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LICHTENSTEIN DISCLOSURE FACILITY

BACKGROUND

In August 2009 an historic agreement between HM Revenue & Customs (“HMRC”) and the Government 
of the Principality of Liechtenstein was annouced to provide for the introduction of a five year UK tax-
payer assistance and compliance programme via a special disclosure facility, the Liechtenstein Disclo-
sure Facility (“LDF”). The agreement is widely regarded as one of HMRC’s most purposeful initiatives to 
increase the tax compliance of certain UK residents. This initiative was a result of what some are calling 
a “perfect storm” of events including:

•	 The	theft	of	personal	data	in	relation	UK	citizens	holding	assets	that	in	some	cases	were	
untaxed in the UK.

•	 The	increasingly	difficult	economic	climate	of	the	past	4	to	5	years.
•	 The	 increased	cooperation	between	tax	authorities	of	different	 jurisdictions	resulting	 in	a	

number of Tax Information Exchange Agreements (“TIEA”) which enable countries to share 
and exchange information on their taxpayers. 

On August 11th 2009 the UK and Leichtenstein signed a TIEA and Memorandum of Understanding 
(“MOU”) supported by a subsequent Joint Declaration. The purpose of the MOU and Joint Declaration 
was to set out the agreed actions of both countries and included the details of the LDF.  

OVERVIEW OF THE LIECHTENSTEIN DISCLOSURE FACILITY

•	 •	 The	LDF	allows	individuals	with	unpaid	UK	taxes	relating	to	previously	undisclosed	in-
come or capital gains linked to offshore accounts and assets held in the Principality of 
Liechtenstein to settle related tax liabilities and late payment interest charges and penalties. 

•	 The	terms	of	the	LDF	also	provide	for	its	use	by	those	UK	taxpayers	who	do	not	have	an	
existing asset in Liechtenstein provided they do have such an asset at the time of register-
ing with HMRC for participation in the LDF and they held an offhsore asset (worldwide) on 
1st September 2009.

•	 The	LDF	provisions	apply	to	all	UK	Resident	and/or	certain	non-UK	Domiciled	individuals	
who have any interest in any Accounts, Trusts, Regulated Trusts, Stiftungs, Foundations, 
Anstalts or Corporate entities held, operated and/or managed in the Principality of Liech-
tenstein	and	would	otherwise	be	subject	to	UK	tax.	

•	 The	 provisions	 of	 the	 LDF	 	were	 implemented	 on	 1st	 September	 2009	 and	 the	 facility	
will	continue	until	2016	(extended	from	2015)	unless	the	individual	is	notified	directly	by	a	
Liechtenstein Financial Institution, in which case other time limits will apply. The time limit for 
particpation in the LDF is more generous than that of previous HMRC disclosure initiatives, 
but, nevertheless, any delay may increase the penalty charges if the disclosure is made 
outside of the LDF or HMRC initiate an enquiry/investigation into the individual’s affairs.



www.ustaxfs.com

LIECHTENSTEIN DISCLOSURE FACILITY

•	 Generally,	HMRC’s	powers	allow	them	conduct	enquires	for	periods	going	back	as	far	as	
20 years in circumstances where the individual’s UK tax non-compliance is suspected to 
have been deliberate. Under the terms of the LDF, HMRC limits the assessment period to 
tax years beginning 6th April 1999 onwards (or accounting periods from 1st April 1999). 

•	 Where	resulting	additional	tax	arises	from	innocent	error	or	carlessness	the	disclosure	pe-
riod	is	limited	to	4	or	6	respectively.	

•	 Under	the	provisions	of	the	LDF,	an	individual	may	be	able	to	claim	immunity	from	criminal	
prosecution if the disclosure includes a full declaration of their previously undeclared world-
wide assets and income held offshore. This amnesty will apply if any income tax, capital 
gains tax, inheritance tax etc. outstanding is paid in full together with additional interest 
and penalty charges. Outside of the LDF, ordinarily HMRC can, in extreme cases, apply a 
penalty of 200% of the tax outstanding and recommend criminal prosecution leading to a 
conviction and a possible sentence of up to 7 years imprisonment.  

TAX, INTEREST AND BENEFICIAL PENALTY RATES OF THE LDF

•	 •	 Particpation	in	the	LDF	provides	for	settlement	of	all	UK	taxes	including	(but	not	limited	
to) Income Tax, Corporation Tax, PAYE, Capital Gains Tax, VAT and Inheritance Tax.

•	 The	LDF	provides	for	settlement	of	all	related	taxes,	late	payment	interest	charges	and	a	
favourable 10% penalty rate (20% for tax years post 2008/2009). The penalty for the full 
disclsoure period is increased to 30% where the assets being disclosed were not declared 
to HMRC during a previous tax investigation.  

•	 The	terms	of	the	LDF	are	complicated.	In	some	cases,	the	LDF	may	lead	to	tracking	chang-
es in UK tax, trust and residency laws for the tax years from 1999/2000 to the year of dis-
closure. There are further regulations (under the LDF)  that allow a composite rate of tax of 
40%	to	be	applied	to	the	taxable	amounts	(covering	all	taxes	due),	but	which	would,	in	turn,	
involve intensive and time consuming scrutiny of the movement of an individual’s funds to 
ascertain the taxable amounts.

•	 Where	it	can	be	demonstrated	that	reasonable	care	was	taken	or	that	any	error	or	omis-
sion of disclosed income and/or gains was entirely innocent, HMRC will not seek to impose 
penalties.
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FINAL OPPORTUNITY

HMRC have announced that “HMRC will not offer these prefferential terms to offshore account holders 
again”... and “this will be the final opportunity of its kind” (HMRC website). Taxpayers who do not make 
use of this final opportunities may face penalties of at least 30% (up to 200%) if HMRC raises its own 
enquires as a result of the account information banks are being forced to provide.

DO NOT DELAY

Our advice to UK resident and non-UK domiciled clients is to obtain immediate advice on these matters 
and ensure that they are satisfied that they are compliant with their UK Tax obligations with regard to the 
LDF. If you have any questions please do not hesitate to contact the UK tax team at US Tax & Financial 
Services Sàrl: 

Swiss Offices:
Jason Gyamerah: j.gyamerah@ustaxfs.ch 
and 
Paul Bolland: p.bolland@ustaxfs.ch
T:+41 44 387 8070
F:+41 44 387 8079

UK Office:
Sara Shahran: s.shahran@ustaxfs.com 
and 
Tasleem Meghani: t.meghani@ustaxfs.com
T:+44 20 7357 8220
F:+44 20 7357 8225
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UK/SWISS AGREEMENT (“RUBIK”)

BACKGROUND:

•	 On	October	6th	2011	the	UK	Government	signed	a	tax	agreement	with	Swiss	authorities	
regarding the regularisation of existing untaxed assets and introduction of a final withhold-
ing tax on future income. The scope and purpose of the agreement is “...to ensure the 
effective taxation in the United Kingdom of relevant persons...”

•	 The	added	intention	of	the	agreement	is	that	the	Agreement	will	achieve	the	level	of	coop-
eration	between	the	UK	and	Switzerland	in	respect	of	the	taxation	of	income	and	gains	on	
relevant assets equivalent to the outcome that would be achieved through an automatic 
Exchange of Information Agreement. 

•	 The	objective	of	the	agreement	is	for	the	UK	and	Swiss	authorities	to	provide	assistance	to	
each other in respect of:

•	 The	tax	regularisation	of	relevant	assets	held	in	Switzerland	by	or	for	relevant	persons;
•	 The	effective	taxation	of	the	income	and	gains	on	relevant	assets	held	in	Switzerland	

by	or	for	relevant	persons;
•	 Further	exchange	of	information	by	the	UK	to	ensure	the	effective	taxation	of	Swiss	

residents regarding assets in the UK.

•	 The	requirements	of	the	agreement	will	come	into	force	on	January	1st	2013.

OVERVIEW OF UK/SWISS AGREEMENT:

•	 The	implementation	of	the	agreement	has	put	two	requirements	on	Swiss	banks	as	follows:

- Historical tax liabilities:
- Bank accounts open on 31 December 2010 and 31 May 2013 and held by 

individual	UK	taxpayers	will	be	subject	to	a	one-off	levy	of	between	19%	-34%	
(average	25%)	depending	on	the	length	of	time	the	assets	have	been	located	in	
Switzerland.	This	is	in	lieu	of	the	historic	tax	liabilities,	interest	and	penalties	that	
may apply. No further liability (including interest, penalties and surcharges) to 
UK IT, CGT, IHT or VAT, arising prior to the date of the Agreement coming into 
force, in respect of the Swiss asset. However, this will have to be agreed with 
HMRC.
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- Future Withholding

- From 2013 withholding tax will be automatically applied on income and gains 
derived	from	Swiss	bank	accounts	of	48%	and	27%	respectively.	Dividend	in-
come	will	be	subject	to	a	40%	withholding	tax.	Interest	amounts	that	are	sub-
ject	to	EU-Savings	Tax	are	excluded	from	withholding.

•	 Under	the	Agreement	Swiss	banks	are	required	to	notify	customers	as	to	the	 impact	of	
the agreement on them, their obligations and rights. The levy and withholding tax can be 
avoided by the taxpayer giving his consent to the disclosure of data to HMRC. 

•	 Non-domiciled	individuals	will	need	to	provide	a	certificate,	produced	by	a	suitable	profes-
sional, confirming that he has verified his client’s personal tax return to confirm he is non UK 
domiciled, that he has or intends to claim the remittance basis for the relevant years and 
that the non-domicile status is not in dispute.

OPTIONS UNDER THE UK/SWISS AGREEMENT:

•	 Option	1*:
- Suffer anonymous one off levy (and future withholding) in respect of relevant asset(s). 

•	 Option	2*:
-	 Authorize	disclosure	of	 the	 income	and	gains	arising	on	 relevant	asset(s)	 to	Swiss	

authorities:
- Result – Swiss authorities will disclose: identity, UK tax reference, name/ad-

dress of Swiss bank, account number, UK tax year concerned and details of 
income and gains arising on relevant asset to HMRC.

•	 Option	3:	
- Make a voluntary disclosure to HMRC and consider using the Liechtenstein Disclo-

sure Facility (LDF) – (penalties limited to 10% of tax due).

*NOTE: The use of options 1 and 2 above do not ensure complete UK tax compliance as any disclo-
sure under these options can only apply to Swiss situs assets and benefit for the withheld amounts 
can only be obtained via a future disclosure to HMRC. There is also a potential risk that authorization 
of a disclosure under option 2 may lead to a potential HMRC enquiry/investigation.
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•	 Option	4:
- Make a voluntary disclosure to HMRC other than under the Liechtenstein Disclosure 

Facility	(LDF)	–	(potential	penalties	of	30%	to	150%	of	tax	due	in	respect	of	Swiss	as-
sets).

•	 Option	5:	
-	 Move	relevant	assets	to	another	jurisdiction.

- Result  – One-off levy will not be applied if assets moved prior to 31 May 2013 
– This may only defer the UK tax issue. Swiss authorities will inform HMRC of 
the top 10 destinations to which assets have been moved.

- Risk: 
-	 HMRC	 are	 actively	 pursuing	 similar	 agreements	 with	 other	 jurisdictions	 and	

have increased resources to combat tax evasion. Potential increased tax liabili-
ties, higher penalties of up to 200% than if taxpayers make a voluntary disclo-
sure or use the Swiss Agreement. 

•	 Increased	potential	for	criminal	prosecution.
•	 Potential	intrusive	HMRC	investigation	and	associated	costs	if	HMRC	contact	a	

taxpayer prior to the Swiss Agreement coming into force.

If you have received correspondence from a Swiss Bank, Trustee or other fiduciary in connection with 
your Swiss bank account(s) or asset then it is important that you understand the implications of the 
UK/Swiss agreement and your related obligations and rights. If you have any questions please do not 
hesitate to contact the UK tax team at US Tax & Financial Services: 

Swiss Offices:
Jason Gyamerah: j.gyamerah@ustaxfs.ch 
and 
Paul Bolland: p.bolland@ustaxfs.ch
T:+41 44 387 8070
F:+41 44 387 8079

UK Office:
Sara Shahran: s.shahran@ustaxfs.com 
and 
Tasleem Meghani: t.meghani@ustaxfs.com
T:+44 20 7357 8220
F:+44 20 7357 8225
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TIMING
•	Agreement	 comes	 into	 force	 on	 1st	 January	

2013.

KEY FEATURES
•	One	Off	levy	of	between	19%	and	34%	(average	
25%)	of	the	balance	applied	to	Swiss	bank	ac-
counts held on 31 December 2010 that remain 
open on 31 May 2013.

•	Swiss	 bank	 as	 “paying	 agent”	will	 levy	 annual	
witholding tax on income and gains arising form 
the relevant asset at:

•	48%	-	 Interest	 Income	(excluding	 interest	sub-
ject	to	EU-Savings	Tax)

•	40%	-	Dividend	Income
•	48%	-	Other	Income
•	27%	-	Capital	Gains

PROCEDURE
•	Option	1:	
 Suffer anonymous annual withholding tax on 

Suffer anonymous annual withholding tax on 
income and gains of relevant asset(s). This is 
default position if neither option 1 nor 2 are not 
chosen.

•	Option	2:
	 Authorize	 disclosure	 of	 the	 income	 and	 gains	

arising on relevant asset(s) to Swiss authorities:
Result – Swiss authorities will disclose: identity, 

UK tax reference, name/address of Swiss bank, 
account number, UK tax year concerned and 
details of income and gains arising on relevant 
asset to HMRC.

•	Option	3:	
 Make a voluntary disclosure to HMRC under 

Make a voluntary disclosure to HMRC under the 
Liechtenstein Disclosure Facility (LDF) – (penal-
ties limited to 10% of tax due)

•	Option	4:
 Make a voluntary disclosure to HMRC other 

than under the Liechtenstein Disclosure Facility 
(LDF) – (potential penalties of 30% to 100% of 
tax due).

•	Option	5:	
	 Move	 relevant	 assets	 to	 another	 jurisdiction	

(High Risk!!)

TIMING
•	5	 year	window	 to	 disclose	 from	 1	 September	

2009 for those with Relevant Property and 1 De-
cember 2009 for those who have since aquired 
Relevant Property

KEY FEATURES
•	Offer	of	compsite	rate	of	tax	(40%)
•	Fixed	10%	penalty	of	tax	due
•	Interest	also	payable	on	tax	due	
•	Immunity	from	criminal	prosecution	if	full	disclo-

sure and no proceeds of crime
•	10	year	period	of	disclosure,	ie	from	April	1999

PROCEDURE
•	Bespoke	service	offered	by	HMRC
•	Disclsoure	reference	and	certificate	issued	with-

in 60 days after initial disclosure to HMRC
•	Full	 disclosure	 report	 submitted	 to	 HMRC	 in-

cluding computation of overall tax liability within 
7 months (if composite rate used) or 10 months 
in other cases

•	Election	of	composite	tax	rate	of	40%	(covering	
all UK taxes incl inheritance tax)

•	Collating	 old	 records	 and	 forensic	 analysis	 of	
raw data from bank accounts to determine UK 
tax figures 

•	Calculation	of	interest	and	penalties	due			
  

AFTER THE SUBMISSION 
•	Further	HMRC	correspondence	if	required
•	Disclosure	Certificate	issued	by	HMRC	as	guar-

antee of finality.

UK SWISS AGREEMENT LDF

AIDE MEMOIRE – LDF AND UK/SWISS AGREEMENT
As an aide memoire the table below sets out the issues that will need to be resolved and the time scale 
to be adhered to in order to claim the benefits of the UK/Swiss Agreement and LDF respectively:

Swiss	Offices:
Jason Gyamerah: j.gyamerah@ustaxfs.ch	
and 
Paul Bolland:	p.bolland@ustaxfs.ch
T:+41	44	387	8070	-	F:+41	44	387	8079

UK	Office:
Sara Shahran: s.shahran@ustaxfs.com	
and 
Tasleem Meghani:	t.meghani@ustaxfs.com
T:+44	20	7357	8220	-	F:+44	20	7357	8225



LONDON
US Tax and Financial
Services Ltd
Magdalen House
136 Tooley Street
London SE1 2TU
United Kingdom

T:	+44	(0)	20	7357	8220
F:	+44	(0)	20	7357	8225

GENEVA
US Tax and Financial
Services Sàrl

Boulevard Helvétique 36
(entrance rue du Petit-Senn)
CH-1207Geneva
Switzerland

T:	+41	(0)	22	700	25	00
F:	+41	(0)	22	700	25	26

ZURICH
US Tax and Financial
Services Sàrl

Löwenstrasse 28
PO Box 1367
CH-8021 Zurich
Switzerland

T:	+41	(0)	44	387	80	70
F:	+41	(0)	44	387	80	79

TEL AVIV
US Tax and Financial
Services Middle East GmbH

3	Bezalel	Street
4th	Floor
Ramat	Gan,	5252103
Israel

T:	+972	(0)	72	215	4220


