
  

Possible Tougher Incentives for 
Failure to Respect the 
International Exchange of 
Information on Request 
Standards 



 

 



 

 

Possible Tougher Incentives for 
Failure to Respect the International 

Exchange of Information on 
Request Standards 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

This document and any map included herein are without prejudice to the status of or sovereignty over any 
territory, to the delimitation of international frontiers and boundaries and to the name of any territory, city 
or area. 
 
This report was originally published as Annex 1 to the OECD Secretary-General Report to the G20 
Finance Ministers and Central Bank Governors, which was released on 5 September 2015 after the G20 
Finance Ministers and Central Bank Governors meeting in Ankara, Turkey. (See 
www.oecd.org/g20/topics/taxation/oecd-secretary-general-tax-report-to-g20-FMCBG-september-
2015.pdf). 
 
 
 

Please cite this publication as: 
OECD (2015), Possible Tougher Incentives for Failure to Respect the International Exchange of 
Information on Request Standards, OECD, Paris. 
www.oecd.org/tax/possible-tougher-incentives-for-failure-to-respect-the-international-exchange-of-
information-on-request-standards.htm 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
© OECD 2015



5
 
 

© OECD 2015 

1. At their meeting in September 2014, the G20 Finance Ministers asked the OECD to work with all 
G20 members: 

“… to propose possible tougher incentives and implementation processes, to deal with those countries 
which fail to respect Global Forum standards on exchange of tax information on request.” 
 
2. An interim report was delivered to G20 Finance Ministers at their meeting in February 2015. This 
final report builds on those preliminary findings and sets out proposals to deal with those jurisdictions 
which fail to respect Global Forum standards of exchange of information on request. It provides an 
important step towards putting in place such tougher incentives, which also have the potential to be further 
built upon over time. 

I. Background and introduction 

3. The existence of a level playing field is critical to the effectiveness of international standards. 
Jurisdictions should not be able to benefit from their failure to implement international standards to the 
detriment of those that do. Global commitment to tax transparency, including by all financial centres, has 
therefore been central to previous G20 calls for all jurisdictions to adopt and implement the international 
standard of the exchange of information on request (EOIR). As early as 2009, the G20 has referred to 
countermeasures against those that do not adopt the EOIR standard. 

4. In order to address concerns regarding a level playing field, maximise the effectiveness of the 
international community in tackling offshore tax evasion and ensure an inclusive process, in 2009 the 
Global Forum was restructured as a consensus based organisation, where all members participate on an 
equal footing and monitor and review the effectiveness of each jurisdiction’s implementation of exchange 
of information in accordance with the international standard on EOIR through a comprehensive and robust 
peer review process. Phase 1 of the peer review assesses whether an appropriate legal and regulatory 
framework for transparency and exchange of information exists within the jurisdiction, while Phase 2 looks 
into the implementation of the standard in practice. An overall rating of “compliant”, “largely compliant”, 
“partially compliant” or “non-compliant” is then assigned to each jurisdiction after completion of both 
phases of the review. Members also have access to capacity building, support and advice to prepare for 
their reviews as well as to address any recommendations made. The Global Forum now has 127 members. 
This process has been central to driving progress towards the effective global implementation of the 
international EOIR standard, as well as creating a level playing field. 

5. The process has already delivered a step change in global tax transparency. A total of 198 
reviews have been conducted since the peer review process commenced in 2010 (consisting of Phase 1, 
Phase 2 or Combined Phase 1 and Phase 2 reviews). 80 jurisdictions have received an overall rating, and 
84% are rated either compliant or largely compliant. Most countries are making progress. The review 
framework provides for supplementary reviews once jurisdictions have addressed recommendations made 
in the initial report, and so far, 96 jurisdictions have acted to implement around 520 of the 
recommendations made. 

6. There are currently, 11 jurisdictions that could not even be provided with ratings because the 
Phase 1 reviews found such serious deficiencies in their legal and regulatory frameworks that they were 
blocked from going to Phase 2. There are 3 jurisdictions rated as non-compliant and therefore far from 
meeting the EOIR standard. There are also 10 jurisdictions rated as partially complaint meaning they have 
serious deficiencies in their framework for the exchange of information. Furthermore, to keep the 
necessary momentum, and following the commencement of this work on possible tougher incentives, the 
Global Forum decided to invite jurisdictions that remain blocked for more than 2 years to request a 
supplementary review to assess changes made to address the recommendations in their Phase 1 review or 
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receive an overall rating of non-compliant. This has prompted many of those jurisdictions to move to 
address the recommendations and request a supplementary review. This process is ongoing and as the first 
round of reviews is completed more jurisdictions may enter this category and be blocked from a Phase 2 
review. 

7. We have also seen a number of international financial institutions incorporate the Global Forum 
ratings into their policies determining the routing of investments (e.g. the Council of Europe Development 
Bank, the European Bank of Reconstruction and Development, the European Investment Bank and the 
International Finance Corporation, a member of the World Bank Group). 

8. All jurisdictions should of course strive for full compliance with the EOIR standard. However, 
notwithstanding the progress made, there will continue to be jurisdictions that fail to respect the EOIR 
standard, undermining the level playing field which is the foundation of the international EOIR standard. 
Action is therefore needed to ensure momentum is maintained by all. Otherwise there will continue to be 
opportunities for tax evasion and other illicit financial flows and the integrity and effectiveness of the 
EOIR standard will be undermined. This was recognised by the G20 Finance Ministers when making their 
request for possible tougher incentives and implementation processes to be proposed that deal with those 
countries which fail to respect Global Forum standards on exchange of tax information on request. 

9. Following the request in September 2014, the OECD has been working with G20 countries and 
others to identify ways to strengthen the incentives for jurisdictions to comply with the international 
standard of EOIR. Proposals have been developed in relation to the following five areas, with each area 
discussed in greater depth below: 

i. Further publicising the Global Forum ratings to amplify their reputational impact 

ii. Reviewing existing measures to include the Global Forum ratings as at least a factor in their 
application and publicising where they are linked to the ratings 

iii. Considering introducing new measures with the Global Forum ratings as at least a factor in their 
application 

iv. Calibrating the application of the measures to best incentivise jurisdictions to comply with the 
international standard of EOIR 

v. International organisations and national development agencies, where they do not already do so, 
reviewing their investment policies to consider incorporating restrictions in relation to the routing 
of investments through jurisdictions failing to respect the EOIR standard 
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II. Ways to further strengthen the incentives for jurisdictions to comply with the international 
standard of EOIR 

1. Further publicising the Global Forum ratings to amplify their reputational impact 

10. The reputational impact of the Global Forum ratings should not be underestimated. The results of 
the Global Forum review process are already made publicly available, and for jurisdictions which do not 
demonstrate strong results, this publicity can have a negative reputational impact and vice versa for those 
with good ratings. The pressure to act that this reputational impact can have is at least in part demonstrated 
by the significant change that has occurred to date. EOIR is now the norm and most jurisdictions have been 
working hard to ensure their legal and operational frameworks facilitate its effectiveness as a tool to tackle 
offshore tax evasion. Furthermore, the impact of the move to invite the jurisdictions that were stuck at 
Phase 1 to request a supplementary report or receive a rating of non-compliant further demonstrates this, as 
most of these jurisdictions have acted and requested a supplementary review. A first logical step is 
therefore to ensure the reputational impact of the review outcomes is maximised. 

11. At the international level and with the support of the G20, expanding awareness of the 
jurisdictions that fail to respect the EOIR standard, including amongst the media, non-governmental 
organisations and the general public, would increase this reputational impact and provide greater incentive 
for jurisdictions to move quickly to address the shortfalls identified in their legal framework and 
administrative processes. This could be through referring to the particular jurisdictions in question, 
including those jurisdictions that are blocked at their Phase 1 review, in G20 communiques. 

12. At a national level, jurisdictions could also look to support this amplification of the Global Forum 
ratings through relevant agencies publishing links to the Global Forum web pages along with a narrative on 
the impact of the jurisdictions not respecting the EOIR standard have in the collective fight against tax 
evasion and other illicit financial flows. 

Proposal 1: The Global Forum ratings should be further publicised wherever possible to amplify their 
reputational impact. 

2. Reviewing existing measures to include the Global Forum ratings as at least a factor in their 
application and publicising where they are linked to the ratings 

13. Analysis covering 41 countries1 shows that the vast majority, or almost 90%, of countries already 
have measures in place that in whole or in part are intended to address the lack of effective exchange of 
information on request. However, only 30% of countries have measures that link to the Global Forum 
ratings (See Table 1). This means that a unified approach to jurisdictions not respecting the international 
standard of EOIR is not being presented.  

  

                                                      
1 Argentina, Australia, Austria, Belgium, Brazil, Canada, Colombia, Costa Rica, Croatia, Czech Republic, Denmark, Estonia, Finland, France, 
Germany, Greece, Hungary, Iceland, India, Indonesia, Ireland, Israel, Italy, Japan, Korea, Latvia, Lithuania, Luxembourg, Mexico, Netherlands, 
New Zealand, Norway, Poland, Portugal, Slovenia, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United States. 



8 
 

© OECD 2015 

Table 1: The numbers of jurisdictions with measures linked to exchange of information on request 

Type of measure No. of jurisdictions 

Jurisdictions with measures linked to the lack of effective exchange of 
information on request 35 

Jurisdictions with measures linked to the Global Forum ratings 12 

 
14. The analysis also shows that there are a wide range of measures that are being used in response to 
the lack of effective exchange of information on request. These include both legislative and administrative 
measures, ranging from special withholding tax rules to an increased audit risk for taxpayers who engage 
in transactions involving high risk jurisdictions. Table 2 below shows the range of measures already being 
applied, along with whether they are currently linked to the Global Forum ratings. Furthermore, the case 
studies below provide examples of countries with measures linked to the Global Forum ratings. 

Table 2: The types of measures currently being applied in relation to exchange of information on request 

Type of measure 

No. of jurisdictions 
(Total = 41) 
Link to 
effective 
EOI 

Link to GF 
ratings 

1. The current taxation of domestic shareholders on (certain) income of a 
controlled foreign company 14 4 

2. The denial of benefits on income/capital gains associated with shares in 
certain companies 13 3 

3. Disallowing deductions or credits with respect to certain transactions 17 6 

4. Special withholding tax rules 19 6 

5. Applying transfer pricing rules to transactions between unrelated parties/ 
increased transfer pricing documentation requirements 8 2 

6. Increased information reporting requirements 13 4 

7. Increased penalties for use of certain jurisdictions 2 0 

8. Additional question(s) on tax returns as to the ownership of foreign assets 5 1 

9. Increased audit risk for taxpayers who engage in transactions with certain 
“high risk” jurisdictions 18 7 

10. Refusal to issue rulings in respect of transactions involving certain 
jurisdictions 4 1 

11. Increased substantiation requirements in respect of transactions 
involving certain jurisdictions 9 4 

12. Giving extra weight to an effective exchange relationship when 
designing bilateral aid programmes 2 1 

13. Other measures 4 2 

Total 128 41 
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15. This shows not only the range of possible measures available, depending on the specific 
circumstances, but also that the vast majority are not currently linked to the Global Forum ratings. While 
the precise factor(s) behind the application of a particular measure will of course be driven by the local 
context and policy framework more generally, including any domestic, bilateral and international 
experiences, factors and constraints, there is scope to increase the use of the Global Forum ratings as at 
least a factor in their application. 

Proposal 2: All jurisdictions should review their existing measures in relation to the lack of the effective 
exchange of information on request with a view to including the Global Forum ratings as at least a factor in 
their application. 

16. There may also be instances where the Global Forum ratings are used more informally when 
considering the application of particular measures, for example whether to require increased reporting 
requirements or assessing risks for audit purposes. Where formal or informal links exist, or where new 
links are created, jurisdictions should consider publicising them to reinforce the international community’s 
position that the international EOIR standard must be complied with. 

Proposal 3: Where there is a link between the application of a measure and the Global Forum ratings, or 
where new links are created, jurisdictions should consider publicising them. 

3. Considering introducing new measures with the Global Forum ratings as at least a factor in their 
application 

17. The relevance of measures linked in whole or in part to addressing the lack of effective exchange 
of information on request is shown by the number of jurisdictions that already have them in place. 
Furthermore, the wide range of measures employed shows that the framework adopted can vary from 
jurisdiction to jurisdiction, tailored to specific contexts and circumstances. 

18. This could therefore be an opportunity for jurisdictions to explore whether there could be scope 
to introduce new measures, including for example those as set out in the table above. This would of course 
depend on the domestic context and the domestic, bilateral and international constraints.  

Proposal 4: All jurisdictions should explore the possibilities to introduce new measures to incentivise the 
effective exchange of information on request, with the Global Forum ratings as at least a factor in their 
application. 

4. Calibrating the application of the measures to best incentivise jurisdictions to comply with the 
international standard of EOIR 

19. Where new or existing measures are linked to the Global Forum ratings, thought should be given 
to how best to calibrate the measures and their application to incentive compliance with the EOIR standard. 
Areas to consider are: (i) the categories of jurisdictions to which measures should be applied; (ii) the 
timing of the application of measures; and (iii) the nature of the measure itself. 

i. The categories of jurisdictions to which measures should be applied: There will generally be a 
balance to be struck between bilateral experiences in relation to the effective exchange of 
information, and other factors, and the promotion of the international EOIR standard. 
Nevertheless, where a measure is linked to the Global Forum ratings, a jurisdiction could consider 
specifically linking the measure to particular overall ratings – which are all made publicly 
available via the Global Forum web pages. This would send a clear message to all jurisdictions that 
compliance with the EOIR standard is expected. Specifically, it could be collectively agreed to 
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review whether links could be made between the application of the measures to jurisdictions with a 
Global Forum rating of non-compliant or a determination that a jurisdiction is blocked at its Phase 
1 review. 
 

ii. The timing of the application of measures: The most effective measures in this area are in fact 
those that are never applied because the jurisdictions instead move to effectively implement the 
EOIR standard, delivering the real objective which is greater transparency and a level playing 
field. When considering the application of measures a jurisdiction should therefore consider 
allowing for sufficient opportunity for recommendations made by the Global Forum to be 
addressed before the measures are activated. This should be calibrated in accordance with the 
timetable for the Global Forum’s supplementary review process where jurisdictions have the 
opportunity to demonstrate that recommendations have been acted on (for example 18 – 24 
months). This would increase the incentive for recommendations to be addressed in a timely way. 
Given the Global Forum ratings are a dynamic process and capable of recognising progress 
quickly, jurisdictions should also reconsider in a timely manner the application of measures in light 
of the progress made. 
 

iii. The nature of the measure itself: Once it is clear that jurisdictions are failing to address the 
recommendations made by the Global Forum then any applicable measure should be effective. The 
survey evidence showed that, of the measures currently being applied, respondents thought those 
with economic and financial impacts were most effective (such as withholding taxes or the denial 
of certain deductions). Furthermore, the economic and financial impacts are behind the approach 
taken by the international organisations. 

 
Proposal 5: Where the application of measures are linked to Global Forum ratings jurisdictions should 
consider calibrating the measures to best incentivise jurisdictions to comply with the international standard 
of EOIR, including the categories of jurisdictions subject to those measures, the timing of the measures 
application and the nature of the measures themselves. 

5. International organisations and national development agencies, where they do not already do so, 
reviewing their investment policies to consider incorporating restrictions in relation to the routing of 
investments through jurisdictions failing to respect the EOIR standard 

20. Several international financial institutions have incorporated the outcomes of the Global Forum 
review process as factors in their investment policies, for example the Council of Europe Development 
Bank2, the European Bank of Reconstruction and Development3, the European Investment Bank4 and the 
International Finance Corporation, a member of the World Bank Group5.  

21. All of these international organisations restrict the routing of investments through jurisdictions 
that are prevented from proceeding to a Phase 2 Global Forum review (due to failing to pass Phase 1), or 
that have been found to be “non-compliant” or “partially compliant” with the EOIR standard. 

                                                      
2 www.coebank.org/Upload/legal/en/ceb_policy_non_compliant_uncooperative_jurisdictions.pdf 
3 www.ebrd.com/downloads/policies/sector/domiciliation-policy.pdf 
4 www.eib.org/attachments/documents/ncj_policy_addendum_en.pdf 
5 www.gcgf.org/wps/wcm/connect/67e4480044930e24a2f7aec66d9c728b/OffshoreFinancialCenterPolicy(June+26%2c+2014).pdf?mod=ajperes 

http://www.coebank.org/Upload/legal/en/ceb_policy_non_compliant_uncooperative_jurisdictions.pdf
http://www.ebrd.com/downloads/policies/sector/domiciliation-policy.pdf
http://www.eib.org/attachments/documents/ncj_policy_addendum_en.pdf
http://www.gcgf.org/wps/wcm/connect/67e4480044930e24a2f7aec66d9c728b/OffshoreFinancialCenterPolicy(June+26%2c+2014).pdf?MOD=AJPERES
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22. Some national development agencies have also adopted similar approaches, such as Agence 
Française de Développement and Swedfund International AB (see the case studies below for further 
details). 

Proposal 6: All International organisations, including regional development banks, and national 
development agencies that do not already have such measures in place could be encouraged to review their 
investment policies and, where appropriate, consider incorporating restrictions similar to those currently in 
operation in relation to the routing of investments through jurisdictions failing to respect the EOIR 
standard. 

III. Case study examples of existing measures 

Case study 1: Belgium 

Belgium has both legislative and non-legislative measures that are explicitly linked to the Global Forum 
ratings. 
 
The legislative measures are: disallowing deductions with respect to certain transactions; and increased 
information reporting requirements. 
 
Taxpayers subject to Belgian corporate income tax, whether resident in Belgium or not, must report certain 
payments to persons established in jurisdictions which, during the entire taxable period in which the 
payment is made, are regarded by the Global Forum as jurisdictions that do not apply the standard for 
exchange of information “effectively or substantially”. This is determined after the conclusion of the peer 
review process (Phases 1 and 2). Failure to report relevant payments results in the non-deductibility of such 
payments. Furthermore, reported payments are only deductible if the taxpayer can prove that they are made 
in the context of “genuine and bona fide” transactions and outside the scope of artificial constructions. 
 
Furthermore, taxpayers subject to Belgian corporate income tax, whether resident in Belgium or not, must 
report all direct or indirect payments to persons established in a tax haven if the total amount of payments 
made during the taxable period amounts to at least EUR 100,000. Payments that are not reported are non-
deductible business expenses. Furthermore, reported payments are only deductible if the taxpayer can 
prove that they are made in the context of “genuine and bona fide” transactions and outside the context of 
artificial constructions. 
 
Belgium also publicises the fact that activities in connection with jurisdictions found by the Global Forum 
to not apply the standard are a factor which increases the risk of a person’s tax affairs being subjected to 
audit procedures and possible increased substantiation requirements. 
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Case study 2: Colombia 

Colombia has a series of legislative measures that are linked to the Global Forum ratings. 

The measures are: disallowing deductions or credits with respect to certain transactions; special 
withholding tax rules; the application of transfer pricing rules to transactions between unrelated parties; 
and increased transfer pricing documentation requirements. 

All payments subject to withholding tax made by Colombian taxpayers to persons, enterprises, entities or 
companies located in a “tax haven” are subject to an increased rate of withholding tax. 

Furthermore, any transaction entered into by Colombian taxpayers with persons, enterprises, entities or 
companies located in a tax haven jurisdiction, whether the parties are related or not, are subject to the 
transfer pricing regime, along with increased documentation and information disclosure requirements. 

Colombian taxpayers carrying out transactions that result in payments to persons, enterprises, entities or 
companies located in a tax haven jurisdiction must document and demonstrate the details of the functions 
performed, assets used, risks assumed and all costs and expenses incurred by the parties located in the tax 
haven that were necessary to carry out the activities that generated the payments made by the Colombian 
taxpayers, otherwise the payments cannot be deducted for income tax purposes. 

Colombian citizens who are tax residents in a tax haven are considered as Colombian tax residents, unless 
50% or more of their income or assets are sourced in the tax haven jurisdiction.  

A jurisdiction is included on Colombia’s list of tax havens where there is a lack of effective exchange of 
information or the existence of legal provisions or administrative practices limit such exchange of 
information. The Global Forum ratings are taken into account in this process.  
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Case study 3: France 

France has a series of both legislative and non-legislative measures that are explicitly linked to the Global 
Forum ratings. 
 
The legislative measures are: the current taxation of domestic shareholders on (certain) income of a 
controlled foreign company; the denial of benefits on income/capital gains associated with shares in certain 
companies; disallowing deductions or credits with respect to certain transactions; special withholding tax 
rules; and increased information reporting requirements. 
 
These measures are applied in relation to jurisdictions categorised by France as “non-cooperative 
jurisdictions” (NCJs). When establishing the list both bilateral factors, such as the existence or absence of 
an exchange of information agreement and the effectiveness of the administrative cooperation, and 
multilateral factors such as the Global Forum rating are taken into account. 
 
The French tax administration also systematically audits financial flows to these NCJs, with the taxpayers 
involved being subject to a greater risk of being subjected to an audit. 
 
The Agence Française de Développement (the development agency of the French government, or AFD) 
also takes into account the Global Forum ratings when routing development funding. Whilst the AFD is 
authorised to finance “on-shore” projects in NCJs, when it comes to off-shore projects, the general rule is 
that funding is not routed through vehicles in NCJs and that engage in no real business activity there (e.g., 
investment funds or special purpose acquisition companies). Also the AFD does not finance artificially 
structured projects, particularly those involving counterparties whose shareholders are controlled by 
entities registered in NCJs, unless that registration in those jurisdictions is warranted by sound business 
reasons (enhanced due diligence process). To date, NCJs has meant all those jurisdictions identified as 
such when applying the legislative measures above as well as jurisdictions prevented from moving to a 
Phase 2 Global Forum review. 
 
 

Case study 4: Sweden 

Sweden has two non-legislative measures linked to the Global Forum ratings. 

The Global Forum ratings play a significant role in the assessment of risk for audit purposes, used to help 
identify jurisdictions with banking secrecy and a lack of effective exchange of information.  
 
Swedfund International AB (the development finance institution of the Swedish government) does not 
route investments through intermediate jurisdictions that are prevented from moving to Phase 2 of the 
Global Forum review process or that have been found to be “partially compliant” or “non-compliant” with 
the EOI standard. The guidelines for the Swedish International Development Cooperation Agency (SIDA) 
provide that SIDA should take the same approach. 
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