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no longer operate, but rather that the

should “enable the financial position

At the same time, the banks repre-

ownership structure has not been clari-

of the International Business Company

sent an important stage in the fight.

fied). With the exception of the Marshall

to be determined with reasonable

The power of the banks over us mere

Islands, there are possibly no other juris-

accuracy at any time.”

mortals is extraordinary. This is even

dictions which now offer the option

A further element of the OECD fight

more acute in the world of offshore

of bearer shares. But before you rush

is the identification of the beneficial

companies. Today there are only a

to register a company there, bear in

owners behind a company. 2014 saw

dozen or so banks in a couple of coun-

mind that you will not be able to open

no significant changes in this respect,

tries where it is relatively easy to open

a bank account. Banks respond in the

an account for a newly incorporated

negative to customers wishing to open

offshore company. The OECD continu-

accounts if the company, even if only in

ously heightens the hysteria in banking

principle, has the possibility to issue this

circles with its impossible recommen-

type of shares. Transparency was also

dations. The compliance departments

the password when it came to insisting

are forever introducing new internal

that offshore companies declare the

regulations under the guise of the

address where they keep the docu-

prevention of terrorism. Their efficiency

mentation related to their operation. It

is

is now all but impossible for a company

instead to have a disturbing effect.

to exist without keeping at least minimal

The banks have increased the tension

extremely

questionable,

tending

accounts regarding its business trans-

it was just more of the same. Certain

to the point of absurdity, with a signifi-

actions. And if the authorities ask to see

western banks began to specifically

cant part of the rules impossible to

them, then it is necessary to present

identify the individuals who were the

understand or comply with. The OECD

these records to them. The charac-

Ultimate Beneficial Owners behind

is trying to impose on the banks the role

teristically uniform regulations show

company bank accounts some 15

of policeman, or rather prosecutor and

that apart from minor differences in

years ago. Today, there is probably

judge rolled into one. On what grounds,

detail and timing, the requirements are

not a bank in the developed world

for example, does the bank decide

almost identical for the world’s most

which does not require the unequiv-

whether I, as the ultimate beneficial

popular offshore jurisdiction, the British

ocal identification of these individuals

owner, can be involved in a certain

Virgin Islands, and for jurisdictions such

at the time of opening accounts. If we

company, just because it doesn’t seem

as Belize or the Seychelles. It is also

examine this point in detail, then it can

natural to them? Believe it or not, that is

important, at this point, to emphasise

be stated without fear of contradic-

where we stand today. If I have spent

two very significant factors:

tion that today the banks of the major

my whole life working in consultancy,

1.

accounting

financial centres are in possession of

then the bank can not see the logic

records, application of International

the details of the beneficiaries behind

behind my intention to start dealing in

and Financial Accounting Standards is

company accounts held there, and

real estate. If they are unable to find

not a requirement.

this fact is food for thought, indeed.

a logical link between the beneficial

2. It is not necessary to lodge or file

Why, I wonder did they gather all this

owner and the company, then they will

financial statements with any authority

data so conscientiously? And how,

reject the application for an account.

in the country of registration. The main

in this situation, can we speak about

requirement is simply that the records

anonymity?

In

preparing
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the gains from tax evasion/avoidance,

to others. Receiving information from

wasn’t developed overnight, but is

are now trying to portray themselves

others, on the other hand, is a different

rather the result of a 30-40 year process.

as being “whiter than white.” From this

matter: they want to receive informa-

year, they only really seem interested

tion on their own citizens and compa-

point in the article will now surely be

in opening accounts for individuals,

nies from all quarters. What, this isn’t

thinking that there is nothing positive

and they insist that customers declare

fair? Indeed it isn’t! And sooner or later

to look forward to, so what is the point

that they have satisfied all their taxa-

somebody is going to raise that point,

of continuing? However, this is where

tion requirements at home in regard to

leading to the breakdown of the system.

you have to start reading between the

funds being deposited. Some capital

At this point, a rather interesting

lines. Please allow me to mention just a

is fleeing from Switzerland, or rather

question occurred to me: if this general,

few matters – this should by no means

the banks themselves are “kicking

reciprocal exchange of information

be considered a complete list - which

out” a significant number of western

is going to take place, and the tax

might provide those interested in and

customers. Exactly what the gentlemen

authorities are going to know every-

open to the topic with some food for

in the compliance departments are

thing about every client when the

thought:

afraid of is unclear to me.

information is presented, then what are

Anyone

1.

The

who

has

automatic

reached

exchange

this

of

So what does the future hold?

the heads of the compliance depart-

information has not yet begun, and

Apparently, the automatic exchange

ments so afraid of? From here on, the

already conflicts of interest are starting

of information between the bank and

system is an open book; the guilty will

to appear. The world’s largest financial

the customer’s tax authority. At least

come unstuck in their own countries

power, the USA, only wants to receive

that is the OECD’s plan, and according

and will be made to pay for their crimes

information, but not give it out. I wonder

to the figures at the end of September

of the past, because the system will be

whether others will follow suit. The

2014, 65 countries have now given

“watertight.” Everything will be trans-

United Kingdom, for example. During

the go ahead to its introduction. In

parent, there will be no more cheating,

the Ukrainian crisis they were far from

theory, the exchange of information

happy when it appeared that, fearing

will begin in 2017. Of course, there are

that their assets would be frozen, the

still many question marks. The exact

Russian oligarchs might take their

detailed regulations are unknown, and

money out of London’s banks. Even

the organisation will publish the final

though we have no idea exactly how

rules and standards some time in 2015.

much is there, since the English remain

The big question for me surrounds the

and no more sneaking money abroad;

very tight-lipped about it. But if at some

observance of the principles of recip-

in short it will be like in the fairytales. And

stage they have to make a declaration,

rocation. As one of the most important

in the fairytales there are no compli-

then what will be the outcome?

conceptions is exactly that: everyone

ance departments, either.

2. What is going to happen to those

is expected not only to receive infor-

Of course, this is going way too far.

banks which reaped abundant profits

mation, but also to give it. The world’s

We will certainly not get to this point, as

from the offshore funds deposited there

largest financial power, the United

it is simply not possible to turn the world

over recent decades or even centu-

States, having achieved what it wants

economy and modern financial system

ries? Will the Swiss be able to survive on

through its own system, the FATCA,

(based as it is on virtual money) on their

the back of a few Milka cows and the

doesn’t exactly bend over backwards

heads from one minute to the next.

production of watches, or will they still

when it comes to providing information

That requires decades. Today’s system

need the financial sector? Then again,
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if the capital flees, then there will be no

standards, the balance sheet must be

us, we try to protect ourselves. This is

assets to protect for the princely fee of

filed with the taxman, and tax must be

instinctive. If someone wants to punch

2% per annum. I wonder whether all the

paid on profits. In the Seychelles, on

me, and I see the fist coming towards

banks are going to provide information

the other hand, the standards have no

me, I at least raise my own arms to try

honestly, or whether it will be the banks

and protect myself. Can this instinctive

themselves who try to come up with

reaction be stamped out? Isn’t it just as

some sort of “in-house” solution for their

instinctive to try and protect our assets?

customers.

When someone has acquired assets or

3. Bearer shares are not permitted

income, then any amount taken away is

and beneficial ownership must be

considered as a loss, even if it is the laws

declared. However, they want to tie

which are legally taking it away. Will this

company assets to the beneficial

ever change? It’s extremely unlikely, if

owners, and force them to pay tax

you ask me. One way or another, we will

in their own countries on the income

always try and defend against the loss

accrued by offshore companies. It’s

of assets or income, and as long as the

a nice idea, but it’s going to be diffi-

meaning, as the rate of tax is 0%. Who

sun keeps rising each morning, there

cult to enforce and check, even in the

is going to decide whether this or that

will always be vehicles and methods for

strictest of systems. It is not possible to

expense arose as part of the compa-

this purpose. Offshore was one of those

make a company acting correctly in

ny’s activity or not? It doesn’t matter

methods, and has been serving the

its own interests pay out all of its profit in

anyway, as there is no tax, so anything

needs of entrepreneurs in its modern

dividends. The owners of the company

can be deducted as an expense and

form for 50 years.

may decide to re-invest profits into

the tax base can be as big as you want

There will definitely be another 50

the company over a number of years.

because the tax will still be a fixed

years too, but it will be a little different.

I have been involved myself in the

amount of 100 USD per year. However,

It will be constantly changing. But

formation of a company where the

it is only worth making money if we can

anyone who is able to adapt to the

owners decided that we wouldn’t take

spend it as well, otherwise the amount

changes in the system will be able to

out a dividend for the first five years of

will merely serve to bolster the bank or

make a lot more than those who don’t

the company’s operation, because we

the collection of safes.

take advantage of the opportunities

wanted to use the profits for expansion.

The bureaucrats of the OECD are

available. At least that’s how I’ve seen

Is somebody going to tell me that this is

living in cloud cuckoo land. If they think

things during the last 23 years working

unnatural, or even illegal?

that anybody is just happily and volun-

here at LAVECO …

4. From now on offshore compa-

tarily going to pay tax, then they are

Let’s continue in 2015! I would like to

nies also have to keep accounting

making one of the biggest mistakes of

wish everybody a pleasant, relaxing

records. We have come to the end of

their lives. The paying of tax is compul-

festive period, and to thank you for the

a romantic era where everything went

sory, it is not a voluntarily undertaken

time you have spent over the past year

on freely. However, keeping accounts

obligation. It is an obligation imposed

reading our articles.

for a company from the Seychelles is still

on us by the state in which we live and

no the same as for an English company.

whose tax laws we are compelled

László Váradi

In England, the financial report must

to abide by. However, as is the case

Managing Director

be prepared in line with international

with everything which is forced upon

LAVECO Ltd.
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Jurisdiction spotlight

RAK-FTZCO
Location:

In the east of the Persian Gulf, the northernmost of the
United Arab Emirates

Constitutional form:

Absolute Monarchy

Population:

Approximately 300,000

Area:

1,700 km2

Capital:

Ras al-Khaimah (Rász el-Haima)

Currency:

UAE Dirham (AED)

Official languages:

Arabic (English is widely spoken)

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.

3. Company name ending:

„Limited” or „Ltd”, „Incorporated”, or „Inc”

4. Time required for
incorporation:

3 - 4 weeks

5. Number of directors:

Minimum 1 of any nationality, corporate directors are
allowed

6. Number of shareholders:

Minimum 1 of any nationality

7. Minimum capital:

Minimum 10 000 Dirhams (appr.=2000 EUR)

8. Accounting / reporting
requirements:

Required, but not public

9. Type of shares:

Registered

10. Annual tax and duties:

500 EUR regardless of the authorized capital

11. Disclosure of
beneficiaries:

Not required for the public records

12. Registered office:

Local registered office is required by law

13. Registered
secretary / agent:

Local registered agent is required by law

14. Agreements for the
avoidance of double
taxation:

Algeria, China, Jordan, Kuwait, Egypt, Finland, France,
Hungary, Hong Kong, Malta, Pakistan, Poland, Germany,
India, Indonesia, Italy, Malaysia, Mauritius, Romania,
Seychelles, Singapore, South Korea, Sudan, Syria, Turkey,
Yemen

www.laveco.com
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United Arab Emirates – 43 years of success
On December 2nd, the United Arab Emirates celebrated

which exports porcelain and sanitary ware to more than 160

the 43rd anniversary of its foundation. This relatively young

countries around the world. Thanks to the cheap raw materi-

state conjures up images of Dubai for almost everybody,

als and Asian workers, the products manufactured here can

as this is the most well known “brand”, and many people

be extremely competitive on the world market.

believe that the two are one and the same thing. The real-

We can also find very favourable possibilities in the field

ity, however, is that this is a union of 7 emirates (Abu Dhabi,

of company formation in this emirate, where a totally tax-

Ajman, Dubai, Fujairah, Ras al-Khaimah, Sharjah and Umm

free enterprise, which can even open an account with a

al-Quwain), 6 of which merged in 1971, with the seventh,

local bank, can be formed relatively cheaply and quickly.

Ras al-Khaimah, joining during 1972.

It is undeniably an advantage for companies from the

The first thing most people think of in regard to the Emirates

Emirates, that they do not sound “offshore.” The majority of

is incredible wealth, arising from oil and providing the local

companies here are established in one or other “Free Trade

sheiks with their luxury lifestyles. The reality is not so straight-

Zone”, and the tax-free status is a serious cultural tradition.

forward, as it is only really Abu Dhabi which is rich in oil, while

Personal income tax, corporate profit tax and VAT are

Dubai is not blessed with mineral wealth at all. The motor driv-

all unheard of in the Emirates. Having said that, the state

ing the Dubai economy is powered by tourism and services,

budget is generously bolstered by various duties. Each com-

together with the commercial trade which has developed

pany is subject to a fixed annual licence fee which can not

here. At the same time, in addition to the tourist spectacles,

be avoided. A significant sum also accrues from the foreign

Dubai has become one of the most important trading cen-

workers employed here, each of whom has to contribute

tres in the Middle East, linking countries such as China, India,

several hundred dollars a year to the Emirates’ coffers for

Iraq, Iran and Pakistan. If we add together the populations of

the renewal of their work permits. Although the fee for each

all these countries, we reach a figure of 3.5 billion, or roughly

individual may seem trivial, when you calculate the total for

half of all the people in the world. This alone shows the huge

each of the 3.5 million foreign workers paying….

significance of the place.

Thanks to its regional position and economic policy en-

Most people know about the two largest emirates, Abu

ticing companies with tax incentives, the Emirates eco-

Dhabi and Dubai, but over the last few years others, such

nomic relations are continuing to thrive. The United Arab

as Ras al-Khaimah, have remained very much in the back-

Emirates recently signed an agreement for the avoidance

ground. Very few people know that this emirate is home to

of double taxation with Hungary, thus offering even great-

one of the world’s largest porcelain producers, RAK Ceramics,

er possibilities for businessmen from the two countries.

www.laveco.com
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Business Immigration
The reasons that those who are in a position to do so take

concerned to place at least part of their assets in

second citizenship or acquire a residency permit abroad

another country, thus spreading or diversifying the

can basically be placed into 3 main groups:

risk. As personal income tax, as well as other taxes

1.

The possibility to travel freely. Citizens of many na-

imposed on assets and capital gains, are extremely

tionalities find their freedom of movement restricted

high in some countries, it is only natural for some of

in the international arena. This is particularly the case

the wealth to migrate towards those areas where

for those living in the third world, who are forced to

these taxes are lower or even non-existent. Second

apply for visas, if they wish to travel to

citizenship and residency permits also

the developed world. For a success-

provide excellent solutions in these

ful businessman this can be a serious

situations.

restriction, as he has no option but

2.

to apply for visas for every country

Naturally, there may be numerous

he wishes to visit, meaning form-fill-

other reasons for economic emigra-

ing, payments and endless queuing.

tion, but in 90% of cases at least one of

Passports allowing visa-free travel resolve all these

these three main reasons plays a part.

problems in one stroke, not only for the investor, but

For more information on this topic, please visit the new,

for all family members as well.

dedicated LAVECO Ltd. website at:

Security reasons. Even today there are numerous

www.worldwidecitizenship.com,

countries or regions in the world where war is ei-

reached through www.laveco.com.

which

can

also

be

ther being waged or could break out at any time.
In this situation, nobody is happy to put the health
and safety of their family at risk. A second passport
or residency permit offers the holder the possibility to

Offshore Banking

leave the danger zone at any time and relocate to
a different country, protected from the dangerous

Caye Bank, Belize

consequences of an armed conflict.
3.

Asset protection and taxation considerations. The

LAVECO Ltd. is constantly trying to update its bank-

question of asset protection is partly connected

ing palette. The banks we look for primarily are those

to the previous point, as war may lead not only to

which offer clients a wide range of banking services,

danger for individuals, but also to the destruction

not merely the usual “private banking” relationship.

of physical goods and assets. A second passport or

Factors which we consider particularly important, in

residency permit can also help provide protection in

addition to favourable banking charges, are remote

this case. At the same time, asset protection is an

operation via the internet, efficient performance of

important point of view for everyone, as dangerous

daily transactions and different possibilities for the

situations can arise even if there is no threat of war

issuing of bank cards. We recommend Caye Bank

in the country concerned. The main principle of as-

primarily for clients wishing to open accounts for

set protection is that it is beneficial for the person

companies registered in Belize.

www.laveco.com
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RAKIA Road Show in Hungary,
Romania and Bulgaria
The agreement for the avoidance of double taxation
entered earlier by the United Arab Emirates and

One of the OECD’s recommendations to the
banks is that where possible they should open accounts for companies registered in the jurisdiction
in which they operate. Although the Seychelles
is an excellent company formation jurisdiction,
its banking infrastructure leaves a little to be desired. There are very few banks in the islands, and

Hungary recently came into force, further strengthening
the economic ties between the two countries. The
Hungarian-Bulgarian Chamber of Commerce and
RAKIA (RAK International Authority), one of the free
trade zones from the emirate of Ras al-Khaimah, are
organising a joint Road Show in February 2015:
•

February 3rd – Budapest

•

February 4th – Bucharest

•

February 5th – Sofia

a number of those which are there only open

Participation is free for members of the Chamber,

accounts for local residents. The opening of ac-

while non-members need to register in advance and

counts for resident companies with the local Bar-

will be asked for a 10 EUR entrance fee at the door.

clays branch is a particularly slow and bureaucratic process. It usually takes at least 3-4 months
to open an account and the bank charges are
rather high. The Mauritius Commercial Bank,
on the other hand, one of the largest banks in
Mauritius, is present in the Seychelles, and approaches the opening of accounts much more
flexibly. Once they have checked the company

Participants will receive information on the terms, requirements and benefits of company formation in the
free trade zone. The chamber considers it important to
keep its members up to date with helpful information,
including opportunities which may arise abroad.
LAVECO Ltd., as a member of the Chamber, has
been offered the opportunity to give a presentation
on relevant questions. Accordingly, on February 3rd,
László Váradi will be shedding some light on the points
in the agreement for the avoidance of double taxation

documents, they invite the beneficial owner(s) for

affecting Hungarian businessmen, as well as providing

a personal interview, and then make their deci-

information on the latest developments in the agree-

sion on the account application within 2-3 days.
The only inconvenience, then, is that you have

ments on the automatic exchange of information. On
February 4th, Mario Ianculescu will be giving a presentation in Bucharest, while on February 5th in Sofia An-

to travel to the beautiful, idyllic Seychelles for a

drej Gramenov will take to the stage. At each event,

few days. Given that today numerous banks insist

simultaneous translation into English will be available in

on having at least one personal meeting with the
beneficial owner(s), this can hardly be considered
an “extra” requirement. This is a small price to pay

addition to the local language.
Participation will be free for members of the Chamber, while for other visitors the fee will be 10 EUR. As
the Road Show is not being organised by LAVECO Ltd.,

for a stable, smooth-running banking relationship

we would like to ask those who

outside the EU. The local LAVECO Ltd. office pro-

wish to participate to contact

vides comprehensive assistance in all areas, from
hotel reservations to ordering taxis.

the Chamber directly on the
following email:
kamara@hbcc.eu
The number of participants
is limited, so prior registration is required. In the
event of over subscription, applicarions will be
dealt with in the order received.

www.laveco.com
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LAVECO Ltd. – 15 years in Cyprus
15 years is a long time in the life of a small start up company. In 1999, when LAVECO Ltd. began in Cyprus as a

EUR can be paid tax free, while social security contributions are also a relatively low 17.4%.

one-man show, we were true pioneers. It was at the time

So, despite the banking crisis of last March, Cyprus can

when the legislation allowing foreigners to legally own

still offer companies involved in services, trade and invest-

more than 50% of Cypriot companies came into force.

ment such tax benefits as will make them more competi-

Until then, similarly to the Arab model, foreigners could

tive in the international arena than their competitors.

hold a maximum of 49% of the shares in local compa-

The staff of LAVECO Ltd., Cyprus, commemorated the

nies. LAVECO Ltd. was one of the first foreign businesses

company’s 15th anniversary in a good-natured celebra-

in Cyprus to be established in the offshore industry with-

tion and committed themselves to the next 15 years as

out Cypriot owners. It wasn’t easy at the beginning, and

well.

the period leading up to EU accession was particularly
difficult for us. EU accession in 2004 opened new doors
for Cyprus, as it became part of the European economic
bloodstream and its companies were able to trade freely
within the EU, taking advantage, as they still do today
in numerous cases, of VAT-free transactions. The tax climate in the island is still very favourable today. 2 years
ago, when one of the leading international consultancy
firms asked 400 European specialists which member state
had the most favourable tax climate, Cyprus was the
easy winner. It is not just the relatively low corporate tax
(12.5%) which helps them achieve this, but the tax system as a whole. A start up service company, actually
physically providing services, will find the most favourable
conditions in Europe here. The salaries of employees are
free from personal income tax up to an annual amount
of 19 500 EUR, which means that a monthly salary of 1600

United Kingdom
LAVECO Ltd.

Cyprus
LAVECO LIMITED

Hong Kong
LAVECO LIMITED

Hungary
LAVECO KFT.

Romania
LAVECO LIMITED
rep. office

3rd Floor, Blackwell House,
Guildhall Yard, London
EC2V 5AE United Kingdom
Tel.: +44-207-556-0900
Fax: +44-207-556-0910
london@LAVECO.com

Despina Sofia Complex
Apartment 101,
8 Inomenon Ethnon,
Drosia 6042 Larnaca, Cyprus
Tel.: +357-24-636-919
Fax: +357-24-636-920
E-mail: cyprus@LAVECO.com

Office Unit No.6, 26th F.,
Kin Sang Commercial Centre
No. 49 King Yip Street
Kwun Tong, Hong Kong
Tel.: + 852-2388-8051
Fax: +852-2388-2960
hongkong@LAVECO.com

33/a Raday street,
1092 Budapest,
Hungary
Tel.: +36-1-456-72-00
Fax: +36-1-456-72-01
hungary@LAVECO.com

58 Ferdinand I Blvd.,
7th floor, apart. 35.
Bucharest, Romania
Tel.: +40-21-311-6176
Mob: +40-747-595-132
Fax: +40-21-311-61-82
romania@LAVECO.com

Bulgaria
LAVECO eoOD

SEYCHELLEs
LAVECO Ltd.

Adriana Budevska No.2, Floor 5, Suite 2, Oliver Maradan Bld.
Ap.42, 1463 Sofia, Bulgaria,
Oliver Maradan Street,Victoria
1463 Sofia, Bulgaria
Mahé, Seychelles
Tel.: +359-2-953-2989
Tel.: +248-4-322-261
Mob: +359-888-126-013
Fax: +248-4-324-932
Fax: +359-2-953-3502
seychelles@LAVECO.com
bulgaria@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.

www.laveco.com
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