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Forward and Objective

Welcome to the Trust and Company Service Providers (TCSP) New Joiner Guide.
One of the primary functions of TCSPs is to provide fiduciary services and is a
cornerstone of Gibraltar’s financial services landscape, characterized by its rigorous
regulatory standards and its essential role in international structuring.

The primary objective of this guide is to provide those new to the industry with a
comprehensive tour d’horizon—a strategic overview that allows you to capture a
broad picture of the sector and its operational mechanics in a short period. Rather
than serving as an exhaustive technical manual, this document is designed to help
you "connect the dots" between client onboarding, statutory maintenance, and
regulatory compliance. By demystifying the "why" behind our daily tasks, this guide
empowers you to contribute meaningfully to your team from your very first day.

While you continue to get acquainted with the technical intricacies of the role in
parallel with your firm’s specific internal procedures, use this guide as your
foundational compass. It aims to bridge the gap between entry-level knowledge and
the practical realities of the profession, ensuring you feel grounded and informed as
you begin your career in this dynamic field.

The Gibraltar Association of Compliance Officers (GACO) is proud to support the
launch of this guide as part of its ongoing commitment to professional excellence and
education within the jurisdiction.

Note: For important information regarding the scope and limitations of this
document, please refer to the Disclaimer located at the end of this guide.



Executive Summary

This guide serves as a comprehensive introduction for new professionals entering
the Trust and Company Services Provider (TCSP) sector in Gibraltar. It is designed
to provide a foundational understanding of the industry's purpose, the legal
structures it employs, and the critical compliance and operational frameworks that
govern its activities.

At its core, a TCSP is a professional firm that specialises in the formation,
management, and administration of legal entities such as trusts, companies,
foundations, and partnerships on behalf of clients. The industry has evolved
significantly from a focus on privacy to its modern-day role as a crucial "gatekeeper™”
of the global financial system, with a primary responsibility to prevent financial
crime.

Gibraltar stands as a premier jurisdiction for these services due to its stable political
environment as a British Overseas Territory, a legal system founded on English
common law, a robust regulatory framework supervised by the Gibraltar Financial
Services Commission (GFSC), and an attractive, tax-neutral environment for
international clients.

The services provided by TCSPs are underpinned by a profound commitment to
operational excellence and stringent compliance. A substantial part of this guide is
dedicated to the non-negotiable procedures of client onboarding and due diligence.
This includes a deep dive into Know Your Client (KYC), Anti-Money Laundering
(AML), and Combating the Financing of Terrorism (CFT) protocols. Professionals will
learn the importance of identifying the Ultimate Beneficial Owner (UBO) of any
structure, conducting ongoing transaction monitoring, and fulfilling legal reporting
obligations to authorities like the Gibraltar Financial Intelligence Unit (GFIU).

Finally, the guide outlines the rewarding career paths available within a TCSP and
emphasizes the professional standards required for success. A career in this sector
is builtupon a foundation of professional qualifications, a commitment to continuous
professional development (CPD), and, most importantly, unwavering professional
integrity and ethical conduct. As the industry continues to adapt to international
initiatives from bodies such as the Financial Action Task Force (FATF) and the
Organisation for Economic Co-operation and Development (OECD) , technological
advancements, and evolving client expectations, the role of the TCSP professional
has become more dynamic and essential than ever.
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Part One: Foundations of the Industry

Chapter 1: Introduction to Trust & Company Services Providers
(TCSPs)

The Trust and Company Services Provider (TCSP) industry plays a vital part in how
money and businesses work across the globe, especially in specialized financial
jurisdictions such as Gibraltar. This section provides a clear picture of what TCSPs
are, the important jobs they perform, and why they are essential for helping
individuals and businesses manage money and legal structures correctly on an
international scale.

What are TCSPs? Defining their role and purpose in global finance.

A TCSP functions as a professional facilitator for legal entities and arrangements.
These are entities such as companies, trusts, and foundations utilized by individuals
and businesses for different reasons, often for managing wealth or future financial
planning. TCSPs offer a comprehensive range of services to establish, manage, and
maintain these entities.

Here is a breakdown of the main areas TCSPs handle:

e Companies and other Legal Structures: They help create, register, and
manage various types of companies, ranging from small private businesses
to larger public entities.

e Partnerships: This includes setting up and managing different kinds of
partnerships, where two or more individuals or entities collaborate in
business.

e Trusts and similar arrangements: TCSPs may act as professional trustees.
A trustee is legally responsible for managing assets (money, property, etc.)
for the benefit of others (the beneficiaries). TCSPs manage a variety of trusts
and similar legal setups.

e Foundations: In jurisdictions such as Gibraltar, foundations serve as
another method to manage wealth and handle estate planning. TCSPs assist
in setting these up and overseeing them.

The services a TCSP provides often involve:

e Acting as (or sourcing a third party to act as) a director (who runs the
company) or company secretary (who handles legal paperwork) for a
company.

e Acting as (or sourcing a third party to act as) a partner in a partnership.
e Acting as (or sourcing a third party to act as) a trustee for a trust.

e Acting as (or sourcing a third party to act as) a nominee shareholder. This
means they hold shares on behalf of another party, often for privacy reasons
(though different rules apply for companies listed on major stock
exchanges).



Providing a registered office address, a business address, or a mailing
address for these entities. This is critical for legal and official
communications.

[t is important to note that TCSPs must follow strict rules and obtain special permits
to practice (such as those issued by the Gibraltar Financial Services Commission,
GFSC). Adherence to numerous laws, both within Gibraltar and internationally, is
required.

The Many Important Jobs of a TCSP

A TCSP handles much more than administrative paperwork. The role involves
significant responsibilities and requires extensive expertise. TCSPs act as guides
assisting clients (individuals, families, and businesses) in navigating the complex
landscape of international finance, laws, and regulations.

Here are the key roles:

Expert Planners and Creators: Clients utilize TCSPs for their specialized
knowledge in designing and assembling appropriate legal and financial
structures. This requires understanding the client's objectives—such as
asset protection, tax management, inheritance planning, or international
business structuring—and utilizing the correct legal tools to achieve those
goals.

Trusted Caretakers (Fiduciary Guardians): When a TCSP acts as a trustee
or a professional director, a "fiduciary duty” is established. This is a legal and
ethical commitment to always act in the absolute best interest of the
beneficiaries of a trust or the company itself. The role demands care, skill,
diligence, honesty, integrity, and a commitment to the highest standards of
management.

Guardians Against Crime (Compliance Gatekeepers): With a heightened
global focus on stopping financial crime, TCSPs are crucial in the fight against
illegal activities. Strict rules must be followed to prevent money laundering
(the process of disguising the illicit origin of assets to make them appear
legitimate), terrorist financing (the provision or collection of funds with the
intention that they be used to support terrorist acts or organizations), and
proliferation financing (the provision of funds or financial services for the
manufacture, acquisition, or development of nuclear, chemical, or biological
weapons and their delivery systems). This includes conducting thorough
"Know Your Client" (KYC) checks (to verify customer identity) and
"Customer Due Diligence” (CDD) (to obtain comprehensive information
about the customer's background and business activities), alongside
constant transaction monitoring and the reporting of any suspicious
activities. This role is vital for keeping the financial system safe and
protecting Gibraltar's reputation.

Day-to-Day Managers (Operational Administrators): TCSPs handle the
daily operations of the companies or trusts under their care. This involves
keeping official records up-to-date, ensuring all necessary documents are
filed punctually with government bodies, preparing financial reports, and
coordinating with other professionals like lawyers, auditors, and tax
advisors.

Why TCSPs Matter in the Global Financial World

The main reasons TCSPs are so important in global finance can be summarized as



follows:

e Making International Business Possible: TCSPs assist individuals and
businesses in operating smoothly and legally across different countries. They
provide the legal and administrative framework needed for international
trade, investments, and cross-border transactions, which ultimately
facilitates global economic growth.

e Protecting Wealth for the Future: For wealthy individuals and families,
TCSPs offer strategies to manage and protect wealth and assets across
generations and in various global jurisdictions. They assist in simplifying
complex inheritance laws, bypassing lengthy legal processes (such as
probate), and ensuring assets are distributed exactly as intended, providing
stability and security.

e Better Company Management: By providing independent directors and
company secretaries, TCSPs help companies operate more effectively and
transparently. This results in greater accountability and strict adherence to
legal rules, which is essential for earning investor trust and meeting
regulatory requirements.

e Specialized Asset Protection: TCSPs can establish structures to hold various
types of assets, ranging from real estate and investments to intellectual
property and patents. They design customized solutions to protect these
assets from unforeseen issues, political instability, or liabilities, while strictly
operating within legal and ethical boundaries.

e Upholding Global Standards: By strictly adhering to anti-money laundering
regulations and tax reporting frameworks, TCSPs play a vital role in ensuring
global tax compliance and combating financial crime. Adherence to these
high standards bolsters the integrity and trustworthiness of financial centers
like Gibraltar. Key reporting standards include:

Common Reporting Standard (CRS): The Standard for Automatic
Exchange of Financial Account Information in Tax Matters, developed by
the OECD to promote tax transparency and combat cross-border tax
evasion.

FATCA (Foreign Account Tax Compliance Act): A United States federal
law requiring foreign financial institutions to report on the financial
assets held by U.S. taxpayers to the Internal Revenue Service.

In summary, TCSPs are more than administrative entities. They serve as essential
partners in managing international wealth and establishing businesses, providing
expert advice, ensuring strict regulatory compliance, and upholding high levels of
trust and responsibility. This detailed and demanding work is absolutely necessary
for the healthy operation of a globally connected economy.

The Evolution of the TCSP Industry

The world of TCSPs has not always been as structured as it is today. To truly
understand the role of these providers, it is important to know how the industry has
changed over time. The evolution can be seen in three main stages:

1. The Era of Secrecy and Simplicity:

In the past, the main purpose of TCSPs was often to provide a high degree of
privacy and confidentiality for clients. The focus was on setting up companies or



trusts quickly and with minimal legal oversight. The international financial
system was less connected and regulated, so there was little pressure for
transparency. This led to a reputation for secrecy, and unfortunately, allowed
some individuals to use these structures for unethical or illegal purposes.

2. The Age of Regulation and Transparency:

Starting in the late 20th and early 21st centuries, a global shift began. Major
events and public demands for action against tax evasion and financial crime
pushed governments and international bodies like the Financial Action Task
Force (FATF) to act. New laws and global standards were created to increase
transparency.

Key milestones that reshaped the industry include:

e Anti-Money Laundering (AML) and Counter-Terrorist Financing (CTF) Laws:
These regulations forced TCSPs to implement strict procedures, such as
Know Your Client (KYC) and Customer Due Diligence (CDD), to verify the
identity of clients and understand the source of their funds.

e The Foreign Account Tax Compliance Act (FATCA) and Common Reporting
Standard (CRS): These international agreements require financial
institutions, including TCSPs, to automatically exchange information about
client financial accounts with tax authorities in other countries. These
initiatives made it much harder to hide money and assets for tax evasion.

e High-Profile Events: Global events like the release of the Panama Papers (a
2016 disclosure of 11.5 million confidential documents from the law firm
Mossack Fonseca, which revealed how offshore entities were being utilized
for tax evasion, money laundering, and the circumvention of international
sanctions by various global public figures and entities) brought immense
public scrutiny to the TCSP industry. These leaks exposed how corporate
structures could be used to facilitate tax evasion and money laundering on a
massive scale, leading to a worldwide push for tougher laws and
enforcement.

3. The Modern Professional:

Today, the TCSP industry is a far cry from its past. It is a highly professional and
heavily regulated sector. The modern TCSP's core role has shifted from being a
provider of secrecy to a "gatekeeper” of the global financial system. Modern
TCSPs are now at the forefront of the fight against financial crime. Advanced
technology and robust compliance systems are utilized to identify and report
suspicious activities. Industry reputation is directly tied to the ability to adhere
to the highest standards of ethics and regulation. TCSPs are now seen as essential
partners to legitimate businesses and individuals, offering expertise, not in
avoiding rules but in navigating them to achieve goals in a legal and transparent
manner.

In short, the industry has evolved from a relatively simple service provider to a
critical part of the global effort to ensure financial integrity and combat illicit
activities.

Key Services Offered by TCSPs Globally

While the core functions of TCSPs remain consistent, the specific services offered can
vary based on client needs, jurisdiction, and the complexity of the legal structures.
Here is a breakdown of the key services provided by TCSPs worldwide:



Corporate Formation and Administration

Company Incorporation: This is the process of setting up a new company,
including filing all necessary documents with the relevant government body
(like a Companies Registry or Companies House) and ensuring the new entity
is legally registered.

Registered Office Services: Providing a physical address for legal and official
correspondence, as required by law.

Directorships: Providing experienced professionals to act as the directors of
a company. This service is vital for demonstrating that the company is
effectively "managed and controlled" from within the jurisdiction, which is
often a legal or tax necessity. A director’s obligation is to act in the company’s
best interests and ensure the company meets all its legal and regulatory
duties.

Secretarial Services: Providing a company secretary to manage official
paperwork and legal filings. This involves maintaining the statutory registers
(such as shareholders, directors, and secretaries), drafting meeting minutes,
and drafting resolutions to formally record company decisions, ensuring that
all mandatory documents are submitted to Companies House accurately and
on time.

Maintenance of Corporate Records: Keeping official registers of
shareholders, directors, and other statutory and legal documents up-to-date
and in a secure location.

Trust and Fiduciary Services

Trust Establishment and Management: Creating and administering trusts
according to client instructions, whether for wealth preservation, asset
protection, or estate planning.

Trustee Services: Taking on the legal responsibility of managing trust assets
for the benefit of the beneficiaries. This is a critical role that requires a high
degree of trust and expertise.

Foundation Administration: Similarly to trusts, this involves the creation and
management of foundations, which are often used for philanthropic or
private purposes.

Regulatory Compliance and Reporting

Anti-Money Laundering (AML), Counter-Terrorism Financing (CTF), and
Counter-Proliferation Financing (CPF): Implementing robust policies and
procedures to prevent the use of corporate and trust structures for illicit
activities.

Customer Due Diligence (CDD) and Know Your Client (KYC): Performing
extensive checks to verify the identity of clients and the source of their
wealth. This is a crucial component of modern TCSP services.

International Tax Reporting: Ensuring compliance with global reporting
standards like FATCA and CRS by collecting and reporting financial
information to the relevant tax authorities.

Beneficial Ownership Registers: Assisting clients in complying with
regulations that require the disclosure of ultimate beneficial owners of



companies and trusts, thereby increasing transparency.

Specialized Financial Services

Corporate Governance: Advising companies on best practices for
management and oversight to ensure operations are conducted in an ethical
and transparent manner.

Fund Administration: Providing services for investment funds, including
accounting, valuations, due diligence requirements and investor relations. It
is important to note that in Gibraltar, this is a separately licensed activity
requiring specific authorization from the GFSC.

Escrow Services: Holding funds or assets on behalf of two parties in a
transaction until certain conditions are met, providing a secure and neutral
third party.

Special Purpose Vehicles (SPVs): Setting up and managing legal entities for a
specific, often temporary, purpose, such as a large project or a complex
transaction.

The Importance of TCSPs in Wealth Management and Corporate Structuring

TCSPs play a vital, dual role as both strategic advisors and operational partners in
the complex fields of wealth management and corporate structuring. The critical
knowledge and legal infrastructure needed to achieve a wide range of financial and
business objectives are provided by these entities.

In Wealth Management

TCSPs act as more than just service providers; they serve as crucial facilitators for
individuals and families seeking to secure and grow wealth legacies. The importance
in this area lies in:

Asset Protection and Preservation: Legal structures such as trusts and
foundations are established to legally separate assets from the original
owner. This protects wealth from potential risks such as personal liabilities,
legal disputes, political instability, or unexpected life events, ensuring that
assets remain intact for future generations.

Estate and Succession Planning: Planning for the transfer of wealth is a
primary concern for high-net-worth individuals. TCSPs assist in creating
clear, legally sound succession plans. The drafting and execution of trusts are
facilitated to ensure a smooth and private transfer of assets to beneficiaries,
bypassing lengthy and public probate processes.

Tax Efficiency and Compliance: While the global focus has shifted from
secrecy to transparency, expertise is still provided in structuring assets in a
tax-efficient manner. All structures are thoroughly vetted to ensure full
compliance with a complex web of international tax laws and reporting
requirements (like FATCA and CRS). This prevents legal issues and penalties
while ensuring tax obligations are managed responsibly.

In Corporate Structuring

For businesses, TCSPs are essential for navigating the complexities of the global
marketplace and maintaining a solid corporate foundation. The role is critical for:



e Global Expansion and Market Entry: When a company expands into a new
jurisdiction, the necessary legal entities can be quickly and efficiently
established. This includes registering the company, providing a local
registered office, and ensuring all local legal requirements are met, allowing
the business to enter a new market with a compliant footprint.

e Enhancing Corporate Governance: By providing professional,
independent directors and corporate secretaries, companies are assisted in
maintaining the highest standards of governance. This separation of
ownership and management ensures that corporate decisions are made in
the best interest of the entity itself, increasing transparency and
accountability for investors and regulators alike.

e Facilitating Complex Transactions: TCSPs are instrumental in complex
corporate activities, such as mergers, acquisitions, and joint ventures. Special
Purpose Vehicles (SPVs) can be set up and managed; these are legal entities
created for a single, specific purpose. These SPVs can isolate financial risk,
protect assets, or act as a neutral party in a deal, making intricate
transactions more manageable and secure.

e Meeting Compliance Obligations: Beyond initial setup, the ongoing
administrative and regulatory burdens of a company are handled. This
includes filing annual returns, maintaining corporate records, and ensuring
the company adheres to all AML, CTF, CPF, and beneficial ownership
reporting rules, thereby freeing the company's management to focus on core
business operations.

In essence, TCSPs serve as a bridge between the legal and financial worlds, providing
the structures and expertise that empower businesses to operate and wealth to be
managed in a secure, compliant, and strategic way.

Chapter 2: The Gibraltar Advantage: History, Geography, and
Financial Services

Geographical and historical context: Why Gibraltar?

Gibraltar's unique position as a leading financial hub for TCSPs is no accident; it is
the direct result of its unique geography and a long, stable history. Situated at the
very southern tip of the Iberian Peninsula, where the Mediterranean Sea meets the
Atlantic Ocean, Gibraltar's location has been of immense strategic importance for
centuries. This natural advantage made it a critical naval and trading post, and that
strategic value has carried through to the modern financial world.

The British Influence and Legal Stability

As a British Overseas Territory, Gibraltar benefits from a stable political and legal
environment. Unlike many other jurisdictions, it operates under the well-established
principles of English common law, which is familiar and trusted by international
businesses and investors. This legal continuity provides a secure foundation for
structuring trusts and companies, as clients can be confident in the predictability and
enforcement of legal contracts.

A History of Financial Services Excellence

Gibraltar has along-standing history as a respected financial services center. Its early



focus on international trade and shipping naturally evolved into a sophisticated
financial sector. Over the years, Gibraltar has built a strong reputation for expertise
in areas like:

Banking
Insurance
Investment management

Private client services

This wealth of experience, combined with a strong, independent regulator—the
Gibraltar Financial Services Commission (GFSC)—ensures that the jurisdiction
maintains high standards of compliance and integrity. While its relationship with the
European Union has changed since Brexit, Gibraltar has proactively worked to
maintain its alignment with international regulations and global standards, ensuring
its continued relevance as a reputable and compliant financial center.

This combination of geographical location, a trusted legal system, and a mature
financial services industry makes Gibraltar an ideal home for TCSPs and a secure
destination for international wealth management and corporate structuring.

Key advantages of Gibraltar as a jurisdiction for TCSPs

The unique combination of geography, history, and a robust legal framework makes
Gibraltar a highly attractive and competitive jurisdiction for TCSPs and their clients.
[t offers a number of key advantages that setit apartin the global financial landscape:

Robust English Common Law System: The bedrock of Gibraltar's legal
framework is English common law. This system is widely understood and
respected internationally, providing a high degree of predictability, security,
and certainty for legal and financial arrangements. For clients looking to
establish trusts or corporate structures, knowing that their affairs will be
governed by a trusted legal system is a significant advantage. The courts are
independent and experienced in handling complex international business
disputes, which further strengthens this appeal.

Stable and Compliant Regulatory Environment: The Gibraltar Financial
Services Commission (GFSC) acts as a strong, independent, and respected
regulator. It ensures that all financial service providers, including TCSPs,
operate with the highest standards of integrity and adhere to international
best practices. The GFSC has consistently demonstrated its commitment to
combating financial crime by implementing robust Anti-Money Laundering
(AML), Counter-Terrorist Financing (CTF), and Counter-Proliferation
Financing (CPF) rules.

This strict, yet business-friendly, regulatory environment gives TCSPs and their
clients confidence that they are operating in a reputable and globally compliant
jurisdiction.

Attractive Tax Neutrality: Gibraltar's tax framework is designed to be
highly competitive and attractive for international business. A key feature is
its tax neutrality, meaning that companies and trusts that are managed and
controlled outside of Gibraltar are not subject to local corporation tax. This
tax-efficient framework, coupled with the absence of capital gains tax,
inheritance tax, or wealth tax, makes it an excellent location for managing
cross-border assets and corporate structures. This is a major advantage for
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clients seeking to simplify their tax affairs and preserve their wealth legally.

o Access to Key Markets: Despite Brexit, Gibraltar has proactively worked to
secure its access to key markets. Its special status as a British Overseas
Territory, combined with ongoing efforts to forge new agreements with the
UK and other countries, ensures continued access for its financial services
sector. This flexibility allows TCSPs to serve a wide range of international
clients, reinforcing Gibraltar's role as a strategic gateway for global business.

e A Skilled and Experienced Workforce: As a long-established financial
center, Gibraltar has a deep pool of highly qualified professionals, including
lawyers, accountants, bankers, and financial analysts. This skilled local
workforce ensures that TCSPs can provide a high level of expertise and
bespoke services to their clients, from complex legal structuring to day-to-
day administrative management.

Gibraltar's position in the global financial landscape

Gibraltar has successfully carved out a unique and influential position in the global
financial landscape. It is not a large-scale financial hub like London or New York, but
rather a highly specialized and nimble one. Its strategic focus on a few key areas
allows it to provide a tailored, high-quality service that larger centers cannot always
match.

Gibraltar's reputation is built on a foundation of stability, compliance, and legal
certainty. By consistently adhering to international standards and regulations, it has
earned the trust of legitimate businesses and private clients worldwide. This
commitment to integrity is its primary asset and a core reason why it continues to
attract high-quality business.

The jurisdiction's primary specializations include:
e Private client wealth management
e International corporate structuring
e Insurance and reinsurance
e (Gaming and cryptocurrency regulation

This specialization allows TCSPs and other financial firms in Gibraltar to develop
deep expertise in their respective niches, offering highly sophisticated and efficient
solutions. While constantly adapting to the evolving global regulatory environment,
Gibraltar remains a compliant and reputable choice for international clients,
reaffirming its standing as a strategic partner in the global financial system.

Economic contribution of the financial services sector in Gibraltar

The financial services sector is the cornerstone of Gibraltar's economy, serving as
its largest and most important contributor. Its economic impact extends far beyond
the direct revenue it generates, creating a ripple effect that supports the entire local
community.

Significant Contribution to GDP: The financial sector, including banking,
insurance, and professional services, consistently accounts for a substantial
portion of Gibraltar's Gross Domestic Product (GDP).
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public services and infrastructure.

Major Employer: The sector is a major employer of Gibraltar's local
workforce, providing a wide range of highly skilled, well-paid jobs. These roles
are not limited to finance but also include legal, accounting, compliance, and
technology positions. This fosters a highly educated and professional workforce
that is a key asset to the jurisdiction.

Attracting Foreign Direct Investment (FDI): The presence of a mature and
reputable financial services industry acts as a magnet for foreign direct
investment. Businesses and individuals from around the world are more likely
to invest in a jurisdiction with a stable, compliant, and experienced financial
ecosystem.

Generating Tax Revenue: The high-value economic activity within the
financial sector generates significant tax revenue for the government. This
revenue is vital for funding public services and development projects, directly
benefiting the people of Gibraltar.

Support for the Wider Economy: The financial sector's success fuels other
parts of the economy, including law firms, accounting practices, technology
providers, and hospitality. By creating a demand for these ancillary services,
the industry ensures its positive impact is felt throughout the entire jurisdiction

apter 3: Regulatory Framework:

This chapter delves into the regulatory landscape that governs TCSPs in Gibraltar,
with a specific focus on the Gibraltar Financial Services Commission (GFSC).
Understanding the GFSC's mandate and operational principles is crucial for
appreciating the high standards of compliance and integrity that are a hallmark of
the jurisdiction.

The regulatory framework for TCSPs in Gibraltar is built on a foundation of robust
legislation and a coordinated national ecosystem. To understand professional
obligations, familiarity with the governing bodies and the three most significant
pieces of legislation is required.

Gibraltar’s Coordinated National Framework

Gibraltar operates a coordinated national AML/CFT/CPF framework. This system
involves the synchronization of supervisory authorities, intelligence units, and law
enforcement agencies to ensure the integrity of the financial center.

The National Regulatory Ecosystem:

Gibraltar Financial Services Commission (GFSC): The Supervisory Authority
responsible for licensing and regulating financial service providers. The GFSC
ensures that TCSPs maintain adequate systems and controls to mitigate financial
crime risks.

Gibraltar Financial Intelligence Unit (GFIU): The Central Intelligence Unit. The
GFIU is responsible for receiving, analyzing, and disseminating financial
intelligence. It serves as the hub for Suspicious Activity Reports (SARs).

National Coordinator for AML/CFT: A central authority responsible for
coordinating the national policy response to financial crime and ensuring that
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Gibraltar remains aligned with international standards set by the FATF.

¢ Royal Gibraltar Police (RGP) & Investigative Authorities: Law enforcement
agencies responsible for the investigation and enforcement of crimes related to
money laundering, terrorism financing, and other financial illicit activities.

e Gibraltar Regulatory Authority (GRA): The Data Protection Commissioner. The
GRA supervises how TCSPs handle personal data, ensuring compliance with the
Data Protection Act and GDPR.

Introduction to the GFSC and its Mandate

The Gibraltar Financial Services Commission (GFSC) is the sole regulator for all
financial services businesses in Gibraltar, including TCSPs. Its role is fundamental to
maintaining the jurisdiction's reputation as a well-regulated and compliant financial
center. The GFSC operates independently, and its primary mandate is to protect the
public and the financial integrity of Gibraltar.

The GFSC's core objectives are to:

e Promote Market Confidence: Ensuring that the financial services sector
operates with integrity and that the financial system remains sound, stable, and
resilient.

e Reduce Systemic Risk: Minimizing risks that could lead to the collapse or
significant distress of the financial system, ensuring that firms have adequate
capital and risk management to survive economic shocks.

e Promote Public Awareness: Educating and informing the public about the
financial services industry. This includes helping consumers understand the risks
and benefits of various financial products so informed decisions can be made.

e Protect the Good Reputation of Gibraltar: Maintaining the jurisdiction's
standing as a high-quality, transparent, and cooperative international finance
center. This is vital for attracting legitimate global business.

e Protect Consumers: Safeguarding customers and clients through strict, risk-
based supervision. This ensures firms act fairly and that mechanisms are in place
if issues arise.

¢ Reduce Financial Crime: Acting as a robust gatekeeper to prevent money
laundering, terrorist financing, and proliferation financing (AML/CFT/CPF), as
well as reducing the prevalence of fraud.

The GFSC’s mandate is a powerful statement of Gibraltar's commitment to being a
clean and transparent financial jurisdiction. It is not just a regulator, but a key pillar
in the jurisdiction's value proposition to international clients.

Licensing Requirements for TCSPs in Gibraltar

To operate legally in Gibraltar, a TCSP must be authorized by the GFSC and hold the
specific permissions required for its business activities. This process is an intensive,
rigorous, and evidence-based assessment designed to ensure that only reputable and
well-managed firms are permitted to practice in the jurisdiction.

Note: To review the complete application pack and official process, visit the GFSC's
website: GFSC Company Manager Application

The legal authority for these requirements is the Financial Services Act 2019,
which provides the GFSC with its power to authorize and regulate.

The key components of the permissions and supervision regime include:


https://www.fsc.gi/apply/company-manager

The "Fit and Proper” Test: A fundamental part of the application. The GFSC
assesses the honesty, integrity, and reputation of all key individuals involved in
the firm—including directors, senior management, and significant shareholders.
This test extends to professional competence and financial soundness to ensure
suitability to run a financial services business.

Demonstration of Resources and Systems: A prospective TCSP must prove it
has the necessary resources to run its business effectively. This includes having a
robust business plan, adequate financial capital, and professional indemnity
insurance to protect clients in case of a claim. The firm must also have a local
physical presence, with a clear organizational structure and proper governance
arrangements.

Robust Compliance Framework: The application process requires the TCSP to
have a comprehensive and well-documented compliance framework. This
includes having systems and controls in place to meet all Anti-Money Laundering
(AML), Counter-Terrorist Financing (CTF), and Counter-Proliferation Financing
(CPF) obligations, as well as to ensure data protection and proper client record-
keeping.

Ongoing Supervision: Once a permission is granted, it is not the end of the
process. The GFSC continuously supervises TCSPs through a risk-based approach.
This involves regular reporting, on-site inspections, and thematic reviews to
ensure that the firm continues to meet its regulatory obligations. Any material
changes to the firm's structure, ownership, or key personnel must be notified to
the GFSC and, in many cases, approved by them.

This strict licensing regime ensures that all TCSPs in Gibraltar are held to the highest
international standards, reinforcing the jurisdiction’s reputation for integrity and
professionalism.

Overview of Relevant Legislation

The regulatory framework for TCSPs in Gibraltar is built on a foundation of robust
and comprehensive legislation. The three most significant pieces of legislation for
the day-to-day operations of a TCSP are the Proceeds of Crime Act 2015 (POCA), the
Financial Services Act 2019, and the Financial Services (Fiduciary Services)
Regulations 2020. An understanding of these laws allows industry professionals to
navigate the specific legal obligations that TCSPs must follow to ensure compliance
and prevent financial crime.

1. The Proceeds of Crime Act 2015 (POCA)

POCA is the central piece of legislation in Gibraltar for combating money laundering
and terrorist financing. It places a direct legal obligation on TCSPs to act as
"gatekeepers" to the financial system. The key provisions of POCA for TCSPs include:

Customer Due Diligence (CDD): TCSPs are required to implement a risk-based
approach to customer due diligence. This means verifying the identity of clients,
understanding the source of their wealth, and identifying the ultimate beneficial
owners of any legal structures administered.

Suspicious Activity Reports (SARs): One of the most critical duties under POCA
is the requirement to report any suspicious activity to Gibraltar's Financial
Intelligence Unit (GFIU). This duty overrides any professional or contractual
confidentiality, making it a legal priority for all staff to raise concerns about
potential financial crime.
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e Internal Controls: Under POCA, TCSPs are required to implement and maintain
a robust internal control environment. This is not a "one-size-fits-all"
requirement; systems must be tailored to the specific nature, scale, and
complexity of the firm’s business. Key components include:

o The Money Laundering Reporting Officer (MLRO): A TCSP must
appoint a senior, competent individual as the MLRO. This person acts as
the central hub for all compliance matters. The MLRO must have sufficient
seniority, resources, and independent access to all client files and
transaction data to effectively investigate internal suspicions.

o Risk-Based Policies and Procedures: Firms must maintain a written
"Compliance Manual" that outlines how the firm identifies, assesses, and
manages risk. This includes clear instructions for staff on how to conduct
due diligence and the steps to take when a "red flag" is identified.

o Ongoing Staff Training: It is a legal requirement that all employees
receive regular training. This training must go beyond basic theory; it
must include how to recognize "red flags" specific to TCSP services and
the legal consequences of "tipping off" or failing to report a suspicion.

o Independent Audit Function: TCSPs are expected to have an
independent audit or review process to test the effectiveness of internal
controls. This ensures that the systems designed on paper actually work
in practice. This review must be conducted by a functionally independent
internal department or an external specialist possessing deep knowledge
of the Financial Services Act, POCA, and GFSC Guidance Notes, ensuring
the auditor is not involved in the daily operation of the systems being
tested.

o Record Keeping (The 5-Year Rule): TCSPs must maintain all client
records for the entire duration of the business relationship. Once the
relationship officially ends, a mandatory five-year document retention
period begins. Effectively, records are kept for the life of the relationship
plus an additional five years.

The full text can be accessed at: Proceeds of Crime Act 2015

2. The Financial Services Act 2019

The Financial Services Act 2019 (FSA 2019) is the umbrella law governing Gibraltar's
financial sector. It consolidated older laws into a single framework, dictating the
strict rules TCSPs must follow to operate.

e Mandatory Authorization: Providing TCSP services is a "regulated activity." It is
a criminal offense to operate without explicit Permissions granted under this Act.

e GFSC Supervision: The Act empowers the Gibraltar Financial Services
Commission (GFSC) as the supervisory body, granting it the authority to issue
permissions, inspect firms, enforce rules, and revoke permissions.

e The "Fitand Proper" Test: To protect market integrity, the GFSC rigorously vets
all directors, owners, and key officials of the TCSP to ensure they are competent,
honest, and financially sound.

e AML/CFT Integration: The Act works alongside anti-money laundering laws
(POCA). Strict compliance with AML, CFT, and CPF regulations is a mandatory
condition for operating.

e (Client Asset Protection: Firms must follow strict rules for handling client money


https://www.gibraltarlaws.gov.gi/legislations/proceeds-of-crime-act-2015-2348

and maintaining professional insurance, safeguarding assets against fraud or
financial failure.

The full text can be accessed at: Financial Services Act 2019

3. Financial Services (Fiduciary Services) Regulations 2020

These regulations specifically govern the conduct of TCSPs, setting out the detailed
rules and standards that a licensed firm must adhere to. They reinforce the principles
of the Financial Services Act and ensure the highest standards of professional
conduct. The key aspects of the regulations include:

e Principle-Based Regulation: The regulations are built on a set of core principles
that TCSPs must follow, such as acting with honesty and integrity, maintaining
adequate financial resources, and communicating clearly with clients.

e Governance and Oversight: TCSPs are required to have a robust corporate
governance framework. This includes having a board of directors that oversees
the firm with clear roles and responsibilities, as well as systems for risk
management and internal audits.

e (Client Asset Protection: The regulations contain specific rules on how TCSPs
must handle and safeguard client money and assets. This ensures that client funds
are segregated and protected from the firm's own liabilities, providing an
additional layer of security.

The full text can be accessed at: Financial Services (Fiduciary Services) Regulations
2020

These three pieces of legislation, combined with the oversight of the GFSC, form a
powerful and cohesive regulatory framework that ensures TCSPs in Gibraltar
operate in a secure, transparent, and legally compliant manner.

Supervisory Approach of the GFSC

The GFSC's approach to supervising TCSPs is highly proactive and risk-based,
designed to identify and address potential issues before they can harm clients or the
jurisdiction's reputation. Instead of a one-size-fits-all model, the GFSC tailors its
supervision to the specific risk profile of each firm.

The core components of the GFSC's supervisory approach include:

¢ Risk-Based Supervision: The GFSC assigns a risk rating to each licensed TCSP
based on factors such as the nature, scale, and complexity of its business, its client
base, and the effectiveness of its internal controls. Higher-risk firms receive more
frequent and intensive supervision.

e Ongoing Monitoring and Reporting: TCSPs are required to submit regular
financial and compliance reports to the GFSC. This continuous flow of information
allows the GFSC to monitor the firm's financial health and its adherence to
regulatory standards in real-time.

e On-Site Inspections and Reviews: The GFSC conducts regular on-site
inspections of TCSPs. These visits allow the regulator to review a firm's systems
and controls, examine its client files, and interview key personnel. The GFSC also
conducts thematic reviews, which focus on a specific risk area across a group of
firms to ensure consistent standards are being met.

e Proactive Engagement: The GFSC maintains an open and ongoing dialogue with
the TCSP industry. This includes regular meetings, workshops, and seminars to
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communicate new regulatory requirements, share best practices, and address
emerging risks. This proactive approach helps to foster a culture of compliance
and cooperation.

Enforcement Powers: Where a firm fails to meet its regulatory obligations, the
GFSC has a range of enforcement powers at its disposal. These can include issuing
public censures, imposing financial penalties, and, in severe cases, revoking a
firm’s permissions. These powers ensure that the GFSC's rules are taken seriously
and that non-compliant firms are held accountable.

This comprehensive supervisory model ensures that TCSPs in Gibraltar not only
meet their legal obligations but also operate with the highest standards of integrity,
reinforcing the jurisdiction's position as a well-regulated and trusted financial
center.

The Gibraltar National Risk Assessment (NRA) 2025

The National Risk Assessment (NRA) 2025 is the primary jurisdictional report
published by HM Government of Gibraltar. Produced by the National Coordinator for
AML/CFT, it serves as the authoritative evaluation of the threats and vulnerabilities
facing the Gibraltar financial center.

Core Subjects of the NRA 2025: The assessment provides a comprehensive analysis
of several critical risk areas, including:

Money Laundering (ML) and Terrorist Financing (TF): Evaluating how
different sectors may be exploited for illicit financial flows.

Proliferation Financing (PF): Assessing the risk of funds being utilized for the
development or acquisition of prohibited weapons.

Sanctions Circumvention: Identifying risks related to the evasion of
international financial sanctions.

Tax Crime: Analyzing vulnerabilities to domestic and international tax evasion.

Other Emerging Threats: Including Illegal Wildlife Trade (IWT), Human
Trafficking (HT), and risks associated with new technologies and virtual assets.

For TCSP professionals, the NRA is a mandatory reference. Regulatory standards
require that a firm’s Business Risk Assessment (BRA) and individual Customer Risk
Assessments (CRA) are aligned with these national findings. Understanding the NRA
ensures that a firm’s gatekeeping efforts are synchronized with the broader national
strategy for protecting Gibraltar's financial integrity.
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Part Two: Core Services and Structures

Chapter 4: Understanding Trusts

What is a Trust? Definition and Parties Involved

A trust is a legal arrangement where one person or entity, known as the Trustee,
holds and manages assets for the benefit of another person or group of people, called
the Beneficiaries. It is not a separate legal entity like a company, but rather a
relationship governed by the terms of a trust deed (the legal document that creates
the trust) and local laws.

The assets held in a trust can include anything of value, such as money, investments,
real estate, or even intellectual property. The key feature of a trust is that it separates
the legal ownership of the assets (which belongs to the Trustee) from the beneficial
ownership (which belongs to the Beneficiaries).

There are essential parties involved in every trust:

1. Settlor: This is the person or entity who creates the trust. The Settlor is the one
who "settles" assets into the trust, legally transferring them to the Trustee. The
Settlor determines the rules of the trust, including who the Beneficiaries are, how
the assets should be managed, and when the Beneficiaries can receive
distributions.

2. Trustee: The Trustee is the person or company who holds the legal title to the
trust assets and is responsible for managing them. This is a highly serious and
important role, and one that a TCSP often performs. A Trustee has a fiduciary duty
to always act in the best interests of the Beneficiaries. This means the terms of the
trust deed must be followed, assets must be managed prudently, and regular
accounts must be provided to the Beneficiaries.

3. Beneficiary: The Beneficiaries are the individuals or groups who will benefit
from the trust assets. They have a right to the income or capital of the trust,
depending on the terms set out by the Settlor. Beneficiaries can be a single person,
a group of people (like a family), or even a charity. The identity and rights of the
Beneficiaries are clearly defined in the trust deed.

4. Protector: While not legally required to form a trust, a Settlor often appoints a
Protector. The Protector acts as an independent overseer or safeguard to ensure
the Trustee is managing the trust according to the Settlor's intentions. The trust
deed usually grants the Protector specific powers, such as the authority to remove
and appoint Trustees, or the right to veto certain major decisions regarding the
trust assets.

In simple terms, a trust can be thought of as a safeguarded arrangement with strict
instructions. The Settlor is the person providing the assets, the Trustee is the legal
owner who holds and manages those assets according to the instructions, the
Beneficiary is the person who ultimately receives the benefit, and the Protector (if
appointed) acts as an independent monitor to ensure the instructions are followed
correctly.
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Figure 1: Visual of Trust Structure The diagram above illustrates a typical trust
arrangement: The Settlor transfers assets to the Trustee, governed by a Trust
Deed that acts as the legal "rulebook” defining how property is managed and
distributed. The Trustee assumes legal ownership, often utilizing a Private
Investment Holding Company to hold underlying assets like property or
portfolios. To guide the Trustee’s discretionary power, the Settlor provides a
confidential Letter of Wishes which includes specific instructions, such as funding
a beneficiary's university education or staggering distributions until a child
reaches a certain age. While not legally binding (ensuring the Trustee retains the
ultimate discretion required for the trust to be valid), this letter is a vital reference
that Trustees follow closely. Finally, based on the Trust Deed and Letter of Wishes,
the Trustee distributes income or capital to the Beneficiaries.

Key Types of Trusts

Trusts are highly versatile and can be structured in many different ways to meet
specific needs. The type of trust chosen depends on the Settlor's goals, such as asset
protection, estate planning, or tax management. While there are many variations,
they can be grouped into a few key types:

Discretionary Trusts

In a discretionary trust, the Trustee has full control and discretion over how and
when to distribute the income or capital to the Beneficiaries. The Settlor will name a
group of potential Beneficiaries, but none of them have an automatic right to receive
anything.

e Key Feature: The Trustee makes decisions based on the Beneficiaries' needs and
circumstances at the time of distribution.

e Best For: This type of trust is excellent for protecting assets from creditors or in



cases of family disputes. It also offers a high degree of flexibility for the Settlor and
Trustee to adapt to future, unforeseen events. For example, a Trustee can decide
to distribute money to a Beneficiary who needs funds for university tuition, while
deciding not to distribute funds to a wealthier Beneficiary in the same family.

Fixed Interest Trusts

Unlike a discretionary trust, a fixed interest trust gives the Beneficiaries a clear,
legally enforceable right to the trust's assets or income. The Trustee has no
discretion in this matter; they are legally bound to follow the instructions of the trust
deed.

e Key Feature: The rights of the Beneficiaries are fixed and defined from the start.
A common example is a trust where a Beneficiary (the "life tenant”) receives all
the income from the trust assets for their lifetime.

e BestFor: This type of trustis often used in estate planning to ensure that a specific
personreceives a steady stream of income while the capital is preserved for future
generations.

Charitable Trusts

A charitable trust is a trust created exclusively for a charitable purpose,
not for the benefit of private individuals. These trusts are subject to
specific laws and often receive favorable tax treatment.

e Key Feature: The purpose of the trust must be for the public benefit, and it cannot
have a profit motive.

e Best For: These trusts are used by individuals and companies to establish long-
term vehicles for philanthropy, supporting causes such as education, health, or
poverty relief.

Purpose Trusts

A purpose trust is a unique legal structure created for a specific, non-charitable
purpose rather than for the benefit of individuals. These trusts are not recognized in
many jurisdictions, but Gibraltar's laws specifically allow for them.

e Key Feature: There are no individual beneficiaries. Instead, the trust is legally
required to carry out a specific purpose. For example, a trust might be established
to hold shares in a company to ensure a specific business strategy is followed.

e Best For: They are most useful for corporate transactions and complex business
arrangements where there is a need for an independent vehicle to hold assets for
a specific objective.

Understanding the differences between these types of trusts is fundamental to
appreciating the value a TCSP provides to clients. The choice of trust depends on a
careful assessment of client goals and circumstances.

The Trustees Act 1895 and its Amendments in Gibraltar

While it may seem old, the Trustees Act 1895 remains the foundational law
governing trusts in Gibraltar. This legislation is a historical pillar, derived from
English law, that provides the core legal framework for a Trustee's powers, duties,
and responsibilities. Its longevity and stability are, in fact, key to providing legal
certainty for international clients.

The Act lays out the basic principles that a Trustee must follow and outlines the
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administrative powers they have, which are vital for the day-to-day management of
a trust. These powers include the ability to:

Invest Trust Assets: The Act provides general guidance on a Trustee's power to
invest trust funds, with a modern duty of care that requires acting prudently and
professionally.

Delegate Responsibilities: It permits a Trustee to delegate certain
administrative tasks, such as hiring an investment manager or a professional
accountant, which is crucial for modern, complex trusts.

Appoint and Retire New Trustees: The Act contains clear rules on how a Trustee
can be replaced or how a new one can be appointed. This ensures that the trust
can continue to operate smoothly even if a Trustee is unable to continue in the
role.

Deal with Debts and Liabilities: It sets out the rules for how a Trustee should
manage the trust's financial obligations and protect the trust property from
creditors.

Over the years, the original Act has been updated and amended by the Government
of Gibraltar to meet the demands of a modern, compliant financial center. These
amendments have been crucial for ensuring that Gibraltar's trust law remains
relevant and internationally respected. For example, amendments have been
introduced to:

Modernize the Law: Update archaic language and provisions to align with
modern financial practices and legal concepts.

Enhance Anti-Money Laundering (AML) Compliance: Introduce specific
obligations that align with global standards, particularly regarding due diligence
and client identification.

Facilitate Purpose Trusts: Gibraltar's law specifically allows for the creation of
non-charitable Purpose Trusts, a modern development that is a key part of its
legal framework and provides a unique value proposition for corporate
structuring.

In essence, the Trustees Act 1895 is the historical backbone of trust law in Gibraltar.
Its amendments have transformed it from a Victorian-era statute into a dynamic and
contemporary piece of legislation that ensures the jurisdiction remains at the
forefront of the global trust industry.

Practical Applications of Trusts in Wealth Planning and Asset Protection

Trusts are not just abstract legal concepts; they are powerful and flexible tools used
by individuals and families to achieve a wide range of practical financial and personal
goals. Here are some of the most common applications of trusts in modern wealth
planning and asset protection.

1. Succession and Estate Planning

One of the most frequent uses of a trust is to manage the transfer of wealth from one
generation to the next.

e Avoiding Probate: When a person dies, their assets typically go through a public
legal process called probate. This can be time-consuming, expensive, and
stressful for the family. By placing assets in a trust during the Settlor's lifetime, it
can be ensured that these assets are distributed directly by the Trustee upon
death, bypassing the probate process entirely. This provides a faster, more
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private, and more efficient transfer of wealth to heirs.

e Controlled Distribution: A trust allows conditions to be set on how and when a
beneficiary receives assets. For example, a trust might specify that a child
receives income from the trust until they reach the age of 25, at which point they
receive the capital. This prevents a young or financially inexperienced
beneficiary from receiving a large inheritance all at once.

2. Asset Protection

A well-structured trust can provide a significant degree of protection for a Settlor's
assets from various risks.

e Protection from Creditors: By legally separating assets from personal
ownership and transferring them to a Trustee, a trust can protect these assets
from future creditors or legal claims. This is particularly useful for business
owners and professionals who may face litigation.

e Divorce and Relationship Breakdown: In many jurisdictions, assets held
within a properly established trust are not considered personal assets and are
therefore protected from division in a divorce settlement. This can provide peace
of mind and financial security for families.

3. Providing for Vulnerable Beneficiaries

Trusts are an ideal way to provide for a person who may not be capable of managing
their own finances, such as a minor child, a person with a disability, or an elderly
relative. The Trustee can manage the assets and provide for the beneficiary's needs
throughout their lifetime, ensuring they are cared for without giving them direct
control of the funds.

4. Philanthropic and Charitable Giving

Charitable trusts are specifically designed for philanthropic purposes. They offer a
structured and long-term solution for donating to charities or for establishing a
charitable foundation. The Trustee ensures that the trust assets are used exclusively
for the charitable purpose outlined by the Settlor, providing a robust mechanism for
long-term giving.

5. Tax Planning

While trusts are no longer tools for secrecy, they remain an important part of legal
and ethical tax planning. They can be used to manage tax obligations in a transparent
and compliant manner. TCSPs advise clients on how to structure trusts to be
compliant with international tax reporting standards, ensuring that assets are
managed in the most efficient way possible while adhering to all global regulations.
This ensures that exposure to legal risk is minimized and that the correct amount of
tax is paid in the appropriate jurisdiction.

Chapter 5: Corporate Structures: Companies, Partnerships, and Foundations
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Companies: Types of Gibraltar Companies, Formation, Governance, and
Administration

A company is one of the most common and powerful legal structures managed by a
TCSP. Unlike a person, a company is a separate legal entity, meaning it has its own
rights and obligations, can enter into contracts, and can sue or be sued in its own
name. This separation provides a critical layer of protection for its owners, a concept
known as limited liability.

Types of Gibraltar Companies

Gibraltar law offers several types of corporate structures, but the most frequently
used for both local and international business are:

e Private Limited Company (LTD): This is the most common type of company
used in Gibraltar. Its key features are:

o Limited Liability: The liability of the shareholders is limited to the amount
of their investment in the company's shares. This means personal assets
are protected if the company experiences financial trouble.

o No Public Share Offering: A private limited company cannot offer its shares
to the public. Ownership is restricted and typically held by a small number
of people.

o Simpler Administration: Private limited companies have fewer regulatory
and reporting requirements compared to public companies.

e Public Limited Company (PLC): This type of company is designed for large-scale
businesses that intend to raise capital from the public.

o Shares for the Public: A PLC can offer its shares to the public and be listed
on a stock exchange.

o Minimum Capital: A PLC must have a minimum share capital before it can
commence business.

o Stricter Regulations: PLCs are subject to much stricter governance,
reporting, and auditing requirements to protect public investors.

e Company Limited by Guarantee: While less common for private wealth
management, this structure is typically used for non-profit organizations,
charities, or clubs. The members guarantee a specific amount of money if the



company is wound up, rather than holding shares.

Formation (Incorporation)

The process of forming a company in Gibraltar is straightforward, especially with the
assistance of a TCSP. The core steps involve:

1.

Name Reservation: A TCSP first checks the availability of the proposed company
name with the Gibraltar Companies House and reserves it.

Documentation: The TCSP drafts the company’s foundational legal documents:
the Memorandum of Association (stating the company's name, purpose, and share
capital) and the Articles of Association (the internal rules for the company’s
management).

Filing: All documents are then submitted to the Registrar of Companies at
Companies House. Once the Registrar is satisfied, a Certificate of Incorporation is
issued, at which point the company legally exists as a separate entity.

Governance and Administration

The ongoing management of a company is governed by its internal structure and by
law. A TCSP plays a vital role in ensuring this administration is handled correctly and
on time.

Governance: The company is run by its Directors. They are responsible for day-
to-day management and are legally bound to act in the company’s best interests.
The ultimate owners of the company are the Shareholders (or members), who
have the power to appoint and remove directors and vote on key company
decisions.

Administration: Ongoing compliance and administration are crucial to keeping
a company in good standing. These tasks include:

o Statutory Filings: Filing an Annual Return with Companies House to
confirm the company’s details.

o Record Keeping: Maintaining all legal registers, such as the Register of
Directors and Register of Shareholders, as well as the company's
accounting records.

o Company Secretary: This is a vital administrative role that a TCSP often
fills. The company secretary is responsible for ensuring the company
complies with all legal and statutory requirements.

In essence, a TCSP acts as a professional partner, providing the legal expertise and
administrative support needed to create and maintain a company throughout its
entire lifecycle.

Note: For a more detailed legal and practical overview, the "Gibraltar Private Limited Company
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can be accessed here: Gibraltar Private Limited Company Handbook (PDF)



https://www.gibraltarlawyers.com/uploads/PDF/GibraltarPrivateLimitedCompanyHandbook.pdf
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Partnerships: General Partnerships, Limited Partnerships (LPs),
Limited Liability Partnerships (LLPs)

Partnerships are another common business structure in Gibraltar, used when two or
more parties want to run a business together. Unlike a company, a partnership is
typically not a separate legal entity, and this distinction has significant implications
for liability. Partnerships are governed by specific legislation, such as the
Partnership Act, which outlines the rights and responsibilities of the partners.

Types of Partnerships

Gibraltar law provides for several types of partnerships, each with a different
balance of management control and personal liability.

e General Partnership: This is the most basic form of partnership. It is created
when two or more persons agree to carry on a business in common with a view
to profit.

o Unlimited Liability: The most important feature of a general partnership is
that all partners have unlimited liability. This means they are personally
responsible for all the debts and liabilities of the partnership. If the
partnership is unable to pay its debts, creditors can pursue the personal
assets of the partners to satisfy those debts.

o Joint and Several Liability: Partners are jointly liable for partnership debts,
meaning a creditor can sue all partners together. They are also severally
liable, meaning a creditor can sue any one partner for the full amount of
the debt, even if that debt was incurred by another partner.

o Administration: General partnerships are relatively simple to set up, with
no requirement for a public filing or formal incorporation. The
relationship is typically governed by a private partnership agreement.

e Limited Partnership (LP): A Limited Partnership is a hybrid structure that
includes two distinct types of partners:

o General Partner(s): The general partner(s) are responsible for the day-to-
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day management of the partnership. They have unlimited liability for all
the debts and obligations of the partnership. There must be at least one
general partner.

o Limited Partner(s): The limited partner(s) are passive investors. They
contribute capital to the partnership but are not involved in its
management. Their liability is limited to the amount of their capital
contribution. If they take part in the management of the partnership, they
can lose their limited liability status.

o Common Use: LPs are often used in private equity and venture capital
funds, where the fund manager acts as the general partner and the
investors are the limited partners.

e Limited Liability Partnership (LLP): The LLP is a more modern and
increasingly popular partnership structure that combines the best features of a
traditional partnership with the liability protection of a company.

o Separate Legal Entity: Unlike a general partnership, an LLP is a separate
legal entity. This means it can enter into contracts and own property in its
own name.

o Limited Liability: The key advantage of an LLP is that all partners benefit
from limited liability. This protects their personal assets from the debts
and obligations of the partnership. A partner is only liable for their own
negligence, not for the negligence of another partner.

o Flexibility: While providing limited liability, an LLP retains the operational
flexibility of a partnership, with a less formal management structure and
governance requirements than a company. This makes it a popular choice
for professional services firms such as lawyers, accountants, and
consultants.

In summary, TCSPs assist clients in choosing the right partnership structure based
on business goals, risk tolerance, and the desired level of management control. The
choice between a general partnership, an LP, and an LLP is a critical decision that
balances the benefits of collaboration with the need for personal liability protection.

Foundations: The Private Foundations Act and their use in
management (comparison with Trusts)

A foundation is a legal entity created to hold and manage assets for a specific
purpose. It is a unique structure that combines elements of both a company and a
trust, offering a powerful tool for wealth management and philanthropic planning.

Key Features of a Foundation

Unlike a trust, which is a legal relationship governed by a deed, a foundation in
Gibraltar is a separate legal entity in its own right, just like a company. This means it
can hold assets, enter into contracts, and sue or be sued in its own name. The legal
framework for this is Gibraltar's Private Foundations Act, which provides the
statutory basis for their creation and governance.

The key parties involved in a foundation are:

o Founder: The person or entity who provides the initial assets and establishes
the foundation.
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o Council: The managing body of the foundation, responsible for carrying out
its purpose. This is similar to a board of directors.

o Beneficiaries: Individuals or a class of people who benefit from the
foundation. However, unlike in a trust, the beneficiaries do not have an
equitable or proprietary interest in the foundation's assets.

PROTECTOR

Oversees the affairs of the foundation

BENEFICIARY

Creates Foundation
Legal Entity

BENEFICIARY

BENEFICIARY

CHARTER

Legal document containing
requlations & by-laws

COUNCIL

ASSETS

Use in Wealth Management

Foundations are increasingly used in modern wealth management for several
reasons:

o

o

Asset Protection: As a separate legal entity, a foundation provides a strong layer
of protection for assets, shielding them from personal liabilities, legal claims, or
political risks.

Succession Planning: A foundation can provide a clear and enduring structure
for the transfer of wealth across generations. Its existence as a separate legal
entity ensures continuity, even upon the death of the founder.

Corporate Governance: Foundations can be used to hold shares in a family
business, providing a formal governance structure that ensures the business is
managed according to the family's long-term vision.

Flexibility: The Private Foundations Act provides for great flexibility in a



foundation's purpose, from providing for family members to managing
philanthropic projects.

Comparison with Trusts

While a trust and a foundation can be used for similar purposes, their
fundamental legal nature is different.

This table highlights the key distinctions:
Feature Trust Foundation

Legal Status

A legal relationship, not
a separate legal entity.

A separate legal entity.
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Ownership of
Assets

Legal title held by the
Trustee.

Legal title held by the Foundation itself.

Beneficiary Beneficiaries have Beneficiaries have no equitable rights

Rights equitable rights over the over the assets; they are a class of
trust assets. people to benefit from the purpose.

Governing English common law and The Private Foundations Act (a

Law statute. specific statute).

Fiduciary The Trustee has a strict The Council has a duty to the

Duty fiduciary duty to the Foundation's purpose, which indirectly
beneficiaries. benefits the beneficiaries.

The choice between a trust and a foundation is a strategic one, often depending on
the jurisdiction, cultural preferences, and the specific goals to be achieved. TCSPs
play a crucial role in advising on which structure is the most appropriate for unique
circumstances.
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Other Common Legal Entities Administered by TCSPs in Gibraltar

Beyond the core structures of companies, partnerships, and foundations, TCSPs in
Gibraltar also administer a range of other legal entities designed for specific
purposes in international business and finance. These vehicles often provide a high
degree of specialization and flexibility.

Protected Cell Company (PCC)




A Protected Cell Company (PCC) is a specialized corporate structure, widely used in
Gibraltar's insurance and investment funds industries. It allows a single company to

legally separate its assets and liabilities into multiple distinct portfolios, known as
"cells."

o Legal Segregation: The most significant feature of a PCC is that the assets and
liabilities of each cell are legally protected from those of other cells. This "ring-
fences" each cell's assets, providing a high level of protection for investors or
policyholders in one cell from losses incurred by another.

o Core and Cells: The PCC has a "core" which holds the company's non-cellular
assets and liabilities. The cells, meanwhile, hold the assets and liabilities
specifically designated for each portfolio.

o Cost Efficiency: A PCC allows for the creation of multiple sub-funds or
insurance policies under a single corporate umbrella. This reduces the
administrative and set-up costs compared to incorporating a new company
for each fund or policy.

A Broking PCC - Structure

Services

Core provides services to the Cells;

Each Cell independently

concentrates on business
development, relying on the core
for PI, general services, IT, admin,
governance etc.

Note: Highlighting its leadership in this specialist area, Gibraltar is the only jurisdiction in
the world to have two books published exclusively on the subject of Protected Cell
Companies. Review available here: PCC Book Review

Private Trust Company (PTC)

A Private Trust Company (PTC) is a specific type of company incorporated for the

30


https://www.gia.gi/insurance-entities/protected-cell-companies/pcc-book-review

sole purpose of acting as the trustee for one or more trusts of a single family or a
group of closely related families. It is not licensed to provide trustee services to the

public.

o

Flexibility and Control: The primary advantage of a PTC is that it gives the
family or the settlor a high degree of control over the administration of their
trusts. The family can appoint its own members or trusted advisors as
directors of the PTC, who then make the day-to-day decisions regarding the
trust assets.

Centralization and Confidentiality: A PTC centralizes the administration of
multiple trusts under a single corporate entity, which can be more efficient
and provide a higher level of confidentiality than using a public corporate
trustee. It also simplifies the succession of the trustee role.

Professional Administration: While the family controls the PTC, a TCSP is
still required to provide the administrative services for the PTC itself,
ensuring it complies with all legal, regulatory, and reporting requirements in
Gibraltar. This includes anti-money laundering (AML) and corporate
governance obligations.

Special Purpose Vehicles (SPVs)

A Special Purpose Vehicle (SPV) is a legal entity created for a single, specific, and
often temporary purpose. While an SPV can be any type of entity (like a company or
trust), TCSPs often set them up to facilitate complex financial transactions in
Gibraltar.

o

Securitization and Financing: SPVs are commonly used in securitization
transactions, where they buy assets (like a pool of mortgages) and issue bonds
to investors. The SPV’s sole purpose is to hold these assets and pay interest to
the bondholders from the cash flow generated by the assets.

Risk Management: The use of an SPV legally isolates the financial risk of a
specific project or transaction from the parent company's balance sheet.

TCSPs are uniquely positioned to manage these and other specialized legal entities,
providing the tailored solutions needed to achieve complex financial and legal
objectives in a compliant manner.

Special Purpose
Vehicles

Risk sharing

Securitization Asset transfer Property sale
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Chapter 6: The Mechanics of Service Provision

Company Formation and Registration: Step-by-Step Process

The process of forming a new company in Gibraltar is a precise and regulated
procedure. A TCSP guides the client through each step, ensuring that the new legal
entity is properly structured, registered, and compliant with all local laws and
regulations from the very beginning.

1.

Client Consultation and Due Diligence (KYC/CDD):The process begins with
a detailed consultation. The TCSP meets with the client to understand
objectives such as the purpose of the company, intended business activities,
and ownership structure. This is immediately followed by a robust due
diligence process, which is a key part of the TCSP's compliance role. The TCSP
verifies the identity of all key individuals (beneficial owners, directors, etc.)
along with the source of their funds and the source of wealth, in accordance
with anti-money laundering (AML) regulations.

Name Reservation: The TCSP submits an application to the Gibraltar
Companies House to reserve the proposed company name. The name must be
unique and not conflict with existing registered company names. Once
approved, the name is reserved for a limited period, during which the
incorporation process must be completed.

Drafting of Constitutional Documents: The TCSP's legal and compliance
teams prepare the core documents that will govern the company's existence
and operations.

o Memorandum of Association: This document specifies the company's
name, its registered address in Gibraltar, and its purpose. For a
private limited company, it also states the liability of members is
limited.

o Articles of Association: This is the company's rulebook. It sets out the
internal regulations for how the company will be managed, including
the rights and duties of directors and shareholders, procedures for
meetings, and the process for share transfers.

Filing and Submission: The completed and signed constitutional documents,
along with the application forms, are submitted to the Registrar of Companies
at the Gibraltar Companies House. The TCSP ensures that all required fees are
paid and that the submission is complete and accurate.

Issuance of Certificate of Incorporation: Once the Registrar of Companies
reviews and approves the submission, a Certificate of Incorporation is issued.
This certificate is the legal birth certificate of the company; upon its issuance,
the company officially comes into existence as a separate legal entity.

RUBOR Submission: Immediately following incorporation, the company is
legally required to submit the verified details of its Ultimate Beneficial Owners
(UBOs) to the centralized, private register held by the Finance Centre
Department. This filing fulfills the mandatory requirements of the 2017 RUBOR
Regulations.

Post-Incorporation Formalities: With the company now legally registered,
the TCSP completes the final administrative steps to make it operational. This
includes:

o Preparing and issuing share certificates to the shareholders.
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O

Maintaining the company's statutory registers, such as the Register
of Directors and the Register of Shareholders.

Obtaining the company's seal and preparing any other necessary
corporate stationery.

Assisting in opening corporate bank accounts.

Once these steps are completed, the TCSP will continue to provide ongoing
administration, ensuring the company remains in good standing through regular
compliance filings, record keeping, and corporate governance support.
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Company Secretarial Services: Maintaining Statutory Records, Board Meetings,

Annual Returns

After a company is formed, its ongoing legal and administrative compliance is crucial.
This is the primary role of a Company Secretary. While a TCSP may not always
provide a human director, a professional company secretary is almost always
provided to ensure all statutory duties are met. This service goes far beyond simple

administration; it is a critical function for maintaining a company's good standing

and governance.

e Maintaining Statutory Records: The Company Secretary is legally responsible
for maintaining the company's official books and records. These are not just
internal documents; they are a public record of the company's legal status. Key
records include:

O

O

Register of Directors: A list of all current and past directors.

Register of Shareholders/Members: A record of the company's owners
and their shareholdings.

Register of Charges: A log of any mortgages or legal charges on the
company's assets.

Minute Books: A permanent record of all board and shareholder
meeting decisions.

e Board Meetings and Governance: The Company Secretary works closely with
the directors to ensure effective governance. A core responsibility of this role is
ensuring that the business of the company is conducted in strict accordance with
its Memorandum and Articles of Association (M&A) and legal obligations.

e Specific activities includes:

O

Convening Meetings: Sending formal notices of board and
shareholder meetings.

Preparing Agendas and Papers: Compiling all necessary documents
for directors to review before meetings.

Drafting Minutes: Recording the discussions and decisions made at
meetings. These minutes are a vital legal record of the directors
fulfilling their duties.

Resolutions: Assisting in drafting and formally recording board and
shareholder resolutions to document key decisions.

e Annual Returns and Filings: The Company Secretary ensures the company
complies with all mandatory annual filings to the Gibraltar Companies House and
other relevant authorities. These include:

o Annual Return: An annual submission that updates the public register



with key company information, such as the registered office,
directors, and share capital.

o Filing of Financial Statements: Ensuring the company's financial
statements are filed with Companies House on time.

o Change Filings: Promptly notifying the Registrar of any changes, such
as a change of directors, shareholders, or the registered office.

By providing these services, a TCSP acts as a vital guardian of a company's legal
integrity, protecting it from penalties, fines, and reputational damage that can result
from non-compliance. This ongoing support distinguishes a professional TCSP from
a simple incorporation agent.

Registered Office Services: Importance and Requirements

Every company is legally required to have a registered office, which acts as its official,
public-facing address. This is not just a mailing address but the company's official
'legal home," serving as the primary point of contact for legal and official
communications. For companies incorporated in Gibraltar, this address must be
located within Gibraltar.

Importance of a Registered Office

The registered office is a critical element of a company's legal existence. Its
importance stems from several key functions:

Legal Compliance: The requirement to have a registered office is mandated
by corporate law. Without a valid registered office, a company cannot be
incorporated or maintain its legal status.

Official Communication: This is the address where all legal notices,
government correspondence from agencies like Companies House or tax
authorities, and court documents are delivered. Failure to receive these
important communications can lead to penalties, fines, and serious legal
issues for the company and its directors.

Public Access: The registered office address is publicly available
information, often displayed on the Companies House register. This provides
transparency, allowing the public, creditors, and business partners to verify
the company's official address and serve legal documents if necessary.

Jurisdictional Requirement: For TCSPs, providing a registered office
service is a foundational part of establishing a company in a specific
jurisdiction. It serves as proof that the company has a physical presence and
is subject to the laws and regulations of that jurisdiction.

Key Requirements

A registered office must adhere to specific legal requirements to be valid:

Physical Address: The address must be a genuine, physical location, not just
a Post Office box or an empty plot of land. It must be able to receive mail and
legal notices in person.

Accessibility: The office must be accessible to the public and open during
normal business hours. This ensures that legal documents can be served

properly.

Proper Signage: In some jurisdictions, the company's name may need to be
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displayed at the registered office address.

A TCSP provides this service by making its own professional address available to the
companies it administers. This ensures that the company always has a compliant
address and that all official correspondence is received, logged, and forwarded to the
relevant parties, providing an essential layer of administrative and legal protection.

The Risks of Providing a Standalone Registered Office Service

While providing a registered office is a core TCSP function, offering this service on a
standalone basis—without providing other administrative or directorship
services—is considered a very high-risk activity. The primary risks include:

e Lack of Visibility: When a TCSP only provides an address, there is little to
no insight into the company's actual business activities, its transactions, or
who is truly controlling it. This makes it nearly impossible to conduct
effective ongoing monitoring and fulfill AML gatekeeping responsibilities.

e Facilitating Illicit Activity: This lack of oversight can make the TCSP's
address an attractive tool for those looking to create opaque shell companies.
These entities can then be used for illicit purposes, such as money
laundering, tax evasion, or sanctions busting, creating a veneer of legitimacy.

¢ Reputational and Regulatory Damage: Regulators view the "address-only"
model with intense scrutiny. If a company registered at the TCSP's address is
implicated in a scandal, it can cause severe reputational damage to the TCSP
by association. It also creates a significant risk of regulatory fines and
penalties for failing to manage financial crime risks effectively.

For these reasons, most reputable TCSPs in Gibraltar will only provide a registered
office as part of a wider package of administrative services, ensuring sufficient
oversight is maintained to meet legal and regulatory obligations.

Directorship Services

While the Company Secretary manages the administrative records, the TCSP often
provides professional directors to manage the company itself. This is a high-level
fiduciary role where the TCSP takes on the legal responsibilities and liabilities of
running the entity.

The Role of a Professional Director:

e Mind and Management: The primary role of a professional director is to
ensure that the "mind and management" of the company is exercised within
Gibraltar. This means that key decisions are made locally, which is essential
for the company to be considered a tax resident of Gibraltar.

e Fiduciary Duty: Directors are legally required to act in good faith and in the
absolute best interest of the company, independent of the shareholders’
personal interests.

e Statutory Compliance: The director ensures the company adheres to the
Gibraltar Companies Act 2014 and its own Articles of Association.

e Decision Making and Oversight: Directors review and sign off on all major
contracts, financial transactions, and corporate actions. They do not simply
"rubber stamp" documents; they must demonstrate that the transaction has
been understood and questioned before approving it.

e Board Meetings: Directors attend formal board meetings where corporate



strategy is discussed and recorded in official minutes.

e Risk Management: The director acts as a final check, ensuring that any
activity the company engages in does not breach local laws or international
sanctions.

By providing professional directors, the TCSP ensures that the client's company is
managed with a high degree of professionalism, transparency, and legal integrity.

Nominee Services: Understanding Their Role and Implications

Nominee services are a traditional service provided by TCSPs that involve
appointing a third party to act as the legal owner or official representative of a
company or asset on behalf of its true owner. This third party is known as the
nominee, and can serve in various capacities, most commonly as a nominee
shareholder or nominee partner.

The Role of a Nominee: Nominee Shareholder

The purpose of using a nominee is to provide a layer of privacy and confidentiality
for the beneficial owner by legally separating public ownership from true economic
control. The Beneficial Owner retains all actual wealth, receives all dividends and
profits, and holds ultimate decision-making power. To maintain the Beneficial
Owner's confidentiality on public registers and official documents, a Nominee
Shareholder is appointed to hold the legal title to the shares. While the nominee's
name appears on the Companies House share register as a privacy shield, they serve
merely as the legal owner of record. They have no independent economic claim to
the company assets and are strictly bound by a nominee agreement to act exclusively
on the Beneficial Owner's instructions.

Legal and Ethical Implications While nominee services have been used for
centuries, their use has evolved significantly due to a global shift toward greater
transparency. It is crucial to understand that nominee services are a legitimate tool
when used for the right reasons, but they are not a means to evade legal obligations.

1. Transparency vs. Privacy: The use of nominee services for privacy has been
balanced by new laws requiring transparency. Modern regulations, such as
Beneficial Ownership Registers, require TCSPs to identify, verify, and report
the identity of the ultimate beneficial owner to a central government
authority. This means that while a nominee's name may be on a public record,
authorities and law enforcement can easily identify the person behind the
structure.

2. Fiduciary Duty: The relationship between a nominee and a beneficial owner
is governed by a nominee agreement and the nominee's fiduciary duty. The
nominee is legally bound to act only on the instructions of the beneficial
owner and must not use the company or assets for their own benefit. This
legal framework protects the beneficial owner and holds the nominee
accountable.

3. Combating Illicit Finance: TCSPs, acting as gatekeepers, are required to
conduct thorough Know Your Client (KYC) and Customer Due Diligence (CDD)
checks on both the nominee and the beneficial owner. This ensures that
nominee services are not used to facilitate illegal activities such as money
laundering, tax evasion, terrorist financing, and proliferation financing. The
ability to identify the ultimate beneficial owner is a critical tool in the global
fight against financial crime.

In short, nominee services allow for privacy and administrative convenience, but
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they do not provide a veil of secrecy. TCSPs provide this service with a clear
understanding of legal obligations, ensuring all parties remain compliant with both
local and international regulations.

37



Part Three: Operational Excellence and Compliance

Chapter 7: Operations, Processes, and Team Roles

Defining Operational Workflows Within a TCSP

The success of a TCSP depends not just on its legal expertise but also on the efficiency
of its internal operations. Operational workflows are the step-by-step processes that
ensure services are delivered accurately, on time, and in full compliance with
regulations. For a TCSP, these workflows are the backbone of its business, managing
everything from initial client contact to the long-term administration of complex

structures.

Key Stages of a TCSP's Operational Workflow A TCSP's operations can be divided
into several core workflows, each with its own specific procedures and purpose:

1. Client Onboarding and Due Diligence: This is the critical first step. The
workflow starts when a new client makes an inquiry. The process is designed
to be thorough and efficient, and it includes:

O

Initial Inquiry and Proposal: The Relationship Manager meets with
the client to understand their needs and proposes a suitable
corporate or trust structure.

Risk Assessment: The TCSP's Compliance team assesses the client's
risk profile based on country of residence, profession, and source of
wealth, etc.

Document Collection: The client provides all necessary KYC (Know
Your Client) documents, such as certified copies of passports, proof
of address, and professional references.

Source of Wealth Verification: This process identifies the origin of the
client’s entire body of wealth. It is a "big picture" look at how the
client accumulated their total net worth over time—for example,
through a lifetime of successful business exits, inheritance, or a long-
term professional career.

Source of Funds Verification: This process identifies the origin of the
particular funds involved in the specific business relationship. It
answers the question of how the money for a specific transaction was
generated, such as from the sale of a particular property, a dividend
payment, or a monthly salary.

Final Approval: Once all checks are completed and approved, the
client is officially accepted.

2. Company and Trust Administration: This is the ongoing, day-to-day
management of client entities. The workflows here are repetitive and
essential for maintaining legal good standing. They include:

O

Statutory Filings: Filing annual returns, financial statements, and
changes in company officers with Companies House.

Record Management: Updating and maintaining all legal registers,
such as the Register of Directors and Register of Shareholders.

Bank Account Management: Assisting with the opening of corporate
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bank accounts and monitoring transactions.

o Invoicing and Fee Collection: Managing the billing and payment
processes for the TCSP's services.

3. Compliance Monitoring and Reporting: This workflow runs in parallel
with all other operations. It is a continuous process designed to identify and
mitigate risks. Key activities include:

o Ongoing Due Diligence: Periodically reviewing client files to ensure
information remains current and accurate.

o Transaction Monitoring: Scrutinizing the financial activities of client
entities for any suspicious patterns or transactions.

o Tax Reporting: Preparing and submitting required reports to
international tax authorities under frameworks like CRS and FATCA.

o Suspicious Activity Reporting (SAR): If a suspicious transaction or
activity is identified, a formal report is filed with the relevant
financial intelligence unit.

Team Roles and Responsibilities Efficient workflows are only possible with a clear
division of roles. Within a TCSP, key teams work together:

o Relationship Managers: The first point of contact for clients. They
understand client needs, manage the relationship, and oversee the entire
process from start to finish.

o Administration Team: Handles day-to-day administrative tasks, from
drafting minutes of meetings to preparing and submitting annual filings.

e Compliance Team: The compliance officers are the "gatekeepers." They
conduct all KYC/CDD checks and are responsible for monitoring for and
reporting any potential financial crime.

By defining these workflows and assigning clear responsibilities, a TCSP can ensure
that every client and every entity managed is handled with the utmost precision,
professionalism, and compliance, strengthening the firm's reputation and protecting
clients from legal risk.

Typical Team Structures and Organizational Charts

A TCSP's organizational structure is designed to support its operational workflows
and ensure that each part of the business, from client-facing services to back-office
administration, runs seamlessly. While a TCSP will have a standard executive
leadership team (e.g., CEO, CFO, COO0), the structure described here focuses on the
key operational departments responsible for day-to-day client service.

Though specific names and sizes of these teams may vary, a typical TCSP is organized
into several key departments, each with a specialized function.

1. Client Relationship Management (CRM) Team This team is the central point of
contact for all clients, acting as the face of the organization. The primary goal is to
ensure client satisfaction and foster long-term relationships by serving as a liaison
between the client and the specialized administration teams.

¢ Key Responsibilities:

o Client Onboarding: Guiding new clients through the initial setup
process, gathering information, and coordinating with the
Compliance team.
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O

Client Communication: Managing all ongoing communication with
clients, addressing inquiries, and providing updates.

Relationship Nurturing: Acting as a trusted advisor, understanding
the client's evolving needs, and identifying opportunities for
additional services.

Service Coordination: Ensuring that all client requests are smoothly
and efficiently passed to the correct internal department for action.

2. Corporate Administration Team This team is the engine of the TCSP's company
formation and management services. The primary focus is on ensuring all companies
on the books are legally compliant and well-administered.

¢ Key Responsibilities:

O

O

Incorporation: Handling the full lifecycle of company formation, from
name reservation to the issuance of the Certificate of Incorporation.

Statutory Filings: Submitting annual returns, financial statements,
and change of director/shareholder forms to the relevant
government authorities.

Record Keeping: Maintaining statutory registers, minute books, and
other corporate records in a secure and organized manner.

Board Support: Assisting with the preparation of board resolutions and
meeting minutes.

3. Trust Administration Team This team is dedicated to the establishment and
ongoing management of trusts and foundations. The role is highly fiduciary,
requiring a deep understanding of trust law and a commitment to acting in the best
interest of beneficiaries.

¢ Key Responsibilities:

O

Trust Establishment: Drafting and executing trust deeds based on
client instructions.

Asset Management: Overseeing the assets held within a trust, from
real estate to financial portfolios.

Distributions: Managing the distribution of income and capital to
beneficiaries according to the trust deed's terms.

Beneficiary Relations: Acting as the primary point of contact for
beneficiaries and ensuring their needs are met.

4. Compliance Team The Compliance Team is the TCSP's "first line of defense”
against financial crime. This team operates independently and its role is to enforce
regulatory requirements and manage the firm's risk.

¢ Key Responsibilities:

O

Registration: Maintaining the firm’s regulatory Permissions under
the Financial Services Act 2019 and ensuring all regulated
individuals meet "fit and proper" standards.

Policy Management: Developing and maintaining the firm's
Compliance Manual and internal policies to ensure alignment with
current Gibraltar legislation and GFSC Guidance.

Resources: Ensuring the firm possesses the specialized personnel,
expertise, and technological systems required to effectively mitigate
the risks of its specific client base.
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o Risks: Conducting a comprehensive Business Risk Assessment (BRA)
and individual Customer Risk Assessments (CRA) to evaluate
potential threats and determine the appropriate level of due
diligence.

o Onboarding & CDD: Performing Customer Due Diligence (CDD) to
identify and verify the identity of all customers and Ultimate
Beneficial Owners (UBOs) using independent source documents.

o Source of Wealth (SoW): Verifying the origin of the entire body of
wealth of the customer to understand how their total net worth was
accumulated over time.

o Source of Funds (SoF): Verifying the origin of the particular funds or
assets which are the subject of the specific business relationship or
transaction.

o Transaction Monitoring: Conducting ongoing monitoring of
transactions to detect patterns that are unusual or inconsistent with
the established customer profile.

o Reporting: Promptly filing Suspicious Activity Reports (SARs) with
the Gibraltar Financial Intelligence Unit (GFIU) when a suspicion of
financial crime is formed.

o Records: Maintaining a full audit trail of all due diligence and
transaction records for at least five years post-relationship, ensuring
they are available for immediate retrieval.

o Staff Training: Providing regular training to all employees on
recognizing "red flags" and understanding their legal obligations
regarding reporting and the prevention of "tipping off."

5. Accounting and Finance Team This team handles all financial aspects of the
TCSP's operations and provides accounting services to client entities.
¢ Key Responsibilities:

o Billing and Invoicing: Managing the billing cycle for all client services.

o Bookkeeping: Keeping meticulous records of all financial transactions
for the TCSP and its client entities.

o Financial Reporting: Preparing financial statements, management
accounts, and other reports for both internal and external purposes.

o Tax Compliance: Assisting with tax calculations and ensuring timely
payments.
A Simplified Organizational Chart
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Visualizing these teams in an organizational chart helps to understand how they
work together to support a client from start to finish. A circular model, rather than a
traditional top-down hierarchy, highlights the collaborative and interconnected
nature of the different departments.

At the very center of this structure is the CRM Team. Their position is intentional, as
they serve as the first point of contact and the central hub for all client needs. The
CRM team receives client requests and then expertly coordinates with the other
specialized departments—Corporate Administration, Trust Administration, Legal,
and Accounting & Finance—to ensure the work is completed correctly.

Encircling all the other departments is the Compliance Team. This visual
arrangement is crucial, as it represents how compliance is not just one step in a
process, but a responsibility that touches every aspect of the business. The
Compliance Team oversees and guides every action taken by the other teams, from
initial client onboarding to transaction monitoring and regulatory reporting. This
model effectively illustrates that every employee, regardless of their specific role,
acts as a "gatekeeper” and must adhere to compliance protocols at all times.

This chart demonstrates that success is rooted in a collaborative workflow where
client needs are met efficiently, and all operations are conducted within a robust and
ever-present compliance framework.

Clear Delineation of Individual Responsibilities and How They Contribute to Team
Goals

In a TCSP, every team member’s role is clearly defined to ensure operational
excellence and the highest standards of service. Individual responsibilities are not
isolated tasks but are integral to the achievement of broader team and company
goals. Here is a breakdown of how each role contributes to overall success.

Client Relationship Management (CRM) Team
¢ Individual Responsibility: Each Relationship Manager (RM) is a dedicated point



of contact responsible for a portfolio of clients. The work involves understanding
each client’s unique needs, proactively communicating updates, and coordinating
all services to ensure a seamless client experience.

Contribution to Team Goals: RMs are the frontline of client satisfaction.
Individual success in fostering trust and delivering exceptional service directly
contributes to the team's goal of client retention and relationship nurturing. By
identifying opportunities for new services, growth objectives are also supported.

Corporate Administration Team

Individual Responsibility: Administrators are responsible for the meticulous
legal and administrative management of assigned companies. This includes the
timely preparation and filing of all statutory documents, maintaining official
registers, and ensuring every company under their care remains in good standing.

Contribution to Team Goals: The primary goal of this team is legal compliance
and precision. Careful work prevents fines, penalties, and reputational damage.
Collective attention to detail ensures the entire portfolio of client companies is
legally sound, which is a core value proposition of the TCSP.

Trust Administration Team

Individual Responsibility: Trust Administrators carry the fiduciary duty of
managing specific trusts and foundations. They are responsible for overseeing
asset management, preparing distributions to beneficiaries, and ensuring every
action is in strict accordance with the trust deed and all legal requirements.

Contribution to Team Goals: The core goal is to uphold the highest standards of
fiduciary care. Diligence and integrity directly contribute to the team's reputation
as a trustworthy and reliable trustee, which is paramount for client confidence
and asset protection.

Compliance Team

Individual Responsibility: Compliance Officers are the firm's gatekeepers. They
perform rigorous KYC and CDD checks, monitor transactions for suspicious
activity, and stay up-to-date on evolving regulations to protect the firm from legal
risk.

Contribution to Team Goals: The team's overarching goal is to be the first line
of defense against financial crime. Vigilant work in risk management and
regulatory enforcement ensures the firm operates within the legal framework,
protecting the entire business and its clients from illicit activities.

Accounting and Finance Team

Individual Responsibility: Accountants and finance officers handle all financial
aspects of the TCSP and its client entities. This includes accurate billing,
meticulous record-keeping, and the preparation of all financial reports.

Contribution to Team Goals: The team’s goal is to ensure complete financial
accuracy and transparency. Precise work ensures timely payments, correct
reporting, and proper tax compliance, which is essential for the financial health
and integrity of both the firm and the companies it serves.

Inter-departmental Collaboration and Communication Protocols

Given the complexity of TCSP services, no single team operates in isolation. Success
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hinges on seamless, cross-functional collaboration and clear communication. This
ensures that every client's needs are met efficiently and that rigorous compliance
standards are maintained at all times.

Key Areas of Collaboration

Client Onboarding (CRM, Compliance, & Admin): This is the most critical
example of collaboration. The CRM team initiates the process by gathering initial
client information. The client file is then handed off to the Compliance team, which
performs deep due diligence checks. Once compliance approves, the file is
transferred to the Administration team (either Corporate or Trust), which then
begins the legal formation and administrative work. Effective communication
between all three teams is vital to prevent delays and ensure a smooth client
experience.

Ongoing Client Management (All Teams): Once a client is established,
collaboration continues. A Relationship Manager might receive a request from a
client to change the company's directors. This single request requires the CRM
team to log the request, the Corporate Administration team to prepare the legal
documents, the Compliance team to conduct due diligence on the new director,
and the Accounting team to bill for the service. All of this must be coordinated and
tracked.

Risk Management and Reporting (Admin & Compliance): The Administration
teams are often the first to notice unusual activity in a client's file or transactions.
They are responsible for flagging these concerns to the Compliance team. This is
a crucial communication protocol for upholding the firm's role as a "gatekeeper”
against financial crime.

Communication Protocols and Tools For this collaboration to be effective, a TCSP
relies on established communication protocols, which can be both formal and
informal:

e Formal Protocols:

o Centralized Platforms: Using a single, secure platform for all client
files, documents, and communication logs. This ensures every team
member is working with the most up-to-date information and
provides a clear audit trail.

o Standardized Procedures: Following documented procedures for
client handoffs, request approvals, and reporting. This reduces errors
and ensures consistency across all cases.

o Formal Meetings: Regular inter-departmental meetings (e.g., weekly
compliance reviews, monthly operational planning) to discuss
complex cases and align on strategy.

o Informal Protocols:

o Direct Communication: Encouraging open and direct communication
between team members—for example, a quick call from an
administrator to a compliance officer to clarify a detail about a client.

o Clear Escalation Paths: Having clear guidelines on when an issue needs
to be escalated to a manager or a senior compliance officer.

By fostering an environment of open communication and using structured
workflows, a TCSP ensures that the entire organization works as a cohesive unit to
serve clients with precision, professionalism, and integrity.
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Process Mapping for Key Operational Activities: Examples

To ensure efficiency, consistency, and compliance, TCSPs use process mapping to
create a visual representation of core operational workflows. These maps serve as a
guide for all team members, clarifying roles, identifying bottlenecks, and ensuring
every step adheres to regulatory requirements. This section provides a detailed
breakdown of what a process map for key activities looks like.

1. Client Onboarding and Due Diligence Process Map (Example)

This process is critical for the firm's risk management. The map details the flow from
initial client contact to final acceptance.

Start: Client Inquiry (Relationship Manager)

Step 1: Initial Proposal & Information Gathering (Relationship Manager)

O

O

Decision Point: Does the client fit the firm's service offerings and risk
appetite?

If Yes: Proceed. If No: Decline and close file.

Step 2: Handover to Compliance (Relationship Manager -> Compliance

Team)

Step 3: Due Diligence & KYC/CDD Checks (Compliance Team)

O

Sub-steps: Verify identity documents, conduct background checks,
and source of wealth and source of funds verifications.

Decision Point: s the client profile satisfactory?

If Yes: Proceed. If No: Escalate to senior management for review or
decline the client.

Step 4: Compliance Approval (Compliance Team)

Step 5: Handover to Administration (Compliance Team -> Administration

Team)

Step 6: Structure Formation & Bank Account Setup (Administration Team)

Step 7: Final Onboarding & Welcome Letter (Administration Team ->
Relationship Manager)

End: Client Accepted & File Active
2. Transaction Processing Process Map (Example)

This map ensures that all client transactions, from paying an invoice to transferring
funds, are processed securely and compliantly.

Start: Receive Transaction Request (Administration Team)

Step 1: Request Review (Administration Team)

O

Verify the request is from an authorized signatory.

Step 2: Handover to Compliance (Administration Team -> Compliance Team)

Step 3: Sanctions & Compliance Screening (Compliance Team)

O

Screen the beneficiary and the transaction for any red flags or
sanctions list matches.

Decision Point: Is the transaction clear?

If Yes: Proceed. If No: Hold the transaction and refer the matter to the



Money Laundering Reporting Officer (MLRO) to assess if a Suspicious
Activity Report (SAR) must be filed.

Step 4: Funds Availability Check (Accounting Team)
o Verify sufficient funds are available for the transaction.

Step 5: Handover to Senior Management (Accounting Team -> Management)
o Review and approve the transaction.

Step 6: Execution of Transaction (Accounting Team)

Step 7: Confirmation & Record Keeping (Administration Team)
o Send confirmation to the client and update the official records.

End: Transaction Completed

3. Annual Compliance & Reporting Cycles Process Map (Example)

This map outlines the cyclical process of ensuring that all client entities meet their
annual filing and reporting obligations.

Start: Annual Review Trigger (Administration Team)

o Triggered 3 months before the client entity's fiscal year-end or
annual return date.

Step 1: Data Aggregation & Preparation (Administration & Accounting Teams)

o Gather all relevant financial data, corporate changes, and tax
information for the year.

Step 2: Drafting of Reports (Accounting Team)

o Prepare annual financial statements and tax filings (e.g., FATCA/CRS
forms).

Step 3: Compliance Review (Compliance Team)

o Review all reports and data to ensure they are complete and accurate
according to regulatory standards.

Step 4: Client Approval (Relationship Manager -> Client)
o Send the draft reports to the client for their review and approval.
Step 5: Submission to Authorities (Administration Team)

o File the annual return and financial statements with the Companies
House and submit tax reports to relevant authorities.

Step 6: File Archival (Administration Team)
o Store all final, signed documents in the client's file.

End: Annual Compliance Cycle Completed

By using these process maps, a TCSP creates a robust framework for its operations,
ensuring that every task is performed correctly, consistently, and with full
accountability.

Introduction to Core Technology and Systems Used in Daily Operations

In today's fast-paced, highly regulated environment, TCSPs rely on a suite of
specialized software and systems to manage the complex and interconnected nature
of their work. These technologies are not just tools; they are the digital backbone
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that enables operational efficiency, ensures compliance, and allows staff to manage
large volumes of data and client requests with precision. Understanding these
systems is key to effective performance.

Here are the core technology platforms that are fundamental to a TCSP's daily
operations:

e (lient Relationship Management (CRM) Systems:

O

Purpose: The central repository for all client-related information. A CRM
system provides a 360-degree view of each client, including contact details,
service history, communication logs, and the legal structures held. It serves
as the single source of truth for the entire client portfolio.

Key Functions: Tracking leads and new inquiries, managing client
communications, storing contact information, and providing a historical
record of all interactions.

¢ Practice Management and Workflow Software:

O

Purpose: These systems are designed to automate and manage specific
workflows, from client onboarding to annual filings. They ensure that every
step of a process is completed on time and by the correct team member.

Key Functions: Assigning tasks and deadlines, tracking progress on client
projects, generating notifications for compliance deadlines (like annual
returns), and providing a clear audit trail of all actions taken.

¢ Document Management Systems (DMS):

O

Purpose: Given the vast number of legal and corporate documents a TCSP
manages, a robust DMS is essential. This system provides a secure,
searchable, and centralized location for all documents, from corporate
constitutional papers to client-signed agreements.

Key Functions: Secure storage of sensitive data, version control to track
document changes, electronic signatures, and quick retrieval of files, which
is critical for audits and legal inquiries.

e Compliance and Anti-Money Laundering (AML) Software:

O

Purpose: These are highly specialized systems that automate the most critical
compliance functions. They are used to screen clients and transactions
against international sanctions lists, politically exposed persons (PEPs)
databases, and adverse media reports.

Key Functions: Automated due diligence checks, continuous transaction
monitoring, risk-scoring of clients, and the creation of audit-proof reports for
regulators. This software is a non-negotiable part of modern TCSP
operations and a key tool for the Compliance Team.

¢ Accounting and Enterprise Resource Planning (ERP) Systems:

O

Purpose: While standard accounting software is used for billing and
invoicing, many TCSPs use more comprehensive ERP systems. These
platforms integrate financial data with other operational data, providing a
unified view of the business.

Key Functions: Managing billing and accounts receivable, tracking expenses,
preparing financial reports for client entities, and providing management
with a high-level view of the firm’s financial health.

While several systems are used, the most common practice management platforms
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in the Gibraltar TCSP sector are Viewpoint and TrustQuay. These are integrated
systems that combine the functions of several different types of software into one
platform to manage the firm's clients and the legal entities administered.

Key functions typically include:

e Central Client & Entity Database: Stores all critical information about
clients, companies, trusts, directors, shareholders, and other related parties
in one place.

e Compliance & Deadline Tracking: Features a built-in calendar and alert
system to automatically track and remind staff of crucial statutory deadlines,
such as annual returns or compliance reviews.

e Workflow & Task Management: Helps manage and automate multi-step
processes like forming a new company or onboarding a new client, ensuring
all tasks are completed by the right person at the right time.

e Time Recording & Billing: Allows staff to record time spent on client
matters, which is then used to generate invoices.

e Document Management: Often includes a secure repository for all client-
related documents, from ID verification to signed legal papers.

In essence, these platforms integrate many of the separate functions discussed—Ilike
CRM, workflow, and document management—into a single, cohesive system.

Chapter 8: Client Onboarding and Due Diligence
Chapter 8: Client Onboarding and Due Diligence

Know Your Client (KYC): Principles and Detailed Procedures

Know Your Client (KYC) is the foundational pillar of a TCSP’s compliance and risk
management framework. It is the process of verifying a client's identity and
assessing their risk profile to ensure that TCSP services are not used for illicit
activities such as money laundering, terrorist financing, proliferation financing, or
sanctions evasion. More than just a legal requirement, KYC is a critical gatekeeping
function that upholds professional integrity and the reputation of the jurisdiction in
which the TCSP operates.

Core Principles of KYC KYC procedures are built on core principles that guide the
approach to client due diligence:

¢ Risk-Based Approach: The level of due diligence performed is proportional to
the level of risk a client poses. A low-risk client (e.g., a local, established business)
requires a standard level of checks, while a high-risk client (e.g., a client from a
high-risk jurisdiction or a client with a complex business structure) requires
Enhanced Due Diligence (EDD), involving more extensive checks and verification.

e Identification and Verification: This is the cornerstone of KYC. There is a
requirement not only to identify who the clients are but also to verify their
identity using reliable and independent source documents. This applies to both
individual clients and the ultimate beneficial owners of a corporate structure.

e Beneficial Ownership: Identification of the natural person(s) who ultimately
own or control an asset or company requires looking beyond the legal owner. This
practice is intended to prevent the use of shell companies or complex structures
to obscure the true identity of an individual.



e Ongoing Monitoring: KYC is not a one-time process. Once a client is onboarded,
their activities and information must be continuously monitored to ensure they
remain within the established risk appetite and remain compliant throughout the
relationship with the TCSP.

Detailed Procedures for KYC The KYC process is a systematic, multi-step workflow
designed to build a complete and accurate profile of every client.

e Step 1: Identity and Address Verification This is the initial stage involving the
collection and verification of the client’s identity.

o For Individuals: A copy of a valid government-issued photo ID, such as a
passport or national ID card, is required. This document is used to verify
the client's full name, date of birth, nationality, and photograph. Proof of
residential address is also required, typically a recent utility bill, bank
statement, or government correspondence. This document must be less
than three months old to ensure the information is current.

o For Corporate Clients: Certified copies of the company's constitutional
documents, such as the Memorandum and Articles of Association, are
required. A Certificate of Incorporation and a list of all directors,
shareholders, and secretaries must also be provided.

e Step 2: Beneficial Ownership Identification For corporate or trust structures,
the duty of the TCSP extends beyond the registered entity to the natural persons
who ultimately own or control it. Any individual who holds 25% or more of the
shares or voting rights, or who otherwise exercises control over the entity, must
be identified. For each beneficial owner, the same identity and address
verification procedures are performed as would be for a direct client.

e Step 3:Source of Funds and Source of Wealth Verification This is a critical step
in the prevention of financial crime.

o Source of Funds (SoF): This refers to the origin of the specific funds being
used for a transaction or investment. For example, if a client is depositing
$100,000, the source of funds might be the sale of a property, a business
salary, or a loan. Documentation is required to prove the legitimacy of
these specific funds.

o Source of Wealth (SoW): This is a broader concept referring to the total
accumulation of a client's wealth. The objective is to understand the
history of a client’s fortune to ensure it was acquired through legitimate
means. For example, a client's source of wealth might be a successful
family business, a stock portfolio, an inheritance, or employment.

e Step 4: Sanctions, Politically Exposed Persons (PEPs), and Adverse Media
Screening Specialized software is used to screen all clients, beneficial owners,
and key individuals against global databases.

o Sanctions Screening: Checks are conducted against international sanctions
lists (e.g., those from the UN, OFAC, and EU) to ensure the firm does not
engage with individuals or entities subject to financial restrictions.

o PEP Screening: A Politically Exposed Person is an individual entrusted
with a prominent public function (e.g., government official, judge, military
officer). Dealing with PEPs poses a higher risk of corruption and requires
Enhanced Due Diligence (EDD).

o Adverse Media Screening: Public media sources are searched for negative
or derogatory information that may indicate involvement in financial



crime, fraud, or other illegal activities.

Step 5: Client Risk Assessment Based on all information gathered, a risk rating
is assigned to the client. This is a crucial internal step that dictates the level of
ongoing monitoring. Factors contributing to a higher risk rating include:

o The client's country of origin or residence.
o The nature of the business or profession.

o The complexity of the legal structure in use.
o Adverse media findings.

Step 6: Ongoing Monitoring KYC responsibilities continue after the client is
onboarded. Client files are regularly reviewed to ensure information remains
current and accurate. Transactions are also monitored for unusual activity that
may not align with the stated business purpose or risk profile. Any red flags are
immediately escalated to the Money Laundering Reporting Officer (MLRO) or the
Compliance Team for further investigation.

By following these detailed procedures, the TCSP fulfills regulatory obligations and
contributes to the integrity and security of the global financial system.

What are AML, CFT, and CPF?

Money Laundering (AML): The process of making illegally gained proceeds
(dirty money) appear to have been acquired from a legitimate source (clean
money). It is a three-step process: placement (introducing the money into the
financial system), layering (conducting complex transactions to obscure the
source), and integration (returning the money to the criminals as "clean” funds).

The Financing of Terrorism (CFT): The process of providing or collecting funds
to be used for terrorist acts. The funds themselves can come from legitimate
sources (e.g., donations, business proceeds) or illicit ones, making them more
difficult to detect than money laundering.

The Financing of Proliferation (CPF): Refers to providing funds or financial
services used for the manufacture, acquisition, or use of nuclear, chemical, or
biological weapons and their delivery systems. This is a critical risk area for
TCSPs, particularly concerning clients dealing in "dual-use goods” which can have
both legitimate and illicit military purposes.

Key Legal Obligations

TCSPs are legally required to comply with a range of AML/CFT/CPF laws and
regulations. These are largely driven by international standards set by the Financial
Action Task Force (FATF), which is an inter-governmental body that sets standards
and promotes the effective implementation of legal, regulatory, and operational
measures for combating money laundering, terrorist financing, and other related
threats to the integrity of the international financial system. Key obligations include:

Establishing a Written AML/CFT/CPF Programme: This is a mandatory
internal document that outlines the policies, procedures, and controls in place to
manage and mitigate financial crime risks. It must be approved by senior
management.

Appointing a Money Laundering Reporting Officer (MLRO): A senior member
of staff must be appointed to act as the central point of contact for all
AML/CFT/CPF issues. The MLRO is responsible for overseeing the AML/CFT/CPF
programme and for reporting suspicious activities to the relevant authorities.
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e Implementing a Risk-Based Approach: This is a core principle. The risk of
money laundering, terrorist financing, and proliferation financing that the firm
faces must be assessed, and the appropriate level of controls applied. Higher-risk
clients, services, or jurisdictions require more stringent measures.

e Staff Training: All employees must receive regular training (tailored to their
specific role) on AML/CFT/CPF laws, internal procedures, and how to identify and
report suspicious activities.

¢ Record Keeping: Records of all client due diligence information and transactions
must be maintained for a specified period (typically five to seven years after the
relationship ends). These records must be available for review by regulators upon
request.

e Reporting Suspicious Activity: This is perhaps the most critical obligation. If a
transaction or activity is deemed suspicious, the MLRO must file a Suspicious
Activity Report (SAR) with the Financial Intelligence Unit (FIU) in Gibraltar.

Best Practices for AML/CFT/CPF Beyond simply meeting legal obligations, best
practices help to build a robust and resilient compliance framework.

e Culture of Compliance: A strong compliance culture starts at the top. Senior
management must demonstrate a clear commitment to fighting financial crime,
which sets the tone for the entire organization.

e Automated Technology: Using specialized compliance software is a best
practice. These systems can automate sanctions screening, monitor for unusual
transaction patterns, and provide a single, auditable platform for all due diligence
data.

e Continuous Monitoring: Screening does not just occur at onboarding. Ongoing
monitoring is crucial to ensure that a client's risk profile has not changed. This
involves periodic reviews of the file and monitoring of transactions.

e Training and Awareness: Training should not be a one-time event. Regular,
updated training must be provided that reflects the latest trends in financial
crime.

¢ Independent Audits: Regularly subjecting the AML/CFT/CPF programme to an
independent audit ensures that controls are working effectively and helps identify
any areas for improvement.

By upholding these principles and practices, the role of gatekeeper of the global
financial system is effectively fulfilled, protecting the jurisdiction and firm reputation
from financial crime.

Customer Due Diligence (CDD) and Enhanced Due Diligence (EDD) Processes

The distinction between Customer Due Diligence (CDD) and Enhanced Due Diligence
(EDD) is central to the risk-based approach. CDD is the standard process for all
clients, while EDD is a deeper, more rigorous process reserved for higher-risk
scenarios. This tiered approach allows resources to be allocated effectively while
maintaining a high level of vigilance.

The Standard: Customer Due Diligence (CDD) CDD is the baseline level of due
diligence performed on every client. It is the process of gathering and verifying the
fundamental information necessary to know exactly who is being dealt with. The
steps outlined in the KYC section above are the core components of the CDD process.

¢ Key Components of CDD:
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Identity Verification: Confirming the legal identity of all individuals and
corporate entities.

Beneficial Ownership: 1dentifying the ultimate natural persons who own
or control a legal structure.

Source of Funds and Source of Wealth: Gaining a general understanding of
where the client's money and wealth originate.

Business Purpose: Understanding the reason the client requires services
and the nature of their business.

When to Apply: Enhanced Due Diligence (EDD) EDD is an elevated level of
scrutiny triggered by specific risk factors that indicate a higher potential for financial
crime. It is not an arbitrary decision but a mandatory response to certain red flags.

e Common Triggers for EDD:

o

Politically Exposed Persons (PEPs): Dealing with a PEP (or a close family
member or associate of a PEP) automatically triggers EDD due to the
heightened risk of corruption.

High-Risk Jurisdictions: Clients from or with connections to countries
identified by the FATF or other international bodies as having weak
AML/CFT controls.

Unusual or Complex Structures: The use of overly complex legal entities
that do not appear to have a clear, legitimate business purpose is a
significant red flag.

High-Risk Industries: Clients involved in certain industries, such as high-
value dealers, cryptocurrency, or gambling, are subject to EDD.

Large or Unusual Transactions: A transaction that is inconsistent with a
client’s known financial profile or the stated purpose of their legal
structure.

The EDD Process: What's Different? When a trigger for EDD is identified, the due
diligence process becomes significantly more detailed and rigorous. The objective is
to eliminate as much uncertainty as possible about the client and their activities.

¢ KeyProcedures in EDD:

o

In-depth Source of Wealth Verification: Comprehensive documentation is
required to trace the client’s entire fortune. This might include audited
financial statements, tax returns, or legal documents related to
inheritance or business sales.

Detailed Business Rationale: A clear and fully documented explanation for
the use of a complex structure or for any unusual transactions is
demanded. The client must be able to justify the commercial purpose
behind the arrangement.

Extensive Background Checks: More thorough and robust searches for
adverse media, legal proceedings, or regulatory actions are conducted in
multiple languages and jurisdictions.

Professional References: Professional references from reputable,
independent third parties (e.g., lawyers, accountants, or bankers) may be
required to vouch for the client's character and business dealings.

Increased Ongoing Monitoring: Once an EDD client is onboarded, they are
subject to more frequent and intense monitoring of their transactions and
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activities.

By applying these rigorous EDD procedures, the duty to manage and mitigate high-
risk situations is fulfilled, thereby protecting the firm and the financial system from
abuse.

Ultimate Beneficial Ownership (UBO) Identification and Verification

Identifying the Ultimate Beneficial Owner (UBO) is a fundamental and mandatory
part of the due diligence process. A UBO is the natural person (or persons) who
ultimately owns or controls a customer and/or the natural person on whose behalf
a transaction is being conducted. The principle is simple: legal structures, shell
companies, or nominee directors must be looked past to find the real person behind
the business.

Why UBO is Crucial The requirement to identify and verify UBOs is a cornerstone
of the global fight against money laundering and terrorist financing. Criminals and
sanctioned individuals often use complex, multi-layered corporate structures to
conceal their identity and the origin of illicit funds. By unmasking the UBQO, it is
possible to:

Prevent Financial Crime: Allows screening of the true individual against
sanctions lists, PEP databases, and adverse media reports.

Enhance Transparency: Ensures that the client base is transparent and that
high-risk individuals are not unknowingly being dealt with.

Comply with Regulations: A core requirement of international standards set by
bodies like the FATF and national laws, including those in Gibraltar.

The UBO Identification Process The process of identifying and verifying a UBO can
be simple or highly complex, depending on the structure.

1. Direct Ownership: For a simple company with a few shareholders, UBO

identification is straightforward. Any individual who owns more than 25% of the
shares or voting rights is identified.

2. Complex Structures: For structures involving multiple layers of companies,

trusts, or foundations, the process requires a diligent and systematic approach.
The layers of the legal entities must be "peeled back," often using corporate
records and official registries, to trace the ownership chain back to the natural
person(s) at the very top.

3. Control and Influence: A UBO isn't just about ownership. Any individual who

exercises control over the entity through means other than direct ownership, such
as the power to appoint and remove a majority of the board of directors or
through other significant influence, must also be identified.

4. Verification: Once identified, each UBO is subject to the same rigorous

verification process as any other client, including identity, address, and source of
wealth checks.

Challenges in UBO Identification While the principle is clear, identifying a UBO can
be challenging, particularly for international structures.

Jurisdictional Differences: Different countries have varying legal requirements
and levels of public transparency. Access to beneficial ownership registries may
be limited in some jurisdictions.

Nominee Arrangements: The use of nominee shareholders or directors, where
one person holds a role on behalf of another, is a common tactic to obscure the
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true owner. Probing questions must be asked, and certified documentation
demanded, to understand the true nature of these relationships.

e Opaque Structures: The use of trusts, private foundations, and other legal
structures can make it extremely difficult to identify the true owner or person

with control.

A TCSP plays a vital role in navigating these complexities, utilizing legal expertise,
access to specialized databases, and due diligence best practices to ensure the UBO
of every client is accurately and thoroughly identified and verified. This unwavering

commitment to transparency is a non-negotiable part of the service and a critical
contribution to financial integrity.
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(Figure: Example of a very complex Structure) [Placeholder for client's complex
structure diagram showing UBOs with at least 25% ownership of GREENYARD]

Implementing a Robust Risk-Based Approach to Client Assessment

A risk-based approach is the most effective and efficient way to manage compliance.
Instead of applying a one-size-fits-all model, a risk-based approach allows resources
to be focused on the clients and relationships that pose the highest potential risk of
financial crime. It is a dynamic process that is central to both KYC and AML

frameworks.

In alignment with the Gibraltar National Risk Assessment (NRA) 2025, the Risk-



Based Approach (RBA) ensures that resources are prioritized toward the highest
threats rather than applying a uniform model to all clients. This principle relies on
the following two-stage logic:

Inherent Risk (The "Raw" Risk): The level of threat posed by a client before any
safety measures or internal controls are applied. It is determined by intrinsic
factors such as the client's jurisdiction, professional status (e.g., PEPs), and the
complexity of the legal structure.

o Example: A high-profile political figure from a jurisdiction with low
transparency.

Residual Risk (The "Remaining" Risk): The level of threat that remains after
the firm has applied its compliance checks and internal controls.

o Example: The exposure remaining after the firm has verified the Source of
Wealth through audited documents and applied transaction limits.

The Principles of Risk Distinction Separating these two types of risk is essential
for three primary reasons:

Measuring Effectiveness: It provides a metric to see if internal controls are
actually working. If a high inherent risk is not significantly reduced by the firm’s
checks, the controls are deemed insufficient.

Respecting Risk Appetite: The final decision to accept a client is based on the
Residual Risk. If the remaining risk exceeds the firm’s defined "Risk Appetite,” the
relationship must be declined.

Audit Transparency: It creates a clear regulatory audit trail for the GFSC, proving
the firm identified the raw threats and took specific actions to neutralize them.

How It Works: The Three-Step Process The implementation of a robust risk-based
approach is a systematic process with three key stages: risk assessment, risk
categorisation, and the application of proportionate controls.

1. Risk Assessment and Scoring: The first step is to identify and weigh the various

factors that could contribute to a client's risk profile. A scoring system is used to
quantify this risk, taking into account:

o Geographic Risk: The client's country of origin, residence, or primary
business location. Jurisdictions with weak AML controls or high levels of
corruption are assigned a higher risk score.

o Client Risk: The client’s professional or public status (e.g., PEPs are high-
risk), the complexity of their ownership structure (e.g., trusts and
foundations often carry higher risk), and the nature of their business.

o Product/Service Risk: The type of services the client is requesting. Certain
services, such as high-value transactions or services for cash-intensive
businesses, are considered inherently higher risk.

o Interface Risk: The delivery channel used to establish the business
relationship (e.g., face-to-face meeting, non-face-to-face onboarding,
digital identity verification, or use of third-party
intermediaries/introducers).

2. Risk Categorisation: Once the risk assessment is complete, a definitive risk

rating is assigned to the client. Typically, clients are categorized into three tiers:

o Low Risk: Clients who pose minimal threat of financial crime. These clients
require standard Customer Due Diligence (CDD) procedures.
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o Medium Risk: Clients who have one or more risk factors but do not meet
the criteria for high risk. These clients are subject to standard CDD with a
slight increase in the frequency of ongoing monitoring.

o High Risk: Clients who pose a significant risk of financial crime, such as a
PEP or a client from a high-risk jurisdiction. These clients are subject to
Enhanced Due Diligence (EDD).

3. Applying Proportional Controls: The final step is to apply the appropriate level
of controls based on the client's risk rating. This means:

o For Low and Medium-Risk Clients: Standard CDD is performed.

o For High-Risk Clients: EDD measures are implemented. This includes more
extensive background checks, deeper source of wealth verification, and
more frequent, rigorous ongoing monitoring.

The Role of Ongoing Monitoring The risk-based approach is not static. A client’s
risk rating can change over time. Client activities are continuously monitored, and
risk profiles are updated based on new information or changes in circumstances. For
example, if a low-risk client suddenly engages in a large, unusual transaction, their
risk rating would be reassessed, and EDD might be triggered. This dynamic process
ensures compliance measures remain effective and relevant.

Note: To support firms in applying a risk-based approach, the GFSC publishes
comprehensive Anti-Money Laundering, Counter-Terrorist Financing, and Counter-
Proliferation Financing (AML/CFT/CPF) Guidance Notes. These notes provide
detailed practical guidance on implementing Gibraltar's legal framework and are an
essential resource for all compliance professionals. They can be accessed directly
from the GFSC's website: GFSC AML/CFT/CPF Guidance Notes

Chapter 9: Ongoing Administration and Compliance

Transaction Monitoring: Identifying and Escalating Suspicious Activities

Transaction monitoring is the backbone of ongoing compliance efforts. It is the
process of reviewing a client’s financial activities to detect unusual or suspicious
patterns that could indicate money laundering, terrorist financing, or other illicit
activities. While KYC and CDD are performed at the beginning of a relationship,
transaction monitoring ensures that a client's risk profile remains accurate
throughout the entire lifecycle. It is an essential tool for protecting the firm and
maintaining the integrity of the financial system.

Identifying Suspicious Activities: Red Flags to Look For Transaction monitoring
systems and compliance officers are trained to identify a range of red flags. These
indicators can vary, but common examples include:

e Unusual Transaction Patterns: A sudden increase in transaction volume or
value that is inconsistent with the client’s stated business purpose or historical
activity. For example, a low-risk corporate entity suddenly receiving large sums
from unrelated foreign accounts.

e Geographic Risk: Transactions involving individuals or entities in high-risk or
sanctioned jurisdictions.

e Structuring: A client making multiple, small deposits just below a reporting
threshold to avoid triggering an official report.


https://fsc.gi/AMLCFTCPF_guidance_notes
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¢ Unclear Purpose: Transactions that lack a clear economic or legal purpose, or
where the client is unable to provide a reasonable explanation.

¢ Frequent Cash Transactions: The use of large volumes of cash, particularly in
a business or account that is not typically cash-intensive.

o Early Account Closure: A client who opens an account, conducts a few large
transactions, and then requests to close the account quickly.

The Escalation and Reporting Process When a suspicious activity is identified, it
triggers a formal escalation process to ensure it is handled correctly and promptly.

1. Internal Escalation: Any staff member who identifies a red flag or a potentially
suspicious transaction must immediately cease all activity related to the
transaction and report concerns to the Money Laundering Reporting Officer
(MLRO). This internal report is confidential and protected by law.

2. MLRO Investigation: The MLRO then conducts a thorough investigation. All
available information is reviewed, including the client's KYC file, transaction
history, and any supporting documentation. The MLRO may also request
additional information from the client to clarify the nature of the transaction.

3. Decision to Report: Based on the investigation, the MLRO decides whether a
Suspicious Activity Report (SAR) should be filed with the Financial Intelligence
Unit (FIU) in Gibraltar. The SAR must be filed promptly if the MLRO has a
reasonable suspicion that a transaction involves criminal proceeds or the
financing of terrorism or proliferation financing.

4. No Tipping Off: It is a criminal offense to "tip off” a client that a suspicious
activity report has been filed. This is to ensure the integrity of the investigation
and to prevent criminals from moving funds or assets.

By implementing these clear protocols, it is ensured that every staff member
understands their role in preventing financial crime and that all suspicious activities
are promptly and correctly handled according to the law.

Record Keeping: Statutory and Internal Requirements for Documentation Data
Management

Record keeping is a critical component of the compliance framework, acting as the
memory of operations and client relationships. It serves a dual purpose: fulfilling
statutory obligations and providing an essential audit trail for both internal and
external scrutiny. Proper record keeping ensures that the firm can demonstrate
adherence to all due diligence and compliance procedures.

Statutory Requirements Legal obligations regarding record keeping are stringent
and non-negotiable. They are primarily driven by international standards and
national legislation, such as the Proceeds of Crime Act in Gibraltar. Key statutory
requirements include:

o Retention Period: There is a legal requirement to retain all relevant records for
aminimum of five years after the business relationship with the client has ended.
This includes all identification documents, transaction records, and any internal
reports or correspondence related to the client.

e Accessibility: Records must be stored in a manner that allows them to be
retrieved promptly upon request from the Gibraltar Financial Services
Commission (GFSC) or other regulatory bodies.

o Integrity and Accuracy: Records must be accurate and reliable. A clear,
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chronological record of all actions taken and information gathered during the
client relationship must be maintained.

Internal Requirements and Best Practices Beyond the law, a TCSP's internal
policies set even higher standards for record keeping to ensure operational
excellence and risk mitigation.

o Types of Records to Maintain:

o Client Due Diligence (CDD) Files: This is the most important set of records.
It includes certified copies of passports, proof of address, source of
wealth and funds documentation, UBO charts, and all risk assessments.

o Transaction Records: Detailed logs of all transactions processed for the
client, including dates, amounts, sender, and recipient details.

o Internal Compliance Reports: All internal suspicious activity reports
(SARs) and the documentation supporting the MLRO's decision to file or
not to file a report with the FIU.

o Correspondence and Communication: All material correspondence with
the client, advisors, and relevant third parties must be retained, as it can
provide valuable context for transactions and decisions.

e Data Management and Security:

o Centralized System: All records should be stored in a centralized, secure,
and auditable electronic system. This avoids fragmented information and
ensures consistency.

o Access Control: Access to client records must be strictly limited to
authorized personnel. Access logs are maintained to track who has
viewed or edited a client file.

o Back-Up and Disaster Recovery: A robust back-up and disaster recovery
plan is essential to prevent data loss. Records must be securely backed
up off-site to protect against unforeseen events.

Effective record keeping is more than just a box-ticking exercise; it is an active risk
management tool that protects the firm and provides an invaluable historical
account of all client relationships.

Reporting Obligations: Including Suspicious Activity Reports (SARs) to the Gibraltar
Financial Intelligence Unit (GFIU)

Reporting obligations are a cornerstone of the role of gatekeepers in the financial
system. They are the final and most critical step in the compliance process, triggered
when all other due diligence and monitoring efforts lead to a reasonable suspicion of
illicit activity. This legal duty ensures that potential financial crimes are brought to
the attention of the proper law enforcement and intelligence authorities.

The Purpose of Reporting The primary purpose of filing a report is to provide law
enforcement with the information needed to investigate and prosecute financial
crimes. These reports, often aggregated with others from various firms, can help
paint a larger picture of criminal networks and methods, which would be impossible
to detect by a single firm alone.

The Role of the Money Laundering Reporting Officer (MLRO) The Money
Laundering Reporting Officer (MLRO) serves as the central point of contact for all
suspicious activity. Any internal suspicion must be immediately reported to the
MLRO. The MLRO is a senior, designated individual with the authority and expertise
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to investigate the suspicion and decide whether to file an external report. This
ensures that the process is handled consistently and with the required level of
discretion.

In cases where the MLRO decides that a suspicion is not well-founded and chooses
not to file an external SAR, they are required to formally document the rationale for
this decision. This internal record of "non-disclosure" is a vital part of the firm's audit
trail and must be retained in accordance with statutory record-keeping
requirements to demonstrate that the internal report was appropriately considered
and that the decision was based on a reasonable assessment of the available facts.

The Suspicious Activity Report (SAR) The official report filed with the authorities
is known as a Suspicious Activity Report (SAR). In Gibraltar, this report is submitted
to the Gibraltar Financial Intelligence Unit (GFIU), which is the national agency
responsible for receiving, analyzing, and disseminating financial intelligence. A SAR
must contain a clear and detailed account of the facts, the reasons for the suspicion,
and all relevant client and transaction data.

Key Principles of Reporting

e Promptness: A SAR must be filed as soon as a suspicion is formed. Delays can
compromise an investigation.

o Confidentiality: The process of reporting is highly confidential. The MLRO must
not share information about the report with anyone outside of those legally
authorized to receive it.

e No "Tipping Off": There is a legal prohibition against "tipping off” a client or any
other third party that a SAR has been filed or that an investigation is underway.
This strict rule prevents a criminal from being alerted and taking steps to hide
assets or cover their tracks.

e Protection for the Reporting Entity: The law provides a defense against civil
or criminal liability for a TCSP that files a SAR in good faith, even if the suspicion
later proves to be unfounded. This legal protection is crucial to encouraging
vigilance and reporting.

By adhering to these reporting obligations, legal and ethical duties are upheld,
protecting not only the firm's integrity but also the broader financial system from
illicit activities.

Filing a Suspicious Activity Report

Collect all necessary Ensure the SAR form is File the SAR with the
details about the accurately completed relevant financial
suspicious activity intelligence unit

Maintain records of the

SAR and supporting
evidence
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Structure of a Suspicious Activity Report

. Subject
Date of Filing Information
The date the SAR was Details about the

submitted to the
regulator.

person or organization
involved in the
suspicious transaction.

Transaction
Institution Details on Information
Information about the ﬁ al Q Specifics of the
institution filing the suspicious transaction,
report. including type, amount,
y b and date.

Supporting Reason for

Evidence Suspicion
Documentation and Explanation of why the
records that support transaction is

the suspicion. considered suspicious.

Data Protection and GDPR Considerations Specific to Gibraltar TCSPs

Data protection is a fundamental right and a crucial legal and ethical obligation for
all TCSPs, especially given the highly sensitive personal data handled. In Gibraltar,
this is governed by the Data Protection Act 2004, which implements the principles
of the General Data Protection Regulation (GDPR) into local law. Understanding and
adhering to these principles is essential for maintaining client trust and avoiding
significant legal and financial penalties.

Core Principles of Data Processing GDPR is built on a set of core principles that
guide how personal data must be processed. These principles are strictly adhered to
in all operations:

o Lawfulness, Fairness, and Transparency: A valid legal basis for processing
personal data must exist, and there must be transparency with clients about
what data is collected, why it is collected, and how it is used. This is typically
communicated through a privacy policy.

e Purpose Limitation: Data is collected for specified, explicit, and legitimate
purposes. Client data is not used for reasons other than those for which it was
originally collected, such as for the purposes of client due diligence, transaction
monitoring, or legal record-keeping.



e Data Minimization: Only personal data that is absolutely necessary for stated
purposes is collected and processed. This prevents the collection of excessive
information.

e Accuracy: Client data must be accurate and, where necessary, kept up to date.
Procedures are in place for clients to rectify inaccuracies.

e Storage Limitation: Data is not kept for longer than is necessary. While
AML/CFT laws require records to be kept for five years post-relationship, once
this period has passed, the data must be securely disposed of.

o Integrity and Confidentiality: Personal data must be protected from
unauthorized or unlawful processing and against accidental loss, destruction, or
damage. This is achieved through robust technical and organizational security
measures.

Legal Basis for Processing For TCSPs, the primary legal basis for processing client
data is often a legal obligation. There is a legal mandate to collect and retain client
information under Gibraltar’s AML/CFT laws and regulations. This legal basis takes
precedence over other considerations, such as a client's request to have their data
erased, which is often a point of clarification for clients.

Client Rights and TCSP Obligations Clients, as "data subjects,” have specific rights
under GDPR. A commitment exists to uphold these rights while balancing them
against legal obligations. Key client rights include:

o TheRight to Be Informed: Clients have the right to know how their data is being
used. This is fulfilled via the privacy policy.

o The Right of Access: Clients can request a copy of the personal data held on
them. Responses to such requests must be made in a timely manner.

o The Right to Rectification: Clients have the right to have inaccurate data
corrected.

o The Right to Erasure ("Right to Be Forgotten"): While this is a core right, it is
overridden by legal obligations. For example, a former client cannot demand that
aKYCfile be deleted if there is alegal requirement to retain it for five years. There
must be transparency about this limitation.

o The Right to Object: Clients have the right to object to the processing of their
data, though this is again balanced against legal obligations.

Security and Accountability Responsibility lies in protecting the personal data
held. This requires both technical and organizational measures, including:

e Secure Systems: Using password protection, encryption, and access controls for
all electronic client files.

¢ Physical Security: Securing physical documents in locked cabinets and a secure
office environment.

o Staff Training: All employees receive regular training on data protection
policies, security protocols, and responsibilities in handling client data.

By integrating these data protection and GDPR considerations into daily operations,
legal compliance is achieved, and a culture of trust and integrity is built, which is the
foundation of the business.

Conducting Regular Internal Compliance Reviews and External Audits

A robust compliance program is not a one-time setup; it is a living framework that
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requires continuous verification and validation. Internal compliance reviews and
external audits are the two key mechanisms utilized to ensure policies and
procedures remain effective, accurate, and aligned with regulatory requirements.
This dual approach provides both a proactive tool for self-improvement and an
independent, objective assessment of performance.

Internal Compliance Reviews Internal reviews are a proactive, in-house function
designed to monitor the effectiveness of day-to-day compliance controls. They are
conducted by the compliance team and are a crucial part of ongoing risk
management.

e Purpose: To identify and address any weaknesses or gaps in the compliance
framework before they are discovered by an external body. They provide a
regular health check on operations.

e Scope: Internal reviews typically involve reviewing a sample of client files to
ensure all KYC documentation is complete and up-to-date. The review also
checks that transaction monitoring alerts are being correctly investigated and
that staff training records are current.

e Frequency: These reviews are conducted on a regular basis, such as quarterly
or semi-annually, to ensure continuous vigilance.

External Audits External audits provide an independent and objective assessment
of the compliance framework. These are conducted by a qualified third-party auditor
who is not affiliated with the firm, or by a regulator such as the Gibraltar Financial
Services Commission (GFSC).

e Purpose: To provide an unbiased opinion on the adequacy and effectiveness of
AML/CFT and data protection controls. This independent validation provides
assurance to senior management, clients, and regulators that the firm is
operating in a compliant manner.

e Scope: The scope of an external audit is often broader and more in-depth than
an internal review. Auditors will not only examine client files and transaction
records but also scrutinize written policies, interview key personnel (including
the MLRO), and test IT systems' security.

e Outcome: An external audit results in a formal report with findings and
recommendations. There is a legal obligation to address any deficiencies
identified in this report.

The Symbiotic Relationship Internal reviews and external audits work together
to form a comprehensive assurance framework. Internal reviews allow for the
correction of minor issues on an ongoing basis, demonstrating a proactive and
responsible approach to compliance. External audits provide a formal validation
of efforts and help to identify any missed blind spots. By combining these two
processes, a robust, transparent, and resilient compliance program is maintained
that protects the firm and upholds its reputation in the financial services industry.

Chapter 10: Accounting and Financial Reporting

Introduction to Accounting Principles and Standards Relevant to TCSPs

For a Trust and Company Service Provider (TCSP), a deep understanding of
accounting principles is not just a professional skill—it is a core service. While TCSPs
do not act as auditors, responsibility lies in the accurate and compliant maintenance



of financial records for managed entities. This requires adherence to global
standards, primarily International Financial Reporting Standards (IFRS). These
principles ensure that prepared financial statements are reliable, transparent, and
comparable across different jurisdictions.

Core Accounting Principles for TCSPs

Accounting practices are built on several foundational principles that govern how
financial information is recorded, classified, and reported.

The Accrual Basis: This is the most fundamental principle. It dictates that
revenues and expenses must be recognized when they are earned or incurred,
regardless of when cash is exchanged. For example, if a client company earns
$10,000 in December but is paid in January, the revenue is recorded in December.
This provides a truer picture of a company's financial performance in a given
period.

Going Concern: It is assumed that managed entities will continue to operate for
the foreseeable future. This assumption is crucial because it allows the deferral of
certain expenses and the use of historical cost for assets. If there are doubts about
an entity’s ability to continue as a going concern, this must be explicitly stated in
the financial reports.

Prudence (or Conservatism): When faced with uncertainty, caution is applied.
Expenses and losses are recognized as soon as they are probable, but revenue and
gains are only recognized when they are certain. This principle prevents
overstating assets or income.

Materiality: An item is considered material if its omission or misstatement could
influence the economic decisions of a user of the financial statements. The focus
must be on providing information that is material and relevant to clients and their
stakeholders.

International Financial Reporting Standards (IFRS)

IFRS, issued by the International Accounting Standards Board (IASB), are a set of
global accounting standards used in over 140 jurisdictions, including Gibraltar. They
provide a common framework for the preparation of financial statements, which is
vital for the international nature of a TCSP’s work.

Harmonization: The use of a single set of standards ensures that the financial
statements of a company in Gibraltar are comparable to those of a company in, for
example, Germany or Australia. This is crucial for clients with international
business interests.

Detailed Guidance: IFRS provides specific rules and guidelines for a wide range
of accounting treatments, from recognizing revenue and expenses to valuing
assets and liabilities. This detailed guidance ensures consistency and accuracy in
reporting.

The Role of the TCSP in Financial Reporting

The role is not to audit the accounts but to ensure they are prepared accurately and
in accordance with relevant accounting standards (IFRS). This involves:

Record Keeping: Maintaining detailed and organized records of all financial
transactions, including receipts, invoices, and bank statements.

Bookkeeping: Accurately posting these transactions into ledgers.
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Statement Preparation: Using the ledger data to prepare key financial
statements, including the Balance Sheet (a snapshot of a company's assets,
liabilities, and equity at a specific point in time), the Income Statement (a
summary of revenues and expenses over a period), and the Statement of Cash
Flows.

By expertly managing these accounting functions, a vital service is provided that not
only meets legal and regulatory requirements but also offers clients a clear and
transparent view of a company's financial health.

Maintenance of Statutory Books and Records for Managed Entities

The integrity of a managed entity's financial reporting begins with its statutory
books and records. These legal documents are not merely an administrative
formality; they are the foundational source data that validates and supports all
financial transactions and reporting. The role of a TCSP is to meticulously maintain
these records to ensure they provide a complete and auditable trail for the
company's financial activities.

The Link Between Legal Records and Financial Reporting

Every key financial event in a company's life has a corresponding entry in its
statutory books. Without these records, the financial statements would lack a legal
basis and an audit trail.

Register of Members and Directors: This book is crucial for verifying a
company’s share capital and ownership structure, which directly impacts the
Equity section of the balance sheet. A change in shareholding, for example, is a
financial event that must be accurately reflected in both the legal register and the
financial statements.

Minute Books: The minutes of board meetings contain legally binding
resolutions that have significant financial implications. This could include
approving a loan, declaring a dividend, or authorizing the sale of a major asset.
The accounting records for these events must be cross-referenced with the
minute books to ensure validity.

Register of Charges: This record of company assets used as security for a loan is
essential for proper financial disclosure. An auditor will rely on this information
to confirm that all liabilities, and the assets securing them, have been correctly
presented in the financial statements.

Administrative Responsibilities

As the entity's administrator, the responsibility is to ensure this critical link between
legal and financial records is maintained without fault. Responsibilities include:

Timeliness: Recording all legal and financial events in the appropriate book as
soon as they occur. Delays can lead to discrepancies between the legal and
financial records.

Consistency: Ensuring that the information in the statutory books is always
consistent with the company's financial statements. This is paramount for a clean
audit trail.

Audit Readiness: Maintaining all records in a clear, organized, and accessible
format, making them readily available to an external auditor. A well-maintained
set of statutory books is the first sign of a professionally managed entity and
simplifies the audit process.
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Conclusion

By treating the maintenance of statutory books as a core financial function, clients
are provided with a complete and professional service. This ensures that financial
reports are not only accurate and compliant with IFRS, but also transparent and
legally defensible.

Preparation and Presentation of Financial Statements

The preparation and presentation of financial statements is the culmination of the
entire accounting process. These documents are the primary output of the work and
serve as a formal report on the financial position and performance of managed
entities. These statements are used by a variety of stakeholders, including company
directors, shareholders, banks, and regulators, to make informed economic
decisions. For TCSPs, this is a critical service that requires precision and a deep
understanding of relevant accounting standards.

The Components of a Full Set of Financial Statements

Under International Financial Reporting Standards (IFRS), a complete set of financial
statements includes four primary components, along with explanatory notes.

Statement of Financial Position (Balance Sheet): This statement provides a
snapshot of an entity's financial health at a specific point in time. It is a single-
moment summary of what the company owns, what it owes, and the value of its
owners' investment. It is built on the fundamental accounting equation:

$Assets = Liabilities + Equity$

Assets are what the company owns (e.g., cash, property, equipment). Liabilities are
what the company owes to external parties (e.g., loans, supplier invoices). Equity is
the owners' residual claim on the assets after deducting liabilities.

Statement of Profit or Loss and Other Comprehensive Income (Income
Statement): This statement reports on a company's financial performance over a
period, such as a quarter or a year. It shows how much revenue the company
generated, what expenses it incurred, and whether it made a profit or a loss. It is
a vital tool for assessing an entity's profitability and operational efficiency.

Statement of Changes in Equity: This statement shows the movement in the
owners' equity from the beginning of the period to the end. It details the impact
of factors such as profits or losses from the income statement, dividends paid to
shareholders, and any new capital contributions.

Statement of Cash Flows: This is often considered one of the most important
statements. It provides an analysis of how a company generates and uses cash. It
breaks down cash movements into three categories: operating activities (day-to-
day business), investing activities (buying and selling assets), and financing
activities (borrowing or raising capital). The statement of cash flows is crucial for
assessing a company's liquidity and solvency.

The TCSP's Role in Preparation

The role in this process is one of compilation and professional judgment. TCSPs do
not act as auditors, which is an independent function. Instead, the client's underlying
records—such as bank statements, invoices, and expense receipts—are used to
prepare the financial statements in accordance with a recognized reporting
framework.
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This requires the application of the accounting principles and standards discussed
previously, ensuring that every financial transaction is correctly classified,
measured, and presented. Comprehensive Notes to the Financial Statements, which
are an integral part of the report, are also prepared. These notes provide detailed
breakdowns of the figures and disclose the accounting policies used, providing
transparency and context for the user.

Auditing and Statutory Filing Requirements

Once the financial statements have been prepared, they are often subject to an audit
and must be filed with the relevant authorities. While a TCSP does not perform
audits, it plays a crucial role in managing this process and ensuring all legal
requirements are met.

The Purpose of an Audit

An audit is an independent examination of the financial statements to express an
opinion on whether they are prepared, in all material respects, in accordance with
the applicable financial reporting framework. The auditor's primary responsibility
is to provide assurance that the statements give a true and fair view of the company's
financial position and performance. The audit provides a layer of credibility and trust
for stakeholders.

The TCSP's Role in the Audit Process

The responsibility during an audit is to facilitate it by providing the auditor with all
the necessary information and access to the company's records. This includes:

Providing Documentation: Presenting the complete set of financial statements,
statutory books, and all underlying records (e.g., invoices, bank statements) to the
auditor.

Answering Queries: Responding to all queries from the auditor in a timely and
accurate manner.

Liaison: Acting as the central point of contact between the client's directors and
the external auditor, ensuring a smooth and efficient process.

Statutory Filing

Once the financial statements have been approved by the board of directors and, if
required, audited, they must be filed with the relevant government body. In
Gibraltar, this is typically Companies House.

Deadlines: There are strict statutory deadlines for filing financial statements.
Missing these deadlines can result in significant fines and legal penalties for the
company and its directors. Ensuring all filings are submitted on time is a core
responsibility.

By managing the audit and statutory filing processes, clients remain in full
compliance with all corporate governance and regulatory requirements, protecting
them from legal and financial risk.

Taxation Considerations for Gibraltar Entities and Individuals

Understanding the tax environment is a critical part of a TCSP's role, as it directly
influences how clients structure their affairs. Gibraltar's tax framework is a key
advantage, designed to be both simple and internationally compliant.
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Corporate Tax

The standard rate of corporate income tax in Gibraltar is 15%. This is a competitive
rate that applies to profits accrued in or derived from Gibraltar. A crucial aspect of
this tax system for TCSPs is that companies that are managed and controlled outside
of Gibraltar—for example, an international company with no business activities in
Gibraltar—are often not subject to local corporate tax. This principle of tax neutrality
is a primary reason why international clients choose to establish corporate
structures in Gibraltar.

No Capital Gains Tax

Gibraltar has no capital gains tax. This means that when a company or individual
sells an asset, such as shares or property, they are not subject to a tax on the profit
(or "gain") they have made. This is a significant advantage for wealth planning and
corporate restructuring, as it allows for the tax-efficient transfer of assets.

Other Taxation Factors

e No Inheritance Tax or Estate Duty: Gibraltar does not have inheritance tax or
estate duty, which makes it a highly attractive jurisdiction for succession and
estate planning. This allows wealth to be passed on to the next generation without
a significant tax burden.

e Stamp Duty: While generally absent, stamp duty may apply to the transfer of
immovable property in Gibraltar.

e Income Tax for Individuals: Gibraltar has a separate system for individual
income tax, which is relevant for employees of TCSPs and other local workers. The
system offers two methods of taxation—the Allowance-Based System and the
Gross Income Based System—allowing individuals to choose the most beneficial
option for their circumstances.

In summary, Gibraltar's tax framework is designed to be straightforward and
internationally attractive. By offering a competitive corporate tax rate, no capital
gains tax, and no inheritance tax, it provides a stable and tax-efficient environment
for the corporate and wealth management structures administered.

Note: A reliable external resource is the PwC Tax Summary for Gibraltar: PwC Tax
Summary - Gibraltar

Collaboration with External Auditors and Tax Advisors

TCSPs operate as a central point of contact, orchestrating a team of external
professionals on behalf of clients. This collaborative relationship is fundamental to
providing a comprehensive and compliant service. The role is to ensure smooth
communication and a coordinated approach with these key external partners.

Working with External Auditors

While TCSPs are responsible for the preparation of financial statements, external
auditors provide the necessary independent review. Collaboration with them
ensures that clients’ financial reports are accurate and credible. Key aspects of this
collaboration include:

e Facilitating the Audit: Providing the auditor with secure and timely access to all
necessary financial records, legal documents, and statutory books. Organized
record-keeping is crucial for a smooth and efficient audit process.


https://taxsummaries.pwc.com/gibraltar/corporate/tax-administration
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e Answering Queries: Acting as the primary liaison, responding to all audit
queries. Deep knowledge of the client's business activities, transactions, and legal
structures allows the provision of the context and detail the auditor requires.

e Implementing Recommendations: Auditors often provide a management letter
with recommendations for improving internal controls and financial processes.
Collaboration with the client's board of directors is required to implement these
recommendations, enhancing the integrity and robustness of the managed entity.

Working with Tax Advisors

Taxation for international clients is complex and often involves multiple
jurisdictions. Tax advisors, who are experts in this field, provide the specialized
advice that is beyond the scope of a TCSP's administrative and compliance role.
Collaboration with them ensures that clients' structures are tax-efficient and fully
compliant.

e Implementing Tax Structures: Working with tax advisors to set up and
administer the legal structures they design. For example, if a tax advisor
recommends a particular trust or corporate structure to achieve a client's tax
goals, the TCSP is responsible for the meticulous legal and administrative
implementation of that structure.

e Information Exchange: Providing tax advisors with the relevant financial
information and records they need to give accurate advice and to prepare tax
returns in various jurisdictions.

e Staying Current: Keeping knowledge up-to-date with general tax principles and
international reporting requirements (like CRS and FATCA) to have informed
conversations with tax advisors and to ensure the administration of the client's
affairs is conducted in a compliant manner.

This seamless collaboration with external experts allows a TCSP to provide an
integrated and high-quality service, ensuring that every aspect of the client's
corporate and financial life is handled with the appropriate level of expertise and
oversight.
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Part Four: The TCSP Professional

Chapter 11: Career Paths within a TCSP

Understanding the various roles within a TCSP is essential for new joiners to grasp a
company's structure and identify their place within it. Each role is distinct, yet all are
interconnected and vital to delivering a comprehensive and compliant service. Here
is a detailed overview of the key positions found in a typical Gibraltar TCSP.

1. Client Relationship Management (CRM)

The CRM team is the face of the company, serving as the primary point of contact for
clients. This team is focused on building and maintaining strong, long-term
relationships, ensuring client satisfaction and loyalty. A vital role is played in
understanding client needs and connecting them with the right internal experts.

e Primary Responsibilities:
o Serving as the main point of contact for client queries and requests.

o Proactively communicating with clients to ensure a seamless service
experience.

o Identifying opportunities to provide additional services to existing clients.

o Coordinating with different departments (e.g, Administration,
Compliance, Accounting) to ensure client requests are handled efficiently.

o Managing client feedback and resolving any issues or complaints.

e Key SKkills: Exceptional interpersonal and communication skills, deep
understanding of the firm's services, problem-solving abilities, and a customer-
centric mindset.

e Career Path: A career in CRM can start with a support role and advance to Senior
CRM Manager, followed by a Director-level position focused on business
development and client retention.

2. Trust Officer / Trust Administrator

This role is at the heart of the fiduciary business. A Trust Officer is responsible for
the day-to-day administration of trusts, foundations, and other private client
structures. This is a client-facing role that requires a high degree of trust and
professionalism.

e Primary Responsibilities:

o Assuming ownership of trust assets and managing in accordance with the
trust deed and the settlor's wishes.

o Communicating with settlors, beneficiaries, protectors and their advisors.
o Preparing for and managing trustee meetings.

o Evaluating, processing, and executing the distribution of trust assets or
funds to beneficiaries following formal trustee approval.

o Reviewing financial statements and ensuring all accounting and tax
reporting for the trust is handled correctly.

o Ensuring the trust remains compliant with all legal and regulatory



requirements.

e Key SKkills: Fiduciary knowledge, excellent communication, attention to detail,
and a strong sense of responsibility.

e Career Path: This role often begins at a junior level and can progress to Senior
Trust Officer, then to Manager, and ultimately to a Director-level position
overseeing a team or department.

3. Company Administrator

A Company Administrator is responsible for the professional and legal
administration of the corporate entities (e.g., private limited companies) managed
by the TCSP.

e Primary Responsibilities:

o

o

Maintaining statutory registers (directors, shareholders, etc.).

Filing annual returns and other statutory documents with Companies
House.

Ensuring companies adhere to their constitutional documents and legal
obligations.

Handling corporate secretarial duties, such as drafting board minutes and
resolutions.

Assisting with company incorporations, dissolutions, and changes in
corporate structure.

e Key SKills: Strong organizational skills, knowledge of corporate law, meticulous
attention to detail, and efficient time management.

e Career Path: Similar to the Trust Officer path, this role can advance from
Administrator to Senior Administrator, to Team Leader, and finally to a
management position.

4. Compliance Officer / AML Officer

The Compliance Officer is a crucial "gatekeeper” and a front-line defense against
financial crime. The role is to ensure the firm and its clients adhere to all Anti-Money
Laundering (AML) and Counter-Terrorism Financing (CFT) regulations.

e Primary Responsibilities:

o

o

Conducting detailed Know Your Client (KYC) and Customer Due Diligence
(CDD) procedures.

Performing enhanced due diligence (EDD) for high-risk clients, including
Politically Exposed Persons (PEPs).

Monitoring client transactions for suspicious activity.
Preparing and maintaining compliance policies and procedures.

Working with the Money Laundering Reporting Officer (MLRO) to
escalate red flags and prepare Suspicious Activity Reports (SARs).

Providing internal training on compliance policies and new regulations.

e Key SKkills: Deep knowledge of AML/CFT legislation, strong analytical skills,
attention to detail, and the ability to work under pressure.

e Career Path: This is a specialized path. An individual can start as a Compliance
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Assistant and progress to Compliance Officer, Senior Compliance Officer, and
ultimately, to the role of Money Laundering Reporting Officer (MLRO) or Head of
Compliance.

5. Accountant

The Accountant is responsible for the accurate and timely financial reporting of all
managed entities. This work provides the critical financial data that is used by
clients, auditors, and regulators.

e Primary Responsibilities:
o Maintaining the statutory books and records for each entity.

o Preparing annual financial statements in accordance with relevant
standards (e.g., IFRS).

o Liaising with external auditors to facilitate the annual audit process.
o Managing cash flow and payment instructions for client entities.
o Ensuring all tax-related reporting is completed on time.

e Key SKills: Accounting qualifications (e.g., ACCA, ACA), strong numerical skills,
proficiency with accounting software, and an understanding of international
financial reporting standards.

e Career Path: The path for an Accountant often leads from a junior role to a
qualified Accountant, then to a Senior Accountant, and finally to a Financial
Controller or Head of Department role.

6. Legal Counsel

Larger TCSPs may have an in-house Legal Counsel, while others rely on external law
firms. This role provides legal advice to the firm and its clients on all aspects of trust
and corporate law.

e Primary Responsibilities:

o Drafting and reviewing legal documents, such as trust deeds, partnership
agreements, and company constitutional documents.

o Advising on complex legal issues, including changes in legislation, legal
disputes, and corporate transactions.

o Ensuring the firm and its clients comply with all applicable laws.

e Key SKills: Legal qualifications (e.g., lawyer, barrister), expert knowledge of
corporate and trust law, excellent analytical and drafting skills.

e Career Path: This role requires a full legal qualification. An individual may
progress from Legal Counsel to Head of Legal or General Counsel, or they may
choose to specialize in a specific area of law.

Required Qualifications and Continuous Professional Development (CPD)

The TCSP industry in Gibraltar is highly professional, and career progression is often
tied to obtaining formal qualifications and a commitment to lifelong learning. While
a university degree is beneficial, industry-specific qualifications are essential for
advancing in a career.

Formal Qualifications For roles like Trust and Company Administration,
professional qualifications are a passport to career progression. The following are
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the most recognized and valued in the industry:

e STEP (Society of Trust and Estate Practitioners): A highly respected global
professional body for practitioners in the fields of trusts and estates. Obtaining
the STEP Diploma is a common and prestigious path for Trust Officers. It
demonstrates expertise and a commitment to the highest professional standards.

e ICSA (The Chartered Governance Institute): This body provides qualifications
for professionals working in governance and company secretarial roles. The
Chartered Governance Qualifying Programme is a key qualification for Company
Administrators. It covers a wide range of topics, from corporate law to governance
and administration, providing a solid knowledge base for the role.

For other specialized roles, the qualifications are more focused:

e Accountants typically pursue qualifications such as ACCA (Association of
Chartered Certified Accountants) or ACA (Associate of the Institute of Chartered
Accountants). These are rigorous, globally recognized accounting qualifications.

e Compliance professionals often obtain certifications from bodies like the
International Compliance Association (ICA). These certifications focus on areas
like money laundering prevention, financial crime, and risk management.

Continuous Professional Development (CPD) The financial and regulatory
landscape is constantly changing. Therefore, Continuous Professional Development
(CPD) is not just a recommendation—it is a mandatory requirement for maintaining
professional standing.

e Staying Current: CPD ensures professionals remain up-to-date with the latest
laws, regulations, and best practices. Regulators, including the GFSC, often require
professionals to complete a minimum number of CPD hours each year.

e Training and Workshops: Firms provide regular internal training sessions on
key topics such as new AML regulations, technology updates, and changes in tax
laws. Attendance is expected and must be taken seriously.

e Conferences and Seminars: Attending external conferences and seminars is an
excellent way to network with other professionals and gain insights into broader
industry trends.

Local associations in Gibraltar play a vital role in this, with bodies like the Gibraltar
Association of Compliance Officers (GACO), the Association of Trust and Company
Managers (ATCOM), and STEP Gibraltar providing regular training sessions and
seminars specifically designed to help professionals meet their CPD requirements.

Embracing professional qualifications and committing to CPD is essential for
personal growth and career advancement. It also demonstrates a dedication to
excellence, which strengthens a firm's reputation and contributes to the overall
professionalism of Gibraltar's financial services sector.

Career Progression Frameworks and Opportunities Within the Sector

Within the TCSP industry, a career path is not limited to a single department. The
skills acquired are highly transferable, allowing for advancement both vertically
within a team and horizontally into other areas of the business. Most firms follow a
clear progression framework that provides a transparent roadmap for a professional
journey.

The Vertical Progression Path The most common way to advance is by moving up
the ladder within a chosen department. A typical career ladder looks like this:



e Entry-Level/Junior: In the first few years, the focus is on foundational skills and
routine tasks, such as data entry, file management, and assisting senior staff with
administrative duties.

e Administrator/Officer: As experience and professional qualifications are
gained, more complex case files and client relationships are taken on. This is
where knowledge begins to be applied in a practical way.

e Senior Administrator/Senior Officer: At this level, the individual is a seasoned
expert. A portfolio of the firm's most complex clients is managed, and the role acts
as a mentor and guide for more junior team members.

e Manager/Team Leader: This is a key leadership position where the focus shifts
from managing files to managing people. Responsibilities include supervising a
team, allocating tasks, and ensuring all team goals and deadlines are met.

e Director/Head of Department: This is a senior-level role that involves setting
departmental strategy, managing the firm’s most important client relationships,
and reporting directly to the executive board.

Horizontal and Specialization Opportunities The diverse nature of a TCSP means
there are numerous opportunities to specialize or move into a new department.

e From Administration to Compliance: A Company or Trust Administrator with
a keen interest in risk and regulation can move into the Compliance department.
Administrative experience is invaluable, providing a pre-existing understanding
of client files and operational procedures from the inside.

e From Client-Facing to Technical: An Administrator or Officer with a flair for
numbers can specialize in tax compliance or move into the Accounting
department.

e From any role to Client Relationship Management: As experience is gained
and a professional network is built, a move to the CRM team is a natural
progression. In-depth knowledge of the services allows for the building of
stronger client relationships and the development of new business for the firm.

In addition to these paths, there are also opportunities to specialize in niche areas,
such as trusts for high-net-worth families, real estate structures, or crypto-asset
businesses. The more knowledge and experience gained, the more a career can be
tailored to match passions and strengths.

Developing Essential Soft Skills for Success

While formal qualifications and technical knowledge are non-negotiable, it is often
soft skills that determine how quickly advancement occurs and how successful an
individual becomes in the TCSP industry, as in any professional business. These are
the interpersonal and communication abilities that allow for effective work with
clients, colleagues, and other professionals. Mastering these skills is a key part of
continuous professional development.

e Problem-Solving and Critical Thinking: Clients come to TCSPs with complex
challenges. The ability to analyze a situation, identify the core issue, and propose
a sound, compliant solution is highly valued. This involves asking the right
questions, thinking logically, and being able to connect the dots between different
pieces of information. It is the difference between simply following a process and
truly understanding client needs.

e (Client Communication: Clear, professional, and empathetic communication is
the foundation of the business. Professionals must be able to explain complex
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legal and financial concepts to clients in a way that is easy to understand. This
involves active listening, asking clarifying questions, and being prompt and
transparent in responses. A client's trust is directly tied to the ability to
communicate effectively.

e Teamwork and Collaboration: No single person can provide all the services a
TCSP offers. Success depends on seamless collaboration between different teams,
from administration to compliance to accounting. Professionals must be able to
share information efficiently, respect departmental boundaries, and work
together toward a common goal. This is a business where a siloed approach can
lead to errors and inefficiencies.

e Time Management and Organization: The TCSP environment is deadline-
driven and involves managing a large volume of information for multiple clients.
The ability to prioritize tasks, manage time effectively, and maintain a high level
of organization is crucial for ensuring all statutory and client deadlines are met.

e Professionalism and Integrity: This is arguably the most important soft skill. A
TCSP professional acts as an ambassador for the firm and the jurisdiction. A
commitment to integrity, discretion, and ethical behavior is what builds trust with
clients and maintains the reputation of the industry as a whole.

Chapter 12: Professional Development and Ethics

The Importance of Professional Integrity and Ethical Conduct

In the world of financial services, and especially within a TCSP, professional integrity
and ethical conduct are not just abstract concepts—they are the bedrock of the
business. Reputation, and that of Gibraltar as a financial center, is built on trust.
Without it, clients will not entrust a firm with their most valuable assets. Therefore,
every action taken, from a simple email to a complex transaction, must be guided by
an unwavering commitment to honesty and ethics.

Why Integrity is Non-Negotiable The TCSP industry has been scrutinized in the
past, with global events highlighting the misuse of corporate structures by a few bad
actors. This has made the pursuit of the highest ethical standards a core business
imperative.

e Maintaining Client Trust: Clients choose a firm because they trust it with their
financial future, family legacy, and business interests. Upholding integrity
ensures that this trust is never betrayed. Any lapse in ethical judgment can
quickly lead to a loss of client confidence and a complete breakdown of the
professional relationship.

e Protecting the Firm's Reputation: A firm's reputation is its most valuable asset.
A single ethical breach or act of non-compliance can cause irreparable damage
to market standing. It can lead to the loss of clients, fines from regulators, and a
negative public image that is very difficult to restore.

o Upholding Gibraltar's Status: As a professional in a TCSP, one acts as an
ambassador for Gibraltar. Personal conduct reflects on the entire jurisdiction.
Acting with integrity contributes to Gibraltar's reputation as a clean, transparent,
and trusted financial center. This, in turn, helps to attract legitimate business,
which benefits the entire local economy.

Key Ethical Principles in a TCSP Professional conduct is guided by a set of core
ethical principles:



e Fiduciary Duty: This is a legal and ethical obligation to always act in the best
interests of the client. It means professionals must be loyal, honest, and avoid
any conflicts of interest.

o Confidentiality: Handled information is highly sensitive. There is a strict duty to
maintain client confidentiality and to protect private information at all times.
This is also a key principle of GDPR.

o Conflict of Interest: Vigilance is required in identifying and managing any
situation where personal interests could conflict with the interests of a client.
Where a conflict arises, it must be disclosed and managed transparently, or in
some cases, the engagement must be declined.

e Compliance with the Spirit of the Law: While following the letter of the law is
mandatory, acting with integrity means going further. The spirit of the law must
always be considered, avoiding the facilitation of any arrangements that, while
technically legal, are designed to mislead or deceive regulators or other parties.

The Role of the Individual Every person in the firm, from a new joiner to a senior
director, has a personal responsibility to act with integrity. It is not just the job of the
Compliance Officer. If something seems wrong or unethical, there is a duty to report
it to a manager or to the MLRO. This commitment to speaking up and doing the right
thing, even when it is difficult, is what truly defines a professional in the industry.

Navigating Conflicts of Interest and Maintaining Client Confidentiality

In a TCSP, managing conflicts of interest and upholding client confidentiality are not
just rules—they are daily responsibilities that protect clients and reputation. These
two principles are essential for operations and are at the core of ethical standards.

Navigating Conflicts of Interest A conflict of interest arises when a professional's
personal interests or their duty to one client could potentially interfere with their
ability to act in the best interests of another client. In a TCSP that manages a diverse
portfolio of clients and structures, potential conflicts are a constant reality that must
be actively managed.

o Identifying a Conflict: The first step is to be vigilant and identify a potential
conflict as early as possible. This responsibility falls on everyone in the firm. An
internal system is used to log all new clients and engagements, which helps
screen for any existing or potential conflicts.

e Disclosure: If a conflict is identified, it must be disclosed to all relevant parties
transparently and without delay. This includes informing the affected clients
and, if necessary, the firm's compliance officer.

e Management or Avoidance: Depending on the nature of the conflict, there is a
clear protocol for handling it.

o Management: For minor conflicts, a "Chinese Wall" might be created. This
is an ethical barrier that separates teams working for different clients to
ensure no confidential information is shared. This measure ensures that
each team can act independently and in the best interest of its own client.

o Avoidance: If a conflict is too severe to manage, the engagement must be
declined entirely. This is a difficult but necessary decision that protects
the integrity of the firm and the clients.

Maintaining Client Confidentiality Client confidentiality is the legal and ethical
duty to protect all information a client shares. The business is built on trust, and
clients entrust highly sensitive information about their finances, family affairs, and
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business strategies.

¢ The Scope of Confidential Information: This includes a wide range of data,
from identity documents and bank statements to trust deeds and personal
communications. All of this information must be treated with the utmost care.

e Data Security: Robust technical and physical security measures are used to
protect this information.

o Digital Security: All electronic files are stored on secure, password-
protected servers with encryption. Secure methods are used for
transferring files to and from clients and advisors.

o Physical Security: All physical documents are stored in locked cabinets
within a secure office environment to prevent unauthorized access.

e Professional Conduct: Maintaining confidentiality is not just a matter of
technology; it is also a matter of professional conduct. It means never
discussing client matters in public spaces, on social media, or with any
colleague who does not have a professional need to know the information.

By rigorously navigating these two principles, clients are protected from harm,
ensuring the trust that is fundamental to the business is maintained.

Adherence to Professional Codes of Conduct and Industry Best Practices

Beyond legal and regulatory compliance, the TCSP profession is governed by a set of
ethical standards laid out in professional codes of conduct. Adhering to these codes
is a core requirement for licensed practitioners and a vital component of a firm's
commitment to excellence. These codes are designed to ensure that rules are not
only followed, but that actions are taken with the highest level of integrity,
competence, and professionalism in all dealings.

The Role of Professional Bodies Professional bodies like the Society of Trust and
Estate Practitioners (STEP) and the Chartered Governance Institute (ICSA) play a
crucial role in setting these standards. They provide the frameworks and training
that shape a professional's ethical compass. Their codes of conduct provide a clear
set of principles that practitioners must follow to maintain their professional
designation and membership.

Key Principles of Professional Conduct While each code of conduct has its own
specific rules, they are all built on the same core principles:

o Integrity: Professionals must act with honesty and integrity in all business
relationships and professional activities. This means being straightforward and
truthful and avoiding any action that could mislead or deceive.

e Objectivity: Personal interests, bias, or the influence of others must not be
allowed to override professional or business judgment. For example, a
professional must provide objective advice to a client, regardless of their
personal relationship with them.

e Professional Competence and Due Care: There is a duty to maintain
professional knowledge and skills at a level that ensures a client receives
competent service. This requires a commitment to continuous learning and
staying current with industry developments.

e Confidentiality: As discussed earlier, this is a cornerstone principle that must
be adhered to at all times, even after the client relationship has ended.

¢ Professional Behavior: Actions should be consistent with the good reputation
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of the profession and the firm. This includes acting with courtesy, politeness, and
respect toward all colleagues and clients.

Adopting Industry Best Practices Adherence to professional codes of conduct is
often intertwined with adopting industry best practices. These are methods and
procedures that are not always legally mandated but are recognized as the most
effective and efficient ways to operate.

For a TCSP, this could include using advanced technology for due diligence,
implementing clear communication protocols, or adopting enhanced -client-
onboarding procedures. By embracing these best practices, operations go beyond
mere compliance, demonstrating a commitment to operational excellence. This
proactive approach strengthens risk management and enhances the reputation of a
trusted provider in a competitive global market.

Understanding Personal Liability and Professional Responsibilities

In the Gibraltar TCSP sector, professional roles carry significant legal weight.
Accountability is not solely a corporate obligation; it is an individual responsibility.
Under the Proceeds of Crime Act 2015 (POCA) and the Terrorism Act, staff members
can be held personally liable for actions or omissions that constitute a breach of duty
or a violation of financial crime legislation.

1. Primary Statutory Offences under POCA The law ensures that legal
accountability extends to every level of a TCSP. Specific offences carry severe
personal penalties, including fines and imprisonment:

o Failure to Disclose: If an individual possesses information that gives rise to a
reasonable suspicion of money laundering and fails to report it to the Money
Laundering Reporting Officer (MLRO), a criminal offence is committed.
Professional pressure or a high volume of work does not provide a valid legal
defence for failing to fulfil this statutory reporting requirement.

o Tipping-Off Offences: It is a criminal offence to disclose to a client or any third
party that a Suspicious Activity Report (SAR) has been filed or that a financial
crime investigation is being conducted. Any communication that alerts a client to
compliance suspicions—even if indirect or subtle—may be legally categorized as
"tipping-off."

o Knowingly Assisting: Providing assistance in the movement of illicit funds, or
knowingly assisting in criminal activity, carries the most severe legal penalties
under Gibraltar law.

2. Professional Standards and the Duty of Care To mitigate the risk of personal
liability, professionals must adhere to established standards of conduct. These
standards define the "reasonable professional” baseline used in legal proceedings:

¢ Fiduciary Duty and Breach of Trust: For roles involving fiduciary duties (such
as professional directors or trustees), there is a legal requirement to act in the
absolute best interest of the entity or beneficiaries. A failure to act with the
required skill and care that results in a financial loss can lead to personal civil
liability.

e The Duty to Report: The act of formally escalating a suspicion to the MLRO is
the primary mechanism for transferring the legal burden of responsibility from
the individual to the reporting officer. Maintaining silence on a suspicion leaves
the individual personally exposed to the "Failure to Disclose" offence.

e Continuous Professional Development (CPD): Maintaining current
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knowledge of the National Risk Assessment (NRA) 2025 and evolving
regulations is a mandatory professional responsibility, not an optional exercise.

3. Whistleblowing and Institutional Safeguards Gibraltar’s regulatory framework
and internal firm structures provide specific safeguards to protect employees who
act in good faith:

¢ Whistleblowing Protections: Employees have a legal right to report internal
wrongdoing or systemic failures directly to the Gibraltar Financial Services
Commission (GFSC) or the Gibraltar Financial Intelligence Unit (GFIU). The law
ensures that individuals making such "protected disclosures"” are shielded from
detrimental treatment or unfair dismissal.

e Supervision and Training: Adherence to internal manuals and attendance at
mandatory training provide the evidence required to prove that an individual
acted within the expected professional standard of care.

e Professional Insurance: TCSPs typically maintain Professional Indemnity (PI)
and Directors and Officers (D&0) insurance. These policies are designed to cover
legal costs and compensation claims resulting from alleged wrongful acts,
neglect, or errors made during the course of professional duties.

Conclusion: The Standard of Conduct Personal protection in the TCSP sector is
best maintained through transparency and strict adherence to internal procedures.
By identifying "red flags" and promptly escalating suspicions to the MLRO, a
professional fulfills their statutory obligations and protects their own professional
standing.

How the Firm Protects Employees While personal liability remains a significant
consideration, comprehensive systems and safeguards are maintained to mitigate
risk:

e Training and Clear Policies: Extensive training is provided, and detailed
written policies and procedures are maintained. Adherence to these guidelines
ensures actions remain consistent with the professional standard of care.

e Supervision: Employees operate under the guidance of experienced managers
who are responsible for reviewing work and ensuring it meets established
quality standards.

e Professional Indemnity (PI) Insurance: Professional indemnity insurance is
maintained, offering protection against financial losses arising from claims of
negligence or malpractice.

e Directors and Officers (D&O0) Insurance: In addition to PI insurance, D&O
insurance is typically held to cover compensation claims made against directors
and key managers for alleged wrongful acts. Covered acts may include:

o Breach of trust or duty

o Neglector error

o Misleading statements

o Wrongful trading
Every individual within a Trust and Corporate Service Provider (TCSP) holds a
position of trust and responsibility. A thorough understanding of personal liability

and professional duties is essential for individual protection and for maintaining the
integrity of the firm and the broader financial services sector.
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Chapter 13: Future Trends and Challenges

Impact of International Initiatives (e.g., OECD, FATF) on the Industry

The TCSP industry is in a constant state of evolution, driven largely by the efforts of
powerful international bodies like the Organisation for Economic Co-operation and
Development (OECD) and the Financial Action Task Force (FATF). These
organizations set the global standards that jurisdictions like Gibraltar must adopt to
maintain reputation and access to international markets. Understanding their
influence is crucial for anticipating future challenges and opportunities.

FATF and the Fight Against Financial Crime

The FATF is the global standard-setter for anti-money laundering (AML), counter-
terrorist financing (CFT), and Counter-Proliferation Financing (CPF). Its
recommendations provide the foundational framework that jurisdictions use to
draftlocal laws and regulations. The FATF's ongoing influence has led to several key
shifts in the TCSP industry:

o Risk-Based Approach: The FATF's emphasis on a risk-based approach means
that regulators and firms must continually assess and address the specific risks
faced. This has led to the development of sophisticated due diligence and
transaction monitoring systems.

e Beneficial Ownership Transparency: The FATF has been a key driver in the
global push for beneficial ownership transparency. This has forced TCSPs to
collect and verify information on the true owners of all legal structures, a
significant change from the past where nominee arrangements were more
common.

e Global Peer Reviews: The FATF conducts mutual evaluations, where a
jurisdiction's compliance with its standards is reviewed by other countries. A
negative review can result in a jurisdiction being placed on a "grey list” or "black
list," which can severely impact its financial industry. This creates immense
pressure for Gibraltar to maintain the highest standards.

OECD and the Era of Tax Transparency

The OECD is a global forum that promotes policies to improve the economic and
social well-being of people around the world. Its influence on the TCSP industry is
primarily through its work on tax transparency and base erosion and profit shifting
(BEPS).

e Common Reporting Standard (CRS): The CRS is the OECD's primary tax
reporting framework. It is a multilateral agreement that requires jurisdictions to
automatically exchange financial account information with each other on an
annual basis. The CRS has made it virtually impossible to hide financial assets in
offshore jurisdictions for the purpose of tax evasion. TCSPs are now legally
required to collect and report this information for clients.

o Base Erosion and Profit Shifting (BEPS): The BEPS project is a set of measures
designed to combat tax avoidance by multinational corporations. The OECD's
BEPS framework has led to new rules on economic substance, requiring TCSPs to
ensure that the managed companies have real business operations and not just a
brass plate address. This has reshaped the way corporate structures are designed
and administered.

The Future of the TCSP Professional



These international initiatives are not a one-time event; they represent a continuous

evolution of global standards. For TCSPs and professionals in the industry, this
means:

e A Shift to Compliance Expertise: The role of a TCSP has moved from simple
administration to being a highly skilled expert in navigating a complex web of
compliance and regulatory requirements.

e Technology Adoption: To meet these demands efficiently, TCSPs must invest in
advanced technology for due diligence, reporting, and data management.

e Continuous Learning: The constant introduction of new standards and

regulations means that continuous professional development is more important
than ever before.

C@ International Standards
%, (FATF, OECD)

g Gibraltar Legislation (POCA, etc.)

@ Regulator (GFSC)

=
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Technological Advancements (e.g., FinTech, DLT/Blockchain) and Their Influence on
TCSP Services

The TCSP industry, traditionally reliant on paper-based processes and manual
administration, is being reshaped by a wave of technological advancements. FinTech
(financial technology) and Distributed Ledger Technology (DLT), such as blockchain,
are not just changing how firms operate, but are also creating entirely new service
offerings and a different set of professional skills.

The FinTech Revolution: Automation and Efficiency FinTech has brought about
significant improvements in the operational efficiency of TCSPs. By automating

routine and repetitive tasks, it allows professionals to focus on more complex, value-
added work.

e Automated Due Diligence: Tools using Al and machine learning can instantly
screen a client against global sanctions lists, PEP databases, and adverse media.
This dramatically reduces the time and effort required for KYC and CDD, making
the process faster and more accurate.

e Digital Onboarding: Online platforms with digital identity verification and
secure document submission have streamlined the client onboarding process.
This not only improves the client experience but also creates a more secure and
auditable record.

e RegTech (Regulatory Technology): This is a specialized subset of FinTech
focused on compliance. RegTech solutions help TCSPs manage reporting
obligations, track regulatory changes, and monitor transactions for suspicious
activity in real-time, greatly enhancing the firm's ability to remain compliant.

DLT and Blockchain: New Horizons for the TCSP

Distributed Ledger Technology (DLT), the technology behind cryptocurrencies like
Bitcoin, has a profound influence on the future of TCSP services, particularly in
Gibraltar, a jurisdiction that has been at the forefront of DLT regulation.

¢ Enhanced Transparency: Blockchain's immutable and transparent ledger can be
used to create permanent records of corporate ownership and asset transfers.
This can simplify the process of identifying a company's Ultimate Beneficial
Owner (UBO) and reduces the risk of fraud.

e Smart Contracts: These are self-executing contracts with the terms of the
agreement directly written into code. Smart contracts can automate tasks like
dividend payments or the transfer of shares upon a specific event. For TCSPs, this
means a shift from manual administration to managing the code and governance
of these digital agreements.

o Digital Assets: With Gibraltar's forward-thinking approach to DLT, TCSPs are
now being asked to manage legal entities that hold digital assets. This requires
new expertise in areas such as digital asset wallets, key management, and the
specific regulatory compliance related to this evolving asset class.

A New SKkill Set for TCSP Professionals The integration of these technologies
means that the skills required for a successful career are changing. While legal and
fiduciary knowledge remains paramount, future TCSP professionals will also need to
be technologically savvy. A basic understanding of how these systems work, as well
as a willingness to adapt to new technology, will be essential for success. The move
towards digital systems is not just an efficiency play; it is a fundamental
transformation of the industry.



The Rise of Artificial Intelligence (Al) and Its Impact

Beyond FinTech and DLT, Artificial Intelligence (Al) is poised to become one of the
most transformative technologies for the TCSP industry. Al is shifting from a
background automation tool to a proactive assistant that can enhance efficiency,
strengthen compliance, and personalize client services in unprecedented ways. For
TCSPs, strategically leveraging Al will be critical to remaining competitive.

How Al is Reshaping the TCSP Industry

Enhanced Compliance and Risk Management: Al systems excel at analyzing
vast and complex datasets in real-time. This allows them to detect suspicious
transaction patterns, screen clients against global sanctions and adverse media
lists, and identify non-compliant activities far more effectively than manual
processes, significantly strengthening a firm's AML, CFT, and CPF framework.

Automation of Repetitive Tasks: Al-powered systems can automate routine and
time-consuming administrative work. For example, Generative Al can assist in
drafting standard board minutes, client correspondence, and resolutions, freeing
up professionals to focus on higher-value, strategic work that requires human
judgment.

Streamlined Due Diligence: Al tools can accelerate the Know Your Client (KYC)
and client onboarding process by automatically extracting and verifying
information from identity documents, corporate registry data, and legal contracts.
This reduces the risk of human error and boosts operational efficiency.

Data-Driven Insights and Personalized Service: By analyzing a client's
portfolio, transaction history, and market trends, Al can provide professionals
with proactive insights. This enables the anticipation of client needs, the offering
of more tailored advice, and the delivery of a more personalized service at scale,
deepening client relationships.

Challenges and the Importance of Human Oversight

The adoption of Al also presents significant challenges that firms must manage:

Data Privacy and Security: The use of Al with highly sensitive client data raises
critical concerns about data privacy, security, and compliance with regulations
like GDPR. Firms must ensure that any Al solution has robust security protocols.

The "Human in the Loop": Al is a powerful tool, but it is not a substitute for
professional judgment and experience. A critical principle is maintaining a
"human in the loop” to review, verify, and take responsibility for Al-generated
outputs. The ultimate legal and ethical liability rests with the TCSP professional,
not the algorithm.

The Al Skills Gap: A workforce skilled in leveraging Al tools is needed, and there
is a significant gap that companies must address through upskilling and training
to avoid potential job displacement and ensure equitable access to Al benefits. For
the TCSP professional, this upskilling focuses on developing new competencies to
work alongside Al It involves learning how to critically evaluate Al-generated
outputs for accuracy and compliance, and how to use these tools ethically to
augment, not replace, professional judgment.

Ultimately, the successful integration of Al will depend on a firm's ability to
implement these tools strategically. For the TCSP professional, Al should be viewed
not as a replacement, but as a powerful assistant that handles data-intensive tasks,
allowing focus to remain on what humans do best: expert analysis, complex problem-
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solving, and building client trust.

Evolving Regulatory Landscape and Strategies for Adaptation

The TCSP industry has always been defined by its ability to adapt to new regulations.
As global financial transparency initiatives intensify, the regulatory landscape is
becoming increasingly complex and demanding. Staying ahead of these changes is no
longer a choice—it is a requirement for survival and for maintaining Gibraltar's
reputation as a trusted jurisdiction.

The Shifting Regulatory Paradigm

The era of static, country-specific laws is over. The new regulatory paradigm is
characterized by:

Global Harmonization: International bodies like the OECD and FATF are pushing
for a single set of standards across the globe. This means that a new rule
introduced in one major jurisdiction is likely to be adopted in Gibraltar and
elsewhere, creating a constant need for adaptation.

Focus on Substance over Form: Regulators are no longer satisfied with a
company's legal existence on paper. They now require proof of economic
substance, meaning that a company must have genuine business operations and
be managed from the jurisdiction where it is incorporated.

Real-Time Reporting: The move towards automatic exchange of information,
such as with CRS, has created an expectation for more real-time, transparent
reporting. This requires TCSPs to have robust digital systems that can capture and
report data accurately and on time.

Strategies for Adaptation

To navigate this evolving landscape, TCSPs are adopting proactive strategies that go
beyond simple compliance.

Embracing a Culture of Proactive Compliance: The best-run TCSPs have moved
from a reactive approach (responding to regulations after they are introduced) to
a proactive one. This means anticipating future regulatory trends and building
systems and processes to meet them in advance.

Investing in Specialized Talent: A professional in today's TCSP must be an
expertin both a primary role (e.g., trust administration) and in compliance. Firms
are investing in training and hiring individuals with dual expertise who can
seamlessly integrate compliance into daily tasks.

Leveraging Technology for Regulatory Compliance: Technology is the primary
tool for adaptation. RegTech solutions can automate the identification of a new
client's risk factors, flag suspicious transactions in real-time, and simplify complex
reporting obligations.

Focus on High-Quality Business: The changing landscape has made it
uneconomical to administer low-value, high-risk structures. TCSPs are now
focusing on providing a premium service to legitimate clients who value
compliance and transparency, further reinforcing the jurisdiction's reputation.

In essence, the future of the TCSP industry is defined by an ongoing journey of
adaptation. By staying ahead of global trends and adopting a strategy of proactive
compliance, Gibraltar's TCSPs can continue to thrive in an increasingly transparent
and demanding financial world.
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Sustainability and Environmental, Social, and Governance (ESG) Considerations in
Wealth Management

The concept of sustainability and Environmental, Social, and Governance (ESG) is no
longer a niche concern but a major trend that is reshaping the global financial
services industry, including wealth management and the TCSP sector. Clients,
particularly the younger generation of wealth holders, are increasingly focused on
ensuring investments and business activities have a positive impact on the world.
This requires TCSPs to evolve services to meet these new demands.

What is ESG?

ESG refers to the three central factors in measuring the sustainability and ethical
impact of an investment or business.

Environmental: This includes a company's impact on the natural world, such as
its carbon emissions, energy efficiency, waste management, and conservation
efforts.

Social: This refers to a company's relationship with its employees, suppliers,
customers, and the communities in which it operates. It includes factors like
diversity, human rights, labor practices, and community engagement.

Governance: This is the internal system of practices, controls, and procedures by
which a company is directed and managed. It covers issues such as board
diversity, executive pay, internal audits, and shareholder rights.

The Role of TCSPs in the ESG Shift

For TCSPs, the rise of ESG has a direct impact on the services provided. It is no longer
enough to simply ensure legal compliance; professionals must also be able to advise
clients on how to align wealth and corporate structures with ethical values.

Trust and Foundation Structuring: TCSPs are increasingly being asked to
establish trusts and foundations for philanthropic or environmental purposes.
These structures are specifically designed to fund charitable causes or promote
sustainable initiatives, allowing clients to build a lasting legacy.

ESG Investment Policies: For trusts and companies with investment portfolios,
responsibility lies in implementing the client’s instructions regarding ESG. This
could involve working with external fund managers to ensure investments meet
specific ESG criteria or avoiding investments in sectors that are not aligned with
the client’s values (e.g., fossil fuels or tobacco).

Corporate Governance: In the role of professional directors, there is a
responsibility to ensure that the administered companies adhere to high
standards of governance. This includes ensuring fair business practices,
transparent reporting, and ethical decision-making, which are all key components
of the "G" in ESG.

Reporting and Transparency: As the demand for ESG-related information
grows, it is necessary to provide clients and stakeholders with transparent
reporting on the ESG performance of assets and investments. This requires new
skills in data collection and reporting.

Challenges and Opportunities The rise of ESG presents both challenges and
opportunities for the TCSP industry. A key challenge is the lack of standardized ESG



reporting metrics, which can make it difficult to measure and compare performance.
However, this also presents a major opportunity for TCSPs to become trusted
advisors in this new and complex field. By building expertise in ESG, a new, high-
value service can be provided that helps clients navigate these ethical considerations
and ensures wealth is used for a purpose beyond financial returns.

Emerging Markets and Future Growth Areas for TCSPs

As the global economy shifts, new areas of opportunity are emerging for the TCSP
industry. While traditional markets in Europe and North America remain important,
TCSPs are increasingly looking to emerging markets to find new clients and growth.
These are economies that are experiencing rapid growth and industrialization,
leading to a new generation of wealth creators and entrepreneurs who require
sophisticated wealth management and corporate structuring services.

The Drivers of Growth in Emerging Markets

The demand for TCSP services in these regions is driven by several factors:

Rapid Wealth Creation: As economies grow, so does the number of high-net-
worth individuals and families. These new wealth creators often need assistance
with succession planning, asset protection, and tax-efficient structures for their
businesses.

Globalization of Business: Companies in emerging markets are increasingly
expanding operations internationally. They require corporate structures that can
facilitate cross-border transactions, manage intellectual property, and ensure
compliance with international laws.

Political and Economic Instability: In some emerging markets, clients seek a
stable and secure legal environment to hold and protect assets. A jurisdiction like
Gibraltar, with its English common law system and stable political environment,
offers a safe haven for wealth.

Key Regions for Future Growth

Several regions are considered key growth areas for the TCSP industry:

Southeast Asia: With its fast-growing economies and a burgeoning tech sector,
countries in this region are creating a new generation of wealthy entrepreneurs
who require sophisticated corporate and trust structures.

Latin America: As political and economic stability improves in parts of this
region, clients are increasingly looking for ways to protect wealth and plan for the
future.

Parts of Africa and the Middle East: Growth in sectors like technology, mining,
and finance is creating new wealth that requires professional management and
structuring.

The Role of Gibraltar-Based TCSPs

Gibraltar is well-positioned to serve these emerging markets due to its reputation
for stability, compliance, and expertise. The strategy for growth in these regions
involves:

Building local partnerships: Collaborating with local law firms and financial
advisors to better understand the unique needs of clients in these jurisdictions.

Developing new services: Creating tailored products and services that address
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the specific challenges and opportunities in these markets, such as structuring for
foreign direct investment or managing digital assets.

Maintaining regulatory excellence: The commitment to the highest
international standards, set by bodies like the FATF and OECD, is the greatest
asset. It provides the assurance of security and transparency that clients from
less-regulated jurisdictions are actively seeking.

By proactively engaging with these emerging markets, TCSPs can secure long-term
future growth and reinforce Gibraltar's position as a global leader in professional
financial services.
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Appendix

Glossary of Key Terms

AML (Anti-Money Laundering): A set of laws and procedures designed to
prevent criminals from disguising illegally obtained money as legitimate income.

CFT (Combating the Financing of Terrorism): Measures and regulations aimed
at preventing the provision of funds to individuals or groups for terrorist
purposes.

CDD (Customer Due Diligence): The process of verifying a client's identity and
assessing their risk profile.

CRS (Common Reporting Standard): An international standard developed by
the OECD for the automatic exchange of financial account information between
tax authorities.

DLT (Distributed Ledger Technology): A decentralized database managed by
multiple participants, such as the blockchain technology wused for
cryptocurrencies.

EDD (Enhanced Due Diligence): A more rigorous level of due diligence applied
to high-risk clients.

ESG (Environmental, Social, and Governance): A framework used to measure
the sustainability and ethical impact of a company or investment.

FATF (Financial Action Task Force): An inter-governmental body that sets
international standards for AML and CFT.

FinTech (Financial Technology): The use of new technology to improve and
automate financial services.

GFSC (Gibraltar Financial Services Commission): The independent regulatory
body for financial services in Gibraltar.

KYC (Know Your Client): The process of verifying a client’s identity and financial
background to ensure they are legitimate.

MLRO (Money Laundering Reporting Officer): A designated senior officer
responsible for receiving and investigating internal reports of suspicious activity.

OECD (Organisation for Economic Co-operation and Development): An
international organization that sets standards on a range of economic and
financial issues, including tax transparency.

PEPs (Politically Exposed Persons): Individuals who hold a prominent public
function and are therefore subject to a higher risk of corruption.

POCA (Proceeds of Crime Act 2015): Gibraltar legislation that provides the legal
framework for combating money laundering and terrorist financing.

SAR (Suspicious Activity Report): A formal report filed with a Financial
Intelligence Unit (FIU) when there is a suspicion of illicit financial activity.

TCSP (Trust and Company Services Provider): A professional firm that
provides administrative and fiduciary services for trusts, companies, and other
legal structures.

UBO (Ultimate Beneficial Owner): The natural person(s) who ultimately own
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or control a legal entity.

ROUBO / RUBOR (Register of Ultimate Beneficial Owners Regulations):
Gibraltar regulations mandating that all incorporated legal entities collect,
maintain, and report accurate and up-to-date information regarding their
ultimate beneficial owners to a centralized national register.

List of Relevant Gibraltar Legislation

Financial Services Act 2019: This is the primary legislation that empowers the
GFSC to license and regulate financial service providers in Gibraltar.

Proceeds of Crime Act 2015 (POCA): The key law for combating money
laundering and terrorist financing. It places a legal obligation on TCSPs to conduct
due diligence and report suspicious activity.

Financial Services (Fiduciary Services) Regulations 2020: Specific regulations
that govern the conduct and operational standards for TCSPs, reinforcing the
principles of the Financial Services Act.

The Trustees Act 1895: The foundational piece of legislation for trust law in
Gibraltar, which outlines the powers, duties, and responsibilities of trustees.

Data Protection Act 2004: The local implementation of the EU's General Data
Protection Regulation (GDPR), which governs how TCSPs handle and protect
client data.

The Private Foundations Act 2017: Legislation that allows for the formation
and administration of private foundations in Gibraltar as a modern alternative to
traditional trusts.

Companies Act 2014: The primary legislation governing the incorporation,
management, and dissolution of companies in Gibraltar.

Useful Resources and Industry Bodies

Staying informed is critical for every professional in the TCSP sector. This list
provides some of the most important resources and organizations for industry
familiarity.

Regulatory and Government Bodies

Gibraltar Financial Services Commission (GFSC): The primary regulator for all
financial services firms in Gibraltar. The GFSC website is a vital source for official
guidance, legislation, and industry news.

Gibraltar Companies House: The official registry for all companies incorporated
in Gibraltar. This is a key resource for company formation and statutory filings.

Gibraltar Financial Intelligence Unit (GFIU): The national agency responsible
for receiving and analyzing Suspicious Activity Reports (SARs).

Gibraltar Finance: The government department responsible for the
international promotion of Gibraltar's financial services industry and the
development of financial sector policy.

Professional and Industry Bodies

Society of Trust and Estate Practitioners (STEP): The leading global
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professional body for practitioners in the fields of trusts and estates. STEP offers
a wide range of qualifications, training, and networking opportunities.

The Chartered Governance Institute (ICSA): A global organization that
promotes good governance and provides qualifications for company secretaries
and governance professionals.

Gibraltar Association of Compliance Officers (GACO): A local association that
provides a forum for compliance professionals to share information and stay
updated on regulatory changes.

Gibraltar Society of Accountants (GSA): The professional body for accountants
in Gibraltar, providing technical support and representing the interests of the
accounting profession.

Gibraltar Funds & Investments Association (GFIA): The association
representing the interests of the funds and investment management sector in
Gibraltar.

Gibraltar Bankers' Association (GBA): The representative body for the banking
community in Gibraltar, fostering collaboration and maintaining high standards
in the sector.

Gibraltar Insurance Association (GIA): The industry body representing the
interests of the insurance and reinsurance sector in Gibraltar.

Gibraltar Association for New Technologies (GANT): Represents the DLT and
crypto-asset sector in Gibraltar, promoting the jurisdiction as a hub for
technological innovation in financial services.

Gibraltar Law Council: The statutory body representing the legal profession in
Gibraltar, ensuring high standards of practice and ethical conduct among legal
practitioners.

International Standard-Setters

Financial Action Task Force (FATF): The global standard-setter for anti-money
laundering and counter-terrorist financing. The FATF website provides key
recommendations and reports on global financial crime risks.

Organisation for Economic Co-operation and Development (OECD): An
international body that publishes key reports and standards, including the
Common Reporting Standard (CRS) for tax transparency.

MONEYVAL (Committee of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of Terrorism): A permanent
monitoring body of the Council of Europe entrusted with assessing compliance
with the principal international standards to counter money laundering and the
financing of terrorism. MONEYVAL is the specific regional body that evaluates
Gibraltar's AML/CFT framework and effectiveness.

The Egmont Group of Financial Intelligence Units: An international
organization that facilitates cooperation and intelligence sharing between
national Financial Intelligence Units (FIUs). Their standards and best practices
directly influence how local bodies, like the Gibraltar Financial Intelligence Unit
(GFIU), process and act upon the Suspicious Activity Reports (SARs) filed by
TCSPs.

Active engagement with these bodies and resources ensures professionals remain at the
forefront of industry best practices and professional standards.
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Practical Case Studies & Risk Analysis

The following case studies provide a technical breakdown of how the Risk-Based Approach
(RBA) is applied to identify baseline threats and the specific mitigants required to achieve a
compliant residual risk profile.

Case Study 1: Strateqic Jurisdictional Risk & PEP Nexus

Scenario: A prospective client—a former senior official from a high-risk jurisdiction currently
under "Increased Monitoring" (FATF Grey List)—seeks to incorporate a Gibraltar Limited
Company for the purpose of "aggregating consultancy fees" derived from infrastructure projects
in the energy sector.

o Inherent Risk Assessment (Baseline Exposure):

o

o

High-Risk PEP Status: The individual is a "Domestic PEP" in their home country,
carrying a heightened risk of bribery and corruption (Predicate Offences).
Jurisdictional Vulnerability: A strong nexus to a jurisdiction with identified
strategic AML/CFT deficiencies.

Sectoral Threat: "Consultancy fees" are highlighted in the NRA 2025 as
high-risk vehicles for the layering of illicit funds, particularly in the
extractive industries.

e Regulatory Expectations & Mitigants:

o

o

Enhanced Due Diligence (EDD): the TCSP must go beyond basic identity
verification.

Source of Wealth (SoW) Corroboration: The firm must verify the "story"
of the wealth through independent, external evidence. This requires
obtaining audited corporate filings, public asset declarations, or
professional references that confirm the wealth was generated through
legitimate private enterprise rather than the misappropriation of state
assets.

Governance: The relationship requires formal approval by the firm's Board
of Directors and the Money Laundering Reporting Officer (MLRO).

o Residual Risk Profile: If the SoW is corroborated by reliable, independent sources
and no adverse media or sanctions matches are identified, the exposure may be
categorized as High (Managed).

Case Study 2: Complex Ownership & "Control"” Assessment

Scenario: A TCSP is asked to provide management services to a Gibraltar entity owned by
Holding company, which is in turn 100% owned by a Discretionary Trust in the Bahamas.
The beneficiaries are a class of family members, none of whom individually hold more
than the 25% ownership threshold.

e Inherent Risk Assessment (Baseline Exposure):

o

Structural Opacity: The use of multiple layers across different jurisdictions
is a primary vulnerability identified in the NRA 2025 to obscure the "Mind
and Management" of a structure.

Threshold Evasion: The potential for interests to be distributed
specifically to fall just below the statutory 25% threshold.
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e Regulatory Expectations & Mitigants:

o The "Control" Test: Under the Financial Services Act, the TCSP must
move beyond legal ownership to identify the natural persons who exercise
Effective Control. This includes the Settlor, the Protector, and any
individual providing instructions to the Trustee.

o Verification of Trust Instrument: A technical review of the Trust Deed to
identify any "Default Beneficiaries" or parties with veto powers over
distributions.

o Look-Through Principle: Full KYC/CDD is required for all natural persons
identified at the end of the ownership chain.

e Residual Risk Profile: Until the natural person exercising ultimate control is
identified and their background is understood, the risk remains Unacceptable, and
the business relationship cannot be established.

Case Study 3: Transactional Red Flags & Proliferation Financing (PF)

Scenario: A long-standing corporate client involved in "Global Logistics" requests an
urgent $300,000$ USD payment to a third-party supplier for "specialized industrial
valves." A search reveals the beneficiary’s business address is in close proximity to a
known sanctioned entity.

e Inherent Risk Assessment (Baseline Exposure):

o Proliferation Financing (PF) Risk: The NRA 2025 identifies "Dual-Use
Goods" (items with both commercial and military applications) as a high-
threat area.

o Sanctions Evasion: The geographic proximity of the beneficiary to a
sanctioned entity indicates a potential "front" or "shell" arrangement.

e Regulatory Expectations & Mitigants:

o Immediate Transaction Pause: The administrator must "stop" the
transaction to prevent a potential breach of the Sanctions Act or a charge
of Knowingly Assisting under POCA.

o Internal Disclosure: An Internal SAR is filed with the MLRO.

o External Reporting: The MLRO assesses the commercial logic. If the
rationale is weak or the beneficiary's link to the client is unclear, a SAR is
filed with the Gibraltar Financial Intelligence Unit (GFIU).

o Residual Risk Profile: The transaction is declined. The firm'’s proactive detection
of a PF red flag demonstrates the effectiveness of its internal controls, preventing
a breach of international sanctions.

Case Study 4: Interface Risk & Digital Identity

Scenario: An "introducer” (alaw firm in a Tier-1 jurisdiction) presents a client for a high-
value real estate holding company. The client is never met in person, and all KYC
documentation is provided digitally via an Electronic Identity Verification (E-IDV) tool.
e Inherent Risk Assessment (Baseline Exposure):
o Interface Risk: Non-face-to-face onboarding is identified in the NRA 2025
as an increased vulnerability for impersonation fraud or the use of
"synthetic identities."
o Reliance Risk: Heavy reliance on a third-party introducer can result in
"blind spots" regarding the client's actual risk profile.
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Regulatory Expectations & Mitigants:
o Technology Assurance: The TCSP must ensure the E-IDV tool is compliant
with GFSC Guidance on biometric and technological standards.
o Video Correlation: Conducting a live-link video interview to correlate the
physical person with the digital ID provided.
o Direct SOW Analysis: The firm must conduct its own independent analysis
of the Source of Wealth rather than relying on the introducer's summary.
Residual Risk Profile: The exposure is reduced to Medium once the digital
identity is cross-referenced with "wet-ink" certified documents or a successful,
recorded video interview.
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GACO

Whilst GACO does not officially endorse the contents contained in this New Joiner’s
Guide, we support this initiative and will distribute and publish this Guide among our
members for their voluntary adoption.

Gibraltar, January 2026

Legal Disclaimer

This guide hasbeen  prepared for informational purposes only to provide new
employees with a basic overview of the Trust and Company Service Provider
(TCSP) sector in Gibraltar. The information contained herein is intended for internal
training and guidance and does not constitute legal, financial, or professional advice.
It is not a substitute for formal training, professional judgment, or consultation with
qualified professionals.

While every effort has been made to ensure the accuracy and currency of the
information, the legal and regulatory landscape is subject to change. The content is
based on information available as of January 2026, and may not reflect the most
current laws, regulations, or best practices. GACO and the author of this guide make
no representations or warranties of any kind, express or implied, about the
completeness, accuracy, reliability, suitability, or availability of the information,
products, services, or related graphics contained in this guide for any purpose.

Readers should not act on the basis of any information in this guide without seeking
specific, professional advice on their particular circumstances. The guide is not an
exhaustive resource and does not cover all aspects of the TCSP sector. Users of this
guide are responsible for ensuring their actions and decisions comply with all
applicable laws, regulations, and internal policies.

GACO and the author disclaim any and all liability for any loss, damage, or expense,
direct or indirect, arising from the use of this guide or reliance on the information
contained within it. All proprietary rights, including copyrights, in this guide belong to
GACO and the author. No part of this publication may be reproduced, distributed, or
transmitted in any form or by any means without the prior written permission of
GACO or the author.

By using this guide, you acknowledge and agree to the terms of this disclaimer.
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