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#shore *nancial centres have
ever had it so bad! Reeling
rom the *nancial crisis

and targeted by the world)s

most powerful governments for aiding
tax evasion( their future is uncertain!
Wealthy individuals with money
o#shore are questioning the wisdom of
keeping it there as domestic authorities
crack down on tax avoidance and
overturn bank secrecy laws!

The run"up to the G+, summit
in London this month saw a -urry
of announcements from o#shore
jurisdictions committing to amend
their stance on bank secrecy! Jersey(
Monaco( Switzerland( Singapore(
Gibraltar( Liechtenstein and the
Cayman Islands were among
those making pledges to improve
transparency!

If they were hoping to avoid
draconian measures by the G+, they
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are likely to have been disappointed

with French President Nicolas Sarkozy
declaring after the summit that the

era of banking secrecy was over! US
President Barack Obama is a long"
standing campaigner against tax abuses
by o#shore jurisdictions!

The $% nations on a &grey' list
published by the Organisation
for Economic Co"operation and
Development( in addition to four
blacklisted( have until November to
prove they are turning words into action
on exchanging information on account
holders or face sanctions!

The best example of how the o#shore
game has changed is provided by
Liechtenstein! Until last month( the tiny
principality at the heart of Europe was
on the OECD)s list of unco"operative tax
havens( with the unenviable reputation
of being the most secretive o#shore
centre in Europe!

The Liechtenstein Declaration saw
the principality e#ectively surrender its
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position on banking secrecy! A
bilateral agreement with the
UK will allow the latter)s tax
authorities to gain access
to any British address
holders with accounts in
the principality!

For those with
o#shore bank accounts(
the big question is how
to react! Tax lawyers
and accountants are
unequivocal!

Paul Stibbard( a
partner at law *rm
Baker . McKenzie(
says/ &There is a
revolution in terms of
compliance for o#shore
centres going on! If
you)re not tax compliant
with your o#shore bank
account you better move
quickly to become so!'

Ronnie Ludwig( a partner
at private client accountancy
*rm Sa#ery Champness( says/
&The world is becoming a much
smaller place for tax evaders and
time is running out! Anybody who has
an undeclared o#shore bank account
should take professional advice and

come clean with the tax authorities on a

voluntary basis!
UK and US citizens in particular are

under acute pressure to reveal details of

o#tshore accounts to tax authorities!
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Stibbard says/ &US citizens are
running around like headless
chickens to ensure they have *led

a so"called FBAR 0 a Report of
Foreign Bank and Financial Account
0 while UK citizens needed to *Il in
a nominated account before the end
of the *scal year +,,%1,2!' Other
European Union citizens are likely to
face similar demands( with o#shore
account holders from Germany(
France and Spain particularly under
pressure( say lawyers!

The *nancial crisis has created other
pressures for o#shore centres! Deposit
guarantee schemes have assumed
greater importance since *nancial
institutions started collapsing with
alarming frequency! But account
holders in many o#shore
jurisdictions have little
protection!

Oftshore account
holders at the
Guernsey branch of
collapsed Icelandic
bank Landsbanki
have found
themselves left in
the cold by the UK
Government( despite
the fact the Channel
Islands are a UK Crown
Dependency! British
clients of the bank are
campaigning to recover
some of their losses( but
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the UK Government has shown little
inclination to accede to their demands!

DISCRETION

With bank secrecy disappearing and
deposits at risk if banks collapse( is there
any reason to maintain( or open( an
o#shore account3 Most advisers say yes!

Jay Krause( a tax and trust partner
at law *rm Withers( says/ &Even though
you have to be tax compliant you might
still want discretion in your banking
transactions 0 enough to want to open
an of#fshore bank account!

Wealthy families with members
around the world might want an
o#tshore account to make managing
money more e4cient( he adds!

The banking and investment
expertise concentrated in o#shore
centres such as Switzerland( Singapore
and even the Channel Islands can also
be an attraction!

Economic and political instability in
emerging markets will continue to mean
o#tshore jurisdictions are seen as safe
havens for assets!

The tax advantages of having
o#tshore accounts will remain despite
the current crackdown( as long as steps
are taken to ensure compliance with
domestic rules!

Attractive lifestyles in the likes of
Switzerland and the Caribbean will
continue to attract those willing to
become tax exilesMB
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