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MEMORANDUM FOR THE PRESIDENT QO 100
FROM : SAMUEL BERC‘QW‘#/
SUBJECT : Response to President Adamkus

Purpose

Respond to President Adamkus’ request that you raise Lithuanian
energy issues during your visit to Moscow.

Background

President Adamkus wrote you before your trip to Moscow to urge
that you ask Putin to facilitate commercial cooperation between
Russian energy companies and a U.S. firm, the Williams Company,
that is playing a major role in modernizing Lithania’s oil
industry. In fact, Williams has made progress in its
negotiations with the Russian energy giant, Lukoil, and recently
signed a protocol aimed at securing long-term crude oil supply
contracts needed to obtain financing for plant modernization.
Our Embassy in Moscow is facilitating contacts between Williams
and the Russian government as the parties work toward negotiated
contracts this summer, and Jim Steinberg recently advised the
Lithuanian foreign minister of our support.

Your response to Adamkus is a useful opportunity to reaffirm the
U.S. commitment to Baltic independence and to doing all we can
to promote stability and cooperation in Russia’s relations with
its neighbors.

RECOMMENDATION

That you sign the response to Pre 1ib A.

Attachments _
Tab A Response to President Adan
Tab B Incoming Correspondence

cc: Vice President
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THE WHITE HOUSE
WASHINGTON

Dear Mr. President:

Thank you for your letter regarding my visit to Moscow. I
understand that Lithuania’s o0il industry and Lukoil are making
progress in their negotiations on long-term crude oil supply
contracts. We will continue to facilitate commercial contacts
between the Lithuanian o0il industry and the Russian government
as the parties work toward negotiated contracts this summer.

Your concerns were very much in mind during my discussions with
President Putin. I am convinced that, based on our talks,
President Putin understands clearly the importance the United
States attaches to ensuring stable and cooperative relations
between Russia and its neighbors, including in the Baltic
region. This issue, along with respect for democratic
principles and the success of economic reforms, will have a
direct impact on Russia’s international integration.

To underscore our support for Lithuania, Latvia, and Estonia, I
asked Deputy Secretary of State Strobe Talbott to represent the
United States at the meeting of the U.S.-Baltic Partnership
Commission in Tallinn. I welcome the reaffirmation at that
meeting of our common vision of a Europe whole and free, and of
our goal to jointly create conditions to complete the
integration of Lithuania, Latvia, and Estonia into European and
transatlantic institutions.

Again, thank you for your letter. I hope we will have a chance
to meet later this year.

Sincerely,

His Excellency

Valdas Adamkus

President of the Republic
of Lithuania

Vilnius
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The President: Again, on WTO I just want to emphasize that we
want this resolved this year. I truly believe that it is in the
interest of the United States and the EU to work this out so
that we don’t stand in the way of your integration.

President Meri: There is also the question of our membership in
the OECD, which we hope can be resolved soon. At the same time,
we are busy in Estonia developing our economy and building
practical cooperation with all our neighbors, including Russia,
as you mentioned. One of my favorite projects is the effort to
get internet connections in every school in Estonia. I hope Mr.
Vice President that when you arrive in the White House, sometime
after the year 2000, that every school will be connected. (U)

President Brazauskas: I am most grateful for this opportunity to
meet with you. A stable security system is important to
Lithuania and to all of us.- This Charter signing is the most
important event--on the political agenda of Lithuania this year
and we look forward to its implementation. We desire NATO
membership and are working through the development of our
military forces and other actions to make this possible. We
have, indeed, signed the Border Delimitation Treaty with Russia,
and hope that this will spur others.

We are also working to put our relations with Belarus on a
broader and more normal course. . But still there are other”
problems that relate to the internal politics of Belarus.

I welcome your words on WTO. WTO and OECD membership are highly
important to Lithuania. We recognize that we can’t be members
of these and other Western institutions unless we meet the
criteria and clear up remaining problems. But I am grateful to
all elements of the U.S. government, particularly on the
military side, for your help in this regard. (&

The President: Thank you for those words. I welcome the
Estonian border cooperation and also Lithuania’s border
agreements. (€]

President Merl:\\Our border agreement is nearly ready. ey

President Ulamanis: Mr. Napper, Ambassador Napper speaks such
beautiful Latvian, I am going to follow his example and deliver
my remarks in English. 1I’ll do my best. (U)
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The President: That’s pretty good. Your English is a lot
" better than my Latvian. (U)

. President Ulmanis: Mr. President, we have a common vision,
economic, political and social. This is enshrined in the
Charter of Partnership, which we fully embrace. We look forward
to working actively on implementation. 1In fact, I would like to
propose that we have the first quadrilateral meeting of the
Partnership Council in Riga. (ef

The 1994 NATO Summit has two formal objectives: to .review
progress of applicant countries towards membership and to set
the agenda for the Alliance in the 21°' Century. We want to be
part of that vision. (ef

Mr. President, thank you for your leadership and your. support in
our dealings with Russia. - I have a vision of.a new Russia that
"is a good neighbor. - We -are building practical cooperation with
"Russia-to advance this goal. You can count on Latvia to do its. .
part. I recently sent a letter to President Yeltsin expressing
my hopes for further cooperation with Russia. I received a very
. cordial response that thanked me for my efforts to reconcile
relations between Russia and Latvian society. (8)

Finally, Mr.‘President, Latvia will be celebrating the 80%
anniversary of its, independence in November of this year. I

The President: I am encouraged by your vision of Russia and its
relations with the Baltic states. .I welcome your positive input’
and I think we have made some good progress. Now I know you
have been concerned that Russia may delay its departure from the
Skrunda radar facility. We expect Russia to abide fully by the
terms of the agreement and have strong indications that Russia
intends to do so. But we’ll keep on top of this. I would like
to ask Vice President Gore to say a few words. (8]

The Vice President: This is an historic meeting. It will be
looked back upon as important in the development of
transatlantic and European relations. Your pleasures are
matched by ours. I also look forward to working on the many
pfactical areas of cooperation that we have outlined. (U)

Secretary Albright: We had a wonderful lunch at the State
Department and really celebrated this day. We are delighted
that Strobe will soon follow up as head of the Partnership
Commission. One of the issues we discussed at lunch was our
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guests’ concerns about Ukraine, and I would invite them to
mention some of these to you, Mr. President. (@f

President Meri: Thank you, Madame Secretary.” It may seem
inappropriate for such a small country to speak of helping such
a large country as Ukraine, but I think we have common
experiences that can be of value to our friends in Kiev.
Estonia has been successful in building up its financial and the
banking sector. President Kuchma knows how to get things done,
but he might be able to use some of the.lessons of our
experience in certain sectors, as a post-Soviet society, to good
effect. One thing is clear, it is important that all of us
support Ukraine. Because Ukraine’s success is also a way to
ensure democracy in Russia. (8]

President Brazauskas: I also want to say a word about Ukraine.
Relations between all three Baltic states and Ukraine are good.
Our security depends on stability and democracy being preserved
‘'in Ukraine. A month ago I had a meeting with President Kuchma
and I feel that President Kuchma adheres to the same line. But
his situation is very difficult. All the military factories are
either closed down or at a standstill. Thousands of workers are
affected. This common attention to Ukraine is helpful. (87

President Ulmanis: I welcome this discussion. Ukraine’s
stability is critical to security in the region. Elections are
coming up in Ukraine ‘and the left wing is active.. .I think that
it is 1mportant that we engage Ukraine inour Hanseatic '
cooperation. (31

By the way, I hope that the United States will play a role in
the Council of the Baltic Sea States.

The Vice President: We would welcome the opportunity to help
advance regional cooperation and to include Ukraine. (=7

Secretary Albright: Also on Belarus, the three Presidents have
some very interesting ideas on how to deal with this situation.
We discussed this over lunch. (87

President Brazauskas: .ILukashenko has lost touch with reality
and is only concerned with maintaining power. We need to appeal
to the forces of reason in Belarus. Russia can play a
constructive role here. We need to press ahead together with
some of the ideas we discussed at lunch (NFI).
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Deputy Secretary Talbott: The Council of the Baltic Sea States
can be a practical vehicle for our engagement in regional
cooperation.. In particular, we want to participate in the
Operative Committee of the Working Group on Organized Crime.

(e}

President Ulmanis: We discussed this in the Justice Department
earlier today. We are in agreement with ‘this. (Cf

President Meri: One last point with regard to Radio Free
Europe/Radio Liberty. These can seem outdated now that the Cold
War is. over, but there are many tasks involved in building a
democratic society, more than just having elections. Free media
and the flow of ideas are also vitally important. (U)

Finally, let me say “I am delighted that Strobe Talbott will
lead the “Joint Commission.” It ensures solid implementation.
(U)

The President: Well thank you all very, very much. I think we
need to proceed to the signing ceremony. (U)

-~ End of Conversation =--
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THE WHITE HOUSE
WASHINGTON

MEETING WITH BALTIC PRESIDENTS
DATE: January 16, 1998
LOCATION: Cabinet Room
TIME: 1:40 p.m.

FROM: SAMUEL BERGER
I. PURPOSE

° Underscore our commitment to advancing the integration of
Estonia, Latvia and Lithuania's into Western institutions
and to strengthening our bilateral relations.

. As a symbol of this commitment, sign the Charter of
Partnership, which codifies the terms of the relationship
and maps out the road ahead.

o Reaffirm our commitment to keep NATO’s door open and
support their efforts to become members of NATO. Also note
our support for their accession, on appropriate terms, to
the EU and WTO.

. Applaud Baltic efforts to develop friendly relations with
their neighbors, particularly Russia, and offer support for
expanded cooperation between Russia and northeastern Europe
in areas where there is common ground.

II. BACKGROUND

The Baltic Presidents see this visit as a truly historic
occasion both because of the Charter signing and because it
will be the last time they, as key figures in their
countries’ post-communist transformations, will be together
with you in the White House. Valdas Adamkus, a Lithuanian-
American former EPA official in Chicago, will replace
Brazauksas, who chose not to seek reelection, next month.
Meri, nearly 70, is unlikely to stand for another term, and
Ulmanis, whose second term expires next year, probably
won’t run again.

These very different men -- the urbane and intellectual
Meri, the earthy, former Communist Brazauskas, and the

-CONEIDENTIAL WASEERER- ATTACHMENTS
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centrist, business-like Ulmanis -- have succeeded in
putting their states at the forefront of the reform
movement in Central Europe. Over the past four years, they
have successfully used their positions to forward
democratic reform, continue the transition to market-
oriented economies, move closer to Western institutions,
and enhance relations with their neighbors, including
Russia.

All three leaders believe that the United States is key to
their full reintegration into the West. For over fifty
years, successive U.S. Administrations maintained a strong
policy of non-recognition of their forcible incorporation
into the Soviet Union. We then played a critical role in
helping them implement democratic and free market reforms
and strengthen their security and sovereignty. The Charter
of Partnership you will sign during this visit symbolizes
how far they have come since 1991 and expresses our
commitment to help them complete this journey.

The Charter is a political statement of common principles
and a framework for the expansion of our relations. Most
importantly to the Baltics, it affirms that they are part
of our vision for a new Europe and will not be left out or
discriminated against due to history or geography.

e On NATO, it builds on the Madrid Summit, stating that the
United States welcomes Baltic aspirations and supports
their efforts to join NATO. It also recalls Madrid’s
caveat that aspirants must be able to assume the
responsibilities of membership and that Allies must agree
inclusion of any new members would serve overall European
stability. It does not pre-commit us to Baltic
membership or extend any surrogate security guarantees.

e The Baltic states reaffirm their commitment to continue
market-oriented reforms. The four governments pledge to
enhance joint efforts to promote cooperative relations
throughout the Baltic region, including with Russia.

e The Charter notes the progress of existing bilateral
working groups on defense and establishes a new working
group on trade, investment, and related fields. It also
establishes a Partnership Commission of senior officials,
who will hold annual stock-taking meetings.

CONFIPENTIAL WASEERET ATTACHMENTS
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Moving Ahead Along. As evidence of our commitment to
pursuing Charter goals, you will announce at the signing
ceremony the establishment of a Baltic-American Partnership
Fund -- using $7.5 million of our assistance money and
matching funds from George Soros -- whose charter will be
to foster the development on non-governmental organizations
in these states. Also during their visit here, Charlene
Barshefsky will sign a bilateral investment treaty with
Lithuania (Estonia and Latvia have accords already), Bob
Rubin will sign treaties against double taxation with all
three states, and Attorney General Reno and FBI Director
Freeh will announce enhanced cooperation among the three in
administration of justice and combating organized crime.

Likely Topics

NATO Membership. The Baltic Presidents will raise their
aspirations for NATO membership. They all hope there will
be a second tranche of new members in 1999, and at least
Lithuania believes it is well on the way to qualifying.
Lithuania, with the largest population, has, in fact,
devoted the most resources and made the greatest progress
of the three in building its armed forces. But even they
have very limited capabilities to work with NATO in defense
of their territory or in peacekeeping missions elsewhere.

While continuing to advance the public line that all Baltic
states belong in NATO, both Tallinn and Riga realize that
they won’t be ready militarily to join soon and that most
Allies have serious reservations about their membership
because of Russian objections. Thus, they have focused
their efforts on joining the EU. 1In their meeting with
you, the presidents will accept the view that it is
premature to discuss the “next tranche” and that the
Charter does not commit the United States to support their
bid. However, they will seek reaffirmation that NATO's
door remains open, and, as Strobe has put it, that we are
working seriously to help them walk through that door.

e You should urge them to focus on taking advantage of the
many programs we and the Allies are offering, including
$18 million in military assistance next year, to help
them enhance their security, ability to work with NATO,
and preparations for membership. You might remind them
that the Charter is neither a security guarantee nor a
firm commitment to support their membership.

-CONFIDENTIAE, W/SEEREF ATTACHMENTS
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Investment, EU and WTO. The Baltic economies are all still
in transition, but Estonia and Latvia are the furthest
along. U.S. investment in the region has been slow to
develop, now totaling about $550 million, only 19 percent
of all their foreign investment.

e Estonia has made steady progress across the board and in
1996 became the first Central European country to
“graduate” from our assistance program Support for East
European Democracy (SEED). In December, it was the only
Baltic state invited to commence EU accession talks.

e Latvia is close to getting an offer from the EU to begin
accession talks. 1Its strong progress was slowed by
lagging privatization and a 1995 banking crisis.

¢ Lithuania has made steady progress in privatization but
has suffered from very slow growth (linked to taxation
policies and a lagging financial sector).

Regarding the WTO, Latvia has been the most aggressive of
the three in pursing this goal. 1Its bid, however, is being
held up over the issue of audiovisual services, which pits
us against the EU and puts Latvia and the other two Baltic
EU aspirants in between. The EU is insisting that Latvia
make no commitment to open its market to audiovisual
services. While ready to accept Latvia's adoption of
current (51 percent foreign) EU content restrictions, we
want Riga to go no further and believe this is a
significant concession.

¢ You should tell the Presidents that we are very
supportive of their accession to the EU and the WTO -- on
defensible terms -- and hope the audiovisual issue with
the EU can be resolved soon. You might also note our
interest in expanding trade and investment.

Russians & Hansa. The Baltic leaders cooperate well with
each other and most of their neighbors. The Nordics and
the United States have supported several initiatives that
promote regional security and compatibility with NATO,
including the Baltic Peacekeeping Battalion (Baltbat). The
Nordics have extensive trade and investment in the region.

Lithuanian-Russian relations are the best of the three, in
large part because Russian speakers account for only 8
percent of the population. In October, Presidents Yeltsin

CONFIDENTIAL W/ASEERET ATTACHMENTS
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and Brazauskas signed a demarcation agreement of the land
border with Kaliningrad. Vilnius remains concerned,
however, about transit through Lithuania from this heavily-
militarized Russian province to its west.

Latvia and Estonia, which have much larger ethnic Russian
communities, maintain normal but cool relations with
Russia. Estonia and Latvia have not reached border
agreements, primarily because of Moscow’s linkage of
conditions on the treatment of the Russian-speaking
minorities (29 and 33 percent respectively). They have,
however, begun practical cooperation with Russia on such
problems as border controls and countering crime.

In August 1994, with your intervention, Russia withdrew its
troops from Latvia except for about 800 technicians who
stayed to operate the Skrunda missile early-warning radar
facility until it shuts down this August. Russia has
allowed agreed inspections of this facility. But Latvia is
concerned that departure of the technicians and the
commencement of dismantlement may be slowed due to
construction delays in the essential replacement facility
in Belarus. Based on political signs and available
intelligence, we expect Russia to abide fully by the terms
of the agreement with Latvia, which Yeltsin has previously
affirmed to you.

In December, as part of an emerging “charm offensive,”
President Yeltsin floated the notion of enhanced economic
cooperation with the Baltic states, but linked it to Baltic
neutrality and offers of joint security guarantees. The
Balts promptly rejected the latter notions, making clear
that they aspire to be members of NATO.

e Rather than fight Moscow on Baltic membership in NATO, we
have sought to focus on areas where there is a common
ground. Madeleine and Strobe have told their Russian
interlocutors, that we must agree to disagree on NATO,
but we want to help promote expanded cooperation between
northeastern Europe and northern Russia (as existed in
Hanseatic period) in trade, energy development, the
environment, and combating transnational problems such as
organized crime. You should encourage the Baltic
Presidents to pursue a similar tack as a way to show
Moscow that Baltic integration will create opportunities.

-CONFIPENTIAI, WASEERE® ATTACHMENTS
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III. PARTICIPANTS

See Scenario at Tab B.

IV. PRESS PLAN

See Scenario at Tab B.
V. SEQUENCE

See Scenario at Tab B.

Attachments
Tab A Points to be Made
Tab B Scenario

Tab C Biographies
Tab D Secretary of State Memo to the President
Tab E Summary of The Charter of Partnership

CONFIBENTIAL WASEEREE ATTACHMENTS
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POINTS TO BE MADE FOR MEETING WITH
ESTONIAN PRESIDENT MERI, LATVIAN PRESIDENT ULMANIS AND
LITHUANIAN PRESIDENT BRAZAUSKAS

Partnership Charter

NATO

Charter important for United States, Estonia, Latvia and
Lithuania because it marks how far we have come toward our
shared goal of building a new Europe and advancing your
integration into West. Also maps out clear directions for
road ahead.

Charter makes clear our ‘“real, profound and enduring
interest” in independence, sovereignty, and territorial
integrity and security of your countries.

Can be very proud of your individual and collective efforts
to advance goals of Charter even before it was completed.
Need to keep working to promote respect for rights of all
citizens and deal with legacy of past.

Together, you are creating facts of integration on ground
through your participation in PFP, IFOR, and host of
regional initiatives.

Charter gives us many opportunities to expand and improve
relations in both security and economic fields. Events of
last few days -- signing of double tax treaties,
initiatives on justice and organized crime, and creation of
Baltic-American Partnership Fund - show that we are already
moving to build on this framework.

Enlargement

Welcome your desire and support your efforts to become
members of NATO. Want to underscore that NATO’s door will
remain open.

Your membership will depend on satisfaction of NATO
principles, including your ability to contribute to overall
security.

First round of enlargement will not be last. But it’s too
soon to talk about next steps. We must all focus on
getting first round “right” and securing Senate
ratification. Welcome your help in this regard. The

CORFIDERTIAL:
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stronger our success in integrating Poland, Hungary, and
Czech Republic, easier next steps will be.

° This is good time to make use of intensified dialogue,
Partnership for Peace enhancements and Euro-Atlantic
Partnership Council to deepen your engagement with
Alliance.

° We are committed to helping you advance these goals in more
systematic ways. Fully support work of our military
experts to assess needs of your countries’ armed forces and
help you develop realistic defense plans. We will increase
our security assistance next year and work closely with
other donor states.

EU/WTO Accession

° Support each of your efforts to join EU, but recognize
decisions will be made by Europeans.

° We support your accession to WTO on appropriate terms.
Will be as flexible as can; hope EU will do same.

o As Ambassador Barshevsky explained, we will continue to
work with EU on what we think is reasonable compromise on
audovisual content that is consistent with goals of EU
Broadcast Directive and protects our interest in
maintaining an open market.

Relations with Neighbors

° Applaud effort to develop cooperative relationship with
each other, Nordics, and Russia.

. Especially pleased with your joint effort to promote
regional security and interoperability with NATO through
participation in Baltic Peacekeeping Battalion (Batlbat),
Baltic Sea Squadron (Baltron), and regional airspace
initiative (Baltnet).

. Now it’s time to explore in detail opportunities for
building economic and other non-security cooperation
throughout Baltic region. Am fully committed to enhancing
our involvement in Nordic/Baltic and Baltic/Russian
cooperative ventures.

CONFIDENTIRL
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Russia

° Encouraged by recent signature of Kaliningrad border
agreement between Presidents Brazauskas and Yeltsin in
Moscow.

° Agreement meets one of fundamental responsibilities in

relationship between neighboring states, establishment of
common borders in mutually satisfactory manner. With
border agreements in place, Lithuania and Russia can move
on to other areas of cooperation.

° Hope Russia will sign similar agreements with Estonia and
Latvia soon. Pleased that Estonia and Latvia are committed
to expanding practical cooperation with Russia on common
concerns.

° Know Latvia concerned that Russia may delay departure from
Skrunda radar facility. We expect Russia to abide fully by
terms of agreement with Latvia. Have strong indications
that Russia intends to do so.

° Note Russia has proposed security guarantees to you. As we
stated publicly, agree sovereign states have right to
choose their own security orientation, including whether or
not to become member of an Alliance. Your choice is clear.

J Want to work with you and Nordics to expand cooperation
between northern Europe and Russia in areas where we all
have common interests. Charter notes increased cooperation
in economic development, trade, environmental arena as well
as in fight against organized crime. As you have heard in
meetings earlier this week, we are ready to move on this
agenda in practical ways.

CONELDENTFIAE
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LITHUANIA

The current account shortfall is entirely the result of a merchandise trade imbalance. The
combined remaining items of the current account show a slight surplus. The Russian crisis has
been cited as a reason for the external shortfall, and it undoubtedly has played a role in the large
(21%) decline in exports last year. However, Russia and other CIS countries are becoming less
important in Lithuania’s trade relative to EU markets.! Primarily, the deficit stems from
Lithuania’s heavy dependence on imports for energy and industrial restructuring, a large fiscal
deficit (see below), and lagging external competitiveness. The latter stems from the dollar peg
incorporated in the CBA, which resulted in a real, trade-weighted appreciation of the litas of 16%
in 1998 and 22% in 1999 and sluggish productivity growth.” Thus it is imperative that the
government consolidate its fiscal position and follows through with privatization and structural
reforms to boost competitiveness. The forecast used in this analysis is optimistic in that regard
and, therefore, a substantial deviation from these assumptions could render the current account
deficit unsustainable. N

MACROECONOMIC ENVIRONMENT - C- Rating

The chief issue concerning the macroeconomic environment is the fiscal situation. The fiscal
deficit jumped from 2% of GDP in 1997 to 6% in 1998, and then rose further to 8% in 1999.°
Fiscal policy is particularly important in Lithuania in that the CBA board arrangement effectively
removes monetary policy as a discretionary too!" and also because the deterioration in the
government’s savings-investment balance contributes to the current account deficit.

'"The Russtan crisis accelerated the redirection of exports from CIS to EU countries. For
example, exports to Russia amounted to 13% of the total in 1997 and 7% last year. Conversely,
exports to Germany (now Lithuania’s leading export market) rose from 15% to 16% over the
same period. Nonetheless, Russia remains the largest importer (20% of total imports) into
Lithuania due to the latter’s reliance on oil imports. Lithuania’s redirection of trade, while
significant, has lagged that of it’s Baltic neighbors.

’In contrast to the other Baltic countries, where large increases in industrial productivity
have helped to offset real exchange rate increases, productivity improvements in Lithuania have
been smaller.

’In addition to the deficit, the government has also accumulated budgetary arrears.

“Since the CBA requires 100% foreign currency cover of the monetary base, free
movement of capital, and no central bank lending to the government, the money supply is
entirely endogenous, i.e., dependent on foreign currency capital flows.

-
J
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THE WHITE HOUSE
WASHINGTON
June 26, 2000

Dear Mr. President:

Thank you for your letter regarding my visit to Moscow. 1I.
understand that Lithuania‘’s oil industry and Lukoil are making
progress in their negotiations on long-term crude oil supply
contracts. We will continue to facilitate commercial contacts
between the Lithuanian oil industry and the Russian government
as the parties work toward negotiated contracts this summer.

Your concerns were very much in mind during my discussions with
President Putin. I am convinced that, based on our ta;ks,
President Putin understands clearly the importance the United
States attaches to ensuring stable and cooperative relations
between Russia and its neighbors, including in the Baltic
region. This issue, along with respect for democratic
principles and the success of economic reforms, will have a
direct impact on Russia‘’s international integration.

To underscore our support for Lithuania, Latvia, and Estonia, I
asked Deputy Secretary of State Strobe Talbott to represent the
United States at the meeting of the U.S.-Baltic Partnership
Commission in Tallinn. I welcome the reaffirmation at that
meeting of our common vision of a Europe whole and free, and of
our goal to jointly create conditions to complete the
integration of Lithuania, Latvia, and Estonia into European and
transatlantic institutions.

Again, thank you for your letter. I hope we will have a chance
to meet later this year.

Sincerely,

His Excellency

Valdas Adamkus

President of the Republic
of Lithuania

Vilnius

CLINTON LIBRARY PHOTOCOPY
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THE WHITE HOUSE
WASHINGTON
June 26, 2000

Dear Mr. President:

Thank you for your letter regarding my visit to Moscow. 1I.
understand that Lithuania’s oil industry and Lukoil are making
progress in their negotiations on long-term crude oil supply
contracts. We will continue to facilitate commercial contacts
between the Lithuanian o0il industry and the Russian government
as the parties work toward negotiated contracts this summer.

Your concerns were very much in mind during my discussions with
President Putin. I am convinced that, based on our talks,
President Putin understands clearly the importance the United
States attaches to ensuring stable and cooperative relations
between Russia and its neighbors, including in the Baltic
region. This issue, along with respect for democratic
principles and the success of economic reforms, will have a
direct impact on Russia’s international integration.

To underscore our support for Lithuania, Latvia, and Estonia, I
asked Deputy Secretary of State Strobe Talbott to represent the
United States at the meeting of the U.S.-Baltic Partnership
Commission in Tallinn. I welcome the reaffirmation at that
meeting of our common vision of a Europe whole and free, and of
our goal to jointly create conditions to complete the
integration of Lithuania, Latvia, and Estonia into European and
transatlantic institutions.

Again, thank you for your letter. I hope we will have a chance
to meet later this year.

Sincerely,

His Excellency

Valdas Adamkus

President of the Republic
of Lithuania

Vilnius
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THE WHITE HOUSE
WASHINGTON

June 22, 2000

ACTION ,QMM © (2000

MEMORANDUM FOR THE PRESIDENT

FROM: SAMUEL BERGERC{ o~
SUBJECT: Response to President Adamkus
Purpose

Respond to President Adamkus’ request that you raise Lithuanian
energy issues during your visit to Moscow.

Background

President Adamkus wrote you before your trip to Moscow to urge
that you ask Putin to facilitate commercial cooperation between
Russian energy companies and a U.S. firm, the Williams Company,
that is playing a major role in modernizing Lithania’s oil
industry. In fact, Williams has made progress in its
negotiations with the Russian energy giant, Lukoil, and recently
signed a protocol aimed at securing long-term crude oil supply
contracts needed to obtain financing for plant modernization.
Our Embassy in Moscow is facilitating contacts between Williams
and the Russian government as the parties work toward negotiated
contracts this summer, and Jim Steinberg recently advised the
Lithuanian foreign minister of our support.

Your response to Adamkus is a useful opportunity to reaffirm the
U.S. commitment to Baltic independence and to doing all we can
to promote stability and cooperation in Russia’s relations with
its neighbors.

RECOMMENDATION

That you sign the response to President Adamkus at Tab A.

Attachments
Tab A Response to President Adamkus
Tab B Incoming Correspondence

cc: Vice President

CLINTON LIBRARY PHOTOCOPY Chief of Staff






Dear Mr. President:

Thank you for your letter regarding my visit to Moscow. I
understand that Willdams—Lithuania‘s oil industry and Lukoil are |
making progress in their negotiations on long-term crude oil
supply contracts. We will continue to facilitate commercial
contacts between the Lithuanian oil industry Widliams—and the
Russian government as the parties work toward negotiated

contracts this summer.

Your concerns were very much in mind during my discussions with
President Putin. I am convinced that, based on our talks,
President Putin understands clearly the importance the United
States attaches to ensuring stable and cooperative relations
between Russia and its neighbors, including in the Baltic
region. This issue, along with respect for democratic
principles and the success of economic reforms, will have a
direct impact on Russia’s international integration.

To underscore our support for Lithuania, Latvia, and Estonia, I
asked Deputy Secretary of State Strobe Talbott to represent the
United States at the meeting of the U.S.-Baltic Partnership
Commission in Tallinn. I welcome the reaffirmation at that
meeting of our common vision of a Europe whole and free, and of
our goal to jointly create conditions to complete the
integration of Lithuania, Latvia, and Estonia into European and
transatlantic institutions.

Again, thank you for your letter. 1 hope we will have a chance
to meet later this year.

Sincerely,

His Excellency

Valdas Adamkus

President of the Republic
of Lithuania

Vilnius

CLINTON LIBRARY PHOTOCOPY
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THE WHITE HOUSE

WASHINGTON

Dear Mr. President:

Thank you for writing prior to my recent visit to Moscow. Your
y\concerns were very much in mind during my discussions with
L ';;bre31dent Putin. I am convinced that, based on our talks,
v,f\ { President Putin understands clearly the importance the United
/\ IK States attaches to ensuring stable and cooperative relations
Q between Russia and its neighbors, including in the Baltic
region. This issue, along with respect for democratic
principles and the success of economic reforms, will have a

dir% = i on Russia’s iﬁfé?nat%enalﬁgntegration.

glad that a U.S. firm is playing a major role in
Lithuania‘s energy sector. I understand that Williams and
Lukoil are making progress in their negotiations on long-term \“\\
ude oil supply contracts. We will continue to facilitate )
between Williams and the Russian government as the
parties wor tiate contracts this summer.
et
To underscore our supp/;t or Lithuania, Latvia and Estonia, I
asked Deputy Secretary’/Strobe Talbott to represent the United
States at the June 7 meeting of the U.S$S.-Baltic Partnership
Commission in Tallinn. I welcome the reaffirmation at that
meeting of our common vision of a Europe whole and free, and of
our goal jointly to create conditions to complete the
integration of Lithuania, Latvia and Estonia into European and
transatlantic institutions.

r

Again, thank you for your( helpfu) letter. I hope we will have a
chance to meet later this :7 -
—— e ———— -
S Sincerely,

®His Excellencaldas Adamkus

President of the Republic

of Lithuania
(EDVilnius

CLINTON LIBRARY PHOTOCOPY
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Norland, Richard B. (EUR) CLINTON LIBRARY PHOTOCQOPY

From: Norland, Richard B. (EUR)

Sent: Friday, May 26, 2000 4:55 PM

To: Davidson, Leslie K. (VP); Elkind, Jonathan H. (RUE); Duncan, John D. (INTECON/DOS)
Cc: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM [ESNFIDENTIAL]

my sense is that Strobe et al will make that point to the Russians on margins of summit.

——CQriginal Message~—

From: Davidson, Lestie K. (VP)

Sent: Friday, May 26, 2000 4:13 PM

To: Norland, Richard B. {(EURY); Eikind, Jonathan H. (RUE); Duncan, John D. {INTECON/DOS)
Ce: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM [COMFIDENRTIALT

Just to add more to this. When | was in Lithuania last weekend, | had a chance to talk to Williams reps directly. They
gave us a run-down of their most recent experiences; they're feeling cautiously positive these days. Real signal that
LukoilfMoscow has decided to suddenly piay ball will be coming up when next quarter's schedule for oil allocations
comes out (Lukoil is the controller of that schedule). If Williams/Butinge appear on the main schedule, then ail is ok
for now. If not, then they will be forced to buy oil on the spot market again to keep the refinery open. Ironically, the
most cost efficient way they've identified is not to buy North Sea crude (which one might guess because of
connections to BP-Amoco), but instead to buy oil from Ventspils in Latvia, ship it up, refine it, and ship it back.

ANYWAY  this is a long discourse to get to the point relevant to this thread. We asked them "what can we do to
help?” Their #1 wish was for John Baumgartner to get off the plane in Moscow right behind Bill Clinton. We expiained
there wasn't going to be a business delegation for the POTUS trip to Russia. #2 wish is for a sufficiently senior person
to utter talking points that essentially say: quit screwing around on this. you're aliowing a company to use ostensibly
"commercial" reasons to make a very heavy-handed political point.”

----0Original Message----
From: Norland, Richard B. (EUR)
Sent: Friday, May 26, 2000 2:55 PM

To: Elkind, Jonathan H. (RUE); Davidson, Leslie K. (VP): Duncan, John D. {INTECON/OQOS)
Cc: @BLINKEN

Subjact: RE: Foliow up to JBS meeting with Lithuanian FM [EONFIDENTIAL)

thanks. As it happens, Lithuanian Embassy has just delivered a letter from President Adamkus to POTUS urging
us to raise with Putin the issue of oil supplies that "have been interrupted for long periods for political rather than
commercial reasons” (copy being sent to you and John Duncan through the system). | have faxed it over to
State/Nordic-Baltic affairs for use in Strobe's discussions in Moscow. | don't believe it rises to POTUS talking point
level, particularly in wake of recent progress, but we'll aim to prepare a response to Adamkus following the
President's trip.

| still see value in trying to move Jim's letter, assuming we can get it signed before he flies out on Monday (may be
tough since he's away for the weekend). The POTUS response to Adamkus could be good follow-up.

-—Original Message——

From: Elkind, Jonathan H. (RUE)

Sent: Friday, May 26, 2000 10:35 AM

To: Norand, Richard B. (EUR): Davidson, Leslie K. (VP}); Duncan, John D. (INTECON/DOS)
Cc: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM [CONFIDENTFIAL)
Dick:

Sorry for slow response. Was on leave due to a family matter. | clear for RUE.

L DECLASSIFIED
PER E.O. 13526

1 201 - 03g4- M (( 1.3%)
KBH Lf23/2023



ogmaltessge e el INTON LIBRARY PHOTOCOPY

Sent: Monday, May 22, 2000 12:26 PM

To: Davidson, Leslie K. (VP); Elkind, Jonathan H. (RUE); Duncan, John D. (INTECON/DOS)
Cc: @BLINKEN

Subject: FW: Follow up to JBS meeting with Lithuanian FM [EONRDENTIAL)

This looks good to me.

Jon Elkind, John Duncan -- is this revised language OK with you too? If so, will move this version of the
letter forward to JBS. thanks.

—Original Message—-

From: Davidson, Leslie K. (VP)

Sent: Monday, May 22, 2000 12:16 PM

To: Norland, Richard B. (EUR)

Cc: @BLINKEN; Elkind, Jonathan H. (RUE)

Subject: FW: Follow up to JBS meeting with Lithuanian FM [GONFIBENTIAL]

Here are my suggested fixes, based on Friday's protocol signing.

What was Saudargas asking for, precisely? Certainly, it seems he would know as much about the deal as
anyone...

—Original Message—

From: Norland, Richard B. (EUR)

Sent: Monday, May 22, 2000 9:32 AM

To: Davidson, Leslie K. (VP); Hinckley, Steedman (VP); Elkind, Jonathan H. (RUE)
Cc: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM [SONFIDENTAL]

Leslie, the letter is still here -- Tony signed it out over the weekend but it had not left our office yet. Would
you like to propose some additions to the current version (attached)?

<< File; Steinberg-Saudargas.doc >>

—Original Message—

From: Davidson, Leslie K. (VP)

Sent: Monday, May 22, 2000 9:26 AM

To: Hinckley, Steedman (VP); Norland, Richard B. (EURY); Elkind, Jonathan H. (RUE)
Subject: RE: Follow up to JBS meeting with Lithuanian FM {GONMADENTIAL)

Has this letter gone? Williams just had a break-through on Friday -- we talked with them on Saturday.
They had specific requests vis-a-vis upcoming POTUS trip.

—Original Message—

From: Hinckley, Steedman (VP)

Sent: Friday, May 19, 2000 6:36 PM

To: Davidson, Leslie K. (VP)

Subject: FW: Follow up to JBS meeting with Lithuanian FM [GONFIDENTIALY

-----Original Message—

From: Norland, Richard B. (EUR)

Sent: Thursday, May 18, 2000 4:55 PM

To: Nortand, Richard B. (EUR); Elkind, Jonathan H. (RUE); Duncan, John D. (INTECON/DOS)
Cc: @!INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine

Subject: RE: Follow up to JBS meeting with Lithuanian FM{GBRHADERTIAT]

Jon, how about if | open the Williams "portion" of my letter by striking the current sentence saying
we're committed to the success etc., and substitute the following:

Given the size and importance of the Williams Company
investment, the United States is committed to making it
work to the benefit of all, including Lithuania.

—Original Message—
From: Norland, Richard B. (EUR)
2



Sent: Thursday, May 18, 2000 4:37 PM

To: Elkind, Jonathan H. (RUE); Duncan, John D. (INTECON/DOS)
Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine
Subject: RE: Follow up to JBS meeting with Lithuanian FM [CONRIBENFHALT

| fiddled with State's language a bit (I believe it came from Russ Trowbridge in EB) because it
was just all over the place -- but I'm happy to tone it back if you want. Here's what State sent
over to begin with:

Draft Letter for DAPNSA Steinberg to Lithuanian FM
Saudargas

Dear Mr. Minister:

I was glad to have the opportunity to meet with you
recently and discuss how we can advance our common Baltic
Partnership agenda. We agree that we have to help ensure
the profitability of the Williams Company investment if
it is to bring maximum economic and social benefits to
Lithuania. Obtaining financing for plant modernization
is complicated by the need for a long-term crude supply
contract. We have reiterated to the European Bank for
Reconstruction and Development (EBRD) our support for the
Williams project in general and the benefits it will
bring to your country. We understand Williams will
complete a business proposal and submit formal
applications to the EBRD and other financial institutions
in the near future, and we will follow the progress of
these proposals closely.

We also understand that Williams is currently negotiating
with Lukoil and Yukos for long-term supply contracts.

Our Embassy in Moscow is facilitating contacts between
Williams and the Russian Government in the hope that
mutually-beneficial agreements can soon be reached.

Given the size and importance of this investment, we are
committed to making it work to the benefit of all,
including Lithuania.

On World Trade Organization (WTO) accession, we stand by
President Clinton’s January 1998 commitment to facilitate
the integration of Lithuania into the WTO. We believe
that Lithuania is now very close to completing
negotiations, although your government’s position on
agricultural tariffs remains a problem for many member
countries, including, but not restricted to, the United
States. Your government’s March 30.offer made in Geneva
proposed higher tariffs, which we cannot accept at this
stage in the negotiations. I believe this issues can be
settled in a manner satisfactory to all countries if your
negotiators are given sufficient leeway to engage in the
give-and-take necessary to complete an accession package.
We sincerely hope that these issues can be resolved in
Geneva before too long, and we are working toward that
goal.

CLENTON LIBRARY PHOTOCOPY



Sincerely, etc.

Drafted:EUR/NB:DRLeader
\\SEUREXSNTSF\NB\SHARED FOLDERS\Baltics\Lithuania\LH -
Draft Letter for DAPNSA Steinberg 5-17-00.doc
Cleared:EUR/NB:DGraze

EB/TPP/BTA/DCT :Jspeck

EB/ESC:Rtrowbridge

EB/IFD/ODF:ELuftman

EUR/RUS: Pquanrud

E:Jkessler
USTR:CKlein

—0O0riginal Message—~—

From: Elkind, Jonathan H. (RUE)

Sent: Thursday, May 18, 2000 4:10 PM

To: Norland, Richard B. (EUR); Duncan, John D. (INTECON/DOS)

Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine
Subject: RE: Follow up to JBS meeting with Lithuanian FM {EENHADENTIAL]
Dick:

What part of State drafted this language on Williams? ...and who cleared?

I ask the question because the statement -- in writing -- that we are committed to the
success of Williams' investment takes us to what | believe is a new level in this matter.
LUKOil's actions cannot be interpreted as having been free of political muscle-flexing, and
that is bad medicine. But on the other hand Williams has at times been amateurish in
their actions. Are we sure we want Jim's name on the line so unambiguously???

Jon
-----Original Message-----
From: Norland, Richard B. (EUR)
Sent: Thursday, May 18, 2000 3:50 PM
To: Norland, Richard B. (EUR); Duncan, John D. (INTECON/DOS); Elkind, Jonathan H.
(RUE)
Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine
Subject: RE: Follow up to JBS meeting with Lithuanian FM [EONFIDENTIALY

State has produced a draft letter from Jim to the Lithuanian FM, following up on (a)
Williams and (b) WTO accession (language on the latter came from Cecelia Klein in
USTR).

I have tightened it up a bit and would appreciate your clearance by COB tomorrow if
possible. thanks.

<< File: Steinberg-Saudargas.doc >>

-—Original Message-~

From: Norland, Richard B. (EUR)

Sent: Friday, April 28, 2000 5:30 PM

To: Duncan, John D. (INTECON/DOS)

Cc: @INTECON - Economic Affairs; @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM {SONRNBENTIAL]

many thanks. will look for her paper once you get it.

—-Original Message~—

From: Duncan, John D. (INTECON/DOS)

Sent: Friday, April 28, 2000 5:15 PM

To: Norland, Richard B. (EUR)

Cc: @INTECON - Economic Affairs

Subject: RE: Follow up to JBS meeting with Lithuanian FM [CONFAIDERT AL}

CLENTON LIBRARY PHOTOCOPY



Dick,

On the Williams oil deal, first we have heard of it. We would also be
checking with State to see where they are so we have nothing to add at this
time.

On Lithuanian WTO accession, | called Cecilia Klein (395-9437) in the
WTO/Multilateral Affairs Office. | hit a raw nerve with that call. Botom line is
there is not much more we can do without Lithuania's help. Cecilia is not at
all happy with Lithuania or their negotiating tactics. She says that both
Larson and Eizenstat have essentially told them what they need to do is
make some difficult decisions and then be willing to negotiate. USTR is of
the view that their political people (President, Prime Minister, Foreign
Minister) need to give their negotiator some cover. Right now he is hanging
out there with some difficult agriculture interests ready to leap on him so he is
frozen in place. Cecilia thinks they are negotiating in the "Russian" mode and
are into high stakes brinksmanship so they are going to take it down to the
last minute. She thinks they are just yanking us around and trying to use their
small size to make us give them unilateral concessions that we have no
intention of providing. She thinks if they do not get it done this year it is
unlikely that they will any time soon because of the agriculture negotiations
starting in the WTO. | asked her to send me a one-pager on the problem that
we can pass to Jim.

John

—Original Message—

From: Norland, Richard B. (EUR)

Sent: Friday, April 28, 2000 3:54 PM

To: @INTECON - Economic Affairs; Duncan, John D. (INTECON/DOS)
Cc: @EUROPE - European Affairs; @RUSSIA - Russia/Ukraine
Subject: Follow up to JBS meeting with Lithuanian FMTCORPIDENTIRL)

John, not sure if Lithuania comes under your bailiwick or not, but there
were two follow up items to a meeting Jim Steinberg held yesterday with
the Lithuanian foreign minister, Algirdas Saudargas.

(1) Williams oil deal -- Jim wants to know whether the U.S. could
consider weighing in with the Russians in support of a long term supply
contract for the Williams refinery in Lithuania. | understand Al Larson has
been involved in this (he visited Lithuania April 6-7), and I've asked State
(EUR/NB) if the upshot of Al's meetings is that we are willing to weigh in
with Moscow on this -- but any info you have on this score would be
valuable.

(2) WTO membership for Lithuania -- Saudargas asked for U.S. support.
Jim responded that we want to be sure each new member gets it right,
we have concerns about Lithuania's agricultural sector, etc. -- but he has
asked us to look into whether there is anything more that could be done
to support Lithuania's bid. Should I talk to USTR, and if so, who?
thanks. Dick.

CLENTON LIBRARY PHOTOCOPY
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From: Noriand, Richard B. (EUR)

Sent: Friday, May 26, 2000 2:55 PM

To: Elkind, Jonathan H. (RUE); Davidson, Leslie K. (VP); Duncan, John D. (INTECON/DOS)
Ce: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM {CONFBENRTIALT

thanks. As it happens, Lithuanian Embassy has just delivered a letter from President Adamkus to POTUS urging us to
raise with Putin the issue of oil supplies that "have been interrupted for long periods for political rather than commercial
reasons” (copy being sent to you and John Duncan through the system). | have faxed it over to State/Nordic-Baltic affairs
for use in Strobe's discussions in Moscow. | don't believe it rises to POTUS talking point level, particularly in wake of
recent progress, but we'll aim to prepare a respanse to Adamkus following the President's trip.

| still see vaiue in trying to move Jim's letter, assuming we can get it signed before he flies out on Monday (may be tough
since he's away for the weekend). The POTUS response to Adamkus could be good follow-up.

- ,
GECLASSIFIED

——Original Message— P ER E.O. 13526_

From: Elkind, Jonathan H. (RUE) 201L- 0134~ M (1-35

Sent: Friday, May 26, 2000 10:35 AM '

To Norland, Richard B. (EURY); Davidson, Leslie K. (VP); Duncan, John D. (INTECON/DOS) KeW L/A3/2023

Cc: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM {cOMMBENTIAT]

Dick:

Sorry for slow response. Was on leave due to a family matter. | clear for RUE.

Jon

----- Original Message-----
From: Norland, Richard B. (EUR)
Sent:  Monday, May 22, 2000 12:26 PM
To: Davidson, Lestie K. (VP); Eikind, Jonathan H. (RUE); Duncan, John D. (INTECON/DOS)
Ce: @BLINKEN
Subject: FW: Follow up to JBS meeting with Lithuanian FM {CORFIDENTIATY

This looks good to me.

Jon Elkind, John Duncan -- is this revised language OK with you too? If so, will move this version of the letter
forward to JBS. thanks.

——~Original Message-----

From: Davidson, Lestie K. (VP)

Sent: Monday, May 22, 2000 12:16 PM

To: Norfand, Richard B. (EUR)

Cc: @BLINKEN; Elkind, Jonathan H. (RUE)

Subject: FW: Follow up to JBS meeling with Lithuanian FM{CONHBENT L]

Here are my suggested fixes, based on Friday's protocol signing.

What was Saudargas asking for, precisely? Certainly, it seems he would know as much about the deal as
anyone...

----Qriginal Message—

From: Norand, Richard B. (EUR)

Sent: Menday, May 22, 2000 9:32 AM

Teo: Davidson, Leslie K. (VP); Hinckley, Steedman (VP); Elkind, Jonathan H. (RUE)
Ce: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM{GONFBENTIAL)

Leslie, the letter is still here -- Tony signed it out over the weekend but it had not left our office yet. Would you like
1






progress of these proposals closely.

We also understand that Williams is currently negotiating with
Lukoil and Yukos for long-term supply contracts. Our Embassy
in Moscow is facilitating contacts between Williams and the
Russian Government in the hope that mutually-beneficial
agreements can soon be reached. Given the size and importance
of this investment, we are committed to making it work to the
benefit of all, including Lithuania.

On World Trade Organization (WTO) accession, we stand by
President Clinton’s January 1998 commitment to facilitate the
integration of Lithuania into the WTO. We believe that
Lithuania is now very close to completing negotiations,
although your government’s position on agricultural tariffs
remains a problem for many member countries, including, but
not restricted to, the United States. Your government’s March
30 offer made in Geneva proposed higher tariffs, which we
cannot accept at this stage in the negotiations. I believe
this issues can be settled in a manner satisfactory to all
countries if your negotiators are given sufficient leeway to
engage in the give-and-take necessary to complete an accession
package. We sincerely hope that these issues can be resolved
in Geneva before too long, and we are working toward that
goal.

Sincerely, etc.

Drafted:EUR/NB:DRLeader
\ \SEUREXSNTSF\NB\SHARED FOLDERS\Baltics\Lithuania\LH - Draft
Letter for DAPNSA Steinberg 5-17-00.doc
Cleared:EUR/NB:DGraze

EB/TPP/BTA/DCT:Jspeck

EB/ESC:Rtrowbridge

EB/IFD/ODF:ELuftman

EUR/RUS : Pquanrud

E:Jkessler
USTR:CKlein

—-Original Message—

From: Elkind, Jonathan H. (RUE)

Sent: Thursday May 18, 2000 4:10 PM

To: Norland, Richard B. (EUR); Duncan, John D. (INTECONIDOS)

Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine
Subject: RE: Follow up to JBS meeting with Lithuanian FM{EONRPIDENRTALT——
Dick:

What part of State drafted this language on Williams? ...and who cleared?

| ask the question because the statement -- in writing -- that we are committed to the success of
Williams' investment takes us to what | believe is a new level in this matter. LUKOil's actions
cannot be interpreted as having been free of political muscle-flexing, and that is bad medicine.
But on the other hand Williams has at times been amateurish in their actions. Are we sure we
want Jim's name on the line so unambiguously???

Jon

CLINTON LIBRARY PHOTOCORY



From: Norland, Richard B. (EUR)

Sent: Thursday, May 18, 2000 3:50 PM

To: Norland, Richard B. (EUR); Duncan, John D. (INTECON/DQS); Elkind, Jonathan H. (RUE)
Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine

Subject: RE: Follow up to JBS meeting with Lithuanian FM [CONFIBENTIAL)

State has produced a draft letter from Jim to the Lithuanian FM, following up on (a) Williams
and (b) WTO accession (language on the latter came from Cecelia Klein in USTR).

I have tightened it up a bit and would appreciate your clearance by COB tomorrow if possible.
thanks. :

<< File: Steinberg-Saudargas.doc >>

—~O0riginal Message--—

From: Norland, Richard B. (EUR)

Sent: Friday, April 28, 2000 5:30 PM

To: Duncan, John D. (INTECON/DOS)

Cc: @INTECON - Economic Affairs; @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM {SONADENRTIAL)

many thanks. will look for her paper once you get it.

—~Original Message-—-—-

From: Duncan, John D. (INTECON/DOS)

Sent: Friday, April 28, 2000 5:15 PM

To: Norland, Richard B. (EUR)

Cc: @!NTECON - Economic Affairs

Subject: RE: Follow up to JBS meeting with Lithuanian FM ({EONPDENTAL]
Dick,

On the Williams oil deal, first we have heard of it. We would also be checking
with State to see where they are so we have nothing to add at this time.

On Lithuanian WTO accession, | called Cecilia Klein (395-9437) in the
WTO/Multilateral Affairs Office. | hit a raw nerve with that call. Botom line is there is
not much more we can do without Lithuania's help. Cecilia is not at all happy with
Lithuania or their negotiating tactics. She says that both Larson and Eizenstat have
essentially told them what they need to do is make some difficult decisions and then
be willing to negotiate. USTR is of the view that their political people (President,
Prime Minister, Foreign Minister) need to give their negotiator some cover. Right now
he is hanging out there with some difficult agriculture interests ready to leap on him
so heis frozen in place. Cecilia thinks they are negotiating in the "Russian" mode
and are into high stakes brinksmanship so they are going to take it down to the last
minute. She thinks they are just yanking us around and trying to use their small size
to make us give them unilateral concessions that we have no intention of providing.
She thinks if they do not get it done this year it is unlikely that they will any time soon
because of the agriculture negotiations starting in the WTO. | asked her to send me
a one-pager on the problem that we can pass to Jim.

John

—~O0riginal Message—-

From: Norland, Richard B. (EUR)

Sent: Friday, April 28, 2000 3:54 PM

To: @INTECON - Economic Affairs; Duncan, John D. (INTECON/DOS)
Cc: @EUROPE - European Affairs; @RUSSIA - Russia/Ukraine
Subject: Follow up to JBS meeting with Lithuanian FM {SONHBENTIALT

John, not sure if Lithuania comes under your bailiwick or not, but there were two
follow up items to a meeting Jim Steinberg held yesterday with the Lithuanian
foreign minister, Algirdas Saudargas.

(1) Williams oil deal -- Jim wants to know whether the U.S. could consider

weighing in with the Russians in support of a long term supply contract for the

Williams refinery in Lithuania. | understand Al Larson has been involved in this
e visited Lithuania April 6-7), and I've asked State (EUR/NB) if the upshot of

CLINTON LIBRARY PHOTOCTRY



Al's meetings is that we are willing to weigh in with Moscow on this -- but any info
you have on this score would be valuable.

(2) WTO membership for Lithuania -- Saudargas asked for U.S. support. Jim
responded that we want to be sure each new member gets it right, we have
concerns about Lithuania's agricultural sector, etc. -- but he has asked us to look
into whether there is anything more that could be done to support Lithuania's bid.
Should | talk to USTR, and if so, who? thanks. Dick.

CLINTON LIBRARY PHOTOCORY



Norland, Richard B. (EUR)

From: Norland, Richard B. (EUR)

Sent: Monday, May 22, 2000 12:26 PM

To: Davidson, Leslie K. (VP); Elkind, Jonathan H. (RUE); Duncan, John D. (INTECON/DOS)
Cc: @BLINKEN

Subject: FW: Follow up to JBS meeting with Lithuanian FM {GONFBENTHAL]

Jon Elkind, Jo n — is this revised language OK with you too? If so, will move this version of the letter forward to
JBS. thanks.

-—Qriginal Message— : 280 %
From:g gD::wridson. Leslie K. (VP) DECLASOWD
Sent: Monday, May 22, 2000 12:16 PM PER E.Oc 13526
To: Norland, Richard B. (EUR) L0\L - 0384~ ™ (. 1.5‘(,)
Cc: @BLINKEN:; Elkind, Jonathan H.' (RL_JE) KEH © / 23 / 2013
Subject: FW: Follow up to JBS meeting with Lithuanian FM{GOMNRBENFIAL}

Here are my suggested fixes, based on Friday's protocol signing.
What was Saudargas asking for, precisely? Certainly, it seems he would know as much about the deal as anyone...

—Original Message——

From: Norland, Richard B. (EUR}

Sent; Monday, May 22, 2000 9:32 AM

To: Davidson, Lestie K. (VP); Hinckley, Steedman (VP); Elkind, Jonathan H. (RUE)
Cc: @BLINKEN

Subject: RE: Follow up to JBS meeting with Lithuanian FM {SONRNBENKAL]-

Leslie, the letter is still here -- Tony signed it out over the weekend but it had not left our office yet. Would you like to
propose some additions to the current version (attached)?

) H' .
(W)
Sleinberg-Saudargss.d

oc

—-Original Message——

From: Davidson, Leslie K. (VP)
Sent: Monday, May 22, 2000 9:26 AM
To: Hinckley, Steedman (VP); Norland, Richard B. (EURY); Elkind, Jonathan H. (RUE)

Subject: RE; Foliow up to JBS meeting with Lithuanian FM [GONFIBENTIAEP

Has this letter gone? Williams just had a break-through on Friday -- we talked with them on Saturday. They had
specific requests vis-a-vis upcoming POTUS frip.

—Original Message—

From: Hinckiey, Steedman (VP)

Sent: Friday, May 19, 2000 6:36 PM

To: Davidson, Leslie K. (VP)

Subject: FW: Follow up to JBS meeting with Lithuanian FM [cONRNBENFIAL]

----- Qriginal Message-—--

From: Norland, Richard B. (EUR)

Sent:  Thursday, May 18, 2000 4:55 PM

To: Norland, Richard B. {EUR); Elkind, Jonathan H. (RUE); Duncan, John D, (INTECON/DOS)
Ce! @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russla/Ukraine

Subject: RE: Follow up to JBS meeting with Lithuanian FM {SONPIDENTIALY

Jon, how about if | open the Williams "portion" of my letter by striking the current sentence saying we're committed
to the success etc., and substitute the following:
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Given the size and importance of the Williams Company investment,
the United States is committed to making it work to the benefit of
all, including Lithuania.

—-Original Message——

From: Norland, Richard B. (EUR)

Sent: Thursday, May 18, 2000 4:37 PM

To: Elkind, Jonathan H. (RUE), Duncan, John D. (INTECON/DOS)

Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine
Subject: RE: Foliow up to JBS meeting with Lithuanian FM [CONHDENTIAL)

| fiddled with State's language a bit (I believe it came from Russ Trowbridge in EB) because it was just all over
the place -- but I'm happy to tone it back if you want. Here's what State sent over to begin with:

Draft Letter for DAPNSA Steinberg to Lithuanian FM Saudargas

Dear Mr. Minister:

I was glad to have the opportunity to meet with you recently and
discuss how we can advance our common Baltic Partnership agenda.

We agree that we have to help ensure the profitability of the
Williams Company investment if it is to bring maximum economic and
social benefits to Lithuania. Obtaining financing for plant
modernization is complicated by the need for a long-term crude
supply contract. We have reiterated to the European Bank for
Reconstruction and Development (EBRD) our support for the Williams
project in general and the benefits it will bring to your country.
We understand Williams will complete a business proposal and submit
formal applications to the EBRD and other financial institutions in
the near future, and we will follow the progress of these proposals
closely.

We also understand that Williams is currently negotiating with
Lukoil and Yukos for long-term supply contracts. Our Embassy in
Moscow is facilitating contacts between Williams and the Russian
Government in the hope that mutually-beneficial agreements can soon
be reached. Given the size and importance of this investment, we
are committed to making it work to the benefit of all, including
Lithuania.

On World Trade Organization (WTO) accession, we stand by President
Clinton’s January 1998 commitment to facilitate the integration of
Lithuania into the WTO. We believe that Lithuania is now very
close to completing negotiations, although your government’s
position on agricultural tariffs remains a problem for many member
countries, including, but not restricted to, the United States.
Your government’s March 30 offer made in Geneva proposed higher
tariffs, which we cannot accept at this stage in the negotiations.
I believe this issues can be settled in a manner satisfactory to
all countries if your negotiators are given sufficient leeway to
engage in the give-and-take necessary to complete an accession
package. We sincerely hope that these issues can be resolved in
Geneva before too long, and we are working toward that goal.

Sincerely, etc.
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Drafted:EUR/NB:DRLeader
\\SEUREXSNTSF\NB\SHARED FOLDERS\Baltics\Lithuania\LH - Draft Letter
for DAPNSA Steinberg 5-17-00.doc

Cleared:EUR/NB:DGraze
EB/TPP/BTA/DCT:Jspeck
EB/ESC:Rtrowbridge
EB/IFD/ODF:ELuftman
EUR/RUS : Pquanrud
E:Jkessler
USTR:CKlein
—Original Message—
From: Elkind, Jonathan H. (RUE)
Sent: Thursday, May 18, 2000 4:10 PM
To: Norland, Richard B. (EUR); Duncan, John D. (INTECON/DOS)
Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine
Subject: RE: Follow up to JBS meeting with Lithuanian FM {GONFIDENTIAE]
Dick:

What part of State drafted this language on Williams? ...and who cleared?

| ask the question because the statement -- in writing -- that we are committed to the success of Williams'

investment t

akes us to what | believe is a new level in this matter. LUKOIl's actions cannot be interpreted

as having been free of political muscle-flexing, and that is bad medicine. But on the other hand Williams

has at times

been amateurish in their actions. Are we sure we want Jim's name on the line so

unambiguously???

Jon

----- Original Message-----

From:
Sent:
To:

Cc:
Subject:

Norland, Richard B. (EUR)

Thursday, May 18, 2000 3:50 PM

Norland, Richard B. (EUR); Duncan, John D. (INTECON/DQS); Elkind, Jonathan H. (RUE)
@INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine

RE: Follow up to JBS meeting with Lithuanian FM [€ONPIDENTIALT

State has produced a draft letter from Jim to the Lithuanian FM, following up on (a) Williams and (b)
WTO accession (language on the latter came from Cecelia Klein in USTR).

| have tightened it up a bit and would appreciate your clearance by COB tomorrow if possible. thanks.

<<

File: Steinberg-Saudargas.doc >>

—~Original Message—

From: Norland, Richard B. (EUR)

Sent: Friday, April 28, 2000 5:30 PM

To: Duncan, John D. (INTECON/DOS)

Cc: @INTECON - Economic Affairs; @BLINKEN

Subject: - RE: Follow up to JBS meeting with Lithuanian FM-{COMHDENTIAL]

many thanks. will look for her paper once you get it.

—~Original Message—

From: Duncan, John D. (INTECON/DOS)

Sent: Friday, April 28, 2000 5:15 PM

To: Norland, Richard B. (EUR)

Cc: @INTECON - Economic Affairs

Subject: RE: Follow up to JBS meeting with Lithuanian FM {GONFBENHAL}
Dick,

On the Williams oil deal, first we have heard of it. We would also be checking with State
to see where they are so we have nothing to add at this time.
On Lithuanian WTO accession, | called Cecilia Klein (395-9437) in the WTO/Multilateral
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Affairs Office. | hit araw nerve with that call. Botom line is there is not much more we can
do without Lithuania's help. Cecilia is not at all happy with Lithuania or their negotiating
tactics. She says that both Larson and Eizenstat have essentially told them what they need
to do is make some difficult decisions and then be willing to negotiate. USTR is of the view
that their political people (President, Prime Minister, Foreign Minister) need to give their
negotiator some cover. -Right now he is hanging out there with some difficult agriculture
interests ready to leap on him so he is frozen in place. Cecilia thinks they are negotiating in
the "Russian" mode and are into high stakes brinksmanship so they are going to take it down
to the last minute. She thinks they are just yanking us around and trying to use their small
size to make us give them unilateral concessions that we have no intention of providing. She
thinks if they do not get it done this year it is unlikely that they will any time soon because of
the agriculture negotiations starting in the WTO. | asked her to send me a one-pager on the
problem that we can pass to Jim.

John
—0Original Message—
From: Norland, Richard B. (EUR)
Sent: : Friday, April 28, 2000 3:54 PM
To: @INTECON - Economic Affairs; Duncan, John D. (INTECON/DOS)
Cc: @EUROPE - European Affairs; @RUSSIA - Russia/Ukraine
Subject: Follow up to JBS meeting with Lithuanian FM [EORFIDENTIAL)

John, not sure if Lithuania comes under your bailiwick or not, but there were two follow up
items to a meeting Jim Steinberg held yesterday with the Lithuanian foreign minister,
Algirdas Saudargas.

(1) Williams oil deal -- Jim wants to know whether the U.S. could consider weighing in
with the Russians in support of a long term supply contract for the Williams refinery in
Lithuania. | understand Al Larson has been involved in this (he visited Lithuania April 6-
7), and I've asked State (EUR/NB) if the upshot of Al's meetings is that we are willing to
weigh in with Moscow on this -- but any info you have on this score would be valuable.

(2) WTO membership for Lithuania -- Saudargas asked for U.S. support. Jim responded
that we want to be sure each new member gets it right, we have concerns about
Lithuania's agricultural sector, etc. -- but he has asked us to look into whether there is
anything more that could be done to support Lithuania's bid. Should | talk to USTR, and if
so, who? thanks. Dick.
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discuss how we can advance our common Baltic Partnership agenda.

We agree that we have to help ensure the profitability of the
Williams Company investment if it is to bring maximum economic and
social benefits to Lithuania. Obtaining financing for plant
modernization is complicated by the need for a long-term crude
supply contract. We have reiterated to the European Bank for
Reconstruction and Development (EBRD) our support for the Williams
project in general and the benefits it will bring to your country.
We understand Williams will complete a business proposal and submit
formal applications to the EBRD and other financial institutions in
the near future, and we will follow the progress of these proposals
closely.

We also understand that Williams is currently negotiating with
Lukoil and Yukos for long-term supply contracts. Our Embassy in
Moscow is facilitating contacts between Williams and the Russian
Government in the hope that mutually-beneficial agreements can soon
be reached. Given the size and importance of this investment, we
are committed to making it work to the benefit of all, including
Lithuania.

On World Trade Organization (WTO) accession, we stand by President
Clinton’s January 1998 commitment to facilitate the integration of
Lithuania into the WTO. We believe that Lithuania is now very
close to completing negotiations, although your government’s
position on agricultural tariffs remains a problem for many member
countries, including, but not restricted to, the United States.
Your government’s March 30 offer made in Geneva proposed higher
tariffs, which we cannot accept at this stage in the negotiations.
I believe this issues can be settled in a manner satisfactory to
all countries if your negotiators are given sufficient leeway to
engage in the give-and-take necessary to complete an accession
package. We sincerely hope that these issues can be resolved in
Geneva before too long, and we are working toward that goal.

Sincerely, etc.

Drafted:EUR/NB:DRLeader
\\SEUREXSNTSF\NB\SHARED FOLDERS\Baltics\Lithuania\LH - Draft Letter
for DAPNSA Steinberg 5-17-00.doc
Cleared:EUR/NB:DGraze

EB/TPP/BTA/DCT:Jspeck

EB/ESC:Rtrowbridge

EB/IFD/ODF:ELuftman

EUR/RUS : Pquanrud

E:Jkessler
USTR:CKlein

—Original Message—-

From: Elkind, Jonathan H. (RUE)

Sent: Thursday, May 18, 2000 4:10 PM

To: Norland, Richard B. (EURY); Duncan, John D. (INTECON/DOS)

Cc: @INTECON - Economic Affairs; @BLINKEN; @RUSSIA - Russia/Ukraine
Subject: RE: Follow up to JBS meeting with Lithuanian FM {GONFIOENTIAR}
Dick:
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SENSITIVE BUT UNCLASSIFIED
) March 16, 2000

MEMORANDUM

FROM: EB/ESC/EPC - Russ Trowbridge

T0a The Files
SUBJECT: Update on Williams project in Lithuania

On March 15, I had a conference call with Randy Majors
(Williams Project Manager for Lithuania) and Glenn Jackson

(Williams Rep, Washington) to get an update on Williams®
status in Lithuania.

Yukos:

Williams has been in discussions with Yukos for the past 18
months concerning their interest in acquiring a 10% equity
in the refinery (Mazeikiu Nafta - MN). Yukos claims that if
they obtain an equity position, Russian law guarantees their
right to ship to the refinery. Williams has accepted this
assertion at face without additional checking or analysis.

Majors described the Williams/Yukos discussions as straight
forward with no hidden agenda, based on a profit motive. If
the price is right, the two sides will probably cut a deal.
Majors predicted the sides would reach agreement soon
because Yukos is realistic and the gap between the bid/offer
proposals is narrow at this point. Williams Intl President
Bumgartner and MN President Hunkus will meet with Yukos
Friday March 17 to see how close they are to an agreement.

A key part of the element would be that Lukoil provide 1.7
million tons of crude to the refinery annually, out of a
total refining capacity of 16 million tons once the refinery
is upgraded. While this is only about 10 percent of the
refinery's total needs, Williams sees it has very
significant because it would break the stranglehold that
Lukoil has on shipments to Lithuania under the current
coordination system.

Asked about the role of the GOL in the negotiations on an
equity position for Yukos, Majors said the GOL was on board
in principle and Williams was keeping the GOL fully in the
loop. Williams would recommend to the GOL the terms it
would like for Yuko's participation and Williams would be in
the lead on negotiations. (Yukos equity position would be
transferred from the GOL's owernship interest, but would
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reduce the maximum equity position that Williams could
acquire in the future.)

Williams had told Lukoil about its intentions to negotiate

an equity position with Yukos, and Lukoil voiced "no major
objections."

Buying oil from Yukos

Majors said that Williams had been '"playing it soft" in
their overall business relationship with Yukos (i.e., no
hardball tactics), which includes contracting for crude

supplies in addition to the negotiations for an equity
position.

However, Yukos was frustrated on the crude supply
negotiations because Williams was playing them off against
Sibneft as a supplier; and this was transparent. '

Sibneft and the Butinge Terminal

I asked about the Sibneft contract that had just been
announced. (See below.) Majors said the press item was
accurate. He also noted that March for the first time
Butinge had been offered more oil than it could handle.

A benchmark would be set in two weeks when Butinge would
ship its one millionth ton of o0il from the commencement of
operations.

Sibneft To Export Crude Through Butinge

VILNIUS, Mar 14, 2000 -- (Reuters) Russian oil company
Sibneft is planning to export some 75,000 metric tons of
crude through Lithuania's Butinge o0il terminal starting
March 25, daily Lietuvos rytas reported on Tuesday.

Sibneft would be the third Russian oil company that will
export crude through Butinge, a part of local Mazeikiu Nafta
0il concern, one third owned and operated by U.S. Williams
International , the newspaper said.

The land-based Butinges terminal with a floating buoy has an
annual capacity to export annually eight million metric tons
of crude and currently has agreements to handle some 4.8

million metric tons this year, the newspaper gquoted unnamed
sources as saying.
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E

Relationship with Lukoil

The relationship with Lukoil remains problematic. A Sibneft
source characterized as reliable told Majors that they had

been warned off of doing business with Lithuania. (Majors
said the warning had come from either Lukoil or the Ministry
of Fuels and Energy -- he did not know which.)

Despite Lukoil's hardball tactics, Williams is attempting to
maintain good relations with Lukoil based on the reality
that Lukoil is the "big fish" in the region and the largest
potential supplier for the refinery.

Williams' has attempted to make it clear within the region
that their business plan does not include freezing out the
Russians. As a result, they have taken several steps that
have generated criticism against them in.Lithuania
including:

a) signing an agreement to supply Lukoil's gas station
network (Lukoil Baltica); and

b) agreeing to resupply Kaliningrad with fuel.

Majors said there were a number of cries to apply tactics
that Lukoil would have used -- cut off the gas stations and
Kaliningrad. RussiLithuanian press got flack.

Game plan is not to block out Russians. Should have just
cut off stations. '

Proposal for a New Russian Refinery in Latvia

I asked whether the report of a new Russian oil refinery in

Latvia was a pressure tactic on Williams to cut a deal with
Lukoil.

(Note: See press release below. MN is currently the only

refinery in the Baltic States and furnishes all three
markets.)

Majors said he had heard about the proposal several weeks
ago. The number don't add up -- it made no sense for a
small refinery (40,000 bpd) to attempt competing with MN
(four or five times larger) on price terms. While he did
not rule out the possibility that an investor might step
forward, he noted that any competent investor would be well
aware that he was probably writing off $200 million.
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Furthermore, nobody seems to be aware of this project. The
Latvian Minister of the Economy said it was news to him, and
a senior Williams contact in the Russian oil and gas '
federation (who should have know about it) said he was
unaware of it.

Russian 0il Companies Consider Latvian Refinery, Interfax
Says

Moscow, March 15 (Bloomberg) -- Russian oil companies are
in talks with Latvian authorities over construction of a
$200 million refinery in Latvia, Russian news agency
Interfax reported, citing Aivar Lemberg, the mayor of
Ventspils without elaborating on the negotiations'
participants. The refinery will have 2 million tons of oil
processing capacity. The refinery's oil products would be
marketed locally and in the Kaliningrad region in Russia,
the agency said.
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