
real estate business endeavors. So me news art icl es make note that several of Pa rango n's projects are 
built on s imila rly seized land.153 

Parangon executives-including its director Ju lia Smirnov Frantsevna (iOJlI1H CM I1PHOB 
4JpaHlJ;esHa)-have made severa l ap pea rances in early 2018 alongside Crimean and Russian 
government-linked entities. [n April 201 7 at the Yalta Economic Forum, Julia Frantsevna, Sergey 
Aksyonov (Cepreii BallepbeBI1'l AKccHoB, cu rrent Pri me Minister of Crim ea), and Andrei Filonov 
(AIiApe" BJlaAJ.l.MU pOBJ.l.'l <P11110HOB. Municipal leader for the city of Evpatoria) appeared at a public 
event where they signed a "Memorandu m of Coo peration between the Council of Ministers of the 
Republic of Crimea and Parangon LLc." The deal provided Pa rangon 6 billion rubles (US$97,740.000), 
tax breaks, and labor to build Aqua Evpatoria: a 4 star hotel. spa complex, and waterfront property 
located in Evpatoria with its opening planned in Q4 2019.1.~4 This project was then awa rded the "Best 
Archi tectu ral Project in Crimea" plaq ue in July 2017.155 Based on 2018 Digital Globe imagery, 
construction a t the si te has not yet begun despite receiving the funds to do so in April 2017. 

In Februa ry 2018, Sevastopol Governor Dmitry Osyannikov gave a public statement on the issue 
of the "Laspi Zakasnik" (nacnl1 3aKacHliK) zone. Zakasnik zones are roughly equal to national parks or 
nature preserves in the U.S. and require special app roval to develop. The gove rnor stated his belief that 
it was not necessary to increase the boundaries of the Laspi Zakasnik to prevent fu ture development or 
construction, and additiona lly expressed support for the government's seizure of protected land for use 
in development and defense purposes. The article notes that t he Crimean courts have sided with t he 
government in approximately 1.060 of the 1.090 land seizure-related court proceedings.l 56 

Coincidentally. Parango n. wh ich has posted a summary of this statement on t he news section of the 
homepage. has built a dual-tower apartment complex. " Lapsi.~ in that zakasnik, according to their 
homepage's property map.157 2018 AirBus Imagery on Google Maps confirms the two buildings' loca tion. 
Parango n has also been criticized for ill egally co nstructing real estate projects on other pro tected narure 
reserves such as Cape Fiolen t and t he Chersonese in Cossack Bay.1S0 

On February 2, 2018, Commercial Director ofRGC Parangon Nikolai Ga lichkin participated in the 
"Mortgage in Sevastopo) and Crimea ." The panel, organ ized by GC Most [s ic] (or 'Banks of Crimea and 
Sevastopol, Developers, Real Estate Agencies, and Construction Business'), also had unnamed 
representatives from GC Most. the Sevastopol Fu nd fo r Entrepreneurship Support, Bank Rossiya, RNeB, 
and AN "Multidom" [SicJ.159 This shows th at rea l estate in Crimea is likely a major focus fo r t he economic 
development plan in Crimea. 

153 "Conmuction roccl>.~"a)ja in the city ofRIIssja" glo ry." Rambler. 4 1uly 2017. bttps·llocws.ramblcr r ukwDOIDics/3731586Q
stroitc!naya-Vjlkb~na!iya-Y·"'Qrodc-ru$skQy-s!aYYI. 

154"RGC Parangon signed a Memol"dndum ofCoope,."tio o with t he Co undl of Mini~1:~rs ofth~ Rep ublic ofCrim~a a nd t he Evpatoria 

Municip<>l District." P"",ngon. 23 Apd) 2017. 
hnps·llroranCOD.On::/2Q 17/0i 12 3!r~k-rornncon-podlljS-1!a-lll£mompduDl-Q-yt.;Iimodc jstyii -s-sovctQm-mj Pisttov-n;spubliki-krym-i

e)lh!torjj,kiJll·UJunit~i'liIl!lyUJ·oknll!!llIl/ . 

1&'5 "The complex "Aqua Evpatoria" is recognized as the bestarchitecturnl w ork of the Crimea." Parnngon. July 20 17. 

bnps'llparan~n org/20 17/07/06lakva.cvp;ltoriya·prj"IDa n.h,cbsbim.a rbitektl,rnym.pwizvedeQ icm.krvrna I . 

156 ' Ovsyannikov called to stopthc "information HYIP" ~ausc of Las pi' ScvaslOl'ol News. 26 Febrllary 2018, httll ' lIncw

sLiwstupuLC!!JJl/ncns/id I2 I 72t . 
1S1' 'In the course of the report before the election. the governor ofSevastopol. Dmltry Ovsyannlkov, once again stressed that the Issue of 
Lasl'; w .... · dtlscu. ,,,,d the buun clal'''''''' u£then..,,-c,-.-c wc"" rr""Uy cklcn nincd. " P' .... "'Io;oll. 28 Fcb ... ",')" 20J8, 
hnllS" IIl1ilran"on 00./20 1e/03/1 S/y-bode-otcb cti! -pcrcd-zaks0braniroJ -gubcrn;¢o[·U'Wswpolya .dmirrji-pysyarwjkoy_y.ocbcrcdnpj . 

raz-llOtlchn\cuul.ch l!I·VO I!!l!.:j-m.-ias"i-ukryl-i·'iTdujlsY·l4Mzujlsa-vnn' tldclJ)"'Qkr;mc!wtclu"l . 

15S'C"pe)<ioJenlin Ctime" ~ •. ""iqll" I""d,·,· .. pe reS<'lve jo. JOEl.' Crime"" News Age" cy. 26 M"y 2017. 
bttp' IIgba gilD walen Iwcjety/c;-me-fiQlppt-jn-criowa-a:"1anj9"c.lapd"qpc-rciiY1Y!l.is-lost/1 40S001 

159 ' Mul1gagc in Scvas\Qpul a 'id CrilllC"d," I';lI"lltlgQn, 6 Fcbru3ry lOlS, hm/S' lIpijrdll\l!!11 !Jrv!2Q18{QZlQ6{j!K!\t;kj!-y-sCYijstp!1!~c+y, 
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Chart 5: Parangon Financials and Connections to Offshore H oldings 
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Using an array of open-source and Russian government business information found on nlSprofile. ro, 
Parangon 5 2017 Yalta Forum agreement (via Julia Frantsevna) was connected to the Iebedevs, 

several offihore holding companies, and a Moscow-based property management firm . 
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Map 2: Parangon Assets and Offshore Links 

Parangon Assets and Offshore links 
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Research uncovered four o.!fihore links to the Parangon fomi/y of companies. 

Of t he four overseas connections found, two of them have the same address in Belize City: 
Ili zia Commerce LTD and Man ola Holding Inc., which are located at an address that shows up in the 
Panama Papers. 160 161 The Panama Papers show tli zia Commerce is one of many shareholders of 
Corbet Group LTD, and other shareholders include two Uzbekistan citizens, a Panamanian-based 
company, a Belize oil company, and Cyprus-based Boroni Company LTD.162 

Jet Dri ve [sic] LTD's address was directly and indirectly related to hundreds of people and 
orga nizations through the Panama Papers, though translation of the exact Engli sh name of the 
company, the cost of pulling business records from the British Virgin Isla nds, and the amoun t of 

160 Rusprotile entry, "ll izia Commerce Ltd." hnp·IIWWW fIIsprotile ru/[orejgnf57417 

161 Rusprotile entry, "Manola Holding Inc:http://www.rusproflle.ru/[orelgn/S7418. 

162 Offshore Leaks datahase, "864 Northe rn Highway; TrelJis Building; Bel ize City; Beli7.e," 
httm: lIoff.~horelcak.sJdl .oll!fnodesl14Q23228 . 
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conneclions with this address made further research difficult given the t ime and resou rce 
constraints ofthis project.163 

Meligar Business Co rporation's registe red address was linked to hundreds of people and 
companies via the Panama Papers database, though none shared the exact same office.1&! 165 When 
searched on Open Corporate's database, Meligar Business Corporation is owned by Cambra La Duke 
and Co, whose employees are involved with many companies. l 66 

Trinfiko Property Management 000167 is a Moscow-based company that was the supplier in 
89 Russian government contra cts for a combined value ofUSS6,109,013, and is involved with 
"management of securities" services. l 68 The add ress for Trinfiko 000 has 23 registered addresses 
associated with it on Rusprofile, and accord ing to Google Street View imagery the add ress is a 
possible hotel or shopping center in downtown Moscow near several embassies. Trinfiko Property 
Management is owned by an assortment of compa nies and people with a wide a rray of ownership 
percentages including Cypriot-based Nibro Capital Management Ltd, which may warrant further 
investigation in order to map out the its network of affiliated persons and entities. 16'J 170 

Considering th e link to addresses in the Panama Papers, Russian government co ntractors, 
and Pavel Lebedev's increas ing benefits and involvement in Crimea n polities, Pavel Lebedev is 
likely exploiting legal contacts and employing economic obfuscation in order to increase his 
political and financial gain from his Crimean investments. His increasing political activities post
annexation, such as his position on the Russian Union of Industrialists and Entrepreneurs and his 
open remarks about eyeing a Sevastopol gubernatorial run, may indicate that he hopes to gain 
poli tical benefits from his investment in Cri mea. 

Additionally, Lebedev is using the political clout gained through these methods to receive 
cheap or free land from the Crimean government for development, such as in the Lapis zakaznik 
and Cape Fiolent. As previously stated, Crimean courts have s ided with the government in the vast 
majority of land-ownership legal cases. An alternate analysis is that Lebedev is not receiving any 
poli tical benefit, but rather, is personally responsible for his political positions. This analysis is 
based on the fact that his political party, the minor left-wing Rodina party, only won a single Duma 
seat when compared to Putin's United Russia Party's 344 seats in the 2016 elections.l7l It is 
unlikely that Putin would personally seek to elevate someo ne who does not belong to his own 
political party in a location as critical to Russ ia as Crimea. 

163 O/fgh", ... L<>akg lhrabag". 'W"'''''ron, Dl"ive, PO BDx 3469, BVJ: 

httns 'llolIshpreleaks,icii orglsNrcb'cat=3&c_&q"WATEBFRONT + DB1YE%>2C+PO+ Bou 3i69&u@_%E2%9(%93. 

164 Busprofile entry, "Mcligar Business Corp.: http'lIwwwrusmofikrylforclgD/S7317. 

IS!> Offshore Leaks Database. "50th Street; Global Plaza Tower; 19th floor; Suite 19·H; Panama City; Republic of Pamlma: 
https;//olishoreleaks.icij,o rg/nodes/1401840R 
166 Open Corporate Database Entry, "Mcligar Business Corp," hnps1/Ppenrornorates ,rom/companies/pa/B24754. 

167 Bank of Russia Ordnance, 2 November 2017, hup;lIdocplaycr ru/72Z62B86-Sodmhanje·lS·voyabrya·201Z-1929 hlml. 

166 RusproFlJe Entry, "Tr1nfiko Property Man:lgcmcm 0 00," Trinfiko, bnv'liwww rusprofilc ry/jd/12')0626. 

169 Rusprotlle Entry, "Nibro Capital Manage .. ent Ltd: ht!P;f{wwYirllsprofile,ru/foreignIlB61S, 

170 Rusprotlle Entry, 'CJSC Tnnflko Holdings: bnn ' IfwwwrusprofilcruIjd/120')646. 

171 Ben Nable, "Putin just won" supermaj<>ri ly j " the Dum:>. That matle",,: Washington Post, 1 lktobcr 201 6, 

httns·llmyw,washjngWnppsl,rom/news!won).;s:y·qge{wp/2Q 16!lO/Ol {pyljn·just,woO-a·suncr·majorjty·jo-tbc-dyma·tbat·nlo,ttcrs • 
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V. Crimean A,'.isets 

The seizure and subsequent privatization oflhe Navy Svel winery through a suspicious 
auction suggests that Putin's close.',t cronies will receive Crimea's finest spoils. 
According to the Ukrainian Mini stry of Justi ce, over 4,000 assets were seized by the local Russian
backed Crimean government after the 2014 annexation.172 One ofthe most recognizable ofthese 

assets is the Novy Svet (HOBbIH CBeT) winery which was established in 1878 and served sparkling 
win e at the co ronation of Czar Nicholas II in 1896. The winery was nationalized by Crimea and 
subsequently privatized in an auction held on December 22, 2017. The Crimean Ministry of 
Property and Land Relations (MHHHCTepcTllo HMYlLleCTlleHHbix H 3eMenbHblx OTHoweHHH 

Pecny6n HKH KphlM) auctioned the winery for 1.5 billion rubles (US$26.4 million) to a company 
nam ed Southe rn Project (lO>KH bIH npoeKT), according to the tender docu ment published on the 
ministry's website. 173 Yetthe Russian Federal Tax Service website says Southern Project itself was 
only registered as a Russian company on November 23, a month before the auction. t74 The 
company is registered as a real estate firm with Anna Yurevna Lastochkina (AIIHa JlacTo". KHHa) as 
CEO and founder. The registration document also names Bank Rossiya as a founder of Southern 
Project 

Bank Rossiya's chairman Yuri Kovalchuk is currently sa nctioned, but Lastochkina is not. 

She is listed as the founder a nd/ or CEO offour add it ional compani es acco rding to rusprofil e and 
individual company registration documents.175 She is the CEO and co-founder of 000 Lantana 
(JlaHTaHa), which is an accounting law firm registered in 2015.176 The other co-founder is Dmi tri 
Mansurov who is also the head of the legal division at Bank Rossiya, according to Bloomberg.l77 

Las tochkina is the CEO and fou nder of another holding company called 000 Abros 
(H HlleCTH LJ,HO HHan KOMnaHHn A6poc). Abros was regis tered in 2004. It is the oldest of all 
Lastochkina's companies but is now a subsidiary ofLanta na. 178 She is the CEO and founder of 000 
Ice (AHc) as well, a performing arts company regis te red in 201 4 and a subsidia ry of Abros.m Lastly, 
she is the found er ofNP Corpora te Village, registered in 201 2, but she is not the CEO.t8o All the 
companies she is affi liated with a re based at different add resses in St. Pete rsbu rg. except NP 

Corporate Village, which is in Leningrad. 

172Joho.Thor [);'hll.>".·""ml /.;,,, .... MiJls, 'Cri me"',, N~ .. v Rus .... i"" Ovcrl .. nls A,·cScizingTlwu""ml" OfBusin<'",cs." Businc",·I"sidCI". 2 
December 2014. httns·lly.wy.· bmjnQsjnsjdcr rom 'crjmca:;.ncw.russja n.owr[0rds.are.sciljng.thollsa nds-of.bysjue>ses.201 4.12. 

173 "I nfOlmation Rcsu lt~ of the Privatization Tran""ctiou." Ministry of Property and !.and Relation~ of the Republic of Crimea, 22 
December 2017. (See Appendix B). 
174 Ibid, 

175 Rusprot1Je entry. "!.astochkina, Anna Yurievna." lVWW.ryspmfile ry IpcrsQuIlIJSIilchkjnlJ.ayu· 782581 053673 

176 Single State Regi.~tcr of l..cgal Enti ties. '00 0 La nln na." (See Appendix 6). 

177 "Executive 1"1"0111e, Man.,umv, Dmitry Flemvich," Blnnmherrr. 

https·UwwwbloolPl!crg oom/n;garcb/stgcks/priYa tclpuson asp?pc[Son!d;32967I403&prjygmld"S3837 I O 1. 

176 Single State Register uf!.egal En tities. '000 Abrus: (Sec Appe ndix B). 

179 Single State Register of !.ega I Entities. '000 Icc: (Sec Appendix B). 

1ao Single Staw RCb~ster uf !.egal Entitles. '000 NP CUrpU'-dtc V111"t:c: (Sec AppendiX B) . 
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Her newest firm, Southern Project, was not the on ly bidde r for the Novy Svet winery. 
Another com pany called Voom Vokh Invest (Boom-Box HIiBecT) is listed as a bidder on the tender 
document 11l1 They were registered as a counseling and commercial activities firm in 2016 on 
Federal Tax Service documents.1A2 They are a microenterprise with less tha n 15 emp loyees and an 
authorized capital of 10,000,000 rubles (US$174,700) according to Rusprofile.ru. 193 Rusprofile.ru 
lists 20 firms operating at the sa me address, in the very sa me room as Voom Vokh Invest.ul1 

However, CEO Dmitri Viktorovich Zaichenko (tlMlfTPlfH BlfKTO POBlfll 3aH'-IeHKo) is not affilia ted 
with any other firm. This suggests that Voom Vokh Invest is a shell com pany and the Novy Svet 
auction was a ruse to ensure Southern Project-and, subsequently, Yuri Kova1chuck-won the bid. 

An article in the German wine t rade magazine Meinenger's Wine Business International 
claims other European entit ies were interested in buying Novy Svet, but were not allowed to bid by 
the Crimea Mi ni stry of Land and Property Relations who ma naged the auction. HIS The a rticle also 
cites a sta tement from Crimean governor Sergei Aksenov (CepreH AKceHoB [RussianJlCe priH 
AKCbOHOIl [Ukraini an]) that the government plans to privatize more wineries to profit from these 
auctions and raise additiona l tax revenue. Meinenger's claims that Novy Svet could be worth three 
times the price it was auctioned for and th at Putin helped his fri end Kova lchuk acquire the asset. 
This co uld serve many purposes for Putin: improving the Crimean fi scal situation, fostering 
economic development, and doing a favor for a trusted ol igarch who is investing heavily in the 
region. This could also be a sign that oligarchs close to Putin will have excl usive access to the most 
va luable privatized Crimea n assets at a di scounted rate. Meinenger's cites the Russia n Mi nistry of 
Agricultu re as estimating tha t total wine assets in Crimea are worth US$1.55 billion (88.5 bi llio n 
rubles). 

The fate of most of the other 4,000 assets could not be verified through Crimean 
government sources. However, cred ible organizations we re able to track down several major assets 
that were seized in 2014. Massa ndra (MaccatiApa) and Maga rach (Marapa'l) are two other notable 
win eries in Crimea that have not yet been privatized. t86 The Ukrainian oil and gas company 
Chornomornaftogaz (lle pHoMopHeqne ra3) was brought un der Gazprom's control shortly after 
annexation.11l7 Former Ukrainian public assets such as local colleges and Crimean Railways 
(KpbIMCKaJI )Ke.ne3Iiafl ,!\opora) were also nationali zed and reo rganized. Several private assets like 
Ya lta Film Studio (IlJ1TlfHCKaH KHHOCTYAHIl) and Krymavtotrans (KpbIMaBToTpaHc), a 

181 "lnfOimation Results of the Privatization Tr.msoction: Ministry of Property and Land Relations of the Republic of Crimea. 22 

December 2017, (Sec Appendix Bl. 

182 SIngle State Reb~ster of Leg,,1 Entitles .• OOOVoom Vokh l nve~t: {See Appendix Bl. 

183 Rusprofi le entry, ·000 Yoom-Yokh Invest· http;//W«W,[usprofllc.ru/jd/10601117/1fouDdw;. 

184 Rusprom.. . "1l94JS, MVSlvw; . 114. room XV _ fVi>m 1: 

%20%DO%BA%DO%BE%PO'tf;BC%DO%BP%DO%BO%P1%Q2%pooro!!Q%lOl. 

ISS Eugene Gerden, "Crimean Wineries to be Auctioned; Meinengcrs, 16 February 2018. hUm;//www.mchtinCf[.de/cn/wjDe-busjDCss. 
ItltcrnanQual (crimea n_wlnl'rles.bc-auqloncd 

\~ Andnoy Sambas. "ImItating Ch~vcz, A Yea r of NatloDallzation In Crimea." Carnegie Moscow Center. 19 ~larch 2015. 
hnp'lIcarDC\'ie ru/rommentarylS942 I . 
167 Ib id. 
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transportation company, were also seized, but their owners received some compensation. This is 
most likely because they were Russian citizens, according to Ca rn egie Moscow's Andrey 
Sambros.1B8 However, assets from Ukrainian oligarchs Aleksandr Leschinsky, Sergey Taruta, and 
Igor Kolomoisky were also seized in Crimea and subsequently nat ionalized.109 Sambros and LA 
Times correspondent Mansur Mirovalev claims that Crimean Prime Minister Sergei Aksenov has 
received many seized assets himself.l90 Specific assets could no t be verified, bu t public records on 
the Crimean government website show his personal wealth has increased by 1 million rubles since 
2014 ( over U5$16,000).191.192.193 His wife's income increased far more dramatically, from 2.9 
million rubles (U5$48,000) to 32.8 million (U5$543,358) in the same time frame. 194 The Speaker of 
the Crimean Parliament Vladimir Konstantinov also substantially increased his income from 2.5 
million rubles (U5$42,000) in 20 14 to 84.5 million rubles (US$1.4 million) in 2016.195 Sambros 
argues that the large nationalization project in Crimea was an attempt by Crimean authorities to 
show Moscow that they could bring economic development to the region without being a drain on 
the Kremlin's resources. Many large assets like wineries may continue to be auctioned orfto well
known ol igarchs while others could remain in the hands of local Crimean authorities who seek to 
become oligarchs themse lves. 

VI. Crimean Heavy Industry 

Unlike many o/tlle Russian entities detailed tllroughout this analysis, Ukrainian 
oligarch Dmytro (Dmitry) Firtash (,4Mumpo <Pipmaw IUkra;nianl/ ,4Mllmpllu <Pllpmaw 
[Russian]) lias been an instrumental center o[gravity in Russia's encroachment into Crimea, 
as he owns cllemical and metal related/acilities in tile disputed territory whicll almost 
certainly conduct business through opaque financial infrastructure. As co-owner of the Russian
Ukrainian gas intermediary RosUkrEnergo (PocYKp3Hepro. RUE), Firtash dealt with Russian gas 
moguls at Gazprom during the early 2000s and during the Yanukovych presidency, which almost 
certainly solid ified his importance to Moscow since he and RUE facilitated cheap gas deals to 
Russia, cultivating a relationship from which all involved parties certainly benefited in the long 
run.l96 197198199 In addition to his extensive dealings with Russian energy mogU ls. Firtash's ti es to 

188 Ibid. 

189 Ibid. 

190 M,,,,slIrMirova)cv. ·C,imean bu~iness owners callght up in pro·Russi"olf'dal.~' ernckdown." Los Angeles Times. 12 Janua,), 201 7. 
http·llwwwlatimesoom/worJd/eyroptIl3·[!!·qimca.yalt;l.2017.sto!)'btrol. 

1M "InfOimation on incomes, expenses. property and liabilities of property nature: Head oftbe Republic of Crimea. Chainnan of the 
Council ufMinlsters oftbe Republk of Crimea Aksenuva S.V. from January 1. 2014 to December 3 1. 2014 years, (See Appendix B). 

192 "Information on incomes. expenses. propeny and liabilities of property nature: Head oftbe Republ ic of Crimea. Chailman of the 
Couodl ufMinis\cr" oftbe Republic ufCrimea Aksenuva S.V. fmm January 1. 201S to December 31. 20 1S years, (See Appendix B). 

193 "Information on incomes. expenses. propeny and liabilities of property nature: Head oftbe Republ ic of Crimea. Chailman of the 
Couocil of Ministe,,, of the Republic of Crimea Aksen(}va S.v. fmm January 1. 2016 to December 31. 20 16 years, (See Appendix B). 
194 Ibid. 

195 Serbiy ~lokrushin and Sof13 FcdeL"Zl<o. "lJ<>wAnnc""tion Made Crimea's Self·Prociaimed COl'emmcnt Rkh. " Hromad.·l<e 
International. AUl:u~t 30, 2017. bttps·lko hromadske ua!oost>!bow.aooexalion- madc:ujmC;ls.sclf.procJajmcd.goyeromcn,·dch. 

196 Sbwomir M3t"'-4"k. "llow Uk,.,,;nian O);garch~ View Economic Intcgr:>tion w,th th" EU ~nd Ru.,~i".~ O~rod"k Stud;"w W~chodnie~ 
(OSW· Center for Eastern Studies). bIt Us· Ilwyow psw waw pl/cnlpubljkacje lanalYsesl20 11.09.14/bow·ykraloj" n.ollgarcbs.yjew. 
eal oon! jc. j oteg[;!tj 0 D ·cy·" nd· ry ssia . 

197 Hannah L~intnva,AI Vieens,and A.IlI")" o.,jean, " Hack~r. Ba~ ker. Soldier, Spy:'" G"id"to the K.,y Playc,"" in the Trump.Russia 
Scandal." Motber Joncs, bttvs;llwwyr,motbedoDCs,cOW loolj tics120 11106/russja·t rumQ'putin-scaodal·kcy·pJavers-dmiers/ . 

• • SCHOOL ,/ INTERNATIO NALSERVICE 
lUi! .\MERION UNIVER.Sm" ' W}.SHI~GTO~. DC 

39 

19_011-E3-oooo3148 

2018-06-192: 001763 



the Rotenberg brothers and notorious Russ ian mafia boss Semion (Semyon) Mogilevich (CeMeH 
Mor HneBH 'I) likely further solidifi ed his importance to Putin and the Kremlin,20o 201 202 203 204 Former 
Ukrainian PM Yulia Tymoshenko (IOnHR THM oweHKo) sought to disband RUE and even sued 
Firtash, alleging that Firtash, via RUE, was laundering money-though the case was eventually 
dismissed,205 According to numerous press releases on Firtash's Group OF (altern ately, OF Gro up) 
holdings firm website and other media, the oligarch has faced additional legal scrutiny (e,g, 
embezzlement claims, poss ible con nections to Russ ian organized crim e) yet has come away 
practically unscathed.206 207 208 The exact reasons are un known; though there may be a possibility of 
some Russian intervenlion, an alternative analys is co uld argue that the Ukrainian government does 
not want to vilify Firtash due to the philanthropic charitable works he has conducted, which benefit 
Ukrainians both in and outside of the country.2O? 210 211 

According to the Group OF website and numerous open sources, Firtash owns and/ or 
manages multiple com panies, which notably incl ude the following Crimea-based heavy industry 
companies: 

• Ukrainian Chemical Produ cts (1.J AO IOKpeHHHaH KeMHKan npOAaKTc) (UCP [IOKnJ ; 
formerly known as, bu t ollen still referred to as Crimea Titan [KpblM THTallJ) in Armyansk, 
which primarily produces ti tanium dioxide, fertilizer, and other chemicals 

• Crimean Sodi um Works (nAO KPblM CKHH COAOSblH 3aso,LI) - aiternately, Krymsky Sodovy 
Zavod (KSZ, [KC3J), Crimea n Soda Plant, Krym Soda, and PISC SZ-which is Ukra ine's 
primary soda ash production manufacturer. 
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ucr has been leased to Russia si nce 2014 and has likely been involved in unscrup ulous 
activities: for example, the Ukraini an Center of Investigative Journalism discovered in mid-February 
2018 that a Ukrainian-flagged tanker delivered ilmenite ore, almost certain ly destined for ucr, 
from Tu rkey to the closed Ke rch Port in Crimea, despi te sanctions.m m In his book Frontline 
Ukraine: Crisis in the Borderlands, the University of Kent's Richard Sakwa outlines tha t Firtash's 
reluctance to re-regis ter both UCP and Crimean Sod ium Works as Russ ian and instead keep them 
listed as Ukrainian was a surreptitious tactic which benefitt ed not only Firtash, but Moscow as well: 

The t\'IO plants contribute an astonishing 60 per cent to Crimea's GDP. They 
previously paid taxes to the Ukrainian authorities, but if th ey re-register as 
Russian en terprises they will automatically come in for European and American 
sanctions. At th e same time, they will become vul nerable to being taken over by 
a major Russian player. Under Russian law an enterprise's accoun ts can be 
frozen a nd bankruptcy proceedings initiated if a certain amoun t of unpaid tax 
accumulates. Thi s is one reason why Firtash preferred to maintain Ukrainian 
registration in the in terim, and thus pay taxes to the Ukrain ian government. 
The Crimean authorities a ppeared to h ave no p lans to n ationalise the p lants, 
but instead sought to h ave them re-registered. In the words of one analysis: 
'This indicates Moscow's support for Firtash.214 

Add itionally, based on a Linked ln art icle on Crimea Titan, the plant seems to be 
experiencing some financia l di ffi culties wh ich include a dwin dling staff and an August 20 17 roof 
collapse. This latter incident necessitated the intervent ion of Russ ian bank VTB to ass ist the facili ty 
with its bank 10an.215 However, details ofthi s transaction are unclea r, mostly due to in suffici ent 
evidentiary source documentation. 

The UK-based EIRIS Foundalion, wh ich researches and reports on ethical corporate and 
finance practices, has highlighted that Crimea Titan/UCP "is now an inves tment of Moscow-based 
private equi ty firm Titanium Investme nts" (000 THTaHO Bble HHBeCTHlJ,HH), which was established 
by Letan Investments Limi ted in Cyprus under Firtash's Group DF holdings.216 Ti ta niu m 
In vestments CEO Alexa nder Ayvazov (A.neKcaHAPoM AiiBa30BbIM) purportedly established the 
company along with Vladimir Kiriycnko (BJIa,ll,HMHP KHpHCH Ko)- son of Russian Firs t Deputy Chief 
of Staff of Putin's Pres idential Execut ive Office, Sergei Kiriyenko (CepreH KHpHe HKo).21721B 
According to October 2016 open-sou rce information, Titani um Investments was a llegedly affected 
by sanctions imposed by Ukraine on Russ ia.21 9 In October 2017, the Ukrainian government 
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similarly proposed sanctions against UCP based on national eco nomic security concerns, though it 
was not easily possible to corrobo rate whether or not these sancti ons were actua lly 
implemented.no Furt hermore, Titani um Investments also intends to finance the establishment of 
another titanium dioxide-rela ted facility on the peninsula by 2020 with an estimated cost of 
approximately 31.2 billion rubles (U S$S09.494,S77.74).U1 m However, this information can not be 
substantiated with any supporting documentation on the company's overall profit and loss ma rgins. 
Though difficult to conclusively prove without primary source documents in ha nd, it is probable 
that Titanium Investments is a significant obfuscatory financial vehicle which allows Russ ia to 
continue illicit business practices within the Crimean heavy industry sector- and likely other 
sectors as well, especially considering its ti es to Cypriot firm Letan Investments. 

Firtash's connection to the Kiriyenkos is unclear, yet his lin ks to Titanium Investments are a 
likely sign (in addition to his deali ngs with Gazprom) of collusion with the Putin-led government 
Firtash is currently wanted for extraditi on to the U.S. for co rruption and bribery in Indi a and is 
curren tly in exile in Austria. His standing with Russia is not immediately transparent; however, his 
Crimean chemical and ti tan ium plants co ntinue to remain in operation, a nd-as of September 
2015-at least one Russian billionaire with ties to Putin , Vasily Anisimov, purportedly provided 
125 million Euros (US$ 153.405,3 1B.28) for Firtash's ba il, suggesting his "Russian fri ends di d not 
forsake him."l23 

Registrar compani es ca n be used to obfusca te be neficia l owne rsh ip of the securities of 
busin ess entities in Crimea's industrial sector. In addition to the aforementioned Firtash-associated 
busin esses, Facto ry Fi olent (AO 3aBo.r. ct>wOJleHT) is held by registrar com pany Closed Join t Stock 
Company Siberi an Registration Company (3AO CH6wpcKafl PerwCTpaUHolIHafl KOMnaHHfl), 
alternatively ZAO SRK.m The chief executive officer and general director ofZAO SRK is Andrey 
Yu rievich Alekin [AH,ll,peA IOpbeBH'1 AllexHH] (or "Alyokhin") who fou nded the ~Regiona l Branch of 
All-Russian Pu blic Movement, 'The Popular Front for Russia'" (All-Russian People's Front, 
[PerHOllaJlbHOe OT.r.eJleHHe 06w,epoccHi.:tcKoro 06w,eCTBellHoro .ll.BW)KeIlHfl "Hapo.r.llbIA ct> pOIIT 
"3a POCCHlO" B KeMepoBcKoA 06J1aCTH]) , an organization which serves as a regional branch of 
Putin 's political party in the Kemerovo Oblast,22S Alekhin is also the Chairman of the Regional Audit 
Commission of the Party in Kemerovo, with his own webpage section on the party website.226 

Alekhin, in late November 2016, was photographed as an official attendee of the Party Action 
Forum held in Moscow.w In a n interview with local Russian media in May 20 16, Alekhin sa id, "I 
think that the registrar is more important than the bank, because the bank has money, and we keep 
the assets that generate money, which they then bring to the bank."228 Alekhin claims that as of 
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December 2015, ZAO SRK has fifteen joint-stock companies in Crimea for which it is the registrar, 
"among them are practically aU large enterprises of the Crimea [Republic] : in particular, the pu bl ic 
joint-stock company Crimean Sodium Works, numbering fifteen thousand shareholders, one of t he 
leading instrument-making enterprises operating within the framework of the Russ ian defense 
order, the Fiolent Plant and others.~U9 Factory Fiolent has been on the lis t of ent ities sanctio ned by 
Ukraine; Mr. Alekhin, despi te his business and poli t ical affili ations, is not.no Renecting Rosstat data 
as of late December 2016, th e owners of Factory Fiolent are not declared. Whoever they are, they 
maintain a 100% share, worth approximately US$12 million.231 lfit is true that Alekhin's Siberian 
Registration Company also is the regis trar for Crimean Sodium Works' securities, Alekhin is directly 
affili ated with Dmytro Firtash and Firtash's business network. It is possible that Firtash may have 
furt her connections to Putin, or at least his political party, through Alekhin. 

VII. Implications 

Economic development in Crimea has been a major priority for the Russ ian government 
s ince its annexation in 2014. President Putin himself held public meetings with Crimean leaders 
every year to discuss the region's development, according to archived press releases from the 
Kremlin.m <33234 He also cam paigned there in March 2018 on the weekend of the presidential 
election, which was reschedu led to honor the anniversary of annexation.235 Crimea is general ly not 
an attractive investment opportuni ty under U.S. sa nctions-to comballhis rea lity, the Duma passed 
a bill in 2014 creating a free economic zone designed to spur investment.236 This report has shown 
that oliga rchs a re generally profi t ing from Russian government co ntracts to inves t in Crimea. 
However, it remains likely that some investment from oligarchs is also done to gain poli tical favor 
with Putin . As the Helsinki Com mission states, "Putin's regime entrusts cronies to ca rry out various 
tasks, domestically and internationally ... cronies sometimes must execute strategic projects that 
might not make commercial sense.~237 These political and financial incentives appear to be the 
driving force for oligarchs' in vestment in Crim ea, which would not have taken place without the 
Russian state's current agenda. 

How sustainable is Russian investment in Crimea? Oligarchs are investing in the region 
largely because of Russian government-created incentives to do so rather than long-term 
profitability of individ ual projects. Yet the Russian federal budget cannot sustain this level of 
investment indefinitely in the face of a sluggish economy, severe sanctions and a projected regional 
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development cost already projected to reach US$82 bi llion (over 5 t rillion rubles)P OCrimea is 
largely dependent on Russ ia for food and elect ricity as well. If Crimea is to become a viable region, 
it must become more self-sustain able by revital izing its tourism industry, re-establishing foreign 
direct investment flows, and continuing the development of natural gas fields. U.S. sanctions will 
likely hinder developme nt s in ce Crimea depends on external customers and su ppli ers for these 
in dustries. The regio n must attract tou ri sts a nd investors, as we ll as buyers fo r their e ne rgy and 
agricultural products. Nei ther Crimea itself nor Russ ia ca n provide for all of Crimea's needs. Cri mea 
requires access to the outside world to reverse its status as a burden on Russia's budget.239 

There is evide nce of foreign investment in Crimea from countries such as Turkey, China, 
India, Israel, and others. Russia and Ukraine have already pledged their support to China's Belt and 
Road Initiative (China's project to secure access to energy sources via mu ltiple sea routes) by 
signing MOU s with China.240 China has already spent US$S billion for the development of the China
Bela rus ind ustrial pa rk241 This site facil itates collaboration with Eu ropean co mpanies and Chinese 
State-Owned Enterprises.24 2Additionally, Indian seafood business mogul and consul-general for 
Iceland in Mumbai-Gul Kripalani- has signed an Indi a-Crimea Partnership agreement o n behal f of 
a gro up that represented 5 businesses.24J Hi s Piji kay Group has an annual revenue of about US$190 
million.244 India has not omcially joined the U.S. in enfo rcing sanctions agai nst Russia ove r the 
annexation of Crimea. According to the Stockho lm International Peace Research Institute (SIPRI), 
"Russ ia accounted for 62 per ce nt of India's arms imports in 20 13-17, making it India's second 
largest arms su pplier."24s 

Des pi te the stee p eco nomic challe nges in Cri mea, few expect Russia to jettison the new 
province. The annexation was largely popular domestically in both Crimea and Russia. Putin 
appea rs strong on the international s tage by protecting historically Russian terri tory and ethnic 
grou ps. Crimea has im porta nt historical and strategiC significa nce for Russia. Ca therin e the Great 
originally seized the peninsula from the Ottoman Empire in 1783 and held it until 1954 when 
Kruschev ceded it to Ukraine. It is well known to Russians for scen ic beaches and viti culture. 
Crimea gives Russia access to warm water ports in the Black Sea and Med iterranea n with the nava l 
base in Sevastopol. Putin likely fea red losing this access to a futu re pro-Western government in 
Kiev in 2014 after President Yan ukovich fl ed. Therefore, the domest ic and strategic benefi ts of 
annexation mean Putin will likely be willing to endure whatever pain the international community 
can impose on Russia. Vet as the Helsinki Comm ission suggests, Russ ia may not retreat from Crimea 

238 Agata Wienbowska. Arkad'usz SaMl1"nd Tadc<Jsz A. Oku1nski. "The Con,<<:quclICcs oj' the Anncx .. Uon of Crim"". - Th" C"ntre for 
Eastern Studies. 19 M~rch 20 I ~. httRs;lIwmy,osW.wlW.l'lkn/pybli!sadcbmalyscsf20 14·03·19/ccmseguC!!c£s-iIDnqation-qjrnca. 

239 ·Crimea's Annexation Two'ieOlrs On," The Economist Intelligence Unit. S May 2016. 
hup' flcoo nny ciu romlanjdeaspx?artic!cid 694194053. 

240 S"" Wi)Jjams. "!s r:wli i""",o"'", a .... i"e In Crimea to assess venues fur future investment projeru.- ACM Outpost. 28 October 2016. 
https'l/benwllljaQlsljbrarvcomfblogl?p"S340 

24t "OJi"ese Spcndmg Lures [ oumries to lIS Belt.:..,d Road Initi~!ive.· BJomnberg News onl ine. 10 May 2017. 
huns'llmy", hJQomberg com/gro pbjq!20 17;ehjoa_bcll.and_road.jojtjatjyc/. 
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but the costs of investing there due to sanctions could become so high that the development project 
falls fa r short of expectations and Crimea co nt inues to be a burden for the count ry.2{6 Ind ividual 
oligarchs may be discouraged from investing there in the fu ture as we ll. Perhaps most importa ntly, 
the more Russia suffers in Crimea, the more hesitant it may beco me to seek further territorial gains 
at the expense of its neighbo rs. 

VIII. Conclusion I Recommendations 

As evidenced by the investment patterns of wealthy Russ ian bus iness people who ma intain 
close ties to Putin and the Kre mlin, U.S. sa nctions are driving oliga rchs to obfuscate their 
in volveme nt with bus iness deals by us ing family membe rs, fri e nds, middlemen, and (offshore) 
holding com panies. Typically, wealthy busin ess people would want to publicize being awa rded 
large government projects and would do little to hide their sources of wealth. The research in this 
paper indicates that wealthy business people who have proximity to President Putin are obscuring 
the financial benefits received through these projects, since they are likely receiving more fina ncial 
profit than they would like to publicly report If large development projects executed by close allies 
of President Putin for the Sochi Olympics are any indicator of the level of financial be nefi ts that 
could be gained in Crimea, Put in's a ll ies could benefi t great ly.247 

The success of development in Crimea hinges on oliga rchic investment in large gove rnm ent 
projects. Measures that im pede the ability of oligarchs to profit from development in Crimea would 
be most effective in ensuring that the Crimea n development project becomes an in creasingly 
expensive and unsustainable undertaking for the Russian government. This would not only make 
oligarchs more hesitant to invest in Crimea thro ugh government contracts, but it wou ld also 
prevent the proceeds of these co ntracts from being moved to offshore holding/shell compa nies. 
Once these funds reach offshore holding/shell companies, oligarchs could gain the ability to 
circumvent sanctions and continue their activities to su pportthe Kreml in and ga in influence 
abroad. 

In hibiting Russ ian oliga rchs does not need to transce nd U.s. borders. In addi tion to 
sanct ions, measures taken domestically in the u.s. may prevent Russian wrongdo ing and limit 
Russ ian influence. In the U.S. and other democratic states, transpa rency is an important tool in 
combating crimes like money launde ring. U.s. legislatio n that installs stricter regulations for she ll 
companies woul d not only support domestic law enforceme nt acti vit ies, but wo uld also have the 
benefit of exposing Russian operations taking place in the U.s. This measure could be further 
deve loped by making more information rega rding beneficial sha reholders of shell companies 
ava ilable to the public or government agencies. In this process, it is poss ible Russ ian citizens a nd 
Crimean nati onals could lea rn more about the business transactions of Kremlin supported oliga rchs 
as well. 

Therefore, this paper proposes four potential recommendations designed to impede the 
abili ty of Russ ian oligarchs to work as de facto agents for the Kremli n: 

246 HelSinki Commission Report In Slief. "Corruption In Russia: An Overview: 23 October 20 17 
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Recommendation J: 

Sanction AJllnelil'ielua/s Associateel with the De,'elopment qfCrimea. 

Expand sanctions to include the family members, middle-men, and shell companies used by 
Russian oligarchs. The goal is to seriously impede or halt progress on development in Crimea by 
sanctioning individua ls and entit ies that are involved with development projects in Crimea. 
Through our research, we have discovered the following mechanisms that oligarchs use to transfer 
mon ey and obfuscate the involvement in certain projects and companies: 

1. Government economic and development forums like the Yalta International Economic 
Forum that publicize large government projects and solicit bids for contractors. 

2. Familia l relationships with SDNs and their associates: 
a. Former Ukrainian Prime Minister Pavel Lebedev and his wife Lyudmila Petrovna 

Lebedev. 
b. Chairwoman of the Federation Council Valentina Matviyenko and son Sergey 

Matviyenko. 
3. Middle-men and shell compani es that help obfuscate sa nctioned oligarchs' involvement: 

a. Costas Hadjicosti 
b. Charalambos Angelides 
c. Anna Yurevna Lastochkina 
d. Ukrainian Chemical Products (UCP) 
e. Crimean Sodium Works 
f. Andrey Yurievich Alekhin 
g. Factory Fiolent 

The Fede ral Target Program "Social and Economic Development of the Republic of Crimea 
and Sevastopol until 2020" is promoted through multiple avenues such as the Yalta Forum which 
draw in investors from different counlries.24tl lndividuals and entities could be di ssuaded from 
operating in Crimea by US. sanctions. An exa mp le for this type of gove rnment promotion ca n be 
seen in RNCB and Bank Ross iya's role as forum sponsors.249 These ba nks have operated as 
intermed iaries for investment in Crimea by the Russian state for the sake of propping up the 
region's eco nomy. Essentially, the Yalta Forum and similar events are just another mea ns to this 
end. The US. can sa nction any economic entity that in volves itself through events like the Forum in 
Crimea. This type of action has already been established as a means for deterrent under Executive 
Order 13660.250 This should not only include investment taken at the direction of the Russian State, 
but also any investment that directly or indirectly supports the Kremlin's goal in the region. 
Countries have already begun to ignore sa nctions imposed by not only the US., but also the 

248 Oksana Pavlova. ""CH6aBT06aW'I\O KpblMa.- Kommersant. 2 Man:h 20 17. htms·l/nwn,kommcrSilnlry /doc/3230179. 

249 · Partners: Yalta Foru m. bnp'lIforumvalt4 com/wlNs/ruaners/l / 

250 Office QfFOI"eign Asset.. Co ntl"O~ · Ukraine/Russi" Relate d Soo.ncti ons PI"OIl'",m," update d 16june ZO I 8. 
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European Union. This allows the Russian State to continue promoting their interests.2S1 The goal for 
these sa nctions is to deter any action that could further legitimize the Russia n State's annexation of 
Crimea. 

If sanctions were expanded to include the facilitators of SONs, the development of Crimea 
could be slowed by making it more difficult for oligarchs to provide the investment needed to fund 
large development projects. This would e rode the Kremlin's ability to legitimize the ann exation of 
Crimea if the pace of its development becomes seriously impeded. While this could be efTective in 
the short-run, oligarchs and the Russian government wil l find others way aven ues to continue their 
activities that could include using other people/ entities to facilitate their transactions or moving 
money through physical or other untraceable means. 

Recommendation 2: 

Exp(/nd Resources (1 0(1 C(/pdbiJities qfU.S. Ant i-Money L(/undering (AML) Programs 

Domcstkally. the rcsour(:cs and (:apabilitics of U.S. Anti-Moncy Laundcring (AML) programs 
should be expanded. In a 2011 World Han k forensic study of grand corruption cases, anonymous 
companies incorporated in the U.S. were used in more grand corruption cases than those in any 
othe r country.2S2 As of2013 , The Department of the Treasury's Financial Crimes Enforcement 
Network (FinCEN) employed on ly 350 people, but receives an average of 55,000 Suspicious Activity 
Reports (SARs) daily.2s3 Currently, its limited workforce can inspect only reports of suspicious 
activity and lac k the ability to actively investigate suspicious activity outside ofSARs. We need our 
financial (:orruption entities to have the ability to not only report but also investigate these cases. 

Additionally, AML reporting responsibili t ies are not required by all ofthe professional 
services that act as gatekeepers to the U.s. financial system. Obligations for co nducting due 
diligence on potential customers, monitoring their actions for money laundering activities, and 
reporting suspicious acti vit ies to law enforceme nt are not cu rre ntly requ ired of lawyers, forma tio n 
agents, investment advisors, and the real estate indust ry. Congress should pass legislation to 
requ ire all ind ustry professionals in the U.S. financial system to comply with AML programs as well 
as address new challenges posed by cryptocu rren<:y. FinCen's budget, perso nnel, and capabilities to 
in vestigate should be greatly expanded. A new Russ ian kleptocracy investigative unit should also be 
created under FinCen's purview}S4 

This would greatly increase the U.S.' abili ty to enforce AML programs and hopefully prevent 
large amou nts of money laundering from occuring in the United States without knowledge by 
government authorities. Unfortunately, if this program is successfully implemented, Russian 
oligarchs may find other jurisdictions to facilitate their business activities where the u.s. may not 
have the ability to easily track th eir fin ancial activities. Prior to implementing such a program, more 

251 "'mnan Firms Doing Business In Crimea Despite EU Sanctlons- Lawmaker.- Sputnik News. 14 October 20 16, 
hnps://splltnikrews,comlOOsincssI20161014104634Z203·busiG{·s!-.-:rimca·itil!v·Si)nojQIlSI. 
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research is required to identify the new jurisdictions where Russian ol igarchs may began to move 
their assets. The United States should co nsider working with these jurisdictions to build an 
international AML investigative and enforcement organization prior to the implementat ion of an 
enhanced dom esti c program. 

Recommendation 3: 

U.S . Public Relations Campaign on Russian Corruption 

The U.S. government should launch a campaign to publicly highlight businesses that 
enable illicit transactions in order to expose Russian corruption and deter foreign direct 
investment (FOI) in Crimea. Departments of State and Treasury should publicize the wealth and 
assets of oligarchs to increase awa re ness amongst Russia n citizens and the rest of the world. This 
can be done through an ann ual ant i-kle ptocracy report such as that suggested by the Hudson 
Institute that would detail the total assets controlled by the Russian government and connected 
oligarchs.255 The State Department already issues a similar set of public analyses through its annual 
Human Rights Reports. The goal of this action would be to expose illicit transactions and deter any 
potential FDI in Crimea. In other words, publicizing that the U.s. is aware of the illicit transactions 
occurring in relation to Crimea and that action is being ta ken against individuals and entities 
involved would deter other foreign parties from investing in the region for fear of being sanctioned 
by the u.s. Ultimately, the Crimean economy would need to be sustained indefinitely by these 
Russ ian oliga rchs if external investors could be deterred by U.S. sanctions. 

Another potential benefit of this campaign would be to increase awareness of Russian 
corruption amongst Russian citizens. Putin 's high approval ratings may be at risk if Russian cit izens 
discove red credible and irrefutable information regarding the magnitude of political and fina ncial 
be ne fi ts afforded to oligarchs by the Kremlin for simply investi ng in Crimea. The juxtaposition of 
Russ ian oliga rchs making la rge sums of money through numerous government sponsored develop 
projects in Crimea while government investment in other regions of Russia has been lacking could 
sow the seeds of d isco rd amongst Russian citizenry. Additionally, this cou ld also prov ide a suitable 
environment to request an interagency process for releva nt U.s. government e nti ties to cultivate 
perso nal relati onsh ips with disenchanted Russian citizens, oligarchs, their relatives, and other key 
players to discover more information regarding opaque financial infrastructures not yet uncovered 
through the research prese nted in this paper. These initiatives could be fortified by incenti vizi ng 
Russ ians who have assets stolen by the Russian governme nt or oligarchs to co me forward, as well 
as facilitating asylum claims by whistleblowers who expose Russian corruption that threatens U.S. 
interests. Providing adequate protection to whistleblowers should also be a priority given the 
recent incident invo lving Russian ex-spy Skripa l. 

The risks associated with implementing th is recommendation involve the potential adve rse 
effects on Crimea's economy. Citizens living in Crimea will be directly affected if Crimea's economy 
is worsen ed by the U.s. deterring FDI. Also, exposing this corruption to the Russian population 
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could provoke a response from th e Kremlin to initiate a retaliatory propaganda campaign against 
the US. or its allies. 

Recommendation 4 : 

EI?iurce Transparent), qf Shell Cumpanies in the U.S. 

The U.S. should enforce transparency of shell companies that originate or operate in 
the U.S, "The United States currently mass-produces the legal entities which Russian kleptocrats 
and other criminals use to circu mve nt law enforcement: anonymo us shell compani es."2s6 257 As 
highlighted in this report, Russian oligarchs that are investing in Crimea are using offshore holding 
and shell companies to obfuscate their involvement with certain companies and projects. According 
to the Countering Russian Kleptocmcy report publis hed by the Hudson Insti tute, the United States 
produces about "1 0 t imes more shell compa ni es tha n the world's next 41 tax havens combined~ and 
Russian kleptocrats are exploiting deficiencies in the the current u.s. AML system.258 Sanctions and 
Russ ia-focused reco mmendations are esse nti al, but until we fix our problem back home, Russian 
oligarchs will continue to exploit deficiencies in the the current u.s. AML system. 

To enforce t ranspa rency of these shell compa nies, Congress should create a federal registry 
that lists beneficial ownership for all companies in the U.S. and foreign companies/individuals who 
own assets in the u.s. This would require the sharehold ings of U.S. companies to be posted and 
frequent ly updated on the federa l business registry for law enforcement and possibly the public. 
Additionally, the US. government sho uld force its most opaque jurisdictions like Delawa re, 
Wyoming. Idaho, and Nevada to be more transparent, potentially by threate ning to withhold federal 
fund s for infrastrucrure, education, health care, etc. The U.S. approach cou ld consider mod eli ng 
their federal busi ness registry after "the Uni ted Kingdom's 2016 Persons of Significant Control 
Regi ster, which includes information about individuals who own or control compa ni es including 
their name, month and yea r of birth, and details of their sha reholdings in the companies."259 

The primary benefit associated with this registry would be to prohibit Russian oligarchs 
from utili zing opaque financial infrastructures to obscure their investments. Shell compani es and 
their owners would be exposed and held accou ntable for publicizing their financial transact ions. 
The Department of the Treasu ry's FinCEN should be given the necessa ry funds and powers to 
establish a dedicated inspection unit for formation agents to ensure effective compliance. Those 
who disregard them or deliberately provide misleading information about the benefici al ownership 
ofa company or trust should be subject to civil or criminal penalties. 

256 Ben Judah & NateSibley. 'Coullterillg 11"",;" 11 KI"f'tocrary." Hudson Institute, A pril 2Dl11, 
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An important drawback of this recommendation is the need for a substantial amount of 
resources to en force transparency amongst la rge numbe rs of shell com panies that exist and will be 
created as time goes on. 

In Conc/w.;on 

Since World War II , the rules-based liberal internationa l order and the fall of the Soviet Union have 
kept a general peace in Europe. Despots such as Slobodan Milosevic in Serbia have been properly 
punished by international in stitutions and their actions made non-repeatable or at th e very least 
non-profitable. However, Russia in the Putin era has infringed upon multiple locations along its 
bo rders and continues to threaten to push the envelope even further. Start ing with its incu rsion 
into Georgia's South Ossetia region in 2008, followed by the annexation of Crimea in 2014 and its 
infl uence campaigns against severa l e lections in 2016 an d 201 7, Russia has consistently tested 
limits to dete rmine how far the West will allow them to go. Their usual exc use is that they are 
protecting ethnic Russians, but our resea rch has shown that in Crimea, it has been anything but. For 
Russia, ownership of Crimea is an opportunity to expand influence and generate money for its 
power players. From the U.S. perspective, there are mu ltip le countries in the Balka ns and Baltics 
with ethnic Russ ian populations that may fear they are next in line. NATO members such as Estonia 
may wonder whether Article 5 will be successfully invo ked if a minor incursion occurs in an ethnic 
Russ ian area of the cou ntry. For the U.S., maintaining defensive, eco nomic, and overall soft power 
in the region is imperative to ensure the region remains s table and independent Russia's incursion 
into Crimea, along with any other further aggress ion, should be ad dressed by making the incursion 
as economically painful as possible. For a recent example, Oleg Deripaska-who has benefitted 
greatly from Russia's annexation of Crimea- has found his assets frozen and his travel restricted as 
his companies suffer. The U.S. must continue this pressu re ca mpaign to uphold norms, to make 
illega l annexations punishable through financial repercussions, and to ensure the sovereignty of 
pop ulations. 
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Please take n look as you have time (start with second auachment). 111ere's some intcreslingstuff in here. 
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Date: Wed, 02 May 2018 09:49:03 -0400 
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Liaht Afternoon Readina 
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Attachments: Russian Oligardls AU SIS Paper-Appendix.pdf (20.96 MB): Russian Ollgardls AU SIS Pap8f-Treasury.pdf (3.3 
MB) 

It's an interesting read as well. 
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