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great indignation to the Gibraltar authorities 
and financial services professionals, who 
note that the unified corporate tax regime 
that next year will replace the previous 
distinction between offshore and onshore 
activities provides for a rate of 10 per cent.

This is not far off the 12.5 per cent applied 
by OECD member Ireland and in sharp 
contrast to the zero corporate tax regimes 
in force in Jersey, Guernsey and the Isle of 
Man – all of which escaped the tax haven 
label because they are deemed to have 
substantially implemented the internationally 
agreed tax standard.

True, it could be argued that Gibraltar 
has been relatively sluggish in following 
up on its 2002 pledge to eliminate harmful 
tax practices, having signed its first tax 
information exchange agreement with an 
OECD member – the US – just the day before 
the April 2 G20 summit in London at which 
the world’s leading economic powers agreed 
to pursue global tax transparency with a 
new urgency and to chivvy, at the very least, 
jurisdictions that were slow to fall into line.

Chief Minister Peter Caruana 
acknowledges that the OECD’s progress 
report “is a fair and accurate assessment of 
where we are”, but says the territory is well 
placed to join the ranks of countries that 
have substantially implemented international 

The people that inhabit the imposing physical 
mass of the Rock of Gibraltar, standing at one 
of the southernmost points of Europe with the 
mountains of Morocco clearly visible to the 
south, have over the years stubbornly resisted 
pressure to accept Spanish sovereignty, 
both from their neighbour and from the 
UK government, which in recent years has 
seemed keen to divest itself of a dependent 
territory that represents a long-running irritant 
to its relations with Spain.

Now the Gibraltar government and 
financial services industry believe that the 
jurisdiction is poised for take-off as an 
international fund domicile, having to a 
large extent seen off concerns about the 
legitimacy of the territory’s tax regime and 
suggestions – often fanned in Madrid – that 
its regulatory standards and willingness to 
exchange tax information are not up to the 
highest international level.

True, Gibraltar remains on the so-called 
‘grey list’ published earlier this month by 
the Organisation for Economic Co-operation 
and Development of ‘tax havens’ and ‘other 
financial centres’ that have committed to 
what the OECD defines as the internationally 
agreed standard on tax information 
exchange, but have not yet substantially 
implemented it.

The tax haven designation is a source of 
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Gibraltar thrives in 
changing climate

By James Lasry

Gibraltar’s fund industry is benefiting from a 
steady increase in international acceptance 
of the jurisdiction, the result of a range of 
factors that include increased marketing 
efforts and a broader range of skills and 
services in the jurisdiction, but also a change 
in attitude on the part of international fund 
promoters, which are starting to rethink the 
traditional offshore fund models that have 
gone largely unquestioned in the past.

Certainly Gibraltar is benefiting from its 
position within the European Union, through 
the relationship with the UK, and the fact that 
its Experienced Investor Funds are subject to 
greater regulation than the popular vehicles 
offered by Caribbean jurisdictions. It has 
also finally seen off a challenge to its system 
of corporate taxation after the European 
Court of Justice ruled that it was entitled to 
maintain a different regime from that of the 
UK, paving the way for the introduction of a 
uniform 10 per cent rate starting next year.

Gibraltar vehicles can obtain exemption 
from tax by virtue of being a fund, or can 
opt to be subject to local taxation, which 
applies only to Gibraltar-source income. 
The latter option is often beneficial to funds 
that are receiving dividend income because 
it allows access to the Parent-Subsidiary 
Directive, importantly from Luxembourg, 
which recognises Gibraltar for the purposes 
of the directive.

This is all part of a move by Gibraltar 
away from the offshore model to become 
an onshore centre that better fits in with the 
more regulated world that is taking shape. 
The territory has long signed up to the 
Organisation for Economic Co-operation and 
Development’s principles of transparency 
and exchange of information in tax matters, 
and it is signing new information exchange 
agreements, most recently with the US.

The jurisdiction continues to enjoy glowing 
reports from global regulatory reviews, 
such as that of the International Monetary 
Fund last year. It has long been spared the 
scandals that, fairly or otherwise, dog the 
reputations of some other centres, and it 
enjoys flexible and effective regulation by 
the Gibraltar Financial Services Commission. 
For example, the regulator recently brought 
together industry members to assess 
whether the territory’s financial supervision 
was adequate in the light of the Madoff 
fraud – which it was determined to be. The 
willingness of the regulator to work with 
the industry is a key element of Gibraltar’s 
strength as a funds jurisdiction.

The government is also keen on 
developing the industry and supports its 
legislative, development and educational 
initiatives. The Experienced Investor Fund 
regulations went from initial strategic 
discussions to actual legislation in less than 
a year.

A good example of Gibraltar’s ability to 
innovate is protected cell companies, which 
were introduced by legislation in 2001 but 
only took off as a fund structure following 
the launch of EIFs four years later. Today 
at least a third of new funds are being set 
up as PCCs, often by asset managers who 
want to put clients into a fund structure 
offering more than one strategy, or by family 
offices to allow individual members to 
vary their exposure to different investment 
strategies.

All these developments – along with 
the advantage of being a common law 
jurisdiction, and the ability to offer cost-
efficient services – have made Gibraltar more 
attractive for fund promoters, especially those 
from Europe. In an increasingly regulated 
world, it can only become more so. n

James Lasry is a partner and 
head of funds business at 
Hassans International Law 
Firm
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standards, having invited a number of 
OECD members to open negotiations 
on information exchange agreements. 
He believes Gibraltar should have the 12 
agreements in place that would take it off the 
grey list by November.

In the longer term, industry members 
believe, removal from the list of countries 
and territories over which the OECD has 
raised a question mark, coupled with 
Gibraltar’s status as part of the European 
Union and its adoption of the full range of 
EU legislation and regulation, is likely to 
boost interest in the jurisdiction’s funds 
regime, which has already enjoyed significant 
success since the launch of Experienced 
Investor Funds in 2005.

Accurate statistics on the size of the 
industry are hard to find. The latest figures 
published by the Gibraltar Financial Services 
Commission, for the end of 2007, list just 39 
collective investment schemes incorporated 
and registered in the jurisdiction, with total 
assets of USD1.2bn. However, a total of 46 
EIFs were registered by April 8 this year, 
along with 10 fund administration firms – up 
from just a couple four years ago.

James Lasry, head of funds business at 
Hassans International Law Firm, estimates 
that including the sub-funds of the umbrella 
funds that have been set up using protected 
cell companies, Gibraltar is now home 
to around 90 or 100 separate investment 
portfolios, and that total assets exceed 
USD5bn. Perhaps surprisingly, he says, 
hedge funds account for the lion’s share of 
fund business.

“I would have expected us to be much 

more of a private equity real estate jurisdiction, 
like Jersey, especially because we have access 
to the EU Parent-Subsidiary Directive, but in 
practice it’s only about 40 per cent. The rest of 
the business consists of more securities-driven 
strategies from the classical to the very exotic. 
Over the past year we have seen growth in the 
number of distressed funds, particularly those 
investing in distressed real estate, and we’ve 
also seen a number of environmentally-driven 
funds investing in different forms of energy and 
resources.”

The government is not expecting the fund 
industry to expand dramatically overnight, 
according to James Tipping, director of the 
Gibraltar Finance Centre, a promotional 
organisation with the Ministry of Trade, 
Industry and Telecommunications. “What the 
government is trying to do, in conjunction 
with the industry, is to energise the fund 
sector,” he says.

“We take as an example what’s been 
achieved in insurance, where Gibraltar 
plays in the premier European league 
and competes directly against Dublin and 
London for the establishment of both captive 
and open-market insurers that access the 
European market. We have seen steady 
growth since 1999 and attracted insurance 
companies that are world-class and 
household names.”

Tipping notes that the fund industry 
already enjoys a solid foundation. “We’ve had 
good growth as a result of the Experienced 
Investor Fund legislation that came into 
effect in 2005, in conjunction with the use of 
the protected cell company legislation, which 
has worked very well for funds as it has with 
insurance. Now we want to take it to another 
level, in the full knowledge that it will take 
some time.”

He emphasises that Gibraltar’s aim is to 
build up high added-value activities rather 
than seeking business volume at any 
cost, and that the jurisdiction is certainly 
not looking to poach business from other 
jurisdictions. “The government’s basic 
philosophy with regard to inward investment 
in any area of business, including financial 
services, is quality not quantity, in a well 
regulated environment,” Tipping says. “We 
encourage people to use Gibraltar as a fund 
centre that care for their own reputation as 
much as we care for Gibraltar’s reputation.”
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In collaboration with the Gibraltar Funds 
Industry Association, the Finance Centre 
has embarked on a series of international 
marketing and outreach events targeted at 
financial industry professionals and business 
introducers such as lawyers and accountant in 
jurisdictions such as the UK and Switzerland.

“The authorities and regulator recognise 
the importance of a growing industry and 
are very supportive,” says David Wahnon, 
managing director of Capita Financial 
Administrators (Gibraltar). “They arrange a 
series of seminars through the year. One 
is coming up in Switzerland, followed by 
London, and we’re going back to Switzerland 
and Germany in October. We are also 
attending conferences such as Gaim. The 
authorities understand the importance of the 
industry in growing the economy.”

Tipping says the message varies subtly 
according to the kind of prospective business 
sought in different markets. “In Frankfurt the 
message is much more geared to institutional 
funds, and we emphasise that we are part 
of the European Union and an internationally 
co-operative jurisdiction,” he says, “whereas 
the message in Switzerland is aimed more at 
private wealth management clients.

“We are adopting a long-term strategic 
approach designed to raise Gibraltar’s 
profile slowly over time among the blue-
chip members of the fund industry and 
their advisers. We are looking at a two- to 
three-year horizon to start to change the 
perception of Gibraltar, not so much for 
back office fund administration business but 
among people who want to domicile their 
funds here, and also to move onto the next 
level, the basing of actual asset management 
operations in Gibraltar.”

The current debate about regulatory 
standards and tax co-operation in the 
offshore world notwithstanding, Tipping 
argues that a change has been underway 
since at least 2001. “It’s clear for a long 
time that international financial centres have 
largely fallen into two groups, those that can 
demonstrate they can meet international 
standards and keep up with the pace 
of change through such efforts as IMF 
assessment and other statutory reviews of 
the competence of the regulatory authorities, 
and those that really aren’t making a lot of 
effort to do so,” he says.

“Our two reviews from the IMF have been 
excellent not only in providing in-depth third-
party analysis of the ability of Gibraltar’s 
regulator, but allows us not just to tell other 
people we are keeping up with regulatory 
standards but point to the IMF’s assessment. 
Secondly, our legislation demands a periodic 
independent review to make sure the 
regulators are doing what they’re supposed 
to, and thirdly, we legally have to adopt all 
EU directives, and are immediately affected 
by any regulations that have binding effect, 
as with any member state.

“The fact that MiFiD and a whole host 
of financial services directives apply helps 
to put Gibraltar at a competitive regulatory 
advantage over other territories, because 
the compulsion of law means that the 
focus given to international initiatives on 
proper regulation is much more detailed. 
There is no room for prevarication or delay. 
One could make an argument that there is 
more flexibility and fewer regulatory hurdles 
outside the EU, but paradoxically we’ve 
found that’s not the case. What it does is 
raise the standard, resulting in better-quality 
names using the jurisdiction.”

He agrees that where once fund promoters 
might have prized being outside EU 
regulation, today they are finding that their 
investors appreciate the assurance provided 
by this greater regulatory certainty, and adds 
that Gibraltar’s embrace of EU standards is 
part of a well established philosophy. “This is 
not a knee-jerk reaction to what’s happening 
now but a long-term approach, but in the 
current environment it reinforces the benefits 
of our position,” he says. n
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Gibraltar has a long-established pedigree 
as an international financial centre and it 
has been a domicile for alternative funds 
for years, but it was the introduction of 
legislation establishing the Experienced 
Investor Fund four years ago that brought 
the jurisdiction properly to the attention 
of international fund promoters. Now the 
industry hopes that planned changes to the 
EIF rules will increase its appeal.

“The vast majority of funds now are set up 
as EIFs,” says James Lasry, head of funds 
business at Hassans International Law Firm. 
“Previously we had private funds that were 
completely unregulated. However, we set 
them up in a very professional way so that 
in effect, when the EIF regime came into 
effect, it was merely a codification of existing 
practice under the private funds regime.”

According to Lasry, an EIF fund can be 
set up and become operative within days, 
because there is no requirement to obtain 
regulatory authorisation ahead of the launch. 
It is sufficient for the fund to incorporate, 

appoint service providers, appoint two local 
directors authorised by the Gibraltar Financial 
Services Commission, produce a prospectus 
and hold a board meeting to launch itself as 
a fund. The fund must notify the regulatory 
of its launch within 14 days, and provide 
certain documentation as well as paying a 
one-off license fee of GBP2,500.

To qualify for the EIF regime, a fund 
may only accept investors deemed to be 
experienced under the Financial Services 
(Experienced Investor Funds) Regulations 
2005, who have a net worth of EUR1m 
aside from their residential property, whose 
normal business activity includes investment-
related activity, or who invest a minimum of 
EUR100,000 in the fund. 

Unlike a private fund, there is no minimum 
or maximum number of investors stipulated 
for an EIF, and there is no requirement for 
the promoters of the fund to be licensed. 
The two directors authorised by the regulator 
are required to ensure proper governance 
of the fund. If the fund is a unit trust with 

Fund industry looks 
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Outsourcing offers 
capacity for growth

By david wahnon 

Capita Financial Group’s Gibraltar office 
is part of an international network also 
comprising Dublin, Jersey, Guernsey and 
London as well as an outsourced back office 
processing centre in Exeter.

The Gibraltar business offers 
administration services to hedge funds as 
well as other alternative investment vehicles, 
notably private equity and property funds, 
and is the sole administrator in Gibraltar 
with the capacity and in-house expertise 
to service Ucits funds – something that 
may become a more important part of 
the jurisdiction’s fund industry once it 
has adopted the European Union’s Ucits 
IV directive.

Gibraltar’s fund business was kick-started 
by the introduction of the Experienced 
Investor Fund regulations in mid-2005. 
Previously fund promoters had a choice 
only of private funds made available to a 
restricted number of investors and retail 
funds, but EIFs are aimed at experienced 
investors, defined as those with more 
than EUR1m in assets or that can invest 
EUR100,000 into the fund.

The EIF requires two locally-registered 
directors, a local administrator and a local 
auditor, but otherwise the structure is fairly 
flexible in that neither custodian nor broker 
have to be in Gibraltar, the fund does not 
need to appoint an investment manager 
– the directors can act in that capacity – and 
certain types of vehicle such as closed-
ended funds are not required to appoint a 
custodian at all.

The legislation has had a huge impact 
on the Gibraltar fund services industry. 
From just two fund administrators before 
2005, the sector has now grown to 10 firms, 
although Capita Financial Group is the only 
international business in the jurisdiction, 
and the number of funds and assets under 

administration have increased sharply. The 
EIF has given market participants including 
lawyers, bankers and auditors as well as 
administrators the opportunity to promote 
Gibraltar to international fund promoters.

Gibraltar’s position as a well-regulated 
centre within Europe is a particular 
advantage. The jurisdiction is attractive 
to European fund promoters, which are 
anxious to demonstrate effective corporate 
governance and substantial activities within 
the location where their funds are domiciled. 
And as a full member of the European 
Union, Gibraltar benefits from passporting of 
financial services and the application of the 
EU Parent-Subsidiary Directive.

Gibraltar’s size and scale bring 
advantages as well as constraints. As 
a small community, most professionals 
know each other and enjoy close working 
relationships that make it possible to provide 
solutions to investors or introducers at very 
short notice. The industry also pulls together 
to promote the jurisdiction at international 
events, and works with the regulator to 
develop new legislation that can help the 
sector grow – like the EIF, which was devised 
by local professionals and then endorsed by 
the government.

However, while the industry contains a 
great deal of expertise and experience, there 
are obvious obstacles – the limitations of 
Gibraltar’s size, population and skill base 
– to building up a large, labour intensive 
operation, so Capita Financial Group’s model 
draws upon the scalability of our Exeter 
office, which is much bigger and has access 
to a much broader labour pool. This will 
allow the business to grow without being 
subject to constraints in terms of office 
space or staff numbers, and to be able to 
service funds of any size, from the smallest 
start-ups to billion-dollar vehicles. n

David Wahnon is managing 
director of Capita Financial 
Administrators (Gibraltar)
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a corporate trustee or a limited partnership 
with a corporate general partner, two 
directors of the corporate general partner 
or trustee must be authorised. The fund 
administrator is required simply to perform 
the normal know your client and client 
acceptance procedures.

Private funds, which do not carry the 
statutory regulatory requirements of EIFs, 
restrict investor numbers to 50 and limit 
distribution to categories such as friends, 
family and close clients of the promoter. In 
some respects the private fund structure may 
suit asset managers who already have a client 
following and want to put them into a fund 
structure, rather than actively marketing the 
fund, but Lasry adds: “The added regulation of 
EIFs is not at all intrusive or onerous.”

He argues that the flexibility that allows 
EIFs to be established via simple notification 
without prior regulatory approval removes 
what might have been considered the 
drawback of a regulated fund, the possibility 
of delays to time-sensitive investments. 
However, this does not mean that investors 
in the fund are without protection from the 
regulator. “Once the fund has been set up, 
the regulator has a full array of powers to 
issue public statements, make directions or 
to intervene,” Lasry says.

“If one of the directors or service providers 
is worried about something and the board 
either is not taking action or is doing so 
in a way they don’t agree with, there’s a 
mechanism to go to the regulator and ask for 
intervention. Fortunately it’s never happened 
so far, but the mechanism is for the regulator 
has the power to examine the fund and if 
necessary to act to protect investors.”

Fund professionals in Gibraltar emphasis 
the close co-operation between industry 
and regulator in drawing up and revising 
financial services legislation. “The EIF 
regulations were effectively put together by 
industry professionals and taken up by the 
government,” says David Wahnon, managing 
director of Capita Financial Administrators 
(Gibraltar), who notes that efforts are already 
underway to update and revise the legislation.

“The regulator recently came up with 
some suggestions on potential new products 
and called a group together. We can pull 
something together very quickly that can 
be put to government as a new piece of 

legislation. At the moment there are variants 
of the EIF in the pipeline, designed to 
accommodate other types of investors within 
the private fund category.”

James Tipping, director of the 
government’s promotional department, the 
Gibraltar Finance Centre, says: “We are 
doing work on what types of different funds 
legislation can be safely, responsibly and 
professionally introduced. In the medium 
term we are looking to the development of 
Gibraltar as a Ucits jurisdiction. We have the 
legislation, although there are no Ucits funds 
based here as yet.”

The implementation of the European 
Union’s Ucits IV directive, which will 
extend the scope of funds that can be 
freely marketed across borders within the 
European Economic Area, is seen as a 
priority once the legislation is finalised over 
the coming months. “The regulator is keen 
to get Ucits IV through very quickly,” Wahnon 
says, noting that Capita Financial Group 
may well be the only fund administrator in 
Gibraltar that currently has the resources to 
service a Ucits fund.

Capita came to Gibraltar two years 
ago when it acquired out Global Fund 
Administration, the largest local fund 
administration firm. Says Wahnon: “Before 
Capita came in we worked on a small 
general ledger system, which is used by 
most if not all local administrators to record 
transactions. One of the main changes was 
that Capita invested as a group in SunGard 
InvestOne Enterprise, one of the top software 
packages in the administration world.

“We have invested a lot of time in this 

induStRy
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change, and migrating funds onto the new 
system, which enables us to provide a full-
blown administration service including NAV 
calculation, transfer agency, shareholder 
services.” Capita Financial Group currently 
has around 25 clients with some 45 funds 
and around GBP1.5bn in assets under 
administration, with around 60 per cent of 
the business coming from Gibraltar-domiciled 
funds and the rest from Cayman vehicles.

Gibraltar’s two most important markets for 
fund business are Switzerland and the UK, 
although Lasry says Hassans also deals with 
Germans, Swedish, Spanish, Israeli, American 
and Canadian promoters. He adds that the EIF 
structure is flexible enough to accommodate 
vehicles ranging from closed-ended private 
equity funds to hedge funds managed by 
traders sitting in the City of London.

“The regulatory environment here has 
proven quite effective,” Lasry says. “The 
regulator knows what kind of business is 
going on, and he’s happy to let people get 
on with it. The Experienced Investor Fund 
regulations and the way they are interpreted 
in practice are very robust while allowing 
managers enough flexibility to serve the kind 
of investors they are marketing to. These are 
not widow and orphan funds but for people 
who can either read a prospectus or employ 
someone to do it for them and explain the 
risks to them.”

EIFs have greatly expanded the scope 
of protected cell companies, which were 
introduced in 2001, but up to 2005 were used 
exclusively by the insurance industry. “We 
recently set up a hybrid between a fund and 
managed account, with each investor having 
his own cell,” Lasry says. “The manager 
wanted the economies of scale of a fund, 
but in today’s environment investors did not 
want their assets commingled with those of 
other investors.”

As with most other international financial 
centres in small jurisdictions, the availability 
of staff and skills is an issue that industry 
practitioners need to bear in mind. “There 
are skilled people, but obviously it is a 
small place and you would have difficulties 
creating a really big set-up,” Wahnon says.

“The labour market remains tight in 
Gibraltar, because we have a growing 
economy and unemployment is extremely 
low. There is a small pool of professionals 

coming in from outside, and you find people 
moving around between companies. We 
knew from the outset that staff numbers 
here would be limited, so we decided to take 
advantage of the scalability of our Exeter 
office, which enables us to deal with any 
fund that comes our way.”

Tipping adds: “Gibraltar is a high value-
added platform. We are neither a zero-tax 
jurisdiction, nor a cheap jurisdiction in which 
to establish labour-intensive operations. 
Unemployment is extremely low at less than 
2 per cent and the economy continues to 
look extremely robust, even with the ripple 
effects from what’s happening in the wider 
world, not just in financial services but 
tourism, shipping and port services, and 
online gaming. 

“Any EU, EEA or Swiss national is entitled 
to work in Gibraltar under EU directives, 
and for nationalities not covered by those 
criteria there are no ideological issues 
regarding work permits for individuals in 
demand. Clearly we’re not the location for 
a large enterprise that requires hundreds 
of administration staff, but Gibraltar is well 
suited to operations that might require 10 or 
20 front-office employees.

“We don’t have a high cost base in terms 
of office space, and personal taxation is very 
competitive by EU standards – for example, 
a GBP100,000 salary is subject to an 
income tax rate of 27.5 per cent. For an EU 
jurisdiction with a high quality of life, a free 
health service, free education to university 
level, that’s a pretty good package, especially 
when we have no capital gains tax, 
inheritance tax, wealth tax, tax on investment 
income, or on occupational pensions.”

Tipping says the government would be 
happy to see fund managers base part of 
their operations in Gibraltar. “A 50-strong fund 
management firm in Knightsbridge is not 
going to close down and move lock, stock 
and barrel to Gibraltar,” he says. “But for a 
couple of star traders who don’t necessarily 
need to be in London, who might be better 
suited by Gibraltar in terms of lifestyle, family 
considerations or tax issues, they might think 
about opening a complementary office in 
Gibraltar under equivalent regulation. We will 
see what happens once one or two people 
try it and are happy with it, and people in the 
industry start talking to each other.” n


