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Introduction
The Moore Stephens Europe Doing Business In series of guides have been prepared by Moore Stephens member firms in the relevant country
in order to provide general information for persons contemplating doing business with or in the country concerned and/or individuals
intending to live and work in that country temporarily or permanently.

Doing Business in Gibraltar 2016 has been written for Moore Stephens Europe Ltd by Moore Stephens Limited. In addition to background
facts about Gibraltar, it includes relevant information on business operations and taxation matters. This Guide is intended to assist
organisations that are considering establishing a business in Gibraltar either as a separate entity or as a subsidiary of an existing foreign
company. It will also be helpful to anyone planning to come to Gibraltar to work and live there either on secondment or as a permanent life
choice.
Unless otherwise noted, the information contained in this Guide is believed to be accurate as of 29 July 2016. However, general publications
of this nature cannot be used and are not intended to be used as a substitute for professional guidance specific to the reader’s particular
circumstances.
Moore Stephens Europe Ltd provides the Regional Executive Office for the European Region of Moore Stephens International. Founded in
1907, Moore Stephens International is one of the world’s major accounting and consulting networks comprising 300 independently owned
and managed firms and 657 offices in 106 countries around the world.
Our member firms’ objective is simple: to be viewed as the first point of contact for all our clients’ financial, advisory and compliance needs.
They achieve this by providing sensible advice and tailored solutions to help their clients’ commercial and personal goals. Moore Stephens
member firms across the globe share common values: integrity, personal service, quality, knowledge and a global view.
Brussels, January 2017
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1. Gibraltar at a glance
Geography and climate
In ancient times, right through the age of empires and in the
global conflicts of the last century, Gibraltar (‘the Rock’) has
stood guard over the western Mediterranean, its unique
position making it the focus of a continuous struggle for
power. This spectacular rock monolith, rising to 400 metres,
covering a land area of about 6 km2, is situated at the southern
tip of Spain overlooking the strait to Africa.
Here, the sub-tropical climate is warm and welcoming
throughout the year. There are on average 300 days of
sunshine per annum.

Population, language and culture
Gibraltar has a population of just under 30 000 inhabitants.
One of the main features of Gibraltar’s population is the diversity of its ethnic origins. The demographics of Gibraltar reflect Gibraltarians’
racial and cultural fusion of the many European and non-European immigrants who came to The Rock over three hundred years. They are
the descendants of economic migrants who came to Gibraltar after the majority of the Spanish population left in 1704.
The official language is English (used in schools and for official purposes) and Spanish is diversely used. Arabic is spoken by the Moroccan
community, just as Hindi and Sindhi is spoken by the Indian community of Gibraltar. Maltese is still spoken by some families of Maltese
descent.
Gibraltarians are predominantly Roman Catholics, who comprise 80% of the population. Other, minority, religions or denominations include
Anglicanism, Judaism, Islam and Hinduism.

Government and politics
Gibraltar is a British overseas territory. The British Nationality Act 1981 granted Gibraltarians full British citizenship. Under its current
Constitution, Gibraltar has almost complete internal democratic self-government through an elected parliament. The head of state is Queen
Elizabeth II, who is represented by the Governor of Gibraltar. The Governor enacts day-to-day matters on the advice of the Gibraltar
Parliament, but is responsible to the British Government in respect of defence, foreign policy, internal security and general good governance.
Judicial and other appointments are made on behalf of the Queen in consultation with the head of the elected government. The current
Chief Minister is Fabian Picardo, who was elected for the first time in December 2011. Elections are held once every four years.

European Union
Gibraltar is part of the European Union, having joined via the Single European Act 1972 and British Treaty of Accession in 1973, with
exemption from some areas such as the Customs Union and Common Agricultural Policy. The Treaties relating to coal, steel, agriculture, and
fisheries do not apply simply because Gibraltar does not produce any of those resources.
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History
Gibraltar’s strategic location has caused the area to be occupied by most every major empire in the Mediterranean throughout history. The
first inhabitants were Phoenicians around 950 BC. Later, Carthage, Rome, the Visigoth Kingdom, and the Arabs would all put settlements
here at some point in history.
Spain gained control of the land in the 1400s only to lose it to Britain in the War of the Spanish Succession in 1713, under the Treaty of
Utrecht. The land became an official British colony in 1830 and is today a self-governing British Overseas Territory.

Currency, time zone, weights and measures
The Gibraltar pound (GIP) is the currency of Gibraltar. It is exchangeable with the British pound sterling at par value. At the time of going to
press (mid-January 2017), the pound sterling (and hence the Gibraltar pound) was quoted against the euro and the US dollar at the
following exchange rates: GBP 1 = EUR 1.1323 and GBP 1 = USD 1.2073.
Gibraltar is in the Central European Time Zone. Central European Standard Time (CET) is 1 hour ahead of Greenwich Mean Time/UTC
(GMT+1).
Gibraltar uses the metric system for weights and measures, and records the temperature in degrees Celsius.

General Economic Outlook
Finance
Subject to notifying the Commissioner, who must be satisfied that they meet certain criteria in accordance with the relevant EU Directive,
Gibraltar-licensed or authorised financial institutions can provide services throughout the European Union and European Economic Area
without having to seek separate licences or authorisation in the host Member State. This is known as the ‘passporting’ of financial services.
Gibraltar is currently listed in the OECD ‘white list’, and is considered a jurisdiction that has substantially implemented the tax standard. It
therefore shares the same status as OECD member states such as the United Kingdom, the United States, Spain or Germany.
Taxation
The European Council of Economic and Finance Ministers of the 28 EU Member States (‘ECOFIN’) has endorsed Gibraltar’s Income Tax Act as
now being compliant with the EU Code of Conduct for Business Taxation.
Tourism
Tourism in Gibraltar constitutes one of the
British Overseas Territory’s most important
economic pillars, alongside financial services
and shipping. Gibraltar’s main attractions
are the Rock of Gibraltar and its resident
population of Barbary macaques (or ‘apes’),
the territory’s military heritage, duty-free
shopping, casinos and marinas. Although
the population of Gibraltar numbers only
some 30,000 people, the territory recorded
over 10 million visits in 2015, giving it one
of the highest tourist-to-resident ratios in
the world. Tourism is generally year-round
thanks to Gibraltar’s hospitable climate.

Moore Stephens Europe
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Shipping
Situated at the entrance to the Mediterranean Sea, adjacent to the Strait of Gibraltar (one of the world’s busiest shipping lanes) and with
over 7000 ship calls each year, Gibraltar is home to a wealth of shipping expertise and to many specialist companies offering a
comprehensive range of support services. It is one of the largest bunkering ports in the Mediterranean Sea. Around 8754 vessels called at
Gibraltar in 2015 and of these, 5571 were supplied with bunkers. This has become the main activity within the Port of Gibraltar.
Online Gaming
Gibraltar has become a global leader in the virtual gaming industry. All gambling operations in Gibraltar require licensing. Remote Gambling
licences, including for telephone and internet betting, are issued by the Licensing Authority. The Gambling Commissioner is appointed under
the provisions of the Act. The Act grants the Gambling Commissioner powers to ensure that licensees conduct their operations in
accordance with their licences and in such a manner as to maintain the good reputation of Gibraltar. The Licensing Authority will only
consider licensing blue-chip companies with a proven track record in gambling, licensed in a reputable jurisdiction, of good financial
standing and with a realistic business plan. Licences are generally difficult to obtain.
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2. Doing business
Introduction
With its special terms of EU membership, Gibraltar provides an extensive selection of products and services that meet the requirements of
both local and international investors. As a modern, vibrant, low-tax jurisdiction, it likewise has a first rate professional infrastructure that is
fully compliant with European standards of regulation.

Why set up in Gibraltar?
The following points highlight the benefits that locating in Gibraltar would bring:
• A highly developed business services infrastructure where it is possible to passport an EU licence in financial services such as insurance and
re-insurance, EU-wide pensions, banking and funds administration, amongst others
• The ability to distribute competitively priced VAT-free goods and services to the markets of the European Union and Africa
• The ability to conduct business in a quality low-tax jurisdiction with a profit-oriented capital base at low levels of corporate tax, all in a
stable currency with few restrictions in moving capital or repatriating dividends
• A legal system modelled on the English structure contributes to making Gibraltar the duly regulated, globally acclaimed jurisdiction it
is today
• A variety of interesting fiscal products ranging from lucrative funds development and administration to customised financial solutions,
ranging from international tax planning strategies to monthly tax-free registered debentures (stable bonds with an attractive non-taxable
fixed rate)
• A high-quality environment for corporate accommodation, with modern services and workspace
• Start-up incentives, including a start-up rate of 10% applicable to any new businesses
• A stable political and economic environment
• Benefits from EU membership
• Enhanced, weather-protected port facilities outside the European Customs Union make Gibraltar ideal for cruise liners and cargo handling/
logistics alike
• An international airport with scheduled flights to the United Kingdom, in conjunction with proximity to Spanish regional airports at
Malaga, Seville and Jerez.
• One of Europe’s most advanced fibre-optic communications networks, offering quality solutions for businesses
• A multi-skilled, suitably qualified workforce with training assistance to update skills as and when needed
• A harmonious, multicultural and English-speaking environment, as favoured by most international businesses, providing pivotal access
to regional markets in Mediterranean Europe and North Africa (the majority of people in Gibraltar are at least bilingual)
• The Common Agricultural Policy, value added tax and the Union Customs Code do not apply to Gibraltar since it falls outside the
EU Customs Union
• Classified as a developing country, Gibraltar is entitled to preferential trade tariffs under the Generalised System of Preferences (GSP)
• Legislation is in place to encourage high net-worth Individuals (HNWIs) and high executives possessing specialist skills (HEPSS) to establish
tax residence in Gibraltar, affording them the opportunity to have the tax payable on their income restricted to a capped amount

Types of Legal Entity
Companies
In accordance with the Companies Act, companies may to be incorporated in Gibraltar as:
• A company limited by shares
• A company limited by guarantee with or without a share capital
• An unlimited company with or without share capital
The services of a professional expert should be sought when incorporating a limited company, although this is not a strict requirement. The
professional appointed will produce and implement all the intricate incorporation documentation as well as offer to undertake other services.

Moore Stephens Europe
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There are some points that need to be noted on the subject of company incorporation:
• All companies must comply with the provisions of the Companies Act
• There are normally fees for the management of a company
• Company details can be disclosed even if the company is limited by shares
• Accounts and other returns are necessary and are by and large an annual requirement
There are numerous regulations governing the administration of a company, with the duties, responsibilities and liabilities of directors being
set out in the Companies Act.
The first step when forming a Gibraltar company is to ensure that the proposed name is acceptable to the Company Registrar. Once the
name is approved, the following documents need to be submitted in accordance with the provisions of the Companies Act:
• Memorandum of Association
• Articles of Association
• Declaration of Compliance
• Notice of Situation of Registered Office
• Statement of Nominal Share Capital
A registration fee of GIP 100 is currently payable at the time of presentation of the documents. The Memorandum and Articles of
Association must be embossed with the appropriate stamp duty.
The time taken to incorporate a company in Gibraltar is normally three to five working days, though a company may be incorporated within
24 hours if necessary, for a fee of GIP 200). Once a company is incorporated, a Certificate of Incorporation is issued. Under Gibraltar
legislation, only barristers or acting solicitors of the Supreme Court may incorporate companies for gain.
Gibraltar companies will not be designed to accommodate bearer shares.
The identity of the directors and shareholders of Gibraltar companies must be filed at the Gibraltar Companies Registry, although these may
be corporate directors and/or nominee shareholders.
A minimum of one director and one shareholder (corporate or individual) must be appointed to a Gibraltar company. The director and the
shareholder may be the same person or corporation.
Gibraltar companies are required to identify commencement dates for their financial years and to file accounts at the Gibraltar Companies
Registry relating to their chosen year-long fiscal period within 12 months of the chosen financial year-end. The year-end date chosen can be
any date of the year and there is no set minimum for this date to be amended.
Companies that are classified as ‘small’ are not required to file audited accounts and are able to file balance sheets signed by the directors of
the company instead.
All companies with a turnover of over GIP 1 250 000 are subject to a statutory audit. The financial statements may be produced under IFRS
or Gibraltar (which is similar to UK) GAAP and must be signed off by a Gibraltar-registered auditor.
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Sole traders
Many sole traders choose to trade using their own name by registering as a self-employed entity with the Income Tax Office and
Employment Service. It is also possible to trade under a business name by registering one via Companies House prior to registering as
self-employed. Once registered, sole traders may start trading straight away (subject to acquiring any specific licences as and when required,
e.g. retailers that will sell products in commercial quantities will need to secure a trade licence prior to operating). Sole traders are taxed as
individuals and pay income tax at personal tax rates. Any business income, deductions, gains or losses must be declared on the annual
personal tax return form.
A Place of Business
Registering a place of business is generally more appropriate for non-trading entities with no selling activity in Gibraltar. A place of business
is a contact point for a company, or a non-trading branch of a company. Every entity with a non-trading office in Gibraltar must establish a
place of business.
Partnerships
A partnership is required to register its business name with the Registrar of Business Names but it does not have a legal personality separate
from its partners. The partnership does not enter into contracts in its own name, but in the names of its partners. Similarly, the assets of the
partnership belong jointly to all partners, who are jointly and severally liable for the debts of the partnership.
Limited-Liability partnerships
An LLP must be registered with Companies House as well as with the Employment Service and Income Tax Office. Annual accounts for both
the business and its partners must also be submitted. An LLP is a slightly more complex structure and appointing a suitable local professional
to set it up is recommended.
Branches
A branch is a part of a company (and thus does not have a separate legal existence in Gibraltar), and subject to tax in Gibraltar. It provides a
more substantial presence than a place of business, and the opportunity to engage in trading activity with customer and/or post-sales support.
Public Limited Companies
A public limited company is a limited company that offers its securities (stocks/shares, bonds/loans etc.) for sale to the general public, typically
through a stock exchange, or directly to the financial markets. Public companies can either be unlimited or limited on a stock exchange
depending on their size and local legislation. A public limited company must have a minimum paid-up capital of at least GIP 20 500.
Protected-Cell Companies
A company may be incorporated as a PCC or converted, if permitted by its Articles, into a PCC. The name of the company would include
reference to its PCC status and each cell must have its own distinct name or designation.
A PCC is a limited-liability company established with a number of cells with statutory segregation of assets and liabilities into the different
cells. Distinct issues of participation shares will normally constitute the different cells.
Although historically the PCC structure was most commonly employed in Gibraltar within the captive-insurance sector, in recent years PCCs
have gained greatest traction within collective investment schemes.
Insurance companies and collective investment schemes require the consent and approval of the Financial Services Commission before
operating as a PCC.

Moore Stephens Europe
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Trusts
In common-law legal systems, such as Gibraltar’s, a trust is a relationship in which a person or entity (the trustee) holds legal title to certain
property (the trust property or trust corpus), though it is bound by a fiduciary duty to exercise that legal control for the benefit of one or
more individuals or organisations (the beneficiary), who hold beneficial or equitable title. The trust is governed by the terms of the (usually)
written trust agreement and local law. The entity (one or more individuals, a partnership, or a corporation) that creates the trust is called the
settlor (in other jurisdictions: the trustor, grantor, donor or creator). The common benefits that trust arrangements offer include providing
personal and financial safeguards for family and other beneficiaries, postponing or avoiding unnecessary taxes, and establishing a means of
controlling or administering property as well as meeting other social or commercial goals.
In certain circumstances, the income received by a trust or beneficiary under a trust may be exempted from paying income tax in Gibraltar.
The Trustee Act is the main legislation governing trusts in Gibraltar. Such trusts are particularly attractive to a non-resident in Gibraltar
because there is no estate duty, inheritance tax, capital gains tax, wealth tax or gift tax applicable in Gibraltar. No stamp duty is payable on
the transfer of any assets (other than on real property situated in Gibraltar) held by such a trust.
The trust commonly known as the Asset Protection Trust seeks to protect the assets of a settlor from such situations as political strife,
forced repatriation, confiscatory taxes, exchange controls and, most recently, risks associated with litigation arising out of malpractice or
negligence suits.
Reasons for setting up trusts
The most common reasons for setting up a trust are as follows:
• Protection of assets – by severing ownership, a trust can avoid repatriation of assets or their accessibility to subsequent creditors
• Minimisation or deferment of taxation – usually inheritance taxes and wealth taxes. Trusts are also used to avoid the migration of assets
along with individuals transferring their tax domicile
• To ensure property passes in succession – a trust can name the order of devolution of the trust property over the life of the trust
• To hold property that cannot be held personally – for example by infants.
• To prevent the passing of family property to those who might dissipate it – a trust can enable such persons to benefit from the property
but only under the trustees’ control.
Advantages of a Gibraltar trust
There are many advantages to setting up a trust in Gibraltar, the main ones being:
• Confidentiality – except for asset protection trusts there are no filing requirements. However, Gibraltar is a participant in various global
information-exchange initiatives.
• Tax benefits – as long as the trust is established by a non-resident, has no Gibraltar-resident beneficiaries and derives no income locally
(other than bank interest), no Gibraltar tax will be charged on the trust’s income
• Residence of trustees – trustees of Gibraltar trusts can be resident in Gibraltar without affecting the tax status of the trust
• Perpetuity and Accumulation periods – under Gibraltar law, both the perpetuity and accumulation periods of a Gibraltar trust are 100 years
Non-profit-making organisations
A non-profit-making organisation can be set up as a trust, company or even as an incorporated association, as is the case with a registered
charity. In Gibraltar, a charity is registered with the Charity Commissioner at the Supreme Court. One of the advantages of registering as a
charitable organisation is exemption from paying certain taxes once certified. It is also possible to set up a charity to create awareness for a
particular cause as well as to use it as a vehicle to fund an activity. Trusts and bodies partly established for charitable purposes are likewise
from time to time considered as, or treated as, charities.
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Labour relations and working conditions
Employment
The Ministry of Employment is responsible for matters appertaining to employment as provided under the Employment Act and any
subsidiary or related legislation.
The Employment Service offers a Job Centre facility to persons registering as unemployed. The main function of the Job Centre is to ensure
that all registered unemployed persons are provided with every possible opportunity that will enable them to secure suitable employment.
Employment Officers are available to assist in matching registered unemployed persons against notified vacancies and arranging for job
interviews with potential employers.
All ‘businesses, trades and professions’ (i.e. every person who has a place of business in Gibraltar or who carries on business in Gibraltar)
must be duly registered. Similarly, an employer must notify the engagement of a worker not later than the day on which that engagement
commences. A ‘Notice of Terms of Engagement’ constitutes the formal notification document for this purpose. Employers must likewise
register any vacancy arising within their establishment and notify the termination of employment of an employee within seven days of the
date of termination.
Labour Inspectorate
A team of appointed labour inspectors is responsible for the enforcement of statutory provisions contained in the Employment Act and
subsidiary or related legislation.
Statutory provisions apply, for example, in relation to annual leave, sick pay, redundancy payments, notice periods, standard minimum wage,
specific industry group conditions of employment, issue of pay slips, etc.
Under the Employment Regulation (Offences) Act, labour inspectors are empowered to issue fixed-penalty notices that can range from
GIP 375 for failure on the part of an employer to register a termination of employment to GIP 1500 for failing to register a vacancy, the
engagement of a new employee or the request for a work permit.
The Labour Inspectors constitute a valuable source of information to employers and employees alike as regards due compliance with rights
and obligations as set by employment legislation.
Health & safety
Health and Safety Officers are appointed under the Factories Act. In being responsible for the enforcement of the provision of the Factories
Act and subsidiary legislation, the inspectorate is tasked with several key functions.
The main function of the Health and Safety Inspectorate is to ensure that workplaces comply with statutory provisions in relation to
prescribed health and safety standards.
Work permits
Persons who are not automatically entitled to work in Gibraltar (e.g. non-EEA nationals) will require the prospective employer to request the
issue of a work permit before commencement of employment.
Various conditions will need to be met by the employer before approval may be granted for the issue of a work permit. A work permit is
issued for a period not exceeding 12 months.

Moore Stephens Europe
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The employment of a worker for whom a work permit is required without first obtaining such a permit is an offence and a fixed penalty
notice of GIP 1500 may be issued to the employer.
Note that Swiss nationals do not require a work permit for employment in Gibraltar.
Detached workers
A ‘detached worker’ is a person who is not ordinarily resident in Gibraltar and is in employment in a country outside Gibraltar but is required
by his employer to perform work of a temporary nature in Gibraltar, in the course of his employment.
Notification of a detached worker must take place five days before the commencement of work together with payment of GIP 65 and
sufficient documentation to establish that the person is in legal employment in the country he is transferring from.
Minimum wage
The statutory minimum wage in Gibraltar is GIP 6.28 an hour, up from GIP 6.25 as from 1 August 2016.
Annual holidays
Every employee is entitled to annual leave, starting at a minimum of 15 working days per year for a working week of five days. This will
increase with years of service.
Minimum sick pay
An employee is entitled to two weeks’ full and four weeks’ half-pay sick leave in any 12-month period after three months in employment.
Redundancy pay
An employee who has been at least one year in employment and whose employment is terminated by reason of redundancy is entitled to a
compensation payment of two weeks per year for the first five complete years of employment, three weeks for the next five complete years
of employment and four weeks for any complete years of employment thereafter. In addition, if the employee is over 40, two weeks’ pay
will be paid for each complete year worked after that age. The total sum of redundancy pay cannot exceed one year’s pay.
Notice of termination
The period of notice from employee to employer and from employer to employee may not be less than one week for weekly paid employees
and one month for monthly paid employees. The period of notice will increase with longer periods of continuous employment.
Trade unions
Two main trade unions are active in Gibraltar.
‘Unite’ represents public and private-sector workers throughout Gibraltar. Unite is the largest union on the Rock and is involved in a series of
campaigns demanding better pay for its members, improved terms and conditions and a greater focus on health & safety. Unite has also
been strongly focused on fighting for the rights of migrant workers.
The Gibraltar General and Clerical Association (GGCA) is a democratic organisation run by members. Members are employed within the Civil
Service, Government Authorities and Agencies, and throughout the public sector in Gibraltar, also Crown Servants (locally employed
civilians), within HM Naval Base, (Ministry of Defence), Gibraltar and numerous areas from within the private sector.
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Social security
Social security contributions are payable by employers and employees (see Chapter 9).
The three main types of benefit paid under the Social Security (Employment Injuries Insurance) Act are:• Injury Benefit
• Disablement Benefit, and
• Industrial Death Benefit
In addition free medical treatment for employment injuries or occupational diseases including the provision and renewal of prosthetic
appliances is provided at the Government Hospital.
Health care
The Gibraltar healthcare scheme is based on a contributory system called the Group Practice Medical Scheme (GPMS), through which
entitled persons and their dependents may access health care.
The rules of entitlement to health care are essentially governed by the Medical (Group Practice Scheme) Act, the Medical (Group Practice
Scheme) Regulations, the Medical (Group Practice Scheme) (Contributions) Regulations, the UK – Gibraltar Reciprocal Agreement and
EC Regulations 883/2004.
The scheme allows entitled persons and their dependants to access health care free of charge. Medicines are available at a cost of
GIP 2.50 per item on prescription, subject to a maximum charge of GIP 7.50. Dental treatment under the scheme is only available to
children. Adults may be seen for emergency treatment only.
Persons residing elsewhere and working in Gibraltar would need to apply for a Form S1, in order for dependants to receive routine treatment
in their country of residence. An S1 is a certificate of entitlement to sickness and maternity insurance benefits for persons residing in a
country other than the competent country.
Persons residing in Gibraltar are required to register with the Civilian Registration Status.
These forms are issued by the competent institution, in this case, The Tax Office, Contributions Unit, to cover ‘Frontier Workers’ and their
families. The workers can choose where they receive treatment.
Persons working in Gibraltar are entitled to medical treatment both
in Gibraltar and Spain provided that they apply for it beforehand.
Persons not in employment may make social security contributions
voluntarily, subject to Government approval and to first obtaining
residence status. The rate at present is at GIP 25.16 per week, and

“Persons working in Gibraltar are entitled to
medical treatment both in Gibraltar and Spain
provided that they apply for it beforehand.”

payments are to be paid 13 weeks minimum in advance.
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3. Finance and investment
The regulatory environment
Gibraltar Regulatory Authority
The Gibraltar Regulatory Authority (GRA), the national supervisory and regulatory authority, regulates communications, data protection,
broadcasting, satellite operation and postal services on the Rock in accordance with EU Law. In relation to e-business/e-trade, its remit
includes Dial-up, ADSL connections, mobile operators providing voice and data services and Voice Over IP (VOIP) services.
Financial Services Commission
The Financial Services Commission (FSC) is the statutory body responsible for the regulation of the financial services industry in Gibraltar. The
FSC is required by statute to match UK standards where EU legislation applies. The United Kingdom conducts regular reviews of the FSC to
ensure that these high standards continue to be met. EU Directives on financial services and other matters such as money laundering must
be implemented in Gibraltar, as it is part of the European Union via the United Kingdom’s membership.

Banking
Gibraltar has a well-established banking sector with assets under management of approx. GIP 8000 million. Most of Gibraltar’s banks are
branches or subsidiaries of major UK and other European and US banks or financial institutions.
The conduct of banking business in Gibraltar is governed by the Financial Services (Banking) Act. Detailed rules and regulations have been
issued under this Act to give effect to all EU Directives relating to banking, including the Deposit Guarantee Directive.
In 1999 the UK government agreed that Gibraltar had implemented the necessary regulatory and supervisory practices with regard to banks,
which matched UK standards. This paved the way for Gibraltar to take advantage of the Single European Passport for Banking. The passport
allows Gibraltar-licensed banks to set up subsidiaries and branches in other EEA member states.
The banking sector provides a wide range of facilities including private banking and investment services as well as corporate banking,
including import and export finance and commercial loans.
In addition to the banks there are two building societies operating in Gibraltar, both of which are branches of well-known UK societies.
Over the last 20 years, Gibraltar has seen consolidation of the banking market, especially around the retail environment, where the retail
captive market remains relatively small. So whilst it is a pretty stable and secure environment for banks to lend and carry out activity, the
reality is that for the returns that banks seek in their markets of operation, Gibraltar is a small market. Therefore the main banking
environment is private banking. Private banking has seen some success over the years.

Insurance
Insurance business conducted in Gibraltar is governed by the provisions of the Financial Services (Insurance Companies) Act, and by rules and
regulations made thereunder. Legislation has been put in place to implement all EU Directives that apply to this sector.
The UK government has agreed that Gibraltar has implemented regulatory and supervisory practices with regard to insurance companies,
which match UK standards. As a result, Gibraltar has approval from the UK government to take advantage of the Single European Passport
for insurance. This means that an insurance company licensed in Gibraltar can, with the approval of the FSC, do business in EEA states either
by setting up a branch in those states or by providing insurance from Gibraltar to residents of those states.
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The fiscal and legal advantages of using Gibraltar as a jurisdiction for setting up and administering captives and other types of offshore
insurers include the following:
• Gibraltar insurers may underwrite risks in EEA states directly
• Insurance companies are subject to Gibraltar corporation tax at the rate of 10% on profits from income accrued and derived in Gibraltar.
Investment income is exempt from tax
• Gibraltar possesses local insurance expertise together with a well-developed legal, accounting and banking infrastructure
• Stamp duty of GIP 10 on nominal share capital, whether on initial creation or subsequent increase
• The legal system is based on English common and statute law, with variations enacted by local statutes
• The Gibraltar cost base is highly competitive
• There are no job quota requirements for insurance companies or managers
• Specialist personnel may apply for a preferential tax status (see Chapter 7)
• The official currency is sterling and there are no exchange controls

Solvency II
In July 2007, the European Commission (EC) published the draft Solvency II Framework Directive. The Framework Directive presents the
preliminary views of the EC on the supervision of insurance and reinsurance undertakings.
The new approach emphasises an economic or risk-based methodology to assess the capital requirements of insurance companies. The
framework includes not just underwriting risk, but operational, investment, currency and other risks. Similar to Basel II for banking, there are
three pillars in Solvency II – quantitative requirements, supervision and disclosure/governance.
The Government and Financial Services Commission (FSC) fully support the implementation of the review of the capital adequacy regime for
the European insurance industry.

Remote gambling
The Gambling Act 2005 legislates for all forms of gambling (including betting, bookmaking, gaming and lotteries) in Gibraltar. All gambling
operations in Gibraltar require licensing under the Act.
Remote-gambling licences are issued by the Licensing Authority. The Licensing Authority will only consider licensing blue-chip companies
with a proven track record in gambling, licensed in a reputable jurisdiction, of good financial standing and with a realistic business plan.
Licences are generally difficult to obtain. There are currently 33 licensed operators. Licences are issued for either fixed-odds betting or for
casinos (including poker). Many operators hold both types of licence.
For fixed-odds betting operations, gaming tax is currently levied as from 1 April 2005 at 1% of the turnover up to GIP 42.5 million, but is
capped at GIP 425 000 per annum, with a minimum annual tax payable of GIP 85 000. Betting exchanges are currently taxed on the same
basis as fixed-odds operations. For internet casinos, gaming tax is currently levied at 1% of the gaming yield or gross profit. The maximum
and minimum cap is the same as for fixed-odds betting. Conditions and licensing requirements at present cover areas such as advertising,
payout of prize money, customer privacy and data protection, audit and accounts.
A Code of Practice for the Gambling Industry was issued in December 2008, providing interpretative guidance to the Gambling Act, as well
as a guide to what is regarded as good practice for operators in the industry. A Code of Practice for Anti-Money Laundering Arrangements
was issued in early 2011.
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Gibraltar continues to thrive as an attractive base for blue-chip remote gambling operators, principally as a result of Gibraltar’s reputation as
a reputable and well-regulated jurisdiction, a legal framework based on UK law, well-developed telecommunications, a favourable
tax régime, a multilingual labour force with experience in the gaming industry and freedom of movement of labour from within the
European Union.

Funds
Under current Gibraltar legislation, the following fund products may be established:
• Private funds
• Experienced Investor Funds (EIFs)
• UCITS funds
• Non-UCITS retail funds
Private funds
A Private Fund is a collective investment scheme (CIS) that can be offered privately to any identifiable group. It can accept up to 50
participants (investors). There are no restrictions on the type of investor that may subscribe, as long as the investor belongs to an identifiable
group. Typically, the participants tend to be families, groups of employees or groups of individuals or friends wishing to run their investments
in a fund structure.
Private funds are set up as a company under the Companies Act but are not regulated or authorised by the FSC. As long as the appointed
directors follow the investment objectives as stated in the offering document of the private fund, there are no other statutory investment
restrictions. This allows private schemes to be established cost-effectively and quickly.
A standard private fund set up would include:
• The appointment of at least two directors to assume responsibility for the fund
• A professionally drafted offering document, setting out how the fund operates, the investment strategy and the risks involved
• The issuance of two share classes: ordinary shares with voting rights, and preference shares, which participate in the gains/losses of
the fund
• The fund set up as being open-ended or close-ended
Experienced Investor Funds (EIFs)
Introduced in 2005 and revamped in 2012, the EIF regulations are established to allow experienced or high net-worth investors the
opportunity to set up funds quickly and with minimum regulatory intervention.
Generally, EIFs are formed as a limited company or as a Protected Cell Company (PCC). They may be open-ended or close-ended.
The benefit of setting up as an EIF is that no prior approval is required by the regulator, the FSC. This makes the time to market reduce
significantly and the fund can be up and running within 10 days of finalising the offering document.
It is assumed that EIF directors and investors are experienced, therefore there are no statutory investment restrictions or limitations on
borrowing or leverage.
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The pre-conditions to set up an EIF include the following:
• The participants must have either a net worth of at least EUR 1 000 000 or the ability to invest EUR 100 000 or equivalent into an EIF
• The definition of an experienced investor extends to ‘professional’ investors as defined under MiFID
• The offering document must be drafted with professional advice and cover the requirements of the regulations
• EIFs must appoint a qualified fund administrator; however, they do not have to be based in Gibraltar
• EIFs must submit audited accounts signed off by a Gibraltar-registered auditor
• EIFs must submit an annual return to the FSC within six months of the year end, together with the audited accounts
• EIFs must appoint a custodian, who does not have to be based in Gibraltar
• EIFs must appoint two licensed Gibraltar EIF directors (a list is available at the FSC website: www.fsc.gi)
UCITS funds
UCITS funds are regulated by the FSC and have investment restrictions. The funds must comply with the Financial Services (Collective
Investment Schemes) Regulations 2011. As Gibraltar is within the European Union, locally based UCITS funds may passport their services
within the European Union on the basis of their UCITS licence, provided they are managed by an authorised UCITS manager. UCITS funds
are generally for investment by retail investors.
UCITS funds are desirable when the primary investment is in ‘transferable securities’ listed on a recognised EU or other recognised stock
exchange. In this case, a fund in Gibraltar can be licensed in compliance with the European Directives on Undertakings in Collective
Investments in Transferable Securities (UCITS).
Non-UCITS retail funds
Non-UCITS retail funds are licensed by the FSC and can be distributed to retail investors. These funds can be structured as:
• Umbrella funds
• Hedge funds
• Feeder funds
• Fund of funds or
• Mutual funds
It is important to note that licensing can take between three to six months and involves:
• The submission of the formation documents of the fund
• The prospectus (offering document) of the fund
• An application form for the fund
• The submission of the names of the directors of the fund and
• The submission of the name of the investment manager of the fund
Alternative Investment Fund Managers Directive 2011/61/EU (AIFMD)
The Alternative Investment Fund Directive (the AIFMD) affected all fund managers in Europe. Any fund that is not regulated in a European
state would not be suitable for retail sales (all non-UCITS funds). All financial arrangements characterised as ‘collective investment
undertakings’ which are either managed in Europe or seeking investors in Europe, are affected by the AIFMD.
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The AIFMD imposed additional rules relating to:
• Suitable qualification of fund management and directors
• Adequate risk management procedures
• Adequate liquidity management controls
• Procedures for the management of conflicts
• Prescriptive disclosure requirements to potential investors
As a result of the above some significant benefits arose, which included simplified marketing for professional investors (as defined by MiFID).
The passporting of financial services within Europe
Passporting of financial services is a European Union mechanism that allows firms that are authorised and provide financial services in one
jurisdiction to provide those same services in another jurisdiction without the need for authorisation in the second jurisdiction. This can be
done by establishing a branch or providing cross-border services. In order to do this the firm is required to notify its supervisory authority that
it wishes to provide these services in another named jurisdiction.
Gibraltar firms authorised by the Financial Services Commission have the right to passport their banking, investment and insurance services
throughout the European Union and the European Economic Area.

Marine Services
Maritime law in Gibraltar is based on English Admiralty rules and practice, making it ideal for registering vessels, arranging finance and
enforcing maritime claims.
Gibraltar’s situation at the gateway to the Mediterranean makes it the ideal place to register a vessel and fly the internationally recognised
Red Ensign, as ships registered in Gibraltar are deemed to be ‘British ships’. Pleasure yachts of any size may be registered in Gibraltar. Vessels
under 24 m may be registered at the Gibraltar Yacht Registry whereas those over 24 m or under 24 m but used for commercial purposes are
registered at the Gibraltar Ships Registry.
There are many advantages to registering a yacht in Gibraltar, such as no VAT, no capital gains tax, and no sales tax on a sale and no import
duty so long as the vessel is not based in Gibraltar.
Gibraltar is a preferred port for ship arrests. The Gibraltar Court gives urgent attention to admiralty claims and makes the arrest and sale
process quick, efficient and cost-effective.
Ship and yacht registration
A vessel may be registered under the British flag either in the name of an individual or via a corporate structure. Individuals interested in
owning a vessel under the British flag should fall under the following classifications:
• British national
• Citizen of the European Union
• Company incorporated in Britain or a British territory
For non-EU nationals proposing to own a vessel under the Red Ensign, the vessel may be registered under a Gibraltar-registered company or
other jurisdiction, depending on domicile, residence and tax status. The vessel would be registered in the name of the company and a
professional would act as registered agent in Gibraltar and take on the responsibility of the vessel’s yearly renewals. It is not necessary for
annual surveys to be carried out for vessels registered in Gibraltar under a company nor does the skipper need to hold any form of Mariner’s
Certificate in the case of pleasure yachts.
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There are several advantages to registering a vessel under a
corporate structure, such as confidentiality and anonymity, as the
name of the individual would not appear on any yacht or company
document. Another advantage is that at the time of selling a vessel,
it is just a matter of transferring the ownership of the company and
avoids the necessity of the onerous task of changing the ownership
of the vessel. A corporate structure may also abstract fiscal
advantages.
The following is the procedure for a yacht registration in Gibraltar:
• Registration application completed by the yacht owner
• Radio Licence application completed by the yacht owner
• Declaration of ownership also completed by the yacht owner
• Proposed name for the vessel for clearance purposes with the
Port of Registry
• Evidence of title. If the vessel is new or has never been registered
before, a Builder’s Certificate would be required carrying the seal
or rubber stamp of the builders and stating for whom the vessel
is being built. For older vessels registered in a non-British Flag
port, a bill of sale indicating the sale of the vessel to the Gibraltar
Company would be required, duly authenticated by a Consul or
Notary Public bearing witness to the nationality of the vendor.
However for vessels registered under the British Flag, an ordinary,
non-authenticated bill of sale would be required. For older vessels
not previously registered and purchased from a British subject or
British-law based company a sequence of bills of sale trailing
ownership as from the Builder’s Certificate onwards or for the
past five years would be required
• A tonnage measurement survey carried out by either a Port
Surveyor in Gibraltar or by an approved classification society
Once the Registry is satisfied that the yacht may be registered in Gibraltar, it will issue a Carving and Marking Note stating the vessel’s name
and Official Number. The owner or the authorised officer of the vessel should ensure that these details are clearly marked on the vessel’s hull
and sign the Carving and Marking Note to that effect. For vessels over 24 metres in length, the Carving and Marking Note must be certified
by one of the abovementioned surveyors and sent to the Registry. Upon receipt, the Registrar would issue the Certificate of Registration, also
known as ‘The Blue Book’.
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4. The accounting and audit environment
Accounting requirements
The accounting and audit requirements applicable to Gibraltar companies is contained in the Companies Act 2014, which came into force
on 1 November 2013. The Companies Act transposes into Gibraltar law the EU 4th and 7th Council Directives on company accounts and
consolidated accounts. The Act prescribes the presentation and format of the balance sheet and income statement and the necessary
disclosures. It also details the requirement to file accounts with the Registrar of Companies.
The Companies Act requires all companies to keep proper books and records. It requires that the directors of every company shall at some
date not later than 18 months after the incorporation of the company and subsequently once at least in every calendar year lay before the
company in general meeting a balance sheet and a profit and loss account which give a true and fair view of the company’s state of affairs
and profit or loss for the reporting period.
There shall be attached to every such balance sheet a report by the directors with respect to the state of the company’s affairs. The directors’
report must also contain particulars of, inter alia, any important events that may have occurred since the end of the last financial year, their
view of the state of affairs of the company, any likely future developments, state what dividend, if any, is recommended for payment and the
amount that has been transferred to reserves.
The Companies Act 2014 does not apply to banks or insurance companies. Instead such companies must, respectively, follow the
accounting, auditing and filing requirements contained in the Financial Services (Banking) Act, (specifically the Banking (Accounts Directive)
Regulations 1997) and the Financial Services (Insurance Companies) Act (specifically the Insurance (Accounts Directive) Regulations 1997).
In addition all companies licensed and regulated by the Financial Services Commission under the Financial Services (Investment and Fiduciary
Services) Act must comply with any additional disclosure requirements contained in this Act and with regulations made thereunder.
Accounting standards
The majority of qualified accountants in Gibraltar are members of one of the United Kingdom’s two major accounting bodies, namely the
ICAEW and the ACCA. Guidance on accounting principles is generally obtained from pronouncements of the United Kingdom Accounting
Standards Board. Gibraltar legislation permits companies to follow International Financial Reporting Standards.
The Gibraltar Society of Accountants (GSA) adopts the Accounting Standards issued in the United Kingdom, tailoring them where necessary
to Gibraltar’s circumstances. The GSA has developed a formal framework of accounting standards, known as Gibraltar Accounting Standards
(GASs), which members have agreed to follow in the preparation of accounts. The standards are accompanied by Interpretative Notes, which
‘cite the recommended practice in situations where Gibraltar and United Kingdom legislation conflict and also in situations where reference
is made in the ASB’s accounting standards to United Kingdom legislation and no corresponding Gibraltar legislation has been enacted’
[extract from the Explanatory Foreword to Gibraltar Accounting Standards]. A new GAAP framework (FRS 100 to FRS 103) applies for
accounting periods commencing on or after 1 January 2015.
For entities regulated by the Financial Services Commission, accounts are typically drawn up in accordance with GASs, UK GAAP or International
Financial Reporting Standards. In some cases subject to the FSC’s discretion other reputable accounting standards may be followed.

Audit requirements
All limited companies must appoint auditors and have their accounts audited, except for small companies with no taxable income and
companies with taxable income but with turnover of less than GIP 1 250 000. Entities licensed by the Financial Services Commission, such as
banks and insurance companies, are subject to audit even if they are small.
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Definition of small and medium-sized companies
Schedule 9 of the Companies Act contains the parameters defining the size of a company. For accounting periods commencing after
31 December 2016:
If a company does not satisfy two of the following three conditions, then the company is classified as small:
• The amount of the company’s net turnover did not exceed GIP 10.2 million
• Its balance-sheet total did not exceed GIP 5.1 million
• The average number of persons employed by the company in each year did not exceed 50
If a company does not satisfy two of the following three conditions (but cannot qualify as small) then the company is classified as
medium‑sized:
• The amount of the company’s net turnover did not exceed GIP 36 million
• Its balance-sheet total did not exceed GIP 18 million
• The average number of persons employed by the company in each year did not exceed 250
In addition there is an exemption for companies (other than licensed entities) that have income assessable to tax, but whose turnover is less
than GIP 1.25 million, from the requirement to submit audited accounts to the Commissioner of Tax in Gibraltar. Such companies will be
required to submit accounts accompanied by an independent accountant’s report.
The deadline for filing accounts with an auditor’s report/independent’s accountant’s report together with a tax return to the Income Tax
Office is nine months after the year-end.
Group Accounts
Limited companies with subsidiary undertakings are legally required to prepare consolidated accounts. These accounts must include a
consolidated income statement, a consolidated balance sheet and notes. Small and medium-sized groups need not prepare group accounts
unless they include a listed company, a bank or an insurance company. If advantage is to be taken of this exemption then the auditors must
confirm that the entitlement exists.
The qualifying conditions are met by a group in a year in which it satisfies two or more of the following requirements:
Small group
• The amount of the group’s net turnover did not exceed GIP 10.2 million (GIP 12.2 million gross)
• Its balance-sheet total did not exceed GIP 5.1 million (GIP 6.1 million gross)
• The average number of persons employed by the group in each year did not exceed 50
Medium-sized group
• The amount of the group’s net turnover did not exceed GIP 36 million (GIP 43.2 million gross)
• Its balance-sheet total did not exceed GIP 18 million (GIP 21 million gross);
• The average number of persons employed by the group in each year did not exceed 250
Auditors
Auditors must be appointed by the company annually in the annual general meeting, where applicable. No director or officer of the
company may be appointed as the auditor of that company. An auditor of a company has the right of access at all times to the books,
accounts and records of the company, and is entitled to require from the directors and officers of the company such information and
explanations as may be deemed necessary for the performance of their duties.

Moore Stephens Europe

18

Doing business in Gibraltar 2016

Auditors Act
The Financial Services (Auditors) Act 2009 implements the European Directive on Statutory Audits of Annual Accounts and Consolidated
Accounts, provides, inter alia, for the establishment of a Public Oversight Body (POB) comprised of a majority of non-practitioners with
responsibility for the oversight of:
• The approval and registration of auditors and audit firms
• The adoption of standards on professional ethics, internal quality control of audit firms and auditing and
• Continuing education, quality assurance and investigative and disciplinary systems
The Financial Services Commission (FSC) was appointed by the Government to be the POB, in September 2009 and in March 2012 the FSC
was accepted as a member of the International Forum of Independent Audit Regulators.
Filing Requirements
Small companies are required to file an abbreviated balance sheet only.
Medium-Sized companies are required to file a full set of accounts, except that the income statement may be in an abbreviated format. The
audit report on the full accounts would not be filed with the abridged accounts since the latter cannot be deemed to give a ‘true and fair
view’. Instead a special auditors’ report would be filed confirming that, in the opinion of the auditors, the company is entitled to and has
properly prepared the accounts in accordance with the Companies Act 2014.
Large companies must file full accounts including the balance sheet, income statement, notes, directors’ report and auditors’ report. Banks
and insurance companies must file full accounts irrespective of the size of the company.
The relevant documents must be filed within 12 months of the financial year-end in the case of a private company and 10 months of the
financial year-end in the case of a public company.
If the relevant financial year is the company’s first, then the period allowed is the greater of 18 months from the first anniversary of the
incorporation of the company and 12 months from the end of that financial year.
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5. Overview of the tax system
Background
The Income Tax Act 2010 came into operation on 1 January 2011. The new Act ended the distinction between offshore and onshore
business and moved Gibraltar to a system of self-assessment for companies and the self-employed.
In June 2013, the European Council of Economic and Finance Ministers of the EU Member States (ECOFIN) endorsed Gibraltar’s Income Tax
Act, as now being compliant with the EU Code of Conduct for Business Taxation. This is the first time that Gibraltar’s tax system had been
fully endorsed by both the Code of Conduct Group and ECOFIN. Following a formal State-Aid investigation procedure opened by the
European Commission in October 2013 in order to investigate certain aspects of Gibraltar’s Income Tax Act 2010, further amendments were
made to the Income Tax Act 2010 to include the taxation of royalties and inter-company loan interest (of above GIP 100 000) with effect
from 1 January 2014.
Under the Income Tax (Amendment) Act 2015, all Gibraltar-registered companies are obliged to make a full and complete return in accordance
with the provisions of section 29 of the Income Tax Act 2010. This marks a significant change, as it is irrespective of whether they are in receipt
of assessable income, whereas previously only companies with income assessable to tax were required to submit tax returns.

Principal taxes
The principal taxes levied in Gibraltar are:
• Income tax (both corporate and personal)
• Import duty
• Stamp duty
• Rates (property tax)
There is no capital gains tax, wealth tax or value added tax.

Double taxation
There are currently no double-tax treaties in force between Gibraltar and any other country. However, tax relief is available in respect of
income tax paid or payable in another jurisdiction and chargeable to Gibraltar tax, up to the lower of that tax or tax in the other jurisdiction.
In certain cases, income earned, taxed and retained overseas is not taxable in Gibraltar.

Administration and appeals
The Commissioner of Income Tax has responsibility for administration of the Income Tax Act and for the assessment and collection of
income tax.
A taxpayer may appeal in writing to the Commissioner of Income Tax against an assessment within 28 days of the date of service of the
assessment.
An independent tax tribunal hears appeals brought by taxpayers. The members of the tribunal and its clerk are subject to a statutory
declaration not to disclose any information except for the purposes of any prosecution for an offence relating to the Income Tax Act, or in
such other cases as may be required by law. Proceedings before a tribunal are not open to the public.

Administrative assistance
The Government of Gibraltar has indicated its commitment to exchange of information on the basis of the OECD Model Agreement. At time
of writing, the Government of Gibraltar has concluded Tax Information Exchange Agreements (TIEA) with 27 countries, including the United
States, the United Kingdom and Ireland. As a result, Gibraltar is categorised as a jurisdiction that has substantially implemented the OECD
internationally agreed tax standard (the so-called ‘white list’).
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6. Taxes on business
Corporate income tax
Scope, territoriality and residence
The Income Tax Act provides that all companies, however owned, are taxed on the profits or gains of a trade or business accruing in or
derived from Gibraltar, thereby preserving the territorial basis of taxation. ‘Accrued in and derived from’ is defined by reference to the
location of the activities that give rise to the profits.
A company is considered to be ‘ordinarily resident’ in Gibraltar if the management and control of the company takes place in Gibraltar, or
the company’s management and control is exercised outside Gibraltar by persons who are ordinarily resident in Gibraltar. Management and
control means the highest level of oversight, usually as exercised by the board, rather than day-to-day management.
However, ordinary residence, in itself, is not what determines if a company is taxable in Gibraltar; this is rather determined by the location of
the activities giving rise to the company’s profits.
Income taxable
Companies are only chargeable to tax in Gibraltar on income if it falls within one of the classes listed below.
Table A
• Gains or profits of a company from any trade, business, profession or vocation
• Any rents, premiums and any other profits (not being capital gains) arising from any interest in real property
Table C
• Dividends, except for dividends:
–– paid or payable by a company to another company or
–– paid to a person who is not ordinarily resident in Gibraltar or
–– paid by a company whose shares are listed on a recognised stock exchange
• Intercompany loan interest in excess of GIP 100 000 per annum
• Royalties (with effect from 1 January 2014)
• Income from a fund that is not marketed to the general public, including shares in or securities of an open-ended investment company.
Whether the income is taxable or not depends on whether the underlying income of the entity or entities forming the structure of the
fund is taxable
• Income from any right to and interests in anything falling within the above bullet points
• Any profits or gains to be treated as income under the anti-avoidance provisions of the Act
Tax year
Companies are assessed on an actual basis according to their financial year; i.e. there is no separate tax year. Prior to 2011 companies were
generally assessed on a preceding-year basis.
Partnerships
Partnerships are treated as transparent entities; company partners are taxed on their share of the partnership’s profits as adjusted for tax
purposes. A partner is not liable for the unpaid tax of another partner.
Branches
The basis for taxation of branches of foreign enterprises is the same as for companies. i.e. they are assessed on an actual-year basis after
adjustments.
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Dividends
Except in the case where the income forms part of the company’s trading receipts, dividend income from companies listed on a recognised
stock exchange is not taxable in Gibraltar. There is no tax on dividends received by a Gibraltar company from any other company, regardless
of where incorporated.
There is no withholding tax on dividend paid by a Gibraltar company; however, where a company declares a dividend to a Gibraltar-resident
individual or company, a return of dividend must be submitted.
Allowable Expenses
As a general rule a deduction in computing the profits or gains is only allowed in respect of any disbursement or expense that is ‘wholly and
exclusively’ incurred for the purposes of the production of the income of the trade or business.
In addition, deductions are available in respect of the following specific items
Approved expenditure on premises
Expenditure incurred on painting, decorating, repairing and, in general, enhancing the appearance of the frontage of premises entitles the
claimant for a deduction in computing the income chargeable to tax. This deduction is in addition to any other deduction, relief or allowance
given under any other provision of the Income Tax Act in respect of the same expenditure.
Development Aid
To encourage private investment in Gibraltar certain incentives are offered to promoters and developers of approved projects, such as tax
relief, import duty relief and rates relief. Generally, in order to qualify the new project must produce a tangible immovable asset in Gibraltar
that is of substantial benefit to the economy.
Applications for a Development Aid licence are made and if granted, the relevant Government Minister, on the advice of the Development
Aid Advisory Committee, will determine the proportion of the total capital expenditure in percentage terms is available for tax relief.
This amount is then available as a deduction against taxable profits and any unused amount are available to carry forward to use as a
deduction in future years. The amount of profits that have been offset by Development Aid, once distributed to the beneficial owners of the
development company, is treated as non-taxable in the hands of those beneficial owners.
Training costs
Allowances at a rate of 150% are allowed for employees’ training costs when studying for a qualification.
Deductions not allowed
• Expenses not incurred ‘wholly and exclusively’ for the purposes of the production of the income of the trade or business
• The rent of the whole or any part of any dwelling-house or domestic offices, except any such part as is used for the purposes of the
production of the income of the trade or business and where any such part is so used, the sum so deducted must not, unless in any
particular case it appears that having regard to all the circumstances some greater sum ought to be deducted, exceed two-thirds of the
rent bona fide paid for that dwelling-house or those offices
• Any sum expended for repairs of premises occupied, or for the supply, repairs or alterations of any implements, utensils or articles
employed, for the purposes of the trade or business beyond the sum actually expended for those purposes
• Any loss not connected with or arising out of the trade or business
• Any capital withdrawn from, or any sum employed or intended to be employed as capital in the trade or business, but not disallowing the
deduction of any interest
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• Any capital employed in improvements of premises occupied for the purpose of the trade or business that generates the income
• Any debts except:
–– a bad debt
–– a debt or part of a debt released by the creditor wholly and exclusively for the purposes of his trade, business, profession or vocation as
part of a relevant arrangement or compromise which became bad or were released during the period for which the profit or gain is
being ascertained and
–– doubtful debts to the extent that they are respectively estimated to be bad during the said period, notwithstanding that such bad or
doubtful debts were due and payable prior to the commencement of the said period
• Any average loss beyond the actual amount of loss after adjustment
• Any sum recoverable under an insurance or contract of indemnity
• Any interest paid or payable to a person not resident in Gibraltar if and so far as it is interest at more than a reasonable commercial rate
• Depreciation of any assets
• Any interest that is paid or payable upon any money borrowed other than for the purposes of the trade or business which generates the
income or acquiring the capital employed in acquiring the trade or business which generates the income
• Taxation charged under the Income Tax Act 2010, or tax charged by other jurisdictions in respect of which double tax relief may be given
(generally this means tax on profits)
• Contributions made to a non-approved provident, pension or other fund for the benefit of employees
• Entertaining expenses (generally the cost of entertaining customers is deductible, but there are detailed rules that restrict this. The Act
appears not to allow a deduction unless the person being entertained is a customer (as opposed to business introducers, suppliers etc.)).
However, it is understood that what is to be applied in practice – within reason – is that deductions will be extended to include such
expense that is incurred wholly and exclusively in the production of income
• Head-office expenses or expenses incurred by any branch for the common purpose of the company and its branches or for the purposes of
the head office or another branch exclusively, in excess of 5% of the gross income of the person. Head-office expenses mean a deduction
claimed by a branch of a person in respect of expenditure that is incurred in common between the branch in Gibraltar, the person and other
branches of the person and is shared on an apportionment basis either between the person and the branches of the person
Capital Allowances
Although no deduction is allowed for capital expenditure or for accounting depreciation, there is a system of capital allowances.
The first GIP 30 000 of plant and machinery (including fixtures, fittings, equipment etc, but not motor vehicles) acquired in a tax year is fully
deductible within the year. An annual allowance is given for any remaining balance over this amount. No initial allowance is given for motor
vehicles, but an annual allowance is given.
The first GIP 50 000 of qualifying capital expenditure on information-technology investment is also fully deductible within the year. An
annual allowance is allowed for any remaining balance over this amount.
All assets are pooled for tax purposes. The pool is increased in respect of any additions in excess of the initial allowance in the period, and is
reduced by the proceeds of any disposals during the period. The allowance for the year is then calculated at 15% of the value of the pool.
The pool value is then reduced by that allowance and the remaining balance is carried forward to the next year.
For companies taxed at 20% (utilities, energy companies etc) an annual allowance of 20% is given instead of 15%.
Capital allowances for industrial buildings (includes factories, hotels and similar premises) are deductible at a rate of 4% per annum on a
straight-line basis.
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An amount paid to the principal landlord (which is taxable on the landlord) in acquiring leasehold premises may be written off over the
period of the lease, provided the lease is for 12 years or less.
Amounts amortised in respect of goodwill and other intangible assets (excluding software to which capital allowance apply) are not
tax-deductible.
Newly established businesses are able to claim 100% of their eligible capital allowances in the first year of trade.
Capital Gains
There is no capital gains tax legislation in Gibraltar and therefore capital gains are not subject to tax.
Losses
Losses may be carried forward indefinitely to be offset against future profits. Any such losses cannot, however, be carried forward if, within a
period of three years, there is both a change in ownership of the company and a major change in the nature or conduct of a trade of the
company.
There are no provisions for carrying back losses.
Dividends paid to shareholders
Dividends paid to shareholders who are Gibraltar residents attract a tax credit equivalent to the tax paid by the company on those profits out
of which the dividend was paid. For this purpose, profits earned at an earlier date are deemed to be paid over as a dividend before profits
earned at a later date. Also, dividends are deemed to be paid out of taxed or taxable income before other income. Detailed rules that take
account of non-taxable income must be followed for determining the amount of the tax credit.
Loans made to shareholders
A loan made by a company to a shareholder, or to a person connected to a shareholder (in either case, the borrower may not be a company)
will be treated as if it were a dividend if, in the opinion of the Commissioner of Income Tax, this represents a distribution of income. The
amount advanced would be deemed to be a dividend and would be taxed accordingly. Generally, this would only be applied if the loan was
not already taxed as a loan to a director (or connected person) under the provisions in the Income Tax Act relating to benefits-in-kind.
Group taxation
There is no provision for group relief or consolidated group taxation in Gibraltar.
Service fees paid to non-residents
There is no automatic withholding tax applied on any payment due to a non-resident under an agreement for management or consultancy
services or services of a similar nature performed in Gibraltar. However, the recipient will be chargeable to tax if the services are performed in
Gibraltar and the Commissioner may instruct the payer to withhold tax on any future payments.
Parent-Subsidiary Directive and EU Directive on Interest and Royalties
There is no tax or withholding taxes applying on dividends, royalty and interest payments paid between associated companies within the
European Union as Gibraltar has implemented the EU Parent-Subsidiary Directive and the EU Interest and Royalties Directive (minimum
shareholding, residence and establishment rules apply).
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In general, a Gibraltar-registered company holding, directly or
indirectly, a relevant participation in the voting capital of a company
registered in another Member State does not pay income tax on any
dividend derived from that company. A relevant participation means
an interest in the voting share capital equal to at least 10%. Any
dividends paid by a Gibraltar-registered company to a company in
another Member State are not subject to withholding tax.
Under the Directive, the company of the Member State must be of a
type listed. This lists contains the specific types of companies
acceptable in each jurisdiction as well as the kind of tax those
companies must be subject to in their respective states.
Apart from legislation arising from these two EU Directives, there is,
in any case, no requirement to withhold tax on dividends, interest or
royalty payments made by Gibraltar companies.
Royalties
With effect from 1 January 2014, however, royalties receivable by a Gibraltar-registered company will be deemed to accrue in Gibraltar and
thus become subject to tax in Gibraltar.
Interest
With effect from 1 July 2013, interest will only be tax-free if amounts do not exceed GIP 100 000 during the year. Under the anti-avoidance
provisions relating to the GIP 100 000 threshold, interest received or receivable from different companies will be considered to be derived
from the same company where those companies are ‘connected persons’ as defined under the Income Tax Act 2010.
Protected-Cell Companies
A company registered under the Protected Cell Companies Act 2001, the protected-cell company and each of its cells shall, for the purpose
of ascertaining any taxation due, be considered as if each cell were a separate company.
Subcontractors
Income Tax (Construction Sub-Contractors) Regulations apply to companies operating as subcontractors in any construction operation.
Under these Regulations the main contractor is obliged to deduct 25% from any payment made to the subcontractor that does not
represent the direct cost of materials, and pay that amount over to the Income Tax Office.
Subcontractors may apply to the Income Tax Office for exemption certificates and must meet the requirements prescribed. If the
subcontractor holds a valid exemption certificate this deduction is not required.
A contractor who fails to apply the regulations and make the appropriate deductions from payments to any subcontractors who do not hold
a valid exemption certificate commits an offence under the Regulations and may be subject to penalties.
Anti-Avoidance rules
The Income Tax Act 2010 contains a generic anti-avoidance provision (section 40), which allows the Commissioner of Income Tax to
disregard part or all of any arrangements that are deemed to be artificial and/or fictitious and whose purpose is to reduce or eliminate the
tax payable in Gibraltar.
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Section 41 of the Act includes a requirement for promoters of a scheme to disclose to the Commissioner any ‘notifiable arrangement’ or
‘notifiable proposal’ within 30 days of any schemes which result in the payment of less tax.
The Act also contains specific anti-avoidance provisions:
Thin capitalisation rules
These apply to interest payable by a company to connected parties (which are not themselves a company) and to interest payable by a
company where the loan is secured on assets belonging to connected parties. Interest paid by the company will be treated as a dividend,
and not as a deductible expense, if the loan-capital to equity ratio of the company is greater than 5 to 1. This rule does not apply to credit
institutions or deposit takers licensed under the Banking Act.
Transactions with connected party
If the amount charged for goods and services by a connected party or connected parties is not at ‘arm’s length’ the expense allowable is
restricted to the lowest of:
• The amount of the expense
• 5% of gross turnover and
• 75% of pre-expense profit of the company
The amount of interest paid to a connected party in excess of the amount that would have been charged on an ‘arm’s length’ basis is
deemed to be a dividend, and not a deductible expense.
Back–to–back loans
In circumstances where interest is paid on a loan secured by a cash deposit made with the lender (or party connected to the lender) or
secured by certain investments on which the income is not assessable to tax, the interest paid on the loan is not a tax-allowable expense.
Dual employment contracts
When an employee of an employer ordinarily resident in Gibraltar has another contract of employment with a connected person of the
employer, the employee’s income from all of these contracts is taxable in Gibraltar. This is not the case for bona fide arrangements where the
purpose is not to avoid Gibraltar tax.
Tax rates
All companies are chargeable on taxable profits at the rate of 10%, except for utility, energy and fuel-supply companies and for companies
deemed to be abusing a dominant market position, for which the rate is 20%.
Payment and filing dates
A company is required to make two payments on account of income tax, by 28 February and 30 September each year. These payments on
account are in two equal instalments of 50% of the tax payable for the last relevant accounting period. Any balance of tax remaining is
payable within nine months of the end of the company’s accounting period.
If the company believes that the payments on account will exceed the liability payable for the year it may apply to the Commissioner to be
discharged in whole or in part from its obligation to make the advance payment.
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Penalties
Penalties are imposed if returns are not filed or if tax is not paid by the due date.
The late payment of tax will result in a surcharge of 10% of the tax payable on the day immediately after it is due. If unpaid after 90 days
there is a further surcharge of 20% of the amount unpaid (tax plus initial surcharge). Thereafter, there is a 10% annual surcharge on the
amount unpaid, compounded daily.
If a company does not make a full and complete return of income by the due date, it is liable to a penalty of GIP 50. If the return is not
submitted within three months, there is a further penalty of GIP 300.
Failure to file a return or fraudulently, recklessly or negligently delivering an incorrect return, accounts or information gives rise to a penalty
of up to 150% of the difference between the amount of tax due and that which the taxpayer has declared. The amount of the penalty
percentage to be applied will be dependent on the amount of tax lost, the gravity of the offence (innocent error, negligence, recklessness or
deliberate omission) and the degree of cooperation afforded by the taxpayer during the investigation.
Failure to respond to a notice or request by the Commissioner to submit information or documentation within 30 days results in a fine of
GIP 200 per day on the date the failure occurs and further penalties of GIP 500 per day after this date. Continued failure to comply after
three months, may result in conviction and imprisonment.
If a person is knowingly concerned in the fraudulent evasion of income tax by himself or another person he commits an offence. If found
guilty of such an offence he will be liable on summary conviction to imprisonment for up to six months or a fine, or both and on conviction
on indictment to imprisonment for up to seven years or a fine, or both. He may request the Commissioner of Income Tax to issue a
Compounding Order before the Court Hearing, provided he or she admits in writing that he committed the offence, settles the amount due
(including penalties, surcharges and interest) and consents that full details of the Compounding Order shall be published in the Gibraltar
Gazette.
If a company fails to pay to the Commissioner by the due date any PAYE or Social Insurance which has been or should have been withheld or
collected, then any director of that company is committing a criminal offence which may lead to imprisonment and/or a fine. If a person fails
to pay PAYE or Social Insurance that he has deducted or should have deducted and if the amount payable has been outstanding for three
months or more and amounts to more than GIP 5000, the Commissioner may publish details of the offence and of the offender in the
Gibraltar Gazette (after giving 14 days’ notice).
A person who fails to notify the Commissioner of reportable tax-planning arrangements (as defined in section 41 of the Act) will be liable to
a fine of GIP 100 on the day the failure occurs and a continuing daily penalty of up to GIP 200 per day thereafter.

Value added tax
There is no value added tax in Gibraltar.
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7. Personal taxation
Income tax
Scope
Tax is charged on the income accruing in, derived from or received in Gibraltar (or in any other place) by an individual ‘ordinarily resident’ in
Gibraltar from employment or the exercise of any self-employment activities in connection with a trade, business, profession or vocation.
Dividends, pensions and emoluments of office accruing in, derived from or received in any place other than Gibraltar by an ordinarily
resident individual are also taxable in Gibraltar. Generally, when taxed in the country of accrual and not received in Gibraltar such income is
not taxable in Gibraltar.
Tax is charged on income of all individuals and companies in respect of any rents, premiums and any other interest in real property located in
Gibraltar.
Income arising outside Gibraltar, which although not actually received or transferred, is obtained in Gibraltar by an individual in the form of
an equivalent benefit, is treated as having been received in Gibraltar.
Ordinary residence
As from 1 January 2011 an individual who is present in Gibraltar for at least 183 days in a tax year or more than 300 days in total during
three consecutive tax years is deemed to be ordinarily resident in Gibraltar. ‘Present’ means being in Gibraltar at any time during a 24-hour
period commencing at midnight, whether or not accommodation is used.
An individual who is ordinarily resident is taxable in Gibraltar on his or her worldwide income (subject to double-tax relief and the exception
for rental income in which tax only arises if the property is located in Gibraltar). An individual who is not ordinarily resident is taxable only in
respect of income from Gibraltar.
Tax year
For individuals and trusts the tax year runs from 1 July to 30 June in the following year, and taxpayers are assessed on an actual basis. The
law as explained in this Chapter therefore applies for the tax year 2016-17, unless specifically stated otherwise.
Partnerships
Partnerships are treated as transparent entities; individual partners are taxed on their share of the partnership’s profits as adjusted for tax
purposes. A partner is not liable for the unpaid tax of another partner.
Family unit
With the exception of earned income (income from employment or self-employment), a husband and wife are taxed jointly.
The availability of allowances and reliefs to one spouse may be restricted where the other spouse has opted for a different system of taxation
(see under ‘Allowances and reliefs’ below).
Minor children are treated as separate taxpayers in their own right.
Income taxable
Income is taxable if it falls into any one of the following classes, as set out in the Income Tax Act.
Table A
• Gains or profits of a company or trust from any trade, business, profession or vocation
• Any rents, premiums and any other profits (not being capital gains) arising from any interest in real property
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Table B
• Income from any office or employment, including any allowances, perquisites or benefits-in-kind specified in Schedule 7 of the Act
• Income from a trade, business, profession or vocation
Table C
• Dividends (but see under ‘Exempt income’ below), except for dividends:
–– paid or payable by a company to another company or
–– paid to a person who is not ordinarily resident in Gibraltar or
–– paid by a company whose shares are listed on a recognised stock exchange
• Income from a fund that is not marketed to the general public, including shares in or securities of an open-ended investment company.
Whether the income is taxable or not depends on whether the underlying income of the entity or entities forming the structure of the
fund is taxable
• Income from any right to and interests in anything falling within the above bullet points
• Any profits or gains to be treated as income under the anti-avoidance provisions of the Act
Exempt income/ income not taxable
Savings income
Income of a passive nature is not liable to tax; this includes bank interest and interest from securities quoted on a recognised stock exchange.
Rental income from property outside Gibraltar
Income from the letting of property located outside Gibraltar is not taxable in Gibraltar.
Income from pensions
Income from state pensions is not taxable.
Occupational pensions received from an approved pension scheme by persons aged 60 or over (or those compulsorily retired at age 55, for
example, ex-policemen, ex-firemen, ex-Gibraltar regiment and ex-prison officers) who are in employment will not be taken into account in
establishing tax due on their earned income. There is no requirement to buy an annuity from the capital value of a pension fund and
pensioners may withdraw the whole of the capital tax-free on reaching retirement age.
The investment income of any pension fund, provident fund or other fund approved by the Commissioner and established in Gibraltar.
Gibraltar Government debentures
Income from investments in various Government of Gibraltar debentures is tax-exempt.
Other
• Compensation for unfair dismissal and redundancy payments within the statutory limit are non-taxable
• Income received by a student from employment during holidays
• Any income arising from Gibraltar by an individual not resident for a period of less than 30 days in a tax year
Income from employment
Tax is payable on the full amount of income from an office or employment. This includes wages, salaries, bonuses, director’s fees and
benefits-in-kind, as well as redundancy payments, to the extent not exempt.
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Benefits-in-kind
Benefits-in-kind are taxed as gains from employment. Benefits received by an employee of less than GIP 250 in a tax year are not taxable.
Schedule 7 of the Income Tax Act describes the tax treatment of specific taxable benefits provided to employees and/or their families
including:
• Expense payments
• Credit tokens
• Living accommodation
• Cars, vans and related expenses
• Employment-related loans
• Cash and non-cash vouchers
In addition, the Act includes a ‘catch-all’ provision for benefits not specifically covered under the legislation.
Employers may apply for a dispensation from the Commissioner of Income Tax, and as part of this opt to pay the tax on benefits on behalf
of the employee. If an employer is paying the tax under a dispensation, benefits received by an employee amounting to between GIP 250
and GIP 15 000 in the tax year are taxed at the rate of 20%. If the benefits exceed GIP 15 000, tax is payable at the rate of 29%.
There are generous exceptions, subject to conditions, for relocation and accommodation expenses of relocated employees.
Living accommodation provided to an employee or a member of the employee’s family or household is a taxable benefit, except in the
following circumstances:
• The employer is an individual and is providing the accommodation in the normal course of a domestic family or personal relationship
• The accommodation is necessary for the proper performance of the employee’s duties
• The accommodation is provided for the better performance of the duties of the employment and the accommodation is customary for
that type of employment
• The accommodation has been provided by an employer to an employee who has relocated in order to take up that employment, and
–– The relocation is from a residence that was not within a reasonable commuting distance of work to one that is within a reasonable
commuting distance and
–– The change in residence arose from either employment, a change in duties of employment, or alteration of the normal place of
employment duties.
If this is the case, the exemption applies for seven years from the date of relocation.
Cars and vans provided to an employee or any member of the employee’s family or household by an employer if made available for their
private use is a taxable benefit. The cash benefit is calculated as 25% per annum of the cost of the vehicle to the employer. After four years
there is no remaining benefit.
Motorcycles and scooters provided for employees are excluded from being a benefit-in-kind.
There is an exemption for the use of ‘pooled cars’; these are cars:
• Available to and actually used by more than one employee by reason of their employment
• Not ordinarily used by one employee to the exclusion of others
• Whose private use is merely incidental to the employee’s other use of the car and
• Not normally kept overnight in the vicinity of the home of one of the employees (unless the vehicle is kept on premises occupied by the
employer)
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If a loan is made by an employer (or parties connected to the employer) to an employee or a relative of an employee, on which there is no
interest payable, or if the interest payable is below that which would be charged on commercial term, this constitutes a taxable benefit.
The tax benefit is the difference between any interest payable by the employee and the interest that would be payable at the market rate.
If an employee-related loan is written off or released, the amount written off or released is treated as earnings.
Salary tax
Income tax on income from employment is withheld at source under the PAYE (Pay As You Earn) system, together with employee social
security contributions.
Income from a trade, business, profession or vocation
The self-employed are liable to income tax on their profits, as adjusted for tax purposes in a similar manner as is the case for companies and
on a current-year basis. See Chapter 6 for the computational rules.
Capital gains
There is no tax on capital gains in Gibraltar.
Dividends, interest and other savings income
As stated previously, income of a passive nature is generally exempt from tax in the hands of individuals and trusts. Dividends paid to an
individual ordinarily resident in Gibraltar by a Gibraltar-resident company are taxable, but come with a tax credit in respect of tax paid in
Gibraltar by the company.
Rental income
Rental income is subject to income tax if the property is located in Gibraltar. The rules pertaining to deductibility of rental expenditure by a
company or self-employed trader apply also to the calculation of taxable rental income.
Rental income from properties located abroad is not taxable.
Allowances and reliefs
There are a large number of allowances and reliefs, but their availability depends on which of two different systems of assessment the
individual opts for: the Gross-Based System (GBS) or the Allowance-Based System (ABS). The taxpayer may opt for one or the other;
however, irrespectively of which system is opted for the Income Tax Office (ITO) will apply the system most beneficial to the taxpayer on
final assessment.
Under the GBS the taxpayer is entitled to few allowances and/or reliefs but generally the tax rates applicable are lower. The majority of
taxpayers are taxed under the GBS, under which the effective tax rate is never more than 25%.
Under the GBS, the following deductions are available from assessable income:
Mortgage interest
A deduction is available in respect of mortgage-interest payments to taxpayers under the GBS, but is limited to a maximum of GIP 1500 per
annum.
Pension contributions
A deduction is available in respect of contributions to approved pension schemes, but is limited to a maximum of GIP 1500 per annum.
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Health insurance
A deduction is also available in respect of payment of private medical insurance premiums to taxpayers under the GBS, but is limited to a
maximum of GIP 3000 per annum.
Home purchase
A deduction up to a maximum of GIP 6500 is available in respect of approved expenditure incurred towards the purchase of the taxpayer’s
home. This is only available to first-time buyers and only if the purchase takes place after 30 June 2015.
Approved expenditure on premises
This deduction as described in Chapter 6 also applies to individuals, whether as part of the business of a self-employed person, or in respect
of property held for non-business purposes. A deduction is also available in respect of mortgage-interest payments to taxpayers under the
GBS, but is limited to a maximum of GIP 5000.
Under the Allowance-Based System (ABS), the following reliefs (deductions) and allowances are available:
Personal allowance
A single taxpayer is entitled to a personal allowance of GIP 3215 (2015-16: GIP 3200). A taxpayer who is married and whose spouse is either
living with or is maintained by the taxpayer is entitled to a personal allowance of GIP 3215 (2015-16: GIP 3200). Only one of the spouses
may claim the spouse allowance.
An individual who proves that he or she pays alimony to his or her spouse or former spouse may opt for the single taxpayer’s allowance and,
in addition, deduct the alimony actually paid up to a maximum of GIP 3200.
Individuals whose total personal allowances are less than GIP 4088 are entitled to have their personal allowances ‘topped up’ to that
amount.
Men aged 65 or over and women aged 60 or over have their allowances ‘topped up’ to GIP 12,000 irrespective of the level of their
assessable income. In practice, therefore, the first GIP 12 000 of assessable income earned by elderly persons is tax free.
Child relief
In respect of the first of any children of the taxpayer that meets the criteria set out below, the taxpayer is entitled to relief (deduction) in the
amount of GIP 1105 (2015-16: GIP 1100). ‘Child’ includes a stepchild or adopted child. The relief is increased and extended to GIP 1255
(2015-16: GIP 1250) in respect of each child studying abroad.
The relief is given in respect of an unmarried child who is:
• Under the age of 16 at the commencement of the tax year or
• Receiving full-time education within or outside Gibraltar during the tax year
This relief is granted in respect of children being maintained during the year by the taxpayer and must be resident in Gibraltar, so the child in
question need not necessarily be the taxpayer’s own child.
If the child has income in his or her own right, not including any income from a scholarship, bursary or other educational allowance and
earnings from employment at an approved educational establishment, exceeding the specified reliefs, no relief is in respect of that child. The
income received by a student from a holiday job during school or university vacations is exempt from income tax.
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If an individual proves to the satisfaction of the Commissioner that he or she has paid under a court order or deed of separation
maintenance to a child, the individual is entitled to claim a deduction from his or her assessable income of the amount of maintenance so
paid up, to a maximum of GIP 1100. The deduction may not be claimed for more than one child.
One-parent family allowance
A deduction is available in respect of a spouse or civil partner who is not entitled to a spouse allowance and has custody and maintains
during the year an unmarried child. This deduction is GIP 5264 (2015-16: GIP 5290).
Nursery school allowance
An allowance of GIP 5025 (2015-16: GIP 5000) is given in respect of any child of pre-school age who attends an independent registered
nursery school in Gibraltar.
Low-income earner’s allowance and tax credit
No person in receipt of income of less than GIP 11 025 (2015-16: GIP 11 000) pays tax. Tapering relief is available to persons whose annual
income is between GIP 11 025 and GIP 19 500.
Disabled-person allowance
A deduction is available to a parent in respect of each dependent disabled unmarried individual; the parent is entitled to relief in the amount
of GIP 9040 (2015-16: GIP 9000). To qualify for the deduction, the disabled individual must be suffering from specific bodily or mental
disability and be residing with the parent.
Dependent relative’s allowance
An allowance is available in respect of a dependent relative who is maintained by an individual, being a relative/spouse/civil partner. The
allowance is GIP 305 (2015-16: GIP 300) if the relative is resident in Gibraltar and GIP 205 (2015-16: GIP 200) if the relative is resident
outside Gibraltar.
Deduction for blind persons
An allowance of GIP 5020 (2015-16: GIP 5000) is available to an individual if he or his wife is blind as certified by a medical certificate.
Health insurance allowance
A deduction is available to any individual who contributes to an approved health insurance policy/scheme etc. for the benefit of
himself, his spouse or civil partner or dependent children. The deduction is restricted to the smaller of the premiums paid and GIP 5020
(2015-16: GIP 5000).
Home-purchase allowance
A deduction is available in any one of the years of assessment from the assessable income of an ordinarily resident individual or spouse or
civil partner living with him, who purchased, or entered into an agreement to purchase, or has constructed, or is in the process of
constructing, a dwelling for his or her own residential occupation.
The deduction amounts to GIP 12 000 (2015-16: GIP 12 000) plus an additional one-off deduction of GIP 4000 in aggregate over four years.
There are a number of provisions attached to this deduction, e.g. it is only allowed once and is not granted in respect of more than one
dwelling at any one time; and the amount of deduction in any tax year cannot exceed the aggregate amount paid by the individual towards
the purchase or construction of the dwelling.
Once the right to the deduction has been established, the taxpayer may choose over how many tax years he or she wishes to spread the
deduction.
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If the taxpayer sells or disposes or ceases to use the dwelling for his own residential accommodation within 12 months of obtaining the legal
title to the dwelling, the taxpayer is not entitled to claim a deduction and where such a deduction has been made in respect of the past year
of assessment, the Commissioner may make an amended or additional assessment to bring the amount of that deduction into charge to tax.
The deduction for the same amount and conditions is also available in respect of the purchase of a house for an individual’s child.
Mortgage-interest relief for the purchase, improvement or development of property
Interest paid by an individual or his or her spouse on a loan to acquire a Gibraltar property for their principal residence is allowable on loans
up to a value of GIP 350 000. Loan arrangements entered into before 1 July 2008 are eligible for relief on the whole amount of the loan,
provided the loan continues to be secured on the current property and is in the name of the current borrower and the interest is subject to
‘tapering grandfathering’ whereby the relief on the amount of the loan in excess of GIP 350 000 will be reduced by one-tenth per annum.
Approved expenditure on premises
This deduction also applies to individuals, whether as part of the business of a self-employed person, or in respect of property held for
non-business purposes. Please refer to details in Chapter 6.
Solar energy on boilers
A one-off allowance of GIP 3000 is available, spread over three years.
		
Life-insurance premiums
Premiums or contributions (or both) payable during the tax year are allowable up to one-seventh of assessable income or 7% of the capital
sum assured.
Pension contributions – personal pension schemes and retirement annuity contracts
Tax relief on contributions to approved personal pension schemes and retirement annuity contracts is available to the lower of 20% of
earned income and GIP 35 000. Where the contribution to approved personal pension schemes and retirement annuity contracts in any one
year are below the maximum of the tax relief that could be claimed for that year, there is a facility which allows members of such schemes to
top-up any unused tax relief.
Contributions by the employer to personal pension schemes are not taxable on the employee as a benefit-in-kind.
Pension contributions – occupational pension schemes
Contributions in respect of proprietary directors and shareholders by an employer and employee in total are eligible for tax relief of up to
25% of assessable income.
For employees the tax relief on contributions to an approved scheme of up to one-sixth of their earned income. This one-sixth limit includes
the premiums payable on approved life-insurance policies which are themselves subject to an earnings cap of one-seventh of earned income.
Contributions by the employer to occupational pension schemes are not taxable on the employee as a benefit-in-kind.
Gift Aid
Where an individual paying tax in Gibraltar on income, gains or profits makes a Gift Aid donation to locally registered charities (including
ecclesiastical institutions and trusts), those charities may claim back standard-rate income tax relating to that donation directly from the
Income Tax Office. Under this scheme the limit on gifts is GIP 5000 per annum.
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Tax credit
All taxpayers under the ABS receive a tax credit amounting to the greater of GIP 300 and 2% of the tax payable for the year.
There is also a tax credit of up to GIP 4000 available for individuals aged 60 and over who are not in receipt of pension or annuity income in
excess of GIP 6000.
Restriction on allowances
In general, where a taxpayer opts for the GBS and the spouse opts for the ABS, the availability of allowances to the spouse opting for the
ABS is restricted. Any allowances claimed by the spouse up to 30 June 2007 who is now opting for the GBS may not be ‘transferred’ to the
spouse opting for the ABS.
In any case, persons opting for the ABS will always be able to benefit from certain allowances/reliefs even if their spouse opts for the GBS,
such as their personal (and if applicable,‘top-up’ allowance), low income earner’s allowance and special deduction for senior citizens and
generally, any other allowance that was being claimed up to 30 June 2007.
The principal restrictions that apply to spouses where one opts for the GB system and the other for the AB system related to mortgageinterest relief and home-purchase allowance.
Tax rates
Gross Income Based System
Tables 1 and 2 show the rates applicable in 2016-17 under this system.
Table 1 Persons with gross income below GIP 25 000
Taxable income (GIP )

Rate (%)

First 10 000

6

Next 7000

20

Remainder over 17 000

28

Table 2 Persons with gross income greater than GIP 25 000
Taxable income (GIP )

Rate (%)

First 17 000

16

Next 8000

19

Next 15 000

25

Next 65 000

28

Next 395,000

25

Next 200 000

18

Remainder over 700 000

5

35

Moore Stephens Europe

Doing business in Gibraltar 2016

Allowance-Based System
Tables 3 show the rates applicable in 2016-17 under this system.
Table 3 Persons taxable under the ABS
Taxable income (GIP )

Rate (%)

First 4000

14

Next 12 000

17

Remainder over 16 000
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The taxation of non-residents
Non-residents are liable to tax on income accruing in or derived from Gibraltar. A non-resident may opt to be taxed under either of the two
tax bases. However, due to the apportionment of tax bands and allowances according to that part of the tax year, a person who is not
ordinarily resident in Gibraltar is generally taxed at 30% on the first GIP 16 000 of assessable income and at 40% on remaining assessable
income.
Income from occasional presence in Gibraltar
Individuals who are not ordinarily resident in Gibraltar and who are present in Gibraltar for less than 30 days in a tax year are not taxable on:
• Fees in respect of the office of director of a company
• Emoluments from employment where the duties of the employment, other than duties ancillary to the employment, are performed
exclusively outside Gibraltar (subject to anti-avoidance rules on dual employment contracts)
• Remuneration from a trade, profession, business or vocation where the trade or service, other than activities ancillary to that trade,
profession, business or vocation, are performed or provided exclusively outside Gibraltar (subject to some restrictions)
Ownership, chartering or operation of ships and aircraft
Gains or profits derived by a non-resident individual from the carriage of passengers or cargo to or from Gibraltar in any ship or aircraft
owned, chartered or operated by him or her is not taxable.
Investment income from Gibraltar
Dividends from a Gibraltar company and interest from banks, building societies and other financial services institutions received by a person
who is not ordinarily resident are not taxable in Gibraltar.
Relocating to Gibraltar
When a person obtains employment in Gibraltar during a tax year the basic rule is:
• If he or she is ordinarily resident in Gibraltar the personal allowances will be apportioned, but the tax bands will not
• If he or she is not ordinarily resident in Gibraltar both the allowances and the tax bands will be apportioned
On apportionment of allowances/tax bands the individual is given one-twelfth of the annual allowance/tax band for each month, or part of a
month, for which he or she is resident in Gibraltar.
There are a number of tax incentives available in relation to relocated employees, such as exemption from benefit in kind for employers
providing accommodation in some circumstances and payment of relocation expenses.
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Gibraltar offers other tax incentives to individuals relocating;
• Category 2 (Cat2) status
• High Executive Possessing Specialist Skills – HEPSS
Category 2 (“High Net Worth”) individuals
An individual who has obtained a Category 2 status is assessable to income tax on the first GIP 80 000 of income only. The tax payable is
calculated under the ABS and therefore the maximum tax payable in a full year is approx. GIP 27 560 and the minimum tax payable is
GIP 22 000; this is prorated if the certificate is obtained/expires during the tax year. Since 1 July 2015, the cap on taxable income does not
include certain income accrued in or derived from Gibraltar, such as director’s fees and rental income from properties in Gibraltar.
Applications for a Category 2 certificate are made to the Finance Centre Director. Under the Qualifying (Category 2) Individuals Rules 2004,
the taxpayer must fulfil the following conditions to be considered for a certificate. The taxpayer:
• Must have available for his or her exclusive use approved residential accommodation in Gibraltar (either purchased or rented)
• Must not have been resident in Gibraltar for the previous five years, immediately preceding the application
• Must submit two independent references from recognised institutions/professionals (a bank plus a law/ accountancy firm)
• Must produce a valid passport, a curriculum vitae and proof of financial standing (including statement of worth showing a minimum of
GIP 2 million of net assets)
• Have not been engaged for the previous five years, and will not be engaged in the future whilst a Cat 2 Individual, in a trade, business or
employment in Gibraltar (other than, in general, duties which are incidental to any trade, business or employment based outside Gibraltar,
or providing consultancy services from Gibraltar in certain circumstances, as described below)
• Generally, a Cat 2 Individual may be a shareholder and/or director of a Gibraltar company, provided that the company trades and does
business outside Gibraltar
• The Cat 2 Individual may, however, be a shareholder of a company carrying out licensable activities in Gibraltar, companies carrying out
business in Gibraltar which are not in competition with other businesses in Gibraltar or companies which, directly or indirectly invest in
properties situated in Gibraltar (note, in the case the rental income would be taxed separately and not be covered by the certificate). A Cat 2
Individual may also provide consultancy services from Gibraltar to companies trading outside Gibraltar where the Individual has a significant
shareholding. In all other cases, any consultancy or employment work must be physically and exclusively carried out outside Gibraltar.
In addition a Gibraltar-resident trust is subject to taxation at a rate of 10%. A trust is considered resident where one or more beneficiaries
are ordinarily resident for tax purposes in Gibraltar; this does not include Cat 2 individuals.
High Executive Possessing Specialist Skills – HEPSS
An individual who has obtained HEPPS status is assessable to income tax on the first GIP 120 000 of assessable income only. The tax payable
is calculated under the GBS and therefore the maximum tax payable in a full year is approx. GIP 29 940.
This scheme is aimed at individuals who are relocating to Gibraltar to engage in business activities. They must possess skills or experience
that are not readily available in Gibraltar and assessed as necessary to promote and sustain economic activity of particular economic value to
Gibraltar.
The person must also occupy a high executive or senior management position, earn more than GIP 120 000 per annum and have approved
residential accommodation available for his or her exclusive use in Gibraltar (either purchased or rented). The person must not have been
resident or employed in Gibraltar during the three years prior to the year in which the application is made (in some cases, this requirement
may be waived).
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Qualifying Recognised Overseas Pensions Schemes (QROPS)
Under UK law, pensions under a recognised UK pension scheme may under certain strict conditions be transferred to a non-UK scheme
without loss of tax benefits or tax charge. Such a scheme is known as a qualifying recognised overseas pension scheme (QROPS). In 2012,
Gibraltar was confirmed by HMRC as a jurisdiction with the required tax and pension rules in place.
Some features of QROPS include:
• Members may be resident in Gibraltar or elsewhere
• Income received and capital growth of the scheme is not taxed in Gibraltar
• Members of the age of 55 years may commence to draw benefits from the scheme (not exceeding 30% of the pension fund value)
• Lump-sum payments from the scheme, which are in accordance with the scheme rules are not subject to tax in Gibraltar, and other
pensions benefits payable to members are taxed at 2.5%
• On the death of a member, subject to the scheme rules, death benefits in the form of a lump sum (not taxable in Gibraltar) or by pension
payments (taxed at a rate of 2.5% in Gibraltar) may be made. Apart from these, any remaining funds at the time of death are not taxable
in Gibraltar
Trusts
A trust is tax-resident in Gibraltar if one or more of the beneficiaries is ordinarily resident in Gibraltar or the class of beneficiaries may include
an ordinarily resident person or the issue of an ordinarily resident person; this does not include Cat 2 individuals. A Gibraltar-resident trust is
subject to taxation in Gibraltar at a rate of 10%.
A Gibraltar trust that has non-resident beneficiaries is not subject to taxation in Gibraltar and all of its income may be accumulated in
Gibraltar free of tax, with the exception of income from a trade which has accrued in or derived from Gibraltar.
Trusts with assessable income, or which make distributions of assessable income, are required to file tax returns by 30 November following
the end of the tax year (i.e. the year ended 30 June).

Inheritance and gift taxes
There are no inheritance or gift taxes in Gibraltar.

Wealth tax
There is no wealth tax in Gibraltar.
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8. Other taxes
Stamp duty
Stamp duty is a tax payable on instruments relating to real property in Gibraltar and on capital transactions. Table 4 below shows the
principal rates.
Table 4
Taxable instrument or transaction

Rate of duty

Share capital (initial authorised and on increases)

10

Loan capital (each issue)

10

Conveyance or transfer of interest in real property:
–– Purchase price up to GIP 200 000

Nil

–– Purchase price between GIP 200 001 and GIP 350 000

2% on first 250 000 and 5.5% on balance

–– Purchase price of over GIP 350 000

3% on first 350 000 and 3.5% on balance

For first and second-time buyers
–– First GIP 260 000 of purchase price

Nil

–– Balance above GIP 260 001 to GIP 350 000

5.5%

–– Balance above GIP 350 000

3.5%

Mortgage not exceeding GIP 200 000

0.13%

Mortgage exceeding GIP 200 000

0.20%

Import duty
Goods imported into Gibraltar are subject to import duty at varying rates, generally between 0% and 12%.
The most recent changes were introduced in the 2016 Budget Address on 5 July 2016 and the most significant of these include:
• Import duty on the following goods has been brought down to 0%:
–– Spectacles/spectacle lenses/contact lenses
–– Electronic equipment and spare parts for use exclusively on boats, including fish finders, marine radios, radar and GPS plotters
–– Sails, propellers and related spare parts
• Import duty at 10% will be payable on fizzy and other soft drinks (other than fruit juices or milk-based drinks with a sugar content of
above 5 g per 10 ml.
Table 5 highlights some of the current rates of duty.
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Table 5
Rate of duty
Product

Private imports

Dealer imports

Engine not exceeding 1500cc

25%

15%

More than 1500cc but not exceeding 2000cc

30%

18%

Over 2000cc

35%

22%

Petrol/diesel motor vehicles:

Petrol

GIP 0.29 per litre

Diesel

GIP 0.22 per litre

Biofuels/marine

GIP 0.00 per litre

Cigarettes
Rolling Tobacco
Whisky and spirits
Printed matter for educational purposes, newsprint, journals and periodicals
Stationery made predominantly from recycled materials
Other printed matter
Perfumes, beauty or make-up preparations, clothing, footwear and watches
Jewellery

GIP 13.00 per carton (200)
GIP 45.00 per kilo
GIP 1 per litre
0%
0%
12.0%
3%
4.5%

Gold bullion

6%

Mobile phones

0%

Portable computers (laptops, netbooks & tablet PCs)

0%

Other computer equipment

6%

Foodstuffs and medical supplies

0%

Seagoing vessels (specific)

0%

Other specified seagoing vessels

3%

Building materials

12%

Rates
Rates are a type of property tax imposed on business and residential properties in Gibraltar. Discounts are available for early payments
(generally 15%) and also there are discounts available for start-ups from 65% discount in their first year trading and 25% in their second
year trading.

Gaming tax
Gaming tax on fixed-odds betting and betting exchanges is charged at 1% of turnover. For online casinos, tax is charged at 1% of gaming
yield and 1% of rake in the case of poker operators. In all cases, there is a minimum tax of GIP 85 000 payable and a cap on tax payable of
GIP 425 000 per annum, per licence.
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9. Social security contributions
Employers and employees
Social insurance contributions are payable by employers and employees, based on the employee’s gross earnings. Employees’ contributions
are withheld at source, under the PAYE system. The rates are shown in Table 6.
Table 6
Contributor

Rate (%)

Minimum (GIP)

Maximum (GIP)

Employee

10

5.00 per week

25.16 per week

Employer

20

15.00 per week

32.97 per week

The self-employed
Self-employed persons pay contributions at a rate of 20% of gross earnings (turnover), subject to a minimum of GIP 10 per week and a
maximum of GIP 30.17 per week.

Age cap
Persons aged 60 and over are exempt from social insurance contributions.
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10. Moore Stephens in Gibraltar
Moore Stephens Ltd
Suite 5
Watergardens Block 4
Waterport
PO Box 743
Gibraltar
T +350 200 74518
F +350 200 70189
enquiries@moorestephens.gi
www.moorestephens.gi
International liaison: Rosaleen Reilly, rosaleen.reilly@moorestephens.gi
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Appendix 1: Double tax treaties
Comprehensive double taxation treaties
Gibraltar has no double taxation treaties.

Agreements for administrative cooperation and/or exchange of information
Gibraltar has signed up to a Foreign Account Tax Compliance Act (FATCA) intergovernmental agreement with the United Kingdom and the
United States.
It has also implemented the OECD and Council or Europe Convention on Mutual Administrative Assistance in Tax Matters, providing tax
information exchange between Gibraltar and all countries and territories that have ratified the Convention.

Tax Information Exchange Agreements
Gibraltar has 27 tax information exchange agreements in force, with the following jurisdictions.
Australia

Greenland

New Zealand

Austria

Guernsey

Norway

Belgium

Iceland

Poland

Denmark

India

Portugal

Faroe Islands

Ireland

South Africa

Finland

Italy

Sweden

France

Malta

Turkey

Germany

Mexico

United Kingdom

Greece

Netherlands

United States
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Appendix 2: Moore Stephens
around the world
Moore Stephens member firms may be found in 106 countries and territories around the world, with correspondent firms in another ten.
Albania

Denmark

Latvia

Russia

Argentina

Dominican Republic

Lebanon

Saudi Arabia

Australia

Ecuador

Liechtenstein*

Serbia

Austria

Egypt

Lithuania

Seychelles

Azerbaijan

El Salvador*

Luxembourg

Singapore

Bahamas

Estonia*

Macedonia

Slovakia

Bahrain

Finland

Malta

South Africa

Bangladesh

France

Mauritius

South Korea

Belgium

Germany

Mexico

Spain

Belize

Gibraltar

Monaco

Sri Lanka*

Bermuda

Greece

Mongolia*

Sweden

Bolivia

Guatemala

Morocco

Switzerland

Botswana*

Guernsey

Netherlands

Syria

Brazil

Honduras

New Zealand

Taiwan

British Virgin Islands

Hong Kong

Nicaragua

Thailand

Bulgaria

Hungary

Nigeria*

Tunisia

Burundi

India

Norway

Turkey

Cambodia*

Indonesia

Oman

Ukraine

Canada

Iraq

Pakistan

United Arab Emirates

Cayman Islands

Ireland

Panama*

United Kingdom

Chile

Isle of Man

Papua New Guinea

United States

China

Israel

Paraguay

Uruguay

Colombia

Italy

Peru

Venezuela

DR Congo

Japan

Philippines

Vietnam

Costa Rica

Jersey

Poland

Zambia

Croatia

Jordan

Portugal

Zimbabwe*

Cyprus

Kazakhstan

Qatar

Czech Republic

Kuwait

Romania

*denotes a correspondent firm only
For more detail, see www.moorestephens.com under ‘Locations’.
© January 2017, Moore Stephens Europe Ltd, on behalf of Moore Stephens International Ltd
Moore Stephens International Ltd
150 Aldersgate Street
London
EC1A 4AB
United Kingdom
We believe the information contained in this Guide to be correct at the time of going to press, but we cannot accept any responsibility for any loss occasioned to any person as a result of action or
refraining from action as a result of any item herein. Printed by Moore Stephens Europe Ltd (MSEL), a member firm of Moore Stephens International Ltd (MSIL). MSEL is a company incorporated in
accordance with the laws of England and provides no audit or other professional services to clients. Such services are provided solely by member firms of MSEL in their respective geographic areas.
MSEL and its member firms are legally distinct and separate entities owned and managed in each location.
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