Notion of Offshore

Offshore is both an economic and geographic concept. This word refers to a financial and economic center that attracts foreign money. It does so by offering  corporate entities and foreign individuals  who are registered in that center with advantageous tax patterns, abatements, and tax benefits. Powers of non-resident companies and the taxation patterns set forth for them are set by law of the country where that center is located.

Offshore Area

Offshore area may be an independent country where both the financial and economic center functions. It could also be a separate autonomous region of that country. Foreign companies that are registered here:

· enjoy tax benefits;

· obtain certain rights in keeping accounting records and reports;

· are not subject to foreign exchange control;

· may complete transactions with resident companies in any currency convenient for them;

· may deduct costs right on site;

· increase confidentiality level of their financial transactions.

It is also important that the domestic loan market of the country where the offshore area is located is fully isolated from accounts of resident companies. This is because a classical notion of offshore implies financial activities in this area done only by non-resident companies.

These companies need to make only a single payment for registration in the offshore area, for the registered address, etc. Also, non-residents pay a small fixed fee each year.

Advantages of Establishing an Offshore Company

As experience has shown, dealing with certain aspects of a company offshore offers many opportunities for a business: from efficient tax planning to assets and strengthening their position in the global market.

The country that offers tax benefits for non-resident companies also profits from such cooperation because the offshore companies:

· pay money to local budget,  legal, administering and accounting companies;

· deposit capital in local banks;

· actively use local transportation, telecommunications, hotels and social infrastructure;

· employ local population;

· rent premises for their offices.

Double Taxation Treaty

The double taxation treaty can be very lucrative if the profit is paid by a resident of one country to  a resident of another country. In this case, the party having tax liabilities pays tax on any profit at a decreased rate. In certain cases the party can  even is fully exempted from taxes.

Due to this treaty, corporate entities and individuals only have to pay one set of taxes, rather than taxes to both countries involved. As a consequence, the advantageous conditions for investments and development of international commerce are created.

Offshore Company

An offshore company is a business  similar to joint stock  or limited liability company. But  contrary to similar local businesses, it pays fewer taxes. Again, in certain situations and countries, companies are fully exempted from taxes. This right is granted to an offshore company if it does not derive any income in the country where it is registered, and its owners and chief executive officers are non-residents. In many countries with offshore areas, there are no restrictions on a company's capital. Therefore,  there is no need to indicate any information on the capital under the company's registration.

An individual or a corporate entity that establishes an offshore company may do financial, investment, foreign trade, and banking activities; and at the same time significantly reduce tax payments of its local  company. If an offshore company and a local company cooperate thoughtfully, it is possible to be fully exempt from corporate profit tax and significantly reduce costs on corporate income and social taxes in general.

Profits from Establishment of an Offshore Company

With the establishment of an offshore company, business owners get many obvious advantages. First, they may complete financial transactions in the offshore area and are entitled to have tax benefits or be fully exempted from taxes. The profit  they obtain from the countries with a high tax rate is withdrawn to so-called tax-free territories. In this case, an offshore company is used as an intermediary in commercial transactions and assets are acquired in its name.

Secondly, registration of offshore companies is made on the limited liability principle. It means that business owners may be confident that their assets are safe and secure.

Thirdly, there is no foreign exchange control and regulation in the offshore areas.

Furthermore, an offshore company may be registered with anonymity and confidentiality of business owners, shareholders, banking transactions, etc. This information may be disclosed only by a court decision.

Finally, offshore companies are allowed accumulating funds in foreign banks. And in most cases, presence of the account holder at its opening is not required and he or she may manage the account remotely with the help of modern telecommunication means.

