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The year 2030 

After an unnerving day at the office and too many hours of biting my nails while stuck in a 

traffic jam, I finally sit with a glass of excellent Médoc and think about the day’s activities. 

I’m already trying to mentally prepare and even reload for tomorrow. I must confess I can’t 

refrain from checking the messages that make my phone beep. I quickly send a short reply 

to one message, the last one of this never-ending day. More asleep than awake, I skip a TV 

commercial and watch today’s news bulletin. While the images of another suicide attack in 

Iraq hardly reach my retina, somebody is persistently ringing my doorbell. I don’t know 

what’s happening, so I jump from my comfortable couch. My limbs are stiff and I rub the 

sleep from my eyes. Who is ringing? One look at my watch tells me it’s already 11 p.m. 

Distracted by the unknown person standing outside, I rush downstairs and open the door 

without hesitation. Two men in suits stand there looking at me. The older of the two stares 

at me with a severe and angry look. 

 

He asks, “Sir, what does this mean?” “Did I do something wrong?” I try to sound innocent 

with my reply. The man looks at his watch which is too big for his wrist and his companion 

does the same. “It’s after 11 p.m., you do know that for the past two weeks there has been 

a fiscal curfew in place, according to article 10022, §100, quindecies, paragraph 3 of the 

Law of December 22nd 2029, which came into effect on the first of January 2030.” “Oh yes, 

I forgot all about it, sorry.” I reply in an innocent voice unused for many years. “I forgot, 

forgot…” “That doesn’t sound like a legitimate excuse to me” came the reply followed by a 

“No, it doesn’t” confirmation from the younger man. “As you already know, we’re forced to 

impose a special tax if you can’t prove the impact of a force majeure or if you aren’t part of 

an exempted category. Taxpayers who use artificial light after 11 p.m. are guilty of a 

violation of the environmental tax and the recently established tax on health solidarity. As a 

result, your environmental footprint expands, which can and will be rectified by a special 

ecotax fine. If there are future violations, this fine increases by 500%, and your name will 

appear on a website created for this purpose only, which can result in an additional fine 

being imposed by the local authorities. Moreover, we have indisputable proof that you have 

an unhealthy way of living. Your lack of sleep enlarges the chance of hospitalization or any 

other reimbursed healthcare treatment. We, therefore, are forced to impose a special tax on 

health solidarity. We must presume that staying up late at night is resulting in an overuse of 
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your sanitation facilities, which means your ‘tax on the restriction on unnecessary use of 

sanitary fittings’ will increase for the next two months.” The elder man just spit all these 

words out in one breath. “And last but not least”, completes his younger colleague, “you’ll 

receive an invoice for our operations”. 

 

This might sound somewhat far-fetched, but you can take it from us: this science-fiction 

scenario might soon become a reality. Under the guise of a battle for a better living, both for 

environment and solidarity, many national governments are imposing new taxes. Pure 

hypocrisy. The methods used to control these blasted taxes are becoming more inventive 

daily. From the day we’re born, taxes become an integral (although unwanted) part of our 

lives. You can run, but you cannot hide: the Internet, cameras, inspections… are monitoring 

our daily ‘ins’ and ‘outs’. Why? Definitely not to make our lives safer and our society more 

honest, as some might pretend. The greedy money-guzzling machine, also known as 

‘government’, needs feeding. That’s the only reason!  

Don’t feed the monster! 
 

The only certainty for the creation of a small government and fewer taxes is ‘outsourcing’. 

Privatization of every authority is distinctly possible. There’s nothing new about it as some 

might think. Mercenaries have existed for centuries – even the army was once a private 

organization. The Swiss Guards in the Vatican, for instance, were all mercenaries before 

they became folklore. Private organizations measure success based on the prosperity of the 

company, which in turn depends on the commitment of its employees and directors. A 

company that doesn’t respect this principle will eventually ingloriously meet with disaster in 

a flood of competitors. That’s exactly how it should be. Moreover, companies that claim to 

be successful need to be cost efficient.  

 

Governments by contrast are organizations that have a monopoly, meaning they don’t face 

competition, which in its turn implies that the principle of commitment of the staff members 

and the principle of cost efficient management doesn’t apply to them. What are the 

parameters an ambitious government official uses to measure up to his colleagues? The size 
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of the budget he manages and the number of employees that work for him are two 

important criteria. In other words, an ambitious functionary is continuously looking for more 

people and more budgets, even if there’s no need for either of them. Should we even 

mention that this way of working, so typical for many governmental organizations, frees the 

path towards extravagance and inefficiency, and ends with remarkable and unrelenting 

gluttony? Public authorities never have enough, they always try to get more. An urgent halt 

to this governmental greed in every way is essential. 

 

For a government, more money means more possibilities and more power over its citizens. 

This leads to a never-ending flow of even more and bigger expenses, a negative spiral 

eventually ending in an irreversible implosion of society. The authorities can only get their 

money from the successful and prosperous, and not from themselves. Governments are 

overfed octopuses grabbing whatever comes within their reach. 

The myth of social engineering 
 

The concept that taxes have a balancing effect, by transferring funds from the rich to the 

poor, is a myth: don’t believe it! This so-called ‘social engineering’ is a figment of the 

imaginations of cheap wine drinking left-wing pseudo-intellectuals. We certainly don’t want 

to encourage the creation of a heartless or uncivil society, but too many governmental 

seizures automatically result in fewer investments, higher unemployment and collective 

poverty. Recent history has already shown this. How can people learn so little from history? 

 

The problem with most governments (for example in Western Europe) is the following: Most 

of them want to get their hands on other people’s money because they know how to hand it 

indirectly to their followers in exchange for votes. That’s why they’re not interested in 

making a distinction between tax avoidance and tax evasion (the distinction will be 

explained in the following chapters). Ok, these governments want to be there for the people 

who need them and honestly, that’s why a government including a socialist movement is 

necessary in today’s society. A part of total tax revenue should go to the people who need 

it, no doubt about it. In fact, nobody is arguing that no tax should be paid anywhere 
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because clearly, that would be wrong. However, the way many governments are reasoning 

and acting now is also wrong. The unbelievable stupid thing about these governments is 

that they’re stuck in a circular argument and they’re just not economically literate enough to 

realize this. 

 

Most politicians never heard about the Laffer curve and the accompanying most efficient tax 

rates to achieve high tax revenues. And so many governments are sadly stuck in their 

circular argument of raising taxes, and raising taxes, and raising taxes, in order to get more 

incoming tax revenue... In reality, this approach doesn’t work. All politicians should get a 

clue about the basics of economics and human nature… Most politicians don’t seem to 

understand that government tax revenue actually decreases when there’s too much tax 

pressure on particular income streams. First, people no longer bother to find more work 

when they reach a particular tax rate. They’re just sick and tired to give 50% or more to 

these bureaucratic money-guzzling monsters. Secondly, people are being stimulated to fulfil 

an emerging need, the need being to create a tax avoidance structure that would allow 

them to pay less than the excessive tax rates.  

Is there such a thing as a governmental diet? 
 

A government is like an obese patient who must be monitored strictly. That’s why the Swiss 

canton system isn’t bad. The cantons have a big fiscal autonomy and fight among 

themselves for the sharpest tax rates to attract companies and individuals. This is a never-

ending exercise in frugality and efficiency. And that, ladies and gentlemen, is exactly as it 

should be. Money that belongs to somebody else must be spent wisely. Many money-

guzzling governments don’t realize their tax systems work both ways. Individuals and 

companies should pay taxes to enjoy the benefits, public services and the protection of the 

country in which they’re residing. That’s what we always read and hear in the media. But 

this statement tends to forget the other side of the picture: governments should deserve 

their residents (both individuals and companies) and treat them with respect, also taxation-

wise.  
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Just to wake you up, let’s have a look at the following study which calculated the Tax 

Freedom Days for the 28 EU member countries for the year 2014.1 

Cyprus: March 21  Estonia: June 10  The Netherlands: June 21 

Malta: April 28  Spain: June 12  Sweden: June 23 

Ireland: April 28  Croatia: June 13  Italy: June 30 

United Kingdom: May 12  Poland: June 14  Romania: July 01 

Bulgaria: May 18  Lithuania: June 18  Germany: July 11 

Luxembourg: May 30  Czech Republic: June 19  Greece: July 14 

Portugal June 06  Finland: June 20  Hungary: July 16 

Denmark: June 07  Slovakia: June 20  Austria:  July 25 

Slovenia: June 08  Latvia: June 20  France: July 28 

      Belgium: August 06 

                                            

1 For the fifth consecutive year, a EU wide calendar of “Tax Freedom Days” for typical workers in 

each of the 28 EU member countries was released for the year 2014. The study was published by 

New Direction (The Foundation for European Reform being a free market think-tank established in 

Brussels in 2010 to add innovative ideas and encourage reform efforts in Europe) and Institut 

Économique Molinari (an independent, non-profit research and educational organization based in 

Paris) with data provided by Ernst & Young. By using one consistent methodology across all EU 

member countries, with data reflecting the tax reality experienced by real, working people, the study 

calculated the Tax Freedom Days for 2014. More specifically, the authors analysed annual salary 

figures for typical workers from Eurostat and the OECD and payroll tax calculations were made by 

Ernst & Young. 
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A Tax Freedom Day is the first day of the year on which a worker theoretically stops working 

to pay taxes to the state and begins to receive his earnings in his own pocket. In other 

words, it’s the first day of the year on which a nation as a whole has theoretically earned 

enough income to fund its annual tax burden. 

 

Some conclusions: 

 

The Average Joe in the European Union saw his average ‘real tax rate’ rise again, from 

45.06% in 2013 to 45.27% in 2014.  

 

Let’s not kid ourselves, toiling and moiling for a government isn’t normal! The average 

donation of 45.27% of our income to a solitary society isn’t normal! Why do we accept this? 

Why don’t we raise our collective voice and object to this injustice? We believe one of the 

underlying reasons is what James Rogers, one of the authors of the study, mentions: 

“Employer contributions to social security, which are paid on top of gross salaries, represent 

44.1% of all payroll taxes collected in the EU. These taxes, along with VAT, are largely 

invisible to employees.” 

 

Finally, yet importantly, a lot of these governments have a massive public debt. Instead of 

lowering their public debt, most of them happily continue to attain their yearly budget 

deficits. Growing the public debt is what they believe is great work. How sad, it’s a pure 

negation of economic principles, orchestrated by (trustworthy?) politicians. Without being 

ashamed of it, the majority of politicians continues the window dressing in order to secure 

their (multiple) posts. How can such greedy governments have such an enormous public 

debt combined with an excessive taxing policy, yet nobody does anything? This is complete 

madness and without discussion a real threat to our descendants. 

http://en.wikipedia.org/wiki/Nation
http://en.wikipedia.org/wiki/Tax_burden
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Don’t blame yourself, blame the government! 
   

Now that many governments have financial difficulties, the hunt for the assumed swindler is 

wide open. People who try to avoid taxes, which is legal as opposed to evading taxes, don’t 

do this out of selfishness. No, they act this way because they think it’s completely unfair that 

the government tries to run off with the results of their unflagging labour, the so-called 

taxes… It’s nothing but legalized robbery! You’re born into a particular society and the 

authorities instantly drown you with rules and duties, you just cannot get away from them. 

You never asked them to do these things for you, and you certainly never asked for the 

invoices for these ‘services’ you never ordered. If you start thinking about all this, you’ll 

refuse to ‘donate’ your money to be poured down the governmental drain and to be 

transferred to all sorts of authorities, committees and other uncalled-for organisms.  

Fiscal competition is our only hope 
 

Apart from a never-to-happen mass-rebellion by ‘the common people’, fiscal competition is 

the only method that can force the authorities to lower the imposed taxes. In the past, most 

rates were around 50%. Iron Lady Margaret Thatcher was the first to break through this 

established practice. Nowadays, it’s a long one-way road with no exits. Under pressure from 

the former Eastern European Communist countries, where people had an aversion to the 

government and its apparatchiks, the Western European countries reluctantly lowered the 

rates of corporate taxes. If not, they would have neglected all investments and... revenues.  

 

Inside and outside Europe, tax-friendly jurisdictions - tax havens, low-tax countries or 

whatever you might want to call those places - became a dire necessity. Without them, the 

governmental greed of several high-tax countries would never be restrained. Who says 

these governments will stop when they take 60% of your income; maybe these monsters 

will only be satisfied after 90%? It’s like an alcoholic who only stops drinking after he’s 

completely soaked and sinks in his own misery. Having said that, let’s say a few words 

about the OECD, a band of moralizers who feel strongly about combating tax avoidance. 
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OECD: more than scandalous 
 

The OECD (Organization for Economic Cooperation and Development), with its principal seat 

in Paris, turns out to be a brave knight who fights in every possible way against the low-tax 

jurisdictions. This bureaucracy is acting at the behest of uncompetitive nations and 

pressures low-tax jurisdictions in an attempt to hinder the flight of capital and jobs from 

high-tax countries. It may be very clear that the OECD’s anti-tax competition campaign is a 

campaign with the sole purpose of propping up the overfed octopuses (read governments) 

of high-tax welfare states. In other words, the OECD’s pro-tax harmonization campaign is an 

effort to feed the inefficient money-guzzling governments of high-tax welfare states. Why? 

Tax harmonization across the world would prevent taxpayers from benefiting from a better 

and more honest tax system in other countries, which explains why uncompetitive nations 

are supporting the campaign of the OECD. 

 

Besides economical opposition against the OECD, there’s also something to say about the 

immoral and scandalous behaviour of this organization. If we would know only half the 

advantages and privileges of the OECD and its staff members, we would realize this 

organization, consisting of ‘free riding individuals’, is a real disgrace. How do these people 

dare to lecture other people on how to pay their taxes if they don’t pay anything 

themselves? Yes, you understood us loud and clear: Paris is the home of an organization 

that relentlessly combats low-tax jurisdictions, and meanwhile doesn’t pay any taxes itself. 

All assets, earnings and properties of the OECD are exempt from taxes, every possible tax. 

But that’s not all: even the pampered OECD officials live a tax-free life.  

 

The next sentence comes straight from the website of the OECD: “The OECD is entitled to 

diplomatic privileges and immunities, as are officials and member country representatives. 

The OECD is exempt from paying taxes related to its operating revenue and expenses.”  The 

OECD offers tax-free salaries with benefits packages (including expatriation allowance and 

family allowance) to its employees. Should an OECD employee accidentally have to pay a 

local tax fee or expense, then the OECD ensures a full refund of the amount paid.  
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This book is an attempt to inspire people about how to make themselves invisible to greedy 

tax inspectors of money guzzling governments. What began as a hobby has become a 

passion, and we would like you to share in this passion. We want to offer you a travel guide 

to some places that aren’t so shady as you might believe. The tax monsters around the 

world can’t do anything about the features and opportunities of these places and won’t be 

able to sit uninvited at your table to grab your food. Knowledge is power so let us empower 

you with this book.  

 

Finally, a small word of warning… This book is not a manual for swindlers. Tax fraud or 

urging someone to commit fraud is a criminal fact and we surely distance ourselves from 

any type of criminality. If you want to break the rules, this is your own responsibility.  

 

IVEN DE HOON 

DAAN DESLOOVER 

Antwerp, Belgium, September 2015 
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The banking secrecy? 

Long live the banking secrecy! 
 

We’re extremely annoyed with the relentless attacks of some national governments on the 

banking secrecy. We also consider the fact that the so-called specialised media confirm the 

alleged downfall of the banking secrecy silly and unwise. Then there are the private bankers 

who are chuckling and rubbing their hands together while nodding in agreement that the 

banking secrecy has had its days. This last category gets overexcited by the idea of all these 

funds coming back to the reliable domestic bankers. We don’t share this opinion at all.  

 

Privacy is very dear to all of us. We think it’s something very beautiful. Privacy is an 

outstanding antidote to a too greedy and omnipresent government. Without privacy there’s 

dictatorship. Privacy consists of one bundle of rights... It forms an entity.... You can’t take 

just one out. It’s essential that no one needs to know how much capital an individual owns, 

this is part of his/her privacy. This is a highly personal matter, just like no one needs to 

know the colour of my underwear.  

 

A frequently heard quote is: “I don’t care about banking secrecy, I have nothing to hide”. 

People reasoning like this are unaware of the potential implications. This kind of reasoning 

makes no sense at all. Typically, a government is a monster that craves for more and more 

income. It wants to attract more capital and more power in order to stretch out its tentacles 

as an insatiable octopus to its citizens and to subsequently occupy itself with all aspects of 

life, such as entrepreneurship. Banking secrecy is one of the elements to curb this 

greediness of many governments and that’s why we believe it will never die. 

 

Governments should better wonder why citizens are fleeing their countries. Indeed, because 

the tax burden is unacceptably high, partly due to a squandering government. As long as 

nothing fundamental will be done about this, there will always be people and companies 
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who keep their money from the jaws of their own governments – for the most part in a 

perfectly legal, but creative way. Singapore and Hong Kong will welcome European and 

other funds with open arms. For those who have their doubts: banking secrecy still exists in 

Panama, Lebanon, Hong Kong, Singapore, and many other jurisdictions...  

 

The agreements that were concluded (and still are concluded) on information exchange 

imply some changes in practice, but it isn’t disastrous like the media are pretending! Unless 

you’re an American citizen, you can still enjoy from jurisdictions with banking secrecy. 

Spontaneous information exchange only exists for US citizens worldwide (due to the FATCA 

legislation of the USA) and for European citizens who are banking in jurisdictions 

participating in the European Savings Tax Directive. This means that spontaneous 

information exchange does not exist in all other cases. Non-spontaneous information 

exchange is possible in very specific cases of fraud and it’s a very tough procedure. 

 

So, in conclusion, we would like to say that low-tax jurisdictions and banking secrecy are 

essential cornerstones for the preservation of our freedom and privacy in general and for 

the entrepreneurial freedom and financial privacy in particular. Without them, the day will 

come that even breathing will be taxed. 

The origin of the banking secrecy 
 

The history of the Swiss banking secrecy teaches us many things. It teaches us to 

understand that in reality, there’s nothing new under the sun and that the same leftist 

money grabbers are still on the warpath. History also shows us the importance of banking 

secrecy as part of our privacy against dictatorships. 

 

The so-called Edict of Nantes was issued on the 13th of April 1598 by the French king Henry 

IV. This Edict granted the Protestant Huguenots specific rights. There was the right to 

practise their religion in churches that were already being used for this purpose, the right to 

conduct trade, the right of inheritance, the right to work,… In a nutshell, this is how they 
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wanted to establish peace between religions. But in 1629 the French king Louis XIII (son of 

Henry IV) disenfranchised the Huguenots again. From that point onwards, everything went 

downhill fast. For example, Louis XIV (son of Louis XIII) became even more devoutly 

Catholic, and eventually revoked the Edict permanently in 1685. Louis XIV declared 

Protestantism illegal with the Edict of Fontainebleau and as a consequence, tens of 

thousands of Huguenots fled France. 

 

However, the truth of the matter was that the French kings were only too pleased that they 

could borrow money from Geneva bankers. And guess what? Many of these Geneva bankers 

were French and… Protestant. For the bankers, these French kings were excellent parties to 

lend to, they needed money and they had excellent reimbursement options. And that’s how 

the seeds of the banking secrecy were sown. Obviously, no one was supposed to know that 

the French kings borrowed money from the Protestants. In order to keep this unknown, an 

arrangement was made in 1713: the bankers weren’t allowed to reveal who their customers 

were, except with the consent of the city council. In the end, even Napoléon became one of 

the best customers of the Geneva bankers.  

 

In 1934, the Swiss federal parliament included the concept of banking secrecy in the law for 

the first time, and punished anyone who would violate it. There were two big incentives at 

that time: the international crisis and the growing Nazism. If we extend the story to today, 

we find two similar tendencies trying to kill the banking secrecy: on the one hand the 

international crisis and the hunger for money from the squandering governments and the 

(alleged) struggle against terrorism on the other hand. 

 

In the thirties of last century, Édouard Herriot was several times in power with his radical 

party in France. At that time (even then), two staff members of the Basler Handelsbank 

(BHB) were arrested in Paris in 1932 by the French police. The two met with French citizens 

to help them avoiding the coupon tax in France. A list containing more than one thousand 

client names, who had invested money in Switzerland, fell into the hands of the French 

authorities. It involved prominent members of the French society such as a senator, a 

former minister, a bishop, some generals and many entrepreneurs. Even then, the then 
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existing government wanted to impose additional taxes on these people and wanted to 

negotiate with Switzerland to obtain information about French citizens who had money in 

Swiss banks (of course, bank officials refused to supply further details). Soon after that, the 

government Herriot collapsed and the matter fizzled out eventually. Suddenly the Swiss 

started recognizing the importance of an airtight banking secrecy and took the necessary 

legislative initiatives: a law was enacted in 1934 which made it a criminal offence to violate 

the banking secrecy. 

 

Nazism was the other important cause of the expansion of the Swiss banking secrecy. The 

Nazis came into power in Germany in 1933 and it was hardly surprising that many Germans 

and Jews brought their funds and property to safety in the Swiss banks. In June 1933, the 

Nazi government issued a law forcing all Germans to declare all their assets held abroad 

under penalty of at least three years imprisonment (but in practice the death penalty was 

more current). In July 1933, only one month later, another law was enacted: the ‘law on the 

seizure of unpatriotic and anti-state assets’. This law constituted the legal basis for the Nazis 

to start confiscating all the assets (also these held in Swiss banks for example) of political 

opponents and Jewish citizens! These ‘political’ opponents and Jewish people holding 

accounts with Swiss banks were then harassed by the Nazis who confiscated the funds (read 

the Nazis forced these clients to empty their Swiss bank accounts and to hand over the 

funds for the benefit of the Third Reich). 

 

The Swiss banks were being watched closely by the German Gestapo: the Nazis disposed of 

a secret network of agents and spies who traced these fortunes in Switzerland. The Swiss at 

that time didn’t know how to deal with that. All those who were caught with undeclared 

assets in foreign banks were sentenced to death by the Nazis. Nowadays, we’ve nearly 

reached that stage. The Gestapo (the secret state police of Nazi Germany) used the 

following technique (maybe another idea for the tax authorities of some money-guzzling 

governments): as secret plain-clothes policemen they walked into a Swiss bank where they 

expected Mr. Fiscodeprimo to have an account. They asked the bank employee if he would 

accept money and make a deposit into the account of Mr. Fiscodeprimo. In other words, a 

member of the German Gestapo was pretending he was Mr. Fiscodeprimo. If the bank 

employee accepted the money (or if he refused, but looked very nervous or hesitant), then 
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this established conclusive proof of Mr. Fiscodeprimo having a bank account in Switzerland…  

 

Soon after, the Gestapo in Germany would exert major pressure on Mr. Fiscodeprimo to give 

instructions to the Swiss bank to repatriate the funds to Germany for the benefit of the Third 

Reich. Once this was settled, Mr. Fiscodeprimo would be picked up and be riddled with 

bullets. This was how the numbered bank accounts came into being (numbered and 

nameless accounts, to avoid detection by the Gestapo as in the Fiscodeprimo example). And 

now, more than 80 years later, the same Germans (together with France and the USA) are 

lodging a frontal attack on the Swiss banking secrecy. History is so cynical. 

 

The fact that several customers were shot for holding a Swiss bank account, stimulated the 

Swiss government to introduce a legal foundation for banking secrecy in Switzerland in 

1934. In other words, to spike the Nazis’ guns, the banking secrecy was put into a strict 

legal framework: the Swiss government blocked the fascist neighbours of Nazi Germany by 

imprisoning each Swiss banker who violated the banking secrecy. Of course, the tenacious 

Nazis continued to conduct banking espionage on Swiss territory. For example, in 1935, the 

Nazis kidnapped Berthold Jacob (a German Jewish refugee) in Basel on Swiss territory. The 

Swiss were outraged by this violation of Swiss national sovereignty. The Swiss government 

managed to get Berthold Jacob released after six months of imprisonment in a Gestapo 

prison in Berlin, but this event made the Swiss aware of the necessity for a law on 

espionage. Consequently, the Swiss criminal code was extended in 1937 and complemented 

the existing provisions on banking secrecy. So, banking secrecy as an antidote to 

dictatorships… one should better think about that, as a keystone of our privacy! 

What about all these agreements? 
 

Double Taxation Avoidance Agreements 

First of all, many Double Taxation Avoidance Agreements (DTAAs) concluded between two 

jurisdictions to avoid double taxation, contain an ‘Exchange of Information’ article. It’s a 

standard article and it isn’t very detailed but it can give the treaty partners the right to make 

a request for information in very specific cases where they have plausible grounds to do so. 
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Tax Information Exchange Agreements 

Besides the DTAAs, there were the farces at several G20 summits, where the rulers of the 

world would solve their own misgovernment by dealing harshly with banking secrecy and 

low-tax jurisdictions. We think that politicians sometimes overestimate their own impact. 

Countries were broken down into black, grey and white groups. The British and the 

Americans served themselves very well and managed to put major low-tax jurisdictions such 

as the BVI and the Isle of Man on the white list… Not to mention the American LLCs with 

Delaware taking the lead… No problem at all. Hypocrisy at its best. 

 

The jurisdictions on the grey and the black lists had to conclude 12 bilateral Tax Information 

Exchange Agreements (TIEAs). After that, they would disappear from the grey or the black 

list and make their move to the white list. Suddenly, Greenland, Estonia and the Faroe 

Islands became very popular with certain countries. For example, Andorra concluded an 

agreement with San Marino and vice versa. A farce. 

 

And do these agreements mean anything? These TIEAs do not imply ‘spontaneous 

information exchange’, what some people are dreaming about. Here, dreams are lies as 

well. It’s the sovereign right of each jurisdiction to stand its ground when it comes to 

banking secrecy laws. Does one really expect that jurisdictions with banking secrecy laws 

are going to play this game serious and proceed to spontaneous information exchange? As 

always in life: one man’s death is another man’s breath. For example, if Hong Kong and 

Singapore would yield to the wishes of high-tax jurisdictions (like Luxembourg did, a 

decision which they will regret) to abandon their banking secrecy laws, other competing 

jurisdictions will take over their business, it’s as simple as that. 

 

European Savings Tax Directive 

Readers with a European background will probably argue that besides the DTAAs and TIEAs, 

the European Savings Tax Directive (ESTD) is even a greater threat to the banking secrecy. 
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It’s an agreement, introduced in 2005, between a whole list of participating jurisdictions 

(see table below) which originally aimed at the automatic exchange of information between 

the participating members about interest payments received by each other’s citizens to 

enable each jurisdiction to tax their own citizens’ interest income appropriately. In other 

words, if you’re a resident of one of the participating jurisdictions and have a bank account 

in any of the other participating jurisdictions, details of you and the interest you earn would 

be passed to the tax authorities of your home country…  

Below you can find the list of participating jurisdictions covered by the directive: 

EU Member 

States 

UK 

Ireland 
France (includes Corsica, French Guyana, Guadeloupe, Martinique, Réunion 

and French St, Martin ) 

Germany 

Netherlands 

Belgium 

Italy (includes Sardinia and Sicily) 

Luxembourg 
Spain (includes the Balearic Islands (Formentera, Ibiza, Mallorca, 

Menorca), the Canary Islands (Fuerteventura, Gomero, Hierro, Gran 
Canaria, Lanzarote, La Palma, Tenerife) and Spanish North Africa (Ceuta 

and Melilla)) 

Portugal (includes Azores and Madeira) 

Greece 

Austria 

Sweden 

Finland (includes Aland Islands) 

Denmark 

Cyprus 

Czech Republic 

Estonia 

Hungary 

Latvia 

Lithuania 

Malta 

Poland 

Slovakia 

Slovenia 

Bulgaria 

Romania 
 

UK Crown 

Dependencie
Anguilla 

British Virgin Islands 
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s & Overseas 

Territories 

Cayman Islands 

Gibraltar 

Guernsey 

Isle of Man 

Jersey 

Montserrat 

Turks and Caicos Islands 
 

Netherlands 

Territories 

Bonaire, Curaçao, Saba, Sint Eustatius and Sint Maarten 

 
Aruba 

 
 

Third 

Countries 

Andorra 

Liechtenstein 

Monaco 

San Marino 

Switzerland 
 

 

 

There’s no doubt that the EU member countries who launched this ESTD were inspired by 

George Orwell’s literary masterpiece ‘1984’. The original aim of the EU member countries 

actually was to transform the European Union into Oceania (in the novel a totalitarian state 

where the ruling party wields total power for its own sake over the inhabitants). As such, 

the governments of the participating jurisdictions would become Big Brother (in the novel 

the dictator of Oceania). With the intended spontaneous exchange of information, every 

European resident would be under complete financial surveillance by the authorities enabled 

by links between financial institutions and national tax authorities on the one hand and by 

links between national tax authorities on the other hand (in the novel everyone in Oceania is 

under complete surveillance by the authorities, mainly by television screens. The inhabitants 

of Oceania are constantly reminded of this by the phrase: “Big Brother is watching you”). 

FATCA 

The Foreign Account Tax Compliance Act (FATCA) was enacted in 2010 in the USA and 

requires foreign financial institutions anywhere in the world to cooperate with the IRS (tax 

authorities of the USA), or they face a 30 per cent withholding tax instead. Foreign financial 

institutions are required to report US citizens (including dual citizens and US green card 

holders) who hold an account to the IRS. The foreign financial institutions must impose a 

30% withholding tax on payments or transfers to account holders who refuse to identify 
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themselves. So in order to avoid withholding 30% of the payment, financial institutions must 

enter into an agreement with the IRS to identify US accounts and to report certain 

information to the IRS. 

 

Each jurisdiction has the right to define its tax system without interference of other 

jurisdictions. When a particular jurisdiction such as the USA wants to pursue its own 

interest, it should take into account the sovereign interests of other jurisdictions. Can you 

imagine that the FATCA implies that the USA extends its taxing jurisdiction to all the 

financial institutions in the world that may serve it? 

 

In a nutshell: FATCA doesn’t respect the sovereignty of other jurisdictions, it doesn’t respect 

the international norms of cooperation between jurisdictions and it doesn’t respect 

international relations. It’s plain American fiscal imperialism and sooner or later, it will be 

reprimanded by the financial system. Forcing foreign financial institutions to comply with 

FATCA and forcing them to reveal the private details of all the accounts held by US persons 

to the US tax authorities is equal to forcing foreign financial institutions to break the law, 

when they’re operating in a jurisdiction with banking secrecy laws. 

 

The FATCA requires all foreign financial institutions to implement costly (both in terms of 

time and money) screening, implementation and compliance processes infrastructure in 

order to identify and report information about their US clients to the IRS. It’s expected that 

banks operating in banking secrecy jurisdictions will implement special agreements: all 

clients with US citizenship will have to sign these agreements, allowing the bank to report 

their accounts to the IRS. As such, banking secrecy laws don’t have to be amended in order 

to make it possible for banks to comply with FATCA. If a US client refuses to sign these 

special agreements, then the bank will inform the IRS of such refusal according to what’s 

stipulated in the FATCA.  

 

US citizens, everywhere in the world, are facing ostracism and serious difficulties to establish 

businesses and to open bank accounts abroad. More and more US citizens, and especially 
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US expats living abroad, are voting with their feet and are renouncing their US citizenship to 

put an end to this nonsense. 

So, what’s the current situation? 
 

Tax Information Exchange Agreements 

So agreements were concluded about the exchange of information between Luxembourg 

and Switzerland... but also between for example the Cayman Islands… and countries such 

as France, the Netherlands, Belgium,... and the USA. We’re talking about the so-called Tax 

Information Exchange Agreements (TIEAs). So what do these agreements exactly mean? 

Not, as already explained before, automatic exchange of information. Far from it. If in, for 

example, the Netherlands or Germany someone gets caught committing fraud, then what? 

In that case, it will really be about fraud, which is a strictly defined concept. If this happens, 

the local tax authorities will have to make every effort to collect certain information (such as 

the proof of the possession of foreign bank accounts) according to the regular procedures, 

which isn’t simple. But let’s assume that fair game has been played, that (as they say) ‘all 

means were exhausted’ and that the authorities didn’t find the correct information. In that 

case, a first condition is met: being that tax authorities should first finish off their homework 

correctly and make a case. But that’s still insufficient to send a request for information 

exchange to, for example, Panama. No. After that, they should find ‘conclusive’ proof at the 

home front that you do have a foreign bank account. 

What to expect in the future? 
 

As of 2017, the EU countries must ensure automatic exchange of all forms of tax 

information. This requirement is stated in the amended Administrative Cooperation Directive 

(ACD). In the beginning of the same year, an agreement on automatic exchange of financial 

account information between the European Union and Switzerland will enter into force. The 

effective date of the agreement will mark the end of the Swiss banking secrecy. Moreover, it 

appears that a system of worldwide automatic exchange of tax information is quickly 

approaching.  
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What would this mean for people who would like to avoid paying taxes? There are two 

solutions for such people. Firstly, they can relocate to offshore countries. Secondly, they can 

create offshore corporate structures which will legally avoid payment of taxes.  

Below, we discuss several jurisdictions which may still provide some financial privacy. Such 

privacy, however, may not last long.  

Lebanon 
 

Whoever thinks of Lebanon and its capital Beirut will picture shot up buildings, a ghost town 

and the Hezbollah fighting with Israel. Forget all this, this is the painful past. The Lebanese 

are incredibly resilient people with an unrivalled business instinct. During the last 10 years, 

Beirut - with the exception of some remnants of war - has been transformed back into the 

‘Paris of the East’, for which it was previously known. A beautiful, fashionable city with 

boulevards like in Barcelona or Paris. In the city centre, entire neighbourhoods were 

reconstructed in the authentic style. And all this is blessed with a wonderful climate and a 

magnificent hinterland. But there’s more…  If you’re walking down the Corniche at night, the 

beautiful pedestrian boulevard at the Mediterranean Sea, you must realise that Lebanon has 

one of the strictest banking secrecies in the world, and that it’s an important financial 

centre. 

 

All Lebanese banks are bound to absolute secrecy with respect to their clients’ personal and 

account related information. Also, numbered bank accounts are available. The banking 

secrecy can only be lifted in very limited circumstances: (1) when a written authorization is 

granted by the client or his/her heirs, (2) in the event of a bankruptcy, (3) in case of any 

litigation between the bank and the client or (4) when it concerns serious criminal offences 

such as money laundering of criminal funds. Banking secrecy in Lebanon isn’t a rage or 

hype, it already exists for decades! 

Panama 
 

Panama is another top location for banking secrecy. Forget about Panama as an obscure 
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casino jurisdiction with a bad reputation or as a major drugs centre in the eighties. No, 

Panama has become a stable country with one of the freest economies in the world, an 

excellent infrastructure and a more than pleasant tax climate. Not surprisingly, Panama City 

became a real economic hub, the Dubai of Central America, with an impressive skyline. 

Many people are moving to Panama, among them many retired Americans. Furthermore, the 

country is blessed with beautiful tropical nature. And then there’s also that wonderful 

banking secrecy. There are dozens of excellent banks in Panama. 

 

The Panamanian banking secrecy is embedded in various laws. Everyone who violates the 

Panamanian banking secrecy will be severely punished, by fines as well as by prosecution. 

Persons violating the banking secrecy face an imprisonment of up to 2 years and even the 

inability to practice their occupation, employment, profession or activity for not more than 2 

years. Only with a special request of the court and after a demanding procedure, access to 

someone’s bank account may be requested in some specific cases. Apart from that, 

everything is top secret, even the correspondence between the customer and his bank. 

Hong Kong and Singapore 
 

For several years already there’s a significant amount of money flowing from Europe to Asia, 

especially to Singapore and Hong Kong. Singapore and Hong Kong feel very strongly about 

privacy and there are strict rules regarding the banking secrecy, which can only be lifted in 

very rare circumstances. Moreover, the level of the financial services and banking in 

particular is extremely high. You’ll find all the big familiar players of the banking industry 

and the bankers will speak to you in flawless English. In short, two top locations. In 

addition, these two players are far away from the narrow-minded fiddling of the European 

machos à la Hollande and Merkel. They’re in the booming region and aren’t impressed by 

the complaining for information from ‘museum Europe’. 

Other hits... 
 

In Uruguay the banking secrecy may never be removed for tax matters, but only in case of 

committing a serious offense. Then there’s banking secrecy in other locations such as 



25 

 

Andorra, Antigua and Barbuda, Aruba, Barbados, Belize, BVI, Cayman Islands, Cook Islands, 

Costa Rica, Dominica, Gibraltar, Grenada, Guernsey, Sark, Alderney, Liechtenstein, Nauru, 

Samoa, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, Turks and Caicos 

islands, Vanuatu ... and the Vatican. 

 

And otherwise your own bank... 
 

Another option of course would be to establish your own bank. No, we’re not laughing… 

‘your own bank’. You determine your own rules of confidentiality and you choose your 

jurisdiction, and you manage your compliance yourself… Obviously this cannot be done by 

the average small and medium-sized enterprises, but for the wealthy among us this is 

undoubtedly possible. It’s not cheap, but it’s possible. Barbados, for example, would be a 

suitable location. It will be about USD 100,000 preliminary set-up fee. After all, you’ll have 

to consult a local law firm which will struggle through the administrative paperwork for you. 

Then you can take into account an operating cost per year of around USD 200,000 and a 

starting capital between USD 2 million and 10 million. You would then have your own bank. 

Banking secrecy isn’t for cowboys! 
 

A huge misunderstanding - hard to remove from the minds of the indoctrinated media - is 

the fact that in no country in the world where banking secrecy prevails, your money will be 

accepted just like that. The mere fact that there’s banking secrecy doesn’t mean you can 

just show up with a plastic bag stuffed with money, knock at the door and then deposit this 

money into a numbered bank account. Forget about that. Every bank, in spite of banking 

secrecy laws, really loves to know with whom they’re doing business. The potential 

customer will have to make himself known: the bank will request a copy of his passport and 

the customer will have to provide proof of permanent residence on the basis of a so-called 

utility bill like gas and electricity bills (these are the so-called Know Your Customer 

procedures). The banker will also like to find out (usually during a personal interview) what 

kind of things you do or are used to do. Banks also have their own control systems and 

some countries are obviously stricter than other countries. They constantly want to know if 
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you earned a respectable living or if you made your money through illegal activities, such as 

human trafficking or drugs smuggling. 

 

Places where they don’t ask you any questions about the origin of your money should better 

be avoided like the plague. Because here, one fine day, your bank account may be frozen by 

the local authorities (who then only want to release the funds after receiving a percentage) 

or your money might just disappear. Or you might… Stay away. 
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Managing an existing fortune discreetly 

Why should I create a discreet structure for an existing fortune? 
 

Maybe you just hate the government with all its privacy-invading officials. Isn’t this in itself a 

sufficient reason to manage your assets in a discreet way? Maybe (although it’s not allowed 

in most cases) you want all your assets - those that weren’t completely subject to taxes - 

managed through a stable structure, and you don’t want to maintain all your money under 

your pillow and mattress. No, you want to transfer your assets into a stable structure in 

such a way that you know the money is safe and used appropriately, even after you die.  

 

Alternatively, you may want to use that structure to enjoy your money, because you cannot 

always do the large expenditures with cash. Your arms are already full of Rolex watches, all 

your mistresses bathe in Dior outfits, you’ve already eaten caviar in all the five-star 

restaurants worldwide, you’ve already soaked your body in the most exclusive spas in the 

world… Now it’s time for something more fundamental such as a wine estate in Chile or an 

incredibly beautiful yacht sailing under the flag of the Marshall Islands.  

 

Maybe you want to protect your assets from certain extravagant family members who don’t 

know the value of money (think about a shopping addicted daughter). Maybe you want to 

protect the assets from addicted family members who would do whatever it takes to fulfil 

their drug/gambling/sex needs. Maybe you want to protect your assets and your family from 

criminal risks such as kidnapping (not inconceivable given the fact that increasingly more 

governments and tax officials are invading your financial privacy!). Maybe you want to 

protect certain assets from political risks such as expropriation. Or maybe your life has been 

plagued by an abundance of hormones and now you’re glad to get all girlfriends, weddings, 

etc. over and done with. In all these ‘maybe’ cases, you should definitely read this chapter! 

 

If you want to divide your assets, taking into account your complex family situation, then 

the structures discussed below may be a solution. Indeed, most present inheritance systems 
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in high-tax jurisdictions are unfortunately totally unsuitable for the current more modern 

family situations. Moreover, politicians are so busy looking at themselves in the mirror and 

have such an amazing lack of vision and intellectual imagination that most of us have to do 

it with an outdated inheritance system. Therefore, it’s a case of ‘helping yourself’ (or should 

that read, ‘do it yourself’?), and self-design your own inheritance system for your legacy 

with the available international structures. 

 

If you deposit money in a bank account linked to a ‘structure’, an Asian banker couldn’t care 

less whether the money is white, grey or black. The only thing the banker is interested in is 

the history of the money: “Tell me, how did you become the owner of all this money...?” 

This happens everywhere in the world. Places where they don’t ask this kind of questions 

are places where you shouldn’t bank at all. Probably you don’t manage to get out of the 

bank, or otherwise it’s more than likely that one month later your money is no longer in your 

account. It always comes down to this: you need to have a coherent and believable story. If 

you’re a 58-year-old butcher or baker, then the bank will believe that you’ve saved USD 2 

million. But if you’re 28 years old and you enter the bank in your flip-flops and a plastic bag 

jam-packed with several hundred thousands of dollars, then you won’t easily find a bank 

ready to accept you as a customer. Unless you have a strong story, preferably backed up 

with facts and figures such as e-mails, contracts, bank statements... You name it… Just 

make sure you have a coherent, strong and believable story, prepare yourself. A well-

founded story and you’ll get your turn everywhere. 

Luxembourg SPF 
 

The Luxembourg SPF is different from the Antillean SPF (which we will address later). The 

abbreviation SPF stands for ‘Société de Gestion de Patrimoine Familial’, and this vehicle 

came into being in Luxembourg since 2007 as the successor to the legendary ‘Holding 1929’. 

The ‘Holding 1929’ was banned by the European Commission, but the Luxembourgers 

weren’t prepared to throw in the towel and, instead, devised the SPF. The SPF is a very 

interesting private wealth management vehicle. 
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What about the legal framework? 

The SPF is established as a legal entity and may adopt one of the following forms: a public 

company limited by shares (Société Anonyme), a private limited liability company (Société à 

Responsabilité Limitée), a corporate partnership limited by shares (Société en Commandite 

par Actions) or a cooperative in the form of a public limited company (Société Coopérative 

organisée sous forme d’une Société Anonyme). The minimum share capital and the 

minimum paid-up capital of an SPF depend on the choice of the legal form and whether or 

not bearer shares are issued (if bearer shares are issued, the total amount of the share 

capital has to be paid at the moment of incorporation). 

 

Indeed, it’s possible to issue bearer shares instead of nominative shares (except when you 

opt for the private limited liability company form). In other words, it’s possible to make the 

owner of the SPF invisible to greedy tax authorities and this in a legal way! When bearer 

shares are issued, the owners of the shares are the persons holding the certificates, and the 

transfer of such bearer shares takes place without any formality by just handing over the 

shares to someone else. The articles of association must include a statement that the 

company is subject to the provisions of the ‘SPF legislation’ and the name of the company 

must always be supplemented with the abbreviation ‘SPF’, after the indication of the legal 

form of the company.  

 

Different types of shareholders are allowed: (1) individuals (natural persons) managing their 

private wealth, (2) trusts and private foundations and (3) intermediaries acting on behalf of 

the first two categories. All these shareholders don’t have to be residents of Luxembourg. 

Commercial companies aren’t allowed as shareholder. 

 

What are the permitted activities? 

The activity of an SPF is legally restricted to the acquisition, holding, management, and 

disposal of financial assets in a broad context, including derivatives. More precisely, the SPF 

can invest in the following assets: shares, companies, funds, futures, bonds, put/call 

options, precious metals, currencies, bank accounts, and so on. There are no investment 
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limits, no restrictions and no minimum interest quotas. The SPF may lend securities and 

loans to companies in which it holds a participation, as long as it’s done free of charge (non-

interest bearing). Advanced dividend payments are permitted and the SPF can borrow from 

third parties. 

 

What are the prohibited activities? 

The SPF cannot engage in commercial activities. Any form of commercial or business activity 

is excluded, as well as the direct ownership of real estate, the holding of patents or rights 

and the conduct of administrative activities or financial services on behalf of third parties.  

 

Nevertheless, the SPF may acquire real estate indirectly through its participations in 

subsidiaries. An SPF may also hold participations in other companies (commercial companies 

for example…) but only in the case where it doesn’t involve itself in the management of 

these subsidiaries. An SPF isn’t allowed to grant interest-bearing loans to companies in 

which it holds a participation (however, interest-free loans are allowed, as mentioned 

before). 

 

Taxes? 

The SPF is exempt from Corporate Income Tax, Municipal Business Tax and Net Wealth Tax. 

The SPF is only subject to an annual subscription tax of 0.25%, with a minimum yearly 

amount of EUR 100 and a maximum yearly amount of EUR 125,000. The subscription tax is 

levied on the amount of the paid-up capital increased by (1) the amount of share premium 

and (2) the amount of debts exceeding eight times the paid-up capital and share premium. 

Profit reserves are not part of the taxable basis. In other words, the subscription tax of 

0.25% isn’t payable on borrowed money until the borrowed money exceeds 8 times the 

paid-up capital and the share premium. This offers many interesting possibilities…  

 

Capital duty was abolished in Luxembourg in 2009 and there’s only a fixed registration fee 

of EUR 75 to be paid when incorporating the SPF. The SPF is exempt from taxation at 
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source (withholding tax) on distributions to non-residents. For example, Luxembourg doesn’t 

levy withholding tax on dividends paid by an SPF to its Spanish shareholders. 

 

However, there’s one exception: interests on debt paid to EU individuals (both Luxembourg 

residents and non-Luxembourg residents but EU individuals) are subject to withholding tax 

following the current EU Savings Tax Directive (this withholding tax can be circumvented of 

course). Interests paid to non-EU residents aren’t subject to withholding tax. In addition, 

there’s no capital gains tax on the sale of SPF shares (for shareholders who aren’t resident 

of Luxembourg) and no tax on the income from the liquidation of the SPF (for shareholders 

who aren’t resident of Luxembourg). This offers a multitude of beautiful possibilities. 

 

One disadvantage (but this is more information for professionals) is that the SPF cannot 

make use of Double Taxation Avoidance Agreements; moreover, the SPF can’t register for 

Value Added Tax and it doesn’t fall under the so-called European Parent-Subsidiary 

Directive. 

 

And more... 

The SPF is not subject to any form of supervision by the financial markets. The so-called 

Administration de l'Enregistrement et des Domaines (AED) is authorized to supervise the 

SPF’s and NOT the tax authorities of Luxembourg! This means that shareholders of the SPF 

can remain completely anonymous, even to the tax authorities of Luxembourg 

(Administration des Contributions). Also a masterstroke of the Luxembourgers of course. 

And as mentioned before, an SPF can be incorporated as a company with bearer shares (an 

SA, Société Anonyme).  

 

Meaningful? 

An SPF is a capital company focusing exclusively on private investors allowing them to 

manage their assets and to benefit from an attractive tax regime. By the way, that’s also the 

only rationale of its existence – its activity is legally restricted to the acquisition, holding, 
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management and disposal of financial assets, excluding any commercial activity. As a 

discreet investment vehicle, with a solid framework of legislation, it’s certainly a very 

interesting tool, especially when you realize that one of the noteworthy features of 

Luxembourg’s legal framework is stability. Consequently, there’s no nervous fuss: people 

who engage in tax planning hate uncertainty and ambiguity. 

The Curaçao Private Foundation: something for you? 
 

To maintain and increase the attractiveness of the Netherlands Antilles as an international 

financial services centre, the legislator introduced a totally new legal entity in 1998: the 

Antillean Private Foundation (or SPF as it is locally known). The Netherlands Antilles ceased 

to exist in 2010 and since then, the tax-efficient version of the SPF is available in Sint-

Maarten and Curaçao only. In Curaçao, the legal framework of the Private Foundation is the 

Curaçao Corporate Code, which has been revised on the first of January 2012 and which can 

be considered as a very flexible and modern legal framework. Among other things, the 

Curaçao Private Foundation (SPF) offers very interesting tax planning opportunities to 

international investors. 

 

What’s a Curaçao SPF? 

The Curaçao Private Foundation (SPF) is a separate legal entity (like a company) without 

shareholders (unlike a company) and with assets and liabilities in its own name. The 

Curaçao Private Foundation is a special form of the legal concept ‘foundation’. The legislator 

of Curaçao was inspired by the legal frameworks of foundation jurisdictions such as Austria, 

Liechtenstein and Panama. Although we’re talking about a foundation, there are some 

differences between the Curaçao SPF and a traditional foundation. First of all, the Curaçao 

SPF isn’t allowed to carry out a business in order to realize profits. Secondly, the SPF is 

allowed to make distributions to individuals and family members, whereas a pure traditional 

foundation is only allowed to grant distributions with a charitable, social motive. 

 

Furthermore, there are no restrictions whatsoever so one doesn’t have to use the assets to 

serve the objective(s) of the SPF (as opposed to a traditional non-profit organization). 
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Whatever its objective(s), the SPF can use its capital to make any possible form of 

investment. Additionally, the legislation clearly states that a Curaçao SPF is allowed to 

operate as an investment or holding entity and that this isn’t considered as carrying out a 

business. 

 

Tax aspects... 

The Curaçao Private Foundation is exempt from profit tax in Curaçao and there’s no 

requirement to file the annual financial statements with the Commercial Register. When a 

non-resident of Curaçao transfers assets into the Private Foundation, this contribution is 

exempt from Curaçao gift tax. When the Private Foundation makes a distribution to non-

residents of Curaçao, these distributions are fully exempt from Curaçao gift tax. When the 

person transferring assets into the Private Foundation or receiving distributions from the 

Private Foundation is a resident of Curaçao, the situation is different and gift tax is due.  

 

It should also be borne in mind that the individual transferring the assets into the Private 

Foundation and the beneficiaries receiving a distribution from the Private Foundation will 

possibly have to pay gift tax and income tax respectively in their country of residence. To 

conclude: the SPF itself is entirely exempt from all taxes in Curaçao (except for a transfer 

tax which might be due on the transfer to or by the Private Foundation of real estate located 

in Curaçao). 

 

Other conditions 

Both natural persons and legal entities can act as the founder of a Curaçao Private 

Foundation and a nominee founder is permitted. Frequently, a local fiduciary service 

provider acts as the founder, the so-called nominee founder, and after incorporation, the 

founder rights are transferred to the anonymous real founder. The founder has almost 

unlimited freedom to organize the SPF according to his/her/its wishes and only a few 

conditions need to be fulfilled: 
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The SPF has to be established by a Notarial Deed executed before a Curaçao notary. 

Furthermore, the SPF must be registered in the register of foundations of Curaçao. The 

Articles of Association (incorporation documents which are publicly accessible in the public 

register of Curaçao) must contain the name of the SPF, the objectives of the SPF and the 

address in Curaçao where the SPF has its seat. Additionally, these articles of association 

must specify how directors are appointed and dismissed (the founder can appoint the 

directors but it can also be determined that the board of directors appoints its own 

directors). Last but not least, a director must specify the manner in which any liquidation 

surplus will be allocated in the case the SPF should be dissolved in the future. 

 

The articles of association have to contain only elements that are required by law and can 

remain quite undetailed and superficial. Besides the articles of association, which are 

publicly accessible, the founder has the ability to formulate a Letter of Wishes. This letter of 

wishes is private and completely confidential. Nor the notary, nor the authorities of Curaçao 

have access to it. The founder can give, in complete confidentiality, very clear instructions to 

the director(s) about (1) what kind of distributions are to be made and to whom (individuals 

or legal entities receiving such distributions are called ‘beneficiaries’) and (2) how the assets 

should be managed and invested. Of course, the founder also has the possibility to grant 

enormous discretionary powers to the directors. Important to realize is that beneficiaries 

nominated in the letter of wishes can neither individually, nor as a group, claim any benefit 

against the SPF (important for tax planning reasons in the beneficiaries’ country of 

residence). 

 

The SPF can be established for a specific period or for an indefinite period. This is different 

from a trust, as a so-called perpetual trust isn’t possible (the concept ‘trust’ will be explained 

later). The specific period can also be a period that ends when a particular event occurs. As 

said before, the board of directors may decide to liquidate the SPF and agree on the 

distribution of the surplus upon liquidation. However, it’s also possible to make other 

arrangements and to empower the founder to liquidate the SPF for example. 
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Example SPF structure 

Let’s have a look at a possible set-up of a Curaçao Private Foundation. Assume Mrs. 

Alphonse wants to establish an SPF. As a founder, she has to make an initial decision: will 

she found the SPF in her own name, will she found the SPF with her own offshore company 

(advantageous for anonymity reasons) or does she opt for a nominee founder such as a 

local fiduciary service provider. As said before, the Articles of Association have to be 

composed and filed with the local Curaçao authorities to establish the Curaçao SPF. 

 

Mrs. Alphonse has the money and the power and she definitely wants to determine what will 

happen with the assets once she transfers them into the SPF. The SPF is exactly what she 

needs because Mrs. Alphonse can create her own Letter of Wishes. It’s a document 

customized to the situation of Mrs. Alphonse in which she can express her wishes. The 

beauty of this letter of wishes is that this document is private and completely confidential. 

Nor the notary, nor the authorities of Curaçao have access to it. Mrs. Alphonse can stipulate, 

in complete confidentiality, what kind of distributions are to be made and to whom.  

 

For example, Mrs. Alphonse can specify that all her children, once they reach the age of 28, 

can benefit from extraordinary borrowing opportunities. The SPF could function as an 

intermediary between the children and a bank, guaranteeing the loan of the children with 

the bank against an equivalent part of its assets. Borrowed money isn’t considered as 

taxable income for the children (because they’re supposed to pay it back in the future). 

Imagine what happens if the children suddenly start suffering from amnesia and forget 

about the money they borrowed from the bank… As a consequence, they don’t pay back the 

loan… And who’s legally entitled to force them to repay the loan? The bank… But… Who has 

access to a part of the assets of the SPF as an equivalent guarantee of the loan? Indeed, 

that same bank… In technical terms, this rare medical condition is known as back-to-back 

loanesia. 
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Confidentiality 

The name of the founder doesn’t have to appear in the articles of association and as a 

consequence, the founder’s name isn’t mentioned in any public register. Additionally, a local 

fiduciary service provider is allowed to act as nominee founder and as a director of the SPF. 

The names of the beneficiaries and the details of any distributions to be made can remain 

strictly confidential by creating a letter of wishes, a private document containing all 

confidential details. 

 

Applications? 

The SPF can be used in situations where it’s desirable to transfer individual or family assets 

into an entity which is subject to a favourable tax regime. The SPF functions as a crucial 

entity for estate planning purposes. Then it becomes an instrument to ensure a smooth 

transfer of assets to the future generation(s) or other successors in accordance with the 

wishes of the founder. An additional benefit is that the assets can be transferred to the 

successors while postponing their right to dispose of the assets. Under certain 

circumstances, multiple gift and inheritance taxes can be avoided by using an SPF. For 

example, the SPF can function as the owner of the shares of a family business. Furthermore, 

the SPF can be used as an asset protection instrument and an investment holding entity. A 

Curaçao Private Foundation can also be specifically designed for artistic purposes and to 

hold a special valuable art collection together for example. 

 

Always remember that the most important issues to be addressed are two fiscal aspects. 

First, what are the fiscal consequences for the founder in his/her country of residence? Is 

there any gift tax due when he/she transfers assets into the SPF? Secondly, what are the 

fiscal consequences for the beneficiaries in their country of residence when they receive 

certain distributions? Based on the analysis of these two aspects, one can start customizing 

the structure to make it, in a creative way, tax-efficient… 
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The Panamanian Private Interest Foundation 
 

Since the fall of the evil military dictator Noriega more than 20 years ago, Panama is putting 

itself on the map as the business centre of Central America. Dozens of banks established 

themselves in Panama City, a city with one of the fastest growing skylines throughout 

Central and South America. Panama has a steadily growing diversified economy and is 

hardly affected by the economic crisis. In fact, Panama benefits from the decline of the 

United States by offering cheap alternatives to pensioners and US companies. In addition, 

the economic pillar of the country, the Panama Canal, is currently being expanded at a cost 

of more than USD 5 billion in order to make it accessible to the latest generation freighters. 

Amid the dubious regimes and socialist states of Latin America, Panama is a beacon of 

stability.  

 

The Panamanian Private Interest Foundation is affordable, discreet, flexible and can be a 

very good planning tool in the context of estate planning. As is generally known, the 

Panamanian Private Interest Foundation (PIF), which exists since 1995, is almost an 

identical copy of the mother of all foundations, namely the Liechtenstein Foundation. The 

Stiftung (or non-profit foundation) was conceived in this unsightly mountain state, then first 

copied in Panama, and is now slowly but surely conquering the world and is actually an 

answer to the trust (a legal concept used in common law countries) by the civil law 

countries.  

 

Common law versus civil law countries 

Common law countries versus civil law countries? Most countries follow one of the two legal 

systems: common law or civil law. A country with a common law system has no 

comprehensive compilation of legal rules while a country with a civil law system does have 

such a comprehensive and continuously updated legal code. The common law system 

emerged in England and was applied in the British colonies around the world. The civil law 

system developed in continental Europe and was applied in the colonies of European 

countries such as Portugal and Spain. A common law system is largely based on judicial 

decisions that have already been made in similar cases. In each new case, the presiding 
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judge then has to determine which precedents have to be applied in order to make a 

decision. As such, judges in a common law system play an important role in shaping 

common law. In civil law countries, judges have to establish the facts of the case and then 

they just have to apply the provisions of the applicable legal code. The decisions made by 

judges in civil law countries are less crucial in shaping civil law than the decisions of the 

legislator and legal scholars who draft and interpret the legal codes in civil law countries.  

 

Own legal personality 

As with the Curaçao SPF or the Luxembourg SPF, the Panamanian PIF has its own legal 

personality, in contrast to a trust (which will be explained later on), for example. Therefore, 

potential creditors can’t easily break into the assets of the PIF. Potential creditors do have 

the right to contest the transfer of assets into the PIF in the case they think the founder or 

any third party transferred the assets into the PIF to defraud them. However, potential 

creditors have to act fast because their rights lapse at the end of a 3 year time span, 

counting from the date of the transfer of the assets into the PIF. The Panamanian PIF is 

therefore safe from tsunamis of claims and is the ideal legal entity for divorce fights!  

 

Why? 

A foundation is excellent if you love discretion. For example, it’s a good idea to use a 

foundation as a holding entity of your shares in an offshore company - even more discreet 

and even better protected. In other words, you can also hold or maintain an anonymous 

shareholding in a company by using the foundation as a holding entity. It’s an alternative to 

bearer shares, which now have been abolished in various countries.  

 

Of course, there might be much nobler goals underlying the establishment of a foundation 

such as various good causes. The foundation can be used to manage the assets for the 

benefit of scientific, philanthropic, educational and humanitarian purposes. You can then 

transfer assets into the foundation which will serve to financially support any well-described 

good cause. Basically, a Panamanian PIF cannot carry out any commercial activities (but it 

can hold the shares of a commercial company of course). 
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The founder 

Each Panamanian foundation has a founder (can be both an individual or a legal entity such 

as a company) who establishes the foundation by registering the foundation charter at the 

Public Registry of Panama. The founder has to establish the foundation with a minimum 

capital of USD 10,000 and depending on the needs of the founder, a local law firm can act 

as a nominee founder. Furthermore, the founder has no influence or control over the 

foundation ‘as such’ because at the time of incorporation of the Panamanian PIF, the 

founder has to appoint a foundation council… 

 

The foundation council 

Each Panamanian foundation has an appointed council (a governing body similar to a board 

of directors in a company) which has the responsibility to (1) carry out the objectives of the 

foundation and to (2) manage and administer the assets of the foundation according to its 

charter and regulations. The council has to consist of not less than three members in the 

case of natural persons or of only one member in the case of a legal person such as a 

company. None of its members has to be Panamanian. It’s also possible for a founder to 

appoint himself as a member of the foundation council (but this could be disadvantageous 

for tax planning purposes, depending on the founder’s country of residence). Frequently, a 

nominee council is provided by a local law firm which acts as the foundation council on 

paper, while actually others are in charge behind the scenes. So very discreet.  

 

The powers and responsibilities of the foundation council are determined in the foundation 

charter and/or the regulations. Depending on the wishes of the founder, the foundation 

charter and/or regulations may limit or expand the powers of the foundation council. 

 

Foundation Charter 

Panamanian law requires that a foundation charter has to be registered at the Public 

Registry of Panama in order for the foundation to be officially established. The legislation 



40 

 

requires that certain basic information has to be provided in the charter because the 

foundation will have rights, obligations and various assets. This charter must contain certain 

elements and the most crucial ones are the following: The name of the foundation, the 

name of the founder, the objective(s) of the foundation, the initial capital of the foundation 

(usually USD 10,000), the period of establishment of the foundation (a definite or indefinite 

period) and the name and address of the members of the foundation council. To 

summarize: the names of both the founder and the members of the foundation council are 

publicly accessible in the Public Registry of Panama (often a local law firm or fiduciary 

service provider will act as nominee founder and foundation council). 

 

Foundation Regulations 

The regulations is an optional and completely private document. Any information not 

required by Panamanian legislation to be included in the publicly accessible foundation 

charter, and which the founder would rather keep confidential, can always be written in the 

regulations. As a consequence, the names of the beneficiaries and how distributions are 

going to be made to them out of the foundation assets can be specified in the regulations. 

There are practically no restrictions which means these regulations are very flexible and 

open to creative arrangements.  

 

Panamanian legislation ensures the confidentiality of these regulations by imposing serious 

sanctions for breaching the duty of confidentiality. More particularly, someone who’s not 

respecting his/her duty of confidentiality faces both a substantial fine of USD 50,000 and an 

imprisonment of up to six months. These sanctions apply to members of the foundation 

council, to supervisory bodies and to employees of both the private and public sector having 

knowledge of the activities, transactions or operations of the foundation. 

 

Traditionally, the regulations are drafted by a lawyer or notary who’s assisting the founder 

of the foundation. In these regulations, the founder states how the assets should be 

managed, what is to be done with the investment revenues, what should happen with the 

assets when he/she no longer has legal capacity or is demented, whether the foundation 
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should continue to exist after the death of the founder, and so on. The regulations should 

also state what should happen after the death of the protector, for example - should a new 

protector be appointed and how is the new one to be selected - or is the foundation simply 

to be dissolved? Obviously, the existing regulations can always be adjusted in due course. 

When drafting the charter and regulations, one should always make a careful analysis of the 

countries of residence of the founder and the beneficiaries. 

 

The protector (supervisor) 

The founder may always establish other special arrangements in order to retain control or 

supervision over the foundation assets. The founder may appoint a protector to supervise 

the actions of the foundation council (in order to check whether the actions are in line with 

the charter and regulations) prior to or after his/her death. The concept of a protector has 

been widely used in common law jurisdictions when settling a trust. This is yet another 

innovation of the Panamanian legislation which further ensures the safety of the 

Panamanian PIF and, thus, makes it even more attractive as an estate planning instrument.  

 

Appointing a protector is optional and the protector is ultimately the one who has everything 

under control - and therefore also the assets of the foundation. The foundation council 

appoints the protector at the time the foundation is established. The great strength of the 

protector is that he can substitute members of the council at any time, without the consent 

of the other members of the council. It’s important to realize that - and this is what we 

appreciate so much - the protector, unlike the members of the council, can be appointed 

discreetly without being made public. Thus, a so-called private protectorate document, 

signed by the foundation council, can appoint the protector. Who reads between the lines 

realizes this is a crucial element for tax planning purposes: the founder can remain in control 

as protector but without anybody realizing it… The protector can perform his/her function 

without being publicly known - but for those who are paranoid, it’s also possible to work 

with a nominee protector. 

 

Beneficiaries 
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Interestingly, the foundation has no shareholders (read no owners) - nice and safe for 

creditors such as money guzzling governments. No, a foundation only has beneficiaries who 

benefit from the assets transferred into the foundation. These beneficiaries (in most cases 

the founder and his family or charities) are traditionally appointed in the private regulations. 

Keeping in mind that a certain beneficiary could die unexpectedly in the future, other 

beneficiaries (a second reserve layer) can already be identified - there are many options. 

One starts from a blank page and all the rest is legal creativity. 

 

Forced heirship provisions 

Forced heirship is actually a restriction to an individual’s freedom to write a will. Essentially it 

means that a percentage of a person’s assets (and in some countries the gifts done during 

his/her life) must be transferred in equal parts to his forced heirs at the time of that 

person’s death. As forced heirship is part of the legislation in certain countries, any will 

ignoring these forced heirship rules is null and void. The only way for a founder to 

circumvent forced heirship rules in his country of residence is to transfer his assets abroad 

and to create an asset protection structure in a foreign country which doesn’t recognize 

forced heirship rules. In other words, the foundation and its assets should be located in a 

jurisdiction that rejects any order made by a judge from the founder’s country of residence… 

 

Now what states Article 14 of the Panamanian Private Interest Foundation Law? It states 

that forced heirship laws of another country shall not affect the foundation or its validity and 

shall not prevent the attainment of its purpose as provided in the foundation charter or its 

regulations. This offers opportunities… 

 

 

Arbitration  

If the foundation charter or regulations specify that any disputes arising in respect to the 

foundation may be resolved by arbitrators, then it’s possible to choose for arbitration 

proceedings instead of litigation through the judicial system of Panama. The parties involved 
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can then choose professionals from all over the world as arbitrator(s). The main advantages 

of arbitration proceedings are flexibility, speed, efficiency and confidentiality (these 

proceedings take place in private and not in court). Article 36 of the Panamanian Private 

Interest Foundation Law states that any controversy arising in respect to the foundation 

may be resolved by arbitrators. The arbitration process may take place in any location and 

may be subject to any procedure established by the founder or any other authorized body of 

the foundation. Panama has an efficient arbitration regime (arbitration is commonly used in 

Maritime and Transport law, as well as in commercial and foundation matters) and the 

possibility to opt for arbitration proceedings was already introduced in 1999! 

 

And further 

In Panama alone, there are more than 40,000 foundations registered. A foundation isn’t 

required to file annual financial statements, so everything can remain discreet. There’s no 

required nationality - the founder and the members of the council can even be companies 

from another country. Creativity is the order of the day. Good, right? This is 

entrepreneurship, away with the straitjacket of all sorts of regulations! It’s a public secret 

that this flexibility is the reason why Liechtenstein lost (and is still losing) a major part of its 

foundation business to Panama. No meetings are required, and if there’s a meeting, it can 

take place anywhere in the world, possibly with a power of attorney, or by e-mail, fax,...  

 

Taxes to Pay? 

To complete the fairy tale - the foundation pays no taxes. Nada, niente, rien, nichts, 

nothing... a big fat zero. However, each year there’s a small modest annual renewal fee to 

be paid: we can live with that. If you have a foundation in Liechtenstein, Austria or 

Switzerland, then you can always move to Panama (by setting up a new one in Panama or 

by re-domiciling your existing foundation) to get away from the stuffy environment in 

Europe. 
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The trust... and which jurisdiction? 
 

What’s a trust? 

The trust has a centuries-old history, dating back to the Crusades - when the landlord would 

make arrangements for the case he wouldn’t come back alive. A confidant was then 

appointed (a ‘trustee’) to manage the rural estate and other property according to the 

instructions of the one who could possibly die on the field of honour (the ‘settlor’). In the 

Anglo-Saxon world, both private and trade agreements have been regulated and settled 

through trusts for centuries. It’s a very lively legal vehicle, powered by comprehensive 

jurisprudence, which can achieve great things. 

 

For the sake of simplicity (because libraries full of books have been written about trusts): a 

trust is a private (non-public!) contract where you hand over the legal ownership of a 

certain fraction of your assets to a confidant (trustee). This trustee manages your money 

and/or other assets in favour of specific beneficiaries who benefit from the trust. The 

creativity of a trust lies in the fact that it’s a contract where the trustee is the legal owner of 

the assets while the beneficiaries are the beneficial owners of the assets. It’s also possible to 

appoint a protector who monitors and supervises the trustee to check whether he/she is 

doing what he/she is supposed to do, and a protector can even decide to replace the 

trustee. Therefore the trustee receives instructions about how to manage the assets. In the 

case of a real irrevocable trust, this means that the settlor transferred his/her assets into the 

trust permanently. This has its implications for claims, gift tax and inheritance tax and such 

a transfer of assets could also prove to be beneficial in fiscal matters. 

 

Important is that when someone wants to transfer assets into a trust, these assets really 

have to be transferred into the trust and that one has to be able to deliver proof of that if 

necessary. If you choose to use a trust, you must do your homework well, because leaving 

the job half done is simply worthless in this context. 
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When is a trust advisable? 

A trust may be useful in the following cases: 

 When you run the risk of claims: that fraction of your assets transferred into the 

trust is safe for such claims; 

 Your personal situation (for example an impending divorce) can also prompt you to 

transfer your assets into a trust; 

 You want to organize your legacy according to the rules you desire; 

 You want to invest discreetly; 

 You’re an artist or an art collector and you wish that your art collection continues to 

exist according to the rules you desire, even after your death; 

 You want to support good causes... 

 

In Anglo-Saxon countries, trusts are used to accommodate pension funds, schools and 

museums, to name but a few, and there might be many other reasons to establish a trust. 

 

Year after year, many estate planners in Europe didn’t set great store by trusts and 

foundations. It wasn’t really their cup of tea, and one believed it was only a story for people 

with dubious assets in distant tropical places. Nevertheless, there’s an unmistakable trend 

that these vehicles and legal arrangements are slowly but surely finding their way into the 

world of estate planning. Of course, each situation is different and properly setting up a 

trust is only possible by analysing the legislation of the countries of residence of the settlor 

and the beneficiaries.  

 

In certain cases (but it’s impossible to generalize), an irrevocable, discretionary trust can be 

a wonderful solution, even in certain civil law countries who are typically unfamiliar with this 

common law concept. Irrevocable means that the transfer of the assets into the trust cannot 

be made undone. Discretionary means that the trustee manages the assets of the trust in 

accordance with the trust deed (private written instructions created by the settlor of the 
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trust), while at the same time using his/her judgment to determine whether an activity 

should be undertaken. In other words, the beneficiaries can’t influence the timing and 

amount of any distributions. No, the trustee decides if, when, how and for which amount a 

distribution is made to the beneficiaries. As you may expect, this can influence the tax 

liability of the beneficiaries when they actually receive such an ‘occasional and unexpected’ 

distribution… 

 

Not Taxable 

As said before, the trustee is the legal owner of the assets transferred into the trust, but 

also of the income these assets produce, such as dividends and capital gains. In principle, 

revenues are only taxable in respect of the trustee. In most cases, the trustee is a 

specialized company in a low-tax jurisdiction which has no links with the country of 

residence of the settlor and the beneficiaries. Therefore, the income of the trust isn’t taxable 

in the country of residence of the settlor nor in the country of residence of the beneficiaries. 

 

What if a distribution is made from the trust to a beneficiary who’s resident in a civil law 

country (which traditionally doesn’t know the concept of a trust in its legislation)? 

Sometimes, a civil law country has no tax law provisions to tax distributions originating from 

a trust. And as you may know, there’s no tax to be paid if there’s no specific legislation 

stating that such distributions from trusts are subject to personal income tax! Of course, 

each country is different so a careful analysis is always necessary. You certainly have a 

chance of success with an irrevocable discretionary trust where the settlor isn’t the same 

individual as the trustee or protector (because otherwise local tax authorities could call this 

a ‘sham’ trust, meaning that the settlor didn’t really transfer the legal ownership of his/her 

assets to somebody else). 

 

Where do I set up a trust? 

There are several jurisdictions where you can establish a trust such as the UK, Jersey and 

Guernsey to name but a few. Interestingly, it’s also possible to establish a trust in New 

Zealand or Singapore for example and this could be advantageous because of their greater 
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discretion. What’s also interesting about these countries is that you may replace the trustee 

by a so-called trust company… 

 

Many continental Europeans feel somewhat uncomfortable with transferring their assets into 

a trust and transferring the legal ownership of their assets to a trustee. Obviously, in 

practice, the trustee is a professional law firm that does nothing else than providing trustee 

and councillor services and that usually delivers an excellent job. However, there might be a 

number of people who still might feel uncomfortable. Therefore, it might be a good idea to 

replace the trustee by a trust company. This is a company (a traditional Limited for 

example) which can be set up in such a way that the settlor can get more hold over the 

trust. 

 

For the connaisseurs … 

On the one hand, you have trusts which are a common law legal arrangement and the 

product of many centuries of Anglo-Saxon jurisprudence. On the other hand, you have 

foundations which are separate legal entities historically familiar to a civil law system (which 

has its roots in the Code Napoléon). Private foundations will be, in certain cases, an 

attractive alternative to trusts, since they’re familiar legal vehicles in many civil law countries 

where there’s no recognition of the trust concept. But why should it be black or white? You 

can also have the best of both worlds: you can combine both! For example, it’s imaginable 

that a trusts’ beneficiary is a foundation, or the other way round. Somebody who wants to 

make things hard for creditors, works for example with a Panamanian Private Interest 

Foundation which has a New Zealand trust as the only beneficiary. Then you’re not only 

combining two different legal concepts and two different geographical locations, but you’re 

also combining two different legal systems (civil law and common law). As you already 

understand: a tough job for lawyers. This only to demonstrate that there are huge 

possibilities with trusts and foundations. 

 

Those who want discretion in the Anglo-Saxon world will always use a trust. One has a will 

and Paul is appointed as the heir. Nobody needs to know that Paul actually doesn’t receive 



48 

 

the inheritance himself, but is the trustee of a trust for the benefit of somebody else… 

Interesting… Of course, on the European continent, where you’re confronted with forced 

heirship rules most of the times, this story is of less importance. But even here there are 

some interesting and creative, but legal possibilities.  

 

Important considerations 

Establishing one of the vehicles or legal arrangements mentioned in this chapter is a 

complex event. It’s of paramount importance to establish them in a correct way, to seek for 

expert guidance, to choose the right jurisdiction and to identify suitable professional 

managers (if necessary). Establishing such vehicles or legal arrangements is more expensive 

than incorporating a standard ‘offshore’ company, but it certainly doesn’t cost the earth. 
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Beating the game by understanding the rules 

No pain, no gain 
 

We bet you’re planning to skip this chapter now that we’re confessing this chapter will teach 

you the fundamental principles in international taxation. You probably start to feel 

uncomfortable and it reminds you of these boring theoretical classes in school. Believe it or 

not, it’s important to get an insight in these basic principles, especially if you’re an investor, 

entrepreneur, permanent traveller, pensioner, somebody who’s planning to relocate to 

another country for (tax) climate reasons, and so on. 

 

Let’s say you live in a country where the interest rate on your savings account is lower than 

the inflation rate. If you were lucky enough to study some economics then you should 

realize you’re losing money instead of saving and multiplying it. So you decide to invest your 

money outside the borders of your country of residence. Or imagine you finally decided to 

realize your dream of producing and selling customized toilet paper. Of course you want to 

produce your customized toilet paper where the cost is low and the quality high so chances 

are you will have to cross country borders to make it happen. Or think about your adorable 

girlfriend who always wanted to do something with her extraordinary passion for handbags. 

She’s travelling around the world to identify potential suppliers. She located beautiful 

handmade handbags in the suburbs of Nairobi and will sell them in Canada. As a last 

example, think about your friend whose life motto is: “Music saved my life”. Music is his 

passion, he’s creating catchy tunes and he’s playing dj-sets in clubs around the world. He 

resides in a particular country but most of the time he’s travelling to play his beats in clubs 

in Asia, the USA and Europe.  

 

It may be clear that these and many other scenarios will trigger an international tax issue 

under the laws of at least two countries. This chapter is intended for the broad range of 

people who are confronting international tax for the first time. The aim is to give a clear and 

creative overview of the principles of international tax law and to be useful to a diverse 

audience. 
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By understanding the rules and principles you’ll start realizing it’s not necessary to play the 

game like most other people do. Instead of playing the game, you can BEAT the game. The 

only thing you have to do is (1) understand the rules, (2) identify the loopholes and (3) 

exploit the loopholes.  

A rectification to begin with 

 

Tax avoidance is as old as the taxes themselves. Many journalists and politicians making a 

big fuss about it and trying to portray this phenomenon as innovative white collar criminality 

are only selling lies to the people. Let’s give you some examples.  

 

One of the first known incidents of tax avoidance appeared about 4,000 years ago in 

Mesopotamia (modern-day Iraq). A king needed money for his army to finance the war. He 

decided to levy a small tax on individuals who crossed a bridge across a local river in order 

to go farming on the other side. The citizens disliked the new tax and began swimming 

across the river in order to avoid the tax. That’s when the king decided to enact the first 

anti-avoidance rule in history: swimming across the river was a capital crime and the 

punishment was severe. It put an end to the tax avoidance scheme. 

 

In England and Wales, a property tax based on the number of windows in a house was 

introduced during the 17th century. The policy makers assumed that wealthy people had 

bigger houses with more windows. To avoid the property tax, many tax-shy owners decided 

to brick up the window spaces, which explains why many old buildings in Central London for 

example have bricked-up window-spaces. 

 

The readers among you who already visited Amsterdam should have noticed the special 

narrow houses when walking along the canal sides. In the 17th century, property on the 

canal sides was scarce and valuable because all merchants wanted a house on the canal 

side so they could hoist their merchandise from the boats in the canal straight to the attic of 
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their houses. At that time, the expansion of the city had to be financed and a property tax 

was introduced depending on the width of the house. Result? Tax avoidance of course. All 

the houses on the canals were built narrow and deep. The narrowest house in the city is 

only 1 meter (not even 4 feet) wide while the back of that house is 7 meter (22 feet) wide. 

An extreme but effective example of tax avoidance because it was still a house of a good 

size and the owner only had to pay a minimum of property taxes. 

 

Once and for all: There’s a very important distinction to be made between tax evasion and 

tax avoidance and categorizing almost everything as illegal and white collar criminality is 

both wrong and incredibly stupid.  

 

Tax evasion is pure tax fraud and illegal because the taxpayer intentionally avoids paying 

tax without avoiding the tax liability and this constitutes a breach of the law. Simply put, the 

taxpayer hides taxable income for example.  

 

In contrast, tax avoidance is legal. The taxpayer exercises his right to choose the least taxed 

route. It’s also intentional but the taxpayer doesn’t break any law and respects all the 

consequences of his/her legal acts. This fundamental principle of freedom of contract is 

internationally accepted by courts in many countries so taxpayers are free to arrange their 

affairs as they wish in order to save on taxes.  

 

Tax inspectors don’t like this principle of the free choice of the least taxed route and then try 

to prove illegal tax evasion of creative taxpayers. This is often difficult to accomplish and 

that’s why several high-tax countries introduced general and specific anti-abuse provisions. 

These provisions have to ensure that taxpayers using their right to minimize their tax burden 

don’t abuse this right. It may be clear that identifying the borderline between the use and 

the abuse of a right is a very difficult task. 

Each country acts ‘like a boss’ 
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Each country creates its own set of tax rules and has the power to decide how to organize 

its taxation system. These tax rules are then incorporated in the income tax laws of that 

particular country. In other words, tax laws are created by a country itself and are not 

determined by other countries or international organizations such as the OECD. Because 

individual countries are ‘the boss’ when it comes to determining their tax system, tax 

systems often conflict on cross-border transactions, which may lead to excessive taxation of 

the taxpayer’s income. 

Countries MAY tax income in 2 ways 
 

If a country wants to collect taxes, it has to identify crucial connecting factors that link 

taxpayers personally to the country. If the country can identify these connecting factors, it 

has the right to impose taxes. For natural persons like yourself, Mr. Zuckerberg and Mrs. 

Clinton, these connecting factors can include personal links with the country by virtue of 

residence, domicile or even citizenship in some cases (USA). For companies and other legal 

entities these connecting factors can include the place of incorporation, the location of a 

registered office or the place of management and control. 

 

Countries are able to tax income in two ways based on the connecting factors mentioned 

above:  

 

A country may impose a tax on income if that income is derived from economic activities 

within its territory. In other words, limited taxation rights on income are granted to the 

country of source due to the economic attachment of individuals or legal entities. This 

means both resident and non-resident taxpayers (the difference will be explained later on) 

have to pay tax on the income arising from sources within a country if that country decides 

to tax that income. 

 

A country may also impose a tax on income if there’s a connection between that country 

and the person receiving the income. In practice, unlimited taxation rights are granted to 
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the country of residence, due to the personal attachment of individuals and legal entities. In 

other words, the country of residence may impose its taxes on the worldwide income of its 

resident taxpayers because of the protection it offers to these taxpayers.   

 

As the title of this section suggests, countries MAY but don’t have to apply both methods to 

tax income. As a consequence, we can subdivide countries into two categories: 

 

First, we have the category of countries which combine the two methods to tax income. 

They apply both their source and residence jurisdiction and this strategy is called a 

worldwide taxation system. This means they tax their residents on their worldwide income 

(income derived both from sources within and from outside their territories) and that they 

tax their non-residents only on their income derived from within its territory. An example will 

clarify this: country A applies a worldwide taxation system. It taxes Mr. Johansson, resident 

of country A, on his income derived from within the country but also on his income derived 

from country B and C. In addition, country A also taxes non-residents such as Mr. Kawasakili 

who earns an income from sources within the territory of country A.2 The number of 

countries using this worldwide tax system is substantially bigger than the second category of 

countries.  

 

Secondly, we have countries who only exercise their source jurisdiction and not their 

residence jurisdiction. They apply a territorial tax system, meaning they tax both residents 

and non-residents but only on their income derived from sources within their territory. They 

                                            

2 A small remark about the United States of America can be made here. The USA applies this 

worldwide taxation system like country A in our example but it applies a special edition of this 

system… It replaces the residents (taxed on their worldwide income) by citizens. In practice it means 

that the United States taxes people with a USA passport on their worldwide income, even if they’re 

resident of another country (read living in another country). In other words, USA citizenship triggers 

worldwide taxation for USA tax purposes. Of course, there are systems in place to avoid double 

taxation. 
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distinguish themselves from the first category (worldwide taxation system) by not imposing 

taxes on any income derived from sources outside of their territory.  

 

As you will understand, the distinction to be made between residents and non-residents is 

particularly crucial for countries who use a worldwide tax system, because these countries 

tax their residents also on their income derived from sources outside their jurisdiction. 

Residents versus non-residents 
 

Each country has its own set of tax rules which implies that residence rules have to be 

analysed on a country-by-country basis. Consequently, these rules may conflict between 

countries and as such a person (natural person or legal entity) could be taxable in two or 

more countries on the same income under the domestic laws of these countries.  

 

A ‘resident’ can be a natural person (such as Hillary Clinton and Mark Zuckerberg) or a legal 

person (such as a company) and the set of rules to determine the residence of these 2 

categories of persons differs. 

 

Natural persons 

The tax residence of individuals such as you and your friends is normally determined by a 

combination of both objective and subjective factors. A first test to check whether an 

individual is resident in a country is the objective physical presence test. A second test to 

determine whether an individual is resident is the more subjective facts and circumstances 

test, checking the permanent home, habitual abode, lifestyle, and other criteria from the 

relevant individual. Countries can decide whether they apply only objective or subjective 

factors, or a combination of both.  

 

The physical presence test 
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The crucial factor is the physical presence of the individual for more than a specified number 

of days, generally 183 days or six months in the fiscal year. In other words, an individual 

present in a country for at least 183 days of the taxable year is a resident for that year. 

What is considered as a day of physical presence varies widely under the different domestic 

laws of countries. Depending on the country, a part of the day, presence at midnight or a 

stay of just one minute can count as a full day. The treatment of going on holidays also 

varies widely among countries: some of them include the days of arrival and departure while 

other countries exclude both days when calculating an individual’s residence status. 

 

The 183-days test is enforceable in countries that exercise tight control over their borders. 

In practice, it’s very hard for countries using this test to enforce this 183-days rule, 

especially when many individuals frequently enter and leave the country without border 

checks. Besides the lack of enforceability, this test also has its limits… Smart and informed 

individuals can easily plan around the 183-days test to avoid undesirable personal income 

tax rates of certain countries. 

 

Important to note is that some countries use the period of physical presence as the sole 

test, while many other countries only apply the physical presence test as one of the factors 

to determine an individual’s tax residence. Last but not least, there are also countries that 

don’t use this test.  

 

Facts and circumstances test 

Facts and circumstances, which tend to be more subjective compared with the physical 

presence test, are also used to determine the tax residence of individuals. Under this test, 

the tax authorities of a country can examine a large variety of factors by addressing one or 

more of the following questions:  

 

Does the individual retain a permanent home or habitual abode, which is available for 

his/her use, in the country? Does the individual maintain the centre of his/her vital interests 
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(economic, social and family ties) in the country? Where does the family of the individual 

reside? What’s the individual’s visa and immigration status? Does the individual engage in 

income-producing activities in the country? Does the individual have the intention to reside 

permanently in the country? What’s the nationality of the individual?  

 

In other words, by using these facts and circumstances factors, tax authorities want to 

prove the connection between an individual and the country. Of course, delivering this proof 

is a hard task in these times of extreme mobility. The rules vary widely and have to be 

carefully analysed on a country-by-country basis.  

 

Companies 

When it comes to determining the residence of a company, countries generally use two sets 

of criteria. In order to determine the legal seat of the company, the first set consists of 

formal criteria such as the place of incorporation, registration in the commercial register, 

registered address, etc. In order to determine the real seat of the company, the second set 

consists of factual criteria such as the place of effective management, the administrative 

seat, the principle business location, the nationality or tax residence of controlling 

shareholders or directors, etc.  

 

The factual criteria were invented by high-tax countries to discourage their residents to 

establish letterbox companies in tax havens. Traditionally, the tax legislation of a high-tax 

country contains provisions that a foreign company is taxable in this high-tax country when 

that foreign company is managed and controlled from within that high-tax country. These 

provisions make letterbox companies automatically taxable in a high-tax country. However, 

in most of the cases, it’s a difficult task for the tax departments to prove that a company is 

merely a letterbox company and that the company is actually managed and controlled by a 

resident of the high-tax country. This task is made even more difficult by the fact that it’s 

often very difficult to reveal the real beneficial owner of a company incorporated in a tax 

haven, due to the secrecy legislation in these tax havens. Also, the place of effective 

management isn’t the most obvious concept, due to the fact that the definition of 
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management varies widely under the domestic law and practices in different countries. The 

definition of effective management is interpreted in three ways by different countries: it 

could be either central management and control (highest level of management exercised by 

the board of directors) or it could be operational management (also lower levels of 

management are taken into account), or it could be both.  

 

Usually, countries use a combination of formal and factual criteria to determine whether a 

company is resident for tax purposes. Of course, there are also countries which are only 

opting for formal criteria (place of incorporation) or only opting for factual criteria (place of 

management) to determine if a company is resident for tax purposes. 

 

Let's have a look at a little example containing the formal and factual criteria mentioned 

above: company X is incorporated in country A. Country A only uses a formal criterion for 

residence, being the place of incorporation. Hence, from the perspective of country A, 

company X is a resident company for tax purposes. However, in reality, company X is 

managed in country B which uses the informal criterion of effective management. From the 

perspective of country B, company X is a resident for tax purposes. As such, company X will 

be resident of both states for tax purposes and will be liable to tax in both countries. This is 

a problem of international double taxation…  

International double taxation 
 

If all countries would apply a pure territorial tax system and only exercise their source 

jurisdiction, then no tax conflicts would arise at all. This is because each country would 

restrict its taxing rights to income arising in their own fiscal jurisdiction. However, because 

many countries also exercise their residence jurisdiction, things can get complicated. In 

reality, most tax conflicts arise because of a conflict between these principles of residence 

and source jurisdiction. The tax conflicts cause international double taxation and this 

phenomenon can arise in two forms: economic or juridical.  
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We talk about international economic double taxation when two different taxpayers are 

taxed with regard to the same item of income. Let’s illustrate this with an example:  

 

Imagine we have a parent company Loco Industries, famous for its quality vodka, which is 

resident in a high-tax country E. Loco Industries owns 100% of the shares of a subsidiary 

company Loca Consulting in a low-tax country F. The board of directors of the group wants 

to minimize the total tax burden and decides to ‘shift’ some profits from high-tax country E 

to low-tax country F. Loco Industries starts paying excessively high prices for consulting 

services offered by Loca Consulting. In this way, the parent company is creating extra costs 

and is lowering its taxable income in order to pay less taxes (because taxes are being 

computed on the taxable income). The subsidiary Loca Consulting receives extra revenue 

(compared to the original situation where Loca Consulting would charge normal prices to the 

parent company) which is then taxed at the more favourable tax rates of the low-tax 

country F. Now, this is exactly a situation where economic double taxation could pop up: 

Imagine high-tax country E does not agree with this (too extreme) profit shifting mechanism 

and decides to correct and increase the taxable income and the tax liability of Loco 

Industries. If low-tax country F of the subsidiary Loca Consulting doesn’t make a 

corresponding downward adjustment of the taxable income, then economic double taxation 

arises (because the same piece of income would be taxed twice in the hands of two 

different taxpayers). 

 

International juridical double taxation arises when the same income is taxed in the hands of 

the same taxpayer by more than one country and the total tax burden is higher than if the 

income had been taxed by only one country. Let’s illustrate this again with an example:  

 

Mr. Mozart is a resident of country E and is doing business in countries K, L and M. Based on 

their source jurisdiction, countries K, L and M will tax Mr. Mozart on the respective income 

streams x, y and z he derives from within each of their fiscal jurisdictions. As if paying taxes 

in these 3 countries were not enough, country E will also charge Mr. Mozart. He’s a resident 

of country E, meaning country E has the right to tax him on his worldwide income (his 

worldwide income is the sum of his income derived from sources within country E and the 
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income streams x, y and z from abroad). In other words, the income streams x, y and z will 

be taxed twice in the hands of Mr. Mozart. The innocent Mr. Mozart has to pay taxes twice 

on the same income in different countries.  

 

We can conclude that especially juridical double taxation is undesirable for taxpayers 

because the same person has to pay tax twice on the same income in different countries (in 

our example we use the natural person Mr. Mozart but analogue problems can arise for legal 

entities such as companies). 

Avoiding to be ripped off twice 
 

You would assume that there’s a powerful overriding international tax law in place to 

harmonize the different income tax systems of all countries in the world. In this way, 

taxpayers wouldn’t have to pay tax twice on the same income. Guess what? There’s no such 

thing! 

 

But how are taxpayers protected from this awful juridical double or even multiple taxation 

on income? First of all, many countries grant unilateral tax relief under their domestic tax 

legislation to avoid or minimize juridical double taxation (read many countries don’t impose 

additional taxes on income derived from outside their borders). However, these tax relief 

measures are frequently insufficient because of different opinions between countries on 

taxing rights. That’s why countries solve the major part of their tax conflicts by signing 

Double Taxation Avoidance Agreements (DTAAs) in order to prevent situations where 

taxpayers are being taxed twice when investing abroad.  

 

These DTAAs generally avoid and reduce the international juridical double taxation 

mentioned above (two or more countries taxing Mr. Mozart in respect of the same income 

for example). Tax laws aren’t international (but national) and there are no overriding 

international laws of taxation that are enforceable on countries. Only Double Taxation 

Avoidance Agreements (DTAAs) generally override domestic legislation because they are 
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internationally binding obligations between countries under public international law. DTAAs 

ensure a fair distribution of global tax revenues among nations and their primary objective is 

to limit the taxation powers of the contracting countries.  

 

DTAAs are binding on (1) the tax authorities and (2) taxpayers under domestic law, once 

the DTAAs become part of it, either by incorporation or by transformation under its law. The 

provisions of the DTAA are then enforceable and the taxpayer has rights and obligations 

under the treaty. Many countries allow taxpayers to choose between the DTAA and the 

domestic law provisions, whichever is more advantageous to them. When you read between 

the lines you realize these DTAAs (also called income tax treaties) are an incredible source 

of opportunities. Why? Because these DTAAs open the door to ‘treaty shopping’. No, we’re 

not talking about going to the shopping mall and buying some delicious chocolate coated 

‘treaties’… We’re talking about getting access to a favourable DTAA in order to legally avoid 

taxes.  

 

Normally, only residents of the contracting countries X and Y are entitled to the benefits of 

the DTAA concluded between country X and Y… But if you’re a non-resident (resident of 

country A for example) and jealous of the benefits of the income tax treaty concluded 

between country X and Y, you can always manage to have access to this treaty and enjoy 

its benefits too. Suppose you’ll derive income from country Y. Imagine your country of 

residence, country A, doesn’t have a favourable income tax treaty with country Y. This 

would imply that country Y will impose serious withholding taxes on various income streams 

(withholding taxes are the taxes a country imposes by exercising its source jurisdiction, it’s a 

technical term). But, being a non-resident of both countries X and Y, you can however 

obtain the benefits (reduced withholding taxes) of the income tax treaty between countries 

X and Y by establishing a company or other legal entity in country X. That company could 

then function as a conduit company for income earned in country Y. In other words, this 

conduit company will serve as a tax-efficient pipeline for income earned in country Y and 

flowing to the country of residence, country A. Most of the times, taxpayers engage in treaty 

shopping to (1) shift income, in a legal way, from a high-tax country to a low-tax country in 

order to pay less taxes and/or (2) obtain reduced withholding tax rates on dividends, 

interests and royalties. 
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Europe and its EU law: Plenty of opportunities 
 

When taxpayers want to structure cross-border investments in or from Europe, EU law will 

play a crucial role.  

 

EU law has priority over any conflicting national law and can generally be directly invoked by 

EU nationals. The Treaty on the Functioning of the European Union doesn’t contain 

provisions about the harmonization of direct taxation systems but contains several relevant 

articles about the abolition of double taxation within the European Union and the prohibition 

of any discrimination on grounds of nationality. This is expressed in the provisions on the 

fundamental freedoms: free movement of goods, free movement of workers, freedom of 

establishment, freedom to provide services, free movement of capital and payments and 

freedom to move and reside within the European Union.  

 

Multiple decisions of the European Court of Justice have contributed to eliminate several 

barriers between member states. The European Court of Justice played (and is still playing) 

a very important role in shaping the tax systems of EU member states by interpreting the 

fundamental freedoms in the Treaty on the Functioning of the European Union in relation to 

the domestic tax systems of the different member states. 

 

Again, when you read between the lines, you realize that clever individuals and companies 

can make use of the fundamental freedoms addressed above. Multiple advantageous tax 

regimes offered by various European Union member states are accessible and this in a 

completely legal way.  
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Low-tax jurisdictions 

Now you have a good grasp of the basic principles of international taxation, we can 

conclude that the Double Taxation Avoidance Agreements (DTAAs) mentioned in the 

previous chapter are necessary to avoid double taxation. However, DTAAs alone are 

insufficient to minimize the tax burden of individuals and legal entities! What really matters 

is that, if one’s really determined to minimize the overall tax burden, more is needed… And 

that’s exactly how this chapter of low-tax jurisdictions ties in with what has gone before!  

 

Low-tax jurisdictions are the other fundamental cornerstone, besides banking secrecy, to 

make yourself invisible to greedy tax inspectors. This refreshing chapter will shed a light on 

the mysterious low-tax jurisdictions and will function as a cornerstone in the remaining 

chapters. These remaining chapters will cover the following topics: doing business in a 

discreet and tax-efficient way, packing your bags and relocating to a tax-friendly jurisdiction, 

and obtaining a second passport.  

The disappearing taxpayer 
 

“The art of taxation consists in so plucking the goose as to obtain the largest amount of 

feathers with the least amount of hissing”. This was the advice French King Louis XIV 

received from his Minister of Finance Jean-Baptiste Colbert. Despite the fact that this advice 

could theoretically still apply today, there’s a catch in it. That’s because in the 17th century 

only geese could fly, but nowadays everyone can.  

 

It was tailor-made advice for the circumstances that applied back then. How could Jean-

Baptiste Colbert possibly know that those innovative brothers Orville and Wilbur Wright 

would invent the world's first successful airplane and make the first controlled, powered and 

sustained heavier-than-air human flight on the 17th of December 1903? How could he 

predict the invention of the telephone, the mobile phone, the Internet, electronic mail, 

encrypted data transmission, cloud computing, etc.? The basics of today were completely 

unimaginable back then and even for the extraordinary broad-minded people with a high 

http://en.wikipedia.org/wiki/Fixed-wing_aircraft
http://en.wikipedia.org/wiki/Flight#Mechanical


63 

 

empathy back then, the communication and transportation possibilities available nowadays 

would still have sounded like a science-fiction scenario. 

 

It's 2013 and we live in an ever-shrinking world where national borders are becoming less 

and less of a challenge. Globalisation, a frightening word for labour unions, hasn’t only its 

implications for multinationals, but also for professionals, entrepreneurs, investors, 

pensioners and students. More and more students go live and study abroad. Increasingly 

more professionals live and work abroad and increasingly more people spend their leisure 

time abroad, thanks to the low-cost carriers that made air travel accessible for the Average 

Joe. Also increasingly older people love to enjoy their retirement abroad. 

 

Because of the globalisation and technological evolutions, a contradictory trend is rapidly 

developing. On the one hand, you have the governments and their tax authorities which are 

becoming increasingly capable to learn anything and everything about each taxpayer. With a 

press of the button, they can have access to lots of information, both internal and external 

(the Internet and social networks to name but a few). On the other hand, the same 

taxpayer can use that same automation, technology and increased mobility as a 

counteroffensive. 

 

A textile manufacturer from Italy can outsource the production of his products on a JIT (Just 

In Time) basis to Bangladesh. For non-economists: JIT means the manufacturer in 

Bangladesh only starts producing when receiving the order from the Italian company. This 

means the Italian company avoids big warehouses and lots of expensive stock because the 

products can be shipped directly from Bangladesh to the customer, under the label of the 

Italian company. 

 

Imagine yourself being an entrepreneur who invented something valuable, but you’re living 

in a high-tax country. Then it makes perfectly sense to patent that invention and register 

that patent in a company you set up in Nevis. Meanwhile, you also established a trading 

company in Delaware (USA) responsible for the production of the products in a Free Trade 
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Zone in Malaysia. The goods are sent directly by courier to customers worldwide, who 

placed the order on the website (which is hosted on a server operated by an Internet 

Service Provider in Hong Kong). The customer transfers the funds online to the Swiss bank 

account of the trading company in Delaware, which in its turn pays royalties to the company 

in Nevis to compensate for the permission to commercialize the patent. Meanwhile, the 

manager sits on his yacht, paying an absolute minimum of taxes and cruising international 

waters under the Panamanian flag. Fiction? Just keep the wise words of William Arthur Ward 

in mind: “If you can imagine it, you can achieve it; if you can dream it, you can become it”. 

What not to do! 
 

Many people think that they can just set up a company in a low-tax jurisdiction and go 

ahead. Obviously, this is a big misconception. It happens more than once that someone 

establishes an offshore company and believes that from that moment on, the gates of the 

fiscal Walhalla will open. Nothing is further from the truth. At first sight it looks easy but 

unfortunately, in practice, it’s much more complex. There are some very important 

conditions to be evaluated before you even consider creating a cross-border tax-efficient 

structure. The country of residence, the type of business or activity (tangible/intangible 

goods or services), the supply chain, the geographical area where you’re active and the 

localisation of the funds are some of them. All these aspects have to be matched with the 

domestic tax legislation of the country of residence and also with international and European 

tax principles.  

 

"Going offshore" is definitely not a game but is work for experts. An amateurish approach 

only leads to problems and this can’t be emphasized enough, tax authorities just rectify each 

amateurish attempt! 

Offshore centres 
 

‘Offshore bank account’, ‘tax paradise’, ‘offshore’ and ‘tax haven’ are all catchy terms 

regularly popping up in famous movies and television series about a mafia or gangster 

conspiracy. These terms sound mysterious and undoubtedly add a mysterious business 
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cachet to the movie or episode, while at the same time sprinkling an amount of danger and 

illegality over it. As everybody knows, besides marketers, also movie producers need to 

arouse their audience to get their attention and to manipulate their feelings. Please put 

aside your prejudices and let’s try to understand what all these mysterious terms really 

mean…  

 

Before we get down to the very root of this chapter, being the distinction between various 

types of low-tax jurisdictions, let’s first tackle the notorious term ‘offshore’. Readers active in 

the petrochemical industry will remark this term is used to talk about oil drilling platforms 

somewhere in the middle of the sea. However, the term is also used in the financial services 

industry. To make it easy to understand and remember, many tax specialists use the term 

‘offshore’ simply to indicate everything that has to do with low-tax jurisdictions. A clean term 

without connotations. Offshore means beyond the borders or beyond the coast. Offshore 

centres are financial centres trying to escape the control of the financial authorities of high-

tax countries, which are characterized by their incredible red tape. Offshore centres don’t 

operate from a ship or an oil drilling platform but from a jurisdiction with less rigid financial 

legislation than its neighbouring countries. Offshore centres sometimes flourish in countries 

with pristine beaches and overhanging palm trees, but generally speaking, offshore centres 

can be found anywhere in the world and certainly not only in countries blessed with tropical 

plants and a turquoise sea with beautiful coral reefs and cute hawksbill sea turtles. 

 

There are dozens of such centres and nearly every year new ones are established. The main 

features of an offshore centre are discretion, modern and flexible company law, low taxes 

and banking secrecy. An offshore centre is usually well organized, has a highly educated 

workforce and has a good infrastructure: the Isle of Man, the Cayman Islands and Mauritius 

are just some examples.  

 

There's no place for criminals in the major and well-regulated offshore centres. For example, 

the Monegasque banks are supervised by the French national bank, so it wouldn’t be a good 

idea for a French swindler to stow his illegal assets in the French Riviera Principality. It’s also 

a misunderstanding to think that offshore centres exist for the sole purpose of avoiding 
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taxes. No, they’re primarily centres where banks and insurance companies can operate in a 

liberal and low-tax environment with minimal red tape. The main advantage of offshore 

centres is their liberal set of regulations concerning commercial and financial activities. Many 

offshore centres function as real magnets for banks, insurance companies and other 

financial services companies in our heavily regulated world.  

 

Many offshore centres have incorporated banking secrecy in their legislation. Banks and 

bankers can therefore be prosecuted if they release information about their customers. The 

global fight against money laundering and terrorism resulted in Know Your Customer (KYC) 

procedures that are commonplace nowadays in most offshore centres: banks want to know 

exactly whom they’re dealing with (they want to know the Ultimate Beneficial Owner of the 

bank account for example). 

 

The proverbial discretion of an offshore centre is also implemented in company law. 

Obviously, shareholders of a company often don’t want their position to be publicly known. 

A way of avoiding unwanted publicity is the use of bearer shares, a system that used to be 

commonplace in any continental European country but was almost unknown in most Anglo-

Saxon countries.  

Don’t compare apples and oranges 
 

Nowadays, it’s no longer sufficient to say ‘tax haven’ when talking about a low-tax 

jurisdiction. 

 

First, there’s the pure tax paradise, where there are no direct taxes at all: both individuals 

and companies aren’t subject to any tax and there’s no capital gains tax, no inheritance tax 

and no gift tax. This means both individuals and companies can settle their affairs without 

worrying about any tax obligations. Typically, companies in these countries only pay a set-

up fee and an annual subscription fee from the second year onwards. Since most 

governments desperately need their tax revenues, such tax paradises are relatively scarce. 
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Moreover, many of these countries are actually tax pariahs because high-tax countries don’t 

want to have anything to do with them. Companies operating from a pure tax paradise will 

eventually collide with the residence test of the countries in which they’re active. Many high-

tax countries use factual criteria such as the place of management and control to determine 

whether a foreign company is tax resident in their country (see previous chapter). The 

Cayman Islands, the Bahamas, the British Virgin Islands, Bermuda and Bahrain are a few 

examples of pure tax paradises. 

 

Secondly, there are tax havens, where they impose taxes on individuals and companies 

domiciled there but make an important exception for companies not developing any 

business activity within the boundaries of the country. In other words, these countries make 

their company register available for companies that don’t have anything to do with these 

countries. These companies are prohibited from doing business within the boundaries of the 

country and in return, they can benefit from a liberal business environment with no 

accounting requirements and no obligation to pay corporate taxes because they’re offered a 

zero tax rate on their worldwide income. Traditionally, this type of company only pays a set-

up fee and an annual subscription fee from the second year onwards.  

 

The only link between the tax haven and this type of company is the registered agent and 

the accompanying registered address of the company. As said before, these registered 

agents are domestic companies with the permission of the local tax haven authorities to 

incorporate the corporate and wealth planning vehicles available in the portfolio of that tax 

haven. These registered agents typically manage hundreds of companies and provide them 

a registered address (and additional facilities such as mail forwarding and telephone 

services, if required). Examples of such tax havens are Belize, the Republic of Seychelles 

and the Commonwealth of Dominica. 

 

Finally, there are also tax shelters, where they impose taxes on individuals and companies 

domiciled there but grant special tax advantages to specific activities or types of companies. 

Tax shelters levy corporate taxes on business income which means that, at the surface, it 

doesn’t look like they have something special to offer. However, each and single one of 
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them has a cleverly designed and unfathomable list of exceptions in place for certain 

activities and companies. The trick is to make optimal use of these exceptions. These tax 

shelters are an inexhaustible source of income for lawyers and tax consultants who earn 

their living by minimizing the tax liabilities of their clients. A special kind of tax shelters for 

example are countries with a territorial tax system such as Hong Kong, Uruguay, Singapore, 

Malaysia and Panama. These countries tax individuals and companies but they don’t tax 

income realized outside their country borders. They provide a good infrastructure and local 

offices, including a competent workforce, which enables structures with watertight local 

management and control. Hong Kong especially has acquired a strong reputation as a solid 

location for trading companies exporting goods from the Far East to the USA and Europe. It 

goes without saying that tax-efficient structures using these tax shelters are much more 

difficult to attack for tax authorities of high-tax countries! 

 

The last category of low-tax jurisdictions, tax shelters, is the widest and with it the hardest 

to pin down. Depending on the criteria used, not only Luxembourg and Liechtenstein are 

eligible for this category, but also Hong Kong, Belgium, Uruguay, the Netherlands, Paraguay, 

Singapore, Hungary, Malta, Mauritius, the UK, the USA, Canada, etc. 

 

Somehow, it remains a matter of academic interpretation. The crucial thing to understand is 

that a tax shelter is better than a tax haven. Also remember that it’s virtually impossible to 

straighten out the difference between the multitude of tax havens and tax shelters. Let’s 

illustrate this with two examples.  

 

The Principality of Monaco has the reputation of being a real tax paradise. The Principality 

indeed is a pure paradise for individuals and companies only active within the Principality 

(zero income taxes). However, Monegasque companies with international operations are 

taxable, so the Principality of Monaco doesn’t match the definition of a pure tax paradise.  

 

When we have a look at Mauritius, ‘the gate to Africa’ (and India), we would assume this 

country is a splendid example of a tax haven at first sight. Why? Taxes are raised on both 
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individuals and companies domiciled there, but an exception is made for GBC II companies 

(read zero income tax has to be paid by GBC II companies) which aren’t active within the 

boundaries of the country but instead derive their income from outside Mauritius. However, 

Mauritius isn’t a real tax haven… It’s actually a mutation between a tax haven and a tax 

shelter. So besides the tax haven characteristics, Mauritius also has tax shelter 

characteristics… The corporate income tax rate is set at 15% for resident companies. GBC I 

companies are regarded as resident and are able to take advantage of Mauritian Double 

Taxation Avoidance Agreements. The special thing about these GBC I companies is they can 

utilise a generous unilateral foreign tax credit. For some readers this may sound like Chinese 

so let’s clarify this…  

 

What was the definition of a tax shelter again? A country that grants special tax advantages 

to specific activities or types of companies. A GBC I company is a specific type of company 

and hence it receives a special tax advantage. More specifically, at the surface it looks like 

GBC I companies have a tax liability of 15% on their taxable income. But when you look 

closer, you should realize it isn’t the case. GBC I companies deriving foreign source income 

are eligible to a tax credit which is 80% of the Mauritian corporate income tax rate. To put it 

differently, GBC I companies have a residual tax liability of only 20% of the original 15%, 

meaning they’re suffering a maximum effective tax rate of 3%. GBC I companies can always 

claim this unilateral foreign tax credit, even in the absence of evidence of tax paid on its 

overseas income. And that’s why Mauritius is a mutation between a tax shelter and a tax 

haven. 

 

All of us know that the Cayman Islands, Bermuda and Jersey are low-tax jurisdictions but do 

you know that countries such as Costa Rica, Uruguay, Ireland and many others can offer 

opportunities too? It could even be suggested that such deadly (as far as tax is concerned, 

remember the Tax Freedom Day in the first chapter) countries as Sweden and Belgium 

could be real tax shelters under certain circumstances. Sweden has a beautiful holding 

company regime and Belgium is the place to be for both multinationals and High Net Worth 

Individuals (individuals can benefit from the absence of both a capital gains tax and a 

wealth tax; multinationals can benefit from the Notional Interest Deduction scheme).  
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Besides the theoretical distinction between three types of low-tax jurisdictions, another 

distinction with much more practical value can be made: countries with a reputation as a tax 

haven versus countries without such a reputation. This practical distinction is important for 

three reasons. First, countries without a reputation often have a solid tax legislation and 

occasionally have advantageous regulations. Secondly, camouflaged tax havens often have a 

network of Double Taxation Avoidance Agreements to avoid double taxation which isn’t 

always the case for countries with a tax haven (or tax paradise) reputation. Finally, 

countries without a reputation arouse less suspicion and attention from the tax authorities in 

high-tax countries. To cut a long story short, countries without a reputation as a tax haven 

are ideal for the establishment of a partnership (read ideal to function as a vital link) 

between a pure offshore location (tax paradise or tax haven) and a high-tax country. 

 

A last distinction that could be made is between low-tax jurisdictions for individuals and low-

tax jurisdictions for companies. However, here there could be some uncertainty again 

because some countries are simultaneously a tax paradise for individuals and corporations. 

Other countries impose taxes on both categories of taxpayers, but simultaneously provide 

exceptions in special circumstances. 

 

The essential thing to realize is that, in practice, low-tax jurisdictions for individuals aren’t 

particularly useful if the individuals concerned are fictitiously domiciled abroad but in 

practice simply retain their residence in their country of economic and social interests. 

Sooner or later, the would-be tax refugee will automatically encounter the tax authorities of 

the country of his social and economic interests. Clearly, this is fraud, with all the attendant 

consequences. Low-tax jurisdictions for individuals can only be useful if the would-be tax 

refugee evolves into a real tax refugee. Then he/she will have the choice to become resident 

of a new tax-friendly country, possibly linked with a personal and customized tax-efficient 

structure. 
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However, not everyone feels comfortable with living in Monaco, Costa Rica, Hong Kong, 

Belize or the United Arab Emirates for example (fanatics of the underground house scene 

like the one in Berlin, with its accompanying mind-expanding spirits and substances, should 

strike off the UAE as a playground). And since being fictitiously domiciled abroad is fraud 

and will lead to the attendant consequences, many tax timid individuals decide to subscribe 

to the online course ‘How to become a professional smoke bomb artist?’. Not because 

they’re pyromaniacs who should actually be studying the International Master of Science in 

Fire Safety Engineering. It’s not about the fire. They just want to know how to create 

enough smoke...  

 

In fact, many individuals simply remain resident in their high-tax country and put up an 

artistic smoke screen. Often, they manage a legitimate business which creates direct and 

indirect employment and income for other people and as such, the entrepreneur and his 

employees and associates contribute a lot of money to the government (corporate income 

taxes, personal income taxes, social security contributions, local taxes, environmental taxes, 

etc.). Everyone gets a piece of the pie so everybody’s happy… Especially the tax timid 

individual feels like he’s in heaven!  

 

The beauty of the online course ‘How to become a professional smoke bomb artist?’ is that 

tax timid individuals learn how to build a parallel circuit to grow their fortune. In other 

words, the innocent and friendly neighbour from next door could be retaining and growing 

substantial economic interests in an offshore structure, and this in a completely legal way. 

This could be an anonymous bank account in Singapore, a Hungarian holding company to 

accommodate the shareholders of his family business or a Luxembourg private wealth 

management company (SPF) to invest family assets. With the necessary professional 

guidance, these smoke bomb artists can legally build a watertight bulkhead between 

themselves and their customized, offshore tax structure. In this way they can retain their 

ties with their country of residence, close to their family and friends. 
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A complex world 
 

There will always be motivated individuals who are willing to struggle, to fight, to fail and try 

again, to sacrifice time and energy in order to realize their dream. Their drive? The self-

sufficient feeling to build something from scratch, the financial freedom and the personal 

freedom to decide what they’ll do, how they’ll do it and when they’ll do it. 

 

There will always be jurisdictions wanting to attract capital with an attractive low-tax 

regime. Fiscal competition between jurisdictions will never die and differences in tax systems 

will always be there. Probably the best example is the historical museum European Union! 

It’s a union on paper, and that’s it. The member countries can’t even agree on a unified 

Value Added Tax rate, let alone a unified corporate or personal income tax rate. The EU 

pretends to be a union but in reality, it’s definitely not the case. Fiscal integration? No, fiscal 

disintegration is the norm! European decision makers are sleeping and fighting about little 

pocket filling details while at the same time having blinkers on when it comes to the 

upcoming economic powerhouses (Asia, the BRICS and Africa in a later stage). The fact that 

the UK is hesitating to stay in the EU speaks volumes: offshore industry insiders know the 

UK is still a big and mighty powerhouse behind the scenes. 

How to become a tax haven? Image is important… 
 

Which country has not wanted to become a tax haven? Sitting on a mountain of money, 

pecking at it as if it were chicken feed and with no polluting industrial areas spoiling the 

nature. Many are called but few are chosen. Often a historical background plays a significant 

role: classics such as Switzerland, the Cayman Islands and the Channel Islands, so rich in 

tradition that they just have to be there, have not been forced out of the market. Besides 

the classics, however, there are also several successful newcomers such as Mauritius and 

New Zealand. But the potential jurisdicton must have a good legal framework and be 

reliable. For example, Vanuatu wants to be an offshore jurisdiction… but it’s not successful 

because it’s not really a reliable business environment.  
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Balancing between right and wrong 
 

As you will begin to understand, international tax planning is a delicate balancing act 

between what you may or may not do. Always keep an eye on the implications of tax fraud, 

because if you fall, you’ll never know whether you will escape unhurt. International tax 

planning requires a lot of understanding of different countries, different cultures, and 

differing domestic tax legislations. You can compare it with drugs: in country A, one product 

is simply tolerated and can be bought in almost any local grocery store, whereas in country 

B, that same product brings the threat of prison, or even worse.  

 

It can’t be emphasized enough that international tax planning through low-tax jurisdictions 

is definitely not for amateurs. Always keep in mind the constantly moving fine line between 

permissible tax avoidance and prohibited tax evasion. Specialized tax experts are the only 

creatures in the world able to monitor this moving line on a permanent basis.  

 

 

 

  



74 

 

The discreet businessman 

Nowadays, in Western Europe for example, many people envy those individuals who are 

earning a pretty penny with their economic activities. Many people are surrounded with 

average people who are comfortable with being average: they feel more secure and 

accepted being part of a group. And that’s exactly why successful entrepreneurial people are 

the envy of many people in society. The successful threaten the status quo and they 

threaten the comfort level of the majority of people. 

 

Therefore, as an entrepreneur, it’s crucial to be very cautious and not to shout your success 

from the rooftops. Instead of being praised for your creativity, for being somebody who 

adds value to the prosperity of society, for creating jobs, you’re overwhelmed by a tsunami 

of rules and taxes. Therefore, you have every reason to structure your business in a smart 

tax-friendly way from the beginning, for example when you have a new idea, when you 

launch a potentially successful website or when you patent your invention. Or do you want 

the government, with in its wake a crowd of profiteers, to run off with the fruits of your 

labour? We don’t think so, and that’s why it’s necessary to put your business on the right 

track from the start. 

Bring that wizard inside you to life 
 

Changing the nature of income is one of the basic principles in international tax planning: 

you just make disappear certain income which is subject to a high tax rate and you conjure 

up alternative income which is subject to a much lower tax rate. Just bring that tax wizard 

inside you to life and do magic tricks! 

 

The classic trick 

The most common and known approach to change the nature of your income is to set up 

your own company. By doing this, your personal income transforms into business income. 

The first benefit is that you avoid the unlimited liability you’re facing as an individual by 

setting up your own limited liability company. As an owner of a limited liability company, 
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you’re only liable up to the amount you invested in the company and creditors of the 

company cannot touch your personal assets, as opposed to the case where you’re doing 

business as an individual (running a so-called one-man business). The second benefit is that 

you avoid taxes, because in most countries, business income is subject to lower tax rates 

than personal income is. This classic trick can be considered as a basic move for every 

entrepreneur who starts earning some money. It’s a good approach and has its benefits, but 

it won’t make the difference. You’ll have to do better than this to gain a real competitive 

advantage! 

 

Go the extra mile 

An entrepreneur can really distinguish himself by looking for more advantageous tax 

regimes across country borders. If you want to go all the way as an entrepreneur, you could 

transfer your whole company (the legal seat) to a low-tax jurisdiction with much lower 

corporate income tax rates and less red tape. But when you think outside the box, you 

realize it’s not always necessary to make such a move… 

 

In many cases, you can build a parallel business circuit which is subject to much lower tax 

rates. You then implement a customized structure which makes use of the tax systems of 

other jurisdictions, without transferring the legal seat of your existing company to another 

jurisdiction. It will enable you to make disappear a serious fraction of profits in a high-tax 

country and to conjure up an alternative income stream in your parallel low-tax business 

structure. For example, you could start looking for advantageous tax regimes in ‘normal’ 

high-tax jurisdictions… These jurisdictions are only ‘normal’ at first sight, because they treat 

particular types of income (for example dividends or royalties) in an extremely tax-friendly 

manner. If you can remember the different types of low-tax jurisdictions, we’re talking about 

the tax shelters here…  

 

When you flavour your customized structure with the necessary ‘economic substance’ spices, 

which you can obtain from trustee companies, fiduciary service providers and virtual office 

providers, anything is possible. These spices, such as office facilities, a telephone line, active 
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decision-making director(s) and/or local employee(s), administration and documentation 

(financial statements, records of meetings of the board of directors, contracts, tax returns, 

archives, manual of procedures, etc.) allow you to cook an excellent and irresistible meal 

which will be consumed by any tax inspector from a high-tax country. There are several 

hundreds of companies everywhere in the world specialized in providing these high-quality 

services. The additional benefit is that, besides the reliable and high-quality service, 

economic substance is added to the structure. Economic substance? It sounds difficult but it 

isn’t: tax authorities of high-tax countries want to see a genuine and real underlying 

economic activity of your customized tax-efficient structure… 

 

Do a Houdini 

Making profits disappear in a high-tax country, Houdini-style… Isn’t this illegal? No, it isn’t. 

In technical terms, it’s called income shifting or profit shifting and it’s a technique used by 

the majority of multinational companies. The largest companies in the world all have their 

own customized profit-shifting structures and make use of attractive low-tax jurisdictions.  

 

At the end of 2013, the Fortune 500 corporations collectively held USD 2 trillion (not million, 

nor billion, but trillion!) in reported profits outside the United States in low-tax jurisdictions 

(each year, Fortune magazine publicizes a list containing the top 500 US companies). The 

following 20 companies were having the most money held offshore: Apple, General Electric, 

Microsoft, Pfizer, Merck, International Business Machines, Johnson & Johnson, Cisco 

Systems, Exxon Mobil, Citigroup, Procter & Gamble, Google, Hewlett-Packard, PepsiCo, 

Chevron, Coca-Cola, J.P. Morgan Chase & Co., Oracle, Amgen, United Technologies, Abbott 

Laboratories, Bristol-Myers Squibb, Eli Lilly, Goldman Sachs Group, Qualcomm, Wal-Mart 

Stores, Medtronic, Intel, Dell, Bank of America Corp.  

Important to realize is that these companies hold these funds offshore in a completely legal 

way. They make use of the ‘tax deferral’ system which is applicable in the US. This means 

that companies only have to pay income tax on these offshore funds once they repatriate 

these funds back to the US. But they never do so, because of the following reason… In 

practice, offshore funds are used to grant loans to subsidiaries, who can then use that 

money to reinvest, to pay employees, etc. These offshore funds are also used to finance the 
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development of new products and technologies, to pay out a dividend to the shareholders, 

to pay a bonus to the management, and so on. These multinationals will only consider to 

repatriate the funds currently held offshore in the case a new ‘tax holiday’ is granted. Bush 

launched such a ‘tax holiday’ in 2004: the tax rate for repatriated profits was lowered from 

35% to 5.25% for a limited period of time. It turned out to be a success of course. 

 

The growing importance of offshore centres in the financial world (as shown in the figures 

above) is a development in line with the growth of large multinational companies after 

World War II and the geographical separation of the shareholders (principal) and the 

management (agent) of a company. The birth of the multinational company gave rise to 

totally new financial and fiscal problems. The tax laws of various countries were strict and 

businesses were often victims of double taxation. To remedy this situation, many 

multinationals structured their activities through foreign subsidiaries in low-tax offshore 

centres. They soon discovered that these centres could not only be used to prevent double 

taxation, but also to avoid taxation in general… 

 

In the past, when ownership and management of a national company were both situated in 

the same country, that national company could always be condemned for its avoidance 

strategies by adequate legal and ethical arguments. The internationalisation of capital after 

World War II brought about a change to all this. Suddenly, companies were no longer 

associated with one particular country, but they were owned by many shareholders all over 

the world instead and they were serving customers in dozens of countries. Multinational 

companies began to organise through tax-efficient holding structures and began to raise 

capital internationally by issuing shares on the stock exchanges of Tokyo, London, and New 

York. 

 

Obviously, shareholders of these multinational companies from all over the world weren’t 

enthusiastic about paying taxes in the country where the company in question was located. 

A Japanese man, holding shares of IBM, doesn’t give a damn about US taxes, and certainly 

not when he gets the impression that the profits of IBM are increasingly realised outside the 

US. Multinationals have an obligation to maximize shareholder value: they have to reduce 



78 

 

both costs and taxes for the benefit of their shareholders, and this in a legal way. It’s 

multinationals’ strategy to win the war for capital (read to attract investors who are looking 

for a decent Return On Investment). Nowadays, a customized tax avoidance structure is 

equally or even more important than traditional cost optimization processes when you 

consider the impact on a company’s bottom line (the bottom line of a company is the 

amount of net earnings a company makes: total revenues minus expenses and minus 

taxes). By maximizing the bottom line, financial markets and potential investors become 

more attracted to the company.  

 

Small and medium-sized enterprises: At arms! 

Multinationals typically channel the majority of their revenues to low-tax jurisdictions. They 

choose to set up tax avoidance structures which ensure that profits are subject to a very low 

effective corporate tax rate. Google, for example, is subject to an effective tax rate of +/- 

2.4% on its overseas revenues. The profits can then further grow in a tax-friendly 

environment (Bermuda in the case of Google) and they can be reinvested, repatriated in a 

tax-friendly way or partially distributed to the shareholders worldwide. 

 

More importantly, what do multinationals have that small and medium-sized enterprises 

don’t have, besides a mountain of cash and an army of employees? Nothing crucial. Bob 

Marley’s song ‘Get up, stand up’ applies to this conclusion. SMEs can benefit from low-tax 

jurisdictions just like multinationals do. As an SME, you can also set up a customized 

business structure which gains you useful access to advantageous tax regimes of low-tax 

jurisdictions.  

 

Import/export businesses and manufacturing companies can set up a customized business 

structure which allows them to intercept a big fraction of the profits in a low-tax jurisdiction, 

in order to avoid excessive corporate income taxes in high-tax countries. The high-tax 

country will still earn tax revenue, but less, and simultaneously a serious fraction of the 

profits is shifted to a low-tax jurisdiction in a completely legal way (for example by applying 

a smart transfer pricing mechanism, but this is technical language for professionals). 
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You can also consider the multinationals as your professors at Tax Wizard University. Let 

them inspire you… All the big players are applying various strategies but they always come 

down to one crucial component: intellectual property (IP). It works as follows: a company 

sells or licenses its rights to intellectual property, developed in a high-tax country, to a 

parallel business structure subject to much lower tax rates. When selling the IP, one has the 

incentive to set the price of the IP as low as possible. The revenues in the high-tax country 

should be kept at a minimum and the expenses of the parallel low-tax business structure 

should also be kept at a minimum in order to adequately shift the profits to the low-tax 

parallel business structure.  

 

In the next stage of this IP strategy, one ‘suffers’ serious costs in the high-tax jurisdiction(s) 

where one’s doing business in order to lower the taxable profits. The parallel low-tax 

business structure, which is the owner of the IP now, will send invoices to the 

company/companies in the high-tax jurisdiction(s). These invoices are sent because the 

company/companies in the high-tax jurisdictions has/have the permission to use and benefit 

from the IP (with the IP being the property of the parallel low-tax business structure). In 

technical terms, we’re talking about royalty payments. It’s a compensation paid by the 

licensee (company in a high-tax jurisdiction) to the licensor (company in a low-tax 

jurisdiction which owns the IP) for the right to use and market the IP of the licensor. When 

you read between the lines, you should realize that you can achieve a high sales revenue in 

a high-tax country and pay not too much taxes! How come? Because your sales revenue is 

eroded by the outgoing royalty payments. To put it differently, the costs in the high-tax 

jurisdiction(s) of the outgoing royalty payments to use the IP are also incoming royalty 

revenues of your customized low-tax business structure. The taxable profits in the high-tax 

jurisdiction(s) are going down while the taxable profits in the parallel tax-efficient business 

structure are going up, which means you save a lot of corporate taxes! 

 

There’s no point in setting up such a customized, parallel structure if this shifted income 

would be subject to similar high corporate income tax rates. Of course, your customized 

parallel business structure makes use of low-tax jurisdictions to ensure that incoming royalty 
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revenues are subject to much lower tax rates. In other words, the amount of corporate 

taxes to be paid in high-tax jurisdictions can be drastically reduced by shifting income from a 

high-tax jurisdiction (where the intellectual property was developed) to a low-tax jurisdiction 

(where the intellectual property is owned, registered and maintained). You simply change 

the nature of income: sales revenue in high-tax jurisdictions becomes royalty revenue in 

low-tax jurisdictions. 

 

The magic trick for small and medium-sized enterprises? Be creative and identify or create 

intangible assets such as intellectual property in your own business model. Intellectual 

property is intangible and can easily be transferred to, and registered in, your parallel low-

tax business structure. One thing’s for sure: any company is able to create or buy 

intellectual property and to transfer it subsequently to a parallel tax-efficient business 

structure. 

 

Why a criticaster shouldn’t blurt out what comes into his head 

Tax experts will remark that you need to obtain a ‘transfer pricing arrangement’ from the tax 

authorities of the country where you originally developed the IP. People making this remark 

are right, in the sense that they’re thinking in terms of related parties such as a parent-

subsidiary relationship, where the parent company owns the shares of the subsidiary. For 

example, parent company A develops IP in high-tax country V and subsequently sells the IP 

to its subsidiary B in low-tax country W. The condition that then needs to be met is that 

subsidiaries have to pay ‘arm’s length’ prices to acquire these rights. In the next stage, 

parent companies also have to pay ‘arm’s length’ prices to the subsidiary to use these IP 

rights (arm’s length royalty payments in other words). The arm’s length price is the amount 

of money an unrelated company would pay. As you can see, some red tape is involved here. 

But even then, there are a lot of possibilities because there’s a serious loophole in the 

Transfer Pricing Guidelines for Multinational Enterprises and Tax Administrations of the 

OECD. In most cases, there’s just no established market price available (especially in the 

case of specific IP), which means the transfer price has to be based on the production cost. 

Tax authorities can then apply various methods to determine a suitable transfer price, based 
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on the production cost. And here’s the clue: how much did it cost to develop that specific 

IP? This is negotiable of course… This offers opportunities! 

 

However, what criticasters should realize is the following: nobody in the world can force a 

small or medium-sized enterprise to play the game with such a parent-subsidiary structure! 

And this statement is crucial! When you think outside the box, you can circumvent all this 

nasty government interference with your internal affairs! You can easily create, thanks to 

dozens of low-tax jurisdictions, a structure between unrelated parties… The additional 

advantage of low-tax jurisdictions is that they offer various solutions to make sure nobody 

can know you’re running the show behind the scenes of your seemingly unrelated parallel 

low-tax business structure. When you combine this with trustee services, fiduciary services 

and virtual office services, provided by countless professional companies, you can create a 

watertight low-tax parallel business structure. The advantage of such an approach is that 

you can get rid of (1) transfer pricing requirements, (2) arm’s length payments and (3) 

annoying red tape enforced by high-tax countries. You can make sure the local greedy tax 

inspectors can’t monitor the major part of your financial assets and last but not least: you 

can avoid the legalized robbery (under the guise of taxes) enforced by so many money-

guzzling governments of high-tax countries! Simply brilliant.  
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You invented something 
 

You’re developing a new computer game, a more economical dishwasher, a folding car in 

imitation of its predecessor the folding bike, a new educational software for children, a 

movie script even better than that of Tarantino’s Pulp Fiction, a manual about how to 

become friends with your mother in law, a magical toothpaste which regenerates the 

minerals in teeth and fixes cavities without the nasty dental drill, a mobile phone app, an 

album stuffed with trendy house tunes, a new beer with an exceptional flavour, a classy line 

of jewellery, a new clothing line, a new perfume,…  - it doesn’t matter. But you’re absolutely 

convinced that your creation will become a success and you expect to potentially make a 

fortune out of it. Unfortunately again, the value-destructive government wants to run off 

with a big part of the fruits of your labour. Therefore, we must structure the business. But 

how? 

 

Of course, there are several possibilities, which we don’t want to explain all in more detail. 

We don’t want to throw away our knowhow just like this… However, we want to enlighten 

everybody with one possible solution - the Luxembourg IP company.  

 

The Luxembourg IP company 

This is an ordinary Luxembourg company such as a SARL (Limited Liability Company) but 

with Articles of Association which specify that it’s an IP company which will derive revenue 

from intellectual property rights. The IP regime of Luxembourg covers a very broad portfolio 

of intellectual property rights and it’s certainly not limited to patents: it also covers domain 

names, knowhow, trademarks, designs, models, copyrights, trade secrets, industrial design 

rights, and so on.  

 

Taxes? 

Usually, a Luxembourg company pays around 29.22% corporation tax. But - wait for it, here 

it comes - the net income connected with such IP rights (for example when exploiting a 

sublicense) enjoys an 80% exemption of the corporate income tax. In other words, one 
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pays a maximum effective tax rate of 5.8% on such IP income. Net income under this IP 

regime is the difference between the gross revenue from the IP right and any expenses 

directly related to the intellectual property rights, including the annual write-offs and, where 

appropriate, the deduction of losses. When an IP company sells qualifying IP rights with a 

profit, then the 80% exemption also applies to these realised capital gains. 

 

But there’s more: the 80% tax exemption also applies to companies which don’t 

commercialize the IP they’ve developed. For example, a company which registered a patent 

to be used in connection with its own activities (selling goods or services for example) is also 

entitled to an 80% tax exemption of the (fictional) net income that would have been 

received if the use of the IP right had been licensed to an unrelated third party! This offers 

opportunities… In such a case, the arbitrary net income is reduced by all the expenses 

directly related to the IP, including the annual write-offs and, if any, the deduction of losses. 

 

Restrictions 

The 80% tax exemption only applies to IP rights acquired or instituted after the 31st of 

December 2007. Furthermore, it’s important to know that the 80% tax exemption only 

applies to revenues from IP rights which haven’t been acquired from a related company. 

Related companies are defined as parent companies (that directly own at least 10% of the 

share capital of the Luxembourg IP company), subsidiaries (in which the Luxembourg IP 

company holds directly at least 10% of the share capital) and sister companies (as long as 

at least 10% of their share capital is directly owned by the same parent company). Of 

course, clever tax consultants know how to circumvent these restrictions if necessary… 

 

Fun facts 

Big multinationals such as Amazon, Skype, iTunes (subsidiary of Apple), Paypal, Millicom, 

Rakuten, Rovi, DuPont Teijin Films, RTL Group, Delphi Powertrain Systems, ArcelorMittal, 

Performance Fibers, etc. established their European headquarters in Luxembourg. Now you 

understand why… (of course, other factors also influence the decision to establish European 
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headquarters in Luxembourg, such as being located in the heart of Europe, the favourable 

Value Added Tax rates and the highly skilled multi-lingual workforce). 

 

It’s fun to know that a Luxembourg company (even such an IP company) can still be 

established with bearer shares. This opens perspectives with regard to discretion. It doesn’t 

always need to be fiscally motivated, but imagine that you wish to license a specific 

invention to a competitor… Also in this case you have an interest in absolute discretion. This 

is still possible in Luxembourg, and it seems unlikely that this will change soon. The 

additional fact that Luxembourg has a DTAA (Double Taxation Avoidance Agreement) with 

Hong Kong provides many more opportunities. 

 

For inventions, however, there are many other creative possibilities which should be 

analysed on a case-by-case basis. Obviously, we cannot illustrate all these opportunities 

here. But Luxembourg is a nice and credible option and the fact that one can work with 

bearer shares is an additional advantage which comes in very handy. A fiduciary service 

provider incorporates the company and then simply transfers the bearer shares by handing 

over the certificate(s) to the ultimate beneficial owner(s) of the company or an 

intermediary… If you want bearer shares in Luxembourg, then you must choose a public 

company limited by shares (Société Anonyme) and you must ensure a fully paid-up share 

capital of EUR 31,000. 

Hybrid companies  
 

This is a relatively new and creative company type which is available for example in the Isle 

of Man, Turks and Caicos Islands, the British Virgin Islands, Belize, Mauritius, Gibraltar, the 

Seychelles,… It can also provide the necessary discretion and flexibility and in many 

jurisdictions, it’s a company type which also receives a very favourable tax treatment. 
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How does it work? 

The hybrid company has two classes of members. First, there are the real shareholders. 

They are liable to the extent of the company capital and they’re (sometimes) publically 

known (depending on the jurisdiction of incorporation). They have voting rights and they’re 

the legal owners of the company. There’s nothing unusual about this. In the case of a hybrid 

company, these shareholders are actually professionals such as asset management 

companies or trustee companies who then also fulfil the role of company director. 

 

The second class of hybrid company members are the guarantee members. They’re elected 

into membership of the company by the company director(s) and they don’t have voting 

rights. Additionally, they’re entitled to participate in the distribution of income and capital of 

the company, on condition that they undertake to contribute to the debts of the company 

should the company become insolvent (read goes bankrupt). This sounds risky but it isn’t: 

the potential contribution of the guarantee members is set at a specified maximum amount, 

typically a relatively small amount… When the company needs more capital, it can make an 

appeal to these guarantee members. The bottom line is that these guarantee members are 

then discreetly rewarded for all their good heartedness. 

 

To summarize: a distinction is made between legal ownership (shareholders) and beneficial 

ownership (guarantee members). A shareholder holds the shares (an asset) and a 

guarantee member holds a contingent liability (an obligation). This is important for tax 

planning purposes. 

 

Confidentiality 

One has two options to specify the rights and obligations of each member class. One can 

decide to specify the rights and obligations in the articles of association of the company, 

which is (sometimes) a publicly filed document (depending on the jurisdiction of 

incorporation). People who don’t like publicity can do it differently: the rights and obligations 

of each member class can also be specified in a private document drafted by the directors 

during a board meeting. The advantage of the latter is that one works with a standard and 
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superficial article of association document, keeping the details of the guarantee members 

completely confidential.  

 

The private and confidential arrangements tolerate almost infinite fiscal creativity and this 

offers opportunities. These arrangements can be carefully drafted to create a structure 

which is tailored to the specific needs of the client. Thus, you can ‘run’ a company without 

revealing your identity - and your efforts will be amply rewarded. But there’s more: a hybrid 

company doesn’t have to be used business-wise, it can also be used for asset protection and 

succession planning purposes… 

 

Alternative to trusts and foundations 

A hybrid company can be used as a succession planning vehicle and more specifically as a 

‘quasi’ trust, for example by individuals who are resident in civil law countries which don’t 

recognize trusts. The shares of the hybrid company are then issued to professional 

managers. The shareholders of a hybrid company may not receive any distributions or 

dividends and can’t benefit in any other way from the assets of the hybrid company. 

Nevertheless, they’re allowed to charge fees for their professional services. These 

shareholders then appoint the director(s) of the company, typically the same professional 

managers. These directors are also allowed to charge fees for their professional services. In 

first instance, these directors nominate the client as guarantee member. Thereafter, only the 

guarantee member can appoint other guarantee members if necessary. 

 

The directors of the company are granted the power to make distributions based on their 

sole and absolute discretion. Typically, they will use that power to distribute the funds to the 

guarantee members who have no right whatsoever to request or demand that a distribution 

be made to them. Besides financial distributions, the guarantee members can also receive 

loans from the hybrid company (in many countries, receiving a loan is a non-reportable 

event) and they can occupy property owned by the hybrid company. This offers 

opportunities… In other words, all the financial benefits flow to the guarantee members who 

find themselves in a similar position as beneficiaries of a discretionary trust. The guarantee 
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members of the hybrid company are the beneficiaries or beneficial owners of the hybrid 

company.  

 

Just like a trust or foundation, the hybrid company can be an excellent vehicle to avoid 

inheritance tax and estate duty implications. Typically, a guarantee member can draft a 

personal and private letter of wishes which is to be used at the moment of his/her death. 

When a guarantee member then dies, his/her membership extinguishes on the moment of 

death and new guarantee members (for example the children or grandchildren) are 

appointed who then continue to benefit from the assets of the hybrid company. 

Alternatively, guarantee members can also appoint their chosen heirs, during their lifetime, 

as the new guarantee members.  

 

Suspicious clients can take emergency measures 

Some clients may be concerned about the separation of legal and economic ownership: a 

professional manager owns the shares and fulfils the role of company director… It’s 

standard procedure to take precautions against the potential loss of control as a guarantee 

member: the professional manager drafts and signs (1) an undated director resignation 

letter and (2) an undated sales agreement to transfer the shares to somebody else. These 

private documents are then handed over to the guarantee members who can decide at any 

moment to remove the professional manager (who’s both the shareholder and director). 

Additionally or alternatively, suspicious clients can also appoint a protector, which is an 

independent third party (read not a shareholder nor guarantee member). The protector can 

then protect the interests of the guarantee members and can supervise the directors of the 

hybrid company. 

 

Fun facts 

Hybrid companies are particularly useful to give greedy tax inspectors of high-tax 

jurisdictions tit for that, and this in two possible ways: 
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Many high-tax jurisdictions enacted anti-avoidance legislation such as Controlled Foreign 

Corporation legislation. This CFC legislation wants to discourage the use of low-tax 

jurisdictions. CFC legislation is designed to tax the undistributed or untaxed profits of 

companies in low-tax jurisdictions by fictitiously considering the profits of these companies 

as personal income of the shareholders who are resident in these high-tax countries.  

 

Generally, countries with CFC legislation force their residents to report the income earned by 

foreign entities which they, or related persons, control. These anti-avoidance rules focus on 

the percentage of shares held or focus on the control of the company, even if control is 

achieved otherwise than through the ownership of shares. To crown it all, guarantee 

members of a hybrid company don’t own shares nor have control, because a professional 

manager acts as a shareholder and director. And that’s why a hybrid company can be the 

golden solution: CFC legislation is ineffective in taxing undistributed profits of a hybrid 

company when this company is structured correctly. Even better, a correctly structured 

hybrid company doesn’t necessitate any reporting requirements for the guarantee members 

so you can legally avoid unwanted attention of the privacy-infringing tax inspectors. 

Beautiful, isn’t it?   

 

As said before, a hybrid company can also be used as an alternative to a trust. This can be 

the case for people living in civil law countries which don’t recognize the trust concept, but… 

People living in common law countries can also benefit from a hybrid company. Many 

jurisdictions (including Canada, the USA and the UK) enacted trust reporting requirements: 

they require their residents to report trust information (whether they’re settlor or beneficiary 

of a foreign trust) on their annual personal income tax return. People who obey the law and 

give the information will be investigated by their tax authorities with all its consequences… 

And that’s exactly where the hybrid company comes in very handy: being a guarantee 

member of a hybrid company is something completely different (from a legal point of view) 

than being a beneficiary of an offshore trust. As a consequence, such guarantee members 

don’t have to report their status as a guarantee member to their local tax authorities, which 

means that they can legally avoid the trust reporting requirements. 
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Discreet spots 
 

Fortunately, there are still many countries that handle the details of company shareholders 

in an extremely discreet way, such as Belize, Panama, the British Virgin Islands, Samoa, 

Seychelles, Nevis, Dominica and many other jurisdictions. In practice, this means that you 

can own all the shares of a company and be appointed as the director of that company in 

these jurisdictions, but no one can know that you’re the shareholder and the director. 

Typically, particulars of the shareholder(s) and the director(s) are not filed in the public 

domain. Only the professional registered agent, which is licensed by the local government to 

incorporate the corporate and estate planning vehicles of that particular jurisdiction, knows 

who the shareholder(s) and director(s) of such a company are. The professional registered 

agent and its employees have a duty of confidentiality. For example, only in the case where 

you own half of the shares of a company, you might have the legal opportunity in that 

specific jurisdiction to discover the identity of the other shareholders. 

 

In some jurisdictions, it might be the case that the shareholders are publicly known but that 

local legislation simultaneously permits legal entities to be the shareholder(s) of a company. 

Therefore, one can still achieve discretion in an indirect way, for example by using a 

Seychelles company as a shareholder of such a company. 

Bearer shares 
 

Privacy is still very important to a considerable amount of countries and as a consequence, 

they still offer bearer shares with much enthusiasm. Belize, the British Virgin Islands, 

Anguilla, Dominica, Luxembourg, and even the UK (!) are some examples - while other 

jurisdictions such as the Bahamas have abolished them.  

 

In contrast to registered shares, bearer shares don’t state the name of the shareholder. 

Instead, they simply state that shares in the company are owned by the ‘bearer’ of the 

share certificate. In other words, with bearer shares one can obtain absolute discretion 

because he/she who owns the share certificate(s) is the owner of the company. The two 
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main advantages of bearer shares are privacy and the ease of transfer. A company with real 

bearer shares holds no register of shareholders and as such, it’s impossible to know who the 

shareholders of the company are. Transferring the shares is possible by just handing over 

the share certificates to another person, which is much easier than transferring registered 

shares. 

 

We must be honest and tell you that most banks refuse to open bank accounts for 

companies with bearer shares. Therefore, the bank will always want to know who the 

beneficiary is - the so-called 'Ultimate Beneficial Owner' of the bank account. The beneficial 

owner is the master of the bank account. The bank will keep this beneficial owner 

information to itself. Just make sure you choose a discreet banking location with appropriate 

banking secrecy such as Singapore, Hong Kong, Panama, Lebanon,... 

Otherwise, choose a nominee shareholder? 
 

What’s all this about? Another commonly used approach is to work with a so-called nominee 

shareholder. This is an unrelated party (typically a trustee company or fiduciary services 

company) who establishes a company and is registered as the owner of the shares, but has 

no power to do anything unless you give the instructions to do so. In some jurisdictions the 

nominees may be legal entities (a company for example) while in others, the nominees must 

be natural persons. It happens frequently that one also works with a nominee director, in 

addition to the nominee shareholder. In this way, you can also achieve discretion and 

anonymity.  

 

When you make use of nominee services, the nominee will issue a document: a so-called 

‘declaration of trust’. As the beneficial owner of the company, you will receive and hold this 

confidential document which states that: (1) the shares are only held by the nominee for 

and on behalf of the beneficial owner, (2) the beneficial owner has the right to buy the 

shares for a symbolic value at any time and (3) the beneficial owner is entitled to all benefits 

and profits of the company. Simultaneously, the nominee issues two other documents: an 

undated and signed sales agreement (transfer of shares) and an undated and signed 
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director resignation letter (in the case of nominee director services). These documents 

enable the beneficial owner to take over the shares at any time, for a symbolic amount. This 

practice is widespread and works well. 

You have an online store 
 

Are you a creative IT expert or a handy sales guy who believes to make a fortune with an 

online store? Then the question is whether you want to pay through the nose for running it. 

It’s possible to structure your online store in an extremely tax-efficient way. You can ‘host’ 

your online store anywhere in the world and the store can be owned by no matter which 

company. There are plenty of smart solutions but we’re not going to disclose them all. 

However, there’s one we would like to share with you! 

 

E-zone Company 

In 2001, Curaçao (part of the Netherlands Antilles back then) enacted E-zone legislation 

which offers an advantageous fiscal framework. The purpose of the Economic Zones (E-

zones) in Curaçao is to promote Curaçao as an international business hub, both as an 

international distribution centre and as an international e-commerce centre.  

 

There are two different types of E-zones in Curaçao. On the one hand, you have specific 

zones where goods can be stored, processed, assembled, packaged, released and traded. 

On the other hand, you have specific zones where international trade and its supportive 

services may be performed, on the condition that these activities are supported by electronic 

communication and electronic information equipment. There’s no requirement to store the 

goods you’re selling online in the e-zone, meaning that the online sales and the distribution 

of the goods can be completely separated. A large group of entrepreneurs who are making 

use of the E-zone opportunities in Curaçao, is active on the World Wide Web through online 

sales of goods and services. Obviously, we’re going to focus on the latter category of E-

zones. There are several E-zones in Curaçao but the E-Commerce Park sets the tone and 

offers the most facilities. In order to persuade entrepreneurs to invest in Curaçao, the E-

zone legislation contains some attractive features… 
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2% tax 

An E-zone company offers the opportunity to enjoy, in all openness, taxed income within the 

scope of electronic commerce activities. The E-zone legislation clearly states that the 

corporate income tax rate is fixed at 2% until the end of 2025. More specifically, E-zone 

companies pay 2% tax on their profits and are exempt from turnover tax, import duties, 

export duties, sales tax and excise duties. 

 

The company administration has to take place in Curaçao. A local accountant has to be 

appointed to prepare the financial statements and to file the company’s income tax return. 

The taxable profit is determined in a similar manner to that in the EU for example. Apart 

from the 2% corporate income tax, the E-zone company pays no taxes in Curacao, except 

when the E-zone company employs personnel. Curaçao also doesn’t levy withholding tax on 

dividends distributed to the shareholders of the E-zone company. 

 

After the company is incorporated, the Chamber of Commerce in Curaçao completes the 

application process and a request for a CRIB number (tax registration number) can be 

made. While the license is still pending, the company can already start its activities. As 

mentioned earlier, these activities need to target foreign markets by means of electronic 

communication and infrastructure (ideal for e-commerce companies).  

 

Conditions? 

The conditions that need to be met in order to obtain an E-zone license valid until the first of 

January 2026 are the following: 

1. One needs to establish a company in Curaçao. This could be a private or public 

company limited by shares.  

2. The company needs to open a bank account with a bank in Curaçao. Additional bank 

accounts can be opened elsewhere. 
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3. The company needs to be registered in an Economic Zone. Therefore, a (small) 

physical office in the E-zone needs to be rented by the company. 

4. The company needs to be managed from Curaçao by local directors (fiduciary service 

providers are specialised in delivering these services). 

 

The purpose of the company has to be in accordance with the rules and regulations of 

Curaçao. Doing business with other E-zone companies is allowed and if an E-zone company 

wants to do business with a domestic company of Curaçao, approval is required from the 

local Department of Economic Affairs. In the latter case, the profits generated through the 

sale of goods or services to these domestic companies will be taxed at the standard tax rate 

of 34.5%. 

 

Restrictions 

The National Ordinance on Economic Zones 2000, which constitutes the legal framework for 

the E-zones in Curaçao, was examined in the European context in the scope of the Code of 

Conduct and potentially harmful tax competition. The conclusion of this investigation 

(Primarolo Group) was that the legislation is internationally accepted, but that companies 

active in the financial services industry can’t benefit from the E-zone legislation. 

 

Therefore, the following individuals and companies can’t obtain the E-zone status: 

 Accountants, administrative assistants and tax consultants; 

 Notaries; 

 Lawyers; 

 Trust offices; 

 Financial service providers such as mortgage companies, brokers and insurance 

companies. 
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Opportunities for European residents 

The E-zone legislation isn’t considered as harmful tax competition and is accepted 

throughout Europe. In other words, one can perfectly implement an E-zone company in 

existing business structures! 

 

The goal for European residents should be that the shares of an E-zone company are owned 

by a Dutch company (a company from the Netherlands). That’s the way to transfer money 

back into the Netherlands. You pay 2% corporate income tax on your profits in Curaçao and 

the remaining balance of 98% is distributed as a dividend to the Dutch parent company. The 

Netherlands doesn’t impose any additional corporate income tax on such dividends received 

(the so-called participation exemption). 

 

We can now even go further and illustrate how ALL European citizens can benefit from this! 

Suppose another European company (an Austrian, Bulgarian, Belgian, French, Spanish,… 

company) in its turn owns the shares of the Dutch company… Then the dividends can be 

transferred again, without further tax losses in most cases, to that particular European 

company, in accordance with the Parent-Subsidiary Directive which applies in the EU. The 

bottom line: the profits flow from the E-zone company through the Dutch company into the 

other European company and are subject to a total effective tax rate of only 2%. Then one 

can decide to retain the dividends in the European company (the Austrian, Bulgarian, 

Belgian, French, Spanish,… company in our example) or to look for tax-efficient ways to 

transfer the money to the shareholders’ personal accounts. 

 

Value Added Tax implications in the EU 

Whether you like it or not, you have to take into account the Value Added Tax (VAT) 

implications being an online entrepreneur actively selling in Europe. Depending on whether 

you sell goods or (electronic) services to European customers, depending on whether your 

sales exceed a certain threshold in a certain member state, depending on whether you sell 

Business to Business or Business to Consumer, depending on whether you’re running a EU 

or non-EU business which sells the goods and/or services… your business will have to be 
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structured differently if you wish to optimize the tax burden of both your business and your 

customers (VAT-wise). Expert guidance is a necessity. 

 

Fun facts 

If you’re a European online entrepreneur and you’re prepared to transfer a part of the 

shares of the E-zone company to a Dutch company (minimum 5%), then an E-zone 

company is an excellent alternative for you. Then there’s still room for other discreet 

shareholders… This offers opportunities. Also, an e-commerce business can easily implement 

a tax-efficient business structure and transform sales revenue into tax-efficient royalties. 

Just think about the multinationals, their intellectual property and the accompanying 

royalties… Such a business structure, based on the IP behind the online shop (read software 

of the online store, the ERP system, the logistics and the marketing for example) is also 

possible… 

Sailor Ahoy! 
 

Suppose you want to buy a yacht, the dream of many hard-working entrepreneurs. Who 

doesn’t dream of heading out to the deep blue sea with your hair (if there’s any left) 

blowing in the wind, enabling you to forget all your worries. Maybe you want to organise a 

family sailing cruise to discover the Greek Islands or maybe you want to join the 

international jet set and make the perfect party stopover in Saint-Tropez, it doesn’t matter. 

Also in this case, discretion might be appropriate, nobody needs to know that you’re the 

owner of a yacht. You don’t always make friends with it, and certainly not with the tax 

authorities. 

 

Without too much trouble, you can use all sorts of offshore companies to buy a yacht and 

sail under discreet flags of Panama or Liberia for example. Usually, there’s a Value Added 

Tax problem when you’re sailing with your yacht in EU waters. All yachts owned by EU 

residents must have their VAT paid before they may enter EU waters. An exemption is made 

for non-EU residents who temporarily sail with their yacht in EU waters. 
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Many tax schemes were invented and designed to optimize the tax burden and more 

particularly to optimize the VAT implications. Well-known schemes are the Italian, French 

and Maltese lease. The Isle of Man is also actively offering solutions in this area. It involves 

complex schemes and from time to time, the strategy needs to be changed when a 

government decides to challenge a particular scheme. Therefore, such schemes should 

always be tailored to the specific situation of the client and the type and length of the yacht. 

Usually, the advantage of these leasing schemes is that they reduce the Value Added Tax 

burden (reduced VAT tariff) depending on whether the yacht is bigger/longer. The reasoning 

behind this is that larger yachts sail less often in EU waters and hence should pay less Value 

Added Tax. That’s a good thing to know! Well, let’s have a look at the Maltese scheme. 

 

The Maltese Lease 

The first step is to incorporate a Maltese company with its own Maltese VAT registration 

number. This Maltese company then purchases the yacht. Imagine the yacht was 

constructed in a Dutch shipyard, then VAT is payable while importing the yacht in Malta, for 

example at 5.4% instead of 21% VAT. Subsequently, this Maltese company concludes a 

lease-purchase agreement of the yacht with a third party. In other words, the Maltese 

company (the lessor) leases the yacht to another (Maltese) company or foreign natural 

person (the lessee). The owner of the yacht (the lessor) contracts the use of the yacht to 

the person who leases the yacht (the lessee) in return for a financial compensation.  

 

At the beginning of the lease period, (1) the yacht must come to Malta and (2) the lessee 

has to pay 50% of the value of the yacht plus corresponding VAT (at a favourable rate) to 

the lessor. The remaining balance will then be divided into equal monthly lease instalments 

to be paid during the lease period (which cannot exceed a period of 3 years). At the end of 

this 3-year period, the lessee is granted the option to purchase the yacht at a price which 

must be no less than 1% of the original value of the yacht.  
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Typically, VAT is to be paid in Malta at a rate between 5.4% and 7.2% in most cases, 

depending on the type and length of the yacht. The advantage of the Maltese lease-

purchase agreement is that (1) one saves on the total amount of VAT due, and (2) the 

remaining fraction of the VAT is also spread over a period of 3 years. The lower VAT rates 

apply because the lessee is supposed to pay VAT on the lease services provided by the 

lessor, but only on the percentage of the lease taking place in the territorial waters of the 

European Union. And here comes the clue: this percentage is not determined by monitoring 

the geographical use of the yacht. No, this percentage only depends on the type (sailing 

boat versus motor boat) and the length of the vessel concerned. As explained before, the 

underlying assumption is that the bigger the yacht, the more time it sails outside EU waters. 

 

Advantages? 

 The Maltese lease has less strict requirements and conditions than the French or 

Italian lease, 

 Shorter lease period than the French or Italian lease, 

 Flexibility to use the yacht for private or commercial purposes, 

 Free choice of flag, 

 Flexible conditions to terminate the lease, 

 Flexible customized financing solutions, 

 Maltese VAT department issues a provisional certificate at the beginning of the lease 

confirming that VAT on the yacht is applicable in Malta, 

 After the termination of the lease period, the Maltese VAT department issues a 

certificate in the name of the lessee indicating that VAT has been paid in full. 

 

Example 

One wants to buy a yacht in Italy with a length of over 24 meters and a value of EUR 

5,000,000. The Italian VAT is then 21% of EUR 5,000,000 or EUR 1,050,000. Let’s have a 

look at the Maltese lease-purchase agreement applied to this same yacht. 
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According to specific rules of the Maltese VAT department, only 30% of the lease of a motor 

or sailing boat of over 24 meters in length is subject to Maltese VAT (18%). To put it 

differently, this type of yacht is subject to only 5.4% VAT (30% of 18%) which equals EUR 

270,000 VAT. 50% of this VAT amount (EUR 135,000) has to be paid immediately together 

with 50% of the value (EUR 2,500,000) at the start of the lease-purchase agreement.  

 

The remaining balance of the value (EUR 2,500,000) and the corresponding VAT (EUR 

135,000) will then be divided into equal monthly lease instalments to be paid during the 

lease period, which cannot exceed a period of 3 years. At the end of the lease period, when 

the lessee decides to buy the yacht, an amount of minimum 1% of the original value of the 

vessel has to be paid. 18% VAT is due on this amount of 1%, which means EUR 9,000 VAT 

is due (18% of 1% of EUR 5,000,000). 

 

Under the Maltese lease-purchase agreement, one paid a total amount of EUR 279,000 VAT 

(EUR 135,000 plus EUR 135,000 spread over a 3-year period plus EUR 9,000 at the end). To 

summarize: one saves EUR 771,000 (EUR 1,050,000 Italian VAT minus EUR 279,000 Maltese 

VAT) by applying the Maltese lease when purchasing this specific type of yacht. This is a 

considerable amount of tax savings! Many schemes for aircrafts and private jets are also 

available and the Isle of Man for example is a very popular jurisdiction. 

 

 

 

 

 

  



99 

 

The ultimate advice? Pack your bags! 

In the preceding pages, we went out of our way to think up all sorts of approaches to lead 

your life more discreetly and to keep off the greedy tax authorities. Of course, migrating 

offers the way out, the remedy is actually simple. Just walk the talk and relocate to a 

country which doesn’t squeeze its citizens with multiple excessive taxes. As said before, it’s 

the jurisdiction where you’re residing which matters for personal income tax purposes, and 

NOT your nationality! Unfortunately, this isn’t possible for everyone and obviously many 

people can’t or don’t want to make this move because of emotional and practical reasons. 

This chapter is intended for those who can nevertheless make the move. And the others can 

perhaps start dreaming for a while.  

 

The world is at your feet. Where are you going to live to be smarter than the taxman? 

Where are you going to live so you don’t pay taxes anymore? Fleeing is still possible… For 

example, you don’t pay taxes at the South Pole, but living there doesn’t seem particularly 

handy. So what are the options then? An overview of the most recommended countries, not 

only from a fiscal point of view but also by taking the quality of life into account.  

Andorra: nicely high in the Pyrenees 
 

If you want to hide from the taxman, there aren’t many options within Europe. One of the 

options is the not readily accessible but very discreet Principality of Andorra. This self-willed 

nation is hidden high up in the Pyrenees mountains. Andorra has been doing its own thing 

for centuries without paying too much attention to other countries.  

 

Historical background 

Andorra is the last independent survivor of the ‘Marca Hispanica’, buffer states founded by 

Charles the Great (Charlemagne) to prevent an invasion of Christian France by the Islamic 

Moors. In 1933, France occupied Andorra because of social unrest before the elections. 

Between 1936 and 1940, France stationed a detachment of troops in Andorra in order to 

keep out influences of the Spanish Civil War and Franco's Spain. Only in 1958, Andorra 
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officially declared peace with Germany: during World War I, Andorra was fighting on the 

side of the ‘Triple Entente’ (France, Britain and Russia), but because it was omitted from the 

Treaty of Versailles, it remained in a state of war with Germany until 1958. Due to the 

relative isolation of the country, Andorra’s existence took place outside the mainstream of 

European history, with few ties with other countries. This differs greatly from Spain and 

France. Nowadays, however, the country is becoming less isolated with a thriving tourism 

industry in conjunction with improvements in transport and communications, and its political 

system was thoroughly modernized in 1993. 

 

Political system 

The Constitution, adopted in 1993, established Andorra as a sovereign parliamentary 

democracy with two co-princes as the joint and indivisible heads of the State. The two co-

princes exercise their functions with equal but limited powers and they don’t have the right 

to exercise their veto against legislation passed by the General Council. Each prince is 

represented by a personal representative in Andorra. The way in which the two princes are 

chosen makes Andorra one of the most politically different countries in the world. One of the 

co-princes is the president of France, now François Hollande (historically any French head of 

state has served as co-prince, whether it was a king, emperor or president). The other co-

prince is the Catholic bishop of the Spanish town La Seu d’Urgell. Because neither of the co-

princes lives in Andorra, their role is almost completely symbolic. 

 

Cultural background and leisure activities 

Andorra is the perfect place for trekking and hiking in the mountains, trout fishing, 

horseback riding, mountain biking, bird watching, etc. During wintertime, you can ski in the 

ski areas of Grandvalira and Vallnord with nearly 300 kilometres (186 miles) of ski slopes 

available (with the benefit that the slopes are less crowded than in the big resorts of France, 

Switzerland and Austria). If you love a rich flora and fauna, then this is your place. Extensive 

woods, alpine meadows, beautiful flowers, mountain goats,… However, stay away if you’re a 

fashionable jetsetter because you’ll end up in a psychiatric hospital within a year. The 

Principality isn’t readily accessible because you can count on a 3-hour car drive from 

Barcelona. But this can be an advantage too.  
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Andorra has a population of approximately 80,000 people of which 35% are locals. Each 

year a small group of approximately 500 newcomers is admitted. The sole official language 

for administrative purposes is Catalan but French and Spanish are also commonly spoken. 

The only banks are local banks, but this can have its advantages as well. The cost of living is 

acceptable and you can rent or buy something for a reasonable amount of money. You 

could say that living in Andorra is relatively inexpensive and crime is an unknown concept in 

Andorra. 

 

Taxes 

Direct taxes 

As a resident of Andorra, you’re subject to little direct taxes: There’s no wealth tax, no gift 

tax, no inheritance tax and no capital gains tax (unless the capital gain was realised by 

buying and selling Andorran property).  

 

Andorra introduced a new personal income tax regime on the first of January 2015. The 

following personal income tax rates will apply: 

 Personal income between EUR 0 and EUR 24,000: 0% (first EUR 24,000 is tax-

exempt), 

 Personal income between EUR 24,001 and EUR 40,000: 5%, 

 Personal income exceeding EUR 40,000: 10% 

 

Interest on bank savings and earnings are taxed under the personal income tax regime (but 

the first EUR 3,000 of interest earned is tax-exempt). Additionally, some real estate taxes 

apply and a Value Added Tax rate of 4.5% applies to most goods and services.  
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Real estate taxes 

A capital gains tax is to be paid by individuals who sell Andorran property with a profit. The 

nominal rate is 15% but diminishes to 0% over a period of 12 years. More specifically, the 

capital gains tax rate is 15% when you sell the property within a year, 13% if you sell the 

property in the second year of ownership, 10% if you sell the property in the third year of 

ownership, and this rate decreases by 1% annually after the third year (so 9% for the fourth 

year of ownership, etc.). This means the seller isn’t subject to any capital gains tax if he/she 

sells the property after owning the property for more than 12 years. Alternatively, sellers 

also don’t pay capital gains tax if the property they’re selling is their main residence and if 

they buy another property within six months of the sale. Property ownership tax is levied on 

each property owned, at an average of EUR 100 per property yearly. When real estate is 

transferred, a property acquisition tax is payable by the new owner and the amount payable 

is generally calculated as a percentage (between 1.5% and 2.5%) of the acquisition cost.  

 

Value Added Tax 

On the first of January 2013, the Principality of Andorra introduced a Value Added Tax 

system. It replaces the old Sales Tax regime, it’s imposed on most sales of goods and 

provisions of services and it implies a standard rate of (only) 4.5%. As a consequence, 

international luxury brands and electronic products are considerably cheaper in Andorra than 

in the surrounding countries (because the VAT rates in France and Spain are considerably 

higher). 

 

Becoming resident of Andorra  

Becoming a resident of Andorra is relatively easy. Four categories of residence exist: active 

residence, category A (the former passive residency), category B (an international business 

permit), and category C (a cultural permit). 
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Active Residence 

 

This type of residence is available to individuals who form an Andorran company and who 

intend to live and work on a permanent basis in Andorra. This type of residence requires a 

degree of permanency (being present in Andorra for only 90 days is insufficient for example) 

and as an active resident, one is required to pay social security contributions. Additionally, 

active residents are subject to the new personal income tax regime which was introduced in 

2015.  

 

 

Category A (former passive residence permit) 

In order to become a resident of Andorra under Category A (the former passive residence 

permit), applicants must meet the following conditions: 

 Over 18 years old; 

 Provide the appropriate legalised police certificates (which prove a clean criminal 

record); 

 Sign a document that they will reside for a minimum of 90 days per year in Andorra; 

 Prove that they have a private medical insurance valid for Andorra;  

 Prove that they either rent or own a residential property in the Principality of Andorra 

(or prove that they’ve signed a contract to buy a property within six months from the 

date of application); 

 Prove that they dispose of sufficient means to support themselves and their 

dependents. One needs a bank certificate which confirms a balance of minimum 

300% of the minimum Andorran annual salary for the main applicant and 100% for 

each additional dependent. Therefore, one has to open a bank account with a local 

Andorran bank and deposit the required funds (EUR 34,634.43 for the main applicant 

and EUR 11,544.81 for each dependent) into that bank account. These funds aren’t 

lost because after the bank issues the bank certificate, these funds can be used to 

fulfil the government bond requirement (explained in the next bullet point); 

 Deposit a EUR 50,000 bond plus EUR 10,000 for each dependent at the Andorran 

National Institute of Finance (INAF). The bond doesn’t yield interest and is designed 

to cover any debts that the applicant may incur with any administration or state-
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owned utility company. This government bond is entirely refundable when giving up 

the residence permit, so this money isn’t lost (it only doesn’t yield interest). 

 The applicant (head of the household) needs to sign a document which states that 

he/she will submit documentary proof within seven months from the date of 

application that he/she has invested a minimum total amount of EUR 400,000 in 

Andorra. Permitted investments are the following: property in Andorra, shares of or 

funds issued by Andorran financial institutions, public bonds issued by the Andorran 

government, a straight increase of the non-interest bearing government bond or a 

combination of all of them. It’s important to realize that the bond deposited at the 

INAF (EUR 50,000 for the main applicant and EUR 10,000 for each dependent) is 

included in this EUR 400,000 investment requirement. This means that the actual 

amount that needs to be invested is the balance which is computed by deducting the 

total amount deposited at the INAF from the minimum requirement of EUR 400,000. 

 

This category offers great advantages: less conformity to local regulations and no personal 

income taxes payable! Perfect for people who run businesses outside Andorra for example 

and who don’t need a work permit in Andorra. Passive residents need to spend at least 90 

days per year in Andorra. 

 

 

Category B (International Business Category) 

 

This is a residence permit designed to attract international businessmen who wish to form 

an Andorran company but only want to spend a minimum of 90 days (more is allowed) in 

Andorra. 85% to 100% of the business must be conducted outside Andorra. In order to 

obtain this permit, applicants must meet the following conditions: 

 

 Over 18 years old; 

 Provide the appropriate legalised police certificates (which prove a clean criminal 

record); 

 Sign a document that they will reside for a minimum of 90 days per year in Andorra; 

 Prove that they have a private medical insurance valid for Andorra;  
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 Prove that they either rent or own a residential property in the Principality of Andorra 

which satisfies the minimum requirement of an office space (minimum 20 square 

meters), 

 Prove that they dispose of sufficient means to support themselves and their 

dependents. One needs a bank certificate which confirms a balance of minimum 

300% of the minimum Andorran annual salary for the main applicant and 100% for 

each additional dependent. Therefore, one has to open a bank account with a local 

Andorran bank and deposit the required funds (EUR 34,634.43 for the main applicant 

and EUR 11,544.81 for each dependent) into that bank account. These funds aren’t 

lost because after the bank issues the bank certificate, these funds can be used to 

fulfil the government bond requirement (explained in the next bullet point); 

 Deposit a EUR 50,000 bond plus EUR 10,000 for each dependent at the Andorran 

National Institute of Finance (INAF). The bond doesn’t yield interest and is designed 

to cover any debts that the applicant may incur with any administration or state-

owned utility company. This government bond is entirely refundable when giving up 

the residence permit, so this money isn’t lost (it only doesn’t yield interest). 

 Produce a business plan with a projection of the next 3 years, a detailed Curriculum 

Vitae and all supporting documents; 

 Prove, within 7 months after the application, that the company formation has been 

completed; 

 

As mentioned before, this residence permit is designed to attract international businessmen 

who wish to establish an Andorran company but only want to spend a minimum of 90 days 

(more is allowed) in Andorra. The businessman’s primary base of operations must be 

established in Andorra. The services offered by the professional must be aimed primarily at 

persons or entities not resident in Andorra: the professional may offer his services within the 

Principality but the income derived from within Andorra may not exceed 15% of the total 

earnings from the business activities and the professional isn’t allowed to aim for full-time 

employment in Andorra.  

 

In contrast with the active residence scheme, category B residents have to pay a 

government bond. The good news is that they only have to spend 90 days in Andorra 

(versus active residence which requires a certain degree of permanence). In contrast with 
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category A, category B residents aren’t required to invest a minimum amount of EUR 

400,000 in Andorra. It’s expected that category B residents will be classed as passive 

residents, meaning they won’t be subject to personal income tax in Andorra just like 

category A residents. The decision will be made in the near future.  

 

Category C 

Certain individuals can apply for a residence permit for scientific, cultural or sportive 

reasons. Category C can be considered as the VIP category and the Andorran government 

decides in its absolute discretion whether an individual qualifies for this category or not. 

Applicants for category C residence must meet the same conditions as applicants for 

Category B residence (including the government bond). In contrast with category A and in 

line with category B, this category isn’t required to invest a minimum amount of EUR 

400,000 in Andorra.  

 

 

In order to qualify for category C, an individual must be internationally recognised in his/her 

particular field and he/she should submit a detailed Curriculum Vitae and all supporting 

documents which prove his/her international standing, achievements and fame. Additionally, 

85% of the professional activities must be carried on outside Andorra. It’s expected that 

category C residents will be classed as passive residents, meaning they won’t be subject to 

personal income tax in Andorra. This decision will be made in the near future. 

 

 

About the requirement that one needs to be present in Andorra for at least 90 days per year 

(category A, B and C). Nobody’s going to lose any sleep over it. There are solutions for 

this…   

Switzerland: still full of certainty 
 

Switzerland divides many people into believers and non-believers. The believers are 

convinced that it’s a beautiful country with a magnificent nature, civilized people, discipline, 

everything well-organized, excellent facilities and an attractive tax system. The perfect world 
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in a compact form. Others portray Switzerland as boring, a bit rustic, narrow-minded… a 

country where women only gained federal voting rights in 1971! The truth probably lies 

somewhere in between. That doesn’t alter the fact that you can enjoy a very high standard 

of living in Switzerland and… as a wealthy individual, you can benefit from a very attractive 

tax system. 

 

With regard to tax matters, it’s important to realize that Switzerland’s political system is 

organized on three levels: the communal, the cantonal and the federal level. Switzerland is 

divided into 26 independent cantons. Besides the federal tax system, each canton has its 

own tax system. So from a fiscal point of view, it’s of high importance in which canton 

you’re going to live as a resident of Switzerland. 

 

What about income tax? 

Income tax is levied at federal, cantonal and municipal level. Resident individuals of 

Switzerland are taxed on their worldwide income, regardless of the source of the income. 

Married couples are assessed jointly and there’s a reduced tax scale for married couples 

living together and single parent families. 

 

Federal income tax applies to worldwide income derived from both performed work and 

capital. Residents owning property in Switzerland and inhabiting the property themselves 

are obliged to add a fictitious rental value to their taxable income. Gross income from Swiss 

capital is taxable while income from foreign capital is only taxed after deducting the foreign 

withholding taxes.  

 

Generally, expenses necessarily incurred to earn the income (for example professional 

expenses) are deductible from the gross income. Additionally, various tax-deductible 

expenses are granted which may be deducted from the gross income to compute the 

taxable income. Examples of these tax-deductible expenses are: interest on private loans, 

alimony paid for children, insurance premiums, social security premiums and social 
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deductions such as a deduction for married couples, for single parent families, for children, 

etc.  

 

At the federal level, personal income tax rates are progressive and the maximum income tax 

rate is 11.5%. Besides the federal income tax, also cantonal and municipal taxes have to be 

paid at the cantonal and municipal level. These are calculated separately, have their own 

deductions and in most cantons, these income tax rates are also progressive. The various 

cantons are characterized by a large variety of income tax rates because all cantons (and 

within the cantons even the municipalities) have their own tax system. That’s why the 

choice of the canton of residence can have significant fiscal consequences. 

 

So what are the most attractive cantons? Examples of cantons with relatively low income tax 

rates are Obwalden, Schwyz, Zug, Uri, Appenzell Innerrhoden and Nidwalden. The highest 

observed income tax rate in one of these cantons is around 17%. Examples of cantons with 

a relatively high income tax rate are Basel-Landschaft, Vaud, Bern, Geneva and Zurich. In 

one of them, the highest observed tax rate amounts to 30%. The observed tax rates include 

both cantonal and municipal taxes.  

 

Generally, we can conclude that the total personal income tax rate in Switzerland doesn’t 

exceed 40%. For example, residents of the canton Schwyz are subject to a maximum 

personal income tax rate of 22% (covering the federal, cantonal and municipal level). 

 

What about capital gains tax? 

In general, capital gains of Swiss residents are tax-exempt, provided these were obtained by 

selling private movable assets which aren't assets of a company. Therefore, capital gains 

arising from securities transactions, for example, aren’t subject to any tax. Gains derived 

from the sale of private immovable property aren’t subject to federal tax. However, the 

cantons do levy a capital gains tax on immovable property: the seller pays capital gains tax 

on the realized capital gains. The tax rate generally depends on two factors: (1) the period 
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of time the seller owned the immovable property and (2) the realized capital gains. In most 

cases, a longer period of ownership reduces both the taxable basis and the tax rate. There's 

no capital gains tax payable if the property is transferred by virtue of a gift or legacy. 

 
 
Becoming a resident of Switzerland 

There are several residence permits available in Switzerland so let’s have a look at the three 

most important ones. 

 

Class B residence permit 

This is the most frequently issued residence permit and gives the permit holder the right to 

live and work in Switzerland. This permit is excellent for managers and self-employed 

professionals who wish to establish their own company in Switzerland. 

 

The class B permit has the following characteristics: 

 Usually granted for a one-year period; 

 The applicant can obtain the permit without being capable of speaking the official 

languages of Switzerland; 

 It allows the permit holder to enjoy the company of his/her close family (meaning 

the partner and children can also live in Switzerland); 

 This permit can only be granted if it doesn’t have the effect of depriving a Swiss 

national of employment; 

 If the permit is for work purposes as an employee, then the applicant must have 

concluded an employment agreement (speculating to find a job once you were 

granted the permit isn’t allowed); 

 The permit holder is allowed to buy real estate in Switzerland 
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Class C residence permit 

This is a longer-term residence permit which gives the permit holder almost the same rights 

as Swiss citizens. It has the same characteristics as the class B residence permit and in 

order to obtain it, the applicant must be holding a class B permit for minimum 5 and 

maximum 10 years, depending on the applicant’s country of origin. Obtaining this class C 

residence permit is the last required step before one can apply for Swiss citizenship. 

 

Fiscal deal permit 

This permit is perfect for wealthy people who wish to live in Switzerland but don’t desire to 

work there. Typically, applicants are wealthy people who are inactive or who are actively 

earning their income outside Switzerland (for example professional sportsmen). The holder 

of a fiscal deal permit pays considerably less income taxes than a ‘normal’ Swiss national! 

This because of the unique lump-sum taxation regime... 

 

Lump-sum taxation regime or “Pauschalbesteuerung” 

What makes Switzerland so attractive is the so-called lump-sum taxation regime. This 

regime is available for foreigners who aren’t gainfully occupied in Switzerland and is very 

attractive to wealthy individuals and families. Under federal and cantonal tax laws, 

individuals settling in Switzerland can request a special tax arrangement whereby Swiss 

taxes are levied on the basis of expenditure and standard of living, rather than on the usual 

worldwide income and assets! Fiscal deal permit holders will then be taxed on a favourable 

lump-sum basis for wealth and federal income tax purposes and for cantonal and municipal 

income tax purposes. This means that fiscal deal permit holders remain subject to gift tax, 

inheritance tax as well as to social security tax. 

 

The starting point of this regime is the pattern of expenditure associated with the lifestyle of 

the taxpayer and his family. The tax rates under the lump-sum taxation system are the 

same as they would normally apply but the advantage is that the taxable amount isn’t the 

permit holder’s real income but rather a much lower fictitious amount. This method of 
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taxation obviously results in a much lower tax penalty than paying on the basis of normal 

income and wealth tax laws. This system persuaded famous people such as Michael 

Schumacher and Ingvar Kamprad, the founder of Ikea, to settle in Switzerland. Obviously 

smart thinking of the Swiss government: the presence of wealthy foreigners has a positive 

impact on the local economy: both the consumption of goods and services and the demand 

in the real estate market increases. 

 

Who can benefit? 

A person who: 

 is settling in Switzerland for the first time or after an absence of at least ten years; 

and 

 doesn’t engage in any gainful activity in Switzerland (for example, the applicant is 

retired, isn’t employed by a Swiss employer and isn’t carrying out any business 

activity in Switzerland). 

 

Individuals who meet the above criteria can submit an application for a fiscal deal permit at 

the cantonal tax authorities. It’s clear that this lump-sum taxation regime is specifically 

designed for financially independent persons who aren’t seeking employment in Switzerland. 

However, applicants are allowed to carry out a professional activity outside Switzerland. 

Married couples are treated as one taxpayer and as of the first of January 2016, they can 

only be eligible for the regime if they’re both foreign nationals and if neither of them 

exercises a gainful activity in Switzerland.  

 

In principle, foreign citizens are eligible for the lump-sum taxation regime for an indefinite 

period of time. At the contrary, Swiss citizens (both Swiss nationals and foreigners with a 

dual nationality) are eligible for the lump-sum taxation regime in their first year of residence 

in Switzerland only. The right to be taxed according to the lump-sum taxation regime 

expires when the fiscal deal permit holder starts exercising a gainful activity in Switzerland 

or obtains the Swiss nationality! 
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How’s the taxable income calculated? 

Tax is levied on the basis of a fictitious income based on the annual living expenses incurred 

by the taxpayer and his family. The living expenses typically include the costs of housing 

(including heating, cleaning, etc.), food, clothing, wages of employees, education, leisure 

activities, travel, health, horses, cars, yachts, airplanes, and all other expenses linked to the 

standard of living. As of the first of January 2016, both the living expenses incurred in 

Switzerland and abroad are relevant. 

 

As of the first of January 2016, such a fictitious income based on the annual living expenses 

may not be less than seven times the annual rent paid for the main accommodation 

occupied by the taxpayer and his family. In the case the taxpayer owns his/her own 

accommodation, the fictitious income may not be less than seven times the deemed rental 

value of the property. Until the first of January 2016, the minimum annual living expenses 

are calculated by applying the multiplier five instead of seven in the multiplication. In 

practice it comes down to this: when you rent or own a large property in Switzerland, its 

rental value will be higher and your total annual tax bill will be higher as well. 

 

It’s difficult to assess the living expenses of the taxpayer and that’s why the minimum 

fictitious income explained above (based on the main accommodation of the taxpayer) is 

used in practice. The annual tax base is determined by a tax agreement concluded with the 

cantonal tax authorities of the canton in which the individual wishes to reside.  

 

As from the first of January 2016, the minimum taxable income on the federal level is CHF 

400,000 and the different cantons will also have to impose a minimum taxable income 

autonomously. Certain cantons also levy wealth tax on lump-sum taxpayers. This sounds 

bad but it isn’t… When you calculate the total amount of tax payable, one can conclude this 

is peanuts for a millionaire. The lump-sum taxation regime isn’t available in the following 

cantons: Zurich, Appenzell Ausserrhoden, Basel-Stadt and Schaffhausen. 
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Possible adjustments to the taxable amount 

Since the lump-sum taxation regime is negotiable, the cantonal tax authorities are free to 

determine a different and even higher taxable amount in future years. Factors which are of 

importance are the total worldwide assets, age, family situation, and the municipality in 

which the resident permit holder is living. Generally, the fictitious income is reviewed every 

three to five years and it may be subject to indexation. 

 

Which tax rate? 

The fictitious taxable income agreed on is used to compute the personal income tax due. To 

calculate the tax due, the normal income tax rates apply to the fictitious income. As 

mentioned before, tax rates can vary significantly, depending on the canton of residence 

and the family situation of the taxpayer. The advantage of the lump-sum taxation regime 

exists not because of the application of any special tax rates, but rather because the 

fictitious income (in practice based on the value of the main accommodation in Switzerland) 

can be much lower than the taxable amount based on the actual income and assets. 

 

Control calculation 

Based on federal legislation, the fictitious income based on living expenses is verified 

annually on the basis of specific audit calculations. The taxes due under the fictitious income 

approach shall not be less than the taxes determined in a control calculation which is based 

on specific items. The specific items are: 

 the income from Swiss sources (income from Swiss real estate, securities issued by a 

company domiciled in Switzerland and dividend and interest income derived from 

such assets, interest income from Swiss bank accounts and gold or other precious 

metal deposited in Switzerland, income from Swiss royalties, retirement pay and 

pensions from Swiss sources) and, 

 foreign income (such as foreign pension income) for which the taxpayer claims a 

partial or total foreign tax relief on the basis of a Double Taxation Avoidance 
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Agreement concluded by Switzerland and the foreign source country. However, if the 

taxpayer is entitled to a tax relief but doesn’t claim any tax credit on the foreign tax, 

then the control calculation doesn’t take into account that specific foreign source 

income. 

 

If the tax payable resulting from this control calculation is higher than the tax payable under 

the lump-sum taxation system, then the tax ultimately payable is the higher amount 

determined by the control calculation. Foreign securities held in a Swiss bank on behalf of 

an individual and foreign fiduciary deposits held in a Swiss bank aren’t included in the 

control calculation! 

 

Privacy 

It should be clear by now that the fiscal deal permit with its lump-sum taxation regime is 

financially advantageous for wealthy foreigners. But there’s more… Wealthy foreigners are 

also attracted to the lump-sum taxation system because fiscal deal permit holders aren’t 

required to declare their non-Swiss income and assets. This means that the lump-sum 

taxation system provides privacy with respect to their foreign income and assets. This is an 

exceptional system which should be cherished, keeping in mind the average European 

government which acts like a privacy-invading monster. 

 

Inheritance and gift tax are very beneficial 

Gift and inheritance taxes aren’t included in the lump-sum taxation system which means 

that fiscal deal permit holders are subject to both of them. Switzerland doesn’t levy 

inheritance and gift tax at the federal level. Instead, the cantons levy inheritance and gift 

tax which implies that there are 26 different inheritance and gift tax regimes. For example, 

the canton of Schwyz doesn’t levy any inheritance or gift tax.  

 

Many cantons don’t levy inheritance taxes between spouses or between parents and 

children, or levy only a very modest tax of less than 10% for descendants. The highest tax 
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rates apply to gifts and inheritances between unrelated persons: in such cases, the 

applicable tax rates can rise to 50% or higher. In other words, it’s important to pay 

attention to the applicable cantonal gift and inheritance tax systems when choosing your 

canton of residence in Switzerland. 

Fashionable Monaco 
 

The Principality of Monaco is a true dwarf state, with a surface area of 2.02 km2 (0.78 

square miles) and an estimated population of only 36,000 inhabitants. It holds the record for 

being the most densely populated nation in the world, which is reflected in the rental prices. 

If you like fashionable situations, snobs, wannabe rich and the real rich, then you just have 

to go to Monaco. The country isn’t only thriving, it’s also extraordinarily safe. It has the 

largest police force in the world both per capita and per square metre and there’s a 24-hour 

video surveillance system in place which covers the entire surface area of the Principality. 

The Principality also organizes one of the most famous and mythical Formula One races in 

the world: the Grand Prix of Monaco.  

 

In Monaco, taxes are still as good as non-existent (unless you’re a resident of Monaco with 

the French nationality). Real estate in the Principality of Monaco is very expensive but… You 

can always rent a small studio in Monaco where you ‘officially’ reside and simultaneously 

rent something roomier and more spacious in Nice or just across the border in Italy for 

example (in a discreet way to avoid trouble with the local tax authorities of these countries). 

Monaco is packed with celebrities who enjoy the pleasant (fiscal) climate, such as former 

James Bond Roger Moore, Lewis Hamilton, Jenson Button, Novak Djokovic, Caroline 

Wozniacki, etc. 

 

How to become resident of Monaco 

Now, how do you become a resident of the Principality of Monaco? Of course, you should 

first ask yourself the question whether you want to live in such a tiny country which, in spite 

of all the reclaimed land from the sea, remains ridiculously small. A basic studio costs at 

least EUR 600,000. 
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Basically, there are three methods to become resident of Monaco: 

1. You were offered an employment contract by an authorized Monegasque employer 

(but these are few and far between); 

2. You intend to set up a business activity in Monaco: only once you have an official 

document authorizing the establishment of a company you can obtain a residence 

permit; 

3. You can demonstrate that you’re wealthy and that you’ve sufficient income without 

engaging in any gainful employment. You will need to open a bank account with a 

bank in Monaco, deposit minimum EUR 500,000 and acquire a bank reference of that 

bank stating you have sufficient funds to support yourself in Monaco. 

 

Application process 

If you’re a non-EU national, then you'll first need to apply for a long-term visa. After 

obtaining the visa, you can then proceed to the next step, which is applying for a residence 

permit. Monaco isn’t a contracting party to the Schengen Convention (an agreement which 

entails no internal border controls and a common visa policy between the contracting 

states). However, Monaco concluded two bilateral agreements with France and its territory 

is situated within the external borders of the Schengen area. In practice, this means that EU 

nationals and Monaco nationals can travel freely without a visa throughout the whole 

Schengen area, including Monaco. As a consequence, European nationals can start 

immediately with the application process for the residence permit and skip the visa 

application process applicable to non-EU nationals. 

 

To obtain a residence permit, you must contact the Residents Section of the Directorate of 

Public Security. You will then have to struggle through all the necessary paperwork. All the 

required documentation (such as completed application form, birth certificate, certified copy 

of your international passport, proof of accommodation, etc.) needs to be translated into 

French by a qualified translator. You’ll also need to obtain and submit a certificate of good 

conduct: if you were convicted for criminal offences, then you’re not welcome in the 
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Principality. So you need to prove that you don’t have any criminal records in the countries 

where you were residing before the application. 

 

As an applicant, you'll also undergo an interview where you will be asked questions about 

your family, your education, your qualifications, your work experience, etc. Once you 

struggled through the whole application process, you will obtain a temporary residence 

permit valid for twelve months. 

 

How to remain resident of Monaco? 

So you received your temporary residence permit which is valid for one year. You must 

renew this temporary residence permit annually for the first three years of your residence 

(so you have to renew it twice). At the end of the first three years, you can apply for an 

ordinary residence permit valid for three years. This ordinary residence permit has to be 

renewed at the end of the three-year period (to start another three-year period). During 

these first nine years of residence, you’re required to spend, on a yearly basis, at least three 

months of your time in Monaco. After the first nine years of residence, you can then apply 

for a privileged residence card valid for ten years. This privileged residence permit grants 

the permit holder the right to apply for citizenship (meaning the right to apply for the 

Monegasque nationality) and the privileged residence permit holder is required to spend at 

least six months and one day in Monaco on a yearly basis. 

 

In order to renew the residence permit, the following documents are required: a completed 

application form, a copy of the lease or property deed, a copy of the last two electricity bills, 

and a letter from the bank proving sufficient income or a certificate of employment or an 

extract from the Register of Commerce (depending on which method was chosen to apply 

for the residence permit). No need to panic, the fulfilment of these requirements (with 

regard to the electricity bills for example) can be arranged… 
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What about taxes? 

The good news is that income tax was abolished in 1869! All foreigners officially residing in 

Monaco and people with the Monegasque nationality can benefit from this zero personal 

income tax regime. There’s only one exception: French nationals who are resident of 

Monaco do have to pay personal income tax which is computed according to the principles 

of French tax law. The amount payable is paid directly to the French government. The 

Principality of Monaco doesn’t levy capital gains tax nor wealth tax.  

 

Inheritance tax and gift tax are payable, but only with regard to assets situated in Monaco. 

In other words, these taxes don’t apply to assets situated outside Monaco (money in a 

foreign bank account for example). Clever individuals know how to benefit from this... In the 

case property is situated in Monaco (real estate for example), in practice this means only a 

modest inheritance tax percentage applies when the owner passed away. But then again, 

there’s a beautiful exemption for heirs in the direct line (parents, spouse and children). They 

don’t have to pay inheritance tax when they inherit assets (situated in Monaco) of a resident 

of Monaco! Analogously, when the resident of Monaco makes a gift to beneficiaries in the 

direct line, no gift tax is due. In the case brothers and sisters of a resident of Monaco inherit 

assets or receive a gift, 8% tax is due. In the case unrelated persons of a resident of 

Monaco inherit assets or receive a gift, 16% tax is due. As said before and very important to 

remember, inheritance and gift tax don't apply to assets situated outside the Principality of 

Monaco… 

Go into hiding in Belize 
 

A little-known paradise for divers and for those who consider discretion as important. 

Formerly known as British Honduras, Belize is bordered by Mexico to the north, Guatemala 

to the west and the Caribbean Sea to the east. It has only approximately 312,000 

inhabitants living in an area approximately two-thirds that of tiny Belgium, with 54,000 

people living in Belize City. Belize is nothing but unspoilt nature and you can spend hours 

walking along deserted beaches. The country isn’t really developed but if you want rest and 

discretion, then just go to Belize. Although the United Kingdom had the effective authority 



119 

 

under control, British Honduras was granted self-government in 1964. In 1973, British 

Honduras was officially renamed Belize.  

 

On the 21st of September 1981, after delays due to territorial disputes with Guatemala, 

Belize finally became independent from the United Kingdom. The new state continued to 

have border conflicts and for some time, British troops remained in the country to protect it 

from the Guatemalan threat. It took until 1991 before Guatemala finally recognized Belize, 

but even now, there’s still a continuing border dispute between the two countries. Many 

Guatemalan maps for example still portray Belize (or a part of it) as a department of 

Guatemala. 

 

The official language is English: only an estimated 6% of the population is a native speaker 

of English, it's mainly used by the government. Half the population is a native speaker of 

Spanish and many others speak it as a second language. About 37% of the inhabitants is a 

native speaker of Creole and many other inhabitants speak it as a second language. In 

addition, small minorities speak some Mayan languages as well as Garifuna and 

Plautdietsch. The latter language is spoken by Amish people who moved to Belize in small 

numbers. The many different races managed to mix successfully and there’s religious 

tolerance in Belize. The current capital city of Belize is Belmopan, which is no more than a 

village in comparison with Belize City, the former capital city. 

 

How can you become resident of Belize? 

One very nice advantage is that Belize is one of the few countries in the world where you 

can become a permanent resident without the obligation to actually reside there on a 

permanent basis. Handy, isn’t it?  

 

The first step is to go to Belize. Depending on your citizenship (read your nationality), you 

can get a visa free entry in Belize with your international passport. For example, citizens of 
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the EU, the CARICOM, the Commonwealth Republics, the United states, etc. can all get a 

visa free entry in Belize.  

 

While you’re in Belize, sipping a Mojito and determined to stay in this piece of paradise, it’s 

nice to know there are two residence statuses available: the Permanent Residence status 

and the Qualified Retired Person (QRP) status. The Permanent Residence status implies that 

someone in Belize can still employ you while this isn’t the case for QRPs. It's also nice to 

realize that Belize applies a territorial tax system, which is very interesting... 

 

Taxes 

Belize applies a territorial tax system: being a permanent resident, this means you’ll only 

have to pay personal income tax on income derived from within Belize (when you work as 

an employee in Belize for example). This also means that foreign income is not taxed at all 

and is tax-exempt. This offers opportunities… Additionally, Belize doesn’t levy capital gains 

tax nor inheritance tax. 

 

Permanent Residence status 

If you want to obtain the Permanent Resident status, you must have legally resided in Belize 

for at least one year. All visitors with a valid international passport and/or visa obtain a 30-

day tourist entry permit upon arrival. If you want to stay longer than thirty days, then you’ll 

need to renew your permit at an immigration department office before the expiration date 

and this for each month (so 11 renewals in total covering a period of one year). The cost of 

an extension is USD 25 for each month of the first 6 months and USD 50 for each month of 

the last six months. During this year, you can leave Belize as many times as you like but you 

cannot leave the country for 14 or more consecutive days. 

 

Strange as it may sound, you must apply for a work permit before applying for permanent 

residence, even if you never intend to work in Belize. Does this imply that you have to look 

for a job? Of course not… Strange indeed! You just need to buy a work permit, which can 
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cost up to USD 1,000 if you’re highly qualified. Moreover, you must convince the 

immigration department that you have valuable skills, in case you should ever decide to 

start working in Belize. ‘Valuable’ is interpreted in the broadest sense. Present some of your 

best certificates… But we know cases where people received a work permit based on their 

swimming certificate (you can always give swimming lessons) or based on their piano skills. 

Don’t lose any sleep over it. Even in the case you don’t have any skill (some people are just 

clumsy, lazy or completely useless), you can always volunteer to give computer classes to 

children. Or you can pay a Belizean who already has a company to obtain that work permit 

for you. In short, there are creative possibilities enough. 

 

Once you’re able to prove that you’ve been living in Belize for one year, you’re finally ready 

to apply for the Permanent Residence permit. Before you apply, you (and all your family 

members who want to come with you) will need to undergo a simple medical examination in 

Belize, including an HIV test (Human Immunodeficiency Virus test) and an STD test 

(Sexually Transmitted Disease test). As long as you aren’t infected and you’re still able to 

breathe, you can complete this medical examination successfully. Furthermore, you should 

have a crime-free record in the country of your last place of residence. 

 

When you submit your application for the Permanent Residence permit, you should expect a 

delay of around four months. Always remain patient and friendly, because if you start 

barking and threatening, they’ll never finish your paperwork. This is the Caribbean, things 

are a bit different here… The whole application process doesn’t cost more than USD 1,000. 

Finally, your international passport is stamped indicating that you’re a permanent resident of 

Belize, and you receive a real permanent residence permit afterwards. 

 

As free as a bird 

Once you're a permanent resident, almost anything is possible in Belize. You can start your 

own business or you can start looking for a job. However, you cannot vote or join the army, 

but we assume that acquiring these rights is not what you’re looking for. You’re free to 

come and go as you wish: you’re not required to reside in Belize for a minimum number of 
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days! Handy, right? Even if you’re away for ten years, so to speak, you'll still maintain your 

permanent residence status. You can only lose your permanent residence status if you’re up 

to no good or if you do something that upsets the government. After you’ve obtained your 

permanent residence status, you have up to one year to bring your household effects into 

Belize duty-free, on a one-time basis.  

 

Qualified Retired Person status 

This residence scheme is very flexible and it’s nice to know that applications for the Qualified 

Retired Person status are managed by the Belize Tourism Board and not by the department 

of immigration. 

 

Whom is it for? 

The Qualified Retired Person status is open to residents of the US, Canada, the EU and all 

countries of the Commonwealth. However, in practice, the program is open to nationals 

from other countries as well. To maintain your status as a Qualified Retired Person (QRP), 

you need to reside in Belize for four weeks in any given year (a long holiday). Anyone can 

apply for the QRP status, even by e-mail, and you don’t have to be a permanent resident of 

Belize. 

 

Someone who wants to obtain the QRP status must have a monthly income of at least USD 

2,000 originating from sources outside Belize. This income can originate from any possible 

source, such as pension funds, investments, real estate, and so on. This income (USD 

24,000 per year) needs to be deposited on your bank account which you’re holding with a 

Belizean bank. When applying for the QRP status, you’ll need to struggle through the 

documentation requirements. The most important document you’ll need to submit is the one 

issued by the company that grants the pension income. That document shall certify that the 

pension of minimum USD 2,000 per month will be forwarded to your bank account which 

you’re holding with a reputable financial institution in Belize. 
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Anyone can apply for the QRP status, regardless the age of the applicant. Officially, anyone 

older than 45 can qualify for the program, but in reality, no one seems to care about that… 

A person who qualifies can also include his/her dependents (spouse and children) in the 

program. The QRP application can be wound up within four to six weeks. You can also 

change your status from Permanent Resident to Qualified Retired Person and vice versa. 

 

Costs of the application 

To participate in this program, you’ll have to pay the following: (1) a non-refundable 

application fee of USD 150; (2) a program fee in the sum of USD 1,000 payable upon 

acceptance into the program; (3) a fee of USD 200 for the issuance of the QRP residence 

card; and (4) each dependent (children for example) is required to pay a program fee of 

USD 750 to enter the program.  

 

Incentives and advantages 

As a QRP of Belize, you don’t need a work permit and you can do anything you like. 

However, you may not work for anyone in Belize, but this rarely happens as an expat. 

Therefore, you can go on an extended holiday (or multiple shorter holidays) to Belize and 

still be a resident of Belize (a minimum presence of four weeks on a yearly basis is 

required). Obviously, once you have a residence permit of Belize, it’s easier to prove to the 

authorities of other countries, where you spend your time sometimes, that you don’t live 

there. Because after all, you have a residence permit of Belize... All QRPs are entitled to 

import their personal household effects and approved means of transportation into Belize, 

free of all import duties and taxes.  

 

Advantage of both the permanent residence scheme and the QRP scheme 

Because of the territorial tax system of Belize, residents of Belize don’t pay any taxes on 

their worldwide income as long as the income doesn’t originate from sources within Belize. 

Therefore, this means that if you use Belize as an operating base to run your business (but 

you can run your business from any place in the world), you aren’t subject to any personal 
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income taxes, as long as you don’t have any Belizean customers of course. And the only 

thing you have to do is reside in Belize for a limited period of time on an annual basis (no 

minimum requirement for the permanent residence scheme versus a minimum requirement 

of only four weeks a year for the QRP scheme). Isn’t this fantastic? Simply beautiful for 

entrepreneurs and investors! 

Let’s go all together to Curaçao... 
 

Curaçao is often described as ‘a tropical island without weather forecasts’. It’s an island 

located in the southern Caribbean Sea, off the Venezuelan coast. Curaçao has a warm and 

sunny climate with an annual average temperature of about 27 degrees Celsius (around 80 

degrees Fahrenheit). Refreshing trade winds bring cooling during the day. The average 

temperature difference is only 2.5 degrees Celsius (36.5 degrees Fahrenheit) between 

summer and winter and the sea temperature is warm and varies little from its annual 

average temperature of 26.8 degrees Celsius (around 80 degrees Fahrenheit). Curaçao’s 

climate is characterized by a wet season (October, November and December) and a dry 

season (January to September). The warmest months are August, September and October 

and it tends to cool down a little during the months January and February. The total annual 

rainfall averages only 570 mm (22 inches). Curaçao lies outside the hurricane belt, which 

means it’s only very occasionally affected by hurricanes and sometimes affected by pre-

hurricane tropical storms. Curaçao is the largest island of the former Netherlands Antilles, 

has a surface area of 444 square kilometres (171 square miles) and has 151,000 

inhabitants. 

 

Curaçao has lots to offer: sun-drenched beaches, a pleasant climate, nice hotels, a varied 

nightlife and excellent snorkelling and diving opportunities to discover the wonderful 

underwater world. Curaçao has a large number of cultural and historical monuments which 

are spread all over the island. First of all, there’s the capital city of Curaçao, Willemstad, 

with its natural harbour and the pretty pastel-coloured merchant houses. The historic city 

centre of Willemstad has been declared a UNESCO World Heritage Site. Next, there are the 

multiple impressive forts (such as Fort Amsterdam and Fort Nassau). Furthermore, there’s 

the pontoon bridge, officially the Queen Emma bridge. This bridge is also known as the 
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‘Swinging Old Lady’, because the bridge swings open to grant ships access to the port. 

There’s also the Queen Juliana Bridge, with a height of 56 metres (185 feet) the highest 

bridge in the Caribbean, which offers a breath-taking view. There’s the floating market, 

there’s the more than three centuries old synagogue and there are several museums. In the 

countryside, you can discover impressive country houses, the beautiful Christoffel National 

Park, small cunucu-houses and the Hato Caves. 

 

The pensionado scheme... 

In the late eighties of last century, in imitation of a country such as Switzerland, the former 

Netherlands Antilles introduced a special tax scheme for new immigrants. This arrangement 

became famous as the pensionado scheme and is a favourable tax regime designed to 

stimulate wealthy Dutch (and other foreigners, of course) to immigrate to the Antilles. After 

all, the local economy (also) benefits from such a special tax scheme. After the dissolution of 

the Netherlands Antilles, Curaçao maintained the special tax incentives for foreign 

pensioners who chose to reside on the island. This arrangement offers the foreign 

pensioners a special tax treatment with regard to their foreign income. If a pensioner meets 

all the conditions, the pensioner’s worldwide income from foreign sources (such as pensions, 

dividends and interest) is taxed at a flat income tax rate of only 10%. 

 

Two options 

As a pensioner, you can choose between two options under the pensionado scheme. On the 

one hand, you can choose for a flat tax rate of 10% levied on your worldwide income (but 

not derived from business or employment within Curaçao). This worldwide foreign income 

includes pensions, dividends and interest, as well as income derived from an offshore 

company, interest on deposits with local banks and any rental income. The taxable amount 

for pensioners is calculated in the same way as for non-pensioners. On the other hand, one 

can also choose to be taxed on a fixed amount of foreign income (USD 281,000). The 

foreign income is fixed at USD 281,000 and then taxed at the normal progressive income tax 

rates. The bottom line of this second option is that you pay, on a yearly basis, an amount of 

USD 152,000 personal income taxes no matter how high your worldwide income. 
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Curaçao doesn’t levy wealth tax on the assets of its residents. Both inheritance tax and gift 

tax apply (rates vary between 2% and 24%) to the assets of a resident of Curaçao (but 

there are possibilities to avoid these taxes of course). 

 

How to become a pensionado? 

The conditions to become eligible for the pensionado scheme are the following: 

 The individual applying for the pensionado status shouldn’t have lived in Curaçao or 

the other former Netherlands Antilles jurisdictions in the five years prior to applying 

for the pensionado scheme; 

 The pensioner should be at least 50 years old; 

 Within 2 months after registration as a resident, the pensioner must notify the local 

tax authorities that he/she wishes to be taxed according to the pensionado scheme; 

 Within 18 months after registration as a resident, the pensioner must own a house in 

Curaçao with a value of at least USD 255,000. 

 

As you can see, meeting these requirements isn’t impossible. In the case the pensionado 

earns local income, that income is taxed at the normal progressive income tax rates (up to 

49%) and not at the flat tax rate of 10%. However, it’s important to know that pensioners 

who obtained the pensionado status may not conclude any employment contract with a 

company if they don’t own at least 40% of the shares of that company. The pensioner risks 

losing his pensionado status if he does conclude such an employment contract. 

Costa Rica 
 

Costa Rica (Spanish for Rich Coast) is located in Central America and is bordered by 

Nicaragua to the north, Panama to the southeast, the Caribbean Sea to the east and the 

Pacific Ocean to the west: an unbelievable dream location. Costa Rica has a surface area of 

51,060 square kilometres (19,714 square miles), which means it’s slightly smaller than the 
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Netherlands and Belgium combined. Most inhabitants are native speakers of Spanish and 

only a minority of people is able to speak English.  

 

San José is the capital city of Costa Rica and houses the majority of the country’s 

population. San José is located on the Central Valley plateau at an altitude of 1,160 metres 

(3,806 feet) above sea level in central Costa Rica. Costa Rica has a huge variety of 

landscapes, including a series of volcanic mountain chains stretching from the northwest to 

the southeast. Many volcanoes are still active with the most active one being the Arenal 

volcano in the Tilarán mountains. When it’s nice weather, the Tilarán mountains can be seen 

from the Pan-American Highway. 

 

The Arenal region is also known as the ‘Adventure Capital’ of Costa Rica. Here you can find 

multiple hot springs and several of them have been transformed into wellness centres. But 

there’s more: the volcanoes, mountains and rivers that surround the large Lake Arenal are 

undoubtedly the place to be if you’re an enthusiast eco-tourist. White water rafting, zip-

lining through the rainforests, waterfall rappelling, hiking on various nature trails, horseback 

riding, and so on. Anything is possible. 

 

The Caribbean coast consists of vast lowlands with swamps, mangroves and waterways 

behind a coastline of long, sandy, white beaches. The Pacific coast is hilly with many bays 

and cliffs interspersed with small sandy beaches. Along Costa Rica’s 1,290 kilometres (800 

miles) of coast line, you can find endless white, sandy, untouched beaches where you can 

imagine yourself as a modern-day Robinson Crusoe. The seawater has a light turquoise blue 

colour, palm trees are blowing in the wind and gorgeous sunsets are melting into the 

horizon: a heavenly spectacle. But there’s more… Costa Rica has an advantageous tax 

regime for fiscal refugees who are trying to escape the clutches of the (European) tax 

monster. 
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Methods to become resident of Costa Rica 

As of the first of March 2010, a new immigration law became effective which distinguishes 

between several types of residence. As part of the law, a new ‘Reglamento’ came into effect 

on the 17th of May 2012: this ‘Reglamento’ contains guidelines, rules and the interpretation 

of the new immigration law. 

 

Pensionado scheme 

In principle, the pensionado scheme only applies to pensioners who already receive a 

pension. It’s sufficient to prove that you receive USD 1,000 per month from a pension fund 

in order to apply for a temporary residence permit (which can be transformed into a 

permanent residence permit after three years). Once qualified as a pensionado resident of 

Costa Rica, you aren’t allowed to work as an employee in Costa Rica. Instead, you’re 

allowed to own a company and derive income from it. The spouse and dependents under 25 

years old of the pensionado applicant can also apply for a residence permit. One monthly 

pension income of USD 1,000 covers the applicant, his/her spouse and the children under 

the age of 25 who live with them in Costa Rica. As a pensionado resident, you’re not allowed 

to be absent in Costa Rica for a period of more than two consecutive years, which is 

certainly feasible of course. 

 

The pensionado residence permit is a temporary residence permit which has to be renewed. 

After three years of temporary residence, the pensionado permit holder can obtain a 

permanent residence permit. When you’re going to renew your resident status at the end of 

each of the first two years, you’ll need to prove that, during the year, USD 12,000 was 

deposited on a savings account with a bank in Costa Rica (USD 1,000 x 12 months). The 

easiest way to comply with this requirement is to ask your Costa Rican bank to issue a letter 

which states that (1) you have an account with them and (2) you’ve exchanged the USD 

12,000 required to retain the pensionado residence status. 

 

The big advantage is that Costa Rica, like Hong Kong, Belize and Uruguay, only taxes 

income earned in Costa Rica itself (territorial tax system) and isn’t interested in what you’re 
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earning outside Costa Rica. For Costa Rican residents (it doesn’t matter which residence 

scheme applies), this can undoubtedly lead to very creative but completely legal stories… 

 

Rentista scheme 

For those of you who aren’t retired yet, there’s also good news! The rentista scheme was 

designed for those who aren’t working or aren’t willing to work in Costa Rica but still dispose 

of their own income. An applicant for the rentista residence permit must prove the ability to 

receive at least USD 2,500 monthly income for a period of 2 years. This can be done with an 

official and certified letter, issued by a financial institution and stating that the applicant has 

a bank account with a balance of at least USD 60,000 (USD 2,500 x 12 months x 2 years). 

It’s not required to hold the funds in Costa Rica: for example, you can also have a savings 

account in Switzerland with a balance of at least USD 60,000. The ideal certified letter 

issued by the financial institution should state that the applicant will receive at least USD 

2,500 per month in Costa Rica in a stable and permanent manner. 

 

A rentista permit holder isn’t allowed to work as an employee in Costa Rica. However, the 

rentista permit holder can own a company and derive income from it. The spouse and 

dependents under 25 years old of the rentista applicant can also apply for a residence 

permit. Important to realize is that the rentista monthly income requirement of USD 2,500 

applies to all sorts of applicants (whether or not the applicant is single, married, or married 

with children), no exceptions are made. The monthly income requirement of USD 2,500 

covers the applicant, his/her spouse and the children under the age of 25 who live with 

them in Costa Rica. As a rentista resident, you’re not allowed to be absent in Costa Rica for 

a period of more than two consecutive years. Feasible of course. 

 

Like the pensionado residence permit, the rentista residence permit is also a temporary 

residence permit which has to be renewed. After three years of temporary residence, the 

rentista permit holder can obtain a permanent residence permit. When you’re going to 

renew your resident status at the end of the first two years, you’ll need to prove that USD 

30,000 was deposited on a savings account with a bank in Costa Rica (USD 2,500 x 12 
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months) during the year. The easiest way to comply with this requirement is to ask your 

Costa Rican bank to issue a letter which states that (1) you have an account with them and 

(2) you’ve exchanged the USD 30,000 required to maintain the rentista residence status. In 

the third year, you don’t have to transfer additional money into your savings account in 

Costa Rica because you already reached the minimum requirement of USD 60,000 at the 

end of the second year of residence. Therefore, one can conclude that it’s certainly feasible 

to meet the conditions of the rentista residence scheme. If you’ve USD 60,000 at your 

disposal, you can apply. And your money isn’t lost, it’s just transferred from one bank to 

another… 

 

Inversionista scheme 

This category is established for people who are investing an amount of no less than USD 

200,000 in Costa Rica. In order to qualify, one can invest in any Costa Rican business or in 

certain sectors approved by the government of Costa Rica. An inversionista resident can 

claim income from investment projects and is allowed to own a company and derive income 

from it. The inversionista permit is also a temporary residence permit, which can be 

transformed into a permanent residence permit after a period of three years. As an 

inversionista resident of Costa Rica, you’re not allowed to be absent in Costa Rica for more 

than two consecutive years.  

 

Permanent Residence scheme 

The three schemes discussed above (the pensionado, the rentista and the inversionista 

scheme) all grant temporary residence permits. After a period of three years, temporary 

residence permits can be transformed into permanent residence permits. The main benefit 

of permanent residence is the absence of any financial requirements, as opposed to the 

temporary residence schemes. The spouse and dependents under 25 years old of the main 

applicant can also apply for the permanent resident status. A permanent resident can work 

as an employee in Costa Rica and is allowed to own a company and derive income from it. A 

permanent resident isn’t allowed to be absent in Costa Rica for more than four consecutive 

years.  
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You can also choose for the fast track to obtain the permanent residence status: you can 

skip the three year temporary residence period and become a permanent resident 

immediately by marrying a Costa Rican citizen.  

 

Social security 

All residents must participate in Costa Rica's national social security and healthcare 

insurance system, also known as ‘Caja’. Proof of participation and payments for the entire 

term of the temporary residence are required to obtain a renewal of your temporary 

residence permit. To give you an idea of the costs of these contributions, let’s have a look at 

the rentista scheme. The amount of the contributions you pay is based on your reported 

income. This reported monthly income is at least USD 2,500 for a rentista resident. On 

average, we can say that a rentista resident will pay, on a monthly basis, USD 150 to the 

Caja. 

The United Arab Emirates (the UAE) 
 

The United Arab Emirates is a country situated in the southeast of the Arabian Peninsula on 

the Persian Gulf. It’s bordered by Oman to the east and by Saudi Arabia to the south and 

shares sea borders with Iraq, Kuwait, Bahrain, Qatar and Iran. The UAE is a federation of 

seven emirates: Abu Dhabi, Ajman, Dubai, Fujairah, Ras al-Khaimah, Sharjah and Umm al-

Quwain. Islam is the official religion of the UAE and Arabic is the official language. However, 

English is widely understood and is used, besides Arabic, as the language of commerce.  

 

The UAE is one of the most liberal countries in the Gulf, it’s modern and it’s characterized by 

a high standard of living. Additionally, the UAE sits on a massive amount of oil and natural 

gas resources (the UAE is always ranked in the top 10 countries of the world when it comes 

to oil and gas reserves). Dubai, for example, doesn’t need much explanation. Everyone 

knows the success story, it’s slackening a bit now but certainly not more than that. In 

http://en.wikipedia.org/wiki/Oman
http://en.wikipedia.org/wiki/Saudi_Arabia
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Western Europe, many people are very happy to pretend that Dubai is at its last gasp, but 

that’s absolutely wrong.  

 

Tax system 

The UAE has a real aversion to taxes which is a nice bonus. Now, being a tax refugee, can 

you become an Emirati? If you’re talking about naturalisation to obtain the nationality, then 

the answer is clearly no. It’s almost impossible to become an Emirati (a real citizen of the 

UAE with a UAE passport), unless exceptionally by marriage. Of course, becoming an Emirati 

isn’t necessary to enjoy the fantastic fiscal climate of the UAE. It’s sufficient to become a 

resident of the UAE (as mentioned before, it’s not your nationality but the country where 

you’re officially residing that matters for personal income tax purposes, except for US 

citizens of course). 

 

How to become a resident of the UAE? 

Most residents of the UAE are resident expatriates with a temporary residence permit which 

allows them to reside in the UAE for a limited period of time. Usually, a renewal of the 

residence permit is necessary after a period of three years. The immigration system of the 

UAE is special because each emirate in the UAE has its own General Directorate of 

Residence and Foreigners Affairs to take care of immigration, visa and entry permit related 

issues. It’s important to realize that the immigration rules, although being federal, aren’t 

applied consistently in each emirate. In fact, each emirate has its own residence permit rules 

and property ownership rules for foreigners. 

 

Ras al-Khaimah… 

Let’s say you want to become a resident of the UAE and officially reside in Ras al-Khaimah 

(RAK) for example. How can you then obtain a residence permit? Basically, being a non-

Emirati, there are three methods to apply for a residence permit.  
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First, you can work for a local company which will obtain a residence permit for you. Of 

course, this isn’t an option for a real fiscal refugee.  

 

The second option is to obtain a residence permit on the basis of property ownership. 

However, in 2008, the ability to obtain a residence permit on the basis of property 

ownership was curtailed significantly… This means that option two is also an undesirable 

solution for fiscal refugees. 

 

Luckily, there’s also a third, more suitable option! You can set up a business in the Ras al-

Khaimah Free Trade Zone. Small office spaces are readily available for rent at a very 

reasonable cost... This Free Trade Zone provides visa sponsorship (read residence permits) 

to individuals to enable them to operate a business in the UAE. The number of visas that 

can be issued to a company depends on the operations, the type and size of the facility, the 

type of licence and the activity undertaken. Commercial and Consultancy Licences can apply 

for up to four visas. For Industrial Licences, the number of visas is to be decided on a 

project-by-project basis. There are different types of visas for which RAK Free Trade Zone 

entrepreneurs can apply, depending on their individual requirements and eligibility criteria. 

 

As a RAK Free Trade Zone business owner (investor/shareholder/partner), you will be 

granted an employment visa. This type of visa is normally valid for three years and the visa 

holder isn’t allowed to stay outside the UAE for more than six consecutive months. Males 

who already hold an employment visa, issued by the RAK FTZ, may also apply for family 

visas. In other words, the spouse and children can also obtain a residence permit which is 

valid for three years.  

 

Critical note 

Since the UAE isn’t really a democracy, the rules can change quickly and unexpectedly 

sometimes. In the case of Ras al-Khaimah for example, visa applications and visa approvals 

are subject to change without notice and are governed by the rules and regulations of the 
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RAK Free Trade Zone and the RAK Immigration Authority. Therefore, it might not be correct 

to present the UAE as THE place to be for a fiscal refugee. 

Do it in Prague 
 

As a European citizen, it isn’t always necessary to travel far in order to pay less tax… Just go 

to the airport and take a short flight to the Czech Republic. The Czech Republic taxes 

personal income at a flat tax rate of 15%, which isn’t bad. But that’s not all… If you’re self-

employed (as a EU citizen, you can become self-employed very easily in the Czech 

Republic), you’re allowed to apply a delightful lump sum deduction in order to lower your 

taxable income. So instead of claiming actual expenses such as social security and health 

contributions, you can apply a lump sum deduction (ranging from 40% to 60%) to lower 

your taxable income. And if you’re a farmer, you’re allowed to apply a lump sum deduction 

of even 80%! 

 

Generally, the lump sum deduction of 40% applies: when you have a taxable income base 

of 100, you can deduct 40 from it. You will then pay 15% personal income tax on the 

remaining 60. Bottom line is that your personal income tax burden is reduced to only 9%. 

Yes, we could live with that! Even better is when you’re engaging in farming activities. 

Whether you breed chickens, kangaroos, ostriches, donkeys or Bugs Bunnies; whether you 

cultivate beautiful flowers, high-fibre vegetables good for the intestines or a new, legal and 

genetically modified mind-expanding herb, it doesn’t matter: the Czech Republic is your 

Walhalla! As a self-employed farmer in the Czech Republic, your personal income tax burden 

equals only 3% (due to the generous lump sum deduction of 80%)! 

 

The Czech Republic offers opportunities, that much is clear. As a self-employed individual, 

you can simply invoice a Czech company and you pay personal income taxes in the Czech 

Republic at a maximum flat tax rate of 9% (taking into account the lump sum deduction). 

Let’s leave aside for now who owns that Czech company… You can also invoice foreign 

companies of course. Again, let’s leave aside for now who owns these foreign companies… 

With regard to the substance requirements: you must be able to prove that you’re running 
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your business from the Czech Republic. Maybe you can rent a cosy apartment in Prague, 

because after all, it’s a very pleasant city. 

Malta for culture-holics 
 

Malta is a small archipelago located in the middle of the Mediterranean Sea and consists of 

the sunny holiday islands Malta, Gozo, Comino and the uninhabited islands Filfla, Cominotto 

and St. Paul’s Island. The British occupied the Maltese archipelago for almost 2 centuries 

and as a consequence, English is one of the two official languages, besides Maltese. French 

and Italian are widely spoken too. The island of Malta is the main island of the archipelago 

and is a charming, attractive and sunny holiday island. It has an intriguing and fascinating 

past with a rich and varied cultural and architectural heritage. The island is characterized by 

an exceptional landscape of rugged coastlines and beautiful bays. In the capital Valletta, you 

can find many wonderful cultural buildings with centuries-old history oozing from the walls. 

Alternatively, you can opt for one of the small beaches in the bays of Malta or for the 

beautiful white beaches of the neighbouring island Gozo. Why shouldn’t you decide to live 

there? Or at least reside there for a part of the year… Since Malta is a member of the EU, 

some things became easier. For example, non-EU nationals who should decide to become 

resident of Malta can enjoy visa-free access to the Schengen area.  

 

Tax system 

Malta’s tax system is beneficial for entrepreneurs, wealthy individuals and investors who are 

looking for a stable, safe and attractive business environment. Maltese citizens who are 

resident of Malta are subject to personal income taxes on their worldwide income 

(progressive rates from 0% to 35%). Nothing special or attractive at first sight. However, 

there’s something special about Malta, especially for foreigners… A very interesting and 

welcome legacy of Malta’s British colonial past is the remittance-based tax system. It sounds 

complicated but it isn’t: the crux of the matter is that non-Maltese individuals (read 

foreigners with another nationality) can get a very beneficial tax treatment by becoming a 

resident of Malta. As a foreigner, you can qualify for one of the special residence schemes 

and as a consequence, the remittance basis of taxation will apply. This means that 

foreigners resident in Malta are only taxable in Malta on two types of income: 
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The first type of income subject to Maltese income tax is Maltese sourced income and capital 

gains. As a resident of Malta, you will be subject to Maltese personal income tax when 

you’re working as an employee in Malta or when you're selling handmade Italian shoes to 

Maltese citizens for example.  

 

The second type of income subject to Maltese income tax is foreign sourced income but only 

to the extent that it’s remitted to Malta. And this is extremely interesting of course! 

Practically, this means that foreigners resident in Malta aren’t subject to income tax in Malta 

on income arising outside Malta which isn’t remitted to a Maltese bank account. Additionally, 

foreigners resident in Malta aren’t subject to income tax on any foreign sourced capital 

gains, even when they remit these gains to a Maltese bank account (for example capital 

gains made by buying and selling shares on foreign stock markets).  

 

There’s no inheritance tax, no gift tax an no wealth tax in Malta, which are serious additional 

advantages. There’s only stamp duty to be paid on transfers of Maltese real estate (5%) and 

on transfers of certain shares in Maltese companies (2%).  

 

Who reads between the lines realizes that Malta offers fabulous opportunities to 

entrepreneurs, wealthy individuals and investors. In combination with a tax-efficient but 

legitimate structure, you can enable yourself to pay very little tax in Malta. Malta offers a 

number of residence schemes to foreigners wishing to relocate to Malta in order to combine 

a Mediterranean lifestyle, lots of sunshine and a tax-friendly environment in a location close 

to Europe, Africa and the Middle East... 

 

The High Net Worth Individual (HNWI) residence scheme 

Although relatively unattractive, we’ll first have a look at this scheme for the sake of 

completeness. HNWI permit holders benefit from a 15% flat tax rate on foreign sourced 

income remitted to a Maltese bank account and are subject to a 35% flat tax rate on income 
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arising in Malta. Individuals holding a HNWI residence permit have access to the remittance-

based tax system: they aren’t subject to income tax in Malta on foreign sourced income not 

remitted to a Maltese bank account and on any foreign sourced capital gains whether 

remitted to Malta or not. 

 

Qualifying criteria of the HNWI residence scheme 

Applicants are required to obtain a local residential address by buying or renting a house or 

apartment that will serve as their residential property in Malta. The applicant must either 

acquire immovable property in Malta or Gozo with a minimum value of EUR 400,000 or must 

rent immovable property in Malta or Gozo for a minimum of EUR 20,000 per year. 

 

HNWI residence permit holders aren’t required to remit a minimum annual amount of 

income to a Maltese bank account. Nevertheless, there’s a minimum annual tax payable of 

EUR 20,000 (and non-EU/non-EEA/non-Swiss nationals holding a HNWI residence permit 

even have to pay a minimum annual tax of EUR 25,000). In addition, annually EUR 2,500 of 

tax has to be paid for each dependent (non-EU/non-EEA/non-Swiss nationals pay EUR 5,000 

annually for each dependent). The spouse is considered a dependent and EEA stands for the 

EU member countries plus Iceland, Liechtenstein and Norway. 

 

HNWI residence permit holders are required to reside not more than 183 days in any foreign 

jurisdiction in any year. Applicants will face an application cost of EUR 6,000 payable to the 

Maltese tax authorities and they’re obliged to be covered by a local or international health 

insurance policy to prevent that they’ll make use of the Maltese health and social security 

system. 

 

Critical note 

The HNWI residence scheme is unattractive because of the high minimum annual tax 

payable (EUR 20,000 or EUR 25,000 in the case of non-EU/non-EEA/non-Swiss nationals). 

However, since the first of July 2013, Malta introduced the new Global Residence 
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Programme designed as the solution for non-EU/non-EEA/non-Swiss nationals. For 

EU/EEA/Swiss nationals, it’s easier and cheaper to apply for a residence permit under the 

ordinary residence scheme… 

 

The ordinary residence scheme 

Individuals holding a residence permit under the ordinary residence scheme pay personal 

income tax, at progressive rates of up to 35%, on any local income and on any foreign 

sourced income which is remitted to a Maltese bank account. These progressive tax rates 

contrast with the HNWI residence scheme where flat income tax rates of 15% and 35% 

apply. But more important and comparable to the HNWI residence scheme is the access to 

the remittance-based tax system: individuals qualifying for the ordinary residence scheme 

aren’t subject to income tax in Malta on foreign sourced income not remitted to a Maltese 

bank account. They’re also not subject to income tax on any foreign sourced capital gains 

whether remitted to Malta or not. Play your cards right and Malta is simply your dream 

destination! 

 

Qualifying criteria of the ordinary residence scheme 

Applicants must prove that (1) they have suitable financial means to be financially 

independent and (2) they’re able to support their family members who wish to reside in 

Malta too. In other words, they must ensure the Maltese government that they won’t need 

any financial support. The current thresholds are set at a minimum capital of EUR 14,000 for 

single persons and at EUR 23,300 for married couples. Applicants are obliged to be covered 

by a local or international health insurance policy to prevent that they’ll make use of the 

Maltese health and social security system.  

 

Under the ordinary residence scheme, permit holders aren’t required to remit a minimum 

amount of income to Malta. There’s no minimum annual tax payable, also not in respect to 

dependents (as opposed to the HNWI residence scheme). Applicants won’t face any 

application costs and need to obtain a local residential address by buying or renting a house 

or apartment that will serve as their residential property in Malta. As opposed to the HNWI 
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residence scheme, there are absolutely no minimum value requirements with regard to the 

value of the property to be acquired or rented. Ordinary residence permit holders are 

required to reside in Malta for at least 183 days a year coupled with an intention to reside in 

Malta. 

 

Critical note 

The qualifying criteria of the ordinary residence scheme are less strict than these of the 

HNWI residence scheme, while the ordinary residence scheme grants exactly the same 

access to the wonderful remittance-based taxation system. In other words, the ordinary 

residence scheme is more attractive than the HNWI residence scheme, especially for 

EU/EEA/Swiss nationals. When qualifying as an ordinary resident, you’re able to take up 

gainful employment and business activities in Malta. Being a clever individual, you can hold 

a residence permit under this scheme and pay zero income tax in Malta in a completely legal 

way. Flexibility all over the place. However, it’s recommended to pay some tax in Malta, it 

doesn’t have to be a lot…  

 

The Global Residence Program 

As said before, the HNWI residence scheme is relatively unattractive. EU/EEA/Swiss 

nationals are able to apply for the ordinary residence scheme instead. Non-EU/non-EEA/non-

Swiss nationals can also qualify for this ordinary residence scheme but the qualifying criteria 

vary from those outlined above. Since the first of July 2013, Malta introduced the new 

Global Residence Programme designed as the solution for non-EU/non-EEA/non-Swiss 

nationals. It replaces the HNWI residence scheme for non-EU/non-EEA/non-Swiss nationals 

and it’s expected that it will also replace the HNWI residence scheme for EU/EEA/Swiss 

nationals in the near future. 

 

In order to qualify for the Global Residence Programme, an individual must purchase 

property with a minimum value of EUR 275,000 or pay a minimum annual rent of EUR 

9,600. However, if the property is located in Gozo or the south of Malta, the minimum value 

is set at EUR 220,000 and the minimum annual rent at EUR 8,750. The Global Residence 
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Program is characterized by lower minimum thresholds compared with the HNWI residence 

scheme (minimum value of EUR 400,000 or a minimum annual rent of EUR 20,000). 

 

The Global Residence Programme offers a special tax status similar to the one of the HNWI 

residence scheme. A flat tax rate of 15% is charged on foreign income remitted to Malta 

while income which arises in Malta is taxed at a flat tax rate of 35%. In addition, a minimum 

annual tax of EUR 15,000 is payable (versus the EUR 25,000 for the main applicant and EUR 

5,000 for each dependent under the HNWI residence scheme). Applicants face an 

application cost of EUR 6,000 payable to the Maltese tax authorities and they’re obliged to 

be covered by a local or international health insurance policy to prevent that they’ll make 

use of the Maltese health and social security system. 

 

The Retirement Program 

The retirement program, only available to EU/EEA/Swiss nationals, was designed to 

persuade pensioners to choose Malta as their retirement destination. Retirement permit 

holders benefit from a 15% flat tax rate on foreign sourced income remitted to a Maltese 

bank account (such as pension income) and are subject to a 35% flat tax rate on income 

arising in Malta. These flat tax rates contrast with the ordinary residence scheme were 

progressive income tax rates of up to 35% apply. 

 

Pensioners holding a retirement residence permit have access to the remittance-based tax 

system. Individuals qualifying for this scheme aren’t subject to income tax in Malta on 

foreign sourced income not remitted to a Maltese bank account. They’re also not subject to 

income tax on any foreign sourced capital gains whether remitted to Malta or not. 

 

Qualifying criteria of the retirement program 

Applicants are required to obtain a local residential address by buying or renting a house or 

apartment that will serve as their residential property in Malta. The applicant must either 

acquire immovable property in Malta with a minimum value of EUR 275,000 (EUR 250,000 in 
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the case it concerns immovable property on the other island Gozo) or must rent immovable 

property in Malta for a minimum of EUR 9,600 per year (EUR 8,750 in the case it concerns 

immovable property on the island Gozo). 

 

Retirement permit holders are required to reside in Malta for more than 183 days a year. In 

other words, they aren’t allowed to reside more than 183 days in any foreign jurisdiction in 

any year. Under the retirement program, a minimum annual pension income of EUR 37,500 

should be received in a Maltese bank account. This pension should, in any case, account for 

at least 75% of the taxable income of the retirement permit holder. When we do the math, 

this would mean a minimum annual tax payable of EUR 5,625 (15% flat tax on EUR 37,500). 

However, the Maltese government enforced a minimum requirement with regard to the 

amount of tax payable. As long as a retirement permit holder remits no more than EUR 

50,000 foreign income to Malta annually, there’s a minimum annual tax payable of EUR 

7,500. When more than EUR 50,000 of foreign income is remitted to Malta annually, the tax 

payable is to be computed as a 15% flat tax rate on the taxable income. In any case, the 

retirement permit holder also needs to pay a minimum annual tax payment of EUR 500 for 

each dependent (the spouse is also considered a dependent).  

 

Applicants will face an application cost of EUR 2,500 payable to the Maltese tax authorities 

and they’re obliged to be covered by a local or international health insurance policy to 

prevent that they'll make use of the Maltese health and social security system. 

 

Fun fact 

Retirement permit holders can benefit from Malta’s Double Taxation Avoidance Agreements. 

This means that certain pension income remitted to Malta, which already suffered tax 

abroad, could qualify for tax relief in Malta depending on the country where the pension 

income originates from.  
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Malaysia, also your second home? 
 

Nature and leisure activities 

Malaysia is located in the centre of Southeast Asia and is a real attraction for anyone who 

appreciates the wonders of nature. Malaysia's surface area amounts to 330,800 square 

kilometres (127,723 square miles), which is similar to Norway's surface area. Almost three 

quarters of it is covered by trees and forests (which means this is a green zone with a 

surface area equivalent to that of the entire United Kingdom). The endlessly varied 

environment, with an abundance of plant and animal species, shelters some of the world's 

rarest and most remarkable animals: the Sunda clouded leopard (one of the world’s most 

rare and elusive kitty cats), the endangered Malayan tiger (Malaysia’s national animal), the 

Sumatran rhinoceros (the smallest of all rhinos), the sun bear (also known as the honey 

bear because of its appetite for honeycombs and honey), the orangutan (meaning ‘man of 

the forest’) with its reddish-brown hair, and the monitor lizard (which has a slender and 

sensitive, forked tongue) are a few examples.  

 

Malaysia declared many areas as parks and wildlife reserves in order to safeguard its 

precious natural heritage: nearly 1.5 million hectares of surface area is protected by 

legislation. Malaysia’s nature is also perfect for mountain climbing, bird watching, fishing, 

camping amidst giant tropical trees, swimming in placid river waters, boating through 

swirling rapids, and so on. 

 

Besides its rainforests across both lowland and mountain regions, the Malaysian nature is 

also blessed with limestone formations, mangrove swamps, spectacular caves to discover, 

coral reefs and many beautiful islands. The Pulau Perhentian Islands, Pulau Langkawi and 

Pulau Tioman are peaceful, beautiful islands and the perfect destination for people who love 

tropical paradises. Pulau Sipadan, a small oceanic island off the eastern shore of Borneo, 

rises in a sheer column and this for more than six hundred metres from the seabed. 

Completely encircled by sheer drop-offs and walls, Sipadan is one of the world's foremost 

dive sites.  
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Malaysia has some of the finest spas in the world, be it on a pristine island or right in the 

middle of the city centre. They provide the ideal setting for complete rejuvenation and 

relaxation and a wide range of health rituals is available. Ideal to relax your body and your 

soul. 

 

Cultural background and infrastructure 

The Malay language (Bahasa Melayu) is the national language of the country and English is 

the second language. In Malaysia, you can discover a delightful fusion of three of Asia’s 

oldest civilizations: Malay, Chinese and Indian. Malaysians can be considered as a blend of 

diverse cultures: indigenous traditions of the Kadazans, Ibans and other ethnic communities 

influenced by the Portuguese, the Dutch and the British. Malaysia’s tropical fruits are unique, 

exotic and available in abundance practically throughout the year. Malaysia is also known as 

Asia’s Food Paradise: great food and the international cuisine is available at a very 

reasonable cost. 

 

Malaysia has one of the highest standards of living in the region, at a relatively low cost, 

with all the modern infrastructure and facilities in place. Malaysia is undoubtedly a beautiful 

country, yet it’s an incredible modern country as well, just think about the Kuala Lumpur 

metropolis. Malaysia’s crime rate is relatively low and the entire country is well connected 

with modern road, rail, air and sea transportation systems.  

 

Qualitative education can be found in Malaysia, from kindergarten to university. The fees are 

reasonable and there are international schools with a very good reputation in all major 

towns, with English and other foreign languages as the educational languages. There are 

also private colleges and universities which offer twinning programmes with other 

internationally recognised universities and colleges. In fact, Malaysia is becoming an 

educational centre of excellence for the region. 

 

Malaysia My Second Home (MM2H) Programme 
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The Malaysian government actively encourages foreigners to relocate to Malaysia. The 

government even launched a special program (Malaysia My Second Home Programme) and 

is continuously seeking to improve it in order to ensure its success. Anno 2013, more than 

13,000 foreign families are residing in Malaysia under the MM2H programme.  

 

Details MM2H programme 

The MM2H programme is available to foreigners of all ages. It gives foreign participants a 

10-year renewable multiple entry visa. You can relocate to Malaysia together with your 

spouse and children (below 21 years old and unmarried). The spouse and children will get 

the same class of visa and the same duration as the main applicant. Children of 21 years old 

or older need to submit a separate application as an adult.  

 

In practice, when you qualify for the MM2H status, you’re not automatically granted a 10-

year visa. The Social Visit Pass (your residence permit under the MM2H programme) will be 

given according to the validity of the applicant’s passport (maximum 10 years). In other 

words, your MM2H residence permit will expire two to six months prior to the expiration 

date of your passport. For example, if your passport is valid for 4 more years when you’re 

granted the MM2H status, then you will receive a Social Visit Pass valid for about 3.5 years 

and you will have to reapply with your new passport for continued MM2H status. This is just 

the procedure and no additional financial requirements need to be fulfilled. Once you qualify 

as a MM2H participant, you’re allowed to stay in Malaysia for up to 10 years and this makes 

you eligible for indefinite renewal. The Malaysian government really wants to make 

participants’ stay more comfortable and enjoyable in Malaysia: for example, each participant 

is allowed to bring a foreign maid to Malaysia.  

 

Advantages and benefits of the MM2H programme 

Malaysia has a territorial income tax system, meaning that income tax in Malaysia is only 

imposed on income accruing in or derived from Malaysia. In other words, being a MM2H 

resident of Malaysia means all your foreign sourced income, including pension, interest, and 

dividend income, as well as foreign earned income, is exempt from Malaysian taxes. Only 
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income from employment or business within Malaysia is taxable and all overseas income is 

exempt from income tax! 

 

To top it all, MM2H participants don’t face a minimum compulsory number of days to reside 

in Malaysia. For example, you can reside fulltime in Malaysia (365 days a year) or just one 

day a year. There’s also no limit to your number of entries or exits to or from Malaysia per 

year. This offers splendid opportunities for entrepreneurs, investors, permanent travellers, 

pensioners, and so on. 

 

Participants of the MM2H Program are allowed to invest in all common classes of assets in 

Malaysia such as property, shares of companies, bonds and fixed deposits. Residents under 

the MM2H Program can also actively participate in business such as being an owner of a 

company and being involved in the active operations. Participants aged 50 years and over 

can work for up to 20 hours a week for an employer, after receiving permission from the 

Immigration Department. It’s easy to enrol in the Second Home Programme: you only need 

to fulfil a few financial requirements both upon application and upon approval. Applicants 

are expected to be financially capable of supporting themselves as participants of this MM2H 

programme.  

 

Upon application: applicants below 50 years old 

Applicants below 50 years old are required to show proof of savings worth a minimum of RM 

500,000 (roughly USD 162,000) and a monthly income originating from sources outside 

Malaysia of RM 10,000 (roughly USD 3,240). Applicants can submit certified copy(s) of the 

balance of their bank account as financial proof: they must provide bank statements of the 

last 3 months with each month’s credit balance being at least RM 500,000. 

 

 

Upon application: applicants aged 50 years and over 
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Applicants aged 50 years and over are required to show proof of savings worth a minimum 

of RM 350,000 (roughly USD 113,000) and a monthly income originating from sources 

outside Malaysia of RM 10,000 (roughly USD 3,240). Applicants can submit certified copy(s) 

of the balance of their bank account as financial proof: they must provide bank statements 

of the last 3 months with each month’s credit balance being at least RM 350,000. For the 

pensioners who are retired: they’re required to show proof of receiving a pension income 

from government approved funds of at least RM 10,000 per month (roughly USD 3,240). 

 

Upon approval: approved applicants below 50 years old 

Approved applicants below 50 years old are required to open a fixed deposit account and to 

deposit RM 300,000 (roughly USD 48,570). After a period of one year, the participant is 

allowed to withdraw up to RM 150,000 for approved expenses relating to purchasing a 

house, medical purposes, education for the children, etc. The participant must maintain a 

minimum balance of RM 150,000 from the second year onwards and this minimum amount 

may not be withdrawn until the participant decides to terminate his/her participation in the 

MM2H programme. Approved participants who purchased and own property with a purchase 

price of at least RM 1 million (roughly USD 324,000) in Malaysia may comply with the basic 

fixed deposit requirement of only RM 150,000 (versus the normal RM 300,000 minimum 

requirement) on the condition that the property has been fully paid and ownership 

documents such as grant and land title have already been issued. This amount may not be 

withdrawn until the participant decides to terminate his/her participation in the MM2H 

programme. 

 

Upon approval: approved applicants aged 50 years and over 

Participants aged 50 years and over have two options: they can either choose to open a 

fixed deposit account and deposit RM 150,000 OR they can choose to prove that they 

receive pension income from government approved pension funds of at least RM 10,000 per 

month. In the case the participant decides to choose the fixed deposit option, the participant 

can, after a period of one year, withdraw up to RM 50,000 for approved expenses relating to 

purchasing a house, medical purposes , education for the children, etc. The participant must 

maintain a minimum balance of RM 100,000 from the second year onwards and this amount 
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may not be withdrawn until the participant decides to terminate his/her participation in the 

MM2H programme. Approved participants who purchased and own property with a purchase 

price of at least RM 1 million in Malaysia may comply with the basic fixed deposit 

requirement of RM 100,000 on the condition that the property has been fully paid and 

ownership documents such as grant and land title have already been issued. This amount 

may not be withdrawn until the participant decides to terminate his/her participation in the 

MM2H programme. 

 

Additional requirements 

All applicants and their dependents are required to submit a medical report from a private 

hospital or a registered clinic in Malaysia. Additionally, approved participants and their 

dependents must have a valid medical insurance coverage in Malaysia from an insurance 

company. Exemptions can be made for participants who face difficulties in obtaining a 

medical insurance due to their age or medical condition. Applicants also need to fulfil a 

security bond condition (ranging from RM 200 to RM 2,000). 

Panama 
 

Panama still has a too negative connotation in (museum) Europe: one thinks about the 

unsafe Panama of the eighties which was in the clutches of the evil, drug-running military 

dictator Manuel Noriega. In reality, however, things have changed. Press the reset button 

because nowadays, Panama is a superb place to reside. Panama is doing very well with 

economic victories such as the expansion of the Panama Canal and investments in mining 

and construction.  

 

Panama means clean air, beautiful beaches and unspoiled nature. The incredible flora and 

fauna exceed the power of imagination. Cosmopolitan Panama City offers pleasant 

boulevards, skyscrapers and an exciting nightlife. Above all, Panama is a tropical country 

with a climate like a perpetual summer. Panama has two seasons: the dry season tends to 

run between late December and early May while the rainy season runs between late May 

and early December. Temperatures in both summer and winter vary between 21 and 30 
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degrees Celsius (between 70 and 86 degrees Fahrenheit). During the rainy season, a 

refreshing shower generally lasts one hour maximum. 

 

With an annual growth of 8,4 % in 2013 and an estimated annual growth of 6,2% in 2014, 

Panama is doing well! Panama is a great country to live in, to invest in, and to do business 

in. Panama City, one of the leading financial centres in the world, attracts money from 

individuals from all over the world who are looking for a ‘safe haven’. Panama took over the 

status of financial centre of Central America from Miami. Foreign investment in Panama is 

the highest in Central America and is still increasing. A notable recent multi-million 

investment was the construction of the tallest building (284 metres or 932 feet) in Latin 

America: The Trump Ocean Club, a luxury hotel and offices complex built by Donald Trump. 

 

The international magazine ‘Life’ refers to Panama as the number one retirement destination 

for pensioners. The reasons are abundantly clear. Panama offers a fantastic climate to live 

in: it’s a safe country with a stable democratic government, lots of sunshine and it has a 

very favourable tax climate.  

 

Tax system 

Panama has a territorial tax system, meaning that it exempts all income earned outside 

Panama. This zero taxation policy of foreign income applies to resident individuals residing 

in Panama as well as Panamanian companies. As an individual, you can become a resident 

of Panama in several ways. Let’s have a look at three of the most important residence 

schemes available in Panama. 
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Pensionado program 

This is a special program designed for pensioners who wish to retire in Panama. Panama’s 

pensionado program is considered the gold standard of overseas retirement programs!  

 

In order to qualify for this program, you need to be a pensioner who’s receiving a monthly 

pension income paid by a foreign government, private company or international 

organisation. The applicant needs to receive at least USD 1,000 a month and an additional 

USD 250 for each dependent. Applicants also need to provide a health certificate and a 

document proving a crime-free record in their last place of residence. There are no 

requirements to buy real estate in Panama in order to qualify for the pensionado program 

and foreigners who obtain a residence permit under the pensionado program are protected 

from changes in the law, allowing them to maintain their residence status until they pass 

away.  

 

Foreigners with the pensionado residence status aren’t entitled to apply for Panamanian 

citizenship (read a Panamanian passport). 

 

It’s also interesting to know that you can apply for the pensionado residence permit even if 

you’re not really ‘old’. The government of Panama reviews applications on a case-by-case 

basis. This means that if you’ve begun receiving your pension income at a young age that 

you’re welcome to apply, no matter what your age is… For example, think about the case of 

a disabled individual.  

 

Person of Means (POM) Visa 

If you’re not a pensioner, and you’re not planning to be employed or start a business in 

Panama, the Person of Means (POM) visa may be the best option for you if you wish to live 

in Panama. In order to qualify, you must have USD 300,000 available. 
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Basically, you have three options available to obtain your POM visa: 

 You must purchase real estate property in Panama in your own personal name, for a 

minimum value of USD 300,000 and you must submit proof of economic solvency to 

cover your daily living expenses in Panama; 

 You must establish a fixed-term deposit in a Panamanian local bank, for a period of 

at least two years and for a minimum amount of USD 300,000; 

 You can also combine the two previous options, provided the total adds up to at 

least USD 300,000. For example, if you buy real estate in your own name which 

costs USD 260,000, you may place the remaining USD 40,000 in a fixed two-year 

deposit to qualify for this permit. Simultaneously, you must submit proof of economic 

solvency to cover your daily living expenses in Panama. 

 

A provisional POM visa is granted for one year and permanent residence is granted from the 

second year onwards (together with the right to obtain an official Panamanian identification 

card). Five years after obtaining the permanent visa, holders will also have the option to 

apply for Panamanian citizenship (read Panamanian nationality). 

 

Immediate Permanent Residence Permit 

On the 16th of May 2012, the government of the Republic of Panama issued a decree with 

regard to a new immediate permanent residence permit. The Republic of Panama offers 

permanent residence to nationals of 48 countries based on the friendly, professional, 

economic, and investment relationships between the Republic of Panama and these 

countries. In other words, nationals of these 48 countries can qualify for the immediate 

permanent residence program. 

 

Origin of the immediate permanent residence permit 

Panama is experiencing unprecedented growth but has a limited domestic workforce. 

Currently, the population of 3.5 million people doesn't consist of enough qualified, educated 
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and English-speaking workers. Panama has been attracting foreign businesspeople in 

growing numbers for the past decade and businessmen are facing a major problem with 

regard to the job market. Because of the limited supply of workers and the increasing 

demand for skilled workers, salaries are rising and often, employers can't find and attract 

the employees they need. In other words, the Panamanian job market is dominated by the 

supply and demand game where the demand is extremely high but the supply of skilled 

labour is low. The long-term solution for this unbalanced situation is education, but this 

takes time. And the growing economy doesn’t have that much time... Hence, Panama’s 

government views the importation of workforce as the only possible short-term solution. In 

other words, the lack of educated, skilled workers is the motivation behind this new 

immediate permanent residence permit.  

 

Eligibility 

Applicants are eligible in two cases. On the one hand, there could be professional reasons 

such as in the case where the applicant signed an employment contract with a Panamanian 

employer. On the other hand, there could be economic and investment relationships 

between the applicant and the Republic of Panama. In the latter case, the applicant must 

prove to have a commercial relationship with Panama (investing in Panamanian real estate 

or ownership of a Panamanian company with business license). In both cases, once the 

applicant obtained the residence permit, he/she can request an indefinite work permit. 

 

Easy application process 

The immediate permanent residence program avoids the red tape of the other residence 

programs currently in place: it can be considered as the fast-track option to residence in 

Panama. Anno 2013, nationals of the following countries can qualify for the immediate 

permanent residence program: 

 

Andorra, Argentina, Australia, Austria, Brazil, Belgium, Canada, Chile, Costa Rica, Croatia, 

Cyprus, Czech Republic, Denmark, Estonia, France, Finland, Germany, Greece, Hong Kong, 

Hungary, Ireland, Israel, Japan, Latvia, Liechtenstein, Lithuania, Luxembourg, Norway, 

http://money.usnews.com/money/blogs/On-Retirement/2012/05/15/how-to-retire-in-the-french-countryside-on-a-budget
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Malta, Monaco, Montenegro, Netherlands, New Zealand, Poland, Portugal, San Marino, 

Serbia, Singapore, Slovakia, South Africa, South Korea, Spain, Switzerland, Sweden, Taiwan, 

United Kingdom, United States and Uruguay. 

 

Requirements 

There’s only one application form and applicants are required to deposit at least USD 5,000 

in a local bank account, plus an additional amount of USD 2,000 for each dependent. As you 

can see, applying for residence in Panama definitely doesn't cost the earth. Applicants will 

also have to prove that they have a genuine investment interest in Panama. This could be 

investment in Panamanian real estate, ownership of a Panamanian company with business 

license or an employment letter and contract from a Panamanian employer. Other basic 

requirements are having a crime-free record in your last place of residence and having a 

valid passport. 

 

Benefits and advantages 

It’s possible to qualify for a work permit under this program. This can be an advantage, 

even for pensioners. Some pensioners just love to be busy while others can't afford not to 

work. Panama’s pensionado program specifically restricts residents under this program from 

undertaking a job. As a pensioner, you can now qualify as a resident of Panama under the 

immediate permanent residence program in order to be able to undertake a job if you would 

like to. 

 

Once an application is approved, the applicant and any dependents are entitled to 

permanent residence and a national identification card. The approved applicant can also 

apply for a work permit if desired. After five years, permanent residents also have the right 

to pursue naturalization (read the right to apply for Panamanian citizenship). This differs 

from residents under the pensionado program who don’t have this ‘application for 

citizenship’ option. 
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If you’re a national of one of the aforementioned 47 countries, you can apply for immediate 

permanent residence in Panama. Not only you, but also your spouse, children under 18, 

family members with disabilities, dependent parents and also children aged between 18 and 

25 if they're still students. And we're not talking about temporary residence here, which 

requires a series of renewals, but fast-track permanent residence! 

 

As a resident under the immediate permanent residence program, you can also benefit from 

Panama’s territorial tax system: all your overseas income is tax-exempt in Panama. This 

offers splendid opportunities to create your own creative but legal story… For the 

entrepreneurs with a lack of imagination: you can always start a Panamanian company 

which will fulfil a (tiny) task out of one of your business processes... A Panamanian company 

which fulfils the online advertising requirements could be an option for example! 

 

And the best part: once you're a resident of Panama under the immediate permanent 

residence program, you're as free as a bird. Indeed, Panama doesn't impose specific 

requirements about how much time you should spend in Panama. To put it differently, you 

don't have to reside a minimum number of days per year in Panama. It's completely up to 

you. You're designing your own life here: complete freedom, really enjoyable, just lovely! 

 

Another positive note 

Panama has one of the best programs for foreign pensioners: the pensionado program. 

However, until mid-2012, other people than pensioners faced substantial capital 

requirements to become a resident of Panama (for example, USD 300,000 in the case of the 

POM visa). Luckily, the new immediate permanent residence permit grants immediate 

permanent residence and this at a very low cost! 

Isle of Man 
 

There's also that damp sponge in the middle of the Irish Sea, the Isle of Man, with its 

ancient history. You can feel the pure Celtic culture all around you. A beautiful piece of 
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nature and a bunch of clever men made a prosperous place out of this forgotten island. The 

Isle of Man has moderate personal income tax rates and there's a tax cap in force, meaning 

there's a maximum amount of tax payable for residents of the Isle of Man. The maximum 

amount of personal income tax payable by an individual is GBP 120,000 or GBP 240,000 for 

couples if they choose to have their incomes jointly assessed. So even if you're a billionaire, 

you'll never have to pay more than GBP 120,000 personal income tax a year. 

 

The Isle of Man has no capital gains tax, no wealth tax, no stamp duty and no inheritance 

tax. Personal income is assessed and taxed on a total worldwide income basis rather than 

on a remittance basis. In other words, all personal income earned worldwide is subject to 

personal income tax rather than only income earned in or brought into the Island. 

 

The Isle of Man is easily accessible from London with several flights every day. More 

important is that you can choose to be subject to personal income tax in the Isle of Man on 

a spontaneous basis (on the income which you declare of course)... Once you're taxed and 

live in the Isle of Man (real estate is affordable, as well as renting something), you have a 

strong argument that you're not living anymore in your old country of residence.  

 

If you relocate to the Isle of Man with the intention of residing there indefinitely or for a 

period of at least one year, you will be taxed there (hurray!). However, they're not very 

strict about your effective presence: handy if you prefer to spend your time in Mykonos 

rather than in the rain on the Isle of Man. Normally, one expects that you reside there for 

six months or more in any year, otherwise you need to visit the Isle of Man more than 90 

days per year (do this for four consecutive years and you will be regarded as a resident of 

the Isle of Man in the fifth year). However, in practice, it's much easier - you simply register 

as a tax resident of the Isle of Man. 

 

 

https://en.wikipedia.org/wiki/Capital_gains_tax
https://en.wikipedia.org/wiki/Stamp_duty
https://en.wikipedia.org/wiki/Inheritance_tax
https://en.wikipedia.org/wiki/Inheritance_tax
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Hong Kong and Singapore 
 

Hong Kong has a pure territorial tax system while Singapore has a semi-territorial tax 

system (comparable to that of Malta). Overseas income originating from sources outside 

their territory is tax-exempt. In the case of Singapore however, this overseas income 

becomes taxable upon remittance (read when the income is deposited into a bank account 

in Singapore). Don't worry too much about the details: both city-states offer splendid 

opportunities for investors, entrepreneurs, permanent travellers, and so on. 

 

These two great city-states created incentives (especially Singapore) to attract wealthy and 

correct Westerners. It comes down to making some fundamental investments in order to 

receive a residence permit. In Hong Kong, this residence permit can be converted into a 

permanent permit after seven years. There are also other clever and useful methods to 

obtain a residence permit in Hong Kong, but we've already told you a lot in this book. We're 

not going to tell you everything here: you know where to find us. 

Wet dreams 
 

As the end of this chapter is near, allow us the freedom to dream and to freewheel for a 

while. What beats everything to side line the tax inspector is to live anywhere but nowhere. 

Become a PT! This stands for Previous Taxpayer, Perpetual Traveller or Permanent Tourist. 

The PT considers the entire world as his residence and all countries as different shops with 

their various attractive goods on offer. If he doesn't want to pay taxes, then he goes to a 

country which doesn't levy tax (read our book). If he wants to smoke a joint, then he goes 

to Amsterdam. If he wants to try out his new Bugatti, then he races on the autobahns in 

Germany. There are no wants and needs which cannot be satisfied somewhere in the world. 

The PT doesn't violate any law, respects the customs of the country where he is, and 

behaves as inconspicuous as possible. Why not live on a ship? 
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Freedom Ship 
 

 

There are or were plans (because the project is, what did you think, in the doldrums) to 

build a kind of floating city, where you could live tax-free outside countries’ territorial 

waters. There would even be housing for as many as 50,000 inhabitants. The Freedom Ship 

would be a floating city with a length of 1,371 metres (4,500 feet), a width of 229 metres 

(750 feet), and a height of 107 metres (350 feet). The city would circumnavigate the globe 

continuously and would stop regularly at ports. It’s the lifelong dream of a certain Nixon and 

Discovery Channel even made a documentary about it. If you check the following website, 

they still seem to believe in it: www.freedomship.com 

International entrepreneurs in international waters 
 

As said before, the ultimate advice is to pack your bags and relocate to a better place. For 

tech entrepreneurs, this better place doesn’t have to be a country… The Blueseed Project 

will station a ship 12 nautical miles from the coast of San Francisco, in international waters 

outside the jurisdiction of the United States. Compared to the Freedom Ship, this Blueseed 

Project really seems to become reality soon! It’s a very innovative solution to the 

bureaucratic rules that many new startups face in Silicon Valley. Securing antiquated work 

visas for foreign born engineers and entrepreneurs is very hard and tedious work. The 

Blueseed Project simply circumvents all the red tape: the ship will function as a startup 

incubator in international waters, meaning it’s not subject to the immigration laws of the US. 

 

In other words, the ship will allow startup entrepreneurs from anywhere in the world to start 

or grow their company near Silicon Valley in international waters, without the need for a US 

work visa. It will enable ambitious tech entrepreneurs and other individuals and 

organizations that support and invest in them to live and work there. Participants of the 

Blueseed Project can travel to the mainland using business/tourist visas (B1/B2), for up to 

180 days per year (these business/tourist visas are significantly easier to obtain than work 

visas). The price per person per month, including living and office space, will range from 

http://www.freedomship.com/
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USD 1,200 for a shared cabin to USD 3,000 for a top-tier single accommodation cabin. The 

ship will be converted into a co-working and co-living space, and will have high-speed 

Internet access and daily transportation to the mainland via ferry boat.  

 

If you’re a tech entrepreneur who believes in cross-pollination of ideas with many other 

professionals, then this project is definitely something for you. Remember that, as a 

participant of the Blueseed Project, you can arrange your affairs in such a way that you’re 

not subject to personal income tax anywhere (for example by obtaining a residence permit 

of a tax-friendly country). Combine this with a smart, tax-efficient set-up of your business 

structure and you’re living the tax-free life as a talented entrepreneur, and this in a 

completely legal way!  

 

So far, more than thousand entrepreneurs from more than 60 countries expressed interest 

in living on the ship so there’s no time to lose! If you want to join this fabulous community 

of international entrepreneurs in international waters, just follow your intuition and visit the 

following website: www.blueseed.co 

Time for some joking... 
 

There are also individuals who dream of establishing their own country, obviously their own 

tax-free spot under the sun. Unnecessary to mention that most of these individuals just 

have a screw loose somewhere. The most credible individual was the British major Roy 

Bates who proclaimed a former World War II sea fort as his own Sealand. The thing is now 

completely burnt out and is for sale... but it’s a nice story: www.sealandgov.org 

 

There are a lot of individuals who dream of establishing their own micro nation. It’s all very 

playful with a carnival atmosphere, but some of them really seem to mean it. You can have 

a look at the websites of the following ‘micro nations’: 

 

http://www.blueseed.co/
http://www.sealandgov.org/
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www.govantarcticland.org 

www.asi.org 

www.atlantium.org 

www.duchyofbohemia.org 

www.principality-hutt-river.com 

www.richardbooth.demon.co.uk/haypeerage/ 

www.new-utopia.com 

www.torhavn.net 

www.principatodiseborga.com 

www.bahoudii.com 

www.vikeslandic.com 

Some mobile devices and a number of credit cards 
 

We want to end this chapter by commenting realistically on the tax systems of many high-

tax countries. We want you to become conscious of the fact that being taxed on your 

worldwide income (which is the case in the majority of European countries) is dishonest and 

an intolerable situation in the long term. Therefore, a territorial tax system is a lot more fair 

and contemporary. If you’re a resident (in the case of an individual but also in the case of a 

company) of a country which applies a territorial tax system, you only have to pay tax if 

you’ve effectively worked in that country. As a consequence, if you didn’t work in that 

country or if you didn’t earn any income in that country, then you’re not taxed. This is the 

tax system as we know it in many thriving jurisdictions (Hong Kong, Singapore, Malaysia, 

Panama, Uruguay, Belize and Costa Rica to name but a few). So if you’re going to take a 

sabbatical or if you’re going to live off your investments for a while, it doesn’t matter: 

generally, you won’t be taxed in these nice, fun places. 

 

http://www.govantarcticland.org/
http://www.asi.org/
http://www.atlantium.org/
http://www.duchyofbohemia.org/
http://www.principality-hutt-river.com/
http://www.richardbooth.demon.co.uk/haypeerage/
http://www.new-utopia.com/
http://www.torhavn.net/
http://www.principatodiseborga.com/
http://www.bahoudii.com/
http://www.vikeslandic.com/
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As we’ve pointed out several times in this book, the tax systems of most countries focus on 

stay-at-home people who have a normal job not too far away from home. However, what 

about the permanent traveller? Is it normal that a creative European for example, who lives 

in Europe but produces products in Thailand and exports them to Korea, has to pay taxes on 

these revenues in the European country where he’s resident? Of course this isn’t normal. 

Open your mind, broaden your horizon, refuse being brainwashed. 

 

If you’re a permanent traveller, we believe you can become a real ‘tax escape artist’, within 

the boundaries of what’s legally permissible. Armed with a laptop, iPad, iPod, iPhone and 

any other mobile devices (Blackberry lovers anywhere?), a healthy chunk of energy and joy 

of living, a suitcase, a number of credit cards... you can then travel around the world as a 

PT and live anywhere but nowhere. Being your creative self in any place in the world, 

generating an income and living an exciting life. The better hotels and flights in business 

class are your home. And why not have a pied à terre (which is French for gaining a firm 

foothold somewhere, in this context meaning obtaining a residence permit) in the correct 

tax-safe place such as Panama, Belize or Malta for example? Those who choose this life 

reach the ideal fiscal situation we’ve been striving for throughout this whole book. 
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Citizenship 

Generally, nationality doesn’t matter for personal income tax purposes (except for US 

citizens of course). It’s the country where you’re residing which matters for personal income 

tax purposes, and your nationality doesn’t matter. So why would one try to obtain a second 

passport (read obtaining a second nationality or becoming a citizen of another country)? 

 

Obtaining a second passport can prove to be extremely useful for various reasons. For 

example, certain people hold an undesirable passport which restricts them to travel hassle-

free. Typically, each time they want to leave their country, they need to apply for an entry 

visa of the country of destination, which costs both time and money. A second passport can 

then enable the holder to gain visa-free entry into a large number of countries. Next, a 

second passport can prove useful for people who want to access financial services abroad, 

but are restricted in doing so because they’re holding the ‘wrong’ passport. For example, it’s 

common now that US citizens wanting to set-up an offshore company or wanting to open a 

bank account are refused (thanks to the FATCA legislation). In the third place, a second 

passport could possibly save your life when the country which issued your first passport is 

politically instable or at war with other countries. Finally, a second passport can also prove 

useful for tax planning purposes. For example, US citizens are taxed on their worldwide 

income in the USA, even if they live outside the USA. Increasingly more US citizens 

renounce US citizenship once they obtained a second passport, with this second passport 

being the key for them to reduce their tax burden! 

 

Obtaining a second passport can be accomplished in various ways. In some countries, it’s 

possible to acquire citizenship through ancestry. For example, in Ireland, you can acquire 

citizenship if your parents or ancestors were Irish. Another way to acquire citizenship is 

through naturalization: some of the countries analysed in the previous chapter grant the 

possibility to apply for citizenship once you’ve been a resident for a certain period. Think 

about Belize, Panama and Costa Rica. The last method to acquire citizenship is to ‘buy’ a 

second passport through a citizenship-by-investment program. St. Kitts and Nevis offers a 

famous and reliable citizenship-by-investment program. Other countries offering a 

citizenship-by investment program are Hungary, Canada, Dominica and Montenegro. 


