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LONDON: Some UK shell companies under off-
shore control may be skirting new rules which
were designed to clamp down on corruption
and tax evasion by forcing businesses to reveal
their true owners, a Reuters analysis of corporate
filings shows.

British government officials have heralded
the rules, which came into effect last month, as a
world-leading transparency move to tackle
crime and urged other nations to follow suit.

Under the new system, statements which UK
companies file when they are set up and on
each anniversary of that date showing changes
in shareholders or directors are supposed to

include details of “Persons with significant con-
trol (PSC)”. For most companies this is straight-
forward. But some owners use nominees or shell
companies, which can have legitimate purposes
but also can mask international crime, govern-
ments and international bodies like the World
Bank say. Of 300 offshore shell companies identi-
fied by Reuters, 22 would typically have been
required to have published the beneficial owner-
ship information by now because their reporting
dates fell in the weeks since July 1, when the
rules came into force.

All but one of them has not done so. The
ways they have avoided the rules lay bare, for

the first time, several loopholes in the new regu-
lation. Twelve filed their annual ownership state-
ment before the new rules came into effect on
July 1, although their anniversaries fell after that
date. They could thus apply the old rules which
did not require them to declare beneficial own-
ers. Others filed late or stated they did not have
any beneficial owners. Shell companies can have
legal aims such as easing access to international
markets or servicing clients in many countries
and none of the actions by the companies nec-
essarily signal improper dealings.

Robert Palmer, policy advisor at advocacy
group Global Witness, said the filings showed

Some shell firms sidestep UK transparency rules
people might be able to hide behind shell
companies despite the new system.

“One of the biggest flaws with the UK
set up is that it is based on self-reporting
and Companies House (which runs the UK
Corporate register) has limited resources to
go after people who fail to provide infor-
mation or provide incorrect information,”
he said. Asked to comment on the ways in
which companies appeared to be sidestep-
ping the rules, Daniel Munden, Chief Press
Officer for the government Department for
Business, Energy and Industrial Strategy,
which oversees the process, said imple-
menting the new system would take time.

“These changes will ensure that compa-
nies are more transparent about who actu-
ally owns them,” he said. “We have always
been clear that the Companies House pub-
lic register will be built up over time and
completed by June 2017.”

We need to know
The World Bank said in a 2011 report

that UK corporate vehicles “feature promi-
nently” in a database of international cor-
ruption cases its anti-corruption arm had
compiled. Two years later, former Prime
Minister David Cameron unveiled the
planned new rules, aimed at making Britain
the first major financial centre to insist ben-
eficial owners are declared. The United
States is now considering a similar step.

“We need to know who really owns and
controls our companies.  Not just who
owns them legally, but who really benefits
financially from their existence,” Cameron
said at the time. The UK firms Reuters iden-
tified were either UK- registered companies

or Limited Liability Partnerships (LLPs)
whose directors were foreign-based indi-
viduals representing many companies or
whose members were companies regis-
tered at legal offices in low tax jurisdictions
such as Vanuatu or the Seychelles.

None had any obvious operations in the
UK. Two of the companies identified -
Peaking Investments LLP and Global Cluster
International LLP - had been formed since
July 1. They did not list any controlling par-
ties. Both said in filings: “The company
knows or has reasonable cause to believe
that there is no registrable person or regis-
trable relevant legal entity in relation to the
company.” They did not respond to requests
for comment. Asked about their statements,
Joanne Johnstone, a spokeswoman for
Companies House, said: “It is entirely possi-
ble for companies not to have a PSC (person
of significant control), For example, 4 share-
holders with 25 percent of the shares each,
and 25 percent of the voting rights, none of
them is a PSC.” “It is perfectly legitimate for a
company to have no beneficial owners and
we do not verify such statements when
they are submitted to us.” If a complaint was
referred to Companies House, it could refer
the complaint on to the BEIS, she said. Of
the 20 older shell companies, only one had
published the required details as of
Wednesday. The annual statements or
details of persons of significant control of
seven of the companies have not yet been
published. Companies officially have 14
days after their anniversaries to present
their ownership statements, but corporate
filings at Companies House show they often
file later. — Reuters


