6 June 2014

To:

FIDE Secretariat
9 Siggrou Avenue, Athens, Greece 11743
Email: office@fide.com

Cc:

Mr. Roberto Rivello
Chairman, FIDE Ethics Commission
Via Pietrino Belli 1, 10145 Torino, Italy
Email: rivrt@fastwebnet.it

Via Email

Dear Sirs,
We write pursuant to Articles 4.1 and 4.2 of the FIDE Code of Ethics (the “Code”) to report
serious violations of the Code by FIDE President Kirsan Ilyumzhinov, FIDE Deputy President
Georgios Makropoulos, and certain other FIDE officials and employees.
The most serious violation relates to Mr. Ilyumzhinov’s signing of an agreement with Andrew
Paulson, the director of Agon Ltd, an offshore company in Jersey (the “Ilyumzhinov-Paulson
Agreement” or the “Agreement”) in clear violation of Mr. Ilyumzhinov’s fiduciary duties to
FIDE. Mr. Ilyumzhinov has also been misusing FIDE resources in connection with his campaign
for re-election as FIDE president.
As the facts described in this complaint relate to improper conduct in the way that FIDE awarded
a contract for the organization of World Championship cycle events and to the misuse of FIDE
resources, they affect the individual interests of all member federations of FIDE, including the
undersigned. Indeed, the acts complained of here inter alia affect how our membership dues are
being spent by the organization and more generally our individual interest, as member
federations, in an organization that is run in a fair, transparent and ethical manner.1
I.

Background

In January 2014, the Ilyumzhinov-Paulson Agreement was published on the website
www.chess.com.2 The Agreement is addressed to Mr. Ilyumzhinov and describes a “model of
cooperation” between Mr. Ilyumzhinov and Mr. Paulson “prepared” “in accordance with your
1
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In the Court of Arbitration for Sport (CAS) award 2010/0/2166 National Chess Federation of France et al. v.
FIDE, CAS, in ruling that several FIDE member federations had standing to request determinations that FIDE
breached its obligations under the FIDE Statutes and Electoral Regulations, stated that “the member federations
have the right as against FIDE to request that the association properly apply its own rules with respect to the
[Electoral Regulations].” CAS award 2010/0/2166, para. 9.1. This principle applies equally to FIDE’s Code of
Ethics.
http://www.chess.com/news/deal-between-paulson--ilymzhinov-revealed-in-yet-another-leaked-document6252.

[Ilyumzhinov’s] suggestion.”3 The first page is initialed, and the second page (the signature
page) is signed, by both Mr. Ilyumzhinov and Mr. Paulson.
FIDE Deputy President Georgios Makropoulos has confirmed in an email which he made public
that the proposal contained in the Agon Agreement was made “some time in January 2012.”4
Copies of the Agreement (in Russian) together with a translation into English, as published on
the chess.com website, are attached as Appendix A to this letter.
The terms of the Ilyumzhinov-Paulson Agreement are deeply troubling as they evidence Mr.
Ilyumzhinov misusing his position as FIDE President to take a majority stake in a company that
will profit from FIDE’s activities. Indeed, the official contract between FIDE and AGON
eventually signed on 20 February 2012 (“FIDE-Agon Contract”), to which the IlyumzhinoPaulson Agreement clearly is a secret side agreement, grants Agon significant rights to
commercialize FIDE World Championship-cycle activities, including:
(a) the exclusive right to sell sponsorships of events and competitions that FIDE otherwise
has the exclusive right to hold under its statutes;5 and
(b) the exclusive right to promote, commericalise and hold World Chess Championship cycle
events.6
The Ilyumzhinov-Paulson Agreement promises that profits from these activities will be “for
distribution to [Agon’s] shareholders by way of dividends”7 and that Mr. Ilyumzhinov will own
51% of the voting shares in Agon.8
The Ilyumzhinov-Paulson Agreement also provides for payments to other FIDE officials and
employees. In particular, it states:
•

FIDE Deputy President Georgios Makropoulos will be a consultant to Agon, “receiving
Euro 75,000 in the first year, and Euro 150,000 in each subsequent year of the [FIDEAgon Contract].” The payment would be increased by 5% each year after the second year.

•

Global Chess (run by FIDE’s Chief Executive Officer Geoffrey Borg), will be the
contractor for running Agon events. The Agreement explicitly mentions that “Geoffrey
Borg has confirmed his willingness and interest.” Global Chess will “receive about
$15,000 for each event, from Agon’s budget, in accordance with the [FIDE-Agon
Contract].”

•

Berik Balgabaev (assistant to Mr. Ilyumzhinov) will be a consultant to Agon, and will
receive EUR 36,000 in the first year and EUR 60,000 in each subsequent year of the

3

The first line of the Agreement reads: “Dear Kirsan Nikolaevich! In accordance with your suggestion, we have
prepared a model of our cooperation….”
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http://www.fide.com/images/stories/front_news/Reply_of_Makropoulos_to_Doggers.pdf.
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FIDE-Agon Contract, section 1.1. and 3.3(a). A copy of the FIDE-Agon Contract is attached at Appendix B.
FIDE-Agon Contract, section 1.1 and 2.1.
Ilyumzhinov-Paulson Agreement, Section 1 “Business Model.”
Ilyumzhinov-Paulson Agreement, Section 3 “Ownership Model.”
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FIDE-Agon Contract. The payment would be increased by 5% each year after the second
year.
The agreed payments to Mr. Makropoulos and Mr. Balgabaev described above are presumably in
addition to salaries these individuals already receive as FIDE office holders.
The signing of the Ilyumzhinov-Paulson Agreement is a serious violation by Mr. Ilyumzhinov of
the fiduciary duties he owes to FIDE as an elected official. The exchanges of consideration
described in it also amount to egregious violations of the Code by Mr. Ilyumzhinov and Mr.
Makropoulos,9 including:
•

article 2.2.1 (fraudulence in the administration of any FIDE office)

•

article 2.2.2 (office bearers who through their behavior no longer inspire the necessary
confidence or have in other ways become unworthy of trust);

•

article 2.2.10 (actions that cause FIDE or its federations to appear in an unjustifiable
light or damage their reputation); and

•

article 2.2.11 (actions likely to injure reputation of FIDE, its events, organizers,
participants, sponsors).

Mr. Borg’s and Mr. Balgabaev’s agreement to or receipt of money under the terms of the
Ilyumzhinov-Paulson Agreement would also constitute violations of the above provisions.
The Ilyumzhinov-Paulson Agreement was clearly intended to be a secret side agreement for
kickbacks in connection with the official FIDE-Agon Contract. The Ilyumzhinov-Paulson
Agreement established the mechanics by which Mr. Ilyumzhinov and the above-named FIDE
representatives would receive benefits and payments from Agon out of the amounts which Agon
would earn under the FIDE-Agon Contract. This is clear from, for example, the following:
•

The Ilyumzhinov-Paulson Agreement says that Agon, “in accordance with its contract
with FIDE, [ ] will become the seller of FIDE’s sponsorship packages,…” etc.

•

The Ilyumzhinov-Paulson Agreement refers to the “term of the operative contract with
FIDE” as being “11 years.”10 The eventual FIDE-Agon Contract was for 11 years.11

•

The Ilyumzhinov-Paulson Agreement says that Agon will pay FIDE $500,000 as a
guarantee of prize payments for the agreed events.12 The FIDE-Agon Contract

9

Makropoulos’ public statements after the Agreement was revealed demonstrate that he was privy to the
discussions
and
negotiations
with
Agon
at
the
relevant
times.
See
http://www.fide.com/images/stories/front_news/Reply_of_Makropoulos_to_Doggers.pdf.
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Ilyumzhinov-Paulson Agreement, Section 3, “Ownership Model.”
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The FIDE-Agon Contract was signed in 2012. Section 9.3 provided that “FIDE may terminate this Agreement
as of December 31, 2022.” 2022 would be the eleventh year of the FIDE-Agon Contract.
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Ilyumzhinov-Paulson Agreement, Section 2, “Financial Model.”
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correspondingly states that Agon would pay FIDE $500,000 within 60 days of signing
the FIDE-Agon Contract.13
•

Paulson himself has described the Agreement as a “model” for “establishing the
shareholder structure of Agon after the FIDE/AGON contract had been negotiated.”14

Mr. Makropoulos has asserted that the signed Ilyumzhinov-Paulson Agreement was merely a
proposal which was rejected and that the final contract was signed in February 2012 and
uploaded on the FIDE website as a public document.15 This is a reference to the official FIDEAgon Contract, however. Given that the Ilyumzhinov-Paulson Agreement was structured as a
secret side deal to the official FIDE-Agon Contract and related to a distinct subject matter (i.e.,
the arrangement by which Mr. Ilyumzhinov and other individual FIDE representatives would
receive kickbacks from Agon), this assertion is simply not credible. If the executed IlyumzhinovPaulson Agreement was subsequently superseded, it must have been superseded by an alternative
arrangement for payments by Agon / Mr. Paulson to Mr. Ilyumzhinov and the above-named
FIDE representatives.
Mr. Paulson has asserted that the Agreement was a mere “draft Memorandum”16 which was
rejected by Mr. Makropoulos. This assertion is also farfetched. The Ilyumzhinov-Paulson
Agreement was signed – neither Mr. Ilyumzhinov nor Mr. Paulson has ever disputed this or
provided any explanation as to how a signed document could be characterized as a mere “draft.”
The term “draft” does not appear anywhere in the Agreement. Moreover, the Agreement does not
contain any statement that it is subject to final agreement between the parties (as commonly
found in draft contracts).
The written evidence shows that this is not a “draft” but rather a fully executed side agreement
between Mr. Ilyumzhinov and Agon which enables the above-named individuals to profit
personally from the contract between FIDE and Agon, despite their fiduciary duty to FIDE as
office-holders. Mr. Ilyumzhinov’s signature on the Ilyumzhinov-Paulson Agreement illustrates
his intention to profit personally from the FIDE World Championship cycle. If, as Mr. Paulson
claims, the signed Ilyumzhinov-Paulson Agreement was a draft, there would be a final version,
which needs to be disclosed. Similarly, if Mr. Ilyumzhinov and Mr. Paulson decided not to
proceed with the agreed scheme, there would have been written communication to cancel or
terminate the signed Ilyumzhinov-Paulson Agreement. In either case, the written documentation
needs to be disclosed.
Given that the evidence which has been revealed (namely, the Ilyumzhinov-Paulson Agreement)
discloses serious misconduct and breaches on the part of FIDE representatives, the undersigned
and the Ethics Commission have the right to see the documents relevant to enable them to
ascertain precisely what was agreed between FIDE representatives implicated (Mr. Ilyumzhinov,
Mr. Makropolous, Mr. Borg and Mr. Balgabaev) and Mr. Paulson relating to the FIDE-Agon
Contract.
13

FIDE-Agon Contract, Section 5.
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http://kevinspraggettonchess.wordpress.com/2014/01/29/chessgate-2/.
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http://www.fide.com/images/stories/front_news/Reply_of_Makropoulos_to_Doggers.pdf.
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As Messrs. Ilyumzhinov and Makropoulos knew that they would benefit financially and
personally from the Ilyumzhinov-Paulson Agreement that Mr. Ilyumzhinov signed, it was
incumbent upon them, in accordance with generally accepted ethical principles relating to
conflicts of interest, to fully disclose the nature of their interest in their dealings with Agon and
to withdraw from exercising the decision-making powers entrusted to them in relation to the
potential contract between FIDE and Agon.17 No disclosure of the Ilyumzhinov-Paulson
Agreement or the nature of the negotiations with Paulson was ever made by Mr. Ilyumzhinov or
Mr. Makropoulos before the signed Ilyumzhinov-Paulson Agreement was published on
chess.com. This is because, obviously, both men knew that their actions were improper and
were trying to hide their obvious conflict of interest and breach of their ethical obligations to
FIDE.
Finally, we would like to note that in the course of Mr. Ilyumzhinov’s 2014 campaign for reelection as FIDE president, he has engaged in further unethical behavior by exploiting his
position as the incumbent and misusing FIDE administrative resources for his personal political
gain, in further violation of his fiduciary duties to FIDE. As just one example, we understand
that FIDE administrative employees have sent emails to federations soliciting nominations for
Mr. Ilyumzhinov’s ticket in the FIDE elections. Mr. Ilyumzhinov also has written letters to
federations on FIDE’s letterhead soliciting support for his Presidential ticket. Copies of just two
such letters are attached at Appendix C. As another example, on 9 May 2014, an official FIDE
announcement posted on FIDE’s website decried “the short-term political agenda of those
opposing Kirsan Ilyumzhinov in the upcoming FIDE elections” and proclaimed that “no other
President, fund raiser or chess association has ever brought similar amounts of combined
sponsorship to professional chess.” The use of FIDE’s website to spread what are clearly
partisan campaign messages is inappropriate. A copy of the announcement is attached at
Appendix D. As an elected official, President Ilyumzhinov is entrusted with the discretion to
manage FIDE’s assets and resources for FIDE-authorized purposes. The above actions
demonstrate Mr. Ilyumzihnov’s disrespect for the distinction between personal and FIDE
resources. The use of FIDE administrative resources to advance Mr. Ilyumzhinov’s political
goals constitutes violations of his fiduciary duties to FIDE and articles 2.2.1, 2.2.2, 2.2.10, and
2.2.11 of the Code.

II.

Conclusions and Requests for Relief

In view of the above we request that the FIDE Ethics Commission:
1. (a) Determine that Messrs. Ilyumzhinov and Makropoulos violated the FIDE Code of
Ethics; and (b) Issue a reprimand to Messrs. Ilyumzhinov and Makropoulos for their
respective violations of the FIDE Code of Ethics;

17

This important principle was included in the FIDE Statutes in September 2012. Thus, Section 3(7) of the FIDE
Statutes provides that “[w]henever any FIDE official has a financial or personal interest in any matter coming
before any FIDE body on which he has a deliberative voice or vote, the affected person shall (i) fully disclose
the nature of the interest to the relevant body and (ii) withdraw from discussion, lobbying, and voting on the
matter.”
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2. Require Mr. Ilyumzhinov, Mr. Makropolous, Mr. Borg, Mr. Balgabaev and Mr. Paulson
to produce all documents in their possession, custody or control which relate to (a) the
FIDE-Agon Contract; and/or (b) any separate agreement which relates to the FIDE-Agon
Contract or the payment of kick-back in relation thereto or the shareholding structure of
Agon, including but not limited to the Ilyumzhinov-Paulson Agreement. “Documents”
refers to anything in writing, whether in hard copy or stored electronically, including
emails, written communications, drafts, proposals, and minutes of meetings; and
3. Impose any other sanction(s) that the Ethics Commission deems appropriate, including
after review of any documents produced pursuant to the previous paragraph.
We may seek further or alternative relief after reviewing the documents produced by the abovenamed FIDE representatives pursuant to the direction of the Ethics Commission. We reserve our
rights to amend or supplement this complaint and to request such further or alternative relief as
we may consider necessary.

Very truly yours,

Githinji Hinga
Chairman
Kenya Chess Federation

___________________________
Prospero A. Pichay Jr.
Chairman/President
National Chess Federation of the Philippines
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Appendix A

AGON
MEMORANDUM
Dear Kirsan Nikolaevich!
In accordance with your suggestion, we have prepared a model of our cooperation, for your
consideration. We believe that this cooperation will be long-lasting and mutually beneficial, and will
become a great success in the world of chess.
1. BUSINESS MODEL
Agon, in accordance with its contract with FIDE, (1) will become the seller of FIDE's sponsor
packages, and (2) will be responsible for marketing FIDE enterprises concerning the world
championship, and (3) will organise the running of the world championship cycle events (the Grand
Prix, candidates' matches and world championship matches), including the payment of the prize fund
and all expenses, in accordance with the contract with FIDE. Profits from these activities will be at the
disposal of AGON and for distribution to its shareholders by way of dividends. The manager of the
company will be Andrew Paulson.
Control of the board of shareholders (policy questions) – K N Illumzhinov
Control of the board of directors (the operational running of the company) – Andrew Paulson
2. FINANCIAL MODEL
For its first two years of operation, Agon will need up to 2 million dollars. This money should go
to the organisation of the first cycle of events and the establishment of the chess brand. However,
we consider that this initial investment sum will be reduced, to the extend that we are successful in
attracting sponsors. We therefore suggest the following model:
Year one:
* KNI will advance credit to Agon in the sum of $2 million. The first payment ($500,000) will
be made on 15 February 2012. The second payment ($1,500,000) will be made on 15 March 2012.
* The credit will be repayable, that is, before the payment of any dividends, the company is
obliged to return the credit. Nobody may take any profits until all the credit has been returned to
the investor. The investor is entitled to interest at a rate of LIBOR + 1%.
*

The investor has full legal control over the majority of the shares.

* Immediately upon receipt in Agon's account, $500,000 of the second payment will be
transferred to the account of FIDE, as a guarantee of the prize money for the agreed events. The
guarantee may be returned to Agon, if agreed by Interface.
Year two:
* In the case of necessity, as agreed by the board of directors, K I Illumzhinov will advance to
Agon a second tranche of credit, in the sum of $1 million, on the same terms as the first.
*

The payment ($1,000,000) will take place on 15 March 2013.

* In the event that K I Illumzhinov's side do not pay the amounts specified above, in accordance
with the terms of this Memorandum, then K I Illumzhinov's share in Agon will auomatically be
reduced to 20%. The grace period for making payments is 10 business days.

3. THE OWNERSHIP MODEL
VOTING SHARES (control of the company)
51% - K I Illumzhinov
49% - Andrew Paulson
In addition, the company will also have non-voting shares (carrying entitlement to dividends).
These shares will be issued in accordance with decisions of the shareholders and may be issued to
selected key employees of the company. Non-voting shares may be issued proportionately with the
main shares in the ratio 50:50.
The head of the project Andrew Paulson is required to work full-time in the company for the term
of the operative contract with FIDE (11 years).
Additional control mechanisms, mutual rights and obligations of shareholders (minority and
majority) will be included in a Shareholders Agreement, which will be presented on 27 January
2012.
Non-voting shares:
10% - Ilya Merenzon
5% - Berik Balgabaev
4. PAYMENTS AND COORDINATION WITH OTHER COMPANIES WITHIN FIDE'S
AUSPICES
a) Global Chess is to be the contractor for running Agon's events (Geoffrey Borg has confirmed his
willingness and interest). Global Chess will receive about $15,000 for each event, from Agon's
budget, in accordance with the contract with FIDE.
b) Makropoulos will be consultant to Agon, receiving Euro 75,000 in the first year, and Euro
150,000 in each subsequent year of the FIDE contract. This payment will increase by 5% in each
year after the second.
c) Berik Balgabaev will be consultant to Agon, receiving Euro 36,000 in the first year, and Euro
60,000 in each subsequent year of the FIDE contract. This payment will increase by 5% in each
year after the second.
d) Andrew Paulson will be President (director) of Agon and his pay will be Euro 240,000 per
annum. This payment will increase by 5% in each year, after the second.
***
We trust you will find this scheme acceptable. We are extremely interested in working with FIDE
and have done a great deal of work to conclude agreements with key contractors. We are willing to
discuss other possible variants, including an initial model, in which all financial risk would lie on
our side.
with respect
Andrew Paulson
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FIDE has noticed several coordinated and politically motivated articles on certain websites, spreading false rumours and
devaluating FIDE's efforts in securing funds for the World Championship Cycle.
FIDE would like to remind to certain "chess journalists" who create false impressions that, only in the last 4 years, FIDE
has secured and delivered more than 10 million USD in prize funds for its world championship cycles, in addition to all
organising costs. Obviously the sponsors of these events had access to Google and still they were able to provide such
funds to FIDE under the presidency of Kirsan Ilyumzhinov.
Today's critics of FIDE fail to mention that no other President, fund raiser or chess association has ever brought similar
amounts of combined sponsorship to professional chess. We assure them that, despite their negative campaign
undermining FIDE's negotation position, FIDE will deliver again as it has done, over and over again, in the last 20 years.

It is a sad coincidence that the bidding procedure and preparations for the next World Championship Match have fallen
in the same time with the negative campaign of chess politicians in certain countries. FIDE continues to work for the
sake of world chess and not for the short-term political agenda of those opposing Kirsan Ilyumzhinov in the upcoming
FIDE elections.
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