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Ever s ince people star ted get-

ting their hands on more and more 

fantastic smartphones, many users 

have felt the need to use them not 

just as telephones, but for capturing 

every moment for prosperity. It is now 

possible to take photos or videos any-

where, at any time and of any body. 

The human race now takes billions of 

pictures of itself every day, and self-

ies by the ton. Selfies in innumerable 

places, poses and situations. And, if 

we are talking about people, then 

naturally some clothed, and some 

unclothed. Among the youth of today, 

taking naked selfies and sending them 

to a boy- or gir lfr iend is extremely 

widespread, often resulting in the 

pictures being shared on the internet 

soon afterwards. This is the modern 

era, the internet world, far from the 

age of Victorian morals, when even a 

table leg had to be hidden by a spe-

cially designed cover.

There is something similar taking 

place in the world’s banking system. 

The fact that it is necessary, and has 

been for some time, to bare all in front 

of the banks is nothing new. Banks 

in the developed world have been 

asking for just about every detai l 

imaginable, from the precise descrip-

tion of business activities to the source 

of incoming payments, in regard to 

both personal and corporate bank 

accounts for at least 15 years now, not 

to mention the thorough identification 

of the private individuals who are the 

ultimate beneficial owners behind the 

structure. Like it or not, that’s the way 

it is, and if you’re not prepared to strip 

off, then you won’t get an account, 

and may even be placed on a black-

list for life, so even trying again later 

will be fruitless. Up until now, while this 

was all done rather discreetly, eve-

rything was ok. From 2017, however, 

when information exchange is due to 

begin, they will then send the informa-

tion they have collected from us (our 

naked selfies) to the tax authorities in 

the countries in which we are resident 
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for tax purposes. Who these countries 

then share that information with and 

where they forward it to, well, only 

time will tell.

I don’t think the analogy requires 

any special explanation. The only dif-

ference is that while I take the selfie 

myself, and I decide who to share it 

with and which parts of my anatomy 

to bare before my boy- or girlfriend, 

in the other case other people, or the 

banks, take the decision out of my 

hands, following the OECD Directive. 

They do all this in the name of trans-

parency, and in the interest of fighting 

tax evasion. Just who was it, I wonder, 

if anyone at all, who appointed the 

OECD to be the spearhead of this 

f ight? Or maybe they appointed 

themselves, as the producer of the 

main directive in the fight against tax 

evasion. And all of this is done by an 

organisation in which a significant 

number of the staff receive tax-free 

salaries!

From the point of view of the inquisi-

tors, the process appears extremely 

successful. Today just about the entire 

modern financial system has been 

subjugated by OECD regulation. The 

banks slavishly put into effect any rec-

ommendations. My experiences with 

bankers around the world 

have confirmed to me that 

many of these people truly 

believe that subjecting the 

world to strict regulation will 

actually make the situation 

better. This is a naive belief, 

but I don’t want to go into 

that now as that would be a 

huge red herring... 

The main point is that it is the banks 

that control everything, the banks 

which accept the rules of the game 

and convey them to me. If I accept 

them, then I can play, if not, then I 

have to leave the playing area: the 

bank is stronger. The current situa-

tion is that in this globalised world it is 

becoming more and more difficult to 

open and manage a bank account 

and perform banking transactions in a 

country other the country of residence 

of the beneficial owner.

The most vivid example of this in 

my experience was a bank in Malta. 

In our practice, Malta has always 

been something of an interesting 

case anyway. This small mediterra-

nean island has been a member of 

the European Union since May 1st 

2004. Its tax system contains many 

regulations which can be particularly 

attractive to foreign investors and 

can/could be put to great advantage 

by the clever businessman. This, of 

course, is where the difficulties begin, 

since although the corporate tax 

system is completely open and clear, 

acquiring an EU tax number in Malta 

poses particular problems, taking a 

great deal of time and patience, with 

no guarantee that it will be issued at 

all. In many cases, opening a bank 

account can prove even more of a 

test, often ending in failure.

On occasion, the failure can also 

be blamed on the client, who may 

not always provide sufficiently com-

plete responses to the bank’s requests. 

The real reason, however, is that the 

Maltese banks are simply not inter-

ested in taking on new clients, or are 

unable to decide themselves what the 

criteria for judging new account appli-

cations should be. In the latter case, 

too, the essence is basically the same: 

wherever possible reject applications 

for the opening of accounts by foreign 

clients.

The icing on the cake for me was 

the Maltese bank which placed the 

following four requirements on the 

opening of accounts:
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1. the company must be regis-

tered in Malta

2. the company must have a 

real office in Malta (substance)

3. the company must carry out 

its business activities in Malta

4. the company’s benef icial 

owners must be resident in Malta

From these criteria, it 

is quite clear that I, as 

a non-Maltese resident 

EU cit i zen wi l l  not be 

using this bank account 

to purchase wine from 

Por tugal wh ich I  w i l l 

t h e n  s e l l  i n  t h e  U K . 

Back in the days when I was a stu-

dent of economics, they explained 

comparative advantage as follows: 

sheep are raised in the UK because 

the climate is suitable and the grass 

is green as a result of al l the rain, 

while the Portuguese grow grapes, 

which is more suitable because of all 

the sunshine. The two countries then 

exchange wine and sheep, and eve-

ryone is happy. Eureka, here is the 

solution! We leave the banks out of 

the equation, and everyone starts 

bartering; a truly 21st century solution, 

and if we go a little further south, then 

we might even be able to exchange 

our sheep for brides!

The whole thing sounds a bit tragi-

comic, but that’s the way it is. We 

have already had similar experiences 

with a number of banks. It seems to 

point quite clearly to the fact that in 

the future the banks are only going 

to allow those structures where the 

company and the bank are in the 

same country. Cypriot company – 

Cypriot bank, Hong Kong company 

– Hong Kong bank, Emirati company 

– Emirati bank, Bulgarian company 

– Bulgarian bank, Liechtenstein com-

pany – Liechtenstein bank. Why have 

I given such a detailed list? The tra-

ditional offshore jurisdictions, such as 

Panama, Belize, British Virgin Islands, 

Seychelles, Marshall Islands etc. either 

do not have the necessary bank-

ing infrastructure, or do not open 

accounts for locally registered com-

panies. If the banks start to enforce 

the principle outlined above, then 

these countries, slowly but surely, will 

be consigned to the scrapheap. 

Naturally, the banks have com-

pletely overreacted to the whole 

situation. If and when the exchange 

of information begins in 2017, eve-

rything will be transparent, so what 

exactly are the banks afraid of? 

They report everything to the coun-

try in which the beneficial owner is 

resident, or from which the country 

in managed, and their job is done. 

Any taxation requirements have to 

be arranged by the individuals oper-

ating the company. I f they have 

omitted to do something, then the 

local authorities wil l instigate pro-

ceedings against them. Why then, 

under these circumstances, do the 

banks feel compelled to act as pros-

ecutor? Isn’t it enough that they have 

already been the informant?

Of course, there is a huge question 

mark over whether the whole thing 

will start in 2017, or whether we will be 

left with a half-baked plan covering 

half the world. My reasoning behind 

this thought can be spl it into two 

groups.

1. the d i f fe rences bet ween 

countries, differing interests and reg-

ulations, and the execution of the 

formal rules.

2. the solutions and methods 

developed by the inspectors.

The reasons beh ind my skep -

t ic i sm regard ing the f i r s t  g roup 

can be traced back to the differ-

ences between countries. Although 

numerous countr ies have s igned 

up to the Tax Information Exchange 

Agreements, it is still not all of them. 

Take Africa for example; almost an 

entire continent has been left out. 

Barclays bank is present in Ghana, so 

if this doesn’t apply to them, why not 

take our money there? Going by this 
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logic, then until every country in the 

world signs up, there will always be a 

gap in the system, a loophole. 

But is it really feasible that eve-

rybody wil l exchange information 

with everybody else? Are Israel and 

Pakistan really likely to swap informa-

tion, when they don’t even recognise 

each other’s existence? Or can we 

really expect the Americans or even 

the British to hand over to the Russian 

authorities the details of the accounts 

held there by Russian ol igarchs? 

These regulations all look very good 

on paper, but at the end of the day 

they are only worth as much as they 

achieve.

Here too, in the field of implemen-

tation, countries can be divided into 

two distinct groups: those which have 

Controlled Foreign Company (CFC) 

legislation, and those which don’t. 

In this respect, there is division even 

within the European Union. Almost 

all of the developed countries have 

such legislation, while a significant 

number of those which joined later do 

not. Beneficial owners of foreign bank 

accounts who are citizens of coun-

tries without such legislation are at an 

advantage over their counterparts 

in countries with CFC legislation. The 

„withouts” can hold funds far more 

freely in foreign company accounts, 

as they are subject to far fewer conse-

quences taxwise.

This is where the second element 

behind my doubt comes in, and that is 

the reactions. The market has already 

started working on solutions which 

will completely nullify the effects of 

the OECD directive. The use of nomi-

nee beneficial owners has already 

started, and providers are slowly but 

surely pricing the services, which we 

will be able to find on the internet 

before long. I personally have seen 

exactly this kind of document drafted 

by very serious law firms. However, 

there are still very big question marks 

over the legality and legal validity of 

such arrangements.

Of course, this could be seen as a 

message to the bureaucrats at the 

OECD: the more they try to regulate, 

the more aggressive and dangerous 

the reaction. They set their sights on 

cash transactions, as one of the main 

tools of the money launderers. And 

what happened? A significant part 

of financial crime now goes through 

the internet. The amount lost to card 

theft and fraud reaches billions of dol-

lars per year. I was amazed to read 

recently that a reward of 5 million dol-

lars was being offered for a hacker in 

the US. A tidy little sum! 

Not all that long ago, 

that was the amount 

being offered for the 

leader of Al-Qaeda. If 

we had stuck with cash, 

t h e n  b a n k  ro b b e r s 

might only get away 

with that amount in a 

whole year.

I have no doubt that the use of 

nominee beneficial owners will see 

the start of an even darker period and 

will be accompanied by a whole list of 

criminal activity for the world to face. 

Here, when the judge has had his final 

say and the dispute rages on, the 

Kalashnikovs start to speak. It’s sad, 

but that’s the way it is. In a globalised 

world, where global scale transactions 

are commonplace between coun-

tries and continents, they are trying to 

chain us and our banking affairs to the 

country in which we reside, deprived 

of the financial freedom which should 

naturally accompany worldwide glo-

balisation. This occupies a lot of my 

thoughts, for the time being, at least, 

without making me think about con-

spiracy theories. Or could it just be 

that everything going on in the finan-

cial world all around us only appears 

absurd and illogical to me?

Enjoy your read and the thoughts it 

provokes!

With warmest regards

László Váradi

Managing Director

Photo: Dean Mason
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Jurisdiction spotlight

Dominica

D o m i n i ca ,  o r  m o re  p re -

cisely the Commonwealth of 

Dominica, is often confused with 

the Dominican Republic. While 

the latter is primarily a Spanish-speaking country, also very 

popular as a tourist destination, the Commonwealth of 

Dominica is an English-speaking island nation, also located 

in the Caribbean. Dominica has been well known in the 

international business opinion as a popular 

jurisdiction for company formation in recent 

decades. What is not so well known is that 

Dominica is also one of the cheapest countries 

for the totally legal acquisition of economic 

citizenship. Citizenship can be acquired for 

as little as 100 000 USD in the case of a single 

applicant, 175 000 USD for applicant + spouse, and 200 000 

USD for an applicant, spouse and 2 children under the age 

of 18, where a non-refundable donation is made to the 

Dominican treasury. The naturalisation procedure takes 

approximately 6 months. Naturally, a clean criminal record 

and a scandal-free past are important, as each applicant 

is thoroughly vetted, and these may be reasons for rejec-

tion. The citizenship by investment program is extremely 

popular, with several hundred applicants, pri-

marily of Asian origin, being granted Dominican 

citizenship each year. LAVECO Ltd.’s dedicated 

website – worldwidecitizenship.com – contains 

detailed information on the Dominican pro-

gram, as well as the other countries which offer 

similar citizenship programs.

Afrasia Bank

LAVECO Ltd. has added a new banking partner in 

Mauritius. From now on, the services of Afrasia Bank will 

also be available to our clients. The success of our cooper-

ation with the ABC 

Bank in Maur it ius 

encouraged us to 

enter into nego -

tiations with other 

Maur i t ian banks. 

Afrasia Bank offers the ideal opportunity to those who 

wish to open current accounts quickly and cheaply, and 

to use the accounts for regular transactions. According to 

our experience to date, the only restriction is on compa-

nies involved in e-commerce, which will not be able to 

open accounts here. For exact details on the terms and 

conditions for the opening of accounts, please contact 

our customer service offices, where our staff will be happy 

to help.

Offshore Banking
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Topic Where does the signing of information exchange  
agreements currently stand?

We introduced this topic in the previous issue of the LAVECO 

Newsletter, reporting on where the signing of information exchange 

agreements currently stands. The last quarter has seen further agree-

ments signed between the 90 or so countries which have signed up, 

or agreed to sign up to the system. You can follow the exact list of 

countries on the dedicated blog dealing specifically with 

this topic on the laveco.com website. 

A significant development since our last Newsletter 

has been the publication on the OECD website of the 

Handbook designed primarily to offer guidance to 

the banks on the principles which should be followed 

in adapting their internal regulations and developing 

the technical background to cope with the information exchange 

system. Having read through the entire handbook, we have been 

able to draw 2 important conclusions:

1. The guidelines set down in the handbook are not hard and fast 

rules. The banks have been given a significant level of inde-

pendence, and in numerous cases it is left up to them to decide 

what conditions they place on, for example, client identifica-

tion, and what documents they accept from clients and when 

in the case of such issues as determining tax residence status.

2. This is obviously designed to place the responsibility on 

the banks, who, presumably will interpret the regulations 

differently. “The more banks involved, the more inter-

pretations there will be” is probably the best way to 

describe the situation. The banks’ lawyers are likely 

to apply the guidelines differently, so we should not 

be surprised if we come across different regulatory 

systems even when dealing with banks from the 

same country.

Will there be any point in offshore foundations after 2017?
The automatic exchange of information regulations also apply 

to private foundations for the protection of assets. Although such 

foundations do not have owners, the details of the beneficiaries are 

set down in the foundation deeds. When opening bank accounts, 

the banks either request these documents, or record the personal 

details of the beneficiaries on a separate declaration. In this way, 

the banks are obliged to report on foundations as if they were 

normal companies.

The automatic exchange of information regulations do not modify 

or override the other characteristics or functions of the foundation. So 

the private foundation will remain in the future an excellent vehicle for 

the protection of assets. Most people tend to think of asset protection 

as a defence against some state organisation or public authority. This, 

however, is not strictly so. The greatest threats to assets always come 

from the private sphere. A claim for damages as a result of a road 

accident, for example, or a drawn out divorce case with a spouse 

continually making claims on the assets can cause a far greater 

headache than most people would think. In most cases it is people 

from the asset holder’s immediate environment, such as family mem-

bers, friends, girlfriends, acquaintances and business partners, who 

are best able to enforce their 

financial demands, as they are 

the ones who can “see the other 

player’s hand”. A well planned 

and executed foundation will still 

be able to provide suitable pro-

tection against such claims in the 

future, too.

Interesting
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New manager, Antonis 
Chrysantou

A new manager has been 

at the head of the LAVECO 

Ltd. team in Cyprus since 

September 1st. Antonis 

Chrysantou spent 3 years 

working for the RCB Bank 

before joining LAVECO, so 

has excellent knowledge 

of the banking sphere. His professional experience and 

knowledge will provide us with invaluable help when deal-

ing with the banks’ compliance departments. Nor is the 

world of company formation unknown to Antonis. Prior to 

the RCB, Antonis spent a number of years working in the 

Limassol branch of Trident Trust, one of the largest interna-

tional company formation specialists in the world, where 

he gained considerable experience not only in Cypriot tax 

law, but also in relation to other popular company forma-

tion jurisdictions worldwide. Antonis 

is married, with one child, and lives 

with his family in Larnaca.

Adelina Santis: an experi-
enced player in a new role
Adelina has been in-

volved in the development 

of LAVECO Ltd.’s office in 

Cyprus since the very be-

ginning. It was with Adelina 

at the helm that the current 

company was granted its 

corporate service provider’s 

licence by CySec (the Cyprus Securities and Exchange 

Commission) on March 2nd this year. With 16 years of expe-

rience behind her, Adelina has now embraced a totally 

new field. Since July 1st she has been coordinating LAVECO 

Ltd.’s citizenship and residency project. This is a huge un-

dertaking in the life of our company, currently requiring an 

extraordinary amount of effort from those whose days are 

filled with organisational tasks and meetings with potential 

clients. With dual Bulgarian and Cypriot citizenship, Adelina 

is the perfect person to represent both 

countries and their citizenship by in-

vestment programs.

LAVECO Life

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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HUNGARY
LAVECO KFT.

33/a Raday Street, 
1092 Budapest, 

Hungary 
Tel.: +36-1-456-72-00
Fax: +36-1-456-72-01

hungary@LAVECO.com

CYPRUS
LAVECO LIMITED

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

ROMANIA
LAVECO LIMITED

REP. OFFICE
58 Ferdinand I Blvd., 
4th floor, apart. 15.

Bucharest, Romania 
Tel.: +40-21-311-6176

Mob: +40-747-595-132
Fax: +40-21-311-61-82

romania@LAVECO.com

BULGARIA
LAVECO EOOD

104 Akad. Ivan Geshov Blvd
Entrance A, 5th Floor, Office 8, 

1612 Sofia, Bulgaria
Tel.: +359-2-953-2989

Mob: +359-888-126-013
Fax: +359-2-953-3502  

bulgaria@LAVECO.com

SEYCHELLES 
LAVECO LTD.

Suite 2, Oliver Maradan Bld. 
Olivier Maradan Street,Victoria 

Mahé, Seychelles
Tel.: +248-4-322-261
Fax: +248-4-324-932  

seychelles@LAVECO.com

HONG KONG
LAVECO LIMITED

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
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