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IN THE CHAIR: WERNER LANGEN

(The  sitting opened at 9.10.)

– Good morning everyone. Today we have our second public meeting of the PANA
Committee. A warm welcome to you all. I hope some more colleagues will be joining us. I
realise standing committees are meeting today. Almost all committees are meeting and some
have voting, which means members are required to attend. I’d like to welcome particularly the
rapporteurs who are present, Messrs Kofod and Ježek, the coordinators, all interested parties,
and especially our guests today. All languages spoken by registered colleagues are available –
as usual. So everyone can speak in his or her mother tongue. We have not issued any
documents because we expect everything to be provided electronically in advance. You have
received the responses provided by the people we wish to question today. We are having
technical problems again, as the person who was expected to speak first, Michael Lennard,
Chief of the International Tax Cooperation Section of the Department of Economic and Social
Affairs of the United Nations, was to be connected via video conference, and unfortunately is
not yet available owing to a technical fault. So we have rearranged our proceedings
somewhat. I assume that everyone will understand.

Therefore I would like to welcome those who are present: Caroline Malcolm, OECD; she will
also participate by video conference. So I’d like to welcome the President of the Committee
of Experts on the Evaluation of Anti-Money Laundering (MONEYVAL), Mr Daniel
Thelesklaf: welcome. Beside him, Secretary-General Kloth, welcome. These two will begin
the proceedings. Then we have on our panel Isabelle Vaillant, Director for Regulations,
European Banking Authority (EBA). And we have with us – for the European Commission –
Acting Director of DG JUST, Alexandra Jour-Schroeder. These are the people whom we will
be having discussions with today. We hope that we will still be able to connect to the UN, and
we also have a statement from Ms Caroline Malcolm which we will present at the end.

So, welcome! We have agreed that we usually require seven minutes for the introduction – if
you go up to a minute over this I will not stop you – and that there can then be questions in
five minute slots in an agreed order. As a general piece of advice, the shorter your answer, the
easier it will be for the questioner to follow up with another question. So, may I first of all
welcome Mr Daniel Thelesklaf, representing MONEYVAL. Perhaps you could say a few
words as an introduction to the work of MONEYVAL. Please go ahead, you have the floor.

1-004-0000

Daniel Thelesklaf, Chairman of the Committee of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of Terrorism (MONEYVAL) – Chair, let me first
express our gratitude for the invitation that you have extended to MONEYVAL. It is a great
pleasure for us to be here and to familiarise you with aspects of our work, or as much as I can
do in the eight minutes that we have been given.

Very briefly, MONEYVAL is a committee of technical experts of the Council of Europe. Our
main job is to monitor the compliance of our 34 member states with the international standard
to combat money laundering and terrorist financing. I will not read you the list of all 34
member states, but basically it is all the European states apart from the states that are
members of the Financial Action Task Force (FATF). It is mainly Eastern European countries
and includes all the smaller European countries that are not members of the FATF, the
smallest one being the Vatican. The largest one that is not a member of the FATF is Poland.
So that gives you an impression of the coverage of countries.
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When the Panama Papers, or the Mossack Fonseca papers, were leaked, we realised that a
number of countries – large ones and small islands, developed countries and developing
countries, onshore, as well as so-called offshore jurisdictions – had been named and, yes
indeed, some of them are members of MONEYVAL. Very few of them were even referred to
under the so-called ‘key figures’ published by the International Consortium of Investigative
Journalists.

The promotion of these companies itself is not a problem. As we all know, there are
legitimate reasons for intermediaries to promote the use of companies. There is an FATF
report that says that it is likely that a majority of these structures are established for legitimate
purposes.

However, in our work in the last 20 years or so, we have also identified a number of problems
that come with the use of such structures, especially when the people who established these
structures very often trust in company service providers and lawyers who are not properly
regulated or are not overseen for compliance. That was one category of problem that we
identified.

The other area where we saw deficiencies was where the beneficial ownership of such legal
persons was not made transparent and/or the information was not made available to the
competent authority. So it is not the establishment of the structure itself that is the problem. It
is how we supervise or oversee – or do not do that – those that are responsible for the
establishment of these companies. We have seen a lot of good examples and a lot of
deficiencies.

Let me use the time to show you some good practices that we have seen in our member
countries, and let me also highlight some of the issues that we continue to work on. The
international standard to combat money laundering was not developed by us. It was developed
by the Financial Action Task Force, and we are one of the regional organisations that monitor
compliance of our members against this standard. The standard allows for different models to
be chosen because not every country would be in exactly the same situation.

Regarding some of the good practices we have identified among our members, we have
members that actually collect, and then hold centrally, the beneficial owner information at the
time that the legal person is formed. This limits the number of persons who can actually apply
to form a legal entity. So, for example, it is limited to a category of person called trust and
service company providers and they are regulated and supervised by a regulator. We think
that is one good example. Not everyone is allowed to form these companies. Only a specific
profession that is regulated and supervised can do it.

We have another country that actually asks that all the companies must be formed through
such a company service provider. This service provider is fully subjective to the anti-money
laundering regime, which means, for example, that he has to identify his clients, he has to
keep business records and he has to report suspicious activity to the authorities.

One good example we have seen is a country that requires all legal persons to maintain at
least one bank account in the country, which means that the information regarding beneficial
ownership that the bank has collected is also available directly to the authorities, and the
authorities do not have to go through the sometimes very tiresome and complicated way of
international assistance.

We have seen one member that requires non-commercially active persons – so-called ‘asset
holding companies’ – to appoint a director who is a person that is subjected to the anti-money
laundering regime. So here again, you have somebody to grab. That is the basic idea. You
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have somebody who has responsibility in your own jurisdiction, and the authorities can get
hold of that person.

However, all our members face challenges in implementing the standard. Let me name a few
of the key points here. One deficiency that we detected in a number of countries is a lack of
understanding of the risks that are presented by the misuse of legal persons and legal
arrangements. One would hope that the leaking of the Panama Papers would help us better to
understand the risk, but I think we can do even more about that.

In some countries there is a lack of understanding of beneficial ownership as such, which is
not an easy concept. It is different from legal ownership, especially when it comes to so-called
legal arrangements like trusts in a country that is not familiar with the legal concept of
establishing or administering a trust.

A trust can act in any country, even in a country where the form of the trust is unknown. We
have seen in some countries where authorities are required to have shareholder registers a lack
of supervision of the maintenance of these registers. We have seen countries where there is a
reliance only on self-declaration of beneficial ownership information, which is very often the
starting point, but what we did not have was an element that would require verification of that
information. We have seen gaps in implementation of customer due diligence.

These are the standard obligations of every financial institution – such as identification of the
customer and of the beneficial owner – and we have seen gaps in the implementation of that
regime, which then impacts on the way in which authorities can access the information from
that person. And it is very likely that we have seen more of these gaps in the non-banking
sector, namely when we deal with notaries, lawyers and non-professional trustees.

We have seen cases where over-reliance was put on getting the information on beneficial
ownership from a non-resident person. For example, a system that requires the company to
get the information from their shareholders that are non-resident looks very fine on the books,
in law. But when you actually implement it, it is going to be very challenging because the
person obliged to get the beneficial ownership information sits in another country, and it is
then very hard to enforce that obligation.

We have noted in some countries a lack of accountability when things go wrong, because
sanctions are not applied or they not proportionate or dissuasive.

So, for us, it is of the utmost importance to implement and effectively apply the current
standard. For us, the onus is not so much on creating new obligations, rather on implementing
and enforcing the existing ones, where we have still identified a number of gaps.

MONEYVAL has a process to bring countries into compliance with our requirements. We
have a very stringent and very rigorously applied follow-up process. This so-called
‘compliance enhancement process’ at its last step will enable us to name a country and make a
public statement that the country is not in line with the international standard.

Of course, because this has a tremendous economic effect on countries, we have to be careful
and proportionate when we apply this step. But we have realised, when we have done this,
that this publicity will have a huge impact on financial institutions worldwide when they
decide whether to do business with a country or not. So having such an effective compliance
enhancement process is something we believe to be a big advantage.
We have to take into account that a number of our members have low capacities. For those
countries, blacklisting may not be the appropriate reaction, certainly not as a first step. In
those cases, we also have to think of helping these countries, be it by training, by raising
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awareness or by peer learning. As I said, we have a lot of good examples that we can share
among our members and that we can learn from each other.

So, in essence, we still have a lot of work to do to enforce the existing standard. We are about
to do that for our members. We are working in a global network where we believe that similar
organisations to ourselves have the same job to do. The concrete solution is up to the
countries to decide. There are several options that country can take to enhance beneficial
ownership requirements. We have not chosen one model as being better than another one. We
believe there should be some sort of competition between best models.

I am of course happy to take any questions.

1-005-0000

The Chairman. – Mr Daniel Thelesklaf, as President of this committee, you have broad
experience and, if I have understood correctly, not only of new regulations, but also of
implementing existing regulations. And I am very grateful to you for the proposals that you
have submitted here.

We shall now proceed. The video conference has not been working so far. Your Secretary-
General will also be available for questions afterwards – I assume. We will now continue with
Ms Isabelle Vaillant, Director for Regulations, European Banking Authority (EBA). We look
forward to your contribution. The floor is yours.

1-006-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA) . – Chair, on
behalf of the European Banking Authority, I would like to thank you for inviting me to take
part in this hearing. I am happy today to state views from the banking supervisory community,
which is the EBA membership, so a very highly regulated profession. The widespread and
systemic abuse of the financial system by the so-called Panama Papers undermines the
integrity and stability of the financial system. This is the first fact important to us while we
are here to protect the system.

I thought it would be helpful to briefly explain to you first the EBA’s interest in anti-money
laundering and also wider financial crime issues. Then also to provide you with an overview
of what the EBA has done, according to the first assessment after the financial scandal of the
Panama Papers broke. And, lastly, to give you some early conclusions on our thoughts on
how to improve the effectiveness of the European approach to tackling financial crime.

First, regarding the EBA’s role and powers in these matters. As you probably know the EBA
is an independent European authority whose statutory objective is to maintain the stability and
integrity of the financial system, including by promoting sound and effective regulation and
supervision and safeguarding the integrity and the transparency of these financial institutions.

More specifically, it is clear that the EBA’s scope of activity already explicitly includes anti-
money laundering and counter-terrorist financing. In this regard, I like to clarify that we work
closely with the European Securities and Markets Authority (ESMA) and the European
Insurance and Occupational Pensions Authority (EIOPA), our sister agency, other actors or
the stock exchanges, the markets and also insurance companies so as to foster a consistent
approach in tackling financial crime for the whole financial services industry in Europe.

When it comes to carrying out such duties, the EBA may first issue binding standards and
regulations, where this is mandated by the European legislation. I would like to highlight here
that this is seldom the case in such matters, which at this stage are almost fully under the
minimum harmonisation framework, something that we see less and less in the financial
industry and banking industry sector.



6 13-10-2016

As a compliment to this, the EBA may issue opinions, recommendations and also guidelines,
which are soft law, which the competent authority would commit to and have a legal duty to
comply with when they are issued.

So this is the usual practice: delegation of regulation, soft law on anti-money laundering
(AML) most of the time. Above all, the EBA is a standard-setter. Its powers and resources
when it comes to enforcing the standards are limited. It is only when the EBA becomes aware
of specific malpractice or the suggestion that the competent authority should check the
practices of a credit institution that may have failed to adhere to the standards that it can act
and will definitely investigate. But this is a very specific angle to tackle the situation.

Second, I would like to tell you the EBA’s action following the Panama Papers leaks.
Precisely we followed this Panama Papers scandal with great concern because from a
supervisory point of view, it is extremely important to understand three aspects.

The first thing is we that need to understand whether the revelations point to a systemic
problem with institutions’ compliance against the standards which exist and are
comprehensive. The precise tendency on AML and counter-financing terrorism and the wider
standards on internal control requirements in the banking sector are very large and are always
regarded as a very significant line of defence against this type of crime by the banking
supervisors.

Second, what we would need also to understand is whether the revelation suggests that the
competent authorities in charge of checking the good implementation of the standards may
have failed effectively in the supervision of the institution’s compliance.

The last thing we are most interested in is assessing the potential impact of the revelations on
the prudential aspect of the system, the financial system. So what we have started to do.

To this threefold end, the EBA has extended three sets of actions. First we ask the competent
authorities, our members, to consider whether supervisory action is warranted and to keep the
EBA informed of the findings from that action as they begin to emerge. As a result of this
request, we now observe that all competent authorities have been active engaging with their
banks and investigating the scale of the problem and the analysis of the situation.

Second, we ask the competent authorities to cooperate with their foreign counterparts,
including, where relevant, in the supervisor colleges, something I will come back to later on.

Lastly, we assessed whether immediate changes in the existing EBA approaches would be
warranted and we started being more practical and shifting some aspects.

So clearly it is too early to draw a comprehensive conclusion, but what I would say as a first
step is, given the in-depth discussion which took place at the EBA board of supervisors as
well as at the joint committee, which gathers the banks’ insurance and market supervisors, we
can assess that now the guidelines on AML and counter-financing of terrorism, as well as the
guidelines on internal governance on paper already address most of the issues at stake. What
can be done more is to further clarify and strengthen the expectation for the actual
implementation of the guidelines.

So indeed work is already under way from our end, on an update of these set of guidelines,
namely the guidelines on internal governance of 2011 and also the guideline on AML and
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counter-terrorist financing (CFT) of 2015, which were in draft format at the moment of the
Panama Papers.

So there is a little shift there to operate where we want to be more specific the guidelines
already contained some targeted provisions explicitly highlighting the financial crime risk
associated in particular with doing business in jurisdictions with high levels of opacity and
lower levels of compliance with international tax transparency. This was there before the
Panama Papers but probably going more practical and adding further details for the actual
implementation is warranted, and this is what we are trying to tackle now.

The EBA will continue to assess the situation as supervisory findings begin to emerge after
the request that we formulate. One finding that has emerged already is that probably there are
some real or perceived – this still needs to be assessed in greater depth – legal obstacles to the
exchange of information, in particular between different competent authorities, across borders
and depending on the scope of information you want to reach. This is an issue that we want to
have a more in-depth look into. Probably there would be a need to clarify if indeed there are
real legal obstacles or on the contrary, how far you can use the existing provisions.

To conclude, I would like to take the opportunity to stress how important the work of your
committee will be, more rules may not necessarily be the answer. From a financial services
supervision perspective we understand the EU has already a comprehensive legal framework
in place. But, for sure, there are areas where we need to make sure that actual implementation
is effective.

We note that some prerequisite could be first the need to ensure, probably through
amendments of level-1 text legislation, that the competent authorities are clearly enabled to
exchange all the necessary confidential individual information and to cooperate effectively in
a cross-border manner.

We note what that such authorities involved in the AML and CFT investigations are highly
numerous and very diverse in nature, some relying on supervisory matters, other judicial,
involving other police, so this diversity means approaches are more complex. The EBA
chairman, Andrea Enria has returned to the legislator about this, the Parliament, Commission
and the Council.

Second, this will be my last point, probably there is a need to provide for greater
harmonisation across Member States in approaches to fighting financial crime. There we think
that taking measures to strengthen the convergence of such supervisory approaches – the way
you deal with general customer due diligence, for instance – may be important, and equipping
the EBA with stronger tools and resources to enforce the compliance may also be helpful with
the EU legislation.

So all in all, the real challenge – and here I would concur with the previous speaker – lies in
effectively implementing the comprehensive legislation that we have and in particular,
providing ability for the effective exchange of information and enforcement powers.

1-007-0000

The Chair. Thank you, Ms Vaillant. We also had on our list a representative from the
financial action task force, who is an international standards setter. Unfortunately the
representative had to give his apologies for private reasons. We hope to repeat that at a later
date. However, all those who we are still unable to contact by video conference have
answered the questions, and the written answers have also been available – unfortunately only
since yesterday, so we have a basis for our discussion.
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I would now like to welcome Ms Jour-Schroeder, Director of DG JUST, and give her the
floor. She is responsible for stating which standards are set at EU-level and what progress has
been made. Ms Jour-Schroeder usually sits in a central row like all Commission officials. You
may now speak from the centre of the room. Please proceed, Ms Jour-Schroeder, the floor is
now yours.

1-008-0000

Alexandra Jour-Schroeder, Acting Director: Dir B — Criminal Justice: DG JUST —
Directorate-General for Justice and Consumers. – I would like to start by thanking you for
organising this special hearing, which is very important. I would also like to thank you for
inviting the Commission to provide an insight on our involvement in setting the rules in the
area of anti-money laundering at international and EU level, because it is indeed quite
interesting to see how this works together at international level and how this relates in the end
to EU legislation.

Since the beginning of the 1990s, the European Union has adopted four important directives
in the field of prevention of money laundering and terrorist financing. These directives
address the need to strengthen the internal market, safeguarding the interests of society from
criminality and terrorist acts. They also contribute to financial stability by means of protecting
the soundness, proper functioning and integrity of the EU’s financial system. These EU
instruments take into consideration – I would like to stress – as appropriate, the international
standards adopted by the Financial Action Task Force (FATF).

It has already been said this morning that the FATF carries out important work in worldwide
standard setting to prevent money laundering, terrorism financing and also the proliferation of
weapons of mass destruction. Over the years, the FATF has developed a series of important
recommendations that are recognised as the international standard in the field. The work of
the FATF is important for the EU’s action. I would also like to mention MONEYVAL, which
includes all the EU Member States that are not members of FATF. It has already been
explained this morning what MONEYVAL does.

The FATF recommendations are soft law. However, I think I can safely say today that in
practice they are respected. The FATF organises mutual evaluations of its members in order
to verify in a very robust and thorough way if the recommendations are correctly
implemented and the standards are correctly implemented. There are a multitude of mutual
evaluation reports that are all made public. In order to perform these mutual evaluations, the
FATF has a designed a common methodology to assist the assessors in the evaluation process.
The recommendations of the FATF and this mutual evaluation process of its members have an
important international place in the prevention of money laundering and terrorism financing.

From the EU perspective, the revision of the FATF standards is also taken into account when
we are revising the EU legal framework on anti-money laundering and the financing of
terrorism. When preparing a proposal for modification or an update of the EU acquis, the
Anti-Money Laundering Directive, the Commission takes due account of relevant
modifications of the standard, while ensuring respect for the EU acquis. I think it is important
to stress that the Commission is a founding member of the FATF and actively contributes to
its work, in particular with regard to what I would call the upstream negotiation process
relating to the definition and updating of FATF standards.

The Commission also has a crucial role to play in preventing potential conflicts between EU
law and FATF recommendations downstream. The Commission contributes to facilitating the
representation of those EU Member States that are not FATF members, even though this is
mainly ensured through MONEYVAL. Finally, mutual evaluation reports of new Member
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States represent for us a very good source of information which facilitates EU enforcement
activities.

In addition to trying to align EU law as far as possible with the latest FATF standards, the
Commission also examines different policy options that go further than the FATF standards.

1-009-0000

The Chair. – Ms Jour-Schroeder, may I now ask you to proceed immediately. We now have
on video conference Michael Lennard, Chief of the International Tax Cooperation Section of
the Department of Economic and Social Affairs of the United Nations.

Yes, I would like to welcome you, if you agree.

1-010-0000

Michael Lennard, Chief of the International Tax Cooperation Section of the Department of
Economic and Social Affairs of the United Nations. –Thank you for the opportunity to present
to this important committee the international-norm-setting environment for international
taxation, and especially exchange of information. This is a very topical issue, and how we
respond to the calls for greater developing country roles in international-norm-setting in such
areas will set the tone for international tax cooperation for some time to come.

The UN Tax Committee is a 25-person group of experts appointed by the United Nations
Secretary-General to give guidance on international tax cooperation issues, with special
reference to assisting developing countries. The Committee only used to meet once a year, for
five days, but as of December this year, it will meet twice a year for four days each. This is
part of the response to a call, especially from developing countries, for greater support for UN
international tax cooperation work. In fact, the Committee is meeting at the moment and I will
be presenting so I can only be here until 11.00, but I am glad I have had the opportunity to
speak to you.

The UN’s tax work is seriously under-resourced, especially the central work of the
subcommittees feeding proposals into the Tax Committee’s consideration, but it is important
to note in this forum that the European Commission’s Directorate-General for International
Cooperation and Development (DEVCO) has played an important role in strategically
assisting some of these subcommittees this year, particularly the Budget Support and Public
Finance Management Unit. This will find expression in the guidance that we are issuing on
base erosion and profit shifting, transfer pricing and on extractives.

The UN Tax Committee’s work respects the sovereignty of individual countries, but
recognition of sovereignty in the globally interconnected world also should recognise two
concurrent and related threads. Firstly, in exercising their tax sovereignty, countries should
take into account the impact of their actions more globally, especially insofar as they restrict
the exercise of tax sovereignty of other countries. This is embodied in the concept of ‘tax
spillovers’ and it is unfortunate that more tax spillover analyses are not done by countries to
assess the impact of their tax policies on other countries – particularly, but not exclusively,
developing countries.

A second relevant thread is that, to properly exercise their tax sovereignty in
a globalized environment, countries need access to information, and the ability to process it.
They need the capacity to make sense of that information. Exchange of tax information is an
important part of this response to globalisation and it also addresses the fact that failures of
governments to exchange tax information and to enforce foreign tax judgments, have been
leveraged to a great degree by those unwilling to meet their tax obligations. The competition
between many countries on tax matters and on investment and the desire to support national
champion companies also represent related factors that can – and have been – leveraged by
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those wanting to avoid paying their proper taxes. Tax confidentiality is a very important
concept but, like many very important concepts, it has at times been abused. It is especially
important that it is not abused in the roll out of country-by-country reporting to keep
confidence in the systems, namely that it is a system that works for countries all around the
world.

The Tax Committee’s work on exchange of information has largely focused on the Exchange
of Information Article of the UN Model Double Taxation Convention between Developed and
Developing Countries. This article was updated to make the concept of the exchange of
information clearer and stronger in the 2011 update of the Model. This process will continue
in the new version of that Model to be released next year.

In many areas, the UN Model is very different from the OECD Model Taxation Convention,
reflecting key differences between developing and developed countries. The good news,
however, is that, in terms of exchange of information, the differences are not great. The
commonalities in this area between developing and developed countries are much more
apparent than the differences. Most of the strengthening provisions of the OECD Model have
been picked up by the UN Model, as being in the interests of developing countries at least as
much as they assist developed countries.

Sometimes there are differences that are more of emphasis than of underlying policy. For
example, the UN Model emphasises especially that exchange of information is meant to
address ‘tax avoidance’ as well as ‘tax evasion’. This is consistent with the OECD Model and
its Commentary, but puts a stronger emphasis on this. We emphasise this point because of the
view that there is a very fine line between aggressive tax avoidance, on the one hand, and tax
evasion on the other and because the cost to the revenue of developing states is the same,
whatever categorisation is used for the conduct.

On automatic exchange, the UN Tax Committee has been very supportive of greater use of
such exchange, recognising the great benefits that might potentially flow to all countries,
including developing countries, from access to the necessary information. But there is also a
recognition that there is a real need for assistance to developing countries in setting up such
systems, including the information technology required, but also the capacity to analyse the
information received so that it can be used to best effect.

In rolling out automatic exchange of information globally, we particularly have to avoid
setting in place a world of information have and have-not countries. That will only further
entrench the information and capability gaps between developing and developed country tax
administrations, but also will further entrench the same gaps between developing countries
and multinational enterprises.

We in the UN Secretariat wish you well in your considerations and look forward to the
outcomes of your important deliberations.

1-011-0000

Chair. – Thank you very much, Mr Lennard. I heard that you have to leave at 11.00 – that is
more than an hour.

I now wish to give Ms Jour-Schroeder the floor for the last three minutes, and then it will be
open for questions. Thank you very much.

1-013-0000

Alexandra Jour-Schroeder, Acting Director: Dir B – Criminal justice: DG JUST —
Directorate-General for Justice and Consumers. – Thank you, Mr Chair. I will resume with
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the role of the Commission in the FATF because I thought when I was speaking something
was lost as the connection was being established to the UN.

Let me come into my presentation again and tell you that the Commission is a founding
member of the FATF and there it actively contributes to its work, and in particular the
negotiation process relating to the definition and updating of the FATF standards. The
Commission has a crucial role to play in preventing potential conflicts between EU law and
FATF recommendations.

The Commission can also contribute to facilitating the representation of those EU Member
States that are not FATF members, although this is mainly ensured by MONEYVAL. Finally,
and is quite important, mutual evaluation reports of EU Member States represent a very
valuable source of information for us which also can very much facilitate the European
Commission’s enforcement activities. In addition, to try to align EU laws as far as possible
with FATF standards, the Commission examines different policy options that go further than
the FATF standards and that either reinforce the existing FATF standards, making them more
stringent, or address specific risks – vulnerabilities that are not caught by the effective
standards but that have been identified as an issue in relation to the EU or the Member States.

Let me give you an example: the Fourth EU Directive on Anti-money laundering, which is
still in transposition, goes to quite an important extent beyond the FATF standards. Let me
give you three concrete examples. First is the rules on politically-exposed persons, second the
transparency regime for the beneficial owners of legal entities, arrangements and trusts, where
EU law requires Member States to put in place registers with information on the beneficial
owners of these entities and, third, the regime applicable to the payment of goods and services
in cash. You have now also on the table a recent proposal the Commission made in July this
year, again to amend the Fourth Anti-money laundering Directive, including also as an EU
reaction to the latest terrorist attacks and the Panama revelations. Here again the Commission
goes beyond what is required by FATF standards. I would quote as an example that the
Commission’s proposal aims to bring virtual currency exchanges and virtual wallet providers
under the scope of the directive, to harmonise and further enhance customer due diligence
requirements towards high risk countries and require Member States to put in place
centralised bank account registers and upscale even further the existing transparency regime
regarding beneficial owners.

As the EU directives are minimum harmonisation directives, the Member States can go
beyond the directive as the final aim of the preventive framework is to detect and later
prosecute suspicious financial transactions that may constitute a criminal offence and here
there is also, of course, a strong link with national criminal law. Finally, as for the previous
directives in the field, the effective and timely transposition of the recently adopted Fourth
Directive will, of course, be very closely monitored by the European Commission, and if
necessary will lead to infringement actions in case of non-compliance.

So I hope this illustrates the complex are of rule-making in the field of the prevention of
money laundering and terrorist financing – for which, of course, the European Parliament is
also a major pillar – and the impact of the FATF and other bodies, such as MONEYVAL, in
this domain, both through international standard setting and their mutual evaluation process,
and the role of the European Commission in this process.

1-014-0000

The Chair. – Many thanks, Ms Jour-Schroeder. Please forgive me again for interrupting you.
Our information was: Mr Lennard would only be available until 10.00. He will now be
available until 11.00. You will understand that we can have the Commission at any time, if – I
think – we can clear that up.
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So, we now have Ms Caroline Malcolm, Advisor to the Director of the Centre for Tax Policy
and Administration of the OECD, via video conference.

Is Ms Malcolm available?

Caroline Malcolm, you have the floor.

1-016-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – Thank you for the invitation to
the OECD to join you today. It is a pleasure. This is obviously a very topical issue and so we
are very glad to be part of the discussion. We have obviously been working very closely with
the EU, which is very involved in our work on base erosion and profit shifting, but I also
think of most relevance today is the work on tax transparency that we have done – work done
at the OECD as well as in our Global Forum on Transparency and Exchange of Information
for Tax Purposes.

I did receive a few questions in advance and will give you an update of where we are in terms
of the status of implementation of the global tax transparency standards and the question that
was posed around the robustness of those standards. I think those are important issues when
we look at the Panama Papers, as is the broader consideration of money laundering, tax
avoidance and tax evasion.

Before I give you a short update, I will just make an important distinction. I think, particularly
when we look at that the Panama Papers for example, that we should understand the
separation between where we are today and the status of the international tax transparency
framework, and where we were six or seven years ago when this work really took off. I think
that, when we look at the Panama Papers and the information that was revealed in those
documents, it is important to keep in mind the historical nature of the revelations in those
documents and in comparison, the point where we are today in terms of information
exchange.

As you probably know, there are two very important standards on tax transparency in this
area. One is on the exchange of information on request and the second is on the automatic
exchange of information. The global standard for the automatic exchange of financial account
information was developed by the OECD in 2014. Since then, we have 101 jurisdictions
across the world who have committed to implement that standard and to begin the first
exchanges by 2017 and 2018.

In terms of who is actually committed to that standard under those timelines, the focus has
obviously been on the OECD and G20 countries, but also other countries, particularly
financial centres. At this stage, developing countries are invited, encouraged and supported to
take part in automatic exchange tax transparency. However, they are not under an obligation
to do so under those same timeframe commitments of 2017 and 2018. That is just to take into
account the capacity constraints from the UN that Michael Lennard mentioned, in terms of
making sure those countries can have the necessary IT and analytical capacity to able to make
use of that information once they receive it, but that support is available for those countries
who are looking to come on board with the automatic exchange standard.

We have 101 jurisdictions across the globe which have committed to automatic exchange of
information. In terms of that standard – and I think what we have seen very effectively in the
exchange information on request area – is that the Global Forum has a very in-depth peer
review process. That peer review process looks at whether countries have put the legal
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framework in place to meet their commitments but also, as a matter of practice, whether they
are meeting those commitments. Do they have the administrative capacity to respond to their
partners’ requests when they receive them? That has been a really effective process in the area
of exchange of information on request in order to help countries meet their commitments –
because at the end of the day, that is the true goal, not compiling lists but to help countries
meet those commitments so that there is a standard across the globe that all countries are able
to meet – but also to have a benchmark so that we all understand where countries stand in
terms of meeting those commitments and so that no country can take advantage of not
implementing those commitments and leave loopholes in the global system. The peer review
process has been very effective in doing that. The Global Forum makes recommendations,
and so far more than 500 of those recommendations have been implemented by countries
since the peer review process began.

The Global Forum also provides support to its 137 members, who have committed to that
exchange of information on request. So it is a combined process of both providing support,
but also doing an in-depth peer review process of whether they have met the standard.

That brings you to automatic exchange of information. Regarding automatic exchange, as I
said, we have the standard being implemented for first exchanges in 2017 and 2018.
Obviously, until those exchanges take place, it is too early to begin a formal review process,
but the Global Forum is working at the moment to assist countries to take the necessary steps
in terms of implementing their international agreements to actually undertake the exchange of
information on an automatic basis and to help them have the domestic legislation necessary in
place, which is a very important component as well, in terms of requiring financial institutions
to obtain the information and then providing it to the tax authorities so that they can exchange
it. The OECD is also working on a number of systems to provide a cost effective, but also a
confidential and secure, basis for exchange of that information. That is around what we call
the common transmission system. That is really an IT system which is being procured by the
OECD to allow those information exchanges to take place between tax administrations in a
secure environment. By having a centralised single system, we are going to not only make it
cost effective for governments, but also to ensure that the interface between different systems
works well so you do not have individual systems trying to match each other, which will be
important in terms of effectiveness.

Once the first exchanges do get underway, the Global Forum will also begin a peer review
process on implementations of those commitments as well so they will move from looking
just at exchange of information on request to also looking at automatic exchange of
information. So it will be at that stage that we will begin to have a very good understanding
not just of the commitments made – which is where we are today – but also to understand
how those commitments are actually being implemented and where the countries are able to
meet those, as well as to support them in meeting them, which is obviously a very important
component.

In terms of encouraging jurisdictions which have not yet met their international obligations,
you will be aware that – as I mentioned – the peer review process is very effective in
providing public accountability in terms of commitments and implementation, but the OECD
was also mandated by the G20 in July this year at the Chengdu meeting to prepare, by July
2017, for the G20 summit a list of jurisdictions which have not made significant progress
towards the tax transparency standards. Those criteria for that benchmark were established in
advance and were announced in July. There are three criteria under that framework. That
timeframe between now and middle of 2017 gives jurisdictions a very clear understanding of
what their obligations are so that they can meet that standard and we can hopefully move
everybody to a cooperative compliance position by July 2017 so that we do have all countries
moving up to that minimum global standard, which I think is the objective here.
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There was also a question posed in terms of whether it is a question today of implementing
and enforcing the existing standards or whether there is a need to update the existing
standards. I think what we have seen so far comes back to my initial point about the
separation between what has happened in the past and how that is reflected in the revelations
we see in the Panama Papers, and where we are today and the enormous progress that has
been made in the past seven years. From the information received from the Global Forum,
based on their experiences and their peer reviews, the focus really needs to be on effective
implementation and enforcement rather than the establishment of new standards. The
standards that we currently have on tax transparency, which include beneficial ownership
requirements, are robust. The focus now is on implementation. When you also look at this
broader issue of the work of tax authorities, for example, and also the authorities who deal
with money laundering, we also need to be looking at how those agencies can cooperate and
how to ensure that they have the legal processes in place so that they can share information
effectively with appropriate safeguards, but also at the administrative level that the processes
are in place so that the two agencies can work together in a cooperative way to share that
information. So I think we are now very much focusing now on the practice, rather than
enhancing the standards which have been shown to be robust.

I will conclude on that note, but I am available for further questions as needed.

1-017-0000

The Chair. – Many thanks, thank you very much, Caroline Malcolm. I would like to thank all
the speakers most sincerely for their contributions. We have also allowed the seven-minute
slot to be exceeded because in our initial hearing of this type we wanted to have the most
complete overview possible of the current measures.

I would like to welcome a visiting colleague from the Greens, Heidi Hautala from Finland,
who has just arrived.

1-018-0000

Jeppe Kofod (S&D). – Thank you so much, Chair, and thank you so much to our guests
today for the excellent briefings about the problems. First I have to say it seems like there is a
consensus that the standard that has been developed over the last years is the right standard
and it’s enforcement and implementation that is the big problem. I would then say maybe in
this respect, why did we fail to enforce or implement the standards that were developed? I
mean who is responsible for that – EU Member States or the European Union – and where can
we put pressure on these different levels?

The Panama Papers revealed an obscure world of secrecy and when we had the journalists
here they said that when you can buy anonymity you can use it for tax evasion, for money
laundering, and so on, and I really want to hear your assessment. For example, when countries
still allow bearer shares or nominee shareholders or nominee directors or other structures like
that, are we then sure that we can have the beneficial owner identified. Don’t we need – like
we talked about to Europol the other day – a central register where we can have access to the
ultimate beneficial owners, and which countries can access to see who they are? And
concerning the countries that you work with, is it a lack of capacity or is it a lack of political
will that is the main problem you see? Because we see in some countries that there is a lack of
political to implement these standards.

So I know that’s a lot of questions, but I still think we have a problem because you all said
that we failed to implement the standards. I say that is a big disaster, and I think the Panama
Papers revealed that disaster.
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1-020-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – Thank you very much. It is a
very good question in terms of why have we failed so far to implement and enforce, and I
think we do need obviously to take this in context, as there has been a lot of progress by a lot
of countries to actually achieve the standard, and they have done that in terms of practical
implementation. So I certainly would not say that across the board there is a failure to
implement and enforce, but obviously it is clear that there are improvements that can be made.

In terms of why that’s the case, I think we need to again look at the historical context. We
have moved an enormous amount in a very short period of time. We have moved from the
case in 2006-2007 – you know pre-crisis where you have bearer shares and you have bank
secrecy in place across the world in a lot of jurisdictions – today that is no longer the case.
Bank secrecy is eliminated, you have bearer shares which are either eliminated or
immobilised, which means that the owners of those shares must be known, you’ve got the
standards on beneficial ownership, and by incorporating the beneficial ownership standard in
the tax transparency standard, which is what happened in 2014, that’s a massive step forward,
because now you see not only the AML authorities pushing for implementation and
enforcement of beneficial ownership requirements, but you also see it coming from tax
authorities as well, and that joined-up approach of adopting the same standard – and there you
see the OECD adopting the FATF standard on beneficial ownership – that’s going to make a
real difference in terms of implementation, as will the cooperation between the agencies.

Now on the issue of beneficial ownership, in terms of whether a central register is necessary,
at the moment we are looking at all the options, at a technical level. Without going into too
much detail, there is no single easy answer. So, for example, with a central register is a
question of how you keep it up to date, who has access to it, how often that information needs
to be kept up to date, and how you share that information with overseas tax authorities or
money laundering authorities, for example. But at the moment what the standard requires is
that, whether it be your financial institution or your corporate director, your nominee director,
somebody in that jurisdiction – and in the case of the Common Reporting Standard, the tax
standard for automatic exchange, it is the financial institution – needs to know who that
beneficial owner is, and that information is exchanged.

1-022-0000

Daniel Thelesklaf, Chairman of the Committee of Experts on the Evaluation of Anti Money
Laundering Measures and the Financing of Terrorism (MONEYVAL). – There were a lot of
questions but they were all equally good, so let me try to go through them very briefly one by
one.

On the instruments, including bearer shares, I would concur with my colleague from the
OECD that a lot has been done. For example, among our 34 members, there is no member
that has not either abolished or immobilised bearer shares. That is one example that things are
progressing. What you are seeing in leakages like the Panama Papers is basically what you
have seen happening in the last 20 years. What you probably do not see there is what the
developments have been in these 20 years, and where we are now. I am not saying that
everything is okay, but what I am saying is that in a lot of areas progress has been made,
including on secrecy. If you look at the list of early adopters for the OECD automatic
exchange of information – my colleague will know better than me – and if you look at the list
of countries in that regard, you would see a lot of countries that used to be treated as tax
havens. Some of the large industrialised countries are missing from that list, so things are
changing.

As to your question about where you actually hold beneficial ownership information, whether
that be in a central registry or decentralised with the obliged entities, the international
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standard allows for both options. So it is up to each country or a supranational institution like
the EU to make a decision on that. For us, as a monitoring body, it is not so much a question
about the location, but more about the quality of the information. I think the focus should be,
regardless of where you actually store it, on the level of quality of the information and how
competent authorities can access it. That is more important for us than the question of where it
is stored. In terms of whether it is a lack of capacity or political will that is the most crucial
question. In some countries there is a lack of capacity. If you look at how wealthy criminals
and their entourage operate across the globe and if you compare that capacity to the capacity
of a local police officer in a poor, developing country, there is a huge gap that we should
address. Looking at the 25 years that I have been doing this, I can see a lot more political will
now. Some of it is driven by the monitoring operations, including so-called blacklisting. So is
it general political will or is it something that politicians have to do? I do not know, but at the
end of the day what counts is that there is political will, whatever the driver is for that.

1-024-0000

Petr Ježek (ALDE). – Thank you, ladies and gentlemen, for coming here or being connected
with us. First of all, a general question to follow up what my colleague Jeppe said or the issue
he opened: we have heard that we have a rather comprehensive or robust legislation already in
place, but there is a need for better implementation, better enforcement. So I wonder: what
can we do, not in this case necessarily in our role as legislator or co-legislators but in our role
as members of this committee, which at the end of our work should come up with a set of
recommendations? How should we be helpful? In this case I do not expect the entire answer
now, but if later you can submit something in writing, perhaps it can also be useful.

1-026-0000

Daniel Thelesklaf, Chairman of the Committee of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of Terrorism (MONEYVAL). – Certainly something
we would encourage you to do, and anyone to do, is to strengthen the bodies that actually are
monitoring compliance by countries, and I am not speaking only of Europe – there are several
bodies across the globe. And the second thing is to do everything that actually ensures global
application of the standard. I am saying not only European: Europe is tremendously important
in that regard, but what criminals are doing is looking for the place to launder money that has
the weakest regulation. That is not a reason not to increase the regulation, but I think equally
important is the application of that higher standard also on a global level. Those probably are
the two points I can contribute to that now and I think we are picking up your suggestion to
see if we can do something in writing on that. Let me discuss it with my colleagues who have
to do the work before I can commit, but it is probably something we can consider.

1-028-0000

Alexandra Jour-Schroeder, Acting Director: Dir B – Criminal justice: DG JUST – Director.
– Thank you Chair, to add to what the colleagues have already said, and I agree with that
assessment, the situation has radically changed over the last years, because in my view we
have really seen a very strong positive push in more awareness of the rules. We have more
rules but there is also more awareness, though there is still not sufficient awareness and there
is certainly something more to be done. I would also like to quote here the efforts of the G20,
because we have seen also recently that after the Panama Papers revelation there has been a
very strong push.

I would like to say some words on what we call supranational risk assessment, which is a
method which is also ongoing, and the Commission is very closely involved in that, to really
assess all the risks that money laundering presents from all the different angles – not just at
the regional level but also when it comes to cross-sector and supranational European level – in
order to better identify what is going wrong and what others can learn. We will also issue a
report on that in the next year. I think this is also a very important monitoring mechanism.
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1-029-0000

The Chair. – Most importantly, implementation is a topic which concerns us again and again
in the European Parliament.

1-030-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). –I think my
intervention is very much in line with the preceding. I would just like to add a dose of
pragmatism here, and from the banking perspective strictly.

I am also in charge of providing regulation for banks at global level regarding their
relationship with what we name the shadow banking sector, which includes trust and funds,
which may be used as we have seen. We have to realise on average, and we calculated for
large banks at least, there are around 6 000 entities for each of them in a relationship with
those shadow banks, not the financial regulated counterparties, but the shadow banks, so there
needs to be pragmatism here. To my mind, what I would qualify as the top-down measures,
like having access to well-made registers, clear registers, are very important for knowing the
beneficial owners, but also probably bottom-up tools may be needed, because when you are in
the shoes of the bank manager and you have to face these 6 000 entities your normal business
causes you to face, well, you have to have judgmental expertise where to put your strengths
and apply most intensively the regulations that we have. The regulations are comprehensive,
but the way you want to apply them to some of the entities, some sectors and how to select
them is most important and probably we have to think in a pragmatic manner how to build
this expert judgment system so as to put the right weight where it is needed. So this we can
deploy using the present regulations, but going a little bit further in the specification.

1-032-0000

Dariusz Rosati (PPE). – Thank you Chair, and many thanks to the invited experts for
providing us with very interesting, very insightful presentations. One good reassuring
conclusion which emerges is that there is no shortage of standard-setting institutions,
apparently, and institutions providing us with recommendations on the implementation of
anti-money laundering and anti-tax evasion and avoidance activities.

But the weak point is, as many speakers have said already, enforcement and oversight, so
implementation, the practical side. Now, my question to all three speakers, who are external
experts is: how do they rate from this perspective the anti-money laundering legal framework
of the European Union? Does it reflect the standard and all the best practices you would
suggest, or are there some loopholes or deficiencies that should be addressed as a first
priority?

And the second question is to Ms Malcolm. She has given us some figures on the number of
jurisdictions covered currently by the standards on the exchange of information, both on
request and automatic. It seems that some 60 or 70 jurisdictions in the world are still not
covered. My question is, are those jurisdictions tax havens or jurisdictions that are famous for
low transparency and high secrecy?

If this is the case then, until such time as we extend these standards to cover those
jurisdictions and countries that are still not covered, we will unfortunately still have to deal
with massive tax evasions and tax avoidance.

So what could we do in order to extend these standards – if you are happy with them – to
other jurisdictions and to ensure that they have this global reach in order to eliminate these
problems in countries that are not covered by this?

1-033-0000

The Chair. – Two different questions, the first question about the legal framework of the EU.
Who would like to reply? Well, nobody is coming forward. Mr Lennard?
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1-034-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – On the question of the AML
(anti-money laundering) legal framework, obviously our work at the OECD here is on tax, so
I will pass that question to my colleague from the FATF, but I guess I should emphasise that
tax and AML are very joined-up. So while there are a number of bodies who monitor
compliance with the standards, we have worked very hard to make sure there is a single
approach to these issues, that is to say a single standard on the relevant issues, rather than
multiple standards across the same issue. That is very important in terms of having global
consistent compliance.

To answer the second question, and also to go back to the speaker who came before that, I
should maybe really emphasise, firstly on the point about implementation, that there is
massive demand for capacity building. I think the point has been made very, very clearly in
terms of the need for a very strong system in Europe. But without a strong system globally,
gaps around the world will affect the ability of Europe and of individual countries to
implement their obligations effectively. So, while these obligations need to be put in place at
the domestic level, you need to have a global consistent implementation. There is, as I said,
enormous demand for capacity building, that is to say capacity building for investigators,
from tax, from AML, to help them to understand the information they receive, to detect, to
investigate and to enforce financial crimes; but there is a massive lack of resources to actually
undertake that work. I guess that is one very strong point that I would like to make. To date,
we have been very focused on getting the standards in place. That is where we are today, but
in terms of making real progress on the ground, more support is needed. We have been very
fortunate to have had support from the EU in the past, but there is still an enormous demand
for that work. To give one example, the OECD has an academy on tax crime investigation,
which brings in investigators on tax issues and other financial crimes, and that is always an
over-subscribed programme. To expand that programme does require more resources and that
is just one example of the type of programmes that are available, but probably not broadly
enough to everyone who needs it.

Regarding the second point just briefly, in terms of the jurisdictions covered and not covered,
it is obviously a very delicate balance. We need to make sure that all the relevant jurisdictions
are covered by that standard. That information, as I mentioned, is available online, detailing
which jurisdictions have committed to which years. As I said, all financial centres are
required to commit to that standard. As to the 60 or 70 jurisdictions mentioned which have not
yet committed to automatic exchange of information on request, the reason for that is that
developing countries which are not financial centres are not required to implement that
standard under those time frames. It is something we will work towards with them over a
longer period of time, recognising their capacity constraints.

1-036-0000

Michael Lennard, Chief of the International Tax Cooperation Section of the Department of
Economic and Social Affairs of the United Nations. – I apologise for being plugged in in the
middle of another speaker, the reason being that I have rejigged agenda items so that I could
give the opportunity to answer a few questions.

We do not comment on country and group legislation and we too deal mainly with tax, so I
will not comment on the first point. On the second point, I agree that there are a lot of
capacity-building issues and so forth. There is also a larger issue that is a big issue in the
international tax cooperation environment at the moment, and that is how much countries
which are affected by international norms are actually involved in the setting of those norms. I
think that is something that we constantly see: the argument that you are giving us all this
assistance in implementing norms that are received, but we want to actually have more of a
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legitimate role, not to block good norms, but to make sure that those norms are consistent and
recognise our capabilities and situations.

Another thing that I think is particularly important in this area is that the norms must be seen
as applying fairly between big countries and small countries, countries that are members of
the norm-setting bodies and countries which are not members of the norm-setting bodies. I
think that is one of the biggest things that can be done to ensure that the norms have great
acceptance: ensuring that there is a real reach-out to countries to make sure that the norms are
ones that can be applied globally in the global world, and that countries can be confident that
the same rules will apply to the small countries as will apply to the big countries.

1-037-0000

The Chair. – Especially the participation of small and large countries, the European Union
does have a certain amount of experience there. The next speaker is Ms Ana Gomes for the
S&D -party.

1-038-0000

Ana Gomes (S&D). – I would like to ask Ms Malcolm, what her opinion is on the fact that
the US, a member of the OECD, is not going to implement the Common Reporting Standards,
due to its FATCA policy? Do you think there will be major refusals in this field from this
position of the US? Do you think that the EU in this framework should move to its own
FATCA policy, targeting countries that fail to adhere to the Common Reporting Standard
with trade sanctions and withholding tax?

I would like to ask Mr Thelesklaf what he thinks, considering the evidence, of the
involvement of the European obliged entities, such as banks and lawyers, in setting up
financial structures with the sole purpose of hiding assets. What do you think is missing in the
way we supervise these institutions at EU level? What are the legislation gaps or enforcement
failures that you would say are more common and that allow for this cooperation-lacking
system? Would you recommend an official list of politically exposed persons at EU level?

This is a question that I would also like to ask Ms Vaillant. I would also like to ask if she
could elaborate a bit more about what the links with the shadow banking world, which she
mentioned. What kind of entities are these 6 000 entities you mentioned? Could you elaborate
a bit more? Many of us are not experts and we would like, and need, to know a bit more.

1-040-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – Thank you. On the question
about the US, as you know, the US introduced FATCA in advance of the Common Reporting
Standard (CRS) being developed and we drew on the FATCA experience in developing the
Common Reporting Standard. The US has indicated it will be undertaking automatic
exchange of financial account information in accordance with FATCA, but also that it is
including a political commitment to pursue the adoption of regulations and to advocate that
they achieve an equivalent level of the reciprocal exchange of information that is required
under FATCA and the CRS. I think that is the position that we are moving towards, and I
think that is something that we look forward to.

1-041-0000

Daniel Thelesklaf, Chairman of the Committee of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of Terrorism (MONEYVAL). – If I may, I will try to
provide the answer on the PEP list, if you allow me, because we are not a regulator and we do
not supervise individual banks, so I cannot have a position on the involvement of individual
banks.
Is there a need for an official list of PEPs? I know that is a request I hear a lot from financial
institutions. I do not really think that the identification of the PEP is such a problem. I think
usually the financial institution knows very well that they have a PEP as a client. The question
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is rather what mechanisms are in place to mitigate the risk from a PEP. On the other point, we
think there is probably a little bit more work to do on the definition of a PEP. Currently, does
it really make sense that the father of the representative of the Holy See to Montenegro is
really a PEP? Is that the person we should focus on? Or would a more narrow approach
maybe bring better results? That is probably the discussion we should have. For me, it is not
so much the need for an official PEP list that has to be updated all the time, it is rather what is
actually required from financial institutions when they do business with PEPs, who again are
not criminals. I think that it is also important to say that in this very room.

1-042-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – Regarding
this PEP list and what banking supervisors can do, I think that we have definitions, and we
know what it is, although we may be more practical. One issue that we see is that the
exchange of individual information between the various administrations in charge of, for
example, Anti-Money Laundering and CFT or financial crimes, even in the EU may cause
problems. Banking supervisors are used to working in colleges where they exchange
confidential supervisory information. When it comes to exchanging individual information,
the private information of individuals, clarity should be given, where this is possible, among
the supervisors in a cross-border manner, and depending on the exact scope of the
information. These three dimensions may cause some barriers to the full exchange of
information and some of our colleagues, the banking supervisors, do tell us ‘my other
colleague does not have the same empowerment regarding this exchange of information’, so
the chain is broken. This is where this individual exchange of information may be impaired.

1-043-0000

The Chair. The next to have the floor will be Mr Bernd Lucke. I should like to say something
first, Mr Lucke.

Mr Lennard will only be available during the next fifteen minutes.

– If anyone has a question for Mr Lennard after Mr Lucke, I would be happy to give that
preference.

1-044-0000

Molly Scott Cato (Verts/ALE). – Thank you very much, Chair. That is very considerate.
Obviously, international tax rules these days are made generally by the OECD under the
auspices of the G20, and this can look to some countries of the world something like a private
club. A major concern for us is the disproportionate influence that business interests have on
the OECD and member governments, particularly compared to the lack of influence wielded
by countries outside the G20. Just to give one example, in 2013 the OECD opened a
consultation on country-by-country reporting and almost 87% of the contributions came from
the business sector, with just 6% of them supporting non-public CbCR. Meanwhile, at the UN
level, the Group of 77 and China, representing 134 member states, has urged the United
Nations to take a greater role in global tax cooperation and to allow countries, including
developing countries, to have an equal say on issues related to tax matters. Of course, Mr
Lennard will be aware that on 9 June 2016, the President of Ecuador, Rafael Correa, endorsed
the proposal to create a world institution, a UN global tax body to eliminate tax havens, and
pledged to coordinate with the G77 countries to ban offshore secrecy. I was interested to hear
what you have to say about how this work is greatly under-resourced, so my questions are:
would you say that the corporate lobby is less influential in the UN, making the UN a more
successful institution to change the status quo, which perpetuates tax evasion and tax
avoidance across the world? Do you agree that states have entered into a kind of self-
destructive competition among themselves to see which jurisdiction offers greater secrecy
facilities or harmful tax regimes and that it cannot be up to the G20 countries alone to drive
international tax reforms? Do you share our impression after the Panama Papers that there is a
collusion between the world’s biggest banks, specialised law firms and consulting and
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accounting firms, which has led to the development of a global system designed to hide
money and avoid taxes through these offshore structures?

1-045-0000

The Chair. – Even though we do allow an exception, I would ask you to keep to the allocated
time for questions.

Last question in this round: Mr De Masi. Only one minute, please, not two.

1-046-0000

Fabio de Masi (GUE/NGL). – No, I would prefer to proceed in order, as I have more than
one question for Mr Lennard.

Okay, then here is my question for Mr Lennard: He has also addressed the importance of
country by country reporting. Or do I have to ask my question in English?

Mr Lennard flagged up the importance of country-by-country reporting. As we know, for
many developing countries transfer pricing is a very tough regime which they cannot
successfully administer. When the European Union is discussing its country-by-country
reporting and it wants to link it to a blacklist, would you recommend also putting the United
States on that blacklist? For now, the Commission has chosen the approach of not including
countries where there are problems at the sub-federal level, such as in Delaware or Nevada.
What is your view on that?

1-048-0000

Michael Lennard, Chief of the International Tax Cooperation Section of the Department of
Economic and Social Affairs of the United Nations. – I will respond briefly. I do not
specifically talk about particular countries, but it is very important that the country-by-country
reporting works for developing countries. A lot of developing countries are saying, for
example, that the threshold might be too high and that will be reviewed in a few years and so
forth. But I think it is very important that the information flows. One of the concerns that
developing countries have expressed to us is that the confidentiality provisions which I have
mentioned will be abused to protect national champions. There is always the risk that, in
relation to your national champions, you will not really want to give information that might
lead to them getting a bigger tax bill, which you might have to give the credit for.

So I think there are some systemic issues in country-by-country reporting – which is a very
good initiative – which need to be looked at. While not commenting on individual countries, I
will also just mention – because it is related – the issue of the influence of business. Of
course, business has an important part in the UN work, as well as other work, but we do need
to balance it. We try to balance it by NGO input and by developing country input. It is not
easy, because it is always easier for business to attend consultation sessions than it is for
people from developing countries, NGOs and so forth. So that is something we all have to
work on. Again, the DEVCO assistance that we have had has helped us try to ensure a
balance, to ensure that a subcommittee which is balanced in numbers is in fact balanced in
practice because the people from the NGOs and from the other developing countries can
actually attend it.

So country-by-country reporting is a very important process. I think there will be more public
... (sound loss) ... and these will realise it is in their interest to go public on country-by-
country. I think actually some of the pushback against it was not so much about the content of
the reporting, but about the concern that it was the first step in global formulary
apportionment.  So I think there will be more and more public disclosures of
country-by-country reporting and maybe eventually we will end up with a more global public
system of country-by-country reporting.
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1-049-0000

Chair. – Thank you very much, Mr Lennard, for your contribution and I wish you all the best.

1-050-0000

Bernd Lucke (ECR). – Thank you, Mr Chair, I will speak in German. My question is
primarily for Mr Thelesklaf and then perhaps also for Ms Malcolm. What has been said here
is essentially that the legal basis that we have is not that bad at all, and there have been
significant improvements recently. I am excluding for now the difficulties that you have
experienced with implementation and enforcement.

My worry is, however, that the laws we have are good, as long as our citizens adhere to them,
i.e. if they also actually disclose their real identities. But the problem we have realised; or of
which we are of course aware, is that many who are against the law just hide their identities.
They may have a friend who is a cellist and he appears for them. So they use front men or
false identities, counterfeit papers.

My question is: Do we have the right approach to deal with this type of law-breaking? Or are
we constructing a great legal apparatus which puts significant burdens on the reporting
institutions and law-abiding citizens, without enabling us to ascertain who the criminals are,
because they can still launder money under the cover of false identities or with the help of
front men? So my question is also: What is our experience so far with the improved
legislation? That question is also for Ms Malcolm, who has, of course, said that the OECD is
currently overseeing its implementation very scrupulously.

Can we now say from experience that it is easier to arrest criminals who launder money or
evade taxes because of the improvement in the law, or is it rather that we indeed have the
laws, but they continue to be flouted, simply because the law breakers can find ways of
ignoring the laws other than those they have used before – for example by using false
identities?

1-051-0000

Daniel Thelesklaf, Chair of the Council of Europe Committee of Experts on the Evaluation of
Anti-Money Laundering Measures and the Financing of Terrorism (Moneyval). – Thank you,
Mr Chair. Allow me to answer in German. Combatting money laundering is generally
demanding, and probably the most demanding part is actually knowing who is really the
financially legitimate beneficiary, this beneficial owner, as that is something which you
cannot usually check easily anywhere – such as the identity of the customer on a passport.

My approach or my experience is that you do not really see it until you look at the financial
transactions that a company actually carries out, for example. Who really profits from the
assets of a company, bank account or trust? You will find out this sort of thing not only at the
start of a business relationship but also by continuously monitoring a business relationship. So
you will only see the financially legitimate beneficiary – whether it be a cellist or a trumpet
player or a violinist, and there are lots of them – when you actually hear the whole orchestra
from beginning to end.

And therefore the question for me is who should really be responsible for establishing the
financially legitimate beneficiary, closely connected with the question of who actually sees
what a company such as this, for example, is doing. And that’s where we are probably talking
about the role of the financial institutions, i.e. the banks, who have this opportunity and
probably also have the relevant responsibility.

However, there are many things which are necessary for improving this system. One is of
course: Wrongdoing must be punished. I think we can do more there. In the past it was
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probably not considered a severe flouting of the system if someone did not adhere to the
regulations, and more can be done there.

The other is international cooperation. Money launderers disregard borders, and we as nation
states are often still tied to borders. Much has been done in the European Union to overcome
this. The new guideline is also very helpful. Of course we wish that these good measures
would be taken globally and not just in the Union.

One problem we have – and we honestly must address it – is the regulations on data
protection. They sometimes hinder cooperation. I know that is something which does not go
down well. As someone who is involved, however, I must say that we need to bring these
responsibilities into line. At present we have conflicting responsibilities when it comes to
combatting money laundering: On the one hand those who demand much greater
transparency, and on the other hand we have data protection regulations which expect exactly
the opposite. And we have the jurisdiction of the highest courts in the field of basic laws also
making restrictions. So here it is important, if we make new requirements, to bring them into
line – especially with data protection restrictions.

So we can still do more. I always say: You have to consider Sisyphus a lucky man if you are
combatting money laundering. And I’m sticking to that, too.
1-052-0000

The Chair. – From your experience in a position of responsibility in Liechtenstein you must
also certainly have encountered that in practice.

May I ask Ms Malcolm to speak briefly.

1-053-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – Thank you. I think my
colleagues made a very good point about the importance of cross-border cooperation, and also
to mention inter-agency cooperation on the domestic level between the different authorities.
Clearly, with each new law that is introduced, with each new obligation, there are those who
are looking to circumvent, so it is definitely a case of eternal vigilance being necessary. There
is no single answer to each of these problems, but I think with the standards that we have
today we have both the clarity and also the flexibility to ensure that when those attempts to
circumvent the standard are put in place, that we can detect those and that those can be
curtailed once they arise.
Louis Michel (ALDE). – First of all, I would like to make an introductory observation: in the
light of what has been said here, I feel that the effectiveness of our responses to tackle the
abuses that we are discussing today depends greatly – at least from my standpoint, and in part
from what you have been saying – on the willingness or refusal of the Member States, much
more so than on any elements of constraint, which, in fact, are few and far between. I am
referring to real elements of constraint when it comes to introducing changes. All of this
revolves around the notion of political will.

In politics, political will is not the spontaneous expression of virtue. I believe that political
will depends firstly on the pressure exerted on politicians. Therefore, I would like to thank all
of the bodies represented here today. To some extent, it is obvious that you tacitly exert
considerable and vital moral pressure on politicians.

Another brief note: I heard it said earlier that progress can only be made at European level if it
is also achieved globally. On the contrary, I personally believe that Europe could instead be a
pioneer, just as it has proven to be in other sectors. It would have an extremely important
knock-on effect and would generate appeal.
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Secondly: I have not heard it mentioned and should like to know more about what means are
available to you to target intermediaries more tenaciously. By intermediaries, I am referring to
those who inspire, encourage and promote those schemes, who are morally questionable. In
this respect, has there been any progress in reaching a common definition of tax evasion?

It was said earlier that there is a slight difference between tax optimisation and tax evasion.
Personally, I believe that the difference is even slighter than we might imagine. In fact, we are
rather cynically using the optimisation/evasion difference as an excuse. I think that it is
essential to agree on a definition of tax evasion. There is more to it than what we usually
mean by the term nowadays.

Thirdly: I strongly believe, Chair, that we should carry out a comparative study of the
legislation currently in force across European countries; this would enable us to update those
shortcomings and loopholes that not only allow our legal rules to be circumvented but also, to
a certain extent, prevent us from fulfilling our duty as legislators or Members of Parliament to
be morally vigilant.1-055-0000

The Chair. Thank you very much, Mr Michel. The study you mentioned is ongoing, and I
ask: Who wishes to answer first – Ms Jour-Schroeder? Ms Jour-Schroeder, can you answer
briefly to what extent Europe should be the forerunner?

1-056-0000

Alexandra Jour-Schroeder, Acting Director: Dir B – Criminal justice: DG JUST –
Directorate-General for Justice and Consumers. – I will be very short because my answer is
very clear. I fully concur with what Mr Michel has said that Europe has to take a lead. Let me
give you one, very concrete example I mentioned in my introductory statement, which are the
new rules the Commission has put on the table in July on continuing to reinforce the
identification of the beneficial owner. In our view, okay, if in the end we have this EU
legislation it would also be a very important trend-setting strategy for the FATF and other
bodies that are working in money laundering, but also on tax evasion in this global setting. So
the clear answer is yes indeed, we have to show in Europe that we can take the lead in these
questions.

1-057-0000

The Chair. – Yes, that is why Parliament also needs the Commission, because the
Commission has the right to take the initiative.

Who wishes to respond from the other side – Ms Vaillant? What can we do in banking
legislation to have better checks on the middle men?

1-058-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA) . – One of the
issues is to control better, understand better whether the intermediaries provide an
‘échappatoire’ (loophole) in the regulation and to things sort out among this forest which are
the beneficial owners, in the end. There is something which would probably be of highest
interest, which is to develop concrete standards on how to guide the financial institutions in
detecting these. At this stage, in the EU we will develop more concrete standards in the case
of exceptions. In fact, the individual business relationship, which is a very special case, and
also the associated enhanced CDD are, I would say, exceptions in the forest of the business.
What we do not have is the power to develop concrete standards when it comes to the
assessment of the business-wide risk relationship. The basic brick, I would say, to our
understanding, and given the exchanges that we have with banking supervisors, exemplifies
that the application in this case, still offers wide divergences as to how it is applied across the
Union itself. So we would have appetite to develop more concrete standards on how to make
this assessment on the business-wide risk altogether.
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1-059-0000

The Chair. – A Swiss bank in Singapore has just been closed on Monday this week because
of illegal activities.

Mr Thelesklaf could expand on this briefly.

1-060-0000

Daniel Thelesklaf, Chairman of the Committee of Experts on the Evaluation of Anti Money
Laundering Measures and the Financing of Terrorism (MONEYVAL). – Chair, just very
briefly, to support Mr Michel’s view on the importance of the role of intermediaries, I think
good examples that we have seen are that these intermediaries are properly supervised and are
tested for fitness and properness by their supervisor.

Maybe something that could be added on top of that is a requirement for financial institutions
only to be allowed to do business with intermediaries that actually are supervised. We do not
have such a rule at the moment and I think that would certainly bring a lot of advantages in
the future.

1-061-0000

The Chair. – Thank you very much, an interesting proposal.

Next on my question list: Fabio De Masi for the GUE.

1-062-0000

Fabio de Masi (GUE/NGL). Thank you, Mr Chair. Before I get to my question I just want to
declare my disagreement on one point so as to liven things up a little. Mr Thelesklaf from
MONEYVAL said that in the majority of cases shell companies were set up with completely
legal motives. But I remember very well a US -Senate report by Senator Levin in which banks
were asked: What is the position with your customers then? So, on the basis of anecdotal
evidence. What is the position with your customers? And the banks said clearly that they
assumed underhand motives in a large number of cases, more than 90% was their answer at
the time, I believe. And we also know that within the framework of the OECD – an Australian
professor carried out an experiment – establishing a shell company is sometimes the easiest
thing to do. So I admit that a lot has happened. It has, of course, been mentioned today, but
yesterday the representatives of the German Financial Intelligence Unit clearly stated: We
cannot work like this. We do not have a register of property or assets which we can access
centrally. Therefore I want to put a bit of a damper here on the anticipation that we are already
on the right path.

My question to the European Banking Authority: We now have cases where banks have raised
red flags when politically exposed persons were involved – there were ex--wives, Mr
Fonseca’s fathers-in-law, etc. They pointed out that they receive soft law as far as the banking
authorities are concerned.

But I would like to know in how many actual cases you tackled the banks after the Panama
Papers were published. So, how often did you actually tackle them? Secondly: The banks tell
me themselves that it would be in their interest to have better registers of companies, and
furthermore we have the problem that a nominee director can be put in the register.
Previously it was the banks who had to enter that, but now the companies themselves have to
do it.

Can you tell me why a company should not be in the position to name its actual owners?

1-063-0000

The Chair. – Two questions: First, Mr Thelesklaf’s brief remark about the intention of the
shell companies and then Ms Vaillant.



26 13-10-2016

1-064-0000

Daniel Thelesklaf, Chair of the Council of Europe Committee of Experts on the Evaluation of
Anti-Money Laundering Measures and the Financing of Terrorism (Moneyval). – I do believe
that we must be careful not to categorise too severely. Just as we should not say all politicians
are corrupt, simply because corrupt politicians exist, we cannot say there are illegal practices
in all companies or shell companies, just because they have no staff of their own. That is the
distinction. For example: In your last sitting you had the journalists involved here in the room.
One newspaper – I don’t want to name it at present, but it is public knowledge – is controlled
more than 25% by shell companies. I am sure that that is not a problem for this newspaper. I
am convinced that the public have no problem with that. So, just to give an example of how
these companies operate. As someone who is himself involved in combatting money
laundering, I do not think you can oversimplify this. But it is correct: The danger of abuse is
greater in companies whose owners are unknown.

How many factors contribute to the assessment of risk is an important factor, and I think we
must ask ourselves the question: What can we do to minimise this risk? That’s where we will
argue about the best solution. One is not necessarily always better than the other. It would
probably also be different in other countries; There are countries which have their own
problems, for example the property register which you mentioned. In principle it is correct
that greater transparency helps the authorities involved to expose cases of money laundering.
That is correct.

1-065-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – As regards
the actions of the EBA and the banking supervisors, we launched this request to our members
to refer to their banks and investigate the scale and the nature of the difficulties. This took
place late in the spring after the Panama Papers broke. What we know now is that almost all
of them have acted on this request and gone back to their banking sector. We will take the
findings from there.

As regards the enforcement powers of the EBA, those are very limited. What we do is peer-
reviewing of the local legislation that implements the EU law or some local complementary
regulations. This is against rules, some would say, what is written on paper. When it comes to
enforcing, say, even in the case of a breach of Union law, which is in the statutory powers of
the EBA, in the end one would say that we need a third party because, unless we are given
specific information, individual information, about this possible breach of Union law, we have
no grounds to start an investigation. This is not legally possible. So this bridging, from peer
reviewing the regulations and rules to jumping in where there is a breach of Union law or
investigating individual cases is, at this stage, dependent on the third party, including
Members of Parliament.

1-066-0000

Fabio De Masi (GUE/NGL). – But would you be able to tell us, at some stage, in how many
cases you did inquiries based on the Panama Papers? Okay, thanks.

1-067-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA) . – Yes

1-068-0000

The Chair. – If you cannot do that at present, perhaps you can let us do it.. Next in turn now
is Marco Zanni for the EFDD. Where is he?

No, excuse me. for the Greens Ernest Urtasun.

1-069-0000

Ernest Urtasun (Verts/ALE). – I will jump in on exactly the topic Ms Vaillant was
discussing with Fabio De Masi. I think it is very important to analyse to what extent we can
enlarge the capacities of the EBA to enforce the standards.
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I would also be interested to know exactly how many notifications and how many
investigations you have opened, not only directly concerning the Panama Papers, but on
money laundering cases in general in relation to banks. I do not know whether you have these
data here or you can provide to that committee, but I think that is very important.

Also in relation to this, there is the issue of the possible fragmentation of the different
institutions, I mean you have a leading role in coordinating the monitoring with ESMA and
EIOPA, if I am not mistaken; how does this coordination work? Do you think we have a
problem of fragmentation or are you satisfied with this, because I think that is also interesting
for us to know?

Finally, in relation to the intermediaries that you mentioned before, I think we are all pretty
much aware that the EBA in particular was not at that moment supervising law firms, legal
counsels, etc. Do you have any kind of power to do that and if not, would you agree with me
that we have a supervisory hole at EU level when it comes to supervising the activities of the
those kind of firms, because those are actually the biggest problems we are faced with: those
firms and their activities in relation to the Panama Papers?

So three very quick questions.

1-070-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA) . – Okay, so I
shall respond to three questions.

First the leads or possible investigations we have been doing. As I was saying, those are few
because this is contingent on specific information which would be delivered to us from third
parties, while we have no grounds or power to start on our own initiative such investigations,
except that we peer-review the rules – but nothing of a specific case, neither in a bank, nor in
a special intermediary. So there are cases, but they are few.

When it comes to the ESMA coordination, the AML and counter-financing terrorism actions
are mostly taken in the financial services industry through the so-called Joint Committee,
which covers all the sectors. This is where guidelines, in particular, have been delegated for
us to develop. I have to say there that to my knowledge only the EBA is allocating resources
to this work, and we have started with 0.5 persons there, and we have now reached a level of
0.8 persons dealing with this topic. And this is only in the banking sector, which is leading
there. But the coordination is fair, that is not a problem at all. It is rather a problem of
resources.

Regarding the possible lacunae of the supervision, I think investigating the general
business-wide relationship is where we should put some more tangible elements in the
regulation probably. Also, the obligation to cooperate on a home host basis needs to be
clarified. We think that we can exploit better what is there in the regulation, but we need to
clarify, so that each party feels really comfortable in exchanging information of all sorts. So
these are the two main areas where we would like to put strength.

1-071-0000

The Chair. – I would perhaps like to ask Ms Schroeder the first question again. Is there a gap
in the regulation of the middle men? We have on the table the Commission’s proposal of the
single member company, which has many correct features but also some questionable ones.
Can you elaborate on that?

1-072-0000

Alexandra Jour-Schroeder, Acting Director B2 – Criminal Law, Director B – Criminal
Justice, Director-General for Justice, European Commission. – I shall also answer in
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German. Well, I can add something on the framework of the money laundering guideline,
where it is also important to know who is in control of the non-financial institutions. In this
respect the money laundering guideline caters for the fact that it is the national authorities
who do the checks.

I believe it is also important to point out that we should not forget that we need structures in
the Member States for supervision on the spot. It is certainly fine if we look at this from the
European point of view and also see from our own point of view that the Member States are
doing the right thing. But I do not think it is possible take over the complete supervision in the
European Union without the Member States. But of course the Member States have to also be
aware that we are keeping an eye on what they are doing.

1-073-0000

Marco Zanni (EFDD). – Mr President, honourable Members, I would like to thank the
speakers for their presentations and contributions. I have two small sets of questions, and the
first is for the representative from Moneyval.

My first question is about the members of your organisation: You said that there are a few
more than 30. In your experience, which are the most virtuous examples when it comes to
legislation clamping down on money laundering and tax fraud, and out of the Member States
that they come from, which need to develop this type of legislation further; do you engage in
benchmarking and do you have any cases of best practice to refer to?

My second question regards the vicious cycle between politics and these cases that we have
seen emerge: the scandals that surfaced starting in 2014, namely LuxLeaks and then, to an
even greater extent, the Panama Papers, have shown the heavy involvement of political and
institutional representatives in these matters. Of course these same people are also often called
upon to legislate in this field. Do you think it’s possible to somehow break this link and
vicious cycle, and if so, how? It’s a million-dollar question, but I’m sure you have some ideas.

My second set of questions is for the representative of the EBA. You’ve already answered one
of them in your response to the question from my Greens colleague, but you said in your
presentation that the EBA has limited jurisdiction when it comes to investigating this type of
case; can you explain the procedure that you follow in greater detail? From what I’ve
understood, it’s a passive procedure, so unless you receive any reports, you can’t start any
investigations.

I would appreciate some clarifications on this. My second question concerns the financial
system, which, as we’ve seen plays an essential role in money laundering and tax evasion.
New technologies are now springing up and being developed, and I’m referring here
specifically to Blockchain and Bitcoin, which bring us another level of transparency and
independence in the traceability of payments and financial flows. This is very important. I
wanted to know whether the EBA has studied or is studying this type of technology and
whether this could be applied in some way in the future to combat these phenomena.The
Chair. – The longer the question, the shorter the answers will have to be. Who would like to
say something about this vicious circle? Please, Mr Thelesklaf.

1-075-0000

Daniel Thelesklaf, Chairman of the Committee of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of Terrorism (MONEYVAL). – Maybe to answer
your first question on whether there are good examples, yes, we have a number of good
examples. For example, some countries said we do not only supervise these company service
providers and these lawyers, we also want to know who owns them and we want to ensure
that people owning these companies are fit and proper. For example that goes beyond the
standard, and in that regard we think that is a good example.
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All our country assessments that we do regularly are public, including all the criticisms, and
this is probably why the governments of our Member States take this pretty seriously, because
we publish every part, every follow-up report, so you can see on our website how our
Member States are assessed. Logically we are probably more focused on criticism and on
deficiencies rather than a positive example, maybe we could do a little bit more also to
highlight and showcase positive examples.

Now has to who is following up on deficiencies, I think civil society plays an important role
in that regard, although we are sometimes pretty technical and we use a lot of abbreviations,
and maybe our reports are not overly user-friendly to be read. We do see an increased interest
by civil society in this topic and by the public at large and I think that that will help. And the
other –million dollar – question also has to do with the level of the rule of law in each
country. At the end of the day that brings us down to do we have, you know, money
laundering in a democratic society, which is more difficult than in a repressive system.
Certainly, one important thing is the autonomy of the competent authorities, so the financial
intelligence unit, the regulators and the anti-corruption bodies need to be working
autonomously, and that is tremendously important, and that is required under the standard. It
is also something that national parliaments play an important role in, not only to give them the
legal autonomy, the legal framework to work autonomously, but also to give them the
necessary budget and financial resources to actually do their job.

1-076-0000

The Chair. – The next speaker is Ms Isabelle Vaillant. Perhaps briefly: You have already said
that you have only 0.8 slots left. That is certainly not enough to deal with these questions and
challenges. As we are in charge of the budget we will have to discuss this again. Please
continue. Briefly.

1-077-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – Regarding
the limited enforcement power which had been given in the past to EBA, first I would like to
describe the positive background which is already there.
What the EBA could do is peer-review the rules, as I said. This has already brought
significant benefits. For instance, in 2012 we peer-reviewed the rules and application of
beneficial ownership. The cycle is such that we could then issue precise recommendations,
which we observe are now taken on board in the amendment proposals from the Commission.
So enhancement of the legislation can come from this and the peer-reviewing powers of the
EBA. In 2015 we also reviewed the suitability of members of the board of banks and how
they assess the risks that we are talking about. Hopefully this cycle can go on.

But to go beyond these ruling aspects, which are obviously formulated in a general manner,
and to go to specific or individual cases, then there could be a missing link because the
powers of the EBA do not empower us to decide on an own-initiative investigation.
Moreover, in AML matters, we are observers of supervisory colleges where confidential
information is exchanged. This is where we could take advantage of knowing more about
individual cases but, as I said, in these colleges the exchange of confidential individual
information is not easily possible. There are also borders and limitations there. So this is why
we have only rarely been able to pursue a special investigation.

Regarding the last point on using the blockchain and also supporting the development of the
new industry of bitcoins or other technological developments in the sphere of payment
services, we have tried to support the development of the industry and also to be alert on
launching vigilance abilities. This is why we issued special recommendations – to the
legislator in fact – on how to perhaps take advantage of the blockchain information
technology, which could support such a policy.
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Mario Borghezio (ENF). – Mr President, honourable Members, I’d also like to thank the
experts for their active participation and important contributions.

I have a question for the representative from the Commission: Is the Commission aware of
what has surfaced – and has been published on the Organized Crime and Corruption
Reporting Project (OCCRP) website – on the frightening state of affairs when it comes to tax
evasion and dirty money laundering involving high-ranking officials, including magistrates
and politicians, of Kiev, through the ‘Ploshadka’ system– apologies for my pronunciation of
the term – which involves large-scale trafficking and members of the high judiciary, including
a former Vice Public Prosecutor no less.

The country is knocking on the doors of Europe, and we are monitoring it in light of this
information, as these revelations have not resonated in the same way as those of the Panama
Papers. This brings me to my first question, which, I might add, I would have liked to put to
the representative of the UN body which I have already mentioned and was granted
jurisdiction to investigate as a body by the complaints made here at the European Parliament
by Mr Costa, who quite bluntly said that ‘the entire system behind the huge flow of dirty
money from international drug trafficking passes through the international banking and
financial system’. In addition to anyone who can say whether any steps forward have been
taken following these complaints, I will address my question specifically to the representative
of the EBA, as in his various interventions, it seems to me that he somewhat played down the
institution’s role, and – although I could have misinterpreted his explanations – I think the
EBA is actually at the heart of monitoring activities in light of these revelations.

I don’t want to use the term ‘scandal’, so let’s just say the huge ‘anomaly’ that has come to
light in the EBA’s monitoring of Deutsche Bank, as I would like to remind all observers that
during its stress test, the EBA pretended to ignore that one of the founding elements of the
evaluation of the situation of Deutsche Bank was the anomalous, irregular taking into account
of EUR 4 billion from the sale of a holding in a Chinese bank, which did not take place in the
year, as it must have done per accounting rules to be considered. This acted in the favour of a
large systemically important bank. I hope it is not the case that similar favours have been done
for banks in the past, favours which could easily lead us to suspect the involvement of the
Chinese mafia, Italian mafia clans, or drug trafficking, perhaps with links to terrorism. They
are not being protected because this trafficking, as also shown in the Panama Papers is not in
drugs. We don’t hear about it, someone covers it up. Have these activities also become a part
of the European banking system?The Chair. – You have had 3.5 minutes asking questions or
providing explanations. There are only 1.5 minutes left for answers. The UN representative is
no longer here. We will interview the banks in the next session, as I promised before, so now I
ask: Who wishes to respond to our colleague’s comment? Ms Malcolm, you are best
connected internationally, especially when it comes to the questions connected with the
international view and the OECD rules. Are you ready?
Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – I am afraid I could not hear the
question clearly, we had interruptions in the audio.

1-081-0000

The Chair. – O.K., good, or not so good. May I ask: Is anyone prepared to say something?
We are producing a verbatim transcript. Everything you say will be in the transcript, so that
we can assess it afterwards, even if we cannot find an answer now.

If no one wishes to respond, we will go on to the next speaker. Next is Ms Jour-Schroeder.

1-082-0000

Alexandra Jour-Schroeder, Acting Director: Dir B — Criminal justice: DG JUST —
Directorate-General for Justice and Consumers. – Well, on the first part, I think the concern
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was preoccupation raised about the high level of criminal activity when it comes to corruption
and money laundering and what we can do. We have very limited competence at the EU level,
but nevertheless I think there is some good news since we are also preparing from the side of
the Commission for the first time ever, a new instrument to criminalise money laundering and
to set also a common framework of sanctions. This will be a minimum harmonisation, so we
have to start modestly, but in my view it is already a very good step forward that we would
have also common definitions on what money laundering is and how Member States would be
obliged to punish it, including also imprisonment and criminal sanctions, because there the
dissuasive effect is certainly very important.

1-083-0000

Luděk Niedermayer (PPE). – So we are talking here about different concepts and we must
understand the difference. There is a difference between illegal and not nice but legal activity.
There is a difference between anti-terrorism financing and the tax issues. And there is also
very important difference between the regulation in past and the regulation now. So we must
understand this in order to see if we really need to change the framework of the law, of the
standards, or if we need to implement them better. But we have made a start.

I have three rather simple questions. The first is for Caroline Malcolm from the OECD. You
said that the framework of exchange of information on bank accounts is very robust. So my
question is: is it really very robust from the point of view of beneficial owners, because we
are not interested in the legal owners of the accounts but the beneficial owners?

The second question I would like to put to Daniel Thelesklaf from MONEYVAL. Do you
agree that the concept of beneficial ownership, especially an exchange of information on bank
accounts, is sufficiently robust?

And the third question is for EBA and Isabelle Vaillant. Quite surprising in our previous
hearing was that the guys who were involved in the Panama Papers were not actually
travelling to South America or to some secretive hotel to sign the contracts, but they were
offered by the bankers on the corner to be actually involved in the business. So I wonder if
this was surprising for you and if this is something that highlights the need for better
enforcement of the regulation.

1-086-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – The beneficial ownership
standard that has been adopted for the automatic exchange of information standard is the
FATF standard. So there is consistency there and there is a robust standard, which requires the
relevant financial institution to know who the beneficial owner is behind any nominee
directors and behind any shell companies that are put in place between the owner of the asset
and the financial account itself.

I would just recall again that this Common Reporting Standard was only promulgated in 2010.
Countries are in the process of implementation right now. Exchanges only begin next year so
it is a work in progress but, in terms of the standard itself, yes it is robust, including on
beneficial ownership information.

1-087-0000

Daniel Thelesklaf, Chair of the Council of Europe Committee of Experts on the Evaluation of
Anti-Money Laundering Measures and the Financing of Terrorism (Moneyval). – Thank you
for your excellent question: Is the exchange of information good enough? In international
cooperation we always still come up against borders; there are still improvements to be made
here. In a money laundering case I quickly need reliable information on the people in charge
of a particular company. I do not need this information about all the people in charge of all
companies in all countries. I need it quickly, reliably, about one company, from one particular
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country. And that brings us back to the question: Do the authorities which I am speaking to in
this country actually have this information? And that brings us back to the question: Does the
company itself have the information?

And if I ask in a country who is in charge of this company, and the country says: We don’t
know that either – so not: I cannot give the answer, but: I myself don’t know, and some of
these countries have already been mentioned in this room today – some quite large ones –
even so, we must not ask ourselves how we can exchange information better, no, we must first
of all ask ourselves: What are we doing to make sure these countries have this information
themselves? So I believe we are at present unfortunately not yet at the stage of needing to
discuss an improvement in the exchange, but primarily the availability of the information.

1-088-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – Regarding
the fact that it was bankers on the corner providing such services, we want to stress that, given
that the special business relationship which can be set up in some cases – for instance where
there is private banking – and that this relationship provides the opportunity to develop a
closer and dedicated relationship with the management staff of the bank, there is also a need
to protect the policy that the bank has set up in its actual internal implementation, because the
staff are very close to the customer. This is a special tracking that we now require in the
guidelines, but these guidelines are very new and we will develop this in the internal
governance request that we formalise towards the bank.

1-089-0000

Paul Tang (S&D). – I would like to come back to an earlier part of this discussion. What we
see is, of course, that capital is global. You can hide assets anywhere in the world, and so we
need a global approach. It is not just about the standards, but about implementing the
standards. But of course the key question is will everyone not only be able to implement the
standards, but also be willing to implement the standards? So what we need to do, if we have
a global approach, from my point of view, is to include the possibility in our thinking that not
every jurisdiction will cooperate.

I have a particular question to the OECD. Are you willing to entertain the idea of a global
register that could be global but also exclude other countries that are not willing to cooperate?
I want to have a clear answer on that from the OECD as to whether that is a possibility.

My second question goes to Isabelle Vaillant. We were discussing earlier the problems with
banks and what they cannot do, but do you also see that banks are willing to take on, for
example, the issue of tax avoidance? They claim to have corporate responsibility, they have
public responsibility and they are supported in the end by taxpayers; we know that. Do you
see them taking their public responsibility? Do they also convey to you what they can do
more? They have a very special position in this system of tax avoidance and money
laundering. They see more than you and I do. Can you tell us more about what their role could
be and what they say their role can be?

1-090-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – That is a very good question. At
the moment, we are looking at all options and we are working with FATF and the Global
Forum in terms of what the best way is to ensure the availability of reliable, high-quality,
up-to-date beneficial ownership. So I think it is too early to rule out any options, whether that
be a global central register or any other option.

If I could just give you a concrete example of the challenges, for example, with the global
register, you have the issues of maintenance of the register, how often the information is
updated, who verifies the information that is obtained, the quality of the information, how
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regular is the obligation to keep it up to date, and then who has access to that information in
terms of a public register, access between government authorities, just as some examples. I
think that the answer, very simply, is that there are no easy technical solutions, but we are
working on looking at what the options are and then being able to work out from there, once
we have those options on the table, the best way forward.

1-091-0000

The Chair. – Please, do come in again, Ms Vaillant.

1-092-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – It is
important to us to accompany banks’ willingness, to develop their attention and to support
their internal policies. So, to be very concrete, this is the type of guidance that we develop
towards them. The higher the fee you get, the closest and widest the relationship you have
with your customer, the more vigilance you will have to develop. I would say that this is even
measurable. This is what we will put in the internal governance guidelines that we are
developing. Something that we are thinking of – but of course there is a cost – is whether we
should not ask for independent oversight of the business relationship manager, to the extent
that they are dedicated to some customers. That would come as an independent function.
Tom Vandenkendelaere (PPE). – I shall ask my questions in Dutch, and I would actually
like to focus on the synergies that we could still create between the supervisors. Perhaps, in
this respect, first a general question, for instance with regard to the list of countries that
present a high money laundering risk. Considering the close link between tax evasion and
money laundering, would it not be advisable to include countries that might qualify as tax
havens too? In the same way, stronger customer due diligence measures in the battle against
money laundering could also be applicable here.
Then, in that connection, I have a specific question for Ms Vaillant: a question about possible
synergies between prudential control of financial institutions and monitoring of compliance
with legislation to tackle money laundering. Within the banking union today, prudential
control has, to a considerable extent, been transferred to the ECB. The monitoring of
compliance with legislation against money laundering, however, still remains the
responsibility of the national supervisor, and this sometimes creates conflict over regional
borders when foreign subsidiaries are involved. My question is therefore: would it not perhaps
be simpler or better to transfer the monitoring of anti-money laundering legislation to the
ECB as well?
And another question that I have for Ms Malcolm: In one of your answers to the question of
why some countries have not pledged to become members of the CRS, Common Reporting
Standards, you replied, Ms Malcolm, that it was because they were not financial centres or did
not have the necessary capacities. But if we consider that Hong Kong, Abu Dhabi and Qatar
also fall among these, we may well question the validity of the statement. I would like to hear
your reaction to this.1-094-0000

The Chair. – I must say briefly: Ms Jour-Schroeder has now had to leave. However, we have
a representative of the Commission here. Mr David Schwander is available in case there is a
question for the Commission. Who would like to answer? Ms Malcolm again?

1-095-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – I will just mention briefly that
the names of all the committed jurisdictions are available online. They do include Hong
Kong, as in the example given, as well as the United Arab Emirates. So those jurisdictions
that were mentioned have made that commitment and will be implementing the automatic
exchange of information standard. All the names of the countries are available online.

1-096-0000

The Chair. - O.K., it will be useful. Would anyone else like to answer? Ms Vaillant?
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1-097-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – I think the
question and illustration about the ECB role regarding anti-money laundering and
counter-terrorism financing empowerment is very typical, because the Commission insisted
earlier that it is a role of the Member States to transpose the legislation.

We know that the empowerment for this policy to be implemented is very diverse across the
EU. Some would fully empower a banking supervisor and some would not and would go to an
independent authority, a police authority or a judicial authority. This diversity is very typical,
and this is where we may fail in exchanging good information or applying coherent policies
and more convergent supervisory approaches.

I think it is up to the eurozone to think about how to deal with these matters, especially for the
Banking Union. For us, we would insist at the Union level, that there is sufficient clarity given
to the options for good exchange of information among all the authorities, whatever their
status, at Member State level.

1-098-0000

The Chair. - We have now heard from all the pre-arranged panel of speakers from the parties.
We have now reached the catch-the-eye session. The rules are simply shortened: one minute
for the question, two minutes for the answer. We still have enough time. I have received four
requests to speak so far. Who else? David Casa? I cannot read your name, madam. Anyone
else? Yes, yes, you are down. Then I shall close the list. Eva Joly first.
Eva Joly (Greens/EFA). – I have several questions. The first is for Ms Vaillant.

You said in your speech earlier that shadow banking was a source of money laundering.
Please could you give us a specific example illustrating how the money market can be or has
been used for money laundering purposes? As you will be aware, this house is in the process
of developing new regulations on shadow banking. Perhaps we could incorporate certain
measures and, in particular, ban operating from tax havens, which as yet is not included in the
text.

Numerous banking scandals are ongoing, and I would like to be reassured that, when we
discover, for example, that in Spain dozens of people had Bankia credit cards that were
debiting unknown accounts, an investigation will be carried out to find out whether that bank
was money laundering, particularly as Bankia had received around EUR 20 billion in public
funds and has bankrupted 300 000 savers.

Likewise, we learned two days ago that Royal Bank of Scotland bankrupted 16 000 small
enterprises just so that the bank could take their assets. I would like your opinion on this
matter.

I would then like to say, to the Moneyval representative, that to me it is an affront that you
have said in this chamber, where we are investigating 240 000 structures created by a single
agency or lawyer, in a single tax haven, that, for you, the Moneyval representative, the
majority of these structures are legitimate. It is because we have not defined such things over
the past 30 years that it was able to prosper.

Lastly, I would like to address Ms Malcolm, the representative of the OECD. I would like to
know if, in your opinion, the 101 states that have signed the agreement for automatic
exchange of information by 2018 at the latest will indeed be ready by that date?The Chair. –
This is how I see it: You have spoken about the banks, and we shall be examining that in a
session of our own, so Ms Malcolm has one question remaining. Please proceed, Ms
Malcolm. Briefly if possible.
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1-101-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – Certainly. There is a lot of work
to be done – there is no question about that – to get the 101 jurisdictions ready on time. So far
we are on track though, and some of the common instruments that are being developed, like
the common transmission system, are helping provide group solutions to these common
problems. So at this stage we are on track and will be keeping people updated if there are any
changes.

1-102-0000

The Chair. Thank you, Ms Joly. We will deal with the other questions in the other session. I
trust that you understand. That was of course more a statement than a question. The EBA
representative certainly cannot be expected to cover it, with 0.8 speaker slots. So, Ms Maite
Ruiz next – please.
Maite Pagazaurtundúa Ruiz (ALDE). – Thank you, Mr Chair. You are all here acting in
your capacity as leading international experts on money-laundering and tax evasion, among
other serious crimes, or as members of supervisory bodies. You are top experts and, what is
more, you have said that we must be very practical and pragmatic, and must strive to stay one
step ahead of crime rather than behind it. Therefore, with regard to the international exchange
of information commitment that will enter into force in 2017, among other issues, I should
like to ask you all one very simple question. In the interest of empiricism, have any of you
looked into what lies behind the leak of the Panama Papers? Have any of you ordered your
teams to look at all of the tricks and loopholes, from the inside, and identify them? Since you
have the ability to understand the rules better than anyone, have you identified all of the tax
loopholes, or at least started to identify them?Isabelle Vaillant, Director of Regulation,
European Banking Authority (EBA). – We requested from the competent authorities – the
banking supervisors, members of the EBA – to investigate at national level. This is what they
are doing and what they did during the summer. I will bring their findings along. Something I
would like to add is that, if you were to focus on tax evasion or tax optimisation, this is a very
new matter. It was put in the legislation for the first time, I think, eight years ago, but to go
into all these nuances and define this all much better will take a lot of energy to be specific. I
think this is somewhat new territory to specify.
Bernd Lucke (ECR). – I would like to address Mr Thelesklaf and ask a follow-up to my
question about false identities or front men. You spoke about the difficulties of establishing
the beneficial owner. You said we would have to go down to the bank level, but I wonder:
Can the bank do that? I remember – I’m speaking now about terrorist activities – as far as I
know one of the Paris attackers had seven different identities, a fact that was established after
the terrorist attack. It was the police who found that out, not the bank of course, where he
perhaps had some amount of money for preparing the attack.

Also front men: We know the case of Putin and his cellist. We have no idea whether the
cellist passed on any money to Putin. We have only concluded that Putin could perhaps be the
beneficial owner from the fact that the cellist was in Putin’s entourage.

But what if a terrorist has an impersonator who is not a famous cellist, but a completely blank
slate that we have no idea belongs to this terrorist’s entourage? How can we prevent this? My
question is essentially: Do we have the right approach when we talk here about legislation in
the area of transparency and automatic exchange of information, or do we need to discuss
police and intelligence gathering methods and how we can strengthen these in order to reach
the people who hide their identity illegally?

1-106-0000

Daniel Thelesklaf, Chair of the Council of Europe Committee of Experts on the Evaluation of
Anti-Money Laundering Measures and the Financing of Terrorism (Moneyval). – Thank you
very much for your question. Of course the use of front men is a very common method. If I
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don’t want anyone to know what belongs to me, that my car belongs to me, I will bring in
someone else. However, it’s just that criminals also want to enjoy the advantages of their
assets and take great pleasure in doing so. That means that as a criminal I do not cut myself
off so completely from the assets either. Well, the front man could certainly do something
with them that I would not like. In other words, I will be able to appoint a front man, a man or
a woman, but in the course of time I will, nevertheless, also want to have my share in these
assets. So, if we supervise the business relationships, when we are given the opportunity, we
will be able to establish who is really in charge. This is the only way I can see of finding out.

The issue is: Would the authorities have to do it? Now, I don’t think my understanding of the
state is that you can give the authorities the means to pursue one and all. I believe our
approach must be based on risk; we try to understand where the greatest risks lie and put the
most resources there. That will not mean being able to pursue every possible risk and then
ruling some out, but I believe, especially in the field of terrorism, we are learning more and
more where the risks lie. We must cooperate much more – as authorities, but also with the
private sector – in order to reduce these risks more accurately and then to put in the resources
where we think the risks are greatest.
David Casa (PPE). – I would like to address my question to Mr Thelesklaf. It refers to the
question asked earlier by Mrs Gomes, which I found really interesting – though not your
reply, unfortunately.

In Malta we had the only EU Minister involved in the Panama Papers scandal. To identify a
Minister as a politically-exposed person was quite easy, but we also had another
politically-exposed person involved, who was the Chef de Cabinet of the Prime Minister
himself. Now a Chef de Cabinet controls a lot of political power. What I would like to ask
you is how can we have a system where these politically-exposed persons are immediately
exposed and stopped from doing any illegal or secret deals? I think we need to have a better
system than we actually have today. That is my question.

1-108-0000

Daniel Thelesklaf, Chairman of the Committee of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of Terrorism (MONEYVAL). – Many thanks for your
question. You will accept that I cannot speak on a specific case, of which I have no authority
and little knowledge, but certainly we should not forget that, if somebody is not a
politically-exposed person, it does not mean there is no risk. That is not the meaning at all.
The instrument for defining politically-exposed persons only says that banks and others have
to apply enhanced due diligence with these persons. It does not mean that they cannot do
anything with regard to others. If somebody has a senior position in government, it is exactly
as you say –the question actually is whether he has access to funds. Can he use his influence
for important decisions that have an economic advantage? So it is not necessarily the person’s
title – whether he is an ambassador or a Minister or not – but it is rather a question of whether
he influences political power. For a financial institution, domestically, that is probably easier
to recognise. Internationally, it is probably a little bit more difficult to recognise, but a lot of
companies can also provide such information – commercial companies sell it for money –
which financial institutions can use. We strongly recommend financial institutions to use that
information.

How can we help the financial institutions to detect abuse? Well, asset and income declaration
systems are one good example of this. Many countries have that. They oblige their senior
politicians to declare their assets and their income and to make that information available, at
least to financial institutions. That is an instrument that is widely regarded as being very
useful.
The Chair. – We will deal with the details later here. I now have another three ‘catch-the-
eye’ speeches, before asking the two rapporteurs for concluding statements. First Juan
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Fernando López Aguilar of the Social Democrats, then Ms Schlein, Chair of the DEVE
Committee, and finally Ana Gomes.
Juan Fernando López Aguilar (S&D). – I would like to address my question to
Mrs Vaillant, representing the European Banking Authority.

I understand the main use of this first round of meetings of this inquiry committee is to
provide us with the tools to understand the complexities of tax evasion and tax illusion.
Actually, we have learned something about aggressive tax planning within the European
Union and among European Member States, but little is known – and seldom told – about the
complexities of some aggressive tax planning within the United States, in relation of course to
their business firms here in the European Union, namely in Delaware and Nevada. We have
heard about it, we have read about it, but we know little about it.

So I would like to have your short answer as to how we can get to know more about the
factual dimension of those rulings set in Delaware and Nevada within the United States.
Second, is the legal basis under argument or political dispute within the United States? Is
there some prospect of changing the status quo, as it stands? Is there any political debate
within the United States concerning this aggressive tax planning within the United States to
make profits from those Delaware and Nevada schemes?

1-111-0000

The Chair. - Sir, of course these are difficult questions which we cannot burden the EBA
with. Perhaps there is someone who would like to give an answer. Not Mr Thelesklaf. Ms
Vaillant, can you give an answer? Cooperation is actually a question we must tackle when we
decide our follow-up agenda, or can Ms. Malcolm say anything about it on behalf of the
OECD?

1-112-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – No, I would
not be in a position to answer that precise question. I would just like to bring one piece of
information to the table, which is that, in banking regulation at least, there was a concrete
adjustment in 2013 – I think it is quite recent, and to be precise I think it came from the
Parliament – so that we have a special eye on offshore financial centres.

This is the concept that we can rely on. It is not defined, I have to say, but this is also what we
use to require higher vigilance from banks, in particular when there is this dedicated service
that they provide to their customers which includes fiscal planning, for instance. But at this
stage it is about how we can frame the regulation.

1-113-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – Just briefly, on the US, as I
mentioned earlier, there is a political commitment to move towards a reciprocal exchange of
information, as they have under the FATCA legislation. We have also seen some progress this
year with the announcement in relation to single member LLPs and greater transparency
around those particular types of entities in the US. So, as I mentioned earlier, I think we are
looking to continue to work with the US, but also with all other jurisdictions, in moving to a
global level playing field on transparency.

1-114-0000

The Chair. – As far as coordination of financial legislation with the USA is concerned, the
Commission is actually shared with another DG. We have a meeting with Commissioner
Moscvici and we will ask him this question because he is leading the international
negotiations on cooperation – that will be as a supplement. Then may I invite Ms Elly
Schlein. She is the coordinator for the Development Committee. Please proceed, Ms Schlein.
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1-115-0000

Elly Schlein (S&D). – My question is for Mrs Malcolm. Thank you for making it clear that,
alongside a good European system, we need to work on a more effective global system.
Otherwise, if we only take half steps, we will create incentives for others to continue to use
tax avoidance and tax evasion practices.

Mr Lennard spoke about the need to involve developing countries on an equal footing. That
was something that this Parliament already asked for in a resolution voted last year. The
anti-BEPS process is a great step forward but, at the same time, we know that, when shaping
these instruments, more consideration should be given to the particular needs and situation of
developing countries. For example, in CRS, the reciprocity clause may cause some problems
to some developing countries and may in fact exclude them in the end, because we know that
the lack of capacity, which we have spoken about, strongly affects some developing countries,
which do not have the staff and the technological information and expertise needed to have
the same kind of information.

What do you think about this? Do you not think it risks excluding developing countries,
which could benefit – and we could benefit as well – if they could participate fully in an
exchange of information standards?

1-116-0000

Caroline Malcolm, Senior Counsellor and Advisor to the Director and Deputy Director of
the Centre for Tax Policy and Administration of the OECD. – I certainly understand this point
about the need to ensure global reach, particularly on automatic exchange of financial account
information, and to have this reciprocity. I think it is important to understand here that we are
working very closely with all interested developing countries which do want to implement
that standard, so that they are able to fully participate and have access to the information, and
also to exchange the information that they have with other partners.

At the same time, it is also really important to understand the technical constraints. The same
technical capacity that you need to be able to provide the information to other partners in a
usable form also reflects the technical requirements you need to be able to receive the
information and also use it effectively. It is not sufficient to simply provide a tsunami of
information to countries in a form that they cannot use effectively to understand what is
actually going on, for example, behind transfers of funds. They need to be able to receive the
information in a usable format and have the analytical capability to actually make use of it.
Simply to provide the information and then to ask why nothing has been done, because they
have got the information now, is not good enough. We need to make sure that all countries
have the capacity to receive it at the technical level, but also then to use it in an effective way.
We are working very closely with all interested developing countries which want to move
towards that standard as quickly as possible to be able to get there.

1-117-0000

The Chair. – The last question in our session, and then I would like to ask the two
rapporteurs for a brief assessment, after which we can close today’s meeting in good time.
Please, Ana Gomes.

1-118-0000

Ana Gomes (S&D). – I am one of the Members of Parliament who has been submitting
complaints to the EBA, and I hope the EBA has been conducting investigations. I sense that it
has. Actually these complaints have regard to several questions, but very obviously a PEP
who happens to be the daughter of the President of Angola, who cannot open bank accounts in
most European countries, but in some countries, like Portugal, they own banks and get money
from those same banks to buy more companies. In that particular case it is not just the banks
that ought to exercise ‘know your customer’ duties, but actually the central bank and the
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government, who obviously know; this is a very ostensive PEP. What do governments and
central banks actually tell you about their own responsibilities, and indeed supervising?

Mr Thelesklaf, so-called ‘golden visa’ investing programmes are very obvious conduits for
money laundering and for abetting corruption, namely for having it invested in property in the
EU. Have you been able to make some investigations into that?

1-119-0000

Isabelle Vaillant, Director of Regulation, European Banking Authority (EBA). – On the first
point, regarding the investigations by the EBA on some special cases that you submitted, yes,
this is a case which illustrates where we can act when we are given precise information, so
this is going on.
.

1-120-0000

The Chair. – We have now come to the end of our question session. 21 colleagues have had
the opportunity to ask questions. We have had very competent participants in today’s
discussion. My express thanks to everyone: Ms Malcolm who was connected by video
conference, Mr Lennard who had to leave at eleven o’clock, the Commission, but especially
the three participants sitting here on the platform. Many thanks for your expert advice. As we
will have a verbatim transcript, we will be able to analyse the points which possibly needed to
be read between the lines. My sincere thanks, and now to a concluding statement from the two
rapporteurs who have been present throughout. Mr Kofod first.

1-121-0000

Jeppe Kofod (S&D). – Thank you, Chair. Please allow me also to thank the participants for
what I think was a very enlightening discussion. There is a lot for the PANA Committee to
follow up on your answers.

Let me be very brief here, at the end. We talked about the need to establish ultimate beneficial
ownership registers that really can cover that area more efficiently than today. I think that is a
really important point to take away and that we need to look at. Maybe the legislation is there
but it is not implemented or enforced in the most efficient way. When it comes to
intermediaries – banks, law firms, accounting firms and so on – I think it is important to see
whether our supervision is sufficient. We talked a lot about the European Banking Authority,
but others as well. I think we need to look into that even more deeply, and also the legal
restraints – what we can do on a European level or on other levels vis-à-vis Member States’
competences. I think that is important.

I just want to say one thing more. Mr Theleslkaf, you said something very important, which is
that it is one thing to establish the ownership and also, for example, to have automatic
exchange of information and cooperation between countries’ jurisdictions, but in order to
really understand what is going on, you need to see the transactions between different entities
– between the shell firms or individuals’ bank accounts and so on – so that in that web of
transactions you can discover what the relationships are between the people who own the
entities. I think that is important to take away. I wonder what we can do in that respect. Do we
have an instrument that can settle what kind of relations we have between these people who
own this type of offshore companies and so on?

In the Panama Papers, it is clear, if you read the book that the journalists drafted, you can see
that to establish the relationship between different players, different people, there was big
investigative work that they had to do. So I think we still need to ask ourselves whether we
have sufficient resources to do that. I think that is a major takeaway.

Finally, I just want to say that the action on the global level that many people have mentioned
is so important. I think you can play a crucial role there, to be the front runner, but I think we
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need to press, at a global level, for a much more efficient implementation of the standards that
we have talked about today.

1-122-0000

Petr Ježek (ALDE). – My colleague, Jeppe Kofod, spoke about the substance. I will speak
more about the procedure.

First of all, thank you very much for the interesting comments. I think that we can take a
number of the points you have made as input into our discussion on the possible
recommendations of our committee. If we can still, on top of that, get something in writing, it
would also be appreciated.

The other issue is that, when we get the recommendations right, it will not necessarily mean
much if we are not able to get the recommendations implemented. Therefore, I would also ask
for your possible assistance in that area, because I think that we will all need to team up and
exert some pressure in favour of getting as many good recommendations as possible
implemented.

Thank you very much, Chair, and thank you very much to the guests.

1-123-0000

The Chair. – Once again thank you to everyone. I must thank the interpreters, but above all
our speakers. It was an interesting meeting which we will analyse intensively, and I can also
announce under Point 5 that our next consultations take place on 8 November in Brussels with
Commissioner Jourová and on 14 November with the authorities responsible for control,
implementation and prosecution, such as Europol, Eurojust, OLAF and others, and that we
have not yet fixed the date firmly, but intend to interview Commissioner Moscovici, who is in
charge of financial market legislation and tax legislation, together with the outgoing Slovak
President and the incoming Maltese President on 1 December about the implementation
programme to date and in the past.

Once again, thank you very much. So, if there are no more requests to speak, I can close the
meeting 13 minutes early. It was a successful sitting on the whole. Thank you.

(The sitting closed at 12.20.)


