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UK faces blacklisting as a tax haven by the EU
on Brexit

UK financial services could face heavy penalties after Brexit unless the UK turns back on its
aggressive tax haven policies, a new study from the Tax Justice Network has found.

The study looks at the new proposals for a EU blacklist of tax havens. The EU has said that it
will impose sanctions on countries which find themselves on the list.

The EU is due to publish its list of tax havens on 5 December, but analysis by the Tax Justice
Network, using the EU’s own criteria, suggests that the UK, and 5 other EU countries would
find themselves on that list if the criteria were applied equally to them.

The EU has stated that the list will only apply to non-EU member states and with the UK set
to leave the Union in 2019, this could mean sanctions being applied to the UK unless it
changes course and ends policies which make the country a tax haven. This includes the UK's
controlled foreign companies rules which allow UK based multinationals to horde foreign
profits in zero-tax countries. The UK’'s CFC rules are currently the subject of a ‘state aid’
investigation by the European Commission.

The study also finds that up to 60 jurisdictions could be listed under the EU’s blacklist
procedure, if the criteria are strictly applied. But there are fears that intense lobbying by the
tax avoidance industry and some countries could see the list severely watered down.

In addition to the UK, researchers have identified Ireland, The Netherlands, Cyprus,
Luxembourg, Malta as countries that should be included in the blacklist if the EU were to
apply its own criteria to member states.



Commenting, Alex Cobham, chief executive of the Tax Justice Network, said:

“The EU list is a step forward from previous efforts, in that the criteria are at least partially
transparent and so partially objectively verifiable. It's clear that the UK is at real risk of
counter-measures from the EU. The government should forget any Brexit tax haven threat,
which could easily open up EU counter-measures like the loss of financial passporting rights,
and instead address the flaws in current policies.

“But it's also true that the EU list lacks legitimacy as well as transparency, because it will not
apply to its own members. For global progress on a truly level playing field, we need the
G77 and G20 to engage in negotiating an international convention that would set an
ambitious and fair set of minimum standards, with powerful sanctions, to which all
jurisdictions would be held equally to account.”

Wouter Lips of Ghent University, who led the study, said:

“The EU blacklist represents an important step forward from empty OECD lists — but the
criteria need to be completely transparent to be objectively verifiable by independent
researchers. Otherwise the risk remains that political power will be a factor in whether
countries like the UK or indeed the USA are listed. Many of the 60 countries that are listed
are lower-income countries which had no say in the OECD standards upon which much of
the EU’s criteria depend, and that raises further questions of fairness.”
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1. The Tax Justice Network is an independent international network launched in 2003.
We are dedicated to high-level research, analysis and advocacy in the area of
international tax and the international aspects of financial regulation. We map, analyse
and explain the role of tax and the harmful impacts of tax evasion, tax avoidance, tax
competition and tax havens. The world of offshore tax havens is a particular focus of
our work. Our core goals are to create understanding and debate and to promote
reform, especially in poorer countries. We are not aligned to any political party.
www.taxjustice.net

2. Wouter Lips is a researcher at the Department of Political Science at Ghent University,
funded by the Research Network Flanders. He is currently working on a PhD on global
tax governance. Ghent University is a top 100 university founded in 1817.
https://www.ugent.be/en




3. The study is being published on Open Data for Tax Justice, #OD4TJ, a network
coordinated by Open Knowledge and the Tax Justice Network to improve advocacy,
journalism and public policy around tax justice.
http://datafortaxjustice.net/paradiselost

4. Leaked documents to the FT demonstrated that 53 jurisdictions had been sent letters
by the EU warning them about a possible inclusion on the list. Before the letters were
sent the UK lobbied to remove a number of its own Overseas Territories and Crown
Dependencies from the list of recipients, such as Bermuda and the Isle of Man -

jurisdictions at the heart of the Paradise Papers leak.
https://www.ft.com/content/4680a384-c2fb-11e7-a1d2-6786f3%ef675

5. Countries such as the Cayman Islands have been lobbying Brussels to be excluded
from the list of tax havens when it is published -
https://www.caymancompass.com/2017/10/05/european-union-blacklist-decision-
due-in-december/




