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Executive Summary

On February 11, 2011, Egyptian President Hosni Mubarak re-
signed. A key factor in the Egyptian revolution, which brought
him down, was the huge volumes of money amassed by him, his
entourage, and officials of the former regime throughout their
lengthy and undemocratic reign. On the streets, Egyptian dem-
onstrators sung chants such as “Mubarak, how did a pilot make
USD 7o billion?” when an article published in The Guardian in
the UK estimated the size of Mubarak’s fortune. The sheer size
of the estimates was seen as proof that the money had simply
been stolen. The end of the Mubarak regime raised huge hopes
among the Egyptian population that this money would quickly
be seized, returned, and used for the public good. The same year,
2011, in Egypt, many initiatives emerged to trace these assets
and to recover them. Media, civil society, and even government
were buzzing with talk of Mubarak’s loot and corruption.

The Arab Spring impacted far beyond Tunisian, Libyan, and
Egyptian borders. In Switzerland and other European countries,

TIMELINE

Swiss federal authorities
say that CHF 410 million
have been frozen.

May 11 and 12, 2011

Switzerland sends
forensic experts to
Cairo.

February 11, 2011

Hosni Mubarak
resigns. That same
day, the Swiss federal
Council orders the
freezing of assets
belonging to 12 people
on a list comprising
Mubarak and his close
entourage.

May 18 2011

Switzerland's Office
of the Attorney
General (OAG)
opens its own
investigation into
the laundering

of Egyptian money.

media and public opinion carefully followed the events, hoping
that social movements and new governments would give birth
to a greater democracy. The sheer scale of corruption was seen
as the major factor, which brought these governments down.
And for many months it made the headlines.

The Swiss government acted rapidly. On the same day that
Mubarak was ousted, the Swiss Federal Council issued an order
to freeze all assets belonging to 12 people including the former
president and his close entourage.* It had done the same in the
Tunisian case some weeks before. Soon after, media began hint-
ing that Mubarak and his cronies had used Swiss bank accounts
to store as much as 700 million Swiss francs (about USD 650
million at the time). The revelations showed that top Egyptian
officials and businessmen close to them had been storing their
wealth for decades in Switzerland's banks.

Switzerland was not the only country to be implicated. And
nor was it the only one to freeze the money of Mubarak and his

M switzerland [ | Egypt

August 2011

The Swiss OAG sends its first legal
assistance request to Egypt.

By 2016, Switzerland will make more
than 30 such requests to Egypt.

September 2011

The Swiss OAG expands its investigation
to include the possible existence of a
criminal organization.

2011 —

2012 |~
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cronies. The UK, for example, identified and froze assets worth
at least USD 135 million.? Canada, Cyprus, France, Hong Kong,
and Spain also discovered and froze assets.? The total amount of
these assets exceeded USD 1 billion, and this was probably just
the tip of an iceberg. In grand corruption cases, potentially
ill-gotten assets tend to round-trip through bank accounts in
the world’s major financial centres, often hidden in webs of off-
shore companies and other secrecy tools.

Yet, in Switzerland, the taste of the Arab Spring was espe-
cially bitter. For more than a decade, Swiss authorities and bank-
ing representatives had been cleaning the country’s reputation as
a haven for black money. They had tried to paint the Swiss anti-
money laundering system as “one of the most rigorous in the
world"4 In January 2011, a few weeks before Mubarak's resigna-
tion, for example, James Nason, spokesperson for the Swiss
banker's association (SwissBanking), told the Financial Times:
“No Swiss Bank would knowingly accept funds from a corrupt
head of state — the reputational risk would simply be too high."”s
Of course, these declarations were undermined by the vast
amounts of money that flowed in from Egypt and elsewhere in
the Middle East, then frozen during the Arab Spring. The gap
between official statement and reality prompted major political
debates in the following years about Switzerland's financial pol-
itics, its banking secrecy, and money laundering.

But what happened to Egyptian money frozen in Swiss bank
accounts? Despite all the hopes of 2011, nothing went as
planned. Criminal procedures were launched in Egypt and
Switzerland. These are complex, may last for years and are still
ongoing to date. But as time went by, political priorities changed
in Egypt and Switzerland. Popular interest gradually declined.
Six years after the Arab Spring, the first disappointment was
made public. In December 2016, Switzerland's Office of the At-
torney General (OAG) announced the release of 180 million

M switzerland [ | Egypt

December 12, 2012

A Swiss court
blocks Egypt's access
to the files.

February 2, 2013
September 6, 2012

The names of Salem
and some relatives are
added to Switzerland's

freezing list, which
then covers 31 people.

Switzerland has now
frozen USD 693 million

linked to the
Mubarak regime.

demand.

Salem's lawyers in Switzerland
try to get his frozen funds
released, but the Swiss
criminal court rejects that

Swiss francs (roughly USD 183 million), which had been frozen
during the Arab spring in relation with Egypt. Unlike the cover-
age in 2011, this news received virtually no media attention.

The release of almost a quarter of the Egyptian money, which
had been frozen in Switzerland, left quite a bitter taste, too. This
was especially so, since there were no convictions either of the
individuals that stashed this money in Swiss bank accounts nor
the financial intermediaries that had helped them hide it. It
showed that the outcome of the proceedings launched after the
Arab Spring might yet disappoint. And today, the situation
looks even worse. In September 2017, the Swiss Embassy in
Cairo told media that mutual legal assistance with Egypt,
opened in the aftermath of spring 2011, had been closed “with-
out any material result”® Under the international principles
governing the collaboration between criminal authorities, the
Swiss ones need to prove that the frozen assets are illegal in
order to seize and return them. That is, the Swiss authorities
need to get sufficient information from their Egyptian counter-
parts through the mutual legal assistance-process (MLA) to
prove the illegal origin of the frozen money, or an Egyptian
Court criminal conviction. The implications of the September
note are clear. It will be almost impossible — through these usu-
al mechanisms - to seize the remaining Egyptian assets still
frozen in Switzerland. And since no alternative ways exist,
Switzerland will quite probably release the other 400 million
Swiss Francs still frozen too.

So, what went wrong? This question is crucial, not just for
Egypt or Switzerland, but at a more general level too. For more
than 20 years, international consensus has been growing that
grand corruption should be tackled, and that responsibility is
shared between the countries of origin and the countries that re-
ceive the illicit funds. Swiss Foreign Minister Didier Burkhalter
made an exemplary statement to that effect just one week

But what happened
to Egyptian money
frozen in Swiss bank accounts?
Despite all the hopes
of 2011, nothing went as
planned.

2013 |~

2014 |~

2015 |~



after the UK 2016 Anti-Corruption Summit in London. He
said: “Corruption money, which comes from the South to the
North is not only the dictator’s responsibility, but also a shared
responsibility because economically developed countries have
insufficient legislation to prevent it from happening.”” Usually,
Swiss authorities are prone to depict their politics on asset re-
covery as a very progressive one, even sometimes escalating its
success to an argument proving that “no dirty money” is wel-
come in Switzerland anymore.® Despite this, high profile cases in
the Middle East, Ukraine, Nigeria, Brazil or Malaysia made head-
lines in recent years and most of them still implied Swiss bank
accounts.

In recent years, asset recovery has emerged as an important
topic in international discussions. International summits dis-
cuss the best ways to seize and return assets from kleptocratic
regimes. But when it comes to putting these words into reality,
the results are disappointing. Only a very tiny part of the esti-
mated 20 to 40 billions of corruption related financial flows
that escape yearly their country of origin have been seized in
the past ten years, and even a smaller part has been recovered.
In most countries involved as on the international level, basic
information is missing about existing policies, the processes,
and their results. This report provides a case study that should
help to fill that gap. We believe that the high-profile Egyp-
tian-Swiss asset recovery process launched after Mubarak's
ouster offers the opportunity to understand better the challeng-
es of asset recovery and to learn the lessons.

This report reveals information that has not been published
before. Specifically, this new information relates to Hussein Sa-
lem, one of Mubarak’s best known cronies and the major bene-
ficiary of funds released in December 2016. The report looks at
how his Swiss (shell) companies were used to syphon off Egyp-
tian public money and at the lack of sanctions on Swiss finan-

July 7, 2016

Salem’s Swiss lawyers
request Swiss courts to
order the unfreezing of

funds belonging to Salem
and his entourage. The
Swiss OAG resists, saying
that it is still conducting its
own inquiry. The court
dismisses Salem’s request
and his money remains
frozen.

The Swiss OAG drops
charges of a criminal
organization. But
Egypt successfully
appeals the decision
on procedural
grounds before
Switzerland's Federal
Criminal Court.

Egypt sends a diplomatic note,
informing Swiss authorities that
Salem and his wife are no longer

the target of ajudicial inquiry

in Egypt. Egypt therefore requests
that their names are removed
from the Swiss freezing list.
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cial intermediaries — mainly banks — involved in those deals so
far. Besides bringing new information to light, this report also
puts together a story that has never been told fully so far. This
is not an easy task. Criminal proceedings are still open, and,
partly linked to that, information remains in short supply. But
this report follows its traces anyway, mostly by using courts
document published both in Egypt and Switzerland. Despite
being in anonymised form, or even if they only reveal small
pieces of an even larger story, these judgements shed light on
the disappointing outcomes of this specific asset recovery case
so far.

Unless financial intermediaries receive
the clear signal that by accepting
such monies they can
be prosecuted and sentenced adequately,
then illegal assets will still flow in.

One of the most disappointing aspects of this process needs
special emphasis. Under Swiss criminal law, financial interme-
diaries cannot be charged with money laundering, if the money
they accepted cannot be proven to be illegal. This raises a huge
problem. Unless financial intermediaries receive the clear signal
that by accepting such monies they can be prosecuted and sen-
tenced adequately, then illegal assets will still flow in. And this
will be at the expense of those from whom it was stolen: the
poorest populations in their country of origin.

August 2, 2016

The Egyptian lllicit Gains Authority signs an
extra-judicial agreement with Salem. It agrees
to drop all remaining charges against Salem
and possibly his entourage. But the agreement
is not made public.

December 16, 2016

Switzerland's OAG issues a press
release to say that a quarter

of Egyptian money frozen after
the Arab spring (180 million
Swiss francs) has been released.
Roughly 430 million Swiss francs
remain frozen.

February 11, 2017

The Federal
Council’s freezing
list now contains
just 16 names.

Swiss judicial
authorities tell the
Egyptian General
Prosecutor that
mutual legal
assistance has now
been closed with-
out any material
results. It had been
opened in the
aftermath of spring
2011. The case
shows how difficult
it is to prove the
illicit origin of
Egyptian money
still frozen in
Switzerland.

2016 —

2017 |~



Opposition protesters celebrate Egypt’'s President Hosni Mubarak’s resignation, from their

stronghold of Tahrir Square in Cairo, February 11, 2011. | © Reuters



FAILED RECOVERY | October 2017 7

2

Mubarak’s cronies prefer
Switzerland

Some hours after Mubarak’s resignation on 11 February 2011,
the Swiss government issued a decree to freeze the Swiss assets
of 12 people, all of whom were closely linked to Mubarak, in-
cluding himself.9 Under this order, all Swiss banks had to freeze
immediately any assets belonging to anybody on that list and
report to Switzerland's federal authorities. The latter then com-
municated on 3 May 2011 that 410 million Swiss francs belong-
ing to individuals on the government list had been identified
and therefore frozen.** Such news made the headlines, both be-
cause Swiss authorities acted so quickly, but also because it
showed that once again a large quantity of potentially ill-gotten
assets of an authoritarian regime had found their way into bank
accounts in Switzerland.

However, this was far from being a surprise. The close ties
between Egyptian officials and Switzerland were publicly known.
Even before Mubarak resigned, on 31 January 2011 for instance,
a press article described how some of “Mubarak’s chief han-
dlers"* were operating with Swiss companies and had relation-
ships to banks in Geneva. One of the bankers named in this arti-
cle was — and still is — working as a Director of UBP, a Geneva-
based bank. He was also sitting on the boards of two Geneva-
based foundation, the “Suzanne Mubarak Women's International
Peace Movement” and “The Institute for Peace Studies”, where
Suzanne Mubarak also had a seat.’? This was all public available

SWISS FREEZING ORDERS

Since the 1980s, Swiss authorities have frozen foreign
assets on several occasions. The first time it happened was
in 1986 with money belonging to former Philippines
president Marcos. The order was based on a specific
provision in the Swiss Federal Constitution, which allowed
the government to take special measures and bypass the
parliament when “the interest of the state” requires it. Such
freezing orders therefore did not rely on a specific law. In
2015, Parliament passed a new law codifying this practice
(see box 2).

information. While the bank described this as a private philan-
thropic engagement, a Swiss newspaper described the banker as
the “servant of a dictator's wife”.3 The article also revealed his
ties to an important Egyptian investment bank, EFG-Hermes, in
which Mubarak’s sons also had a stake.*4

On 12 February 2011, the day after Mubarak'’s resignation,
another press article gave detailed information about Mubarak’s
accounts with Swiss bank UBS* and mentioned another bank
account at the Swiss branch of French bank BNP-Paribas. With
time, the Mubarak links to Switzerland were documented more
precisely. Later in 2011, a senior Egyptian Justice Minister
claimed that Mubarak’s two sons, Alaa and Gamal, held an esti-
mated £ 215 million (worth approximately 300 million Swiss
francs) in Swiss accounts.*® Mubarak’s Swiss lawyer did not
deny the sum, but said it was “legal”.*” In 2012, Egyptian judicial
authorities revealed that Mubarak’s two sons did indeed possess
at least one Credit Suisse account in Geneva, where sums of up
to USD 300 million (roughly 300 million Swiss francs) had been
stashed. The account had been opened in 2005.® The list goes
on of Egyptian officials or former Egyptian cronies with bank
accounts in Switzerland. In 2015, for example, The International
Consortium of Investigative Journalists (ICIJ) SwissLeaks scan-
dal showed that Egypt's former minister of trade and industry
Rachid Mohamed Rachid had bank accounts at HSBC's Geneva
branch worth a total USD 31 million in 2006/2007.%9

But one name dominates the list of people close to Mubarak
and closely tied to Switzerland: Hussein Salem, the Egyptian
business mogul. On 17 February 2011, less than a week after
Mubarak had resigned, press articles began describing Salem’s
connections to Switzerland.?° They even described how Salem
had stayed briefly in Geneva just after the revolution, coming
from Dubai and leaving via Germany. The articles suggested that
he could have met with business partners in Switzerland, tak-
ing measures to protect his wealth.

Grand corruption stories often involve people who work as
proxies for politically exposed persons or who manage to en-
rich themselves simply because they have the right connections.
They benefit from political favours, which come at the expense
of the State and potential competitors. One of the most egre-
gious examples of this phenomenon is General Abacha, Nigeria's
president from 1993 to 1998. He was registered as the beneficial
owner of just three of the 130 accounts used by his criminal
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organization. The other accounts belonged to proxies, middle-
men, relatives, or business partners who profited from their
connections to the former Nigerian dictator.?* Sometimes, these
proxies exist to mask the real owner of any stolen assets. In oth-
er cases, they do business on their own, sharing their gains with
the right officials. Hussein Salem is a perfect example. A friend
and confidant of Hosni Mubarak, he apparently started with
nothing to become, by 2010, one of Egypt's most powerful busi-
nessmen. And his shady success came mainly through highly
political — and suspicious — deals at the expense of the Egyptian
public budget. In the years after the Arab Spring, Hussein Salem
became a central target of investigations against Mubarak's cro-
nies in Egypt and abroad. For a long time, Egyptian and interna-
tional media covered the cases against him in Egyptian courts.
And since he owns a significant amount of the Egyptian money
that was unfrozen in 2016, we must first shed some light on the
man, his business, and his trials.

2.1. - MEET HUSSEIN SALEM, WHO CAME FROM
NOWHERE TO BECOME A BILLIONAIRE

The 2011 revolution blew open the well-sealed black box of the
Mubarak regime and his cronies. And yet Hussein Salem re-
mains a mysterious figure. Even basic information such as his
place and date of birth is open to dispute. When journalists at
Al-Ahram, Egypt's largest state-run newspaper, wrote a profile
about him shortly after the revolution, they were also forced to
acknowledge the difficulty of finding any information:

“We found out, for example, that no databases at any of our major
newspapets had a file on Hussein Salem prior to the January 25
Revolution and before he fled the country in February 2011. Pub-
lished by the government Information Agency, the 1992 second
edition National Egyptian Encyclopaedia of prominent Egyp-
tians contains the biographies of 4269 public figures, of which 64
are contemporary. But even this failed to mention Salem, a man
at the peak of his financial and political prowess at the time.

The man’s name or the name of his son Khaled can be found with
difficulty in news about golf or in some stories on oil and tourism,
and only in a very limited number of newspapers. Miraculously,
we were able to find one interview with Salem in an Egyptian
papet, The Economic World Today, dated 17 March 2007. It is as if
someone high in office had given strict orders to the media to keep
Salem and his family out of the newspapers during that period.”*

Many Egyptians imagine that Salem had been an intelligence
officer (secret agent) in his youth before becoming a business-
man. In fact, he has been a “civilian” all his life, but he may have
had some connections to intelligence.?3 Salem was born 11 No-
vember 1933 in Cairo, but by 2011 had become one of the
wealthiest Egyptians. British newspaper The Telegraph put his
wealth and that of his family at a total of USD 4 billion.?4 Salem
has variously been described as “one of the most secretive busi-
nessmen in Egypt” and as “Mubarak’s double”.?s He graduated
from the Cairo University commerce faculty in 1956. According

to Al-Ahram, he first worked at the Textile Support Fund for the
modest monthly salary of LE 18 (worth USD 51 at the time or
USD 445 today). This person, who would later become one of
Egypt's richest figures, took his first baby steps into the circles
of power in 1963. As the state-run newspaper tells the story, he
then met Amin Huwiedi, Egypt's ambassador to Morocco at the
time but later to become Minister of Defence then Chief Intelli-
gence Officer. When Huwiedi was appointed ambassador to Iraq
that same year, he took Salem with him, appointing him branch
director of the Arab Company in Baghdad. He was quick to
build strong links with embassy staff in Baghdad and it might
have been there that he started his “business” activities.

When Huwiedi returned to Egypt to lead the General Intelli-
gence, he took Salem with him again and then sent Salem on mis-
sions to countries in the Arabian Gulf. The connections estab-
lished there might have been key to Salem's emergence as a
wealthy individual. When Anwar Sadat took power in Egypt in
1970, Huwiedi was sentenced to house arrest as part of the crack-
down on the outgoing Nasser regime. Salem is thought to have
cut all connections with Huwiedi, eventually becoming part of
Sadat’s new regime. According to the Al-Ahram article, Salem then
used his connections to land a job as CEO of the Arab Emirates
Trade Company, importing food supplies into the UAE. It was
probably then that Salem began to accumulate his colossal wealth.

Salem returned from the UAE to Egypt, possibly in 1977. Ru-
mours suggest this may have been because the Egypt-Israel
peace treaty that year raised tensions between Egypt and the
other Arab states.?® Salem still managed to get rich from the
peace treaty, however. When the treaty was signed, the US began
supplying Egypt with military equipment. Salem set up a com-
pany, EATSCO, which won a contract in 1979 to ship weapons
from the US to Egypt. We don't know how he won this lucrative
and highly sensitive deal. But it wasn't too long before he was
involved in a US corruption case in the late 1970s and early
1980s for providing false invoices to the Pentagon. Salem plead-
ed guilty to overcharging the Pentagon some USD 8 million. Ac-
cording to US court documents, EATSCO had provided false in-
voices for 34 shipments between 1979 and 1981 (see annex 1).

The enormous political, social, and economic changes in
Egypt during this period brought Salem other opportunities too.

2.2 - SALEM’S LUCRATIVE FRIENDSHIP
WITH MUBARAK

Egypt's post-revolution corruption trials have revealed new in-
formation about Salem’s lucrative deals, which had been quite
secret at the time. The defining characteristic of these deals is
that Salem made hundreds of millions of dollars without adding
much value himself. This raises questions about Salem’s real
role, especially since most of his deals were linked to public as-
sets, banks, and companies. Using Egyptian court documents,
we were able to reconstruct three major operations in which
Hussein Salem directly profited from his closeness to the
Mubarak regime. The documents show how dubious his meth-
ods were, a conclusion that contrasts starkly with his acquittal
during court cases in Egypt.



2.2.1- THE MIDOR CASE

In 1994, Hussein Salem entered the energy sector with an Israeli
partner, Youssef Bin Mayman. Together, they established a com-
pany called Midor in Alexandria with a decree from the Minister
of Economy. At the time, Midor was running one of the most
advanced oil refineries in Africa.?” The company was set up with
USD 300 million of capital, of which Salem's contribution was
40 percent through his Swiss-based company Maska. We shall
come back to this company later. Between 1998 and 2001, Salem
sold his Midor shares in four stages for about USD 50 million
more than their nominal value despite the fact that the company
had never made any profit since its establishment.?® The shares
were sold to NBF Cayman Ltd, a secret offshore subsidiary of the
National Bank of Egypt, the oldest and largest public bank in
Egypt, which had the status of Central Bank between 1951 and
1960.29 Medhat Youssef, the former chairman of Midor, told
Egyptian daily al-Masry al-Youm that after the second intifada,
Saudi Arabia stopped providing crude oil to refineries with Is-
raeli shareholders. He said the company’s refinery lab had been
designed for Saudi crude oil and the company had made losses
as a result.3° If the company owners were in such a vulnerable
position, however, it remains unclear how they sold their shares
to a state-owned bank. By doing so, they made huge profits at
public expense without even starting operation.

2.2.2 - THE EAST MEDITERRANEAN GAS PIPELINE CASE:
BUYING CHEAP, SELLING HIGH

Salem was also involved in the “gas export” case. This was an-
other high profile corruption case, in which government offi-
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cials, including the former minister of petroleum, Sameh Fah-
my, were accused of wasting public funds by selling underpriced
natural gas. The gas was sold to East Mediterranean Gas (EMG),
another company owned by Hussein Salem, which then resold
it to the Israel Electric Corporation (IEC) by direct order with-
out any public bids. It is not clear why EMG had to buy the gas
from Egypt's public gas company before selling it to the IEC.
Egypt's public gas company could have sold the gas directly to
the IEC, cutting out the middleman and keeping the profit for
itself. This is especially true, since the EMG was not running
any real operation.

According to testimony from Abdelkhalek Ayyad, the for-
mer chairman of Egypt’s general petroleum authority, Salem had
requested authorization in April 2000 from Sameh Fahmy, then
the minister of petroleum, to purchase Egyptian natural gas for
export to Turkey and Israel at a fixed price of USD 1.5/million
British Thermal Unit (BTU).3* Before Fahmy became the petro-
leum minister, he had been Salem's business partner in Midor.
When he became petroleum minister, he was key in granting
this lucrative deal to his former business partner, Salem; this is
an obvious case of conflict of interest.

In another testimony Mohamed Kamel al-Essawy,3* the First
Undersecretary of the Ministry of Petroleum for Gas Affairs,
explained that he had been appointed to prepare a study that
would value the cost of natural gas production. The study would
help set the selling price to Salem’s company, EMG. It concluded
that the cost of production was USD 1.5/million BTU. He said
the study was presented to the High Committee of Gas presided
by Fahmy himself.

At a later stage, Salem’s EMG made a new offer to buy the
gas for USD o.75/million BTU (half the price of production, ac-

A general view of Naama bay and of a hotel in the Red Sea resort of Sharm el-Sheikh. Egypt, November 7,2015. | © Asmaa Waguih/Reuters
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Egyptian businessman Hussein Salem, on February 21, 2009. On June 16, 2011,
Egyptian officials said they wanted him for trial on charges of
bribing Mubarak and his family and squandering public funds. | ©STR/AP

cording to al-Essawy’s report). On the same day as he made the
offer, Fahmy assigned Hassan AKkI, then the deputy director of
the General Authority for Petroleum, to prepare another esti-
mate. This time, the estimate would exclude fees and taxes paid
by the authority during the process of production. It would also
exclude the high cost of extracting the oil from the deep West
Delta field. The new study came up with a radically new and
lower cost of production, USD 0.68/million BTU, less than half
the initial price.33 By way of comparison, Russian natural gas,
which is some of the cheapest in the world, cost USD 3.24/mil-
lion BTU in April 2000 and about USD 12 /million BTU in mid-
2008. In other words, the prices of Russian natural gas were
about 17 times higher than the prices that EMG had to pay
when Egypt started pumping the gas to Israel 34

The petroleum minister approved the second - strongly dis-
counted - price, a decision confirmed by the prime minister in
September 2000. The contract with EMG was signed five years
later in June 2005, even though global prices for natural gas had
generally risen since 2000 when the estimates were made. Ac-
cording to testimony from former vice-president and chief in-
telligence officer, Omar Sulieman in the “gas export” case, the
government gas company sold the gas to EMG for USD o.75-
1.25/million BTU, and then EMG would sell it to the IEC for
USD 2.25/million BTU. Thus, EMG cashed in on astronomical
margins of between 33 to 55 per cent. Sulieman also testified
that Salem had had a 20-year friendship with Mubarak. He said
that, on the basis of Salem’s previous experience with the Israe-
lis in Midor, Mubarak had assigned Salem to establish the gas
company and sell Egyptian gas to Israel.35

2.2.3 - SWEET AND CHEAP. MUBARAK'S VILLAS IN
SHARM AL-SHEIKH

However, Mubarak might have had other reasons for granting this
lucrative gas deal to Salem than friendship and Salem’s Israeli con-
nections. In the late 1990s, Salem was also involved in “selling”
underpriced villas to the Mubarak family, a detail which became
part of Egypt's most high profile post-revolution corruption trials,
“the trial of the century”. After Egypt regained control of the Sinai

Peninsula in the 1980s, the government wanted to develop tour-
ism in the peninsula’s south. It granted Salem vast areas of land to
build many resorts before Sharm al-Sheikh became one of Egypt's
- and the region’s — biggest tourist attractions. For this reason, Sa-
lem became known as “the Father of Sharm al-Sheikh" 3¢

In the year 2000, Salem “sold” five adjacent villas to Mubarak,
his wife, and two sons. The villas had been built on a total area
of 22,435 m? for a small nominal price in a prime spot in the
tourist town of Sharm al-Sheikh. Ever since, the town had be-
come Mubarak's favourite destination. This is where he lived in
the period between his overthrow and his trial in Cairo. The
Mubarak family paid an average LE 84/m? for the five villas.
According to official “trial of the century” documents, the aver-
age market price of similar land during the same year was LE
1,697/m? or 54 times the rate paid by Mubarak and his family.3”
Put it another way, the Mubarak family paid less than half a
million US dollars for five villas including an area of more than
20 square kilometres. When Mubarak resigned, an Egyptian
court treated the “sale” of these five villas as a bribe. In the end,
however, the case was dropped due to statute of limitation (see
chapter 5 for more details on the case).3?

As the following chapters explain, some of these deals were
channelled through bank accounts or companies in Switzerland.
Part of Hussein Salem’s assets were stored in Switzerland too.

2.3 - AMOGUL IN THE ALPS

Hussein Salem’s connections with Switzerland date back to the
1970s. A bank document shows that in 1974 he and his wife
opened a bank account at the Credit Suisse bank in Geneva (see
annex 2). Apparently, this account was used in the late 1990s for
the receipt and payment of corrupt commissions in a Midor
project to build a gas plant in Egypt. A German trial, the “Flow-
tex case”, showed that German companies had used corruption
to supply Midor with German machinery. In a German press
article on the trial, the case was described as “one of Germany's
biggest ever corruption cases”.39

Interestingly enough, German prosecutors in the case were
able to prove that Hussein Salem had paid undue commissions
to German company directors for public contracts in Egypt.
However, the prosecutors were never able to find out whether
those payments were kickbacks for bigger commissions paid to
the Egyptian officials who granted the contracts to those Ger-
man companies. German prosecutors strongly believed this to
be so, but they never tried to prosecute the corruption crime that
might have happened in Egypt.4° According to a 2012 newspa-
per article in Le Matin Dimanche,4* the Flowtex case raised a red
flag inside Hussein Salem’s bank — Credit Suisse. In 2002, Swiss
prosecution authorities ordered Credit Suisse to share banking
information with their German counterparts, who had made a
request for mutual legal assistance on the Flowtex case. The
bank’s compliance department suggested ending their relation-
ship with Hussein Salem. But as the 2012 article showed, the
compliance department was overruled. This last point needs
flagging, because it shows that Swiss banks may not be so dili-
gent about protecting themselves from money laundering.



According to Emirati newspaper The National, which quotes
official documents from the Egyptian Ministry of Justice dated
12 July 2012, Hussein Salem, his spouse, his son and his daugh-
ter would have had other bank accounts in Switzerland, namely
at UBS and at the Raiffeisen Group of banks.4> We were never
able to confirm or reject this assertion.

Salem had more than bank accounts in Switzerland. He also
had stakes in Swiss companies. In 1975, Salem registered a com-
pany in Geneva called Maska with a capital of 250,000 Swiss
francs. In 1989, Salem established another company in Geneva,
called Galaxy Hotels. The activities of the latter remain largely
unknown. But in 2011, both companies were administered by the
same lawyers in Geneva, Pascal Erard and André Gillioz.43 In
2012, the consortium of investigative journalists OCCRP also put
Gillioz into the spotlight for having set up companies in Panama
and the BVI on behalf of Hussein Salem and his family.44

Maska was a very profitable business. It acted mostly in the
1990s as the main offshore entity for Salem’s “investments” in
the Egyptian energy sector. We were able to trace at least two
investments by the Swiss-based company into energy compa-
nies in Egypt in the 1990s. Salem then switched to a different
BVI-based vehicle, the East Mediterranean Gas Company, for
his investments in the early 2000s.

The first investment that we traced went into Midor, the oil
refinery company mentioned above (see section 2.2.1). Accord-
ing to a document published by the Egyptian Illicit Gains Au-
thority, Midor's authorized capital at its creation in 1994, was
USD 300 million, of which issued capital was worth USD 150
million, divided into 150,000 shares valued at USD 1,000 per
share. At the time, Maska held 1,500 shares (1 percent) worth
about USD 1.5 million.

Credit Suisse compliance department
suggested ending their
relationship with Hussein Salem.
But they were overruled.

According to the same document, the authorized and issued
capital of the company increased between 1994 and 2002 to
USD 1.1 billion. The shareholding structure also changed in
1996 so that Maska then held a 40 per cent stake in the compa-
ny. In 1998, Maska sold 7,200 shares in Midor to Egypt's state-
owned Suez Canal bank for USD 1,400 per share. It sold 36,000
shares to the Cayman subsidiary of Egypt's largest national
bank, the National Bank of Egypt (NBE), for USD 1,400 per
share as well. Later that year, Maska sold 21,600 shares to the
National Bank of Egypt for USD 2,100 per share. Finally, in
2001, Maska sold its last stake of 7,200 shares to the NBE for
USD 2,200 per share. Calculating the difference between the
nominal values of the shares and the price at which it was sold
to public banks, the official report concludes that by selling

FAILED RECOVERY | October 2017 11

overpriced shares to public banks Maska would have made a
profit of about USD 49.6 million. It could be argued of course
that the company’s value had increased between the time when
it was established and the time when the shares were sold. But
the same official reports notes that Midor was inoperative and
therefore unprofitable during this period. It only started operat-
ing in 2004 after the shares had been sold.4>

Maska was involved in a similar scheme with another Egyp-
tian company called Midtap. Midtap was established in 1992
with issued capital of USD 70 million divided into 70,000
shares with the same nominal value of USD 1,000 per share.
Maska held about 14,000 shares, or 20 percent of the company.
Maska's shares were also sold to the NBE between 1998 and
2001. This time, however, the shares were apparently sold at
their nominal value without Salem making any profit. Similar
schemes were repeated with other Egyptian energy companies
using vehicles based in Ireland and the BVI.

2.4 - THE POST-REVOLUTION TRIALS AGAINST
HUSSEIN SALEM

In 2012, Salem was arrested in Spain, a country where he lived
and had citizenship. With more than 40 million Euros frozen in
bank accounts plus real estate worth 14 million Euros, he faced
charges for corruption.4® Egyptian authorities had requested that
he and his children be extradited. In 2012 Spain's Court of Appeal
agreed, but the Constitutional Court of Spain postponed the ex-
tradition. Salem was then released on bail for 27 million Euros.47

Apparently, Swiss authorities had opened an inquiry against
Hussein Salem as early as 2011. And even though he was not on
the Swiss government'’s official list, some of his assets were fro-
zen. A subsequent court decision clarified the point.#® Since 2011
Salem and his wife had been trying to get their funds released in
Switzerland. On 6 September 2012 — probably at the request of
the Egyptian authorities — Switzerland added the names of Sa-
lem and of close relatives to the official list issued some 17
months before. The move was probably more diplomatic than
anything else, a (public) nod to Egypt’s requests. But by that time,
Salem's Swiss funds had already been frozen, not on the basis of
the government decree but on the basis of a Swiss criminal in-
vestigation. So, from September 2012, Salem’s funds were frozen
under two separate orders. At that time, the Swiss freezing list
totalled 31 persons.#? A few days earlier, in August 2012, a Swiss
newspaper had published a well-informed article, saying that
Switzerland had now frozen USD 693 million linked to the
Mubarak regime.>® Authorities later acknowledged that the sum
was in fact even higher, more than USD 700 million.5* It seems
reasonable to conclude that some of these assets were linked to
Salem and his entourage. At the end of 2012, it emerged that po-
lice had searched the office of the lawyers, Gillioz and Erard, who
administrated Salem's Geneva companies.’> We do not know,
however, who his entourage consisted of, which bank accounts
were frozen, how many Swiss banks were involved, and which
Swiss companies were linked. Salem's lawyer in Switzerland,
Vincent Jeanneret, and Pascal Erard, one of the lawyers who
managed his companies, both declined to answer our questions.
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The Giza Pyramids are pictured behind the River Nile, houses and hotels on a cold day around in Cairo.
Egypt December 5, 2016. | © Abdallah Dalsh/Reuters
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Swiss and Egyptian authorities
struggle to collaborate

As we said already, in 2011, Swiss authorities quickly froze
money belonging to Mubarak and his entourage. According to
international law, freezing is a standard procedure during on-
going investigations. Legal owners cannot access their money
while it is frozen, but the assets remain their property until a
court formally validates the confiscation order or seizure. The
freezing orders are important to prevent ill-gotten assets being
vanished away with one click of a mouse through a chain of
secretive offshore companies.

But asset freezing does not guarantee their repatriation. A
seizure must take place before restitution is discussed. To seize
the assets, authorities must prove they are the proceeds of a
crime. Criminal investigations authorities must provide suffi-
cient evidence to show that a crime was committed, and then
obtain a final court decision to recognise this. Judicial authori-
ties in both the requesting and requested countries share re-
sponsibility for achieving this. In theory, therefore, they should
both launch their own inquiries, exchange requests for mutual
legal assistance (MLA) and reach convictions, linking the frozen
money with offences considered criminal in both countries. In
theory, this is the standard path for asset recovery procedures
(the “MLA track”).

In the months just after the Arab Spring, Swiss judicial au-
thorities tried to follow this MLA track. They provided support
to the new Egyptian authorities by explaining what they needed
to accept a request for Mutual Legal Assistance (MLA). On 11
and 12 May 2011, Swiss experts travelled to Cairo.53 Then, on
18 May 2011, the Office of the Attorney General of Switzerland
(OAG) - the independent judicial authority responsible for
transnational criminal inquiries — opened its own procedures
into the laundering of Egyptian money. It requested financial
information from those banks, which had frozen Egyptian
funds. It also tried to identify any undeclared bank accounts. In
the beginning, these criminal investigations targeted at least
14 people, more than the 12 people listed in the original freezing
order by the Federal Council in February 2012. The Swiss OAG
also sent at least 30 legal assistance requests to Egypt,54 accord-
ing to an OAG press release in January 2016.5 In September
2011, the OAG made an important decision, expanding its in-
vestigations to include the possible existence of a criminal orga-
nization.5® Under Swiss criminal law, this is the only way to

enable a seizure on the basis of a reverse burden of proof. This
makes it possible for investigations authorities not to have to
prove that each cent of frozen money is the process of a crime,
but it requires proof that it belongs to a criminal organization.5

The OAG strategy was clear. It was trying to identify assets
belonging to Egyptian cronies and to ensure — under Swiss laws
- that these assets could be seized. To do so, Swiss prosecution
authorities needed a conviction that linked the money to a pred-
icate offence, that is, to a crime that had happened in Egypt sev-
eral years before. And this is where they needed the support of
Egypt's judicial authorities. To boost this cooperation, the OAG
travelled several times to Egypt,5® and his counterpart came to
Switzerland.

Despite this, MLA procedures became bogged down in both
countries between 2012 and 2015, linked partly to major politi-
cal turmoil in Egypt. The difficulties quickly showed that the
MLA track would be a daunting process. In fact, collaboration
between Egyptian and Swiss authorities became difficult, for
four different sets of reasons.

First, the Swiss authorities found it hard to accept MLA re-
quests from Egypt. MLA requests are not public, so it is hard to
know precisely what went wrong. But we do know that it took
months for Swiss authorities to accept Egyptian MLAs and that
some of the requests were rejected, probably because they were
not substantiated enough or because they did not meet the for-
mal criteria. In August 2012, a Swiss newspaper published a
well-informed article explaining that of 40 MLA requests sent
to Swiss authorities by Egyptian authorities, only three had
been accepted so far.>

Second, Egyptian authorities had double status in Swiss
procedures. On the one hand, they were requesting information
as a foreign prosecution authority. On the other hand, they were
acting as plaintiffs. This meant that, theoretically, through their
lawyers in Switzerland, they had direct access to the files. This
would have allowed them to bypass MLA-mechanisms to access
the information they were seeking. The Swiss Criminal Court
first recognized Egypt's right to have this double status in
2011.%° But a few months later, in light of Egypt's political insta-
bility and the lack of judicial independence, a Swiss court
blocked Egyptian access to the files. This required Egyptian au-
thorities to wait for final decisions in the mutual legal assis-
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tance process before getting the information they wanted.®*
Egypt took the decision badly. Kamal Guirguis, head of interna-
tional cooperation at the Egyptian prosecutor’s office told a
Swiss newspaper that the decision had “knocked them down”
and “put an end to months of negotiations”.%?

The third set of difficulties was more predictable. The Egyp-
tian defendants and their lawyers did anything they could to
block any progress in the Swiss inquiries. And they repeatedly
requested that Switzerland unfreeze their funds.% As far as we
can tell from judgements published later, these demands were
dismissed. But they substantially slowed the process.

The fourth difficulty came in June 2015, when Switzerland's
federal prosecutor decided to drop the charge of a criminal or-
ganization. Egypt successfully appealed the decision in the Fed-
eral Criminal Court,% obliging the OAG to keep the process
open. But it was a very clear signal that the Swiss OAG was
struggling to substantiate the charges. The possibility of using
the reverse burden of proof quickly narrowed.

As the decisions became public, the situation became clearer
and clearer: Swiss federal prosecutors were struggling to get the
evidence from their Egyptian counterparts that would have al-

lowed funds frozen in Switzerland to be seized on the MLA
track. The fact that Swiss courts also raised doubts about the
independence of Egypt's judicial system made it even doubtful
that a Swiss court would anyway recognise an Egyptian judg-
ment, whatever the outcome.

It is hard to know how Egypt viewed the collaboration. Ap-
parently, Egyptian authorities thought they could find a quicker
and easier way than MLA and court convictions to seize the
assets in Switzerland. Commenting on a draft asset recovery
law that was about to go to Switzerland’s parliament (see box 2),
Kamal Guirguis expressed his hope that Switzerland would
adopt the bill soon, because it would allow for the easier seizure
of Egyptian assets. Guirguis even said he was happy that Swiss
authorities would do s0.% But there must have been a mis-
understanding. Swiss authorities never intended to pass any
law that would have facilitated the Egyptian investigations.
And they continued to prioritize the MLA process. And any-
way, even if Switzerland's parliament had accepted a stronger
law, it could not have been used to seize Egyptian assets. That is
because it was passed after the assets were frozen and would
probably not have been applicable retroactively.

A statue of Ramses |l outside the Museum of Egyptian Antiquities. In the background is the headquarters of former President Mubarak's party, the PND.

The building was burned during anti-government protests on January 28, 2011. | © Alfredo Caliz/Panos Pictures
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Five years after the Arab Spring:
the defrost begins

In December 2016, a Swiss OAG press release explained that
about 180 million Swiss francs, that is a quarter of the Egyptian
assets frozen after the Arab Spring in Switzerland, had been re-
leased and that the OAG had had to “drop criminal proceedings
against several persons in Switzerland”.%® This was quite a cold
shower. But the news attracted almost no attention in Swiss
media. And of the little coverage there was, none of it explained
the press release’s significance. In an understated tone, the press
release said the OAG “takes account of the decisions of the
Egyptian committee for the restitution of assets located abroad”
and ended with a disclaimer in capitals that the OAG was “UN-
ABLE TO PROVIDE ANY ADDITIONAL INFORMATION [...]
AND WILL NOT RESPOND TO ANY FURTHER ENQUI-
RIES, WHETHER WRITTEN OR BY TELEPHONE". The press
release further said that “the Swiss criminal investigation into
suspicions of supporting and/or participating in a criminal or-
ganization and money laundering was now being conducted
against six [unnamed] persons” and that “assets amounting to
around 430 million Swiss francs remainfed] frozen.” A fair
share of this money probably relates to Credit Suisse accounts
belonging to Mubarak’s sons.

What happened? We don't have all the facts. Prosecuting au-
thorities tend not to comment on ongoing procedures. So, it is
hard to have insights into what they do refer to. Usually, the
relevant information only becomes public when an inquiry
leads to a trial. But this case was dropped before it went in front
of the judges, so there are no court documents to explain — if
only partially — what happened. Nevertheless, Swiss judgments
on procedural matters give us at least part of the answer. These
judgments are clear that assets belonging to Hussein Salem and
his entourage (we don't know precisely to whom this word re-
fers) were released. Why? We reconstruct that story for the first
time in this chapter.

4.1 - EGYPTIAN IMMUNITY

It had been public since January 2013 at least that Hussein
Salem had proposed a deal to Egyptian authorities. According
to Egyptian newspaper Egypt Independent, his lawyers in
Egypt had proposed a deal as early as 2012 in which Salem

would return 5o percent of all his wealth in exchange for the
charges against him being dropped.®” Also in 2012, his lawyers
intervened for the first time in Switzerland, seeking the release
of Salem’s frozen funds but with little success. In February 2013,
the Swiss criminal court rejected that request.®

But on 2 August 2016, the Egyptian Illicit Gains Authority
did sign an extra-judicial agreement with Hussein Salem,%
agreeing to drop all remaining charges against him and possibly
his entourage too. In exchange, Salem made a public statement
that he was ready to give 75 percent of his wealth to the Egyp-
tian government. The existence of the deal was made public in
Egypt, but the details were not (see chapter 6). In the summer of
2016, therefore, Hussein Salem'’s Swiss lawyers asked the Swiss
courts to unfreeze the funds belonging to Salem and his entou-
rage. The OAG resisted at first, arguing that it was still conduct-
ing its own inquiry. It obtained a court decision for the sums in
Switzerland to remain frozen.7®

According to Swiss court documents, Salem’s lawyers ar-
gued that: “Despite the fact that the procedure has been open
for many years, the OAG is still not in a position to determine
the acts with which [the defendants] are being charged, or to
describe the crime in any way as to specify when it took place,
or to explain in any understandable way the defendant's action,
possible participation, motives, or results obtained.” The law-
yers added “answers from the Egyptian judicial authorities have
so far been revealed as inaccurate, or even lies. [...] Moreover,
the defendants blame the OAG for having been unable to link
the frozen assets with any potentially illicit source.” Be it com-
pletely accurate or not, this statement tends to show how des-
perately empty the file the Swiss OAG had on HS was, 5 years
after it had started collaborating with its Egyptian counterparts.
Asked for comment, Egypt's Swiss lawyers, Urs Feller and Mar-
cel Frey, refused to answer our questions.

Hussein Salem's lawyers were not the only ones pleading
for the release of his money. Just a few days earlier, on 26 May
2016, the OAG had received a diplomatic note from the Egyp-
tian government (note No. 85), saying that Hussein Salem and
his wife were no longer the target of any judicial inquiry in
Egypt, something that was not true at that time. The note ar-
gued that therefore both should be taken off Switzerland's 2011
freezing list.7* According to Egyptian newspaper Al-Ahram,



Egypt's ousted President Hosni Mubarak sits inside a dock at the police academy on the outskirts of Cairo. April 15, 2013. | © Stringer/Reuters

Egypt's prosecutor general made the same demands. He re-
quested judicial authorities in three countries, including Swit-
zerland, to “unfreeze the assets and funds abroad of once-fugi-
tive Egyptian business tycoon Hussein Salem and his family
following a final reconciliation with the Egyptian government
[...] after the business mogul gave USD 596.5 million to the gov-
ernment. The figure was claimed to account for 75 percent of
his assets inside and outside of Egypt.”7? We don't know for
sure when the final deal was signed, because the note sent in
May was actually released before the final deal had been con-
cluded (August). As we shall see later, the court procedures
against Hussein Salem were not stopped in Egypt until August
2017. Nor do we know for sure who, in the Egyptian govern-
ment, authorized this agreement. Some sources say it was the
INlicit Gains Authority, others cite the Ministry of Justice or the
government. Nevertheless, a deal was clearly signed in some
form during the summer of 2017.

4.2 - DECEMBER 2016, SWISS AUTHORITIES
UNFREEZE SALEM’'S MONEY

The Swiss OAG soon decided to unfreeze Salem’s assets and to
drop all charges against him. In such a situation, Swiss author-
ities have no control over what happens with the unfrozen
money. It was not confiscated, so it does not belong to either
the Swiss or the Egyptian States. The freezing order is simply
cancelled. The individuals that controlled the accounts before
the order was issued simply access their funds again. In such
cases, no “asset recovery politics” are possible. Governmental
authorities do not discuss use of the funds or how to prevent
the funds from being diverted. As a result, it could very well be

that the funds are still sitting in the same Swiss bank account
that Hussein Salem had opened in the 1970s. Swiss authorities
are not even allowed to ask about it.

According to a press release in December 2016, the OAG still
has some Egyptian cases open, but only against six individuals.
By February 2017, therefore, the Federal Council’s freezing list
had shrunk to just 16 names,’ almost half the number (29 per-
sons) it had had a few months before.7

The Swiss OAG soon decided to unfreeze
Salem’s assets and to drop all charges
against him. In such a situation,
Swiss authorities have no control over what
happens with the unfrozen money.

As early as 2013, a Swiss official had warned one of this re-
port’s authors that: “If Egyptian courts clear the account holder,
and if Swiss courts do not make a final conviction, then the
freezing measures may be lifted in Switzerland.”7> Despite all
the effort over six years, all the court proceedings, the judicial
authority trips, the piles and piles of banking information, and
all the hope that came in the aftermath of the Arab revolutions,
that sad prediction became a reality. Switzerland unfroze one
quarter of the Egyptian funds that had been frozen in 2011. And
perhaps it will soon unfreeze some more.
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Egyptian trials
and their shortcomings

We tracked 40 Egyptian corruption cases that emerged from the
2011 revolution against 16 Mubarak regime members. As of
6 April 2017, at least 14 of these 16 defendants have walked
free. In at least 10 cases, the defendant was acquitted after con-
viction. In at least 4 cases, the defendant was convicted in a
first-instance ruling then reached reconciliation. Another five
charges were settled by reconciliation before a verdict was
reached. Since the defendants were willing to settle the charge
by payment in these cases, it suggests they were expecting to be
convicted. Two charges reached a verdict in absentia. One case
ended due to a statute of limitation. Just three charges (in the
same court case) have ended with a final conviction. And six are
still ongoing. Seven out of the 40 charges ended with first-in-
stance acquittals.”

The above statistics show two things. Firstly, Egyptian law
makes it hard to convict somebody for corruption by offering
several avenues for walking free. It entrenches impunity in
grand corruption cases. It also makes harder to recover stolen
assets (which requires conviction). The law allows for an easy
settlement in corruption cases. And while Transparency Inter-
national recommends that the statute of limitation should be
counted on the day the public official leaves office and loses im-
munity, Egypt counted this until recently as the day the crime
was committed.?7 This statute of limitation rule allowed the ac-
quittal of one of the most high-profile corruption cases involv-
ing Mubarak and Salem in the Sharm al-Sheikh villas case.”®
Between reconciliation and the statute of limitation, it is very
difficult to reach a final conviction in a corruption case in Egypt.
Therefore, it is hard for an MLA procedure of asset recovery to
yield any effective results. In his verdict on the “Trial of the
Century case”, the judge recommended that the law be changed
accordingly.

Secondly, there is little doubt that the trials were — and still
are — influenced by general politics at the time. There is also
little doubt that any of these charges would have been brought
if the Mubarak regime had stayed in power. Under massive
revolutionary pressure in 2011 and 2012, most courts convicted
the Mubarak regime defendants. But as the situation developed
and political pressure eased on the courts, most trials in appeal
ended with an acquittal. Moreover, many court rulings were
heavy with political sentiments and statements, sometimes

even conspiracy theories. Take this judge's verdict to acquit
Mubarak and Salem of all corruption charges in the “Trial of
the Century™:

Under massive revolutionary pressure
in 2011 and 2012, most courts
convicted the Mubarak regime defendants.
But as political pressure eased
on the courts, most trials in appeal ended
with an acquittal.

“This is indeed proven by the existence of America’s interna-
tional Hebraic scheme, which established the political order
known as the Greater Middle East Project and which briefly re-
quires the division of larger Arab countries into a number of
smaller states, in order to preserve the Zionist entity’s hegemony
over the Middle East. [The Zionist entity] achieves its numerous
dreams and loots the natural resources that Allah bestowed, by
provoking a fear of al-Qaeda and of groups disguised in the
robes of religion, both of which are thirsty for power and rule.
Some of these groups built financial empires, though only the
Almighty knows their origin. The axis of evil between America,
Israel, Iran, Turkey, and Qatar, took two scheming routes in the
Arab world. First, the 2003 military invasion of Iraq using lies
about the existence of nuclear weapons. Second, to justify the
military costs and its human toll [...] they entered through the
door and hid behind what they called the US program of “de-
mocracy and good governance”. They described this as the war
of the fourth generation, by claiming the non-violent change of
authoritarian ruling regimes, by provoking religious, sectarian,
ethnic, or tribal differences.”79

It is hard to imagine that such kind of judgments would have
met the standards to be recognized valid in front of a Swiss
court.



A mural depicting a combination of the faces of Egypt's former president Hosni Mubarak and Field Marshal Mohamed Hussein Tantawi.
Cairo, June 14, 2012. | © Ahmed Jadallah/Reuters
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The mysterious deal

In December 2015, Egypt’'s administrative court ruled in a case
brought by the Association for Freedom of Thought and Ex-
pression (AFTE) and the Egyptian Initiative for Personal Rights
(EIPR).8° Its decision obliged the council of ministers to regu-
late the right of citizens to access information and data relating
to settlements between the state and investors over privatiza-
tion and public funds. According to this decision, the govern-
ment is obliged to disclose information about such settlements
in a way that the standards, reasons, and basis for each settle-
ment will be clear.

However, the deal that was
finally concluded apparently stipulated
that Salem would give up
75 percent of all his wealth
in return for all charges against him
being dropped. And his assets
would be unfrozen.

Despite the clarity of this ruling, all reconciliation deals re-
lating to Hussein Salem took place in almost total secrecy. The
full text of the agreement between Hussein Salem and Egyptian
authorities, for example, was never officially published. The in-
stitutions that executed the settlement never released a public
statement to explain it. We only know about it through dispa-
rate news and statements given to the media. Since such cases
directly involve public funds, this is a breach of the govern-
ment’s constitutional and international commitments, and of
the administrative court ruling. On the basis of the December
2015 judgment, we repeatedly asked the Egyptian Ministry of
Justice to provide details about the agreement with Hussein Sa-
lem, but to no avail. This agreement is enforced in mysterious
ways. It is hard to see how it affected the various proceedings
still ongoing in Egyptian courts when the agreement was

signed. According to the media, it should have led to all charges
being dropped against Salem. But the Cairo Criminal Court was
still passing judgement in April and in August 2017, almost a
year after the agreement was signed.?2 Needless to say, Hussein
Salem was acquitted in those judgments.

Rumours of negotiations and a possible reconciliation deal
with Hussein Salem date back quite a few years. Apparently the
agreement was the result of a long process. Most news talked
about him giving up half his fortune in return for dropping all
charges.® However, the deal that was finally concluded appar-
ently stipulated that Salem would give up 75 percent of all his
wealth in return for all charges against him being dropped. And
his assets would be unfrozen. One news website published a
copy of the agreement (see annex 4 for the agreement in Arabic).
This one available version of the agreement, and the statements
of officials and Salem’s lawyers, confirmed that Salem had in-
deed committed to give up 75 percent of all his assets, a sum
that his lawyers said would be worth some LE 5.5 bn, worth
USD 311 million (using August 2017 exchange rates). Some me-
dia reports claimed that this amount was nowhere near 75 per-
cent of Salem’s wealth, at most 20 percent of it.34 Nor is it clear
whether any of his assets frozen in Switzerland and elsewhere
have actually been returned to the Egyptian government. Nor
do we know what they should have been used for.


https://afteegypt.org/?lang=en
https://afteegypt.org/?lang=en

A reflection of Paradeplatz, the symbolic centre of the Swiss banking industry, in the window of a private bank.

The building in the background is Credit Suisse’s historical headquarters. | © Mark Henley/Panos Pictures
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And the winners are...
Switzerland’s banks!

Between 2000 and 2010, Swiss authorities and banking sector
representatives had tried to improve Switzerland's reputation
by describing Swiss anti-money laundering mechanisms as “the
most rigorous in the world".35 But the sheer amounts of money
in Swiss banks after the Arab Spring throw such statements
into suspicion. The revelations have let doubts arise about the
way financial intermediaries are applying their anti-money
laundering duties. They also might show that a lack of punish-
ment — or lack of a deterrent effect — was still leading them to
accept dubious money. The Arab Spring had raised hopes in
Switzerland too: after years of taking money from dubious
sources, some hoped the banks that had contributed to Egyp-
tian pillage would be condemned and sanctioned appropriately.
At the very least, it was hoped, new measures would stop this
from happening again and again.

The results are disappointing from that perspective. In theo-
ry, Swiss financial intermediaries are scrutinized in two differ-
ent ways, which should be complementary. Firstly, FINMA, the
Swiss financial markets supervision authority, is responsible for
ensuring that banks and other financial intermediaries (fiducia-
ries, family offices, etc.) apply due diligence procedures to pre-
vent money laundering as required by law. If they do not, ad-
ministrative sanctions can be taken, including, for example, the
withdrawal of a banking licence. This is not a criminal issue.
Secondly, criminal prosecution authorities are responsible for
investigations into money laundering. As a rule, they prosecute
individuals. That is, the charge of “money laundering” needs a
predicate offence. Money is not laundered unless it comes from
another crime. In the Egyptian case, as far as we can tell from
the publicly available information, both the administrative and
the criminal proceedings are meagre.

In 2011, FINMA analysed the application of money launder-
ing duties by those financial intermediaries, which had accepted
funds frozen after the Arab Spring. The analysis led to a report,
but unlike the Abacha case 11 years earlier, this report was not
initially made public. Under pressure from Switzerland’s civil
society, FINMA did eventually release a short report, but did
not name the banks in their inquiry.8¢ The report noted “most
financial institutions have fulfilled their particular due diligence
obligations ‘satisfactorily’ to ‘well”. FINMA found wrongdoings
in “only” four cases of the 20 investigated. But it did not detail

the wrongdoings in any of these four cases nor communicate
the results, nor the sanctions that were potentially taken in
some of those cases. We do not even know precisely when the
procedures were concluded. However, we believe that this was
between 2013 or 2014 at the very latest. This is a swift process
when compared to criminal procedures still running three years
later. All in all, given the scarcity of the information available,
we cannot judge the deterrent effect of such procedures.

No clear signal has been sent to banks.
And some may interpret this
to mean that, in the future,
they will be able to accept such funds
with limited risk.

We do not know whether any financial intermediaries are
still the subject of Swiss criminal procedures. What is clear,
however, is that when funds are unfrozen as they were in De-
cember 2016, there is no predicate offense anymore. Therefore,
there is no money laundering either. As a result, the asset recov-
ery politics advertised so proudly by Swiss authorities was
rather disappointing in this specific case. No clear signal has
been sent to banks. And some may interpret this to mean that,
in the future, they will be able to accept such funds with limited
risk.
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An anti-government protester defaces a picture of Egypt's President Hosni Mubarak in Alexandria, January 25, 2011. | © Stringer/Reuters
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Lessons and
recommendations

Since the Arab Spring, asset recovery processes have occupied a
growing space on the international agenda. But data is limited.
Precise figures or even estimates that would allow to assess the
results of this development are lacking. According to 2011 World
Bank figures, some USD 5 billion have been seized and returned
since the end of the 1990s — almost half of it by Switzerland. But
this represents a very small part of the USD 20 to USD 4o bil-
lion worth of estimated illicit money outflowing out of coun-
tries each year, linked to bribery, misappropriation of funds, and
other corrupt practices.®?

There are many reasons to explain the poor results of asset
recovery cases. The cases are complex, and there is no single,
simple remedy to the wide range of obstacles they face. Analysis
of these barriers based on concrete cases is scarce, because
among other reasons the basic information is unavailable. As a
result, no consensus exists on how best to meet shared interna-
tional commitments such as “tackling corruption” or repatriat-
ing illicit assets stashed abroad. In that respect, any conclusions
drawn from this case study are worth taking into account. We
have reached three major conclusions.

1) FINDING ALTERNATIVE WAYS WHEN
MUTUAL LEGAL ASSISTANCE
PROCEDURES ARE INSUFFICIENT

The mutual legal assistance track, the reigning paradigm of as-
set recovery, has huge shortcomings, since it requires the judi-
cial authorities in the country of origin of the money to be
functional, to be able to send and respond adequately to Mutual
legal assistance demands and to reach final court convictions.
The difficulties of this MLA-track can be summarized as fol-
lows:

It can be difficult to link frozen money with a criminal of-
fence. For instance because it often takes years to track the path
of assets that are the proceeds of a crime, when they have been
round-tripping through an extensive spiderweb of offshore
companies and bank accounts in various jurisdictions. Or be-
cause illicit money might have been mixed with “licit” money. It
might therefore be really difficult to prove that the frozen mon-
ey is indeed the proceeds of crime.

It might also be difficult to determine what crime had been
committed when the money had been plundered by plutocrats
or civil servants working in “legal” manner. It might prove diffi-
cult to find out about things that took place a long time ago or
that took place after the statute of limitations had expired.
Moreover, the “crime” has to be considered as such in both juris-
dictions. This last provision makes it impossible, for instance, to
get assistance for offenses that do not exist in Switzerland's
criminal laws, including breaches of currency exchange con-
trols, tax evasion, or illicit financing for political parties or cam-
paigns.

But the list of difficulties related to this MLA track are not
just of a technical nature. They might be more political. Some
asset recovery cases are opened when the same regime is still in
power. And even when the regime has changed, judicial author-
ities might be in a poor situation, lack capacity, or even the po-
litical will to conduct such inquiries. Perhaps they are still
linked to the former authorities, because they are corrupt or
have been threatened. Various authorities might be competing
to take the lead on asset recovery, sometimes with different aims
in mind. Sometimes, a country’s judicial system might not be
considered independent enough. Its convictions might not be
seen as valid in the country where the money is frozen, or they
might not conform to European Court of Human Rights (ECHR)
requirements. Such difficulties hampered almost every one of
the Egyptian asset recovery cases.

This does not mean that countries should not first try crim-
inal procedures. On the contrary, it would be undiplomatic for
any country to say at the start that another country’s judicial
authorities are unable to do their job. But it does mean that al-
ternative ways are needed when this path leads to a dead-end.
The lack of such alternatives leads to the release of highly suspi-
cious funds not because they were recognized as licit but be-
cause a malfunctioning judicial authority made it impossible to
prove anything else.

Clear about the difficulties of the “MLA track” that has been
acknowledged in similar cases related for instance to Haiti or to
the Mobutu money in Switzerland, Public Eye has been advocat-
ing for a long time for alternative mechanisms. These would re-
duce the high burden of proof in such contexts and help cases
like the Egyptian one. For more than ten years, we've been high-
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A LAW MADE FOR (ALMOST) NOTHING?

Swiss asset recovery processes since the late 2000s show
how difficult it can be to reach criminal convictions, even
when the frozen money was unlikely to have been legal.
The most prominent cases were those of Mobutu and
Duvalier, Haiti's former president. The latter's money has
been frozen in Switzerland since 1986, but he has never
been convicted. In 2007, the Swiss government committed
to adapt the law in cases “where it was clear that the
dysfunctional judicial system in the country of origin made
it impossible for it to seek judicial assistance”.?2 The Swiss
parliament then adopted a new law in 201073 enabling
seizures on the basis of an administrative process (similar
to a “non-conviction based forfeiture”) when a former Polit-
ically Exposed Person (PEP) is unable to prove that their
money was legally acquired (reverse burden of proof). This
new law was recognized internationally as being a
pioneering step, and Swiss authorities are keen on referring
to it to show how progressive they are in asset recovery
politics.

Nevertheless, the use of this law is restricted by con-
ditions that are hard to meet. In fact, these conditions
made it almost impossible for this law to be applied.

In 2015, this law was amended and renamed.?* The thresh-
olds were softened a bit, but conditions to use it remain
hard to meet. So far, no seizure has been made under
any of the versions of the law, apart in the Haitian case.
With regards to the Egyptian case, Swiss authorities
wrote in their communication to Egyptian media released
in September 2017 that this law would not be of any

use, since mutual legal assistance between Switzerland
and the Arab Republic of Egypt was not impossible as
such.

lighting the need for additional laws that would allow the mon-
ey of heads of states and their entourage to be seized, when
their countries are renowned for endemic corruption, when
public officials or their relatives have enriched themselves
during their time in charge, and when they have done so to such
an extent that it is almost impossible for them to have acquired
their wealth in any legitimate way, unless they can demonstrate
they did so (reverse burden of the proof).88 Renowned experts
in Swiss Criminal law recommended such propositions,3
which they found to be consistent with principles of the Euro-
pean Court of Human Rights.9°

Such solutions would have a considerable deterrent effect.
They would also help to bypass another difficulty in the seizure
process: that each cent of the frozen money must be proven to
be the product of a crime committed abroad. As the lawyer re-
sponsible for the confiscation of Abacha’s loot in Switzerland

said in 2008, “in many confiscation proceedings [proving] the
criminal origin of the assets to the last cent is virtually impos-
sible in cases of such magnitude”.9*

To a certain extent, our arguments have been heard. Even
before the Arab Spring, Swiss authorities had adopted a new
law to allow — under certain conditions (see box 2) — the seizure
of assets belonging to kleptocrats without needing to prove
their illegality. But even if these conditions were broadened in
2014, they remain difficult to meet. And this law therefore was
impossible to use in the Egyptian context.

2) FIGHT IMPUNITY -
DON'T GO FOR THE MONEY FIRST

The haunting issue in grand corruption cases is not the horren-
dous amounts of money that disappear every year. It is that the
money continues to disappear. Or, to put it differently, for every
case that reaches a more or less happy ending, many others are
probably not even detected. Unfortunately, governments such as
the current Egyptian one often prefer to get a share of the mon-
ey quickly rather than to fight against impunity. There might be
understandable reasons for this. Sometimes, money is desper-
ately needed in times of political unrest, for example when a
regime has just fallen. There might also be much questionable
reasons. An official might want to say that “he brought the mon-
ey back” just because he wants the popularity. Sometimes, such
settlements are a way to win the protection of an old and pow-
erful clan. Or sometimes... it is just corruption. In the case of
Egypt, and partly because the deal with Hussein Salem was to-
tally opaque, we were never able to assess the reasons behind
the settlement.

What we can say, however, is that from a systemic point of
view, the costs of such settlements are potentially extremely
high for at least three different reasons. First, they strengthen
the idea, for most of the citizenry, that the law doesn't apply
equally to everyone and that some individuals are in fact too
big to jail. It undermines the fight against impunity and trust
in the State. In the worst case scenario, such deals allow former
crooks to appear as “respectable donors”, willing to contribute
a share of “their” fortune to the country, a generosity that could
also be used as a political asset. Second, such deals pose several
challenges to good governance. One of these is the decision
process about how funds are used when given back to the state.
In the Egyptian case, we were utterly unable to learn in any
way how much Hussein Salem and his entourage “gave back” to
the Egyptian State. Nor did we learn what this money was
meant for and how it was used. In fact, we have no way of
knowing whether or not that money has actually been given
back at all. Such opaque deals considerably reinforce the likeli-
hood that the money will be diverted again. Third, such deals
have considerable consequences for the “money launderers”,
that is the financial intermediaries that accepted the money in
countries such as Switzerland. Since there is no criminal con-
viction and no predicate offense, they can't be prosecuted for
money laundering anymore. Here too, the deterrent effect is
almost non-existent.



3) ASSET RECOVERY POLITICS ARE GOOD,
BUT EFFECTIVE ANTI-MONEY LAUNDERING
FRAMEWORKS ARE BETTER

Of the vast amounts of illicit financial flows, a tiny fraction is
identified, an even tinier part is frozen, and only the very small-
est portion is seized and recovered (and no precise statistics nor
even reliable estimates of these respective proportions do exist).
This should be proof enough that asset recovery processes are
long, complicated, seldom transparent and often disappointing.
The best way to prevent grand corruption is prevention, which
means making sure that financial intermediaries apply their
anti-money laundering duties correctly and don't accept any
illicit money. More remains to be done in that respect. Since the
Arab Spring, major new cases appeared - the Ukrainian Spring,
Petrobras case, Karimov case, 1 MDB case - all suggesting that
illicit money has continued to enter Switzerland's banks as in
previous years. Bearing in mind that we can probably only see
the tip of the iceberg, let’s sum up quickly what this case study
has taught us.

As far as is publicly known, none of the Swiss banks that
accepted money from Mubarak’s cronies ever reported any sus-
picions they may have had to the money laundering office be-
fore the Revolution. And this is despite both the incredibly high
amounts of money involved and the high-ranking character of
their owners, all of whom were politically exposed persons. Un-
der Swiss law, this should have been enough to qualify them for
thorough due diligence. Switzerland's supervisory authorities
suspected irregularities in at least four of the 20 cases (or

i (PRI EY
AL INTIRUIBVERVI GV IRY

Bl Bl

o

HE SEATED. SCRIBE

FAILED RECOVERY | October 2017 25

20 per cent) investigated in 2011 and relating to the Arab Spring.
In one case, that of Hussein Salem’s bank, suspicious transac-
tions and former criminal convictions in the US or in Germany
should have been red flags years earlier. In the second case, we
know that the compliance department was not powerful enough
to persuade the bank to interrupt its relationships with Salem.
How much due diligence did those banks really conduct? Did
they really check the economic background of their client's
transactions as the law requires? Did they really conclude that
the money was legal? Or did they merely bet on the fact that it
would be difficult to prove the money was ever illegal (in which
case, they won their bet)? Since no information is available on
the results of the administrative procedures opened against
those banks, none of those questions can be answered.

And what did the banks say? A few weeks before the Arab
Spring, one of their major lobbyists, the spokesperson of the
Swiss bankers association, said “no Swiss bank would know-
ingly accept funds from a corrupt head of state — the reputation-
al risk would simply be too high". There might perhaps be some
truth in this, but it is problematic: what if they “don't know"? Is
it sufficient to prove that they did everything right? What if they
don't want to know? And what if it's not a head of State, but, as
in Egypt's case, his sons, his entourage, or as in most of the cas-
es, the proxies or businessmen close to him? This is what hap-
pens in reality. Of course, bank representatives will still say that
everything went according to law. But if it is really so, is the law
strict enough? Until such questions are answered, the taste of
the Arab Spring will remain very sour, and we will be hearing
the same kind of stories again and again.
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August Y. A "To84

THOMAS GREGORY CLINES;
HUSSEIN K. E. I. SALEM;
ROLF GRAAGE:
EGYPTIAN AMERICAN TRANSPORT AND
SERVICES CORPORATION (EATSCO):

R. G. HOBELMANN AND COMPANY, INCORPORATED
FRAUD AGAINST THE GOVERNMENT -
DEPARTMENT OF DEFENSE;

FOREIGN CCRRUPT PRACTICES ACT

Reference is made to previous lerterhead memoranda
submitted :in this matter, the mos: recent of whicn was
dated February 1, 1984. -

SYNOPSIS OF PROSECUTION, CIVIL SETTLEMENT ACTICNS, AND
PAYMENT TO FEDERAL MARITIME COMMISSICON:

during the period July 22, 1983, to January
16, 1984, three corporate and one personal Federal felorny
convictions were obtained on guilty pleas in United States
District Court, in the Eastern District of Virginia,
at Alexancria, in connection with the EGYPTIAN AMERICAN
TRANSPORT AND SERVICES CORPORATION (EATSCO) investigaticn.
The corporate pleas were by EATSCO; SYSTEMS SERVICES
INTERNATIONAL, INCORPORATED (SSI) (a 49 percent criginal
stockholder in EATSCOj; and by AIR FREIGHT INTERNATIONAL,
INCORPORATED (AFI) (a fully-owned sussidiary of the R.
G. HOBZILMANN AND COMPANY, INCORPORATED, whica was the
designacted fre:ght forwarder for ZATSCO). HUSSEIN XK.
Z. I. SALEM, an Egypt:ian national who was zhe President
and original 51 percent stockholder :n EATSCO, entered
the personal plea.

THIS DOCUMENT CONTAINS NEITHER
J+ RECOMMENDATIONS NOR CONCLUSIONS CF
W .- THE FBI. IT IS THE PROPERTY COF

. . .7 THE FBI AND IS LOANED TO YOUR AGENCY;
IT AND ITS CCNTENTS ARE NOT TO BE
DISTRIBUTED OUTSIDE YOUR AGENCY.

- INELASSIFIED

ANNEX 1
FBI Report dated August 28,1984 in case Hussein Salem et al — Fraud against the [US] Government.
This document can be downloaded here: www.publiceye.ch/FailedRecovery
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R. 190.191 ’
CREDIT SUISSE SWISS CREDIT BANK Gl
Contract for the opening of a current account
and / or safe custody account
Between -

Mr Hussein Kamal Eddine I. SALEM :

Mrs Nazima Abdel Magid Ismall SALEM Depositars)
hereinafter called “Depositors” on the ane side
and SWISS CREDIT BANK
hereinafter called “Pank™ on the other side

the lollowing agreement has been coneluded:

1. Current Account(s)
The Depaositors remit to the Bank funds for credit to current account(s) to be opened In the name of

R. 750.191
said account(s) to be subject to the terms and conditions communicated by leiter.

2. Safe Custody Account

If the Depositors, at the same time or fater, deliver to the Bank securities or other valuables for safe
custody, these items are to be placed inlo a safe custody account carried in the same name as the current
account(s), /

2. Accounting

In the absence of Instructions to the contrary, transactions executed on behalf of the Depositors will be
passed over the current account(s) referred to under cipher 1; the same account(s) to be credited aiso
with the income derived from securities lodged in safe custody, as well as with all remittances recelved in
favour of the Depositars in other currencies, provided the canversion is passible.

4. More than one Depositor

In the case of two or more Depositors they anjoy the rights of joint creditors within the meaning of Art. 150

of the Swiss Federal Code of Obligations.

Consequently, aach Depasitor is entitled, individually and independently from the other(s),

a) to dispose of the cash funds in the current account(s) in whale or in part,

b} to operate the safe custody account on his sole signature, namely ta placs securities and other valu-
ables into, to withdraw all or part of the securities or other valuables from the safe custody account, to
pledge these items, ste.

The right to act individually and independently will continue In the event of daath, or loss of capacity to act

of ane of the Depositars. The Bank, when fulfilling its obligaticns towards one of the Depositars, is legaily

released towards all of them.

Fach Depasitor may confer power of attorney on any third parson or persans who will then be entitled to

act as agent or agents for all Depositors.

&)

Credit Suisse contract for the opening of a current account on the name of Hussein Salem and Nazima Salem,
concluded August 14, 1974. This document can be downloaded here: www.publiceye.ch /FailedRecovery
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ANNEX 3
Memorandum on Examination of Complaint No. 29 of 2011 Illicit Gains, and Communications No. 60, 921, 999 for the year 2011
Public Prosecutor’s Reports, 28.3.2011. This document can be downloaded here: www.publiceye.ch/FailedRecovery
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ANNEX 4
Supplementary Reconciliation Record attached to the record of the proceedings provided for in Article 14 bis of Complaint
No. 20 of 2011 Illicit Gains, 23.12.2015. This document can be downloaded here: www.publiceye.ch/FailedRecovery
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In the aftermath of the Arab Spring, in 2011, Switzerland froze 700 million
Swiss francs belonging to former Egyptian president Mubarak and his
entourage. The move raised huge expectations among the Egyptian popu-
lation that this money would be quickly seized and returned to their
country. But six years after the Arab Spring, this high profile asset recovery
case has produced almost nothing. In 2016, Swiss authorities released

a significant part of the frozen Egyptian money - and more will probably
follow. Using new information, this report reconstructs the story of the
asset recovery process in Switzerland and Egypt following Mubarak’s ouster.
It provides a case study to examine the difficulties that might arise in any
asset recovery process and to learn the lessons.
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