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Beyond Anecdotes
Data Demonstrate Anonymous Companies Are Dangerous and Prevalent
Numerous stories have been written exposing how anonymous companies are used around the world for criminal
purposes, including in media reports stemming from the Panama Papers,1 Paradise Papers,2 and Lux Leaks;3 the Russian4
and Troika5 Laundromat episodes; Global Witness reports, The Great Rip Off 6 and Hidden Menace;7 and many more.
In addition to the examples, there is mounting evidence showing the widespread use of anonymous companies to launder
money and allow dangerous actors to escape accountability and that the United States is a prime secrecy jurisdiction.

Anonymous Companies Are Dangerous
Grand Corruption: According to a 2011 study by the Stolen Asset Recovery Initiative, a joint effort of the World Bank and
U.N. Office on Drugs and Crime, anonymous companies were used to hide the proceeds of corruption in 85 percent of
the grand corruption cases reviewed, with U.S. entities being the most common.8 “Using public official and secondary
sources, 150 grand corruption cases involving senior public officials that span 1980 to [2011] were documented and
analyzed. Additionally, the study features the results of questionnaires, investigative research (“mystery shopping”),
survey of legislation, roundtable discussions, one-on-one interviews and other research methods that were employed to
validate the findings of the study.”9
Human Trafficking: According to a 2018 study by the antihuman trafficking group Polaris, anonymous companies play an
outsized role in hiding the identities of the criminals behind
trafficking enterprises, specifically illicit massage businesses.11
The report found that:
•

•

Of the more than 6,000 illicit massage businesses for
which Polaris found business records, only 28 percent of
these illicit massage businesses have an actual person
listed on the business registration records at all.

“Only 21 percent of all the business records
found for illicit massage parlors actually
specifically name the owner — although
even in those cases, there is no way to
know for sure if that information is
legitimate.” 10
¾ Polaris, April 2018

Only 21 percent of all the business records found for illicit
massage parlors actually specifically name the owner —
although, even in those cases, there is no way to know for sure if that information is legitimate.

The United States Is Vulnerable
GAO Study: According to a 2017 report by the Government Accountability Office (GAO), “GAO was unable to identify
ownership information for about one-third of GSA's 1,406 high-security leases as of March 2016 because ownership
information was not readily available for all buildings.”12 This finding was a leading factor in Congress voting to adopt a
provision in the FY2018 National Defense Authorization Act for the Department of Defense to collect beneficial
ownership information for all high security office space it leases.
Academic Study: According to a 2014 study by academics from the University of Texas-Austin, Brigham Young
University, and Griffith University, the data suggest that among the 103 countries they studied, the United States is the
easiest place for suspicious individuals to incorporate an anonymous company.13
More Information Required to Obtain a Library Card: According to a 2019 Global Financial Integrity analysis, The Library
Card Project: The Ease of Forming Anonymous Companies in the United States, in all fifty states and the District of
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Columbia, “more personal information is needed to obtain a library card than to establish a legal entity that can be used
to facilitate tax evasion, money laundering, fraud, and corruption.”14

It is data like these that led the Financial Action Task Force — the world’s recognized body for establishing
anti-money laundering standards and of which the U.S. is a founding member — to find in its 2016 mutual
evaluation of the U.S. that the lack of beneficial ownership information was a significant gap in the U.S.
anti-money laundering framework.15
Collecting Beneficial Ownership Information Has an Impact
The limited data available, since there are very few examples of collecting the information to date, suggests the policy
will have a measurable impact.
Geographic Targeting Orders: In 2016, the Financial Crimes Enforcement Network (FinCEN) implemented Geographic
Targeting Orders (GTOs) to collect ownership information in certain metropolitan areas for high-end cash financed real
estate transactions. An early analysis, FinCEN found that, "Within this narrow scope of real estate transactions covered
by the GTOs, FinCEN data indicate that about 30 percent of reported transactions involve a beneficial owner or
purchaser representative that was also the subject of a previous suspicious activity report. This corroborates FinCEN’s
concerns about this small segment of the market in which shell companies are used to buy luxury real estate in “allcash” transactions. In addition, feedback from law enforcement indicates that the reporting has advanced criminal
investigations.”16
Geographic Targeting Orders, Part II: According to a 2018 study by the New York Federal Reserve with the University of
Miami, Anonymous Capital Flows and U.S. Housing Markets, “After anonymity is no longer freely available to domestic
and foreign investors, all-cash purchases by corporations fall by approximately 70%, indicating the share of anonymityseeking investors using LLCs as ‘shell corporations.’” 17

There Is a Bipartisan Legislative Solution
Rep. Carolyn Maloney (D-NY) and Rep. Peter King (R-NY) are sponsors of the Corporate Transparency Act of 2019
[H.R.2513]. The bill requires companies to disclose their beneficial owner(s) when they incorporate and keep their
ownership information up to-do-date.
For more information, please contact Clark Gascoigne at cgascoigne@thefactcoalition.org.
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