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PROLOGUE

In the spring of 2015, a prosperous shipping-company executive in Mexico faced a problem. He wanted to buy a $585,000 town house in Seattle for his sister and ten-year-old niece. It was not the distance that posed a challenge. His sister was embroiled in a divorce. The executive did not want the house to become part of the dispute. He also hoped to minimize any taxes on the transaction. Finally, the ownership of the house needed to revert back to him should his sister die.

He contacted a law firm in Panama that handled such matters. The firm had decades of experience helping people all over the world hide their money and disguise their most intimate affairs. Mostly it sold anonymous shell companies based in tax havens. Sometimes, as in this case, it went a bit further.

The executive flew to Panama. A car picked him up at the airport and took him to the firm’s offices. Nothing about the firm’s outward appearance indicated it was a massive global operation with hundreds of employees scattered throughout the world. Its headquarters was in a squat office building on an unassuming mixed residential and commercial side street in Panama City. The firm owned many of the houses on the street, but that was not immediately obvious.

The new client met with one of the firm’s top lawyers and explained what he hoped to accomplish. The lawyer asked for and received proper documentation from the client that established his identity, including copies of his passport and bank statements. The scheme the lawyer devised was not particularly complex by the standards of a wealth management industry that is accustomed to mixing and matching multiple legal structures and countries to safeguard the riches of its clients. This transaction was a small one. Of questionable ethics, but by all appearances completely legal.

The strategy began with a Delaware limited liability company. It would be the entity to buy the house. The law firm contacted an outfit in Delaware that procured companies in the state on its behalf. To establish a company based in Delaware required minimal information. Anyone, anywhere in the world, could create one. As long as the company did no business in Delaware, it was not required to file any information about its activities or reveal who really owned it. The company only had to list a “member,” but that could be another company or legal entity.

The ability of foreigners to hide their activities through companies in Delaware and other states was the cause of considerable consternation by governments around the world, including the United States. The same year the Mexican businessman set up his company, the U.S. Treasury issued a report in which it expressed “particular concern” about Eurasian organized crime figures using U.S. shell companies to conduct their illegal activities.1 The worry was exacerbated by the sheer number of anonymous companies the United States was pumping out. In 2015, Delaware alone produced more than 128,000 LLCs.2

The executive had a name in mind for his company. He wanted to call it The Cherry Group, but a Delaware company with that name already existed. He settled for Cherry Group USA LLC. The company cost little more than $300 to summon into existence but the law firm charged $1,260 in total to make it active with all the appropriate books and records. The executive paid promptly.

But the Delaware company by itself was not sufficient for the executive’s needs. If he owned it directly, it would be clear to the soon-to-be ex-husband and the U.S. government who actually purchased the house. The lawyer suggested a Panamanian foundation that would legally own the Delaware company.

The law firm gave the executive a choice of names for the foundation, Vanora or Eleus. It had already created the foundations two months earlier, before the firm was even aware of this particular client. Two women, who were actually low-paid employees of the firm, ostensibly controlled the foundations. In actuality they served as figureheads for thousands of companies and foundations. Their existence was a shield behind which the actual owner could hide. The executive chose Vanora and paid $3,950 to buy the foundation.

By this time, a lawyer from another firm in the United States had also been brought in to help shepherd the transaction. His retainer was $3,500. The executive made plans to fly to Seattle to buy the house. But his real estate broker informed him of a hitch: He could not purchase the home in the name of Cherry Group USA because the company was owned by the foundation, not him. This was easily remedied. The two low-paid employees of the Panamanian law firm simply signed a document saying that as the controlling members of Vanora Foundation, they authorized him to buy the house. The law firm was willing to provide this service because the executive was paying for the house in cash, so there was no risk the Panamanians would be stuck with the mortgage.

This was only one of thousands of transactions the law firm facilitated in 2015. Its name was Mossack Fonseca. Unbeknownst to the firm, at the same time it was helping someone secretly buy a house in Seattle, its data was being siphoned off and given to reporters. The resulting global journalism investigation, the Panama Papers, afforded an unprecedented look into the operations of an underground economy through which trillions of dollars flow annually.

This river of cash exists in a largely unregulated place known as the secrecy world. It’s an alternate reality available only to those who can afford the trip. In the secrecy world, wealth is largely untouchable by government tax authorities and hidden from the view of criminal investigators. Through the secrecy world, family dynasties are nurtured, their fortunes—often acquired illicitly—laundered and passed on to heirs. It’s a place where capital always triumphs over labor and the well-to-do are free to ignore the laws that govern their fellow citizens.

Global private wealth has steadily increased in recent years, from $121.8 trillion in 2010 to $166.5 trillion in 2016.3 An estimated 8 percent of the world’s household financial wealth is held in the secrecy world.5 The wealthy individuals who control this money appear disproportionately reluctant to contribute back to their native countries. One recent study of three Scandinavian nations found that personal tax avoidance among the population at large was about 3 percent.4 But for those in the top 0.01 percent—each of whom had more than $40 million in assets—a staggering 30 percent stiffed the taxman. Not surprisingly, the ease by which wealth is transferred through the secrecy world has become a major contributor to global inequality.

The effects are everywhere around us. Money hijacked by the secrecy world is no longer available to pay for infrastructure, build schools, or police communities. It has led to the spiraling cost of real estate in major cities such as New York, Los Angeles, Miami, and London. The wealthy eager to park their money in safe assets are bidding up prices by grabbing properties in these places. They often buy through anonymous companies that keep their identities secret from tax collectors at home and abroad. In the last quarter of 2015, the buyers of 58 percent of all property purchases in the United States worth more than $3 million were LLCs.6 They spent a total of $61.2 billion.

The biggest abusers of the secrecy world are multinational corporations. They base their operations in places that provide minimal taxes and maximum secrecy like Delaware, the Cayman Islands, and Luxembourg. After they were exposed, Mossack Fonseca’s principals insisted they were no different from these corporations. They were simply behaving the way accountants, bankers, lawyers, and trust companies operate every day.

They were right.
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1

NAZIS AND RADICAL PRIESTS

Against the backdrop of a brilliant blue sky, a disembodied voice, vaguely recognizable from the world of advertising, declares: “All our dreams can come true, if we have the courage to pursue them.”

The quotation launches an eighteen-minute corporate video to celebrate the thirty-fifth anniversary of the Panamanian law firm Mossack Fonseca.1 Filmed in 2012, the video tells the sanitized origin story of a pair of visionaries who built a global empire selling secrecy.

The firm started as two people and grew to almost six hundred employees with forty-two offices around the world. Its Panama headquarters operated twenty-four hours a day, churning out anonymous companies, a product as versatile as it was desirable. Each company was an empty corporate shell waiting to be filled. It could do practically anything: hold a bank account, own a mansion, enter into complex business transactions. Best of all, it was near impossible to discover who owned it.

The video doesn’t dwell much on this wonder product. Instead it’s a paean to the law firm’s ambition and cutting-edge technical achievements.

“One thing is for sure,” states the narrator, “we are the leaders when it comes to utilizing technology in order not only to meet but to anticipate our clients’ needs.”

Jürgen Mossack, the firm’s senior partner, is the star—the man, the video’s narrator states, “who has been in the forefront of making technology a priority attending to our clients.” The video recounts how for Mossack’s forty-ninth birthday in 1997 the firm retired its original IBM computer system—“state of the art at the time”—and replaced it with a customized Oracle software database.

Mossack delivers a curt opening statement from a formless brown easy chair as bland as its occupant’s demeanor. The senior partner’s smooth brow highlights close-set eyes and a tight mouth that relaxes into a frown. What the video does not reveal is a quiet reserve, a protective layer like the anonymity of the companies he sells, which serves as a way to keep his feelings hidden.

“My vision is that our company and its various different divisions become an organization that is really, really, not only well respected but that which is an organization similar to perhaps, Microsoft,” Mossack says, before adding, “in a much smaller scale, of course.”

The video forecasts a limitless horizon. “I believe this group will endure and we will still be here as a sound and strong firm in thirty, sixty, or ninety more years,” says the firm’s cofounder, Ramón Fonseca.

The usually gregarious and charming Fonseca appears stilted and uncomfortable while delivering his short statement. Hair streaked gray and slicked back, his skin a colorless office pallor, he peers at the camera as if suspicious of its intentions.

His performance, like the video itself, is slightly off-kilter—a mimic of what big companies do—like a boy wearing his father’s suit. In another scene, the IT director, who joined the firm while still a university student in Panama, looks into the camera and remembers the joy of experiencing snow and air travel for the first time.

Yet the accomplishment to which the video testifies is undeniable: Mossack and Fonseca built a factory that flooded the planet with more than 210,000 anonymous companies, trusts, and foundations. Rather than Microsoft, they became the McDonald’s of secrecy, selling cheap products that offered limited economic nourishment while clogging the world’s financial arteries with tax evasion and sometimes even criminality.



The Mossack Fonseca story begins in war-torn Germany, in the ashes of Hitler’s Third Reich.

In March 1945, two months before Germany’s unconditional surrender, U.S. forces captured Erhard Mossack, a corporal in the Waffen-SS Skull and Crossbones division.2 Only twenty-one years old, Erhard had already lived a full life. He joined the Hitler Youth at fifteen and enlisted in the SS three years later. He saw action in Russia and was wounded in Czechoslovakia. While the Waffen-SS had a gruesome reputation for massacres, no evidence has emerged that Erhard took part.

Nine months after his capture, Erhard and seven other POWs stole a truck and escaped from a prison camp near Le Havre, France. They had almost made it to the German border when a French sentry surprised them. Erhard and two comrades fled. At Cologne, they separated, melting into the population. Germany was a battered and contested land, with the Soviets and the Americans actively recruiting former Nazis to repurpose them as agents in the coming Cold War. Former SS officers such as Erhard, when not choosing sides, secretly banded together for mutual aid.

These comrades helped Erhard locate a physician skillful at removing the telltale tattoo of his blood group, stenciled under the left arm of most Waffen-SS. The tattoo was a dangerous giveaway to occupiers hunting for former Nazis. The small scar the doctor left behind was one of the few successful actions Erhard took in the year after his prison break. Almost everything that followed, as detailed in a report by the Federal Bureau of Investigation stamped “secret,” reads like a clandestine comedy of errors.

Erhard found work as a farmhand. That spring, a former Nazi propaganda official attempted to enlist him in the German Communist Party. Erhard rejected the offer. Two months later, a man who claimed to be a former high official in the Nazi Party came to the farm. He told the gullible Erhard that he toured Germany as a traveling salesman, all the while quietly building a network of secret agents. He offered the former corporal a choice: join a covert organization for the Soviets or one to restore fascist rule to Europe. Erhard pledged his support for the latter option.

Why did ex-Nazis peddling dreams of future glory find Erhard such a promising mark? A U.S. Army intelligence assessment provides a clue: “[Erhard] has had a very extensive, but superficial political education and is thoroughly indoctrinated with Nazi ideology. A typical [Hitler Youth] leader, he still lives in his world of Nazi slogans and is a striking example of German youth under HITLER.”

In late May 1946, Erhard fell in with another former SS officer bent on reconstituting the Reich. Erhard explained he’d already committed to one underground organization. Nonetheless, he accompanied the man home to obtain forged papers. Late that night, U.S. Army intelligence roused Erhard and took him into custody. His new friend had betrayed him.

After first refusing to talk, Erhard told his army interrogator the convoluted tale of his life on the lam, characterizing his apparent willingness to join German underground organizations as a ruse. He was gathering information, he said, to barter with army intelligence to escape punishment for the Le Havre prison break.

The interrogator was skeptical.

“His alleged motive in doing this—to win the good graces of the US Authorities by acting as an informant for [us]—is open to question and may well simply constitute a shrewd attempt to get out of an awkward situation,” states the interrogation report.

After his release, Erhard married and scraped together a living as a small-time journalist and author.3 In March 1948, his first child, Jürgen, was born. Three more children followed over the next decade. Soon after the birth of the last one, Erhard uprooted his family and moved to Panama.

In the early 1960s, there was much to recommend Panama to a former Nazi ideologue. It was a country with a mercantile bent, controlled by a white oligarchy and stratified along class, racial, and geographic lines. Located on the isthmus connecting North and South America, it never produced much itself. Yet its strategic value as a crossroads, with less than forty miles between the Atlantic Ocean on one coast and the Pacific on the other, gave rise to a merchant class that grew rich off the despoiling of the Americas. Along with the descendants of the Spanish colonial elite, Germans and their institutions also had deep roots in Latin America, making it a beacon for former Nazis following Germany’s defeat.

According to a declassified Central Intelligence Agency report,4 Erhard contacted the agency in 1963, offering to peddle information about Communist Cuba, but the files don’t detail what relationship, if any, he maintained with American intelligence. Erhard found employment with Lufthansa and dabbled in different jobs. Jürgen, thirteen years old at the time of the family’s arrival, spoke neither Spanish nor English at first. Only able to communicate among themselves, the family stuck together. Self-conscious about the language barrier and naturally shy, Jürgen found it hard to make friends. “It was kind of difficult,” he recalls with typical understatement. Still, the Mossacks had an immigrant’s zeal to succeed. His seven-year-old brother was first in his class within six months, Jürgen proudly notes.5

Jürgen Mossack’s upbringing, isolated by language and his father’s Nazi past, taught him to keep secrets, instilling a wariness he carried his entire life. People mistook his shyness for callousness, which he didn’t discourage, as he discovered that a little intimidation could be useful. “He’d look at you with cold eyes like you were nothing,” says a subordinate of their initial encounters. However, the same employee quickly learned that if there was a problem that needed solving, Mossack, rather than his partner, Fonseca, was the one to approach.

At one of the law firm’s occasional company retreats, another employee recalls a facilitator conducting a trust-building exercise. Unaware that she had chosen the leader of the firm, the facilitator blindfolded Mossack, who was then led around by a junior employee. Upon the conclusion of the exercise, the facilitator asked Mossack how he had felt. Did he trust his guide? Mossack replied he didn’t like the exercise at all. “I don’t trust anybody,” he reportedly said.

Mossack studied to become a lawyer at a small private Catholic university in Panama. In his practice, he became an expert in maritime law. By the early twentieth century, Panama began to offer itself as a place to register foreign ships. With the Panamanian flag on their vessels, shipowners could avoid taxation and circumvent regulations such as labor protections and boat safety standards that their native countries demanded. The extractive industries (petroleum, minerals, precious metals) were first to discover these benefits, with Standard Oil registering its fleet of tankers in Panama in 1919.6

After graduating law school in 1973, Mossack went to work for one of Panama’s top firms, Arosemena, Noriega & Castro, helping to establish its London office. After only a couple of years, he quit, frustrated with the firm’s refusal to recognize his contributions and pay him accordingly. Mossack returned to Panama in 1977 and gambled on his own ambition, opening a law office as a sole practitioner. “It was a real nail-biting time,” Mossack recalls. “I never knew if I would make enough to provide for my family.”

In those early days, Ramón Fonseca, a recent law graduate himself, stopped by to wish him luck.

To this day, Fonseca idolizes Mossack for his vision, toughness, and organizational ability. He admits that his older partner, who stands six foot three and sports a perpetually dour expression, looks forbidding, but he insists Mossack is really just “a big teddy bear.”7 Others who know Mossack echo the sentiment, saying that under the gruff exterior beats “a heart of gold.”

When they first met, the two men didn’t immediately recognize how much they shared in common. Both were outsiders, yet close enough to Panama’s small circle of wealth and power to feel the distance that much more acutely. Each felt he was smarter than those he envied. Each harbored a similar drive to make his mark. Years later, Fonseca would explain in an interview that his greatest desire when starting out was not to be a sheep like everyone else.8 The sheep are not happy, he said, they never travel the world.

Fonseca always dreamed expansively, pursuing overlapping careers as a businessman, fiction writer, and politician. Born in 1952, Ramón Enrique Fonseca Mora, known to childhood friends as “Yike” (pronounced YEE-kay, short for Enrique), is the grandson of Costa Rica’s first ambassador to Panama on his father’s side and a dentist-turned-insurrectionist on his mother’s. He proudly claims a family history of passionate political activism, often directed at the United States, with which Panama has a long and complicated history. It dates back to the country’s separation from Colombia in 1903, in a “revolution” instigated by the United States, which was eager to secure favorable terms for building a canal across the isthmus. The resulting treaty turned the new Panamanian republic into a de facto protectorate of the United States,9 giving America absolute control over the future canal and the right to intervene in Panama’s domestic affairs, while paying a pittance for the privilege. This arrangement became a focal point for Panamanian grievances: Non-Americans couldn’t travel freely inside the Canal Zone. Local workers received lower pay. Outside the Canal Zone, Americans held top positions in the Panamanian government and English encroached on Spanish as the favored language.

Fonseca’s maternal grandfather, Ramón Mora, was among those who rebelled against this second-class status in their own country.10 Mora had attended Swarthmore College and then studied dentistry at the University of Pennsylvania. His 1921 graduation photo shows a bespectacled youth, head framed by jug ears, thickset lips pursed and unsmiling as he gazes solemnly into the camera. Back in Panama, still in his early twenties, Mora helped found an anticorruption, anti-Yankee organization called Community Action. When not at his dentistry, he also ran an opposition newspaper and built a successful rum distillery.

In 1931, Mora, revolver in hand, was among a small group of young men who staged a successful coup against the Panamanian government of Florencio Arosemena. To keep the peace, the United States made minor concessions. Mora became agricultural and public works secretary. He lasted nine months before Community Action’s pick for the presidency, Harmodio Arias Madrid, removed him. The dentist watched from the sidelines as Arias, and then his brother Arnulfo, both of whom had participated in the coup, assumed control. They pursued a populist agenda: Women received the vote, a social security system was created, antiforeigner rhetoric escalated. In 1940, Arnulfo Arias, who openly sympathized with the Nazis and Mussolini, won the presidency.11 A year after his election, the National Police (under the approving eye of the United States) deposed him.

The pattern repeated itself over the next forty years, with Arias winning three presidential elections, only to see the armed forces depose him each time. After a victory in 1968, he and his Panamañista Party served only eleven days before the National Guard stepped in. The coup gave rise to General Omar Torrijos, a charismatic populist who espoused a “dictatorship with a heart.”

At the time of the coup, the sixteen-year-old Fonseca was a budding activist who later entertained thoughts of becoming a priest and “saving the world.” There had been a priest in almost every generation of the Mora family going back centuries.12 Fonseca dropped out of university after a year, attracted by the reformist zeal of the Jesuits. The priests were secretly running workshops where university students could connect with other members of civil society interested in social reform. Through the Jesuits, Fonseca met Father Héctor Gallego, a charismatic thirty-year-old Catholic cleric from Colombia. Gallego practiced liberation theology, which taught that the Church’s responsibility to the poor included helping them to improve their economic and political situation.

Gallego worked in an isolated rural parish called Santa Fé in the Panamanian province of Veraguas. Today, it can be reached from Panama City by road in about four and half hours. In the early seventies, it was an all-day bone-jarring journey on a jeep donated by the Americans. The isolated farmers in Santa Fé lived in feudal conditions, toiling for large landowners. Most of the population had no clean water, and the Catholic Church estimated that 50 percent of the children suffered from malnutrition.13 At Gallego’s invitation, Fonseca moved to Santa Fé, where the priest put him to work on several projects, including burying the babies who had died from hunger and poor sanitation.

Relations between the local landowners and the radical priest soured after Gallego helped the farmers form a cooperative. The landowners and the military launched a campaign of harassment, which culminated at about midnight on June 9, 1971, when two soldiers from the local army base kidnapped Gallego.

The story of what happened next took on the power of myth. Soldiers hustled Gallego onto a helicopter. Hovering above the jungle over the island of Coiba, sixteen miles off Panama’s Pacific coast, they pushed him out. The gentle priest fell from the sky and vanished into the dense canopy, martyred for helping the poor.

Father Gallego’s disappearance had a profound impact on Fonseca. The archbishop of Panama, Mark McGrath, urged him to study for the priesthood as a way to keep Gallego’s message alive. Fonseca agreed, then gave up when he realized his appetite for women proved an insurmountable obstacle. Instead, he returned to university to study law but continued his activism. Panamanian students had long led protests against American control of the canal, which American soldiers sometimes met with violence. After the coup, students also demonstrated against the dictatorship. Fonseca joined the protests, becoming a student leader. His grandmother kept a ladder against the garden wall behind her house in case the police came calling and her grandson needed a speedy exit.

Yet even deep into adulthood, Gallego’s death haunted Fonseca. “When somebody disappears it’s worse than burying him; it’s not finished,” he says. “I have been looking for him my whole life.”

In 1988, Seymour Hersh reported in the New York Times that Gallego had survived the fall, at least for a few days.14 Intercepted communications purportedly revealed the chief of army intelligence, General Manuel Noriega, joking how he’d learned it was better to kill your victim before tossing him from a helicopter. Almost ten years later, a former soldier approached Church authorities with information about a clandestine grave where several people including Gallego had allegedly been dumped. An exhumation recovered a jumbled collection of bones but a DNA test proved inconclusive.

Fonseca, by now a successful lawyer, offered to have a private DNA test performed. While one missing man was positively identified, the priest was not. For years, Fonseca kept a box of mixed human remains under his office desk at Mossack Fonseca, the suspected bones of his former mentor resting by his feet.15 In 2015, the public ministry took them back. They still await a proper examination and burial.

A year before he died, an ailing Noriega told Gallego’s sister another version of what had occurred in 1971. The death-by-helicopter story that had transfixed the world was a lie. Noriega’s final account was more prosaic, although no less brutal. After his kidnapping, the priest was driven to Panama City, with the goal of sending him into exile. Along the way, he jumped out of the moving jeep and punctured a lung. His captors then beat him severely. By the time he arrived in Panama City, Gallego was barely alive. After several agonizing days, he died and his body was dumped into a mass grave.16 Fonseca suspects that the possible remains of his old mentor have yet to receive a new DNA test because those connected to the original crime continue to maintain influence in Panama.

Upon completion of his law degree in 1976,17 Fonseca left Panama to attend classes at the London School of Economics. The United Nations recruited him before he could complete his studies. They needed Central American lawyers to fill their quota system. In the UN, Fonseca envisioned an opportunity to save the world on a good salary. He accepted a position with the United Nations Conference on Trade and Development in Geneva, but within a few years he had soured on his employer.

“I lost my idealism inside the UN bureaucracy,” he says. Fonseca watched in dismay as those around him hijacked the organization’s global mission in order to enrich themselves. Bosses turned official business trips into junkets. Salvation came in the guise of a Geneva attorney. In a meeting, she kept staring at him.

“Are you Panamanian?” she asked excitedly during a break. “Tell me you are a Panamanian lawyer!”

The attorney had been searching for someone to create Panamanian companies for her clients. In Fonseca, she found her man.

According to Panama’s corporate statutes, only a Panamanian lawyer could register a Panamanian company, but the lawyer could do so on behalf of anybody. Since 1927, Panama had allowed foreigners to buy anonymous companies in the country and did not require the names of the owners or shareholders to be made public. Companies did not need to file annual financial reports. While the companies had to have directors, who were publicly listed, these directors were not required to be the companies’ owners. The registration fee was minimal, and a company could be created in as little as a week. The government did not take an interest in what these foreigners did with their Panamanian companies, which paid no tax as long as they made their money outside of Panama. The 1927 law turned the country into one of the world’s first “offshore” jurisdictions—a place where foreigners could take advantage of low or no taxes with minimal regulation.

Panama’s corporation law was based on American corporate legislation from Delaware, New Jersey, and Arkansas.18 It was the state of Delaware, in fact, that created the template for most of the tax havens that followed. In the nineteenth century, Delaware was torn between a desire to compete for business with the corporation creation laws of neighboring states, particularly New Jersey, and concern over the corruption that might follow. Corporations were already seen in America as a source of financial instability and unchecked power, because they allowed individuals to engage in speculation and escape accountability for their misdeeds.

At first, Delaware permitted only certain local industries,19 such as fruit production, to create companies, and their monetary size was capped. By 1875, company formation in Delaware was limited to an act of the state legislature or approval by a judge who determined whether the entity was lawful and would not harm the community. This attempt to tamp down on corruption instead drove incorporation practices in a different direction. A cabal of lobbyists formed. For a fee, they guaranteed they could round up enough votes in the Delaware legislature for clients who wanted to create a new company.20 In 1899, Delaware passed a General Corporation Law patterned on New Jersey’s but offering a lower tax rate to entice businesses to incorporate there. Gone were the state legislature and the judges. The new law also protected Delaware-based companies from liability and empowered them to conduct business in any state or place in the world. They only needed to avoid business activity in Delaware itself.

The Geneva attorney was Fonseca’s doorway into the secrecy world, acting as his sponsor and making introductions. She called the companies “chickens.” The business was simple—hatch the chickens in Panama and collect the annual fee as the registered agent. Fonseca says that while employed by the UN, he referred the work to a cousin in Panama, who agreed to give the companies back to Fonseca if he returned home.

The final blow to Fonseca’s career at the United Nations came from a seemingly innocuous offer. He was notified that he had become eligible for burial in a section of a Geneva cemetery reserved for the UN. As a perk to employees, the UN helped defray the costs. Fonseca suddenly saw his whole life play out as a bureaucrat, right up until the moment they shoveled the dirt over his casket.

In 1982, after six years at the UN, he quit and moved back to Panama to open his own law practice, retrieving from his cousin the companies created during his UN years. Fonseca created a Panamanian holding company, Michiana International, to handle the registration business. His new clientele included one of the richest men in the world: Adnan Khashoggi, the Saudi billionaire arms dealer. (The Geneva attorney had helped Fonseca land Khashoggi as a client.)

Khashoggi embraced the benefits of offshore tax havens,21 particularly as places to register his yachts, floating pleasure palaces where he entertained friends and influenced business prospects. Fonseca’s Michiana International registered at least three of Khashoggi’s boats, including his most opulent creation, the Nabila.

Named after Khashoggi’s daughter, the Nabila cost around $85 million (roughly $250 million in today’s dollars) to build and outfit. The 292-foot yacht could travel eighty-five hundred miles without refueling and store three months of food for one hundred people. It had a hair salon, a surgery, and a patisserie on board. Tucked away among the five levels and one hundred rooms were quarters for a crew of fifty-two. Movie stars, musicians, and the megawealthy danced in its disco. Bathrooms were hewn from single pieces of onyx. Khashoggi’s personal suite had a tortoiseshell ceiling and featured a ten-foot-wide bed, behind which lay a secret passageway for paramours. Portly, short, and balding, Khashoggi kept a bevy of high-end prostitutes on call. The yacht was a self-contained mobile world, ideal for a hyper-controlling, reality-bending, glam-loving billionaire. When creditors repossessed the Nabila in 1988, Donald Trump bought it.22

All that sizzle was in service of the sale. Khashoggi acted as a middleman for arms deals and commodities trades, taking a healthy commission on each transaction. Inside the Nabila’s staterooms, Middle Eastern royalty, Fortune 500 company executives, Swiss bankers, and government functionaries wheeled and dealed. When necessary, the yacht motored into international waters to complete contracts free of government constraint such as tax obligations.

A few years after Fonseca returned to Panama, a transaction involving another Khashoggi yacht brought Ramón Fonseca and Jürgen Mossack together as lawyers for the first time. As Fonseca tells it, Khashoggi had sold a yacht to a sheikh who was Mossack’s client. As part of the deal, the sheikh wanted a helipad on the boat. The two lawyers worked out the details. In the process, they established a rapport.

Khashoggi had an unsavory reputation, but neither Panamanian lawyer appeared to show any hesitation in working with him. In the mid-1970s, U.S. congressional hearings had exposed Khashoggi’s involvement in a massive multicountry corporate bribery scheme orchestrated by the defense contractor Northrop, which had poured tens of millions of dollars into the bank accounts of foreign officials to win contracts. Northrop had paid Khashoggi $106 million as a consultant between 1970 and 1975. The hearings showed that at least $450,000 of that found its way into bribes for two Saudi generals.23

In Panama, moral flexibility was a professional selling point. The country’s lawyers and bankers had made Panama a destination for the criminal class. Torrijos’s regime had grown increasingly corrupt, transforming the country into an offshore banking hub. By law, Panamanian banks could not release any information about account holders, even to the government. This blanket of company and bank secrecy attracted the unscrupulous. Then in 1981, in what many believe was a political assassination, Torrijos perished when his airplane crashed in western Panama. With him went the stability of the country.

Manuel Noriega, who had been head of intelligence for Torrijos, quickly maneuvered his way into power.24 Noriega accelerated the turn toward corruption, transforming Panama into a one-stop financial service provider for the Colombian drug cartels. Billions of dollars from cocaine shipments to the United States and Europe were stashed and laundered through Panama City. International condemnation followed.

Fonseca joined a civil society movement full of Rotarians and Lions Club members opposed to Noriega. He and Mossack began to discuss combining their law offices to protect themselves from pressure that might come from the dictator. The merger also made sense from a business perspective. They conducted similar practices. Combined, they had about five thousand companies under registration. This provided a steady income through annual fees.

“It was more ideal to have a single, stronger firm to be able to resist any political difficulties,” says Mossack, “and a single practitioner could never aspire to have big clients, unless you were a firm.”

In July 1986, Mossack and Fonseca held a cocktail soiree at the Union Club in Panama City as the firm’s coming-out party. Long a watering hole of the Panamanian oligarchy, Fonseca was a member of the club because of his ambassador grandfather. “We were connected to the elite but without the money,” he says, laughing at the memory.

The thirty-fifth-anniversary video features a photo of the two men at the party, dressed in suits, drinks raised in salutes to each other. Fonseca beams. Even Mossack is smiling into the camera as they toast to the future.
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TROPICAL PARADISES

The ferry from Saint Thomas passes verdant islands, skimming over turquoise waters where pirates plied their trade. After about an hour, it crosses Sir Francis Drake Channel and reaches Road Town on the island of Tortola. Ramón Fonseca didn’t know what awaited him when he took the ride in the autumn of 1986.

Shortly after joining forces, Mossack and Fonseca began to look for a new base for their companies. Panama was in turmoil. General strikes roiled the country, and the U.S. intelligence services publicly denounced Noriega’s cooperation with drug cartels.1 It seemed likely the government would default on its International Monetary Fund and World Bank loans, isolating Panama internationally.2 The unrest tainted the new firm’s main product, Panamanian companies.

“You have CNN showing demonstrations in the streets, the camera focusing on burning tires, it was not good for business,” recalls Mossack.

The two lawyers studied a map of the world looking for a jurisdiction in which to launch their enterprise. They needed a place that offered company incorporations, with low or no taxes on foreign holdings, government-enforced secrecy, a stable political system, and minimal competition from other providers. It had to be close to Panama for ease of travel and efficient enough to produce tens of thousands of companies.

In other words, they needed a tax haven. Power to create a corporation stems from the government. Without the complicity of a tax haven, firms like Mossack Fonseca cannot exist. The best tax havens from the perspective of offshore providers have similar qualities: They feature a business-friendly political culture, functioning legal systems, and limited economic competition. The offshore industry provides much-needed revenue for the government through the assessment of registration and other fees related to company incorporations. In exchange, the industry receives state support and protection.

As usual, Delaware offered the model. The state is a staunch defender of its revenue from company incorporations, which accounts for a sizable proportion of its budget.3 While actual industry practitioners in Delaware are few,4 they have an outsize control over the political process, writing the legislation that governs the industry and protecting its prerogatives in Congress.5

Fonseca was fighting off a bad cold as his boat approached Tortola, too sick to contemplate those who had preceded him. Christopher Columbus stumbled upon the archipelago in 1493, naming the islands “Saint Ursula and her 11,000 Virgins,” later abridged to the Virgin Islands. According to Catholic legend, Saint Ursula was a princess who,6 with her virginal handmaidens, set out on a pilgrimage to the Hun-besieged town of Cologne. They were not welcome. The Huns beheaded the virgins, and their leader killed Ursula with a bow and arrow.

At twenty-one square miles, Tortola is the largest and most populated of the more than forty volcanic outcroppings the English acquired in 1662, known today as the British Virgin Islands, and, in financial circles, the BVI. Beyond importing slaves and planting crops for export, the British did little to develop this territorial backwater on the outer edges of the empire. Demands for independence began in 1949 and culminated almost twenty years later with a constitution establishing a two-tiered government. Locals, called “Belongers,” elect a legislative council, who in turn select a chief minister. The Belongers oversee domestic laws, keep the peace, and raise revenue. The British Crown appoints a governor to monitor affairs and handle foreign policy. Queen Elizabeth’s name graces bridges and parks, and her image is hung in schools and government buildings. When the Queen visited in 1966, she was chauffeured around in a Lincoln convertible that for years afterward was on display at the Smuggler’s Cove Beach Bar.7

The BVI’s origins as a tax haven date to the mid-1970s, when Paul Butler, a Wall Street tax attorney,8 contacted Harney Westwood & Riegels, then the only practicing law office in the territory. Butler was an expert on double tax treaties, which are designed to avoid taxing the same income in multiple jurisdictions. He creatively employed one such treaty between the United States and the Netherlands Antilles on behalf of his clients. Under the double tax treaty, the United States did not tax companies based in the Antilles.9 In turn, the Antilles did not tax foreign investments. U.S. companies with subsidiaries in the Antilles could thus avoid being taxed by either government. Still, Butler found the Dutch language barrier formidable.

The BVI enjoyed a similar arrangement with the United States. As a member of the United Kingdom, it fell under a 1945 double tax treaty created to boost the American and British postwar economies. The BVI also had a functioning government and a literate population. It operated under common law appealable all the way to the Privy Council in London. And the islanders spoke English.

With a phone call, Butler discovered the locals were all too happy to help his clients take advantage of the treaty to avoid taxes in their homelands. Tax avoidance is what a government authority sanctions as appropriate, usually after a corporation, lawyer, or accountant pushes the boundaries of what’s acceptable. Tax evasion occurs when the activity violates the law, either blatantly or after a ruling by a court or governmental entity.10 The difference between tax avoidance and tax evasion, it has been said, “is the thickness of a prison wall.”

A cottage industry began. Butler’s biggest customer was Citicorp. In 1978, he created Citicorp Overseas Finance Corporation, based in the BVI. The subsidiary raised money in Europe and then lent it tax-free to Citicorp in the United States. Butler also established a BVI corporation for two wealthy Saudis so they could escape paying hefty taxes on the dividends from hundreds of millions of dollars of stock in U.S. companies.11

But Butler’s schemes proved too successful. U.S. Treasury officials objected to the revenue loss. Despite Butler’s pleas as the island’s unpaid lobbyist in Washington, the United States rescinded the tax treaty in 1982.

By then, the BVI was addicted to the income. There was little else available. Limited rainfall restricted agriculture on the islands. Many Belongers commuted to Saint Thomas, in the U.S. Virgin Islands, for work. A fledgling tourist trade yielded a bit more than $42 million in 1985, around 50 percent of the gross domestic product that year.12 The only other significant economic activity came from drug trafficking, which could not be taxed. Butler’s innovative schemes had brought a small measure of prosperity. But now, with one stroke of the pen, the United States had eliminated the equivalent of the country’s education bud get.

“Something had to be done to replenish the coffers,” said Lewis Hunte, attorney general of the BVI at the time.13

Butler suggested a new route. Together with Hunte and the Harneys lawyers—subsequently known as the “Gang of Five”—he crafted legislation to permit the BVI to mint “international business companies” as the Panamanians did.

Mindful of its competition, the BVI added improvements to the Delaware template. As with Delaware, the BVI did not collect information on who owned the companies. Its public registry featured the company name and the name of the firm that registered it. The BVI company had to issue shares and have at least one company director, as in Panama. However, unlike Panama, there was no public registry of directors, making the identity of the company owners even more secret.14 And nonlawyers could create companies as long as they had a General Trust License from the BVI.

The BVI law passed in 1984.15 The Gang of Five had built the perfect company formation machine. It was primed and ready to pump out companies to nourish trade and connect communities throughout the world. But when they flipped the switch, nothing much happened. No flood of company incorporations followed. The law went largely unused, until Ramón Fonseca arrived in Road Town two years later.

As he stepped onto Tortola, Fonseca saw a sparsely developed village. Only one taxi was parked at the ferry dock. There were no traffic lights, Fonseca remembers, instead a roundabout with a tractor tire in the middle.

Fonseca’s prospecting trip had come at the suggestion of the Trident Trust Company, an American financial firm based in Saint Thomas. Trident suggested that Fonseca contact Richard Peters, a member of the Gang of Five, to learn more about the BVI’s new company creation law. Fonseca instructed the taxi driver to take him to the center of town. It was a short trip. The taxi deposited him on a narrow two-way street. Chickens and goats wandered the cobblestones. Rough wooden dwellings lined the roadway.



In 1986, there were slightly more than twelve thousand people in all of the British Virgin Islands—and around nine thousand of them on Tortola.16 The bonds of kinship on a small island are iron-strong. In the BVI, the wise never speak ill of their neighbors, lest it get back to them. Road Town was a close-knit community that viewed outsiders with suspicion, and so Fonseca needed a way to win the trust of the Belongers. Once they experienced the benefits of working with Mossack Fonseca, their loyalty would follow.

Tax havens are remarkably cohesive communities. The financial services industry dominates. Local elites follow the cash, joining the industry or servicing it in other ways. Business interests and the political establishment become intertwined. Once the industry is established, the social controls that already exist in small, isolated communities activate on behalf of the industry. Locals accept a certain degree of corruption in the interest of keeping the money flowing. Those who resist are cowed into silence, ostracized, and—if they persist—sometimes imprisoned or exiled.

The BVI forms part of a system of British tax havens. These vestiges of the British Empire include the BVI, the Cayman Islands, Bermuda, the Channel Islands, and Turks and Caicos. Farther afield but part of the same tax haven family are former English possessions like the Bahamas, Belize, Cyprus, Singapore, and the Seychelles.

Among these jurisdictions, one of the oldest and most venerable is Jersey, an island off the coast of Normandy in the English Channel, less than an hour’s plane ride from London. Jürgen Mossack remembers visiting the island for conferences to learn about the offshore industry during his residence in the UK in the 1970s. Jersey operates as an extension of the City of London’s financial district.

John Christensen was an economic adviser to Jersey in the early 1990s.17 Raised in a local upper-crust family, he cooperated with a Wall Street Journal exposé of a banking scandal that implicated the island’s most powerful politician. Parliamentary committees opened investigations into Christensen’s department, he believes, to drown him in work and destroy his reputation. Friends and family abandoned him. An older brother, who worked in a Jersey trust company, refused to speak with him for nearly twenty years.

The saying on Jersey, Christensen recalls, was, “If you don’t like it here, there’s a boat in the morning.”



Fonseca found Richard Peters, the lawyer Trident recommended, in his office on Tortola’s main street. Peters directed him to Cyril B. Romney, the BVI’s chief minister, to inquire about a business license to create companies. Romney had sponsored the 1984 company incorporation law, and, after listening to Fonseca, he promised to review the matter and get back to him.

After his meeting with Romney, Fonseca encountered Keith Flax,18 a local jeweler who was also speaker of the legislative council and a close friend of both Romney and Peters.19 It didn’t take long for the Panamanian and the Belonger to recognize they shared a special bond. Both were members of the ancient order of Freemasons. Dating to the Industrial Revolution in England, Freemasonry appropriated the symbols of craft guilds like the stonemasons to forge a fraternal order kept alive through esoteric rituals and Masonic lodges.

Fonseca had tapped into an underground network—a secret society within a secret society—that exists in tax havens, particularly the British ones. Knowledge of Freemasonry, its signs, symbols, and rites, often serves as a doorway into closed cultures. It provides instant solidarity and an opportunity for government and business interests to network privately. John Christensen says he was approached multiple times on Jersey to join one lodge or another. He always declined the offer. Holding no particular animus toward Freemasonry or the elite hobnobbing in the lodges, Christensen nonetheless viewed it all as slightly creepy.

Flax invited Fonseca to a meeting at the Saint Ursula Masonic Lodge. Fonseca remembers traveling deep into the jungle to get there. At last they arrived at a clearing where he encountered one of the most beautiful Masonic temples he had ever seen. As he watched the gathering, Fonseca’s cold asserted itself. He began to cough uncontrollably. Mortified, he tried to stifle the hacking. Seemingly out of nowhere, Cyril Romney appeared by his side. He patted Fonseca on the back. “I know you’re nervous,” the chief minister said. “Don’t worry, you’re getting the license.”

The firm soon hired Keith Flax’s wife, Rosemarie, to run the Tortola office. She had experience working for a trust company. More important, she was well connected among her fellow Belongers. When Keith Flax built a three-story building, he rented the top floor to Mossack Fonseca, which was becoming known as “Mossfon,” for short. Flax named the sky blue building “aKaRa,” a mash-up of the couple’s first initials and those of their three daughters.

In the beginning, Mossfon sold companies in the BVI for as little as $750. The business was simple: The person buying the company was usually an intermediary—a lawyer, accountant, or banker—who acted on behalf of the actual customer, known as the “ultimate beneficial owner.” Sometimes the buyer wanted to purchase a preexisting company. An older vintage company conferred respectability, making it look as if it had a history. Mossfon kept a stock of these “shelf companies” available for an additional fee.

The beneficial owner now had decisions to make. Who would be the shareholder of the company? As an added layer of secrecy, many jurisdictions, including Panama and the BVI, allowed companies to issue “bearer shares.” These share certificates were pieces of paper and whoever physically possessed them owned the company. Bearer shares could be used to transfer assets completely anonymously. They were favorite tools of money launderers and one of Mossfon’s more popu lar offerings.

Finally, the owner needed to choose directors. For an extra $100, Mossfon provided another layer of secrecy by arranging for the services of a company director. These stand-ins, known in the trade as “nominees,” appeared on paper as corporate officers who controlled the company. In reality, they served only to hide the identity of the beneficial owner, who often covertly controlled the company through a secret power-of-attorney agreement. Nominee directors are a corporate compliance charade commonly practiced throughout the offshore industry.

The nominee directors created new opportunities for Mossfon to profit. When the company wanted to perform an act—open a bank account, move money, sign a contract, make a purchase—the nominee directors had to hold a meeting (usually only on paper) and provide their signatures to make it official. Every signature was another $45 in the Mossfon coffers.

In the early days, Mossack and Fonseca, members of their small staff, and even their relatives served as nominee directors for the companies they registered. Before the partners quit acting as nominees themselves, they served as directors for thousands of companies. Later, as the Mossfon company-creation factory cranked up, the firm required scores of nominees. While the service was lucrative for the firm, Mossfon paid the employees who performed it poorly. Mossfon’s most prolific directors were corporate officers for tens of thousands of companies. Some even worked for multiple registered agents. Adelina Mercedes Chavarria de Estribi was a director of over one hundred Mossfon companies and more than twenty-seven thousand Panamanian registered companies overall.20

As part of their job, the nominees signed hundreds of blank forms. These blanks became legal corporate documents and resolutions. Mossfon provided the signed blanks to their offices around the world. The signatures were in different places on the empty page, depending on what the document would ultimately become—for example, on the bottom for a share certificate or in the middle to resign from a company. It was of no consequence that the nominees never saw the filled-in documents to which their signatures were affixed. They exercised no real authority over the company. For the fiction of an active company officer to work as a business concept, it had to be efficient—hence the signed blanks.

“The signed blank documents allow [clients] to open bank accounts and carry out business transactions without the need to wait one or two weeks for documents to arrive,”21 Fonseca explained to a Mossfon employee in Europe. “All our competitors do the same thing in Geneva and therefore, we are obliged to do so.”

Once Mossfon created the company, it went into a file, forgotten, until a year passed and it was time to send an invoice to renew the registration. In 1985, the annual reregistration fee was $150.

There were any number of ways an offshore company could be used legally, even to avoid taxes. Corporations had been doing it for generations. Companies based in a tax haven allowed for the efficient operation of a business that crossed multiple jurisdictions, reducing levies and liabilities. Individuals wanted the same service for the same reasons. Anonymous companies also shield assets, allowing a businessman or politician to hide a mistress and minimize unwelcome attention from covetous relatives and potential kidnappers. From the perspective of Mossack and Fonseca, the service they offered was one of selling privacy. BVI companies also proved irresistible to the criminal class. An anonymous company was the perfect vehicle to move or conceal the proceeds of illegal activity.

Within a year of Mossfon’s arrival in the BVI, another Panamanian law firm, Morgan and Morgan, set up shop. More firms followed. Rising living standards in the developing world began to expand the market for offshore companies. What was once the domain of the superrich became accessible to the merely wealthy. Company incorporations catering to a new global elite took off, launching a boom period for the BVI.

In Mossfon’s early years, the Caribbean was awash in drug money. It’s impossible to quantify the impact of money laundering from drug trafficking on Mossfon’s business, although it was likely significant. The drug trade added an anything-goes flavor to Tortola. Martin Kenney, a Canadian lawyer and fraud investigator,22 remembers visiting the island during this period because he needed information from one of the dozens of trust companies working out of the BVI. The firm that held the information was run by a bartender, who operated his trust company from a fax machine behind the bar. Busy serving up rum punches, the bartender gestured to the stack of papers piled next to the fax machine and invited Kenney to find the documents himself.

“It was like the three monkeys back then,” says Kenney of offshore client vetting. “See nothing. Hear nothing. Say nothing.”



Anonymous companies soon surpassed the more traditional secrecy vehicle, the trust. The concept of the trust dates to feudal England.23 Knights setting out for the Crusades entrusted their estates to stewards to safeguard them while they were spilling blood in foreign lands. The steward, usually an adult male relative or friend, took custody of the assets. It was a tidy mechanism for landholders to escape taxes and inheritance complications. At a time when wills had a shaky legal foundation, trusts, with after-death directives, allowed a wealthy man to pass assets to a mistress or a favored child. Prohibitions against leaving property to women could be circumvented. Trusts ensured the family business went to an intelligent daughter rather than an idiot son.

A legal deed spelled out the relationship between the steward, called the trustee, and the person relinquishing the assets, known as the “settlor.” Governments did not register or approve the trustee relationship. It was a private contract, an inexpensive way to create an impenetrable wall of secrecy. By entrusting the assets to a trustee, one could have the benefits of ownership without the duties and liabilities. Officially, the assets of the trust no longer belonged to the settlor but to the trustee. Taxes were levied where the trust was based, which helped British-formed tax havens flourish. Trust laws guaranteed stiff penalties for violations of confidentiality. In Panama, anyone violating trust secrecy could be sanctioned with a $50,000 fine or up to six months in prison.24

However, for the sales force at Mossfon, trusts had a major flaw: Their customers did not trust the trustee. In Britain and America, well-placed trustee firms went back generations. When it came to safeguarding assets, they had sterling reputations. Furthermore, trust equity law was well established; courts recognized and understood trusts. These institutional protections did not exist in emerging markets such as Latin America, China, and Eastern Europe—the very places where Mossfon sought to grow.

In those regions, corruption and impunity drove people to Mossfon in search of anonymous companies. Far from expecting their own governments and legal systems to safeguard their wealth, they feared government functionaries might steal their money—if the clients weren’t doing the thieving themselves. Lack of confidence in their own institutions extended to foreign ones, and with some justification. In Jersey and other tax havens, courts had poked holes in the validity of asset transfers, calling certain trust arrangements a “sham.”25 Many of Mossfon’s beneficial owners had gone to considerable trouble to spirit money away from their home countries. The idea of turning their hard-won cash over to a third party to place in an unregistered financial structure, protected only by a legal system in which they had little faith, was naturally unappealing.



In 1989, Mossfon added another tax haven to its menu, the Bahamas, whose proximity to the United States had long made it a destination for Americans trying to escape taxes. President Franklin Roosevelt sent a letter to Congress in 1937, complaining that Americans were using the Bahamas, Panama, and Newfoundland to avoid paying taxes. Citizens had formed sixty-four offshore companies in the Bahamas to escape their civic responsibilities, the president complained. “When our legitimate revenues are attacked,26 the whole structure of our Government is attacked,” he wrote. “‘Clever little schemes’ are not admirable when they undermine the foundations of society.”

The Mafia used the Bahamas as a staging area for bootlegging during Prohibition. The first premier of the Bahamas, Sir Roland Symonette, grew rich smuggling whiskey.27 After Fidel Castro shut down the Mob’s outpost in Cuba in 1959, Mafia strategist Meyer Lansky looked to the islands.28 He found a ready partner in Symonette, one of a group of local elites known as the Bay Street Boys, because they met at a downtown club on Bay and Charlotte Streets in Nassau. Together they concocted a system of government-backed offshore banking and company formation that laundered money and helped multinationals and individuals evade taxes.29

Mossfon was already entering a crowded market in the Bahamas. By 1990, according to the Bahamas public registry, there were more than one hundred agents who were registering companies there. “This seems like an easy business but it is very difficult,” says Jürgen Mossack. “The competition is always there.” Low margins and intense competition required constant improvement to survive. In the offshore business, this primarily meant easier and faster company incorporations.

As more incorporators crowded into the BVI and the Bahamas, Mossfon looked to increase its business elsewhere. The United States pointed the way. As a specialist in maritime law, Mossack was familiar with the Liberian ship registry.30 Since the 1950s, Liberia had registered ships under its own flag but the public registry was never based in Africa. Rather, the registry resided in a suite of offices in New York City. It was created by a former U.S. secretary of state in conjunction with corporate interests like Shell Oil. The Liberians readily assented in return for a cut of the proceeds.31

Mossack thought, if the Americans could have a monopoly by running their own public registry, why couldn’t Mossfon?

The partners sent the recently widowed manager of their Jersey office, an American named Nancy Broadhurst, to the South Pacific. Her instructions were to find a friendly country that would allow itself to be used as an exclusive jurisdiction for Mossfon companies.

“She disappeared for a week, literally disappeared in Papua New Guinea,” remembers Fonseca. “We were really worried. We thought maybe she had been eaten by cannibals or something.”

Broadhurst had gone prospecting at an offshore conference in Papua New Guinea. One day at the conference she was sitting at the hotel bar and struck up a conversation with a neighbor on the stool beside her. She told him she’d been sent out by the bosses in Panama to find a magical land to serve as a new location for offshore companies. Her new friend listened with interest. We can do that, he told her. Her bar mate, Frank Lui, was the premier of the island nation of Niue.

A sparsely populated coral outcrop situated in the middle of nowhere, Niue is 1,500 miles northeast of New Zealand.32 It’s currently about 103 square miles in size, but rising sea levels threaten to shrink its landmass. Europeans first laid eyes on the place in 1774, when the locals repeatedly prevented Captain James Cook from landing there, prompting him to dub it “Savage Island.” New Zealand annexed it in 1901 but approved self-government for Niue under an association agreement in 1974. As New Zealand’s ward, Niue received a stipend, but the money wasn’t enough to make ends meet, according to Mossack. When Broadhurst met Lui, the island’s leaders were already investigating converting to a tax haven to create additional income for its approximately five hundred inhabitants.

Broadhurst traveled to Panama and joined a group of Mossfon lawyers to draft an incorporation law for Niue. They largely copied the BVI law—which had itself been copied from Delaware—and customized it for Niue, adding some innovations of their own. For example, the law allowed company names in Chinese characters and the Russian Cyrillic alphabet, which the BVI did not. The Niue International Business Company Act passed in 1994. Later that year, the firm took Frank Lui to Hong Kong as part of a road show to sell the jurisdiction to the Chinese. They advertised the island as the “Jewel in the Crown of the South Seas.”

With the registry located in Mossfon’s offices, the firm could crank out a Niue company in under an hour, at whatever price the firm determined. Mossfon’s offices around the world had the blank documents and the official seals, pre-signed by the Niue deputy registrar, who happened to be a Mossfon employee. All they had to do was check with Panama to ensure the name was available, get the International Business Company number, pull up the correct template, and print.

“We could control the process, control the quality and the speed,” said Mossack.

All that control did not prevent Mossfon’s Niue companies from being used by criminals. James Ibori, the governor of Nigeria’s oil-rich Delta State, opened a Niue company called Stanhope Investments while still holding office, using it to buy expensive properties in London. In 2012, prosecutors in the UK convicted Ibori of fraud and corruption, sentencing him to thirteen years in prison. Gary Porritt employed his Niue company, Gold Star, to make it appear as if an outside company was buying shares in his South African investment company, to artificially prop up its value, according to prosecutors. Porritt, facing trial on multiple charges, maintains his innocence. In Argentina, the father and son Hugo and Mariano Jinkis operated a network of offshore companies that U.S. prosecutors alleged were used to pay bribes in exchange for multimillion-dollar television contracts to broadcast soccer matches. The Mossfon files show that one of these companies, Cross Trading, based in Niue, purchased the rights for Ecuadorian soccer matches for $111,000 and then quickly flipped them to the Ecuadorian broadcaster Teleamazonas for $311,170.33 The Jinkises are fighting extradition to the United States.

Niue never equaled the success of the BVI. Despite the ease of incorporation, the island was always a tough sell to many potential customers. “If you think people didn’t know where the BVI was, try explaining to them where this empty spot in the middle of the Pacific Ocean was,” said Mossack.



By 1994, the BVI hosted 136,112 companies.34 This represented 47.7 percent of the total share of offshore company formation worldwide. Even though there were thirty-nine firms registering companies in the BVI, Mossfon accounted for more than 10 percent of all the companies created.35

Inconspicuous-looking from the outside, the Akara Building served as the principal business address for economic activities that spanned the globe, a temple of financial secrecy. Road Town grew up around it. The offshore business accounted for almost half of the BVI government’s revenue, making it one of the most prosperous small island nations in the developing world. Every Belonger who wanted a job had one. Financial service professionals from countries throughout the world came to Road Town to sell companies and offshore structures. The BVI’s population had more than doubled from where it was when Fonseca first arrived.36

Success carried a cost. Privately, locals talk wistfully of a paradise lost, a culture changed forever. They describe the old BVI as unspoiled, a place of leisurely rhythms, friendly neighbors, Saturday open-air markets, and pristine beaches. The financial service workers brought traffic, bustle, high prices. Today, the new BVI is a place where the affluent pay others to stand in the long lines at banks and government offices.37 Criticizing the financial services industry is viewed as disloyal. People drop their voices and look around before expressing disapproval.

The old Saint Ursula Masonic Lodge is gone, too. Ramón Fonseca’s memory of that visit is gauzy with nostalgia. In reality, the lodge was only about half a mile from the main road. While it may have been surrounded by the bush when he arrived, today it’s off a street filled with disheveled houses and small businesses. A new, larger Saint Ursula’s temple has replaced the quaint wooden building that once enchanted Fonseca. Behind the new lodge rises a modern office building. Among its tenants are company formation agents.
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