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Panel I: Effects in the EU of money laundering cases involving Russian 

linkages 

1-004-0000 

Chair. – Good afternoon dear colleagues, dear guests, Ladies and Gentlemen. Let us start the 

public hearing of the Special Committee on Financial Crimes, Tax Evasion and Tax 

Avoidance (TAX3) on money-laundering cases involving Russian individuals and their 

effects on the EU. We will deal with the issue in two panels. On the first panel we are going 

to discuss the effects on the EU of money-laundering cases involving Russian linkages. Let 

me now introduce the speakers for the first panel. 

 

We welcome Mr Anders Åslund, who is a Senior Fellow at the Atlantic Council and Adjunct 

Professor, Georgetown University. He will speak about Russian money laundering into the 

European Union and how it has become a major national security threat to EU Member 

States. 

 

Our second speaker is Mr Joshua Kirschenbaum. Welcome. He is a Senior Fellow at the 

German Marshall Fund’s Alliance for Securing Democracy, focusing on illicit finance. He is 

also the co-author of a paper proposing a better European Union architecture to fight money 

laundering, together with Nicolas Veron. A delegation of the TAX3 Committee met Mr 

Kirschenbaum in Washington DC last July, and it was a very valuable meeting for us. 

 

Finally I’d like to welcome Mr Richard Brooks. He is a journalist at Private Eye and The 

Guardian who has investigated several cases of money laundering from Russia. 

 

Each speaker will have a slot of a maximum of seven minutes for their introductory remarks. 

I’d like to ask Mr Åslund to start. The floor is yours. 

1-005-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– Chair, I would like to say how much I appreciate this opportunity to speak to you here in the 

European Parliament on this important topic. In my view, Russian money laundering into the 

European Union amounts to a major national security threat to all EU member countries. We 

need to understand and take measures against this curse. The best cure is financial 

transparency. Fortunately, the European Union has taken the right steps with its adoption of 

the Fifth EU Anti-Money Laundering Directive in June 2018. Its key provision requires all 

measures to ensure information on the beneficial ownership of all legal entities and to ensure 

this is accessible not only to the competent authorities but also to any member of the general 

public. It is vital that this becomes fully implemented. 

 

My starting point is the nature of the current Russian regime. I’ve devoted the last four 

decades to studying the Soviet, and lately the Russian and Ukrainian, economies. 

 

Under President Vladimir Putin, Russia has developed not only into an authoritarian state, but 

an authoritarian kleptocracy. Putin’s regime amounts to a merger of two things: security 
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police and organised crime. So it is not a state that is functioning in an ordinary fashion but a 

state that is functioning in order to enrich and empower the rulers. 

 

In my forthcoming book, Russia’s Crony Capitalism: The Path from Market Economy to 

Kleptocracy that Yale University Press will publish in May, I describe Putin’s regime as four 

circles of power. Three of them are domestic: the state, the state companies, and Putin’s 

cronies that tap the state and its enterprises on money. All these bodies are controlled by men 

completely loyal to Putin – and closeness and loyalty to Putin are more important here than 

belonging to the KGB.  

 

But the fourth circle is to be found abroad. It is the Anglo-American offshore, primarily the 

United States and the United Kingdom, where the vast fortunes are being hidden. This is the 

crucial weakness of Putin’s regime because this is beyond his control.  

 

The dimensions of his kleptocracy are enormous. Since 2004, Putin and his closest friends 

have withdrawn from Gazprom alone USD 10-15 billion for their personal gain. This is not 

for the state; this is for essentially five people sharing this money. In total perhaps it has been 

USD 15-25 billion that they have taken out of the state and state companies since 2006. The 

irony is that they can’t keep this money at home because Russia does not have rule of law and 

therefore no secure property rights, therefore all civil rulers need to take it out.  

 

The people I’m primarily thinking of here are well documented, Gennady Timchenko, Arkady 

Rotenberg, his brother Boris Rotenberg, and Yuri Kovalchuk, all old friends of Putin from St 

Petersburg. All four have been sanctioned by the United States, but the EU has only 

sanctioned Arkady Rotenberg and Yuri Kovalchuk because Timchenko and Boris Rotenberg 

are Finnish citizens and thus EU citizens. 

 

Some big Russian businessmen have chosen to cooperate very closely with the Kremlin and 

provide a multitude of services to the Kremlin. The most obvious ones are Roman 

Abramovich, Oleg Deripaska, Alisher Usmanov and Suleyman Kerimov. Of these four top 

Kremlin oligarchs, only Deripaska and Kerimov have been sanctioned by the United States 

and none by the EU. 

 

How large are these sums? Since 1990 Russia has had steady and large capital flight. The net 

outflows amount to about USD 800 billion and this is probably the amount that is hidden by 

Russian private people abroad – an enormous amount of money. The way that money is going 

out of Russia has traditionally been through Cyprus, because of the double taxation agreement 

the Soviet Union and Cyprus of 1982, and then the money tends to move on to the British 

Virgin Islands, to the Cayman Islands and then to Britain and the United States, particularly to 

Wilmington, Delaware and then on.  

 

Where does it end up? To considerable extent in real estate. Other possibilities are private 

equity funds, hedge funds and US Treasuries, while the banking system and ordinary stock 

exchanges are well regulated and policed. 

 

The conclusion is that all the EU countries should proceed with personal sanctions against 

Putin’s cronies, oligarchs serving the Kremlin abroad, friends holding funds for Putin, and 

relatives holding fortunes for Putin. Putin has clearly shown that he reacts most against 

sanctions of a personal nature. That’s why the Magnitsky Act has been so important, along 

with the personal sanctions of his closest friends. This leads to the recommendation that EU 

countries adopt the Magnitsky Act and apply it with force.  

 

The other line of action, as I mentioned in the introduction, is to pursue transparency and do 

that in two regards. First, all the EU countries should demand that the ultimate beneficiary 



4  29-01-2019 

ownership of all assets within the European Union should be made public in line with the 

Fifth Anti-Money Laundering Directive. Second, all public officials should be compelled to 

declare assets, incomes and sources of incomes on an annual basis, and that these should be 

made public, as has been the case in the Nordic countries since the 18th century, because many 

former politicians, former top officials and businessmen are now being given – quite legally – 

board jobs and consultancies by the big Russian companies. Gerhard Schröder stands out here 

as the outstanding example of how that can be done, and of course such people tend then to 

become completely loyal. 

 

This needs to be exposed. 

 

(Applause) 

1-006-0000 

Chair. – Thank you Professor. I think your introduction has already demonstrated that today 

we are addressing a topic of huge global importance. 

 

Now Mr Kirschenbaum please. 

1-007-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – Mr Chairman and esteemed Members, thank you for the invitation to this 

important hearing. I am honoured to appear before your committee today. 

 

Illicit financial activity emanating from Russia and the Commonwealth of Independent States 

(CIS) is an issue that deserves to be high on the bilateral American-European agenda. 

 

Recent years have witnessed a profusion of money-laundering scandals at European banks. 

The common themes have been billions of dollars laundered through one single institution in 

a given case, frequently with ties to Russia and the CIS; the imposition of lacklustre fines; and 

a relative absence of criminal prosecutions. 

  

Even when such schemes may have the immediate goal of facilitating corruption or 

criminality ‘over there’ – such as in Russia – toleration of such activity inside the EU creates 

risks here at home. Professional facilitation networks to control opaque financial channels that 

may be used for relatively benign purposes such as capital flight will happily offer their 

services to actors engaged in political interference in European Union Member States. 

Allowing banks and others to develop a business dependent on opaque or illicit money from 

the CIS also risks establishing a domestic constituency here in an EU Member State that is 

likely to be amenable to Russian political or economic influence. Concerns about Russian 

influence today may also in the future be replaced by unforeseen geopolitical threats and 

concerns about the influence of other actors that we cannot yet predict. 

 

These scandals that I referred to have often, but not always, been concentrated in the smaller 

EU Member States that have developed large non-resident or offshore banking sectors. I 

would argue that anti-money laundering (AML) supervision has been inadequate in countries 

that meet that profile, such as Cyprus or Latvia, which have been the most prominent in this 

business, but that the problem seems to be larger than that. And I believe the activity has 

festered because of weak European Union enforcement of strong laws on the books. A system 

in which financial institutions are fined merely a few million euros for illicit activity in the 

billions of euros is destined to fail. 

  

Exacerbating the problem of weak enforcement, AML supervision is a national responsibility 

tasked to the national competent authorities of Member States, while the licensing of banks, 

fit and proper checks of management board members and the approval of qualifying holding 
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acquisitions in banks, are the remit of the European Central Bank (ECB) within the Single 

Supervisory Mechanism (SSM) in the eurozone, and even more broadly, financial services are 

passported across the entire EU and the Single Market. 

  

Now it may be possible to tackle this problem country by country, but I support and agree 

with the position of Danièle Nouy of the SSM and of Benoît Cœuré of the ECB Board, and I 

support the creation of a central European Union authority focused exclusively on anti-money 

laundering supervision, as I’ve discussed at greater length in the paper the chairman 

referenced at the outset with my colleague Nicolas Véron of Bruegel. 

 

This centralised agency should oversee and supervise both banks and non-bank financial 

institutions across the entire Single Market, and it should be independent, develop unique 

expertise and apply aggressive, proactive enforcement throughout the EU. Of course, many 

day-to-day tasks should be re-delegated back to national competent authorities, which would 

work closely with the central agency. This empowered central agency, I believe, would be 

more proactive, more politically independent and develop real superiority in this area, using 

data, exchanging information with other supervisors and issuing large fines that would deter 

bad activity. It should also publicise its findings. Many European Union Member State 

national competent authorities have not actually publicised the reason behind their fines or in 

some cases even the existence of fines. 

 

You can also use other authorities to restrict business operations or impose management or 

ownership changes. All of these things could be done under the existing framework but I 

believe are more likely to occur with a central agency. 

 

Banks, of course, do play a unique role in the financial system, and Nicolas Véron and I 

focused on the role of banks. I would argue that they are a pressing concern but not the only 

challenge to financial supervision. With the rise of fintech (financial technology), 

cross-border payments may increasingly occur outside the formal banking system, 

underscoring the importance of strong supervision of money transfer businesses, a problem 

the United States currently grapples with as well. Securities trading – trading in stocks or 

bonds in the United States – in the EU and elsewhere, is in general far less transparent than 

international payments executed through the banking system. Beneficial owners of securities, 

trades are often unknown even to the institutions involved, and there is a lot of room for basic 

enhancements such as transparency in the securities market.  

 

As ECB Vice-President Luis de Guindos has warned, much financial activity has migrated 

from the formal banking sector to private investment funds, such as hedge funds and private 

equity firms, and he has warned of the systemic dangers to financial stability that may 

emanate from them. I believe that, likewise, illicit actors may seek to embed themselves in 

these private investment funds, attracted by the relative opacity and relatively lighter 

supervisory touch. 

 

While the EU in recent proceedings has rightly prioritised improvements to bank supervision, 

there is also a need to assess the existing supervision of private investment funds and 

independent broker-dealers that are not part of banking groups. Fortunately, the EU does have 

anti-money laundering programme requirements on private investment fund managers – 

hedge funds, private equity and venture capital in particular – while the United States has 

failed to impose those requirements for 17 years, although they are required under Financial 

Action Task Force standards. 

Beyond illicit finance and money-laundering risks that stem from private investment funds or 

securities trading, there’s a broader financial and economic risk imposed by opacity of 

investments and of financial flows. The European Union, much like the United States, does 

not have a good sense of who invests in it, where those investments are located or why they 
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were made. Governments have adopted and maintain an open investment posture, but this 

leaves them in a position of not knowing who owns what. I believe that this environment is 

conducive to state or non-state actors from authoritarian countries such as Russia, but also 

including others, building up large strategic investment positions without disclosing them to 

supervisors, regulators or law enforcement, leaving the governments in the dark. 

 

While the EU has recently moved to put in place more robust investment security review 

procedures, one can only review transactions about which one knows. More transparency of 

foreign direct investment and portfolio holdings will allow regulators and law enforcement to 

steer resources and oversight to high-value, high-priority areas that pose the greatest risk to 

national security. This, too, is an area in which cooperation with the US and other partners 

will be essential. 

 

More aggressive criminal prosecution would certainly deter facilitators and bankers, but I 

believe that, even in the most optimistic scenarios, securing convictions will remain difficult 

because of the nature of financial crimes. Therefore the EU, like others, will continue to need 

to lean heavily on effective supervision of the financial sector. 

 

I am grateful for the opportunity you have provided me to speak, and I’d be happy to answer 

any questions. 

1-008-0000 

Richard Brooks, financial investigative journalist for The Guardian and Private Eye 

magazine. – Thank you for inviting me to discuss this important subject at an important time. 

We’re seeing the issue of international corruption become a major world political threat. 

Corrupt political systems, such as the Russian one, are sustained by theft and money 

laundering. This enables it increasingly to subvert democracies elsewhere, as we’ve seen in 

the UK and the US. So what was once more of a domestic risk to the countries being looted 

by their elites now affects us all. Yet the same economic conditions that we’ve experienced 

since the financial crisis and which make us more vulnerable to these threats – as the Brexit 

vote in the UK almost certainly shows – have also given us the austerity that has badly hit the 

battle against international financial crime.  

 

As we all know, the key to tackling the problem in countries where the stolen money is 

laundered, invested and enjoyed is intelligence. Law enforcers need to know where it’s going, 

yet the chances of them doing so are very slim. In the UK, for example, back in 2007, when 

the threat was arguably less severe, the then government promised to increase the staffing of 

its Financial Intelligence Unit from 100 to 200. In the event, it has fallen to 80. They’re 

swamped by more than 400 000 suspicious activity reports every year. Only in the wake of 

the recent attack in Salisbury have some relatively small extra resources been promised. 

 

I won’t bore you with too many facts and figures, but to deal with laundering through the UK, 

that has been put at GBP 90 billion a year by the government – I guess that’s EUR 110 billion 

or so – I reckon that overall we spend somewhere between GBP 50 million and GBP 100 

million, covering law enforcement and administering and policing the money-laundering 

regulations. We’re notorious as the host of a huge banking sector, but also of tens of 

thousands of shell companies and limited liability partnerships that file false figures with our 

corporate registry with impunity. Such vehicles have been at the heart of all the major 

laundromats exposed, for example, by the Organised Crime and Corruption Reporting Project 

(OCCRP), the Hermitage fraud and many others. But to ensure that around 4 million UK 

companies put in the right figures, our company registry has 20 staff. 

 

In response to the consequent wave of money laundering through the UK, we’ve seen some 

useful legislative initiatives – UK ‘Magnitsky-style’ laws and a tool called the Unexplained 
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Wealth Order, for example – allowing seizure of assets under civil proceedings, where the 

funding of them has no good explanation. But these are more politically successful than 

anything else. Just one Unexplained Wealth Order has been made in nearly a year. It’s 

provided the newspapers with good copy about diamonds and GBP 16 million bills in 

Harrods, but there are no more in the pipeline. There isn’t the capacity to use the tools 

productively. 

 

The picture with criminal sanctions is even more depressing. Although money laundering has 

long been a criminal offence, I’m not aware of any convictions related to money coming from 

the ex-Soviet region in the UK. The result, in my opinion, is an open invitation to launder 

through the UK. In the unlikely event that an oligarch or his helpers do get caught, any 

sanction will be just a small cost of doing the dirty business. 

 

For a few years now, I and others have been chronicling the money coming into the UK, 

much of it spent on highly desirable London property. Transparency International put the 

value of property acquired illicitly at GBP 4 billion, not all from Russia, based just on what is 

visible. Then there’s the expensive school fees, the football clubs, the reputation-washing 

endowments and so on. I sent a report to the Committee outlining some of the activity. We’ve 

also recently tracked down the former Mayor of Moscow’s family’s GBP 30 million 

Kensington mansion.  

 

In banking, there is also evidence that, while the major banks operating in the UK have 

possibly cleaned up their acts, smaller operators are stepping in. I could provide the 

Committee with details of a Mayfair-based bank called EFG that took over Coutts 

International’s central and eastern European business not so long ago and took USD 100 

million from a friend of the Chechen President. The Chief Executive, no less, was on record 

saying that, although it wasn’t the sort of business he wants to engage in, ‘it’s a prerequisite 

for picking up an increasing amount of business’ he’s now seriously considering. It doesn’t 

sound like he’s too worried about money-laundering officers knocking on his door any day 

soon.  

 

The trouble is that you can’t do very much quickly by throwing money at the problem. If you 

ask law enforcement officials, they have no appetite for vast expansion. They lack the 

capability, expertise and so on at any meaningful scale. Certainly in the UK – and I suspect 

elsewhere – there’s a vast, and probably slow, rebuilding job to be done. Over time, it seems 

to me that international corruption should be looked at in the same way as other global 

scourges, such as poverty and disease. Interestingly, while the UK honours its commitment to 

spend 0.7% of national income on international development, its spending on fighting 

international crime would be somewhere nearer 0.004%.  

 

The real frontline in the battle is, of course, in the financial services industry itself, not just the 

banks, but also the law firms and the accounting firms. This is where I think there is a major 

under-appreciated problem. The report I sent to the Committee showed a number of areas of 

concern. First, there is the way the banks have been effectively assisted in their 

money-laundering operations by their accountants. They have repeatedly turned a blind eye, 

even in cases where money laundering is so endemic that they must have been aware of it. It 

is squarely within their duties as auditors to flag up the misuse of money and in their own 

reporting to regulators. We’re talking about the world’s major firms, the big four, who 

routinely profess their great corporate social responsibility. They were especially complicit in 

the Baltics. EY, whose strapline is building a better working world, was repeatedly told by 

whistle-blowers at its central HQ level in London about the obvious frauds, but it steadfastly...   

 

When Latvia went a bit out of fashion, KPMG was instrumental in enabling Malta’s Pilatus 

Bank to step into the money-laundering circus. It goes on and on. How did Deloitte not spot 
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what’s thought to be USD 200 billion of laundering at Danske Bank? But also, of course, the 

same firms continue to rubber stamp the companies in Moscow that, through contracts with 

well-connected cronies, are often the first step in the corruption process. Unless effectively 

ordered to by the Kremlin, as was the case with Yukos a decade ago, they never object to the 

numbers. Mr Åslund just mentioned the USD 15 billion or so diverted from Gazprom. How 

did PwC miss that? Or did they? In my report I outlined how close the major firms, led by 

their global leaders, get to the regime through various business councils, the conference 

circuit and so on. Many of their senior figures retire onto the boards of Kremlin-connected 

corporations.  

 

Then there are leading lawyers who facilitate multi-billion pound property purchases in places 

where a buyer’s official income wouldn’t normally get a parking space. A couple of years 

ago, we looked at the official declarations of property by Russian parliamentarians and found 

things like a 250 m2 London apartment owned by a Putin government official with no 

discernible other income.  

 

At the commercial level, we see major law firms acting for oligarchs whose wealth must be 

suspect. It appears that they are forming a judgement that is more helpful to themselves than 

to countering money laundering when judging whether to take on a client. One lawyer told me 

that whether to take on a client and money-laundering concerns are a matter of judgment. The 

trouble is that the judgement to take the client is worth a few million dollars more in fees than 

the judgement to reject one. 

 

In conclusion, I would say that the core problem with the official enablers and protectors of 

the oligarchs is that it’s very good business and the major law and accountancy firms are 

relentlessly aiming for profit growth. This profit growth target is passed on to their offices in 

even the riskiest places, where professional scepticism and caution against handling dirty 

money should be at its highest. Whether those incentives can be changed is a very difficult 

question, but this is an area where I believe this Committee should concentrate some attention 

and where legislators and law enforcers should be looking to achieve serious improvements in 

the war on money laundering.  

 

(Applause) 

1-009-0000 

Chair. – I would like to thank all the gentlemen for interesting introductions and for outlining 

the situation – although a very gloomy one – and I can see the hearing attracted the attention 

of a large group of students from the Lycée Ludwig van Beethoven, from Bonn. I’d like to 

welcome them. We can enter into the discussion between Members and our guest speakers. 

Questions will be, as usual, asked in slots of 5 minutes: 1 minute for a question, 4 minutes for 

the answer. I’d like to ask colleagues to be brief in order to have sufficient time for our guests 

to reply. We shall start with our core rapporteur for the PPE Group. Luděk Niedermayer, 

please. 

1-010-0000 

Luděk Niedermayer (PPE). – Thank you very much, good afternoon and thanks for your 

presentation. There could be a lot of questions. I will probably have three quite brief ones, the 

first especially relating to the intervention of Mr Åslund and Mr Brooks. So basically you are 

saying that people can trace a lot of money that was laundered through Den Danske, Pilatus 

Bank and the others. 

 

I wonder if most of the funds are now used as the investment (mostly the capital flight) or if 

they are allowed, or actually involved in some breaching of the law, like tax frauds or 

something like that. So, to what extent are they considered legal, and to what extent can they 

be actually prosecuted or chased because they are proceeds of money laundering? 
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Regarding the second question, concerning the centralisation of anti-money laundering 

oversight: I can see the points that are supporting that. On the other hand, the quality will 

depend on on-site inspections done by the people in the countries. I wonder to what extent the 

banking supervisors that are traditionally looking for financial stability of the banks have the 

right incentive to look after money laundering. Because money laundering poses quite a 

conflict of interest for the banks, because these are transactions that are, broadly speaking, 

low risk from the point of view of capital adequacy, high yielding and just actually include the 

penalties and reputation risk. So, to what extent can this conflict of interest undermine the 

quality of supervision if it’s done together by the prudential supervisors, and to what extent 

will just raising the level of penalties be sufficient? 

 

Last but not least, I want to ask about the special question of how to do enhanced due 

diligence in the case of money or clients coming from Russia? 

 

It was said, I guess by Mr Åslund, that we cannot trust Russia, because it is not actually a 

rule-of-law state. So how should it be done properly if you cannot trust the institutions? If you 

cannot trust the documents, isn’t the solution simply to reduce the level of acceptance by such 

a client and only do business with clients where there is sufficient certainty? That is not the 

case for the time being. 

1-011-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– Thank you, Mr Niedermayer, for the very good questions. First, where does the money 

come from? Why has it been moved? 

 

First, unreliable banks in the 1990s; then, transfer pricing out of companies, both private and 

state-owned; then a third: tax evasion – and that should not be over-emphasised; and then 

simply that all Russians keep spare cash abroad, because there are no safe property rights at 

home. 

 

And what is then legal or not? (jumping a bit to your last question). 

 

If it is government officials, as Richard Brooks talked about, who could not have made this 

money legally, then it should be gone after. When it’s businessmen, we can’t really 

distinguish it easily. And I can give you one good example. I went to Cyprus before the 

financial crisis, because it was obvious that it would break out in 2012 (it happened a year 

later). And the big question I had: why do Russians and Ukrainians keep the money in Cyprus 

when it’s obvious that there will be a financial crash? And the answer was that much of the 

money in Cyprus banks belonged to prosecutors and policemen and judges who could not 

move it to other EU countries because the money was so obviously illicit in its background. 

 

So therefore, they lost it in the bank crash. I’m not sorry for them. But this is a good example 

as to how we can actually know. 

 

So the short answer is, we can easily go after the public officials, but when it comes to the 

businessman it’s much more difficult. 

1-012-0000 

Richard Brooks, financial investigative journalist for The Guardian and Private Eye 

magazine. – I don’t have too much to add to what Mr Åslund said, but I think he makes a very 

important distinction between cases where you can clearly say there is illegal money and 

cases where you can’t, where business people have acquired vast fortunes in a way that you 

can’t show to be explicitly illegal. And of course, the banks and the lawyers and the 

accountants are then going to find reasons, justifications for processing that money. 
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It’s a difficult one to deal with immediately, but it does point to a much bigger issue, which is 

exposing the systemic problems that give rise to this in the first place. This is why we should 

not have the major Western accountancy firms, for example, saying that all is well at 

Gazprom – that the Gazprom funds have been used legitimately and there have been no 

transfer pricing abuses and that the accounts give a true and fair view of an honestly-run 

company, those kind of things. 

 

That’s why, because of the immediate difficulties with applying money-laundering sanctions 

and the way they work by reference to illegality, it’s important that we address some of those 

major underlying problems. 

1-013-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – Very briefly with respect to Danske Bank: I think we know from the report that 

Danske commissioned that there was an enormous sum of money, and they in their 

investigation were not able to determine the origin of most of it. We have anecdotal 

information that some of it related to what’s called the Azerbaijani Laundromat, which was 

used, among other things, by Azerbaijan to influence politicians in Europe. We know some of 

it tied to the Deutsche Bank mirror trading group, which allegedly has some linkages with 

organised crime, but most of it we don’t know. I think that’s the problem. It’s designed in 

such a way to be very opaque, with professional facilitators going through a series of 

transactions to obscure it. So I think it’s impossible to know where most of the money comes 

from without a very deep law enforcement investigation, and that should be cause for concern 

– that one cannot know. 

 

Regarding potential conflict between prudential stability concerns of supervisors and AML, I 

agree that that is a potential conflict and it could have some explanatory power, for example 

regulators’ supervisors may become aware that a bank is involved in misconduct but may fear 

either de-risking of the jurisdiction by US correspondents or, if they take action, they may 

also fear causing a bank run. My guess, though, is that that is a less important factor than 

political influence and even political capture by financial institutions in certain countries. 

What we’ve seen is that there do seem to be real constraints on imposing large fines, and so 

my guess is that what you pointed to could certainly be an element. But my judgment is that 

probably political constraints are the more important factor overall. 

1-014-0000 

Jeppe Kofod (S&D). – Thank you Chair. I’ll be brief. Thank you to all of you. I agree with 

all of your recommendations. So I want to ask – maybe Mr Brooks first – you alluded to the 

fact that very few people have actually been convicted for money laundering crimes among 

the enablers – the banks, accountants and lawyers and so on.  

 

So how do we ensure that there are sufficient penalties and also that the burden of proof is 

reversed in a way that would really have severe consequences for people engaging in this kind 

of criminal activity? That’s my first question, because I think without that – I mean coming 

from Denmark I see that it’s still done with impunity – it is almost risk free to do this kind of 

business in Europe. So that’s the first question. 

 

Then to Mr Åslund and also Mr Kirchenbaum, there is this discrepancy between the system 

we have created in Europe’s single market – free movement of capital, services, the capital 

market and financial sector and so on – but then it is the national authorities who are the ones 

responsible for implementing anti-money laundering supervision and enforcement of the law. 

Like Google also described in their report, this is really a systemic problem. What is holding 

us back from centralising this process? What in the financial industry is holding us back? 

Because I see very little appetite for going for a centralised anti-money laundering system, 
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unfortunately. It should be the opposite because that will create financial stability if we did 

that. Why do the banks, the financial sector fight so much against this? 

1-015-0000 

Richard Brooks, financial investigative journalist for The Guardian and Private Eye 

magazine. – The question about how we raise the deterrent level – I think that’s what you’re 

getting at – is just a question of acquiring both the political will and the capability to do so. I 

think there is a major political conflict in many countries, and in particular in the UK, in that 

the UK prides itself on being a country with a very strong rule of law, a very high reputation 

for integrity and so on, and when you start opening this can of worms, then you start to 

undermine that. That mantra has been repeated for so long now that it’s very difficult for a 

government to accept that there are major problems and that it ought to be cleaning up certain 

sectors of its service industries that it has long assumed to be incredibly valuable and have 

huge global reputations. 

 

So it’s taking on something very large. There are more mundane reasons as well. It’s very 

time consuming and often quite complicated for law enforcers to prosecute a money 

laundering case, as we know. The individuals involved will have a lot of money to defend 

themselves, so the effort, with the limited resources, gets reduced to really an administrative 

one, and that administrative one becomes fairly bland in that it doesn’t produce guilty parties. 

It might produce the odd procedural failing – even the big fines will be for procedural matters 

– but that doesn’t deter anybody, as you imply. I think governments need to build in the value 

of deterrent to their strategy for dealing with money laundering. 

1-016-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – To add just one comment to Mr Brooks on the prosecutions, I agree that they’re 

very difficult, because prosecutors have to show that there is a predicate offence and that there 

is knowledge by the perpetrators. So it’s a very abstract crime and one that’s hard to prove but 

really does come down to resources and will. 

 

I suspect that in some smaller countries there is an element of opacity or even the 

independence of the judiciary, but in larger jurisdictions in particular, you’re just going to 

need to devote a lot of resources to it and spend money, assign people and then develop real 

expertise and focus, and I think that that should be done. The next panellist, Mr Browder, has 

led the way on that, and I think there’s a lot that could be done to establish some real 

deterrents. 

 

But even in the most optimistic scenarios I think you’re going to get very few people, because 

it’s hard, which is why I think we need to focus on supervision in addition to prosecutions. 

The US had a couple of high-profile successful prosecutions of bankers just in recent months 

related to Venezuela and Malaysia, but the US is getting very few people too. 

 

Regarding a single anti-money laundering agency at the EU level, I don’t know what’s 

holding it back. I have not heard that there is political pressure from banks against it. I suspect 

that the creation of a new agency is difficult as it takes authority away from Member States 

and it adds to the complexity of the system. I think Nicolas Véron and I have argued 

persuasively that it’s well worth it. 

 

I would also point out that, even if there isn’t political will for a single agency (which I 

believe will be optimal), there’s still a lot that can be done. Short of that, there are a variety of 

permutations which would be much more effective than the current system, which could 

include – as we go through in the paper – really adding a lot of resources to the European 

Banking Authority and the European Securities and Markets Authority (ESMA) in particular. 
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This would be one way to do it. You don’t have to establish new agencies, but you need a 

mandate and you need resources and you need people. 

 

You could also, of course, give this to the Single Supervisory Mechanism: they are clearly 

competent. They have expressed a desire to stick to prudential supervision, but that’s another 

way to get real improvement. So it seems to me that you don’t need to create a new agency to 

create a lot of progress and that the current proposals are very short term and extremely 

incremental and are better than nothing. But there’s a chasm between the short-term 

ultra-incremental approach and the maximalist approach that Nicolas Véron and I believe will 

be the most effective, and I would urge people to seize that middle ground quickly. I don’t 

think the current system is going to work and I think we’ll continue to see the scandals 

happen. 

1-017-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– Thank you very much for the excellent observation. What I see is that European banks and 

US banks act in an opposite fashion because they have different incentive structures. 

 

In the US, in the last decade, the banks have paid USD 220 billion in fines. Therefore they are 

dead frightened of treachery and other institutions that impose the fines. They spend billions 

of dollars each year in compliance, and they want to reduce these costs. Therefore, the US 

banks now want the ultimate beneficiary owners to be forced to be revealed through 

legislation, and this is driven by the banks. In Europe, as you rightly pointed out, this is just a 

nuisance: it’s unnecessary bureaucracy. Why do we need this? So if you have more fines, you 

get a different incentive structure. 

1-018-0000 

Gunnar Hökmark (PPE). – Thank you very much for these presentations: depressing, not 

only because of the magnitude but also because of the lack of a relevant response. 

 

I think it’s time that we looked upon this for what it is: a fundamental threat to Europe. There 

is financial and criminal warfare going on, and it’s worth noting that a lot of European banks 

have made themselves a part of this. 

 

It would be interesting to hear from you, first: what would you say the total magnitude of this 

is? We have talked about the Danske Bank in Estonia – EUR 250 billion. etc. – and a number 

of other examples. But how would you describe the total amount involved? 

 

And second, how would you like to describe the security threat coming from these assets in 

Europe? 

 

And third, in spite of the legislation we have, Mr Åslund just said that European banks tend to 

look upon this as just bureaucracy. I must say I can’t agree with that, because a ‘grandma’ in 

the family wanted to post some cash she has stored at home, and she was put on the third 

grade in the local savings bank for a very minor amount. And I myself got the question after 

15 years here – why had I got some money from Brussels? 

 

So I would like you to elaborate on that – it may be trivial, but still, the fundamental issue is: 

how the hell can that happen in spite of the legislation we have? 

 

And if you would like to add to the other responses: how are we to ensure that those who are 

guilty are scrutinised and punished in a relevant way? 

1-019-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– I will take the first two questions here. The total amount of what is assessed for Russian 
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money is USD 800 billion abroad – we don’t know exactly where – or the highest number is 

USD 1.3 trillion. Concerning the money-laundering numbers, they are much higher, because 

money circulates. They go through Moldova, Estonia, Cyprus, Britain, etc. They go through 

many countries and one should be careful not to add these up. Most of the time it gets stuck in 

real estate and is therefore not a security threat. 

 

Having said that, some of this money can be moved. If you take, for example, the Ukrainian 

elections now, which are of vital importance and will probably cost up to USD 1 billion, 

probably USD 0.5 billion will come from a couple of Russian oligarchs connected with the 

Kremlin. Therefore, anybody who gets elected in Ukraine is likely to be highly dependent on 

Russian money. If you take countries like Sweden, where an election costs USD 12 million, if 

you had a few million dollars coming in from Russian money, it could swing it. We have the 

outstanding example of Aaron Banks with dubious income in the Brexit referendum, where 

we simply don’t know: did he get this money through Russian business contacts and did this 

swing the Brexit referendum? So even small amounts, small shares of this massive amount of 

money, can swing elections. I will leave the last question to others. 

1-020-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – On the contrast between hundreds of billions being laundered through a bank 

and your grandmother having elevated risk rating because she deposited cash into her 

account, it’s apples to oranges. No bank’s business model depends on receiving occasional 

cash deposits from pensioners. There’s simply no reason not to have clear, defined guidelines 

on cash deposits automatically triggering a risk alert. 

 

The problem comes primarily from professional networks that set up a series of front or shell 

companies that generate a lot of revenue and fees for banks specialising in non-resident 

deposits. We’ve seen that many times, but we have a lot of public information about the 

Danske Bank situation from the public report, with a small number of firms which were just 

run by professional facilitators to move money from the CIS into Europe. And by the way, 

money is often on a round trip back to Russia, so not all of it is flow out of Russia, but they’re 

just moving money through these shell companies. A very small number of clients accounted 

for a huge percentage of revenue at the Estonian branch of Danske, and the Estonian branch 

of Danske, while very small in terms of capital or assets, was a very large percentage of the 

group’s overall profits in certain years. And so the financial incentives are such that controls 

will be evaded when the financial incentives are so powerful. 

 

On the one hand, professional facilitators are going to be ingenious and creative, and it’s 

absolutely impossible to catch every scheme. I don’t think any bank can be expected to 

prevent every single criminal from depositing their money in the bank. On the other hand, it’s 

not especially difficult to catch hundreds of billions of dollars in non-resident shell companies 

being laundered through a very small branch. That should be obvious. So that goes back to the 

contrast with the grandmother depositing cash. Things are obvious, but if the financial 

incentives aren’t there, they will be overlooked while the very small cash transactions will be 

reported. 

1-021-0000 

Richard Brooks, financial investigative journalist for The Guardian and Private Eye 

magazine. – Just a comment on the point about how this is a security threat, and just to 

disagree slightly with Mr Åslund, who suggested I think that the money going into the 

residential property in London is not a security threat. I think it’s all a security threat, because 

this is how the regime that is a security threat is maintained. This is what sustains it. 
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The fact that the person who bought that property has become corrupt, he then becomes 

controllable, and he’s a functioning part of a corrupt regime, which attacks people on the 

streets across Europe. 

 

So that’s how I think we need to see the security threat. We mustn’t look at the particular 

pieces of money, we must look at the whole picture, and each part of it is very much a part of 

that picture. 

 

On your other point about the low-level deposits and how inconvenient that can be, I think 

that’s all part of the culture of money-laundering compliance, as it’s called, within the 

banking sector. The task is to show – in Europe, I think, in particular – that procedures, 

processes, rules are being complied with: boxes are being ticked, and so on. So you give these 

instructions to junior staff in local branches and they get followed to the letter. But of course, 

the big question for when it comes to security-threat-level money laundering is: what happens 

when the big amount of money comes in and the senior manager is making the decision, 

persuaded by a very expensive lawyer representing the client? That’s when the decision gets 

tougher, and that’s when the wrong decisions get made. 

1-022-0000 

Chair. – On Danske Bank I would just recall that in the second half of next week the 

delegation of this committee will visit Estonia and Denmark to continue its investigation into 

the issue. 

1-023-0000 

Ana Gomes (S&D). – Thank you, Professor Åslund, for making the case for a Magnitsky Act 

based on anti-money laundering reasons. I’ve been advocating it since 2013, mainly because 

of human rights, but of course it’s totally correct as well to argue for it as an anti-money 

laundering tool. It means targeted sanctions.  

 

Don’t you think that, for instance, the golden visas and investor programmes that have 

pullulated in the EU since the crisis, and that also exist in the US, are actually a way to 

frustrate the sanctions. I note that just recently, last week, the Commission after much 

pressure from this Parliament put out a report on golden visas, which is quite strong – except 

in the weak conclusions and recommendations – but one of the recommendations that is not 

there and should have been there is exactly how to ensure that due diligence is conducted 

regarding people on sanctions lists. I think it’s not by chance this is not there; that is 

something that I am going to find out about.  

 

But you mentioned Deripaska, as one of the cases. Deripaska was just not put out of the 

sanctions list in the US, but as well with a European lobby. Could you enlighten us more as to 

why there should have been a European lobby for putting Deripaska out of the sanctions in 

the US and, of course, why in the end it worked? 

 

Mr Kirschenbaum, I couldn’t agree more with you – and I think this is one of our conclusions 

– that anti-money laundering must be centralised at the level of banking supervision. I’ve 

been exposing a lot of Portuguese banks that are laundromats for Angola. If you have 

laundromats for Angola, if Malta had a Pilatus Bank, and God knows others, for Azerbaijan, 

then of course I’m sure that we have Russian laundromats. Don’t you think that actually this 

is because of revolving doors and the promiscuity between lawyers, accountants, experts in 

the Big 4 and in the small, that either advise banks and central banks and craft the legislation 

and are the enablers? Isn’t this what is at the heart of the problem? 

 

Finally, for Mr Brooks. Foreign Secretary Jeremy Hunt is pro-Singapore and it looks like 

Brexit will mean ostentatious and extensive tax havens in Britain. Do you think that we are 

realising that, and that people in Britain are also realising that? 
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1-024-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– Excellent point. I fully agree with you on golden visas and I would mention here Gennady 

Timchenko and Boris Rotenberg – both Finnish citizens, and therefore EU citizens, and 

cannot be sanctioned. They got their Finnish citizenships in the 1990s, in a much more 

innocent time. But there are quite a few people like that, and of course recently we have seen 

a significant number of very wealthy Russians buying Maltese and Cypriot citizenships, 

which is the reason for the sharp EU reaction against golden visas, which I think is very 

sensible indeed; another kind of check needs to be done. 

 

Oleg Deripaska is an excellent example. To my knowledge he has aluminum factories in 

seven European countries, notably in Sweden and in Ireland, of great significance, and this 

shows that there needs to be another kind of checking within the European Union, as is now 

being discussed, in order to check what is not only impermissible from a security point of 

view – I agree with Mr Brooks who corrected me here about the national security threat – but 

also simply from a legal point of view, in that a lot of factories and assets have been bought in 

Europe – primarily in Britain, but also all over the continent.  

 

The European Union needs to have another kind of both national security and legal check on 

foreign investment.  

1-025-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – Thank you for the question. One minor point on Deripaska is that his 

companies were delisted by the US Government; he remains under sanctions in a personal 

capacity. From what I’ve read of European advocacy for removing sanctions on RUSAL – 

plus it had to do with economic concerns about factories, but also prices and availability of 

supply in the aluminium market – I’m not aware of any European country advocating that he 

be delisted in a personal capacity.  

 

Regarding your question about the revolving door of enablers, I do believe that the ultimate 

threat posed by developing large financial services sectors that rely on illicit money from 

Russia and the CIS is ultimately the political influence more than any individual act or case of 

interference or a corrupt proceeding. I think that it goes beyond just banks. The problem is 

broader than just banks and includes asset managers, accountants, lawyers and all the rest – 

the professional services providers, people in real estate. I do think that there is a question 

about how to regulate or supervise them most effectively, but it’s clear that this is a problem 

everywhere but particularly in countries where you have an outsized financial sector; there is 

just a great deal of political influence and clearly all those other professional service providers 

are part of that.  

 

The example you raise about Portuguese banks and Angola is really interesting because it 

illustrates what can be done better on supervision even within the existing framework. As you 

mentioned, a number of Portuguese banks have been involved in activity in Angola. I don’t 

know how much has changed with the new government in Angola, but it was certainly the 

case, under the dos Santos regime. What’s interesting is that at least two Portuguese banks 

were acquired by Isabel dos Santos and the European Banking Authority opened an initial 

proceeding against Portuguese supervisors and ultimately concluded there had been a 

violation of European law. But nonetheless – I don’t recall the exact chronology – first the 

Portuguese authorities and then the European Central Bank were responsible for reviewing 

changes in ownership stakes for management. So there was an opportunity under existing 

prudential regulation to prevent that from happening. This does come back ultimately to 

enforcement. You can have all the best laws on the books, you can even have the ideal 

supervisory structure and architecture designed beautifully, but if you don’t enforce, it doesn’t 

matter. 
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So this even goes beyond anti-money laundering (AML). There were clearly rules that should 

have – or could have – prevented a politically-exposed person in one of the most corrupt 

countries in the world from acquiring Portuguese banks. For whatever reason, that was 

allowed to happen and it’s simply not very hard to prevent it. 

1-026-0000 

Richard Brooks, financial investigative journalist for The Guardian and Private Eye 

magazine. – I’ll just comment quickly on the question about London becoming 

‘Singapore-on-Thames’ after Brexit.  

 

I think this is a real threat. Politicians like Theresa May have mentioned it before. Jeremy 

Hunt has mentioned it. Our government’s Foreign Office are very wedded to, and very 

protective of, our overseas territories, many of which function as tax havens. I think after 

Brexit it’s very likely, whatever outcome emerges, that the lobbying power of the City of 

London will just get stronger – as one of the few industries that we can have some hope for. 

It’s already very strong, but it will get stronger, and one of the things they lobby most fiercely 

on is offshore finance. So they’ll be lobbying for more relaxation to offshore finance laws.  

 

Added to that, Britain’s absence from Europe will mean that our government doesn’t feel it’s 

making its voice heard within Europe. It may therefore feel it’s protecting the overseas 

territories less from actions against offshore finance emerging from Europe and I suspect it 

may try to compensate by making things even easier for them. It certainly sees financial 

services as the future, as well as the past, of the overseas territories and if there are threats 

from outside and we are outside Europe, then I think there are dangers that we could head into 

very dangerous territories, and move towards a sort of Panama end of the market, which 

would be a big threat to everybody.  

1-027-0000 

Maite Pagazaurtundúa Ruiz (ALDE). – Muchísimas gracias a los tres oradores. Han hecho 

una exposición extraordinaria, tanto desde el punto de vista del análisis como desde el punto 

de vista de las recomendaciones o del tema de la estructura de incentivos, para solucionar el 

riesgo enorme del que nos han hablado: que cleptócratas en terceros países puedan generar 

una mancha —por una parte, en cuanto a la corrupción en nuestros Estados miembros— en 

sectores muy, muy importantes de nuestros Estados miembros. Y también desde el punto de 

vista de la amenaza electoral, porque cuando los cleptócratas tienen intereses geoestratégicos, 

nos podemos ver en una situación de enorme riesgo en nuestras propias democracias.  

 

Han hablado ustedes también de aumentar el umbral de la disuasión. Una de las medidas de 

las que nos han hablado es precisamente de que haya personal cualificado suficiente para ser 

eficaces en la aplicación de las normas para perseguir el blanqueo de capitales y otros delitos 

anexos.  

 

En estos momentos, una de las cosas en las que hemos trabajado también, durante estos años, 

ha sido la cuestión de proteger a los delatores: son una fuente que puede ser muy importante 

para conocer actividades irregulares o ilegales que ocurren y que son imposibles de ser 

detectadas.  

 

Sabemos, hasta el día de hoy, que a la mayoría de las personas que han intentado contribuir a 

desenmascarar este tipo de delitos normalmente les ha ido mal —personal bancario, etc.— 

como hemos podido escuchar en testimonios aquí.  

 

Y, por eso, yo les quiero preguntar si, además de intentar aplicar las sugerencias que ustedes 

han hecho, consideran que la codicia —la propia codicia— puede servir para que haya 

delatores que, sobre delitos probados, sobre cantidades requisadas, pudieran tener algún tipo 
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de incentivo para buscar la multiplicación de la información que necesitamos para parar tantas 

operaciones multimillonarias de blanqueo y de delitos conexos.  

1-028-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– I appreciate the points you made here about a kleptocracy. Corruption is a means of hybrid 

warfare, you buy relevant politicians. What we are seeing now is that the Russians don’t buy 

countries, they don’t buy parties, they buy single politicians and they do it in different parties, 

which is very cheap. It’s a very economical way of getting friends, and this requires very 

strict transparency rules for both lobbying and particularly for politicians – that they have to 

the show their incomes and assets. This is done in some countries, but not in most. 

 

Another aspect here is the Russians’ use of the judicial system. The Russian legal authorities 

demand that various countries accept Russian judgements with regard to red notices, that they 

want certain people arrested. We have a good example here in Bill Browder, who has been 

arrested seven times because of Russian red notices and other orders. They also ask in the US 

for what is called discovery, providing information of a far-reaching nature. They have also 

called for bankruptcy regulations to be imposed and for all kinds of judgements by Russian 

courts to be respected. So here simply the European Union needs to refute a large number of 

Russian institutions, their judgements, because they are not based on the rule of law. Here 

there has been particular problems in Cyprus but not only there. This is something that needs 

to be sorted out on a broader basis. 

1-029-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – In the first part of your statement I believe you called corruption in the 

financial sector potentially an electoral threat, and I agree that it goes beyond merely the 

development of constituencies. You can actually see this rise to a literal electoral threat. The 

most clear-cut example, which I’d encourage everyone to review, is the case of a loan from 

the First Czech-Russian bank in Russia to the National Front party in France some years ago – 

Marine Le Pen’s party. The Alliance for Securing Democracy recently released a study about 

that, and there were a couple of interesting elements. The first is that the bank that a Russian 

government official directed the loan to be executed by, had a Czech banking licence. The 

Czech banking licence and its Russian parent’s banking licence were later pulled for 

anti-money laundering violations after it issued this loan to the National Front. 

 

The second interesting thing that was discovered is that that loan of several million euros is 

still being serviced and still being repaid by the National Front. It was later arranged in 

Russia. This came out in the deposit insurance proceedings after the bank was being 

liquidated. It came out that the loan had been transferred first to a shell company and then to a 

company called Aviazapchast, which is a military industrial complex and supplies a number 

of military contracts and aviation equipment in a number of countries, including to the Syrian 

Ministry of Defence, and obviously has close relationships with elements of the Russian 

military or security services. So we can see illicit finance literally become an electoral threat 

in certain instances. 

 

Your second portion: your comments regarding the protection of whistle-blowers – again, Mr 

Browder can speak about that better. I certainly agree. I would just make the point that 

protecting whistle-blowers and encouraging those with information to come forward will both 

increase the number of cases that the public and officials know about and will also make those 

cases stronger. Cases tend to be strongest when you have inside information. I would again 

just caution that even with a strong case it’s going to be very difficult. Recently in Spain, José 

Grinda’s prosecution of Russian money laundering through Spanish real estate ended in 

acquittals, and he is obviously very respected and a leading prosecutor on Russian organised 
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crime. And that ended in acquittals. So these are just difficult and I think will remain difficult 

in the future. Thank you. 

1-030-0000 

Richard Brooks, financial investigative journalist for The Guardian and Private Eye 

magazine. – Just a couple of points on the matter of whistle-blowing. I’ve dealt with a lot of 

whistle-blowers, as a journalist, and almost without exception their lives are completely torn 

apart by doing it – even if they achieve some success. They’re unemployable, their personal 

lives often hit the rocks; it’s a very, very difficult thing to do and you will only get people 

blowing the whistle if you have strong incentives the other way. There need to be rewards, as 

there are in the US. In the United States, perhaps most famous whistle-blower was Bradley 

Birkenfeld, who received a very large award for revealing tax evasion at UBS. 

 

It’s very likely that the vast amount of international action there’s been on tax evasion – very 

strong action – wouldn’t have happened without that whistle-blowing. I think we need similar 

kinds of arrangements when it comes to money laundering.  

 

One of the difficulties with money laundering is that the place where the money is being 

stolen from is not likely to be the most receptive. It probably even doesn’t want to know about 

it. It certainly doesn’t want it publicised. So it’s not going to reward anybody.  

 

So the reward system probably has to be an international effort. People who are blowing the 

whistle on money laundering out of Russia aren’t going to receive a check from the Kremlin! 

There needs to be some reward incentive on a more international level. Perhaps the European 

Union is one forum. Others may work as well. I think that’s something seriously worth 

looking at.  

1-031-0000 

Sven Giegold (Verts/ALE). – One issue that some of you touched upon and which we 

haven’t discussed very much so far in this series of Special Committee hearings is the role of 

Cyprus in the whole European financial system, but also when it comes to dirty money 

flowing into Europe or then being forwarded elsewhere.  

 

Mr Kirschenbaum, you have published on this subject before. Could you tell us in detail about 

the presence of Russian money in the Cyprus banking system, in particular in terms of its 

ownership structure? And to the three of you, could you try to give us your impression of the 

seriousness of the authorities in Cyprus to implement anti-money laundering legislation? 

Please share with us your insights. 

1-032-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – The first part of the question was on the presence of Russian money in 

Cyprus’s banking system. Historically, it’s been very large. The government of Cyprus has 

announced, following a variety of events including the recent scandals and US visits to 

Cyprus and discussions at a high level, a series of reforms. It has said that due to those 

reforms there has been a significant decrease in the amount of Russian deposits in Cyprus and 

it has released some figures to back that up. That may be true, but I don’t think the figures 

they’ve released are adequate to demonstrate that, because the deposit figures are not 

collected at a beneficial ownership level. In other words, what they are releasing is the 

number of accounts, either in the name of a person who declares Russian nationality, or of a 

company formed and registered in Russia. It doesn’t tell us one way or another how much 

Russian money is actually there and it could certainly have shifted to EU or Cypriot 

companies. Historically, though this presence has been very large, as was demonstrated by the 

collapse of the Laiki Bank in Cyprus and then the bail-in of the Bank of Cyprus, the largest 

bank, where Russian and Ukrainian shareholders became the most important voting bloc after 

the government because they had the largest deposits. 
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The second part of your question was on ownership structure. What we know now is that 

there are three large – I’m speaking about Cypriot centres  – major banks left in Cyprus. The 

Bank of Cyprus has approximately 50% market share, the Hellenic Bank which took over the 

Cooperative Bank and became larger, and RCB which was formerly called Russian 

Commercial Bank. There are some smaller banks, including Cyprus Development Bank, that 

I’ve written about, and other European banks. But what we know about the main three is that 

there still seems to be a very significant Russia/CIS element of the ownership structure.  

 

The largest shareholder of the Bank of Cyprus: the Bank of Cyprus, after the bail-in, had 

Vladimir Strzhalkovsky as the vice-chairman of the board. He was later removed and Viktor 

Vekselberg was brought in. So Viktor Vekselberg is still the largest shareholder and he has 

people on the board, including Maksim Goldman who works for the Renova Group or is 

affiliated with them in some capacity, so it appears he’s still the largest shareholder. Since 

April he’s been subject to US sanctions, but it would appear that he still has a great deal of 

influence there. 

 

Looking at the other two banks. Hellenic Bank: the large shareholder is an American hedge 

fund, but the second largest shareholders is a video game company that is owned by a 

Belarussian national and does a lot of business in Belarus and Russia, so they seem to have 

ties to the CIS. I should also point out that there have been a number of questions raised about 

Hellenic’s acquisition of the Cooperative Bank and whether there was proper oversight of 

that. 

 

Then the third bank, RCB, is in its name a Russian bank. It was formerly majority-owned by 

VTB-Vneshtorgbank, the second largest bank in Russia. It was then partially owned by 

Otkritie, a private Russian bank that has some relationship with VTB. When Otkritie 

collapsed last year, Kirill Zimarin, who is still the CEO, bought out Otrkitie’s share. He 

announced in an interview in a Cypriot newspaper that his acquisition of Otrkitie’s shares was 

funded by a loan from RCB, which would seem to raise questions also about capital adequacy 

and related party transactions.  

 

So with the three largest banks we still see major linkages to Russia and the CIS and also 

ongoing concerns about governance and freedom from political influence. So certainly in the 

banking sector we still see those questions raised. More broadly, there is this enormous 

dependence on money from Russia and the CIS in the banking sector, and again, more 

broadly, financial services and professional services in general – so everything from asset 

management, wealth management, to securities trading and broker dealers to lawyers, 

accountants, realtors and all the rest. The economy there remains very heavily dependent on 

money from Russia and the CIS and that makes it politically difficult to do anything about it. 

1-033-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– Thank you very much. That was excellent, Joshua, but let me add a few things here. With 

the bank bail-in during the crash in 2013, this was effectively very dirty money that was 

bailed in. All the decent money had already left, because there was a one-day warning period, 

as the bank crash was caused by the Greek bonds being defaulted upon in March 2012, and 

the crash happened a year later. So anybody who understood anything about finance took the 

money away. 

 

The big role of Cyprus has been for transit. In 2013 the IMF did a forensic study of the 

Russian money in Cyprus, and it turned out to be USD 36 billion, which is a substantial 

amount of money. But of this, only USD 14 billion was effectively invested in Cyprus itself – 

so, much less. If you think about it, there are about 70 000 Russian nationals living in Cyprus. 

Plenty of them have probably got Cypriot citizenship now. In Limassol you see posters in 
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Russian, many of them advertising apartments to be bought in St Petersburg and Moscow for 

people who get tired of the sun and want to return to the nice snow. 

The Cypriot authorities claim that they have done a lot to clean up, and they now insist on 

getting full disclosure on Ultimate Beneficial Owners, in line with the Fourth and Fifth EU 

Anti-Money Laundering Directives. So they seem – or at least claim – to be complying with 

it. They also say that they have closed 50 000 bank accounts because they didn’t think that 

they knew where the money was really coming from. So they have done substantial things. 

But on RCB, which Joshua talked about: in the Panama Papers we can see that RCB gave a 

loan to Putin’s childhood friend, the cellist Sergei Roldugin, of USD 650 million, which was 

not paid back. And instead, Bank Otkritie, as Joshua mentioned, bought RCB from VTB, 

which very much seemed to be a way of covering up an intentional loss of a loan. So there is a 

lot to clean up, but the Cypriot authorities claim that they are doing it in quite an energetic 

fashion now. 

1-034-0000 

Nicolas Bay (ENF). – Mesdames et Messieurs, j’aimerais pour ma part que l’on se penche sur 

le cas de Moukhtar Abliazov. Ce citoyen kazakh, qui se prétend maintenant victime d’une 

persécution politique orchestrée par Moscou et Astana, a été condamné par la justice de son 

pays pour avoir détourné plus de 6 milliards de dollars entre mai 2005 et février 2009, en tant 

que président du conseil d’administration de la banque kazakhe BTA. 6 milliards de dollars! 

 

Réfugié d’abord en Angleterre, il a été rattrapé par la justice britannique puis française, alors 

qu’il faisait l’objet de mandats d’arrêt internationaux émis par le Kazakhstan, la Russie et 

l’Ukraine. En 2012, la Haute Cour de Londres a confirmé le détournement de l’argent de la 

banque BTA pour une somme se chiffrant à plus de 4 milliards de dollars. En outre, au cours 

des procédures britanniques, M. Abliazov a tenté de tromper la justice anglaise en fournissant 

de fausses informations et en falsifiant un certain nombre de documents. En conséquence, la 

Haute Cour de Londres a condamné M. Abliazov à 22 mois d’emprisonnement pour outrage à 

la justice. Il s’est alors réfugié en France, où le 9 décembre 2016, plusieurs mois après la 

signature par le Premier ministre d’un décret d’extradition, un surprenant arrêt du Conseil 

d’État a subitement annulé les procédures contre M. Abliazov, malgré le rejet d’un énième 

pourvoi en cassation en octobre 2016. Plus récemment, l’affaire a été relancée au Kazakhstan, 

où des juges suspectent M. Abliazov d’avoir commandité l’assassinat du banquier kazakh 

Yerzhan Tatishev fin 2004. M Tatishev était alors le président de la banque TuranAlem, plus 

tard rebaptisée BTA. Il se trouve qu’en 2005, c’est M. Abliazov qui est devenu le président du 

conseil d’administration de cette banque. Depuis son exil, M. Abliazov a lancé une fondation 

baptisée «Open Dialog» dans laquelle plusieurs membres de TAX3 semblent d’ailleurs 

investis, et il y a aujourd’hui une vraie interrogation sur le financement des activités de cette 

fondation, qui semble vouloir concurrencer celle de George Soros. 

 

Voici donc mes questions. D’abord, les panélistes savent-ils où se trouve actuellement 

M. Abliazov? S’il est bien en France, jugez-vous acceptable qu’il puisse se promener 

librement au pays des droits de l’homme, malgré toutes les condamnations dont il fait l’objet? 

 

Ensuite, les panélistes ont-ils enquêté sur ces milliards de dollars qui se sont volatilisés? Si tel 

n’est pas le cas, peuvent-ils nous donner la garantie qu’ils vont engager une enquête? 

 

Enfin, Monsieur le président, pouvez-vous envisager que la commission TAX3 organise une 

audition spécifiquement consacrée à l’affaire Abliazov, compte tenu de l’ampleur qu’elle a 

prise, ou suffit-il de se déclarer ennemi de la Russie et de Vladimir Poutine ou du Kazakhstan 

de Nazarbaïev pour pouvoir être par avance innocenté de toute accusation et refuser tout débat 

contradictoire? 
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Pour ma part, je crois que le dénigrement systématique de la Russie ou de ses alliés ne saurait 

permettre à des criminels en col blanc de se faire passer pour des victimes. 

1-035-0000 

Chair. – I will respond to the last question about a possible hearing. As you know, a hearing 

requires agreement among the political group coordinators and then a Conference of 

Presidents, but as we are at the end of the mandate there is clearly no possibility to deal with 

that. Would someone like to comment on the questions raised? 

1-036-0000 

Joshua Kirschenbaum, senior fellow at German Marshall Fund’s Alliance for Securing 

Democracy. – I’m not familiar with that case. The final point that someone can steal money in 

Russia and then claim to be a member of the opposition, a victim of political persecution, is 

certainly true. But I don’t know the specifics of this case.  

1-037-0000 

Anders Åslund, Senior Fellow, Atlantic Council; Adjunct Professor, Georgetown University. 

– Well, I knew of the case and I find it very difficult to pass judgment on cases like this. I 

simply abstain from doing so. 

1-038-0000 

Chair. – Thank you very much. That brings this session to an end. I’d like to thank our guest 

speakers very much. I’m sure that we’ve received quite interesting and important input for our 

further deliberations. I’d like to thank you very much, gentlemen. 

 

I will close this session and we will continue in three minutes with the second panel. 

 

(The meeting was suspended for a few minutes) 

Panel II: The Magnitsky Case 

1-040-0000 

Chair. – Let us start the second panel, which is on the specific Magnitsky case. I’d like to 

welcome our speakers. 

 

Welcome to Mr Bill Browder, co-founder and CEO of Hermitage Capital Management, an 

investment fund that at one time was the largest foreign portfolio investor in Russia. After 

having business in Russia for ten years, Mr Browder was refused entry to Russia in 2005 as a 

threat to national security. After the death in prison in 2009 of Sergei Magnitsky, a Russian 

lawyer and auditor who had represented Mr Browder’s company, Mr Browder lobbied for 

Congress to pass the so-called Magnitsky Act, a law to punish Russian human rights violators, 

which was signed by President Barack Obama in 2012. 

 

Let me also welcome Mr Günter Schirmer, who is Head of the Secretariat of the Committee 

on Legal Affairs and Human Rights of the Parliamentary Assembly of the Council of Europe, 

who was in charge of the ‘Sergei Magnitsky and beyond – fighting impunity by targeted 

sanctions’ report, which was discussed in the Parliamentary Assembly of the Council of 

Europe last Tuesday, 22 January 2019. 

 

Each speaker will have some time for his introductory remarks. Mr Browder has prepared an 

introduction of ten minutes. The floor is yours. 

1-041-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – Thank you for the 

extra time and thank you for this invitation to tell the story. 

 

I’m going to tell the story about the money-laundering aspect of the Magnitsky case, and I 

have a PowerPoint presentation. If I could draw your attention to the screens that are around, I 
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will be able to talk through this and hopefully, quickly enough so that I can do it in the 

allotted time. 

 

The Magnitsky story dates back to 2007, where a massive financial crime was committed in 

which USD 230 million of taxes that my firm had paid to the Russian government was stolen 

from the Russian government by a number of corrupt officials. 

 

Sergei Magnitsky, my lawyer, investigated the crime, discovered the crime, and then testified 

against the officials who were involved in the crime. And in retaliation for his testimony, he 

was arrested, he was tortured for 358 days, and he was killed on 16 November 2009 at the age 

of 37. 

 

After his death, I began a campaign to get justice for Sergei Magnitsky, and there were two 

parts to the campaign. There was what I call political justice – where we sought to get the 

Magnitsky Act passed, which you just described – and there was criminal justice. And the 

criminal justice asked a very simple question: who got the money that Sergei Magnitsky 

exposed? Who got the USD 230 million? 

 

That’s what I’d like to talk about briefly today, and I think there are a number of very 

interesting insights that we’ve gotten from this investigation. The first lead in our 

investigation as to who got the money came from a man named Alexander Perepilichny. He 

was a Russian member of the criminal enterprise who fell out with his co-conspirators and 

came to us as a whistle-blower with a bunch of information. 

 

The information that he provided to us was that the person in the Russian government who 

was responsible for the illegal USD 230 million tax refund – her name was Olga Stepanova – 

some of that money, USD 11.7 million of that money, went to her husband in Credit Suisse, 

and he provided the bank documents. 

 

We took that information. We wrote complaints to the Swiss prosecutors and the Swiss 

prosecutors froze that money. Subsequently, Alexander Perepilichny dropped dead at the age 

of 44 with no previous health issues outside his home in Surrey, London. The police did not 

investigate it as a murder. 

 

In 2012 we got more information on this crime and the USD 230 million, which was where 

the money went within the Russian banking system and how it left the Russian banking 

system and went to Moldova. 

 

We thought this was a big breakthrough, but it only got us as far as Moldova. However, we 

had another big break in our case, when the Organized Crime and Corruption Reporting 

Project (OCCRP), an NGO of investigative journalists, were able to get the Moldovan case 

files of a bank called Banca de Economii, which showed that the money went from Moldova 

to Cyprus, Estonia, Latvia and Lithuania. And from that information we applied with criminal 

complaints to those law enforcement agencies and opened up criminal cases. 

 

The next big break in our investigation came from the OCCRP and a journalist from Barron’s 

magazine, who discovered that some of the money that went through all these accounts ended 

up in New York. And from that information, we applied to the US Department of Justice. 

They opened up a criminal case, they froze a number of assets, and they discovered that the 

apartments belonged to a man named Denis Katsyv, who is the son of a high-ranking Russian 

government official named Pyotr Katsyv. And in the end, the Katsyv family paid roughly 

USD 6 million to the Department of Justice to settle the case. 
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They haven’t been so fortunate yet in Switzerland or the Netherlands, where their money is 

also frozen. We found money USD 7.8 million that belongs to the Katsyv family in 

Switzerland and EUR 3 million that belongs to the Katsyv family in the Netherlands. Both 

accounts were frozen by law enforcement agencies of both governments and criminal cases 

are ongoing. 

 

 

We also, from the investigation in Estonia, we were able to find money in quite large amounts 

flowing to France. We found EUR 28 million flowing to France, and from that EUR 

28 million flowing to France, the French investigators opened up a criminal case, and they 

were able to freeze USD 10 million in France, Monaco and Luxembourg. 

 

And perhaps the biggest discovery of our investigation was that we discovered 21 accounts at 

Danske Bank in Estonia, which was responsible for laundering, at some point in time, 200 of 

the USD 230 million from the fraud that Sergei Magnitsky was killed over. 

 

And from those 21 accounts, we then worked together with an organisation in Denmark called 

Berlingske, which is a newspaper, and from that cooperation with Berlingske we discovered 

that it wasn’t just USD 200 million that was flowing through Danske Bank but more than 

USD 9 billion from these 21 accounts. 

 

That article was probably one of the most quoted articles in the history of Danish journalism, 

and from that article the Danske Bank launched its own investigation, and from its own 

investigation, Danske Bank confirmed that it wasn’t just USD 9 billion flowing through their 

bank but USD 234 billion flowing through Danske Bank from Russia and other former Soviet 

countries in the form of suspicious transactions and money laundering. 

 

So those are the success stories in our case. I’d like to just draw your attention to the countries 

that refused to open investigations, and those countries are: Austria, Finland, Denmark and 

the UK. 

 

When we complained to the Austrian authorities, they refused to open up a criminal case, 

saying that tax crime in Russia is not a criminal act that would give rise to investigations for 

money laundering under Austrian law. 

 

In Finland, we found money flowing from this crime to a Finnish fur company. The laundered 

money went to the Finnish fur companies and then the furs went back to Russia. And we 

applied in 2013 to the Finnish law enforcement authorities, and they said they were not aware 

of the criminal origin of the payment. 

 

In November of 2013 we applied to the Danish prosecutor – I should point out this is well 

before this whole Danske Bank scandal ever came to light – and they rejected our application 

to open a criminal investigation, saying that the initiation of a formal criminal investigation is 

not likely to lead to a criminal prosecution in Denmark. 

 

And I have actually two slides on the UK’s refusal to open up a money-laundering case. In the 

interest of time I won’t go through every one of the responses, except for the final one. In 

2015, when we applied to the National Crime Agency, we got a letter back saying, ‘at this 

stage, a domestic criminal investigation relating to money laundering in the UK is not the 

most effective way forward’. I’m not sure what the most effective way forward is if not 

opening a criminal investigation. It has since emerged that the person in charge of the 

investigation at the National Crime Agency, who thought there was a case, was instructed by 

his superiors not to open a criminal case into money laundering in the UK. 
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So in summary, from this Magnitsky case we’ve been able to identify twenty countries that 

received illicit proceeds from the case that Sergei Magnitsky was killed over. There are 

sixteen live law enforcement investigations. There is currently USD 34 million frozen in five 

countries and USD 6 million paid out so far – and we’re nowhere near done yet. 

 

So what are the major takeaways from my experience? 

 

The first is that corrupt Russian officials have developed one of the most sophisticated 

money-laundering schemes in the world. The scheme works with a number of layers. The first 

layer is a bunch of Russian banks. The next layer is Moldova, Ukraine, Kazakhstan and 

Kyrgyzstan. The next layer are the four weakest countries in the European Union for money-

laundering enforcement: Cyprus, Latvia, Estonia and Lithuania. And then the final layer is the 

distribution of this money to major final destination countries in the EU and the United States, 

Canada and other places. 

 

Who benefited from this crime? Well, this is just a preview. because there’ll be more coming 

out in the future. But we’ve identified USD 800 000 of this crime going to Sergei Roldugin. 

Sergei Roldugin is the famous cellist exposed by the Panama Papers as being worth 

USD 2 billion, and it’s widely believed that he’s a trustee for Vladimir Putin. 

 

USD 2.1 million we can directly trace to Denis Katsyv. Denis Katsyv was the one prosecuted 

in America. His father is Pyotr Katsyv, who is the Vice-President of Russian Railways and 

formerly the Vice-Governor of the Moscow region. 

 

As I mentioned, USD 11.7 million went to Vladlen Stepanov. Vladlen Stepanov is the 

husband of Olga Stepanova, the Head of the Tax Office No 28 that did the tax refund. And we 

recently traced EUR 266 000 to Tatiana Liksutova, who is the wife of Maxim Liksutov, who 

is the Deputy Mayor of Moscow. 

 

As I mentioned, this is not a complete list; there will be more names disclosed in the future. 

 

What did these people buy? Or rather, what did this money buy? This money bought private 

jet charters, real estate, luxury cars, private school fees, jewellery and watches, yacht charters 

and luxury fashions, to name a few things. 

 

On a more sinister basis, this money has been used for other things. We discovered that some 

of the money – this is a complicated chart – went to a man named Isa Al Zayed. Isa Al Zayed 

had accounts in Cyprus. Isa Al Zayed is on the US Office of Foreign Assets Control (OFAC) 

sanctions list for supporting the chemical weapons programme of the Assad regime. 

 

And so, effectively, money stolen from the Russian government was then used for black 

operations of the Russian government to support terror and war in Syria. I should also point 

out that the same laundering machine was used for the Russian, Moldovan and Azerbaijani 

Laundromat. 

 

And finally, I should point out one extremely troublesome issue, which is that the money 

launderers who laundered the USD 230 million from the Magnitsky case did it in 10 days. It’s 

taken us 10 years, with multiple jurisdictions, to come to this conclusion, and it was only 

because my lawyer was murdered and I made it my life’s mission to get justice for him that 

we’ve come to this conclusion. I don’t believe that any one law enforcement agency would 

ever be able to do this, which is quite troubling and worrying about what it means to uncover 

massive amounts of money laundering in the EU. 
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So what are my recommendations? The first recommendation is, because it takes so long for 

people to share information, most countries don’t want to even begin money-laundering 

investigations. There should be a central EU body that collects all bank financial information, 

and that body should not just collect information for investigation purposes, it should collect 

that information for prosecution purposes. It should become evidence that’s available for 

prosecutions. By doing this, this would make it possible for many money laundering cases to 

happen that can’t happen now. 

 

My second recommendation is to expand the statute of limitations. I was just in Denmark and 

I was meeting with the Danish prosecutors, and they told me that no part of the Magnitsky 

case could be prosecuted in Denmark, because the statute of limitations expires after five 

years after the crime is committed. That’s ridiculous, and it’s particularly ridiculous when 

they refused to open a criminal case in 2013, five years after the crime was committed, and 

have only opened a criminal case now. 

 

The statute of limitations should be at least ten years, and it should apply when a crime is 

discovered, not when the crime was committed. 

 

My final recommendation is to reverse the burden of proof – we call this the Dutch approach. 

In Holland, the people who are suspected of money laundering, who have suspicious 

transactions, have to prove that their money was legitimate, as opposed to the other way 

around. In that way you avoid all these complicated deals and situations where the 

governments in Europe have to go to the Russian government and ask them for mutual legal 

assistance. And I should just finish up by saying that when the US government went to the 

Russian government to apply for mutual legal assistance in the Prevezon case, the lawyer for 

Prevezon, Natalia Veselnitskaya – who also happened to be the lawyer who went to Trump 

Tower – prepared the response from the Russian government to the US government, saying 

that the Russian government wasn’t going to give the information. And the US government 

found this out from her emails, and she’s now being indicted for obstruction of justice. 

 

Basically, anybody who goes to the Russian government to prosecute a Russian money-

laundering case will not get the information they need. And so one has to change this, 

otherwise most cases can’t be prosecuted. 

 

(Applause) 

1-042-0000 

Chair. – Thank you very much, Mr Browder, for your comprehensive presentation and for 

your recommendations. 

1-043-0000 

Günter Schirmer, Head of the Secretariat of the Committee on Legal Affairs and Human 

Rights of the Parliamentary Assembly of the Council of Europe. – Thank you for inviting me 

to briefly present the Parliamentary Assembly’s report on ‘Sergei Magnitsky and beyond – 

fighting impunity by targeted sanctions’. 

 

As mentioned before the report was adopted last Tuesday by a very large majority – only 

three votes against.  

 

The Assembly’s rapporteur, Lord Donald Anderson from the United Kingdom, Socialist 

Group asked me to apologise for his absence. After having spent a full week in Strasbourg he 

has important parliamentary business in London to attend to this week. 

 

In its new resolution the Assembly first recalled its Resolution 1966 from 2014 on refusing 

the impunity of the killers of Sergei Magnitsky. In Resolution 1966, the Assembly urged the 
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competent Russian authorities to fully investigate the circumstances and background of the 

death in pre-trial detention of Sergei Magnitsky and to hold the perpetrators to account. As 

documented in some detail in the underlying report by Andreas Gross from Switzerland, 

Socialist Group, Mr Magnitsky had denounced a massive tax reimbursement fraud against the 

Russian State budget by criminals benefitting from the collusion of corrupt officials. 

Resolution 1966 in January 2014 envisaged targeted sanctions such as visa bans and asset 

freezes, against the officials involved as a means of last resort.  

 

In the further follow-up, the Assembly’s Committee on Legal Affairs and Human Rights took 

the view that the Russian Federation had not made any progress in the implementation of the 

Assembly’s resolution, and instead of prosecuting the perpetrators of the crimes against 

Mr Magnitsky and disclosed by him, the Russian authorities harassed Mr Magnitsky’s 

mother, his widow and his former client, William Browder. The Assembly’s President at the 

time, Anne Brasseur from Luxembourg, transmitted Resolution 1966 to all national 

delegations for follow-up. In the meantime, several Council of Europe Member States have 

adopted Magnitsky laws. 

 

Last week the Assembly noted that the Russian authorities have still not made any progress in 

holding to account the perpetrators and beneficiaries of the crime against Sergei Magnitsky. 

All relevant cases were closed. Some of the officials in question were even publicly 

commended by senior representatives of the State. The Assembly further noted that 

Mr Browder, who is leading the worldwide campaign against impunity, continues to be 

persecuted by the Russian authorities. This was condemned by the Assembly already in 2017 

in a report on abusive recourse to the Interpol system by German rapporteur Bernd Fabritius, 

and the Assembly noted last week that Russia once again attempted, this month, to misuse 

Interpol’s procedures against Mr Browder.  

 

Meanwhile, several member and observer States of the Council of Europe – Estonia, Latvia, 

Lithuania, the UK, Canada and the United States – have adopted Magnitsky-type laws, 

enabling their governments to impose targeted sanctions on perpetrators and beneficiaries of 

serious human rights violations. The Assembly strongly welcomed these laws and the fact that 

the more recent ones are not limited to persons from particular countries, or found to be 

involved in particular crimes, such as the killing of Sergei Magnitsky. 

 

The rapporteur asked me to note that the first persons targeted under the Canadian law, for 

example, are Burmese and Venezuelan generals. 

 

Last week, the Assembly also warmly welcomed the initiative by the Netherlands and others 

in the EU context, to enact a legal instrument allowing for targeted sanctions to be applied to 

perpetrators of human rights violations without geographical limitations, and it also calls on 

the EU to include a reference in the title of this instrument to Sergei Magnitsky. His name 

stands, as the Assembly says in its resolution, for all the brave people in numerous countries 

who have lost their lives fighting corruption and upholding human rights and the rule of law. 

I should like to stress, on behalf of Lord Anderson, that the latter point is of special 

importance to the Assembly. The name of Sergei Magnitsky has not only become well-known 

and highly symbolic in the human rights community, but it also stands for one of the 

best-documented individual cases of impunity for serious human rights violations. The 

Parliamentary Assembly first called for Mr Magnitsky’s release when he was still alive in the 

report in 2019 by Sabine Leutheusser-Schnarrenberger, a former German Federal Minister of 

Justice, which first analysed relevant documentation. In another resolution, another rapporteur 

from Germany, Marieluise Beck from the Green Party, came to the same conclusions. 

 

Last but not least, the aforementioned report by Andreas Gross provides a detailed analysis of 

documentation received from numerous sources, including reputable NGOs, the Russian 
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National Protection Mechanism under the UNCAT – the Public Oversight Committee, then 

led by Valery Borshov – investigative journalists and numerous documents from court 

proceedings made available by the Magnitsky family’s lawyers, with the help of William 

Browder. Mr Gross gave the competent Russian authorities ample opportunities to comment 

on these documents, during two fact-finding visits to Moscow, where he met at length with 

senior representatives of the Interior Ministry, the Investigative Committee and the Federal 

Prison Service, as well as the Governor of the Russian Central Bank. 

 

In last week’s resolution, the Assembly also stressed the advantages of targeted smart 

sanctions against individuals and affiliated companies over general economic or other 

sanctions against entire countries. 

 

Referring to its earlier resolution on UN Security Council and EU anti-terrorism blacklists, 

the Assembly also called on member and observer states and the EU to ensure that such 

Magnitsky legislation lays down a fair and transparent procedure for the imposition and 

eventual withdrawal of targeted sanctions. 

 

Finally, the Assembly called on all countries and institutions concerned to cooperate with one 

another in identifying appropriate target persons, and by sharing information on persons 

included in on sanctions lists.  

 

I believe I have reached the end of the time allotted for my intervention. I am, of course, at 

your disposal for any questions you may still have. 

1-044-0000 

Chair. – Thank you very much, Mr Schirmer, for describing this important contribution of the 

Council of Europe.  

 

Now we will open the discussion with the members, with five minutes for questions and 

answers per member.  

1-045-0000 

Luděk Niedermayer (PPE). – Thank you very much for coming here. I must say that this is 

not only fascinating, but obviously a tragic story because Mr Magnitsky was killed.  

 

I can see that due to your enormous effort, Mr Browder, you discover a small piece of USD 

200 million that leads to a small piece of USD 200 billion laundered by Danske Bank, that is 

just a very tiny fraction of money that was the subject of corruption crime in Russia and in 

other places.  

 

So my first question is why are people not interested? Why are governments not interested? 

Why does it have to be just a private investigation leading to concrete persons, because at the 

end of each such event, even if it’s not tragic, there are some people that actually gave got the 

money and you are proving that they can be found. So why? 

 

The second question is, I believe that direct individual sanctions are one of the most effective 

tools that we have. Why are so many countries reluctant to adopt a law. Why, at least in some 

very extreme cases, like the case of Mr Magnitsky, are the sanctions not used. Why? What’s 

the problem, especially within the EU, which is based on respect for values – a legal state, a 

state of law, democracy, freedom and all those values which are our essential values. Why are 

we so reluctant? 

1-046-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – I’ve ask myself 

this question every day for ten years. The answer is that different people are reluctant for 

different reasons.  
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Let’s start with the worst reasons and work our way backwards. There are some people who 

are benefiting from this flow of money and I believe in particular in the UK there’s a lot of 

Russian money flowing around. That money is being spent and being paid to certain members 

of the British establishment to make sure that things aren’t happening. We’ve actually found 

evidence of payments to members of the House of Lords and other people in that regard. We 

also found in the Swiss investigation, which has now lasted for seven years, that a senior 

member of the Swiss Federal Police was having inappropriate contacts with the defendant in 

the case. His expenses were being paid for trips to Moscow. We found the deputy prosecutor 

of Cyprus was having inappropriate relations with people in Russia. And these are just the 

worst cases we’ve discovered, and if this is just what we’ve discovered imagine how many 

more there are that we haven’t discovered. That’s the first part. 

 

On a more innocent basis then you have people who are saying, well, it’s just too much 

trouble, we don’t want to have trouble with Russia, Putin is very vindictive. We don’t want to 

have him being vindictive towards us; it’s easier to do nothing that to do something. 

 

Then you have just simple laziness. Some people are just not good at their jobs. Some people 

just want to go home at five o’clock. I’ve always said that spending a dollar fighting evil is 

worth USD 100 trying to do good, but most people don’t want to fight evil, because evil 

fights back.  

 

So for that reason, on a money laundering basis, people don’t want to do things for those 

reasons. On a political basis, it’s probably the same thing – that in certain countries there is 

either corruption, fear or laziness as well for not implementing the Magnitsky Act. 

1-047-0000 

Günter Schirmer, Head of the Secretariat of the Committee on Legal Affairs and Human 

Rights of the Parliamentary Assembly of the Council of Europe. – If I may add a question that 

all the rapporteurs with whom I worked in the meantime have asked themselves and haven’t 

really found an answer: why does Russia, at the highest level of the state, continue to not 

prosecute or go after the perpetrators of the crime but go after the victims and the ones who 

campaign for accountability? 

 

One of the theses that we had heard in preparing the Gross report was that this could be – and 

one of our rapporteurs on the Laundromat case, Dutch Senator Mart van de Ven, calls it not 

whitewashing but ‘black-washing’ – reverse money laundering, where Sergei Magnitsky 

might have had the bad luck of tripping over the tip of the iceberg of a large system of turning 

budgetary funds that are under controls in any country (also in Russia) – under the control of 

parliament, under the control of the court of accounts – into some kind of a parallel slush 

fund, a gigantic parallel budget which is used for buying influence, buying power. Not 

imposing power; the persons who presented this approach to us weren’t comparing – it was 

not the 1984 approach (George Orwell) of power by oppression but more of a ‘Brave New 

World’ approach of buying power by buying off, buying support in one’s own country and 

abroad. 

 

Our rapporteur has never dared decide whether there’s been enough evidence for such a 

thesis, but maybe Bill Browder can comment on that. What other reasons could there be? This 

tax reimbursement fraud, as we’ve seen in the investigation, is a very frequent occurrence. 

The 230 million are really the tip of the iceberg. The investigative reporters from Novaya 

Gazeta with whom worked had, from a former whistleblower in the finance administration, a 

list of all recipients of tax reimbursements of a particular year in a few Moscow tax offices, 

and this is an amount equivalent to USD 1 billion, and they found that 90% of this money 

went to what they call ‘one-day flies’: companies set up only for the purpose of receiving the 
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tax reimbursement. And then the money disappeared in the well-known channels. Maybe 

Sergei Magnitsky had the bad luck of tripping over the tip of an iceberg that the authorities do 

not want to expose, for obvious reasons. Is that a possibility? 

 

As I said, the Assembly has not taken a position that this is the case; we haven’t seen enough 

evidence for that. We’ve seen enough evidence for the other things that are in the resolution, 

but it would be interesting to hear what you have to say on that. 

1-048-0000 

Chair. – Thank you. We may perhaps come back to it later.  

1-049-0000 

Jeppe Kofod (S&D). – Thank you, Mr Browder and Mr Schirmer, for your presentations. I 

also want to thank you for your openness, because you named companies, accounts, 

authorities and the people behind all of this. I have to say that’s one of the things I observe in 

this discussion on dirty money and money laundering – that it’s hard for people who come out 

and know about this to name things. They are probably afraid of the legal repercussions that it 

can have. So first of all thank you for your openness.  

 

If I may concentrate on the European Union, because I think that’s key, I agree with the 

recommendations you mentioned, Mr Browder. But I want to know – because Austria, 

Finland, Denmark and the UK refused to open investigations as you said – did you have 

contacts besides what you explained, for example in the case of Denmark? Did you have 

contact with, for example, Danske Bank or the Danish FSA or other authorities, and what 

were their responses when you talked to them? Did they take it seriously? What happened in 

that kind of process? 

 

Then I would like to ask if it is possible also to do written follow-up questions, because 

there’s so much material – also in your presentation – that I would like to go into? 

 

But for now these two questions.  

1-050-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – First of all, we 

would be delighted for any follow-up questions. I hope this is the beginning of a conversation 

that would lead to some kind of concrete and material output. I know we can’t bring Sergei 

Magnitsky back, but we can prevent crimes like this from happening in the future if testimony 

and engagement like this becomes something more than just talk but action. 

 

The way in which we go about engaging with law enforcement authorities as we gather up 

evidence is that most of the evidence is obtained through criminal investigations from one 

country that we can then use for another country. We then share that information specifically 

with law enforcement and regulatory authorities of the country. We don’t share it with the 

perpetrators or alleged perpetrators, for a very specific reason: that we don’t want them to 

destroy evidence or to in any way impede a real investigation. 

 

We found it quite difficult to convince even the countries where we have opened 

investigations – it sometimes takes years for them to become interested, and sometimes it 

requires parliamentarians, the media and other people getting involved. The fact that we 

applied to Denmark in 2013 and it wasn’t until there was a major scandal with Berlingske in 

the Danish press that there was a real investigation opened gives you some sense of how hard 

it is to get an investigation opened. 

 

I’ve joked that it’s harder to get the UK to open a money-laundering investigation than it is to 

get into Harvard Law School, because you have to have the perfect crime that’s perfectly 
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prosecutable, and nobody has to make any extra effort to do that. And that’s a very sad state 

of affairs. 

 

I think that there is a very weak prosecutorial culture in Europe generally, not just the United 

Kingdom. In America when we brought the case they grabbed it, and in most other countries 

– not all countries, in France and Switzerland and a few other places they’ve been quite robust 

– but in many countries they really just don’t want to have this kind of thing on their plate, 

and I think that creates a very strong incentive for the bad guys to do stuff. 

 

I have serious doubts whether anyone is going to go to jail over the Danske Bank case. And if 

they don’t go to jail, then it gives incentives. There’s a lot of money available to money-

launderers, and if on one side there’s a lot of money and on the other side maybe you get fired 

from your job, there will be future cases of people doing money laundering. However, if 

somebody goes to jail, it all stops. 

1-051-0000 

Jeppe Kofod (S&D). – I just specifically want to know: did you have any contact also with 

Danske Bank? 

1-052-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – We had no contact 

with Danske Bank or with any target of our criminal complaints. We never get in touch with 

them. 

1-053-0000 

Jeppe Kofod (S&D). – So only with the authorities? 

1-054-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – It’s the authorities’ 

job to investigate those organisations. 

1-055-0000 

Gunnar Hökmark (PPE). – Thank you very much for both of the presentations here. May I 

say that we should thank Bill Browder especially for the information here and for the 

enormous work having been done for ten years. It has helped us not only to understand that 

some things are going on, but to achieve knowledge and understanding of what is going on – 

and also understanding that there is a lot more to know. Both of these aspects are just as 

important. In reality you have done the work that European institutions should have done.  

 

I think it’s crucial and important for this Committee, as well as for this Parliament, to stand up 

for this investigation, and also to make a strong commitment to the implementation of a 

European Magnitsky Act. Also that this Committee proposes how to strengthen other 

European and national institutions in order to secure that we can fight back against what is 

financial and criminal warfare. We need to be aware of that this is what this is about. This is 

not about money laundering which it is essential to fight anyway, but has a dimension that is a 

fundamental threat to Europe and our democracies.  

 

So I hope that we can have broad agreement on this path forward. I would like to put the 

question – just to clarify, Chair, I think you mentioned it and I think it is totally clear – as to 

there having been no one in Russia investigated or prosecuted for the criminal acts we are 

talking about. That’s one question.  

 

Another one – and I would like to forward this to both of you, but maybe especially to 

Mr Browder – is would you like to elaborate on the security threats coming from this 

enormous amount of money? You touched upon the Syrian issue, but I think it is important 

that we can have a broader picture and understanding of what this is about. It would be good 

to hear from you about how you look upon the weaknesses. My Danish colleague touched 
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upon it as well. Why isn’t it criminal? Is it because the authorities don’t understand it is 

criminal, or is it a lack of legislation or a lack of response? 

 

It would be good to hear from you also – and you had it in your presentation – about the weak 

spots in Europe. You mentioned Cyprus and a number of other countries. Mr Åslund earlier 

mentioned Cyprus. Would you like in a way to go a bit deeper and explain why these 

countries are weak spots? I think we all have some sort of understanding about that as well, 

but it would be good to get it highlighted here. 

 

Then maybe also your views on how we should proceed regarding setting the Magnitsky Act 

in reality here in the European Union. I think now is the time to put pressure on Member 

States, on the High Representative, on all the institutions in the European Union that have to 

act. 

1-056-0000 

Günter Schirmer, Head of the Secretariat of the Committee on Legal Affairs and Human 

Rights of the Parliamentary Assembly of the Council of Europe. – Very briefly, there were a 

few investigations against lowly prison officials for negligent medical treatment of 

Mr Magnitsky, but they all went nowhere and, as described in Mr Gross’ report, nobody was 

actually held to account. I can say that very clearly. 

 

As for the weaknesses, the Parliamentary Assembly has also recently had a report on 

anti-money laundering and more specifically on the confiscation of illegal assets. From the 

Council of Europe’s human rights perspective, the report invites all member states of the 

Council of Europe, which includes, of course, all Member States of the EU to follow – you 

called it the Dutch model, we call it the Irish – model of reversal of the burden of proof for 

confiscation of illegal assets for non-conviction-based confiscation of assets. 

 

That is the only tool which will work. In the preparation of this report I have had a lot of 

contact with prosecutors – frontline, coalface prosecutors – from many countries, including 

from my own country, Germany, who are totally frustrated about the degree of evidence that 

is required to confiscate anything from anybody because of the wrong understanding of 

‘protection of private property’ which, according to the case law of the European Court of 

Human Rights, does not protect illegally-acquired property.  

 

We have basically offered our Member States on a silver platter the possibility to bring in 

really sharp tools to take away from organised criminals and beneficiaries of high-level 

corruption what they are really in it for – namely the money. So we hope that this will lead to 

giving prosecutors the tools that they need to do their jobs; otherwise they will just give up.  

1-057-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – I want to start with 

your question about what is the risk to us of this money laundering. A lot of people think of 

money laundering as sort of an anodyne victimless crime. That is not the case here. The 

victim in this case obviously was Sergei Magnitsky, but there is a victim on the other side of 

this case, which is the corruption of Europe in a lot of different ways.  

 

I mentioned the Swiss Federal Police officer, the Cyprus deputy prosecutor and various 

Members of the House of Lords who are paid money from these gangsters and corrupted by 

these gangsters. And for every one of them that we’ve spotted there’s probably 20 more that 

we haven’t spotted. 

  

I mentioned the payment to a man named Issa Al-Zeydi, who is known by the US 

Government to be responsible for material support for the Syrian chemical weapons 

programme. Why he got that money from this crime I don’t know, but from what I can 
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imagine it wasn’t for good purposes. As Robert Mueller discovered, dirty money from Russia 

was paid to Facebook and Twitter to manipulate the US elections. This is a dirty business, 

which is expanding Putin’s objectives, and Putin’s objectives are to create discord and chaos 

in the West. He’s doing it and he’s doing it well and he’s doing it with this money. By not 

stopping this money he will continue to do it. 

 

In terms of the weak links, I would need a lot more time than just now. I would probably need 

a few hours to go over all the weak links, but let me just touch on a few pet peeves. Cyprus is 

a huge weak link. It took Cyprus more than two years to respond to the French investigative 

judge, Renaud Van Ruymbeke’s, mutual legal assistance request to provide bank documents. 

At the same time as they were not cooperating with him, the Cyprus Government was 

cooperating with the Russian Government in allowing Russian prosecutors and Russian 

policemen to come and raid my law firm’s office in Cyprus – the law firm that I used – to try 

to build a case against me. So they were not cooperating with European law enforcement but 

they were cooperating with Russian law enforcement to persecute me. That’s outrageous. 

That shouldn’t be allowed. Cyprus is a member of the European Union and it should be 

punished and penalised for not cooperating with legitimate law enforcement and cooperating 

with illegitimate law enforcement. Why is Cyprus doing that? Probably for the same reason 

that we found out that the deputy prosecutor was somehow influenced by Russia. There’s a lot 

of money, a lot of Russian money going to Cyprus. And a lot of people who are surviving off 

of that Russian money and whose interests are totally conflicted. 

 

Let me finish off by talking about the Magnitsky Act. I’ve spent ten years – or nine and a half 

years – working on getting Magnitsky Acts passed all over the world. There are now six 

countries that have Magnitsky Acts: the United States, Canada, the UK, Estonia, Latvia and 

Lithuania. 

 

I’ve been working on the EU since the beginning. In 2014, this House passed a resolution 

unanimously calling on the European Union to put a Magnitsky Act in place, and the head of 

the External Action Service, Federica Mogherini, rejected that request from Parliament and 

rejected several subsequent requests. Then we were told by her staff that if we wanted to get a 

Magnitsky Act in Europe we should not try at the European Union, we should do it only at the 

Member State level. So, we went to the Member States and most of them said: we’d like to do 

this; we think it’s a good idea but it should really be done at an EU level. So one of our 

parliamentary allies in the Netherlands said okay to that government, let’s do it at an EU level 

and we’re going to put a formal resolution in our Parliament demanding that you put it at an 

EU level. The government party, the VVD, said no, let’s not do that. Because it was a 

minority government all the coalition partners and all the opposition voted in favour of it, and 

it passed with a majority and it called on the Dutch Government to do a Magnitsky Act at the 

EU level. So the foreign minister of the Netherlands, Stefan Blok, then put a proposal at the 

EU level and he specifically took Magnitsky’s name off of the proposal, and he specifically 

told members of different Dutch political groups here to not mention Magnitsky’s name. 

Why? To appease Russia. 

 

That should absolutely not be allowed to go through here, and one of my objectives here 

today at Parliament, in addition to this testimony, is to gather support from all the political 

groups for a resolution calling on the European External Action Service to reinsert 

Magnitsky’s name, as it has been inserted in all the other countries. 

1-058-0000 

Günter Schirmer, Head of the Secretariat of the Committee on Legal Affairs and Human 

Rights of the Parliamentary Assembly of the Council of Europe. – The Parliamentary 

Assembly has explicitly endorsed this request because of the highly symbolic nature of the 

name Sergei Magnitsky, as mentioned before. 
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1-059-0000 

Chair. – (In response to an off-mike remark by Gunnar Hökmark) Yes. We’ll come to that in 

the next session. You’re right.  

1-060-0000 

Ana Gomes (S&D). – My question was actually about what, in your perception, the reason 

was for this resistance to having a European Magnitsky Act. I myself authored a report, which 

was adopted by Parliament in 2013, calling for just that – a European Magnitsky Act – at that 

time linking it to the need to fight for human rights and therefore to sanction those responsible 

for human rights violations, but even more so now when we also uncover this very significant 

angle and reason, which is indeed the fight against money laundering.  

 

I wish that Gunnar Hökmark will be the PPE representative the next time we gather for our 

directives on anti-money laundering, from what he has said today, based on this case, because 

many of the proposals that we made were actually blocked by the PPE Group and by 

governments linked with the PPE – namely the proposal for a more effective system to fight 

money laundering at the central level in the EU, a European FIU for instance. It should, of 

course, also be replicated in Eurojust. 

 

You mentioned the particular case of this lady, Ms Veselnitskaya, the lawyer who, at the same 

time that she had dealings in Trump Tower was also drafting the answer that the Russian 

prosecutors gave to the American prosecutors. This kind of infiltration – it’s not just the 

buying-off of politicians, as you say – could be happening in our Member States at the 

moment, and even in the EU as a whole. Do you have any comment on this? 

 

Finally, you say that the same laundering machine that was used for the Russian laundromat 

was also used for Moldova and Azerbaijan. Actually, Moldova seems to be a conduit in that 

process. Do you think that, due to the fact that our Member States don’t realise – as Professor 

Åslund said earlier – that corruption is actually a form of hybrid war, they may be more 

sensitive when it comes to Russia – if they hear you – but, for exactly the same reasons, the 

Moldovan, Azerbaijani and other laundromats will be discarded? 

1-061-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. –The laundromats: 

there really aren’t great geographic distinctions between criminals. All these guys work 

together, launder money together, play together and they all use the same lawyers, they use 

the same trustees, bankers. The system is highly sophisticated. As you get into the details of 

this type of money laundering, it requires such a such a high degree of sophistication that once 

the pipe is set up everybody uses it, which is both bad because so much money has flowed 

through this pipe, but it’s also good because we’ve now discovered the pipe.  

We discovered this pipe by pulling on a few threads. We discovered this pipe through Sergei 

Magnitsky. We discovered this pipe through the Azerbaijani investigation, and it is possible to 

dismantle the pipe. Günter was just saying they’ll build a new pipe, and they might very well 

build a new pipe, but it’s going to get harder to build that pipe if we do some of these things 

that we’re talking about here. If all of a sudden some of these cases get prosecuted, some of 

these laws start getting implemented.  

 

One of the main issues here is lack of enforcement. I believe that laws need to be changed, as 

I’ve discussed, but even if not a single law ever gets changed, if real law enforcement started 

happening, if people started being prosecuted, if money started being seized, that would put 

the fear of God into a lot of people who don’t currently feel fear in this whole story. What do 

we do to make local or, I would say, Member State law enforcement agencies enforce? I don’t 

know. I mean I’ve looked at it in the UK and it’s shocking in the UK, so I will go with the 

stories about how we found the Magnitsky money in the UK and we have gone to the law 

enforcement five times, and I’ll go to Parliament and I’ll tell this story and everyone in 
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Parliament will be up in arms and say ‘that’s outrageous’ and they’ll demand of the 

government to do something and then the government minister, the minister for dealing with 

this stuff, will say, ‘this is outrageous, we’re going to start doing something’. 

 

But it turns out that the law enforcement agencies, very specifically, aren’t under any political 

control, which is probably a good thing, except that the law enforcement agencies can decide 

to do nothing, and nobody can do anything about it.  

 

So it’s like trying to drive a car where the steering wheel doesn’t steer the car. We have to 

look for points of leverage, we have to look for points of shame, we have to look for any type 

of thing that we can to make it all happen. 

1-062-0000 

Günter Schirmer, Head of the Secretariat of the Committee on Legal Affairs and Human 

Rights of the Parliamentary Assembly of the Council of Europe. – I will comment briefly. I 

am a little reluctant to be in favour of law enforcement being under the control of the 

government from experience in our human rights-related work, and in many cases before, but 

what is clear is that enforcement is the key – not the formulation of the laws but enforcement. 

Law enforcement officials must have the tools to effectively deal with the threat, with crimes, 

without running up against a brick wall as is the case in many countries now. 

 

We have a report under preparation, precisely as a follow-up to the report on facilitating 

confiscation of illegal assets, on strengthening FIUs Europe-wide. I am very happy to have 

heard before how important it would be to have an EU FIU, a central one. Individual Member 

State FIUs are weak, very weak, in many countries – we’ve seen Malta, we’ve seen Germany 

and the scandal in the German press about customs officials playing at being an FIU.  

 

It is a field where enforcement must be strengthened. Otherwise, all the best laws won’t work.  

1-063-0000 

Ana Gomes (S&D). – Could I just say that a European FIU was proposed in our TAX report, 

which was adopted by Parliament, and forcefully proposed by Parliament in the context of the 

Fifth Anti-Money Laundering Directive, but turned down by some governments. 

1-064-0000 

Chair. – We will keep on pressing and, at the end of the day, I think it will turn out well.  

1-065-0000 

Molly Scott Cato (Verts/ALE). – I’m a Brit, so it’s depressing to hear your accounts of the – 

very bad – inability, and basically unwillingness, to deal with this in my own country. I feel 

that you’re right in saying that Russian money basically suffuses the elites on all sides and at 

all levels.  

 

I’ve produced a website called the Bad Boys of Brexit. For my sins I actually represent quite a 

few of the worst boys of Brexit, and it’s very clear that there’s a Russian connection and also 

a tax avoidance connection that’s driving the Brexit process and that was involved in 

manipulating what I consider to be an illegal referendum. 

 

I’m also the MEP for Salisbury, so four of my constituents have been poisoned by Russian 

special agents and one of them died. I also know we’ve had up to 14 suspicious deaths of 

Russians on British territory which haven’t been investigated properly by the police. So it 

seems to me that allowing dirty money into the UK has threatened our democracy and also 

undermined our national security.  

 

Now we have, as you know, had an amendment passed that supports the Magnitsky Act, but 

my problem with the Magnitsky Act is that it requires proof of human rights violation. I’m 

very interested in your suggestion of the Dutch approach, where you reverse the burden of 
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proof, but the thing that really astonishes me is – given everything we know and obviously 

this is by perspective with the Brexit and the Novichok poisonings – why on earth are we 

allowing Russian money to flow freely into the eurozone? Why aren’t we checking before the 

money comes in? Because it is difficult to prove the human rights violations afterwards and, 

as you’ve shown, it’s an extremely complex money-laundering system and there’s an awful 

lot of money, power and violence behind it. So it’s very hard to stop once it started.  

 

I would just like to ask you both what you think about the suggestion that instead of just 

allowing Russian money in, we require people to prove that they are responsible citizens and 

that they have a legitimate business reason for transferring that money, before it arrives? 

1-066-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – In theory, every 

bank should require a legitimate business reason for every transaction. That’s what ‘knowing 

your customer’ anti-money laundering regulations are all about.  

 

In practice it actually happens ... except when it doesn’t. I wrote a book called Red Notice. My 

publisher is one of the largest publishers in America called Simon & Schuster. I got a royalty 

check for USD 12 000 and the HSBC, my bank in Covent Garden, called me up from the 

money-laundering department saying, ‘could you please explain who this Simon & Schuster 

is and what this money was for?’ I said well, they’re the largest publishing firm in America; I 

wrote a book and this is my royalties. 

 

It seems inconceivable to me that I’m getting harassed over a royalty cheque from a 

well-known publishing company when USD 234 billion can flow through Danske Bank and 

nobody is asking any questions at all.   

 

What it shows is that the system doesn’t work because there are large gaps in the system and 

the bad guys look for those gaps. Those gaps will exist as long as the incentives are greater 

than the disincentives – the incentives for money laundering are greater than the punishments 

that are being meted out, which at the moment are zero.  

 

I wanted to say something, a very important thing, about your question about a burden of 

proof and sanctions, which is that in the United States the Global Magnitsky Act punishes 

human rights violators. It also punishes kleptocrats.  

 

The current proposal by the Dutch Foreign Minister for an EU Magnitsky Act, where he’s 

proposing not to have Magnitsky’s name on it, is just for human rights violations. One very 

concrete thing, in addition, is to make sure that it’s consistent with the US and Canadian and 

other Magnitsky Acts, which also go after grand kleptocracy, and again the burden of proof 

on these things is high. It’s not easy to get people on the Magnitsky list – nor should it be 

easy. It shouldn’t be easy to sanction people, but the sanctions should be highly punitive for 

the people who end up on this list. It’s very symbolic, but it such should certainly include 

kleptocracy in addition to human rights abuses. 

 

As for reversing the burden of proof, I’ve made my point. I think that the Council of Europe 

has made their point and I think one ‘no brainer’ thing to come out of this whole discussion is 

a proposal that suspicious transactions should be proven to be non-suspicious. The United 

Kingdom just passed a law called the Unexplained Wealth Orders, which means if you have 

money that you can’t explain then you have to explain it. Anybody doing legitimate business 

can explain where they got their money from, and that should be the basis for doing 

something.  
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1-067-0000 

Molly Scott Cato (Verts/ALE). – What I’m trying to say is that every transaction from 

Russia should be considered a suspicious transaction. That’s my proposal, basically.  

1-068-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – I don’t necessarily 

disagree. I mean, I think that it would be ... maybe ... 

1-069-0000 

Günter Schirmer, Head of the Secretariat of the Committee on Legal Affairs and Human 

Rights of the Parliamentary Assembly of the Council of Europe. – I must say there I do 

disagree. It’s not all Russian businesses that are illegitimate. There is a lot of oil and gas 

export that needs to be paid and there’s a lot of legitimate investment. There is no doubt about 

that. It’s also not true that all Russian judgments and all Russian law enforcement is by 

definition fraudulent and corrupt.  

 

There are cases which concern, I would say, the ruling elite and their members where one has 

to be cautious because there is anecdotal evidence – a lot of it I’ve seen in my career – of 

manipulation of law enforcement and the judicial process, but that doesn’t mean that 

everything that comes out of Russia is automatically illegitimate. 

 

But of course, not only all financial transactions out of Russia should be looked at, whether 

they are illegitimate or not, but so should all transactions – say over a certain threshold 

meeting the de minimis rule. I was personally affected by this – my oldest who lives in 

London has just bought his first little place to live, and he needed a family loan and I 

transferred some money to him. I had to explain how I was able to save over 25 years of a 

career enough money to make a loan to my son, and I find this normal. This was not such an 

enormous sum but already more than the de minimis rule could be.  

 

Why not have a rule that doesn’t discriminate against countries or origins, whereby all 

transactions over a certain amount of money should have to pass a legitimacy test – at least 

prima facie.  

 

Then the reversal of the burden of proof. The Parliamentary Assembly was never advocating 

reversing the burden of proof to be placed on the sanctions list, only for confiscation of illegal 

assets, and that distinction needs to be made. For the sanctions list there should be not the 

same standard of proof of ‘beyond reasonable doubt’ as for criminal conviction, but serious 

information, serious intelligence about reasons for being placed on the sanctions list, where 

the target person has to be given the chance to react and disprove. We laid this down in some 

detail in Lord Anderson’s report so as not to let any misunderstanding creep up. There is, of 

course, a need for rule of law, also on the side of those who fight abuses of the rule of law.  

1-070-0000 

Nicolas Bay (ENF). – Le 27 avril 2016, à l’invitation d’une députée finlandaise, le réalisateur 

Andreï Nekrassov, connu pour son engagement résolu contre ce qu’il qualifie de «système 

Poutine» devait montrer au Parlement européen son nouveau film consacré justement à 

l’affaire Magnitski, à l’origine des premières sanctions occidentales contre la Russie en 2012. 

 

Ce devait être la première, quelques jours avant une diffusion sur la chaîne franco-allemande 

Arte, qui était prévue le 3 mai. Or, au tout dernier moment, les deux événements ont été 

déprogrammés, annulés, censurés, tant la projection au Parlement européen que la diffusion 

sur Arte, alors que le film cofinancé par la chaîne avait passé toutes les étapes de contrôle et 

de vérification, et qu’il avait fait l’objet d’une campagne de lancement dûment validée, elle 

aussi. 
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Pourquoi donc une telle censure dans une zone géographique où est censée régner la plus 

parfaite démocratie? Andreï Nekrassov a d’abord suivi à la lettre les indications données par 

M. Browder, puis il a osé mener sa propre enquête, en vérifiant un certain nombre de 

documents et en interrogeant des personnes qui, jusque-là, n’avaient pas eu droit à la parole. 

C’est ainsi qu’il s’est aperçu que le récit de M. Browder contenait de très nombreuses 

incohérences, mais aussi quelques faux évidents, comme la photo, par exemple, de ce jeune 

employé qui aurait été hospitalisé deux semaines après avoir été roué de coups par la police. 

M. Browder, vous avez fait utiliser la photo d’un Américain, bel et bien battu par la police, 

mais c’était aux États-Unis et c’était en 1961. M. Browder, si vous estimez qu’il s’agit là de 

calomnies, vous avez la possibilité, naturellement, de poursuivre M. Nekrassov devant les 

tribunaux. 

 

En attendant, toujours est-il que M. Nekrassov continue à déconstruire un peu votre 

storytelling, comme il l’a encore fait récemment à Londres, le 13 novembre dernier. Tout est 

sur son site internet, que j’incite mes collègues à consulter – on n’est pas obligé de le croire 

sur parole. Sans que vous ne l’ayez poursuivi pour diffamation, M. Nekrassov persiste et 

signe dans les conclusions auxquelles il est arrivé en réalisant son film. M. Browder, partout 

dans le monde, vous vous prétendez – je cite –, l’ennemi numéro 1 de Vladimir Poutine, ce 

qui ferait sourire, évidemment, si les faits n’étaient pas aussi graves. 

 

Ma question est donc la suivante et elle appelle une réponse très simple: n’est-il pas désormais 

nécessaire d’organiser un débat contradictoire entre vous, M. Browder, et M  Nekrassov? Ce 

dernier a déjà témoigné devant le Congrès des États-Unis sans être, là encore, poursuivi pour 

diffamation. M. Browder, est-ce que vous en acceptez le principe? 

1-071-0000 

Bill Browder, CEO and co-founder of Hermitage Capital Management. – Thank you for your 

question. I knew that there would be one from the FSB fed into here, so, glad to address the 

FSB. If the FSB is watching, here is your reply. 

 

Andrei Nekrasov is a scrappy film-maker who was at one point working for Boris Berezovsky 

doing anti-Putin films, and when Berezovsky died, he ran out of money and he needed a new 

sponsor, and his sponsor became the FSB of Russia, in my opinion. 

In that exercise, Andrei Nekrasov made up a complete propaganda film with FSB talking-

points throughout the film. He has tried on a number of occasions to play the film, and we’ve 

objected, because his film is full of lies and misrepresentations, and in some places our 

objections have been upheld – here in the European Parliament. In some cases, they’ve shown 

the film. They showed the film in Washington DC, and everybody who saw it thought it was 

completely a load of Russian propaganda. 

 

So I don’t believe that Andrei Nekrasov is a lawyer. Andrei Nekrasov is a paid propagandist, 

and I don’t think that I should lower myself to his level to engage with him in any 

conversation. 

1-072-0000 

Günter Schirmer, Head of the Secretariat of the Committee on Legal Affairs and Human 

Rights of the Parliamentary Assembly of the Council of Europe. – If I may add, in 2016 this 

film was considered by the Committee on Legal Affairs and Human Rights as a crass example 

of disinformation. Our then First Vice-Chairman, Bernd Fabritius, happened to be on the 

Board of ZDF in Germany, and quite in extremis – at the last moment – convinced those 

responsible for the programing with files, evidence on hand that this was indeed a piece of 

misinformation. 

 

I happen to know in some detail how some of the scenes came about, because Mr Nekrasov 

also ‘raided’ in a very strange way my former rapporteur Andreas Gross. We waved a piece of 
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paper in Russian in front of him claiming something that wasn’t true. There were no names. 

Mr Magnitsky never accused anyone of anything, and certainly not the policemen who later 

put him in pre-trial detention. This was an outright lie. Later we had the paper that Mr Gross 

was shown analysed in both the English and Russian versions that we had worked with. It was 

clearly a trap. In the same way he tried to entrap Marie-Louise Beck at her office in Berlin, 

where he even accused her parliamentary assistant of being the handler of Mrs Beck, who in 

reality was a CIA spy. Then he tried to raid me too at the Council of Europe building in 

Strasbourg. I refused an interview, and then he still made something up. It was really a piece 

of disinformation. I could speak for hours on that. I was really angry about this kind of 

propaganda. I will spare you the details, but I can provide Mr Bay with a lot of information, 

because my Chair at the time – especially because the rapporteur had already retired – was 

very keen on clarifying this in order to uphold the integrity of the Committee and of the 

Assembly. 

1-073-0000 

Chair. – Thank you very much. Although strictly speaking our Committee doesn’t have 

competences to deal with films from the point of view of their content or even artistic value, 

we were able to exchange views on that, and I appreciate that. We have one request for 

catch-the-eye. 

 

Catch-the-eye procedure 

1-074-0000 

Petras Auštrevičius (ALDE). – Thank you Chair. I’m sure it’s not about evaluating films, 

it’s not about fiction. But I think at this point in this special House and Committee we should 

kill lies and not produce any fake news. Not many probably in this room can remember the 

day when we were supposed to review this movie of Mr Nekrasov, and I just want Bill to 

recall whom he’d been followed by – Natalia Veselnitskaya – who happened to be meeting 

Donald Trump before elections and been a special representative from the Kremlin to the 

Trump team. So I know it’s difficult to be independent when your party is financed by 

Russian banks, and based on this, you can ask many questions in this audience. But do we 

believe that two high-ranking Russian intelligence officers have been just tourists in 

Salisbury? If we do, please close these hearings. 

 

(End of catch-the-eye-procedure) 

1-075-0000 

Chair. – Thank you. That brings our session to an end. I’m afraid it’s not that difficult to 

draw a conclusion from the discussion. I’d say that, first of all, money laundering involving 

Russia and the European Union is certainly a crucial and explosive topic. It goes well beyond 

the financial crimes we usually discuss here. There is at least a strong suspicion, and often 

based on evidence, that the money involved may influence decision-making in EU Member 

States, in its elections, in its referenda or even perhaps at various levels of state 

administration. 

 

When it comes to money-laundering schemes, some Member States seem to be more 

vulnerable than others and even instrumental in them. Certainly we need to broaden and 

reinforce our set of tools and instruments at all levels to tackle this fundamental threat. I’m 

sure that we will do it in our report in this Committee from the point of anti-money laundering 

and related issues, and I’m sure that this public hearing also raised awareness about the issue 

and its complexity and explosive character. 

 

So I’d like to thank all the guest speakers again for their immense contributions. Thank you 

very much. We will close this session and we will continue the meeting on our report in five 

minutes. 
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(The meeting closed at 17.29) 


