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10 years or so ago we didn’t 
even know of the existence 
of compliance departments, 
let alone what they did and 
how they worked. Even here 
at LAVECO, where we use the 
banks’ services day in day out, 
we were blissfully unaware. 
Of course, we all knew about 
the legal departments within 
the banks, just as was the case 
in general with large, serious 
companies.

The terrorist attacks against 
the USA on September 11th 2001 
led to new momentum in the 
fight against terrorism in all ar-
eas, and at the financial level 
they started looking at how 
these organisations were being 
financed through the banks. 
The EU announced a greater 
fight against the small tax ha-
ven countries, accusing them 
of “harmful tax competition.” At 
the same time the USA is also try-
ing to clamp down on its own cit-
izens who take their tax savings 
abroad. The OECD is also striv-
ing for the elimination of money 
from illegal activities, calling 

for transparency 
in financial pro-
cesses. Numerous 
countries, inter-
national organi-
sations and finan-
cial institutions 
adopt the OECD 
guidelines in or-
der to try and pre-
vent money laun-
dering. Various 
EU directives are 
introduced in an 

attempt to standardise anti-
money laundering regulations, 
and since the beginning of this 
century every EU member state 
has passed anti-money launder-
ing legislation, though with only 
limited standardisation. 

Naturally, financial institu-
tions, banks and other compa-
nies offering financial services, 
such as brokers, feature very 
prominently among the subjects 
of the anti-money laundering 
legislation. This makes sense, as 
without banks it is not possible 
to launder money, with the ille-
gal funds inevitably finding their 
way there. For the average busi-
nessman this would not provide 
a problem, since companies are 
not usually formed for the pur-
pose of money laundering, but 
for some business activity: pro-
duction, trade, services, invest-
ment etc.

The monitoring of procedures, 
identification of new clients and 
continuous tracking of their 
transactions is the competence 
of the compliance department, 
naturally in conjunction with the 

bank’s legal department. In this 
way, a new division is born within 
the bank, and its task is to ad-
here to the legal requirements. 
There wouldn’t be any problem 
with this, except that they too 
are financed by our money, 
the money which we, as clients 
of the bank, pay for banking 
services. At the end of the day 
the maintenance of the bank 
becomes more expensive as it 
has to employ more staff. But of 
course, this is all in our interest!

The real problem be-
gins when these people in 
Compliance start working. It 
would appear that for them the 
best thing would be if the bank 
had no clients at all, as they 
merely obstruct the bank’s op-
eration. If a client always makes 
the same transactions, then that 
is the problem, and if he doesn’t, 
then that is the problem. The 
only thing is, the bank also has 
to make all the usual super profit 
from somewhere, so sooner or 
later a conflict will arise within 

the bank between the business 
division and the compliance 
people who carry out the client 
identification and monitoring. Of 
course, this is not widely known, 
as none of the banks wash their 
dirty laundry in public, but when 
I had lunch recently on a small 
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island with the management of 
a not-so-small bank I quizzed 
them, after a couple of glasses 
of wine, on the subject of com-
pliance. One of them opened 
up and said: “If I granted these 
idiots everything they want, then 
we wouldn’t open accounts for 
anybody.” On another occa-
sion, another bank manager 
admitted that of the 10 require-
ments placed on clients, his 
bank would not be able to meet 
even one.

In the name of client iden-
tification compliance depart-
ments often ask for documents 
which don’t even exist, or, if 
they were ever produced, then 
would proba-
bly be fakes. 
In countries 
with the con-
tinental le-
gal system, 
for example, 
they are un-
able to com-
prehend that 
it is not possi-
ble to obtain 
a u t h e n t i c 
public docu-
ments on a 
c o m p a n y ’ s 
owners or 
directors in 
a significant number of Anglo-
American law jurisdictions. In 
many cases, it is only possible 
to obtain a common-law docu-
ment. Then, if they accept the 
common-law document, the 
next battle begins. Even if the 
document is authenticated with 
Apostille, for example, the word-
ing of the text written by the no-
tary public may not be to the lik-
ing of the man from compliance.

Their main enemy is the 
bearer share, because any-
body could be hiding behind 
it. In many cases, they are not 

even satisfied if the client or 
the company director declares 
unambiguously who the 100% 
ultimate beneficial owner or 
possessor of the bearer shares 
is. For them, the bearer share is 
the devil itself: this is what they 
were taught, and what is reiter-
ated to them in training courses 
several times a year. They have 
never even heard of the “dum-
my” company. If we think about 
it logically, even in the case of 
registered shares, we can not 
be certain that the name on the 
share certificate is that of the 
true owner. It could just be a trus-
tee. It is certainly not worth get-
ting into a fight with compliance 

about that, 
though. They 
have it written 
down in black 
and white… 
where it is not 
possible to de-
tect the true 
owners. At the 
same time, for 
the client the 
c o m p l i a n c e 
d e p a r t m e n t 
is an unseen 
and untouch-
able division 
within the bank. 
You can’t call 

them, can’t address a letter to 
them, and they don’t put any-
thing down in writing for outsid-
ers. They are simply just there, 
and show how clever they are. 
True, I have had the 
chance to speak to 
them once or twice. 
It was truly an incred-
ible experience. I ex-
plained to the head 
of compliance of one 
of the large banks, for example, 
why their system was lacking as 
they failed to deal with one of 
the most basic questions: that 

is, the reason why this whole 
compliance thing came about, 
to see whether a client exists or 
not. I pointed out to him that 
in Hungary we still 
haven’t even reached 
the point where the 
banks link the records 
of the public records 
office and the registrar 
of companies to their 
own databases and 
are able to see when 
an individual passes 
away or a company 
is dissolved or struck 
off. As a result, their systems are 
quite probably showing that the 
bank still runs accounts for hun-
dreds of dead people and de-
funct companies. In the world 
of online banking, anybody 
who knows the codes can log 
in to the account and withdraw 
money, and the bank would be 
responsible because they had 
failed to spot that they were 
maintaining an account for a 
non-existent client. The banker 
concerned reacted by giving 
me a dressing down: “don’t 
poke your nose into our system, 
because we are extremely thor-
ough and fully aware of the le-
gal requirements.”

Dear Reader, I wouldn’t be 
surprised if you had come across 
similar or even more hopeless 
cases. For me, the “more than 
3 countries involved” problem 
was the best. Basically, the bank 
wouldn’t open accounts for 

companies where more than 3 
countries were involved. Maybe, 
in this globalised world, you 
can not comprehend this. Let 

me explain. A Spanish business-
man establishes a company in 
Hungary because corporate 
tax is 10%, instead of the 35% 

in Spain. The com-
pany then transports 
beer from the Czech 
Republic to the UK, but 
as the businessman 
had asked his Austrian 
friend to be the di-
rector of the com-
pany, the Hungarian 
company decided 
to open a bank ac-
count in Austria. That 

is, it would open an account, but 
the Austrian bank informs them 
that, according to the compli-
ance department, the opening 
of an account is not justified be-
cause “more than 3 countries 
are involved in the enterprise.” 
Logical, isn’t it? Maybe there’s 
football on and maybe it’s sum-
mer, but the English fans can’t 
drink Czech beer because their 
thirst is not justified. At least ac-
cording to the compliance de-
partment, here in the 21st centu-
ry in the middle of a 27-member 
European Union.

But what can you, the poor 
victim, do? Sit back in your arm-
chair, watch the Olympics, drink 
your beer, while you still can, and 
enjoy life. Leave compliance to 
us at LAVECO. Unfortunately, we 
spend a significant part of our 
time fighting with them, instead 
of doing something more worth-
while. But we are now used to it, 
and generally we are winning 
the battle. Or at least in a signifi-
cant number of cases.

Wishing you a pleasant and 
relaxing summer watching the 
Olympics.

With warm regards,

 László Váradi.
 Managing Director
 LAVECO LTD:

2



www.laveco.com

LAVECO ®  since 1991.
2012/2  

Cyprus
Location: Island in the south-eastern Mediterranean

Constitutional
form: Democratic republic

Population: 1 138 071 (July 2012)

Area: 9251 Km2 of which 3355 are in the Turkish Republic of Northern Cyprus.

Capital: Nicosia

Currency: Euro

Official 
languages: Greek, Turkish, English

Time Zone: GMT+1

1. Company legal form: Private limited company by shares 

2. Method of incorporation: The owners forming the company must sign the company 
documents in paper form.

3. Company name: Limited or Ltd.

4. Time required for incorporation: 2-3 weeks

5. Number of directors: Minimum 1, private individual or company

6. Number of shareholders: Minimum 1, private individual or company

7. Minimum capital: 1 euro

8. Accounting / reporting requirements: Audited accounts must be filed each year

9. Type of shares: Registered

10. Annual tax and duties: 2-10% of net profit

11. Annual meeting: Required each calendar year. First meeting must be held within 18 
months of formation.

12. Disclosure of beneficiaries: Not required

13. Registered office: Local registered office is required by law.

14. Registered secretary / agent: Company secretary is required by law.

15. Agreements for the avoidance of double taxation: Cyprus has signed agreements 
with the following countries: Armenia, Austria, Azerbaijan, Belarus, Belgium, Bulgaria, 
Czech Republic, Denmark, Egypt, France, Germany, Greece, Hungary, India, Ireland, 
Italy, Kuwait, Kyrgyzstan, Lebanon, Malta, Mauritius, Moldavia, Montenegro, Norway, 
Poland, Qatar, Russia, Romania, San Marino, Serbia, Seychelles, Singapore, Slovakia, 
Slovenia, South Africa, Sweden, Syria, Tajikistan, Thailand, Turkmenistan, UK, Ukraine, USA, 
Uzbekistan.

Jurisdiction spotlight
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              The Seychelles: keeping of accounting 
records – amendments already

In accordance with the amendments to the International Business Companies Act 
of 1994 published on December 27th 2011, every company registered in the Seychelles 
should have made arrangements regarding the place where the company keeps 
its documents and records relating to its operations and business transactions within 
3 months of the date of publication. Every company should have defined that place 
within the islands, or elsewhere in the world, where the documents can be found. As 
interpretation of the law also proved difficult for the service providers, it was unrealistic 

to expect clients to respond in time, and the 3-month deadline was clearly too short. Therefore, the 
registrar of companies (Seychelles International Business Authority) issued guidelines in which it allowed 
a period of grace until December 31st 2012 for companies to meet the requirements, agreeing not to 
make inspections before then.

Cyprus: modernised 
Trust law

On March 8th 2012, the Cypriot 
Parliament (House of Representatives) 
passed the International Trusts 
(Amending) Law of 2012, amending the 
earlier International Trust Law of 1992 
and clarifying many questions, as well 
as modernising the whole law in ac-
cordance with 21st century asset man-
agement relations. Among other things, the amendments allow for Trusts 
established outside Cyprus to be re-domiciled to Cyprus, provided that 
the Trust Settlor and beneficiaries were not resident in Cyprus for tax pur-
poses in the year before the establishment of the Trust. From now on, un-
born children can be included among the beneficiaries, an important 
question from the point of view of family asset planning and protection. 
The time restriction on Trusts has been abolished, so now Trusts can not 
only be established for a maximum of 99 years, but for an indefinite pe-
riod of time. The new law increases the powers of the Settlor, particularly 
in the management and handling of the Trust assets. In future, owner-
ship of real estate in Cyprus will also be able to be included among the 
assets, which previously was not possible for Cyprus International Trusts. 
The regulations will be introduced with retroactive effect, meaning that 
they will also apply to existing Trusts.

Short news and ideas Cyprus: royalty collector Nr 1
In accordance with the amendments to the tax laws, income of com-

panies registered in Cyprus arising from royalties will be subject to a tax 
discount of 80%. According to the earlier laws, such income was subject 
to the standard 10% rate of profit tax. In line with the new law, however, 
taking into account the 80% discount, the maximum amount of tax will be 
2%. 2% really will be the maximum, as the amended law also states that for 
the first 5 years, 20% of the amount used for the acquisition of royalties can 
be deducted as an expense each year. Taking this into account, for the 
first 5 years the tax rate will not even reach 2%. The amendments will be 
introduced retroactively, coming into force on January 1st 2012. The inten-
tion of the Cypriot Parliament was to make companies registered in Cyprus 
even more competitive in the international market, providing even more 
scope for businessmen wishing to establish their international holding cen-
tres in Cyprus, or transfer existing ones to the island. This is made possible 
not only by the attractive tax rates, with local enterprises generally paying 
the standard rate of 10%, but also by the extremely wide range of expenses 

which can be deducted.
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Bearer shares: are their 
days numbered?

Bearer shares have been extremely popular in the 
jurisdictions where the legislation allowed for the issue of 
such shares. Although in the past it really was possible to 
own a company anonymously with this type of shares, 
this possibility has no longer been available for at least 
10 years. The majority of the world’s banks, for example, 
require from their clients a declaration regarding the 
true beneficiary, possessor or owner of bearer shares. If, 
that is, they will talk to such companies in the first place. 
As I mentioned in my leading article, numerous banks 
even close the door on companies which theoretically 
have the possibility of issuing bearer shares. It is worth 
thinking very carefully before opting to use this type of 
share, as it may lead to many complications in the future 
operation of the company, and in the face of meeting 
anti-money laundering laws, anonymity can no longer 
be maintained. The operability of a share company is 
another practical question. The most important decision-
making forum of a share company is the shareholders’ 
meeting, which all authorised shareholders are entitled 
to attend and where they can exercise their rights. In 
the case of bearer shares, though, where does the 
director send the invitation to the shareholders’ mee-
ting? Generally, they are sent out to the last address of 
the shareholder recorded in the share register, though 
other means may also be used. And although in today’s 
world the possibility is there to vote via the Internet, the 
lack of a postal address may lead to serious obstacles in 

the lawful operation of the company.

Solar power stations
in the Sahara

In just six hours 
of sunny weather, 
the world’s deserts 
are capable of 
producing more 
solar energy than 
the human race 
produces and 
consumes in one 
year from oil, gas, 
fossil fuels and 
renewable energy 
sources. By 2050 the 
world population is 

expected to reach 10 billion, so alternative sources must 
be introduced to cover the world’s energy needs. One 
of the most promising efforts is the giga-sized project 
of the Desertec Foundation, established in 2009 to try 
and produce electricity with the help of so-called solar-
thermal parabolic power plants in the North African 
Sahara. The essence of the solar-thermal power plants is 
that the sun’s energy is collected by parabolic reflectors, 
and directed to heat storage tanks filled with water, 
special salts or oily solution. The steam, heated to several 
hundred degrees, drives the turbines, which produce 
electricity, which is then transmitted to the consumer 
via traditional transmission lines. Of course, the whole 
thing is a little more complicated than that, as, in part, 
instead of water they use oil, which retains heat better, 
meaning that even after sunset they can continue 
to produce electricity for up to 8 hours. The idea is 
extremely promising, even taking into consideration the 
fact that it currently costs 5-8 cents to produce 1 kilowatt 
of energy using wind turbines and 16-23 cents using solar-
thermal techniques; these costs, however, are expected 
to be reduced drastically in the future. According to the 
calculations of the Desertec project, they could produce 
15% of Europe’s energy requirements from a 2500 square 
kilometre desert power plant, and the initial set up cost, 
including transmission lines, would be some 400 billion 
euros.

Topic Interesting
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United Kingdom
LAVeCo Ltd.

3rd Floor, Blackwell House,

guildhall Yard, London

eC2V 5Ae United Kingdom

tel.: +44-207-556-0900

Fax: +44-207-556-0910

e-mail: london@laveco.com

HUngArY
LAVeCo KFt.
33/a raday street, 

1092 Budapest, 

Hungary 

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

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

e-mail: hungary@laveco.com

CYprUs
LAVeCo Limited

Despina Sofia Complex

Ap. 202, United nations 8

drosia 6042, Larnaca, Cyprus

tel.: +357-24-636-919 

Fax: +357-24-636-920

e-mail: cyprus@laveco.com

romAniA
optitAx s.r.L.

59 Buzesti str., A5 Block
1st scale, 1st Floor, 62nd Flat,

1st district, Bucharest, romania 
tel.: +40-21-311-61-76 
mob: +40-747-595-132
Fax: +40-21-311-61-82

E-mail: office@optitax.ro

BULgAriA
LAVeCo eood

porto Lagos no.1,ent.2,Floor 5, 

Ap.42, 1463 sofia, Bulgaria

tel.: +359-2-953-2989

mob: +359-888-126-013

Fax: +359-2-953-3502  

e-mail: bulgaria@laveco.com

seYCHeLLes 
LAVeCo Ltd.

suite 2, oliver maradan Bld. 

oliver maradan street,Victoria 

mahé, seychelle-szigetek

tel.: +248-4-322-261

Fax: +248-4-324-932  

e-mail: seychelles@laveco.com

LAVECO life
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Opening	of	new	office	
premises in Cyprus

On June 1st 2012 LAVECO Ltd. opened a larg-

er, more spacious office in Cyprus. The LAVECO 

team had outgrown the original office they had 

been using for 13 years since 1999 and which 

was now just too small. The new office meets 

all the requirements from every point of 

view of a company involved in today’s 

company formation and administra-

tion world. 

Our staff and business partners 

enjoyed a pleasant official opening 

celebration, which also saw a priest 

from one of Larnaca’s churches bless 

the premises in keeping with orthodox 

traditions. We hope that our new office 

will serve us for many years to come, to 

the satisfaction of both our current and 

future clients.


