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1. Backrgound 

 
This note is submitted to address issues relating to the use of special tax regimes in the EU 

by high-net-worth individuals, and most especially Russian oligarchs. 

 
2. Some theory 

 

The secrecy world that is used for tax abuse and the making of illicit financial flows is made 

up of three parts4: 

 

• Secrecy jurisdictions5, which are often called tax havens; 

• Secrecy providers i.e. accountants, lawyers and bankers; 

• Secrecy spaces, which are the unregulated space not capable of geographic 

location that results from combining the control and flow of illicit financial resources 

 
1 https://www.taxresearch.org.uk/Blog/richard-murphy/  
2 https://www.sheffield.ac.uk/management/people/academic-staff/richard-murphy  
3 Tax Research LLP, 33 Kingsley Walk, Ely, Cambridgeshire, CB6 3BZ, +44 (0) 777 552 1797 
www.taxresearch.org.uk/blog Registered number OC316294 
4 For more explanation see https://fsi.taxjustice.net/Archive2011/Notes%20and%20Reports/SecrecyWorld.pdf  
5 Secrecy jurisdictions are places that intentionally create regulation for the primary benefit and use of those 
not resident in their geographical domain with that regulation being designed to undermine the legislation or 
regulation of another jurisdiction and with the secrecy jurisdictions also creating a deliberate, legally backed 
veil of secrecy that ensures that those from outside the jurisdiction making use of its regulation cannot be 
identified to be doing so. 
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through a combination of secrecy jurisdictions aided by a range of secrecy 

providers. 

 

3. The aim of the person wanting to hide their illicit financial flows whether to avoid tax or 

other purposes is to move those flows from regulated to unregulated spaces 

 

The aim of the person wishing to hide their transactions from authorities is to move their 

transactions from regulated to unregulated ‘secrecy spaces’. This chart summarises the 

transition from regulated spaces to unregulated spaces6: 

 

 
 

In an unregulated space that is ‘nowhere’ the person seeking illicit flows will combine an 

opportunity provided by one jurisdiction with those provided by another one, or more, to in 

combination create an impervious space where transactions can take place beyond the 

reach of regulators and authorities and is assisted to do so secrecy providers, very often 

from another secrecy jurisdiction altogether 

 

4. What does this mean? An example 

 

• Critically, the UK delivers the non-domicile rule: 

• This allows for residence for up to 15 years with no obligation to pay tax on, or 

even declare, any overseas income, gains or assets if the income or gains are not 

remitted to the UK. 

 
6 For more explanation see https://fsi.taxjustice.net/Archive2011/Notes%20and%20Reports/SecrecyWorld.pdf 
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• The cost is a fee of up to £60,000 a year to use this facility after 12 years. 

• Critically though, during the years when the only tax authority to which tax 

declarations had to be made requires no non-UK disclosures, a totally invisible 

offshore structure for use after the domicile structure expires can be put in place, 

meaning UK tax residence remains attractive to those for whom it is not their 

natural home. 

• This offshore, or secrecy space structure requires that other secrecy jurisdictions be 

used e.g. 

• The Netherlands can provide holding companies for trading companies with low 

tax for funds to flow to secrecy jurisdictions; 

• If funds need to flow into the EU Malta provides perfect conduit structures for 

that to happen; 

• Luxembourg still provides opportunity for the extraction of reward from group 

structures using loan arrangements; 

• From thereon it is likely that non-EU locations will be used. 

• None of this would be possible though without the domicile rule in the UK which allows 

a person to move their affairs beyond tax scrutiny whilst resident in the country; 

• There is no sign of political will on the part of the existing government in the UK to 

change this rule; 

• The UK, Netherlands, Luxembourg and Malta are all secrecy jurisdictions in this 

example. One, or most likely a number of secrecy providers will facilitate the 

arrangement. The combination creates the secrecy space which is ‘nowhere’ i.e. it is not 

physically located but is created by the use of a combination of facilities to create an 

impervious consequence to hide flows from review, and tax. 

 

5. Conclusion 

 
In summary: 

 

• The EU still has secrecy jurisdictions providing opportunity for abuse; 

• It is rare that abuse happens in one location alone. Abuse is the result of combining 

facilities from a number of jurisdictions; 

• Few can effectively operate within the resulting secrecy space without the assistance 

of secrecy providers; 

• Beating abuse requires coordinated action, with too little attention having been 

given as yet to the secrecy providers7.  

 
7 See https://research.cbs.dk/en/publications/the-big-four-a-study-of-opacity  


