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To be brief and to the point, the answer is yes. And there are several layers to this categorical yes which are
worth exploring and taking into account when analysing the way things
may develop in the future. It would
appear from many points of view that
this year is going to be about Cyprus
in European business circles, even if,
albeit more than six months ago, the
island’s banks closed down for two
weeks – unheard of in modern business history – and they only operated
under severe restrictions once they
reopened.
Let’s return to the beginning of the
financial crisis in Cyprus: in February
and March of this year the Cypriot
government and banking sector
came under heavy criticism, as the
German government accused them
of being a haven for illicit funds, arriving primarily from Russia and being
deposited in the country’s banks. For
this reason, when Cyprus officially approached the Union for financial aid,
the Merkel administration sent out
this loud and clear message: we do

not want to help Russian money launderers; illicit funds can not be saved
or aided with EU funds. So, let the
money launderers perish in Cyprus!
If the banks can not be saved from
other sources, then it is necessary to
dip into the amounts deposited in the
banks, if that is in the bank’s interest.
And the more well-to-do really did
lose out, with LAIKI Bank customers
losing 100% of amounts over 100 000
EUR, while “only” 47.5% was taken
from those banking with the Bank of
Cyprus.
The recipe seemed so good that
the EU immediately passed a directive whereby in the future other countries would also be able to apply a
similar type of deposit confiscation,
if required in the sacred procedure
of saving the banks. Quite simply, using Cyprus as a tiny laboratory, they
had carried out an experiment to
produce the technology which in the
future could be applied anywhere,
irrespective of the country, size or
geographical location. Naturally, at
this point the “star economists” start
queuing up to have their say, claiming that struggling banks, companies
and individuals should be allowed to
go bankrupt, as bankruptcy is a natural part of economic life. I didn’t put
the term star economists in quotation
marks by chance: where were these
great minds when the banks started
irresponsibly handing out credit like
there was no tomorrow, and the
population couldn’t get enough of
it? They had 50 or 60 years to open
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their mouths, as the US started running into debt after the end of the
Second World War. This is a country
where the average person spends
1.5 dollars for every dollar they earn.
Bankruptcy can be the only possible
consequence, and you don’t need
to run an economics department at
Harvard to see that.
Getting back to Cyprus, the loss
of bank deposits naturally caused a
huge outcry, even if there were many
among the “losers” who didn’t dare
to open their mouths, fearing that it
might become known that they had
offshore money. The exact figures
have not been revealed, or rather
the press have published so many
conflicting reports about the amount
of money that was deposited in the

Cypriot banks that there is no clear
picture. What is known is that there
were tens of billions, a significant
part of which was Russian money
“parked” on the island. The Cypriots
came up with a rather original way of
compensating the customers of the
Bank of Cyprus: those who lost money
were given shares.
From here, events took an interesting turn, as following the rounds of
buying and selling, the proportion of
Russian shareholders in the bank now
exceeds 60%! That is, the boomerang
has come back. Mrs Merkel didn’t
want to help the Russian money
launderers, but now the most important company in Cyprus is in Russian
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hands. Following the merger with
what remained of the LAIKI Bank, the
Bank of Cyprus now controls a larger
slice of the financial market. Every
state organisation and all of the
largest companies and hotels hold
at least one account in the Bank of
Cyprus, while there probably isn’t a
family on the island that doesn’t have
an account there. So after all this,
anyone who looks in to the bank’s
books and records will get a pretty
clear picture of the real financial
situation and processes in Cyprus, as
well as the indebtedness of certain
individuals.
Europe begrudged Cyprus the
money needed to save the financial
system while at the same time they
were squandering hundreds of billions helping the Greeks. Their thriftiness led to the financial system of
one of the EU members, albeit in their
view an insignificant one, apparently
falling into the hands of Russia, the
country most feared by the EU. On
September 10th, the Bank of Cyprus
held a general meeting of shareholders, in which 6 Russians were voted
on to the 16-member board of directors. Vladimir Strzhalkovskiy, former
vice-president of the Norilsk Nickel
company in Russia, was elected
vice-president.
Two things are ver y apparent
along with this gain of ground by the
Russians. Firstly, presumably huge
interests are at stake in the background, and this whole affair is probably not just about the banks and
the Cypriot financial system. Norilsk
Nickel is one of the most strategic
companies in Russia. In 2012, when
he left his post as vice-president,
Vladimir Strzhalkovskiy received a
100 000 000 USD (yes, 100 million
US dollars!) golden handshake. This
was the biggest payment of its kind
ever in Russia. The relationship with
the Kremlin is excellent, as it is with
the president himself, and I assume
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that the reader here can also put 2
and 2 together and draw the necessary conclusion. The other thing
which is very noticeable is that the
Cypriots are welcoming the Russian
presence in the bank. They naively
see the Russians as the “saviours”,
and expect the situation to stabilise
because of them, whereas there
are those on the island who believe
that the Russians have no intention
of operating the banks, and merely
want to withdraw the money and
then take French leave. One thing is
certain: whoever has control of the
Bank of Cyprus can check and have
a hold on the whole island through its
financial affairs.
However, not everybody is happy about this. At the time of writing
this article, Panicos Demetriades,
the president of the Central Bank of
Cyprus, had not yet approved the
newly elected Russian members of
the board of directors of the Bank of
Cyprus, including the vice-president.
It is a point of fact that elected officers can only take up their posts if the
supervisory body, to wit the Central
Bank, approves their suitability and
aptitude. The president of the Central
Bank made it quite clear in one of
his statements: the decision is in his
hands, and without him no-one in
Cyprus can be a banker. The situation
has become so acute that even Nicos
Anastasiades, the country’s president, has brought the importance
of the matter to the attention of the
president of the Central Bank, pointing out just how pressing a swift resolution to the question is, not only for
Cyprus but for the whole international
business world. Both the markets and
the investors would like to see some
calm, but this can only be achieved
if the Bank of Cyprus finally resumes
normal operation, which in turn can
only truly be achieved if the management is in place. The president
literally said that the Bank of Cyprus

www.laveco.com

LAVECO

®

is not a children’s toy, highlighting
the seriousness of the situation and
the responsibility of the decision. The
Central Bank, however, retorted that
politics and the president should not
interfere with the bank’s independence. The actions of the president
of the Central Bank have also been
criticised by the people and local
businesses, with many claiming that
he is not up to the task of running the
Central Bank and that it would be in
the interest of the country to replace
him. However, as an elected official
he can not simply be removed from
office. One possible way of removing
him would be through the Supreme
Court, who could issue a decision declaring the unsuitability of the president of the Central Bank. It is not quite
clear what prompted the decision, or
what pressure influenced him, but finally, 14 days after their election, the
president of the Central Bank gave
his approval to the appointment of
all the new members of the board, so
the real work could begin.
So that is where we stand at the
moment. The markets’ trust of Cyprus
is perceptibly low. This is not at all surprising, as what happened in Cyprus
was unprecedented in the financial
world, and not even insiders are able
to explain part of it, let alone the
whole thing. As Cyprus was an extremely important jurisdiction for us
at LAVECO Ltd., as soon as the crisis
erupted, we immediately began to
look for alternatives. It soon became
clear that the crisis was affecting the
financial sector and institutions, while
the Registrar of Companies and other
state organisations resumed work as
normal after March 16th. We had to
look for an answer, therefore, to the
question how and where we could
open bank accounts for those companies who up until now did their
banking in Cyprus.
We travelled the world, from Malta
to Mauritius, via Singapore. We were

amazed to discover that there are
now very few places in the world
where they will still open accounts for
companies which are not registered
there, or if the beneficial owners do
not come from that country, or if the
company does not actually carry on
any activities there.
We spent an awful
lot of time and money
on this project, and
eventually had to face
up to the fact that in
Europe there are currently two countries
where it is still comparatively easy - relatively speaking - to open
accounts which can
be used for everyday
banking transactions
for a foreign company. One of these
countries is Cyprus. Recession or not,
the Cypriot banks still open and manage company accounts quickly, relatively free from bureaucratic obstacles and with fees which are not unacceptable irrespective of whether
the company is registered in Cyprus
or abroad, whether the beneficial
owners are local or foreign, and even
if the company activities are not carried out on the island.
So, has the boomerang come
back here too? It would appear so.
No matter how hard the EU tries to
exclude offshore funds, it simply isn’t
going to work. Quite simply because
there is nowhere else for the funds to
go to, and the Cypriots certainly have
no intention of turning their backs on
what is for them „a nice little earner.”
I’m sure that many of you reading
this will be shaking your heads and
don’t even want to hear the word
Cyprus. I can understand this. It will
take time for people to come to
terms with this situation, and it is also
necessary to wait and see what the
Russians plan to do with the Bank of
Cyprus.
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There is an even more important
lesson to be learnt in the field of international crisis management: a crisis can never be resolved without first
asking the major owners what they
want. The major owner in Cyprus is
Russia. Without Russian tourists and
Russian money, this small country

can not even begin to exist by itself,
as the EU-IMF-ECB troika will never
provide them with the funds required
to survive as an independent country
within the EU.
This then brings the American
question to the fore. When the US
financial situation turns critical, the
government will be left with no option but to approach the Chinese
to discuss the matter with them. The
Chinese are the ones who have invested most heavily in US state bonds,
so it will not be possible to resolve the
financial problems in America by going behind their backs. The boomerang comes back once again. But
let’s be optimistic and hope that it will
be a long time before this happens.
Happy crossword and riddle
solving!
With warmest regards
László Váradi
Managing Director
LAVECO Ltd.

www.laveco.com

LAVECO ® since 1991.

2013/3

Jurisdiction spotlight

British Virgin Islands
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Location:

Between the Caribbean Sea and the North Atlantic
Ocean, east of Puerto Rico.

Constitutional form:

British Overseas Territory

Population:

cca. 30 000 (July 2010)

Area:

153 km²

Capital:

Road Town

Currency:

USD

Official languages

English

Time Zone:

GMT -4

1. Company legal form:

Private Limited Company by shares

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 ending:

Ltd., Limited, Incorporated, Inc., Corp., Corporation or
S.A.

4. Time required for
incorporation:

4-5 weeks

5. Number of directors:

Minimum 1 of any nationality

6. Number of shareholders:

Minimum 1

7. Minimum capital:

No minimum requirements

8. Accounting / reporting
requirements:

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

9. Type of shares:

Registered

10. Annual tax and duties:

Minimum 350 USD if the authorized capital less than
50 000 USD

11. Annual meeting:

Not required

12. Disclosure of
beneficiaries:

Not required

13. Registered office:

Local registered office is required by law.

14. Registered
secretary / agent:

Local registered agent is required by law.

15. Agreements for the
avoidance of double
taxation:

The BVI have DTTs with Japan and Switzerland.
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Offshore Banking

Russian Commercial Bank
We recommend the Russian Commercial Bank to clients looking for a stable banking
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partner for their everyday financial transactions. The Russian Commercial Bank is a subsidiary of one of the largest
banks in Russia, VTB, a significant part of whose shares are owned by the Russian state. Personal appearance is

required at the time of opening the bank account, though this is dependent on the company’s activity and the identity
of the client. Subsequently, all banking transactions can be performed via the internet.
Main information on the bank
1. Country of registration, number of branches

The bank is registered in Cyprus, 1 branch in Limassol and 1 in Nicosia. The bank also
has 2 representative offices, 1 in Moscow and 1 in London

2. Year of foundation

1963

3. Main shareholders

VTB Group

4. SWIFT code

RCBLCY2I

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

Type of account

Current Accounts, Fixed Term Deposits, for both Corporates and Individuals.

6. Documents required for the opening of Corporate accounts: certified copies of the incorporation documents, passport copies and proof of address for the directors, signatories and beneficiaries. For companies
accounts
more than 6 months old a Certificate of Good Standing and Incumbency is required.
Individual accounts: passport copies and proof of residential address.
7. Time required for the opening of accounts

Up to 5 working days, provided all the information and documents requested are
available.

8. Restrictions on the opening of accounts

No restrictions

9. Personal appearance of signatories required

At bank’s discretion, on a case to case basis.

10.

Minimum balance required in the account

No minimum required

11. Methods of making payments

Through Internet, by fax, by post, personally

12. Internet banking

Available, free of charge

13. Credit / debit card types and possibilities

Visa Gold Card (Debit/Credit)

14. Deposit required in card accounts

For Credit Card the limit is set to up to 80% of the deposit

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

Free of charge

16. Account maintenance fee

For companies: 40 EUR per quarter
For private individuals: 10 EUR per quarter

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

Free of charge

18. Charge for outgoing transfers

0.1% (min 55 USD - max 200 USD incl. SWIFT 15 USD and SAME DAY VALUE)

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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Short news and ideas

Plastic banknotes to be
introduced in the UK
The Bank of England has revealed plans to introduce
wipe-clean plastic banknotes by 2016, and will be testing
public opinion over the next couple of months before a
final decision is made at the end of the year. The bank has
already carried out extensive studies on the possible im-

Possible new tax amnesty for
Cypriot residents
The Cypriot government has announced plans for a tax
amnesty for Cypriot residents who repatriate funds before

pacts of a change, which would see the UK following the
December 31st 2013.
lead set by Australia (the first to introduce polymer notes
According to government spokesman Christos Styliaback in 1988), New Zealand, Mexico, Singapore, Fiji, Canada, Romania and most recently Mauritius.

nides such funds would be exempt from income tax, but
would come with strings attached. Obviously in an at-

The £5 note is likely to be the first of the more secure

tempt to boost the financial sector, repatriated capital

notes, which not only stay cleaner, but also should be able

must be used immediately to settle obligations to banks

to survive a visit to the laundrette!

or the state, or be invested in approved schemes such as
the purchase of sovereign bonds or five-year fixed-term
deposits in banks.
Figures regarding the possible amounts which might
be repatriated are not available, though the ministry of finance is expected to provide estimates shortly.
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Short news and ideas

Continued rise in the number of companies
registered in Hong Kong
The first six months of 2013 saw an increase of almost 10% in the number of new companies formed in Hong Kong compared with the previous six months. Some 85 000 new companies were added to the Companies Registry during the pe-

There are also more than 9 000 non-Hong Kong companies with a
place of business registered in Hong Kong. There were slightly fewer
new registrations in the first half of 2013, with an additional 352 nonHong Kong companies establishing a place of business there, while
in the six months up to the end of 2012 the figure reached 367.

Newly registered companies in HK

riod, taking the total number of live companies to more than 1.1 million, more than 55 000 more than at the end of 2012.

85 000
77 700

+ 9.3%

Hong Kong has also re-written and modernised its Companies
Ordinance, with the changes expected to take effect early in 2014.

2012

2013

Plans for the immobilisation of bearer shares in Panama
In an attempt to satisfy the requirements of the OECD and thus avoid being placed on the OECD list of countries which
are not cooperative in regards to fiscal transparency, the National Assembly of Panama has approved a draft law paving the way for the immobilisation of bearer shares.
According to Frank De Lima, Minister of Economy and Finance, the new law would
mean that bearer shares would have to be deposited in a custody system similar to
those already adopted by a number of jurisdictions.
The law would include a three-year period of grace for existing companies which
have issued bearer shares to meet the new requirements.
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Short news and ideas

Casino to ease the financial
pain in Cyprus?
Although the Turkish north of the island has a number
of casinos, in the Greek south the influence of the Greek
Orthodox Church and fears about the social dangers of
gambling have led to them remaining illegal.

Google’s taxpaying tricks
According to an article in the Irish Times, just about all of
Google’s international offices divert their income to the
company’s European centre in Ireland, where, by taking
advantage of certain legal loopholes, they are able to

However, the drastic financial problems in Cyprus call
for drastic solutions, and ministers have now approved
plans for a super-casino resort in an attempt to attract

avoid paying an awful lot in taxation. According to the
figures for the last quarter, the income of the Irish central
office was some 15.5 billion dollars, though they only paid
17 million dollars - or approximately 0.1% - in tax.

big-spending tourists. Cabinet approved the plans in the

The secret behind this act of financial wizardry - as used

summer, and the new legislation will go before parlia-

by numerous other multinational companies - lies in the

ment once MPs return from the summer recess.

fact that the company transfers the income of all its offices to a certain country, typically Ireland or the Nether-

The idea is to boost the tourism industry, which has
lands. The international offices avoid paying taxes locally,
now taken on an even more significant role following the
problems in the banking sector.

as the Irish company issues technology licensing invoices
to each office for exactly the amount of its income, thus
reducing the profit to zero. The Irish or Dutch office is registered in a tax haven, thus the amount of tax due there
is also minimal.
America and the EU are both on the attack, but to date
without much success.
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Interesting

Chili or mango
The world’s first interactive soap opera, “Chili vagy Mangó”, only available on mobile phones, has been
launched. Everyone can develop the storyline as they wish through the use of touch screen smartphones. Each
episode contains a number of choices allowing the individual not only to influence situations but also to manage
the actions of the characters. “Chili vagy Mangó” manages to successfully merge the best of film and game. The
program is currently only available in Hungarian, though an English version is in the pipeline.
The program can be downloaded for free from Google Play: http://bit.ly/1dNukq7, or from the App Store:
http://bit.ly/19aczLZ.
Have fun!
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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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