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Conceptual framework

Financial flows that are lllicit in origin, transfer or use, that
reflect an exchange of value and that cross country borders

2 %,

LEGAL ACTIVITIES ILLEGAL ACTIVITIES

Ilicit tax and Exploitation-type
commercial llegal markets Corruption and terrorism
financing

Aggressive
tax avoidance

IFFs



lllegal vs illicit

Boundaries of aggressive tax planning

Using tax provisions [l Rearrange international Reallocate the tax
in the spirit flow to avoid base to a
of the law repatriation taxes lower-tax country

Reduce the base
via a double
deduction or double

non-taxation

lllegal measures,
e.g. non

disclosure of income

Tax planning Aggressive

tax planning

Source: Institute for Advanced Studies (2017).

Tax evasion
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Econometric vs statistical approach
Comprehensive, comparable, applicable

Criteria for selection:
Soundness of methods
Source data
Results



Suggested methods

B Aggresive tax
avoidance

Profit shifting

Offshore

wlth

Misinvoicing

A lllegal commercial
and tax practices



Suggested methods

B Aggresive tax
avoidance ~ Undeclared offshore assets

- Offshore financial wealth

Units within an MNE

_ Offshore
ro
Jrotp ~ealth
MNEs vs
comparable non-MNEs
Partner Country Method (PCM) + .. Alllegal commercial

and tax practices
Price Filter Method (PFM) +



IFF risk assessment

Mapping of agencies

Data availability

Operational definition

Tier classification of methods
Compilation and dissemination
Recommendations



Guidance to national authorities

IFF risk assessment

Mapping of agencies

Data availability

Operational definition

Tier classification of methods
Compilation and dissemination
Recommendations

Source: FATF (2013).



Guidance to national authorities

IFF risk assessment
Mapping of agencies
Data availability
Operational definition
Tier classification of m
Compilation and disse
Recommendations

STATISTICS

- NSOs
- Statistical units of Customs,
Central Bank

ECONOMY & TRADE

- Chambers of commerce
- Trade unions

IFF

PRIVATE SECTOR

- Commercial banks
- Businesses

GOVERNMENT & POLICY

- Line ministries
- Financial intelligence units
- Government agencies

LAW ENFORECEMENT

- Police
- Customs/border control
- Criminal intelligence units

CIVIL SOCIETY

- NGOs
- CSOs
- Citizen science




Guidance to national authorities
|

Quality and availability of indicators related to illicit

IFE risk assessment  financial flows in Nigeria
e

I\/l ap p i n g Of ag e n C i e S TL-T: lllegal bunkering of oil, oil

. agn 5 theft and lising pipes
Data availability
TCA: Cost of Pr:l?hﬁ C: No&Val of
. . — benchmark tax propdrtion 4/3 | TCA: Tax/GDP — forfeitures &
Operational definition ot | Tt | i

TCA:Vol&Val of Exports at
orgin and destination 4/5

C: No&Val of contraband 4/3.5
1 1Fi ' filed 4/3 - : -
Tier classification of me .. s | s | et
- n = T 5
. . . Tg 3 | T Ga.";’y' tr;?n'c:ﬁ\cl:ieiu:/s |
Compllatlon and dlsser (o} proporlon/ Price 3/3 | TL-T: Kidnapping and

TCA:Profit shiting d# of| other terrorist act 3/3

IM: Esti
Proportional Tax Estimate 2.5/3 ! oil smuggled 3/4 IM: Jncfdence of
TCA: Estimated of IFFs rug abuse 2/4

TL-T: IFF passed via porous

Recommendations i Rt
2 | C: Duration Wa”s zsgzrsector
and related ca' 2

1 2 3 4 5
Availability

Source: UNECA briefing on the pilot mission with Nigeria.



Guidance to national authorities

IFF risk assessment
Mapping of agencies
Data availability
Operational definition

Tier classification of methods Profit shifting
Compilation and dissemination

Recommendations

IFFs concepts Data undercoverage
T T TN
Transfer of wealth T :
to evade taxes ( i %l
| %4 Method overcoverage

Misinvoicing

Data availability Methodologies Operational definitions
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Guidance to national authorities

IFF risk assessment
Mapping of agencies
Data availability
Operational definition
Tier classification of methods Tier classification of methods
Compilation and dissemination

. Three tiers
Recommendations

Tier 1: Preferred method
Tier 2: Fallback option
Tier 3: Last resort



Guidance to national authorities

IFF risk assessment

Mapping of agencies

Data availability

Operational definition

Tier classification of methods

Compilation and dissemination « SDG reporting
Recommendations requirements

« Fundamental Principles of
Official Statistics



Guidance to national authorities

IFF risk assessment
Mapping of agencies
Data availability
Operational definition
Tier classification of r
Compilation and diss
Recommendations

R Pool Official
esources expertise statisticians
L IFF risks and In-depth,
data base-year Focus
availability study of IFFs
L Publish IFF Share, learn, Spill
estimates improve pil-over
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