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1-002-5000

President. – Good afternoon, Ladies and Gentlemen. We would like to start our meeting. We
are still awaiting the Irish minister, but he is in the building.

1-003-0000

I would now like to switch to my native language Interpreting is available in the following
languages: French, German, Italian, Dutch, Spanish, Finnish and of course English. May I
cordially welcome you all to today’s hearing with a total of four European Finance Ministers.
This meeting, like all the previous ones, will be streamed on the Internet.

It is a pleasure to welcome the Ministers, starting with Dr Wolfgang Schäuble from Germany.
He has been Germany’s Finance Minister since 2009, before which he was Federal Minister
of the Interior and head of the Chancellor’s Office from 1994 onwards. Welcome to the
PANA Committee, Dr Schäuble.

I cannot yet welcome the newest of the Ministers; he has yet to arrive.

I should like to welcome Professor Pier Carlo Padoan from Italy. He has been Finance
Minister since 2014, before which for many years he held responsible posts with the OECD
and various international bodies.

I should like to welcome Mr Jeroen Dijsselbloem from the Netherlands. He has been Finance
Minister since 2012 and Chair of the Euro Group since 2013 – and has already been re-elected
to that post once; his term of office runs until January 2018. Welcome!

We would very much like to thank you for finding time in your busy schedule – there is the
Minister, I see – to discuss topical international, national and European issues relating to
money laundering, tax avoidance and tax evasion.

And I should like to welcome the new Irish Minister, Mr Paschal Donohoe, from Ireland. He
has been Minister of Finance since June 2017, but has served in various government posts
since 2013. So although he is new to his current post, he is no novice in government.

I would also welcome Members and the Ministers’ civil servants. I see State Secretaries,
departmental heads and many prominent persons who prepare Ministers’ work, if I may put it
that way.

Here in the PANA Committee, we have had a mandate for a year. As a result of that mandate,
we have organised a series of events at various levels, with many public hearings. We have
commissioned studies, we have travelled on fact-finding visits to the USA, the United
Kingdom, Malta, Luxembourg, Portugal and, last weekend, Cyprus; a visit to Switzerland is
also scheduled. We have access to documents – debatable, perhaps – and since yesterday we
have had the draft report by the two rapporteurs, Jeppe Kofod from Denmark on behalf of the
S&D Group and Petr Ježek from the Czech Republic on behalf of the ALDE Group. We
debated it for the first time yesterday.
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I recall that some of the gentlemen – particularly Dr Schäuble – were already here in the
TAXE 1 and TAXE 2 Committees for similar hearings chaired by our colleague Mr
Lamassoure. I have good memories of that. We did not encounter the same assent everywhere
in the Council as you are according us now, by being present. As Chair, I would like to make
that clear. One of our handicaps was a Council Legal Service here in Brussels which advised
certain Member States – particularly the Maltese Presidency of the Council – to respond
cautiously to invitations and requests for information. That did not exactly assist our work.

Moreover, as a committee of inquiry we did not have the same rights as committees of inquiry
have in some Member States: we cannot impose any penalties or force anybody to accept our
invitations. Consequently, in Luxembourg for example, it was difficult to actually invite those
who had been responsible in earlier years and who are named in the Panama Papers.

For us this represents a high point today. We shall definitively conclude our work in
December – the mandate has been extended until then – and we shall submit our
recommendations and final report in October/November. One problem is that we have
discovered various different problems in existing legislation. I would rather not mention the
principle of unanimity for EU decisions on taxation, but there are very positive developments
with regard to international exchanges of information and in the current legislation – I would
rather mention country-by-country accounting, the fifth Money Laundering Directive, a new
proposal on intermediaries and their obligations in relation to money laundering, and the
common corporate tax base. We are not yet in agreement with the Commission about the
black list of tax havens, because the President of the Commission has said that he would like
it to be completed by November, but that on no account should it include any jurisdiction
from the European Union. We shall have further discussions about that.

I should like to say thank you once again, and to propose that we now, proceeding
alphabetically, first give the floor to Germany’s Federal Finance Minister, Dr Wolfgang
Schäuble, if possible for about five minutes. Dr Schäuble, you have the floor first.

1-004-0000

Wolfgang Schäuble, Federal Minister of Finance (Germany). – Chair, colleagues, It is
always an honour and a pleasure to visit the European Parliament.

The German Government has long been advocating greater European and international
transparency with regard to taxation. Immediately after the news broke concerning the legal
practices which had been in use for many years by letterbox companies in Panama and other
Caribbean countries, we submitted a ten-point plan containing comprehensive measures at
national and international level. Together with our partners in the OECD and G20, we have
repeatedly called on Panama and other States to cooperate in mutual assistance between tax
authorities and to sign agreements on automatic exchange of information about financial
accounts. As a result of the pressure, Panama has now made progress and, for example, on 14
June this year, initialled a bilateral agreement with Germany between the competent
authorities. That agreement fully applies the international standard for the exchange of
account information. However, it is important to ensure that Panama and all other States
accept international standards and enforce them properly. For that reason, the implementation
of the CRS is being monitored and repeatedly tested under the OECD’s Global Forum
process.

Since the publication of the Panama Papers, the EU too has taken further measures to combat
tax avoidance, tax evasion and money laundering. I should like to stress that we in the
Council of the EU started work on a list of non-cooperative third countries and jurisdictions in
the field of taxation in early 2016. It is the intention that the list should be complete by the
end of the year. The aim is to induce the relevant third countries to cooperate. The German
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Government would like zero-rate jurisdictions such as the Bahamas or Bermuda to be
examined in order to ensure that companies are not allowed to remain untaxed. If my
information is correct, that is also one of your committee’s demands.

In addition, further steps are needed to improve the efficiency of our work. I concur with the
demand for a further increase in the transparency of the EU Code of Conduct group against
unfair tax competition. The group’s reporting to the EcoFin Council has also been increased,
but there is still a certain amount more to be done.

With regard to combating money laundering, numerous measures have either been taken or
are still under negotiation. The European Parliament’s recommendations are also being taken
into account to some extent. This applies at both national and European level. In Germany we
have transposed the fourth Money Laundering Directive on time, just in time in fact: the
legislation entered into force on 26 June. Under the implementing legislation, we have
introduced a transparency register in which beneficial owners of businesses and trusts are to
be entered, and we have introduced more stringent penalties for money-laundering offences.
With effect from 1 July, we have reorganised the central financial information unit, assigned
it new powers and significantly increased its staffing. It previously formed part of the Federal
Criminal Police Office (BKA), but is now part of the customs administration, because, after
intensive debate, we have concluded that that is a more efficient way of organising things. In
order to improve monitoring for money laundering in the financial sector, we have
significantly increased the staffing of the Federal Financial Supervisory Authority (BAFin).
The proposal for a directive amending the fourth Money Laundering Directive makes it
compulsory for all Member States to introduce account registers and retrieval systems. We are
preparing for that. And in the field of taxation we have responded at national level with the
Anti-Tax Evasion Act of 23 June. It has increased the requirements for cooperation by tax-
payers and credit institutions in connection with the establishment and arrangement of
business relationships between domestic tax-payers and third-country companies controlled
by them. And changes are on the way regarding checks on identity when opening accounts
and increased powers of investigation for the public finance administration, for example in the
account retrieval procedure.

So, to sum up, I can say that we share your committee’s objectives. We cannot tolerate tax
evasion and money laundering, and must ensure that there are no refuges for it, and we shall
continue to work resolutely to take further necessary steps in accordance with our European
obligations, but also in the OECD’s G20 process in conjunction with our chairmanship of the
G20.

1-005-0000

The Chair. – Thank you very much, Dr Schäuble, for your account, inter alia, of what Germany
has done to date. I should like to move on immediately – we agreed to proceed alphabetically
– to Ireland’s new Finance Minister, Paschal Donohoe.
1-006-0000

Paschal Donohoe, Minister for Finance and Public Expenditure (Ireland). – Thank you very
much, Chair. I want to thank the Committee for their invitation to appear this afternoon along
with my fellow Ministers. This Committee has taken on a very wide mandate across tax, anti-
money laundering and other areas, and I know that the committee’s draft recommendations
published last week do indeed cover a wide range of matters.

I would firstly like to outline the Irish response to the Panama Papers themselves. Secondly, I
want to discuss Ireland’s commitment to exchange of tax information and to international
cooperation on tax issues. Finally, I will comment on Ireland’s actions in the area of anti-money
laundering.
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So, if I may begin with our response to the Panama Papers. The information contained in these
papers had very limited connection to Ireland. Nonetheless, whenever any such information
becomes available, the Irish Tax Authority or the Revenue Commissioner examines this
information to decide whether Irish tax has been avoided, and whether to challenge the tax
planning arrangements. Ireland is committed to making the fullest possible use of any available
information to pursue cases where it appears that tax liabilities have not been addressed. A
number of inquiries have been initiated arising from the examination and the analysis of the
Panama Papers data, and this work is ongoing.

Following the publication of these papers, we introduced new legislation last year to prevent
taxpayers who use offshore schemes from availing of reduced penalties under a voluntary
disclosure regime. To encourage taxpayers who may have used such arrangements in the past
to come forward, taxpayers were given until 4 May of this year to make disclosures under the
voluntary disclosure regime. Those that fail to come forward by that date face greater penalties,
publication of their names and possible prosecution.

I am advised that the number of disclosures made before 4 May exceeds 2 500 disclosures and
they have a value of more than EUR 70 million. Our tax authorities are now examining all of
the disclosures received in greater and further detail. The Irish Revenue Commissioners are also
fully engaged with the OECD Joint International Task Force on shared intelligence and
cooperation and we will continue to play a full part in agreeing concrete actions that tax
administrations can take in response to evidence of tax avoidance or erosion.

I want to take this opportunity to state that Ireland is a strong supporter of the work done in
recent years to increase the exchange of information between tax authorities. Remarkable
progress has been made at OECD and EU level to extend the automatic exchange of information
to include financial account information, country by country reports and tax opinions and
rulings. This new information will play a vital role in improving the ability of tax authorities to
carry out risk assessment and to target audits and interventions. It will also help to reassure
citizens that everyone is paying their fair share. To have a functioning tax system justice must
be done, and be seen and appear to be done.

More broadly than just exchange of information, we are a strong supporter of international tax
reform efforts. The issue of aggressive tax planning by multinational companies is a global
problem requiring a global solution. The agreement of the OECD BEPS report was a very
important step and the focus must now be on implementation. We were one of the first countries
in the world to introduce country by country reporting to tax authorities. The agreement of the
Anti-Tax Avoidance Directive by all Member States was another significant step towards the
implementation of the BEPS reports. This offers a multilateral instrument, which was another
global milestone to provide the mechanism for extensive changes to tax treaties globally. We
were one of the first countries to sign this instrument at the first signing ceremony in Paris. I
am supportive of the Commission proposal for all countries to introduce mandatory disclosure
rules and I hope that agreement can be reached on this directive, because we remain convinced
that consistent global action is the best way to achieve a fair and transparent global tax system.

With regard to anti-money laundering, a whole-of-government approach is being adopted.
Ireland has an anti-money laundering steering committee, which is chaired by a senior official
in my department and is comprised of representatives from the relevant agencies including the
Financial Intelligence Unit of our national police force An Garda Siochána, the Revenue
Commissioners and the state competent authorities. This steering committee is responsible for
policy making and implementation and anti-money laundering matters.

We are in the process of transposing the Fourth Anti-Money Laundering directive and we are
committed to strengthening transparency over who ultimately owns and controls companies
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and trusts, to effectively detect, disrupt and prevent money laundering and terrorist financing.
We will establish the central register of beneficial ownership information for both companies
and trusts, as provided for under this directive.

I am aware that the Fifth Anti-Money Laundering Directive, which is currently being discussed
at trialogue, has proposed amendments to these beneficial ownership provisions, and my
officials are engaging constructively on these matters. So in closing, Chair, I want to thank you
and your committee for the invitation to meet you here today, and I look forward to an engaging
discussion.

1-007-0000

The Chair. – Thank you, Minister. It is the first time you have appeared at the European
Parliament since you took on your new post. We are grateful to you for accepting the invitation.
I should now like to give the floor to Professor Pier Carlo Padoan from Italy.

1-008-0000

Pietro Carlo Padoan, Minister for Economic Affairs and Finance (Italy). – Chair, Members
of the European Parliament, I am very happy to be here today – thank you for your invitation
– to discuss measures to combat money laundering, tax avoidance and tax evasion. These are
very important problems, calling for agreed and coordinated responses at national, European
and international level, measures that Italy continues to support with heart and soul.

Let me recall a few of the initiatives that Italy has put forward internationally. As holders of
the Presidency of the G7, in May this year we secured the adoption of the Bari Declaration on
Fighting Tax Crimes and Other Illicit Financial Flows. The declaration stresses improving
cooperation between national competent authorities and the role of intermediaries who, as
became clear from the Panama Papers, play an essential part in organising schemes to evade
tax and commit financial crimes.

We strongly support the proposal for a directive submitted by the Commission concerning
obligations of disclosure by intermediaries and information exchange between tax authorities.
We consider it vital to involve developing countries in this as well. Therefore Italy, together
with Germany, which holds the Presidency of the G20 this year, has supported the
establishment in Kenya of the Africa Academy for Tax and Financial Crime Investigation,
with a financial grant and technical assistance for the training of personnel from African
countries.
As regards combating terrorist financing, the Italian Presidency of the G7 has also conducted
a survey of the powers of the financial information units of the seven G7 countries in order to
analyse any barriers to exchanges of information and the potential that could be developed.

In the context of the initiative by the OECD-G20, Italy supports the BEPS project concerning
Base Erosion and Profit Shifting and, together with 68 other countries, on 7 June signed the
Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base Erosion
and Profit Shifting, which is a fundamental instrument for the application of some of the
recommendations of the BEPS project.

In the European arena, under the Italian Presidency in the second half of 2014 the idea of an
EU BEPS Agenda was launched. Since then, in less than three years, two anti-evasion
directives, ATAD 1 and 2 (standing for ‘Anti-Tax Avoidance Directive’), have been adopted,
as have three directives on transparency, automatic exchanges of financial information,
exchanges of rulings and country-by-country reporting.

As regards tackling money laundering, the Italian Presidency concluded the European
negotiations on the Fourth Anti-Money Laundering Directive, which accelerates
investigations into financial crimes and makes the role of intermediaries and professionals
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more effective. More generally, Italy’s legislation on money laundering and the
implementation measures are among the most advanced. Now the possibility of requiring all
EU Member States to have national central registers of current accounts is being debated. In
Italy, we have had one for a long time. In 2015, Italy also introduced the offence of self-
laundering, which increases the powers of the judicial authorities to combat tax evasion in
particular.

At domestic level, many measures have been taken to combat tax evasion and provide
incentives for compliance, promoting cooperation between tax payers and the tax authorities,
as well as ever increasing legal certainty. I should like to mention the voluntary disclosure
programmes, the first in 2015, the second running until September this year.

Another important initiative is the cooperative compliance regime introduced in Italy in 2015,
which makes it possible to establish preventive dialogue between the tax authorities and tax
payers, with shared management of fiscal risk, including by means of agreements on the tax
treatment of strategic operations with a multiannual impact on a business’s financial
performance.

To conclude, a few words about the future, because much still remains to be done. Above all,
it is necessary to make progress with the proposal for a directive on the Common
Consolidated Corporate Tax Base (CCCTB). Common rules on the calculation of companies’
tax base would reduce opportunities for unfair tax planning and competition, at the same time
creating a predictable fiscal framework for cross-border investment.

We appreciate the Estonian Presidency’s decision to launch a debate on taxation of the digital
economy in the context of the creation of the digital single market, which is also a priority for
us. Equally important is bringing international tax rules into line with the development of
business models due to digitisation, maintaining a link between taxation and the place where
production value and profits are generated. Secondly, it is necessary to prioritise work on the
beneficial ownership of legal entities such as trusts, partnerships and foundations in order to
improve the availability of information on them and access to such information. The
publication of the Panama Papers has further convinced us of the urgency of progress in this
field.

Lastly, in the field of the European negotiations on amendments to the Fourth Anti-Money
Laundering Directive, particular emphasis is placed on cooperation between financial
information units and increasing capacities for access to the data of the intermediary and of
other entities that have obligations to combat money laundering. Equally important is
promoting greater cooperation among supervisory authorities in the anti-money laundering
sector and combating terrorist financing.

1-009-0000

Jeroen Dijsselbloem, Minister of Finance (Netherlands). – Thank you very much, Chair, to
you and the Committee for inviting me and my colleagues to discuss with you today the
important issue of tax fraud, tax evasion, tax avoidance and money laundering.

The international publication of the Panama Papers has, of course, shown how widespread tax
evasion is, and we cannot allow criminal activities to be left unpunished and multinational
companies to escape paying their fair share in taxes. To be quite frank, for too long the
Netherlands has been part of this problem. Over the past few years, we have been part of a
process taking important steps to fight tax fraud, tax evasion, tax avoidance and money
laundering. By taking these steps, I hope that we can become once again part of the solution.
So today, I will first reflect on some of the international initiatives and then say something about
unilateral steps that we took in the Netherlands.
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On the basis of the OECD BEPs project, directives have been agreed in a record time within
the EU and are being put in place. During our Presidency, the Dutch Presidency, we reached a
Council agreement on the Anti-Tax Avoidance Directive (ATAD) on country-by-country
reporting between tax authorities, quickly followed by an agreement on fighting hybrid
mismatches with third countries. This ATAD 2 directive also puts an end to the Dutch so-called
CV/BV which was often used by American multinationals taking advantage of US regulations
and avoiding paying taxes in the US, but also in Europe.

A couple of weeks ago we reached the latest landmark of the OECD BEPs project in Paris. A
lot of my colleagues and I signed the multilateral instrument, and in the Netherlands we are
working on the broadest possible implementation of this instrument in all the tax treaties, and I
would like to call on other countries to do the same: make the full use of this multilateral
instrument as the best way to fight tax evasion.

Currently two proposals are being discussed in the Council that contribute to further
transparency: the proposal for public country-by-country reporting and the proposal for
mandatory disclosure, and I hope we can make quick progress with both proposals. The
Netherlands supports public country-by-country reporting, and although we are positive about
disclosure of aggressive tax planning arrangements, we are still assessing the Commission
proposal that was only recently published.

That brings me to tax fraud and tax evasion. I believe that more transparency between countries
is the best way forward here, and I would like to mention some important steps. The Common
Reporting Standards call on jurisdictions to obtain information from their financial institutions
and automatically exchange that information with other jurisdictions. A legislative proposal for
a public register with information on ultimate beneficial owners will be presented to our
national Parliament in the fall. A legislative proposal for lifting the anonymity of bearer shares
is also in preparation in the Netherlands.

Internationally, we have an active role to play in the context of FATF with regard, for example,
to the issue of making available beneficial ownership information. In an EU context we
cooperate with the Presidency to speedily come to an agreement with the European Parliament
on amendments to strengthen the Fourth Anti-Money Laundering Directive.
Also, unilaterally, we have taken a number of steps to fight tax avoidance. Let me just mention
a few: we reinforced our substance requirements for companies to ensure that advantages are
granted only in case of real economic activity; with 23 developing countries we offered to
include anti-abuse measures in our tax treaties, and already with 10 developing countries these
negotiations have been finalised and the anti-abuse measures have been agreed; a recent tax act
regulates that individuals who hold a significant portion of the shares in a company can no
longer avoid paying tax by emigrating. Also, specific measures have been announced and some
have already been implemented after the publication of the Panama Papers. A special team was
set up to immediately start analysing the data from the Panama Papers, resulting in the
identification of a couple of hundred of Dutch taxpayers. We will terminate the voluntary
disclosure arrangement; from now on fraudulent actions will be punished.

A policy document on the disclosure of fines imposed on legal professionals, intermediaries
and advisors will be put to public consultation, and also published for public consultation will
be four legislative measures which seek to tackle constructions by tax debtors that prevent the
successful collection of taxes. Tax evasion by donating capital to third parties will no longer be
possible. A legislative proposal with strict rules for trust and company service providers will be
presented to our parliament after the summer, also making use of the work of a parliamentary
research committee on this topic.
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To conclude, Mr Chair, in 2015 the publication of the Panama Papers showed once more that
we should fight for a more transparent and fairer tax system. I think we have taken major steps
in the last couple of years. The implementation of these measures gives tax authorities and
enforcement agencies a large toolkit to fight illegal behaviour and ensure fair taxation. But
we’re not there yet. New ways to avoid taxes will always be found, so we should continue our
work on this topic. I am looking forward to the outcomes of your work.

1-010-0000

The Chair. – I should like to thank all four Ministers. They have given us an interesting
overview, including of national and international efforts. We now have a list of colleagues who
have questions to put. I should like to propose – as our time is limited – that we should begin
with the two rapporteurs, Mr Jeppe Kofod and Mr Petr Ježek, that the first question and answer
session should follow and that we should then, each time, invite three colleagues to reply. My
suggestion is that you should if possible address your questions either to one of the Ministers
or to all of them.

1-011-0000

Jeppe Kofod (S&D). – Thank you Chair, and welcome, Minister. Thank you for appearing
before our committee on this very important topic which is also about building trust in our
institutions and societies, when we talk about tax justice. It was also mentioned by several of
you that this committee has been existing for a while, and our conclusions are pretty clear: we
need transparency and we need effective cooperation and law enforcement if we want to tackle
tax avoidance, tax evasion, money laundering, tax fraud and tax crimes in general.

I have two questions, and the first one is: looking inwards to the European Union, our single
market and our partners in Europe, isn’t it high time for us also to genuinely reform our own
work in the European Union? When it comes to the Code of Conduct Group for business
taxation, it has existed for 19 years now; it is supposed to phase out cross-border harmful tax
regimes in Europe, it is supposed to facilitate the fight against unfair taxation. Would you like
to support a reform with more transparency, maybe also getting rid of unanimity principles in
this Group? That would be excellent.

Secondly on the country-by-country reporting: again, disclosure and transparency are key. We
saw it in the banking sector where there is now mandatory disclosure for banks and finance
institutions. It’s working well, it’s global, it’s all the countries in the world. Why don’t we also
in the EU ensure that the country-by-country reporting is disclosure of all countries worldwide,
not only in Europe or in jurisdictions on tax lists, but really worldwide, country-by-country.
That type of disclosure would also help in the fight against tax avoidance and tax evasion.

1-012-0000

Petr Ježek (ALDE). – Thank you very much, Chair. The presence of all Ministers is highly
appreciated here. I start with a question to Minister Schäuble. My understanding was that after
the Panama Papers revelation, the German Government promised to introduce a public – public
– beneficial ownership register, and it seems that it turned out that it actually wouldn’t be a
register with access for the general public. So I wonder what made you change your mind? It
seems that the general public will now have to wait for the results of the ongoing revision of
the Anti-Money Laundering Directive and its implementation.

The second question for Minister Schäuble is also on the Anti-Money Laundering Directive
revision, and I would like to ask why Germany is in favour of a lighter regime for a politically
exposed person from the European Union in comparison to outside politically exposed persons,
and also in comparison with what is in the current Anti-Money Laundering Directive? Because
I am afraid that domestic PEPs are not of lower risk.

On AMLD revision, I would also like to ask Minister Donohoe a question on public access to
the Register of Trusts, because I understand that Ireland belongs to a minority of countries
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which do not want this access to trust registers to be public, not even for business trusts which
are similar to companies. I wonder whether you can comment on that?

To Mr Dijsselbloem, I appreciate that you admitted that the Netherlands, in the area we are
discussing, used to be often part of the problem, and you mentioned that the issue of CVBC
structures will be dealt with. I wonder whether there is a time frame or a vision for how you
will deal with it and if you can reveal more details?

Lastly, according to the Transparency International report ‘Under the Shell’, Italy is one of the
leading countries in the implementation of AMLD measures, so here I would just congratulate
Minister Padoan on these, and given the short time frame, I will leave him in peace. He has
other issues on his plate.

1-013-0000

Wolfgang Schäuble, Federal Minister of Finance (Germany). – Yes, thank you, Chair.
Insofar as the two rapporteurs have addressed themselves to me, I should perhaps start by
pointing out that, under the system that applies in Germany, the administration of taxation is a
matter for the federal states (Länder). We have a federal constitution, and tax administration
is not a matter for the federal authorities, although tax legislation largely is. The
administration of taxation is a matter for the Länder, and the federal authorities do not
supervise the Länder. You need to appreciate that in order to assess the debates in Germany.

The second comment is this: in Germany – as in other countries, indeed – we have a relatively
highly developed level of protection of tax secrecy. As everywhere else, in all countries where
the rule of law prevails, we require tax-payers to disclose information for tax purposes.
Lawyers regard this as an exception to the principle that the individual is not required to
supply the State with any information disadvantageous to him. There is no such requirement
under the law of criminal procedure. This leads to a legal distinction, for example, between
the prosecution of criminals and tax issues, which it is necessary to be aware of in order to
follow the debate.

My third comment is this: we – and particularly I myself, since I became Finance Minister,
which is to say a few years ago by now – have done a good deal to reduce opportunities
around the world to make excessive use of the various tax schemes in the various jurisdictions
to a minimum. That is the background to the BEPS initiative, which I once raised at the G20
with my then British counterpart, George Osborne. We have also made a good deal of
progress worldwide – difficult though it is to arrive at joint agreements and arrangements on a
global basis – and that progress certainly applies to issues of information exchange, as regards
both automatic information exchange about banks’ capital, which some 100 jurisdictions have
now signed up to (and the automatic information exchange is intended to begin at the end of
this year) and also the exchange of information from registers. But we have agreed at the G20
– we Europeans too – that the information exchanged is to pass between tax authorities and
criminal investigation authorities, and not to be exchanged in public. We have different ideas
about this in Europe. I take the view that it makes little sense to advocate global
arrangements, agree them and then not enforce them. That is a problem that I have within my
government, but also in debates with colleagues from the European Parliament. But I do not
believe that the chances of further global agreements will improve if we Europeans fail to
adhere to the standard with regard to such issues. Not a single G20 meeting passes – the latest
was held last week, likewise a meeting of Finance Ministers, which I chaired, because we
currently hold the chairmanship – without our counterparts from other continents reminding
the Europeans what commitments we have given and saying that the existence of this
agreement depends on everybody’s complying with what was agreed. It is not just the USA
but also, for example, such countries as Japan that are important players.
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Then, Mr Kofod, I should like to turn to the question of the Code of Conduct. As I have said,
the Group reports more to the EcoFin Council, as we do. I do not wish to interfere so much
with this issue. Nor shall I adopt any position on the statements by legal services – whether
that of the Commission or that of the Council: they have enough trouble with me in many
discussions, as many of my colleagues know. But of course the Code of Conduct Group is a
group instituted by the Member States, so it is intergovernmental. As the Chair mentioned at
the beginning, the principle of unanimity on tax matters is open to criticism. If I were to
express my personal opinion, I would find many people in agreement with me, just as we
agree on many issues. But it is the law as it stands, and we can only act on the existing legal
basis. Therefore you will after all have to discuss matters with the Group. I cannot really help
you in any way with this interpretation: what is European and what is national.

As for the schemes, Mr Ježek: why are we somewhat restrained when it comes to politically
exposed persons? There is strong resistance on this point in the national Parliament. And in
Germany the government is accustomed – very sensibly – to display great respect for the
national Parliament, which is the parliament responsible for us, which elects us and dismisses
us. I do not know whether it is the same in Brussels,

(Interjection from the Chair: ‘Not always.’)

I have no comment to make on that, but it is the case in Germany. That explains the opposition
to it, and the reason for it is this: I do not believe that German parliamentarians – whether
belonging to regional assemblies, the Bundestag or the European Parliament – are particularly
under suspicion as regards the protective purpose of the rules on how financial institutions deal
with PEPs. But the problem is that German institutions, particularly the smaller ones, have now
become very cautious in their approach to rules, and that is why it happens. Some of these
stories sound as if they would be less out of place on the jokes page of a newspaper, but they
do happen: a colleague or his nephew – because he is the nephew of a parliamentarian – is told
by his small local bank or bank branch that they are not prepared to open an account for him
because that would be too risky. Banks do not make so much profit on an account. And then
many banks choose to err on the side of caution. You can imagine that, if that happens to a
number of colleagues, then if you put forward a proposal that we should now amend the rules
on PEPs under pressure from the European Parliament, you will find enthusiastic endorsement
in the Bundestag. That is how things happened, and I would therefore beg you: I would advise
that we should show greater solidarity and consideration among parliamentarians at the various
levels.

1-014-0000

Paschal Donohoe, Minister for Finance and Public Expenditure (Ireland). – Thank you, Chair,
and thank you to Mr Kofod and Mr Ježek for their questions.

If I begin with the issue of country-by-country reporting, which was one of the questions put to
me, Ireland has had this mechanism in place now since 2015. We put this measure in place
because we believe that it is an appropriate response back from a national authority to dealing
with an issue that is of concern to our own taxpayers. It has been a measure that has been in
place, it is effective and we are supportive of the development of this directive and approach
across the European Union. I met Commissioner Moscovici on this and I have indicated the
Irish support for this measure. Of course, there are always going to be particular issues in a
directive of this kind that we may need to focus on, or need some adjustment on, but the very
broad thrust of what the European Commission is looking to do and which they are engaging
with you on we support; we have had, as I said, a similar measure in place since 2015 in Ireland.

In relation to the Code of Conduct Group for Business Taxation, this is an intergovernmental
group that Ireland has found very helpful. We have found it very helpful for increasing further
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awareness for our country in relation to the OECD BEPs commitments that we have, and we
are playing a supportive role and a positive role in that group in relation to the development of
a common European blacklist, which we believe is again an appropriate global response back
to issues that are of concern to this committee and to European – and indeed Irish – taxpayers.

In relation to Mr Ježek and the question put to me in relation to public access to trust registers,
the Irish tax environment requires our citizens to disclose a very significant – indeed full –
amount of information in relation to these, and this information is supplied so that we can ensure
that Irish tax law is impartially and effectively implemented. A consequence of this is that there
are difficulties for us as a state, and indeed significant difficulties when, in the case of
information that we obtain from our citizens in a private capacity to ensure they are compliant
and meet their tax obligations, some look to make that same information public; that does cause
a significant issue for Ireland.

In relation to the issue raised about trusts and the beneficial ownership register, the particular
matter that we have there is that we have within Ireland a very broad range of trusts which
reflect the fact that we have a common law legal tradition, and many of these trusts – the vast
majority of these trusts indeed – are used for entirely legitimate business activity by our citizens,
and indeed could also have social and legal roles that they play. If we ask our citizens to provide
information to ensure those trusts are set up in a way that are tax compliant with our law, then
it does create an issue for us if the same information is then required to be made public as well.
But all that being said, there are many areas within the proposal that we are supportive of, and
we will be engaging constructively on that matter through the trilogue process.

1-015-0000

Jeroen Dijsselbloem, Minister of Finance (Netherlands). – The first topic raised by Mr Kofod
was on the reform of the Code of Conduct Group. I think the key issue here is which issues we
leave in the hands of the Code of Conduct Group and what should be in the hands of politicians.
I think that is the key reform that we need. I think the Code of Conduct Group is very useful
and helps us to exchange practices to – jointly between the tax authorities – develop better
practices. But if we are in fact developing new legislation, I think it needs to be in full
transparency and there needs to be a political debate and a political discussion. So that is why,
as Dr Schäuble said, there should be a report to the Ecofin more often to see the ongoing work
and to take political decisions where needed. Getting rid of unanimity is, of course, a much
bigger issue. You cannot just say that you will get rid of unanimity only for the Code of Conduct
Group. Whether tax policy should be in the hands of national governments or not is a huge
political question. I would still argue that it should be, but that does not stop us from working
together much more closely towards harmonisation on different areas of taxation.

The second topic you raised was about worldwide disclosure and country-by-country reporting.
The Dutch Government is in favour of that, so I think I can be short there. A more specific
question to me from Mr Ježek was about how we will we deal with the CV/BV? We will get
rid of it. It will be dead in 2020. That is the short answer. It could be dead even sooner if the
Americans reform their corporate tax from their side because these loopholes are always created
by a mismatch – deliberate or not – between two tax systems. If the Americans move even
faster, it will be gone and dead before 2020 but, by then at the latest, we will stop it completely
from our end. Would I have done it before? Personally, yes, but in the Dutch political situation
this was the best I could do.

1-016-0000

Brian Hayes (PPE). – Thank you, Chair. I want to welcome the four Ministers to our Panama
Papers Committee and thank them for their attendance. I have just two brief questions to each
of the four ministers who are here.
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The first is on the question of the EU proposal on tax intermediaries. You are probably aware
from our committee’s draft report that we think about a fifth of all of the Panama cases relate
back to European intermediaries: European bankers, European tax advisers, European
accountants, who set up and organise these schemes on a cross-country basis. My question to
you is on the latest EU proposal from the Commission: do you think that proposal goes far
enough in terms of automatic exchange of information on aggressive tax planning schemes?
Does it go far enough in identifying the very large-scale nature of those schemes? And could
you maybe give an example in your own country of where you have moved towards a
mandatory disclosure requirement on aggressive tax planning?

My last question is this: ordinary people want to see that the OECD BEPS process actually
delivers more corporate tax. That’s the name of the game; that’s what people are after. Can you
give any evidence to this committee, from what you have seen thus far, in terms of the
guidelines now in place for two years, closing down loopholes in your own Member States and
the like: has it actually delivered more corporate tax for citizens? I know that in the case of my
own country, Ireland, which the Minister may or may not want me to comment on, in the past
four years corporate tax amounts have doubled. It is now 15% of the total tax taken in Ireland.
The OECD average is, I understand, about 10%. Is that the experience in the three other
countries? Because that’s what citizens want to see.
1-017-0000

Peter Simon (S&D). – Chair, My question is addressed to Dr Schäuble. Dr Schäuble, you
have just told us that the German Government’s efforts to combat money laundering were
reinforced by the fact that the central financial information unit, as you said, had been
assigned significantly more staff from 1 July thanks to its transfer from the police to the
customs administration. Here in this House, three weeks ago – or it might be four – we held a
hearing of central financial information units, where the German representatives said
precisely the opposite. It was stated that the customs administration had some 165 staff at the
final development phase for efforts to combat money laundering. At present, the Federal
Criminal Police Office and the regional criminal police offices which do most of the work
have a total of 300 officers deployed. Nonetheless, we were told that the work could not even
begin to be done properly, and thousands of suspected cases that had been reported were not
being investigated, and the establishment of the next committees of inquiry could already be
predicted if those cases included scandalous ones. Then I looked into this, and found at a
meeting of the Finance Committee that the Federal German Association of Detective Officers
and Crime Investigators likewise said there that these situations were almost tantamount to
obstruction of justice. It is also indicated in the written statement by the German Association
of Detective Officers and Crime Investigators that, in the form in which it currently seems to
be planned, the proposed restructuring – which you are praising here – of the Central Agency
for the Investigation of Financial Transactions would cause a massive deterioration in efforts
to combat money laundering and terrorist financing and would endanger the internal security
of the Federal Republic of Germany – that was the view of the German Association of
Detective Officers and Crime Investigators. Dr Schäuble, how can these views be reconciled?

1-018-0000

The Chair. – Okay, the hearing was here, and the party being heard came from the Federal
German Association of Detective Officers and Crime Investigators.

1-019-0000

Angel Dzhambazki (ECR). – I have two very brief questions. First, for all, could you please
tell us in a bit more detail about the ongoing processes and advances in your national
investigations. That is the first question.

The second is for Minister Schäuble. Could you comment on the controversy regarding paying
for leaked information, which is allowed under German law, but nonetheless sends a strange
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message, especially if you compare this to Denmark, which paid only a small amount, according
to most reports.

1-020-0000

The Chair. – Thank you, including for the short questions. The last subject was the information
about the Panama Papers which was bought by the Federal Criminal Police Office and financed
by Hesse. I should like to start the round with Dr Schäuble again, because most of the questions
were addressed to him.

1-021-0000

Wolfgang Schäuble, Federal Minister of Finance (Germany). – Thank you, Chair. With
regard to the Commission proposal – Mr Hayes – for combating aggressive tax planning and
regarding disclosure obligations, the German Government considers it an appropriate basis for
supplementing the national measures that we are adopting – as I have described – because a
substantial proportion of aggressive tax planning is also international. The Commission
proposal is therefore necessary, and we support it. I should like to add that the dividing line
between what constitutes aggressive tax planning and what constitutes legal tax consultancy is
not quite so easy to draw in the individual case. For that reason, it is occasionally necessary to
recall that of course the aim of the tax authorities is not – tax authorities being just as
committed to the rule of law as anyone else; the rule of law prevails everywhere in Europe,
and certainly in the German tax administration – it is not the aim of the German tax
authorities to levy as much tax as possible but to levy the tax which is due under the law. That
is slightly different, also as regards how one communicates about it. I would like to make that
clear, and also where consultancy is concerned – given the complex rules that we are creating
nowadays in this increasingly networked world: advice is always needed, at national,
European and global level – the dividing line between what constitutes legal consultancy and
what does not is a problem in that context.

Mr Simon, Clearly you were so excited – but that is what happens when newspaper interviews
precede the hearing – that you did not listen to what I was saying. Otherwise this would not
have escaped you. I have checked once again, and I have taken particular care to stick to the
text. If you read agency reports, you know what to expect. And that is why I reiterate what I
have said: with effect from 1 July this year, we reorganised the central financial information
unit (today, if I am not mistaken, is 11 July), assigned it new powers and substantially
increased its staff complement. And we support the Commission’s proposals on further FIUs.
Of course, before this decision was taken, there was a long and thorough process of
discussion and consideration within the Federal Government between the internal
administration and the tax department. And it is therefore not wholly surprising, or at least not
to anybody with a certain experience of political life, that a representative of a trade union –
we have several trade unions, we have trade union pluralism in Germany – which has to
surrender part of its administration at the Federal Criminal Police Office (the Federal German
Association of Detective Officers and Crime Investigators is responsible for this, and that is
the reason why of course, quite rightly, you invited it to a hearing in June, as you should if
you want to hear staff representatives, but you cannot deduce much from that about what has
been happening since 1 July; for that, you would have had to invite the Tax Workers’ Union –
just to clear matters up), of course that trade union representative cannot approve of the
transfer of powers from the Federal Criminal Police Office to the customs administration,
which was decided upon in agreement between the Federal Ministries of Finance and the
Interior, and which is widely applauded, any more than the Federal Criminal Police Office
and its staff representatives could be expected to approve of it. That explains the tone of these
statements and your intervention too.

Mr Dzhambazki, on the subject of payment for leaked information: that was the last case in
which, somewhat surprisingly to me, the Federal Criminal Police Office had the opportunity to
buy the Panama Papers. The Federal Criminal Police Office did it quite correctly in cooperation
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with the regional tax administration responsible. That is the tax administration of the Land of
Hesse. The Federal Criminal Police Office is based in Hesse, which is why Hesse is responsible
for it. So a decision was taken to buy them. As far as I remember, the first decision to buy a
collection of data was taken by the Federal Government at the beginning of 2010, and at any
event during my term of office. And we have a well-established practice – as agreed at the
conferences of Finance Ministers from the 16 Länder – of informing one other and sharing the
other expenses arising from all the collections purchased, and we have bought a good many of
them. It has first and foremost been one Land – North Rhine-Westphalia – whose Public
Prosecutions Department has been particularly successful for decades in bringing prosecutions
for serious cases of tax evasion. That is why the most data collections have been offered to the
North Rhine-Westphalia authorities by more or less criminal elements or whoever else. Careful
consideration has always been given to the matter, as was the case with the Federal Criminal
Police Office too, and then it was decided to buy the information. That decision was legally
controversial, but the decision was clear: it did not present any legal problem. No court has ever
called it into question. It is a difficult decision to make: it is not easy from the legal point of
view, and I can appreciate that some people may think differently. In 2010, a variety of points
of view were held within the German Government. I decided that we should buy the information
because it was legally justified to do so. Incidentally, in the case of all the purchases the Federal
Government bore 50% of the costs – and I presume that the same will apply to the last – while
the other costs were distributed among the Länder. Naturally the competent Land Finance
Minister made 90% of all the announcements to the press concerning successes, but the
distribution of responsibilities and also of costs was somewhat different. As long as we are
dependent on this instrument, I am confident that its use has been significantly reduced by the
introduction of the automatic exchange of information and the increased cooperation with
Switzerland since 2010, and that in future that we shall no longer require it so much. It is not
legally the most attractive possible instrument, involving people who, for whatever reason,
break the law. Switzerland too is a state governed by the rule of law, and indeed no less so than
any other. In that context, cooperation is not unproblematic, but when we have weighed matters
up, we have always taken this decision, and we will continue to do so.

1-022-0000

Jeroen Dijsselbloem, Minister of Finance (Netherlands). – Mr Hayes asked about the
Commission proposals regarding tax intermediaries. My people are still studying the details, so
forgive me for that, but in general terms I think it is a very good and welcome proposal. It also
helps us because one of the topics that we in Netherlands still have to address is the whole
sector that is servicing trusts and companies. You may be aware that we had a parliamentary
research committee looking into this sector and its practices. They have come up with some
conclusions and we had already prepared legislation to give our supervisors on the trust
servicing sector more powers to deal with things that are going wrong there. So this is all very
welcome. It helps us and, in general terms, I am very positive about it.

Your second question is a little more difficult to answer and I would be intrigued to ask Ireland
– but I won’t – how you can be so sure that your extra income from corporate tax comes from
what we have done in the field of tax evasion. I find that hard to distinguish. The income that
we have from corporate tax has gone up in the last couple of years by huge amounts and I wish
it all came from fighting tax evasion and tax fraud, but it probably has to do with the fact that
the economy is booming, and it is probably the same in Ireland. So deep down I am pretty
confident that fighting tax evasion and tax fraud leads to more corporate tax income for the
government and for the state, but I can’t distinguish it from the huge growth in corporate tax
income at the moment. So I can’t be specific.

Mr Dzhambazki asked about the progress in national investigations. I already said in my speech
that, from the information in the Panama Papers, we have so far identified a couple of hundred
Dutch taxpayers and we are now doing an in-depth investigation into these cases. It is a huge
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effort and takes a lot of capacity. All of these activities that we are talking about today take a
lot of capacity, so I think we have to realise that and take the consequences. It is hard and time-
consuming. Later on in the process we will be able to say more about the outcome, but at the
moment we are doing the research that is needed on these cases.

1-023-0000

Chair. – Briefly, please. I am looking at my watch: we have only 15 minutes left.

1-024-0000

Paschal Donohoe, Minister for Finance and Public Expenditure (Ireland). – I will be very,
very brief, then. Just to deal with the issue of tax intermediaries, Ireland has had mandatory
disclosure arrangements in place now since 2011. They apply to all taxpayers, not just to large
global enterprises. It is a law that is implemented by our Revenue Commissioner. This is one
of a suite of measures that we have implemented.

In terms of its impact on corporation tax, I think the point that Mr Hayes was making is that
this is a contributory factor to what is happening, and we have seen growth in the Irish and
global economy that has also led to a growth in corporation tax revenue, but in addition to the
change I have referred to there, we have also made many other changes to our corporation tax
regime, so that we meet the obligations that we have through BEPS in the OECD, in relation to
the elimination of the Double Irish arrangement, in relation to the elimination of stateless
companies. We have made those changes to deal with the issues that we know are of concern
to taxpayers.

1-024-5000

The Chair. – Thank you. Peter Simon would like to speak for a further 20 seconds: that is the
maximum.

1-025-0000

Peter Simon (S&D). – Chair, Five-minute slots were agreed, and I have used one and of half
minutes of that time so far.

I have two quite precise questions to put to Dr Schäuble, referring to what I said in my first
intervention.

Question 1: Is it true that in Germany at present there are thousands of reported cases of
money laundering which have not been investigated and that the police say that even a better
resourced customs administration would not be able to deal with them all in the foreseeable
future?

Question 2: Is it true that at present a total of 300 people are working on this at the regional
criminal police offices and the Federal Criminal Police Office and yet that they are not
succeeding in bringing things under control, and yet at the time of the transfer of powers on 1
July only 50 people are working on it at the customs administration, and that, while the staff
reductions you have mentioned are being made, only just over 100 new staff are being
appointed, so that the final outcome will be a staff complement of only 165, in other words only
half as many as were employed in the unacceptable situation that previously existed in the
police?

1-026-0000

Wolfgang Schäuble, Federal Minister of Finance (Germany). – To be honest, I consider that
we ought to conduct this type of German debate in Germany. We have a Parliament in Germany
for that purpose. But perhaps I can give Mr Simon some additional information. Prosecutions,
efforts to combat money laundering in Germany’s Länder, are matters for which Ministers for
Social Affairs are generally responsible; in some cases they are not, but this is by far the most
common state of affairs. And that brings us to the trade inspectorates which do this on the spot.
That is where supervision takes place. It is understandable, in fact, that measures against money
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laundering are not considered to be as urgent as many other trade inspection tasks. That is one
reason where there are these complaints. However, I am convinced that we should debate the
rest in Germany, which is what we have a Parliament in Germany for.

1-027-0000

Fabio De Masi (GUE/NGL). – Dr Schäuble, you have said in reply to the questions put by
our colleague Ježek that there is a certain resistance within the German Bundestag to the EU’s
enhanced due diligence requirements for politically exposed persons. So that I do not face the
same reprimands as Mr Simon, I would politely ask you: can you say more precisely where
the resistance comes from? I have heard that it particularly comes from a member of your
party. I myself am regularly subject to such PEP screening. I have money in a savings bank,
whereas so far my eight-year-old son only has a piggybank. I have not yet tried to open an
account for him, but I shall attempt it now.

Secondly, there are similarly complaints by the Federal Criminal Police Office (which is
rightly praised), which has now bought these data, concerning registers of real estate in
Germany. The Commission would now like to link them. Not much linkage is possible with
Germany, because indeed nothing is available there. And as a German/Italian Member, who
so to speak knows a certain amount about less honourable business dealings in Italy – think
Mafia – I know that a great deal of money goes to Germany for investment in special-purpose
vehicles.  What then is the reason for your objections to this real estate register?

Thirdly, a Swiss journalist has recently reported that a new tax loophole exists within
Switzerland’s Business Income Tax Act II, with the result that many dividends remain
untaxed, being classified as a capital redemption reserve, in conjunction with Article 15 of the
Double Taxation Agreement with Switzerland, and many rich Germans make use of it. Are
you aware of the problem and what steps does the Federal Finance Ministry intend to take?

Now I shall switch to English for a concluding question.

Chair, the Double Irish and the Dutch Sandwich has been phased out until 2020, which is quite
generous. However, several tax treaties keep the Double Irish structure in place beyond 2020
in Ireland, including with jurisdictions such as Panama, Malta, Hong Kong, the United Arab
Emirates, the Netherlands and Belgium. I would like to ask the Irish Minister of Finance
whether he will commit to reviewing Ireland’s network of double-taxation treaties in order to
remove the Double Irish and the Dutch Sandwich.

1-029-0000

Sven Giegold (Verts/ALE). – Thank you, Chair. I will start in English. I have studied a lot of
documents now about the proceedings in the Council on tax and money laundering, and there
is one thing which was consistent, and that is the support of the Italian Government for
European cooperation in fighting money laundering and tax evasion. So I can also compliment
you on that, Mr Padoan.

Italy and Germany together implemented successfully the Fourth AMLD revision. When we
look at the revision, though, I see one problem when it comes to Germany. I will switch now to
German.

Dr Schäuble, in my view, European law has been infringed here at the implementation stage.
If companies are established in Germany, need the beneficiary not be disclosed? If a tier of
companies is behind them, the company concerned is exempt from this obligation to disclose
the economic beneficiary. In our view, that is an infringement of the Money Laundering
Directive, which we adopted here. We would therefore ask you to look into this and promise
us a review, and then ensure compliance.
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Secondly, the international country by country reporting requirement: you have rightly
pointed out that we have such requirements, which were introduced partly at the initiative of
Germany. However, the G20 agreement does not prohibit individual countries from
publishing this information, which we successfully do in the case of banks in Europe. Rather,
the coalition agreement of the Grand Coalition includes an agreement not to do this, and to
prevent it happening at European level. We at the European Parliament would like those data
to be public, so that the public can discover what is going on. At present, the main obstacle to
agreement on this is German opposition within the Council to Italy, the Netherlands, France
and Spain. We therefore want you to help us here to secure the adoption of that legislation in
the end.

One last question...

1-031-0000

The Chair. – That would deprive other colleagues of speaking time. I shall have to close the
meeting imminently.

1-032-0000

Sven Giegold (Verts/ALE). – On 8 June, in the Code of Conduct Group, Ireland and the
Netherlands objected to the new rules on special economic zones also being applied to old
cases, whereas Germany advocated that. Why should the new rules not apply to old cases
relating to special economic zones? We urgently need them in order to combat tax avoidance.

1-033-0000

David Coburn (EFDD). – I will be quick. We are talking about tax avoidance, which is
encouraged by higher taxes. In the UK the simple solution to this is to reduce taxes. Those
advocating a 15% corporation tax will be handed ammunition by the EU’s attempt to punish
the UK for Brexit. We heard from UK Government Minister Hammond at the beginning of the
Article 50 process that, if there was a bad deal, the UK would have little choice but to lower
corporation taxes to remain competitive. Just as corporation tax is seen as a threat, it can also
be seen as an opportunity.

I would like to ask the Irish Minister a playful question. What advantage does the Irish Finance
Minister see in UK corporation tax coming down to 15%, or indeed lower? May I suggest that
the Irish Republic join us in Brexit. Throw off the shackles of the Competition Commission
state aid in the light of the Apple ruling and free yourselves from the ECB.

A question to all the Ministers: an EU press release on the Fourth Anti-Money Laundering
Directive last week discussed suppressing tax avoidance. In common law jurisdictions, tax
avoidance is not illegal. Tax evasion is illegal. Tax avoidance is a duty of company directors to
reduce taxes for the benefit of their shareholders. This in turn makes tax authorities more
efficient and careful with hard-working taxpayers, companies and taxes. Are the Ministers
aware that the EU is now pushing for the crushing of tax avoidance? That is distressing to the
UK and should be distressing to all parts of the European Union that believe in capitalism and
believe in free enterprise and trade.

1-034-0000

Mario Borghezio (ENF). – Thank you, Chair, and of course, I should like to thank the
ministers for making themselves available. Yesterday, the OSCE Assembly in Vienna was
addressed by the Calabrian judge Dr Gratteri, who in our country is regarded as the greatest
expert on crime, particularly that connected with the 'Ndrangheta, which is currently the most
significant, organised and pervasive Mafia organisation. All the members quite rightly
assailed him with questions, and I would say that the debate rather monopolised the assembly.

Except for the colleague’s question, which referred to the Mafia’s acquisitions on the property
market, throughout the debate no one at all, even the Italian minister, mentioned Mafia
infiltration and therefore laundering of the money of criminal organisations. That is extremely
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serious, because it ought on the contrary to be one of the main concerns of the countries that
are affected, which certainly very much include Germany, Dr Schäuble.

I think this subject is being somewhat neglected. There are investments in real estate, but
there are also enormous investments in ailing businesses, and in Italy it does not seem to me
that they are being monitored except – the Minister may contradict me if he wishes – in the
case of investments in bonds issued by businesses, which however are very considerable.
Lastly I would observe, in conclusion, that there is also a problem of tax evasion associated
with sports sponsorship, for example in Formula One. It has many links and friends in politics
and government, which is perhaps one of the reasons why there is little supervision.

Last of all – please give me another three seconds, Chair – as regards the effectiveness of
customs checks, I do not know so much about the German customs police, but in a way
everybody knows that in Hamburg millions of containers from China are offloaded which
contain all sorts of things.

1-035-0000

The Chair. – (The speaker spoke without a microphone.) … exceeded here. I say that quite
openly. We have rarely had that so far. And I am sorry, ‘catch the eye’ no longer operates. I
should therefore like to ask Romana Tomc, on behalf of the PPE Group, to be our last speaker.

1-036-0000

Romana Tomc (PPE). – I have a short question for all of you. I am very well aware that each
country has its own legislation and its own institutions, which are supposed to be independent
and which are designed to prevent tax fraud and money laundering. Unfortunately, not all of
them are very successful and there are several different reasons for that. I am asking each of
you, as Finance Minister of your country: what would you, personally, do if you heard of tax
fraud or money laundering in one of the biggest banks in your country? This is a very simple
and very short question, and I would very much appreciate a very short and exact answer. What
would you do as Finance Minister of your country?

1-037-0000

The Chair. – Thank you very much. I am sorry, it is already 15:32. We shall now conclude
with a question and answer session, and I should like to ask Italy’s Finance Minister to begin.
Please, Professor Padoan.

1-038-0000

Pietro Carlo Padoan, Minister for Economic Affairs and Finance (Italy). – I should like to
reply to Mr Borghezio, who has touched on many subjects which in reality are quite similar.

I should just like to say one thing: Italy’s experience in recent years is leading to successful
efforts to combat fraud linked to Mafia activities, because a coordinated approach is being
adopted to various types of crime. If we consider Mafia activities, it is possible to distinguish
criminal offences, tax offences and corruption. In many cases, these types of crime go hand in
hand, being committed by the same person, the same body involved in organised crime.

What does this mean? It means that it is necessary to make many efforts to coordinate action
among the various jurisdictions, the various crime-fighting instruments and methods of
identifying crimes, so that for example a criminal offence leads the authorities to tax evasion,
and vice versa: tax evasion can lead to the identification of other types of offence.

Globalisation, to use a term that brings all these things together, permits these linkages, these
links between different types of crime. The institutions must respond in turn, identifying such
links in order to be able to fight crime more effectively. In all the fields that you have mentioned
– clearly I do not have time to discuss them specifically – phenomena of this kind exist.
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1-039-0000

The Chair. – Thank you, Minister. Our colleague David Coburn has given an explanation,
but he has already left, so there is no reason to reply to this.

On ‘Double Irish with a Dutch Sandwich’, I would ask the Irish Minister to take the floor.
1-040-0000

Paschal Donohoe, Minister for Finance and Public Expenditure (Ireland). – Mr Coburn may
be gone, but he did address a particular question to me which, if the Chair will permit, I will
answer at the end.

In relation to the other two questions that were put to me, if I as Irish Minister for Finance
became aware of any illegal activity in any bank which is located in Ireland, of course it would
have to be reported to the relevant policing authority, which is An Garda Siochána, or our
relevant tax authority, who is the Revenue Commissioner. Were such information be available
to either authority, it would be a matter of the utmost seriousness and would be pursued with
the full rigour of Irish law.

In relation to the question that was put to me about the future of the Double Irish, the phasing
out of this up to 2020 is a very solid and highly credible commitment to Ireland dealing with
this issue. In relation to other jurisdictions, we have 73 double tax treaties with other
jurisdictions and through those treaties and through our membership of the OECD, we are
committed to eliminating any mismatches in relation to dealing with taxation between our
jurisdiction and other jurisdictions.

Chair, if you permit me, given that Mr Coburn did urge me to throw off my shackles, the United
Kingdom may be leaving and is leaving, but Ireland is not. The European Union and our
membership of it has been the vehicle through which my country underwent a remarkable
transformation over the last 40 years. It is a source of great sadness to me that the United
Kingdom is leaving the European Union via Brexit. What they may do in relation to many
different policy areas will be a cause of focus from all members of the European Union, but we
will address all those matters as members of the family of the European Union and as proud
members of the European Union.

1-041-0000

Jeroen Dijsselbloem, Minister of Finance (Netherlands). – On the Irish/Dutch Sandwich,
however much I love Ireland and the Irish I do not want to be part of the Sandwich, so that is
the answer to that.

The other question was very puzzling to me. What would I do if I found out about fraud in a
bank? Well, of course I would alert my authorities to look into it. The Dutch State still owns
two of the largest banks, so if it were one of those two, I would become personally involved as
I am a shareholder. In the third place, it could be relevant to inform Parliament.

But you have puzzled me, because there must be a reason why you asked the question.

1-042-0000

Sven Giegold (Verts/ALE). – I would like an answer to the question: why did Ireland and the
Netherlands not bother about the old cases concerning economic zones in the Code of Conduct
Group of 8 June? That was my question.

1-043-0000

Jeroen Dijsselbloem, Minister of Finance (Netherlands). – I am unable to answer that, so I
will get back to you in written form. The Code of Conduct Group does a lot of good work and
I am sure they have done something wise here, but I will look into it.
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1-044-0000

Paschal Donohoe, Minister for Finance and Public Expenditure (Ireland). – Similarly, I will
come back to the Member in relation to the matter in a written answer to the Committee.

1-045-0000

Wolfgang Schäuble, Federal Minister of Finance (Germany). – Thank you, Chair. I have
taken up too much of your valuable speaking time. I shall therefore give a very short answer.

Ms Tomc, I would reply in the same way as my colleague Dijsselbloem, and instruct the
competent authorities – those of them that are answerable to me – or – in the case of those
that, like the criminal investigation authorities, are not answerable to me – I would ask them,
to take the necessary action.

Mr Borghezio, you have mentioned the port of Hamburg and the customs authorities: I am
responsible for those. I can tell you that of course it is enormous task. But our customs
administration is of course relatively successful in monitoring these incredible quantities of
imports, thanks to smart cooperation and procurement of information, and we also report on
this regularly. And I feel a little proud of such a successful customs administration.

Mr Giegold, I am proceeding in the reverse sequence at the moment. The question as to
whether an error has occurred in the transposition of the fourth Money Laundering Directive
is one that I shall have to have looked into, and I shall reply to you. That was what you
requested, and of course it will be done. As far as the G-20 is concerned, you are right: it does
not prohibit it, but at each meeting the colleagues recall the matter, as they most recently did
last Friday evening in Hamburg at the meeting of Finance Ministers. We had a working
dinner, at which our time was somewhat limited – because of external circumstances, the
mobility of the delegations was restricted – but it was long enough for one of the colleagues –
I think it was the one from Japan – to recall once again: we have only concluded the
agreement for the tax administration and criminal investigation authorities. And he calls on
everybody to abide by it. Of course we are not legally hampered. But further progress – and
we are constantly working to achieve further progress at global level – will be far more
difficult if we fail to abide worldwide by what we have agreed. I therefore take a different
view on the matter to a number of my colleagues – no one contests that – and we also have
different views represented in the Bundestag.

Mr De Masi, it is not just one Member from one Group: it is a question of a widely shared
feeling among many Members. I have not claimed that every bank behaves in the same way as
your bank, fortunately, does not. But it is relatively common. I did not want to believe it either:
I simply did not take it seriously, but cases have been mentioned to me over and over again. So
that is why, in response to the question, ‘Where does the resistance come from?’, I said that it
came from Parliament. And on the subject of the real estate register: we are pursuing that more
effectively. In the fora for the stability of the financial market, where we also observe
developments in the land sector carefully from the point of view of stability of the financial
market, but not only there, we know that we must devote greater attention to this. But there too
it is the case that responsibility rests not with Finance Ministries but – if I am not mistaken –
with Ministries of Justice. And the respective competences are something that we must respect
scrupulously, particularly where there is a broad coalition in which partners are vigilant about
each square yard of territory.

1-046-0000

The Chair. – Thank you. There is a written answer, of course. Then we can add the questions.
I should now like to close the meeting, because its timing was also agreed. I should like to thank
the four Ministers very much. Many questions have been answered. I very much welcome the
readiness to reply in writing.
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(The meeting closed at 15:45.)


