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1. Background and Scope
1.1 Background of the investigation

In D ber 2016, 42 cory deposi M’nﬂvdmldﬂpﬂhﬂno{ﬂ:tywukmhufrnmﬂm
(“Privatbank Cyprus™) were suh,eaed to a “bail-in” wh the funds totalng imately USD 310 million

wmmhmdwcmndormmma-mmm\wmkmdmmhlmqmm In Cypeus, legal
cases have boen i d by six holders al Privatbank Cypnas to challeng lhnmofﬂlcudcwauiot-:h

a purpose, These six hold § aroand $0%% of the total in USD
245 million, On 27 May 2017, Kol reccived a request from
the ind jon gathered 10 date in respect of the sx accousts inam Investsents , Lamil

Investments LLP, Berlmi Commerical LLP, Camerin Investmenis LLP, Sanoex lovestments LLP and Tampleman
Investments LLP {the “Six Depositors™).

2. Executive summary and next steps
2.1 Executive summary

The analysis of cash flows related to the Six Deposi porsies 1wo main el (1) the comversson of initial
Jonns to the deposi ly held at Privatbank; (2) the repay of the initial loans by issuing new Joans (loan
recyching]. A visual chart deculing the compl hanism is hed as appendix 7 While NBU analysed the
cash Mows for both parts, Kroll's analysis 1o dete has oncwmhtmlnsﬂwllnksbawem'hedewm
halances and the mitial loans. To date Kroll has not coaducted a detailed review of the loan recycling scheme, bot
has corroborated the analysis performed by NBU 1o bank Further detailed analysis of the loan recycling
mechanism will be part of our further work (see Section 2.2 Next steps)

Documents reviowed by Kroll in relation to the bank account sctivity for the Six Dep s who have d
clikms against Privashank d that the deposi umwmmthmoflmwhwhmm&

berweens 2008 and 2010 by Privatbank Cyprus, to «vmue- which were related parties of Privathank. The loans,
which totalled USD 361 milliom, mwxpcﬂnbnche& within which loans were fssucd within minetes of cach
other before being diately ed through o web of ions by related party company accounts
-huhwmhnvmuhmoomlllp\m kfmhtmphccdhdmaommurms“
Depositors. The funds were placed on deposit in the of a b v for ded
periods of up 10 two yoars, and were finally in the dep ofthe*inl‘ Gtoes at the time of the bail-in
Thcumul-M-.hwnnmodmnhcdzwnuwasngmnmxl)Nghathamh:mmwhxhvma.conthclom
ﬂmlouumrmheupmohmchln;mlonglmnnchurlc.whaebylomuswdbyPmnbmi(‘nmm

recycled and paid off by new loams wiich were fssued under the guise of legiti g Although the
loans which were issued and which were channelled 10 the deposi v now been sealed, the source of
funds which settled them has not yet been fully und d, ax it imvolved Itiple layers of loan recycling.

This report details three separate tunid fows. The first provides s summary of USD 207 million loans issued 1o five
companies which were classified by Privashunk or strongly suspecied by the NHU a5 being relsted parties o
Privathank, based on a number of defined criteria. These loass can be traced o depositor accounts in (he pame of
four of the Six Deposétors. During this process, imerest payments and other capital was also channetled 10 sccoants
held ot the Bank of Cyprus, totalling USD 125 million. The second fund flow traced USD 83 million of loans isswued
by Privathank Cypras 10 three relaied parly companics, which then was transferred 10 the depositar accoust of
umhunrlheSuDepommmndmndnnwdenﬂedmth-npanmbewmmhmd:mbmmdhm
Privathank Ukraine, totalling USD 69 millson which ane transfesred 10 the Jast of the Six Depositors,

No documentation was available which d d the parpose of the loans issued m 2008, but it appears

from the fund flows that they were imtentionally channetied Wwﬂnwhofml-mdp-nyummwuumme
source, before being placed on deposit to genersie isterest. Analysis hes alo revealed other significam factors which
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indicate that this was part of large-scale co-ordinated scheme. The bormowers who took out the loans were largely
related parties to the bank. The depositors themselves were ulso related parties with companies registered on the
same day with the same address in the UK, with ownership in the BVL The structures of moviag the funds also
demonstrite many of the characieristics of money laundering, for example the movement of funds through multiple
nccounts, layering of funds and using of loan funds as collateral for the same loan

Analysis of the Six Depositor accounts hus binked them all 1o Grigory nnd Igor Surkis, prominent Ukrainian
magnates who have maltiple interests in commercial enterprises. The two Surkis brothers are also known business
pariners of Izor Kolomoiskiy, one of the biggest sharcholders of Privatbank. Many of the companies involved in
cither the bormowing, the layering or the depositars could alvo be linked 10 Kolomolskiy

Because the deposior funds were used o “bail-in” the bank, the most significant dismipation of furds ouside
Privatbank which originated from cither the captal portion of the loan or the nterest received from the loans was a
sam of approximately USD 150 million which was transferved to 8 number of accounts held ut the Bank of Cyprus.

Although Kroll has not yet reviewed in detail the loan recycling analysis conducted by NBU we have cormoborased
many of the tansactions which were analysed to bank records and have not found any discrepancies n the work
undertaken. The NBU obscrvations included the use of “technical overdrafis™, where within one day the current
nccount of ane of the intermediary companies which was used 1o channel and disguise the funds may have a large
negative balance for part of the day which wax then settied later oo in the day. Other observations include the use of
the same network of offshore company sccounts for conducting loan ru\\lmu operations, usc of similar very
fenenic transactional descriptions and apparent lack of underlying dos o the ec bases for
money ransfors,

According to this information, in 2008-2010 a number of companies associated with Privatbank
received loans from Privatbank Cyprus, totaling USD 361 million.

“The loans, which totaled USD 361 million, were grouped in batches, within which loans were issued
within minutes of each other before being immediately channeled through a web of transactions
between related party company accounts which appeared to have no obvious commercial purpose.

n

According to investigators, the same funds were later deposited in Privatbank. They were initially
deposited for a period of up to two years at the time of the bail-in on the accounts of a number of



companies that later redirected funds to deposit accounts of six companies: Sofinam Investments
LLP, Lumil Investments LLP, Berlini Commercial LLP, Camerin Investments LLP, Sunnex Investments
LLP, and Tamplemon Investments LLP. They were all registered on the same day at the same address
and came under the jurisdiction of the British Virgin Islands.

“These six account holders represented around 80% of the total bailed in deposits in Cyprus,
totalling USD 245 million... ...The interest which was earned on the deposits was significantly higher
than the interest which was due on the loans,” — the Kroll report states. “The loans appear to be a
part of a much larger long term scheme, whereby loans issued by Privatbank Cyprus were recycled
and paid off by new loans which were issued under the guise of legitimate corporate lending.
Although the loans which were issued and which were channeled to the depositor accounts have
now been settled, the source of funds which settled them has not yet been fully understood, as it
involved multiple layers of loan recycling.”

About USD 150 million, including loan funds and interest, was withdrawn from Privatbank through
this scheme. According to the Kroll report, these funds were transferred to a number of accounts
held at the Bank of Cyprus.

Kroll’s research showed that all six deposit accounts mentioned in the report lead to Grigory and Igor
Surkis. They are Ukrainian oligarchs and business partners of Igor Kolomoiskiy, one of the biggest
shareholders of Privatbank before its nationalization. Surkis brothers tried to prove in the courts that
they were not associated with the former owners of Privatbank and insisted that the bail-in
procedure was illegal.

Simultaneously with the court proceedings in Ukraine, Igor Surkis filed a lawsuit in the High Court of
London. The lawsuit, contrary to the Ukrainian proceedings, declared the obvious connection
between Surkis brothers and Igor Kolomoisky.

On June 15, 2020, the Grand Chamber of the Supreme Court of Ukraine decided to close the case of
Surkis family against the National Bank of Ukraine: they failed to challenge the fact of their
connection with the former owner of Privatbank Igor Kolomoiskiy.

A Kroll's independent investigation of the Privatbank activities was carried out from 2016 to 2017. It
showed that Privatbank had been part of large-scale co-ordinated fraud scheme for at least ten
years prior to the bank nationalization, resulting in bank loss at least USD 5.5 billion. This
information is stated in the investigation results that were presented by the National Bank of
Ukraine in January 2018.



