
AAA-RATING, CONFIDENCE AND LEGAL CERTAINTY

Crises also offer opportunities. Liechtenstein took advantage of the growing challenges faced through tax transparency by refor-
ming its financial market. Re-orientation after the financial and economic crisis as well as the discussion on taxes lead to the 
desired success. Particular emphasis was added by a Standard & Poor’s AAA rating which again confirmed Liechtenstein as  
a country with high stability and as a highly attractive economic location. Particular recognition was given by the rating agency 
with regard to Liechtenstein’s pro-active approach to the global regulatory challenge. The government’s policy on signing  
double-taxation agreements with many other countries e.g. TIEA (Tax Information Exchange Agreement) was also highly praised. 

Liechtenstein, a member of UNO and the EEA, also has a customs and currency union with Switzerland in addition to being an 
active partner in international agreements and is therefore firmly embedded in the international global community. Furthermore, 
Liechtenstein has taken a leading role in international tax agreements and the universal application of standards in respect of 
money laundering. In 2016, Liechtenstein joined the G5 Early-Adopter-Initiative (Germany, Great Britain, France, Italy, Spain) and 
as early as autumn 2017 provided information to the EU member states on the tax year 2016. 

Some of the most important principles of the Liechtenstein financial market place are, among others, political continuity in 
 addition to a stable legal and economic order. Every participant in the financial service market can rely on decades of experience 
in international asset administration and a high degree of innovative energy developed on the basis of legal certainty and trust. 
Responsible actions and the application of international standards in the domain of asset administration are of particular importance 
in a time where sustainability has ever increasing significance.

Liechtenstein’s new tax law has created a tax-privileged in-
stitution for asset management and asset protection. Private  
Asset Structures (PAS, in German PVS), which do not conduct 
any commercial activity but serve exclusively asset management 
and asset protection, are only subject to minimum income tax. 
Furthermore, Liechtenstein waives a tax return for a PAS, thus 
significantly reducing administration. 

The reform of taxation policy and the total revision of the tax law 
resulted in a law which complies with the OECD international tax 
cooperation standards on cross-border tax information exchange. 
The tax law was designed to comply with Liechtenstein’s member-
ship of the European Economic Area (EEA) and with European law. 
The special capital duty, originally introduced as privileged taxation 
for domicile and holding companies, was abolished. The reason for 
the abolition was the latent risk that this tax could be considered 
a violation of the EEA Agreement, which includes a ban on state 

aid. However, so that Liechtenstein does not lose its attraction  
as a location for asset management, the tax law has created a 
new instrument for Private Asset Structures (PAS). These asset 
management structures are only subject to a base tax of currently 
CHF 1,800 per annum and are exempt from regular income tax.  
Before the introduction of the tax-privileged PAS, Liechtenstein 
asked the EFTA Surveillance Authority to confirm that such PAS 
status companies do not constitute a breach of the state aid 
ban. The requirement of the financial center for internationally 
 competitive taxation on asset-managed structures was thereby 
fulfilled. In addition, EEA-compliant taxation contributes to the 
 legal certainty of wealthy individuals who have a part of their assets 
managed in an independent legal entity and have chosen a private 
wealth structure model for their investment. However, such legal  
entities can only qualify as PAS if they exclusively manage as-
sets for private individuals and do not engage in any commercial 
activity.
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THE ATTRACTION OF
PRIVATE ASSET STRUCTURES



EFTA Surveillance Authority Interprets 
“Commercial Activity“
Taxation of a PAS, which can be established in the 
form of a corporation or private-benefit founda-
tion, is based on the Luxemburg model. In order 
to clarify the qualification as a PAS, the EFTA 
Surveillance Authority in its statement has under-
taken to interpret “commercially active”. Funda-
mentally, offering goods and services on the open 
market falls under the auspices of commercial 
activity. In contrast, the mere acquisition, holding 
and sale of shares and other tradable papers does 
not qualify as a commercial activity – however 
a regularly active trade of such papers does. In 
its interpretation EFTA does not permit a direct 
or indirect influence on the administration of an 
investment company. 

Permitted Activities of Private Asset 
Structures
In principal, the activity of a PAS is limited to 
the passive exercise of ownership of the assets 
held. The administration and sale of assets which 
create income is permitted. Correspondingly, it  
is also permissible for a PAS to decide on the use 
of profits gained. Further, exact instructions of 
the investor can be exercised in as far as these 
instructions do not lead to a commercial activity. 
Under the guidelines of the tax administration, a 
PAS can delegate tasks to an independent third 
party, however, any incurred fees must be paid 
directly from the assets of the PAS. On the other 
hand, according to a decision of the European 
Court of Justice (ECJ), it is not permissible to  
derive income from the use of assets held by a 
PAS.

“Bankable Assets“ are Permitted  
for PAS
Contrary to these limited activities, which basical-
ly exclude trade and services, the tax law gives a 
description of permissible PAS “bankable assets”. 
The acquisition and sale of financial instruments, 
in accordance with the regulations set out in the 
asset administration law, and the participation 
in legal entities, as well as acquisition and own-
ership, the administration and sale of liquid and 
bankable assets, are permitted.

However, there is a limitation; according to the 
EFTA Surveillance Authority, a regular active 
trade of financial instruments represents a 
non-permissible commercial activity. Similarly, 
law makers have defined the area of loans: The 
issuing of interest-bearing loans by a PAS is not 
permitted, whereas interest-free loans to bene-
ficiaries or participators are considered to be a 
permissible use of profits. 

A PAS may invest a part of its assets in property. 
Thereby, a PAS investor may allocate a designat-
ed amount of liquid assets, so that a stipulated 
property can be acquired. It is also permissible 
for an investor to transfer proprietorship of a 
previously owned property to a PAS. Renting or 
leasing property to third persons is not permitted 
because such action is defined as a commercial 
activity, in which case the PAS would lose its  
PAS status. The tax laws, however, do foresee 
that a property can be used for private purposes 
or let rent-free to a beneficiary or a participator 
as this represents a permissible use of profits. 

A PAS may, according to the tax law, participate 
in other companies e.g. public limited companies. 
A PAS may only act within the terms of a private 
asset administration, consequently, participation 
is only allowed, providing that neither the PAS, a 
participator nor a beneficiary has any influence on 
the administration of that company. With respect 
to public limited companies, this means that a  
PAS as well as a participator or beneficiary may 
only be a stockholder, however they may still 
 exercise their unlimited rights as stockholders.

PAS Chains Comprised of Various 
 Legal Entities
Investors – participators or beneficiaries – of a 
PAS can be natural persons acting within the 
framework of administration of their private 
 assets. An asset structure can also act as an 
investor which represents the interest of one or 
more individuals in the administration of their 
private assets. In addition, it is also possible to 
have an intermediary working on the account 
of the investors. If required, an additional asset 
structure can interface between the PAS and 

Private Asset Structures (PAS) are Uniformly Only Subject to the  
Minimum Tax of CHF 1800 per annum

EDITORIAL

The transition into the 21st century 

was accompanied by many hopes. 

Faster than many had anticipated, 

new challenges were encountered. 

Retrospectively, it was above all the 

financial and economic crisis which 

created tremendous problems for many 

countries with high debts. This was 

followed by discussions on taxation 

and regulations which also affected 

Liechtenstein. The reconstruction of 

the financial market place was not easy. 

Procedures that were usual in the past 

had to be thrown overboard and new 

ways had to be found.

It proved to be the right thing to do 

when Liechtenstein grabbed the bull 

by the horns and distinguished itself 

as an Early Adopter by swiftly imple-

menting international standards. The 

financial market place used its former 

advantage to provide highly professio-

nal advice for its clients, tailor-made 

products and meet the challenge with 

innovations.

Liechtenstein therefore remains an 

attractive location for asset protection 

and by means of Private Asset Struc-

tures (PAS), it has created an interesting 

tax instrument and at the same time 

fulfils international standards.

Yours sincerely,

Dr. Norbert Seeger



PAS Are Purely for Asset Administration and May Not Conduct  
Any Commercial Activities

the investors which must act as a legal entity 
corresponding to the PAS requirements. The tax 
laws also permit, according to details provided  
by the tax authorities, “PAS chains” whereby each 
PAS in a PAS chain can be a domicile or foreign 
legal entity.

The use of profits or a transaction for beneficiar-
ies or participators does not fall into the catego-
ry of prohibited activities. Dividend payments to 
beneficiaries are also permitted. Further a PAS 
can determine the use of profits, either by paying 
a profit share to beneficiaries or contributions to 
charitable organisations. The allocation of prop-
erty without payment or the granting of inter-
est-free loans to beneficiaries is also considered 
to be profit distribution. 

Legal Requirement on PAS Status
Private-benefit foundations must fulfil various 
conditions in order to gain PAS status with privi-
leged taxation. These vary depending on whether 
it is the formation of a new legal entity or the 
transformation of an existing one. The tax author-
ities, in the case of a new foundation, demand the 
statutes of the foundation in addition to confirma-
tion that no commercial activity will be exercised. 
Proof is also required that stocks and shares 
are not publically offered and are not traded on 
a stock exchange. The applicant must prove that 
no recruitment of either participators or inves-
tors will be undertaken. The tax authorities also 
demand a description of the type of assets that 
are to be held. 

If the application for PAS status is for an existing 
legal entity, then the tax authorities will require, in 
addition to the statutes, details of the last financial 
year, including a list of assets, as well as proof that 
no commercial activity will be undertaken. As with 
a new foundation, confirmation of shares, stock 
trading and investors are required, complement-
ed by a description of its actual activities. In the 
case of participating legal entities, it is necessary 
to provide documentation on the varying degree  
of participation, thereby ensuring that the PAS 
itself is not commercially active and no commer-
cially active units participate in the PAS.

Liechtenstein – An Attractive Location 
for Private Assets
An attractive location is of utmost importance 
to a finance market offering asset administered 
structures. Particular importance is placed on 
the taxation of such structures. Liechtenstein 
has created its own category in taxation law for 
non-commercially active asset investment struc-
tures for natural persons, which are currently 
only taxed at CHF 1800 per annum. In implement-
ing international standards, within the terms of 
a global taxation discussion, Liechtenstein has 
established itself as a tax location and offers a 
tax system which is attractive and competitive, 
internationally recognised and in compliance with 
European law. Numerous bilateral double-taxa-
tion and tax information exchange agreements 

TAX CONFORMITY AND TAX TRANSPARENCY

The international fight against tax evasion has become an important issue  
for the global community, a consequence of the financial and debt crisis. Liech-
tenstein has committed itself, since the “Liechtenstein Declaration” of 12th  
March 2009, to the demands of OECD, the EU and the Global Forum on Trans-
parency and Exchange of Information for Tax Purposes as well as to global  
tax cooperation. When in spring 2013 the G20 Finance Ministers and Central Bank 
Governors endorsed an Automatic Information Exchange on Tax Matters (AEIO), 
Liechtenstein immediately began to implement these international standards. 
On 29th October 2014 Liechtenstein, together with 50 other states, signed a multi-
lateral agreement on the implementation of these AIA standards. 

In 2016, Liechtenstein also ratified the OECD and European Council Convention  
on mutual administrative assistance in tax matters. After adopting the Multilateral 
Convention on Mutual Administrative Assistance in Tax Matters, Liechtenstein, 
from the beginning of 2017, committed itself to a spontaneous information 
exchange with other convention states without prior request, providing that there 
are significant grounds of suspicion of a tax offence. Such grounds of suspicion 
include the assumption that a state would incur tax losses or that an artificial 
transfer of profits had taken place between two convention states.

One of the measures that Liechtenstein implemented with regard to tax conform-
ity and tax transparency, is the participation in Country-by-Country-Reporting. 
Reporting requires multilateral companies with a turnover of more than 900 
million Swiss Francs, to transfer information in a country-related report to the 
national tax authorities who then forward the report to the authorities in the 
partner state.



flank the tax system, rendering Liechtenstein a reliable partner to world states and, at the 
same time, offering international clients an all-important, ever-increasing legal  certainty. 
The simplicity and transparency of taxation are major contributors accompanied by inter-
national compatibility and conformity with European law. 

Liechtenstein Offers an Attractive and Competitive Tax System  
in Compliance With European Law
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