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About the Global Forum

The Global Forum on Transparency and Exchange of Information for Tax Purposes is the multilateral framework within which work in the area of tax transparency and exchange of information is carried out by over 90 jurisdictions which participate in the Global Forum on an equal footing.

The Global Forum is charged with in-depth monitoring and peer review of the implementation of the international standards of transparency and exchange of information for tax purposes. These standards are primarily reflected in the 2002 OECD Model Agreement on Exchange of Information on Tax Matters and its commentary, and in Article 26 of the OECD Model Tax Convention on Income and on Capital and its commentary as updated in 2004, which has been incorporated in the UN Model Tax Convention.

The standards provide for international exchange on request of foreseeably relevant information for the administration or enforcement of the domestic tax laws of a requesting party. Fishing expeditions are not authorised but all foreseeably relevant information must be provided, including bank information and information held by fiduciaries, regardless of the existence of a domestic tax interest or the application of a dual criminality standard.

All members of the Global Forum, as well as jurisdictions identified by the Global Forum as relevant to its work, are being reviewed. This process is undertaken in two phases. Phase 1 reviews assess the quality of jurisdictions’ legal and regulatory framework for the exchange of information, while Phase 2 reviews look at the practical implementation of that framework. Some Global Forum members are undergoing combined – Phase 1 plus Phase 2 – reviews. The ultimate goal is to help jurisdictions to effectively implement the international standards of transparency and exchange of information for tax purposes.

All review reports are published once approved by the Global Forum and they thus represent agreed Global Forum reports.

For more information on the work of the Global Forum on Transparency and Exchange of Information for Tax Purposes, and for copies of the published review reports, please refer to www.oecd.org/tax/transparency.




Executive Summary


	This report summarises the legal and regulatory framework for transparency and exchange of information in Denmark as well as practical implementation of that framework. The international standard, which is set out in the Global Forum’s Terms of Reference to Monitor and Review Progress Towards Transparency and Exchange of Information, is concerned with the availability of relevant information within a jurisdiction, the competent authority’s ability to gain timely access to that information, and in turn, whether that information can be effectively exchanged with its exchange of information partners.

	Denmark has a long history of developing the capacity and international linkages needed to engage in effective exchange of information for tax purposes. It has an extensive network of bilateral agreements that provide for exchange of information in tax matters, currently comprising 23 tax information exchange agreements (TIEAs) and 70 double tax conventions (DTCs). Negotiation of agreements by Denmark is underpinned by a strong co-operation mechanism involving Denmark, the Faroe Islands, Finland, Greenland, Iceland, Norway and Sweden. Denmark is also able to exchange information with other EU member states1 under the EU Council Directive 77/799/EEC of 19 December 19772 concerning mutual assistance by the competent authorities of the Member States in the field of direct taxation and taxation of insurance premiums and under the Council of Europe and OECD Convention on Mutual Administrative Assistance in Tax Matters.

	The 1989 Nordic Mutual Assistance Convention on Mutual Administrative Assistance in Tax Matters, which is currently in force with respect to Denmark, the Faroe Islands, Finland, Greenland, Iceland, Norway and Sweden, contains detailed provisions on the exchange of information for tax purposes including: automatic and spontaneous exchange; simultaneous examinations; service of documents; and presence and participation of representatives from requesting jurisdictions at examinations.

	Denmark’s competent authority, located in the Ministry of Taxation (Skatteministeriet), is sufficiently resourced with highly skilled staff. Due to the extensive information holdings of the Ministry, including its access to Denmark’s many registers, nearly half the responses to international requests for information in tax matters are provided by the competent authority without need to exercise information gathering powers. Responses to exchange of information requests are provided to requesting authorities in a timely manner and processes are currently being developed which will ensure that periodic updates are provided by the Danish competent authority to parties which have requested information from Denmark.

	Denmark’s institutional framework supports effective access to and provision of information requested by competent authorities of other countries. Over the last three years there have been no cases where Denmark has not provided information requested by EoI partners due to difficulties in obtaining requested information. Denmark’s tax authorities have broad powers to obtain bank, ownership, identity, and accounting information and have measures to compel the production of such information. There are no statutory bank secrecy provisions in place that would restrict effective exchange of information. Application of rights and safeguards (e.g. notification, appeal rights) in Denmark do not restrict the scope of information that the tax authorities can obtain.

	The main business structures used in Denmark are companies, partnerships and foundations (commercial and non-commercial). Public limited companies in Denmark can issue bearer shares up to the whole capital of the company and only limited mechanisms are in place to identify persons holding bearer shares below a threshold of 5% of the capital or the voting rights. Holding companies, which are a feature of the Danish corporate sector, are subject to all of the same requirements in terms of registration, submission of tax returns and keeping share registers which apply to other Danish companies. While trusts are not recognised under Danish law, foreign trusts maybe administered in or have a trustee in Denmark.

	A good legal and regulatory framework for the maintenance of ownership and identity information is in place in Denmark. This relies on a mixture of requirements on the legal entities themselves and to maintain certain records and on financial institutions and professions to conduct customer due diligence, along with requirements to submit certain information to government authorities. Similarly, a good framework exists requiring adequate accounting records be kept, including underlying documentation, for a minimum of five years. Comprehensive ownership information may not however be maintained by companies with limited liability, associations with limited liability or co-operatives with limited liability. Financial institutions are required to maintain records of individual transactions and, under anti-money laundering legislation, customer identification records are maintained for 5 years.

	Overall, Denmark has an excellent system for the exchange of information in tax matters. Its laws are clear and ensure that the appropriate information is available and accessible to the Ministry of Taxation for international information exchange matters. This information can be exchanged with over 100 other countries. Denmark’s competent authority is clearly dedicated to performing this role well, to support Denmark’s national tax system, to progress international tax matters and to fulfil its international obligations.





Introduction


Information and methodology used for the peer review of Denmark

9. The assessment of the legal and regulatory framework of Denmark and the practical implementation and effectiveness of this framework was based on the international standards for transparency and exchange of information as described in the Global Forum’s Terms of Reference, and was prepared using the Methodology for Peer Reviews and Non-Member Reviews. The assessment was based on the laws, regulations, and exchange of information mechanisms in force or effect as at early September 2010, other information, explanations and materials supplied by Denmark during the on-site visit that took place on 15-17 June 2010, and information supplied by partner jurisdictions. During the on-site visit, the assessment team met with officials and representatives of relevant Danish public agencies, including the Ministry of Taxation, the Commerce and Companies Agency, the Financial Supervisory Authority and the Civil Affairs Agency (see Annex 4).

10. The Terms of Reference breaks down the standards of transparency and exchange of information into 10 essential elements and 31 enumerated aspects under three broad categories: (A) availability of information; (B) access to information; and (C) exchange of information. This combined review assesses Denmark’s legal and regulatory framework and the implementation and effectiveness of this framework against these elements and each of the enumerated aspects. In respect of each essential element a determination is made regarding Denmark’s legal and regulatory framework that either: (i) the element is in place; (ii) the element is in place but certain aspects of the legal implementation of the element need improvement; or (iii) the element is not in place. These determinations are accompanied by recommendations for improvement where relevant. In addition, to reflect the Phase 2 component, recommendations are also made concerning Denmark’s practical application of each of the essential elements. As outlined in the Note on Assessment Criteria, following a jurisdiction’s Phase 2 review, a “rating” will be applied to each of the essential elements to reflect the overall position of a jurisdiction. However this rating will only be published “at such time as a representative subset of Phase 2 reviews is completed”. This report therefore includes recommendations in respect of Denmark’s legal and regulatory framework and the actual implementation of the essential elements, as well as a determination on the legal and regulatory framework, but it does not include a rating of the elements.

11. The assessment was conducted by a team which comprised two assessors and a representative of the Global Forum Secretariat: Ms Aiko Kimura, National Tax Agency, Japan; Mr Aldo Farrugia, Inland Revenue Department, Malta; and Ms Rachelle Boyle of the Global Forum Secretariat. The assessment team examined the legal and regulatory framework for transparency and exchange of information and relevant exchange-of-information mechanisms in Denmark.




Overview of Denmark

12. The Kingdom of Denmark is a Scandinavian nation in Northern Europe which is home to just over 5.5 million inhabitants.3 While the Kingdom consists of three autonomous parts: Denmark, the Faroe Islands and Greenland, as the Faroe Islands and Greenland are completely independent with respect to international tax matters (see further below), this review focusses solely on Denmark.

13. While Danish is the country’s only official language, both English and German are widely spoken. Denmark is separated from Norway and Sweden to the north by the North Sea and the Baltic Sea and bordered to the south by Germany. Denmark is divided into five regions and 98 municipalities. The regions were established in 2007, replacing the former county system (comprised of 13 counties), as part of a program of Danish Municipal Reform. Also as part of this reform, 207 municipalities were combined into today’s 98. Unlike in the former county system, the regions are not allowed to levy taxes.

14. Danish Gross Domestic Product (GDP) was slightly over USD 309 billion in 2009.4 The services sector makes up 64.7% of GDP while the industrial sector represents 30.7%. Denmark has considerable oil and natural gas resources coming from the North Sea and is a major exporter of crude oil. Important industries include iron, steel, metals, chemical, textiles and clothing. Denmark advocates free trade and neoliberal economic policies. The currency of Denmark is the Danish Kroner (DKK) which is pegged to the Euro (DKK 7.4514792071 = EUR 1 as at 6 August 20105).

15. As a country, Denmark is characterised by its strong welfare-oriented profile. It maintains an egalitarian ethos and has one of the lowest levels of social inequality (Gini coefficient 22.5)6, with tax-paid education, universal welfare insurance programs and comparatively large social benefits. Surveys have ranked Denmark “the happiest place in the world”, based on standards of health, welfare, and education.7 In 2009, Denmark was the second least corrupt country in the world according to the Corruption Perceptions Index.8




General information on the legal system and the taxation system

16. The Kingdom of Denmark is a constitutional monarchy. According to the Constitution, the monarch is sacrosanct and appoints and dismisses the Prime Minister and other Ministers. The monarch technically holds executive power, but his/her role is strictly ceremonial.

17. The head of the government is the Prime Minister who appoints the cabinet, including a Minister for Taxation. The legislative branch in Denmark consists of a 179-seat unicameral Parliament called the Folketing whose members are directly elected by popular vote to serve four year terms. Of the 179 seats, two members are from Greenland and two are from the Faroe Islands (both of which have self-ruling systems). Bills are presented to the Parliament along with “explanatory notes”, which are recognised as a source of proper interpretation of the law and are used widely by the Danish courts when interpreting the law, and then must pass through the Statsrådet – a privy council headed by the monarch – before being validated by royal assent.

18. The legal tradition in Denmark is neither civil nor common law – it is commonly characterised as a combined Scandinavian-Germanic civil law system. Generally there is codification of the law, but customary law is recognised. Major sources of law in Denmark include the 1953 Constitution, acts, executive orders, regulations, precedent, and customary law. Since 1973, Denmark has been a member of the EU and a growing proportion of legislation operative in Denmark originates from the EU, though not legislation concerning direct taxation. Some of these laws apply directly, while others must be implemented in Danish legislation before they can take effect.

19. The Constitution Art.3 guarantees judges’ independence. A judge can be removed from office only by order of the Special Court of Indictment and Revision. There is no formal division within the courts and all courts can preside over civil and administrative disputes, criminal justice and constitutional matters. The hierarchy of Danish justice courts begins with the Højesteret (Supreme Court) at the top, followed by 2 Landsretten (high courts) and 24 Byretten (district courts). Denmark also has the Court of Impeachment of the Realm (Rigsretten), which presides over cases brought against ministers, and the Special Court of Final Appeal (Den særlige Klageret), for cases brought against judges and for the retrial of criminal cases. The European Court of Justice may determine whether a Danish law is in accordance with the EU treaty and with other EU legislation.


The tax system

20. For tax purposes, Greenland and the Faroe Islands are regarded as separate jurisdictions. This means that Danish tax legislation does not apply in these autonomous areas. Tax treaties and the 1989 Nordic Mutual Assistance Convention on Mutual Administrative Assistance in Tax Matters are in force between Denmark and these jurisdictions.

21. As a percentage of GDP, Denmark has the highest taxes in the world at 48.3%.9 All income from employment/self-employment is levied a labour market contribution of 8% before income tax. Individuals’ world-wide income is taxed on a progressive basis, while corporate tax is a flat rate. The valueadded tax (VAT) is the highest in the world at 25%. Taxpayers consist of



	Danish resident individuals are taxable on all income including: (1) personal income; (2) capital income; and (3) income from shares. The income is taxed according to a progressive scale where the highest marginal tax rate for personal income is 56.1%;

	non-resident individuals with income from Danish sources, e.g. dividends or royalties and income from employment or a permanent establishment in Denmark;

	companies and foundations registered in or with effective management in Denmark are subject to a corporate tax of 25% of taxable worldwide profit (except income from permanent establishments abroad), whether or not profits are distributed. No Danish franchise tax or net wealth tax are levied on companies or branches in Denmark; and

	non-resident companies and foundations with income from Danish sources, e.g. income from a permanent establishment in Denmark or dividend, interest or royalty.




Key Danish legislation relevant to international exchange of tax information




	
Act on Certain Commercial Undertakings (lov om visse erhvervsdrivende virksomheder)
	
Act on Security Trading (lov om værdipapirhandel)



	
Act on Commercial Foundations (lov om erhvervsdrivende fonde)
	
Bookeeping Act (bogføringsloven)



	
Act on the Central Business Register (lov om Det Centrale Virksomhedsregister (CVR))
	
Danish Act on Public and Private Limited Companies (Selskabsloven, DCA)



	
Act on Financial Business (lov om finansiel virksomhed)
	
Tax Assessment Act (Lov om påligningen af indkomstskat til staten (Ligningsloven))



	
Act on Financial Statements (årsregnskabsloven)
	
Tax Control Act (Skattekontrolloven)



	
Act on Measures to Prevent Money Laundering and Financing of Terrorism (hvidvaskloven)






22. The oldest of Denmark’s current network of international tax agreements is the bilateral double taxation convention signed with Israel in 1966. Denmark has a very large network of agreements allowing for exchange of information for tax purposes, encompassing 93 jurisdictions. In addition...
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