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Executive summary
 Section (4) of HB 2460 from the 2013 regular legislative session provides:

“On or before January 1 of each odd-numbered year, the Department of Revenue shall 
submit a report to the Legislative Assembly in the manner provided by ORS 192.245.  
The report shall include recommendations for legislation related to jurisdictions listed in 
ORS 317.715 (2)(b), including recommendations for additions to or subtractions from the 
list of jurisdictions in ORS 317.715(2)(b).”

This Executive Summary provides the Department of Revenue’s recommendations for addi-
tions to and subtractions from the jurisdictions listed in ORS 317.715(2)(b). The full report is 
available online at www.oregon.gov/dor.

The purpose of the report is to explain the ORS 317.715(2)(b) recommendations. The report 
examines the history of the list and identifies the criteria that the department uses to determine 
recommendations. It also provides analysis of the foreign jurisdictions proposed for addition, 
retention, or subtraction using the established criteria. 

The department used the tax haven criteria in the 2011 Multistate Tax Commission (MTC) 
model statute to make its recommendations. The model statute begins by making clear that 
only political jurisdictions can be tax havens. The MTC determines whether a jurisdiction is a 
tax haven by a applying a two-step definition of tax haven.

The first step is determining whether the jurisdiction imposes “no or nominal tax on the rele-
vant income.” The relevant income, for the purposes of this report, is corporate income. 

The second step is determining whether the jurisdiction that imposes no or nominal tax on 
corporate income also meets at least one of the following five criteria:

• The jurisdiction does not disclose which corporate entities benefit from the jurisdiction’s 
tax system.

• The administrative and legal operation of the jurisdiction’s corporate tax system is not 
available to other parties.  

• The jurisdiction allows the establishment of foreign-owned corporations with little or no 
economic presence in the jurisdiction. 

• The benefits of the jurisdiction’s corporate tax system are unavailable to residents of the 
jurisdiction.  

• The relevant facts indicate that the jurisdiction’s tax system favors tax avoidance.     

For tax years beginning on or after January 1, 2015, the department recommends* adding the 
following countries to the list of jurisdictions in ORS 317.715(2)(b) based on the accompanying 
MTC criteria:

• The Netherlands

• Bonaire

• Curacao

• Saba
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• Sint Eustatius

• Sint Maarten

• Switzerland

• Guatemala

• Hong Kong

• Trinidad and Tobago

For tax years beginning on or after January 1, 2015, the department recommends* subtracting 
the following countries from the list of jurisdictions in ORS 317.715(2)(b):

• The Netherlands Antilles**
• Monaco

*These recommendations are based on information available to staff through November 19, 2014.

**The Netherlands Antilles was dissolved on October 10, 2010. Curacao and Sint Maarten (the Dutch 
two-fifths of the island of Saint Martin) became autonomous territories of the Kingdom of the Nether-
lands. Bonaire, Saba, and Sint Eustatius now fall under the direct administration of the Netherlands.
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Recommendations for tax haven jurisdictions

Introduction
The Oregon Legislature enacted HB 2460 during the 2013 Legislative Session. The law requires 
the Department of Revenue to submit a report during odd-numbered years to the Legislative 
Assembly and include recommendations for legislation related to jurisdictions listed in ORS 
317.715 (2)(b). This includes recommendations for additions to or subtractions from the list of 
jurisdictions provided in ORS 317.715(2)(b).

ORS 317.715(2)(a) provides that corporations filing an Oregon corporate excise tax return shall 
compute their Oregon taxable income by including net income or loss from subsidiaries incor-
porated in the foreign jurisdictions listed in ORS 317.715(2)(b) to determine their starting point 
for computing Oregon taxable income. 

Under Oregon law, a corporation’s excise or income tax liability largely corresponds to federal-
ly reported taxable income.  Therefore, when a corporate group shifts income offshore from the 
United States to a corporation in a foreign tax jurisdiction, that income will generally not be 
subject to tax in Oregon. A  Congressional Research Service report in January 2013 estimated 
that federal corporate tax reductions resulting from shifting profits offshore range from about 
$10 billion to $90 billion annually. 

The Oregon Legislative Revenue Office estimated the following revenue impact as a result of 
the implementation of HB 2460:

2013 – 2015: +$18 million

2015 – 2017: +$42 million

2017 – 2019: +$49 million

There is no standard definition of a “tax haven.” Initially, the Organization for Economic Coop-
eration and Development (OECD) provided guidelines for evaluating foreign tax jurisdictions. 
The OECD is an international organization composed of 34 countries that studies economic 
problems and attempts to coordinate the policy responses of its members to those economic 
problems.

In 1998, OECD defined both tax havens and harmful preferential tax regimes as “jurisdictions 
that tax relevant income at a zero or nominal effective tax rate.” Criteria for evaluating whether 
specific foreign jurisdictions qualify as tax havens or preferential tax regimes have been further 
developed by the Multistate Tax Commission (MTC).  

The MTC, created as part of the Multistate Tax Compact, promotes uniformity in state tax 
laws. Oregon is a member of the MTC. Accordingly, for purposes of this report, the department 
uses the 2011 MTC criteria to identify recommended additions to or subtractions from the list 
in ORS 317.715(2)(b).  

Definitions
Captive insurance company: Some corporate groups will form a separate subsidiary that is 
responsible for insuring the rest of the corporate group. The subsidiary that is responsible for 
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insuring the rest of the corporate group is referred to as the captive insurance company. The 
other subsidiaries in the corporate group will pay insurance premiums to the captive insurance 
company.

Earnings stripping: At the most basic level, earnings stripping is the practice of using transac-
tions between a corporate subsidiary in a high tax country and a corporate subsidiary in a low 
tax country to reduce the tax base in the high tax country and increase the tax base in the low 
tax country. Earnings stripping can be accomplished through hybrid financing instruments, 
licensing agreements, intra-corporate loans, and other methods. 

Effective tax rate: Statutory tax rates are quoted in terms of marginal tax rates. For example, 
the U.S. corporate tax rate is 35 percent, which means that each additional dollar of taxable 
income is taxed at 35 percent. An effective tax rate, on the other hand, is the actual rate of tax 
paid by a company on all of its net income. Effective tax rates are usually lower than statutory 
tax rates because credits, deductions, and exemptions reduce taxable net income. 

Gross domestic product (GDP): GDP is the monetary value of all goods and services pro-
duced within a particular jurisdiction.

Group financing: A corporate group will often set up a subsidiary that takes on the role of 
financing other subsidiaries within the corporate group. This usually involves the financing 
subsidiary loaning money to other subsidiaries in return for interest. Group financing is the 
term that describes this arrangement. 

Group licensing: A corporate group will often set up a subsidiary that holds the intellectual 
property, such as copyrights or patents, for the entire corporate group. The subsidiary that 
holds the intellectual property will levy licensing fees on the other subsidiaries for the use of 
the intellectual property. Group licensing is the term that describes this arrangement.  

Holding company: A holding company is a corporation that owns income-producing assets, 
but does not carry on any other business. 

Hybrid financing instrument: Corporations raise money by issuing debt or issuing equity 
(stock). A hybrid financing instrument combines debt-like and equity-like characteristics into 
the same security. Hybrid financing instruments are sometimes created by conflicts between 
legal systems. For example, Country A may legally classify a financing instrument as debt, and 
Country B may legally classify the same financing instrument as equity. Accordingly, payments 
in Country A may be deductible, and payments received in Country B may be a non-taxable 
return of capital. 

IP box: Some countries have adopted the practice of partially exempting income derived from 
intellectual property such as copyrights, patents or trademarks from taxation. For example, 
Andorra exempts 80 percent of the income derived from intellectual property from taxation. 
Accordingly, the IP box are the kinds of intellectual property activities that qualify for partial 
exemption from taxation. 

Notional interest deduction: Typically, a corporate taxpayer is allowed to deduct interest paid 
on corporate indebtedness. It has been pointed out this creates an incentive for a corporate 
taxpayer to raise capital using debt rather than equity. A notional interest deduction attempts 
to remove the incentive favoring debt financing over equity financing by allowing a company 
to deduct a certain portion of their equity each year. Notional interest is sometimes referred to 
as “fictional interest” because the expense claimed does not represent a real financial cost. 
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Resident company: A corporation that is incorporated in or managed and controlled from a 
particular jurisdiction may be considered a resident of that jurisdiction.  Rules for determining 
the residency of a corporation vary markedly between jurisdictions. Residency rules are typ-
ically used to determine what income of the corporation may be taxed by the jurisdiction of 
corporate residency.  

Tax avoidance: Tax avoidance is the practice of minimizing tax bills through legal means. Tax 
evasion, on the other hand, refers to the practice of minimizing tax bills through illegal means. 

Territorial tax: It has been noted that the purest system of territorial taxation is when a corpo-
ration’s active business income is taxed only in the jurisdiction that is the source of the income 
in question. Not all territorial tax systems work the same way because the rules for sourcing 
income vary between jurisdictions. By way of contrast, U.S. corporations are taxed on their 
worldwide income although tax on foreign income is deferred until the income is repatriated 
to the U.S. 

History of listed jurisdictions
There is no precise definition of “tax haven” that applies to the foreign jurisdictions included 
under the provisions of ORS 317.715(2). All of the listed foreign jurisdictions impose no or 
nominal taxation on relevant corporation income. In addition, all of the listed foreign jurisdic-
tions share one or more of the following characteristics: 

• Laws that prevent sharing of information with other governments.

• A lack of transparency, exclusion of resident taxpayers from the tax regime’s benefits.

• Laws that allow foreign-owned entities to be established without a substantive presence 
in the jurisdiction.

• Laws that disallow resident taxpayers of the jurisdiction from taking advantage of tax 
benefits available to foreign-owned entities. 

• The creation of a regime which is favorable to tax avoidance.

Oregon’s list of foreign jurisdictions is modeled after Montana’s foreign tax haven list under 
the Montana Code Annotated (MCA 15-31-322).  Montana’s foreign tax haven list was origi-
nally written in 2003 and revised in 2009.  A 2012 Montana Department of Revenue legislative 
report indicates Montana’s list of tax havens is primarily based on the list of tax havens and 
harmful preferential tax regimes produced by the OECD. 

In 1998, the OECD published Harmful Tax Competition: An Emerging Global Issue  which 
defined tax havens and harmful preferential tax regimes. According to the report, both tax 
havens and potentially harmful tax regimes are jurisdictions that tax relevant income at a zero 
or nominal effective tax rate. 

Additionally, tax havens engage in one or more of the following omissions: 

• Lacking an effective exchange of information mechanism with tax authorities in other 
jurisdictions. 

• Failing to provide a transparent operation of legislative, legal or administrative machin-
ery of the jurisdiction.
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• Failing to require that a person engage in some kind of substantial economic activity 
within the jurisdiction to take advantage of the favorable income tax regime.

Harmful preferential tax regimes engage in at least one of the following acts or omissions: 

• Lacking an effective exchange of information mechanism with tax authorities in other 
jurisdictions. 

• Failing to provide a transparent operation of legislative, legal, or administrative ma-
chinery of the jurisdiction. 

• Insulating the tax preferred sector from the domestic market in the tax preferential juris-
diction.  

• Allowing or otherwise establishing the presence of secondary criteria indicative of a tax 
haven. These may include:  

• A negotiable tax rate, exemption of foreign source income from tax in the juris-
diction. 

• The use of the jurisdiction to engage in activities conducted solely for tax reasons.

Between 2000 and 2006, the OECD issued progress reports on the countries it had identified as 
tax havens or harmful preferential tax regimes. The 2000 OECD progress report stated six tax 
haven countries had made “high level political commitment(s) to eliminate harmful tax prac-
tices” and were not explicitly included on the list of tax havens. Those countries were: Bermu-
da, Cayman Islands, Cyprus, Malta, Mauritius and San Marino.  Also, the 2000 OECD progress 
report identified Luxembourg, among other countries, as hosting a harmful preferential tax 
regime. 

Between 2001 and 2002, the OECD removed Barbados, Maldives and Tonga from its tax haven 
list. In its 2001 progress report, the OECD said it would no longer use the substantial activities 
test to identify tax havens because of the difficulty involved in determining whether an activity 
in a jurisdiction is substantial.  In its 2006 progress report, the OECD indicated Luxembourg 
was the only remaining OECD country with a harmful preferential tax regime but was in the 
process of repealing it. 

The OECD appears to have stopped tracking these countries by 2006. After 2006, the Global 
Forum, an organization of OECD and non-OECD states, began evaluating the exchange of 
information and transparency provisions of jurisdictions. The Global Forum began issuing 
annual reports on their evaluations. 

As noted above, the 2003 Montana legislation included all tax havens explicitly listed in the 
2000 OECD list of tax havens along with Bermuda, the Cayman Islands and Luxembourg. 
Montana amended its list of tax havens in 2009 by subtracting the Maldives and Tonga, and 
adding Cyprus, Malta, Mauritius and San Marino. Therefore, the 2009 Montana list of tax ha-
vens includes the 2000 OECD list of tax havens, the six jurisdictions identified by the OECD in 
2000 as committed to eliminating harmful tax practices, and Barbados and Luxembourg. 

In its 2012 report to the Montana Legislature, the Montana Department of Revenue indicated 
that it now relies less on OECD sources to recommend modifications to the Montana list of tax 
havens. They attribute this to a shift in OECD’s focus toward other topics and the availability 
of information from other sources. The Montana Department of Revenue is currently prepar-
ing a legislative recommendation for proposed additions to and subtractions from the list of 
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foreign jurisdictions qualifying as tax havens. 

Multistate Tax Commission tax haven criteria
In 2006, the MTC defined the term “tax haven” in a model statute to include the jurisdictions 
that the OECD listed as tax havens, and OECD’s criteria for identifying preferential tax re-
gimes. 

On July 27, 2011, the MTC voted to delete all explicit references to the OECD for two reasons. 
First, the MTC noted that the OECD no longer kept lists of tax havens or preferential tax 
regimes. Second, the MTC noted that the OECD had “adopted new classifications and stan-
dards” to evaluate tax policies of jurisdictions. Therefore, the MTC deleted the first two para-
graphs of its 2006 definition of tax haven. 

The revised MTC model statute defines “tax haven” as a jurisdiction that, during the tax year 
in question, has no or nominal effective tax on the relevant income; and

• Has laws or practices that prevent effective exchange of information for tax purposes 
with other governments on taxpayers benefiting from the tax regime; 

• Has a tax regime which lacks transparency. A tax regime lacks transparency if the de-
tails of legislative, legal or administrative provisions are not open and apparent or are 
not consistently applied among similarly situated taxpayers, or if the information need-
ed by tax authorities to determine a taxpayer’s correct tax liability, such as accounting 
records and underlying documentation, is not adequately available; 

• Facilitates the establishment of foreign-owned entities without the need for a local sub-
stantive presence or prohibits these entities from having any commercial impact on the 
local economy; 

• Explicitly or implicitly excludes the jurisdiction’s resident taxpayers from taking ad-
vantage of the tax regime’s benefits or prohibits enterprises that benefit from the regime 
from operating in the jurisdiction’s domestic market; or 

• Has created a tax regime which is favorable for tax avoidance, based upon an overall 
assessment of relevant factors, including whether the jurisdiction has a significant un-
taxed offshore financial/other services sector relative to its overall economy

The 2011 MTC criteria are similar to the criteria used to produce the ORS 317.715(2)(b) list of 
foreign jurisdictions. Using the 2011 MTC criteria is consistent with Oregon’s practice of using 
MTC drafted language. Accordingly, the department has used the 2011 MTC criteria in this 
report to identify recommended additions to or subtractions from the list in ORS 317.715(2)(b).  

Recommendations
Detailed summaries on each jurisdiction below are available in Appendix 1, starting on page 
13. Based on the criteria described above, the department makes the following recommenda-
tions:

Additions
Jurisdictions created by the dissolution of the Netherlands Antilles
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The Netherlands Antilles was dissolved on October 10, 2010. Curacao and Sint Maarten (the 
Dutch two-fifths of the island of Saint Martin) became autonomous territories of the Kingdom 
of the Netherlands. Bonaire, Saba, and Sint Eustatius now fall under the direct administration 
of the Netherlands.

Both Curacao and Sint Maarten exempt companies from taxation while preventing the exempt 
companies from competing in the domestic markets of Curacao and Sint Maarten. This impli-
cated criterion 4 of the 2011 MTC tax haven criteria.

The remaining islands, Bonaire, Sint Eustatius and Saba (BES), now have their tax system 
determined by the Netherlands.  But, the BES islands should be considered separately from 
the Netherlands because they are have a separate tax system from the remainder of the Nether-
lands. A 5 percent tax rate is a nominal tax rate because it is substantially below the U.S. corpo-
rate tax rate. Also, a substantial presence in the BES islands is not required to take advantage of 
this tax rate. This implicates criterion 3 of the 2011 MTC tax haven criteria.

The department recommends that Bonaire, Curacao, Saba, Sint Eustatius and Sint Maarten be 
added to the list of jurisdictions in ORS 317.715(2)(b).

The Netherlands
The Netherlands allows companies to take advantage of a nominal (0 - 5 percent) corporate tax 
rate without a substantive connection to the Netherlands. This implicates criterion 3 of the 2011 
MTC tax haven criteria. The Netherlands has also created a tax regime favorable to tax avoid-
ance, implicating criterion 5. 

The department recommends that the Netherlands be added to the list of jurisdictions in ORS 
317.715(2)(b). 

Switzerland
Various types of foreign source income are effectively exempt from tax in Switzerland. Swit-
zerland has a tax system that enables tax avoidance through tax rules that enable earnings 
stripping and by allowing Swiss companies to exempt income from foreign branches. This 
implicates criterion 5 of the 2011 MTC tax haven criteria. Also, Switzerland’s exchange of infor-
mation and tax transparency practices are insufficient, implicating criteria 1 and 2.

The department recommends that Switzerland be added to the list of jurisdictions in ORS 
317.715(2)(b).

Guatemala
Guatemala has a tax rate of zero on foreign source income and lacks effective exchange of in-
formation provisions. This implicates criterion 1 of the 2011 MTC tax haven criteria. 

The department recommends Guatemala be added on the list of jurisdictions in ORS 317.715(2)
(b). 

Hong Kong
Foreign source income in Hong Kong is not taxed, and a foreign owned corporation can take 
advantage of Hong Kong tax law without a substantial connection to Hong Kong. This impli-
cates criterion 3 of the 2011 MTC tax haven criteria. 
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The department recommends that Hong Kong be added to the list of jurisdictions in ORS 
317.715(2)(b).

Trinidad and Tobago
Trinidad and Tobago has a tax rate of zero on foreign source income for non-resident compa-
nies and lacks effective exchange of information provisions. This implicates criterion 1 of the 
MTC criteria. 

The department recommends that Trinidad and Tobago be added to the list of jurisdictions in 
ORS 317.715(2)(b).

Subtractions
Netherlands Antilles
The Netherlands Antilles was dissolved on October 10, 2010. Curacao and Sint Maarten (the 
Dutch two-fifths of the island of Saint Martin) became autonomous territories of the Kingdom 
of the Netherlands. Bonaire, Saba, and Sint Eustatius now fall under the direct administration 
of the Netherlands.

The department recommends that the Netherlands Antilles be subtracted from the list of juris-
dictions in ORS 317.715(2)(b). 

Monaco
Under the provisions of ORS 317.715(2), corporations must include income from jurisdictions 
on the list if they are incorporated in the jurisdiction in question. In this case, no corporation 
can be incorporated in Monaco and be tax-exempt unless they conduct most of their activities 
in Monaco. 

The department recommends that Monaco be subtracted from the list of jurisdictions in ORS 

317.715(2)(b).

Conclusion
Based on the MTC tax haven determination criteria used by the department, the following 
countries should be added to the list of jurisdictions in ORS 317.715(2)(b)*: 

• The Netherlands
• Bonaire*
• Curacao*
• Saba*
• Sint Eustatius*
• Sint Maarten*
• Switzerland
• Guatemala
• Hong Kong
• Trinidad and Tobago

Additionally, the following jurisdictions should be subtracted from the list of jurisdictions in 
ORS 317.715(2)(b)*:

• The Netherlands Antilles**
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• Monaco

*These recommendations are based on information available to staff through November 19, 2014.

**The Netherlands Antilles was dissolved on October 10, 2010. Curacao and Sint Maarten (the Dutch 
two-fifths of the island of Saint Martin) became autonomous territories of the Kingdom of the Nether-
lands. Bonaire, Saba, and Sint Eustatius now fall under the direct administration of the Netherlands.
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Appendix 1 
ORS 317.715(2)(b) jurisdictions  

(current and proposed)

The 2011 Multistate Tax Commission criteria define a tax haven as a jurisdiction that has no or 
nominal tax on the relevant income, and:

• Has laws or practices that prevent effective exchange of information for tax purposes 
with other governments on taxpayers benefiting from the tax regime; 

• Has a tax regime which lacks transparency. A tax regime lacks transparency if the de-
tails of legislative, legal or administrative provisions are not open and apparent or are 
not consistently applied among similarly situated taxpayers, or if the information need-
ed by tax authorities to determine a taxpayer’s correct tax liability, such as accounting 
records and underlying documentation, is not adequately available; 

• Facilitates the establishment of foreign-owned entities without the need for a local sub-
stantive presence or prohibits these entities from having any commercial impact on the 
local economy; 

• Explicitly or implicitly excludes the jurisdiction’s resident taxpayers from taking ad-
vantage of the tax regime’s benefits or prohibits enterprises that benefit from the regime 
from operating in the jurisdiction’s domestic market; or 

• Has created a tax regime which is favorable for tax avoidance, based upon an overall 
assessment of relevant factors, including whether the jurisdiction has a significant un-
taxed offshore financial/other services sector relative to its overall economy. 

The table below reflects lists the current jurisdictions listed in ORS 317.715 and the recom-
mended additions and subtractions, which are bolded. All of these jurisdictions impose no or 
nominal taxation on certain categories of income earned outside of the jurisdiction. This table 
shows which additional MTC criteria cause the jurisdiction to be classified as a tax haven.

Jurisdictions MTC criteria met Additional information on

Andorra 3 Page 16

Anguilla 3, 4 Page 16

Antigua and Barbuda 4 Page 17

Aruba 3, 4 Page 17

The Bahamas 3, 4, 5 Page 18

Bahrain 3 Page 18

Barbados 4, 5 Page 19

Belize 3, 4 Page 19

Bermuda 3, 5 Page 20

Bonaire 3 Page 43
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British Virgin Islands 1, 2, 3, 5 Page 20

Cayman Islands 3, 4, 5 Page 21

Cook Islands 4 Page 22

Curacao 4 Page 43

Cyprus 2, 3 Page 22

Dominica 1, 2, 4 Page 23

Gibraltar 3 Page 24

Grenada 3 Page 25

Guatemala 1 Page 25

Guernsey-Sark-Alderney 3 Page 26

Hong Kong 3 Page 26

Isle of Man 3 Page 27

Jersey 3 Page 28

Liberia 2, 3 Page 28

Liechtenstein 3 Page 29

Luxembourg 1, 2, 3, 5 Page 29

Malta 3 Page 30

Marshall Islands 2, 3, 4 Page 31

Mauritius 3, 4 Page 31

Monaco Proposed deletion Page 32

Montserrat 3, 4 Page 33

Nauru 1, 2 Page 33

The Netherlands 3 Page 34

Netherlands Antilles Proposed deletion Page 35

Niue 2 Page 35

St. Kitts and Nevis 4 Page 36

St. Lucia 4 Page 36

St. Vincent and the Grenadines 4 Page 36

Saba 3 Page 43

Samoa 4 Page 37

San Marino 3 Page 37

Seychelles 2, 3, 4 Page 38
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Sint Eustatius 3 Page 43

Sint Maarten 4 Page 43

Switzerland 1, 2, 5 Page 38

Trinidad and Tobago 1 Page 40

Turks and Caicos Islands 3, 4, 5 Page 41

U.S. Virgin Islands 4 Page 41

Vanuatu 1, 2, 3 Page 42
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Andorra 
Andorra is a principality located in the Pyrenees Mountains, with a population of 
approximately 85,000 people. Andorra’s official languages are Catalonian, Castilian, 
Portuguese and French. Andorra’s economy is based on tourism, retail sales, and 
finance.1 

Bureau of Economic Analysis (BEA) statistics indicate that U.S. corporations reported $1 
million worth of profits in Andorra during 2012.2 

Until recently, Andorra did not tax corporate income.3 As of 2013, Andorra imposes a 10 
percent tax on corporate income.4 

The corporate tax base for a firm in Andorra is reduced by 80 percent if the Andorran 
firm engages in group financing, intellectual property or international operations 
involving intangible assets or goods trading. To claim this exception, the Andorran firm 
must have business premises of 20 square meters and at least one part-time employee 
within Andorra.5 

Andorra also possesses a holding company regime. Under this regime, an Andorran 
holding company can exclude foreign source dividends and capital gains from the 
taxable income of the Andorran holding company. However, the Andorran holding 
company must own at least 5 percent of the voting rights of the non-resident company 
distributing the dividends. Also, the dividend distributing company must be subject to 
paying taxes similar to Andorran tax rates.6 

An Invest with Andorra brochure claims that Andorra is no longer a tax haven because 
Andorra signed exchange of information agreements with other jurisdictions.7 
However, the brochure does not address whether Andorra is a tax haven because of the 
issues cited above. 

In summary, Andorra taxes group financing and intellectual property licensing 
activities at an effective rate of 2 percent and dividends at an effective rate of 0 percent 
if certain conditions are met. In any case, 2 percent is a nominal rate of tax given that 
rate is substantially lower than the effective tax rate on similar activities in other 
jurisdictions. No substantive presence in Andorra is required to take advantage of the 
Andorra tax regime. This implicates criterion 3 of the 2011 MTC tax haven criteria. 	  

Anguilla 
Anguilla is a Caribbean overseas territory of the U.K., with a population of 
approximately 16,000 people. English is the official language of Anguilla. The main 
industries are financial services, fishing, remittances, and tourism.8 

BEA statistics indicate that U.S. corporations reported $1 million in profits in Anguilla 
during 2012.9 There are no corporate income taxes in Anguilla.10 

Section 3 of the Anguilla International Business Companies Act provides that an 
Anguillan international business company may not carry on business with residents of 
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Anguilla. Section 117 of the same act provides that an Anguillan international business 
company that only does business outside Anguilla is not subject to Anguillan tax.11 

In summary, Anguillan international companies need not have a substantive presence 
in Anguilla to enjoy the Anguillan zero tax regime. Also, Anguillan international 
companies are excluded from the Anguillan domestic market. This implicates criteria 3 
and 4 of the 2011 MTC tax haven criteria. 

Antigua and Barbuda 
Antigua and Barbuda is a Caribbean island nation located near Puerto Rico, with a 
population of approximately 91,000 people. English is the official language of Antigua 
and Barbuda. The main industry is tourism.12 

BEA statistics indicate that U.S. corporations reported $2 million in losses in Antigua and 
Barbuda during 2012.13  

Antigua and Barbuda has a corporate income tax rate of 25 percent.14Section 4 of the 
Antigua International Business Companies Act defines the term international trade or 
business companies and limits the activities of those companies within Antigua and 
Barbuda. Manufacturing companies registered under the act may manufacture goods 
for sale outside of Antigua and Barbuda. However, the act also allows international 
trading companies registered under the act to provide services to other corporations 
within Antigua and Barbuda, as long as those services are not performed to enable 
another company to conduct business within Antigua and Barbuda.15 

Section 272 of the act provides that the international trade and business income of an 
Antigua international business corporation is exempt from tax in Antigua. Section 276 
provides that this tax exemption lasts for 50 years after the incorporation of the exempt 
company.16 

In summary, Antigua international business corporations are exempt from tax if they 
limit their interactions with the Antiguan economy. This implicates criterion 4 of the 
2011 MTC tax haven criteria. 

Aruba 
Aruba is a Caribbean island constituent country of the Netherlands, with a population 
of approximately 110,000 people. Papiamento is the most prevalent language of Aruba. 
The main industries include tourism and offshore banking.17 

BEA statistics do not indicate the 2012 net income of U.S. corporations in Aruba, to 
avoid disclosing the identity of individual corporations.18 Aruba taxes corporate income 
at a rate of 28 percent.19 

Aruban law provides for the establishment of an Aruba exempt company (AVV). 
Residents of Aruba may not incorporate an AVV. An AVV may not participate in the 
domestic economy of Aruba.20 However, an AVV may engage in activities such as 
intellectual property licensing and corporate group financing.21 An AVV, as long as it 
does not engage in the domestic economy of Aruba, is exempt from Aruban tax.22 
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In summary, Aruban law provides that AVVs that do not participate in the Aruban 
economy are tax-exempt. Also, Aruba does not allow Aruban residents to establish 
AVVs. In addition, there is no requirement that the AVV have a substantial connection 
to Aruba in order to take advantage of the Aruban tax system. This implicates criteria 3 
and 4 of the 2011 MTC tax haven criteria. 

The Bahamas 
The Bahamas is a chain of islands located in the Caribbean Sea adjacent to Florida, with 
a population of 321,000 people. English is the official language. Tourism and offshore 
banking are the main economic activities in the Bahamas. 23 

U.S. corporations reported $2.08 billion in profit in the Bahamas during 2012.24 The 
Bahamas has a corporate income tax rate of 0 percent.25 

Section 187 of the Bahamian International Business Companies Act makes clear that a 
Bahamian company incorporated under the act is not subject to any kind of tax on 
company net income. Section 187(2) of the same act prevents an international business 
company partially owned by persons resident in the Bahamas from taking advantage of 
the provisions of Section 187(1). Nowhere does the act require a substantial presence in 
the Bahamas to take advantage of the zero tax rate.26  

In addition, it has been noted that finance and offshore banking generates as much as 35 
percent of the GDP in the Bahamas.27 Therefore, the untaxed offshore finance industry is 
large relative to the Bahamian economy. Accordingly, the Bahamas has created a tax 
regime favorable for tax avoidance. 

In summary, the Bahamas allows international business companies to enjoy the zero 
Bahamian tax rate without a substantial presence in the Bahamas. Also, residents of the 
Bahamas may not own part of an international business company. This implicates 
criteria 3 and 4 of the 2011 MTC criteria. Additionally, the untaxed offshore finance 
industry is a large part of the Bahamian economy, implicating criterion 5. 

Bahrain 
Bahrain is an island nation located between Saudi Arabia and Qatar in the Persian Gulf, 
with a population of approximately 1.3 million people. Arabic is the official language of 
Bahrain. The main industries are aluminum, construction, finance, and petroleum.28 

BEA statistics indicate that U.S. corporations reported $13 million in profits in Bahrain 
during 2012.29 Bahrain does not have a corporate income tax for most companies. 
However, oil companies are taxed at a 46 percent rate.30 

Bahraini law does allow for the establishment of holding companies that provide group 
financing to affiliated corporations. The Bahraini holding company may be completely 
owned by non- Bahraini nationals. There is no requirement that the holding company 
transact business with Bahraini companies. There is no requirement that corporations 
doing business with the holding company be subject to tax in other countries.31 
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In summary, a foreign company can be incorporated in Bahrain and take advantage of a 
0 percent tax rate without the need for a local substantive presence within Bahrain. This 
implicates criterion 3 of the 2011 MTC tax haven criteria. 

Barbados 
Barbados is a Caribbean Island near South America, with a population of 
approximately 290,000 people. English is the official language of Barbados. Tourism and 
offshore banking are the main economic activities.32 

In 2012, U.S. corporations reported $2.393 billion in profits in Barbados.33 Barbados has 
a variety of corporate tax rates and international company structures, and taxes 
standard companies at a rate of 25 percent. Tax rates vary between .25 percent and 2.5 
percent for Barbados international business companies.34 

Section 10 of the International Business Companies Act provides that profits are taxed 
at a rate of 2.5 percent for the first $10 million of profits, 2 percent for the second $10 
million of profits, 1.5 percent for the third $10 million of profits, and 1 percent for all 
profits in excess of $30 million. 35 

Section 8 of the same act requires that the international business company must be 
resident in Barbados and capable of carrying on business. Section 6(1)(d) provides that 
any business carried on from Barbados can qualify for the tax exemptions of the 
International Business Companies Act. However, Section 4 makes clear that items 
manufactured within Barbados must be exported. Section 6 makes clear that services 
must be provided to those outside Barbados or other similarly exempt companies 
within Barbados.36 

In addition, it has been noted that offshore finance is an important foreign exchange 
earner in Barbados. The profits reported by U.S. corporations in Barbados equal 
approximately one-third of Barbados’ GDP.37 This indicates that the Barbados untaxed 
offshore financial sector is a significant part of the economy. Accordingly, Barbados has 
created a tax regime favorable for tax avoidance.  

In summary, Barbados taxes international business company income at a nominal rate 
of between 1 percent and 2.5 percent if the international business company doesn’t 
participate in the Barbados economy. This implicates criterion 4 of the 2011 MTC tax 
haven criteria. Additionally, the Barbados untaxed offshore financial industry is a 
significant part of the Barbados economy, implicating criterion 5. 

Belize 
Belize is a country located between Guatemala and Mexico, with a population of 
approximately 340,000 people. English is the official language of Belize. The main 
industries include agriculture, petroleum, and tourism.38 

BEA statistics indicated that U.S. corporations reported $3 million in profits in Belize 
during 2012.39 Belize taxes corporate income at a 25 percent rate.40 
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Belize has enacted an International Business Companies Act. Section 5 (1)(a) of the act 
provides that a Belizean international business company may not carry on activities 
within Belize. Section 130 of the same act provides that a Belizean international business 
company is exempt from Belizean corporate income tax.41 

In summary, there is no tax on an international business company and the international 
business company may not enter the domestic market of Belize and, accordingly, does 
not need a substantial connection to Belize. This implicates criteria 3 and 4 of the 2011 
MTC tax haven criteria.  

Bermuda 
Bermuda is an overseas territory of the U.K. consisting of a group of islands off the 
coast of South Carolina, with a population of approximately 70,000 people. English is 
the official language of Bermuda. The main industries are finance and tourism.42 

U.S. corporations reported a total of $80.042 billion in profits from Bermuda during 
2012.43 News reports indicate that Google used Bermuda as part of a tax avoidance 
strategy involving Ireland and the Netherlands.44 Bermuda does not levy a corporate 
income tax.45  

Section 127 of the 1981 Bermuda Companies Act provides for the existence of 
Bermudian exempted companies. Section 129(e) provides that an exempted company, 
as a general rule, may not carry on business within Bermuda unless the activities of the 
exempted company fit within a specific exemption. Section 128 states that Bermuda 
exempted companies are covered by the Exempted Undertakings Tax Protection Act of 
1966.46 Section 2 of that act authorizes the Bermuda Accountant-General to assure 
exempt companies that they will not be covered by any future Bermuda profits tax.47 

In addition, the profits reported by U.S. corporations in Bermuda are many times larger 
than the GDP of Bermuda. It is clear that Bermuda’s untaxed, offshore finance industry 
is large relative to the rest of the economy in Bermuda.48 Therefore, it is also clear that 
Bermuda has created a tax regime favorable for tax avoidance.  

In summary, a tax-exempt company may be established in Bermuda without the need 
for a substantive presence in Bermuda. This implicates criterion 3 of the 2011 MTC tax 
haven criteria. Also, Bermuda has a large untaxed offshore financial services industry, 
implicating criterion 5. 

British Virgin Islands 
The British Virgin Islands (BVI) is a U.K. overseas territory located in the Caribbean Sea 
near Puerto Rico, with a population of approximately 33,000 people. The official 
language of the BVI is English. The BVI’s most important industries are international 
business and tourism.49 

BEA statistics show that U.S. corporations reported $39.639 billion in profits in the 
“United Kingdom Islands, Caribbean” during 2012.50 U.N. statistics show that the BVI 
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received $92 billion in foreign investments during 2013. The United States, by 
comparison, reported $159 billion in foreign investments during 2013.51 

In 1984, the BVI passed the International Business Companies Act. In essence, the 
international business company would not be taxed by the BVI if it did no business in 
the BVI. In 2004, the BVI replaced the International Business Companies Act and BVI 
international business companies were eventually phased out.52 However, the BVI has a 
corporate income tax rate of zero. 53 

BVI company law indicates there is no requirement that a company have a substantial 
presence in the BVI to take advantage of the corporate income tax rate.54 This is 
supported by the fact that the foreign investment received by the BVI is 
disproportionate to the level of economic activity supportable by 27,000 people. 

A Global Forum report indicated that the BVI failed to enforce its exchange of 
information and tax transparency laws. Namely, BVI does not monitor the accounting 
regulations compliance of non-financial companies, use its legal authority to compel 
companies to release information, or properly answer exchange of information requests 
from other jurisdictions.55 

The circumstances described here indicate that the BVI has established a tax regime 
favorable for tax avoidance. Clearly, the BVI has a large untaxed offshore financial 
sector due to the large flow of foreign funds into the BVI combined with the BVI having 
no corporate income tax. Total foreign investment into the BVI is greater than the GDP 
of the BVI.56 Accordingly, the untaxed offshore financial sector must be a large part of 
the BVI economy. 

In summary, there is no requirement that a foreign owned entity establish a substantive 
presence in the BVI to take advantage of the corporate income zero tax rate. This 
implicates criterion 3 of the 2011 MTC tax haven criteria. Also, the BVI’s exchange of 
information and tax transparency practices are insufficient, implicating criteria 1 and 2. 
Finally, the BVI has a large untaxed offshore financial services industry, implicating 
criterion 5. 

Cayman Islands 
The Cayman Islands is a U.K. overseas territory located in the Caribbean near Cuba, 
with a population of approximately 55,000 people English is the official language of the 
Cayman Islands. Financial services and tourism are the main industries.57 

There is no information indicating how much profit U.S. corporations earn specifically 
in the Cayman Islands. However, other statistics indicate that U.S. corporations 
reported $39.639 billion in profits during 2012 in Caribbean islands belonging to the 
U.K.58 The Cayman Islands does not have a corporate income tax.59 

The Cayman Islands allows a Cayman Islands company that does business primarily 
outside the Cayman Islands to enjoy the corporate tax advantages of the Cayman 
Islands. Section 165 of the Cayman Islands Companies Law provides that an exempted 
company must declare their business will be carried on mainly outside the Cayman 
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Islands. Section 174 of the law clearly prohibits trade by the exempted company within 
the Cayman Islands unless the trade within the Cayman Islands somehow furthers its 
trade outside the Cayman Islands.60 

Also, the Cayman Islands have created a tax regime favorable for tax avoidance. 
Statistics indicate that the Cayman Island received approximately $10.5 billion in net 
foreign investment during 2013.61 It has been noted that the Cayman Islands is a 
thriving offshore financial center.62 Clearly, the offshore financial center in the Cayman 
Islands is untaxed and constitutes a large part of the Cayman Islands economy. 
Accordingly, the Cayman Islands has created a tax regime favorable for tax avoidance.  

In summary, the Cayman Islands does not tax corporate income and facilitates the 
Cayman Islands establishment of foreign-owned corporations without the need for an 
economic presence in the Cayman Islands. Also, exempt companies in the Cayman 
Islands may not participate in the Cayman Islands domestic market. This implicates 
criteria 3 and 4 of the 2011 MTC tax haven criteria. Additionally, the Cayman Islands 
possess a large, untaxed offshore financial services industry, implicating criterion 5. 

Cook Islands 
The Cook Islands are a group of South Pacific Islands, with a population of 
approximately 10,000 inhabitants who are in a self-governing association with New 
Zealand. English and Cook Islands Maori are the official languages of the Cook Islands. 
The main industries are agriculture and tourism.63 

No statistics are available on how much profit U.S. corporations report in the Cook 
Islands.64 According to The Cook Islands Tax Review, the Cook Islands levy a company tax 
of 20 percent on resident companies and 28 percent on non-resident companies.65 

Section 249(2) of the Cook Islands International Companies Act provides that no “fee, 
impost, tax, levy, dues, duty or excise” may be imposed on a Cook Islands international 
company incorporated in the Cook Islands. Section 6 of the same act expressly forbids 
residents or domestic corporations of the Cook Islands from holding an interest in a 
Cook Islands international company except through a trustee company.66 

The Cook Islands International Companies Act has been amended a number of times. 
However, a provision of the act that prevents domestic companies or residents of the 
Cook Islands from owning a beneficial interest in a Cook Islands international company 
has never been modified.67 

In summary, residents of the Cook Islands are expressly excluded from the favorable 
tax treatment granted to Cook Island international companies established by non-Cook 
Islanders. This implicates criterion 4 of the 2011 MTC tax haven criteria.  

Cyprus 
Cyprus is an island nation located in the eastern Mediterranean, with a population of 
approximately 1.2 million people Greek and Turkish are the official languages of 
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Cyprus. Cyprus has a diversified economy, and finance and tourism are important 
industries.68 

BEA statistics indicated that U.S. corporations reported $425 million in profits in Cyprus 
during 2012.69 

Cyprus experienced a severe financial crisis in 2013. A large part of deposits in Cypriot 
banks were, in essence, seized by the European Union to fund a bank bailout in 
Cyprus.70 News articles reported that Cyprus remained a favorite tax haven in spite of 
the bank bailout.71 Cyprus taxes resident corporate income at a 12.5 percent rate.72 

Cypriot companies are resident in Cyprus when the Cypriot company is managed and 
controlled from Cyprus. Resident Cypriot companies are taxed on their worldwide 
income. Non-resident Cypriot companies are taxed on Cypriot source income.73 
Accordingly, a company can be incorporated in Cyprus and pay zero tax if the 
company has no Cyprus source income.  

Dividends received by a resident Cypriot corporation are tax-free unless the dividends 
are paid out of profits more than four years old. In that case, the dividends are taxed to 
provide for the defense of Cyprus. Dividends received by non-resident Cypriot 
corporations are also exempt from tax, including the tax for the defense of Cyprus, 
unless more than half of the non-resident corporation’s income comes from investment 
activities or the tax on the non-resident payer of the dividends is less than 5 percent of 
the tax on the receiving Cypriot corporation.74 

Cyprus exempts 80 percent of the profits earned from patents, trademarks and other 
intellectual property rights from tax. A company taking advantage of this tax incentive 
must own the intellectual property in question although the company may acquire the 
intellectual property from a third party.75 

A Global Forum report indicated that Cyprus failed to enforce its exchange of 
information and tax transparency laws. Namely, Cyprus does not ensure that 
accounting records are available or use its legal authority to compel companies to 
release tax related information.76 

In summary, a strong potential exists for a Cypriot company to pay an effective rate of 
corporate tax significantly lower than the U.S. rate if the company holds intellectual 
property. Also, the potential for use of hybrid financing arrangements exists given the 
exclusion of dividends from Cyprus tax.  These tax incentives can be used by a Cypriot 
non-resident company without a substantial connection to Cyprus. This implicates 
criterion 3 of the 2011 MTC tax haven criteria. Also, Cyprus’ tax transparency practices 
are insufficient, implicating criterion 2. 

Dominica 
Dominica is an island republic located in the Caribbean, with a population of 
approximately 73,000 people. English is Dominica’s official language. Agriculture is 
Dominica’s main industry, along with developing finance and tourism sectors.77 
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U.S. corporations reported $9 million in profits in Dominica in 2012.78 Dominica taxes 
corporate income at a 30 percent rate.79 

Dominica passed an International Business Companies Act in 1996. Section 5(1)(a) of the 
act provides that an international business company may not carry on business in 
Dominica with persons domiciled or resident in Dominica. In addition, Section 109 of 
the act provides that an international business company is exempt from tax for a period 
of 20 years after it’s incorporation.80 

A Global Forum report indicated that Dominica lacked the following exchange of 
information and tax transparency provisions:  

• Sufficient corporate accounting regulations.  
• Sufficient ability of the government to obtain taxpayer information.  
• Effective exchange of information provisions. 81 

In summary, there is no tax for international business for the first 20 years of their 
operation, and these businesses cannot compete in the domestic Dominican market. 
This implicates criterion 4 of the 2011 MTC tax haven criteria. Also, Dominica’s 
exchange of information and tax transparency provisions are insufficient, implicating 
criteria 1 and 2.  

Gibraltar 
Gibraltar is a small peninsula on the Spanish coast and has been a U.K. overseas 
territory for the past 300 years. Gibraltar’s population is approximately 30,000 people. 
English is the official language of Gibraltar. The main economic activities are financial 
services, internet gaming, shipping, and tourism.82 

U.S. corporations reported $3.501 billion in profits in Gibraltar in 2012.83 At present, the 
corporate income tax rate in Gibraltar is 10 percent.84 

Gibraltar distinguishes between resident and non-resident companies. A Gibraltar 
resident company is one that is managed and controlled in Gibraltar. A Gibraltar non-
resident company is managed and controlled outside Gibraltar. Typically, Gibraltar 
non-resident companies are taxed only on their Gibraltar source income. However, a 
company registered in Gibraltar must pay the standard 10 percent corporate tax rate on 
interest and royalty income received.85 

Also, Gibraltar exempts dividends from tax and there is no evidence that dividends 
paid to a Gibraltar recipient from another country be subject to tax in that country.86 
Gibraltar’s treatment of dividends could give a taxpayer a tax benefit, if the U.S. 
considered debt what Gibraltar considers to be equity. In short, a U.S. corporation could 
deduct the payment and a Gibraltar corporation would recognize no income on the 
payment.  

In summary, Gibraltar excludes a large amount of foreign income from its taxable base 
by unconditionally excluding dividends from corporate taxable income. A Gibraltar 
company can take advantage of this tax regime without any substantive connection to 
Gibraltar. This implicates criterion 3 of the 2011 MTC tax haven criteria. 
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Grenada 
Grenada is an island nation located in the Caribbean Sea near the coast of South 
America, with a population of approximately 110,000 people. English is the official 
language of Grenada and tourism is a major industry.87 

BEA statistics show that U.S. corporations reported $2 million in profits in Grenada 
during 2012.88 Grenada has a corporate income tax rate of 30 percent.89 

Grenada allows the establishment of international companies that are exempt from tax 
for a period of 20 years per Section 110 of the International Companies Act of 1989. 
Section 5 of the same act provides that an International Company may not carry on 
business with persons domiciled or resident in Grenada.90 

In summary, Grenada tax-exempt companies are prevented from competing in the local 
Grenada market. Also, the Grenada exempt company does not need to have a 
substantial connection to Grenada. This implicates criterion 3 of the 2011 MTC tax 
haven criteria. 

Guatemala 

Guatemala is a Central American nation, with a population of approximately 16,000,000 
people. Spanish is the official language of Guatemala. Agriculture and remittances from 
abroad are major parts of the Guatemalan economy.91 

BEA statistics indicate that U.S. corporations reported $144 million in profits in 
Guatemala during 2012.92 Guatemala has a corporate income tax rate of 5 to 7 percent 
on gross revenue and 28 percent on net income. Gross revenue tax paid is treated as a 
credit toward net income tax.93 

However, Guatemala only taxes Guatemalan source income.94 For example, dividends 
paid by foreign corporations to Guatemalan corporations are not taxable by 
Guatemala.95 Also, Guatemalan law provides for a 10-year exemption from income 
taxes for companies that establish commercial or industrial operations in certain areas.96 
It is possible for a corporation established in Guatemala to enjoy zero taxation, at least 
for the first 10 years of its existence.   

Also, Guatemala is not compliant with Global Forum exchange of information and 
transparency provisions. Notably, the Global Forum has noted deficiencies in the 
following areas:  

• Availability of ownership information.  

• The power of authorities to procure documents for exchange of information.  

• Provisions for effective exchange of information.  

• Exchange of information agreements that cover all relevant partners.97 

Specifically, the report notes that Guatemala does not require foreign corporations, 
partnerships, or trusts with nexus to Guatemala to provide ownership information to 
Guatemala. Guatemala’s confidentiality provisions may not be waived for the purposes 
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of exchange of information with other governments.98  

Also, Guatemalan law may not authorize Guatemalan taxing authorities to obtain 
information unless the information relates to a Guatemalan tax liability. Guatemala’s 
confidentiality laws would render ineffective any exchange of information agreement 
Guatemala is party to, although. Guatemala has not actually entered into any of these 
agreements.99 

In addition, Global Forum has noted that Guatemala should modify their law to 
prevent notification of taxpayers when a judicial order is required to obtain taxpayer 
information.100  

In summary, Guatemala has a tax rate of zero on foreign source income and lacks 
effective exchange of information provisions. This implicates criterion 1 of the 2011 
MTC tax haven criteria.  

The department recommends Guatemala be added on the list of jurisdictions in ORS 
317.715(2)(b).  

Guernsey- Sark- Alderney 
Guernsey-Sark-Alderney (Guernsey) is a British crown dependency located in the 
English Channel, with a population of approximately 66,000 people. English is the 
predominant language. Financial activities are a very important part of the Guernsey 
economy.101 

There are no statistics indicating the level of profits U.S. corporate entities report in 
Guernsey.102 In general, a company in Guernsey pays a corporate tax rate of 0 percent. 
However, banking, fiduciary, domestic insurance, insurance management, and 
insurance intermediary businesses are taxed at a rate of 10 percent. Guernsey real estate 
holdings are taxed at 20 percent.103  

A company is regarded as resident of Guernsey if the company is incorporated in 
Guernsey or is managed and controlled from Guernsey.104 Doing Business in Guernsey 
indicates that a Guernsey resident company need only file a simple tax return if they 
have no beneficial owners present in Guernsey and refrain from engaging in activity 
taxed by Guernsey.105  

In summary, a foreign owned business may enjoy a Guernsey tax rate of 0 percent, 
without the need to engage in substantive activity within Guernsey. This implicates 
criterion 3 of the 2011 MTC tax haven criteria. 

Hong Kong 
Hong Kong is part of China, with a population of more than 7,000,000 people. Hong 
Kong was a colony of the U.K. until 1997. In 1984, China and the U.K. agreed that Hong 
Kong would be guaranteed its domestic autonomy until 2047. Chinese and English are 
spoken in Hong Kong and the economy is well developed.106  

U.S. corporations reported $12.506 billion in profits in Hong Kong during 2012.107  
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Hong Kong has a 16.5 percent corporate income tax rate and uses a territorial system of 
taxation.108 Therefore, foreign sourced income is not taxed in Hong Kong. There are no 
substance requirements for a holding company in Hong Kong. These provisions may 
facilitate the tax-free movement of foreign money into Hong Kong, given there is no 
evidence of any Hong Kong requirement that foreign income be subject to tax.109 

Hong Kong is also advertised as being home to hybrid financing instruments.110 By way 
of example, a hybrid financing instrument exists when a financial instrument is 
classified as debt in country A and equity in country B. This raises the possibility that a 
corporation could deduct an interest expense in County A and recognize no income in 
Country B, if Country B does not tax dividends.  

Hybrid financing arrangements can facilitate profit shifting to low-tax jurisdictions 
when the hybrid financing arrangement results in a tax deduction in the high tax 
country. This conclusion holds true of Hong Kong in light of the fact that Hong Kong 
does not tax foreign source income.  

In summary, foreign source income in Hong Kong is not taxed, and a foreign owned 
corporation can take advantage of Hong Kong tax law without a substantial connection 
to Hong Kong. This implicates criterion  3 of the 2011 MTC tax haven criteria.  

The department recommends that Hong Kong be added to the list of jurisdictions in 
ORS 317.715(2)(b). 

Isle of Man 
The Isle of Man is a U.K. crown dependency located between Ireland and the U.K., with 
a population of approximately 87,000 people. Languages used in the Isle of Man include 
English and Manx. Manufacturing, offshore banking, and tourism are the basis of the 
Isle of Man economy.111 

There are no statistics indicating the level of profits U.S. corporate entities report in the 
Isle of Man. 112 The Isle of Man taxes most businesses at a 0 percent tax rate. However, 
banking income from deposit-taking businesses, real estate, and retail profits in excess 
of 500,000 pounds are taxed at 10 percent.113  

The only requirement to take advantage of the 0 percent tax rate is to own an Isle of 
Man incorporated business entity or manage the business entity from the Isle of Man. 
All companies incorporated in the Isle of Man are tax residents in the Isle of Man.114 
There is no requirement for an Isle of Man company to have a substantial presence in 
the Isle of Man to take advantage of the 0 percent tax rate. 

In summary, Manx incorporated businesses are subject to a tax rate of zero, without the 
need for a substantive presence in the Isle of Man.  This implicates criterion 3 of the 
2011 MTC tax haven criteria. 
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Jersey 
Jersey is a crown dependency of the U.K., located in the English Channel, with a 
population of approximately 97,000 people. English is the official language of Jersey. 
Finance is a major component of the Jersey economy.115 

There are no statistics indicating the level of profits U.S. corporate entities report in 
Jersey.116 Jersey taxes most businesses at a 0 percent tax rate. However, Jersey taxes 
financial services companies and utility companies at a 10 percent rate.117 

A company is considered tax resident in Jersey if the company is incorporated in, or 
managed and controlled from Jersey. There is no requirement that a company have any 
economic activities in Jersey to take advantage of a 0 percent tax rate.118 

In summary, Jersey does not require a substantial connection to Jersey to set up a 
foreign owned company in Jersey. Indeed, a Jersey permanent establishment is only 
needed if corporation in question is not resident in Jersey. This implicates criterion 3 of 
the 2011 MTC tax haven criteria. 

Liberia 
Liberia is a West African nation, with a population of approximately 4,000,000 people. 
English is the official language of Liberia. Liberia’s economy has traditionally depended 
on exports of raw materials, such as rubber and timber.119 

BEA statistics indicate that U.S. corporations reported $124 million in losses in Liberia 
during 2012.120 In general, Liberia taxes corporate income at a 25 percent rate.121 

The Liberia Fiscal Guide indicates that Liberia taxes the worldwide income of a Liberian 
resident corporation. However, Liberia taxes the Liberian source income of a non-
resident corporation.122 A Quick Guide to Taxation in Liberia indicates that a Liberian 
resident corporation is one that is incorporated in Liberia, and either is managed from 
Liberia or performs the majority of its operations in Liberia. Also, a company can be 
considered resident in Liberia if the majority of shareholders reside in Liberia.123 As a 
consequence, a company can be incorporated in Liberia without the need for operations 
in Liberia.  

One thing to note is that Liberia exempts shipping income from taxation.124 As a 
consequence, Liberia has a very large Merchant Marine for a nation of its size.125 

A Global Forum report indicated that Liberia lacked sufficient corporate accounting 
regulations and sufficient records of corporate ownership, to be considered compliant 
with transparency requirements.126 

In summary, foreign sourced income is not taxed in Liberia. A foreign corporation does 
not need a connection to Liberia to take advantage of this tax law. This implicates 
criterion 3 of the 2011 MTC tax haven criteria. Also, Liberia’s tax transparency 
provisions are insufficient, implicating criterion 2. 
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Liechtenstein 
Liechtenstein is a small country located between Switzerland and Austria, with a 
population of approximately 37,000 people. German is the official language of 
Liechtenstein. Finance is one of the major industries.127 

Bureau of Economic Analysis statistics do not indicate the 2012 net income of U.S. 
corporations in Liechtenstein, to avoid disclosing the identity of individual 
corporations.128 Liechtenstein taxes corporate income at a 12.5 percent rate.129 

However, there are two key provisions of Liechtenstein tax law that reduce the effective 
rate paid by Liechtenstein corporations. 

First, Intellectual Property Box Regimes: Effective Tax Rates and Tax Policy Considerations 
indicates that 80 percent of the net income attributable to patents, designs, models, 
utility models, trademarks, and copyrights (intellectual property) is excluded from 
Liechtenstein corporate income tax. It also indicates that this intellectual property tax 
exemption applies to acquired or developed intellectual property. Also, past research 
and development costs must be recaptured and added to intellectual property 
income.130 

Second, Liechtenstein corporations are allowed to deduct 4 percent of their weighted 
equity value against their income. This is referred to as a “notional interest 
deduction.”131 Typically, corporations are allowed to deduct interest they pay on their 
debts while they are not allowed to deduct dividends paid. The economic justification 
for a notional interest deduction is to remove the tax preference that favors debt over 
equity.132 It is possible that a Liechtenstein corporation holding intellectual property 
pays a zero effective tax rate, even if their weighted equity value equals their net 
income.  

In summary, there is no evidence that a company needs to have a substantive 
connection to Liechtenstein to take advantage of the Liechtenstein tax system. This 
implicates criterion 3 of the 2011 MTC tax haven criteria. 

Luxembourg 
Luxembourg is a nation located between Belgium and Germany, with a population of 
approximately 521,000 people. French, German, and Luxembourgish are the official 
languages. Financial services are the largest part of Luxembourg’s economy.133 

U.S. corporations reported $95.036 billion in profits in Luxembourg during 2012.134 
Luxembourg has a headline corporate tax rate of 28 percent.135 

Recent media coverage has focused on Luxembourg’s role in various tax avoidance 
schemes.136 The 2000 OECD report indicated that Luxembourg operated a preferential 
tax regime due to the Luxembourg 1929 Holding Company legislation,137 which has 
since been repealed.138  

Luxembourg- A Hub for Intellectual Property indicates that Luxembourg exempts 80 
percent of net income or capital gains attributed to the use or right to use patents, 
trademarks, or copyrights (intellectual property) acquired from a third party. Eighty 
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percent of the income from self-developed intellectual property is excluded from 
Luxembourg income tax. The research and development for the intellectual property 
can occur outside Luxembourg. Income from intellectual property may be excluded 
from tax only if the intellectual property was acquired or developed after 2007.139  

In addition, Luxembourg differentiates between resident and non-resident companies. 
A resident company has their registered office or central administration in 
Luxembourg, whereas a non-resident company has their registered office or central 
administration outside Luxembourg. Luxembourg resident companies are taxed on 
their worldwide income while Luxembourg non-resident companies are taxed on their 
Luxembourg source income.140 

A Global Forum report indicated that Luxembourg failed to enforce its exchange of 
information and tax transparency laws. Namely, Luxembourg does not use its legal 
powers to obtain taxpayer information, or enable effective exchange of information with 
other jurisdictions. Also, Luxembourg does not have sufficient laws to provide for 
transparency of company ownership information.141  

Also, the profits reported by U.S. corporations in Luxembourg are greater than the 
entire GDP of Luxembourg.142 In addition, most banks in Luxembourg are foreign-
owned and financial sector accounts for 36% of GDP. The offshore financial center in 
Luxembourg is subject to no or nominal tax and constitutes a large part of the 
Luxembourg economy. Accordingly, Luxembourg has created a tax regime favorable 
for tax avoidance. 

In summary, Luxembourg taxes large categories of corporate income at a nominal rate 
due to its tax treatment of intellectual property, and the exclusion of the foreign source 
income of a non-resident Luxembourg company from Luxembourg tax. A Luxembourg 
company can seek this advantageous tax treatment without a substantial connection to 
Luxembourg. This implicates criterion 3 of the 2011 MTC tax haven criteria. Also, 
Luxembourg’s exchange of information and tax transparency laws and practices are 
insufficient, implementing criteria 1 and 2. Finally, Luxembourg has created a tax 
regime favorable for tax avoidance, implicating criterion 5. 

Malta 
Malta is an island in the Mediterranean Sea, located between Sicily and Libya, with a 
population of approximately 413,000 people. Malta’s official languages are English and 
Maltese. Financial services, manufacturing, trade, and tourism are significant economic 
activities in Malta.143 

U.S. corporations reported $213 million in losses in Malta during 2012.144  

Malta has a corporate income tax rate of 35 percent. Any company incorporated in 
Malta is considered tax resident in Malta.145 However, Section 3 of the Legal Notice 429 
of 2010 provides that royalties received on patents are exempt from Maltese corporate 
income tax. There is no requirement that research leading to the patent be performed in 
whole or in part in Malta.146 Malta: the IP and R&D Jurisdiction indicates that copyrights 
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are also exempt from income.147 It is unclear what kind of connection the copyrights or 
trademarks need to have with Malta in order to take advantage of the exemption.  

In summary, Malta has an effective tax rate of zero on patent royalty receipts. There is 
no requirement that the Maltese company holding the patent have a substantive 
connection to Malta, or that any research for the patent needs to be performed in Malta. 
This implicates criterion 3 of the 2011 MTC tax haven criteria. 

Marshall Islands 
The Marshall Islands is located in the Pacific Ocean, with a population of approximately 
71,000 people. English and Marshallese are the official languages. Agriculture is the 
main industry of the Marshall Islands.148 

BEA statistics indicate that U.S. corporations reported $414 million in losses in the 
Marshall Islands during 2012.149 The Marshall Islands has a business gross revenue tax 
of 3 percent, per Section 109 of the Marshall Islands Income Tax Act.150 

Section 12 of the Marshall Islands Business Corporations Act provides that a non-
resident domestic corporation is exempt from tax and fees aside from incorporation and 
annual registration fees. Section 2(c) of the act defines a domestic corporation as a 
corporation formed in the Marshall Islands. A non-resident corporation, according to 
Section 2(i) of the act, is a corporation not doing business in the Marshall Islands. 
Furthermore, Section 2(o) of the act allows for a wide spectrum of activities to be 
performed in the Marshall Islands, including maintaining a bank account and office, 
before the corporation is considered to be doing business in the Marshall Islands.151 

A Global Forum report indicated that the Marshall Islands lacked sufficient corporate 
accounting regulations and sufficient records of corporate ownership to comply with 
transparency requirements.152 

In summary, the Marshall Islands exempts corporations not doing business in the 
Marshall Islands from Marshall Islands tax. Also, corporations not resident in the 
Marshall Islands enjoy the exemption from Marshall Islands tax if they do not take part 
in the Marshall Islands economy. This implicates criteria 3 and 4 of the 2011 MTC tax 
haven criteria. Also, the Marshall Islands’ tax transparency provisions are insufficient, 
implicating criterion 2. 

Mauritius 
Mauritius is an island nation located in the Indian Ocean near Madagascar, with a 
population of approximately 1.3 million people. English, French and a creole language 
mostly based on French, are spoken. Mauritius’ economy is based on tourism, textiles, 
sugar, and financial services.153 

BEA statistics show that U.S. corporations reported $1.654 billion in profits in Mauritius 
during 2012.154 Corporate income is taxed at a rate of 15 percent.155 

In Part 1, Section 19 of the Second Schedule of the Mauritius Income Tax Act indicates 
that corporations holding a Category 2 Global Business License are exempt from 
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Mauritius tax. Also, Section 76 of the same act indicates that corporations holding this 
license are not resident on Mauritius for tax purposes.156  

Section 71(1) of the Mauritian Financial Services Act provides that a Mauritian resident 
corporation may apply for a global business license to conduct business outside 
Mauritius. This implies that a Category 2 Mauritius Global Business Licensee may not 
participate in the Mauritian domestic market because Section 71(6) indicates that only 
firms holding Category 1 Global Business Licenses may participate in the Mauritian 
domestic market.157 

Section 71(3) of the Mauritian Financial Services Act provides that a Mauritian resident 
corporation cannot apply for a Category 2 Global Business License, unless the 
corporation is a private company and carries out activities other than those listed in the 
Fourth Schedule of the Financial Services Act. 158 

Section 71(7) states that resident corporations include corporations that are incorporated 
or registered in Mauritius.159 A private company, according to Section 2 of the Mauritian 
Companies Act, is a company incorporated or registered in Mauritius that has 
characteristics described in Part 21 of the Mauritian Companies Act.160 Section 270 of the 
Mauritian Companies Act describes those characteristics. Most prominently, a 
Mauritian private company may have no more than 25 shareholders. 161 

The Fourth Schedule of the Mauritian Financial Services Act covers the following 
activities: banking, holding companies, financial services, providing registered office 
services to corporations, and trusteeship operations. 162 

However, there is no indication that similar restrictions that are applicable to resident 
Mauritian corporations seeking a Category 2 Global Business License are also applicable 
to non-resident Mauritian corporations. Also, Section 73(2) of the Mauritius Financial 
Services Act prevents the holder of a Category 2 Global Business License from seeking 
substantial connections with Mauritius.163  

In summary, a corporation incorporated in Mauritius is exempt from tax if it is a non-
resident corporation or meets the qualifications of a private company and conducting 
business outside Mauritius while being excluded from the Mauritian domestic market. 
Also, the holder of a Category 2 Global Business License is prevented from having a 
substantial connection with Mauritius. This implicates criteria 3 and 4 of the 2011 MTC 
tax haven criteria. 

Monaco 

Monaco is a small country on the Mediterranean Coast of France, with a population of 
approximately 31,000 people. French is the official language of Monaco. The main 
industry is financial services.164 

BEA statistics show that U.S. corporations reported losses of $1 million in Monaco 
during 2012.165 

Monaco has a corporate income tax rate of 33.33 percent.166 This tax is imposed on three 
kinds of corporate entities:   
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• Corporate entities that perform more than 25 percent of their business outside 
Monaco.  

• Corporate entities who realize dividend income from non-Monaco entities if 
the Monaco entity owns more than 20 percent of the non-Monaco entity. 

• Corporate entities realizing income from intellectual property rights.167  

However, a foreign corporation can set up an administrative office in Monaco and be 
exempt from Monaco tax, but the administrative office is not incorporated in Monaco.168 
This means that the income from the Monaco administrative office cannot be added 
back to an Oregon income tax return.  

Under the provisions of ORS 317.715(2), corporations must include income from 
jurisdictions on the list if they are incorporated in the jurisdiction in question. In this 
case, no corporation can be incorporated in Monaco and be tax-exempt unless they 
conduct most of their activities in Monaco.  

The department recommends that Monaco be subtracted from the list of jurisdictions in 
ORS 317.715(2)(b). 

Montserrat 
Montserrat is a Caribbean overseas territory of the U.K., with a population of 
approximately 5,000 people. English is the official language of Montserrat. Construction 
and government services are the main industries.169 

There is no information indicating how much U.S. companies profited specifically in 
Montserrat. However, other statistics indicate that U.S. corporations reported $39.639 
billion in profits during 2012 in Caribbean islands belonging to the U.K.170 

The Doing Business in Montserrat Guide states that Montserrat has a corporate income tax 
rate of 30 percent.171 

Montserrat allows the incorporation of international business companies. Section 5 of 
the Montserrat International Business Company Act provides that an international 
business company established under the act may not carry on business in Montserrat. 
Section 111 of the Montserrat International Business Companies Act provides that a 
Montserrat international business company is exempt from tax for a period of at least 25 
years.172 

In summary, companies that are tax exempt are excluded from the domestic market of 
Montserrat, and are prevented from establishing a substantial connection to Montserrat. 
This implicates criteria 3 and 4 of the 2011 MTC tax haven criteria. 

Nauru 
Nauru is an island located in the Southern Pacific Ocean, with a population of 
approximately 9,500 people. English and Nauruan are the primary languages. Nauru’s 
economy is dependent on assistance from Australia.173 
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BEA statistics do not show any profits reported by U.S. corporations in Nauru.174 Nauru 
does not have a corporate income tax.175 

It appears that Nauru’s reputation as a tax haven dates back to the 1990s when a 
Nauruan bank could be set up for $25,000. These banks were not required to keep 
records. Concerns about money laundering grew as a result of the lax banking 
environment.176 All banks on Nauru were shut down in 2006. 177 

In the report Tax Transparency 2013, the Global Forum found that Nauru has insufficient 
exchange of information provisions and tax transparency provisions related to 
accounting regulations and company ownership information.178  

In summary, Nauru has no corporate income tax. Also, Nauru’s provision for exchange 
of information is deficient and the Nauru tax system lacks transparency. This implicates 
criteria 1 and 2 of the 2011 MTC tax haven criteria.  

The Netherlands 

The Netherlands is a kingdom that borders the North Sea, with a population of 
approximately 16,000,000 people. Dutch is the official language. The economy is 
diversified and well-developed.179 

BEA statistics show that U.S. corporations reported $168.279 billion in profits in the 
Netherlands during 2012.180  

The Netherlands has a corporate income tax rate of 20 percent on the first 200,000 euros 
of profits and 25 percent on the balance of profits. All companies incorporated in the 
Netherlands are subject to tax on their worldwide income.181 

Nevertheless, there are a number of tax incentives and structures available to 
companies that incorporate in the Netherlands. For example, profits that are derived 
from self-developed intellectual property such as patents are taxed at an effective rate of 
5 percent. Additionally, dividends arising from group financing and licensing activities 
are exempt from tax if less than half the assets of the group financing/licensing 
subsidiary are passive in nature. Also, dividends from a subsidiary not held as a 
portfolio investment are exempt from tax if the taxpayer owns at least 5 percent of the 
subsidiary.182 

Additionally, it is feasible to use hybrid financing arrangements to lower a Dutch tax 
bill. A recent Dutch Supreme Court decision makes clear that a financial instrument will 
be classified as debt or equity based on Dutch law without regard to how the financial 
instrument may be classified in a different country. One commentator noted this raises 
the possibility for profit shifting into the Netherlands. For example, dividends paid to a 
Dutch company by a non-Dutch company could be deductible interest payments for the 
non-Dutch company.183  

Most notably, Netherlands law allows a company to set up using a post office box. For 
example, 1,942 Dutch companies share PO Box 990, located in a 10-story office building 
in Amsterdam as their Dutch headquarters.184 This leads to the conclusion that a foreign 
firm can take advantage of the Dutch tax system without the need for any kind of a 
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substantial connection to the Netherlands. 

In addition, the profits reported by U.S. corporations in the Netherlands equal nearly 
one-quarter of Dutch GDP.185 Also, wide publicity has been given to the role played by 
the Netherlands in tax avoidance schemes.186 Clearly, these factors indicate that the 
Netherlands has created a tax regime favorable to tax avoidance.  

In summary, the Netherlands allows companies to take advantage of a nominal (0 - 5 
percent) corporate tax rate without a substantive connection to the Netherlands. This 
implicates criterion 3 of the 2011 MTC tax haven criteria. Additionally, the Netherlands 
has created a tax regime favorable to tax avoidance, implicating criterion 5. 

The department recommends that the Netherlands be added to the list of jurisdictions 
in ORS 317.715(2)(b). 

Netherlands Antilles 

The Netherlands Antilles was dissolved on October 10, 2010.187 Curacao and Sint 
Maarten (the Dutch two-fifths of the island of Saint Martin) became autonomous 
territories of the Kingdom of the Netherlands. Bonaire, Saba, and Sint Eustatius now fall 
under the direct administration of the Netherlands.188 

The department recommends that the Netherlands Antilles be subtracted from the list 
of jurisdictions in ORS 317.715(2)(b).  

Niue 

Niue is located in the middle of the South Pacific Ocean, with a population of 
approximately 1,200 people. Niuean and English are the official languages of Niue. 
Niue’s economy is centered on government and subsistence agriculture. 189 

BEA statistics do not show any profits reported by U.S. corporations in Niue.190 Niue 
has a corporate income tax rate of 30 percent.191 

Niue used to have an International Business Company Act that exempted Niue 
corporations from tax, if they didn’t conduct business within Niue.192 Niue repealed 
their International Business Companies Act in 2006, per Section 349 of the Companies 
Act.193 Section 49 of the Niue Income Tax Act exempts some trust income and other 
types of company income.194 Trusts are not incorporated entities, and fall outside the 
scope of ORS 317.715(2)(b).  

Section 49(p) of the act exempts life insurance company income, if the insurance 
company income comes from life insurance premiums. Section 72(1) of the act provides 
that overseas insurance companies are taxable on their Niue source income, except for 
life insurance premiums.195 Section 49(d) states that Niue does not tax dividends from 
companies subject to income tax.  

A 2014 Global Forum table of determinations notes that Niue does not require Niue 
corporations to keep accounting records unless the Niue corporation has Niue source 
income or does business in Niue.196  



150-800-558 (Rev. 12-14) 35

In summary, life insurance income is exempt from Niue taxation. In addition, Niue does 
not have effective tax transparency provisions. This implicates criterion 2 of the 2011 
MTC tax haven criteria. 

St. Kitts and Nevis 
St. Kitts and Nevis is an island nation in the Caribbean, with a population of 
approximately 52,000 people. English is the main language of St. Kitts and Nevis. The 
main industries include agriculture, light manufacturing, and tourism. St. Kitts and 
Nevis was formerly known as St. Christopher and Nevis.197 

No statistics relating to U.S. corporations’ profit in St. Kitts and Nevis was released for 
2012, to avoid disclosing information related to particular companies.198 St. Kitts and 
Nevis has a corporate tax rate of 33 percent.199 

Section 206 of the St. Kitts and Nevis Companies Act gives tax exempt status to a St. 
Kitts and Nevis company that conducts no business with residents of St. Kitts and 
Nevis.200 

In summary, companies are exempt from tax and not allowed to compete in the St. Kitts 
and Nevis domestic market. This implicates criterion 4 of the 2011 MTC tax haven 
criteria.  

St. Lucia 
St. Lucia is an island in the Caribbean between Puerto Rico and South America, with a 
population of approximately 163,000 people. English is the official language. Offshore 
banking and tourism are important industries.201 

BEA statistics show that U.S. corporations reported $56 million in profits in St. Lucia 
during 2012.202 St. Lucia has a corporate income tax rate of 30 percent.203 

St. Lucia has passed an International Business Company Act. Section 12 of this act 
prevents an international business company established under the act from conducting 
business with residents of St. Lucia. Section 109 of the act exempts international 
business companies from tax. Section 109 also indicates that a St. Lucian international 
business company may elect to pay a 1 percent income tax.204 

In summary, St. Lucia imposes no or nominal taxes on international business 
companies. St. Lucia also prevents international business companies from taking part in 
the domestic market of St. Lucia. This implicates criterion 4 of the 2011 MTC tax haven 
criteria. 

St. Vincent and the Grenadines 
St. Vincent and the Grenadines is a chain of islands located in the Caribbean Sea near 
South America, with a population of approximately 103,000 people. English and a 
French patois are spoken here. Farming and tourism are the main industries.205  
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U.S. corporations reported $1 million in losses in St. Vincent and the Grenadines during 
2012.206 Corporate tax rates range from 15 percent to 32.5 percent.207 

The St. Vincent and the Grenadines’ International Business Company Act exempts an 
international business company from tax if the international business company does no 
business with residents of St. Vincent and the Grenadines. Section 180(2) of the act 
provides an option of paying a 1 percent tax, in lieu of the tax exemption.208 

In summary, nominal taxation is imposed on an international business company and 
the international business company is not allowed to participate in the St. Vincent and 
the Grenadines economy. This implicates criterion 4 of the 2011 MTC tax haven criteria. 

Samoa 
Samoa is an island nation in the South Pacific, with a population of approximately 
197,000 people. English and Samoan are languages spoken on Samoa. Samoa’s economy 
is reliant on agriculture, development aid, and foreign remittances.209 

BEA statistics indicate that U.S. corporations reported $1 million in profits in Samoa 
during 2012.210 Samoa has a corporate tax rate of 27 percent.211 

Samoa enacted an International Companies Act. Section 6 of the act expressly forbids 
residents or domestic corporations of Samoa (with the exception of trust companies) 
from holding an interest in a Samoan international company. Section 249(4)(a) of the 
same act provides that a Samoan international company may not carry on business with 
persons ordinarily resident in Samoa. Section 249(2)(a) of the act provides that a 
Samoan international company is exempt from all taxes and stamp duty for non-
Samoan source income.212 

In summary, Samoan international companies are not subject to tax. Samoan companies 
or residents may not own Samoan international companies and these companies may 
not do business in the Samoan domestic market. This implicates criterion 4 of the 2011 
MTC tax haven criteria. 

San Marino 
San Marino is a small country high in the mountains of Central Italy, with a population 
of approximately 33,000 people. Italian is spoken in San Marino. Important industries 
include agriculture, banking and manufacturing.213 

BEA statistics include San Marino, but these statistics do not show whether American 
firms reported any profit or loss in San Marino.214 Currently, San Marino’s corporate 
income tax rate is 17 percent.215 

An International Monetary Fund report indicated that San Marino banks were used by 
Italians for tax avoidance. Eventually, Italy placed San Marino on a “blacklist” due to 
the country’s refusal to turn over banking information to Italian authorities.216 In 
February 2014, Italy removed San Marino from its blacklist.217 A 2014 IMF report states 
that San Marino has lost half its deposits in the last few years due to the actions of the 
Italian government.218 
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One source indicates San Marino’s tax rate for corporations can be as low as zero, due to 
the holdings for intellectual property and providing intra-group services.219 There is no 
evidence a company needs to have a substantial presence within San Marino to take 
advantage of the San Marino tax regime. In fact, it is questionable to what degree a 
company could establish a substantial presence in San Marino given the country’s small 
size.   

In summary, San Marino’s tax rate on intellectual property holding companies and 
intra-group services vary between 0 and 6.5 percent, and there is no evidence of a 
substantial presence needed in San Marino to take advantage of the tax regime. This 
implicates criterion 3 of the 2011 MTC tax haven criteria.  

Seychelles 
Seychelles is an island nation located in the Indian Ocean, far off the east coast of Africa, 
with a population of approximately 92,000 people. English, French, and Seychellois 
creole are the official languages of Seychelles. Main industries in Seychelles include 
farming, fishing, and tourism.220 

BEA statistics indicate that U.S. corporations reported between $500,000 in losses and 
$500,000 in profits in Seychelles during 2012.221 Seychelles taxes corporate income at a 
maximum rate of 33 percent.222 

Section 5 of the Seychelles International Business Companies Act prevents a company 
incorporated under the act from carrying on business in Seychelles. Section 109(1) and 
(2) of the same act provide for exemptions from payment of tax and stamp duty for 
Seychelles international business companies.223 

A Global Forum report indicated that Seychelles failed to enforce its tax transparency 
laws. Namely, Seychelles fails to provide effective regulations or sanctions to ensure 
that company ownership information is available. Also, Seychelles does not monitor 
companies to ensure companies are abiding by accounting regulations. 224 

In summary, international business companies incorporated in Seychelles are exempt 
from tax, while being excluded from the domestic market of Seychelles and prevented 
from establishing a substantive presence in Seychelles. This implicates criteria 3 and 4 of 
the 2011 MTC tax haven criteria. Also, the Seychelles’ tax transparency practices are 
insufficient, implicating criterion 2. 

Switzerland 
Switzerland is a federal system composed of a central government and cantons, with a 
population of approximately 8,000,000 people. Cantons are approximately equivalent to 
a state in the U.S. The official languages spoken in Switzerland include French, German, 
Italian and Romansch. Switzerland’s economy is well developed and diversified.225 

BEA statistics show that U.S. corporations reported $55.374 billion in profits in 
Switzerland during 2012.226  

Currently, Swiss law provides for a corporate tax rate of between 12 percent and 22 
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percent. The Swiss federal corporate tax rate is 8.5 percent. The effective Swiss federal 
corporate tax rate is 7.8 percent because income taxes are deductible when determining 
taxable income. The balance of remaining tax due results from cantonal tax rates that 
vary.227 

Swiss law provides for resident and non-resident companies. A Swiss resident company 
has their registered office or place of management in Switzerland. Swiss resident 
companies are taxed on their worldwide income while Swiss non-resident companies 
are taxed on Swiss source income.228  

According to a KPMG document, it is possible to set up a Swiss holding corporation 
that is exempt from cantonal level taxes. The same document indicates this holding 
company must derive two-thirds of its income from holdings in related companies. 
Additionally, dividends received by a Swiss holding company may qualify for a 
complete tax exemption.229 Therefore, the effective tax rate on a Swiss holding company 
is 7.8 percent or lower and could, conceivably, approach zero. 

The Swiss Corporate Income Tax System by KPMG, indicates that Swiss federal law allows 
for the establishment of a principal company.230 The Swiss Principal Companies 
presentation from KPMG, indicates that a Swiss principal company handles 
administrative functions, such as research or strategy for a particular region. Anywhere 
from 70 to 100 percent of the profits of the principal company are attributable to sales. 
Between 35 and 50 percent of Swiss company sales profits are deemed to be attributable 
to a non-Swiss permanent establishment of the principal company and are exempt from 
Swiss tax.231  

According to Corporate Tax Relief in Switzerland by Ernst and Young, effective tax rates 
for Swiss principal companies run between 5 and 9 percent.232  

The Swiss Corporate Income Tax System by KPMG states that Swiss cantons also allow for 
the establishment of a mixed company.233 Switzerland Taxation and Investment by Deloitte 
and Touche indicates that a mixed company must derive no less than 80 percent of its 
income from non-Swiss sources. However, the Swiss central government does not grant 
a tax break for a mixed company.234 The Swiss Corporate Income Tax System document 
indicates that the effective tax rate for a mixed company run between 8.5 and 12 
percent.235  

Switzerland provides tax incentives for financing activities. In essence, a non-Swiss 
corporate group can set up a Swiss finance branch and allocate equity to the Swiss 
finance branch. In return, the Swiss finance branch uses the equity of the corporate 
group to make interest-bearing loans to the rest of the corporate group. In addition, 
Swiss federal law allows a notional interest deduction to the Swiss finance branch.236 

This arrangement allows for earnings stripping because the corporate group can deduct 
interest paid to the Swiss finance branch. On the other hand, the Swiss finance branch 
pays a tax of 1.5 percent to 3 percent on its income, according to Corporate Tax Relief in 
Switzerland by Ernst and Young.237 

Switzerland also provides for intellectual property tax incentives. Swiss law provides 



150-800-558 (Rev. 12-14) 39

that the profits of a foreign branch of a Swiss corporation are not taxable by Switzerland 
if the foreign branch has sufficient connection with its country. A foreign branch of a 
Swiss company may license intellectual property. Accordingly, the licensing receipts of 
the foreign company are not taxable by Switzerland.238  

In addition, a Global Forum table of determinations indicates that Switzerland lacks the 
sufficient disclosure of ownership provisions and sufficient exchange of information 
provisions with other jurisdictions, as required for compliance with exchange of 
information and tax transparency legal provisions.239  

In summary, various types of foreign source income are effectively exempt from tax in 
Switzerland. Switzerland has a tax system that enables tax avoidance through tax rules 
that enable earnings stripping and by allowing Swiss companies to exempt income from 
foreign branches. This implicates criterion 5 of the 2011 MTC tax haven criteria. Also, 
Switzerland’s exchange of information and tax transparency practices are insufficient, 
implicating criteria 1 and 2. 

The department recommends that Switzerland be added to the list of jurisdictions in 
ORS 317.715(2)(b). 

Trinidad and Tobago 
Trinidad and Tobago is a Caribbean island nation, with a population of approximately 
1,200,000 people. English is the official language of Trinidad and Tobago. Energy is a 
mainstay of the Trinidad and Tobago economy.240 

BEA statistics show that U.S. corporations reported $970 million in profits in Trinidad 
and Tobago during 2011.241 Trinidad and Tobago has a corporate tax rate of 25 
percent.242  

Trinidad and Tobago determines corporate residency with respect to where the 
corporation is managed or controlled. Resident companies are taxed on their worldwide 
income. Non-resident are only taxed on their Trinidad and Tobago source income.243 
Accordingly, a company can be incorporated in Trinidad and Tobago and pay zero tax 
if the income of the company is sourced outside of Trinidad and Tobago.  

There are also issues with Trinidad and Tobago’s exchange of information provisions. 
For example, a presidential order is required for Trinidad and Tobago to share tax 
information with another jurisdiction. Trinidad and Tobago has been determined to be 
non-compliant with internationally accepted exchange of information standards.244  

In summary, Trinidad and Tobago has a tax rate of zero on foreign source income for 
non-resident companies and lacks effective exchange of information provisions. This 
implicates criterion 1 of the MTC criteria.  

The department recommends that Trinidad and Tobago be added to the list of 
jurisdictions in ORS 317.715(2)(b). 
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Turks and Caicos Islands 
The Turks and Caicos Islands is a U.K. overseas territory located in the Caribbean, with 
a population of approximately 49,000 people. English is the official language of the 
Turks and Caicos Islands. The main industries are financial services and tourism.245  

There is no specific information on how much profit U.S. corporations earn in the Turks 
and Caicos Islands. However, other statistics indicate that U.S. corporations reported 
$39.639 billion in profits during 2012 in Caribbean islands belonging to the U.K.246 Doing 
Business in the Turks and Caicos Islands indicates that the Turks and Caicos Islands do not 
tax corporate income.247 

The Turks and Caicos Companies Ordinance provides for the establishment of 
exempted companies. This is unimportant, as the Turks and Caicos Islands have no 
income tax. However, the Turks and Caicos Companies Ordinance provides for the 
establishment of companies that can take advantage of the Turks and Caicos tax system 
without a substantive presence in the islands.248 

Section 189 of the ordinance provides that exempted companies must carry out most of 
their activities outside the Turks and Caicos Islands. Section 202 provides that trade by 
an exempted company is forbidden within the Turks and Caicos Islands, unless the 
trade is minor or ancillary to trade carried on outside the Turks and Caicos Islands.249 

Section 209 of the ordinance provides that an exempt company is exempt from tax for a 
period of 20 years.250 

Also, it has been noted that the Turks and Caicos’ economy is based, in part, on offshore 
financial services.251 It follows that the Turks and Caicos’ untaxed offshore financial 
services industry is significant part of the Turks and Caicos economy. Accordingly, the 
Turks and Caicos Islands has created a tax regime favorable for tax avoidance.  

In summary, there is a zero tax rate for exempt companies for a period of 20 years. An 
exempt company has no need to establish a substantial presence in the Turks and 
Caicos domestic market. In fact, such a presence is prohibited by law.  This implicates 
criteria 3 and 4 of the 2011 MTC tax haven criteria. Additionally, the Turks and Caicos 
Islands possess a significant untaxed offshore financial services sector, implicating 
criterion 5. 

U.S. Virgin Islands 
The U.S. Virgin Islands (USVI) is a U.S. territory located in the vicinity of Puerto Rico, 
with a population of approximately 104,000. English is the main language of the USVI 
and tourism is the main economic activity.252 

No statistics are available on how much profit U.S. corporations reported in the U.S. 
Virgin Islands.253 The U.S. Virgin Islands have a corporate tax rate of 35 percent.254 

USVI operates a system of taxation that “parallels” the U.S. tax system.255  Typically, a 
U.S. citizen with income from the USVI has to fill out two separate tax returns unless 
that person is a bona fide resident of the U.S. Virgin Islands.256  
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USVI operates an exempt company regime. 13 V.I.C. 851(a) provides that an exempt 
company is a corporation organized in the U.S. Virgin Islands. 13 V.I.C. 852(1)257 states 
that a USVI exempt company cannot carry on business within the United States unless 
the corporation is an exempt insurer that is a domestic corporation per I.R.C. 7701(a)(3) 
and (4) or has made an election under I.R.C. 953(d). An exempt insurer is a company 
that meets the definition of “exempt international insurer” in 22 V.I.C. 1401(l).258 

22 V.I.C. 1401(L) defines an exempt international insurer as any international insurance 
company that makes an election under 22 V.I.C. 1415. An international insurance 
company, per 22 V.I.C.1401(t), is a company that insures risks outside the U.S. Virgin 
Islands. 22 V.I.C. 1415(a) provides for an election by an international insurance 
company to be treated as an Exempt Company. Licensure of an exempt international 
insurer on St. Croix results in a total reduction of tax liability whereas the licensure on 
St. Thomas results in an 80 percent reduction of tax liability.259 

Therefore, it is possible for a U.S. corporation to form an exempt corporation under 
USVI law if the insurer only insures risks outside the U.S. Virgin Islands. Furthermore, 
the U.S. corporation form in the USVI is not included in the U.S. consolidated group.260 

These laws may result in tax avoidance due to the existence of captive insurance 
companies. A captive insurance company is an insurance company that is owned by a 
corporate group and only insures that corporate group. It follows that the use of a 
captive insurance company could lead to tax avoidance if the premiums paid to the 
captive insurance by the corporate group are overpriced.261 

In summary, captive insurers are exempt from taxation, and are not allowed to compete 
in the U.S. Virgin Islands insurance market. This implicates criterion 4 of the 2011 MTC 
tax haven criteria. 

Vanuatu 
Vanuatu is a nation located in the Pacific Ocean, with a population of approximately 
267,000 people. Bislama, French and English are the official languages. Agriculture, 
cattle, financial services, fishing, and tourism are prominent industries in Vanuatu.262 

U.S. corporations reported $6 million in profits in Vanuatu during 2012.263 Vanuatu does 
not have a corporate income tax.264 

Section 10 of the Vanuatu International Companies Act prevents an international 
company from carrying on business within Vanuatu. However, Section 118 provides 
that the Vanuatu international company is exempt from all Vanuatu fees, stamp duties, 
and taxes.265 

A Global Forum report indicated that Vanutu lacked the following exchange of 
information and tax transparency provisions:  

• Sufficient corporate accounting regulations. 
• Sufficient mechanism to require disclosure of information by taxpayers. 
• Sufficient exchange of information provisions.  
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• Sufficient exchange of information network with all relevant partners.266  

In summary, foreign income is not taxed, the corporation enjoying the lack of taxation 
on foreign sourced income is prevented from competing in the Vanuatu domestic 
market, and the corporation does not need a substantial connection to Vanuatu. This 
implicates criterion 3 of the 2011 MTC tax haven criteria. Also, Vanuatu’s exchange of 
information and tax transparency provisions are insufficient, implicating criteria 1 and 
2. 

Jurisdictions created by the dissolution of the Netherlands Antilles 

The Netherlands Antilles was dissolved on October 10, 2010.267 Curacao and Sint 
Maarten (the Dutch two-fifths of the island of Saint Martin) became autonomous 
territories of the Kingdom of the Netherlands. Bonaire, Saba, and Sint Eustatius now fall 
under the direct administration of the Netherlands.268 

Bonaire, Curacao, Saba, Sint Eustatius and Sint Maarten have populations of 
approximately 17,000269, 147,000270, 2,000, 4,000271 and 40,000272 respectively.  

The official language in Bonaire is Dutch.273 The main industry in Bonaire is tourism.274 

The languages spoke in Curacao include Dutch, English and Papiamentu. Main 
industries in Curacao include financial services and tourism.275 

The official language in Saba is Dutch.276 Tourism is the main industry of Saba.277 

The official language in Sint Eustatius is Dutch.278 Tourism is the main industry of Sint 
Eustatius.279 

The official languages in Sint Maarten are Dutch and English. Tourism is the main 
industry of Sint Maarten.280 

BEA statistics for 2012 indicate that U.S. corporations reported $8.963 billion in profits 
in Curacao. The 2012 statistics for Sint Maarten and the municipalities mentioned above 
were suppressed to avoid disclosing the data of individual companies.281 

Curacao and Sint Maarten tax corporate income at a 27.5 percent282 rate and 30 percent283 
rate respectively. Both nations allow for the establishment of an exempted company. 
Both nations allow a complete tax exemption to companies that limit their activities to 
financial investments and licensing of intellectual property.284 

Both Curacao and Sint Maarten exempt companies from taxation while preventing the 
exempt companies from competing in the domestic markets of Curacao and Sint 
Maarten. This implicates criterion 4 of the 2011 MTC tax haven criteria. 

The remaining islands, Bonaire, Sint Eustatius and Saba (BES), now have their tax 
system determined by the Netherlands.  Companies established in these islands are 
subject to Dutch corporate tax or the property and distribution tax of the islands. A 
distribution tax applies to proceeds from shares and is imposed at a 5 percent rate.285 An 
entity that performs group financing or licensing activities must employee at least three 
BES islanders and have an office in one of the three islands to be taxed at the 
distribution tax rate.286 
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The BES islands should be considered separately from the Netherlands because they 
have a separate tax system from the remainder of the Netherlands. A 5 percent tax rate 
is a nominal tax rate because it is substantially below the U.S. corporate tax rate. Also, a 
substantial presence in the BES islands is not required to take advantage of this tax rate. 
This implicates criterion 3 of the 2011 MTC tax haven criteria. 

The department recommends that Bonaire, Curacao, Saba, Sint Eustatius and Sint 
Maarten be added to the list of jurisdictions in ORS 317.715(2)(b). 
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285	  “Bonaire.	  Sint	  Eustatius	  and	  Saba:	  Worldwide	  Corporate	  Tax	  Guide	  2013.	  Ernst	  and	  Young.	  2013.	  Pg.	  155-‐157.	  
PDF	  file.	  
286	  “Bonaire.	  Sint	  Eustatius	  and	  Saba:	  Worldwide	  Corporate	  Tax	  Guide	  2013.	  Ernst	  and	  Young.	  2013.	  Pg.	  155-‐157.	  
PDF	  file.	  
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Appendix 2 
Liechtenstein and Luxembourg letters of concern

Liechtenstein 
Liechtenstein is a small country located between Switzerland and Austria, with a 
population of approximately 37,000 people. German is the official language of 
Liechtenstein. Finance is one of the major industries.1 

Bureau of Economic Analysis statistics do not indicate the 2012 net income of 
U.S. corporations in Liechtenstein, to avoid disclosing the identity of individual 
corporations.2 Liechtenstein taxes corporate income at a 12.5 percent rate.3 

However, there are two key provisions of Liechtenstein tax law that reduce the 
effective rate paid by Liechtenstein corporations. 

First, Intellectual Property Box Regimes: Effective Tax Rates and Tax Policy 
Considerations indicates that 80 percent of the net income attributable to patents, 
designs, models, utility models, trademarks, and copyrights (intellectual 
property) is excluded from Liechtenstein corporate income tax. It also indicates 
that this intellectual property tax exemption applies to acquired or developed 
intellectual property. Also, past research and development costs must be 
recaptured and added to intellectual property income.4 

Second, Liechtenstein corporations are allowed to deduct 4 percent of their 
weighted equity value against their income. This is referred to as a “notional 
interest deduction.”5 Typically, corporations are allowed to deduct interest they 
pay on their debts while they are not allowed to deduct dividends paid. The 
economic justification for a notional interest deduction is to remove the tax 
preference that favors debt over equity.6 It is possible that a Liechtenstein 
corporation holding intellectual property pays a zero effective tax rate, even if 
their weighted equity value equals their net income.  

In summary, there is no evidence that a company needs to have a substantive 
connection to Liechtenstein to take advantage of the Liechtenstein tax system. 
This implicates criterion 3 of the 2011 MTC tax haven criteria.	  

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
i	  United	  States.	  Central	  Intelligence	  Agency.	  “Liechtenstein.”	  The	  World	  Factbook	  2013-‐2014.	  cia.gov.	  
n.d.	  Web.	  26	  Nov	  2014.	  
2	  United	  States;	  Dept.	  of	  Commerce;	  Bureau	  of	  Economic	  Analysis;	  International	  Data	  Direct	  
Investment	  and	  MNE;	  Financial	  and	  Operating	  Data,	  U.S.	  Direct	  Investment	  Abroad,	  All	  Majority-‐
owned	  Foreign	  Affiliates	  (data	  for	  2009	  and	  forward),	  Net	  Income	  by	  Country	  Only	  (All	  Countries)	  
(Millions	  of	  Dollars);	  U.S.	  Dept.	  of	  Commerce,	  1	  Dec.	  2014;	  Web.	  1	  Dec	  2014.	  
3	  Deloitte	  Touche	  Tohmatsu	  Limited.	  International	  tax:	  Liechtenstein	  Highlights	  2014.	  2014.	  PDF	  file.	  	  	  
4	  Evers	  Lisa,	  Miller	  Helen	  and	  Spengel,	  Christoph.	  Intellectual	  Property	  Box	  Regimes:	  Effective	  Tax	  
Rates	  and	  Tax	  Policy	  Considerations,	  Discussion	  Paper	  No.	  13-‐070.	  Nov	  2013.	  Centre	  for	  European	  
Economic	  Research.	  Pg.	  8-‐10.	  PDF	  file.	  
5	  Deloitte	  Touche	  Tohmatsu	  Limited.	  International	  tax:	  Liechtenstein	  Highlights	  2014.	  2014.	  PDF	  file.	  
6	  “Notional	  Interest	  Deduction.”	  kpmg.com.	  Dirk	  Van	  Stappen.	  n.d.	  Web.	  1	  Dec	  2014.	  
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Response to Liechtenstein
On September 24, 2014, Matthew Keller, of the Liechtenstein embassy in Washington, D.C., 
sent an email to the department expressing concern about the inclusion of Liechtenstein in 
ORS 317.715(2)(b).

Mr. Keller raised the following concerns:

• Oregon uses dated and obsolete data about tax havens.

• Oregon’s tax haven law undermines Liechtenstein-U.S. relations.

• Oregon’s tax haven law may discourage investment in Oregon.

As noted in the tax haven report, the department uses 2011 MTC tax haven criteria to evaluate 
jurisdictions. We applied these criteria to current information about Liechtenstein, and arrived 
at the conclusion that Liechtenstein should still be listed in ORS 317.715(2)(b). Our recommen-
dation to include Liechtenstein is not discriminatory because our recommendation is based on 
definitive criteria, not opinions.

Mr. Keller points out the cooperation between the U.S. and Liechtenstein in the fight against fi-
nancial crimes, and suggests including Liechtenstein will prejudice this cooperation by casting 
aspersions on Liechtenstein’s will to “crack down on tax evaders.” 

Actually, we found that Liechtenstein is a tax haven because Liechtenstein imposes nominal 
taxation on foreign income without the need for a substantial connection to Liechtenstein, 
which makes the country a favorable environment for tax avoidance. Liechtenstein’s efforts to 
combat tax evasion, laudable as they are, don’t change our conclusion that Liechtenstein pro-
vides a favorable environment for tax avoidance.

Mr. Keller also said that the inclusion of Liechtenstein in ORS 317.715(2)(b) may impede invest-
ment in Oregon. At this time, there is no data regarding this claim for us to evaluate. 

Despite Mr. Keller’s objections, the department recommends Liechtenstein’s continued inclu-
sion in ORS 317.715(2)(b).



150-800-558 (Rev. 12-14) 65

Luxembourg 
Luxembourg is a nation located between Belgium and Germany, with a 
population of approximately 521,000 people. French, German, and 
Luxembourgish are the official languages. Financial services are the largest part 
of Luxembourg’s economy.i 

U.S. corporations reported $95.036 billion in profits in Luxembourg during 2012.ii 
Luxembourg has a headline corporate tax rate of 28 percent.iii 

Recent media coverage has focused on Luxembourg’s role in various tax 
avoidance schemes.iv The 2000 OECD report indicated that Luxembourg 
operated a preferential tax regime due to the Luxembourg 1929 Holding 
Company legislation,v which has since been repealed.vi  

Luxembourg- A Hub for Intellectual Property indicates that Luxembourg exempts 80 
percent of net income or capital gains attributed to the use or right to use patents, 
trademarks, or copyrights (intellectual property) acquired from a third party. 
Eighty percent of the income from self-developed intellectual property is 
excluded from Luxembourg income tax. The research and development for the 
intellectual property can occur outside Luxembourg. Income from intellectual 
property may be excluded from tax only if the intellectual property was acquired 
or developed after 2007.vii  

In addition, Luxembourg differentiates between resident and non-resident 
companies. A resident company has their registered office or central 
administration in Luxembourg, whereas a non-resident company has their 
registered office or central administration outside Luxembourg. Luxembourg 
resident companies are taxed on their worldwide income while Luxembourg 
non-resident companies are taxed on their Luxembourg source income.viii 

A Global Forum report indicated that Luxembourg failed to enforce its exchange 
of information and tax transparency laws. Namely, Luxembourg does not use its 
legal powers to obtain taxpayer information, or enable effective exchange of 
information with other jurisdictions. Also, Luxembourg does not have sufficient 
laws to provide for transparency of company ownership information.ix  

Also, the profits reported by U.S. corporations in Luxembourg are greater than 
the entire GDP of Luxembourg.x In addition, most banks in Luxembourg are 
foreign-owned and financial sector accounts for 36% of GDP. The offshore 
financial center in Luxembourg is subject to no or nominal tax and constitutes a 
large part of the Luxembourg economy. Accordingly, Luxembourg has created a 
tax regime favorable for tax avoidance. 
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In summary, Luxembourg taxes large categories of corporate income at a 
nominal rate due to its tax treatment of intellectual property, and the exclusion of 
the foreign source income of a non-resident Luxembourg company from 
Luxembourg tax. A Luxembourg company can seek this advantageous tax 
treatment without a substantial connection to Luxembourg. This implicates 
criterion 3 of the 2011 MTC tax haven criteria. Also, Luxembourg’s exchange of 
information and tax transparency laws and practices are insufficient, 
implementing criteria 1 and 2. Finally, Luxembourg has created a tax regime 
favorable for tax avoidance, implicating criterion 5. 

	  

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
i	  United	  States.	  Central	  Intelligence	  Agency.	  “Luxembourg.”	  The	  World	  Factbook	  2013-‐2014.	  cia.gov.	  
n.d.	  Web.	  26	  Nov	  2014.	  
ii	  United	  States;	  Dept.	  of	  Commerce;	  Bureau	  of	  Economic	  Analysis;	  International	  Data	  Direct	  
Investment	  and	  MNE;	  Financial	  and	  Operating	  Data,	  U.S.	  Direct	  Investment	  Abroad,	  All	  Majority-‐
owned	  Foreign	  Affiliates	  (data	  for	  2009	  and	  forward),	  Net	  Income	  by	  Country	  Only	  (All	  Countries)	  
(Millions	  of	  Dollars);	  U.S.	  Dept.	  of	  Commerce,	  1	  Dec.	  2014;	  Web.	  1	  Dec	  2014.	  
iii	  Deloitte	  Touche	  Tohmatsu	  Limited.	  International	  tax:	  Luxembourg	  Highlights	  2014.	  2014.	  PDF	  file.	  	  	  
iv	  Houlder,	  Vanessa	  “Global	  Economy:	  Global	  report	  piles	  pressure	  on	  tax	  haven	  Luxembourg.”	  
Financial	  Times,	  22	  Nov	  2014.	  Web.	  1	  Dec	  2014.	  
v	  Organization	  for	  Economic	  Cooperation	  and	  Development.	  Report	  to	  the	  2000	  Ministerial	  Council	  
Meeting	  and	  Recommendations	  by	  the	  Committee	  on	  Fiscal	  Affairs:	  Progress	  in	  Identifying	  and	  
Eliminating	  Harmful	  Tax	  Practices	  2000.	  PDF	  file.	  
vi	  “Luxembourg:	  The	  demise	  of	  1929	  Holding	  Companies”	  International	  Tax	  Review.	  1	  Jun	  2007.	  Web.	  
1	  Dec	  2014.	  
vii	  KPMG.	  Luxembourg.	  A	  Hub	  for	  Intellectual	  Property	  2014.	  Pg.	  5.	  PDF	  file.	  	  	  
viii	  Deloitte	  Touche	  Tohmatsu	  Limited	  2014.	  International	  tax:	  Luxembourg	  Highlights	  2014.	  2014.	  
PDF	  file.	  
ix	  Global	  Forum	  on	  Transparency	  and	  Exchange	  of	  Information	  for	  Tax	  Purposes.	  Peer	  Review	  Report	  
Phase	  2	  Implentation	  of	  the	  Standard	  in	  practice:	  Luxembourg.	  2013.	  Pg.	  119-‐124.	  PDF	  file.	  
x	  United	  States.	  Central	  Intelligence	  Agency.	  “Luxembourg.”	  The	  World	  Factbook	  2013-‐2014.	  cia.gov.	  
n.d.	  Web.	  26	  Nov	  2014.	  
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Response to Luxembourg
On September 9, 2014, Luxembourg’s ambassador to the United States, Jean-Louis Wolzfeld, 
wrote a letter to the department expressing concern about the inclusion of Luxembourg on the 
list of jurisdictions ORS 317.715(2)(b). 

Ambassador Wolzfeld raised the following concerns: 

• Oregon used outdated sources and mischaracterized evidence to place Luxembourg on 
the ORS 317.715(2)(b) list. 

• Luxembourg does not meet the OECD definition of a tax haven. 

• The inclusion of Luxembourg in the ORS 317.715(2)(b) list may harm foreign investment 
in Oregon. 

As noted in the tax haven report, the department uses 2011 Multistate Tax Commission tax 
haven criteria to evaluate jurisdictions. We applied these criteria to current information about 
Luxembourg, and arrived at the conclusion that Luxembourg should still be a listed in ORS 
317.715(2)(b). Also, we did not rely, in any way, on the Montana tax haven report that is dis-
cussed in detail in the attachment to Ambassador Wolzfeld’s letter.

Ambassador Wolzfeld indicates that Luxembourg does not meet the OECD definition of a tax 
haven because Luxembourg has a corporate tax rate of 28.8 percent and requires economic 
activity from corporations incorporated in Luxembourg. However, there are three issues with 
Ambassador Wolzfeld’s assertions.

First, the OECD does not produce tax haven criteria any longer. Therefore, the application of 
OECD criteria to Luxembourg is no longer relevant to determining if Luxembourg is a tax 
haven.

Second, BEA statistics indicate that U.S. corporations in Luxembourg paid an effective tax rate 
of 1.1 percent. With this in mind, Ambassador Wolzfeld’s letter does not draw the distinction 
between a statutory rate of tax (28.8 percent) and effective tax rate actually paid (1.1 percent). 
Clearly, a tax rate of 1.1 percent is a nominal tax rate. 

Third, Ambassador Wolzfeld claims that U.S. corporations in Luxembourg need to have an 
economic presence in Luxembourg. No support is given by Ambassador Wolzfeld for this 
claim. BEA statistics indicate that U.S. corporations claimed they earned approximately $95 
billion in profits in Luxembourg. This clearly indicates that a corporation need not have eco-
nomic presence in Luxembourg, given that Luxembourg’s entire gross domestic product is $56 
billion.

Finally, Ambassador Wolzfeld does not provide any support for his claim that Luxembourg’s 
inclusion on the ORS 317.715(2)(b) list may harm foreign investment in Oregon.

Despite Ambassador Wolzfeld’s objections the department recommends Luxembourg’s contin-
ued inclusion in ORS 317.715(2)(b).


