
High-Net-Worth Individuals: The Challenge 
for Tax Administrations, Financial Intelligence 
Units and Law Enforcement Agencies
This article considers the challenges faced by tax 
administrations, financial intelligence units and 
law enforcement agencies worldwide in dealing 
with the taxation of high-net-worth individuals, 
with a special focus on the experience of Africa.

1.  Introduction

High-net-worth individuals (HNWIs) have been viewed 
as an important segment of taxpayers for some time now. 
Recently, the interest of tax administrations in their affairs 
has grown significantly. Next to large business taxpay-
ers, HNWIs are regarded as main areas for aggressive 
tax planning and serious tax evasion, often employing 
complex and opaque structures to mask the true owner-
ship of assets. At the same time, the size of their wealth 
has been growing. According to Piketty, Saez and Zucman 
(2017), since 1980, there has been an 8% shift in national 
income from the bottom 50% of earners to the top 1%, with 
no effect on those in between.1 This growing inequality 
created renewed momentum to ensure that HNWIs pay 
their fair share of tax. The latest developments on the tax 
and financial transparency agenda are likely to play an 
important role in those efforts. On the one hand, they 
impose new obligations on HNWIs, and on the other, they 
may encourage HNWIs to enter into more cooperative 
relationships with public agencies.

Over the past decade, a number of well-publicized data 
leaks have revealed the secret offshore holdings of HNWIs 
and multinational taxpayers, thereby resulting in a sea 
change in cross-border tax enforcement.2 The very recent 
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1. The Economist, Inequality or middle incomes: Which matters more? 
(2017), available at www.economist.com/united-states/2017/01/07/
inequality-or-middle-incomes-which-matters-more (accessed 6 June 
2018).

2. S.-Y. Oei & D.M. Ring, Leak-Driven Law, 65 UCLA L. Rev. 532 (2018), 
Tulane Public Law Research Paper No. 17-1 and Boston College Law 
School Legal Studies Research Paper No. 442, available at https://ssrn.
com/abstract=2918550 and http://dx.doi.org/10.2139/ssrn.2918550.

West Africa Leaks, following the investigative work of 
the International Consortium of Investigative Journalists 
(ICIJ)3 and Cell Norbert Zongo for Investigative Journal-
ism in West Africa (CENOZO), exposed the untold stories 
of wealth extraction in West Africa, thus highlighting the 
scale of the problem.

The article explores these issues, drawing on discussions 
at a recent conference in Vienna organized by the WU 
Global Tax Policy Center (GTPC) and the African Tax 
Institute in cooperation with the UN Office on Drugs and 
Crime (UNODC) and the World Bank Group (WBG), 
which brought attention to the question of how various 
agencies, tax administrations, financial intelligence units 
(FIUs) and other law enforcement agencies (LEAs) should 
address the challenges posed by HNWIs.4 

2.  Background

Tax systems are primarily intended to finance public 
expenditure. In addition, they are used to promote other 
objectives, such as equity, and to address social and eco-
nomic concerns.5 Domestic resource mobilization, spe-
cifically an increase in tax revenue, is regarded as the key 
to the development of countries and societies. Revenue 

3. The findings were drawn from a collection of almost 30 million 
 documents, representing several leaked financial records obtained 
by and shared with the International Consortium of Investigative 
Journalists since 2012. See W. Fitzgibbon, How Officials, Businesses 
and  Traffickers Hide Billions from Cash-Starved Governments Off-
shore (22  May 2018), available at www.icij.org/investigations/west- 
africa-leaks/officials-businesses-traffickers-hide-billions-cash-starved- 
 governments-offshore.

4. The WU Global Tax Policy Center (GTPC), at the Institute for Aus-
trian and International Tax Law at WU Vienna University of Eco-
nomics and Business and the African Tax Institute at the University 
of Pretoria’s Faculty of Economic and Management Sciences, in coop-
eration with the UN Office of Drugs and Crime (UNODC), organized 
a 3-day conference entitled “High Net-Worth Individuals: The Chal-
lenge They Pose for Tax Administrations, FIUs and Law Enforce-
ment Agencies” on 21-23 Feb. 2018 in Vienna. The conference brought 
together more than 120 participants from 38 countries, representing 
tax administrations, financial intelligence units (FIUs), law enforce-
ment agencies, ministries of finance, international organizations, tax 
intermediaries and academia. The conference was the last event of the 
3-year Tax and Good Governance Project in Africa (2015-2018), which 
was financed by the Integrity Initiative of Siemens AG, administered 
through the World Bank Group (WBG). Over these 3 years, the project 
brought together and formed a network of over 700 participants from 
tax and customs administrations, central banks, FIUs, justice depart-
ments, law enforcement agencies, international and regional organiza-
tions and civil society from 35 African countries. The main outcomes 
from the project can be found in the report “Tax and Good Governance 
2015-2018”, available at www.wu.ac.at/taxlaw/institute/gtpc/current- 
projects/tax-and-good-governance.

5. OECD, Growth-oriented Tax Policy Reform and Recommendations 
(OECD 2010).
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collected primarily from taxes contributes to the delivery 
of public services and the drive against corruption and 
poverty. If a tax system is vulnerable, it can facilitate tax 
evasion and abuse to an extent, which eventually reduces 
the collection of taxes.

Raising revenues is particularly a challenge for low and 
lower-middle income countries. Such countries often 
struggle to realize their full revenue potential.6 This is 
evident in the analysis of fiscal revenue-to-GDP ratios 
worldwide. In this respect, it should be noted that the 
average fiscal revenue-to-GDP ratio in many low-income 
countries is a tax-to-GDP ratio of less than 15%.7 

Some taxpayers, however, may pose more of a challenge 
than others. Raising tax revenues is particularly difficult 
when dealing with HNWIs.8 HNWIs, as they have more 
wealth, larger incomes and better social connections, have 
always presented a challenge for tax administrations, FIUs 
and law enforcement agencies. Tax administrations suffer 
from a lack of capacity and often capability on top of the 
related difficulties in tracing assets. The lack of a solid 
and responsive tax infrastructure comprised of a coher-
ent policy and legal framework has a compound effect, as 
tax abuse not only undermines efforts to relieve poverty, 
but also weakens the fiscal base for sustainable economic 
development.

Fair and efficient tax systems are necessary for poverty 
alleviation and equitable growth. Consequently, adopt-
ing tax policies, following good administrative proce-
dures and building capacity through the use of the new 
technologies could help countries become prosperous and 
fiscally secure.9 

The latest developments resulting in growing transpar-
ency in regulatory frameworks and associated compliance 
initiatives, such as voluntary disclosure programmes, may 
support public agencies in their efforts to improve com-
pliance on the part of HNWIs. This article reviews these 
developments (see section 3.). It then considers selected ele-
ments of political, legal and institutional frameworks that 
focus on compliance in respect of HNWIs (see sections 4. 
and 5.). The article then reviews the experiences of some 
African countries with regard to HNWIs (see section 6.). 

6. International Monetary Fund (IMF), Revenue Mobilization in Develop-
ing Countries, IMF Fiscal Affairs Department (2011).

7. Taxation and Developing Countries, Training Notes (Sept. 2013), 
available at www.odi.org/sites/odi.org.uk/files/odi-assets/events-doc 
uments/5045.pdf.

8. There is no standard definition of a high net-worth individual (HNWI), 
but this term is generally understood to mean individuals who have 
 accumulated net worth to the level that places them at the very top of 
the scale of wealth in a country or even globally. While HNWIs are 
 sometimes defined in terms of income, more often than not, they are 
delineated in terms of net wealth over a certain threshold. In this context, 
according to Capgemini’s 2018 World Wealth Report ( available at  
https://www.capgemini.com/wp-content/uploads/2018/06/ Capgemini- 
World-Wealth-Report.pdf), HNWIs are persons with net assets, exclud-
ing their homes, in excess of USD 1 million.

9. The success of tax policy reforms in raising internal revenues can be 
demonstrated by Rwanda. The Rwanda Revenue Authorities have 
undertaken an overhaul of the tax system and have carried out exten-
sive training of their officers. As a result, the share of domestic revenue 
in Rwanda with regard to GDP increased from 9% to 15% between 1998 
and 2005.

It continues by examining the modern technologies that 
may further support the framework (see section 7.). There-
after, the concerns of HNWIs regarding the new transpar-
ency environment are addressed (see section 8.). Finally, 
the article reaches some conclusions (see section 9.).

3.  The Changing Environment in which HNWIs 
operate

HNWIs constantly pose significant challenges for govern-
ments due to the complexity of their affairs, the oppor-
tunities presented for offshore tax planning, the poten-
tial adverse effects on revenue collection and the impact 
of their compliance behaviour on the integrity of the 
tax system. In addition, HNWIs may engage in crimi-
nal activities, such as tax evasion, money laundering and 
bribery. However, the environment in which HNWIs 
operate is constantly changing under the inf luence of 
certain factors, such as demography, globalization, new 
technologies and changes in international tax rules.

The number of HNWIs is constantly growing.10 At the 
end of 2016, there were approximately 145,000 HNWIs in 
Africa, with combined wealth holdings of approximately 
USD 800 billion.11 Moreover, their number in Africa is 
expected to rise by 36% over the next 10 years, reaching 
a total of approximately 198,000 by 2026. In addition, it 
is claimed that there are also around 894 ultra-HNWIs12 
in Africa.

HNWIs’ income comes from multiple sources worldwide, 
which affords them opportunities for aggressive tax plan-
ning and offshore tax evasion. Consequently, the taxation 
of HNWIs has recently drawn much attention from tax 
administrations, as they can potentially contribute sig-
nificant amounts to tax revenues and are often involved 
in complex commercial transactions that are conducive 
to base erosion and profit shifting.13 HNWIs are second 
only to multinational enterprises (MNEs) as practitioners 
of aggressive tax planning and therefore pose a threat to 
the overall integrity of tax systems.14 As HNWIs are often 
prominent citizens in their countries, the perception that 
they do not pay their fair share has a direct effect on tax 
morale.

As wealth and income inequality continues to increase, 
some African countries are seeking to tax the wealth of 
HNWIs as one way of redistributing income because, 
as inequality grows, so may socio-economic tensions. 

10. Globally, the number of HNWIs grew by 7.5% to 16.5 million in 2017 
according to Capgemini’s 2017 World Wealth Report,  available at  
https://www.capgemini.com/wp-content/uploads/2017/09/worldwealth 
report_2017_final.pdf. See also High-net-worth  individuals: Economic  
and financial indicators, The Economist (2017), available at www.economist. 
com/news/economic-and-financial-indicators/21729761-high-net- 
worth-individuals.

11. AfrAsia Bank, Africa Wealth Report 2017 p. 6 (2017), available at  
https://d16akly8855cs7.cloudfront.net/wp-content/uploads/2017/03/ 
30174202/Africa-wealth-report-20171.pdf.

12. An ultra-HNWI is an individual with net assets of at least USD 30 or 
USD 50 million, depending on the source of the definition.

13. African Tax Administration Forum (ATAF), African Tax Outlook 2017 
p. 84 (2nd ed., ATAF 2017).

14. OECD, Engaging with High Net Worth Individuals on Tax Compliance 
(OECD 2009).
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According to a recent International Monetary Fund (IMF) 
report, all countries should promote inclusive growth to 
avoid excessive inequality that can impede social mobil-
ity, erode social cohesion and ultimately damage growth.15 
This is connected to globalization and urbanization. Cur-
rently, more than 50% of the world’s population lives in 
cities, and this is anticipated to increase to approximately 
70% by 2050, which means that another 2.5 billion people 
will move to urban centres. South Africa may serve as an 
example of a country in which, according to estimates, 
around 385,000 citizens were lifted out of poverty between 
2008 and 2014 by moving from rural to urban areas.16 

This has necessitated a shift in the focus of tax admin-
istrations and changes in international tax rules. The 
extended work of the OECD’s Global Forum on Trans-
parency and Exchange of Information (the Global Forum) 
has improved common reporting standards and increased 
cross-border cooperation between agencies, building 
the capacity to develop new strategies towards HNWIs. 
However, this comes with a challenge, as tax administra-
tions face the question of how to balance trying to keep 
HNWIs in the country with making them pay their fair 
share of taxes at the same time. This requires not only a 
solid legal framework for operations, but also the devel-
opment of strategies to uncover and recover hidden assets, 
supported by the relevant skills on the part of agency 
employees.

Failure to address compliance risks in this small but often 
highly visible group of taxpayers can result in the erosion 
of trust in the fairness of the tax administration, which 
tends to reduce voluntary compliance in the wider tax-
payer population.17 Consequently, the question remains as 
to how to leverage the tax and financial transparency ini-
tiatives of the G20, the outcomes produced by the Global 
Forum, the Financial Action Task Force (FATF) and the 
European Union’s efforts to encourage HNWIs to regu-
larize their affairs.

4.  The Legal Framework in which HNWIs and 
Their Advisers operate

In response to the new economic and political envi-
ronment, a number of innovative international initia-
tives have arisen, with a potentially significant effect on 
HNWIs and their advisers. First, higher standards of 
transparency and information exchange in tax matters 
have been developed, thereby leading to the creation of 
the Global Forum. Next, there was the global shift towards 
automatic exchange of information (AEOI), followed by 
the adoption of the Common Reporting Standard (CRS). 
Recently, these efforts were complemented by the initia-
tive that is intended to reveal the ultimate owners of trusts, 
foundations and other opaque vehicles that result from 
the drive for registers of the ultimate beneficial owners. 

15. IMF Fiscal Monitor, Capitalizing on Good Times p. xi (2018).
16. I. Turok & J. Visagie, Moving to cities uplifts hundreds of thousands, even 

in difficult times, HSRC Review (2017).
17. J. Buchanan & L. McLaughlin, Implementing a High-Wealth Individ-

ual Compliance Program, IMF Revenue Administration, Fiscal Affairs 
Department (2017).

All of these developments mark a shift towards global tax 
transparency.

Increased transparency is not only featuring on the tax 
agenda. Recent years have been marked by an increased 
understanding of the interrelated nature of the fight 
against tax evasion and efforts regarding anti-money 
laundering and counter-terrorist financing (AML/CFT). 
Since 2012, tax crimes have been a predicate offence to 
money laundering,18 and the scope of designated non-fi-
nancial businesses and professions (DNFBPs) now also 
covers tax intermediaries.19 

18. A list of designated offences under Financial Action Task Force (FATF), 
International Standards of Combating Money Laundering and the 
Financing of Terrorism and Proliferation (2012) [hereinafter FATF Rec-
ommendations (2012)] includes the following 23 categories of offences:
– participation in an organized criminal group and racketeering;
– terrorism, including terrorist financing;
– trafficking human beings and migrant smuggling;
– sexual exploitation, including the sexual exploitation of children;
– illicit trafficking of narcotic drugs and psychotropic substances;
– illicit arms trafficking;
– illicit trafficking of stolen and other goods;
– corruption and bribery;
– fraud;
– counterfeiting currency;
– counterfeiting and piracy of products;
– environmental crime;
– murder;
– grievous bodily injury;
– kidnapping;
– illegal restraint and hostage-taking;
– robbery or theft;
– smuggling, including in relation to customs and excise duties and 

taxes;
– tax crimes related to direct taxes and indirect taxes;
– extortion;
– forgery;
– piracy; and
– insider trading and market manipulation.

19. Under the FATF Recommendations (2012), “designated non-finan-
cial businesses and professions” (DNFBPs) are defined by the follow-
ing exhaustive list of six subject persons that are expected to have an 
increased probability of being exposed to the proceeds of crime in their 
regular professional activities or business:
– casinos;
– real estate agents;
– dealers in precious metals;
– dealers in precious stones;
– lawyers, notaries, other independent legal professionals and 

accountants, which refer to sole practitioners, partners or employed 
professionals within professional firms but does not encompass 
“internal” professionals that are employees of other types of busi-
nesses, nor to professionals working for government agencies who 
may already be subject to anti-money laundering/counter-terrorist 
financing (AML/CFT) measures; and

– trust and company service providers, which refer to all persons or 
businesses that are not covered elsewhere under these Recommen-
dations and, as a business, provide any of the following five services 
to third parties:
– acting as a formation agent of legal persons;
– acting as or arranging for another person to act as a director or 

secretary of a company, a partner of a partnership or a similar 
position in relation to other legal persons;

– providing a registered office, business address or accommoda-
tion, correspondence or administrative address for a company, 
partnership or any other legal person or arrangement;

– acting as or arranging for another person to act as a trustee 
of an express trust or performing the equivalent function for 
another form of legal arrangement; and

– acting as or arranging for another person to act as a nominee 
shareholder for another person.

Further, it should be noted that DNFBPs were included in the FATF Rec-
ommendations (2003) (FATF, The Forty Recommendations (2003), avail-
able at www.fatf-gafi.org/media/fatf/documents/ recommendations/
pdfs/FATF%20Recommendations%202003.pdf).
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Probably the most significant change is the international 
acceptance of the need for AEOI. From the beginning, the 
work on the new standard for exchange of information 
was aimed at making it harder for taxpayers to make, hold 
and manage investments through financial institutions 
outside of their countries of residence. The most import-
ant trigger was the US Foreign Account Tax Compliance 
Act (FATCA),20 which, in certain circumstances, imposes 
the requirements of examining, collecting and transfer-
ring bulk information on US citizens. The obligation to 
report such information was imposed on non-US finan-
cial institutions. In this context, it should be noted that 
the later work by the OECD – in particular, the CRS – was 
modelled after the US initiative.21 

Countries enter into AEOI either by including article 26 
of the OECD Model22 in the tax treaties that they conclude 
or by becoming signatories to the Multilateral Conven-
tion on Mutual Administrative Assistance in Tax Mat-
ters.23 States prefer the latter option given its global reach. 
It also provides for all forms of administrative coopera-
tion and strict rules on confidentiality. As noted previ-
ously in this section, one of the key pillars of the AEOI 
is the CRS. The CRS requires financial institutions to 
report financial account information to tax administra-
tions. The information is then exchanged by tax admin-
istrations with their exchange partners.24 The CRS covers 
different types of investment income, including inter-
ests, dividends and similar types of income. If a finan-
cial account is held by passive, non-financial entities, 
the financial institution must apply the look-through 
approach. This situation means the financial institution 
in question must look through shell companies, trusts 
and legal arrangements with the objective of establishing 
who is a controlling person. The CRS defines controlling 
persons by a reference to the FATF concept of a benefi-
cial owner. This concept defines “the natural persons who 
exercise control over an entity”.25 For reporting purposes, 
the financial institutions must apply a robust set of due 
diligence procedures.

The most recent important development within the 
framework of AEOI is the proposal for mandatory disclo-
sure rules with regard to CRS avoidance arrangements.26 

20. US: Foreign Account Tax Compliance Act (FATCA) (2010).
21. M. Somare & V. Wöhrer, Automatic Exchange of Financial Information 

under the Directive on Administrative Cooperation in the Light of the 
Global Movement towards Transparency, 43 Intertax 12, pp. 804-815 
(2015).

22. OECD Model Tax Convention on Income and on Capital (21 Nov. 2017), 
Models IBFD.

23. Convention between the Member States of the Council of Europe and 
the Member Countries of the OECD on Mutual Administrative Assis-
tance in Tax Matters (25 Jan. 1988) (as amended through 2010), Trea-
ties IBFD [hereinafter Council of Europe-OECD Mutual Assistance 
Treaty (1988)]; and OECD, Standard for Automatic Exchange of Finan-
cial Account Information in Tax Matters (OECD 2014).

24. With regard to the Council of Europe-OECD Mutual Assistance Treaty 
(1988), automatic exchange of information (AEOI) requires a separate 
agreement between the competent authorities of the parties. AEOI 
always occurs on a bilateral basis.

25. FATF Guidance on Transparency and Beneficial Ownership, sec. III 
(Oct. 2014).

26. At the time of the WU GTPC conference, only the draft rules were avail-
able. The final wording was published on 9 Mar. 2018.

These arrangements require tax intermediaries to inform 
tax administrations of any schemes put in place for the 
clients to avoid reporting under the CRS or to prevent 
the identification of the beneficial owners of entities or 
trusts.27 Once implemented, the arrangements may have 
a direct effect on an HNWI’s tax advisers.

In addition to AEOI, currently financial institutions are 
subject to reporting obligations as a part of the AML 
framework. Guided by the FATF recommendations, 
countries impose reporting obligations on DNFBPs.28 
The obligations are a risk-based set of prudential prin-
ciples. DNFBPs monitor transactions and customer due 
diligence procedures. If a reporting entity suspects that 
a transaction may be connected to money laundering, it 
must submit a suspicious transaction report to an FIU. 
DNFBPs must look through the whole ownership chain to 
counter the misuse of companies, trusts and legal arrange-
ments that are intended to disguise the persons who are 
entitled to financial proceeds. In order to do this, DNFBPs 
have to identify (i) the natural person(s) who ultimately 
own(s) or control(s) a customer; and/or (ii) the natural 
person on whose behalf a transaction is being conducted. 
This also includes persons who exercise ultimate effective 
control over a legal person or arrangement.29 As such, both 
within AEOI and the AML/CFT framework, the ultimate 
objective is to identify a beneficial owner.

The simultaneous efforts of the OECD and the FATF are 
enhanced further by a growing need for central registries 
of beneficial ownership. For such purposes, both organi-
zations rely on the same definition of a “beneficial owner”, 
which is a person “who really owns and controls entit-
ies and other legal arrangements”.30 The efforts have been 
guided and supported mainly by the G20. The sugges-
tion for central registries was featured already in the G20 
High-Level Principles on Beneficial Ownership Transpar-
ency.31 Following the Anti-Corruption Summit in London 
in 2016, six countries announced that they would estab-
lish public registers of beneficial ownership.32 Against 
this background, the European Commission went a step 
further and agreed on the 4th AML Directive (2015/849).33 

27. OECD, The Model Mandatory Disclosure Rules for CRS Avoidance 
Arrangements and Opaque Offshore Structures (OECD 2018), available 
at www.oecd.org/tax/exchange-of-tax-information/model-mandato 
ry-disclosure-rules-for-crs-avoidance-arrangements-and-opaque-off 
shore-structures.htm. At the time of writing this article, the model did 
not have binding effect in any jurisdictions. 

28. Paras. 22-23 and 28 FATF Recommendations (2012).
29. Id., at Glossary.
30. OECD Secretary-General Report to G20 Finance Ministers p. 10 (OECD 

2016).
31. G20 High-Level Principles on Beneficial Ownership Transparency 

(G20 2014), available at www.ag.gov.au/CrimeAndCorruption/Anti 
Corruption/Documents/G20High-LevelPrinciplesOnBeneficialOwn 
ershipTransparency.pdf (accessed 30 Aug. 2018).

32. The full list of commitments announced at the London Summit is 
 contained in UK: Government, Policy paper – Anti-Corruption 
Summit: Country statements (12 May 2016), available at www.gov.
uk/government/publications/anti-corruption-summit-country-state 
ments (accessed 30 Aug. 2018).

33. Directive (EU) 2015/849 of the European Parliament and of the Council 
of 20 May 2015 on the Prevention of the Use of the Financial System 
for the Purposes of Money Laundering or Terrorist Financing, amend-
ing Regulation (EU) 648/2012 of the European Parliament and of the 
Council and repealing Directive 2005/60/EC of the European Parlia-
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The 4th AML Directive imposes an obligation on the EU 
Member States to create beneficial ownership registers. 
In contrast to previous efforts, the EU initiative covers 
not only beneficial owners of entities, but also those in 
relation to trusts and equivalent arrangements. The Euro-
pean Union further continues its work on improving the 
AML framework, and in December 2018, the text of the 
proposed 5th AML Directive should be agreed.34 The new 
aspect of the AML Directive introduces some improve-
ments. Among other things, the proposed 5th AML 
Directive would extend the scope of the obligations under 
the 4th AML Directive to other DNFBPs, for example, 
virtual currency service providers. In addition, it would 
introduce better interconnectivity to facilitate coopera-
tion between the Member States.

Although the new transparency standards open ways to 
detect and investigate beneficial owners, there are still 
some obstacles that tax administrations may encounter in 
uncovering the ultimate beneficial owners. Among these 
obstacles, legal professional privilege – in some countries, 
referred to as professional secrecy or client-attorney priv-
ilege – may be a powerful obstacle to getting access to the 
information. If there is a disagreement regarding the scope 
of confidentiality, this results in court cases, which are 
costly, time-consuming and complex, particularly when 
several jurisdictions are involved. Consequently, the chal-
lenges posed by legal privilege call for further research.

Partly due to protection granted by professional legal 
privilege, another weakness that is featured high on the 
AML/CFT agenda is the limited engagement of DNFBPs. 
To date, the available data indicates that most of the sus-
picious transaction reports submitted to FIUs were made 
by financial institutions rather than the wider realm of 
DNFBPs. There are even countries that strongly oppose the 
FATF recommendation to involve DNFBPs in the report-
ing of suspicious transactions (for example, Australia). As 
a result, accountants and lawyers, who are also regarded 
as the gatekeepers of financial markets, very rarely report 
any suspicious transactions. To give some examples, in 
2015, no suspicious transactions were reported by nota-
ries in Luxembourg, less than 1% of total suspicious activ-
ity reports were submitted to the Slovenian authorities by 
lawyers and less than 2% of total suspicious activity reports 
were submitted to the Italian authorities by accountants 
and lawyers. In this context, it may not be surprising that 
none of the members of FATF or FATF-Style Regional 
Bodies (FSRBs) are currently regarded as being compli-
ant with recommendations dealing with reporting suspi-
cious transactions by DNFBPs (see Table 1). 

The new transparency standards are changing the envi-
ronment in which HNWIs and their advisers operate by 
minimizing opportunities for hiding assets and cash off-

ment and of the Council and Commission Directive 2006/70/EC (Text 
with EEA relevance), OJ L 141 (2015) [hereinafter 4th AML Directive 
(2015/849)].

34. Proposal for a Directive of the European Parliament and of the Council 
amending Directive (EU) 2015/849 on the Prevention of the Use of the 
Financial System for the Purposes of Money Laundering or Terrorist 
Financing and amending Directive 2009/101/EC, COM(2016) 450 final 
[hereinafter proposed 5th AML Directive].

shore. These changes herald better access to information 
regarding the ultimate owners of corporations, trusts, 
foundations and other opaque vehicles and, as a result, 
the HNWIs that make use of these vehicles to escape the 
attention of tax administrations.

5.  The New Compliance Strategies Addressing 
HNWIs

5.1.  Various approaches

In many countries, the new tax and AML transparency 
agenda provides a foundation for building a compliance 
strategy specifically addressing HNWIs. There are a few 
particular measures that tax administrations undertake 
in order to (i) help compliant taxpayers regularize their 
affairs and improve the services offered; and (ii) trace more 
efficiently and effectively and investigate non-compliant 
taxpayers. In this context, the following two main trends 
can be observed: (i) strategies addressing the structures 
adopted by tax administrations (see section 5.2.); and (ii) 
enforcement measures (see section 5.3.). A number of tax 
administrations have improved their operational effect-
iveness by moving toward HNWI units.36 They have also 
adopted new enforcement approaches that encompass the 
whole concept of compliance, thereby covering compliant 
and non-compliant taxpayers. Consequently, voluntary 
disclosure rules and unexplained wealth orders (UWOs) 
are growing in importance.

5.2.  The structures adopted by tax administrations

Often, effective compliance strategies are structured 
around segments of taxpayers.37 These can be large busi-
ness taxpayers, medium-sized enterprises or individual 

35. The full table with the latest ratings is contained in FATF, Consoli-
dated assessment ratings, available at www.fatf-gafi.org/publications/
mutualevaluations/documents/assessment-ratings.html.

36. OECD, Tax Administration: Comparative Information on OECD and 
Other Advanced and Emerging Economies pp. 51-52 (OECD 2017), avail-
able at http://dx.doi.org/10.1787/tax_admin-2017-en.

37. B. Russell, Revenue Administration: Developing a Taxpayer Compliance 
Program p. 2 (IMF 2010), available at www.imf.org/external/pubs/ft/
tnm/2010/tnm1017.pdf.

Table 1:  Compliance rating with recommendation 28 
regarding the obligation to report suspicious 
transactions by DNFBPs based on the peer reviews 
conducted by FATF and FSRBs35

Rating Country

compliant None

Largely compliant Austria, Denmark, Ireland, Isle of 
Man, Italy, Macau, Malaysia, Portugal, 
Spain, Sweden, Switzerland

Non-compliant Australia, Bhutan, Botswana, costa 
rica, Nicaragua, Mongolia, Sri Lanka, 
Uganda, United States

Partially compliant Andorra, Armenia, Bahamas, 
Bangladesh, canada, cambodia, 
cuba, ethiopia, Fiji, Guatemala, 
Honduras, Hungary, Jamaica, Mexico, 
Norway, Samoa, Serbia, Singapore, 
Slovenia, trinidad and tobago, 
tunisia, Vanuatu, Zimbabwe
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taxpayers. The choice of a segment is instructed by com-
pliance risks posed and specific tax-relevant features 
that matter in the administration of a tax system. In this 
context, HNWIs have been recognized as a group with 
many shared characteristics that warrants particular 
attention.38 

First, typically, HNWIs and their compliance with legal 
frameworks are observed by the wider society. As a 
result, their compliance may have an effect on overall tax 
morale. The wider society may pay attention to whether 
the wealthy pay their fair share. Second, they are import-
ant economic actors in their own right and through their 
business interests. Third, they have complex tax affairs 
that are not easy to manage alongside the general pop-
ulation of taxpayers. HNWIs often invest offshore and 
are internationally mobile. They also seek exposure for 
investment opportunities outside their residence coun-
tries. HNWIs can afford the setup costs involved in creat-
ing complex and opaque offshore structures. Wealth pro-
tection may be an important driver for investing in safe 
havens. Fourth, they are a significant source of revenue. 
The sources of their wealth can often be categorized under 
one of the following three types: (i) money realized from 
criminal activity; (ii) active entrepreneurial activities; and 
(iii) inherited wealth.

Considering these common characteristics, the Forum on 
Tax Administration (FTA) recommends moving towards 
the segmentation of tax administrations and establishing 
separate segments for HNWIs. The appropriate organi-
zational and management arrangements are regarded as 
essential for providing the appropriate level of attention 
to HNWIs given their particular characteristics.39 The 
objective of an HNWI unit is to furnish tailored services 
regarding the risks posed by HNWIs.

The creation of an HNWI unit has important implica-
tions for both the organization and the governance of 
tax administrations. They are expected to bring together 
highly skilled officers who can undertake risk analysis, 
audit and debt collection, thereby matching the level of 
expertise and knowledge needed to address the affairs of 
HNWIs.40 There are a number of issues that need to be 
better understood by tax officials dealing with HNWIs. 
These are (i) financial arrangements; (ii) structures used 
for investment and wealth planning; (iii) specific inter-
national tax issues; (iv) succession issues; (v) privacy con-
cerns; and (vi) HNWIs’ risk positions. The relevant staff 
can receive targeted training and, as a result, improve the 
understanding of the HNWI population over time. This 
may be of particular importance to tax administrations 
with limited resources.

An HNWI unit not only brings potential benefits for the 
tax administration. It may also be viewed as an added 

38. OECD, Engaging with High Net Worth Individuals on Tax Compliance 
(OECD 2009).

39. OECD, The Organisation of Revenue Bodies, in Tax Administration 2015: 
Comparative Information on OECD and Other Advanced and Emerging 
Economies p. 96 (OECD 2015), available at http://dx.doi.org/10.1787/
tax_admin-2015-6-en (accessed 30 Aug. 2018).

40. OECD, supra n. 38, at p. 53.

value from the perspective of HNWIs, as it is expected 
to result in a level of accountability for a consistent and 
timely response by tax administrations. It should enhance 
the relationship between HNWIs, their advisers and tax 
officials. It should also lead to improved certainty for the 
HNWIs. A single point of contact may offer a more con-
sistent and efficient response from tax administrations. 
Consequently, compliant HNWIs may be more willing 
to cooperate with a tax administration when dealing with 
their tax matters.

Setting up a dedicated HNWI unit may bring more wide-
spread implications for the wider society. Such arrange-
ments deliver a message that non-compliant HNWIs are 
at risk of increased scrutiny, which should have import-
ant behavioural results, thereby reducing aggressive tax 
avoidance and increasing voluntary compliance.

In order to realize all of these objectives, the establish-
ment of an HNWI unit may need to be accompanied by a 
wider communication policy. As a result, some countries 
have decided to publish guidelines explaining the services 
of an HNWI unit and expectations that are addressed to 
HNWIs. Australia is an example of a country implement-
ing such developments.41 

5.3.  Enforcement measures

Operational changes are not the only measures that tax 
administrations adopt to improve the effectiveness of 
their actions. While moving towards segmentation of 
their HNWIs, tax administrations often decide to take 
up measures affecting enforcement. They want to provide 
some incentives for those engaged in non-compliance to 
come forward (e.g. through voluntary disclosure pro-
grammes), but also want to better address those who 
remain non-compliant.

A voluntary disclosure programme offers an opportunity 
for non-compliant taxpayers to regulate their tax affairs. 
Depending on the design of the programme, in exchange 
for the disclosure of non-compliance with tax law obliga-
tions, taxpayers may benefit from reduced penalties and 
interest charges, together with some form of protection 
from prosecution. The programme does not affect the 
amount of tax due. 

The programme must be regarded as an integral part of a 
broader compliance strategy that is intended to enhance 
tax compliance and raise revenues. In addition, it is 
expected to improve the ability of the tax administration 
to detect tax evasion and incentivize taxpayers to disclose 
their tax affairs. As such, it offers a clear and intelligible 
route to regularization and increased tax honesty and 
compliance. It also facilitates asset repatriation. 

Such programmes are often confused with tax amnesty. 
A tax amnesty permits taxpayers to pay less tax than they 
would have paid if they had been fully compliant. In con-

41. See Australian Tax Office, Wealthy and wise: A tax guide for Australia’s 
wealthiest people (2008). The guide contains information on what types 
of services the Australian HNWI unit delivers. See OECD, supra n. 38, 
at p. 55.
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trast to voluntary disclosure programmes, tax amnesties 
operate by waiving tax. This potentially results in erosion 
of the gross revenue collected from amnesties and nega-
tively affects overall tax compliance.42 

In terms of design, there a few key decisions that tax 
administrations must make when putting in place a vol-
untary disclosure programme.43 The first of these refers 
to whether a programme is established on a permanent 
or a temporary basis. The conditions relating to the pro-
gramme must clearly indicate its scope. The programme 
must state the taxes and tax periods covered. The incentive 
built into the programme must be explained succinctly. 
The programme may cover immunity from prosecution, 
release from paying a fine or a lower rate of interest. Next, 
the process, including the reporting requirements, must 
be set out. In addition, the design of the programme may 
address intermediaries and gather intelligence regarding 
the mechanisms used with regard to non-compliance. The 
launch and operations within the programme must be 
communicated clearly. Finally, attention must be paid to 
the management of the programme. In particular, the pro-
gramme must be evaluated, and both its costs and benefits 
need to be tracked. The results of the evaluation should 
be part of the communication regarding the progress of 
the programme. 

In the past, voluntary disclosure programmes were viewed 
as susceptible to misuse for money laundering purpos-
es.44 In particular, this occurred when financial institu-
tions were exempt from the requirements to conduct full 
customer due diligence checks on taxpayers and declared 
funds.45 The risk of misuse has been recognized at the 
international level. As a result, the FATF has formulated a 
number of recommendations that should guide the design 
of a voluntary disclosure programme. First and foremost, 
any disclosed assets should be subject to the effective appli-
cation of the AML/CFT preventative measures. Taxpay-
ers cannot be exempted from AML/CFT requirements. 
On the contrary, financial institutions should identify the 
beneficial owner of the account into which the assets are 
being transferred, repatriated or deposited. The informa-
tion related to the programme should be shared by the 
tax administration with other public bodies, i.e. FIUs, 
law enforcement agencies, supervisory authorities, pros-
ecutorial authorities and customs administrations. The 
agencies should cooperate in the design, implementation 
and coordination of the programme. Given the fact that 
the voluntary disclosure programme may have an effect 
on more than one country, the authorities should adopt 
a policy of international cooperation. Consequently, the 
information obtained should be subject to exchange of 

42. K. Bear & E. Le Borgne, Tax Amnesties, Theory, Trends and Some Alter-
natives p. 56 (IMF 2008).

43. OECD, Update on Voluntary Disclosure Programmes: A Pathway to Tax 
Compliance pp. 13-20 (OECD 2015).

44. FATF, Best Practices Paper: Managing the Anti-Money Laundering and 
Counter-Terrorist Financing Policy Implications of Voluntary Tax Com-
pliance Programmes (FATF 2012).

45. Id., at p. 2.

information to mitigate the risks of money laundering and 
terrorism financing.46 

Besides the measures incentivizing tax compliance by 
HNWIs, tax administrations may be interested in imple-
menting other instruments that could complement and 
strengthen their enforcement power. An interesting prac-
tice has been recently employed in the United Kingdom, as 
well as in some other countries. In the autumn of 2017, the 
UK Criminal Finance Act was enacted, which introduced 
a UWO.47 This measure is very innovative. So far, such a 
measure has only been introduced in a few other coun-
tries, among which are Australia, Colombia and Ireland.

To put it simply, a UWO is an order for individuals to 
explain their wealth. It is applied when there is a discrep-
ancy between the value of property acquired by a given 
individual and the known sources of lawfully obtained 
wealth of that individual. Once an order has been obtained, 
the individual in question must provide an explanatory 
statement, regardless of any potential restriction on the 
disclosure of information.48 In cases of non-compliance 
with the UWO, the order automatically instigates the civil 
recovery regime and the property acquired by the means 
of unexplained wealth is presumed to be recoverable prop-
erty. Any case of a “false or misleading” statement by the 
individual is deemed a criminal offence.

The two important characteristics of the UWO are the 
lack of any requirement for a criminal charge and a rever-
sal of the burden of proof. Its personal scope is limited 
and only applies to “politically exposed persons” (exclud-
ing those from the United Kingdom or the European 
Economic Area (EEA)) or to persons for which there are 
“reasonable grounds for suspecting” a link with “serious 
crime”, and only to properties of GBP 50,000 or more in 
value. As a result, the UWO is expected to help overcome 
the weaknesses of traditional enforcement measures, such 
as civil forfeiture. It is also better equipped to address the 
globalization of crime, which exploits the fact that it is 
increasingly easy to move funds and capital to all parts of 
the globe, but at the same time, it is harder to investigate.49 

Overall, the new measures can contribute to the strength-
ened organization and management of tax administra-
tions, which better prepared them for tax collection. In 
addition, it should help improve capacity with regard to 
the core functions of tax administrations by providing 
better insight into specific issues of taxpayers.

46. Id., at p. 6.
47. UK: Criminal Finances Act 2017, available at www.legislation.gov.uk/

ukpga/2017/22/contents.
48. The only exception is legal privilege. See id., at sec. 362G (2).
49. For more detailed information regarding the unexplained wealth order 

as implemented in the United Kingdom, see R. Julien, Unexplained 
wealth orders (UWOs) under the UK’s Criminal Finances Act 2017: The 
role of tax laws and tax authorities in its successful implementation, 
Working Draft (2017).
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6.  regional Developments in Africa

6.1.  In general

In Africa, Kenya, Mauritius, South Africa, Swaziland and 
Uganda have all established specialized HNWI units. Pri-
marily, these units are tasked with monitoring HNWI 
compliance with tax laws by way of audits, research and 
intelligence gathering. In addition, most of these tax 
administrations have appointed relationship managers 
to deepen their understanding of HNWIs and develop 
a mutually beneficial relationship, as well as to educate 
HNWIs with regard to their obligations.50 

6.2.  South Africa

With regard to South Africa, the activities of the South 
African Revenue Service (SARS) can be used as an 
example. The SARS has divided HNWIs into the follow-
ing three segments: (i) less aff luent individuals who earn 
less than ZAR 3 million per annum (approximately USD 
250,000); (ii) aff luent individuals who earn between ZAR 
5 million and ZAR 7 million a year (around USD 420,000 
to USD 580,000) or who have assets worth more than ZAR 
16 million (about USD 1.333 million); and (iii) HNWIs 
with income of more than ZAR 7 million per annum 
(approximately USD 580,000) or who have net assets of 
more than ZAR 40 million (around USD 3.333 million).

The SARS identifies HNWIs using third-party informa-
tion. The tax administration system of the SARS is inte-
grated with other government systems, such as the public 
bodies that manage deeds of trust and property registers, 
which enables the SARS to develop its own trust system. 
The SARS then uses a risk matrix for risk profiling to select 
individuals and their associated trusts and companies for 
audit and compliance checks. The trust engine also has 
built-in audit trails that track distributions to trust bene-
ficiaries, thereby creating links with third-party informa-
tion systems, which can be useful for tracking non-com-
pliant individuals.51 

South Africa also shares information with its neighbour 
Swaziland that, in addition to the publicly available infor-
mation, can be used to conduct desk audits as well as ana-
lysing the lifestyles of targeted individuals and building 
up profiles that can be used for future compliance moni-
toring.52 The strategy of the SARS, therefore, includes the 
following:
– gathering information from publicly available 

sources, such as the media;
– establishing channels for accessing local and offshore 

third-party information;
– proactive engagement with HNWIs and their advis-

ers and intermediaries in order to understand 
HNWIs, how they structure their affairs and their 
needs, as well as to identify the advisers and interme-
diaries who are not compliant with the law and take 
remedial action to foster compliance;

50. ATAF, supra n. 13, at pp. 84-85.
51. Id., at p. 84.
52. Id., at p. 85.

– proper research and analysis to understand the needs 
of this taxpayer segment;

– a good risk profiling matrix to identify non-compli-
ant HWNWIs; and

– a sound legislative basis for any action taken.

The key message that the SARS wants to send is that all 
taxpayers must pay their fair share while at the same 
time be entitled to the provision of efficient services by 
the SARS, regardless of their income level and standing 
in society.

The SARS has also embraced voluntary disclosure and 
compliance programmes to encourage HNWIs to reg-
ularize their past affairs.53 However, the SARS has been 
careful not to design these programmes in such a way as 
to make them tax amnesties. Permanent voluntary dis-
closure and compliance programmes are in place, which 
clearly state the entitlement to access, the requirements for 
using these programmes, the potential possible relief avail-
able and under which circumstances the programmes can 
be withdrawn. In addition, the SARS offered a temporary 
Special Voluntary Disclosure Programme with regard to 
offshore assets from 1 October 2016 to 31 August 2017.

South Africa is a member of the Global Forum and has 
signed bilateral and multilateral exchange-of-information 
agreements. It commenced AEOI agreements with almost 
50 jurisdictions in 2017 and hopes that this will enable it 
to access information from financial centres that can be 
used to identify South Africans who own wealth outside 
of South Africa. The SARS considers such information 
to be crucial, as it should enable it to verify information 
obtained locally from third parties and offshore.

6.3.  Uganda

In Uganda, following a study on the activities of HNWIs, 
the Uganda Revenue Authority (URA) established an 
HNWI unit in September 2015.54 A specialized HNWI 
unit appears to have been beneficial for Uganda in three 
ways. First, before the HNWI unit was established in Sep-
tember 2015, there were only 17 HNWIs on the radar of 
the URA. However, as at the end of June 2017, this number 
had increased significantly to 117 HNWIs and 239 indi-
viduals categorized as very important persons (VIPs)55 
with fully updated profiles, which includes income from 
sources not previously declared and therefore not subject 
to tax. Second, the URA has seen an improvement in the 
filing patterns of identified HNWIs. Prior to Septem-
ber 2015, the relevant ratio was 13%, but this had risen to 

53. Id., at p. 86.
54. Id., at p. 95. See also J. Kangave et al., Boosting Revenue Collection 

through Taxing High Net Worth Individuals: The Case of Uganda, ICTD 
Working Paper No. 45, (Institute of Development Studies (IDS) 2016); J. 
Kangave et al., What Can We Learn from the Uganda Revenue Author-
ity’s Approach to Taxing High Net Worth Individuals?, ICTD Working 
Paper No. 72 (IDS 2018); and J. Kangave et al., Taxing High Net Worth 
Individuals: Lessons from the Uganda Revenue Authority’s Experience, 
ICTD Summary Brief No. 14 (IDS 2018).

55. For more on the VIP Group, see Kangave et al. (2016), id., at p. 19. VIPs 
are not necessarily HNWIs, but they are potentially HNWIs due to the 
links that exist between politically exposed persons (PEPs) and wealth 
in Uganda. Most PEPs have turned out to be very wealthy and therefore 
need careful monitoring.
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78% at the end of June 2016. Improved filing could result 
in more declarations or more information that the URA 
can use for tax compliance monitoring. Third, there has 
been a significant improvement in revenue collected from 
HNWIs. As at 30 June 2016, for financial year 2015/16, the 
HNWI unit had collected over USD 5.5 million in rental 
tax, personal income tax, VAT and stamp duty, in contrast 
to the USD 390,000 collected from the same category as at 
30 June 2015 for financial year 2014/15. The latest reports 
indicate that a total of USD 11.44 million had been col-
lected as at 30 June 2017 for financial year 2016/17.56 

Apart from establishing the HNWI unit, the URA also 
focused on educating HNWIs regarding their tax obli-
gations. This was borne out of the realization that not all 
non-compliance is intentional. Rather, it could be due to 
a lack of sufficient information on tax obligations.57 In 
addition, the need for improving the skills and technical 
capacity of URA officers was identified as key for under-
standing the HNWI sector and therefore ensuring com-
pliance.58 

However, one of the main challenges is that HNWIs in 
Uganda are mostly members of the political elite. This 
makes it hard to introduce policy proposals to facilitate 
the effective taxation of the sector, as there must be politi-
cal will to realize this.59 The fact that the URA is only par-
tially autonomous and that the head as well as the board 
is appointed by the Minister for Finance could lead to less 
than full enforcement of the law against non-complaint 
HNWIs who are politically connected as result of the fear 
of dismissal from their positions.60 In addition, the lack 
of information sharing between the URA and other gov-
ernment departments could contribute to the URA not 
having full facts regarding HNWIs, and therefore to the 
ineffective administration of this sector.61 

There are a number of lessons that can be drawn from 
the experience of the URA. These include the following:
– special emphasis should be placed on educating 

HNWIs regarding their obligations;
– collaboration and information exchange within and 

outside of the tax administration as well as cross-bor-
der is essential for developing HNWI profiles; and

– support from the top is critical in a jurisdiction 
where HNWIs are mostly politically exposed persons 
(PEPs) and wield political inf luence.62 

56. Kangave et al. (2018), Taxing High Net Worth Individuals: Lessons 
from the Uganda Revenue Authority’s Experience, supra n. 54, at p. 5. 
See also ATAF, supra n. 13, at p. 95 for the collections up to financial 
year 2015/16. For more on these achievements, see Kangave et al. (2018), 
What Can we Learn from the Uganda Revenue Authority’s Approach to 
Taxing High Net Worth Individuals?, supra n. 54, at pp. 15-16.

57. Kangave et al. (2016), supra n. 54, at p. 28.
58. Id., at p. 32.
59. Id., at pp. 12 and 27-28; and Kangave et al. (2018), Taxing High Net Worth 

Individuals: Lessons from the Uganda Revenue Authority’s Experience, 
supra n. 54, at pp. 2-3.

60. Kangave et al. (2016), supra n. 54, at p. 17.
61. Kangave et al. (2018), Taxing High Net Worth Individuals: Lessons from 

the Uganda Revenue Authority’s Experience, supra n. 54, at p. 2.
62. Id., at pp. 6-7.

7.  The Application of Modern Technology

Even though the current concerns and objectives of tax 
administrations are largely independent of develop-
ments in technology, in the context of ongoing efforts to 
improve the capacities of tax administrations, FIUs and 
law enforcement agencies, new technologies can be con-
sidered to potentially be very important. The fact that 
more households in developing countries own a mobile 
phone than have access to electricity or clean water pres-
ents an unprecedented opportunity to use digitalization 
to promote development.63 

Modern technologies have an enormous potential to 
improve efficiency of public institutions and reduce com-
pliance costs at the same time. As such, they may offer a 
win-win situation for all stakeholders. They can contrib-
ute to bridging gaps and encouraging a more inclusive 
and cohesive society. The promotion of inclusive societ-
ies, in which individuals can participate actively in public 
life and have access to goods and services, can enhance 
social cohesion and resilience and thus reduce fragility 
and improve the well-being of society.

Distributed ledger technologies (DLT), in particu-
lar blockchain,64 which combines DLT technology and 
smart contracts, have significant potential to drive sim-
plicity and efficiency through the establishment of new 
infrastructures and processes. With regard to overcom-
ing challenges related to HNWIs, the scope of potential 
application is very broad.65 

Blockchain technology, especially in combination with 
artificial intelligence, could be used to develop advanced 
land and beneficial ownership registers. Through the use 
of real-time accuracy, verification of ownership informa-
tion, increased security and control over sensitive per-
sonal and commercial information, blockchain technol-
ogy enables process automation as well as the development 
of infrastructure to handle increased data volumes. Possi-
ble improvements to data-sharing capabilities could be of 
special importance with regard to HNWIs.66 

63. World Bank Group (WBG), The World Development Report 2016 (avail-
able at http://www.worldbank.org/en/publication/wdr2016). However, 
the Report found that these “digital dividends” are not automatic and 
that not everyone benefits equally. This is because the “analogue com-
plements”, which are needed to enable these benefits, i.e. adequate poli-
cies and regulations, newly required skills and accountable institutions, 
are not equally present everywhere. Consequently, digitalization is not 
a panacea, but it does create a promising opportunity to innovate and 
to work differently.

64. See The Committee of Experts on International Cooperation in Tax 
Matters, Blockchain 101 for Governments, WU GTPC, 15th session 
(17-20 Oct. 2017), available at www.un.org/esa/ffd/wp-content/up 
loads/2017/10/15STM_Blockchain-101.pdf.

65. Blockchain technology offers a broad range of solutions in terms of reg-
isters (see The World Development Report 2016, supra n. 63). However, 
for the purposes of this article, the authors have decided to elaborate 
on the use of modern technologies with regard to land and beneficial 
ownership registers.

66. Worldwide, a number of initiatives that have used blockchain and dis-
tributed ledger-backed solutions have demonstrated highly success-
ful, scalable and sustainable results. In this regard, asset registries and 
document registries using blockchain have been deployed in Estonia, 
Georgia and Sweden. See G. Chavez-Dreyfuss, Sweden Tests Blockchain 
Technology for Land Registry (Reuters 2016); and L. Shin, The First Gov-
ernment to Secure Land Titles on the Bitcoin Blockchain Expands Project 
(Forbes 2017).
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Tax enforcement requires knowledge regarding the own-
ership, size, type and location of assets, which is partic-
ularly challenging in case of HNWIs, whose assets are 
often kept abroad. The recent case of the West Africa 
Leaks revealed the urgent need to fulfil the commitments 
within the FATF framework, for example, by establish-
ing registers of beneficial ownership. Digitalization could 
help governments track down taxes on wealth sheltered in 
low-tax jurisdictions, estimated to be an average of 10% 
of world GDP.67 Although the potential revenue gains 
from this traditionally inaccessible tax base are low at the 
current tax rates, digitalization could facilitate future tax 
collection on income at the source before it escapes the 
reach of tax administrations.68 

With the increased cooperation between countries and 
improved exchange of information, the process has 
already been facilitated. Consequently, the time has come 
to implement national tools, which could help identify 
HNWIs and provide comprehensive, timely and stan-
dardized information as to who owns what and where. 
Property taxation has long been recognized as a viable, 
efficient and progressive means for raising revenues for 
local governments. However, tax collection on property 
is very low in developing countries for various reasons. 
In general, this situation can be attributed to the fact that 
effective property taxation relies on the existence of an 
updated cadastre. As a result, the lack of comprehensive 
records in respect of land registries contributes signifi-
cantly to low or non-taxation in developing countries.69 

Digitalization can support the administration of prop-
erty taxes. Blockchain and DLT could improve property 
record-keeping70 and securely maintain databases for land 
registries. The management of land titles could be con-
ducted with the use of transparent and secure ledgers so 
that data kept in a land register would be immutable and 
no longer vulnerable to corruption or tampering. More-
over, it would enable regulatory authorities to undertake 
real-time audits as well as minimize the costs in relation 
to property rights registration.

Under article 13 of both the OECD Model and UN 
Model,71 countries retain the right to tax gains on the sale 
of foreign companies of which the value is made up of 
real property located in their territories. Developing and 
developed countries have not always been able to exercise 
the taxing rights they have under this article. However, 
a digital land registry makes it relatively easy to identify 
land owned by offshore companies, and the new standards 
on beneficial ownership (BO) make it possible to iden-

67. V. Gaspar & G. Verdier, The Digital Gamble: New Technology Trans-
forms Fiscal Policy, IMF Blog (12 Apr. 2018), available at https://blogs.imf.
org/2018/04/12/the-digital-gamble-new-technology-transforms-fiscal- 
policy.

68. IMF, supra n. 15, at p. xi.
69. R. McCluskey, Five Questions About Property Taxation in Africa: Insights 

from the ICTD Roundtable (Jan. 2016), available at http://www.ictd.ac/
blogs/entry/property-taxation-in-africa.

70. See UK: Government’s Office for Science (2016) Distributed Ledger 
Technology beyond Blockchain, available at: www.gov.uk/go-science 
pp. 6 and 37 (2016).

71. See, most recently, UN Model Double Taxation Convention between 
Developed and Developing Countries (1 Jan. 2011), Models IBFD.

tify the true owners, who will often be HNWIs. The plat-
form for cooperation on tax is working on a toolkit to help 
countries tackle this issue.

Even though property often represents the greatest asset 
of individuals, approximately 70% of world’s popula-
tion does not have access to affordable land administra-
tion services, and the land sector is marked as the third 
most corrupt sector according to data provided by the 
World Bank. Trying to change this situation, blockchain 
increases transparency and independent monitoring. It 
also provides an immutable track of records, which can be 
leveraged as digital backup. All of this combined indicates 
the potential for reducing the transaction costs and time 
of land administration services. Finally, blockchain-based 
real estate markets can help encourage financial inclusion 
within developing countries.

The transparency, immutability and security offered by 
blockchain makes it ideal for use in record-keeping and 
with regard to the ownership of assets. This puts it in a 
unique position to address many of the shortcomings 
evident in current legacy solutions to the problems iden-
tified by the FATF and the OECD.72 

Within the public sector, a number of national and supra-
national jurisdictions are pushing for the establishment of 
centralized registries containing basic legal and beneficial 
ownership information on corporate vehicles. These regis-
tries could enable companies to know who they are doing 
business with, financial institutions to know who their 
customers are, citizens to see who benefits from public 
funds and law enforcement, tax administrations and other 
competent authorities to prevent abuse of secrecy and hold 
individuals accountable for financial crimes, including 
corruption and tax evasion.73 The recent international 
transparency report also recommends that governments 
ensure that at least some verification of beneficial owner-
ship information takes place, such as cross-checking the 
data against other government and tax databases or con-
ducting random inspections.74 

Whereas most African countries currently rely on mem-
oranda of understanding to exchange information with 
both internal and external sources, new technologies 
present the potential to integrate the tax administration 
systems with external systems (in this case land and prop-
erty registries) and even possibly extend to others, such as 
those of banks, trust funds and company registries.75 This 
could positively affect the tax collection and compliance 
function as well as fulfil beneficial ownership require-
ments, as an effective property taxation regime depends 
on the existence of a complete and updated land and prop-
erty register.

72. J.P. Owens, A. Meyer & J. de Jong, Using Blockchain for Transparent Ben-
eficial Ownership Registers, 28 Intl. Tax Rev. 5, pp. 47-50 (2017).

73. Id.
74. G20 Leaders or Laggards? Reviewing G20 Promises on Ending  Anonymous 

Companies, Transparency Intl. (2018), available at www.Transparency.
Org/Whatwedo/Publication/G20_Leaders_Or_Laggards.

75. ATAF, African Tax Outlook 2016 p. 170.
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In order to take full advantage of these new technologies, 
certain policy recommendations can be drawn. An agree-
ment on basic standards with regard to system architec-
ture should be reached. Properly developed infrastruc-
ture, which is coherent and comprehensive, could ease 
the processes of, for example, HNWI identification or 
tax compliance. Moreover, ensuring transparency and 
cross-border f low of information would be invaluable, 
thereby enabling interagency cooperation. In particular, 
when addressing the issue of beneficial ownership, the 
smooth f low of relevant information is necessary.

New technologies can only be beneficial if they are accom-
panied by an adequate legal and political environment. 
If there is a lack of political will and an inadequate legal 
framework, there is little that new technologies can do. 
However, it is very likely that jurisdictions that embrace 
new and secure technologies would have a structural 
advantage. States that adopt new technologies and sup-
plement the processes with necessary, well-designed and 
implemented reforms could significantly strengthen 
financial institutions. Tax administrations remain cau-
tious and are concerned with the transitional issues and 
questions of legal identities, thereby protecting confiden-
tiality and the risk of security breaches. However, all those 
concerns could be addressed if tax administrations engage 
with businesses to develop platforms that meet the needs 
of all parties involved.

Digital solutions not only offer less developed countries 
a way to secure more revenues, but also have the poten-
tial to increase transparency in the operations of the tax 
administration and produce certainty for the taxpayer. 
This position directly inf luences a change in the balance 
of power between taxpayers and tax administrations.76 

8.  The Concerns of HNWIs in the New 
Transparency Environment

Following the latest developments in the international and 
domestic transparency agenda, HNWIs also have their 
concerns. As tax administrations are obtaining better 
and increased access to financial information on taxpay-
ers, one of the primary concerns of HNWIs in this more 
transparent environment is data protection and whether 
their data is securely held with no possibility of leak-
ages to the public. The Offshore Leaks, Lux Leaks, Swiss 
Leaks, Mossack Fonseca Leaks and the Paradise Papers all 
demonstrate that such data may not be secure.77 

76. With regard to how information and communication technology 
(ICT) can accelerate action on the UN’s Sustainable Development 
Goals, see https://www.un.org/sustainabledevelopment/sustainable- 
development-goals/. In this context, Prof. J.D. Sachs, Director of the Earth 
Institute and Special Advisor to UN Secretary-General Ban Ki-moon 
on the Sustainable Development Goals, writes: “ICT is the most power-
ful new tool we have for solving the world’s major challenges” (see J.D. 
Sachs, How Information and Communications Technology Can Achieve 
The Sustainable Development Goals, available at https://www.ericsson.
com/assets/local/news--archive/documents/press- releases/2015/9/ict- 
and-sdg-interim-report.pdf ). It also applies to taxation, in particular 
when resolving some of the issues with HNWIs.

77. Deutsche Welle (DW), From Panama to Paradise: The biggest tax 
evasion data leaks in history, DW (7 Nov. 2017), available at www.dw.com/
en/from-panama-to-paradise-the-biggest-tax-evasion-data-leaks-in- 
history/a-41277967.

The security of HNWIs is closely linked to effective 
data protection. In some countries, there are concerns 
of HNWIs that if information on their wealth becomes 
public, it may be used by criminals to target them and 
their families. Consequently, it carries with it the risk of 
increased kidnappings and ransom demands in some 
jurisdictions.

Access to the private financial information of HNWIs 
may damage their reputations, even where this financial 
information does not point to tax evasion and tax avoid-
ance. For instance, in Iceland, the Prime Minister was 
forced to resign after the leaked Panama Papers revealed 
that his family holds funds in offshore shell companies.78 
In Africa, this is of great concern to HNWIs who are PEPs 
and fear that this data may be used for political reasons, 
despite the fact that the financial information only relates 
to the use of legal, tax-efficient structures.

HNWIs are also concerned that some tax administra-
tions may not have staff who understand their complex 
affairs and therefore cannot keep efficient administration 
on their tax affairs. In Africa, currently only Kenya, Mau-
ritius, South Africa, Swaziland and Uganda have HNWI 
units. Even then, most of these units were established only 
recently and currently are developing specializations in 
this field.79 As a result, the tax policy aspects of HNWI 
taxation may not yet be well developed.

Further, HNWIs must deal with volatile stock markets 
and therefore have to put in place effective plans to protect 
their assets. For some, geopolitical developments mean 
that they naturally hold their assets offshore. At the same 
time, they are planning for succession, so all activities may 
not be necessarily motivated by tax evasion or avoidance.

The fact that assets are held offshore by HNWIs who are 
resident in more than one country may be coupled with 
greater transparency, which may expose them to taxation 
by multiple tax administrations and therefore give rise to 
uncertainty. Consequently, HNWIs crave tax certainty 
that leads to no double taxation in this new environment. 
This calls for stable laws, effective tax credit mechanisms 
and mechanisms for efficiently resolving tax disputes 
across borders.

Some HNWIs may have inherited wealth offshore. Some 
may want to bring their activities within the tax system. 
For this group, their main concern is how tax adminis-
trations can design disclosure programmes that enable 
them to declare their past activities and be tax compli-
ant going forward without suffering heavy penalties. As a 
result, they are interested in a dialogue among themselves, 
their intermediaries and tax administrations.

9.  Conclusions

The discussions presented from the WU GTPC confer-
ence confirm the fact that HNWIs pose an unrelenting 
challenge to tax administrations, FIUs and law enforce-

78. See, for example, O. Helgadóttir, The Panama Papers made Iceland’s 
prime minister resign. Here’s why, The Washington Post (2016).

79. ATAF, supra n. 13.
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ment agencies, including in Africa. National registries of 
the ultimate beneficial owners of opaque vehicles may help 
agencies pierce the corporate veil behind which HNWIs 
often hide and ensure that a fair share of tax is imposed on 
them. New technologies, such as DLT, may make exciting 
new avenues possible for achieving this objective.

Voluntary disclosure programmes can be another useful 
instrument. If well designed, they can prove to play a 
useful role in dealing with legacy issues, but they must 
be monitored carefully so that they are not misused to 
launder the proceeds of financial crimes. Ideally, these 
mechanisms should be undertaken as joint initiatives 
between tax administrations, FIUs and justice depart-
ments. In this respect, the African Tax Outlook demon-
strates that a growing number of tax administrations are 
bringing on board various tax compliance concepts that 
may help adjust their actions towards HNWIs and their 
tax compliance.

However, there are still many problems to be addressed. 
Among these, the problem that calls for a solution is the 
abuse of protection granted by professional secrecy or 
legal professional privilege. This circumstance should not 
pose a barrier to effective criminal investigation of illicit 
activities, as now sometimes happens in practice.

The WU GTPC conference offered a unique platform for 
exchanging ideas and sharing experiences with regard to 
the compliance of HWNIs, particularly among less devel-
oped countries. In addition, given that it was the last event 
of the Tax and Good Governance Project, it provided a 
great opportunity to the team of the Tax and Good Gov-
ernance Project, as well as the UNODC and the WBG, to 
conclude the work undertaken so far and indicate their 
willingness to be associated with and support any fol-
low-up work. Both the WU GTPC conference and the Tax 
and Good Governance Project received strong support 
from participants to continue this approach.
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