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Amid Sanctions and Defections, International
Law Firms Hang On in Moscow
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Moscow’s tight-knit elite legal community got a
jolt last September, when a high-billing team set
out from Akin Gump Strauss Hauer & Feld to start
their own boutique. U.S. sanctions on Russia had
helped prompt rainmaker Ilya Rybalkin and his
colleague Suren Gortsunyan to launch Rybalkin,
Gortsunyan & Partners, courting major clients that
had traditionally stuck with international law firms
for critical matters tied to the country.

But even as the geopolitical environment remains
unsettled, with the U.S. imposing additional sanc-
tions in August, international shops are finding
ways to hang on in the country. And while some
up-and-coming Russian lawyers have found new
homes, no one has yet attempted to replicate the
Rybalkin Gortsunyan model.

Rybalkin, a disputes specialist who reportedly
brought in $20 million in his final full year at Akin
Gump, and Gortsunyan, who does corporate work,
reported a strong first year after founding the firm
with 11 other attorneys. The firm now boasts 22
fee earners, and according to Rybalkin, the firm has
been entrusted to handle disputed with a combined
value of $4.3 billion.

“We maintain our focus,” he said. “From scratch, we
decided to build up our international disputes capabili-
ties, working for oligarchs and Russian majors.”

Work continues on behalf of Rybalkin’s long-
time clients conglomerate Renova, controlled by
oligarch Viktor Vekselberg and Russian oil and gas
company Tatneft.

Moscow, Russia.

The firm has also ventured into Russian bank-
ruptcy and disputes work that’s complementary to
international disputes. And it’s drawing sanctions
and compliance mandates, while the corporate
practice has advised on two major transactions in
the mining sector.

“What we're proud of is that we’ve been able to
maintain the same caliber of clients and the same
level of complexity of the work we have done his-
torically in the new firm,” Gortsunyan said.

The growing head count also demonstrates that
the firm has established itself as an appealing place
to work for rising attorneys and other professionals,
including a former Dechert associate who handles
domestic disputes and a senior adviser who previ-
ously advised oil and gas companies as the leader
of Ernst & Young’s international tax practice in
Moscow.
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And it puts them right around the 20 attorney
“threshold” that several observers of the Russian
market have said is necessary to compete in the
country. Of the roughly 30 international firms with
a presence in Moscow, 14 currently have 20 or more
attorneys.

No Exits

Even after successive rounds of sanctions—follow-
ing the invasion of Crimea in 2014; then in April
2018, over meddling in the 2016 U.S. elections;
and then this August, responding to the nerve
agent attack last year against a former Russian spy
in Britain—no international firms have exited Rus-
sia since Orrick, Herrington & Sutcliffe left in early
2018.

That’s not to say that it’s been easy going.

“It’s a challenging market,” said Sebastian Rice,
partner-in-charge of Akin Gump’s London office,
who formerly headed the firm’s Moscow office. His
firm lists 17 attorneys affiliated with Moscow, with
Rice and two others also tied to London.

“It never helps when a country is subject to sanc-
tions, and it makes business more iffy,” he added.

Rice said the firm’s office, while on the small side,
succeeds through its long-running ties to clients,
having first opened in the country in 1994. And
while sanctions have certainly kneecapped demand
in certain areas, most prominently, international
financing, work tied to compliance is flourishing.

“We have partners from Hong Kong to the Middle
East to London to the U.S. advising as to Russia
for sanctions issues for Russian and international
clients,” he said.

Sanctions work is also keeping overall demand
steady for Hogan Lovells’ Moscow office, said manag-
ing partner Oxana Balayan, where head count has also
been stable with three partners and 45 fee earners.

“Overall our strategy has been to watch how
things develop politically, keep the size that we
have, and continue to focus on our strengths,” she
said, identifying litigation, mergers and acquisitions,
and intellectual property work.

Baker McKenzie, the first Western law firm to
arrive in Moscow in 1989, has also managed to
keep its numbers even. With 113 partners and
associates, according to the firm, it’s among the
largest international players in the market, along-
side Dentons

According to Sergei Voitishkin, Moscow manag-
ing partner, that longevity means that the firm has
been through crises before. It used the 1998 finan-
cial crisis to pick up substantial talent, and since
then has succeeded in advancing young attorneys.

“We've been promoting people and enabling
them to focus on areas that arouse interest,” he said.
“That has made us very stable and successful in the
current tough market.”

International firms, even those with long-running
local experience, also continue to face competition
from established Russian firms, which are widely
considered to be increasing their capabilities.

“The quality of offerings at domestic firms is
increasingly good,” Rice said, adding the caveat that
in areas like international trade, firms like Akin
Gump aren’t competing with local players.

Vassily Rudomino, the co-founding partner of one
of those firms, 100-lawyer Alrud, sees the interna-
tional firms that are staying afloat in the difficult
environment as distinguished by a strong Russian
client base and strong Russian partners.

Rudomino cited the high costs of keeping compli-
ant with the growing roster of sanctions, which he
estimated at as much as $7 million a year. Beyond
that, he says that he’s been fielding increasing
inquiries from clients who are frustrated with the
length of time it takes international firms to confirm
whether or not they can take a matter.

“The final approval is not in Moscow but in the
U.S., where the head of legal is sitting and verify-
ing whether a new engagement is compliant from a
sanctions point of view or not,” he said.

Rudomino also sees an increasing number of attor-
neys looking to leave international firms, particu-
larly the smaller ones.




“We see quite often now inquires from headhunt-
ers,” he said. But attorneys used to working for top
brands also find it difficult to move to Russian firms
that lack the same historic prestige, even if they may
be narrowing the gap. The majority of those leaving
smaller international firms are either going in house
or joining larger firms like Dentons and DLA Piper.

Meanwhile, Balayan at Hogan Lovells said that
the example of Rybalkin Gortsunyan has actually
illustrated the challenge that upstarts face.

“When it comes to sophisticated legal services of
the type that Rybalkin is trying to promote, Rus-
sians are used to looking at international experts,”
she said. “It’s difficult to sell just a Russian firm for
that.”

Balayan said that while the strategy of becoming
the primary choice for large Russian corporations
hasn’t necessarily worked according to plan, the
firm is seizing opportunities by servicing the clients
of prestige players that are not in Russia.

Rybalkin did acknowledge this work. “New York
and Russian firms told us that our expertise and
quality of people is unique for the Russian firms,”
he said. “They are desperate to find lawyers in Rus-
sia that could be viewed as their peers in terms of
experience, working ethics and morale.”

And Balayan conceded there was a place for the
new firm, naming it in the same sentence as Alrud.
"I think Rybalkin will have their niche,” she said.

Regulatory Reforms?

Beyond market dynamics, there’s another source
of uncertainty for corporate lawyers in the country.
Several years ago, the Russian Ministry of Justice
first expressed interest in reforming the regulation
of the legal profession.

Presently, only the roughly 75,000 “advokats” in
the country—a designation comparable to the Eng-
lish “barrister”—are subject to regulatory authority.
All other legal professionals are exempt.

Draft regulations were released in October 2017,
and they included a provision—alarming to interna-
tional firms—that would prohibit direct control of
Russian firms by non-advocates, including foreign-
ers. But resistance followed, and plans for change
were put on hold.

According to Balayan, her firm and others played
a key role in pushing back against any changes.

“International firms united their forces to explain
how negatively it would affect Russian companies,
and Russian companies supported that,” she said.

But players in the market are at odds on what
comes next. According to Balayan, there’s “abso-
lutely” no sign of the plans being revived. “Obvi-
ously, the government has other priorities at the
moment.”

However, Rudomino said that the regulation
requiring action on the subject is still on the books.
To forestall the prospect of any change, he said it
would be necessary to amend the program approved
by Prime Minister Dmitry Medvedev.

“They cannot just drop it,” Rudomino said, adding
that he expects to hear more by the end of 2019.

Voitishkin is on the same page, noting that at a
legal forum this spring, officials from the Ministry of
Justice said that reforms will go ahead and happen as
planned. All that is necessary at this point, he said,
is for the rule to be amended and then parliamen-
tary action.

“We will have to become advocates,” he said. “I
expect that to happen close to the year end, to be
honest.”
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