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1-002-0000

IN THE CHAIR: FABIO DE MASI
Vice-Chair of the Committee of Inquiry into Money Laundering, Tax Avoidance and

Tax Evasion

(The meeting opened at 14.36)

Chair. – I would like to welcome everybody to today’s PANA Committee meeting, which I
will be chairing. My name is Fabio De Masi. I am the Vice-Chair of the Committee of Inquiry
into Money Laundering, Tax Avoidance and Tax Evasion, and I am substituting for our Chair,
Werner Langen.

The subject of our meeting today is ‘Money Laundering and Tax Evasion: the impact on
Member States and how effective they are in fighting it.’ We have just received some studies.
We have not been able to read all of them yet, but I can tell you that the impact is not good – or
so I presume at least, as a working hypothesis. The first item on our agenda is the adoption of
the agenda. This was emailed to Members on 18 April 2017. Are there any comments on the
agenda? As that is not the case we can move to the second item, the Chair’s announcements.

I shall welcome the Members and the general audience. I think we also have a live stream. The
purpose of the meeting today is to present part of the academic work that has been
commissioned by our Committee. This is very good because some of our Members have had a
very long voting session today. I do not know how you feel about it, but during long voting
sessions my brain level goes down considerably, so now we have the chance to elevate it again.
We will have a similar meeting to the one today on 2 May. Some work was already presented
on earlier occasions and can be found on the Committee’s website. It goes without saying that
these studies represent an essential part of our Committee of Inquiry’s fact-finding.

In today’s meeting three studies will be presented, which are divided into two panels. The first
panel focuses on the impact of money laundering and tax evasion on EU Member States’
economies and finances. The second panel, which includes two studies, focuses on the role
played by Member States’ administrations in fighting tax evasion and money laundering.

Before I start explaining the proceedings for today and introduce you to the speakers for the
first study, we will show you a short film to introduce all the studies that have been
commissioned by the Committee. Our technical team can start the video now.

(The Committee then watched the short video)

We can see the progress our Committee has made even from the fact that at the beginning we
had some technical problems, but now everything went smoothly with the video. That is
something.

We face considerable insecurity around data, for example on the impact of tax losses due to tax
avoidance and evasion and also money laundering, which is why I think those studies will be
very helpful. As presented in the second panel, we will discuss the legal consequences taken by
Member States, and here I will just make a short comment: we sent a questionnaire to all
Member States about steps and measures taken – this concerns the studies in the second panel
– and so far we have not received replies from Malta and Hungary, which is regrettable as Malta
holds the current Presidency of the European Council. So we want to encourage them to respond
to us. While we have also not yet received replies from Denmark and Spain, both have indicated
that they will reply very soon.



27-04-2017 3

Each presentation of a study will have a maximum 25-minute slot, which means that our three
colleagues here will have about seven minutes each. After both panels, there will be an
exchange of views with the members of our Committee. Questions will be asked in slots of five
minutes, a question having a maximum of one minute with the remaining time devoted to the
answer. If time allows, the Member will have to possibility to ask a follow-up question without
extending the overall five-minute slots. Please be aware that each time a speaker activates the
microphone to make a speech, the camera will be automatically directed towards the speaker.
That is helpful to know.

So we move to the first study on the impact of schemes revealed by the Panama Papers on the
economy and finances of a sample of Member States. On my left we have with us Mike Beke
from Blomeyer & Sanz, David Buck in the middle and Jack Malan from the Centre for Strategy
and Evaluation Services. The administrator responsible on the part of the European Parliament
was Jean-Jacques Gay, policy analyst in policy department D.

The first study aims to assess and evaluate the overall impact of tax havens and offshore areas
on the EU and Member States from a financial, economic and budgetary point of view. The
documentary calls for key legislation to be put in place within Europe and in the rest of the
world to limit the impact of tax havens and offshore areas, and proposes a number of rules to
effectively strengthen current legislation to better combat the negative effects of tax havens.
The study was sent to Members on 18 April 2017, and is available on the PANA website.

I am looking at the researchers – you will take the floor first. The floor is yours.

1-005-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Thank you very much indeed for
inviting us here to present the study on the impact of schemes revealed by the Panama Papers
on the economy and finances of a sample of Member States. The three of us are going to share
the presentation; I will start it, my colleague David will then present bits of it, and finally there
will be Mike, towards the end.

Perhaps I could start by just giving you an overview of the objectives of this particular study.
The first aim was to look really at the amount of money that is not being contributed towards
the budgets of Member States because of the schemes revealed by the Panama Papers. We then
go on after that and look at the economic effects of not having this money to spend on
programmes and other activities which could serve a productive use in terms of creating jobs
and wealth. The third area we look into is the impact of schemes revealed by the Panama Papers
on financial crime and activities to do with the functioning of the financial systems. I should
say at the outset that we focus in our research, to the extent that it is possible, on schemes that
have been used by individuals to perpetrate tax avoidance rather than on companies that do this.
The dividing line between these two things is a little blurred because individuals use shell
companies and other mechanisms to avoid tax, but our focus was looking at the extent to which
the schemes revealed by the Panama Papers have led to individuals avoiding tax and what those
numbers are and what the potential impacts are.

The last aim, which is on the slide at the bottom, was to look at the existing measures but then
also to try and come up with measures which can build on what is being done already and
provide an effective mechanism for combating this sort of practice.

Turning to the methodology, in essence we adopted two approaches to try to estimate the
budgetary and economic effects of these schemes. The first approach was, if you like, an
empirical approach and involved us carrying out interviews and other research across a sample
of Member States: Cyprus, the Czech Republic, Germany, Denmark, Spain, France, Poland and
the UK. We held quite extensive discussions with the national authorities; we had written
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contributions from a number of them, with academics and other experts and with journalists
who have been involved in helping to uncover these schemes.

The second approach was to try to produce estimates of the budgetary and economic effects
through the use of an econometric method. This was undertaken by an expert, who was part of
our team and involved the use of a thing called the Orbis database and trying to look at
individuals who are linked to companies which are known to have been involved in certain tax
havens, and then using that to compare with companies which are not involved, and making
certain deductions from that. We can go into the detail of this model to a certain extent,
hopefully, in our discussion. Then the whole lot was brought together in the form of our report.
I am happy to say that these two methods produced estimates which are broadly consistent with
each other.

Just a final word from me at this stage: the report, which I think you have, is divided into five
main sections. I won’t go through them in detail because you will probably have had a chance
to look at them, but the first three sections examine the context in which these sorts of activities
take place, in other words the concepts of tax havens, offshore financial centres and so on, and
tries to pull together existing research on what is known about the scale of the activities that go
on in relation to this sort of practice. Section 4 is very much where we bring in the results from
our research, and try to look at the budgetary, economic and other effects of the schemes
revealed by the Panama Papers. We will be concentrating on the findings in this section in this
presentation. The final section, as I said a moment ago, reviews existing initiatives but then also
develops a number of recommendations on how to strengthen and develop these initiatives.

I am going to hand over now to my colleague David, who will take us through the next couple
of slides on the way in which we have looked at the question of how much money is being
diverted away from the budgets of the Member States.

1-006-0000

David Buck, Centre for Strategy & Evaluation Services. – Good afternoon. In order to
determine the budgetary impacts we had to identify the net tax gap in Member States due to the
users of these schemes. As we said, the user base of the schemes seen in the Panama Papers
were predominantly individuals and small companies. As you can see on this slide, the net tax
gap is the amount of tax revenues owed but not paid to governments, and does not include what
was recuperated or paid in late payments. As you can see from the slide, the schemes revealed
by the Panama Papers fall across general non-compliance – i.e. tax evasion and tax avoidance.

With our focus mainly on the individuals using these schemes, we did not include the tax
evasion or avoidance of multinational enterprises or large corporations in the net tax gap. The
available data at the national level through our interview programme was varied and the quality
varied as well. However, we did find that the schemes revealed by the Panama Papers do
directly reduce the funds available to national authorities. Our micro-economic assessment
indicated a base erosion of EUR 88 billion to the tax base in 2015. Applying corporate income
tax rates, this would indicate a loss of approximately EUR 19 billion in sample countries alone.
If we scale this up, this suggests that the cost of the schemes, both the Panama Papers and others
like it, could cost the EU 28 at least EUR 100 billion per annum in tax revenues and this is
consistent with estimates held at national level that reached this same figure of EUR 100 billion.

For context, this is approximately 10% to 25% of the size of the shadow economy as estimated
by the Tax Justice Network in 2011, which it valued at approximately EUR 1 trillion. To give
context, that EUR 1 trillion figure is inclusive both of individuals using tax havens and of
multinational enterprises and large corporations. The impact of these schemes on the budget of
the EU Member States is therefore considerable. My colleague Mike Beke, will elaborate on
the consequent economic effects.
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1-007-0000

Mike Beke, Blomeyer & Sanz. – As we have heard, the budgetary impact in turn reduces
spending that could otherwise be made on public services such as education and health care,
but also other areas with substantial job creation potential such as business support or
investment in transport infrastructure or regional development measures.

Determining the impact on employment is difficult to say the least. On the basis of the estimated
losses in tax revenue to EU Member States, a conservative estimate would be that around 1.5
million direct jobs could have been supported with the money that was lost to national
authorities. Of course, government expenditure does not translate directly into job creation, but
when considering that Member States spend on a yearly basis more than EUR 200 billion on
labour market policy interventions, it is clear that there is likely to be a very considerable impact
arising from the tax revenue lost to national authorities. This money could, for example, be used
to help ensure higher levels of expenditure on measures to help unemployed citizens, especially
given that, since the economic crisis, the number of employed people has risen
disproportionately in relation to the amount spent on labour market policy interventions.

In terms of wider economic impact, our report points to research on how the existence of tax
havens undermines productivity in public and private sectors, with companies and individuals
extracting money from an economy without actually adding to economic growth. This
discussion revolves around the idea that free markets are defined by conditions that enable
perfect competition between market users, but stakeholder feedback collected from our study
suggests that this is being distorted by the use of tax havens. In particular, the secrecy of its use
distorts a market environment where all consumers and producers should have information
available to participate.

To illustrate, research shows that investments can depend on whether companies use tax havens.
For investors, the company associated with a known tax haven creates an asymmetrical risk,
especially concerning the tax future, and as a result a higher return on investment could be
required or investment itself can be lower. In that case, investment in actual productivity is
reduced, which could mean less employment.

The impact, once information on the use of tax havens becomes public, has been studied in the
case of the Panama Papers. Researchers calculated that the leak erased EUR 135 billion US
dollars in market capitalisation among 397 public firms that were traced as users of the offshore
vehicles exposed by the papers. Interestingly enough, the researchers also show that a firm’s
value declined mainly for those cases where offshore activity was previously a secret. For
example, reputational damage could further lead investors and shareholders to divest, and this
in turn may reduce profitability and employment among these firms, and hence negatively affect
economic production in countries in which these firms have substantial presence. If you
continue to the financial system impacts of tax havens and offshore financial centres and crime,
then we see that the use of the Panama Papers schemes for illegal activities does not only include
tax evasion, but also instances of laundering proceeds of corruption, bribery, terrorism, drug
and human trafficking, illegal immigration and cybercrime.

The revelations resulted in authorities launching civil and criminal tax evasion investigations
in a series of countries across the globe, as well as in the EU. Our study points to the link
between the use of offshore areas and financial crime, which is particularly relevant when
looking at enforcement.
For example, we see that companies can use offshore vehicles to finance bribery and this way
acquire large public contracts. The transaction costs can determine whether these companies
resort to bribing corrupt officials, and the likelihood of being prosecuted for violating anti-
bribery regulation can weigh in when resorting to corrupt practices through offshore vehicles.
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In other words, the impact of the Panama Papers could have an effect on stronger enforcement
and this way encourage companies to stop using offshore entities for bribery.

Figures from Europol from 2010 noted that nearly 250 000 money laundering cases were
prosecuted in the EU. During a hearing in this same committee, Europol revealed that it had
found from the Panama Papers database almost 3 500 probable matches to their own database
on organised crime, tax fraud and other criminality.

1 722 names from these matches were linked to entities that had been reported by EU Member
States as being involved in potential money laundering transaction. Compared to the total of
prosecuted money laundering cases, this suggests that the impact on the status quo has been
marginal, or that a lot goes undetected. Relating to other financial crime, Europol matched
roughly 500 names to Eastern European organised criminal gangs. To understand this
dimension it has been noted that in 2013 there were 36 000 criminal groups active in the EU.
Furthermore, we also know that Europol connected 388 names to VAT fraud operations.
Another thing one needs to consider is that the yearly losses of VAT income are estimated to
be around EUR 100 billion.

116 matches were linked to Islamic terrorism, which is around 15% of the number of people
arrested each year on suspicion of terrorist activities in the EU. In general terms, we find at
these figures need to be interpreted with caution due to the fact that the probable matches as
detected by Europol have not yet been properly investigated, and thus the correlation between
actual matches is far from clear. Also, the Europol data might not be exhaustive.

1-008-0000

David Buck, Centre for Strategy & Evaluation Services. – As a third purpose of our study, we
will make a series of recommendations and I should probably emphasise at the outset that many
of these recommendations would have been made to the committee previously by other groups.
However, where we restate them is a case of accelerating and expanding on those measures.

The first recommendation we would make is to guarantee the protection of whistle-blowers
involved in a case of tax avoidance. We recommend that some sort of EU measure for the
protection of whistle-blowers in the European Union would be beneficial. Distinct from the
justice aspect, there are two benefits. The first is the availability of information and a better
quality of data which would derive from the protection of whistle-blowers, that information is
otherwise shrouded in secrecy. The second benefit is that the protection of whistle-blowers acts
as a deterrent against individuals or companies from using tax havens or offshore financial
centres, knowing that the possibility of leaks is there and that the whistle-blowers would be
protected. The OECD has made the case for increased protection as part of its anti-corruption
plan, but EU Member States currently vary in their appliance of whistle-blower protection laws.
We appreciate, however, that this issue has significant implications for other sectors.

The second recommendation we make is to uphold the fiscal neutrality of the definition of a tax
haven. We would emphasise that in order to promote greater international cooperation is
important, but a cooperation criterion determining which jurisdictions are listed may draw
criticism of bias or favouritism, and undermine the legitimacy of any published grey list or
black list.

We recommend that in the interests of neutrality the EU should publish a grey list with an
assessment framework that includes its own EU Member States as well as third-country
jurisdictions, as there is a draft list that stands currently.

Our third recommendation is to promote the establishment of registers on beneficial ownership.
Under the fourth anti-money laundering directive some Member States are implementing such
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registries at the moment. It is a case the EU should publicise and publish a Good Practice Guide
on doing so. Beneficial ownership registries require firms to share information on majority or
minority shareholders that reach a certain percentage share of the firm. We appreciate, however,
that there are disputes in this area over the risks with relevance to privacy. The other aspect we
would emphasise in this regard is the use of the Common Reporting Standard, and we
emphasise that it would be very important to evaluate and monitor the effect that this has on
law enforcement, specifically on the detection, investigation and prosecution of cases of tax
evasion.

The fourth recommendation is to develop methodologies which can be used to generate reliable
and comparable data on the magnitude of tax avoidance and evasion. One issue that has arisen
from our research is a lack of publicly available and reliable data, as such the European
Commission recognised this in 2015 and it has begun working with Eurostat and Member States
to explore the ways to improve data collection. This study suggests it is important to further
pursue such efforts and highlighting the difference between data collection on corporate tax
avoidance and evasion on the one hand, on which most research seems to focus on to date, and
tax evasion by individuals on the other hand, where data is particularly patchy.

An EU measure in this regard could take various forms: the possibility of an EU financial
intelligence unit is one such possibility. I am going to hand over to my colleague who will
continue the recommendations.

1-009-0000

Jack Malan, Centre for Strategy & Evaluation Services. – I think we only have a couple of
minutes left, so I won’t go through these in any detail but we have three others listed there
which are more closely related to information on anti-money laundering with tax transparency
rules, promoting using the European semester and the mechanism under that to promote
integrity and transparency of the financial sector, and then last but not least taking initiatives to
encourage good tax governance standards more widely and not just within the year.

I just want to briefly summarise before we have our discussion. I think it has been difficult for
us to quantify these measures which we have been talking about. In other words, the effects of
schemes revealed by the Panama Papers on EU budgets and on Member State economies: it is
a very difficult task given that the information that is available is very fragmented, and doesn’t
provide a particularly good or complete picture. Nevertheless, we are reasonably confident that
the figures which we have given provide a good indication of the scale of the financial and
economic effect of these schemes and it is obvious, I think, from the numbers that we’re talking
about a major impact, the scale is quite significant. We think that it will probably take quite a
long time to get to the bottom of what is going on through these schemes that have been revealed
by the Panama Papers. We have merely scratched the surface but the full extent of the problem
will take longer to understand, but there are measures, in our opinion, which could be taken
now to try and stop this sort of activity going on. Thank you very much, and we are obviously
very happy to answer any questions you may have.

1-010-0000

Chair. – Thank you very much, and congratulations on keeping exactly within the suggested
time limits. It is fair to say that we deal with a lot of insecurity when dealing with this kind of
data, but at least we can see that, as the Panama papers revealed only a part of the offshore
business link to the law firm Mossack Fonseca, there should be considerable impact on
investment, employment creation, and I found it particularly interesting that on the Europol
database where not all categories were significant, the revelations linked to Islamic terrorism
were quite considerable. So this is something that we should bear in mind when examining the
responses of Member States such as freezing bank accounts of the individuals concerned.
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It is also good that you remind us of certain recommendations that Parliament has made before,
like whistle-blower protection, because it is always good to repeat those recommendations since
to my knowledge the Commission has not yet delivered on that front.

But enough from my side. Now I invite the two PANA co-rapporteurs to take the floor, followed
by other Members. First, we have Mr Jeppe Kofod from the S&D Group, you have five minutes;
and after that Petr Ježek will take the floor for the ALDE Group.
1-011-0000

Jeppe Kofod (S&D). – Thank you, Chair, and thank you also to the researchers and the
academics. These are very useful findings, and I am also happy about the last remarks you made
to the effect that we have really highly-qualified estimates before us – firstly on the EUR 19
billion in the sample of eight EU member countries and, if you add it up for all 28,
EUR 100 million in lost revenues and secondly, that this could have supported around
1.5 million jobs. I think that is also a significant number, and that is only the more human side
of this problem.

I would go to a question on your definition and discussion on tax havens, offshore centres and
secrecy havens, because in your recommendations you also focus on that. You talked, I think it
was in point 2 or 3, about upholding the political neutrality of the definition of tax havens. We
all know that tax havens, secrecy havens, are the way our intermediaries – the middlemen –
operate in this opaque web of companies and entities and so on. So I want you to elaborate, if
you could, on what key indicators from your research we should use to define tax havens. If
you could say a little bit about that – I know it is difficult, but I think it is important we get into
that discussion. Linked to that also, could you point to what an optimal criteria of tax havens
is, in your view?

Then, secondly, there is the way you did your assessments and evaluations of the eight Member
States. Can you say a little bit about this? Have you discovered any strengths or weaknesses in
the countries that you picked among the eight states that could have affected the estimates on
the impact of tax havens and offshore areas? I mean this is eight states and they are very
different in many ways, but can you say a little bit about the strengths and weaknesses of the
countries you picked and whether this has an impact on the study as such?

1-012-0000

David Buck, Centre for Strategy & Evaluation Services. – To address your first point over the
definition of a tax haven, we do distinguish between a tax haven and an offshore financial
centre. To give a definition for a tax haven that we use, we recall a 1998 definition used by the
OECD and that has three distinct characteristics in defining a tax haven. The first is whether
they apply no or nominal taxes such as inheritance, income or corporate tax to non-residents.
The second is whether they have laws and measures which prevent the effective exchange of
relevant information with governments and taxpayers, and the third is whether they lack tax
transparency – that is whether it makes it harder for countries of origin to take defensive
measures or prosecute over the use of these schemes. The distinction we make with offshore
financial centres is that we recall the IMF’s working definition of offshore financial centres in
that they have a value of financial services that is disproportionate to the value of their domestic
economy. That is something we would like to emphasise.

In regard to the optimal criterion in your second point – and I would invite colleagues in just a
moment to add further – we would make the case that it is far easier to measure the case of an
offshore financial centre because of this disproportion to the domestic economy than it is to
measure a tax haven. A tax haven may in certain respects be a default case where you can
categorise to what extent low taxation applies. Our previous research did not indicate, because
this is of some dispute due to competition and the competitive nature of tax rates, to what extent
you can identify the exact measure or threshold for a tax haven.
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1-013-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Maybe I could just pick up on the
second question, which I think was about the extent to which the sample of seven countries may
have influenced the findings from the study and the strengths and weaknesses of these different
countries in terms of the subject we are dealing with. I think the sample was actually quite a
good cross-section of Member States in terms of the characteristics of the EU 28, and I imagine
it was for that reason the sample was chosen at a meeting of coordinators, so we are reasonably
happy with the representativeness of the sample. But, having said that, we got varying amounts
of data and information from these different countries. Some provided us with quite good
quality and quite a lot of information, whereas others did not, so our estimates of the budgetary
impacts, although based on the research involving those seven countries in the sample, relied
more heavily on some of them – the larger ones actually in the group – than others, which of
course then has effects when one tries to scale these numbers up to the EU 28. So from a
methodological point of view there were indeed weaknesses in the sample in terms of data
availability. I do not know whether my colleagues can add anything in terms of the strengths
and weaknesses, but I think from my perspective those were probably the key things.

1-014-0000

Mike Beke, Blomeyer & Sanz. – It is rather difficult. We looked at the eight sample Member
States and of course there are many conditions that affect the strengths and weaknesses that
could have impacted the estimates because the national scenario is very different. Just to
illustrate and give an example, the reporting that was done by the local journalists in Spain very
much showed that the fiscal amnesty measures that were taken by the government generated
movement of people bringing their money back, which was already identified by the
government but also confirmed by the Panama Papers leak, because these kinds of moments
were visible. So I think this definitely has an impact on these estimates, just to illustrate.

1-015-0000

Chair. – We now move to the second co-rapporteur, but I have learned that it is not Peter who
will take the floor as he has had to attend a shadow meeting and could not follow the whole
presentation. Instead, Mr Louis Michel from the ALDE Group will represent the Committee as
co-rapporteur.

1-016-0000

Louis Michel (ALDE). – I would like to begin by asking you, Mr President, when we will have
the French version of the study. I am a teacher of English, but I would still like to have the study
in French, as a matter of principle. More and more of our work here is in English, yet the country
which uses this language the most will soon no longer be in the European Union. I would also
like us to be fair to those who speak French. This is my first point. Although it is not a very
weighty matter, it is a question of logistics.

I would like to ask you a fairly precise question. I was interested to note the conclusions of this
study, which are sure to give us food for thought. But if this is to be credible and of any real
use, the databases with which you worked must be flawless. Here is my first question: in this
Panama Papers package, we know that some structures can be classified as illegal. We also
know that a large proportion of the structures are not illegal. They may be immoral, but they
are not illegal. So I would like to know if the structures you studied and which you used in your
study are all clearly illegal ones. Or did you use all the structures? Did you adopt a global
approach, without being able to distinguish between what was legal and what was illegal? There
is no double meaning in this question: it is strictly technical. But I think it is also important in
law, as the recommendations we have to make must, of course, comply with the law. So I do
not want our recommendations to run into legal difficulties. This is an initial question which I
think is important. In other words, did you subject the structures which you chose and which
led to the conclusions of this study to a value judgement or to an empirical evaluation?
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My second question is this: do you think tax harmonisation in Europe – i.e. the imposition of
the same rules for calculating companies’ taxable profit and loss – is possible, given that the
number of tax rulings – i.e. a beneficial tax agreement concluded between a country and a
multinational, for example – has risen since the LuxLeaks scandal and that drawing up tax rules
at European Union level requires the unanimous accord of the Member States? I would like to
hear your opinion on this. Do you think that better application of sanctions, alongside targeted
checks, would be a solution to tax avoidance? Would a European list of tax havens be of use in
putting pressure on the Member States? In this regard I had the opportunity of putting the same
question to everyone who has appeared before this committee, and I have not yet received any
replies. This is not a criticism, but you can perhaps enlighten us in this context. I asked about
knowing what the differences are between the notion, the concept and the definition of tax
evasion, tax fraud and tax optimisation. I myself cannot see any big differences, but I know that
there are differences in the eyes of the law, unfortunately, and that those nuances are clearly
significant. So I think this is important.

And finally, my last question: was the estimate which has been made and which is clearly of
interest to me – I’m not convinced that it is a true reflection of reality but I grant that it can’t be
easy – of the tax loss drawn up, or does it exist, for the whole of Europe? I know you were
concentrating on eight countries, but are there bodies, institutes or statisticians which have data
for Europe as a whole? This is something which I think is important.

Finally, I have some doubts about the number of jobs lost, and I would like to know how this
was calculated. You talked about 3.5 million, then of 1.5 million, and I understand this
technically. But you stated that the cost of creating one job was estimated at EUR 50 000. Now,
from an economic point of view, a job is not created with EUR 50 000 – not in my country,
anyway. In my country the cost of creating a sustainable job is estimated at EUR 200 000, not
EUR 50 000. Apart from in public administration. But if you recover money and then invest it
by creating jobs in public administration, you are entering the field of politics, which is a
different matter. This is a more technical question, but it is important for credibility – even if
the number of jobs lost may be higher in my opinion.

1-017-0000

Chair. – Mr Michel, all I want to say is that French is a very important language and a
magnificent one. It is perfectly in order to speak French here. The summary of the study is
available in French but unfortunately the study itself is only available in English.

1-019-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Thank you very much. I will ask my
colleagues to help deal with these six or seven points and I will come in towards the end on the
last two, but I would like to get David here to perhaps answer the first one and then Mike to
pick up on the second one, and we will go from there.

1-020-0000

David Buck, Centre for Strategy & Evaluation Services. – On the issue of the legal distinction
between tax evasion and tax avoidance, for the sake of the assessment of budgetary impacts we
treated the net tax gap that was caused by the users of the Panama schemes as inclusive of both
the tax avoidance schemes which are legal, and the tax evasion schemes which are illegal. For
the sake of our budgetary assessment, we could not make a value distinction between those two
concepts. We appreciate, for instance, that in one Member State the national framework will
cite one estimate as inclusive of legal uses of these schemes, and the next Member State will
cite them as illegal uses and cite them as tax evasion and not avoidance. The distinction between
the two did not afford the ease with which we could correctly estimate the impact of the Panama
schemes as a whole on the EU Member State and so we treated that inconclusively.

1-021-0000

Mike Beke, Blomeyer & Sanz. – Just on the question of creation of jobs you are absolutely
right. That is why part of the emphasis should be placed on the labour market policy
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interventions that could come out of this. We have done a very straight one-to-one comparison,
and have made a very conservative estimate on the basis of this.

What we have seen from the data – for example if we look at the EU’s economic growth
between 2005 and 2008 – is that this led to a decrease of almost 20% in the number of
unemployed people and that expenditure on labour market measures declined over that same
period. But then with the financial crisis we have seen that the number of unemployed people
increased and as a result the expenditure of governments on labour market measures also rose.
However, this changed in 2010 while the number of unemployed people continued to grow. So
in 2011 the expenditure on labour market measures dropped compared with 2010, while the
number of unemployed stabilised.

So the lost tax revenue, and that is what we are trying to argue, could have helped governments
to maintain levels of labour market policy, and this would have supported, for example, some
140 000 EU citizens who lost their jobs during the period 2010-2011, and perhaps this is a solid
figure that gives an estimation of the impact of this.

1-022-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Just to complete one or two of the
points here: on the cost per job, we were trying to look at an average across all the EU 28. I
knew that in some Member States the cost per job – to the extent that there is a single figure, at
least – is much higher than the number we have quoted, but that was what we thought would
be a reasonable number for all 28 Member States.

On the question of the focus on eight countries and whether there would be data available for
all EU 28, we only touched upon some of the countries which were not included in our sample.
We did not really have a remit to go much beyond seeing what was publicly available through
already published material.

1-023-0000

Chair. – Apologies, we are a little bit over time, so we have to cut it here. I apologise; it is my
fault because I did not have the proper tool present to watch the time, but I have it now, so we
will catch up. The next speaker on our list is from the EPP Group, Mr Vandenkendelaere.

1-024-0000

Tom Vandenkendelaere (PPE). – As you have your gavel in your hand, I shall make sure that
I am quick enough. I should like to cordially thank the researchers for the thorough study that
they have produced, which also makes it very clear how disastrous the impact of such tax
avoidance arrangements is on the budgets and economies of Member States, even affecting
measures to tackle crime, as Mr Beke has also observed. I also very much hope that the findings
that you have arrived at can be ‘marketed’ further so as to bring home to Member States the
fact that they must not waste the opportunity afforded by the momentum of the Panama Papers
to take the necessary measures.

I have two specific questions that I should like to put to you. The first is this: in your study, you
seem to be fairly positive about the fact that the Common Reporting Standard is to be adopted
by most existing tax havens. Yet we have seen several times that the problem lies not so much
with the formal commitments that tax havens enter into as with a failure to genuinely act on
them. Panama is a painful example of this, surely. That is the reason for my question, if I may
anticipate somewhat further the findings that you have arrived at: how can the EU, as a powerful
trading block, best ensure therefore that those jurisdictions genuinely comply with this
Common Reporting Standard and other anti-money laundering requirements?

A second question: in your study you also rightly draw attention to the hypocritical attitude of
the USA, which is upholding its unilateral FATCA legislation, requiring tax havens to pass on
necessary information while the USA itself protects those who are resident for tax purposes
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within its territory against the tax authorities of other countries. By means of that practice, the
USA itself is effectively in danger of becoming part of the huge fiscal black hole, if I may put
it that way. What can the EU do about this? Should the EU adopt a FATCA of its own and also
impose common taxation at source on financial institutions and businesses which are not
prepared to disclose information about resident tax payers with accounts and assets in that
country, if those persons are at the same time resident in an EU country? Could that then, for
example, be a solution for us?

1-025-0000

David Buck, Centre for Strategy & Evaluation Services. – To address the issue of an EU
measure and what form it should take, we agree that – if I understood you correctly – it should
be some sort of EU Financial Action Task Force, or even an EU financial intelligence unit. To
what extent it can improve not just the exchange but the quality of the information that is shared
between financial intelligence units, that would have very positive effects on the internal market
and for trade. We did come across in our field work, whilst interviewing the national authorities,
that very often there was cooperation in sharing some of the information, but the information
that was shared just was not standardised and its utility was put into dispute.

1-026-0000

Sergio Gaetano Cofferati (S&D). – I would like to thank our guest speakers for the
contribution they are making to our work. Above all, I am reassured by the fact that in their
investigations they too have noted the scale and dimension of the resources that have been
purloined from the Member States through tax evasion and avoidance. Different figures may
be put on the impact this has had, especially in terms of the number of jobs those resources
could generate, but while the figures are open to debate, it is clear we are talking about
wholesale resources, which in an area like Europe that is in long-term crisis could have
generated benefits for the Member States.

As you know, the Commission has brought forward a proposal to draw up a list of the countries
which break the rules – tax havens – but it would like to limit this to third countries. Personally,
I agree with your suggestion of also including European countries in that list. Your help in
doing this is important to us. I would like to ask whether you also have a clear idea, based on
what is known today, of which European countries it might be that could be included in that
list.

Following on from that question, I would like your opinion on the matter of penalties, because
little has been said about them. If there is a country which, based on your definitions, is a tax
haven, what kind of penalties can be imposed? What instruments do you think would provide
the most effective means of punishment? Because if we identify the transgressors but never
mete out punishment, we risk acting in a purely academic manner that brings little social or
economic benefit. So I consider your view, your opinion, on possible penalties to be important.

1-027-0000

David Buck, Centre for Strategy & Evaluation Services. – Firstly, on the issue of the EU
blacklist, in our proposal our recommendation is that in the course of the assessment the EU
Member States should come under that, but what form that publishing should take can vary.
We do not believe it should be simply a case of black and white. I think it should go in-depth
enough as a grey list to identify which countries are being cooperative and trying to tackle this
issue, but are still operatively a tax haven and, on the other hand, those that are choosing to
ignore. In very limited cases, there are third countries that ignore, for instance, a Financial
Action Task Force’s jurisdiction and they are blacklisted; that is a clear black and white issue.
But in the case of EU Member States it needs to be incentivised for cooperation agreements and
it needs to be a case of recognising whether there is valuable work. In the Panama Papers, for
instance, to take one example, the United Kingdom is cited as a tax haven in the Panama Papers
and our micro-economic assessment suggests a sizable loss to the national authorities, but on
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the other hand they are taking the lead in publishing a register of beneficiary owners, so there
are different ways of looking at this.

On your second point, and the question about the use of economic sanctions, again we would
emphasise that the effective model we would recommend would be a case of incentivising
cooperation and this can work through, and is linked to, the use of a grey list. The OECD has
been effective at doing this and did so in 2009 and in 2000 when it originally published tax
haven blacklists and it subsequently could remove jurisdictions on the basis of internationally
agreed standards. Those international agreements can be made again. It is a case of ensuring
that they are verified, and the EU is in a good position to do that itself.

1-028-0000

Bernd Lucke (ECR). – Chair, it is customary in this House for people to express themselves
politely and diplomatically. But I would like to set this principle aside for a moment and say,
quite simply, that I am extremely disappointed with what you have served up here today. I see
nothing in what you have set before us that is in any way informative. None of it was new. The
figures which you gave have already appeared, to roughly the same order of magnitude, a
number of times in the media. We have heard nothing about how you ascertained them. I
haven’t the faintest idea how econometric estimates can be made using the complex database
(you were right to point this out) and arrive at figures like the ones you have presented today.
The speculation about the other uses to which billions of euros could have been put is, to my
mind, irrelevant. We all know that money can be used for other purposes. What was presented
in connection with macroeconomics smacked of amateurism – forgive me for putting it so
bluntly. And the recommendations – the Chair noted, very politely and diplomatically, that you
were reminding us of things we had known for a long time and had, I would add, not forgotten.
We all know that.

There was no in-depth study of the results here, in your recommendations, nor was there any
sign of a methodology. So I do not share the view that this study should be translated into all
other languages. I think, quite honestly, that your presentation contained nothing from which
we could learn. At least, I myself have learnt nothing, and I shall refrain from asking any
questions.

1-029-0000

Chair. – Well, it would be a matter of fairness to allow the researchers to respond if they wish
anyway, because everybody is entitled to his or her opinions on the quality of the studies. That
is necessary. We need this kind of exchanges, also criticism, but I would nevertheless give you
the floor if you would like to respond.

1-030-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Obviously, I am sorry that you did
not feel that our study produced what you were expecting, but we were asked in our terms of
reference to assess the impact of the schemes revealed by the Panama Papers in terms of the
budgetary and wider economic effects. I said at the very outset that we are dealing with data
which is not perfect, but I think if you read the report then you will see that we have nevertheless
given an estimate of the budgetary impact of the schemes revealed by the Panama Papers, which
is what we were asked to do.

We looked widely for existing research on this and existing information and I have to say that
we did not find a lot. So that does suggest to us at least, that for the countries we looked at, we
were providing something which was not yet in the public domain – in other words an estimate
of the budgetary effects.

With regard to the economic effects which was the second of the two objectives, we used
employment as, what you could call, a sort of an indicator of wider effects. We did not within
the remit of our study have the resources or the time to do an exhaustive survey across the whole
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of the European Union to look at all the potential effects of the Panama Papers. We could only
look narrowly at what we saw as being the most important effect, which is the employment
effect, and then we allude to some of the other estimates.

Again, I am not aware of an estimate that has been previously made of the employment effects
or consequences of the schemes revealed by the Panama Papers. So I think, from our
perspective, we did what we were asked to do in coming up with these estimates, and as far as
I know we have helped to plug a gap in what was previously unknown.

We did say at the very outset that with regard to our recommendations, we were building on
what was already, in many respects, in the course of being put into effect. We thought long and
hard about whether there were other things that could be done, but we did not come up with
anything. I mean what we said was that there was scope to refine these existing approaches –
and we made suggestions on how that could be done, but I do not think you would have
welcomed us coming up with new things just for the sake of being able to say that we had told
you something you did not know already.

1-031-0000

Chair. – Well, indeed, Mr Lucke is a very polite colleague and I think he would agree that it is
not the fault of the researchers if you have to present the same recommendations again and
again, because it is our job to put them in place. However, I have no indication of a speaker for
the ALDE Group; Mr Michel spoke already as a co-rapporteur quite extensively, so if ALDE
does not protest I will directly switch to GUE with Matt Carthy.

1-032-0000

Matt Carthy (GUE/NGL). – Thank you Chair, and thanks for the presentation. We have
opinions on different parts of the report, but I think this is an important report. I think one of
the failings of us all has been failing to spell out for citizens of Europe some of the costs of
money laundering, tax evasion and tax avoidance schemes, and I think one of the practical ways
of doing that is outlining the fact that this is actually damaging the local domestic economies –
that this is not just a broader argument. While some of us may have been aware of the figures,
the vast majority of citizens are not yet aware of them, and we have a job to sell every report
that points in the direction of the huge damage – political, economic and social – that is been
caused as a result of these practices. I have just a couple of short questions.

One is in relation to the section in the report on legitimate and illegitimate reasons for using
shell companies. It seems to me that the report has drawn an almost equal status between the
legitimate and legal: most of the examples used to describe legitimate uses of shell companies
in the report are descriptions of tax avoidance schemes for both individuals and corporations. I
wonder if you could describe to us, from your research, if you came across legal uses of shell
companies that were not schemes for tax avoidance. Secondly, I notice in the section on the
impact on financial crime in relation to the Panama leaks that you outline the difficulty at
arriving at an accurate estimate for the purposes of this report, and the question is: what sort of
data do you think we need to identify the specific impact of financial crime in relation to the
Panama Papers? Also, just as importantly, how can it be collated?

And just two very short questions that would have short answers if you have them. You mention
on a number of occasions the difference in the detail of the information coming back from
different countries. Which countries failed to provide you with the type of information that
would have been useful to you? And finally, you gave a definition of tax havens. Under that
definition of tax havens, what, if any, EU Member States would meet that criteria?

1-033-0000

Jack Malan, Centre for Strategy & Evaluation Services. – I will ask my colleague David to
pick up one of those points, and then Mike as well, and I will come in at the end.
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1-034-0000

David Buck, Centre for Strategy & Evaluation Services. – On the issue of the legal uses of
shell companies, our report may not be exhaustive in terms of the legal uses of shell companies,
but in the sense that you can establish a legal entity offshore, for instance, the determination is
what profit-shifting channels they are using. So, with our focus, our profit-shifting channels are
looking at whether the legal entity that has been established elsewhere has utilised – either
through debt financing, or through the movement of their operative revenues – and then
declared their profits and costs in another jurisdiction. We did not elaborate, again, on the legal
and illegal distinctions between the uses specific to the Panama schemes for the sake of
assessing the budgetary impacts, as I mentioned earlier.

1-035-0000

Mike Beke, Blomeyer & Sanz. – In terms of the type of data that is required in order to
determine the impact of the financial climate: first of all, it is very important to understand that
that the extent of money laundering is difficult to grasp because of the fact there are a lot of
grey numbers in this area, and many cases are not detected, so you are dependent on data from
detected cases. What’s more, they are collected in different ways; you are dealing with data that
is collected in the intelligence phase, and then there is the investigation phase, the phase which
ends in the judicial stage. Then, the number that was, for example, measured by Eurostat data
and the 250 000 cases of money laundering prosecuted in the EU is very difficult to link
specifically to the Panama Papers, because that was very recent – only one year ago – and these
cases tend to take longer, multiple years. Perhaps, in the upcoming years when Europol again
matches these figures to their data, more clarity will come out on the links.

1-036-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Perhaps I could just very briefly
respond to the third question, which was about which countries did not provide data. We had
some data – or some information, at least – from all the countries. We got varying types of data,
and we did not get hard estimates from the authorities on the tax lost through these schemes
from several – for example, Germany and Poland could not quantify that. So the answer is that
we had quite good information from most countries, but not always quantified.

1-038-0000

Sven Giegold (Verts/ALE). – First I have to say that I had, at one point, even if I would not
repeat the tone, a similar question as Mr Lucke, so to me it was not clear how you exactly
calculated your figures, on the basis of which data. Can you be more precise to explain your
methodology, you econometric approach, and also explain in what regard your methodology is
different from the other studies which are around. This would be my first point.

1-039-0000

Chair. – If you are concise in your answer our colleague may have a follow-up question, so he
could then still come in again. So, we have five minutes.

1-040-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Maybe I can kick off on this. The
studies, I think as we mentioned near the beginning, actually involved two methods. One was
empirical, which basically means we went to the Member States and asked for information on
the tax loss; the second was the econometric model. We did not rely exclusively on one of those
methods, it was a combination of the two, actually.

In terms of the data collection, the empirical side of this, in essence we asked the authorities to
tell us what they thought the tax loss was. Where we did not get an estimate, and as I mentioned
some countries could not quantify this, we looked at the countries where we did get it and then
applied a similar proportion in terms of the percentage of the government expenditure to the
countries where the information was not available. So we had a mechanism for making
estimates across all the countries.
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On the econometric model, this was based on the ORBIS database. It was undertaken by a
person who I think does quite a lot of work for the committee, and was looking at two samples,
basically – cases where individuals were involved as shareholders in companies which had links
to the Panama Papers, as revealed so far at least, and cases where the shareholders in companies
did not have those links. It was through this matching or comparison of the two samples that
the model came up with estimates on tax and profits, and the amount that could be involved in
tax avoidance schemes.

We can provide further information on both what we did for the empirical part of our
methodology – in other words, the interview programme and the data collection from the
sample of Member States – and also on the econometric model. There is a lot of detail available
on that that is not in the report as we did not think that many people would be that interested in
the technicalities of how the econometric model worked.

I don’t know whether any of my colleagues wish to add to that explanation? No, ok.
1-041-0000

Sven Giegold (Verts/ALE). – Thank you for sending us additional information on the
econometric model. On the first part, am I understanding correctly that you added up figures
you got from national authorities, what they thought might be the tax losses derived from
different definitions, different methodologies and then you scaled these figures up according to
what you have shown to us? You basically scaled these figures up. Isn’t that rather bizarre
science?

1-042-0000

Jack Malan, Centre for Strategy & Evaluation Services. – We had no other way of doing it.
Firstly, some countries in our sample did not have estimates, so we had to make them based on
information from the countries which did provide estimates, and I think that was a reasonable
approach. Secondly, we were looking at eight countries out of 28, and our brief was to provide
an estimate at EU level. So, scaling-up had to be done, otherwise we would not have had a basis
for providing this estimate.

1-043-0000

Sven Giegold (Verts/ALE). – The scaling-up okay, but the eight countries which were the
basis for the scaling-up used very different methodologies, and in the study I could not find that
you make transparent what methodologies these countries used in order to come to their figures.
Could you provide us also for these eight countries with the methodologies these countries
supplied to come to these figures?

1-044-0000

Chair. – The respondent is nodding, so I would suggest that we as a committee exchange further
on the database. Surely we are all aware that there is lack of hard empirical data, many
methodologies that are different in the Member States. That is a criticism that has also been
levelled at the Member States. I think it is also our job here in the committee to close the gap
on the database and I think there were repeated calls also by Parliament to really assess those
data. We should certainly look further into those issues.

The next speaker on the list is David Coburn of the EFDD group.

1-045-0000

David Coburn (EFDD). – I am going to horrify Mr Giegold, but I agree with him. I am
probably not as horrified as he is that I agree with him.

Your methodologies, Sir, are so fuzzy and unscientific that they are almost like ‘pin the tail on
the donkey’. It is the most ridiculous thing I have ever read. Anyway, apart from that, no-one
wants tax evasion, but many individuals and companies worldwide have to protect their
hard-earned assets from dishonest, illegitimate, unstable or rapacious socialist governments.
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You described the UK as a tax haven. No, it is not. It is an attractive place for investors as it
has a free enterprise, low-taxation environment with respect for the individual’s money or the
company’s money that they work hard to earn. It is not a bureaucratic monster sucking up
taxpayers’ money to pay the salaries and gold-plated pensions of bourgeois cadres in the
European Union and its various constituent socialist governments.

Fair and low taxes, Ladies and Gentlemen, will reduce tax avoidance. As a businessman, I am
horrified that this bureaucrats’ charter is being presented. Britain needs a hard Brexit and we
need it now. It is horrifying. This is some way of looking into people’s affairs across Europe.
We were supposed to have a common market. We were supposed to have free trade. That was
what it was all about. Britain did not – and never did – sign up to having people’s bank accounts
looked into by a bunch of bureaucrats. That is not the British way, and I hope other people in
Europe will feel similarly and will Brexit with us.

1-046-0000

Chair. – I would like to thank the speaker for his very insightful comments into Europe being
surrounded by socialism. Secondly, there may be different views on whether you have really
read the study, but I think the researchers would like to comment.

1-047-0000

Jack Malan, Centre for Strategy & Evaluation Services. – There are two points which I can
respond to. I can’t respond to the wider points.
1-048-0000

David Coburn (EFDD). – You could try.

1-049-0000

Jack Malan, Centre for Strategy & Evaluation Services. – Well I could do privately, but not, I
think, in this particular forum. I think that to describe our methodology as ridiculous is not fair,
because I do not know what alternative there is to asking national authorities for information
on the extent of this problem, talking to people and asking them to provide us with information.
I do not think there is an alternative way of doing this. We did use the alternative of an
econometric model, which of course does not mean talking to anybody, but the basic
methodology of making contact with national authorities and other interested parties and asking
them to provide us with information seems to me to be the only way of trying to do this sort of
research.

We did not say that the UK is a tax haven. We said that it has been described as a tax haven by
other people, but not by us. So that is the answer to that, and, as I say, I can’t comment on the
other points.

1-050-0000

Chair. – I would add to this that part of the revelations were linked to the danger of funding
Islamic terrorism. I think that a majority of British citizens would have a high level of interest
in fighting security threats by Islamic terrorists, and I think you would agree.

1-051-0000

David Coburn (EFDD). – Can I just say that doing that will not actually make any difference,
because they can transfer money through an Islamic banking system that has been going on for
centuries, so, quite frankly, that is nonsense. This is an excuse to stick your nose into people’s
business. This is just a way to bankrupt Europe and bankrupt socialist states throughout Europe,
grabbing more taxpayers’ money. That is what it is all about. Let us be honest about it. It has
got nothing to do with terrorism. The security services can deal with that in many, many
different ways. It is a lot of hokum, and everybody knows it.

1-052-0000

Chair. – We have no indication for a speaker from the ENF Group. Is that correct? I hear no
protests, so we will move to the last speaker on the list, Roberta Metsola from the EPP Group.
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1-053-0000

Roberta Metsola (PPE). – Let me start by thanking the researchers for all their work analysing
the performance of competent authorities in the fight against fraud, tax evasion and money
laundering and also for the clarifications that you have given here. I really hope that whatever
this committee is doing that its findings will extend into a series of recommendations, so that
frankly, Europe will never be faced again with the system and situation of paralysis that we see
in my country. I come from Malta and I would like, with a heavy heart, to inform colleagues as
to what has happened over the last week. And then I would conclude by asking a couple of
questions that I hope you will try to reply to.

Why are we meeting here? The Panama Papers has exposed corruption, money laundering and
abuse of power, including at the very highest levels of my country’s government, a Socialist
government – and after a year of street protests and revelations and admissions that our former
energy minister and the Prime Minister’s Chief of Staff had created secret financial operations
and offshore jurisdictions like Panama and the British Virgin Islands – well last week the media
in Malta published allegations that our Prime Minister or his wife also held secret financial set-
ups in Panama, and that in turn these allegedly received millions of euros from companies
controlled by the ruling family of Azerbaijan. Now this puts into context my Prime Minister’s
refusal to take any action after last year’s revelations. Perhaps even worse than that – and this I
will link to the topic that we are discussing today – the police have so far refused to even
entertain the idea of investigating any claims related to politically-exposed persons, let alone
prosecute the people involved. I must point out that police chiefs in my country are appointed
by the Prime Minister and we are on the fifth one in four years.

To give you an idea as to the extent of the institutional crisis, just this morning our national
newspapers reported that a year ago Malta’s Investigation Analysis Unit (FIAU), our anti-
money laundering arm, had recommended our police take action against the Prime Minister’s
Chief of Staff. Of course the police did not, just as of course the police, for reasons I think are
obvious, will not involve Europol in any investigation. This is quite a painful and disturbing
thing, particularly when my country holds the EU Presidency.

I conclude by asking a couple of questions. You referred specifically in your reply to my
colleague Mr Vandenkendelaere about how can we even look into the possibility of granting
any EU mechanism the powers to investigate even without the cooperation of a Member State?
And how can we prevent what is happening in the EU and in EU Member State today from
occurring anywhere else in the future? Because ultimately, if I can put in a nutshell what this
committee has been created for, is for people around the continent to look to the EU for
directions when national institutions spectacularly fail to combat this kind of crime.

1-054-0000

David Buck, Centre for Strategy & Evaluation Services. – Thank you for your question.
Regarding what can be done at EU level in terms of investigatory powers, in some respects that
is outside the scope of our study but we can say from our field work that we will refer again to
recommendations for an EU FIAU and exactly what form that will take and what kind of
monitoring framework that will take as well. We will again support the Maltese financial
intelligence unit as well.

The other institution that we will make reference to is the new EU measure, the European Public
Prosecutions Office, and in our recommendation where to better link the rules of transparency
and tax evasion laws. That Public Prosecution Office may be a very useful measure in the fight
against tax evasion.

1-055-0000

Chair. – I have no indication for catch-the-eye so we are spectacularly on time, so let’s make
use of it.
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I would like to thank the researchers. We certainly will have future exchange on the kind of
problems linked to the database. Thank you very much for all the work you have done. Now it
is our job to translate your work into tangible political action at the European and at national
Member States level.

In the second panel we will look exactly into the type of issues also mentioned by our colleague
Ms Metsola on what kind of actions Member States have taken on the legal level. Thank you
very much.

So while our speakers are preparing themselves we move to the second panel on the
responsibilities of EU Member States vis-à-vis EU applicable law and/or EU legal loopholes.

We will first have a presentation for a preliminary overview of the performance of the
competent administrative and judicial authorities as regards tax evasion, tax avoidance and
money laundering.

Their second presentation provides preliminary analysis of the performance of the competent
administrative and judicial authorities when it comes to tax evasion, tax avoidance and money
laundering. I have already commented on the lack of delivery of some Member States at the
beginning of this panel. I think there was also a colleague, Mr Casa, who wanted to respond
directly to that previously; but he had to leave and catch an aeroplane so we could not
accommodate that. I apologise.

The research is based on answers from Member States in response to the questionnaire issued
by our chairman to responsible ministers in the EU Member States. The questionnaire requested
information on the relevant national legal definitions of tax-related crimes, the organisation of
tasks between national administrations and the judiciary staff resource and working methods as
well as on the results achieved to date.

The national contributions that we received are published on the PANA website under the
heading of ‘Request for Member States’ contributions’.

I now invite our speakers to take the floor and I believe it would be Ms Scherrer, is that correct?

1-057-0000

Amandine Scherrer, Policy Analyst, EPRS. – Our colleague, Stephane Reynolds, who is
actually responsible for this study, sends his apologies as his wife is about to give birth and so
he could not be with us today.

1-058-0000

Chair. – I think that is a very legitimate reason and we extend our gratitude to his wife.

1-059-0000

Amandine Scherrer, Policy Analyst, EPRS. – We are going to present the state of play of the
study, and Elodie and I will do our best to answer your questions. We will also transmit your
questions, if in doubt, to Stephane so that he can come back to you later individually with more
explicit responses.

With regard to the state of play on the study, this publication will be an in-depth analysis, which
is being drafted in-house by the EPRS Ex-Post Evaluation Unit. The publication is in our
‘Implementation in Action’ series and its aim is to analyse EU Member State systems and
capabilities for combating tax evasion, tax avoidance, fraud and money laundering. The
simplified provisional title of the publication is ‘The performance of EU Member States in
dealing with tax evasion, tax avoidance, tax fraud and money laundering’. The target
publication date is 7 July 2017 at the end of the Strasbourg session. Our analysis focuses on the
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responses to a questionnaire which the Chairman of this Committee of Inquiry, Dr Langen, sent
to the Finance and Justice Ministers of all EU Member States on 23 November 2016.

I will say a few words on the composition of our research team. An internal research team has
been set up to produce this publication. Stephane Reynolds is responsible for the main analysis
and drafting. The team also includes three other Ex-Post Evaluation Unit members so, in
addition to Stephane, we have Ms Elodie Thirion, who is going to speak after me. She is
focusing on the comparative legal analysis of the national definition, the national laws and the
implementing provisions of EU laws which relate to tax evasion, avoidance fraud and money
laundering.

I will review the elements of the analysis concerning the financial intelligence units to ensure
consistency between the findings of this in-depth analysis and the report we are going to present
just after this presentation.

The team is also assisted by our colleague Maurice Hameleers to analyse Member States’
statistical data. Finally, the document will be formally sent to an external peer reviewer, which
in this case is Mrs Brigitte Unger, who you met in another hearing, from the University of
Utrecht.

Just to remind you of the research question we sent to the Member States: broadly speaking the
questionnaire asked for details from Member States on their legal definitions of tax-related
offences covering the full scope of PANA’s interest, details on the work of the authorities
responsible for the handling of the suspicious transaction reports, and on how the relevant
competent Member State authorities coordinate their work.

The questionnaire also included an information request on the applicable and applied national
prosecution and penalties regime in relation to tax offences. It also asked for details on the types
of problem encountered, details of the activities of national financial supervisory authorities
and, in particular, statistics on the types of companies involved and the offences sanctioned, as
well as on penalties and fines. Finally, the questionnaire asked for a state of play on Member
State investigations relating directly to the Panama Papers and the Bahamas Leaks.

In terms of our production methodology, our analysis of qualitative and quantitative data is to
be mainly based on the information communicated by the Member States in their submissions.
In addition to the formal submissions, information contained in official Member State reports,
typically annual reports, quoted or referred to in the submission, is also being assessed and will
of course be taken into account in our study. The questions asked and the Member States’
contributions are in the public domain and you can find them on the PANA website as shown
on the screen. This is actually what the relevant PANA secretariat web page looks like.

By way of a reminder, the Chairman asked for Member State responses to follow the order of
the questions asked. The Chairman also asked for the main submission to fit within a
recommended readable length and for more detailed information to be supplied in annexes, with
no prescribed limit on the volume of information contained in these annexes.

A deadline of 15 January 2017 was set for all Member States to respond. The first observation
is that no Member States met this deadline. This is perhaps understandable because, as has been
mentioned to Stephane Reynolds in informal exchanges, gathering the level of information
requested was a lengthy, and sometimes difficult, exercise and the deadline set was actually
quite short. At the time PANA’s mandate had not been extended.

In the end five submissions were received in January, 13 submissions in February, four more
arrived in March, two more in April, and we are expecting three more. As of today, Hungary’s
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draft submission is, we are told by its permanent representation, in inter-service consultation,
but no timeframe for submission has been given. Spain and Denmark’s contributions have still
not been submitted, although they have been promised, and nor has Malta’s, about which we
have no news at all. In any case, to conclude on this slide, this trickle of information from
Member States and the need to chase up Member States explains why this publication has been
delayed from its originally planned delivery date in March. Nevertheless the revised 7 July
publication date has been timed to leave enough room for outstanding contributions to be
submitted and analysed, and for MEPs to consider the findings before the deadline for tabling
amendments to the draft report, provisionally set for 5 December 2017.

From the preliminary analysis of Member States’ submissions, these can be broadly put into
three categories. Firstly, minimal responses or contributions which are below expectations.
Typically, these include little or no statistical data and very limited analysis. In the end this will
probably represent about one quarter of the submissions. Luxembourg, for instance, is in this
group. Secondly, we estimate that the bulk of contributions will be made up of satisfactory
responses. For these contributions, which meet our expectations, some clearly useful data and
analytical elements are provided, although there are sometimes some fairly significant gaps.
This group includes a number of eastern and southern EU Member States, but also Germany,
whose contribution originally seemed to be of very high quality, but turned out to be unclear in
places. This group also includes the UK submission, which was certainly strong on data, but
quite weak on the description of their legal system. Finally, a smaller number of quality
responses exceed expectations. They address all of the vast majority of questions raised in
detail. The best contributions, in our view, are from the Netherlands, Sweden and Finland.

As a general impression, a number of Member States including, for example the UK, responded
quite enthusiastically to our request for information. It is also clear that another group of
Member States did the opposite and responded in a manner which just about ticks the box that
they responded to our question but does not really give any interesting insights. In any case, we
will be working with what we have and, as we will explain later, time permitting, there may be
an opportunity for Member States to add to their contributions or at least to check that our data
analysis is factually correct.

Anyway, as such, our preliminary work already reveals that the comparative analysis is going
to be complicated. Submissions vary significantly in format, length, the number and content of
annexes, the degree of information provided, the accessibility of the information – indeed
submissions are not always written very clearly – and even in the coherence of certain elements.

Now I will leave Elodie Thirion, my colleague, to present our initial observations.

1-060-0000

Elodie Thirion, Policy Analyst, EPRS. – I will present to you our initial draft observations. We
are in the process of analysing the national legal provisions regarding tax avoidance, tax evasion
and money laundering, as submitted. We are also analysing the differences in the nature of the
offences – administrative or criminal – and will also be examining the objective and moral
character of offences and the related sanctions provided for in the relevant national legal
provisions.

It appears that all respondents included comprehensive information on the relevant legal
definitions for tax evasion and money laundering, and references to relevant legal acts and EU
directives. For money laundering, all Member States consider money laundering to be a
criminal offence. Many submissions display similar approaches as regards the legal definition
of money laundering, matching international and EU rules. In this light, our recommendations
will most likely include a positive link between our findings and the Commission’s proposal



22 27-04-2017

for a directive on countering money laundering by criminal law presented in December last
year.

For tax evasion, most respondents provided at least some detail on their tax evasion legislation.
Unfortunately, some Member States only referred to their umbrella legal acts and not to specific
provisions, making the analysis more complicated than initially foreseen. It also appears that
Member States have quite different legal mechanisms for fighting tax evasion, mainly with a
mix of administrative and criminal offences and sanctions. For tax avoidance, since this practice
is generally understood as a lawful act, or at least a grey area, only a few Member States appear
to have a legal framework allowing for prosecuting anyone using tax regimes to their own
advantage in order to reduce their tax burden. To conclude on this part, in our analysis we will
try to identify a pattern in the policy responses to fight tax avoidance, tax evasion and money
laundering as a basis for better understanding the qualitative and quantitative data
communicated by the Member States.

In their submissions regarding administrative capabilities on tackling tax crimes, all Member
States explained their national tax collection government set-ups and practices and here we can
already tell you that there are significant disparities from one Member State to another on the
reported number of cases handled, the value of taxable revenue identified, the number of cases
brought to trial, the type of penalty or sentence handed down, and the overall value of funds or
assets recovered. Member States’ respondents also explained the role and powers of their
respective financial intelligence units. The submissions we have studied all explain how their
financial intelligence units collect and analyse data from obliged entities. Furthermore, Member
States provided, for the most part, as a minimum, some case data. They also explained how
financial intelligence units work in cooperation with other government or international bodies
to share and improve their analysis of information.

We also observed how, once suspicious transaction reports have been analysed, financial
intelligence units then hand over relevant information to different competent bodies depending
on the Member State. However, typically, we have noted that this handover of analysed cases
is to public prosecutors or, alternatively, to taxation authorities in order for them to investigate
cases further. We have also read how eventually this process culminates in tax collection
authorities issuing penalties or launching civil proceedings or, alternatively, in special
prosecutors or criminal courts dealing with criminal proceedings, which normally concern more
serious tax fraud and crimes.

In relation to data concerning financial intelligence units cases, public prosecutor cases and
judicial and penalties data, some Member States provided significant quantitative and
qualitative data. Others provided virtually none. So there will also be certain limits to our
comparative analysis here. Nonetheless, we have decent figures overall, which we think at this
stage provide evidence that VAT fraud, tax evasion and money laundering are in general being
tackled quite well. However, a number of submissions have mentioned the limits in the Member
States’ ability to deal with offshore tax crimes owing to limits to their jurisdiction. They have
also pointed to difficulties in dealing with possible tax crimes perpetrated by cross-border
entities established internationally. A number of submissions have also reported difficulties in
dealing with organised criminals perpetrating serious fraud.

In particular, VAT carousel fraud is quite often mentioned as problematic in this regard to the
extent that this type of fraud may justify the consideration of possible joint European action.
This might be an interesting area to investigate because there is apparently a clear problem and
a clear cross-border dimension. According to the various submissions, this type of tax crime
also typically involves organised criminals. In this light, the current debate on the establishment
of a European Public Prosecutor’s Office might well be relevant, even if VAT carousel fraud is
not the core motivation for this debate.
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Overall, we have relatively decent data sets. Some are very comprehensive, but again, a number
of submissions still fall short of our initial expectations. What seems to be emerging is that there
are obvious disparities in the different judicial outcomes, apparently depending on diverging
national approaches or strategies as regards taxation, as well as depending on economic taxation
objectives. In detail, on the one hand we are observing more punitive legal systems, focusing
on tough prison sentences, apparently to dissuade from fraudulent behaviour. On the other hand,
we see persuasive systems designed to encourage compliance and maximize revenue generation
in favour of tax authorities. There also appear to be clear differences between those Member
States for which advantageous taxation policy is central to the economic growth model and
those which lose out to Member States with more advantageous tax systems.

The approach to transparency also varies considerably and for this the divide appears to be
mainly of administrative culture – broadly speaking, a north-south axis with the northern
European Member States dedicating fair to significant resources to producing national reports
or even annual activity reports, covering taxation and tax crimes, and southern European
Member States not attached to this practice or engaged in this level of transparency in their
administrative traditions, at least not to publishing this information in an obvious way.

Member States responded entirely differently to questions relating specifically to the Panama
Papers and Bahamas Leaks. Interestingly, those Member States whose submissions did not
acknowledge these leaks or submitted one-line acknowledgment, appear to be those who have
a more legalistic approach, whereby they consider all cases related to these leaks to be
sub judice and any information cannot be communicated. However, this is a minority of
Member States.

Some Member States do not have any results to communicate, or analyses are still underway.
Conversely, the Member States which addressed the PANA’s questions in full and submitted
detailed responses on their initiatives and progress made to date on investigating cases, are also
those who focus on transparency and have provided detailed statistics, or those who lose out to
Member States with lighter tax resumes. Specifically, as regards action taken since the Panama
Papers, the UK and the Netherlands, but also Germany and France, provided the most
insignificant material. Regrettably, at this stage, it looks as though the majority of Member
States provided next to nothing in respect of their Panama Papers’ related investigations and it
seems that two main reasons for these are emerging.

Firstly, we have quite often read that it is too soon to tell you much. Secondly, some Member
States also appear to be saying that they have already had a significant number of these Panama-
related cases on the radar and that the Panama Paper leaks mainly only served to confirm their
own analysis. Otherwise, a couple of Member States clearly complained about the difficulty in
getting access to the information held by the International Consortium of Investigative
Journalists.

Finally, you might be interested in the fact that a couple of other Member State submissions
stated that the Bahamas Leaks, as opposed to the Panama Papers, were basically unusable
because the content of these particular leaks is too poor.

Finally, I cannot tell you yet whether the majority of the Panama-related cases under
investigation tend to concern individuals rather than corporates, but we will be looking into
this. So far, individuals appear to be in the lead.

To aid our analytical work, in the light of the diverse structure and content of submissions, we
decided to condense all submissions down to the core messages, the core content and the core
data submitted. This exercise is now being worked into one fiche per Member State, the aim



24 27-04-2017

being to harmonise the presentation of the information received and to simplify it. This snapshot
is an example of Finland’s draft fiche. The information contained in this fiche is entirely based
on the Member State’s submissions, their annexes and any material quoted within their
submissions. To address some of the gaps and any errors in transcription, this fiche will be
referred back to the relevant Member State authorities for a fact check and any comments. This
will also represent an opportunity for Member States to provide more information.

Once the preliminary analysis of Member States’ contributions is complete and a draft chapeau
analysis finalised, we have a couple of quality control measures planned. Firstly, the
Commission’s expert group on money laundering and terrorist financing will be approached on
an informal basis to see if they have any recommended additions to our analysis. Secondly,
following this, as my colleague mentioned earlier, we will have an external peer reviewer –
Professor Brigitte Unger, from the Utrecht University School of Economics. She led the 2013
project on the economic and legal effectiveness and anti-money laundering and combating
terrorist financing policy for the Commission and was recently engaged by our policy
department to produce an update focusing on offshore activities and money laundering,
published in March.

Thank you very much for your attention. We look forward to your questions and will try to
answer them as best we can.

1-061-0000

Chair. – Thank you very much and again all the best to your colleague and his future family.
We now move to the second presentation by Dr Anthony Amicelle, and afterwards we will have
a last round of speakers and exchanges.

Dr Anthony Amicelle works at the International Centre for Comparative Criminology, at the
Université de Montréal, Canada. He will present a study on fighting tax crimes cooperation
between financial intelligence units. It looks, as the title says, into the kind of cooperation that
is being practised between the FIUs. It is based on a mapping exercise that was carried out by
the Commission, and in addition it provides a comparative analysis for FIUs and zooms in on
the differences and the challenges they encounter in transnational cooperation on financial
intelligence. The sample includes two EU Member States, France and the United Kingdom, one
FIU from a European country with a major financial centre which is a non-EU country,
Switzerland, and one North American FIU, from Canada. It aims at providing a better
understanding of the current state of play of the role, powers and activities of FIUs in fighting
financial crime in general and tax crime in particular.

I give the floor first to Ms Scherrer and then to Dr Anthony Amicelle (for about 25 minutes).

1-062-0000

Amandine Scherrer, Policy Analyst, EPRS. – I am a policy analyst at the European Parliament
Research Service (EPRS). At the request of the PANA Committee, we have prepared a study
on financial intelligence units (FIUs). Our study, as you will know, was released in March and
is divided into two parts: an opening analysis presenting the EU FIUs and the applicable EU
legal framework, prepared by myself, and a comparative analysis of four specific FIUs in
France, the UK, Canada and Switzerland, prepared by Dr Anthony Amicelle.

First, I would just like to briefly remind you of what an FIU is. An FIU is a central and national
agency responsible for reviewing, analysing and disseminating financial information to combat
money laundering and, more recently, terrorist financing. FIUs are the structures that receive
the suspicious transaction reports sent by reporting entities. These reporting entities are in
accordance with the EU legal framework, financial institutions, accountants, tax advisors, trust
or company service providers, real estate agents and other natural or legal persons trading in
goods, and casinos.
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All these entities must inform their respective FIUs if they suspect that money laundering is
being, or has been, committed or attempted. FIUs then analyse the information received and, if
relevant, transmit this information for further investigation to the competent authorities.

As concerns the EU framework, I would like to focus here on the current state of play, and for
this I will rely on the comprehensive mapping exercise on EU FIUs prepared for the EU-FIU
Platform, which is the platform coordinated by the European Commission to facilitate
discussions and exchanges of best practices among EU FIUs.

So as regards FIUs’ action to fight tax crimes, our analysis of the mapping exercise has enabled
us to identify three main challenge. First, at national level, cooperation between FIUs and tax
authorities is not optimal. Some EU FIUs encounter limitation in this area and there is definitely
room for improvement. This could be done by elaborating clear administrative agreements or
memorandums of understanding at national level in order to promote exchange of information,
avoid duplication of work and enhance mutual expertise in order to maximise tax compliance.

Second, the lack of national databases on bank account holders and beneficial ownership is an
area of concern shared by many EU FIUs. Central registers of bank accounts are not necessarily
in place in all EU Member States. While the fourth MLA Directive encourages the Member
States to put in place such a register, this is not an obligation.

As regards access to information on beneficial owners, the obligation to set up central registers
for this purpose laid down in the Fourth Anti-Money Laundering Directive has not to date been
fulfilled in all Member States, but the Member States still have three months to transpose this
provision.

Third, as concerns cooperation between FIUs at EU level, the differences found across the
Member States on how predicate offences to money laundering are defined and criminalised
often result in obstacles to exchanges of information. Indeed, an exchange of information can
be refused when a predicate offence related to the case for which cooperation is requested is
not criminalised the same way in the country of the requested FIUs, and this limitation very
often concerns tax matters.

Despite these challenges, it should be noted that some provisions of the Fourth Anti-Money
Laundering Directive to be transposed in June this year aim at improving the current state of
play. In particular, it aims at improving the time delay in cooperation and to empower EU FIUs
to proactively approach banks and financial institutions with a request for information. It also
clarifies that differences between national law definition of tax crimes shall not impede the
ability of FIUs to exchange information. It also provides that FIUs must transmit information
to another Member State if relevant to that Member State. In addition, EU FIUs are entitled to
use all domestic powers to respond to foreign requests. It remains to be seen if these provisions
will be transposed and implemented properly at Member State level.

As regards the EU general framework, it should be noted – and I will conclude with this – that
the Commission submitted a proposal for a directive in December aimed at enhancing
harmonisation at EU level of the definition of money laundering and its predicate offences. I
will now let Dr Anthony Amicelle present his findings on the comparative analysis he
conducted in France, the UK, Canada and Switzerland. He will give you a more in-depth
overview of the powers of these four FIUs and the particular obstacles they face.

1-063-0000

Anthony Amicelle, International Centre for Comparative Criminology, University of
Montreal, Canada. – It is a pleasure to be here to present this research after my difficult night
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flight. I am happy to have arrived and to present the research I have done with two colleagues,
Killian Chaudieu and Julien Berg, on the role of Financial Intelligence Units (FIUs) with regard
to the fight against what is called – at least in the first three European directives – dirty money,
and especially with regard to tax crimes.

First of all, I would like to start with a short historical perspective just to try to understand the
role, challenges and concerns of FIUs. As has been mentioned, we can say that FIUs are the
main national institutions against dirty money. So if we want to understand their role, their
practices, and the issues at stake for them, we need to understand the contours of what dirty
money is. From the first directive in 1991 to the last one, a few years ago, the meaning of dirty
money has evolved a great deal. In the first directive, dirty money was synonymous with drug
money and now dirty money is basically related to all forms of illicit financial flows, from drug
offences and terrorist financing, money related to corruption and tax evasion and so on. That
has a big impact with regard to the role, the rationale, or even – I would say – the identity of
what a Financial Intelligence Unit is. As you all know, money laundering can be characterised
as a dependent offence. It depends on a prior crime from which the money needs to be laundered
so it needs dirty money.

As I mentioned, initially the Financial Intelligence Units were designed to fight against the
proceeds of drug crime, and now they are promoted and presented as the main information for
providing actionable financial intelligence against crime and terrorism at large, namely against
all forms of financial illicit flows. This is a big difference compared to the beginning and, from
this perspective, I would say that the explicit inclusion of tax evasion is a major change because
historically, since the beginning of the 1990s, there has been an official explicit exclusion of
tax issues. This has often been interpreted as selective tolerance with regard to white-collar
criminals.

The first change, namely the inclusion related to making tax crime a predicate offence of money
laundering, has been represented as constituting the end of this selective tolerance with regard
to specific actors. But the second major change – and I would say a paradigm shift with regard
to the work of Financial Intelligence Units – is that the inclusion of tax evasion contributes to
further modifying the rationale or the logic of financial intelligence, because normally the logic
of financial intelligence is to follow the illicit origin of money. But with regard to tax evasion
it is a bit different. The origin of money can be licit but it is the way it is used to avoid taxes
that becomes illicit. So it could be the destination rather than the origin, and that is a big
difference with regard to the anti-money laundering apparatus. You have to focus on the origin
but also on the destination and the use of money. Of course this paradigm shift did not wait for
the inclusion of tax evasion. It was already related to terrorist financing as far back as 2001,
because terrorist financing has the same logic. It could be of licit origin, but illicit destination
or illicit uses.

Here I would like just to mention this impact of terrorist financing. We all know that the
inclusion of terrorist financing has had a tremendous impact or effect on the anti-monitoring
apparatus but, with regard to the field of financial intelligence, it is a matter of debate. You have
one argument saying that, in the name of terrorist financing, FIUs have received a lot of new
resources, new powers and new human resources, so it is presented as having a major leverage
effect against financial crime as a whole. That is one argument, saying that to fight against dirty
money in the name of terrorist financing could be useful or beneficial for all illicit financial
flows, including tax evasion. But there is a second argument. Some are concerned that the effort
made regarding terrorist financing means not seeing the wood for the trees. Basically, all the
resources are monopolised and all the FIU’s attention is on one topic which is the priority,
namely terrorist financing, at the expense of other missions such as tax evasion. The issue for
me here is not to make a comparison between the relative importance of different financial
crimes, but just to mention that there is a debate here regarding to what extent there is a
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monopoly of resources related to one crime at the expense of the others. That is an issue, as you
can see, with regard to the evolution of what a financial intelligence unit is. For a long time
they presented themselves as anti-money laundering agencies, but now they present themselves
as specialised intelligence services and multi-taskers which could be used to fight against social
fraud, tax evasion, organised crime and so on. That is a significant evolution.

For the rest of the presentation, I would like to focus on the three core functions of any FIU.
The three core functions of any FIU are, first, information collection, second, information
analysis to transform the information into financial intelligence, and, third, the dissemination
of this financial intelligence. I would like to examine each element of these core functions. First
of all, regarding information collection, as you know the primary materials of any FIU is the
financial transaction reports they receive from the so-called reporting entities. The major
reporters are probably the financial institutions, mainly the banks. For the most part, the
financial transactions reports are related to the so-called suspicious transactions reports, so it is
a suspicion-based model. When they have a suspicion with regard to money laundering or
related to any other predicate offence, they have to report it to the Financial Intelligence Unit.
I mentioned financial institutions but there could also be other actors, such as lawyers. As
shown on the slide, the reporting entities are mainly at the interface of finance and security. In
other words, the reporting entities are mainly providers of financial services and financial
advice. They are not providers of security services or providers of policing services. Their main
work – their business – is based on financial advice and not on security. So this is an issue for
them, and the way they understand the fight against dirty money and the way they understand
their mission is related to this rationale. Basically, related to our fieldwork and previous work
done on that, the financial institution’s main aim is to protect themselves, but to protect
themselves from the regulator rather than from criminals or terrorists. They want to be seen as
compliant to avoid sanctions, to protect their reputation, to protect themselves from financial
sanctions, and so on.

Here there is a significant issue with regard to reporting practices called defensive reporting.
Basically, the issue is to report transactions on the basis of suspicion, but mainly to protect
themselves with regard to their reputation, the financial risk or the legal risk of being seen as
non-compliant. With regard to this defensive reporting, it could lead to over-reporting, which
in our study is especially the case in the UK. Whenever there is any doubt, they prefer to report
just to be on the safe side, but there is an impact with regard to financial intelligence work
because it is basically creating more noise than useful intelligence to fight against tax evasion.
For instance, the second possibility of defensive reporting is under-reporting, so basically the
contrary. We saw that, for instance, in Switzerland. This is basically reporting when there is no
other option than to report, for instance if your client is on the news or there is a specific scandal
like the Panama Papers. So you report to avoid being prosecuted with your client. I think this
is especially true with regard to tax crimes because for a long time, in the financial institution
especially, the compromise was to say that ‘we want to fight against money laundering because
it is related to illegitimate actors: traffickers, organised crime or terrorist financing’. But the
idea was not to include legitimate political and economic actors who can take part in criminal
activity such as tax evasion. So here there is, of course, an issue for them – namely how to
detect that and how to do defensive reporting with regard to tax evasion.

With regard to the second element, you can see reporting practices that vary between suspicion
and monetary thresholds. The main system is based on suspicion. During the questions I can
perhaps argue that, from one country to another, how suspicion is interpreted can change a lot.
You can have reasonable suspicion, qualified suspicion and simple suspicion, and the way it
will result in you reporting, in a denunciation, is very different from one country to another.
You can see that with regard to the amount of reports received.
A few countries also have automatic reporting, which is based on monetary thresholds. In the
EU I think this is the case with four countries. If we take an example with regard to the study,
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beyond the EU, especially in Canada, all electronic fund transfers greater than CAD 10 000 are
automatically sent to the Financial Intelligence Unit. This means that, for instance, last year
they received 24 million reports in Canada, 100 000 based on suspicion and the rest based on
automatic transactions. To what extent is does the automatic threshold offer added value in the
fight against tax evasion? It is promoted as being of specific value with regard to the fight
against tax evasion, at least in Canada, because now the reporting entities, especially the
financial institutions, have to report the electronic transfer of funds through wire transfers of
CAD 10 000 or more directly to the FIU, but also directly to the tax administration, so they
consider that it is significant also have access to this information.

With regard to the second core function of an FIU, which is information analysis, when they
receive the suspicious transactions report or automatic report how do they do their work to
analyse that and translate the information into specific financial intelligence? Here you know
the difference between the different models of FIUs. There is always this debate between a
judicial model of an FIU, a law enforcement model, a police model and an administrative
model. Here I would like to argue that the issue of status is important, but it also covers many
other differences, even for FIUs related to the same model. I would say that the first big
difference is that the access to the national databases and central registers could be really
different from one FIU to another, even if both of them are administrative or both law
enforcement. I will get back to the issue of access to national databases and central registers
later, with regard to the obstacles to international cooperation. The second issue is a kind of
opposition between two models, what I call the data repository model and the analytic model.
In the first case, basically, the FIU can be seen as just a database, which can give access to law
enforcement partners. In the case of the UK, for instance, there are many actors who can have
access directly to the FIU databases without those specific analyses. This is also the case in the
US so, for instance, the police can search directly in the Financial Intelligence Unit database
without FIU analysis. This is not the case in the analytic model. In the analytic model, they
never provide access to the database. The law enforcement partners only receive the product of
the analysis. They only receive the financial intelligence from the FIU, and that is a big
difference. There are basically two models. Should we give access to the database to all partners
– police, intelligence services, tax administration or is there a specific mission of the FIU, which
is to analyse directly and then to disseminate the information?

With regard to the third core function, which is information dissemination – basically to send
financial intelligence to the partners to fight against specific crime – a simple question we had
was who the customers of financial intelligence are. Who are the main partners who receive the
product of the Financial Intelligence Unit? From one country to another this is very different.
For instance, in Switzerland it is only the prosecution authorities, so the FIU is considered as
the operational arm of justice only. In Canada, for instance, it is completely different. They can
send their disclosure to intelligence services, police, tax administration and so on. That is also
the case in France and, to a certain extent, in the UK. But there are two models: is it purely for
judicial ends and for prosecution, or can it be used by other actors?

The second key element is the distinction between proactive and reactive disclosure. For
instance, when FIUs receive a suspicious transaction report, they have to analyse it, but do they
send directly – proactively – to a partner the information seen as relevant, or do they wait for a
specific demand from the partner? That is a big difference. For instance, in Canada, they are
really reactive and search the database in relation to what their partners ask for. So, if their
partner asks about a specific type of crime, they will find that, but they will not find anything
else because they are not proactive. That could be an issue with regard to different EU Member
States. If no partner asks about tax crime, they will never find anything on tax crime or send
out anything about it. So the distinction between proactive and reactive is really important.
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Still with regard to dissemination – the third core function – but international cooperation, I
will go quickly over this element to conclude on the obstacles. There are at least two main
communication channels, one which is international, in relation to the Egmont Group, with a
specific channel of communication. The Egmont Group is the International Organisation of
Financial Intelligence Units with 152 FIU members. The Egmont Secure Web is basically a
secure mailbox to exchange information with regard to specific financial crime. At European
level there is the FIU.net, which is a kind of equivalent, but with different capacities and
characteristics.

Why do they want to cooperate together? Basically, they can receive a suspicious transaction
report and see an international element related to it and ask the other partners whether they have
any information based on that, or they can receive a specific request from their law enforcement
partners at national level and then need to follow the money abroad to get the information. The
main difference between the Egmont Group and the FIU.net is sophistication. The FIU.net is
more sophisticated. It is easier to retrieve information directly from it, and there is also the
possibility for multilateral cooperation – not just bilateral but also multilateral. I can come back
to that because I think it is key, especially to the key question of an EU FIU.

To conclude, if I have time, on the obstacles – the main problems related to international
cooperation between FIUs – the first element is the lack of capacity to respond to international
requests. This has two facets. First, some FIUs cannot obtain information directly from their
reporting entities if they do not have a specific suspicious transaction report in the database. Let
us say that France requests information from the UK. In this case, the UK would say that it
could not ask the bank if it had the information because it had not received any suspicious
transaction report on the same case. It is not true for the UK, but could be true for Switzerland
for instance. This is a major issue. If they do not have the same suspicious transactions in the
database at national level, they cannot ask for this to be followed up on behalf of the other FIUs.
The capacity to respond is also very different with regard to the type of crime. There can be
really close partners – two FIUs which are really close – which will exchange a lot on one topic,
drug money, but not on tax evasion. So the type of crime, rather than the type of partner, is also
a big issue.

With regard to spontaneous dissemination in the EU, this is also a significant issue which is
raised in the Fourth Directive, the last directive. This is basically to say that, if a specific country
receives a suspicious transactions report, which is related to another country, the idea would be
to send it automatically to this country. This is not the case at all for the moment. The country
would say that it was not relevant for that country and it would stay in the database, and that’s
it. There is no spontaneous or automatic dissemination to the relevant country for these
suspicious transactions. This is especially true with regard to tax evasion. That is a significant
element.

Regarding the last element, on the abusive restriction to use financial intelligence, we would
stress the impossibility of getting access to the information. We can come back to beneficial
ownership and the central registers with regard to the holders of bank accounts but, apart from
access, there is also an issue with regard to the use of financial intelligence. For instance, some
countries will exchange information on tax crime, but will say that it cannot be used for tax
issues. So basically they receive information but they cannot use it for what they want, which
is to prosecute or to continue on money laundering and tax evasion. So it is not only access to
information, but the conditions for use of the financial intelligence, especially with regard to
tax evasion.

1-064-0000

Chair. – Thank you very much for these very rich presentations. We will now come to the last
round of speakers, and we can certainly pick up on issues that were presented in all the
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presentations we just heard. I now invite the co-rapporteurs of the PANA Committee to speak,
and I give the floor first to Mr Kofod.

1-065-0000

Jeppe Kofod (S&D). – Thank you for that very comprehensive presentation. I shall start with
the last presentation, on the FIU discussion. I think it is key for us, and many aspects of the
discussion have been revealed by the study. I would like you to elaborate a little bit. You
characterised three major problems with the FIU vis-à-vis the national authorities, for example
how the different FIUs have different competences. Some can oversee financial sector banks
and so on, others cannot. I think it is a very important point because what we see in many of
the cases with money laundering is that criminals or tax evaders use the financial system to
launder their money and the financial system we have created is in a way too easy for people
who want to do this so it will come out as ‘proper’ money in the end. If you could elaborate a
little bit on the main point, on establishing an FIU at EU level, and whether it could resolve
these many questions you raised – the many contradictions of competences, and the efficiency
and role of FIUs. In your comparative studies do you see an approach which we could take in
the European Union which could be successful in establishing this? We have an FIU.net, of
course, and the Egmont Group as you mentioned, but is there something more specific we could
do to create a real European Union financial intelligence unit that could also have the ability to
look at how criminals use the financial system to launder money. This link is so important to
me.

Secondly, on the overview of the Member States and the study and the response. As a
co-rapporteur coming from Denmark, I think it is little embarrassing of course that the Danish
authorities are not cooperating in a proper way, and I would ask you what are the reasons for
that – not only for Denmark but in general? How do we resolve this in a more efficient manner?
The committee has tried to approach them many times. It is not because there is no insight, I
guess it is probably a lack of proper understanding as to how important this work is for us. So
what is your assessment of the reasons why a country like Denmark and other countries – we
can use my country as an example – do not provide answers in time? Why do they not
understand the task given by us? Is there any way we can improve it so as to make it more clear
what this is about?

1-066-0000

Chair. – There is roughly three minutes for the answer, so perhaps we can count on you, Jeppe,
to make a few phone calls to Denmark, if that helps.

1-067-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – To answer directly on the EU FIU (I think that was the main question), I
would say that in a way you already have it, or at least you have the potential with the FIU.net,
which could be a kind of decentralised EU FIU. I was maybe a bit quick during the presentation,
but I mentioned that with FIU.net you have mutual information. What has been possible for a
few years now is what is called ‘automated cross-matching’. For instance, let us say that a
country gives a part of its national database, they put it on a filter, and it is accessible to all the
other FIUs, and they can match automatically. So let us say, for instance, France puts a specific
filter – it could be a thematic filter, all the reports they have received in relation to tax evasion
– then you will all have access to this information. If the other actors do that, they could perhaps
do a match. They were not even able to think about this before, but now they can ask for
international cooperation. A challenge would be to use the potential of that, to really share
information with regard to these elements.

It is not the case at the moment at all. Some actors are supporters of that and they really want
to push; others are reluctant because the FIU.net is now based within Europol, and for them it
is an issue because they are a bit afraid of the ‘police-arisation’ or the ‘judiciarisation’ of the
EU FIU. This topic is also related to the mandate of Europol. For the moment, Europol’s official
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view is that they do not consider tax crime to be part of their mandate. Money-laundering, yes,
but tax crime for them is a bit different, and you can see that when they study the Panama papers
issues. They try to find crimes other than tax crime. The first time they do a test with regard to
automated cross-matching, they do it on illegal migration so it is also a way of priority, how it
could be used, but the potential of an EU FIU is already there with the FIU.net.

1-068-0000

Amandine Scherrer, Policy Analyst, EPRS. – On the question about Denmark, towards the
end of March we chased up the Member States for outstanding contributions, and as a result
Cyprus submitted their contribution and Denmark, Croatia and Spain promised to do so by
mid-April. It is a bit late, but if you could help us to obtain Denmark’s contribution that would
be great!

1-069-0000

Petr Ježek (ALDE). – Thank you Fabio. I still cannot refrain from making a general comment.
Our colleague who has already left implied that the EU was a sort of rigid centralised system,
but what we hear clearly shows a different picture and that on the contrary it seems that the EU
is a very loose organisation with unlimited flexibility for its members, at least in the area we
are talking about, because what we have heard about the contributions of the Member States to
the study is quite alarming and it unfortunately confirms the low level of cooperation on the
side of Member States with this committee. There is clearly a lack of will accompanied by poor
performance when they deliver data or whatever they are asked for. More importantly, it is
confirmed that there are totally different approaches in the Member States on how to tackle the
issues we are talking about. So it is quite a difficult situation and hopefully we will be able
address it in our recommendations.

A specific question on FIUs and their cooperation with national tax authorities: it has been said
that cooperation between FIUs and tax and other authorities is far from optimal within the
Member States, so I wonder what the main problems are, how they can be overcome and
whether there is a country which could serve as a good example to be followed?

1-070-0000

Amandine Scherrer, Policy Analyst, EPRS. – I would just like to answer the question on FIUs
and tax authorities because this was tackled in the opening analysis of the report. In the report
we describe various forms of cooperation between FIUs and tax authorities. One of the issues
is what is referred to as ‘multiple reporting’. It is what Anthony just described, the fact that the
suspicious transaction reports are not necessarily exclusively used by FIUs but can be used by
other authorities, creating some sorts of problems when it comes to two authorities investigating
the same information. So in the report we rely on another report produced by the OECD that
analyses the different models of cooperation at national level between the FIU and tax
authorities and that gives very interesting leads on how to improve each of the models – one of
them establishing clear memoranda of understanding between authorities, others being, for
instance, post liaison officers from tax authorities within FIUs or the other way round, but also
promoting exchange of best practices, and a kind of training as well for the FIU staff and tax
authority staff, so there are definitely ways of improving how it works. It is actually quite clearly
in the report itself so I invited you to have a look. Anthony, do you wish to add something?

1-071-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – Yes, it is clearly a significant point, this cooperation on the difficulty
between FIU and tax administration. They always use the same metaphor: they say before we
had the Chinese Wall between the tax administration and the FIU, now we just have the Berlin
Wall.

Still, there is this kind of tension about exchanging information. It is also related to the history
of anti-money laundering because at the beginning it was related to trafficking, or organised
crime and this way of thinking about dirty money, the fight against dirty money, is still there
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with regard to the FIU. This very different with regard to tax administration and it is difficult
for the tax administration to work with prosecution authorities or law enforcement because they
think that their main issue is administrative. So there is also a kind of professional cultural
difficulty in exchanging information which can be seen as different, even if they have this
possibility.

1-072-0000

Dariusz Rosati (PPE). – Let me express my thanks to the speakers for their efforts and
interesting conclusions from their studies. My first reaction to what you have said is that there
is surprisingly little harmonisation between the Member States when it comes to the models,
functioning procedures, scope of information, willingness to cooperate of the Financial
Intelligence Units. This diversity also extends to the cooperation between them and the tax
authorities, as you said a minute ago.

My first question is to what extent in such a situation is it possible for the European Commission
to verify the application of the anti-money laundering directive? To what extent can the
Commission be assured that Member States fulfil this minimum standard as far as the
monitoring of suspicious transactions is concerned? To what extent can illicit flows be detected
in the very diversified and legal and administrative frameworks that exist in individual Member
States? To what extent can we be sure also here in this House that the anti-money laundering
directive is actually implemented in a way that guarantees the fulfilment of the goals of that
directive?

The second question is as follows: when we have this very diversified mosaic of frameworks
one is tempted to believe that in some countries it is simply easier to conduct fraudulent
transactions and to evade taxes. And this is, by the way, confirmed by the statistics coming
from the Panama Papers because some countries appear in those statistics more frequently than
others. If this is the case then the methodology used in the previous panel of extrapolating the
proportion of, let’s say, illegal transactions – the deficit in tax revenues as related to the total of
government expenditure, total government tax revenues – extrapolating this ratio to other
countries, I don’t think it makes much sense because if we have these underlying differences in
institutional setups then we can, by definition, have a different proportion of lost taxation money
in different countries. Could you comment on that?

1-073-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – On the first question you comment on the lack of harmonisation and then
how to verify if it is implemented, and maybe if it is efficient could be another question related
to that, of course.

There are two questions on that, or two issues – the first is whether they comply, which means
the FIU, do they do their work with regards to the three core functions? That could be kind of
technical compliance. Do you receive information? Yes. Do you analyse? Yes. Do you
disseminate? Yes.

With regard to the efficiency, that is a debate which is as old as the fight against dirty money.
What would be the criterion to say it is efficient? Some countries argue that it is related to the
amount of suspicious transactions reports you receive. For instance, the UK would say we
receive 400 000 suspicious transaction reports per year. We are way more efficient than
Switzerland that receive just 2 000. But the reply of the Swiss authority would be to say we
receive only 2 000, but it is really efficient because we disseminate 80% of that, so it is high
quality. At the same time it is related to defensive reporting. It is basically based on information
on the press. So of course it is useful because there is a tautology here, it is only on the press so
they decide to report. So of course it is useful because it is already related to a prosecution.
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The main topic still is what would be the criteria to identify efficiency? Some would say it is
the number of prosecutions, but others say no, it is intelligence. In our name we are called
financial intelligence unit, we are not the operational arm of the judiciary so we should be
evaluated in another way. So the main topic here, beyond technical compliance to see if they
do their work, is to find a way to try to understand their work, and it is really difficult because
now it is from tax evasion to terrorist financing. Is it the same criterion to evaluate that? So I
think it is an open question. It is a difficult one and right one.

1-074-0000

Chair. – The other question was, I think, related to the methodology. Would one of you want
to address this very briefly?

1-075-0000

Elodie Thirion, Policy Analyst, EPRS. – Yes, it is related a bit. In our study we will have a
look at all Member States but, as you just said, it will be limited. We will look at the numbers
of, I don’t know, the personnel allocated to financially intelligence units, the number of cases
prosecuted, the fines that were applied... but then I think it will be complicated to say that this
number means it is efficient, that number means it is not efficient, but we will have a comparison
of all Member States.

1-076-0000

Dariusz Rosati (PPE). – No, I am sorry. My point was slightly different. There were estimates
of losses, of revenue losses to governments. Because not all the governments, not all the
Member States have reported those estimates, the estimates taken from the sample of countries
have been extrapolated to the rest of the EU, assuming that this is the same ratio of lost revenues.
Given the large complexity and the differences among the institutional setups in individual
Member States I think this assumption is questionable at least.

1-077-0000

Chair. – I think this was not the error you were looking into, so I would propose that we have
a separate discussion with the researchers from the first team.

I would then like to give to floor to Mr Ramón Atondo of the S&D Group.

1-078-0000

Ramón Jáuregui Atondo (S&D). – Firstly, I too would like to thank you for what you have
said and ask you three questions. The first regards what my colleagues have said, as both
Mr Rosati and the spokesperson for the ALDE Group stated that there are many differences
between our countries in the European Union, and many options for financial interchanges, and
I get the feeling that what we lack in the European Commission is a uniformity, let’s say, in
monitoring, in fathoming out the various national tax policies.

This is perhaps not really a matter for you, but it does concern us, as it could form the subject
of a recommendation by this committee if we come to requesting the European Commission to
establish a supervisory/monitoring/information unit that facilitates a more effective exchange
of information and understanding of our vastly differing tax laws.

The second question I should like to ask is whether, when FIUs are faced with a tax haven or
an opaque tax administration or an administration which, let’s say, does not cooperate in
providing tax information, are they more afraid of the FIUs than they are of normal tax
agencies? In other words, when FIUs are investigating illicit money, do they get, let’s say, a
more cooperative response from opaque tax areas?

Thirdly, and lastly, could it be said, based on your experience in monitoring tax crimes, illicit
money, that 80 % of the monies processed by tax havens are the proceeds of crime? That only
20 % comes from non-crime-related tax evasion? Is that a fair figure?
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1-079-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – Thanks for your question and your comments. First, with regard to the
cooperation of let’s say an EU FIU with as you mention an opaque or tax haven country. There
are two situations with regard to that. The first one in relation, for instance, to the Panama
Papers is the difficulty of identifying the beneficial owner. That is clearly the issue, because
always they say ‘we are not able to trace the financial flow.’ They are able to trace the financial
flow, but they are not able to match the financial flow, the financial transaction with a name,
with an identity. So the main issue for them is that, for instance in Canada law enforcement
they have a lot of difficulty to find the identity of Canadian companies owned by entities abroad.
So the issue of beneficial owners is key here.

The other issue in relation to this kind of country or jurisdiction is the condition of use of
information. They send information but each time they say, as I already mentioned, ‘you cannot
use it for tax issues’ and for them they have the information but they cannot use it. So it is a
clear problem here.

Second, you mention the figures: 80% is related to crime which could be tax crime or something
else, and 20% is legitimate I would say.

I have not done this work, but significant work, really rigorous with regard to that is the work
of Gabriel Zucman on tax havens and he basically, with a new methodology, basically arrived
at the same figures: 80% related to illicit money in one way or another and 20% not. With
regard to this work that would be relevant.

1-080-0000

Ramón Jáuregui Atondo (S&D). – I just want to inform the members of Parliament who spoke
about this that I have already contacted the Spanish Government to say that it is at fault and
must send the information immediately.

1-081-0000

Chair. – Thank you very much for that initiative.

1-082-0000

Bernd Lucke (ECR). – Chair, my first question is for Ms Scherrer. If I understood you rightly,
in your introductory remarks you said that during the presentation you intended to investigate
the way in which the Member States are given the opportunity to contribute additional
information. Either I missed this or it did not feature in the presentation. So I would like to ask
you to comment on this.

If the Member States are given the opportunity to contribute additional information, I would be
interested in knowing whether they have perceived any development in this situation – in other
words, whether they have noticed any improvement, for example, either in the cooperation
between tax authorities and FIUs or in cross-border cooperation between FIUs.
At this point a word was used which sounded rather pessimistic to a German such as myself:
previously there had been a Great Wall of China, and now there was just a Berlin Wall. In my
experience I think it was easier to get over the former than the latter.

But perhaps there is more positive progress – in the form, I think, of some information which
would be essential for us: where do the Member States see progress and where do they see
stagnation or even new obstacles? I think this is something we should investigate.

Otherwise, what has been very well highlighted here is that certain models are emerging. You
spoke at one point about correlations and mentioned certain phenomena where there is a need
to provide a shape. But I think it is important to ask the authorities in the Member States once
again what they consider the main problem to be.
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We will not, of course, be able to solve every problem, but we should at least have a kind of
league table of problems so that we can concentrate on what is for the moment the most
important. And I am tempted to believe that one major problem might well be the resources
with which the FIUs and possibly also the tax authorities are provided.

We have no figures for huge numbers of suspicious transaction reports, which cannot be
properly processed by any of the FIUs or tax authorities. This naturally raises the question,
firstly, of whether the resources provided to these institutions in the Member States are
adequate, and secondly, whether there may be procedures for filtering the mass of information
which accumulates so as to keep only that information which is of value.

So what interests me – and these are perhaps not so much questions for you personally as
suggestions for where we might dig deeper and questions which the Member States may be able
to answer in a further survey: would it be possible, for example, rather than using a primitive
indicator like ‘Which transaction exceeds EUR 10 000?’, instead to identify more deeply-
rooted models for financial transactions – in other words not just the amount but also the
beneficiary, the executing institution, the purpose, or whatever it might be? Rather like what
we are all familiar with in the case of computers: once you have typed in the first three
characters of what you are looking for, more or less everything you are interested in will appear.
I think this must hold for this kind of information filtering in the case of potentially suspicious
transactions.

And one final question...

1-083-0000

Chair. – Mr Lucke! We will then have one minute for the answer.

1-084-0000

Bernd Lucke (ECR). – Then I shall withhold the question.

1-085-0000

Amandine Scherrer, Policy Analyst, EPRS. – Just to come back to what extent the Member
States will be able to provide further information, this referred to the study based on the
questionnaire. It is not the study on FIUs, just to clarify.

For this one, what we will be doing is that, when the country fiche we have showed you is ready
and we have finalised all of them, we will transmit them to the Member States for them to
comment and provide further information. Furthermore, I think the fact that all the replies are
made public on the PANA website will help the Member States to see the level of information
given by the other Member States, and this can also encourage them to provide the best
information available.

Just one thing on the on the FIU: the mapping exercise carried out for the Commission, which
was released in January, is a good snapshot of how the EU FIUs identify the obstacles they
face. It is really the point of view of the FIUs, because the mapping exercise was based on
surveys sent to EU FIU staff themselves, so the responses really provide a good overview of
how the FIU feel at this stage when it comes to cooperation with one another.

1-088-0000

Chair. – Thank you very much. Unfortunately, due to time limitations we cannot proceed here
at this stage.

There was no indication given by the ALDE Group for a speaker other than Petr Ježek, who
has already had the floor. Is there somebody from ALDE here who would like to take the floor?
OK, then the next one on the list is somebody from GUE/NGL, which in this case would be
myself. So you can use the hammer, if I am over time.
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For my first question: you indicated in the study, Dr Amicelle, that, Switzerland for example
has no suspicious transaction report, and it cannot request additional information. We have seen
in the reading room – and for obvious reasons I cannot not go into detail – that there were
certain categories of professions, let’s say the legal profession, that had quite a low number of
reporting certain Member States in terms of suspicious transaction reports. Did you come across
any bias from a particular profession which performs law in terms of the quantity of suspicious
action reports, and how might this impact your study?

Secondly, I put a very simple question once to the European Council and the Commission: I
asked how many bank accounts in the European banking system were frozen related to
suspicions transactions related to funding of terrorist activities. I had a statement by a British
bank, HSBC, that they had quite a number of reports about this, and then the Commission told
me that it is not a law enforcement agency and that I should ask the FIU about the number. We
went to the UK delegation and asked the British FIU, and they said that this was something that
they could not address, that it was in the remit of some ministry – I don’t remember exactly
which. Did you come across this kind of competence mismatch, and would it also play a role
in effectively responding to problems in the field of the financing of terrorism?

1-089-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – With regard to the first question and the legal professions, for a long time
the inclusion of the legal profession has been an issue, especially within the European Union.
What we’ve seen with regards to their reporting practices, the number of reports is really low,
and it’s really defensive reporting in the sense of under-reporting. Basically, they report most
of the time when they have no choice – when their client is in the media coverage, or when the
police call them asking for information on their client. They know that the client will probably
be prosecuted, so they will send a report – it’s merely a kind of backing themselves. It’s not a
way to really contribute to the system for the moment, because they still consider that it’s not
legitimate for them to be included in the anti-money-laundering apparatus.

Secondly, with regard to how many bank accounts were frozen in relation to terrorist financing,
you are right: there are no specific statistics per country to know how many are frozen. We have
the list of the names – so we know how many people are listed as suspect – but not how many
bank accounts are frozen. No specific figures on that.
What I can mention quickly is that there are significant issues at stake for the banks – especially
to identify and block, because there is a significant issue of anonymity, for instance. They have
few identifiers to determine if someone is on the blacklist and whether they should freeze the
assets just because the name they have is the same. They also have, in practice, a lot of difficulty
to identify that, if they have any clients related to any list.

1-090-0000

Chair. – Thank you very much. The next speaker on the list is Ms Eva Joly for the Greens, or
if she is not present than I assume Mr Giegold.

1-091-0000

Sven Giegold (Verts/ALE). – Eva had to catch a train to Paris, so it’s me again.

First, thank you very much for the interesting presentations. I would first like to know, regarding
the answers which were not given by Member States, will you send follow-up questions? Is this
part of your exercise? If not, I think we should do it so that we get from you a clear indication
of what has not been answered and what has been answered by other Member States, so that
we can chase them with follow-up letters. Could you explain the procedure to me?

Secondly, when it comes to the question of exchange of information between FIUs, do you
think that the FIUs went beyond what is legally foreseen in refusing to cooperate? Do you think
this is a violation of the law, or at least a case of maladministration?
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Thirdly, I was very interested by what you were explaining about the different definitions
regarding whether tax fraud is a criminal offence, if it is a predicate offence to money
laundering. We were also finding that there is a limit to legal cooperation when it comes to the
size of tax fraud. So could you also provide figures on the definition of when fraud in tax is
seen as a criminal offense in the Member States? The thresholds supplied – for example,
Luxembourg has EUR 200 000 and you can hardly prove, in most cases, that there was a fraud
of that size, and therefore legal cooperation is not granted by Luxembourg.

Lastly, on the money laundering side, when it comes to suspicious transaction reporting do you
see any logic that, if you create offshore companies, this is not by itself a suspicion and should
trigger a suspicious transaction report?

1-092-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – First, with regard to possible illegal obstruction by FIUs concerning
international cooperation, this is a legal matter because at a national level they have to act on
information with their national partners. At an international level, they can or they should, but
it’s not an obligation because it’s intelligence. It’s not a criminal justice kind of agreement. So,
from this point of view, it cannot be illegal because they have the possibility to say yes or no,
at least at the international level. But there are some abuses, as we saw during the presentation
of the research.

1-093-0000

Sven Giegold (Verts/ALE). – Also in Europe?

1-094-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – Also in Europe. You have some exceptions, which make it possible to say
‘I will not cooperate because it’s related to sensitive information; we want to protect political
opponents.’ We saw that they use these kinds of procedures or exceptions a lot to avoid
cooperation, and sometimes it is clearly abusive. Most of the time they can just reply and say
‘not known’ at the end of the exchange, or they can say ‘known’, but at the end of the exchange.

With regard to SDRs and offshore companies as a trigger of suspicion: there is a distinction in
the law between risk and suspicion. So, for instance, offshore companies would be ‘high risk’,
but ‘high risk’ means that they will be monitored a lot, so there will be more control and
monitoring by the bank, for instance. But it doesn’t mean that they are suspicious per se. It’s
related to risk, related more to surveillance, but not related to suspicion per se – not for the
moment, at least.

1-095-0000

Elodie Thirion, Policy Analyst, EPRS. – To answer your first question regarding the follow-
up that we will try to have with the Member States: once all the fiches you have seen on the
screen are ready, we will send them back to the Member States and ask them for more
information, if they want to add information. And, of course, if there are some additional
questions, they are welcome and we will ask them at the same time.

1-096-0000

Chair. – All right, and the secretariat is also constantly reminding us, as indicated to me, to get
the data, and I think that you would be also available for follow-up written questions from our
side? Okay, perfect.

The next speaker on the list is Mr David Coburn for the EFDD Group.

1-097-0000

David Coburn (EFDD). – Fighting crime is necessary and valuable, but if we stand for the
rule of law we must also say that people’s privacy and presumption of innocence are even more
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valuable. In the UK, you’re innocent until proved guilty. In European Bonapartist jurisdictions,
you have to prove that you’re innocent. This is not justice by British standards. My fear is that
over-regulation and a lack of privacy, especially in the field of people’s finances, will lead to
undesirable outcomes such as lower economic growth or the relocation of individuals and
corporations to friendlier regulatory regimes.

We can, however, fight the grey and black economy by making our regulatory regimes
friendlier. If we charge corporate income tax, dividend tax and VAT – which I remind you is
mandated by the EU at the minimum rate of 15% – no wonder many individuals and
corporations think they are not getting their tax money’s worth. Do you not agree that
deregulation and the lowering of taxes for society is more beneficial than inventing even more
complicated ways of compliance and reporting? They use the word ‘terrorism’ all the time as a
way of looking at these matters, but this is like the world of George Orwell: it is a tremendously
good excuse to stick your nose into other people’s business.
1-098-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – Thank you for your comments. The issue of privacy is a long story in
relation to anti-money laundering, because there was already the argument over opening,
especially with regard to the financial institutions, that privacy at least was synonymous with
banking secrecy. So the argument of privacy was used to avoid participating in the fight against
money laundering because it was a breach of privacy, banking secrecy, in relation to the clients.

With the international recommendation in 1991, there was a move with regard to that, saying
that of course there is financial privacy and confidentiality for the client, but that with a specific
limit there is the possibility to report on the basis of suspicion. I understand that the protection
of privacy is still a question and a significant issue, but of course it is related to the
implementation of anti-money laundering. There was a decision on a specific moment, to say
that there is privacy until a specific moment when it’s related to a suspicion of money
laundering and terrorist financing. But I understand that there’s an issue with regard to that,
because it’s related to the interrelation between surveillance and privacy.
1-099-0000

David Coburn (EFDD). – It’s a major part of your democratic right to enjoy your money,
which you work hard to earn, to the full. It’s very easy for bureaucrats to freeze people’s money,
causing financial problems, and – as I said before – in Bonapartist European jurisdictions that
means you have to prove you’re innocent. In UK terms, you are innocent until proven guilty.
By our terms, your system is utterly undemocratic. Regarding this awful business of seizing
people’s money: if there’s a leakage of capital, that’s worth it for preserving the liberty and
freedom of the individual. That is, without doubt, the most important of all, and that’s why
we’re leaving the European Union.
1-100-0000

Chair. – Do you desire to comment on the hard-earned money of...

1-101-0000

Anthony Amicelle, International Centre for Comparative Criminology, Université de
Montréal, Canada. – Maybe just a small comment, because there are two issues: one issue with
regard to blacklisting and freezing assets, but the other issue you mention is privacy. With
regard to that, we come back to the beginning of the conversation, and the Panama Papers
Committee, because the main issue with regard to the Panama Papers was that we are able to
follow the money but not to match this illicit money with a specific identity or name. And if we
come back to the idea of banking secrecy and privacy, we cannot, essentially, fight against tax
crime, so there is a kind of tautological issue here: if it’s not possible to go beyond that and to
match identity and information with regard to financial flows, no fight against financial crime
is possible.
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1-102-0000

David Coburn (EFDD). – Well, let’s err on the side of liberty, shall we?
1-103-0000

Chair. – I would also like to remind us all that to defend the interests of the hardworking people
who pay their taxes, you have to go after those who don’t, and that the Panama Papers
sometimes showed not very reasonable ways of earning money, such as child prostitution rings
and other professions that we don’t want to see flourishing.

The next speaker on the list could be from a Bonapartist regime, but I don’t think there’s anyone
present from the ENF, so I would suggest that we move on to the EPP. They have not signalled
to us who would like to take the floor – is there anybody from the EPP who would like to take
the floor? That’s not the case, so then we can happily conclude. Before concluding, I propose
to give the floor to our co-rapporteurs for very brief final remarks if they so wish. Jeppe, do you
have anything to conclude?

1-104-0000

Jeppe Kofod (S&D). – I will be very brief, because I think that the interesting part is also the
follow-up with the Member States. We have to do that in a collaborative manner, and we also
have to think about how to address the lack of cooperation in our report later in the committee;
that’s one message. On the discussion of values, we have a lot of food for thought, and also
things that we can think about in our recommendations. We will definitely also use this input.
Thank you so much.

1-105-0000

Petr Ježek (ALDE). – I would just like to thank our colleagues for the presentations. I have
already made some general remarks related to the situation in the Member States, as have some
other colleagues, so we will devote proper attention to that in the report and the
recommendations.

1-106-0000

Chair. – The time has arrived for the final information, then.
I would like to draw your attention to the Committee meeting of next week: 2 May at 15.00, at
which the results of three more studies will be presented – some more food for thought. Two of
those will focus specifically on the roles and responsibilities of intermediaries such as lawyers,
accountants and banks. The third one looks into the overseas countries and territories of the
European Union, which are linked to four Member States: Denmark, France, the Netherlands
and the UK.

I would like to thank the participants of this meeting for their contributions – first of all our
researchers, and secondly also the staff of the political groups for being present here so long
and the remaining MEPs, as usually this is travel time. Thank you very much for the support of
the Secretariat, and thank you very much to the translators.

We don’t have anything under ‘any other business’, so we can conclude the meeting.

(The meeting closed at 17.45)


