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to highlight other aspects of the process: that is, how all this is
going to affect the owners and managers of international companies and the company formation industry which serves them.
When I refer to purges in the title of the article, I am talking
about both parties. Starting from this year, we will see a significant purge in both clients using international companies and
the service providers who serve them. The complexity of the process, coupled with the fact that it is such a new phenomenon,
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inevitably means that not everybody will remain

have also fallen to a quarter of what they were

standing. In addition, it will not be worth it for

10 years ago. This is typical of the whole com-

everybody to maintain their existing company

pany formation industry, and the turbulence

structures. A good number of service provid-

which we are still feeling today began a long

ers will also be forced to give up the status they

time ago. The clients using companies, who in

have achieved. If I had to describe the situa-

the past registered and maintained 2 or 3 com-

tion figuratively, I would say that it’s like a course

panies, now think more rationally, and where

which tests both the horse and the rider.

possible, arrange their business affairs through

Although these may not be the only changes
taking place, I would like to highlight 3 circumstances for company owners and 3 for service

fewer and fewer companies.

2

It’s not worth it for small players. Cost
effectiveness and sensitivity will be

providers which, in my opinion, will be par-

important factors in the rationalisation process.

ticularly significant in 2017. Naturally, as with all

Maintaining an international company costs

attempts at classification,

more and more each

this is somewhat arbitrary,

year, and there are

and should not be consid-

a number of reasons

ered as hard and fast fact,

for this. The service

but at the same time, it will

providers

help to understand the

choice but to pass

process better.

the increased costs of

1

have

no

The downgrading or closing down of

compliance on to their clients. This effect could

oversized structures. The case of the

be two-fold, if the banks also take such steps.

Panama Papers and the company Mossack

This could mean up to 1000 EUR or USD per year,

and Fonseca provided a number of lessons. The

and may not necessarily be worth it for „smaller”

Mossack company itself is representative of the

clients. The cost of the various related services is

sector over the last 40 years. If we examine the

also increasing. As a result of the increased risk

number of companies they have incorporated,

involved, company directors are only prepared

it is clear that their company formation figures

to offer their services in exchange for higher fees.
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And the banks who are still prepared to work with

about the supply side? Is this going to change,

foreign clients, also expect higher fees for the ser-

as well? My answer is emphatically yes. The

vices they provide. All in all, this can add up to 2

market changes will certainly not leave the pro-

or 3 times the amount paid in earlier years.

viders in the international company formation

3

The nervous client drops out. It may not

industry untouched. Here are 3 of the possible

sound very nice, but it’s true. I’ve tried

significant factors:

to put it in simple terms, and it was certainly
not my intention to offend anybody. Those who

1

The end of the „cowboy” era. At the
end of the 90s and in the early 2000s

instigated the process are only too aware of

a large number of entrepreneurs decided to

the fact that the nerves of businessmen are

become specialists in the field of international

exactly the same as those of the rest of the

company formation and its related services. A

population, just as changeable and occa-

significant number of these had no idea what

sionally very unstable. Accordingly, if they

they were getting involved in. In the hope of

spend enough time bombarding them with

making a fast buck they began dealing in some-

various threats, there will always be a signifi-

thing about which they knew nothing, or very

cant number who throw

little. Unfortunately,

in the towel. This is exactly

they caused a great

what they are hoping to

deal

achieve with the constant

to their unsuspect-

changes.

ing clients by selling

Always

chip-

of

damage

ping away, increasing the

them

structures

tension, constantly threat-

which were either

ening with some or other sanctions. It is just a

oversized, or simply just didn’t work. There were

matter of time. The question is how many will

numerous cases, even through law firms, where

give up and when.

they managed to have the company incorpo-

If I wanted to use economic terminology, then

rated, but then couldn’t help in the opening of

I would say that up until now we have been look-

a bank account, or even sent their clients off

ing at changes on the demand side. But what

to banks which hadn’t offered the opening of
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accounts for such companies for years. They

trade. They now insist that participants be reg-

convinced people to buy 2 or even 3 companies

ulated persons, otherwise they can not become

when they only really needed 1. My favour-

involved in company formation, even as inter-

ite was the Russian businessman who was sold

mediaries in the process. Law firms are generally

a Scottish LP (Limited Partnership) with 2 Belize

exempted from this, though not in all countries,

companies as the members. That’s 3 compa-

as company formation is their inalienable right.

nies, whose annual maintenance is several

Company law providers can only become

thousand euros. But, not content with that, they

involved if they are licensed to do so by the

also persuaded him to open a branch in another

authorities of the given country. This is how they

country, and the poor chap ended up spend-

are trying to enforce the anti money-laudering

ing some 20 000 euros

legislation, and also keep

a year to maintain it

checks

– more than the 3 ini-

Obtaining such a licence

tial

can cost tens or even

companies

put

on

of

the

sector.

together! My other big

hundreds

thousands

favourite is the service

of dollars; not everybody

provider with a prefer-

can satisfy the personal

ence for Malta when it comes to clients looking

and material requirements being imposed by

to establish companies in the EU, even though

the legislation.

they know from the outset that they will not be
able to open a bank account for the company

3

Only companies providing complex
services will survive. The demands

in Malta, nor will they be able to obtain an EU

of the market have changed. The tightening

VAT number. So what can the client do with

of the regulations has led to an increase in the

the 300 grams of paper that he has paid 6 000

demands of the clients who use international

euros for?

companies. Today, it is no longer enough to col-

2

Unlicensed providers will be forced

lect the 300 grams of corporate paperwork from

out. International company formation

a law firm and smile politely as you bid farewell

is now more seriously regulated than the arms

to the lawyer. Numerous related services are
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required, which, if possible, the clients should be

natural market transition, a reflex reaction to the

able to find in one place. For years now, clients

changes introduced by the regulators that will

have been coming to LAVECO Ltd. and bringing

apply in the case of both the service providers

their own accountants, tax advisors or lawyers.

and the clients. The outcome, at least from the

For us this is completely normal, as we are not

point of view of the numbers, will be a process

only available as an internet interface, but our

declining in size: fewer clients and fewer service

clients can come in anytime and ask for advice

providers will remain standing. But then again

or pick up ideas. We provide working solutions to

that is just the market, the balancing of supply

those clients who are seriously interested in long

and demand. The automatic exchange of infor-

term advantageous corporate constructions.

mation has accelerated the process somewhat,

And there is another very important aspect of

but if we look at the long term market analyses,

this complexity. Tax-planning today has become

with time its role will be minimal. Just as can be

two-tier, and it is no longer sufficient to optimise

seen today, the introduction of the exchange of

taxation at the company level. The individ-

information hasn’t caused nearly as much panic

ual has become the focus of the process, so

in the market as many, primarily those creating

we too have to concentrate on the individual,

the regulations, had counted on.

and make our recommendations accordingly,
having examined the given situation.
2017, the year of purges. Maybe it sounds
a little cold or alarming. Not at all, this is a

With warm regards,
László Váradi
Managing Director
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Jurisdiction spotlight

Hungary
Location:

In Central Europe, in the Carpathian Basin.

Constitutional form:

Parliamentary Democracy

Population:

10 012 000 (2012)

Area:

93 030 km2

Capital:

Budapest

Currency:

Hungarian forint (HUF)

Official languages:

Hungarian

Time zone:

GMT +1

1. Company legal form:

Limited Liability Company

2. Method of incorporation:

The Memorandum and Articles of Association are signed
by the owner(s), certified by a local solicitor and then
submitted to the Registrar by the solicitor electronically.
Appointment of a local solicitor is required by law.

3. Possible suffixes to
company name:

Kft.

4. Time required for
incorporation:

Minimum 1 week.

5. Number of directors:

Minimum 1,

6. Number of members:

Minimum 1.

7. Capitalisation:

Minimum 3 000 000 HUF paid up capital.
•

VAT report must be submitted monthly/quarterly to the
tax authority (NAV).
Annual report must be submitted yearly to the tax authority and to the company register – if it is needed by
law, the annual report must be signed by an auditor.

8. Accounting / reporting
requirements:

•

9. Type of shares:

There are no shares in Hungarian limited liability companies. The percentage of ownership of each owner is set
down in the Memorandum and Articles of Association.

10. Annual tax and duties:

9% of net profit + cca. 2% municipality tax.

11. Registered office:

Local registered office is required by law

12. Double tax treaty:

Hungary has concluded Double Tax Treaties with a large
number of countries.
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Offshore Banking

Neue Bank: the reliable banking partner in Liechtenstein
The relationship between LAVECO Ltd. and

bank accounts here. It is possible to set up an

Neue Bank in Liechtenstein dates back more

account in Neue Bank with as little as 100 000

than 20 years and is extremely fruitful.

EUR, which is almost unheard of in the private

We recommend this bank to those who are

banking sphere. And, in our experience, it is not

looking for a fair bank in a reliable jurisdiction

necessary to wait months for the account, as

for the handling of their long term investments.

the professionals at Neue Bank react to cus-

The professionalism and expertise of the bank-

tomer requests extremely quickly.

ers at Neue Bank guarantees a high level of

The staff in LAVECO Ltd.’s banking depart-

service. Furthermore, it is worth highlighting the

ment will be only too happy to help those inter-

flexible and customer orient-

ested in the services offered

ed approach experienced

by Neue Bank.

by

customers

maintaining
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Interesting

What are co-working offices good for?
The co-working office, as a genre, is a relatively

by the company managing the office! People

new phenomenon in the business world. Although

renting space in a co-working office enjoy the

it is true that such offices have been operating in

convenience of the common space without the

western Europe and North America for decades,

headache.

they are still not particularly well known. So, how

The latest service offered by LAVECO Ltd. is a

can we really describe what a co-working office

250 m2 office space in the heart of Budapest, pro-

is really about? A co-working office is a place

viding those who buy a monthly, six-monthly or

where businessmen, who don’t maintain their own

yearly pass with numerous services. The passes,

offices, come together,

available

for

various

work in a common area,

periods of time, entitle

and take advantage of

the holder to work in the

the benefits offered by a

office between 8 a.m.

common office space.

and 8 p.m., Monday to

What are those ben-

Friday, and to make use

efits? First of all, cost

of the internet, printers

efficiency.

or photocopier, or just to

If

someone

decides to rent an independent office, there is a

relax and enjoy a coffee in the office. Two meet-

lot more to think about than just the office rental

ing rooms are available for those wishing to hold

fee. In addition to paying the utility bills (heat-

business meetings. The larger of the two, with

ing, water, electricity), the office needs to be

a capacity of 20-30, can also be used for pres-

cleaned. Other fees related to rates, building tax

entations, workshops or corporate functions. In

etc., are also usually passed on to the tenant. If

addition, the office complex in Ráday Street also

you have your own office, you also have to think

offers the possibility for Hungarian companies reg-

about furnishing it, arranging the internet, and

istered here to use the office as their registered

numerous other things required to make the

address. LAVECOWORKING Ltd., which manages

office operational. In the case of a co-working

the office, also forwards mail and post. The ser-

office, the headache caused by these costs is felt

vices of our lawyers, accountants and advisors,
8
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as well as other services, are not only available

far more conducive to working than the loneli-

to start-ups. Some of our existing clients also hap-

ness of a hotel room or airport lounge. And when

pily use the office services, as this gives them the

you get tired of working, the numerous cafes

chance to have all the convenience of a business

and restaurants in Ráday Street offer the perfect

presence in Budapest without the headaches.

opportunity to relax and unwind at all times of the

These services are particularly recommended

day. For more information on our co-working ser-

for foreigners and those living in the country. For

vices, contact the staff at LAVECOWORKING Ltd.

foreign businessmen not residing in Budapest per-

on the following contact details:

manently or for a prolonged period, it is hardly

1092 Budapest, Ráday utca 31/b

worth maintaining an independent office. Like

+36 1 456 7270

this, however, they can carry out their operations

lavecoworking@laveco.com

and meet business partners in a comfortable and

lavecoworking.hu

professional environment. A co-working office is

https://www.facebook.com/lavecoworking
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Important changes to taxes and visas in the United Arab Emirates
The tax system in the United Arab Emirates

that in order to be able to pay in the tax, those

is unique in the world. In the Free Zones, which

companies which operate within the country will

drive the economy, there is no corporation tax,

have to keep continuous records.

while the country’s residents are not subject to

At the same time, the local government would

personal income tax. The only state income from

like to make it easier for businessmen wishing to

taxation is the 5% import tax payable on goods

settle or become resident, particularly those with

imported from abroad. From 2018 the Emirates,

high intellectual capabilities, to achieve their

together with other Gulf states, are planning a

goals. Until now, if somebody wanted to settle

significant change with the introduction of VAT.

in the country as an entrepreneur, they needed

The standard rate is expected to be 5%. This will

a company and the physical place or address

lead to a considerable upheaval in the country,

which came with it. The requirements regarding

as up until now there hasn’t even been a state

visas for freelancers have still not been made

organisation responsible for collecting tax and

public. The one thing we know for certain is that

with whom returns had to be filed. The details are

the fee which will have to be paid for them will

still unknown, and as yet it is still not clear which

be between 15 000 and 30 000 AED (1 USD = 3.66

companies, products and services will be sub-

AED). The reason for the large discrepancy is that

ject to VAT. One thing which is clear, however, is

prices will vary from free zone to free zone.
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LAVECO Life

LAVECO success at the CIS Wealth conference
The LAVECO Group participated at the CIS

in international tax planning, though also touched

Wealth conference held in Moscow on February

on the possibiities for foreign companies to open

20th and 21st, 2017. In recent times the event has

bank accounts in Hungary. We would like to men-

been held several times a year in Russia’s major

tion that the presentation was extremely well

cities, and specifically targets companies pro-

received by the audience, and a long queue of

viding corporate services and asset protection.

people interested in finding out more formed at

The conference has become the foremost busi-

the LAVECO stand.

ness platform in Russia, and provides an ideal

The CIS Wealth conference proved to be an

opportunity for networking and the sharing of

extremely useful opportunity for LAVECO to

experiences.

make contact with new clients from the Russian

LAVECO was represented not only as an exhib-

Federation. Potential clients showed a great deal

itor, but also as a speaker. The presentation was

of interest in the company’s activities, and we are

given by Jekatyerina Váradi, the company’s

confident that we can provide a range of legal

commercial director, and dealt primarily with the

solutions to any problems which they may experi-

position of Hungarian and Bulgarian companies

ence and help them to achieve their goals.
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Contacts

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
cyprus@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

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

UNITED KINGDOM
LAVECO LTD.
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.
© LAVECO Marketing Ltd., Belize

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

