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In this article are presents some aspects regarding international money 
laundering using corporate associations (trusts) and fiscal paradise. 
Although services are the most favorable environment, as there are no 
clear rules based on which a checking can be done to see if they were 
really carried out; there is evidence that also commercial activities with 
physical goods can be used as a screen for illegal money transfers 
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 In case the delinquent decides to launder money using the 
international circuits, the first step is to move money from the origin 
country, either by using the official banking system or by avoiding it (cash 
smuggling or placing the illegal product abroad by certain goods transfer, 
such as diamonds, collection objects, gold, rare stamps and so on). The 
persons interested in avoiding the official banking system do not have to 
personally take the risks as there are professional networks of messengers 
that ensure transport and guarantee delivery. Unfortunately, sometimes 
couriers carry diplomatic passports thus enjoying immunity and even if they 
are caught, they won’t have to suffer the consequences. 
 As a response to the obligation of reporting cash transactions 
required by law, delinquents have developed numerous schemes they use to 
elude reporting, from converting cash into various financial tools to bribing 
bank personnel. Irrespective of the system used to avoid checking, there is 
still a rule that is valid: great unjustified deposits draw attention. That is 
why, nowadays the success of money laundering operation is ensured by the 
use of an economic circuit from the range of those that have a plausible 
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justification for money transfer abroad, like using as a screen a company 
that is usually involved in international trade of goods and services. 
 In a well planned money laundering operation, there are payments 
operated to foreign “suppliers” placed in several countries, altering the sums 
remittance forms and seeking that the beneficiaries have a solid business 
reputation. Although services are the most favorable environment, as there 
are no clear rules based on which a checking can be done to see if they were 
really carried out; there is evidence that also commercial activities with 
physical goods can be used as a screen for illegal money transfers. Recent 
investigations have revealed considerable discrepancies between the price of 
goods declared at the customs and the real price of some products that have 
been the object of international trade. Although most of these discrepancies 
are due to tax evasion, they sometimes involve elements of money 
laundering. Once the money transferred abroad, it circulates through the 
international payment system with the purpose of hiding its origin. Despite 
the various complications, there is a simple structure that sets the basis of 
most international money laundering activities. At the end of money 
laundering process through international financial circuits, there remains the 
problem of bringing it back into the origin country. Probably the “cleanest” 
solution is to repatriate it as a business loan. The delinquent makes sure that 
the money held in an offshore account is “lent” to a company in his 
residence country. This way, the money returns home in a completely tax 
free form and can be used in a manner that taxes can be reduced for inner 
legal income. After the loan has been “delivered”, the beneficiary has the 
right to repay it with interest to himself. In practice, the delinquent transfers 
the money from his country to a fiscal paradise, deducing “the interest” as 
financial expenses diminishing the internal taxable income. 

a. The use of corporate associations (trusts) 
In their criminal procedures, the delinquents use complicated structures 

of multilevel companies in order to make investigation as difficult as 
possible. Consequently, the shareholders are difficult to identify because 
they hide behind of a long row of “shell” type companies and a network of 
companies enlisted in more than one jurisdiction. The illegal methods of 
hiding the real business’ beneficiaries do not stop here. Delinquents provide 
fictive data when registering companies, forgeries that are rarely discovered 
before it is too late. 
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b. Fiscal paradise 
Characteristics of territories considered fiscal paradise:  

- Maximum secrecy - the operations authors are totally protected, even in 
the case of a judiciary investigation. Banking secret may be a useful tool in 
hiding dirty money and secret paradises carry more distinctive forms: 
§ Totally anonymous accounts, about which not even the bank employees 

know, except the case when the clients decide to reveal information 
about them, which are largely unusable as international regulations 
forbid making transfers to and from this type of accounts; 

§ Accounts for which a lawyer interposes between the bank and the client, 
protecting his identity, firstly by bank secrecy, and secondly by lawyer – 
client relationship confidentiality; 

§ Encrypted accounts that only the bank managers know the client’s 
identity. 

- Minimum or inexistent income taxes, not punctual and temporary tax 
aquitance for certain categories of activities or products, as many states 
make, 
- The checking on banks is almost inexistent and the regulations specific for 
preventing and fighting against money laundering, such as clients’ knowing 
standards or the obligation to report are not imposed to entities on financial 
market; 
- The existence of n impeccable communications system, benefiting from 
the highest level of technical resources, various phone services, internet, fast 
lines of transport for people and goods to and from the countries with which 
the most important financial flows are developed. 

Making a synthesis, we may notice that the financial system in fiscal 
paradises contains a series of elements that individualizes it from the 
“classic” financial system: 
- Subsidiaries of some banks found in jurisdiction with classic regulations, 
although they accept the set of standards from “mother” jurisdiction, in the 
offshore centre they act less scrupulously, thus creating a double behavior 
standard in their activity: one applied for the jurisdiction of mother 
company, and the other for the offshore centre; 
- Indigenous banks: one of the most shocking aspects of offshore centers is 
the huge growth of number of banks in these territories. Banks can be set up 
very fast and with a minimum specialty investigations, as long as they reach 
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the demands regarding the funds, aspect that varies from one jurisdiction to 
another; 
- Bank type institutions such as credit houses, exchange houses or broker 
companies are widely spread. These are financial agents that completely 
lack regulations; they can run money fast and easily and without any strict 
supervising. In some jurisdiction, for certain periods of time, these entities 
are even authorized to carry the name of bank, offering this way 
opportunities for fraud and creating confusion among authorities; 
- The possibility for the persons that create trusts to be also beneficiaries. By 
this, money is transferred from one pocket to another, belonging to the same 
person in order to avoid tax payment or to hide the real beneficiary of some 
operations. It is possible and it is widely used by those who are interested. 
- Banking laws offer protection to their clients by confidentiality. Although 
many of the offshore financial centers clearly show that they are eager to 
cooperate with other countries law applying agencies in the case of money 
laundering suspicions (Switzerland and Bahamas have made serious 
progress on this matter), in practice there are many impediments, especially 
connected to time factor. Information is delivered with delays; meanwhile 
the money is transferred in other jurisdictions. 
 These characteristics of financial centers and the jurisdictions that apply 
maximum banking secrecy support each other and become extremely 
attractive for money laundering. They can also be perceived as a set of tools 
that are used not only for money laundering but also for committing 
financial crimes.   
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