/ll.‘% TRACING FUNDS THE HARD WAY:

Resolving a complex dispute with forensic investigation

Executive
summary

Background

The client:

A group of U.K. limited companies in dispute with a Ukrainian bank.

The challenge:

Analyse movements of funds across dozens of accounts back to
origination, to determine whether loan recycling had taken place.

A&M'’s impact:

Carried out detailed forensic investigation of accounts across geographies.
Attributed proceeds totalling $352.6 million, assessing for signs of loan recycling.

When the source of funds is contested, involved parties must
understand where the money in question can be found and
where it has moved in the past, from end to end.

When a Ukrainian bank faced financial
difficulties in 2016, Ukraine’s government
initiated a bail-in that enforced the
surrender of funds from certain

accounts. The government’s actions

and communications suggested that the
reason for the sequestration of the funds
was because of suspected involvement in
the recycling of loans from the bank.

In 2021, a group of limited companies
whose accounts and funds had been
affected by these actions engaged A&M
to undertake detailed analysis of financial
documentation, so as to deliver a fair and
impartial judgement on the source of funds
and potential presence of ‘loan recycling’
—meaning illegal activity wherein loaned
money is transferred to a ‘safe harbour’
destination or used to repay older loans -
across all relevant accounts.
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The process

A&M was presented with a large
amount of documentation amounting
to thousands of bank statements
spanning many years, encompassing
multiple geographies, currencies and
corporate entities.

A&M set about investigating
the subsequent movement of
several large payments of funds
from the claimants’ accounts,

The A&M difference

Facing restrictions that limited

the amount of automation that
could be achieved with technology,
A&M'’s professionals embarked on
manual analysis of a large amount
of sensitive financial data. Diligence
and attention to detail resulted

in a successful assessment of
salient information to deliver a clear
professional opinion to all parties.

A&M’s independence from conflicts
of interest and willingness to speak
frankly meant that a commercially
sensitive process was dealt with
fairly and robustly.

determining whether any movement
of money was related to loan recycling.
The process meant combing through
accounts in granular detail, matching
receipts with payments leaving those
accounts. Where matching in this way
was not possible, the team adopted
a ‘First In First Out’ principle to trace
amounts back to their first receipt.

A&M sampled segments of the

data — identifying particularly large

or exceptional purchases as well as
picking other tranches at random —
for more detailed testing, assessing
whether any funds had been used for
personal purchases.

In all, the movement of more than
$350 million was analysed by A&M,
including at least $9.7m of earned
interest. A&M was able to determine
that no typical signs of loan recycling
were evident.

Loan recycling:

What to look for

Asking the following questions will
help identify whether loan recycling
may be a factor in an investigation:

Is the principal of new
loans being used to repay
older loans?

Are proceeds being moved
to ‘safe harbour’ destinations?

Are any loans delinquent?

Are identities of loan
recipients being obscured?

Are the loans exited quickly,
or do they have an unusually
short lifecycle?
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A&M: Leadership. Action. Results.

Corporates, investors and law firms around the world rely on A&M’s experts in
high-stakes disputes, litigation, investigations, cyber security and privacy matters.
A&M adds value to every phase of a dispute or investigation, including early case
assessment and strategy, discovery, damages analysis, adjudication, settlement
and remediation. A&M boasts extensive experience analysing complex data,
navigating privacy and cybersecurity challenges, developing and implementing
solutions to address business-critical risks.
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ABOUT ALVAREZ & MARSAL

Companies, investors and government entities around the world turn to Alvarez & Marsal (A&M)

for leadership, action and results. Privately held since its founding in 1983, A&M is a leading global
professional services firm that provides advisory, business performance improvement and turnaround
management services. When conventional approaches are not enough to create transformation and drive
change, clients seek our deep expertise and ability to deliver practical solutions to their unique problems.

With over 5,000 people across four continents, we deliver tangible results for corporates, boards,
private equity firms, law firms and government agencies facing complex challenges. Our senior leaders,
and their teams, leverage A&M'’s restructuring heritage to help companies act decisively, catapult growth
and accelerate results. We are experienced operators, world-class consultants, former regulators and
industry authorities with a shared commitment to telling clients what'’s really needed for turning change
into a strategic business asset, managing risk and unlocking value at every stage of growth.

To learn more, visit: AlvarezandMarsal.com
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https://twitter.com/alvarezmarsal
https://en-gb.facebook.com/alvarezandmarsal/
https://www.alvarezandmarsal.com
https://www.linkedin.com/company/162399

