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l. EXECUTIVE SUMMARY

This submission summarizes how cross-border tax abuses jeopardize economic, social and cultural rights
and entrench inequalities, and illustrates the contribution of the United Kingdom to these abuses through
its financial secrecy laws and lax rules on corporate tax and reporting. The present review provides the
Committee on Economic, Social and Cultural Rights (CESCR, or the Committee) an opportunity to ask
the United Kingdom, including its Overseas Territories (OTs) and Crown Dependencies (CDs), to assess
and address the impacts of its tax and financial secrecy policies on the realization of human rights abroad.

The Committee has long recognized that effective, non-discriminatory taxation is necessary to enable
State parties to mobilize the maximum available resources to fulfill their obligations to ensure equal
enjoyment® of the rights guaranteed under the International Covenant on Economic, Social and Cultural
Rights (ICESCR),? especially in times of economic downturn.® The loss of revenue to cross-border tax
abuses—the use, by individuals and corporations, of transboundary transactions to unjustifiably reduce or
avoid their tax payments, for example through controversial profit-shifting, fraudulent under-reporting of
the value of taxable transactions, and offshoring of wealth to hide taxable income and assets in protected
accounts—costs governments hundreds of billions of dollars in lost revenues every year. Developing
countries are hit hardest by those losses, given their already-strained public budgets and greater reliance
on corporate taxes as a share of national revenue. According to International Monetary Fund economists,
developing countries lose more than $212 billion annually to just one form of tax abuse—base erosion
and profit-shifting.” Trade mis-invoicing, a form of corporate tax evasion based on fraud,” is estimated to
cost developing countries another $217 billion each year,® while the offshoring of private wealth leads to
annual revenue losses of approximately $190-$280 billion worldwide.’

These cross-border tax abuses are enabled by States that facilitate financial secrecy through lax rules on
corporate taxes and disclosure of corporate ownership, and financial instruments that insulate
beneficiaries from public scrutiny. The United Kingdom, which includes the City of London and extends
to three CDs and fourteen OTs, is considered the single largest “financial secrecy jurisdiction” in today’s
global market.® The policies of the United Kingdom and its OTs and CDs permit, and in some cases
actively encourage, corporations and wealthy individuals in other countries to reassign their assets and
incomes to the United Kingdom in ways that frustrate tax collection overseas. The exploitation of legal
loopholes and arbitrage between national tax authorities results in an international “reverse Robin Hood”
effect, whereby largely wealthy financial secrecy jurisdictions, such as the United Kingdom, siphon
money from poorer countries to enrich already wealthy individuals and corporations.® At the same time, it
increases the tax burden on lower-income taxpayers unable to use sophisticated tax avoidance schemes,
entrenching inequalities.™® By facilitating this type of tax abuse, the United Kingdom is interfering with
the ability of other States to mobilize the maximum available resources in support of equal enjoyment of
economic, social, and cultural rights.

The United Kingdom, including its CDs and OTs, has an obligation under the ICESCR to respect and
protect the rights enshrined in the Covenant, both within its own territories and extraterritorially. **
Furthermore, the Covenant obliges State parties to promote international cooperation and to create an
international enabling environment for the fulfillment of economic, social and cultural rights. The United
Kingdom’s facilitation of cross-border tax abuse is inconsistent with those duties.

The submitting organizations respectfully request that the Committee’s concluding observations
recommend that the United Kingdom, including its OTs and CDs:
o Ensure that its financial secrecy policies and rules on corporate reporting and taxation, and
those of its OTs and CDs, are consistent with its extraterritorial obligations under Article 2
of the Covenant and do not contribute to large-scale tax avoidance and evasion;



e Ensure that its corporations respect economic, social and cultural rights,* including by
refraining from engaging in tax abuse throughout their operations;

e Conduct comprehensive and periodic assessments of the extraterritorial impacts of its
financial secrecy policies on human rights and inequality, particularly in developing countries,
and include the results of these assessments in its next periodic report to CESCR;

e Establish and disclose public registries of beneficial ownership of all UK-registered
companies, trusts, and foundations, open to the public, media and regulatory authorities;

e Undertake to require the above measures, as an absolute minimum standard, throughout its
territories, including in its Overseas Territories and Crown Dependencies.

1. ADEQUATE TAX REVENUES ARE ESSENTIAL TO THE REALIZATION AND
EQUAL ENJOYMENT OF ESC RIGHTS

Tax policies are among the most significant, predictable, and accountable instruments governments have
to resource human rights, reduce inequalities and meet the Sustainable Development Goals.*® Under
ICESCR Article 2, States must mobilize the maximum of their available resources to achieve
progressively, and without discrimination, the full realization of the rights recognized in the Covenant. As
the Special Rapporteur on extreme poverty and human rights has observed, revenue collection through
taxation is a “critical tool for States in tackling and redressing systemic discrimination and ensuring equal
access to economic, social and cultural rights ... [A] State with a very narrow tax base or that fails to
tackle tax evasion may [be unable] to fund social protection or adequate and accessible public services, a
situation that is likely to create or entrench inequalities.”**

When tax revenues fall short, cuts in public spending, increases in public debt, and reliance on regressive
revenue sources to make up for budget shortfalls all take a toll on human rights, in particular economic,
social and cultural rights. Experience demonstrates that social services like health care and education are
often the first to be cut in times of austerity, putting economic, social and cultural rights further at risk,
especially for already disadvantaged groups.™ Inadequate spending on social services often takes a
heavier toll on women, who typically bear the burden of care-giving and performing unpaid work when
public institutions fall short.® Moreover, increased reliance on easily administered but regressive forms
of taxation, such as consumption taxes, exacerbates inequalities. Regressive taxes disproportionately
affect women in several ways, due to their over-representation among poorer households and entrenched
gender roles in many societies that lead women to spend a greater share of their incomes on consumer
goods.'” As detailed in various reports by UN, academic, and civil society experts, the cumulative effects
of limited public spending on essential services, together with the disproportionate tax and care burden
women often bear, conspire to frustrate the structural possibilities for full and equal enjoyment of
economic, social and cultural rights.

Tax abuses prevent States from mobilizing the maximum available resources for Covenant rights, because
they undercut government efforts to raise public revenues and shift the tax burden away from wealthier
individuals and corporations that have sophisticated means to skirt taxation.’® What’s more, these abusive
tax practices do not occur in a vacuum; they are the foreseeable result of enabling conditions for which
particular countries are disproportionately responsible.*®

. A UK.-LED NETWORK FACILITATES CROSS-BORDER TAX ABUSE AND
UNDERMINES ESC RIGHTS

The United Kingdom, including its Overseas Territories and Crown Dependencies, plays an
outsized role in facilitating cross-border tax abuse through its financial secrecy laws, the use of



opaque financial vehicles, and lax rules on corporate reporting and taxation. Taken together, the
United Kingdom and its satellite jurisdictions rank as the most important financial secrecy network in the
world.? Through regulations and standards designed “for the primary benefit and use of those not
resident in their geographical domain,” financial secrecy jurisdictions “enable people or entities to escape
(and frequently undermine) the laws, rules and regulations of other jurisdictions elsewhere, using secrecy
as a prime tool.”?! Although the United Kingdom was itself ranked 15th in the world in the 2015
Financial Secrecy Index (based on the depth of its financial opacity and the scale of its offshore financial
activities), this ranking is artificially low because it analyzes UK laws separately from the network of
secrecy jurisdictions over which it exercises political control.??

The United Kingdom not only maintains policies that facilitate registration of offshore companies and the
use of financial vehicles that obscure ownership and accountability; it also allows financial secrecy
practices to flourish in its OTs and CDs—ten of which have consistently ranked as top financial
secrecy jurisdictions.” For instance, the United Kingdom exercises sovereignty over six of the top 20
jurisdictions that the World Bank found were used to establish corporate vehicles involved in “grand
corruption”: the British Virgin Islands, the Cayman Islands, Bermuda, Jersey, and the Isle of Man, as well
as the United Kingdom itself. Three of those jurisdictions—the British Virgin Islands, the United
Kingdom, and the Cayman Islands—rank among the top ten.? The European Union also has
“blacklisted” the same territories as “tax havens,” along with a number of others under UK control,
including, inter alia, Anguilla, Bermuda, Montserrat, and Turks and Caicos.”® Together with the United
Kingdom’s own policies, this network of UK-led financial secrecy jurisdictions administers a variety of
financial secrecy laws and policies, as well as low tax rates and preferential tax regimes, which compete
to attract high-net worth individuals and corporations from around the world, seeking to avoid paying
taxes in the countries where they derive economic value. The inevitable result is lower tax revenues in
affected countries.?

A. The UK itself facilitates cross-border tax abuse through lax corporate regulation and provision
of legal structures that obscure taxpayer accountability.

1. The United Kingdom has repeatedly weakened laws that could reduce tax abuse, and
introduced laws that encourage tax abuse by creating an attractive environment for foreign
individuals and corporations to register offshore companies in the United Kingdom.

Corporations and wealthy individuals from other countries are encouraged to register a presence in the
United Kingdom, even if only nominal, by three categories of UK policies that facilitate tax abuse and
evasion. First, the United Kingdom takes a comparatively lax approach to corporate taxation. This
approach has led to drastic tax cuts for corporations in recent years, % coupled with significant
corporate subsidies?® and reduced funding for enforcement of regulations governing large-scale
corporate tax avoidance and evasion.? Furthermore, the government has effectively hollowed out
existing enforcement laws intended to protect against the use and abuse of foreign tax havens by
controlled foreign companies (CFC), which are UK-based multinationals that UK law already exempts
from taxation on profits made elsewhere.®*® When this raft of legislation passed in 2012, ActionAid
estimated that it would cost developing countries around $6 billion annually due to increased tax abuse.*
The United Kingdom has also implemented a so-called “patent box™ regime, a controversial regulatory
tool that cuts tax rates on profits arising from qualifying patents, which can be applied even when none of
the research and development for patented inventions occurred inside the United Kingdom.* Tax analysts
across the political spectrum have criticized the patent box as contributing to the problem of “rampant,”
“aggressive profit-shifting” in the international tax arena.*®



The Panama Papers Highlight the Role of the UK’s Financial Secrecy Network
in Global Tax Avoidance®

The “Panama Papers,” a data leak of 11.5 million documents from Panamanian law firm Mossack Fonseca,
revealed evidence of a massive system facilitating international tax avoidance and evasion. The documents
provide information relating to over 200,000 companies for which the firm performed legal services, and
which are registered in various financial secrecy jurisdictions worldwide. More than half are registered in
the United Kingdom or its Overseas Territories—with more than 100,000 registered in the British Virgin
Isles (BVI) alone. Intermediaries for the companies, including accountants, lawyers, banks, and trust
companies, are heavily concentrated in Jersey and in the United Kingdom itself.

Bahamas

British Virgin Islands

Panama

Jurisdictions where Mossack Fonseca’s corporate clients are registered, sized by popularity®

The scandal that has embroiled the Ukrainian government in the wake of the data leak illustrates this
financial secrecy network’s instrumental role in undermining the tax base in other countries. The President
of Ukraine Petro Poroshenko was revealed to have overseen a complex web of shell companies, many of
which are nominally located in BV1.*® These companies are estimated to have cost Ukraine millions of
dollars in lost tax revenue. >’ Despite the Ukrainian government’s active fight against corruption and the
use of offshore companies,® Poroshenko is not alone in using the UK financial secrecy network to avoid
Ukrainian taxes. For example, the son of Ukraine’s former prime minister set up 26 BVI-based offshore
firms in 2012.%° Ukraine loses an estimated $11.6 billion annually to tax avoidance and evasion by
offshore companies.*’

In its concluding observations on Ukraine in June 2014, CESCR expressed concern about the impact
of the country’s resource constraints and State corruption on economic, social and cultural rights.*
The Committee highlighted the adverse effects of austerity measures on the enjoyment of human rights and
called upon the government to enhance the allocation of resources to poverty alleviation measures.**

2. The City of London Corporation acts as a hub for promoting financial secrecy policies and
servicing the offshore financial industry based in the OTs and CDs.

The United Kingdom’s approach to international corporate taxation centers on the City of London
Corporation (“the City”)—the 1.22 square miles at the center of London that contains its financial
district—which is widely known as the hub of the UK financial secrecy network. Two of the City’s
most important roles in fostering financial secrecy are first, as a powerful lobbyist for expansive financial
freedoms and so-called “light touch” financial regulation; ** and second, as the creator and developer of
the “Euromarkets,” which offer an effectively unregulated space for non-resident international




finance institutions, hosted in the City.* Successive Lord Mayors of London (the political head of the
City, elected by business representatives*) have expressly praised various offshore financial havens as
extensions of the City’s economy.“® The Panama Papers (see box, supra) provide further evidence of the
density of accountants, lawyers, banks, trust companies, and other providers located in the United
Kingdom that service, and profit from, the offshore financial industries of the OTs and CDs.*’ Despite
claims that Euromarket loopholes have been closed, a 2015 Reuters investigation found substantial
evidence that the City continues to be a jurisdiction used by many multinational finance institutions to
avoid regulation.*®

3. The United Kingdom continues to rely on legal structures that obscure taxpayer responsibility
and undermine enforcement of tax laws, both within the United Kingdom and abroad.

Finally, on top of these lenient regulatory and tax policies, the United Kingdom offers at least two legal
avenues for people and corporations to obscure their true location or identity. UK law recognizes and
provides for legal vehicles known as “trusts,” which operate by separating legal and beneficial ownership
of an asset: a “settlor” delegates control of an asset to a “trustee,” who manages that asset for the third
party “beneficiary,” who receives any proceeds.* By spreading trust structures over multiple jurisdictions
and combining them with other financial secrecy techniques, trusts are often used to obscure ownership
and control of corporations and private wealth.® Trusts are rarely registered or publicly recorded,
and requirements to disclose financial statements are the exception rather than the rule. Even if tax
authorities are aware of a specific trust, it is often impossible to find out more than the bare identity
of the trustee, who typically has no reporting requirements or other legal responsibility to make
sure that tax on the trust is paid. ** This has repercussions not only for UK tax authorities—who may be
unable to identify the true owners or beneficiaries of the trust—but also for other countries that may be
similarly unable to locate taxable income hidden in these nested UK trusts.

B. The UK has failed to bring its OTs and CDs into compliance with the ICESCR.

Despite some steps by the United Kingdom to improve corporate transparency in the area of beneficial
ownership in compliance with OECD standards,*? its OTs and CDs continue to “operate a legal system
that creates a veil of secrecy to obscure the identity of those establishing companies, usually for the
benefit and use of people or companies that are not resident there[,]... [effectively] disguis[ing] the
identity and source of funds of the owners of those companies, and constitut[ing] a serious obstacle to
investigating money laundering.”® The preservation of secrecy laws in these jurisdictions undermines the
overall credibility of UK financial reform efforts, > especially given the United Kingdom’s own
acknowledgment that the operation of financial secrecy jurisdictions in the OTs and CDs results in
significant economic benefit for its own financial sector.*

The United Kingdom is not only obligated under international human rights law to take steps to
limit tax abuse and evasion in its OTs and CDs; *° it is also both constitutionally authorized and
demonstrably able to do so.>” A number of leading British politicians have publicly recognized the
United Kingdom’s obligations and powers to take such steps.” To date, however, when it comes to
financial secrecy, the government has settled for public chastisement of its OTs and CDs.> Most recently,
at its anti-corruption summit,® the United Kingdom took no steps to compel leaders of its OTs and CDs
to end their hidden ownership vehicles.® This inaction constitutes a failure on the part of the United
Kingdom to ensure that its conduct, including that of its political satellites, complies with international
human rights obligations.



Focus on Financial Secrecy in the British Virgin Islands

Although each OT and CD is governed by different laws,* all financial secrecy jurisdictions depend
on, and benefit from, similar rules that obscure the identity of taxpayers and frustrate tax enforcement.
The laws of the British Virgin Islands (BVI) illustrate how financial secrecy jurisdictions can be
structured to invite the creation of shell companies and other vehicles for cross-border tax abuse and
evasion:

e Corporate law: According to the Financial Secrecy Index, BV1 is now the world’s leading
center for company incorporation, with a thriving industry selling corporate secrecy and over a
million shell companies incorporated since landmark legislation was introduced in 1984.%° This
lax and secretive incorporation environment has been created and maintained through
legislation, beginning with the 1984 International Business Companies Act, through the current
BVI Business Companies Act.**

e Financial secrecy: The BVI incorporation model does not require companies to publicize their
incorporation or obtain any regulatory pre-approval. To its credit, BVI is one of only 14
jurisdictions to have signed the agreement committing to the OECD’s Common Reporting
Standard.® But BVI’s registry of company directors and members is not publicly available,
and there is no requirement to file public accounts.® In absence of public disclosure of such
information, many are concerned that BVI’s commitments to support automatic exchange of
taxpayer information will ring hollow, due to loopholes.®’

e Trusts and beneficial ownership: When a trust is designated as the owner of a company, it can
provide additional layers of secrecy over the company’s structure, and thereby facilitate tax
abuse. BVI laws accommodate many forms of trusts, including so-called “VISTA trusts,”
which give wide powers to the settlor (the initial contributor of assets). Settlors can separate
themselves legally from the assets (thereby protecting themselves from taxes or scrutiny by
authorities) while continuing to “exert a significant measure of control and power to enjoy the
trust’s assets.”®

IV. THE U.K.’S ROLE IN CROSS-BORDER TAX ABUSE CONTRAVENES ITS
EXTRA-TERRITORIAL OBLIGATIONS UNDER THE ICESCR

The United Kingdom’s active facilitation of cross-border tax abuse interferes with the ability of other
States to meet their own international obligations to mobilize, through taxation, the maximum of available
resources in support of economic, social, and cultural rights. In so doing, the United Kingdom is failing to
fulfill its duty under the ICESCR to respect and protect the realization of ESC rights extraterritorially.
The United Kingdom is also failing to fulfill its positive obligation to undertake “steps, individually and
through international assistance and cooperation, especially economic and technical, to the maximum
of its available resources”® to progressively achieve the rights set out in the Covenant and to create an
international enabling environment in which other States may do so.

A. Under the ICESCR, the United Kingdom is obligated to respect and protect ESC rights
extraterritorially.

Article 2 of the Covenant, which outlines the general legal obligations of all State parties,” affirms that
these obligations extend extraterritorially, including through international cooperation (found in Articles
11, 15, 22, and 23)."* This Committee has consistently recognized the extraterritorial obligations of States
to respect, or refrain from interfering with, ESC rights outside their borders,” expressing concern about
the systemic, extraterritorial impacts of various forms of States’ conduct (including trade, financial, and
foreign aid policies), and recommending that States assess the impact of their policies in light of their
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obligations under the ICESCR.™ These extraterritorial obligations require States to recognize the
“primacy of...international human rights obligations” over economic interests.”

State parties to the Covenant have a further duty to protect ESC rights extraterritorially by preventing
their own citizens, companies, and national entities, as well as third parties subject to their jurisdiction,
from violating those rights in other countries.” This includes the wealthy individuals and corporations
that use the services of financial secrecy jurisdictions to escape their tax obligations in other countries.
The United Kingdom is thus duty-bound, under the ICESCR, to prevent tax-related infringements of
human rights violations by natural and juridical persons under its jurisdiction, and in particular to ensure
that corporations “demonstrate due diligence to make certain that they do not impede the enjoyment of the
Covenant rights by those who depend on or are negatively affected by their activities.” ®

The United Kingdom, including its OTs and CDs, therefore has an obligation to prevent individuals and
corporations within its jurisdiction from using its financial services and corporate structures to dodge their
tax obligations in other countries, as such abuse foreseeably undermines the fulfillment of Covenant
rights in those countries. The extraterritorial obligations of State parties under the Covenant apply to the
United Kingdom as well as to its OTs and CDs. Under international law, the responsibility for the role of
OTs and CDs in cross-border tax abuse falls upon the UK government —as is already reflected in the
Committee’s repeated demands that the United Kingdom account for human rights protection and
fulfillment “throughout its territories, including its overseas territories and Crown Dependencies.””’

B. Under the ICESCR, the United Kingdom must promote the fulfillment of ESC rights through
international cooperation

State parties to the Covenant are also obligated to cooperate internationally to mobilize the maximum
available resources to fulfill economic, social, and cultural rights78—including in matters of taxation,
which are critical to the creation of an enabling environment for the realization of these rights.” As this
Committee has concluded, “in accordance with Articles 55 and 56 of the Charter of the United Nations,
with well-established principles of international law, and with the provisions of the Covenant itself,
international cooperation for development and thus for the realization of economic, social and cultural
rights is an obligation of all States.”® Such cooperation is essential in “facilitating the full realization of
the relevant rights.”®" State parties must also take “deliberate, concrete and targeted steps, separately, and
jointly through international cooperation, to create an international enabling environment conducive to the
universal fulfilment of economic, social and cultural rights.” #

Taxation remains one of the most significant means by which governments generate revenue to support
economic, social and cultural rights.® Accordingly, State policies “that encourage or facilitate tax abuses,
or that deliberately frustrate the efforts of other States to counter tax abuses,”* are contrary to the duties
to respect and protect ESC rights, as well as the duty of international cooperation under the Covenant.
Such conduct therefore may “constitute a violation of [the State’s] international human rights obligations,
particularly with respect to economic, social and cultural rights.”®

Recent Developments in Human Rights Norms Related to Cross-border Tax Abuse

A number of UN Special Rapporteurs, UN treaty bodies and the Human Rights Council itself have
begun highlighting the deleterious human rights impacts of cross-border tax abuse, and have called
upon States to take actions to end such practices. The Special Rapporteur on Extreme Poverty and
Human Rights, for example, has emphasized that “[t]he actions of States to facilitate and/or actively
promote tax abuse ... through their tax secrecy laws and policies could jeopardize their compliance
with international human rights obligations, particularly with regard to international cooperation and
economic, social and cultural rights,” because such conduct “can directly undermine the ability of
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another State to mobilize the maximum available resources for the progressive realization” of those
rights.® This SR recommended that States “take concerted and coordinated measures against tax
evasion globally as part of their domestic and extraterritorial human rights obligations and their
duty to protect people from human rights violations by third parties.”®” The UN Independent Expert on
Foreign Debt and Human Rights has likewise underscored the obligations of States to “refrain from
[tax] conduct that harms the enjoyment of human rights outside their own territory,” and, to that end,
has called upon States to “conduct human rights impact assessments of their tax policies, to ensure
that they do not have negative impacts abroad.”®

A recent draft Human Rights Council Resolution, meanwhile, directs States to “consider enacting
legislation to address offences by business enterprises, including multinational corporations, that
deprive Governments of legitimate domestic sources of revenue for the implementation of their
development agendas, in compliance with their international obligations, including international human
rights law.” It further recommends that States “reduce opportunities for tax avoidance, to consider
inserting anti-abuse clauses in all tax treaties and to enhance disclosure practices and transparency in
both source and destination countries, including by seeking to ensure transparency in all financial
transactions between Governments and companies to relevant tax authorities.”®

UN treaty bodies have also begun to engage. The Committee on the Rights of the Child noted the
adverse effects of tax evasion on the implementation of treaty obligations,” and is in the process of
developing a General Comment on public budgeting which will consider tax avoidance and evasion.

In advance of its 65th Session in November 2016, the Committee on the Elimination of Discrimination
against Women has also asked Switzerland to “provide information on the measures taken to ensure
that the State party’s tax and financial secrecy policy does not contribute to large-scale tax abuse in
foreign countries, thereby negatively impacting on resources available to realize women’s rights in
those countries.” This marks the first time that a treaty body has called on a State party to assess and
publicly report on the extraterritorial human rights impacts of its tax and financial secrecy policies.

V. CONCLUSION AND PROPOSED RECOMMENDATIONS

Taken as a whole, the policies of the United Kingdom and its OTs and CDs permit, and in some cases
actively encourage, corporations and wealthy individuals, including political elites, in other countries to
reassign their assets and incomes to the United Kingdom in ways that do not reflect where income is
earned or assets located, thereby making it more difficult for tax authorities in other countries to
determine what taxes are actually owed and who is responsible for paying them. Tax avoidance and
evasion are the foreseeable consequence of these policies, undercutting public budgets in countries around
the world—with the largest impacts occurring in developing countries that can least afford it. The United
Kingdom’s facilitation of this type of tax abuse interferes with the ability of other States to mobilize the
maximum available resources in support of economic, social, and cultural rights, as they are required to
do under the ICESCR. Moreover, the conduct of the United Kingdom—Dboth through its action in
enforcing financial secrecy policies and its inaction in failing to adequately combat third parties’ use of its
jurisdiction to avoid and evade taxes—contravenes its positive obligation to cooperate internationally to
create an enabling environment for the progressive realization of ESC rights globally.

Proposed Recommendations

The submitting organizations respectfully request that the Committee’s concluding observations
recommend that the United Kingdom:



(1) Ensure that its financial secrecy policies and rules on corporate reporting and taxation are
consistent with its extraterritorial obligations under Article 2(1) of the Covenant and do not
contribute to large-scale tax avoidance and evasion, which deprive many States, developing
countries in particular, of resources needed to realize economic, social and cultural rights.

(2) Ensure that its corporations respect economic, social and cultural rights,® including by
refraining from engaging in tax abuse throughout their operations;

(3) Conduct comprehensive and periodic “spillover” assessments of the extraterritorial impacts
of its financial secrecy policies and rules on corporate reporting and taxation on human
rights and inequality, particularly in developing countries, and include the results of these
assessments in its next periodic report to the Committee.

(4) Establish and disclose public registries of beneficial ownership of all UK-registered
companies, trusts and foundations, open to the public, media and regulatory authorities; and

(5) Undertake to require the above measures, as an absolute minimum standard, throughout its
territories, including in its Overseas Territories and Crown Dependencies.
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http://www.un.org/esa/ffd/wp-content/uploads/2015/03/ICTM2015_wwg.pdf.
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http://www.financialsecrecyindex.com/introduction/fsi-2015-results (last accessed Apr. 24, 2016) (“If the Global
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transparency of the UK over its secrecy network, would put the combined group in 9th place on the FSI.”).
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% See, e.g., Gabriel Zucman, The Missing Wealth of Nations: Are Europe and the U.S. Net Debtors or Net
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http://www.fda.org.uk/nmsruntime/saveasdialog.aspx?11D=3410&s1D=4096 (noting that the HMRC, the department
responsible for all tax collection in the UK, had reduced costs by over £500m and reduced its staff by over 15,000,
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Tax Rates and Tax Policy Considerations, Ctr. for Euro. Econ. Research Discussion Paper No. 13-070 (2013),
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%7 1d. (citing The Kyiv Post).
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create an environment conducive to tax abuse and evasion); see also FSI Narrative Report on the UK, supra note 8,
at 2.

* See Nicholas Shaxson, Treasure Islands: Tax Havens and the Men Who Stole the World 190 (2010); FSI
Narrative Report on the UK, supra note 8, at 2—4.
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*8 The investigation found ongoing regulatory arbitrage by U.S. banks engaged in derivatives trading, including
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2009), http://taxjustice.blogspot.de/2009/07/in-trusts-we-trust.html.
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Politics, IEA Current Controversies Paper No. 44, at 25-26 (2013),
http://www.iea.org.uk/sites/default/files/publications/files/Turn%20down%20the%20heat, %20switch%200n%20the
%20light.pdf. Collier cites a 2009 UK government-commissioned study of nine tax havens (three Crown
Dependencies, the Isle of Man, Jersey and Guernsey, and six Overseas Territories), which found that these
jurisdictions’ tax, corporate, and secrecy policies contributed positively to the liquidity of the UK market, provided
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the UK. The study further found that “tax havens are necessary to ensure that such individuals can benefit from the
UK specialization in financial services whilst not being subject to [various] taxes.” Id.

*® The UK government has in fact exercised its governing powers to compel human rights reforms in its territories
on multiple occasions. It has effectively brought several OTs into compliance with various tenets of their
international human rights obligations. The UK acted, for instance, to combat corruption in Turks and Caicos; to
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(April 5, 2016), https://www.globalwitness.org/en/press-releases/how-uk-government-has-power-make-its-tax-
havens-stop-enabling-crime-and-corruption/.
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% See, e.g., Peter Walker & Rowena Mason, UK Could Impose Direct Rule on Tax Havens, Says Jeremy Corbyn,
The Guardian (Apr. 5, 2016), http://www.theguardian.com/news/2016/apr/05/uk-could-impose-direct-rule-on-tax-
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corruption-summit-london-2016 (last accessed May 19, 2016).
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8 Tax Justice Network, Financial Secrecy Index: Narrative Report on British Virgin Islands (2015) [hereinafter FSI
Narrative Report on the BVI], http://www.financialsecrecyindex.com/PDF/BritishVirginlslands.pdf. The BVI was
the fourth largest recipient of Foreign Direct Investment (FDI) in 2013, id. at 6, and the world’s sixth largest source
of outbound FDI, id. at 1.

% See BVI Business Companies (Amendment Act), 2016,
http://www.bvifsc.vg/Portals/2/BV1%20Business%20Companies%20(Amendment)%20Act,%202016.pdf .

% See FSI Narrative Report on the BVI, supra note 63, at 9.
% Seeid. at 7.
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registries too (n.d.), http://www.taxjustice.net/wp-content/uploads/2013/04/CRS-vs-registries.pdf; Global Witness,
Tax Haven Transparency: Why company ownership information needs to be public, Briefing for MPs (April 2016).

% See FSI Narrative Report on the BVI, supra note 63, at 7.
% International Covenant on Economic, Social, and Cultural Rights, art. 2, para. 1, Jan. 3, 1976.

0 CESCR, General Comment No. 3: The Nature of State Parties’ Obligations (Art. 2, Para. 1 of the Covenant), 1,
U.N. Doc. E/1991/23 (Dec. 14, 1990).

d. 7 13.

"2 See, e.g., CESCR, General Comment No. 23: Right to just and favourable conditions of work (article 7 of the
International Covenant on Economic, Social and Cultural Rights, 1 69, U.N. Doc. E/C.12/GC/23 (Mar. 8, 2016)
(“States parties must refrain from acts or omissions that interfere, either directly or indirectly, with the realisation of
the right to just and favourable conditions of work in other countries.”).

" The Committee has noted the extraterritorial dimensions of the Covenant’s obligations (under, inter alia, articles
2, 11, 22, and 23), including the need to evaluate the systemic extraterritorial impacts of trade and other policies, in
concluding observations for numerous countries. See, e.g., CESCR, Concluding observations on the second periodic
report of China, including Hong Kong, China, and Macao, China, § 12, U.N. Doc. E/C.12/CHN/CO/2 (June 13,
2014) (calling upon the State party “to adopt a human rights-based approach to its policies of international
cooperation”); CESCR, Concluding observations concerning the fourth periodic report of Belgium, 1 22, U.N. Doc.
E/C.12/BEL/CO/4 (Dec. 23, 2013) (“The Committee is concerned by reports that the State party’s policy for
promoting agrofuels, in particular its new Agrofuels Act of 17 July 2013, is likely to encourage large-scale
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field operate.”); CESCR, Concluding observations on the fifth periodic report of Norway, { 6, U.N. Doc.
E/C.12/NOR/CQO/5 (Dec. 13, 2013) (“The Committee recommends that the State party ensure that investments by
the Norges Bank Investment Management in foreign companies operating in third countries are subject to a
comprehensive human rights impact assessment (prior to and during the investment).”); CESCR, Concluding
observations on the fourth periodic report of Austria, 1 11, U.N. Doc. E/C.12/AUT/CO/4 (Nov. 29, 2013) (“[The
Committee is] concerned that the State party’s agriculture and trade policies, which promote the export of subsidized
agricultural products to developing countries, undermine the enjoyment of the right to an adequate standard of living
and the right to food in the receiving countries (arts.2 and 11). The Committee calls upon the State party to adopt a
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undertaking a systematic and independent human rights impact assessment prior to making funding decisions.”);
CESCR, Consideration of reports submitted by States parties under articles 16 and 17 of the Covenant, § 9, U.N.
Doc. E/C.12/DEU/CO/5 (July 12, 2011); CESCR, Consideration of reports submitted by States parties under
articles 16 and 17 of the Covenant, 1 24, U.N. Doc. E/C.12/CHE/CO/2-3 (Nov. 26, 2010) (“The Committee also
recommends that the State party undertake an impact assessment to determine the possible consequences of its
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their economic, social and cultural rights.”).
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(article 7 of the International Covenant on Economic, Social and Cultural Rights, § 72, U.N. Doc. E/C.12/GC/23
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International Covenant on Economic, Social and Cultural Rights, 151, U.N. Doc. E/C.12/GC/22 (Mar. 4, 2016).
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Covenant on Economic, Social and Cultural Rights, 1 70, U.N. Doc. E/C.12/GC/23 (Mar. 8, 2016) (“States parties
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[and] ensure that non-State actors domiciled in the State party are accountable for violations of the right to just and
favourable conditions of work extra-territorially and that victims have access to a remedy.”); CESCR, General
Comment No. 19: The right to social security (art. 9), 1 54, U.N. Doc. E/C.12/GC/19 (Feb. 4, 2008) (*States parties
should extraterritorially protect the right to social security by preventing their own citizens and national entities from
violating this right in other countries. Where States parties can take steps to influence third parties (non-State actors)
within their jurisdiction to respect the right, through legal or political means, such steps should be taken in
accordance with the Charter of the United Nations and applicable international law.”); CESCR, General Comment
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