian economy began
to attract investments. Leading companies felt a need to modernize and invested in
western equipment, specialists and capital. Volgotanker was not an exception to these
trends. Volumes of cargo transported rose annually. Western business processes were
introduced. Accounting was supervised by a Big Four Auditor. Investments in ship repair
and renovation were tripled. Volgotanker invited a Vice-President of Kirby, the largest
U.S. liquid barge transport company based in Houston, as an external consultant. With
his assistance, Volgotanker developed a long-term program of strategic development.

The Empire Strikes Back

However by 2003, Russia embarked on a different path, largely abandoning democratic
principles and instituting state control over “strategic” assets. The selection of YUKOS as
a target was certainly not accidental. Mr. Khodorkovsky was perceived as the champion
of the “wrong” political strategy and YUKOS was seen as not submissive to the will of
the Russian State, and leaning toward the West. In essence, by shutting down Mr.
Khodorkovsky and YUKQS, the Kremlin was able to shut down opposition and convey a
message to the rest of the business leaders that the Kremlin will not tolerate any dissent
or unsanctioned actions. Many in the business community were hoping for an outcry of
international public opinion condemning the political prosecution, but, unfortunately,
public dismay was restrained, and the calculations of the Kremlin proved correct. The
West, it became apparent, was prepared to tolerate this obvious miscarriage of justice.
As a result, the largest, most transparent and western-leaning oil company was
dismantled, its assets expropriated, its management and owners jailed; and a loud
message delivered to the business community that business will now only be conducted
as dictated from above, else you will suffer a similar fate. Even though | graduated from
the University of Wisconsin with majors in history and political science, | do not claim to
be a political pundit. Still, in my humble judgment, it was at this juncture — when YUKOS
came under attack and was mercilessly devoured with the rest of the world patiently
watching — that the future of the Russian economic landscape and rules of the game
fundamentally changed to the detriment of rightful interests.

One must give credit where it is due. The attack on YUKOS was well planned and
organized according to the rules of total warfare. A course of action was determined in
the Kremlin with assignment of roles and responsibilities to most government bodies.
The main task fell to the FSB (the successor to the KGB), the Prosecutor General and the
Tax Ministry. One of the tasks of the FSB was to determine the scope of the target — all
enterprises comprising Khodorkovsky’s “empire”. Volgotanker was included on this list.
This was a result of two unfortunate circumstances. The first was an illegal search of the
offices of YUKOS lawyers, who mistakenly believed that the attorney-client privilege was

still protected in Russia. This search produced documents related to the Management



buy-out of Volgotanker from YUKOS. These legal documents comprise about 120 pages
of English language text and were misrepresented as “evidence” to allege that YUKOS
maintained control over Volgotanker. The second reason was Volgotanker’s role as an
important oil transporter, a field designated by the Russian Government as an area of
State strategic interest. This decision had a tragic consequence on the fate of the
company, its employees, shareholders and me personally.

There was nothing in the hostile-takeover actions of Russian authorities in respect of
Volgotanker that was novel or unique. Just as with YUKQOS, the various state ministries
acted consistently and unwaveringly. Tax claims, office raids, arrests, criminal
persecution of key managers and shareholders were all part of their repertoire. The
company was paralyzed through freezing of accounts and the State initiated bankruptcy
proceedings to gain full control of the company assets. Some of the managers in Russia
were convicted in kangaroo courts and others, who managed to leave Russia in time,
have been de facto convicted and persecuted through the abuse of International
treaties, conventions and agreements.

As a result of these illegitimate government efforts today Volgotanker is controlled by
the Russian State through the bankruptcy procedure and is transporting cargo for the
Russian State Oil company ROSNEFT, not surprisingly, from refineries formerly belonging
to YUKOS. This state of affairs is farcical but true.

Abuse of Western Legal System

It was with a heavy heart that | left Russia in August of 2004, when criminal charges
were brought against Volgotanker. Unlike many of my colleagues who were hostages to
their circumstances, | had the opportunity afforded by my status as an American to
travel freely. At the time | felt perfectly safe. The charges were absurd and clearly
artificial. | was convinced that this would be obvious to anyone in the Western justice
system. Furthermore, even though the Russians often used such underhanded tactics
against their own citizens, | did not think they would do so against a United States
citizen. Unfortunately, | was mistaken on all counts. Not only did the Russians have no
misgivings about abusing the Interpol, MLA and Extradition Agreements and treaties to
pursue their own political agenda, but Western agencies, in the USA and Europe have,
so far, been more than willing to cooperate, while turning a blind eye to the political
motives of the Russian State.

The Russians know how to manipulate our system of justice and in their requests for
MLA, extradition and Interpol orders use the right “passwords” to trigger the process.
They laugh derisively at the West for our adherence to procedure. Previously | was
frustrated at the measures taken by western authorities against me and my company.
Later, however | understood that even though on a human level most were sympathetic
to my plight, they were simply doing their job.



| can cite the words of the German prison warden who visited me in my cell and told me
that she was well aware that | was not a criminal and had no business being in her
prison, but she had no choice in the matter. Neither did the German prosecutor who
had to follow his own rules and abide by the extradition treaty with Russia. There is also
the example of a U.S. border policeman who, while briefly questioning me, said that he
clearly saw the absurdity of having to stop me for the umpteenth time at the border and
wished me luck in getting the matter resolved with the USDolJ or the US Congress.

The events in Germany and continued questioning in the United States forced me to
seriously re-evaluate my views of the Western Justice System. A situation where
representatives of our own police and justice agencies become blind executioners of a
foreign power’s illegitimate will indicates that there is something fundamentally wrong
with the system. When the rights of citizens are abused and their interests harmed,
while the people administering such abuse claim that they are simply doing their job
and following procedure — this should give rise to serious concern about whether
existing laws are serving their designated purpose or infringing on fundamental rights.

My Appeal

Today | am grateful for the opportunity to present testimony before this honorable
committee. My sincere hope is that my statement will persuade this esteemed body to
act to prevent foreign governments from manipulating the American legal system to
persecute U.S. citizens at U.S. taxpayer expense for the pursuit of their own illegitimate
and political goals. My personal experience has been most difficult indeed, but | have
been fortunate to have able representation and achieve some relief. At the same time, |
am concerned that other U.S. citizens may become victims and face such abuse outside
the United States without any justification. No family should have to go through what |
and my family experienced, and if this requires that international treaties and
agreements are amended to protect basic individual’s rights against the transgressions
of a foreign sovereign state, then this has to be done.

I have had the misfortune to experience firsthand the effect of being falsely categorized
by the Russian State in 2004 as an “especially-dangerous criminal” by the political
leadership of the Russian Federation. This designation was a direct result of the political
decision to destroy Mr. Khodorkovsky and those perceived to be associated with him
and expropriate the assets of YUKOS. It is now universally accepted that the YUKOS
affair epitomizes the term “political attack” that has caused hundreds of people to flee
their homeland and become refugees in foreign states. Nevertheless, the Russian State,
by virtue of membership in international conventions and agreements has persevered in
its attempts to persecute its targets (via Interpol, MLA, extradition requests and other
avenues), while foreign states have blindly cooperated in these efforts because such
cooperation is contemplated under the relevant conventions and agreements. This has
resulted in a farce that is totally inconsistent with the legislative intent: on the one
hand, the whole world recognizes that the “YUKOS affair” amounts to a political



association; on the other hand, foreign governments through the abuse by the Russian
State of the treaties that were intended to facilitate the apprehension of criminals are in
fact cooperating with Russian in furthering the latter’s misguided and wrongful political
agenda. This state of affairs should not be tolerated by the United States

| feel a special responsibility to those who may find themselves in a similar predicament
as me, but are not in the position to maintain or finance an effective defense. My
mission will be complete if my testimony will help convince the US Congress that proper
safeguards should be created to protect American citizens who may fall victim to the
political ambitions of members of the Russian government. Such safeguards should at
the very least put the Russian authorities on notice that their politically motivated
actions and attempts at manipulation through international conventions will be
scrutinized by appropriate bodies of the US for the purpose of protecting US citizens.



