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MECHANISM OF OFFSHORE BUSINESS

Recently offshore business has widely spread
throughout the world. According to some estimation,
the capital circulating in that area reaches trillion dol-
lars. Almost two million subjects (legal and natural
persons) are involved in this sphere and several thou-
sand companies are registered annually.

In legal sense, an offshore company does not ac-
tually differ from any other enterprise. It represents
a full subject of entrepreneurial legal relations and is
authorized to conclude contracts like other legal enti-
ties. However, an “offshore company” is not a legal
term. In the law based on which such firms are regis-
tered, they can be defined as non-residents, exempts
from taxes or international business companies.

Offshore companies have the following peculiari-
ties: the owners of such companies cannot be the re-
sidents of those offshore jurisdictions; no commercial
transaction can be carried out beyond the boundaries
of the registration jurisdiction; the center of control
and management is situated abroad; tax benefits are
enjoyed; annual registration fees are collected; the re-
gistration procedure and management of an enterprise
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are simple; it is possible to use representative actions,
nominal owners and directors; the requests regarding
holding of general meetings and meetings of directo-
rial boards are formal; there are minimal requirements
regarding financial responsibility and conducting of
an audit; currency control does not exist.

Offshore companies are established for different
purposes. Such purposes can be the following: opti-
mization of taxation; creation of an international ima-
ge; concealing the information on the real owner of
the business; taking the capital abroad and protection
of its ownership right. The present article covers the
mechanisms of achieving those goals.

The process of planning offshore schemes is con-
nected with a number of dangers and is at the same
time associated with the increase of a firm’s profita-
bility. Actual involvement in offshore business requi-
res constant search of new mechanisms together with
constant approbation of the already existing ones.
Therefore, such process should be regarded as one of
the most complicated and effective means of optimi-
zation of a company’s international activities.
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