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In 2007, corrupt Russian officials stole $230m 
of taxes paid by the Hermitage Fund

The Fraud against HSBC and Hermitage
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Sergei Magnitsky discovered the crime and 
exposed the officials involved

Sergei Magnitsky

Testimony to the Russian State Investigative Committee,  5 
June and 7 October 2008

Interior Ministry officer Lt 
Col Artyom Kuznetsov

Interior Ministry Officer Major 
Pavel Karpov

Victor Markelov

Source: Magnitsky Testimony, 7 October 2008- http://russian-untouchables.com/docs/D65.pdf

Vyacheslav Khlebnikov

“The facts stated above show that the powers of attorneys 
issued by legitimate directors of [Hermitage Fund companies] 
…were used to protect the interests of the companies… and to 
expose the theft of budget funds in the amount exceeding 5 
(five) billion roubles [US$230 million], which was clearly 
committed by the same group of persons who used the illegal 
re-registration of OOO Parfenion, Mahaon and Rilend and 
claims against these companies as an instrument to perpetrate 
the theft of budget funds.” 

“Seals of [Hermitage Fund companies] were seized by the 
Moscow Branch of the Interior Ministry on 4 June 2007.”

Valery Kurochkin

“Powers of attorneys could not have been issued by 
Markelov, Khlebnikov and Kurochkin legitimately.”

“I confirm my testimony from 5 June 2008 (“Taxes paid by 
[Hermitage Fund companies] were very significant which 
caused an interest from the police officers.)”
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Report on Use of Handcuffs

Source: Reports on use of handcuffs and rubber baton, 16 November 2009, Moscow Public Oversight Commission Report, Testimony by Dr Kornilov, Civilian Emergency 
Doctor (8 Dec 2009)

Signed by: D.F. Markin [sic], 

Witnesses: A.E. Larin, P.V. Borovkov

Signed by: O.G. Kuznetsov
Sanctioned: F. Tagiev

Sanctioned: F. Tagiev

Magnitsky was beaten 
in an isolation cell on 
16 November 2009

Report on Use of Rubber Baton

On November 16, 2009, Sergei Magnitsky
was killed in police custody
On 16 November 2009, a team of 8 riot troopers placed him in an 
isolation cell, handcuffed him to a bed and beat him with rubber batons

On 16 November 2009 Dr Kornilov, a civilian 
emergency doctor, was finally let into the cell where 
Magnitsky was beaten and found  him dead on the 
floor, with bruises on his wrists from the handcuffs

“I was shocked to find the 
patient not in a hospital 

room, but in a regular cell, 
on the floor dead”
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After Sergei Magnitsky’s murder, we began a 
“Campaign for Justice”

Sergei Magnitsky
Justice 

Campaign

Who got the $230m 
that Sergei Magnitsky
exposed?

Magnitsky Act
- Freezing Assets
- Banning visas

Political Justice Criminal Justice
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The first break came from a Russian whistleblower in 
London named Alexander Perepilichny

Alexander 
Perepilichny

“Magnitsky’s death was shocking. 
Every Russian accepts corruption 
but torturing an innocent man to 
death is crossing the line”

Statement made by Alexander Perepilichny to 
Jamison Firestone at the Westbury Hotel Bar in 
London, summer 2010



7Source: Criminal Complaint filed by Hermitage with the Swiss authorities http://russian-untouchables.com/rus/docs/MicklethwaiteLetterJan282010.pdf 

Perepilichny provided Swiss bank documents 
showing who benefitted from the crime 

US$230 million fraud

Swiss bank 
accounts

Vladlen Stepanov, 
husband of Olga 

Stepanova

Olga Stepanova, tax official 
who approved part of the 

fraudulent US$230 million 
tax refund

The documents showed that Olga Stepanova’s husband, the tax officer who 
approved the illegal tax refund, received $11.7 million at Credit Suisse 
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In 2011, in response to the Hermitage complaint, the Swiss 
authorities froze Stepanov’s accounts at Credit Suisse

Source: Barron’s, 16 April 2011, Crime and Punishment in Putin's Russia, http://online.barrons.com/article/SB50001424052970204569604576259313266852054.html; Russian 
Accounts Frozen at Credit Suisse, 5 May 2011, http://online.barrons.com/article/SB50001424052970203390704576305372800050168.html

The Office of 
Attorney General in 

Switzerland
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On November 10, 2012, Alexander 
Perepilichnyy was found dead in Surrey
Alexander Perepilichnyy was found dead on a road near his house in 
Surrey, UK. He was 44 years old*

Alexander Perepilichnyy

Source: Reuters distributed image, http://www.standard.co.uk/news/crime/security-services-aid-police-in-russian-death-probe-8368247.html; http://www.bbc.co.uk/news/uk-20526631;

http://www.dailymail.co.uk/news/article-2239608/Russian-supergrass-Alexander-Perepilichnyy-44-dead-outside-leafy-Surrey-mansion.html

* - Andrey Pavlov, consigliore of the Klyuev Organise Crime Group, travelled to meet Perepilichnyy and to make threats against him to pursue  Perepilichnyy to withdraw his accusations against  
Stepanov and the Klyuev Organised Crime Group on  the following dates: in  Oct 2011 in Switzerland, May 2012 in London
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In 2012, Hermitage identified $50m in illicit funds 
wired from Russia to Moldova connected to the crime
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In 2012 OCCRP identified where the money went 
after Moldova
Hermitage filed criminal money laundering complaints which resulted in criminal cases 
being opened in Cyprus, Lithuania, Latvia, Estonia and Moldova

Source: Following The Magnitsky Money, by OCCRP, https://reportingproject.net/occrp/index.php/en/ccwatch/cc-watch-indepth/1619-a-convoluted-money-trail

$230 Million

Cyprus Estonia Latvia Lithuania

Moldova
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Source: United States of America v. Prevezon Holdings Ltd. et al, 1_13-cv-06326, No. 174 First Amended Complaint (S.D.N.Y. Nov. 5, 2014) and second Amended complaint  (S.D.N.Y. 
Oct. 23, 2015)

Son of High ranking 
official Pyotr Katsyv

In 2012 Barrons Magazine and OCCRP traced US$ 2.1m to the 
US, belonging to the family of a Russian government official
Hermitage filed a complaint with the US Department of Justice that the stolen money 
was used to buy Manhattan real estate
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Source: United States of America v. Prevezon Holdings Ltd. et al, 1_13-cv-06326, No. 762  - Stipulation and Order (S.D.N.Y. March 8, 2018)

Denis Katzyv
Son

Eventually the Russian official’s family paid the US 
government $6 million to settle the case 
This was 3 times of the amount of laundered money identified by the US Department of 
Justice

The Settlement agreement … 
required Prevezon [the Defendant] 

to make a payment of 
$5,896,333.65 to settle this case

Pyotr Katzyv
High Ranking 

Russian Official
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The Katsyv family also had their money frozen in 
Switzerland (2012) and the Netherlands (2017)
In response to Hermitage criminal complaints on money laundering, further criminal 
investigations were launched in Switzerland and the Netherlands in relation to assets 

Switzerland Netherlands

owned by the son of Petr 
Katsyv, Vice-President 
of Russian Railways

($7.8m frozen) (€3m frozen)
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In 2015, authorities in France, Luxembourg and Monaco 
froze a further $10 million connected to the Magnitsky case 
in response to Hermitage complaints

Source: Council of Europe Report, 27 January 2014, “Refusing Impunity for the Killers of Sergei Magnitsky”

Monaco Luxembourg

$10 Million 
Were Frozen
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In 2018, Hermitage identified 21 accounts at Danske bank 
involved in laundering proceeds of the $230m fraud
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These 21 accounts at Danske bank laundered over 
$9 billion in total

Source:  https://www.berlingske.dk/virksomheder/english-version-new-data-leak-reveals-far-bigger-extent-of-money-laundering

Hermitage filed complaints with Danish and Estonian authorities who then opened 
criminal investigations into money laundering

EstoniaDenmark
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In spite of successes, several EU countries refused 
to open investigations

Source:  https://www.berlingske.dk/virksomheder/english-version-new-data-leak-reveals-far-bigger-extent-of-money-laundering

Countries that 
refused to open an 

investigation

Austria Finland Denmark UK
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In July and October 2016, the Austrian authorities refused to investigate
the crime stating that tax fraud proceeds did not “give rise to
investigation for money laundering” in Austria

Source: Central Office of the Prosecutor for Economic Crimes and Corruption (Vienna) letters to Hermitage (12 July 2016 and 23 October 2016)

Central Office of the Prosecutor for Economic 
Crimes and Corruption 

(Vienna)
the funds are a result of a tax crime in Russia, which 
is not a criminal act that would give rise to 
investigations for money laundering under Austrian 
law. 

All of the other [reported] crimes … are not relevant 
because they were only preparations for the tax 
crime, but are not by themselves sources for the 
illegal funds.
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In August 2013, the Finnish authorities declined to investigate the crime
stating that the recipient of illicit funds “was not aware of the criminal
origin of the payment”

Source: General Prosecution Office and National Bureau of Investigation (Finland) letter to Hermitage (15 August 2013)

National Bureau of Investigation
(Helsinki)

• Saga Furs Oyj [was] not aware of the criminal origin of the payment 
of $199,550. This means that the … investigation authority has no 
grounds to suspect Saga Furs Oyj

• The payment [was] looked like an ordinary payment…

• The payment … [was] quite small…

• After purchase of furs [and shipment] ..the account was zero…

• OKO Pankki [Bank] [did] not indicate from which country the 
remitter [was] …

DECISION 
There is no reason to suspect a crime ….
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In November 2013, the Danish prosecutor for special economic and
international crime found that “initiation of a formal criminal
investigation is not likely to lead to criminal prosecution in Denmark.”

Source: the State Prosecutor for Special Economic and International Crime letter to Hermitage (6 November 2013)

• Based on a thorough review of your letter and the included 
documents and materials, I find that initiation of a formal criminal 
investigation is not likely to lead to criminal prosecution in 
Denmark.

• …
• …in addition … you also request that a number of legal measures 

be taken, including the freezing of accounts etc. I can inform you 
that within the framework of mutual legal assistance agreements, 
the State Prosecutor for Special Economic and International Crime 
is willing to render assistance to competent authorities 
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2010 – 2012: UK authorities - no action
Metropolitan Police reply 

(May 2010)
“In considering the issues that 
concern you I am of the view 
that jurisdictional 
responsibility to investigate 
the fraud and money 
laundering to which you refer 
does not lie with the MPS.” 

“I can confirm that we have accepted your letter 
... as other suspicious activity reports [SAR]..., 
however, ... SOCA ... neither confirm[s] nor 
deny whether a particular SAR has led to an 
investigation. To the extent that your client is 
a victim  of crime and wishes to make a 
formal crime report, SOCA is not the 
appropriate body for this.” 

SOCA’s reply (Feb 2012)
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2012 – 2015: UK authorities – no action

NCA’s reply 
(Dec 2015)

“At this stage a domestic 
criminal investigation 
relating to money 
laundering in the UK is 
not the most effective 
way forward.”

“Matters which you have raised in 
your letter of 20 January 2012 do not 
fall within the offences that the SFO is 
permitted to investigate ... There is 
nothing  that the SFO can do to 
assist.... There is no doubt that the 
matters you have raised are serious”

The SFO’s reply (April 2012)
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Achievements from the Global Magnitsky Justice Campaign
in regards to tracing the proceeds of the $230m fraud

Source: Hermitage

Hermitage traced the illicit 
proceeds to 20+ countries and 
filed criminal complaints 

Criminal investigations into 
money laundering were opened 

in 16 countries
$34m frozen 

in 5 countries
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Major takeaways
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1. Corrupt Russian officials have developed one of the most 
sophisticated money laundering schemes in the world
A 9 year long investigation conducted by Hermitage helped to identify a multilayer
money laundering system built by Russian corrupt government officials to launder
billions of dollars
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2. Illicit funds were found on the accounts of family 
members and friends of Russian government officials

Vladimir PutinSergei Roldugin

Petr KatsyvDenis Katsyv

Olga StepanovaVladlen Stepanov

Maxim LiksutovTatiana Liksutova

Nominees                         Beneficiaries

friend

son

husband

wife

President of 
Russia

Vice-President 
of Russian 
Railways

Former Head of 
Tax Office 

No.28

Deputy Mayor 
of Moscow€266,180

$10mln

$2.1mln

$800,000
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3. Illicit funds were used for luxury lifestyles and 
purchases

Yachts chartering

Private schools

Luxury Cars

Luxury Fashion

Jewellery and  
luxury watches

Real Estate



29

4. Illicit funds from the $230m fraud was also wired to Syrians 
sanctioned by OFAC for their involvement with the Syrian regime
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5. The same laundering machine was used for 
Russian, Moldova and Azerbaijani Landromat

Source: https://www.occrp.org/en/laundromat/; https://www.occrp.org/en/component/tags/tag/moldova-laundromat; https://www.occrp.org/en/azerbaijanilaundromat/
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Major challenge: 20th century mechanism to combat money 
laundering vs. 21st century methods of  money laundering
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Recommendation 1: to set up a European system of instant
information exchange for law enforcement bodies combating
money laundering

……
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Recommendation 2: Expand the Statute of 
Limitations

• Statute of Limitations should be extended to 10 years

• It should start when it became known
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Recommendation 3: Dutch Approach

Instead of law enforcement having to prove money 
laundering, the people who received suspicious 
money should prove its legitimacy

“Reverse burden of proof”


