The OSCE Secretariat bears no responsibility for the content of this document EEF.NGO/5/20

and circulates it without altering its content. The distribution by OSCE 17 June 2020
Conference Services of this document is without prejudice to OSCE decisions,

as set out in documents agreed by OSCE participating States. ENGLISH only
Session 3

l ’4 ANTI-CORRUPTION
RESOURCE CENTRE

Natural resources and illicit
financial flows: an interlinked story

Dr. Sophie Lemaitre

28th OSCE Economic and Environmental Forum
Second Preparatory Meeting
16 June 2020

CHR.
M I MICHELSEN
INSTITUTE

What are we talking about?

— Natural resources sector (NR)
Qil, gas, minerals Wildlife
Forest Fisheries

— Legal and illegal exploitation

, Extractive revenues ;.«: Valued at US$51-152
J representing 60-90% of @\\:;‘\% billion annually
total budget e =5

Valued at US$7-23 billion
annually

Figures based on: World Bank, Interpol, UNODC, OECD



What are we talking about?

— Exploitation of natural resources often associated with illicit financial flows (IFF)

Corruption (bribery, Tax avoidance (e.g.
embezzlement, abuse of manipulation of transfer
functions, trading in influence) pricing)

Tax evasion (e.g. not paying

M I i
customs taxes) oney laundering

$ g (_Z:)rtl':uptlon: o Revenues lost annually:
orest = US$29 billion lost > lllegal logging = US$6-9
S annually billion
~ [ 2IEENTE = (5 — Wildlife trafficking = US$1
prosecuted for bribery billion

Figures based on: World Bank, Interpol, UNODC, OECD

Common patterns & tactics

— Combining 2 or more of the following to hide illicit practices

. Opening bank accounts
Creating layers of

fsh hell . located in multiple g
offshore shell companies countries
& hiding the beneficial °) Q) $ l(l’

owner °<9 o9 u
1>

. - Concealing resources
Using intermediaries with other goods /

(professjonal enablers / misdeclaring as
middlemen) something else

@)

Making use of secrecy
jurisdictions



A global problem

— Starting in one country but involving multiple jurisdictions & players
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IFF and NR, a
tale of OSCE
countries

lllegal logging, timber laundering, and IFF

Austria, Croatia, Belgium, Germany,
Italy, Romania, Slovenia, Ukraine

Opaque oil/mineral deals, and IFF

Azerbaijan, Romania, Mongolia




Natural resources & associated IFF
not seen as top priority / serious
threat

Key challenges

Finding evidence & building a case

— Cracking down secrecy jurisdictions (even
within OSCE)
— Lack of cooperation / selective cooperation

Targeting / investigating ALL players

What can be done?

Include natural resources Cooperate, collaborate,
and illicit financial flows develop networks of
L. @ high on agenda - a top experts, think out of silos,
! iori d share best practi
priority and share best practices

— Establishing (free & centralised) public registers of
beneficial ownership & legal entities

Promote— Disclosure of asset declarations gﬁ)@(erégf’??rt a';fj Erc;tled civil
transparency . . . ) society, whistleblowers,
0 — "Public register of lobbyists \ﬁ)’ journalists

— Joining transparency initiatives, e.g. Extractive
Industry Transparency Initiative, Open Government

i @* Build capacity BAdRa5IIP Support national,
+

b enforcement and ( ' regional and
criminal justice systems @& international initiatives



Thank you!
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and subscribe to our -~
newsletter

Contact details: sophie.lemaitre@cmi.no





