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a) the use of facilities solely for the purpose of storage, display or delivery of goods or
merchandise belonging to the enterprise;

b) the mainenance of a stock of goods or merchandise belonging to the enterprise solely
for the purpose of storage, display or delivery;

c) the maintenance of a stock of goods or merchandise belonging to the enterprise solely
for the purpose of processing by another enterprise;

d) the mainentance of a fixed place of business solely for the purpose of purchasing
goods or merchandise or of collecting information for the enterprise;

e) the maintenance of a fixed place of business solely for the purpose of advertising
for the enterprise, issuing information, doing scientific research or carrying out
similar activities of a preparatory or auxiliary character.

Services

1.Company formation, register entry

We will found your foreign company exclusively with attorneys and tax advisors in the respective
formation country, i.e. for example in England, Cyprus or Dubai, and therefore watertight in terms of
legislation and tax legislation. We do not found any “bogus or letterbox companies”, but companies
with a regular registered office according to the statutes of the country. Within the framework of
nominee services (if required), attorneys and tax advisors of the formation country assume these
services.

2. Nominee services

2.1. Nominee director

If you – or a representative – do not want to transfer your centre of life to the formation country
(country of the company’s registered office), we will provide an attorney in the formation country, who
will act as nominee director (i.e. to the outside) of your company. According to the double taxation
agreement, the permanent establishment according to tax law (place of taxation) is at the place where
the business management is located.

2.2. Nominee shareholder

If desired, our tax office will act as nominee shareholder of your company in the respective formation
country (country of registered office). If you act as company shareholder yourself, but have your centre
of life outside the country of registered office, it must be stipulated in the Articles of Association that all
relevant decisions are made at shareholders’ meetings, which take place exclusively in the country of
the company’s registered office and at which the foreign shareholder must be present. Only then the
“place of business decisions” will be located in the formation country of the company.

2.2.1. Associated companies

Your domestic company (if corporation/limited company) may of course also be shareholder of the
foreign company. If your domestic company is located within the European Union, the European
directive on parent companies and their subsidiaries may be applied under certain circumstances: no
withholding tax at the place of outflow of profits, and tax-free for the shareholder. Such “white income”
is also possible in case of certain DTA circumstances, e.g.: If a German GmbH holds a share of at
least 20% in a Dubai LLC, any inflow of profits into the German GmbH must be exempt from tax.

3. Domicile of the company in the country of formation















2. As under 1., however, the Swedish entrepreneur exports business items, which – according to the
double taxation agreement – result in a permanent establishment according to taxation law in Sweden,
for example industry or retail shops.

In such a case, there are different proposed solutions:

2.1. The English Limited company with permanent establishment in England sends invoices to the
Swedish company, so that profits in Sweden are reduced.

2.2. The English Limited company acts as a Holding, and/or is shareholder of the Swedish company.
Legal consequences: The profits of the Swedish company flow into the Limited company. Due to the
European directive on parent companies and their subsidiaries, no withholding tax is imposed in
Sweden, and the inflow into the English Limited company remains tax-free (distributions of profit
between Limited companies). Within the framework of the Holding, the English Limited company may
send additional invoices to the Swedish company before determination of profits.





This should not be regarded as a call for tax evasion or other criminal activities. But there are many
other good reasons for which one may wish to remain anonymous. In the states recommended by us,
the owner (i.e. the shareholder) of a corporation does not need to be registered. Only the founder (i.e.
we) and the directors and officers are registered with the state. You yourself can remain completely
anonymous by appointing others to be directors and officers.

Inheritance taxes can be avoided by distributing your stock to your heirs during your lifetime (however,
in order to avoid the problems described in "Can your corporation be taken over by the other
shareholders?" you might consider the issuance of ‘preferred stock.’) Since a corporation is not
dissolved in the case of the death of the owner, it can continue to be operated without interruption.
Also, your heirs would have access to the corporate bank safe-deposit box, which in case of your
death would not be locked and could not be accessed by creditors or officials. At present, inheritance
taxes in the US start with estates in excess of $675,000. This will be raised to $1 million by 2004.
However, the Bush administration is planning to eliminate it altogether.

Anyone who at any time has had a business failure, knows well how difficult it is to get on one’s feet
again because of the negative information provided by credit bureaus. With a U.S. corporation, one
can start afresh with a new name and still remain anonymous. The corporation can also bear the
name of a person, such as Sir Lancelot, Inc., and have a bank account and a U.S. tax number in this
name. (If you are interested in having your name changed officially by an American court, our
attorneys can be of assistance.) We can also provide you with a Visa card in your new name and the
name of your corporation.

In the states recommended by us, our attorneys are in a position to formulate the articles of
incorporation in such a way that the business activities are not restricted to any particular purpose, but
that the corporation may engage in any business or activity not forbidden by law. Thus, the corporation
does not need to be re-organized in case it wishes to engage in a different business enterprise.

It is not generally known that since the federal tax reform of 1986 (and in spite of President Clinton),
the U.S. has virtually become a corporate tax haven. Consider this: The federal income tax is only
15% on corporate net-profits of up to $50,000. The tax then increases in small increments, but stops at
36% (and only if you make over $10 million per year in net profits). Nevertheless, it should be noted
that this tax structure applies only to the federal income tax, and that many U.S. states have individual
tax structures that can be most unfavorable for the conduct of corporate business. However, most of
the states recommended by us have no corporate income, sales, value-added or inventory taxes.
When you consider that a corporation in Germany, for example, must pay an income tax of over 50%
plus a hefty franchise tax, then our tax rates should sound pretty attractive. For instance, if a German
corporation has a net profit of DM 100,000, then the German tax officials kindly permit it to keep nearly
DM 30,000. If you were to pay taxes on the same DM 100,000 through your U.S. corporation, the
corporation could keep over DM 80,000 in its own pocket.

How can a European save on taxes with a U.S. corporation?

Since we cannot condone illegal activities, our recommendations should not serve the illegal evasion
of taxes but rather the legal avoidance of taxes. For this, it is necessary that the U.S. corporation be a
legally established company, properly registered with the state of domicile with a U.S. tax number,
U.S. telephone number, U.S. street address (not P.O. Box), U.S. bank account and a U.S. board of
directors. If these conditions exist, there are many interesting possibilities for tax sheltering.

If the U.S. Corporation were to own all or parts of your overseas business, the appropriate profits
could be channeled through a U.S. bank and would be subject only to the lesser U.S. tax. To allow
funds to flow back into your own pockets, you could pay yourself a salary or borrow money from the
U.S. corporation and -since you’re certainly well acquainted with the owner- pay it back at highly



favorable rates and terms.

If you already own, or wish to purchase, property like aircraft, yachts, machinery, real estate, etc., but
do not wish to pay large sales or VAT taxes, or wish to remain anonymous, the corporation can serve
as the purchaser and owner of these objects. If any of these items need to be registered -such as
aircraft or yachts- we could register them under an additional address in a state without sales or use
taxes.

If you buy and sell real estate, there is the possibility of avoiding the capital gains tax (tax on profits in
the sale of real estate) and property transfer tax. For this, one sets up a U.S. holding company, i.e. a
parent company, and a separate subsidiary corporation for each piece of property. The property one
buys is registered in the name of the subsidiary corporation. (This is possible in Europe, even in
Germany where the tax authorities, after collecting the property transfer tax, have to issue a clearance
certificate (cf. BHF, decision of June 12, 1995 = RIW 1996, pp. 88.) allowing the property to be
registered in the name of the corporation.) Later, when a buyer is found for the property, nothing
happens in the registry at the time of the resale, since not the property, but the corporation is sold.
Thus, the transaction is not subject to transfer or capital gains taxes.

Assuming that your country allows the depreciation of certain business property (machinery, cars,
buildings, etc.), that property can be sold to your U.S. corporation at the depreciated price. Your U.S.
corporation may then lease the objects back to you at a substantially higher price. Naturally, the
corporate profits are subject to U.S. federal income tax (albeit modest), but it is also possible to
depreciate these items again, while you deduct your full lease payment from your own taxes overseas.

Another possibility for shifting the tax liability to your U.S. Corporation exists by using the U.S.
corporation as a supplier of your merchandise. Here you would have the corporation buy the
merchandise from your regular suppliers and then sell it to your company or store at such high prices
that you would make little or no profit in your domestic company and thereby avoid a good portion of
the taxes in your own country. Naturally, your U.S. corporation will have to pay taxes on the profits it
makes, but it will be at the much lower U.S. tax rate.

Please take note that none of the above will work, if the U.S. corporation was not set up properly for
your purposes. It is not enough to simply order a corporate shell from one of the many off-shore or
Delaware incorporation mills. These folks have little or no knowledge of U.S. or European law. For
instance, it is not widely known that under EU law, a company is taxed at the locale where the critical
business decisions are reached, regardless of where the company is registered. Since the bylaws of a
regular U.S. corporation do not ordinarily reflect a mandatory geographical limitation as to where the
business decisions have to be made, our competitors’ customers have to pay European taxes sooner
or later. This does not happen to our clients, since the corporate documents prepared by our attorneys
specifically state that the critical decisions for the activities of the corporation have to be reached
within the geographical confines of the U.S. This naturally presupposes that the corporation has its
company address and telephone in the U.S. If not, there might be unpleasant consequences. For
example, for the German owner of a Delaware corporation, the Düsseldorf Appellate Court recently
refused to recognize the corporate protection (analogous to paragraph 11, sec. 3, GmbHG, and sec.1,
clause 2, AktG) and held him personally liable for activities of the corporation, because his corporation
had no telephone number or address in a U.S. telephone book (OLG Düsseldorf, decision of
December 15, 1994, — 6U 59/94). Such difficulties can be avoided through our telephone/fax service.
As you can see, there are endless possibilities of how one may benefit tax wise from the ownership of
a U.S. corporation, as long as it is set up properly. In case one also wants to avoid U.S. taxation, there
is even a possibility for this by using an Antigua holding corporation (more about this interesting
alternative on our brochure). Nevertheless, for any in-depth tax advice for your own particular
situation, it is important that you consult with a tax attorney in your country as well as in the U.S.

If you want protection against threatening creditors, tax officials, or an angry spouse, the corporation
can be the owner of your valuable objects, such as boats, airplanes, real estate, or bank accounts. All







For 2004, the standard federal income tax rate for corporations in the US is 35% for income above
$18.33 million. Lower rates apply for small company profits. Personal service corporations pay 35%
regardless of income level. Personal holding companies pay an additional tax on undistributed
income, of 15%. This tax can also apply to regular corporations in some circumstances.

Following the table of income rates in all states, given below, two individual states (Delaware and
Nevada) with particularly favourable corporate regimes (not necessarily just tax) are reviewed in more
detail.

In May, 2004, a poll conducted by Bloomberg’s Wealth Management magazine, found that the state of
New York ranked 49th in a league table measuring the tax burden in each state, with only Wisconsin
and “tax hell” Rhode Island producing worse results.

By using an identical set of six tax parameters, the survey found that the most wealth-friendly state
was Wyoming, where these parameters produced a tax bill of $7,259. By comparison, the same tax
calculations resulted in a bill of $56,419 in Rhode Island.

US State Income Tax For Corporations - 2004

State

Income
Tax

(Range)
%

Brackets
($)

Comments
Federal Tax
Deductible?

Alabama 6.5 flat rate Yes

Alaska 1.0 - 9.4
10,000 -
90,000

No

Arizona 6.968 flat rate No

Arkansas 1.0 - 6.5 3,000 -
100,000

No

California 8.84 flat rate 1.5% for S
Corporations

No

Colorado 4.63 flat rate No

Connecticut 7.5 flat rate No

Delaware 8.7 flat rate No

Florida 5.5 flat rate No

Georgia 6.0 flat rate No

Hawaii 4.4 - 6.4
25,000 -
100,000

No

Idaho 7.6 flat rate No

Illinois 7.3 flat rate No

Indiana 8.5 flat rate No

Iowa 6.0 - 12.0 25,000 -
250,000

Yes (50%)

Kansas 4.0 flat rate Plus 3.5%
over 50,000

No



Kentucky 4.0 - 8.25 25,000 -
250,000

No

Louisiana 4.0 - 8.0 25,000 -
200,000

Yes

Maine 3.5 - 8.93 25,000 -
250,000

No

Maryland 7.0 flat rate No

Massachusetts 9.5 flat rate No

Michigan 1.9 flat rate wide tax-base No

Minnesota 9.8 flat rate No

Mississippi 3.0 - 5.0 5,000 -
10,000

No

Missouri 6.25 flat rate Yes

Montana 6.75 flat rate No

Nebraska 5.58 -
7.81

50,000 No

New
Hampshire

8.5 flat rate No

New Jersey 9.0 flat rate No

New Mexico 4.8 - 7.6
500,000 -

1m
No

New York 7.5 flat rate No

Nevada zero

North Carolina 6.9 flat rate No

North Dakota 3.0 - 10.5 3,000 -
50,000

Yes

Ohio 5.1 - 8.5 50,000 No

Oklahoma 6.0 flat rate No

Oregon 6.6 flat rate No

Pennsylvania 9.9 flat rate No

Rhode Island 9.0 flat rate No

South Carolina 5.0 flat rate No

South Dakota 6.0 flat rate No

Tennessee 6.5 flat rate No

Texas 4.5 flat rate on 'earned
surplus'

No

Utah 5.0 flat rate No

Vermont 7.0 - 9.75
10,000 -
250,000

No



Virginia 6.0 flat rate No

West Virginia 9.0 flat rate No

Wisconsin 7.9 flat rate No

Washington zero

Washington
DC

9.975 flat rate No

Wyoming zero

Delaware

More than half of the Fortune 500 are incorporated in Delaware. This is partly because Delaware has
very business-minded legislation, and partly because Delaware corporate income tax applies only to
business conducted in Delaware itself. If a corporation does not conduct business in Delaware, the
only tax paid to Delaware is an annual 'franchise' tax which for most companies is between US$50
and US$100. The minimum annual franchise tax for a corporation with up to 3,000 shares of no par or
$.01 par common stock is $30, plus a filing fee of $20.

The Delaware courts frequently handle significant cases on an expedited basis when time is critical to
the litigants. Delaware's recently enacted Summary Proceedings Act offers a unique procedure to
resolve major commercial disputes on an expedited schedule with special rules to minimize the burden
and expense of litigation.

Corporate offices may be located anywhere in the world, as long as the corporation maintains a
registered agent in Delaware, and a Delaware corporation, limited liability company, or business entity
can be formed without a visit to the state. Delaware corporations have no minimum capital
requirement.

In Delaware, a special type of corporation, known as the "professional corporation," exists for licensed
professionals, such as doctors, architects, accountants, and attorneys, who by law or ethical rules may
not practice in the form of a regular corporation. The salient features of the professional corporation
are that only licensed professionals may be stockholders, each stockholder participates as a director
in the management of the business, and each stockholder remains personally liable for his or her own
professional negligence or malpractice and that of any other stockholder, employee or agent working
under the stockholder's supervision and control.

For non-tax purposes, a Delaware general partnership is a separate entity from its partners, may
conduct business, acquire, hold, and dispose of property, and sue and be sued in its name, without
the need to join all partners as parties. Delaware authorizes a special form of general partnership
known as a limited liability partnership. In a limited liability partnership, the partnership is required to
register with the Delaware Secretary of State and maintain a specified amount of liability insurance. In
return, partners are relieved of personal liability for obligations of the partnership. Partners remain
personally liable for their own negligence or misconduct and that of persons under their direct
supervision and control. The limited liability partnership is attractive to professionals who want the
benefits of the partnership form but without the personal liability for the professional misconduct of
other partners and employees.

Historically, the price for limited liability was that limited partners could have no participation in
management of the partnership, which was vested entirely in the general partner. Delaware's current
limited partnership laws provide great flexibility in this area, however, and it is possible to structure a
limited partnership agreement that gives considerable management participation to limited partners
without jeopardizing their limited liability.






