
 
 

Tax Justice Network’s statement for the EU public hearing on ‘The 

exchange of information with jurisdictions appearing prominently 

in the Pandora Papers (such as Crown Dependencies, British 

Overseas Territories and some US States)’, 28th March 2022 

 
In this statement, the Tax Justice Network will focus on the following points:  

 

1) The limited scope of ownership information collected by government 

authorities in many jurisdictions, especially in some of the British Crown 

Dependencies and Overseas Territories. 

2) The loopholes to access ownership information, including via exchange of 

information mechanisms. 

3) The possible solutions we suggest to improve the quality, scope and 

availability of ownership information.  

 

1. The limited scope of ownership information collected by government 

authorities in many jurisdictions, especially in some of the British Crown 
Dependencies and Overseas Territories.  

 

Secretive trusts 

The several leaks which have been published in recent years have exemplified 

again and again the way legal vehicles are abused for tax evasion and avoidance 

purposes, often through complex ownership chains. Specifically, trusts pose 

even higher risks of illicit financial flows due to their secrecy and their capability 

to shield assets from the rest of society. Many of the unreported high wealth 

assets revealed by the Pandora papers were concealed by trusts, a significant 

part of which operates in Overseas Territories and Crown Dependencies.  

Only last week the Guardian published that Alisher Usmanov, a Russian oligarch, 

has placed hundreds of millions of pounds of his assets into an irrevocable trust, 

most likely in an offshore jurisdiction, potentially leaving his money outside the 

sanctions recently imposed by western governments.  

Unlike companies which need to incorporate and register with the commercial 

registry in order to exist or obtain limited liability, trusts don’t need register or 

incorporate to exist in most cases. This makes it difficult to know how many 

trusts exist in the world, let alone how many assets they hold or who the people 

behind them are. While the EU AMLD 5 requires all companies to register in a 

registry which is open to the public, trusts enjoy more secrecy because not all 

types are covered, and one needs to prove a legitimate interest to access their 

information.  

Furthermore, in some of the Overseas Territories and Crown Dependencies, the 

requirements for beneficial ownership registration are weaker. For example, in 

https://taxjustice.net/2020/08/21/germanys-new-statistics-on-exchange-of-banking-information-a-trove-of-useful-data-and-clues/
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both the British Virgin Islands and Cayman Islands, trusts are not required to 

register and in certain circumstances, companies in the British Virgin Islands do 

not have to identify the natural person who is the beneficial owner.   

 

Weak registration requirements 

According to the FATF Recommendation 24 and the OECD’s Global Forum, in 

order to ensure access to accurate ownership information, it is sufficient if 

beneficial ownership information is only collected by the company and provided 

to authorities upon request or if it is available with banks or corporate service 

providers rather than registered by a government authority and centralised in 

one place. Recently, however, the FATF has announced that it intends to amend 

recommendation 24 to require ownership information to be registered with an 

authority (or similar alternative mechanisms which have to be as effective as a 

registry). 

 

As part of our Financial Secrecy Index, we at the Tax Justice Network have 

always argued that beneficial ownership information should only be registered by 

a government authority in a publicly open registry. Just a month ago, the 

Financial Times published that Credit Suisse has asked hedge funds and other 

investors to destroy documents relating to its richest clients’ yachts and private 

jets, in an attempt to prevent information on the loans they gave to oligarchs 

who were later sanctioned, from leaking externally. If that is what some banks 

are doing, it is not difficult to imagine what a company could do when it is 

targeted by an authority. 

However, in some Crown Dependencies and Overseas Territories, like the British 

Virgin Islands, information on the legal owner is still not kept with a government 

authority but only with a registered agent.  

 

2. The loopholes to access ownership information, including via 

exchange of information mechanisms. 

 

The challenges of exchanging ownership information of legal vehicles upon 
request 

 

Ideally, all jurisdictions should establish beneficial ownership registries and 

enable public access so that effective financial transparency can be achieved. 

Unfortunately, this is not yet the case. As a result, if a jurisdiction is interested 

in obtaining ownership information, it will often need to request the information 

from another country as part of an exchange of information process.  

Currently, ownership information of legal vehicles can be exchanged between 

jurisdictions either upon request or via a spontaneous exchange, assuming they 

have the required bilateral or multilateral treaties in place. However, obtaining 

information from a jurisdiction through an upon request exchange mechanism is 

a long and cumbersome procedure, and is not always successful due to bank 

secrecy laws and complex ownership chains, among other things.  
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https://fsi.taxjustice.net/en/
https://www.ft.com/content/bfea0069-4143-4e4b-accb-9712ce95a282


The main challenge, however, is that given the nature of financial secrecy, the 

requesting authority often doesn’t even know what it needs to request. Requests 

must only identify specific taxpayers and provide evidence as to why information 

is sought. An authority cannot ask another jurisdiction to hand over information 

on all its residents owning a company within that jurisdiction’s territory. These 

type of “fishing expedition” requests are strictly prohibited. This creates a 

paradox where a requesting authority needs to somehow first find out which of 

its residents are hiding assets offshore before it can request the information. As 

a result, a requesting authority can only ask for information on the tax abusers it 

already knows or suspects and cannot obtain any information on the tax abusers 

it doesn’t know about. 

While some authorities have recently started using the ICIJ offshore leak 

database to identify residents to make requests about, not only is this approach 

limited in scope, but it is also not sustainable for authorities to depend on leaked 

data.     

 

The use of automatic exchange of financial account information and its inherent 
loopholes.  

 

As opposed to ownership registry data, financial account information has already 

been automatically exchanged between many countries for several years, either 

as part of FATCA agreements with the US, or as part of the OECD’s Common 

Reporting Standard (CRS). While exchanging financial account information on an 

automatic basis is a huge improvement in comparison to the upon request 

mechanism, it also has some serious loopholes.  

For example, the CRS requires financial institutions to determine the residence 

of their account holders, so that their banking information will be sent to the 

corresponding country (where the account holder actually resides) and the 

authorities can check if the person has declared the foreign bank account and 

paid the relevant taxes. However, some jurisdictions, including territories 

mentioned in the Pandora papers, like the British Virgin Islands and the 

Bahamas, have chosen to opt for a “voluntary secrecy” provision, which allows 

them to only send account information to other jurisdictions but not to receive 

information.  

Alongside that, many jurisdictions allow individuals to acquire residency or 

citizenship in exchange for money without the need to physically migrate. These 

“golden visas” enable account holders to “trick” their foreign banks about where 

they reside so that their banking information is sent to the jurisdiction where 

they have a golden visa and pretend to reside instead of to the jurisdiction 

where they actually live and are tax residents. 

Furthermore, if the tax haven issuing the golden visa has opted for voluntary 

secrecy or is not yet a party to the Common Reporting Standard, their banking 

information will not be collected, let alone exchanged with other countries for 

Common Reporting Standard purposes. 

 

https://www.oecd.org/tax/automatic-exchange/common-reporting-standard/
https://www.oecd.org/tax/automatic-exchange/common-reporting-standard/


Compliance issues and the quality of the exchanged data 
 

Most countries require their financial institutions to collect and report information 

on account holders as long as they are resident in a country participating in the 

Common Reporting Standard. This means that, for example, German banks 

collect and report information on Bulgarian account holders to authorities, but 

not on Nicaraguan account holders because Nicaragua isn’t participating in the 

Common Reporting Standard. 

Nonetheless, some jurisdictions like Australia apply the so-called “wider-wider” 

approach, where information on all non-residents is collected and reported to 

authorities, even if these residents are from non-participating countries. 

Australia also publishes statistics on an aggregate basis on any non-residents. 

Looking at their data, it appears that many account holders which hold millions 

of Australian dollars reportedly live in uninhabited islands and Antarctica which 

of course indicates the inaccuracy of some of the data. It is fair to assume that 

such inaccuracy happens in other jurisdictions too, but we cannot know unless 

they publish their statistics.  

 

3. The possible solutions for improving the quality, scope and 

availability of ownership information 

  

A. Ownership information of all legal vehicles (including trusts) should be 

registered and held by a government authority in a centralised registry, 

including in the British Crown Dependencies and Overseas Territories. The 

registry should be pen to the public.  

 

B. Until all jurisdictions establish public beneficial ownership registries, 

countries should establish an automatic exchange of beneficial ownership 

information, alongside the Common Reporting Standard system.  

 

C. Encourage EU countries to apply the “wider-wider” approach for collecting 

Common Reporting Standard data to prevent golden visas from being 

abused by individuals who wish to become “non reportable people”.   

 

D. Require EU countries to annually publish their Common Reporting 

Standard statistics on an aggregate basis. These statistics enable 

authorities to supervise the exchange system, improve the quality of the 

data and find trends to foster investigations. They also allow authorities 

from excluded countries to obtain basic data about their residents’ 

offshore holdings and enable the public to hold authorities to account if 

they don’t use the data to take action where needed.  

 

E. Eliminate the option for jurisdictions to choose the “Voluntary secrecy” 

provision in the Common Reporting Standard. 

 

https://taxjustice.net/2021/12/14/penguins-hold-millions-in-australian-banks-revealing-trends-from-australian-and-german-banking-statistics/
https://taxjustice.net/2020/08/21/germanys-new-statistics-on-exchange-of-banking-information-a-trove-of-useful-data-and-clues/

