Sanatorium “Rossia (Russia)”
(Program Question of National Security, TRC Chornomorskaya, 04 November 2009. 7:50pm)
Valentina Samar, Journalist
Good evening, dear viewers!
Let me present a couple of words about our new journalistic investigation, which we think will not be limited to only today’s program. To be honest, we have been waiting for a long time for this topic to be investigated officially by legal authorities since the prosecutor general has filed a criminal case, the Control and Revision Department scheduled an inspection of the place, and the scandal with Parliament Speaker Anatoliy Gritsenko has been covered by the media quite a lot. Nevertheless, the situation is up in the air and we decided that it is the perfect time to start our journalistic investigation since the public is left without truthful information on the development of this story. So, this is about the legality of leasing an apartment cottage from the sanatorium that belonged to the Verkhovna Rada (parliament) of Autonomous Republic of Crimea, or to be more precise, of the “Sanatorium-Resort Complex Rossia,” which is property of the republic. The renter – “Construction Company of MVD Union” Ltd. Lease term – 30 years. Let’s meet the renter up close. 
On December 5, 2006, the enterprise “Sanatorium-Resort Complex Rossia” signed a lease agreement on an apartment cottage with “Construction Company of MVD Union” Ltd. However, this fact would only become public in February of this year when in the newspaper “Pervaya Krymskaya” an article appeared stating, “before his resignation, Anatoliy Mogilev helped his comrades get a bite of the property that belonged to the Crimean Chief Division of the Ministry of Internal Affairs.” This article revealed how two commercial companies, Simferopol “Profinvestroy” and “Skorpions,” registered in Makeyevka, Donetsk region, covered the debt of the construction company of the Chief Division of the Ministry of Internal Affairs (in Ukrainian abbreviated to MVD) and with the help of a court decision became the owner of the enterprise. This “Profinvestroy” was founded by the union of certified workers of the Ministry of Internal Affairs. Now, already the former head of this union and former policeman of the Kiev Regional Department in Simferopol Vladimir Mertsalov completely denies stories spread in the media that companies founded by unions have any relation to Anatoliy Mogilev and a supposed company from Donetsk. Moreover, he states that their case suffered from Mogilev’s comrades as well. 
Vladimir Mertsalov, Union activist

“If you are asking me about my relationship with Mogilev and “Skorpions,” we never talked. I have spoken to Mogilev only once. It was just a friendly conversation. There was also Nesterenko there, who said we don’t need the union here anyway. 

Valentina Samar: “Your relationship with the company “Skorpions”?

“Don’t have any. I don’t even know who they are. It is a Donetsk company that came in here aggressively. Any other company could have come from Kiev or elsewhere. They were present at the meetings of the Creditor’s Committee; they presented their investment project. We lost some. Not all property was taken away from us, but we lost a good half.” 

After the change in authorities at the Chief Division of the Ministry of Internal Affairs, a new evaluation of resources of the construction company turned out to be a whole lot higher than the debt stated earlier, thanks to which the new investors got the property for UAH 7 million vs. UAH 780 thousand as stated before. On March 3, the Appellate Court of Sevastopol recognized the deal signed just days before the resignation of Mogilev as invalid. Moreover, the Chief Division claims that the union is not real. 
Aleksandr Dombrovskiy, Head of the Public Relations Department of the Chief Division of the Ministry of Internal Affairs of Ukraine in Crimea

“Commercial companies were started within the union, mainly focused on construction activities. And after the emblem of the Ministry of Internal Affairs of Ukraine got construction land slots, loans and other property, which has been used neither in the interest of the union members nor of the Chief Division of the Ministry of Internal Affairs. This means that only private individuals were making money on the businesses.”
As Vladimir Mertsalov agrees, the professional union founded a whole list of companies, one of which is called “Construction Company of the Union Workers of Ministry of Internal Affairs,” [Translator’s Note: Ministry of Internal Affairs is abbreviated in Ukrainian as MVD] which was started in 2006 and became a lessee of the apartment cottage in the Sanatorium “Rossia” and received two large land plots in Simferopol to build housing for policemen. However, in the Chief Division, they say that no such housing for policemen was meant to be built. 

Aleksandr Dombrovskiy, Head of the Public Relations Department of the Chief Division of the Ministry of Internal Affairs of Ukraine in Crimea

“There is a waiting list, some people have been on the list for 20-30 years, some have already retired from their post without having gotten the housing they deserve. We do not know anything about what they are building there. Naturally, the chief division will not get anything in the end from them. All the documents are processed through executive departments, parliament, and the council of ministers under the emblem of the Ministry of Internal Affairs (MVD).  
Therefore, the companies of the Crimean Union of Workers of MVD, which the Ministry of Internal Affairs disassociates from completely, lost their land slots. 
Vladimir Mertsalov, Union activist

“The fate of those projects: on Lugovaya Street was taken away by General Ilyichov, so the land was taken away from our jurisdiction. They fought for it back. The project is still going on at Vorovskogo Street, but the commercial companies that were part of our construction companies are not participating there. A different company is involved in it now – “Itera,” a Moscow company, which will also give out a percent of the housing. 
At the Chief Division of the Ministry of Internal Affairs there is totally different information about the construction on 27 Vorovskogo Street. 

Aleksandr Dombrovskiy, Head of the Public Relations Department of the Chief Division of the Ministry of Internal Affairs of Ukraine in Crimea

“On Vorovskogo, a land lot was given out. Our institute of Internal Affairs that educates policemen had a share in it together with other shareholders. There was one investor there – a private citizen from Russia, and the Russian party was an investor in the project. According to the information we have, the investor, having learned that the lot owner was not very credible, decided not to finance this project anymore, and now it is up in the air.” 

However, anyone can see that construction is still going on, and, as it looks, the company “Itera,” of which Mertsalov spoke, is not the one doing it, but the company “Gambit S,” which was one of the three participants in the project together with the police union and university. 
And here is the latest news on the union companies and its most successful – the construction company that continues to rent the elite sanatorium building “Rossia.” According to Mr. Mertsalov, the union of workers of the Ministry of Internal Affairs has no relation to this company anymore – neither the republican union, nor the legal university since both of them quit their founding membership. So who is left as a founder? Private individuals, says Vladimir Mertsalov, who were recommended to him by the leaders of the Union of Workers of the Ministry of Internal Affairs of Ukraine. 
Vladimir Mertsalov, Union activist
“We went to MP Onishchuk Anatoliy Semenovich, asking for help finding investors for possible land in Crimea – in Kerch and Sevastopol (at that time, I was helping organize a union in Sevastopol). They introduced us to such people, a commercial company that we started cooperating with.” 
Valentina Samar: “What is the name of this commercial company?”

“There is no name for it, they were private individuals.” 

According to Vladimir Mertsalov, only thanks to these investors did the construction company of the union become the lessee of the elite parliamentary sanatorium. 

Vladimir Mertsalov, Union activist
“We knew that they had projects on the southern coastline of Crimea. They do construction. As for the rent of the sanatorium, we talked with them already at the stage when we arranged to go there for vacation – for our union members. We held meetings of the union there, conducted vacations for our members. But again everything ended, just as you know how. They started going after our construction company of the union of Ministry of Internal Affairs and our private investors told us, “Sorry guys, we do not want to be involved in these scandals, we are stopping all of these activities.” 
However, if this is true, it would be logical that if the union of workers of the Ministry of Internal Affairs withdrew as a founder, the construction company would have changed its name. However, as Mertsalov says, the founders did not agree. 
Vladimir Mertsalov, Union activist
“Yes, it sounds like MVD [Translator’s Note: Ukrainian abbreviation for Ministry of Internal Affairs]. And they do not want to change it. I cannot influence or tell them to change it. General Ilyichov asked for it to be changed. So we called them and asked them to do it, but they refused. The general could have applied more sanctions to them to make it more forceful. We officially requested them to do it, but they have a registration, and if General Ilyichov thinks that MVD means only the Ministry of Internal Affairs then that is completely wrong. In the company’s registration, it just says the abbreviation. It can stand for anything: Masha, Vova, Dasha, etc. The registration does not explain the abbreviation MVD. 
For those who still think of MVD as the Ministry of Internal Affairs, the head of the Public Relations Department has something to say. 
Aleksandr Dombrovskiy, Head of the Public Relations Department of the Chief Division of the Ministry of Internal Affairs of Ukraine in Crimea

“We need to warn all of those people who are in authority and make decisions on land allotment, crediting or otherwise that the Ministry of Internal Affairs of Ukraine and the Central Division of the Ministry of Internal Affairs of Ukraine in the Autonomous Republic of Crimea have no relation to the companies mentioned. Therefore we ask them to inform the police about any requests of claims so we can legally resolve the grounds for using similar names and making any decisions.”
Vladimir Mertsalov claims that his exclusion from the union is illegal. Nevertheless, he has already registered another union – the Ukrainian Independent Union of Policeworkers. It is also interesting that the former director of the construction company, Aleksandr Shchurik, promotes the “Union of Workers.” As to the criminal case regarding Vladimir Mertsalov’s illegal receipt of a loan, he calls it prosecution for his professional activities. 
Valentina Samar, Journalist
Let’s work with some documents: they prove that Mr. Mertsalov was not being truthful with us at all. The founders of the construction really did change. In the beginning, there used to be two unions (Republican Union of Registered Workers of the Ministry of Internal Affairs and the University of the Ministry of Internal Affairs) and three private entities.
Now it is two private entities familiar to us, “Profinvestroy” (its founder is, again, the republican organization of registered workers of the Ministry of Internal Affairs (MVD) and a private individual). The director of “Profinvestroy” and the leader of the union of workers is Aleksandr Shchurik, who by the way refused to tell us who now is the head of the construction company and who is now its founder. According to reported information for the last half year, he is officially the chief accountant of the construction company, even though he used to be its director. 
Now about the private individual – the founder of the construction company… We can publicize his last name now since this person – Sergey Vlasov has become public as he had been the head of the board of directors of the company “Vostochny Krym.” Last time he was mentioned a lot was in February 2007 when he presented the business and entertainment construction project “Krym-Sun-City” at the international investor’s conference in Livadiya. 
We encounter the name Sergey Vlasov in official documents, where he participates in top meetings between the authorities of the Autonomous Republic and potential investors. 

And now, when we know who is renting the apartment cottage of the Sanatorium “Rossia”, it is the perfect time to take a look at it. We have not announced or promoted today’s program because until this morning, we had been collecting information undercover. We had to do it for one reason – we were denied information by officials upon our request.  
The director of the Sanatorium Complex “Rossia” Andrey Kryachun refused to meet us and speak on the topic. He recommended we go to the press service of the Crimean parliament. But we decided to take a different, more simple approach, which was possible only thanks to the financial support of the Investigative Journalism Project in Eastern Europe SCOOP. We placed our colleagues in the apartments of the cottage. We could shoot only in home video format, so we beg your pardon for that, but you will get the information first-hand. 
So the apartment cottage consists of four deluxe-class rooms. On the second and third floors, there are two and three-room apartments, on the first floor – a weight lifting room, on the second a cafeteria and billiard room. The furniture is wooden and nice, with modern technology. The staff is very friendly and caring; the cuisine is excellent. The swimming pool has ozonized water, i.e. without chlorine. Both the beach and the swimming pool belong to the sanatorium, not to the cottage as it was covered in the press. 
One night in just a two room apartment costs the Danish Queen – SCOOP is financed from the Treasury of Her Majesty – UAH 2,150. This is off-season, a very high price. 
Now, please pay attention to the following. According to the agreement, the rent payment for the whole cottage is UAH 23,000. However, back in 2006, the rent was 10 percent of the object’s value. In 2007, it was raised to 15 percent for half a year. As of the beginning of this year, it was only 3 percent. Having considered inflation, it is now UAH 8,626.03 i.e. the price of one two-bedroom apartment in the off-season for four days. 
How is it possible that rent was lowered to just 3 percent? Very simple. There was a decision by the Verkhovna Rada of the Autonomous Republic of Crimea as of February 20 of this year, which included changes to the calculation method of the collection and distribution of rent payments on property that belongs to the Autonomous Republic of Crimea. The amendment on this calculation was corrected by the article: “for property that is within the authority of the Verkhovna Rada of Crimea, the rent payment shall be 3 percent.” Such a percent is used for authorities or state organizations that are funded only from the Ukrainian treasury. We will discuss this topic more deeply with the head of the property fund in Crimea Yuriy Shimin, because the property fund of Crimea is the one that approves rental rates. 
Let me remind you that in the beginning of the year, Ukrainian MP Gennadiy Moskal publicized information that an apartment cottage of 1182.8 m2 area was evaluated at only UAH 2.8 million. That’s how we got a lowered rental rate, which I remind, was 10%. However, the Department Fighting Organized Crime hired an independent evaluator that appraised the property of the apartment cottage 10 million higher – at UAH 13 million. After that, Gennadiy Moskal announced the filing of a criminal case on illegal renting of the cottage, while the speaker, in return, said that the case was closed. If you remember, later, the workers of the Department Fighting Organized Crime tried to hand Speaker Gritsenko a protocol of corruption, compiled from two cases: for not providing information on the purchase of a Mercedes and leasing the apartment cottage of “Rossia.” 
Let’s confirm – the case is really closed. But the Crimean prosecutor’s office is waiting for results from the Control and Revision Department. It is the only institution that can answer the question about whether the rental rate was lowered specifically for the construction company of the Union of Workers of the Ministry of Internal Affairs (MVD).  

After a request by G.Moskal to the head of the Control and Revision Department, the inspection of domestic-financial activities of the sanatorium “Rossia” was included in the work plan of the department for the third quarter of this year. However, the inspection was not allowed to enter the premises
Roman Chubko, Acting Deputy Head of the Control and Revision Department in Crimea

“We came to the site, and representatives from the legal department of the Verkhovna Rada of Crimea, together with the director of the sanatorium were there. They handed us a court claim stating the illegality of our actions. They claimed that we did not have the right to inspect them since the sanatorium has not received money from the state budget. However, they are not a private enterprise, nobody bought it. The state control department, therefore, has the right to check them. I think the whole point is to win time, and maybe wait until the people in authority change so they can be uncontrolled.” 

The first court hearing has already taken place – but there was no decision. Representatives of the sanatorium, who were the lawyers of the Verkhovna Rada of the Autonomous Republic of Crimea, presented new case claims. 
Roman Chubko, Acting Deputy Head of the Control and Revision Department in Crimea

“I am sure later on they will come up with more things. But in this situation, when we did not manage to cover their claims in the first hearing, our side is preparing and already tomorrow we will submit our own court claim on the grounds of not being allowed to do the inspection. We hope that they will deal with all the consequences even though the sanctions are not very big, but still.”
It must be mentioned that not once during all of the years when the Sanatorium “Rossia” was part of the property of the Autonomous Republic of Crimea was it inspected. Our supposition for such untouchableness: the head of the Control and Revision Division, just like the heads of all other departments of the republic’s central executive power is an appointed position, ratified by the parliament of Crimea. Nevertheless, Roman Chubko, now predicts results from the investigation. 
Roman Chubko, Acting Deputy Head of the Control and Revision Department in Crimea

“There is a procedure for everything. If there is a law, according to which Crimea has the right to lease out facilities for free, we will register that and will announce two people: Yes, Gritsenko and his parliament have the right to give out this object to their constituents for free since they passed such a law for themselves. We will say all of that if it is within the framework of the law. We do not go beyond the law.”

In the meantime, we possess documents that prove that the apartment cottage is not the only object that should be checked by the control department. Five years ago the winter cinema theater was sold. Two years ago – a parking lot was leased out and a so-called house with a veranda. The company “Geotsentr Nadra” is registered in Kyiv but documents indicated that the founders’ tracks are rooted in Donetsk and Makeyevka. Also interesting is that there is construction going on next to the sanatorium’s swimming pool during the day and night. But we will talk more about that in the next program. 
Valentina Samar, Journalist
While the case is still open, there are two court claims to newspapers that covered this story. Here is what the parliament’s speaker demands they retract. This citation by G.Moskal, quoted by the newspaper “Sobytiya:” “On January 30, 2006 the head of the Verkhovna Rada Anatoliy Gritsenko signed an illegal order to lease this building for 30 years to “Construction Company of MVD Union” Ltd.” Anatoliy Gritsenko now demands that these words be retracted, since he has no relation to the leasing of this cottage and he never signed such an order. It is a pity, but we have to agree with Anatoliy Gritsenko’s argument since he really never signed such an order. He really couldn’t have signed it since he became chair only on May 12, 2006. We do not know who made the mistake in this case – a member of parliament or the reporter that cited him. However, this does not mean that Anatoliy Gritsenko is completely innocent and does not have a relation to this story. 
For your attention, we offer an interview with the head of the Property Fund of Crimea Yuriy Shimin. We tried to find answers from him to questions that we could not answer during our journalistic investigation. 
INTERVIEW
Valentina Samar [V.S]: Mr. Shimin, in order for our viewers to understand where your authoritative responsibilities start and end, could you please briefly describe what is included in the functions of the Property Fund of Crimea: in which way do you help state bodies effectively use the property that is under state ownership? 
Yuriy Shimin [Y.S.]: The Property Fund of the Autonomous Republic of Crimea, since 1995, has been dealing with matters of the privatization of property that belongs to the Autonomous Republic of Crimea, state property that is located on the territory of Crimea, and - upon the request of the local government – communal property. Moreover, the functions of the fund include leasing all listed property and managing shares in stock ventures, which were created on the basis of state enterprises or those that belong to the Autonomous Republic of Crimea. To be brief, these are the main and the biggest functions of the fund. Furthermore, we perform separate orders from the Verkhovna Rada and the Council of Ministers.  
V.S.: Mr. Shimin, regarding the scandal connected now with the inability of the Control and Revision Department to inspect the Sanatorium “Rossia” and the criminal case connected with it -  are you the renter in this case? 
Y.S.: No. 

V.S.: Right. Such is the sanatorium complex “Rossia.” But you coordinated all of the steps that led to leasing the apartment cottage to the “Construction Company of MVD Union” Ltd. As far as I know, you also approved and reviewed the evaluation of this object; you also approved, each year, and sometimes a couple of times a year, the rental rate since 2006. Therefore, let’s figure everything out step by step. In your opinion, how realistic is the price of this object, which was rated at 2 million, 800 thousand hrvynyas since this was the number for the basis of determining the rent payment. 
Y.S.: An independent expert does an evaluation and presents their conclusions. I think it is completely realistic. 
V.S.: Do you think this is the real value of the object that is 1180 square meters, in good condition, with all of the property it was leased with? 
Y.S.: Well, the matter of evaluating this object is pretty complicated. You can look at things from different sides. First of all – and you can ask the evaluator himself about this – the evaluation of rent is calculated based on what method he used. But most likely, in reality, he considers not only the outside look of the object, but how much one can get by leasing this object. This is how I think he did his evaluation and calculations. 
V.S.: So that means that your specialists, who reviewed this evaluation, thought it was realistic? 
Y.S.: Yes. 
V.S.: So about the rental rate. In the agreement, it is written at 10%. Last year, it was 15%. And then, all of the sudden, this year the rate was decreased fivefold and now it is only 3%. What was the reason for it? The Property Fund approved this rate, right?
Y.S.: It was a decision of the Verkhovna Rada that approved this rate. 
V.S.: So this matter was not discussed or questioned? It was a decision of the Verkhovna Rada’s own volition and you did not participate in the decision-making process? 
Y.S.: No, we did not participate in the decision-making process. 
V.S.: How often is there nowadays a percent rate of 3% for such a profitable object?
Y.S.: Very often, especially since the Verkhovna Rada ratified the rate changes for state organizations and nongovernment organizations. Today, the 3% rate exists for organizations that rent property from the Autonomous Republic of Crimea and perform public services. We have the Institute of Oriental Studies renting from us; they rent at 3% as well. It also has to do with the condition of the property and the organization’s activity. Setting the rental rate is the responsibility of our executive authorities, which are based on the laws on state and communal property. These authorities have such a right and they execute it. 
V.S.: But here, the renter is not a nongovernment, nor religious, nor educational organization… 
Y.S.: As I already said, we are not the renter in this case, therefore this is not a question that should be directed to us. 
V.S.: As far as I know, the apartment cottage is not the only object of the Sanatorium “Rossia” that is being leased. What else on the territory of the Sanatorium “Rossia” is being leased out? 
Y.S.: As far as I know, it is the only one. 
V.S.: According to our data, the parking lot and a building with a veranda were leased out in 2006. 
Y.S.: Could be. I don’t know since I do not possess such information. We can check, but I am not ready to answer this question. This year we have received 12 million hryvynas from Crimean property and about 15 million from state property. So you can imagine how many objects are being leased out directly, and we coordinate all of them. 
V.S.: Sanatorium “Rossia,” which was given into the state ownership of the Autonomous Republic of Crimea to service the members of the Crimean Parliament is now being leased out in pieces. Do you think such a use of property is effective? 
Y.S.: Let me not answer this question since it within the responsibility of the Verkhovna Rada. The Verkhovna Rada is what makes such decisions. I can say my personal opinion, which is no secret: about all objects that are in Crimea, not only ones that belong to the Verkhovna Rada (the Verkhovna Rada really has only one sanatorium). As you know very well, Crimea has a large amount of state-owned sanatoriums and I think all of them should be privatized. It is my deepest belief that all of the property has to be sold. Thereafter, we would be free of such questions as you are asking me now. Moreover, it would bring a couple of benefits: now we have waste in terms of budget maintenance of the objects, well-known discounts on land payments, discounts on taxes – all of which would disappear and the budget would not have this burden.  
V.S.: Has the question about the privatization of the Sanatorium “Rossia” ever come up? 
Y.S.: As far as I know, it has not been discussed yet. It is registered on the list of objects that cannot be privatized. 
V.S.: Nevertheless, as far as I remember, the objects of this sanatorium were sold twice…
Y.S.: We sold one incomplete construction work and one object that was leased there. 
V.S.: The winter cinema theater. It was sold for less than a million. Do you think this was a realistic price? 
Y.S.: Yes, it was realistic. The object was completely reconstructed. It was basically a non-functional building that was reequipped from a club and was not accommodated for living. They created all conditions. Of course, the object is worth much more, but when selling it, we included the investments of the lessee. 
V.S.: This is the situation that appears. The object itself is a unified complex included on the register of ones that are not for privatization. Its price – its realistic and true price – is probably in the entirety of the object-complex. Nevertheless, in six years, we observe that already this complex is being divided into pieces. Two objects were sold, including one incomplete construction work. Now the most elite part is being leased out for a long-term. As a result, even if at some happy moment, we get to the point that if this object is registered out of the list of those that cannot be privatized, and will be up for privatization, it will not be possible to sell it for a good price, since the apartments are leased out. Moreover, the lessee has the priority right to purchase. 
Y.S.: No, the lessee does not have the priority right to purchase, and if the complex is sold, it will be sold with the apartments now being leased out. 
V.S.: However, there is such a tendency: first people rent a place, and then buy it. And the final price is totally different. 
Y.S.: Of course, the price is different. But again, I stress that the experts’ evaluation, in this case, would show the real market value of the object. 
Valentina Samar, Journalist
As you understand, it is too soon to put an end to this story. We are looking forward that the Control and Revision Department of Crimea will be able to visit the Sanatorium “Rossia” and that the public will be able to get truthful information about legal violations during the leasing of the apartment cottages. This is all for today. We will meet in two weeks. Good luck to you all.  
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