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1-002-0000

IN THE CHAIR: WERNER LANGEN

(The sitting opened at 15.10)

1-003-0000

The Chair. – Good afternoon, colleagues. I would like to open today’s sitting. Again we have
more languages than members available. It’s Monday afternoon. As you know, getting here is
not easy for many of our colleagues. I hope that, as at previous hearings, more colleagues will
arrive.

I would like to welcome you all and make two short preliminary remarks. I have already made
the first point about languages. Secondly, you have been sent the documents and they are not
available here. We will stream the whole hearing on the Europarl website. Are there any
comments on the proposed agenda? No, then it is adopted. Point 2 relates to the minutes
which were sent to you. No comments there either – then they are also adopted.

That brings us to point 3: the public hearing on money laundering and tax avoidance. What
compliance issues are there, what rules are there, and how can they be introduced and
monitored? That is the topic for the first half.

We have divided today’s public hearing into two halves. Firstly we will hear from the
European authorities. To that end allow me to welcome Giovanni Kessler, Director General of
the European Anti-Fraud Office (OLAF), Simon Riondet, senior representative of Europol
and representative of Europol’s FIU.net, and Klaus Meyer-Cabri, German member of the
College of Eurojust, welcome to you all.

Before we begin, I would like to make three further preliminary remarks. Today is our fourth
hearing. We are in the process of forming an opinion and making preparations for our first
working paper. We have already spoken about journalists and international standards, and
today we want to gain a better understanding of the functions and roles of the regulatory
authorities which work on EU legislation on money laundering and on tackling tax fraud. In
addition, we wish to assess what measures are needed to incorporate, for example, the third
and fourth money laundering directives more effectively in legislation, given what we have
learned about the Panama Papers. The third important point is that we would like to receive
suggestions for our own work, for our final conclusions.

We have – as I said before – split the panel into two: In the first panel we will hear
representatives of the EU institutions, while in the second panel we will approach the
problems at the national perspective with representatives from national authorities.

I would like to make three further preliminary remarks. Firstly, we have invited the Financial
Action Task Force (FATF). This is an intergovernmental body, of which the Commission is a
member, which observes and assesses global developments and changes regarding money
laundering and combatting terrorist financing. We haven’t found anyone so far who is
prepared to come to our hearing. I therefore invited the chair of the organisation last week and
asked him to make a suggestion for one of our forthcoming hearings. That is important, not
least because the Commission in particular refers to the work of the Financial Action Task
Force in many of its proposals.

Secondly, we have invited the Swedish Supervisory Authority, the Finansinspektionen, to
attend our hearings. We have been informed that they have set up their own committee of
inquiry in the Swedish Parliament. They would like first of all to conclude this work in the
committee of inquiry in the Swedish Parliament, and then they will inform us of its
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conclusions. In fact, they are not able to give the European Parliament more information than
the Swedish Parliament or provide us with this information sooner.

And the third: the Danish tax authorities, whom we have also invited and who received a CD
on 29 September with the names of five hundred to six hundred Danish taxpayers, bought for
EUR 800 000, are in the process of informing those persons as part of their investigations.
They said that they will be able to come at a later stage in these proceedings.

Those are my three preliminary remarks, so you can see that we have tried to invite more
institutions to this or the next hearing, and I hope we manage to do so in the future. So once
again I would like to welcome our three speakers, whom I’m sure you’re all familiar with:
Giovanni Kessler, Director-General of OLAF since 2011. Mr Kessler was an Italian public
prosecutor before he was appointed Director of OLAF. He is well known here in Parliament
because he has been involved in a number of debates, accountability reports, and so on. I
would also like to welcome Simon Riondet from France once again, the representative of
Europol, and Klaus Meyer-Cabri, from the College of Eurojust, who will speak as a German
member of the College.

We have agreed on the following rules: the speakers received questions which they have
answered. The questions were sent to members at somewhat short notice, but they are
available. Friday was a holiday in Belgium, which delayed things a little. We normally have
ten minutes for introductions by each of the three speakers, and then we will have a five-
minute question and answer session with the members of the committee. First of all I would
like to give Mr Kessler the floor.

1-004-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – Thank
you very much distinguished Chair and honourable Members for this invitation to the
European Parliament at this public hearing. I would like to say a few words on the work of
OLAF, that OLAF has already done on the Panama Papers file and also some few words on
policy suggestions on the basis of our experience.

As you are aware, OLAF investigates frauds and irregularities affecting the European Union’s
financial interests as well as the serious misconduct of staff or members of the European
institutions and bodies. These are our investigative tasks and we also have a mandate to
contribute to develop EU policies to counter fraud.

In exercising our investigative mandate, OLAF generally uses all open-source information
available. In recent years we have invested quite a lot in acquiring state-of-the-art tools to
analyse and process information coming from open sources. So when the Panama Papers were
published, OLAF analysts quickly realised that the documents could bring interesting leads in
the fight against fraud and corruption and also potentially on misconduct of EU staff.

Therefore, on 9 May 2016, as soon as the International Consortium of Investigative
Journalists made the data of the Panama Papers available, OLAF downloaded the Panama
Papers public database which contained the names of almost 430 000 entities, namely persons
and companies. These data were publicly available.

What we did is to check whether the following three categories had in any way been linked to
the offshore companies exposed in the Panama Papers. We have taken three categories. The
first category is staff and members of the EU institutions. I will be more precise on this. The
second category is experts providing services in the course of EU projects and beneficiaries of
EU funds. The third category: persons or entities that had been already involved in OLAF
closed or ongoing investigations.
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I will be more precise on these three categories. We have checked whether in the 430 000
names of companies or persons made available by the Panama Papers or linked to the Panama
Papers there were any names falling into any of the three categories names above. So we have
checked whether in that 430 000 names made available there were staff and members of the
EU institutions.

What kind of staff and members of the EU institutions? We have put in our system the names
of the EU staff which held senior managerial functions, the names of all the Commissioners
of the present and of the previous Commission, the names of the directors-general, mine
included, the names of the directors or executive directors of all the agencies, the names of all
parliamentarians, 810 in total. I know that you are less than 810 but over the years it appears
there are changes. So, publicly available data.

And then we also put in the names of the staff categories across the European institutions
considered to be at higher risks. These concerned staff for whom the applicable regulatory
framework considered independence to be of the utmost importance for the particular tasks
they performed. For instance, budget administration, procurement officers, inspectors. All
these names have been put together by us and checked whether any of these names were
linked or were contained in the 430 000 Panama Papers names made available.

The second category of data that we have put together, as I said, is the experts providing
services for EU projects and beneficiaries of EU funds. The third is the persons and entities
that had been involved in closed and ongoing OLAF investigations.

The purpose of our analysis was, therefore, not only to uncover any fraud against the EU
budget or serious misconduct of the staff or members of the European Union, but also to
identify any systemic vulnerability of the European Commission’s programmes with a view to
correcting it. So we have carefully weighed the proportionality and necessity of this exercise.

Overall, OLAF looked into around 40 000 persons and companies pertaining to these three
categories. I can tell you that more than 50% of these 40 000 names of persons or entities are
linked to the third category, namely persons or entities already involved in OLAF
investigations. You understand why we did it because we could have had more information or
relevant information for our ongoing investigations. So we have checked whether, within the
430 000 names made available publicly by the Panama Papers, there were any of these 40 000
persons and companies. I repeat, more than 50% of the 40 000 were persons already under
investigation by OLAF.

And so it has not been a very simple exercise. The first step, which took more than ten days,
was ‘cleaning’ the data, as it is called in forensic language. By that we mean that OLAF
analysts fixed any possible inconsistency of the data. To give you an example, a Slavic name
when translated from the Cyrillic to the Latin alphabet could be spelled in different ways and
all these kind of checks, which are not that obvious.

And then the data, the 40 000 names of entities, were imported into a specially created
database that helped our analysts to identify persons, companies and their relationships. The
software automatically flagged identical matches or semi-automatic near matches based on
spelling variations. And then the analytical exercise undertaken by OLAF resulted in a limited
number of real matches, 17. Of the 40 000 we found 17 matches altogether, a very low
number compared to the large number of individuals and companies we cross-referenced. And
this, I think, is definitely a good sign for the EU institutions.
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It should be noted that several of these hits concern persons or companies already subject to
OLAF investigations prior to the publication of the Panama Papers, that is more than 50% of
these 17 matches were already entities or persons which are or had been under OLAF
investigation. Of course, this added information was useful for these investigations.

Therefore, on the basis of our analyses, which I just outlined, and also on additional
information related to the Panama Papers but obtained by other sources, OLAF opened four
investigations, as I already informed this committee in writing. Of course, since these
investigations are still ongoing I cannot give further details on them. Let me just emphasise
that the fact that OLAF is examining these matters does not mean that the persons concerned
are guilty of any offence. OLAF fully respects the presumption of innocence.

Still, allow me to say that we only have access to very little information, namely the
information made publicly available on 19 May. Compared to the wealth of data contained in
the Panama papers it was just the tip of the iceberg that we could inspect. There are still more
than 11 million supporting documents which have not been made available. Maybe I should
add ‘yet’ in parentheses, as I heard something about the Danes, but no such documents are
available to us and, to our knowledge, they have not been made available to anybody. They
contain emails, powers of attorney and bank accounts. So there are not necessarily more
names, but we might find something more interesting; this is beneficial ownership which is
hidden in the mandates of the documents that have not been disclosed.

This is the work of OLAF. Now I try to go very quickly, if you will allow me another minute,
Chair, on some policy thoughts. You know that the European institutions adopted recently, in
2015, the Anti-Money Laundering Directive, revising the regulation on information
accompanying transfers of funds and ensuring due traceability of the transfers.

Then, in the wake of the terrorist attacks in Paris, the Commission set up an action plan urging
countries to transpose the directive by the end of 2016. I could not be more supportive of this,
we badly need it. Moreover, in July 2016 the Commission proposed further amending this
Directive to enhance – and this is very important – the powers of the EU financial intelligence
unit, the one you mentioned Chair, and facilitate their cooperation. The units would have
access to information in centralised databanks and payment account registers. Member States
would have to establish central data retrieval systems to identify holders of bank accounts
and, of course, this is badly needed.

But what I want to add here is, whilst all this is extremely valuable, these are all extremely
valuable developments, their scope seems to be still quite limited. It is important to share
financial information in order to prevent tax evasion, money laundering and to curb terrorism,
but it is equally valuable –and I would say necessary – to trace the proceeds from fraud-linked
activities, money which often helps finance organised crime.

So what I am suggesting is to take a step further. If you have to create a national bank account
registry we should have these standardised, interconnected, easy to use and available not only
to the Financial Intelligence Unit but to all EU Enforcement Agencies. Moreover, these
databases should be available to access during investigation of all economic crimes. Why only
on tax evasion? Why do we distinguish tax evasion, money laundering, terrorism and not for
other purposes like corruption?

By the way, it sounds a bit artificial to distinguish corruption from money laundering, from
tax evasion even from terrorism. These are connected crimes. And by the way, it is also
difficult to say at the very initial stage of an investigation if something is money laundering,
or just tax evasion. This is the way Europe often works, I am afraid. So if there is an
emergency, terrorism, people say ‘let us do a directive on terrorism’. There is tax evasion, ‘let
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us do one on tax evasion’. In our view, these steps, which are very important, should be
extended to all economic crimes.

1-005-0000

The Chair. – Thank you, Mr Kessler. You have provided a detailed report about what OLAF
has done. The results so far are not, in terms of numbers, particularly groundbreaking, but we
will make further enquiries about what we can do. I would now like to give the floor to Simon
Riondet for Europol.

1-006-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – Distinguished Chair,
honourable Members, thank you for inviting Europol to this public hearing. On 3 April 2016
the International Consortium of Investigative Journalists revealed the existence of leaked data
from the internal servers of law firm Mossack Fonseca. The amount of data being leaked is
reportedly in the area of 11.5 million files, approximately 2.6 terabytes of storage space,
spanning over approximately 40 years from 1977 until 2015 and containing reference to
hundreds and thousands of legal and natural persons. Hereafter we will refer to this data as the
Panama Papers data.

On 9 May 2016 the ICIJ made available to the public a database containing almost 320 000
companies that are part of the so-called Panama Papers leak and an earlier, similar event
called Offshore Leaks. The database is available for online queries, but also for download for
offline use. Hereafter we will refer to this as the database for the Panama Papers.

The exact process of constructing the Panama Papers database is not clear, as it seems that
ICIJ used some internal administrative and log files belonging to Mossack Fonseca, and is not
the results of the analysis of the overall 1.5 million leaked files. Through random checks
against this database, it was established that some entities who were previously linked by the
media with the Panama Papers leak do not appear in the database, raising questions
concerning the amount of data available for queries. Furthermore, there is no information
available concerning bank accounts, means of communication, or other contextual
information. Nevertheless, Europol proactively downloaded the Panama Papers database and
did a check against its own databases for detecting common entities.

The results of the checks were the following. We have 3 469 probable hits. Country packages
are ready to be sent out, because countries need to assess and confirm the hits. Many links
with organised crime groups were identified. Not surprisingly, the economic-crimes-focused
Focal Points scored very high in the number of hits, with Focal Point ‘Sustrans’ having the
lead with 1 722 hits, Focal Point ‘Antique’ in the third place, and ‘Smoke’ with 260 hits.
Surprisingly, Focal Point EEOC, on Eastern European Organised Crime, scored the second
highest number of hits with 516 hits, maybe suggesting an affinity of Russian-speaking OCGs
towards using the service of the Mossack Fonseca firm. Worrying is the presence of focal
point ‘Hydra’, in charge of international terrorism, at number 6, with 116 hits.

The scope of offshore companies registered by Mossack Fonseca exceeds their beneficiaries’
privacy concerns or tax fraud attempts. The main point here is that we can link companies
from the Panama Papers leak not only with economic crimes like money laundering or VAT
carousels, but also with terrorism, Russian OCGs, drug trafficking, THB, illegal immigration
and cybercrime.

As for the country providing the information generating the hits, the UK scored highest with
1 377 hits, but this could be tied up with the fact that they are the main quantitative data
providers in suspicious transactions reports to Focal Point ‘Sustrans’. Lithuania’s third place
can also be linked to the strong presence of Russian-speaking OCGs within the leaked data.
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Just days after the Panama Papers data was revealed in the media, Europol proactively asked
all our partners if they opened or intend to open investigations in relation to the Panama
Papers. A few countries reply positively while many more showed willingness to start an
investigation, depending on the availability of the data. Europol also attended the meeting
organised by Eurojust regarding the coordination and ongoing investigation in the Member
States. Unfortunately, the released Panama Papers database and the media reports are not
enough in many countries to start formal investigations, and the refusal of ICIJ to provide the
entire set of data hinders many investigations. Europol is also not in possession of all the
Panama Papers data. Once in its possession, we would be able to embed it in our regular data
flows and procedures and this would result in a systematic exploitation of a wealth of new
intelligence which could constitute breakthroughs in many investigations that were previously
hindered by the secrecy associated with most of the offshore companies.

Europol remains available to support further needs from the Member States regarding the
investigations.

1-007-0000

The Chair. – Thank you, Mr Riondet. Your last remark was particularly interesting, as we
still do not have full access ourselves. You will be able to draw further conclusions from the
full assessment. In any case, it is interesting that you have 3 469 potential matches. The focal
points which you mentioned are also very interesting. Thank you. I would now like to
welcome our third expert, Klaus Mayer-Cabri, German member of the College of Eurojust.
Mr Mayer-Cabri, you have the floor.

1-008-0000

Klaus Meyer-Cabri, German member of the College of Eurojust. – Thank you, Chair. Dear
members, first of all many thanks for inviting me here today. As national member for
Germany I wanted to say a few words to you in German, but as the elected Vice-Chair of
Eurojust I will now switch to our official language, English, and continue in that language.

First of all, let me introduce a bit what the role of Eurojust in money laundering is, and then
come to the points where we have identified legal problems, but also practical problems, in
the cooperation. Eurojust stands for the EU’s judicial cooperation unit. Our mandate is to
stimulate, speed up and improve the coordination of investigation in prosecutions, and also
the cooperation between the competent judicial authorities in Member States. Cooperation
through coordination is what we basically do, and this is not limited just to mere Member
States but also to third parties, that is to say in this case Panama would be a possible
cooperation partner. It is important for you to know that we are working at the request of the
public prosecution offices of a Member State. So we are not investigating ourselves.

What tools do we have for our work? The first one is the coordination meeting. A
coordination meeting, in very simple words, means you bring together the involved parties,
the national public prosecution offices or courts or police forces, and they discuss a case from
the start to the end, agree what they want to do, which kind of problems they have to solve,
and of course they share the information they have available. Most importantly in these kinds
of meetings you create the trust between the public prosecution offices which is absolutely
essential to work together.

On top there are what we call coordination centres. These are centres to organise joint action
days where on one day, in several jurisdictions, certain kinds of penal law measures are
carried out. This is to seize goods, to arrest persons, to search houses, all coordinated in one
go. And additionally, we do finance and support the running of joint investigation teams. A
joint investigation team is in simple words a legal assistance agreed in advance which opens
the way for real-time information exchange and real-time actions.
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How is Eurojust involved in money laundering? We have seen in our case work a huge
increase of cases since 2012. In 2012 we had 148 cases on money laundering; we are now
standing at 285 for this year which is still ongoing. Money laundering, and here I fully agree
with Giovanni Kessler, appears very often as a cross-cutting offence; it is linked in particular
to fraud, corruption, organised crime gangs, drug trafficking and terrorism. So it is a bit
artificial if we separate these issues.

In our case work we have seen that in 57 coordination meetings, money laundering issues
were discussed, and 12 JITs were set up specifically to fight money laundering. 57
coordination meetings in 285 cases gives you an idea how very important the coordination is:
nearly a quarter of all money laundering cases need international coordination.

What kind of problems have we encountered, and how could they, possibly, be solved? The
first ones are delays in the execution of requests for mutual legal assistance. Sometimes this is
extremely time-consuming when it involves multiple sub-requests like banking information,
tax information, transaction data, details on assets and real estate, statements of witnesses or
suspects, which in some Member States very different authorities are competent for, so you
sometimes need, even within the Member States, another kind of coordination. There is very
often no single coordinating authority in these Member States to execute letters of request.

Quite recently we had a very good case which shows you the added value of Eurojust. The
Czech colleagues had an ongoing investigation on tax evasion and money laundering. The
damage was in the region of EUR 25 million and they knew, or had discovered, where the
account was: the account was in Austria. Only through the quick coordination at Eurojust was
it possible to seize these EUR 25 million on the Austrian account and it was just in time
because the guy, the perpetrator, who was at the time in the United Kingdom, had already
given the orders to transfer the funds. Two or three hours later the money would have been
gone and probably you would not have got it back. Only because the Czech colleagues and
the Austrian colleagues liaised directly at Eurojust were they able to seize these EUR 25
million on the account.

The differences in judicial systems are a problem, especially if it comes to different kinds of
definition and elements of what tax crime actually is. There are rules whether a tax crime is
actually a criminal offence or just an administrative offence. Is it a positive act you have to
do, is it by omission, or is it by both? Is it dealt with the administrative bodies or judicial
authorities? All these kind of elements can hamper investigations cross-border.

Possible conflicts of jurisdiction could turn up especially if an investigation is ongoing in one
territory and they want to ask another Member State for assets to be provided or seized; this
might be difficult because they have to wait until the first investigation has been done.
Transfer of proceedings could be difficult as well. The same applies to the freezing of assets
and the confiscation of proceeds of crime, which is of course always an important element: go
after the money, hit the perpetrators where it really hurts, and this is the money trail. Here the
application of the dual criminality test has caused difficulties in the past, and again delays can
arise if these kinds of questions come up.

I have given you a huge case, the Vertigo case, on the questionnaire. Here, just to give you an
impression what it means if you coordinate: only from Germany, in this one case, you had
600 letters of request which needed to be sent out, coordinated and implemented. So we can
imagine that this kind of size is really difficult. Therefore, the early involvement of a body
like Eurojust is quite essential. In the Panama Papers we had a coordination meeting, which
was a kind of kick-off meeting, which was very important. What we have seen here is that in
a case of such importance and size, it is sometimes difficult, even from a financial and
logistical point of view. I will give you an example: a normal coordination meeting costs less
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than EUR 8 000. The coordination meeting in the Panama Papers cost EUR 60 000. And this
is a challenge for any organisation. What needs to be done is, again, the effective
communication between the involved authorities. I think this was the first ever possibility
where the national public prosecution offices could talk to each other, could exchange
information, could participate on the basis of the knowledge others had already acquired.

If we want to cooperate with Panama there are ways of doing it through the coordination
meeting, but what you have to see is that we have no new EU legal instrument enabling the
facilitation of mutual letters of request. Some Member States have bilateral agreements, there
is a short way of communicating with Panama, but you have to see that the diplomatic
channel is slow and complicated, so what we need to do is pool the European resources and
expertise; the platform for that is Eurojust, and we are going to do this. We have in the last
week, or in the last days I should say, sent a letter to Panama to invite them for a coordination
meeting, and we note here what the Attorney General of Panama said: he expressed his
willingness to work internationally and to cooperate.

In conclusion, I think Eurojust’s role is quite vital in the fight against money laundering and
tax evasion. Legal and practical problems can arise and make it extremely difficult
sometimes, but without coordination I do not believe that we can even overcome these kinds
of problems. All in all, I would say this is definitely not the time, taking Panama and other
cases into account, to cut the finances and/or staffing levels at Eurojust; rather the reverse,
they need to be increased.

1-010-0000

Jeppe Kofod (S&D). – Thank you for your presentations, and also your written answers to
us: very useful information. So let me jump to the first question right away. First to the
Eurojust representative: you said, if I remember correctly, that one quarter of money-
laundering cases need international coordination. Would you in this regard have any specific
recommendations, now that the European Parliament is revising the Anti-Money-Laundering
Directive? Maybe you have some specific advice to us in that situation?

Then to the panel as such: many of you, also in your written answers, alluded to the barriers
for cooperation between police and national authorities and so on. So would it make sense to
create a standardised central register in the EU, accessible to Member States, with the
minimum levels of information delivered from national authorities? Would this be a way to
go? I ask this both to OLAF and also to Europol.

More specifically to Europol: in your written answers, I think a lot of fruitful and important
information is there. You said that Europol only receives scattered information from Member
States, Member State police decide if and when to contribute to cases, and there is no
minimum threshold decided. So how can we ensure much better cooperation between
Member States, and that they will send the relevant information to Europol? Do you have any
concrete suggestions for that? Are you meeting any barriers, that you want to share with us,
with some Member States?

1-011-0000

Klaus Meyer-Cabri, National Member for Germany, Eurojust. – Thanks very much. I cannot
really comment on the revision of this directive. But what is important here and why I
mentioned these numbers is that the nature of money laundering is such that a national
authority will not be able to get a grip of the transnational nature of this crime.

So you need to be put in a position to cooperate with your partners in the EU and with third
states, which are very often involved. And if you do not have a platform to do this then it
becomes extremely difficult. Especially in cases where you talk to third parties, the power of
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the EU is completely different if you pool the resources. If 28 states are talking at the same
time with another partner this is something different to a single one talking.

This platform is Eurojust, you already have it. But what needs to be ensured that this kind of
work can be done in a proper way, and this requires –unfortunately – money. I have given you
the cost for a coordination meeting and if you do several of these the budget for a
coordination meeting is very quickly depleted, and on top of this you need the staff to do this.
My plea would be use the existing platform to maximum effect, especially in this kind of
cases.

1-012-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – Thank you for your
question, the suggestion for increased cooperation. I think money is always either the goal of
organised crime or a necessity for terrorism. Therefore it has to be in the centre of our
investigation, and I think the Dutch Presidency and now the Slovak Presidency are focusing
quite a lot on financial investigation.

Therefore, what could be the way forward? I think that we have to convince more FIUs to
share their STRs with Europol. As mentioned, just a few of them – seven – are contributing
STRs to Europol, through focal point Sustrans. I think it is really important that more of them
do this in order to have a wider picture of what is happening in terms of suspicious
transactions in the EU.

How are we going to address this? We started embedding the FIU.net unit this January, and
we are now seeking interoperability between this, a very effective network, and the other law
enforcement agencies with Europol. I think that is essential.

How could there be increased cooperation? I think we have to eliminate legal boundaries to
the exchange of information between different types of agencies, and the European Parliament
can probably help us here. It is now absolutely necessary that FIUs are able to exchange with
law enforcement agencies and custom agencies from foreign countries in a swift and simple
manner, without any restriction from their national legislation. And connections that can be
made in a centralised way with Europol can provide a very interesting overview and help
investigations in the different Member States.

1-013-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). –
Regarding the regulation on the directive on money laundering, what I think is absolutely
essential is to approve the Commission’s most recent proposals for amendments, of 16 July,
which foresee the possibility of all the FIUs having access to the databank of each Member
State.

Secondly, what I called a step further – which is not foreseen for the time being in any
proposal for amendment – is the suggestion, which could possibly be supported by
Parliament, for this databank to be made accessible to all EU law enforcement agencies, as
my colleague said, and also to OLAF.

1-014-0000

The Chair. – Thank you. The second co-rapporteur will now speak. Mr Ježek is not here. He
asked to be represented by Louis Michel from his own political group.

1-015-0000

Louis Michel (ALDE). – Mr Chair, yes, I am standing in for Mr Jezek, who unfortunately
could not be here today.

Some initial comments for our three speakers: thank you very much for coming.
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There has been a lot of talk about coordination among yourselves and coordination as a
whole. I have the impression that coordination is very often ineffective and, in any case, that it
requires a considerable amount of time and effort. I would appreciate your thoughts on that.

Secondly, I wish to comment on the speech made by Mr Kessler, who raised an interesting
point with regard to bank account registers.

My question for you, Mr Kessler, concerns an issue often raised in certain circles: does
privacy protection legislation constitute a barrier to your research and even to your
coordination efforts? It would be interesting to have your point of view on this matter, as
privacy protection is very often used as justification for preventing the release of information
or simply as a means to spark principled debates, which nonetheless strikes me as serious.

Thirdly, and I think it was you who tackled this issue as well, we always draw a distinction
between money laundering, tax evasion, fraud and even tax optimisation.

But I think they are one and the same. What I mean to say is that we draw distinctions
between – and even confuse – definitions, and concrete definitions are lacking. To a certain
extent, that weakens your role and your work. I would thus like to address my question on this
point to all our speakers: has this been given any thought? I have already asked this question
several times, as the issue seems to be ever-present: will we eventually have one single
definition for all these concepts which essentially overlap?

Whether an individual is responsible for tax evasion or tax fraud, they are still guilty of a
serious crime. I do not really see the distinction with regard to money laundering. We talk
about money laundering all the time, and some say that we should even start from this angle if
we are to achieve results. So I think it is important as well.

1-016-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – Data
protection is something which is needed, so privacy protection is obviously needed; it is
among the fundamental rights, and is covered in our legislation both at national and European
level. The point is that the legislator sometimes also has to coordinate, because sometimes the
regulations on data protection are done one way in one investigation then differently in
another, and there are sometimes contradictions or a lack of clarity in the law, which causes
problems for us.

This issue is not data protection as such – we fully support and follow it – but sometimes it is
not clear in the legislation. And this applies in particular to OLAF whose nature is not that
clear in the European legislation. It is an administrative body and follows all data protection
rules applicable to all the other offices of the Commission. But, on the other hand, it is also an
investigative body which must follow all rules for investigations, whether criminal or
otherwise. These rules sometimes conflict with the rules for administrative bodies. So it is not
the data protection as such which is a problem, it is an issue of clarity in the legislation. So
legislators have to take decisions on this.

On the last part of your intervention, Mr Michel, I am in favour of a non-fragmented approach
in legislation on data protection. I agree with you on the necessity for definition, but the issue
with money laundering goes beyond a lack of clarity in its definition. Money laundering only
exists – as you know very well – when there is another crime, because you only launder
money when you have another crime. The proceeds from another crime are what is laundered.
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It is rather strange that we can only investigate on money laundering without having the
possibility of using the same data as evidence on the prior crime. So what we would need is a
non-fragmented legislative approach.

1-017-0000

Othmar Karas (PPE). – Chair, I have a quick question for all members of the panel. We
have the journalist platform, the International consortium of investigative journalists, and I‘d
like to ask you: How do you cooperate with this platform? Have you asked them for current
documents? Have you received these documents and to what extent do you feel that all
documents were made available to you?

1-018-0000

Klaus Meyer-Cabri, German member of the College of Eurojust. – My answer is perhaps the
least satisfactory, but the simplest, as Eurojust does not conduct any enquiries; we merely
coordinate. That means we do not work with this platform. If anyone, it would be national
public prosecutors that work with them, but not Eurojust as an institution.

1-019-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – As for Europol we
cannot have direct contact with ICIG. We are working in support of the Member States, and
we need the Member States to transfer those data to keep them in our databases. We were
only able to cross-check against the available databases. We cannot ask the ICIG to provide
us with those data, our data providers are the Member States.

1-020-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). –
Differently from my colleagues, we are an investigative body. So, in fact, differently from my
colleagues we got in touch with them. So, as I said, first of all we worked on the publicly
available data, 430 000 entities, which were made available to everybody. Then we got in
touch with them.

We managed to meet representatives of them on our premises at OLAF. It was a very
interesting meeting. And we have also asked for the remaining documents which have not
been made available and which would, of course, have been very useful for our investigations.
The answer has so far been ‘no’. We do not, of course, have any power, we cannot impose
anything, but we can at least ask; the answer so far has been no.

And the main reason, I understand for this negative answer is that disclosing all the
documents might expose the source to the risk of being identified. In any case, whatever the
answer, we did not get them. And we do not, of course, intend to pay anybody, as apparently
the Danish tax authorities are doing. But the documents are not even being offered to us.

1-021-0000

The Chair. – Yes, in our first journalists’ hearing we were told that protecting sources was
the main reason for holding back. Thank you, Othmar, we still have a minute and a half if you
have further questions.

1-022-0000

Othmar Karas (PPE) – Yes, I do have one. I understand the problem. It is important for us
to know that not all the documents were supplied and for the previously mentioned reason
there was no further supply of documents, but the first two speakers clearly pointed out that
the public prosecutors can provide information. How does cooperation with the public
prosecutors and the investigating authorities in the Member States work, and can you confirm
that information was passed on to you from them?

1-023-0000

Klaus Meyer-Cabri, German member of the College of Eurojust. – I would like to refer you
to the presentation by the investigating public prosecutors and police authorities. They can
definitely tell you more about it than me.
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1-024-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – So far we have not
received much. It took us some time to analyse the data and to arrive at this number of 3 469
hits. Those country packages are going to be sent this week and, therefore, we expect the
different Member States to reply and provide us with new data. So we are in the process.

1-025-0000

Ramón Jáuregui Atondo (S&D). – Mr Chair, I would first like to ask about the relationship
between the Agencies and the national administrative and fiscal agencies. Some, including Mr
Riondet, have mentioned feelings of reproach towards the consortium of journalists owing to
the extent of the information they provide and what they have not been prepared to divulge.
But we are here thanks to them. The Panama Papers exist because of them. It does not seem
very fair, then, that we are here discussing whether they should release more or less
information, when they are the ones who sounded this social alarm in the first place.

In this connection, my question to Europol in particular is whether the Member States should
be responsible for providing us with the information we lack. They should provide what
Europol needs to continue with this investigation. That is my first question.

The second I wish to address to Eurojust: Have any countries asked for support from Eurojust
in investigating the Panama Papers? That is to say, given that its role is to coordinate
prosecuting authorities, has any national authority called on Eurojust to address the
information available Europe-wide relating to the Panama Papers?

Finally, my third question: what is your relationship with the investigating bodies of the
police and tax authorities in the US? The US has the power to close banks if money
laundering is detected or if they are found to have a connection with the crime. My question
is: what is your relationship with these authorities?

1-026-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – Regarding the ICIG,
no reproach has been made to this consortium. But, as an agency that provides support to the
Member States, I only hope that the Fourth Anti-Money Laundering Directive and the further
amendments on beneficial ownership and the centralised bank account registers will then
enable the Member States to provide us with this information. We are really happy to
investigate whenever an offence is committed, but, of course, we rely on the Member States
for this.

1-027-0000

Klaus Meyer-Cabri, National Member for Germany, Eurojust. – Thank you very much for
these two questions. With regards to Eurojust yes, indeed, we were asked to support national
investigations. I am sitting here as a national member for Germany because the first demand
came from the German authorities. So this was how Eurojust got involved and then all the
other Member States in the Union got involved.

Regarding United States cooperation, Eurojust has a cooperation agreement with the United
States, and the United States, alongside Switzerland and Norway, are the only three countries
who have posted a liaison magistrate at Eurojust. Cooperation is based on this agreement, and
it is basically as if it is a Member State. So we are working extremely closely together with
these three countries.

1-028-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – I am
afraid neither we nor the Member States can get these eleven million missing documents
which are in the hands of the journalists. The point is I think no one has the power. No one
has the power to seize them, for sure not OLAF, but not even the Member State authorities. It
is very difficult for them to have the competence and to have the legal means to apprehend all
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these documents which would be a possible source of evidence of further crimes, because
there is an issue of legal competence to do so, and maybe because we do not know where
these documents are.

So the only thing is to come to terms with them. Actually we all started our investigation
because they decided spontaneously to make part of this documentation available, so the only
possible way that I see is to further negotiate with them – I do not know if the Danish way is
the best way – but to further negotiate with them in order to get the full picture which would
be much more fair.

1-029-0000

Pirkko Ruohonen-Lerner (ECR). – Mr President, the proposal for the new Anti-Money
Laundering Directive contains many welcome initiatives for improving the transparency of
information regarding real owners. However, the proposal also has loopholes, such as the
possibility of naming company directors as company owners when no knowledge of the
identity of the real owners exists. In addition, using trusts to hide holdings would be possible
in the future, if the trustees are located in tax havens outside the EU.

As experts on this field, what are your views of these loopholes? How could the directive best
ensure access to information about the real owners? If the loopholes regarding owner-hiding
are not closed, what effect would this have on international anti-money laundering efforts?

As my second question, I would like to ask which EU institutions’ staff members came up as
matches in OLAF’s data cross-referencing. What kind of positions do these people hold and
how extensive financial responsibilities do they have? Were any structural vulnerabilities
within the systems of the EU institutions discovered?

1-030-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – Maybe I
will start from the end, say the second question. No, the results of the analytical investigative
work we have done so far shows that there are no structural vulnerabilities in the EU staff’s or
the EU institutions’ way of working. Actually, as I said, only 17 hits, out of 40 000 names that
we have put into the system and cross-checked to the 430 available, is a very limited number,
and after our selection work we have opened only four investigations because the rest of the
hits were referring to investigations already done or ongoing by OLAF.

So actually it is a very low number. Only eight hits were new information for us, and out of
the eight only four resulted in opening an OLAF investigation because after further analysis it
turned out that they were just hits, so anonymous cases. So very few cases. I would say that
the results of our analysis and investigative work so far shows that there are no vulnerabilities.
On the contrary, there is a high degree of cleanliness among the European institutions and
European institution staff. And by the way, out of four investigations, only one of the four
investigations is on EU staff so it is a rather low number.

1-031-0000

Maite Pagazaurtundúa Ruiz (ALDE). – Mr Chair, I would first like to extend my
compliments to all those present. This is the first session at which I have felt that we are no
longer merely reflecting upon the matter at hand, but are beginning to take concrete action.
All the suggestions we Members have received will be taken into consideration when
developing legislation.

I’d like to begin with a question for Mr Riondet: which of the Member States has sought
support from Europol in their investigations into the leaked Panama Papers? Are there plans
to create a dedicated EU centre of expertise for tackling tax fraud, in accordance with Article
4(1)(l) of the Europol Regulation, which is due to enter into force next year?
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For the OLAF representative, Mr Kessler: we were very pleased to hear of the integrity of
staff and the College of Commissioners, and you also spoke of the 17 matches found by
OLAF, unfortunately including a former Commissioner – for Competition, I imagine.

But we must also consider a very complicated aspect, which is that of close family members,
associated even with this most recent leak. Have you planned in any way for cases involving
family members? When the Panama Papers were leaked, it was revealed that one of the
offshore businesses concerned has connections with the wife of a current Commissioner, Mr
Cañete, and so we would be interested to hear your responses.

1-032-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – Sorry, could you
please repeat the question regarding the specialised centre, because the translation was not
really clear.

1-033-0000

Maite Pagazaurtundúa Ruiz (ALDE). – Article 4(1)(l) of the Europol Regulation, which
will shortly enter into force and increase the Agency’s scope for action, provides for the
possible creation of a specialised centre of expertise designed to tackle tax fraud. We would
like to know if there any plans to establish such an instrument, as it could prove useful in the
development of the harmonisation and coordination activities you were discussing a little
while ago. And my compliments to all three of you.

1-034-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. –Currently Europol is
waiting for the implementation of the Fourth Anti-Money-Laundering Directive regarding the
crime of fiscal fraud to evaluate how we are going to address it in terms of centres and
resources. We are currently focusing our efforts on money laundering.

1-035-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – On the
OLAF question, the names we have put into the system to be checked against the 430 000
were only the names of companies or names of the EU staff and members or experts,
contractors and so on, not the names of family members. Maybe, Mr Michel, because of data
protection, or maybe because we do not have them, maybe because this would have been
really a fishing operation. So the matches that we got were not matches on family members
but only on members or staff of the institutions and other people who have worked or work in
the institutions.

However, we live in this world and in this Brussels bubble, and we know by reading the
newspapers – not necessarily the Spanish newspapers – that there are also family members of
staff members who might be interested. Our normal policy is that we do not disclose the
names of people we are investigating. I hope you have understood my answer.

1-036-0000

Miguel Viegas (GUE/NGL). – Thank you, Mr Chair. I just had two questions, which are
more general. We agree on the need to improve the regulations and investigation tools.

However, I do not believe we can put to one side the two constraints that we consider crucial
to that struggle. The first relates to our having a mechanism that relies too much on due
diligence, which means that we need to tackle the conflicts of interest between the financial
system and the other institutions that should be reporting suspicious transactions, and the
extent to which it comes into conflict with its own interests. We cannot shirk that problem.
The second issue, naturally, is tax havens.

Therefore, the question I would ask, in more general terms, is how do you think that problem
can be solved? What options do governments have when it comes to taking more robust



16 14-11-2016

action to oblige financial institutions and others involved in countering money laundering to
actually send information? I ask because what is reaching us, not least through the responses
we can access, is that information is not circulating with regard to both suspicious transactions
and the beneficiaries themselves. In reality, only a few countries are doing their job.

My second question, which concerns tax havens, is what is your view on the current situation?
One of the essential ways that governments can take action against institutions is to threaten
to penalise any that work with tax havens, which leads to my second question because, for
that to work, there needs to be a list of tax havens. Yet the list under negotiation within the
EU institutions covers only third countries – it does not include EU countries – and includes
criteria that could allow countries with a tax rate of zero to be essentially excluded from the
list.

Therefore, I am asking the panel for its opinion on the work underway in relation this issue,
which is so sensitive.

1-037-0000

The Chair. – The drafts are on ECOFIN’s blacklist. I don’t know if anyone can say anything
about them. The blacklist of tax havens: Who would like to answer first? Mr Meyer-Cabri.

1-038-0000

Klaus Meyer-Cabri, National Member for Germany, Eurojust. – Maybe I will take one
aspect of your questions: the cooperation with third states in general. This is of course very
different from what you do within the European Union. There, if it comes to penal law
proceedings, letters of request, legal assistance, if you do not have a treaty in place it becomes
so much more difficult. If you are relying on the diplomatic way, which one Member State
only can send or use, it is pretty slow and difficult. So from my personal perspective – I have
to say as an organisation we do not have views on this – if there is a treaty in place things
might be so much easier and quicker and of course you have a proper foundation. But it is at
present difficult, and therefore you need a body which can at least pool the European
resources at present and negotiate and deal with third countries.

1-039-0000

The Chair. – Thank you. This could be included as a potential point in our conclusions. I will
press on as I’m conscious of the time. For the Greens, Ms Molly Scott Cato.
1-040-0000

Molly Scott Cato (Verts/ALE). – Thank you very much, Chair, and thank you to the three of
you for being here today to answer our questions. My questions are actually all for the
representative from Europol. So we have been given some information from one Member
State’s Financial Intelligence Unit and this indicates that they did not receive even one
suspicious transaction report related to the Panama Papers cases. So I am wondering how this
is possible. Do you think there might be a problem with the way in which these Financial
Intelligence Units receive – or perhaps sometimes do not receive – information at a national
level and if there is a problem how should we try to solve that problem?

Secondly, the UK and the Netherlands between them account for 67% of all suspicious
transactions reported and filed in the EU. So as a British representative here I am glad that the
British National Crime Agency in my country receives a lot of information to help it fight
money laundering. But can you explain to me why other European countries mentioned in the
Panama Papers, such as Luxembourg, Cyprus and Malta do not receive the same amount of
suspicious records? What can you suggest is going on in those countries?

And finally, just from a UK point of view and bearing in mind Brexit – we have to bear Brexit
in mind every day in my country, sadly – one of my concerns is that this might be used as an
opportunity, and we have seen people arguing for this, to actually increase the amount of tax
avoidance business which we see in the UK. So what plans are there to ensure that the level of
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oversight and exchange of information can continue as much as possible after the UK leaves
the EU? I think this is a particularly important point, given that the Panama Papers revealed
that more than half the companies listed there were actually based in UK overseas territories.

1-041-0000

The Chair. – Thank you. We will not be able to cover the impact of Brexit conclusively
today. Who would like to respond? Mr Riondet.

1-042-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – Regarding your first
question, why one FIU did not receive anything, as I explained those country packages are
going to be sent this week to the Europol national units. So therefore it is the different
countries’ responsibility to share it with the different agencies and authorities that are
interested in such a thing.

Regarding your question on Luxembourg and Cyprus, I do not have any answer regarding
this. I just provided this Committee with figures regarding those countries.

1-043-0000

Marco Valli (EFDD). – Mr Chairman, honourable members, I am pleased to see that OLAF
has already launched four different investigative procedures following the emergence of the
Panama Papers scandal. I fully understand why you are unable to provide us with more
detailed information, but I wanted to ask whether the investigations are well on their way and
how long they are expected to take, whether you can give us your position on the inquiries,
and whether you might be able to give us any further statistical data to clarify whether any
MEPs or Parliament staff are implicated in the investigations, along with Members of the
Commission, their staff and the senior leadership.

More generally, as regards the other two agencies, I would like to know whether countries are
cooperating. Of course, this information can often be accessed indirectly in the reports we
deal with at the TAXE Committee and now at the Panama Papers Committee. If we look at
the documents produced by the Code of Conduct Committee, i.e. work which has been
underway for more than a decade, we can see that, in the minutes of the meetings or the
documents that define individual country positions, the countries which have made tax
evasion and avoidance a key consideration are always those that have incorporated this
aggressive tax policy into their working methods, while the countries implicated in the
investigations to date are those that have been working to block this policy.

1-044-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – I am
afraid I am unable to give you any more information on the four investigations that are
currently underway. It may be that none of the investigations concern staff or members of the
EU institutions.

I would like to add that a member of the institutions or an EU official appearing in the
Panama Papers, or having, for example, an account or position in any of the companies named
in said documents, is not in itself a crime. What we need to establish is whether the financial
or economic activities linked to members of the institutions or EU officials which appear in
the Panama Papers have been properly declared and duly authorised, whether they might
constitute a conflict of interests, and whether any ongoing financial operations that get
exposed might represent a serious indication of involvement in fraud or corruption. These are
the grounds on which OLAF is investigating or is able to investigate EU officials or members
of the institutions who appear in the Panama Papers, but I am unable to tell you how many
there are.
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I do not expect the investigations to take a particularly long time. Of course, access to the 11
million documents which have not been made public would be of considerable help to our
investigations and could theoretically lead to further inquiries.

1-045-0000

Klaus Meyer-Cabri, National Member for Germany, Eurojust. – From my perspective, the
cooperation of the Member States was excellent. This was the biggest ever coordination
meeting at Eurojust, so that shows that the Member States, whether they have their own
investigation, whether they have been seized through letters of request to participate, and the
same applies to Europol who were there, and I suppose for the next coordination meeting we
will have a representative of OLAF as well. So, all in all, I am quite satisfied with the
participation and the involvement of the Member States in the penal proceedings.

1-046-0000

The Chair. – Thank you. I am currently on the PPE list for the second round. I have a very
quick question. Could you tell me, from the perspective of your three institutions, which
Member States are particularly stubborn? Which ones refuse to cooperate, which ones do you
have difficulty with?

Mr Meyer-Cabri, you just said that in one instance you had to write 600 letters. Where should
we start if we want to make Member States more cooperative? The question is for all three of
you. You can start. Or Mr Riondet? Who would like to begin?

1-047-0000

Klaus Meyer-Cabri, German member of the College of Eurojust. – To be clear: the 600
letters rogatory should give you an idea of the amount, but that does not mean that 600
requests were problematic; on the contrary, it worked particularly well in this instance
because it had been coordinated in advance, because it had been discussed in advance. The
amount is a problem, of course, but that does not mean that we can’t get it sorted. With regard
to the Panama Papers – we are at the beginning of the process, it’s going well so far, I would
say, and I wouldn’t say there are stubborn Member States or difficult parties. At the moment
it’s going well.
1-048-0000

The Chair. – OK, I would like to add one thing. Is it possibly – in keeping with what Mr
Valli asked – those states which have the most problems with tax havens? Or is that not the
case? I don’t want to name any states, but a few come to mind.
1-049-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – As far as
OLAF is concerned, we have acted on our own European mandate, so we have done
everything all alone without the need of any Member State’s cooperation so far. The only
cooperation we would have needed was that of the investigative journalists. When it comes to
the cooperation of Member States we hold another meeting for other investigations. But at
least, for what concerns you, what I would again stress is the need for the approval of the
Commission proposal for an amendment of the EU Anti-Money Laundering Directive which
would then impose on all the Member States – and here we might have different positions
among Member States – to disclose information, including on beneficial ownership, which is
very, very important. So the cooperation of Member States is better or more needed here in
order to ensure transparency. So here in the legislation, which will put all the Member States
on the same footing and allow full transparency, at least among all the 28 Member States.

1-050-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – Regarding Panama
Papers, the cooperation is to be foreseen because we are going to send those country packages
this week. Of course, there is always room for improvement, but so far generally speaking, in
terms of money laundering, the cooperation in Europe is really good and last year’s difficult
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moment that we went through in the European Union showed that the different Member
States are really willing to cooperate in a swift and effective manner.

1-051-0000

Paul Tang (S&D). – Thank you Chair and thank you members of the panel for being here. I
have the view that much is interlinked – money laundering, illegal activities but also cases of
tax avoidance –and I’m wondering this: where you happen to encounter schemes that are
intended for tax avoidance, while you are doing investigations, schemes which are not by
definition or not necessarily illegal but that you notice anyway, when you find this kind of
scheme do you also report it to the Member States, for example? That’s a more general
question for the panel.

And also one specific question for Mr Riondet. What we see is that some countries do not
give information, like Luxembourg, Malta, Cyprus, and you didn’t want to answer that, but
what do you think are the reasons for that, what is going wrong in these countries? And do
you also engage with these countries to ask them why they do not provide information? I
suppose you have and I wonder what the reply was.

1-052-0000

Klaus Meyer-Cabri, National Member for Germany, Eurojust. – To your first question, if we
detect something and give it to the Member States – it is the other way around. We hear
certain things in our coordination meeting and that is coming from one Member State and it is
shared with other Member States.

1-053-0000

Paul Tang (S&D). – Do you see schemes for tax avoidance during an investigation, and still
you need to share information among Member States I suppose?

1-054-0000

Klaus Meyer-Cabri, National Member for Germany, Eurojust. – It could happen, but I do
not have any statistics on this at present. But in general it’s the other way around.
1-055-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – So regarding the
schemes, like Eurojust we do not investigate, we connect, we support. But of course we see
that there are some patterns that are used by criminals, and also in the case of tax evasion or
tax avoidance. And regarding the cooperation with the different Member States, I never said
that there was no information given. There is, on the contrary, information given, but we can
always improve.

1-056-0000

Romana Tomc (EPP) – We are clearly interested in very similar issues. We would all like to
know which countries are more cooperative in this process and which are more difficult to
work with.

Since similar questions have already been asked several times before, it is obvious that we are
going to have a hard time getting specific names from you. And which countries should
improve their cooperation with, say, Europol or other organisations?

Let me rephrase the question. I believe that commending those who actually provide
information is the right thing to do, and failure to do so is unfair on them. So, could you
please – instead of reprimanding the countries that provide insufficient information and
calling on them to improve their cooperation – tell us which countries are cooperating in an
exemplary manner?

1-057-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – A simple
answer, which I repeat: we didn’t cooperate with anybody, we do it by ourselves. It is not that
we do not like cooperation, but we didn’t need any cooperation of any Member State. We did
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it by ourselves. We need the cooperation of Member States when we investigate fraud in the
EU budget which is committed in a certain Member State. But it’s a long discussion we have
with the CONT committee and I cordially invite you the next time I have a hearing there, so I
change a bit my usual audience. But actually in the Panama papers we did it all alone without
the need for anybody.

1-058-0000

Ana Gomes (S&D). – First of all, I’d like to ask if you could provide us with a link between
these lists of offshore companies with Mossack Fonseca that have a link with organised crime
and terrorism, and the Member States, because I can’t imagine they do not act on that
element. And then, Mr Meyer-Cabri could you actually tell us what happens when you go to
countries like Germany that have laws that actually frustrate judicial cooperation? I am
referring to a particular case that I know very well, which is the submarine sale of Germany to
Portugal, where the ‘corruptors’ were convicted in Germany but the ‘corrupted’ in Portugal
were never found, because Germany had a deal with the ‘corruptors’ to protect them so that
they would not disclose who were the ‘corrupted’ in Portugal. This contract was signed in
2004 when the prime minister of Portugal was Mr Durão Barroso and one of the funds
EUR 19 million passed through is actually in the Panama papers: it is the Felltree fund based
in the Bahamas and in Panama.

1-059-0000

The Chair. – Thank you. We still need to make a decision on who we question specifically.
Who would like to answer? It is a difficult question, Ms Gomes also asked the question earlier
in the hearing. Nobody?

1-060-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – Actually,
I do not have any answer for this case, which of course I know very well. But let me take this
occasion to say that the way in which we are all investigating in these cases is a very old,
outdated, old-fashioned way of investigating. That is to say that we all – well not OLAF, but
all the others – investigate with a national perspective, because they are all national authorities
that investigate these cases. But a crime is not national, like your crime, the example you
made, but almost all of these cases OLAF is investigating are not committed just in country
because the economic reality and also the criminal reality disregard borders and are
transnational. But we are still looking at them in a very fragmented, 19th century fashion
which is the national perspective, and here today we have the clear example of this. This
perspective is outdated and as such we need to have a European perspective, to have the
European Union as one constituency or as one space of justice. This is very much needed and
as long as we do not have it we will always be here to find the best and the worst in the class,
and actually struggling for a better cooperation.

1-061-0000

Fabio De Masi (GUE/NGL). – I have a question for Mr Riondet of Europol. In your answers,
you said you downloaded the Panama Papers database and you got several thousand hits
relating to some focal points. One of them is Islamic terrorism, abbreviated to Hydra. You
said that the UK got the most hits, but related to suspicious activity reports. Which country
got the most hits related to global Islamic terrorism? My second question is to the German
representative of Eurojust. Representatives of the Financial Intelligence Units from Germany
– and I am actually a German MEP – alerted us that one of the biggest problems in Germany
in the fight against money laundering is the lack of a registry for real estate. What is your
view on that?

1-062-0000

Simon Riondet, Head of the Financial intelligence Group, Europol. – With regard to hits
connected with terrorism, it was quite a surprise that we had 116 hits. Regarding the countries
who provided Europol with that information, we have strong data protection and we protect
the interests of the Member States, so I am not at liberty to answer this question.
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(Interruption: Data protection for individuals?)

Not only individuals. As you all know, in Europol data is protected according to the
provider’s wishes. It can’t therefore be provided to everyone. That is the reason why we do
those country packages and then it is up to the Member State to choose whether to share this
with other Member States.

1-063-0000

Klaus Meyer-Cabri, National Member for Germany, Eurojust. – Mr de Masi, I have to ask
for your understanding that I, as a representative of an EU body, cannot comment on any legal
provisions in any given Member State. Our role at Eurojust is to overcome the differences
between the legal systems through coordination, and this is what we do. We work with the
existing system, whether we like it or not, or whether we find one thing better than the other.
This is not the point for us at the moment. Our point is to get things done through cooperation
and coordination. This is our problem and our task.

1-064-0000

Bernd Lucke (ECR). – Just a very short remark on Mr De Masi’s comments. We are the
European Parliament, we are the elected representatives of the people of Europe, and if we
refuse to answer a question as legitimate as ‘what country has the most information about
links to Islamic terrorism’ then this is unacceptable in my view.

But my own question goes back to what Mr Langen mentioned. Mr Langen asked you if there
were countries which were particularly stubborn and all three of you said that that was not the
case. I would like to ask you again, specifically about Austria and Luxembourg, which both
have an exemption in the European Savings Tax Directive and do not pass on any personal
information to the country of residence. Are Luxembourg and Austria as cooperative as other
EU countries?

1-065-0000

Klaus Meyer-Cabri, German member of the College of Eurojust. – Mr Lucke, I have already
explained to you that the Panama procedure is the most extensive coordination procedure that
has ever taken place at Eurojust. That shows the willingness of the Member States to
cooperate and work together.

1-066-0000

Giovanni Kessler, Director-General of the European Anti-Fraud Office (OLAF). – It is not
that I do not want to say. What I have to say is that I did not work and I do not work with any
Member State for money laundering, first of all, because money laundering and tax avoidance
is out of my remit of competence. I investigate also in Austria and in Luxembourg on fraud
and other crimes but, when it comes to their cooperation, for these crimes they cooperate like
all the others. What you are referring to is the situation for money laundering and tax evasion.
These are out of our competence. Two specific countries, yes, but I do not work with any
country on this, so I cannot say absolutely anything on this. Perhaps my colleagues are in a
different situation.

1-067-0000

The Chair. – To answer the question we need to find another way forward, that’s my
impression. I would like to sincerely thank all three experts here today. That was very
informative. We have heard that cooperation with regard to the Panama Papers has been good
on the whole, and we will find out over the course of this process who potentially still has
some catching up to do. Thank you Mr Riondet, Mr Meyer-Cabri and Mr Kessler, that
concludes the first part of this hearing.

1-068-0000

(The sitting was suspended for a few moments.)
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1-069-0000

The Chair. – Ladies and gentlemen. We would now like to continue with the second part. It
is now 17.00 rather than 16.45. This means we will try to make the questions and answers
shorter. I would like to welcome Philippe de Koster on the podium, Chair of the Belgian
Financial Intelligence Unit, Michel Claise, Belgian public prosecutor, and Norbert Naulin,
Head of the special investigation unit ‘EOKS’ (Investigation Group Organised Crime – Tax
Fraud of the North Rhine-Westphalia tax authorities), who has, it is worth noting, already
worked on the Panama Papers. In addition, we are joined via videoconference by Patrick
Montagner, Member of the College of the French prudential supervisor. A warm welcome to
the four of you.

Our Belgian colleague is no longer in the room, although he was here just before. I have
already welcomed him, but he isn’t here anymore. Let’s begin. I would like to welcome you
all. I won’t make any preliminary remarks. Owing to the delay, I would be grateful if the
speakers could limit their comments to eight minutes rather than ten, so that we have time for
questions. Welcome, Mr Claise.

I would first of all like to give the Chair of the Belgian Financial Intelligence Unit, Philippe
de Koster, the floor. We are now going to look at the issue from a national perspective and
discuss experiences at national level.

1-070-0000

Philippe de Koster, President of the CTIF-CFI, Financial Investigation Unit (FIU). – Mr
Chair, honourable members, I can express myself in three languages, but I will speak in
French as I haven’t heard it spoken much this afternoon.

I have prepared a speech and, Mr Chair, I will try to keep within my eight-minute allowance.

I run a Financial Investigation Unit, the Belgian Financial Investigation Unit to be precise. If I
may, I would like to give you a brief overview of what the Unit does and what its duties are,
before diverging from my script – a warning to the interpreters – to answer any questions and
potentially provide some further insight into the Panama Papers.

The Belgian Financial Investigation Unit was set up in 1993. As of 1995, we have focused
specifically on the laundering of tax fraud – for Belgium, at least, tax fraud was nothing new –
then, over the years, we have had to refine this evidently very exotic concept, and we made
particular efforts to do so around seven or eight years ago, with a view to focusing solely on
serious organised and unorganised tax fraud. This means that we no longer deal with a single
type of tax fraud. Specifically, basic tax fraud no longer falls within our remit.

What is the role of the Belgian Financial Investigation Unit, known as the Financial
Information Processing Unit (CTIF)? We receive reports of suspicious activity from Belgian
financial institutions, their partners and other Investigation Units around the world; we then
analyse these reports and other reports of suspicious transactions. In Belgium, we are
authorised to interview all government departments: the judicial authorities, the police
authorities, the intelligence services, the tax authorities. Where infringements or fraud are
detrimental to the EU budget, we are also able to direct questions to OLAF. Our power is
therefore extremely far-reaching.

When we find a suspicious transaction to be fraudulent, we are required to submit the case to
the judicial authorities. In Belgium, we have the administrative power to block individual
accounts or transactions for a period of five working days. Here is an example: let’s say that
last Monday I wanted to block an individual’s accounts, which I am authorised to do for a
period of five days. That means that the seizure or administrative freeze has to be lifted
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tomorrow, as Friday just gone was a bank holiday in Belgium. So, you see, only working days
count.

My role is to combat tax fraud laundering, or the laundering of a whole series of serious basic
tax offences. What is the difference between money laundering and a basic offence? A basic
offence generates a profit which is then laundered. When a tax offence is committed, the
resulting profit will appear in a bank account somewhere in the world, or may even be
invested in property or moveable assets. When combatting money laundering, we are thus
able either to block the accounts or to transmit the information required to freeze the assets
concerned.

Why tackle money laundering? Over the years, in my role as prosecutor, I have become
convinced of the need for a strategy specifically for finances. As an FIU member, I would
therefore be able to focus on tackling money laundering, fraud, any kind of organised crime,
but my law officer and prosecutor colleagues, in conjunction with the police authorities,
would be looking into basic offences: financial crime, organised crime, human trafficking,
prostitution. Which is more important – tackling money laundering or tackling the basic
offence? It doesn’t really matter, so long as we catch the perpetrators. Very often, they escape
arrest as the case may not have been brought within the time-limit to begin prosecution.
Money laundering always takes place over a period of time, whether long or short, and occurs
less often than the basic offence. The crime of money laundering therefore constitutes a kind
of long-term safety net: a means to recuperate stolen funds, rather than to punish an individual
for a basic offence.

I would like to give you an example, and I hope you won’t mind if I mention the name of an
extremely cooperative EU Member State.

Let us return to the topic in which you are most interested: the Panama Papers and tax fraud,
whether basic, serious, organised or otherwise. We are able to work with the administrative
services, the special tax inspectorate in Belgium, and with VAT inspectorates. We request and
receive information of use to our analysis. This information helps us to tackle cases of money
laundering connected with tax fraud. However, we must be careful to distinguish the different
levels of tax fraud: VAT fraud is a basic offence detected practically overnight. With regard
to the topic at hand, specifically the offshore accounts in Panama – as Mr Kessler reminded us
– opening a foreign bank account is not in itself a crime. What is, however, is failing to
declare that account when filing a declaration. Allow me to give you an example: the fact that,
today, my esteemed colleague, whom I know very well, has opened a bank account in the
Bahamas, does not constitute an offence. If, however, when filling in his tax declaration, he
fails to declare the account, that is effectively where the whole process begins. This means
that there is nothing I can do today or for the next five to six months. All I can do is wait. I
effectively have to wait for him to slip up before we can start the process.

I will move on from purely national concerns to talk about another important aspect touched
on by the last three speakers. We have spoken a lot about Eurojust, which, as a member of the
national legal service, is a body I am familiar with and whose work I very much appreciate. I
am familiar with Europol and was pleased to hear mention of Sustrans and cooperation with
this Financial Investigation Unit. Luckily, Belgium seems to be one of the good students, or in
any case belongs to the network of FIUs which cooperate with Europol, and in this we have
no choice. Others are perhaps not ‘uncooperative’, but more reluctant to cooperate. Beyond
the European Union, however, in the realm of FIU.net, is a structure that you are probably not
entirely familiar with: the Egmont Group.

The Egmont Group represents 180 Financial Investigation Units worldwide. Why Egmont?
Because the group was founded by the Belgians and the Americans in 1995 at the Egmont
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Palace, from which it gets its name. All the recognised Investigation Units worldwide meet
three or four times per year to discuss cases from an operational perspective. The Panama
case has of course been one of them.

Mr Chair, I would like to return briefly to the matter of Panama. I did receive a list of names.
The tax authorities sent me 240. So far, my organisation has opened 97 cases. What am I
doing with regard to these 97 cases? Nothing, because I have asked Panama for additional
information. All I can do is wait. I haven’t given up hope; Christmas is just around the corner,
and who knows, a gift would always be welcome.

The process is nevertheless underway. We are working with limited resources. If you would
allow me just five more seconds to touch on cooperation. I think what we need to do is
develop synergies. And, at the risk of shocking those present, as I know people have been in
the past, you’ve all heard of Europol, you’ve all heard of Eurojust - why not consider a
‘EuroCRF’?

I will be happy to answer any questions you might have on the matter.

1-071-0000

The Chair. – Thank you, Chair. I would now like to give the floor to Patrick Montagner, who
joins us via videoconference, and then to the two gentlemen here on the podium. Mr
Montagner, you are a Member of the College of the French prudential supervisor. Can you
hear us?

1-072-0000

Patrick Montagner, Deputy Secretary-General of the French Prudential Control and
Resolution Authority (ACPR) – Mr Chair, I would just like to give you a brief reminder of the
role of the Prudential Control and Resolution Authority. The Authority was set up in 2010 as
an amalgamation of all the banking and insurance supervisory authorities. It is backed by the
Central Bank, and therefore funded by the Bank of France. We have three key missions:
prudential supervision, that is to say monitoring the financial security rules of banks and
insurance-providers; tackling money laundering and the funding of terrorist activities, a
matter to which I wish to return later; and thirdly, monitoring the commercial practices of
banking establishments and insurance-providers with regard to the sale of banking and
insurance products to customers.

In France, we also have a financial markets authority which regulates the financial and stock
markets and the sale of financial instruments to customers, regardless of the type of customer
and where they are in the world.

Turning now to the matter at hand and about which you wished to interview us today,
specifically the so-called Panama Papers scandal, the role of the supervisory authority is to
ensure that banks, insurance providers and, to a certain extent, their intermediaries adhere to
the relevant legislation as part of our commitment to tackling money laundering and the
financing of terrorist activities - both of equal importance to us.

Unlike the previous speaker, I do not represent a Financial Investigation Unit. The French
FIU is called Tracfin and cooperates with our organisation. Our authority ensures that banking
establishments and insurance providers apply legislation properly.

We do this through a series of on-site and remote checks. For our remote checks, also known
as permanent checks, we ask financial establishments to provide us with specific documents
to enable us to check that they have, on the face of it, put in place the required procedures and
techniques.
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We also try to check a certain amount of things every year through interviews, but the best
way to check working methods first hand is to conduct on-site investigations to ensure that the
procedures described really work and that they enable financial establishments to fulfil their
obligations with regard to the identification of customers, and where necessary, their duty to
notify suspicious activity to Tracfin, the French Financial Investigation Unit.

As for the Panama Papers, the matter which we are here to discuss and on which we have
produced a more detailed report, in April 2016, to identify whether they or their clients had
any established ties with Panamanian companies registered offshore, we began a series of
investigations into all bankers and insurance providers whose work included operations
abroad or a significant proportion of private management activities. Next, on the basis of the
information we gathered, which we are currently still looking into – as we received more than
a hundred pieces of correspondence – we decided to focus our investigations on the entities
which had notified us of ties of this kind and on those into which additional investigations
were deemed necessary. We went about this in two ways: we either asked these
establishments to carry out internal audits and to send us the resulting reports, thereby
providing us with ad hoc self-assessments to support us in our initial investigations, or we
conducted a certain number of on-site investigations ourselves, specifically into the activities
of international private banks, to help us understand and go beyond the observations made
during out initial exchange with these establishments.

Our role is not actually to tackle tax fraud. We are responsible, through our more general role
in tackling money laundering and the financing of terrorist activities, for making sure that
financial establishments treat tax fraud as money laundering.

It should be noted that tax fraud was classified as a predicate offence to money laundering
reasonably early in France, as the matter goes back several years. The inclusion of tax fraud in
the measures to combat money laundering thus goes back a reasonably long way in France,
although this way of thinking was not immediately harmonised across the European Union.

We have thus carried out and are continuing to carry out these checks.

We have a number of standard tools with which to do so. What is always a little difficult is
ensuring that the checks we carry out on multinational groups are effective and efficient.

It is our responsibility to ensure that establishments operating in France, whatever their
nationality or operating regime and whether as an independent establishment or subsidiary,
adhere to the relevant French legislation. If we are dealing with subsidiaries of French groups
in other EU countries or outside the EU, we want to ensure that the group head has a real
overview of the group as a whole and is able to ensure that the group’s rules are adhered to.
We also ask them if there are any countries whose legislation might prevent them from
applying the rules of the group.

We also try to determine whether the French parent company really knows what is going on
in its subsidiary. This last point is extremely important, as history shows us that this is not the
case in a number of establishments, where confidentiality policy – and banking secrecy in
particular – entirely prevents the sharing of information, including with the parent company.

We draw up agreements with foreign authorities to enable us to conduct on-site investigations
into subsidiaries subject to their legislation, as the application of anti-money laundering rules
falls within the competence of the country in question. We analyse interaction between the
subsidiary and the French parent company and how the group reports back to its French
supervisor, where applicable. However, we have no power over subsidiaries in other
countries, whether within the EU or further afield. What we are able to do, however, is to
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penalise the parent company for failure to supervise its subsidiaries or for lack of insight into
the workings of the group as a whole, so long as this failure is not the result of legislative
restrictions on national soil. So it is something that needs to be evaluated every time.

We are also able to assess anti-money laundering measures – this is one of the points you
asked about – specifically in our dual capacity as prudential supervisor and supervisor in the
fight against money laundering in the financial sector. Our knowledge of activity models and
the way in which banks and insurance providers structure their internal controls is of the
utmost importance in helping us to understand how financial establishments have integrated
compliance functions and measures to tackle money laundering and the financing of terrorist
activities into their activities. These activities cannot be seen as distinct from other financial
activities, as, for a bank or an insurance provider, tackling money laundering forms a central
part of day-to-day commercial relationships with clients. These activities begin right from the
identification of the client and any funds belonging to the client which flow through banking
or insurance instruments and insurance contracts.

We enjoy reasonably close links with the French Financial Investigation Unit, which
sometimes passes on cases in which it believes financial establishments monitored by us are
failing to enforce the relevant rules, so that we can then launch an investigation.

On the subject of tax fraud, we also have links with the French Directorate-General for Public
Finance, to whom we communicate the results of our on-site inspections, although we are not
expected to search through our tens of thousands or hundreds of thousands of transactions and
customers of large French financial institutions for specific cases of fraud. Nevertheless, if,
when testing the effectiveness of anti-money laundering mechanisms, we come across
activities which should have been reported as suspicious and which point to the presence of
tax fraud, we notify these cases to the Directorate-General for Public Finance.

Perhaps I will stop here and open the floor to questions. I have already spoken for quite a long
time, Mr Chair, if I am not mistaken.

1-073-0000

The Chair. – Thank you, Mr Montagner – that gave us an interesting insight into French
practice. But I must move on to Michel Claise, the Belgian public prosecutor, as we are short
of time. Perhaps you could briefly explain the extensive powers that you have. Thank you.

1-074-0000

Michel Claise, Belgian investigating judge. – Mr chair, I am an investigating judge, speaking
here today as an independent individual and not at all under the authority of the Public
Prosecutor’s office.

Such is my experience after so many years that, when the Panama Papers scandal broke, I was
summoned before the Committee of the Belgian House of Representatives and began my
speech with: ‘Your astonishment astonishes me’. But good grief, us professionals working to
curb financial crime have been aware of this phenomenon for so many years, and the Panama
Papers are all well and good, but next year we could have the Cayman Papers, the Tortola
Papers, etc. We have been have had 40 Bahamas papers for at least 40 years; we have seen
different scandals every year for the last 40 years at least. This phenomenon must doubtless
be stamped out and that is what interests me here, because although the information released
by the consortium of journalists has essentially taught us nothing in Belgium about the case
files and individuals concerned, this phenomenon has, nevertheless, enabled us to establish
committees within which steps may someday be taken to combat the problem, even though, in
my opinion, it is already too late.
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First and foremost, to make things easier, and to pick up where Mr de Koster left off, it is
essential to clarify that the problem here is not to do with tax. I believe that if we are to
address the issue of the Panama Papers, we must first cast aside the term ‘tax’ in favour of
another, ‘crime’, accompanied by a qualifier, which leaves us with ‘financial’ crime.

There are four types of financial crime. The first are financial criminals whose activities are
entirely legal. You all have little repair jobs to be done at home; when your tap starts dripping,
the first thing your plumber asks you is ‘would you like an invoice or do you not need one?’.
That is the first stage. Next, if you approach a company about excavating for a new swimming
pool and the salesperson says ‘I’ll invoice this to your company, we’ll just say they’re
company costs’, that is the second stage: fraud, use of bogus documents and falsifying
accounting records. The third stage is, of course, corruption. Whether public or private – this
phenomenon affects us in Europe, but certainly to a much lesser extent than in the rest of the
world, and particularly in the southern hemisphere, where corruption is causing genuine
devastation, an endemic phenomenon which is essentially preventing the establishment of
democracy and which threatens to destroy our own if we are not more careful in the years to
come. Yes, this phenomenon exists. Those responsible for this type of crime carry out entirely
normal activities.

The second type of financial crime is perpetrated by individuals who make it their vocation.
These constitute serious common law crimes. A proportion of this financial crime is almost
entirely virtual. Are you aware of how much VAT carousel fraud costs in Europe? The
following are OECD and Eurofisc figures, not mine. We are defrauded, laundered and
misdirected out of EUR 250 billion per year. These funds are not simply undeclared, but have
been diverted away from national governments by means of fictitious operations. An
international gang recently targeted five European countries. They sent fake withholding tax
certificates and fake non-resident certificates to Ministries of Finance. Belgium came through
OK. We only lost EUR 450 million, which were siphoned out of the country over a period of
three months to a beneficiary in Dubai, a future Papers destination, I hope, and which, believe
me, really does rhyme with ‘bye bye’.

Then you have the really big criminals. Are you aware of the value of drug trafficking? USD
5 trillion. Counterfeiting in Europe: EUR 350 million per year. Drugs trafficking, human
trafficking, fraud, all these serious crimes which generate funds: dirty money which must be
laundered.

The third type of crime is terrorism, unique in the fact that the financial offence is committed
upstream, in advance. Then comes the attack. One discussion which is certainly worth having
in the future is: is terrorism exclusively made up of attacks? Should we not be considering the
crime of radicalisation?

The fourth type of crime, and the one that I focus on in my role, is almost agreeable. These
are the facilitators, without whom these crimes would not be possible. They are bankers,
advisers, tax advisers, accounting experts and lawyers, and, believe me, these are the first
people we need to identify if we are to be successful in our fight against those responsible for
the Panama Papers scandal.

From a purely Belgian perspective, I could talk to you for hours about how appalled I am by
politics in my country, by the lack of means and the erosion of these means. But I would
rather talk to you about something positive: the considerable legislative power we possess.
With regard to money laundering, in addition to the excellent detection law which enables the
CTIF, represented by MR de Koster, to detect suspicious operations, we also have Article
505(2) of the Belgian penal code, which I recommend to all national governments. This is a
wonderful Article, as, on the one hand, it considers money laundering a crime in itself, rather
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than simply an ancillary crime. We are therefore not required to prove the existence of
upstream drug trafficking because the confiscation or seizure of goods linked to a financial
crime can be authorised by an alternative means, that is to say these goods are considered the
possessions of the individuals concerned and not necessarily the product of the crime itself.
Secondly – and this is important – the Article targets facilitators as co-perpetrators and
accomplices who must be held responsible to the same degree for the total sum of money
laundered and for the crime in which they have participated. What are we waiting for? Why
have we not yet introduced legislation of this type worldwide?

From a European perspective, since I have a few minutes left, I would like to draw on my
experience as a judge in saying that ‘there are so many things to do’ - just to scratch the
surface of the points raised by Mr de Koster. When you think that in February 2011, within
the framework of the tax crime meetings in The Hague in which I took part, we created
Eurofisc. Eurofisc is an institution like Europol and Eurojust which enables the exchange of
information – it is a particularly effective training tool which helps countries tackle VAT
carousel fraud, this endemic evil which is devastating Europe. Why not do the same within an
institution dedicated to tackling fraud, whose focus would be on identifying modus operandi,
money laundering in particular. Because without money laundering we would have had no
Panama scandal. Once this institution has been created, the detection of modus operandi could
enable us first to identify individuals putting notes into suitcases – it still happens, I assure
you – and second, to detect instances of Hawala. You may be asking yourselves what that is.
Hawala is an old Moroccan term. How did citizens of North African countries launder money
when the borders were closed for so many years? Well, through a system of compensation.
And it works remarkably well. Third, we could detect false invoicing. If only you knew how
marvellous this would be!

Fourth – and this really would be fantastic – the institution could detect fraudulent
commercial operations which enable entities not only to offset their expenses, but also to
build up nest eggs abroad.

An institution such as this could therefore uncover all these modi operandi before moving on
to identifying the facilitators. I see that lots of you are playing on your smartphones. Go on
Google and search for ‘tax haven’. No results come up either for the Panama Papers or for the
Committee held today. What you get is 150 different adverts for facilitators offering to help
you set up income trusts through Swiss banks and other institutions. Yes, this is our present-
day reality. We need to identify these individuals, pin them down.

Thirdly, and I think this comes within your line of sight, we urgently need to define the
concept of tax havens using broader criteria, and above all to establish a new list of tax havens
which ignores what I consider to be the mistakes made by the FATF, the Financial Action
Task Force on Money Laundering.

Lastly, and most importantly, every year – and here I take the liberty of referring to the
European Parliament Resolution on corruption of October 2013. You accomplished a
remarkable piece of work which the Member States tossed aside. You established a number of
measures which the Member States never adopted and beforehand you had drawn up a series
of fundamental calculations with the International Monetary Fund and the World Bank. We
need to assess the global catastrophe that is financial crime as a matter of urgency if we are to
show people around the world, and in Europe in particular, that what we are up against is an
unprecedented event –and here I will echo your words, Ms Joly – which calls for the most
decisive measures possible, to include, perhaps, political reprisals for the countries concerned.
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1-075-0000

The Chair. – Thank you, Michel Claise, as the investigating judge you have a wealth of
experience. I will now give the floor to the final member of the panel, Norbert Naulin, who is
responsible for the North-Rhine Westphalia Special Unit. Perhaps you could explain why it
was set up. Mr Naulin, you have the floor.

1-076-0000

Norbert Naulin, Head of the Investigation Group for Organised Crime – Tax Fraud (EOKS)
of the North Rhine-Westphalia tax authorities. – Thank you. Ladies and gentlemen, allow me
to briefly present what my role as investigating officer involves. Firstly, the team in North
Rhine-Westfalia, which I lead, is fairly new. It has been in place since 1 February 2015. It is
called the Investigation Group for Organised Crime and Tax Fraud. The group was set up
because tax evasion is closely linked to crime in general, be it offences that take place as part
of organised crime, or offences such as financial crime, corruption, breaches of trust or fraud.
It also clear now that tax evasion is closely linked to terrorist financing. The group was set up
with a view to developing an investigative approach in that area and to utilise the full
potential of the law together with the police.

We are carrying out an internal investigation called ‘Channel’. In late 2013, the State of
North-Rhine Westphalia, more precisely its tax authority, represented by officials from
Wuppertal, bought information from an informant. That information is not comparable to the
Panama Papers. By ‘Panama Papers’ we mean the publication of data and information that the
ICIJ acquired. The link between our data and the Panama Papers is that the offshore
companies that we are aware of were set up through the law firm Mossack Fonseca in
Panama.

The data contains very specific insights into the procedures for setting up and purchasing
offshore companies and information about the actual economic beneficiaries of offshore
companies. Specifically, we can see the company’s certificate of incorporation in the
documents that we have, we can see the decision certificates, the minutes of management
board meetings, we can see the internal decision-making papers, the power of attorney – that
is the internal paper which contains the beneficial owner. We have excerpts from the official
share register. We have the invoices for setting up an offshore company because Mossack
Fossack works for a fee, and the ongoing fees which are being charged. We also have
background information on the individual firms. The documents contain emails between
banks, asset managers, investment consultants and the law firm Mossack Fonseca. The
accounts and balances are not included in the documents.

This material contains very specific information, in particular the name of the so-called
beneficial owner, the name of the offshore company and the headquarters of the offshore
company. Not all offshore companies which were set up through Mossack Fonseca are
headquartered in Panama; they are also headquartered in the Cayman Islands, the Seychelles
and the British Virgin Islands, to name just a few. Mossack Fonseca is an international law
firm with 44 branches which sets up offshore companies all over the world, not just in
Panama.

The fact that the offshore company’s headquarters are located in a particular place, say
Panama or the British Virgin Islands, does not mean that the financial assets and accounts of
the company are held there; they could very well be in accounts here in Europe.

What we can also see is the names of the official directors, board members and owners that
are employees of the law firm Mossack Fonseca. And therein lies an important point: the
actual ownership structures are obfuscated by falsely presenting the people in question as
actual shareholders. And we can see the names of the banks, asset managers and investment
consultants which have become the actual active intermediaries here.
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I can be very clear on this: not a single case that we have analysed shows the so-called
beneficial owner making contact with Mossack Fonseca personally. It has always been done
through banks, their clerical staff or financial service providers. They were then charged for
the costs of setting up and maintaining the offshore company and they then invoiced for these
accordingly.

There is one unusual feature of these cases: when a commercial bank set up the offshore
company for one of its customers, the customer was only allowed use the company through
this bank. If the customer changed banks, then the offshore company was dissolved. Think of
it like this: the customer has full authority to dispose of the offshore company’s assets, but
operating the company itself requires a certain account at a particular bank.

Actually – and we all know this – the fact of the matter is that the public and the authorities
do not see who the actual owner is as a result of this construction. And the power of attorney,
which I just referred to, is an internal document. Three people know what is contained in this
document.

The beneficial owner, the law firm, the person responsible at Mossack Fonseca and the bank
or rather the financial service provider involved. No one else knows what is in the document.

When we obtained the material, we asked ourselves: What can an offshore company be used
for? What conclusions can we draw from this? It is clear to us that offshore companies can be
used for money laundering, concealing the proceeds from general crimes, and tax evasion.

In 90% of cases it was tax evasion which was concealed by such constructions.
We carried out extensive investigations. We had information on 524 German citizens and
more than 50 banks and financial service providers that we needed to look into.

The suspects in our proceedings are the people responsible at the Mossack Fonseca law firm
suspected of money laundering and facilitating tax evasion, the people responsible at the
banks and financial service providers suspected of money laundering and facilitating tax
evasion, and the identified beneficial owner suspected of a predicate offence to money
laundering or tax evasion.

The Cologne Public Prosecutor’s Office is the leading prosecutor in the investigation and the
North Rhine-Westphalia State Office of Criminal Investigations and the North Rhine-
Westphalia Tax Investigation Department are the investigating authorities, with investigators
from all participating offices in the State of North Rhine-Westphalia.

We have defined clear aims for the investigation. We aim to have criminal penalties imposed,
tax shortfalls levied and assets recovered where possible.

We also aim to have the legal persons involved fined, particularly banks in this instance – we
do not have corporate criminal law in Germany, so we have to resort to administrative law –
and of course the natural persons acting at that level.

As part of our investigations we carried out judicial measures by specifically targeting those
individuals and institutions at all levels that we could get hold of domestically. The
institutions in question were, for example, the parent companies of German commercial
banks, which have a subsidiary abroad, here in Luxembourg, and then posted employees of
the bank, provided they are domestic residents, and the relevant principal offenders.
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We have – I’ve nearly finished – as I said, found evidence of tax evasion or the facilitation of
tax evasion in 90% of cases. A significant motive was, and we can see this from the dates
when the offshore companies were set up, to circumvent the 2003 EU Savings Directive,
because from 2005 savings tax had to be levied on accounts held by European citizens and
natural persons in another European country. They could avoid this by transferring the
account to an offshore company. And it was in that time period that most of the companies
which we learned about through our investigation were set up, with the clear aim of
circumventing the Savings Directive. On the whole, the facilitation of tax evasion that we
have seen is much like what we have seen in our other investigations into banks – it is a
systemic and organised form of economic crime. I would like to finish there. Thank you.

1-077-0000

The Chair. – Thank you, Mr Naulin. We have heard about quite a lot of interesting findings,
but we have a time issue now. Our sitting is due to finish at 18.30. That only leaves us 44
minutes, if I’ve got that right. We have a long list of speakers. I would suggest that we allow
slots of three minutes, i.e. one minute for questions and two minutes for answers, if possible.
Even Mr Michel can manage that. As a former Foreign Minister and a former Commissioner,
Mr Michel, you can manage that. Mr Lucke, you have the floor.

1-078-0000

Bernd Lucke (ECR). – Chair, I do not agree. We have discussed at length how we need more
opportunities to ask and answer questions in this committee and not fewer. You are now
restricting speaking time. I think we should simply take more time.

1-079-0000

The Chair. – We can do it differently, by concluding the sitting at 18.30 on the dot and then
only half of our colleagues will get a chance to speak. That is the alternative. We have clear
rules, we have the interpreters and the room, and so on, until half past six, and my suggestion
is to shorten it. Perhaps some of you could ask very short questions that don’t require any
discussion. Mr Kofod first.

1-080-0000

Jeppe Kofod (S&D). – I will be very brief. First of all, thank you, Philippe de Koster, for
your presentation. One suggestion you mentioned was the need to set up a European financial
intelligence unit (FIU) in order to be more efficient. How would you do that in practice? What
is your suggestion and how would that improve your work if we had a European financial
intelligence unit?

You also mentioned that you have 97 Belgian cases with Panama and you are requesting
information from Panama. What can we do to help you to conclude these investigations? I
think that would be very useful.

Finally, I have a question for Mr Naulin with regard to the method he used of buying
information from informants. In the Danish case, the Danish tax authorities also buy
information. How has this kind of approach helped you and could you recommend this type of
approach for other Member States? Will it lead to a more successful fight against this type of
crime?

1-081-0000

Philippe de Koster, President of the Belgian Financial Intelligence Processing Unit. – I will
try to answer very briefly. The EU FIU is something which was put on the table years ago. I
do not think we need a lot of money, I do not think we need buildings, but we just need the
courage to sit together and analyse what has been in front of us for months now. One of the
conclusions we may draw from the fight against terrorism financing today is to join the
investigation teams built by FIUs. Let us put them together. For example, Tracfin and
Belgium’s FIU are cooperating quite closely. We are like brothers-in-arms, so we exchange
information and we think about what might be useful for my colleague, instead of asking or



32 14-11-2016

waiting for a request. What can you do about the 97 cases? I am sorry, nothing. It depends
solely on these people. Is the Attorney General of Panama going to answer my question? Is
the FIU going to answer my question? I doubt it, but what can you do? Practically nothing.

1-082-0000

Norbert Naulin, Head of the Investigation Group for Organised Crime – Tax Fraud (EOKS)
of the North Rhine-Westphalia tax authorities. – It is important to note that criminal
organisations and international criminal organisations are, generally speaking, only uncovered
if you receive insider knowledge. Two things play an important role in generating insider
knowledge. No one who was involved in an organisation of that nature wakes up in the
morning feeling altruistic and goes to the investigating authorities saying ‘this is how it
worked’. The same thing is always at the heart of it – money! And the other issue at the heart
of it is protecting informants. This is an issue which could be dealt with through a
whistleblowing system, by discussing a whistleblowing system. It is a broad area and we also
need to consider how to assess it and where to draw the line, but it is certainly a legislative
issue.

1-083-0000

Louis Michel (ALDE). – Mr Chair, given that I have very little time, I would first like to
address a question to Mr de Koster. Based on your analyses and to the best of your
knowledge, did you have any suspicions or access to any information which could have
enabled you to predict the scandal before the emergence of the Panama Papers? If so, why
was the alarm not raised sooner? Why were no inquiries launched before the Panama Papers
scandal? That is my first question.

I would, of course, like to thank you for having responded very clearly to our questions and
for having anticipated a number of issues. My second question is for Mr de Koster: ‘What are
your expectations of Europol?’. From the answers to the written questions, I got the
impression that the organisation was dissatisfied with, or, at the very least, did not appear to
be particularly happy with its cooperation with the financial units.

Mr Claise, I share your indignation entirely, if not your bitterness, although you have certainly
expressed it in good humour. I take a more optimistic and proactive approach. I agree with
you on one point and would appreciate your thoughts. I have spoken on this matter in the past.
I believe that those you entirely justifiably refer to as facilitators seem to have dodged the
firing line. I get the impression that they have escaped our indignation and the scope of our
investigations, and I find that quite shocking. I would therefore be grateful for your opinion
on how best to address this issue, since, without them, none of this would be possible. I do not
want them to escape our judgment. And I sometimes feel that that is what is happening. I
would really like us to spend some time addressing this point.

1-084-0000

Philippe de Koster, President of the CTIF-CFI, Financial Investigation Unit (FIU). – Mr
Michel, if I may, I would like to answer your first question by giving you some figures.

January 2014: IMF Detailed Assessment Report for Panama on Anti-Money Laundering and
Combating the Financing of Terrorism. The Panama Investigation Unit is not doing well: it
does not have access to information on beneficial owners and its resources are limited. The
problems are dragging on; nothing is being done.

October 2014: Belgium highlights the problems faced by our sister unit within the Egmont
Group and the FIU group. Can we help the Panamanian Unit? Is there anything else we can
do? Something must be done, as cooperation is inexistent.

January 2016: The FATF gets involved and goes over to Panama. All the problems have been
solved and everything is going well.
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February 2016: Panama is a cooperating country.

April 2016: journalists bring something to light.

I think that this simple timeline gives you a clear idea of what I mean.

Europol and the FIUs: I personally believe that the problems here stretch back a very long
time. Years ago, there were conflicts, because the FIU that I represent is an administrative
structure. The FIU in Luxembourg is a judicial body; elsewhere they are policing units.
Europol is a policing body; pitting our models against each other simply because ours is
administrative and theirs a policing structure seems ridiculous.

In Belgium, we have left all that behind. We are collaborating with Europol –I think that other
FIUs certainly could too, at the very least those with policing functions.

1-085-0000

Michel Claise, Belgian investigating judge. – Mr Michel, targeting the facilitators means
depriving all the mafia forces of their means. Do you remember the film ‘The Firm’, based on
the book by John Grisham, when Tom Cruise says to the FBI: To beat the Mafia, you have to
start by eliminating their lawyers. He’s right.

But how do we pin them down? I think we need proactive investigations. There are business
conferences in Brussels – and I know because I’ve been to them – where you are invited to
the Heysel Exhibition Park, you walk around, and there are people who propose such
schemes. Do not be shocked. I have always thought that a ready-made tax fraud trade fair
existed. It is called Shorex and it takes place between Geneva and Moscow. The first Shorex –
a trade fair enabling the purchase of offshore companies and thus contributing to the Panama
Papers scandal – was held in 2000 at the Grand Palais in Paris and sponsored by Mercedes,
PricewaterhouseCoopers, Le Figaro and the Union Bank of Switzerland. It’s no secret.

Mr Kofod, I think that the role of free whistleblowers is extremely important. In Germany,
information was purchased from bank employees in Liechtenstein in an attempt to determine
the financial beneficiaries of the Anstalt. This is seriously problematic because, in the legal
sphere, we call that corruption.

1-086-0000

Luděk Niedermayer (PPE). – I guess that all of the facts we have learned from the Panama
papers are related a little bit to the past, at least to some extent, and in the meantime a lot of
legislation has changed, so my question is: to what extent have all these changes really
improved the situation? I am talking about anti-money laundering and a lot of other legislative
efforts. I would also like to continue to the future. We have in the pipeline a new change in
anti-money laundering and the OECD standard of exchange of account information which
will start to be implemented next year. To what extent will this help? Will it simply reduce the
amount of the problem?

1-087-0000

Patrick Montagner, Deputy Secretary-General of the French Prudential Control and
Resolution Authority (ACPR) – With regard to the power of banking and insurance
supervisors, which has been the theme of the last two questions, our competences enable us to
ensure that those working in the financial industry actively identify and, where they are
unable to identify the origin of funds or the economic beneficiary or are concerned about a
transaction, report suspicious activity to the Financial Investigation Units.

Each improvement to the Directives – and the Fourth Anti-Money Laundering Directive
further reinforces expectations of financial professionals and their supervisors – helps to



34 14-11-2016

improve the functioning of the system. However, so long as there is still a safe place for
financial criminals or piece of legislation behind which they can conceal or skew information,
the system will clearly still have chinks in its armour.

We need to make a permanent effort to continue to gain experience and to try to change what
can be improved.

We have legislation, FIU activities and financial supervisors, when money laundering falls
within their field of competence, but there is no magic formula to eliminate money laundering
entirely.

I am a little pessimistic, I think we can limit the phenomenon. But whether we can eliminate it
completely, I’m not sure.
1-088-0000

Michel Claise, Belgian investigating judge. – Mr Chair, Belgium’s legislative arsenal has
strengthened the country. We did not wait for the fourth Directive to adopt our 2010 Dual
Vigilance law, which requires financial professionals to keep the identification papers of
economic beneficiaries and all documents relating to the origin of their funds. However, from
my experience, I can tell you that, while the Belgian Association of Chartered Accountants
imposes controls over public accounting firms, in the world of lawyers, there is no such
system. My frequent searches for information in legal firms bear no fruit whatsoever because
when I ask for files, I don’t receive them, even from the largest offices.

The real problem is not the legislation itself but the lack of means available to the national
legal systems. I am not alone in deploring this point – my foreign colleagues feel the same.
We have very good laws, but authorities at all levels, whether police, national legal service or
judiciary, are literally deprived of the means to apply them. And that is a total disaster.

1-089-0000

Norbert Naulin, Head of the Investigation Group for Organised Crime – Tax Fraud (EOKS)
of the North Rhine-Westphalia tax authorities. – In my view, legislative changes are moving
in the right direction. As an investigating officer, however – as we are always looking to the
past rather than the present or the future, that is the nature of our work – I still can’t say what
the impact is. With regard to the legislative procedure, there are a few things which are close
to my heart, at EU level as well.

Basically: it is my firm belief that we need a clear, joint definition of tax evasion and
therefore a harmonisation of this criminal offence in Europe. That would significantly
simplify legal assistance, for example, which is provided bilaterally and is always different in
the countries involved. In my view tax evasion should be considered a predicate offence to
money laundering in all European countries. This is not the case in all countries. And we must
ensure that so-called self-laundering or autonomous money laundering can be punished and
that we can gain better access to assets that are potentially illegally financed. These are also
things which could be regulated at EU level.

1-090-0000

Hugues Bayet (S&D). – Mr Chair, first of all, a question for Mr de Koster.

Intermediaries and facilitators are always behind these fraudulent schemes, and yet they are
required by law to identify suspicious activity and report it to the Financial Investigation
Units. As an agent in the field, would you say that there are differences between professions?
How could we go about restructuring this legislation? Furthermore, I am very much looking
forward to hearing from all the intermediaries, in January, I believe, who will of course say
that they have not been aware of any issues and that they have fully adhered to the relevant
legislation, but what do you think about it all?
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Secondly, we spoke a lot of collaboration. I would like to hear your thoughts, as an agent in
the field. What progress has been made with collaboration between the Member States, and
between yourself and the EU institutions, whether Europol, Eurojust or Eurofisc? We have
heard from them, and I would, of course, like to hear from you.

My final question is slightly broader. As you are aware, we are continuing to strengthen EU
legislation on money laundering. In view of the most recent amendments, what additional
measures could be taken to make a greater contribution to furthering your work?

1-091-0000

Philippe de Koster, President of the CTIF-CFI, Financial Investigation Unit (FIU). – Mr
Chair, I will try to answer very briefly, perhaps with the help of some figures.

We spoke of tax fraud and you asked me about cooperation with other countries and other
FIUs. In 2015, we processed eight cases of serious organised tax fraud which did not concern
Belgium and submitted them to the judicial authorities. These cases concerned instances of
tax fraud detrimental to the French Public Treasury. We also prepared three dossiers on behalf
of the Netherlands: one for Madagascar, one for Singapore and one for Poland. In return, that
same year, we received two dossiers concerning Belgian nationals abroad who were
defrauding the Belgian tax office: one dossier was sent to us by Luxembourg and the other by
Hong Kong. That gives you a lot of leeway.

There is certainly a great deal of progress to be made with regard to tax fraud. It is not so
much a question of cooperation. When I bring my colleagues at Tracfin cases of money
laundering and tax fraud affecting the French Public Treasury, they jump on them because
they are of interest to them. When I ask them for files on Belgians in France who are
defrauding Belgium, they have nothing to give us because they have no interest in such cases.
It is simply a matter of priorities. Perhaps we should rethink our definition of the term
‘priorities’.

I will give you another example, which may surprise you and which concerns the cooperative
relationship I have recently established with the Luxembourgish Unit. The case in question
deserves a mention. It concerns an instance of tax evasion, which has seen roughly a hundred
million euros enter Luxembourg from a company which went bankrupt around ten years ago
and which left many employees by the wayside, without employment. Now, given that
‘admitting your mistakes is half the battle’, they can simply come and say ‘I have committed
tax fraud and I want to regularise my tax affairs’. Well, no. Because we are talking about
fraudulent bankruptcy and misuse of public resources. Luxembourg is cooperating because it
discovered that the mechanism in question was a double abuse mechanism. So you see that it
works.

1-092-0000

Michel Claise, Belgian investigating judge. – On the positive side, to further collaboration,
we have the extraordinary tool that is Eurojust, we can count on support from Europol when it
comes to signing conventions, and we also have joint investigation teams. This means that,
thanks to judicial settlements, we no longer have to go through the extremely unwieldy
system of international letters rogatory and can instead communicate directly with other
countries.

One morning at 11.00, I sent an email asking for a search to be carried out in Warsaw at 4.00
in the afternoon, and it was successfully completed. These provisions are therefore extremely
effective.
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Eurojust and Europol provide us with interpreters for international meetings, and they are an
invaluable resource. Fees are taken care of, and fees for letters rogatory to other countries
such as Morocco are partially subsidised, which alleviates financing costs for the national
governments. That is a positive thing.

When it comes to international letters rogatory, we are looking at a never-ending system of
mutual assistance. In Europe, everything is going according to plan, despite the fact that one
European country in particular never responds, but that country will shortly be leaving the
EU.

With regard to the rest of the world, it’s very uncertain. I have visited Pakistan, Moscow and
other destinations following impeccable collaborative relationships, but every now and then
I’ll receive no response whatsoever. So it’s clearly very uncertain.
1-093-0000

Bernd Lucke (ECR). – My question is for Mr Naulin. You highlighted how significant
financial advisers at banks and financial service providers are when it comes to making
contact with Mossack Fonseca and advising beneficial owners accordingly. I would like to
know what we can do so that we don’t just prosecute the small fry for facilitating tax evasion,
but potentially also close in on the big players. In your written answer to our question you
said that 95% of cases which you have looked at are located in Luxembourg and were
overwhelmingly subsidiaries of German banks. That means that decisions have evidently been
taken at a high level in banks to locate targeted subsidiaries operating business models of this
nature in Luxembourg.

My question is: to what extent is your criminal investigation also targeted towards people at
managerial level in German banks who are responsible for setting up such structures? My
question also relates to how much time pressure you are under, as the statute of limitations
puts you under pressure. Because you mentioned that it began in either 2003 or 2005, and the
question is: what is the current situation with the statute of limitations? Is there a danger that
we will no longer be able to punish criminal behaviour because the statute of limitations has
put a spanner in the works either in Germany or in Luxembourg?

1-094-0000

Norbert Naulin, Head of the Investigation Group for Organised Crime – Tax Fraud (EOKS)
of the North Rhine-Westphalia tax authorities. – It is of course the case that we are first and
foremost able to identify investment advisers who are specifically linked to clients. It is also
well known that staff working as investment advisers and as private client advisers are not
‘off’ somewhere in the bank. We are, of course, also trying to outline responsibilities at the
various levels of the hierarchy. We always need to find a concrete lead for the specific crime,
though. And that is difficult.

The point is: German banks don’t just have subsidiaries in Luxembourg, and those which are
in Luxembourg are actually normal subsidiaries. The business is developed through them –
including private banking – and that was the case here, our information generally focused on
this area in Luxembourg. It is therefore not the case that banks specifically set up a subsidiary
for that purpose, but rather that the subsidiaries were always there and were already active.

Of course we not only consider those involved in Luxembourg to be responsible, but also here
in Germany, and if we are not able to get hold of the relevant natural persons, then we will do
what I said before: in the absence of corporate criminal law, we impose penalties on the legal
person. We don’t have any problem with statutes of limitations at the moment. We have
identified the systematic facilitation of tax evasion at the financial service providers, and
particularly severe tax evasion at that in the vast majority of cases. That means that we have a
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ten-year limitation period. As we have started the relevant procedures there in due time, we do
not currently have any problems with statues of limitations.

1-095-0000

Maite Pagazaurtundúa Ruiz (ALDE). – Mr Chair. Many thanks to everyone present. We
are taking note of all your leads and contributions, which are proving to be very interesting
indeed. You mentioned the FATF, which was invited to the Committee’s second hearing. It
did not attend, but Moneyval, the OECD and the United Nations all made reasonably weak
contributions, as you will be aware.

The Council has just decided upon the criteria for inclusion on the tax havens blacklist,
including the criterion regarding the absence of corporate taxation, with the result that it will
be very difficult to ensure that these tax haven lists are effective.

You spoke of putting pressure on facilitators. Earlier, Mr Michel asked about the most
appropriate course of action to take. And when we’re talking about modus operandi,
everything we know we have learnt as a result of the leaks. I would like to ask whether you
think that a similar approach to that taken on the issue of aircraft hijacking could be used for
the Directive on money laundering and ad hoc legislation. That is to say, the use of
mathematical engineering to determine flows, and identify the intermediaries, lawyers and
banks which appear time and time again. I wonder whether you might be able to give us any
clues here, as none of us are experts and we have a real political desire to seek out the most
appropriate mechanisms.

I would also like to ask your opinion of tax amnesties. In Spain, at least, a number of
Governments have granted amnesties. This results in impunity and the expectation of
impunity. In any case, we want to avoid making mistakes. You have already mentioned that
the legislation is heading in the right direction, but that we lack the means to apply it. We
would appreciate any comments you think might be of relevance.

1-096-0000

Philippe de Koster, President of the CTIF-CFI, Financial Investigation Unit (FIU). – Tax
regularisation is a concept we are familiar with in Belgium. The Unit has played a role in this
process from the very beginning – we are now carrying out our fourth tax regularisation
procedure.

During the first two, we acted as notaries and were not given a great deal of responsibility.
During the third and fourth, however, we have had a more important but reasonably complex
role. Contrary to what one might think, regularisation does not prevent us from making
progress.

The case that I exposed, involving the money laundering connected to fraudulent bankruptcy,
came to light as a result of the third tax regularisation. So it works.

Let people regularise their tax affairs. It’s a government decision, full stop. But we should be
allowed to work on certain cases and we need to ensure that tax regularisation does not simply
become another means to launder dirty money.

I think that’s it, we need to take the right course of action. There is some leeway and that can
be a positive thing.

1-097-0000

Norbert Naulin, Head of the Investigation Group for Organised Crime – Tax Fraud (EOKS)
of the North Rhine-Westphalia tax authorities. – I would like to go back to the adviser issue
briefly. We might not be able to do much more, because it is difficult to track what an adviser
does specifically. What we can do is incorporate specific mechanisms, specific reporting
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obligations – for example, we can use auditors who also audit correspondingly large
companies, requiring them to report relevant irregularities separately so that we know about
them. That would definitely be helpful. Apart from that, we also need to ensure, as our
colleagues have already said, that specific legislative measures are put in place, and that
always costs lots of money, requires lots of staff and takes a long time.

1-098-0000

Patrick Montagner, Deputy Secretary-General of the French Prudential Control and
Resolution Authority (ACPR) – Mr Chair, all I said was that I was not qualified to evaluate a
tax regularisation measure. The bank and insurance supervisor takes note of these measures,
but the matter does not fall within their field of activity.

What we have found, yet again, is that the justice system can sentence intermediaries other
than banks, including advisers, lawyers or other entities.

Our job is to ensure that the bank has done its job and that it reports any suspicious activity. It
really is a very specific role, and if we wanted to make any progress, our concerns would lie
more in ensuring that a group and all its component parts and subsidiaries could be monitored
beyond EU borders and guaranteeing full and effective cooperation. Amendments to the
fourth Directive could lead to enhanced cooperation by making it mandatory and entirely
systematic, and ensure that supervisors of the parent company of a group recognise their
obligation to meet with other supervisors, who, in turn, would be obligated to cooperate with
their counterparts. Given that the groups in question within my field of competence, e.g.
banking and insurance groups, are multinational, this aspect really is crucial.

1-099-0000

Fabio De Masi (GUE/NGL). – My questions are for Mr Naulin. I know that investigators are
reluctant to talk about current legislation, but we are here to revise the Anti-Money
Laundering Directive and I believe there are significant loopholes in it as before, particularly
the fact that fake managers can still be registered if the actual beneficial owner is not
established. Have you found any reason in your experience why a company would not be in a
position to identify its actual beneficial owner? Is that a justifiable loophole? What is your
view? Secondly, we are reforming the tax code in Germany, where there are exceptions for
letterbox companies outside the EU which do not need to be reported. I believe that estate
agents and notaries are not covered. What do you think of this issue? Are you concerned
about evasive reactions?

1-100-0000

Norbert Naulin, Head of the Investigation Group for Organised Crime – Tax Fraud (EOKS)
of the North Rhine-Westphalia tax authorities. – I am definitely concerned about the creativity
of those on the other side who use such loopholes. Every company ultimately knows who the
actual economic beneficiary is. But of course the most we can do – and this is why we can’t
change the world – is restrict their room for manoeuvre, like in football. You can limit the
opposition’s room for manoeuvre, but you cannot prevent them from scoring a goal. I also
need to draw up regulations which put companies, institutions and financial service providers
in a position where they are able to determine and identify the actual beneficial owner as
consistently as possible.

1-101-0000

Eva Joly (Verts/ALE). – Mr Chair, I would like to begin by saying that the Panama Papers
and the sweeping sums managed from bases in tax havens, which we know about through the
Bank for International Settlements, clearly show that the system does not work. The
supervisory authorities are unable to stop them and investigators are unable to carry out their
investigations and to penalise those responsible.

I would therefore like to ask Mr Montagner the following question. Could you explain to us
the advantage of being a Prudential Control Authority which deals with both banking and
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money laundering risks with regard to banks and insurance providers? Isn’t this field of
activity absolutely immense?

I would like to know what sanctions he believes should be imposed upon Société Générale
and BNP concerning the large number of offshore companies established through Mossack
Fonseca, in the knowledge that these companies were 99.9% criminally run, according to the
data collected as part of predominantly American investigations into Mr Levine?

1-102-0000

Patrick Montagner, Deputy Secretary-General of the French Prudential Control and
Resolution Authority (ACPR) – Mr Chair, the advantage of combining information about the
financial security of an establishment, its organisational structure, and its business model, and
information about whether it adheres to French anti-money laundering legislation under one
roof, is that we are able to establish whether we fully understand how the establishment is
structured, which enables us to understand how it organises its activities and internal controls.
Secondly, our field of activity is indeed enormous, whether we are talking about prudential
controls or tackling money laundering; we are only able to carry out surveys when we conduct
on-site investigations, and we cannot carry out on-site checks into all establishments every
year. We therefore have to choose which to visit and rotate between establishments, our
means being as they are.

Creating offshore structures is not prohibited, nor in itself illegal. In order to sanction banks of
any kind, all we need to do is establish whether they have breached French legislation in
transferring money out of France or whether they have voluntarily organised activities in their
subsidiaries from their registered office in France which are at odds with national rules or
international law. This is very difficult to prove. We are not a judicial authority. What is
more, in some countries, we are unable even to carry out on-site investigations, as it is
practically impossible to secure an agreement giving us access to local subsidiaries, which
would enable us to monitor their activities and find out what the French banks have created –
because they are responsible as far as I am concerned – and the kind of clients they deal with.
Some authorities simply said ‘you can only visit on the condition that you are not given
access to the names of customers, their economic situation, the transfers made and the reasons
for these transfers’. There is therefore no point in going, because you’re going in blind. All
you have permission to do is go on a trip.

As a result, the only way we can impose sanctions on an establishment is to prove that it has
contravened French legislation or banking regulations which require banks to monitor their
group as extensively as possible. But to do that we need to gather evidence, which is very
often lacking because we are unable to visit the countries in question.

1-103-0000

Romana Tomc (PPE). – I have a very short and very concrete question for all three, or
perhaps for the one who knows. What do you think of the current definition of politically-
exposed persons as prescribed in the Anti-Money Laundering Directive? Do you think it is
too narrow, too broad, or do you think it is just right?

1-104-0000

Philippe de Koster, President of the Belgian Financial Intelligence Processing Unit. – I do
not think we need to add anything to the definition, but what is lacking currently is a huge
database with all the names from all over the world. When we are talking about politically-
exposed persons within Europe or within my country it is quite easy to determine who is who,
but when we are crossing borders it is much more of a problem, mostly for the financial
institutions, and I think that here the European Commission needs to take an initiative to
clarify or to give a precise instrument for the stakeholders.



40 14-11-2016

1-105-0000

Patrick Montagner, Deputy Secretary-General of the French Prudential Control and
Resolution Authority (ACPR) – The definition is very broad. For us, establishing who falls
within this category is always complicated, as we have no frame of reference. When
launching our investigations, we therefore look at the issue from the point of view of certain
criteria. This involves finding out whether credit and insurance establishments have actively
attempted to identify all those who fall under the extended definition, which would now
appear to be very broad.

It must be difficult for the legislator to balance effectiveness with respect for private life,
given that the target group, including close family, often seems extremely large. We therefore
take the definition at face value and, above all, try to ensure that it is properly applied.

1-106-0000

Anneliese Dodds (S&D). – Thank you very much and I am sorry I was not in the Chamber
earlier. I was watching upstairs with my baby daughter who is very concerned about these
subjects as well. I want to follow up on some of the questions people have had about
European coordination and be very specific. Some of you suggested that we need to have a
European FIU to facilitate the creation of investigative teams, others have said we need better
prioritisation of demands from fellow European countries, and I accept the concerns that have
been raised about resourcing. We do not want to have information overload but, specifically,
do we need to do more to create a common European architecture for information exchange,
firstly around suspect transactions but also, secondly, around beneficial ownership? Do you
think what we have at the moment is sufficient? If there are the changes to include trusts,
which many of us are pushing for, will that be enough and do we need that to be pan-
European rather than country specific, as we have it at the moment?

1-107-0000

Philippe de Koster, President of the Belgian Financial Intelligence Processing Unit. – Very
briefly, I think the so-called EU FIU might be an interesting option when we think about
developing the joint analysis task of the FIU. This is what is clearly needed right now, a bit
like EUROJUST which puts people around the table, discussing and building a strategy. It is
the same for the FIU. I do not think we need something as big as OLAF, but something needs
to be established. Let me give you just one example. In June, we decided, together with
France, bearing in mind Europe 2016, that we should work together because something might
happen on the terrorism side. We decided to be on duty 24 hours a day, seven days a week,
and four weeks during that month. Nothing occurred. France raised this issue and Tracfin
raised this issue within Egmont but has not received any answer, no cooperation. We were
just thinking pre-emptively to do something, to be able to immediately respond to any request.
Unfortunately it all happened afterwards but nevertheless we were ready. Something needs to
be developed. I am not sure that the European Parliament could succeed in changing the mind
of the people but this is the key question right now.

1-108-0000

Ana Gomes (S&D). – Mr Claise, you spoke of FATF errors, and we also spoke of siphoning
funds out of Panama and, I would add, Angola. Why these errors? Would you say that the
fourth Directive on money laundering, which enables us to target the director of a company
rather than the most recent beneficiary, takes the wrong approach?

1-109-0000

Michel Claise, Belgian investigating judge. – No, what worries me most is the tax havens
blacklist. I think that work to establish a tax havens list should be carried out on an
international scale. Over the years, countries have gradually been removed from the original
list drawn up by the Financial Action Task Force.

Allow me to give you an example: Monaco has been removed from the list. Article 1 of the
Decree on obtaining non-residence status requires you to supply all your water, gas and
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electricity bills. It is no secret: if you want to make money in Monaco, act the caretaker and
spend your time turning on the lights.

1-110-0000

Philippe de Koster, President of the Belgian Financial Intelligence Processing Unit. – I
would like to add something as an answer.

I have the list here in front of me. There’s a country that I’m looking for in vain and maybe
the European Parliament – thinking back to the question – could help me out. Why isn’t the
State of Delaware on this list? Why can’t I find it?
1-112-0000

Michel Claise, Belgian investigating judge. – Because Delaware hacked Mossack Fonseca.

1-113-0000

The Chair. – That is one of the gaps we’ve known about for a long time, and one which we
need to find an answer for. I assume that American lawyers do an even better job in their own
country than the Panamaian law firm. But that is something that we will try to find out. I
would like to thank all four participants on our panel. We have been presented with very
interesting and important information which we need to assess. I am grateful to colleagues for
being so disciplined in this second half.

I would like to remind you that on Wednesday at 11.00 Nobel Prize winner Professor Joseph
Stiglitz will be here. He was Chair of the Panamaian Government’s expert committee on the
Panama Papers and recorded his findings in July. He will be here for an hour and a half. I
hope that we will have an active debate. Then on 7 December, Mr Moscovici and the Maltese
and Slovakian Council Presidencies will be here to discuss previous and future tax issues and
then in the new year we will carry out further investigations. Thank you very much, this
concludes today’s sitting. I would like to thank the interpreters and I wish you all a pleasant
evening.

1-114-0000

(The sitting closed at 18.30.)


