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March 16th 2013 will go
down as a milestone in
modern Cypriot history. The
country, under the burden
of financial difficulties, turns
for help to the EU, who place
draconian conditions on the
bailout: all bank deposits
will be affected, with 6.75%
being taken from deposits under 100 000 euros and
9.9% from anything over that
figure. The outcry is huge,
the population takes to the
streets straightaway to protest as nobody wants to
lose any of their savings. In
the end, Parliament votes
against
the
recommendation and the Minister of
Finance is sent to Moscow to
enter an agreement with the
Russians – probably involving
the recapitalisation of the
country and the exploitation of the gas fields situated
under the seabed. After a
few days the Minister returns home empty-handed.
Subsequently a new proposal is put forward whereby the
clients of LAIKI bank will lose

everything over
100 000 euros
and will be categorised as “good
bank” and “bad
bank”
clients.
Clients of the
Bank of Cyprus
fare a little better:
they
are
guaranteed to
lose “only” 37.5%
of their deposits,
with the majority of the remainder being frozen. And in
the meantime all the banks
in Cyprus remain closed for
an unprecedented 2 weeks.
I could go on and on, but
here I only wanted to outline
the essence of the matter
as a starting point for further
reflection.
None of Cyprus’s small
depositors wanted to lower
their genitals into the nettles.
This is totally understandable:
the majority of the population was blissfully unaware
of the fact that the prosperity enjoyed by Cyprus for the
last 40 years was due to the
foreign money which had
been pouring in. All they
knew was that they could go
to the bank for credit whenever they wanted to, and,
apart from the last couple
of years, they had no problems with liquidity. Thus, the
Cypriots ended up siding
with the greater of two evils,
not even realising that they
themselves were passing a
long sentence on their own

country. Or at least, they
were in part contributing to
its fate.
If we compare the original and final figures relating
to the “haircut”, then the
difference is startling. There
is a huge gap between 6.75
-9.9% and 37.5–100%. One of
the conditions attached to
the provision of a 10 billion
euro bailout was that Cyprus
had to find 6.6 billion euros
from its own resources. LAIKI
Bank and the Bank of Cyprus
between them account for
some 50% of the banking
market in Cyprus. If we calculate the amounts in equal
proportions, then something,
somewhere doesn’t add up.
Even if we double the 9.9%,
then we still only get 20%,
and not 37.5%, which is the
upper limit of the money to
be lost by Bank of Cyprus
clients. Not even to mention
LAIKI’s 100%. True, here deposits under 100 000 euros escaped the haircut. However,
nobody has ever published
the final figures showing exactly how much was lost by
depositors.
The amount deposited in
Cypriot banks has been estimated at between 50 and
70 billion euros. For the sake
of argument, let’s split the
difference and call it 60 billion. It could be, though, that
the proportion held by the 2
banks in question was more
than 50% of the total, as they
were the market leaders
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and had been attracting
investors for decades. To
this day, the real numbers
have not been revealed. We
could also speak about the
causes here, with the heavy
losses suffered by Cyprus as
a result of the recession in
Greece, where, apparently,
the banks’ lost their money.

a bit strange that instead of
accepting the bankruptcy of
the banks, they have chosen
to nationalise a significant
part of the deposits. And at
this point the story suddenly
goes way beyond the shores
of Cyprus: the EU has used
one of its smallest member
states to test a method which

Though even this is only partially true, as it turns out that
LAIKI had been very actively
financing its Greek “sister
companies” as well, which
had nothing to do with the
devaluation of the Greek
state bonds.
From the depositors’ point
of view, however, this is neither here nor there. All they
know is that when they try
to perform a transaction on
their Cypriot bank account,
then two things will happen: if
they had more than 100 000
euros, then they will have lost
a large part of it, and they
will be unable to use freely
what is left because of the
restrictions imposed by the
Cyprus Central Bank. The
Russians, presumably the
biggest investors and therefore also the biggest losers in
the process, put it slightly differently. In their opinion, with
the collaboration of the EU,
this is nothing less than authorised bank robbery. And if
we’re totally honest, it really is

in the future could be applied anywhere at any time. If
some bank gets into trouble,
then the depositors’ money
can be used to save it. The
recipe is simple: there is no
bankruptcy as the bank simply appropriates part of the
deposits and the problem
is solved. Why can this happen? As one of my favourite
British colleagues once said
“Everyone has dirty shirts; the
question is who has the most
and whose are the dirtiest”.
This is exactly the situation in
banking the world over: they
are crawling with bad debt,
which, intentionally in my
opinion, they have accumulated over recent decades.
And if you think the above
recipe through in depth, then
you will realise that by applying this “elegant” solution,
they can manage these difficult times rather effectively,
without the slightest risk of
being called to account. This
way there is no need to string
up bankers just because they
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handed out cheap loans to
their cronies hand over fist, or
overvalued real estate provided as collateral by 40%, or
issued mortgages of several
hundred thousand euros to
people officially only earning the minimum wage. This
can all be ignored, because,
according to today’s strategy once the EU parliament
gives them the nod, they are
free to pilfer what they need
from deposits over 100 000
euros.
And the game doesn’t
end there. They don’t send
the banks into ruin – although
the LAIKI didn’t exactly come
out too well – and the bankers aren’t made redundant.
The whole infrastructure remains intact, and they don’t
have to face new, possibly
more efficient, competition
offering better services, who
may even make banking
cheaper. Sooner or later the
clients will come, unsuspectingly replenishing the bank
deposits, part of which a
couple of years down the line
can be appropriated once
again. It’s a perfect recipe,
isn’t it? The problem is that
we are the prisoners of this
system. All of us. Individuals
and companies alike. Today,
without banks, we don’t even
dare to have a good cough,
as cough mixture costs money, and we can’t buy it if
we don’t have a topped up
bank card in our pocket because they’re trying to stamp
out cash transactions.
The
consequences
of
the Cypriot story are still unclear, as it is impossible to tell
whether they wish to apply
this new “technology” in all
of the other EU states, or even
in other regions. Who, then,
would dare to place money
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in the banks, or leave it there
for any extended period?
The example of Cyprus clearly shows that the economy
is starting to return to a type
of primitive trading situation,
where cash takes control
wherever it can. Following
March 16th, when the banks
in Cyprus remained closed
for some 2 weeks, the majority of shops and other service providers only accepted
cash, or at least preferred
bank cards issued by foreign
banks. The lack of trust was
such that even restaurants
had to pay cash for their supplies. It’s true that the British,
afraid that the Eurozone
was going to collapse as
far back as 2009, drew up
a secret plan on how they
would provide cash for the
British citizens living in Cyprus
through the Embassy in case
of such a crisis. In 2013 they
brought it into practice: they
flew in 1 million euros in cash
to cover the wages of the
British armed forces based in
Cyprus.
And in Cyprus there is no
sign of an end to the story.
In fact, it’s only just begun.
Something
has
started,
though nobody really knows
exactly what it is or what it will
lead to. As I have stated on
numerous occasions in the
past, the Cypriot economy is
based on two sectors: tourism and financial services.
The financial sector provides,
or rather provided, the largest chunk of income. This
now has been more or less
totally eliminated, as international confidence in the
country has been shaken
and significant new amounts
are not coming to the island, while existing deposits
which can be moved are
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being transferred elsewhere
for fear of further restrictions. The outward flow of
money continues, and while
the banks charge transaction fees left, right and centre, in the long run this will
not even provide enough
income to keep the system
running. Although they insisted that the employees of
the now closed LAIKI bank
would be laid off, to this day
there have been no large
scale redundancies. In short,
there are too many Eskimos
and not enough seals; staff
wages have to be paid from
somewhere, offices have to
be maintained and in the
heat of the summer air-conditioning systems have to be
operated.
As for what the future will
bring, even with a crystal ball
that would be difficult to say.
I am certain of one thing: this
will be a very long and painful process for Cyprus, which
any country would have
trouble getting over. Despite
the fact that the banking
infrastructure and culture
which had developed in the
island was the only one in
the world capable of serving the offshore world. This is
now visibly missing from the
market, and such a vacuum
has been created that some
shrewd country with a bit of
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imagination could easily attract all that money which
is leaving Cyprus. Some say
that this is very unlikely, and
it would be easier to re-start
the Cypriot system, as clients
with an interest in offshore
banking have nowhere else
to go, and then there are
also the advantages offered
by companies registered
there. This is undoubtedly
so: until now there were two
countries capable of meeting offshore banking requirements in a professional
manner, and these were
Cyprus and Latvia. Latvia on
its own can not fill the gap,
and at the same time the
world economy can not go
on too long without offshore
companies. It is all but impossible to create a country
offering the right offshore
banking background today, and this can not be
achieved overnight.
In the case of Cyprus,
something has been lost
which it will be very difficult
to get back. Confidence.
Confidence and the long
term stability which is the lifeblood of the financial world,
without which the system
can not operate smoothly anywhere in the world.
Cyprus has lost its biggest
ally, and at the same time
its biggest business partner:

the Russians, and they never
forget when someone crosses them. Without them, however, Cyprus can not develop. The Russians are such a
decisive factor in Cypriot financial life that they can not
be left out when it comes to
making important decisions.
Presumably the leadership
in Cyprus did not appreciate the significance of this
when they chose the bailout package preferred by
the EU. This was totally opposed to the best interests
of the Russians. And the
Russians play hardball, and
aren’t going to give in easily. According to the official
standpoint issued by the
Russian media a couple of
weeks after the outbreak of
the crisis, the Cypriots had
two choices: they either go
forward with the EU and remain in the Eurozone, but at
the cost of becoming one of
the poorest countries in the
EU, or they could make the
interests of the Russians their
priority, in return for which
they could count on the
economic might of Moscow.
The latter would entail leaving the Eurozone – which of
course is still an option with
the other scenario – and
returning to the Cypriot
pound, which the Cypriots
have been yearning for so
long. It is also impossible to foresee what the
consequences of this
would be for Europe.
Although Cyprus accounts for no more than
0.2% of the overall eurobasket, this would lead
to a huge crack in the
system which the euro
might not be able to recover from, as the domino effect could set in.

The situation is extremely
complicated,
and
the
match between Russia and
the EU has only just kicked
off. The give and take is
underway over a small
country which is in pain
and suffering badly, but this
probably is of little interest to
the big players pulling the
strings. Today, as I close this
article, the news has broken
that the president of Cyprus
has written to the EU. In his
letter, he has asked the EU
for a new debate on the
bailout offered to Cyprus,
claiming that the original
plan was rushed and did not
take the interests of Cyprus
into account. Furthermore,
the president stated that
there is a huge question
mark over whether or not
the Bank of Cyprus can be
saved, while also urging
the abandonment of the
fusion of the surviving part
of the LAIKI bank with the
Bank of Cyprus. For the time
being, the EU seems to be
intransigent,
and
shows
no signs of giving in to the
requests from Cyprus. So,
then, is the EU capable
of abandoning one of its
members, leaving them in
the lurch, while they spent
hundreds of billions of euros
on Greece?
It is difficult to remain
calm while reading the
above. However, that is exactly what I am asking you,
the reader, who may also
be a direct victim of this unprecedented act of leadership irresponsibility and misunderstanding, to do.
With warmest regards,
László Váradi
LAVECO Ltd.
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Jurisdiction spotlight

Mauritius - Global Business Licence II.
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Location:

In the Indian Ocean to the east of Madagascar

Constitutional form:

Parliamentary democracy

Population:

1.3 million

Area:

1860 km2

Capital:

Port Louis

Currency:

Mauritius Rupee (MUR)

Official languages:

English

Time Zone:

GMT + 3

1. Company legal form:

Non resident corporation

2. Method of incorporation:

The Memorandum and Articles of Association must be
signed by the subscriber. The subscriber must be a local
person, licensed for the purpose.

3. Company name:

Must end in “Limited, Ltd., Corporation, Corp., Societe
Anonyme, S.A.”

4. Time required for
incorporation:

3-4 weeks

5. Number of directors:

1

6. Number of shareholders:

1

7. Minimum capital:

No minimum capital

8. Accounting / reporting
requirements:

Accounts are not required, but documents of transactions
must be kept.

9. Type of shares:

Registered shares

10. Annual tax and duties:

200 USD

11. Annual meeting:

Required each calendar year.

12. Disclosure of
beneficiaries:

Not required

13. Registered office:

Local registered office is required by law.

14. Registered
secretary / agent:

Not required by law.

15. Agreements for the
avoidance of double
taxation:

Global Business Licence II. status companies are not
subject to the agreements for the avoidance of double
taxation entered into by Mauritius.
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Short news and ideas

Romania – higher rates of
withholding tax for nonresidents
The Romanian government has introduced a new

Ukraine – cash transactions
to be limited
On June 6th 2013 the National Bank of Ukraine
(NBU) issued a statement confirming that the country would be introducing a cap on cash transactions
of 150 000 hryvnya (approx. 19 000 US dollars) from
September 1st 2013. According to the bank’s specialists, as Ukraine has suitable apparatus in place
to cope with non-cash transactions, financial markets would not be affected.
Vera Rychakovskaya, NBU vice president, confirmed that the move would not only reduce the

50% rate of withholding tax, in place of the normal
16%, in an attempt to prevent aggressive tax-planning by non-residents.
The new rate, in place from February 1st 2013,
will apply to income derived by a non-resident if
that non-resident is from a country which does not
have a valid exchange of information agreement
with Romania, and if the transaction leading to the
payment is considered artificial. If the beneficiary
is resident in a country which has signed such an
agreement, but the jurisdiction where the payment
is made has not, then the higher rate will apply.

cost of maintaining cash, but would also help to
make the economy more transparent and to stimulate the growth of GDP.
Official statistics show that currently only 11% of
all retail payments in Ukraine are not carried out in
cash.

Bahamas – introduction of VAT in 2014
VAT is to be introduced in the Bahamas from July 1st 2014, replacing the Hotel Occupancy
Tax.
The basic rate for goods and services will be 15%, though hotel services, and food and
beverages purchased on their premises will be subject to a rate of 10%,
and there also will be certain exemptions such as duty-free food and
agricultural products, health and education services, transfers of leases
of land and residential buildings, financial services, and social and community services.
In accordance with the legislation, VAT filing and payment will be due
each month.
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Offshore Banking

Additions to the list of banks offered by LAVECO Ltd.:

ABC BANKING CORPORATION, MAURITIUS
Mauritius would like to act as a bridge in international financial life, in particular in regard to
the African, Indian and Chinese markets. Clients opening bank accounts here can enjoy numerous benefits as a result.
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We recommend the ABC Banking Corporation to those who would like to arrange their banking affairs through
a young and dynamic team. The bank also has the advantage of operating in Mauritius, that is, outside the EU,
meaning that it does not have to adhere to EU regulations.

Main information on the bank
1. Country of registration, number of branches

Mauritius, Port Louis (1 Branch)

2. Year of foundation

2010

3. Main shareholders

ABC Motors Company Ltd., ABC Car Rental Ltd., Good Harvest Ltd., Union Shipping
Ltd., private individuals

4. SWIFT code

ABCKMUMUXXX

Information on the opening of accounts, main features of accounts
5.

Type of account

Call Deposit Account (Corporate and Individual) and Fixed Deposit Account

6. Documents required for the opening of ac- Corporate accounts: Certificate of incorporation, Certificate of Good Standing if the
counts
company has been incorporated more than one year, Memorandum of Association,
Registry of Directors, Registry of Members, Passport copy and proof of address on authorised signatory, directors and shareholders. All the documents should be duly certified.
Individual accounts: Passport copy and proof of address.
7. Time required for the opening of accounts

2-3 weeks, provided all the information and documents requested are available.

8. Restrictions on the opening of accounts

The bank does not open account for US resident persons and companies or to companies from sanctioned countries. The bank does not open accounts for companies
whose Articles allow the issuance of bearer shares

9. Personal appearance of signatories required

Not required

10.

Minimum balance required in the account

No minimum balance requirement. The account will remain active within 1 year.

11. Methods of making payments

Fax and Email Instruction

12. Internet banking

Viewing only. Internet banking will become full operation by end of Oct 2013.

13. Credit / debit card types and possibilities

MasterCard Debit Card (The debit card can be used worldwide on any ATM having
the logo of MasterCard/Cirrus/Maestro and on any POS of any authorised merchant.

14. Deposit required in card accounts

Deposit is not required.

15. Fee charged by the bank for the opening of
accounts

Free of charge

16. Account maintenance fee

Free of charge

Basic charges imposed by the bank
17. Charge for incoming transfers

No charge for incoming transfers

18. Charge for outgoing transfers

50 USD + overseas bank charges, where applicable.

19. Charge for cash withdrawals

0.5% commission in lieu of exchange (minimum 15 USD)

20. Charge for cash deposits

Free of charge

Detailed information on the opening of bank accounts can be found on our website (www.laveco.com). Please contact our
staff on + 36 1 4567 200 for full details of the account opening process.
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Offshore Banking

RIETUMU BANK
The high level of services offered by the Rietumu Bank are more than capable of satisfying
the demands of clients interested in current account services. The Rietumu Bank combines all the characteristics
expected of a modern bank: fast, cheap, reliable, and with excellent bank cards and internet banking. One of the
biggest private banks in Latvia, Rietumu Bank has been around for 20 years, surviving several local crises which left it
unscathed.
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We recommend Rietumu Bank to those who make frequent, even daily transactions, and for whom low bank
charges is an important factor.

Main information on the bank
1.

Country of registration, number of branches

The bank is domiciled in Latvia. The bank has representative offices in Moscow, Paris,
Kiev, Minsk, Almaty, Bucharest, Yerevan and partner banks in St. Petersburg, Yekaterinburg, Baku, Dnepropetrovsk, Shanghai.

2.

Year of foundation

1992

3.

Main shareholders

Private individuals

4.

SWIFT code

RTMBLV2X

Information on the opening of accounts, main features of accounts
5.

Type of account

Current account (corporate and individual)

6.

Documents required for the opening of ac- Corporate accounts: certified copies of the incorporation documents of the company,
counts
certified copies of passports of directors, signatories and beneficiaries, bank reference
letters and proof of residential address of directors, beneficiaries and signatories. For
companies more than 1 year old a Certificate of Good Standing is required.
Individual accounts: bank reference letter, certified copy of passport, proof of residential address.

7. Time required for the opening of accounts

2-3 weeks, provided all the information and documents requested are available. The
account will be activated immediately upon receipt of the first incoming payment.

8. Restrictions on the opening of accounts

No restrictions.

9. Personal appearance of signatories required

In the Laveco office.

10.

Minimum balance required in the account

No minimum required.

11. Methods of making payments

Through Internet, by fax, by telephone, personally.

12. Internet banking

Available.

13. Credit / debit card types and possibilities

VISA/MasterCard (Classic, Business, Gold, Platinum, World Signia)

14. Deposit required in card accounts

Business: 250 EUR, Gold: 450 EUR, Platinum: 750 EUR,
World Signia: 30 000 EUR.

15. Fee charged by the bank for the opening of
accounts

250 EUR

16. Account maintenance fee

1st year - free of charge, starting from the 2nd year - 20 EUR/month (if the monthly
turnover is above 50 000 EUR – free of charge)

Basic charges imposed by the bank
17. Charge for incoming transfers

No charge for incoming transfers.

18. Charge for outgoing transfers

EUR: Inside the Eurozone: 20 EUR (Economy), 30 EUR (Standard), 50 EUR (Express). Outside the Eurozone: 25 EUR (Economy), 30 EUR (Standard), 60 EUR (Express).*
USD: 50 USD (Economy), 60 USD (Standard), 85 USD (Express).*
* Economy – transfer is complete the next day after the order is made, Standard – the
same day, Express – in 1 hour.

19. Charge for cash withdrawals

First 5 withdrawals during the month 2%. Starting from the 6th withdrawal during the
month 3%.

20. Charge for cash deposits

EUR/USD – free of charge
Other currencies - 0.5 %, min 5 EUR

Detailed information on the opening of bank accounts can be found on our website (www.laveco.com). Please contact our
staff on + 36 1 4567 200 for full details of the account opening process.
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LAVECO life

Special offers on the LAVECO website extended
Our website is constantly being updated, and you can always find useful and interesting information there. We would like
to draw your attention to the fact that the special offers on Belize and the Seychelles have been extended until the end of
the year. In addition, we would also like to recommend our special offer on the ever-popular Hong Kong.

Belize

We recommend companies from
primarily
to those looking for an IBC type company. In this offer, the Belizeregistered company, including the fees for the first calendar year,
can be yours for 1 250 USD, instead of 1 470 USD.
Shelf companies from Belize, with nominee directors and
shareholder, certified power of attorney, including formation fees
and the annual fees for the first calendar year now costs only
2 140 USD instead of 2 800 USD.

Seychelles

We recommend the
because this type of
company offers a simple and economic solution in cases where a holding
company is required. In this offer, the Seychelles-registered company,
including the fees for the first year, can be yours for 1 290 USD, instead
of 1 670 USD.
Shelf companies registered in the Seychelles, with nominee directors
and certified power of attorney, including formation and first year fees
can be yours for 1 870 USD (was 2 550 USD).

Hongkong

is popular the world over; on the basis of the
number of companies registered, it is a leading jurisdiction not only in
the region, but also in the world. One of the factors of this success is the
fact that income derived from outside Hong Kong is not subject to tax
there, while only profit made locally is subject to 16.5% tax. More and
more of our clients are choosing Hong Kong, primarily those planning
for the long term.
We are currently offering companies registered in Hong Kong with
directors and shareholders provided by LAVECO for 3 290 USD,
instead of 3 790 USD. In cases where directors and shareholders from
Hong Kong are required, the price is 3 490 USD (was 3 990 USD).
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LAVECO life

Two new members
of staff in the
LAVECO office in
Bucharest
Two new members of staff have
joined the LAVECO team in Bucha-

Mario Ianculescu

rest.
Both
and

are

highly

experienced

trained

Complementing

each

perfectly,

Ianculescu

Mario

•

lawyers.

Position at Laveco: Representative for

Romania under fiduciary agreement

other

•

is

Before Laveco: Lawyer – member of

the Bucharest Bar Association since 2005

the front man, holding meetings
with clients, while Mihai Ivanescu
provides excellent and efficient

•

Education: Bucharest Law School

•

At Laveco since: 2005 as external

lawyer

background support.

Mihai Ivanescu
•

Position at Laveco: Lawyer

•

Before Laveco: Lawyer – Deloitte Romania

•

Education: Nottingham Trent University,

•

Date of birth: 2 June 1977

•

Nationality: Romanian

•

Languages: Romanian, English, French

Graduate Diploma in Law;
•

Bucharest State University, Law School;
Academy of Economic Studies, School For
Public Administration & Management

•

At Laveco since: March 2013

•

Date of birth: 19 August 1979

•

Nationality: Romanian

•

Languages: Romanian English, Basic
German & Spanish

Cyprus
LAVECO LIMITED

United Kingdom
LAVECO Ltd.

Hungary
LAVECO KFT.

3rd Floor, Blackwell House,

33/a Raday street,

Despina Sofia Complex

Guildhall Yard, London

1092 Budapest,

Ap. 202, United Nations 8

EC2V 5AE United Kingdom

Hungary

Drosia 6042, Larnaca, Cyprus

Tel.: +44-207-556-0900

Tel.: +36-1-456-72-00

Tel.: +357-24-636-919

Fax: +44-207-556-0910

Fax: +36-1-456-72-01

Fax: +357-24-636-920

E-mail: london@laveco.com

E-mail: hungary@laveco.com

E-mail: cyprus@laveco.com

Romania
MARIO IANCULESCU LAW
OFFICE.
59 Buzesti Str., A5 Block
1st Scale, 1st Floor, 62nd Flat,
1st District, Bucharest, Romania
Tel.: +40-21-311-61-76
Mob: +40-747-595-132
Fax: +40-21-311-61-82
E-mail: romania@laveco.com

Bulgaria
LAVECO eoOD

SEYCHELLEs
LAVECO Ltd.

Porto Lagos No.1,Ent.2,Floor 5,

Suite 2, Oliver Maradan Bld.

Ap.42, 1463 Sofia, Bulgaria

Oliver Maradan Street,Victoria

Tel.: +359-2-953-2989

Mahé, Seychelle-szigetek

Mob: +359-888-126-013

Tel.: +248-4-322-261

Fax: +359-2-953-3502

Fax: +248-4-324-932

E-mail: bulgaria@laveco.com

E-mail: seychelles@laveco.com

The information contained in this newsletter should not be construed as tax, customs, social security or other business advice given in a concrete case. The authors and
publishers can accept no responsibility for any financial, legal or moral loss or damages occurring as a result or in consequence of action taken (or not taken) while
acting and relying upon information contained in this publication. We apologise for any possible typing, layout, grammar or other errors, and welcome any observations.
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