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has a significant shareholding including important non-realised (reinvested) profits and this 
person wants to realise these profits in a tax-saving manner, then transferring the amount to 
an abroad-based foundation does not help him because the endowment would be consid-
ered as a realisation of profits and therefore be subject to capital income tax. Nor would relo-
cating his domicile abroad serve him, because in accordance with Section 31 (2) Income Tax 
Act, the profits would be considered as realised upon the relocation of his domicile. In fact, in 
order to save taxes, he would have to transfer the shareholding to an abroad-based founda-
tion before the value of the shareholding significantly increases and then leave it there on a 
permanent basis. Only a few Austrians have opted for this model. 
With the Gift Notification Act (Schenkungsmeldegesetz) an increased entrance tax rate has 
been introduced for endowments to foreign foundations in cases where no administrative 
assistance agreement has been concluded with Austria. 
If Austria was primarily concerned about preventing Austrian capital owners from moving 
their money to Swiss-based foundations, the legislator, instead of introducing tax advantages 
for foundations, could have achieved a comparable effect by adjusting applicable Austrian 
international tax law. 

 The rules for foundations result in no loss of tax revenues for Austria 
 
It is true that the transfer of capital from abroad to an Austrian private foundation results in 
capital income being taxable in Austria; it is also true that Austria continues to realise tax 
revenues as long as Austrian capital is not transferred to foreign foundations. 
Yet, as mentioned above, there were only a few cases in which capital was repatriated to 
Austria. The amount of assets transferred to Austrian foundations by persons domiciled 
abroad was of greater significance. And, as regards the amount of capital that would have 
left Austria if the favourable rules for private foundations had not existed, it is impossible to 
make any estimation. Thus, the question whether existing provisions lead to tax losses for 
Austria or not cannot be answered in a well-founded manner. 
The fact remains that in terms of tax savings, Austrian foundations benefit from extensive tax 
advantages: If we assume that the total assets of Austrian foundations amount to EUR 60 
billion and that profits of 10% per year are realised on these assets (average value per year 
including capital gains from the disposal of shareholdings since the introduction of the rules), 
the tax savings realised thanks to the offsetting of the interim tax of 12.5% amount to a total 
of EUR 750 million47. This is as much as approximately six times the yearly amount of the 
recently abolished inheritance and gift tax or one third of the overall amount of the yearly 
wage tax reduction planned for 2009. 

                                                 
47 Dividends remain tax-exempt in foundations as with corporations; their amount is difficult to estimate. 


