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Liechtenstein in International Tax Cooperation

Tax information and double taxation agreements

After adopting the OECD standards on taxation, Liechtenstein completed
the first phase of the transition process for the Liechtenstein financial mar-
ket for the future. In exchange, the OECD removed Liechtenstein from the
“Grey List” of non-compliant countries on tax matters. By 15 October 2011
Liechtenstein had signed tax information agreements with twenty-four
countries. Information exchange on tax matters is not automatic but follows
a precisely worded request. It is planned to reach double taxation agree-
ments especially with those countries which are important to the Liechten-

stein export industry.

In the “Liechtenstein Declaration” of
12t March 2009 the Principality of
Liechtenstein has committed itself to
the OECD standards on tax matters.
In the declaration the Government
emphasised “Liechtenstein’s commit-
ment to implement the OECD global
standards of transparency and infor-
mation exchange on tax matters”. As
a result, Liechtenstein signed TIEA-
Agreements (Tax Information Ex-
change Agreement) with a series of
other countries after which the OECD
removed the Principality of Liechten-
stein from the “Grey List” of non-
compliant states on tax matters. The
Liechtenstein Government consid-
ered the removal from the “Grey List”
as an important intermediary step in
the re-alignment of the economic and
financial market place. Connected to
the finalisation of the TIEA-Agree-
ment is the intention to reach double
taxation agreements (DTA) with con-
tract partners which are important to

Liechtenstein's export economy in
and outside Europe.

Information Exchange on Tax Mat-
ters with the USA

Even before the “Liechtenstein Dec-
laration” the Liechtenstein Govern-
ment in its project «Futuro» had in-
troduced a new strategy for the fi-
nancial market. Liechtenstein set
aside its previously defensive policy.
The Liechtenstein-USA Agreement
in 2008 was the first deviation from
the principle of not providing other
countries with information on tax

High Protection for Privacy and Private Assets

Liechtenstein is un attructive finuncidl centre in the heurt of
Europe. Various fuctors contribute to the uttractiveness of the
financial centre, especidlly the high protection of private prop-
erty and privacy. Asset protection is one of the most essentidl
elements of the renewed Foundation Law of 2010, which
focuses on the protection of privute property, from uccess by
creditors of the founder or of the beneficiaries, us well ds the pro-
visions for family members. Politicul continuity, the stability of the
Swiss Frunc us leydl tender, u sound legul system und d frudi-
tiondlly lioeral economic order ure umony the yuintessentidl
Liechtenstein locution factors, Through the *Liechtenstein Dec-
laration” of 12" March 2009, Liechtenstein uccepted the inter-
nationdl rules on information exchange in tax matters, Never-
theless, there is no uutomatic information exchunye with foreign
tux uuthorities. In fuct, Liechtenstein has committed itself on the
busis of the OECD agreement with other states to grant infor-
mation exchunye in well-founded cuses. Legal und administra-
tive ussistunce will only be provided in precise reyuests, “fishing
expeditions” are not permissible.
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The Principality of Liechtenstein traditionally maintains a high protection of privacy

matters. By the summer of 2006, the
USA had already proposed an agree-
ment on tax information which was
linked to the extension of the QI-Sta-
tus (Qualified Intermediary) for
Liechtenstein banks, valid to the end
of 2008. The TIEA Agreement was
signed in Vaduz on 8 December
2008 and came into force after Na-
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and personal property

tional Law was revised on 1% January
2010, becoming applicable for the tax
year 2009. Consequently, the USA ex-
tended the Qualified Intermediary-
Status of Liechtenstein banks for a
further six years to December 2015.

The TIEA Agreement is based on mu-
tual assistance through the exchange
of information that is relevant for the
application of tax laws in the re-
questing state.

Information exchange is in the form
of administrative assistance between
the tax authorities of both countries.
Administrative assistance must be
provided in cases of fraudulent tax
offences according to US Law, even if
the offence does not contravene
Liechtenstein tax laws. In the US
agreement, Liechtenstein abandoned
the principle of mutual criminality -
where the offence is punishable in
both states.

Information is not exchanged auto-
matically but only on the basis of a
precisely worded request. Liechten-
stein must only provide administra-
tive assistance within the terms of the
agreement, when the clearly pre-
scribed conditions are fulfilled.
These conditions contain detailed in-
formation on the identity of the US
tax payer, the underlying facts and
the nature and form as well as the
time period of the requested infor-
mation. In addition, Liechtenstein
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can demand a declaration stating
that the USA has exhausted all possi-
ble means to acquire the information
within its territories. The informa-
tion request presented to Liechten-
stein requires extreme detail, thereby
preventing mere “fishing” or “fact
finding expeditions”.

Tax Cooperation between
Liechtenstein and Germany
Information exchange on tax matters
with Germany is of particular impor-
tance to Liechtenstein. Over the past
few years Germany had applied con-
siderable pressure on the so-called
“Liechtenstein Tax Haven”. As early
as the summer of 2008, Liechtenstein
offered the EU States a bilateral
agreement, as part of the implemen-
tation of the OECD standards on the
exchange of tax information. The Fi-
nance Ministry of the German Gov-
ernment regarded this type of agree-
ment between Liechtenstein and
Germany as unnecessary but placed
emphasis, at the talks in Brussels, on
an agreement to combat fraud. The
Finance Ministry first showed its
willingness to negotiate a TIEA
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Liechtenstein will only provide administrative assistance to foreign states on the
basis of a precise request and justified suspicion

Agreement at the beginning of 2009
and it was finally signed on 2" Sep-
tember 2009 in Vaduz.

The agreement contains time and
material limitations on the exchange
of tax information. The time limita-
tion stipulates that information must
only be provided as of the tax year
beginning 1% January 2010. In addi-
tion, information exchange is not au-
tomatic but on the basis of a precise-
ly worded request. Liechtenstein
must only provide administrative as-
sistance to Germany if the precisely
defined conditions are met.

Liechtenstein must only grant a re-
quest from Germany if the exact re-
quirements are fulfilled as set out in
the agreement with the USA. The ex-
change of tax information is already
foreseen in assessment and levying
procedures whereby it is irrelevant
whether criminal action has been
taken in Germany or if, according to
Liechtenstein Law, tax fraud or tax
evasion has been committed where-
by, in Liechtenstein, this would only
entail administrative sanctions.

Tax Administrative Assistance
with the United Kingdom
Liechtenstein has taken a new and
worldwide unique path on tax coop-
eration with the United Kingdom. In
addition to fulfilling the OECD stan-
dards on providing administrative
assistance, the agreement, reached in

No Administrative Assistance on Stolen Data

The Principdlity of Liechtenstein has findlised agreements on
information exchange on tux matters (Tux Information
Exchunge Agreement - TIEA) us well us double tuxation ugree-
ments (DTA) with G humber of stutes. The parthers are, uccord-
ing to the agreements, to provide administrative assistance,
evenif the tux offence does hot constitute u punishuble offence
in Liechfenstein. In order to execute the biluteral administrutive
ussistunce, us set outin the TIEA und DTA agreements, it wus hec-
essury for Liechtenstein fo puss u Tux Administrative Assistunce
Law in 2010. In uccordunce with this law, information is not pro-
vided aufomuticdlly but on the busis of u precisely worded
request. Liechtenstein must only grant a request when certain
condifions are fulfilled e.y. detdiled information on the identity
of the tux payer and the matter, A reguest for administrative
ussistunce cun be refused if it contrudicts the «ordre public»,
which is, uccording to internationdl law, u violation of fundu-
mental nationdl legal principles. This particularly dpplies in
cuse where u foreign state has procured the information in <
manner which would constitute a criminal action in Liechten-
stein. Liechtenstein specificully included this cluuse in the luw in
order to uvoid udministrutive ussistunce if the information hus
been dcyuired by theft.

the summer of 2009, has at its core, a
pragmatic solution giving tax legiti-
mation to British clients in the Liech-
tenstein financial market place. The
agreement on the exchange of infor-
mation on tax matters, signed with
the British Tax Authorities, contains
a“Memorandum of Understanding”
and a “Mutual Declaration” on the
future development of cooperation

in tax matters. This is a tailor-made
approach which creates legal certain-
ty and takes into account established
structures and mutual interests. The
new financial market place frame-
work offers British clients the possi-
bility of attaining tax conformity by
means of a “self-declaration” at at-
tractive conditions. The United King-
dom committed itself to providing
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Liechtenstein upholds its bank secrecy which provides privacy for the customers
and protects their personal data against unjustified access

British clients in Liechtenstein with
an attractive “Liechtenstein Disclo-
sure Facility” while Liechtenstein en-
tered a commitment to establish, un-
der national law, an Administrative
Assistance and Compliance Pro-
gramme so that British clients can,
up to the end of the programme in
2015, fulfil their tax commitments in
the UK. In the “Mutual Declaration”,

the contractual parties addressed the
subject of tax treatment of Liechten-
stein legal entities (companies)
whereby, as a basis, it was agreed
that Foundations and English Trusts
are, for tax purposes, to be treated
equally. This legal certainty now
makes Liechtenstein Foundations
particularly attractive to customers
from the United Kingdom.

and foreign companies

matters

Trust administration

Family office services
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Leydl opinions

Summary of Services

International financial, tux and business consulting

Incorporation, domiciling and administration of domestic

Consulfing in internhational frade und financial fransactions

Leydl representation in civil, administrative and criminal

Investment consulting und investment munuygement

Bookkeepinyg und uuditing

Intellectudl property, licensing und franchising
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Vaduz - Principality of Liechtenstein
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In 2011 the economic climate in Liechten-
stein is good. 99% of industry and commerce
describe the general conditions as good or
satisfactory.

The three major banks reported a growth of
new money to the value of 6.5 billion Swiss
Francs in the first half of 2011,

Export of goods (excluding deliveries to
Switzerland) rose by 3% in the first half of
2011.

Turnover of 25 major companies in Liechten-
stein increased, according to VAT data, by
7% in the first half year. Turnover in the
industrial sector increased by 12% in the
same period compared to the previous year.
At the same time, employment in industry
and production had risen by 1.5% by the
middle of 2011. In June 2011 approximately
35'000 people were employed in Liechten-
stein. This corresponds to an increase of 3%
compared to the previous year.

The second half of the year saw a slight slow-
ing down of the economic recovery. The glob-
al economic downturn had a negative influ-
ence. The highly-rated Swiss Franc damp-
ened demand for Liechtenstein’s exports
while low interest rates and turbulence
caused by the European debt crisis influenced
the results of the financial service providers.

(Source: Office of Stutistics)
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