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Liechtenstein Bank Secrecy Continues

No automatic exchange of information in cases of tax fraud and tax evasion

In the “Liechtenstein Declaration” on 12th March 2009 the Government of
the Principality of Liechtenstein made it known that it was aspiring, in
accordance with the OECD standards, towards comprehensive coopera-
tion on tax questions with other states. At the same time, the Government
confirmed that it would continue to uphold legitimate privacy rights of
clients, worldwide, in the Liechtenstein financial market place. As before,
in the area of bank secrecy, Liechtenstein still continues to have solid

legislation.

The Liechtenstein Government, hav-
ing already developed an advance-
ment strategy in 2008 in order to safe-
guard the future of the financial mar-
ket place, emphasized with the
“Liechtenstein ~ Declaration” its
stance regarding the protection of
privacy and defence of bank secrecy.
In addition, Liechtenstein affirmed
its readiness to accelerate negotia-
tions on agreements regarding taxin-
formation exchange in order to have
a network of agreements at its dis-
posal as soon as possible. Within the
framework of this process Liechten-
stein reconfirmed its responsibility
not only towards tax claims of other
states but also to the trust of its inter-
national clientele. Since March the
success of this strategy has been
crowned when the OECD rec-
ognized Liechtenstein’s compliance
with the international tax coopera-
tion standards and removed the
Principality from the grey list of non-
cooperating countries.

Legitimate Protection of Secrecy

In front of a backdrop of efforts to sta-
bilise global economy and interna-
tional financial systems, Liechten-
stein decided on a pro-active strate-
gy and presented itself to the world
through the “Liechtenstein Declara-

tion” as a fully responsible and reli-
able partner. The ratification of an in-
terest tax agreement with the Euro-
pean Union and the completion of a
tax agreement with the USA, based
on OECD standards, paved the way.
Bank secrecy protection continues
contrary to the general misconcep-
tion that it has been abolished, but, in
future, judicial assistance will be af-
forded not only in the case of tax
fraud but also, under certain circum-
stances, in the case of tax evasion.
Previous misconceptions compared
bank secrecy, which was never ab-
solute, with a bank safe. Liechten-

Protection of Privacy
Liechtenstein Decluration to the OECD-Stundards on Tux Mutters

"With this declaration, Liechtenstein commits itself to the imple-
mentation of the globual stundurds of transparency und infor-
mation exchunge on tux yuestions us developed by the OECD
us well as intensive participdation in international efforts to fight
the hon-compliunce to foreign tax laws. With this declaration,
Liechtenstein emphusized ifs position on the protection of ri-
vacy and bank customer secrecy. It confirmed its willinghess to
uccelerate the hegotiations on agreements regurding informa-
tion exchunge o tux matters und other agreements in order to
have, us soon s possible, a network of agreements af its dis-
posul, which hot only counteracts the problem of tux fraud und
evusion but ulso double-tuxation”.

Declaration of the Government of the Principdlity of Liechtenstein on 12th March 2009

Dr. iur. et lic. oec. Norbert Seeger - Attorney-atLaw

Vaduz - Principality of Liechtenstein




Liechtenstein was removed from the grey list of non-cooperating countries on tax
matters by the OECD on 11" November 2009

stein had, in the past, always given
judicial assistance in the case of crim-
inal action.

Model Agreement with the USA

Prior to the “Liechtenstein Declara-
tion” Liechtenstein had, on 8th De-
cember 2008, signed an agreement
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with the USA on cooperation and in-
formation exchange on tax matters
(TIEA).

The Government declared that this
change of paradigm from a restric-
tive, defensive to a cooperative atti-
tude showed its desire to safeguard
Liechtenstein’s ~ Financial Market
Place and its economic position in the
long term.

From September 2009 the Tax Infor-
mation Exchange Agreement (TIEA)
with the USA served as a guideline to
the cooperation agreements which
were finalised with a number of oth-
er countries. In signing the TIEA
agreement, Liechtenstein Banks ful-
filled the requirements for the exten-
sion of QI-Status (Qualified Interme-
diary) which was extended by the
USA from 1st January 2010 for a fur-
ther six years. The judicial assistance
law based on the TIEA found the ap-
proval of the Liechtenstein Bankers’
Association as it contained clear and,
at the same time strict regulations
guaranteeing legal assistance. The
Liechtenstein Bankers’ Association
praised as a positive step that, with-
in the framework of the judicial as-
sistance law, any foreseen exchange
of information would be based sole-
ly on a precise request. Through this
law, as before, no sensitive tax data
will be given abroad without a tar-
geted and individual request. Con-
sent also came from the export in-
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dustry which described the legal as-
sistance law as an important build-
ing block for constructive coopera-
tion and continuing good relations
with the USA.

Information on Request

The exchange of information be-
tween Liechtenstein and the USA is
provided for by means of judicial as-
sistance. The agreement explicitly
stipulates that information between
the competent tax authorities is not
automatically exchanged but on the
basis of a precisely phrased request.
Liechtenstein must only fulfil a re-
quest if the set conditions are ful-
filled. The request for information
addressed to Liechtenstein must con-
tain:

¢ The identity of the tax payer whose
tax or criminal liability is in question.
* The time period for which the in-
formation is required

¢ The justification for believing that
the required information can be
found in Liechtenstein

¢ The name and address of the per-
son who is believed to be in posses-
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Liechtenstein protects the legitimate privacy rights of its clients around the world in

sion of or in control of the requested
information

¢ A declaration that the USA has ex-
hausted all possible means at its dis-
posal within its area of sovereignty.

With this, by no means complete cat-
alogue of requirements, mere “fish-
ing expeditions” or “fact finding mis-
sions” should be prevented. In addi-
tion, the terms of the agreement also
provide that a State can refuse to pro-
vide information which is protected
by attorney secrets, company secrets
or professional secrets. Information
is not protected if the professional se-
cret only applies to the financial ser-
vice itself.

Agreement with Germany
Following the USA model, Liechten-
stein concluded agreements on infor-
mation exchange with Germany and a
number of other countries. When
signing the agreement, Liechtenstein’s
Prime Minister Klaus Tschiitscher em-
phasized that the agreement was a
further example of how the OECD
standard in the field of tax informa-
tion exchange could be applied on a
wide international plain.

Successful cross-frontier cooperation
on tax matters pre-requisites, accord-
ing to Tschiitscher, that the contrac-
tual partners guarantee mutual in-
terstate relationships and legal pro-
cedures in the interest of their
citizens. This agreement also con-

the area of bank secrecy

OECD-Standards on Questions of Taxation

"The declaration of 12th March on future cooperation in tux
mutters hus been followed by the first relevant agreements in
the pust few weeks.

Transforming our finuncidl centre in the middle of the bigyest
ecohomic crisis in decudes is certuinly not un edsy undertuking.
| am, however, convinced that the course we have tdken is the
right one und will ultimutely be successful. It is the only course to
ensure the stuble und sustuinuble growth of our finuncidl cen-
fre. To achieve this growth, we must take the hext stefs now, with
the necessury determination und speed. Sluckening off dll oo
soonh becuuse competing centres dppedr to be slower than us

harbours the risk of an opportunity wasted.”

H.S.H. Heredlitary Prince Alois von Liechtehstein in his udadress on the state holiday on 15th
August 2009

"The Liechtenstein Bunkers” Association welcomes the Liech-
tenstein Declaration of the Government of the Principulity of
Liechtenstein and its willingness to dpply the ylobul OECD stun-
dards on tux yuestions. The Liechtenstein Bunkers” Associution
endorses, ut the sume time, u speedy conclusion to the heyoti-
ations with the EU on u fraud ugreement. It supports the Liech-
tenstein Government in its infention, in the sense of u bulunce
of interest, to reuch concrete results in the hegotiations on tux
information exchunge on reyuest, in uccordance with OECD
standards as soon us possible. Intensified tax cooperation is not
contfrudictory to the protection of privacy which is still guaran-
teed in respect of unwarranted uccess of third parties. The
Bankers” Associdation fundamentally rejects an  automatic
exchunge of informution. So-culled fishing expeditions contru-
dict the underlying philosophy of Liechtenstein Banks in the pro-
tection of privacy.”

Comment by the Liechtenstein Bankers’ Associction on the Liechtenstein Declaration
oh 12th March 2009

cerns itself with the legitimate pro-
tection of privacy of citizens from ar-
bitrary access by the State as well as

guaranteeing legal certainty. Ex-
change of information with Ger-
many is only provided through pre-
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Liechtenstein stands for transparency and offers trust and credibility in an ever
changing global financial order

cisely worded requests. The Princi-
pality of Liechtenstein relinquished
the fiercely protected principle of
mutual criminal liability as a pre-
condition for the exchange of infor-
mation. Germany and Liechtenstein
set out a protocol to the agreement
which requires that the tax payer not
involved in a criminal tax case will be
informed about the intention to place
a request for information.

However, this rule can be waived if
the aim of the investigation is endan-
gered.

Agreement with England

The agreement signed on 11th Au-
gust 2009 between the United King-
dom and Liechtenstein goes beyond
the information exchange agreement
with other countries. Following the
aim of “Clients first” the Govern-
ment is of the opinion, that they now
have an agreement based on cus-
tomer orientation. The TIEA foresees
a number of protective measures
with the aim that the required tax in-
formation does not encroach on the
privacy of a person using the finan-
cial market place in Liechtenstein.

and foreign companies

Summary of Services

[0  International finunciadl, tux and business consulting
[0 Incorporution, domiciling und udministration of domestic

Consulting in infernationadl frade und finuncial fransuctions
Leydl representution in civil, administrative und criminal

Investment consulting and investment manugement

Intellectudl property, licensing und franchising

O
O
mutters
O
(] Trust administration
[ Family office services
(1  Bookkeeping und uuditing
O
[J  Leydl opinions

Dr. iur et lic. oec. Norbert Seeger - Attorney-atLaw
Vaduz - Principality of Liechtenstein
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The international financial and economic cri-
sis did not pass without leaving its mark on
Liechtenstein, although the second half of
2009 saw the first signs of an upward trend.
The expectations, according to an economic
survey, of the production sector, are that the
lower turning point has passed and stabili-
sation is expected towards the end of the year
with a slight upturn in 2010.

*
Direct exports of industrial goods, excluding
exports to Switzerland, dropped by 32%
from January to August 2009, but only by
29% between January and October when
compared with the previous year. Most com-
panies were able to re-introduce fulltime
working during the second half of the year.
Metal working and machine construction
were particularly affected in the first half of
the year, however, food production and den-
tal products were far less influenced.

*
The financial services sector was less affec-
ted and saw a drop of only 10% compared
with the previous year. The “net new money
drain” of the three largest banking groups
continued in the first half of 2009 but at 3
billion Swiss Francs it was lower that the
second half of 2008. Due to stock market de-
velopments up to the middle of 2009 mana-
ged customer assets were able to increase by
5% compared to their status at the end of
2008.
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