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Focus on Anguilla

One of the lesser-known offshore jurisdictions, Anguilla has long been a

pioneer in developing technology to facilitate international corporate

structuring

Introduction

Anguilla celebrated its ten-year
anniversary as an international
financial centre in 2004, with little
fanfare or attention from corporate
structuring professionals around the
world. Despite annual promotional
visits to the region, Anguilla has
remained a relatively low-profile
jurisdiction in Asia.

However, Anguilla can be a
desirable place for a variety of
corporate structures — not only are
its companies law, legal system and
tax structure competitive with those
of the BVI or any other Caribbean
jurisdiction, it has fostered a strong,
technology-focused approach to
developing its offshore centre, which
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makes it dynamic and user-friendly

for company principals and service
providers alike. Moreover, even the
jurisdiction’s low-profile image is an
advantage, as it means Anguilla has
managed to avoid a great deal of the
stigma attached to ‘tax havens’.

General Overview

Anguilla is a familiar jurisdiction to
professionals accustomed to working
with the BVI. It is a British Overseas
Territory, with similar companies
legislation regulated by a similar legal
system based on English common
law. Anguilla is a zero-tax
jurisdiction: it does not levy any
direct taxes on income, whether
personal or corporate, nor on capital

gains, interest income, dividends,
royalties, gifts, legacies, etc. Although
the identities of an Anguillian
company’s principals must be on file
with its resident agent, they need not
be disclosed to the government
except in the event of an investigation
into activity that would be considered
criminal in the jurisdiction.
Anguilla has never appeared on a
Financial Action Task Force (FATF)
blacklist, and was among the first
jurisdictions to agree a letter of intent
with the Organization for Economic
Cooperation and Development
(OECD). Its pro-active efforts to
develop strong anti-money
laundering legislation have earned it
a strong reputation with financial



This
reputation was further improved in
February 2004 when the Anguilla
Financial Services Department

authorities worldwide.

reconstituted as an independent
Financial Services Commission
(FSC). This allows the FSC to focus
on its core functions of granting
licenses and monitoring compliance
with anti-money laundering and
other regulations.

ACORN

Perhaps the most obvious example of
Anguilla’s success in developing an
innovative financial centre is the
Anguilla Commercial Online
Registration Network (ACORN), the
world’s first online and instant
company registration system. A small
number of Hong Kong service
providers are licensed to operate
ACORN, which allows its affiliated
network of registered overseas agents
to conduct instant company name
searches, register companies, and file
company articles, annual reports and
fees - all over a secure computer link.
For clients, this means reducing
considerably the time and costs
associated with forming companies
and with government compliance.
ACORN has proven to be a very
flexible and efficient system.
Responding to input from local
service providers, the Anguilla FSC
has made it possible to incorporate
companies with names written in
Chinese characters. Companies can
be incorporated for a client within a
matter of minutes during the Hong
Kong workday, with a certificate of
incorporation delivered immediately
by email. Banks in Hong Kong will
generally open a corporate bank
account for an Anguilla company
using electronic documents printed
out by the service provider, so there

is no need to wait for originals to be
sent from Anguilla.

Mutual Funds

The Anguilla FSC has recognized that
the future growth potential of its
financial centre depends more on its
ability to develop more sophisticated
structuring solutions than the typical
international business company
(IBC). As a result, in 2004, the
government passed a series of
legislation creating new and
interesting products. One of these
was The Mutual Funds Act, which
provides for the licensing of three
categories of mutual funds: public
funds, which are those offering shares
to the general public; private funds,
which are those with 99 or fewer
investors and restrictions on public
offerings; and professional funds,
which are those whose shares are
offered only to professional investors,
defined by the Act as a person whose
ordinary business involves managing
investments.

The Mutual Funds Act provides
detailed provisions regulating public
funds, dealing with such issues as the
requirements for publishing the fund
prospectus and the requirements for
annual audits and other filings with
the Commission. Private and
professional funds are subject to
substantially lower regulatory
standards.

In February 2005, the Anguilla
FSC unveiled a policy to allow fast
tracking of private and professional
funds under the Act. The policy
grants ‘qualified fund administrator
or intermediary’ status to fund
administrators, law firms and
financial institutions that meet
criteria detailed in the policy. The
status allows qualified administrators
or intermediaries to form private and
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professional funds within 24 hours,
and then submit full application
details later for review by the FSC.
The Commission reserves the right
to review the details of each fund to
ensure that the qualified fund
administrator or intermediary is
continuing to adhere to the
procedures required for maintenance
of this status. In March 2005, the
Anguilla FSC licensed the first
qualified fund administrator under
this policy.

Gaptive Insurance

Another element of the 2004 package
of legislation was the Anguilla
Insurance Act of 2004, which was
created to attract a broad range of
captive insurance business to
Anguilla. This Act makes it possible
for companies to realize all of the
normal advantages of forming a
captive insurance company -
minimizing costs, reducing risks and
providing access to the re-insurance
market — all in Anguilla’s user-
friendly, zero-tax environment.

The Act creates a series of
licensing regimes for Anguilla-based
insurers whose risks and premiums
are outside of the jurisdiction. These
are called Class ‘B’ licenses (Class ‘A’
licenses are for companies insuring
domestic risks), and the five sub-
categories set out different minimum
capital requirements, ranging from
US$10,000 to US$200,000, based on
the nature of the risks insured and
the level of ownership concentration.

This new regime has proved
particularly successful so far. In July
2005, for instance, the Anguilla FSC
reported that 10 of these captive
insurance companies had been set up
in the preceding two-month period.
Most of the new captives established
in Anguilla are being used to insure
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medical professionals. This has
become a bit of a niche market for
the jurisdiction because of the
simplicity and cost-effectiveness of
the Class ‘B’ Single License, which
has a minimum capital of US$10,000,
and is issued to a company with a
single owner whose insurance
business consists only of insuring the
risks of the owner of the company.
By July 2006 Anguilla had licensed
61 captive insurance companies.

Protected Gell Companies
The third and final element of the
2004 legislative package is the
Anguilla Protected Cell Companies
Act 2004. A Protected Cell Company
(PCQ) is a corporate entity that holds
assets in one or more segregated cells.
The purpose of a PCC is to separate
the assets in each of the company’s
cells from those in other cells.
Cellular assets are only available to
satisfy the creditors of that cell, and
creditors of other cells have no claim
upon them. The assets of each cell
must be kept separate and be
separately identifiable from non-
cellular assets of other cells.
Corporate structuring professionals
have found these companies
particularly flexible and useful for
entities that require complex
structured finance arrangements.
Under the new Anguilla Protected
Cell Act, any company incorporated
under the Anguilla Companies Act,
can be registered as a Protected Cell
Company upon filing of a PCC notice
and application, and receipt of an
approval from the FSC. Many
structures are possible under the
Anguilla Protected Cell Act, and PCCs
can be newly incorporated, or they
can be conversions from existing
Anguillian companies. The Act
requires each PCC to appoint a
protected cell account representative
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whose duties are similar to those of a
resident agent for an ordinary
Anguillian company.

Private Foundations

Further to the above three Acts which
came into force in 2004, the Private
Foundations Act is expected to be
passed before the end of 2006. The
aim of the Act is to meet the demand
for estate planning vehicles by
legislating for it under Anguilla law.
Private foundations first gained
international popularity when
Liechtenstein legislated in the late
1930s, basing its Act on Swiss
principles but providing greater
adaptability to the needs of
international clients.

The Private Foundations Act will
offer a civil law private foundation
concept as an alternative to the
existing common law trust,
broadening the appeal of Anguilla for
a whole new category of financial
services clients, for whom they are
much more familiar than Common
Law trusts.

This Act also adopts an innovative
aspect of the Liechtenstein Act by
providing foundations with the option
of being registered or deposited, a key
feature attributable to the success of
Liechtenstein’s private foundations.

Recent Legislative Developments
In May 2006, Anguilla passed the
International Business Companies
(Amendment) Act, 2006. Later this
year, regulations will be issued under
the amended Act to provide for the
immobilization of bearer shares. The
proposed regime is simple and
flexible and will grant the right to all
holders of company management and
general trust licensees who meet the
criteria set out in the regulations to
become custodians of bearer shares.
Companies which have issued bearer

shares will have to immobilize them
by the end of 2010. The regulations
will also specify the duties of the
custodian and the powers of the
Commission to ensure compliance
with the regulations. Anguilla’s
approach is such that most registered
agents will be able to act as
custodians, once they meet the
criteria for safekeeping the bearer
shares. This is in line with Anguilla’s
efforts to remain a reputable
jurisdiction by complying with
international standards in the
financial industry and ‘know your
client’ requirements.

CGonclusion

Anguilla has been on the cutting edge
of the offshore world ever since it
pioneered the ACORN system in the
late 1990s. Though other
jurisdictions have introduced online
registration systems since, ACORN
remains the industry benchmark,
and is continually being improved to
maintain Anguilla’s leadership
position.

With all the scrutiny and negative
attention the offshore world has
received from the FATF, the OECD,
the US government, the EU and other
groups since the terrorist attacks of
11 September 2001, it has become
increasingly difficult for jurisdictions
to develop their financial centres
through IBC business alone.
Responding to this challenge,
Anguilla has continued to update its
companies legislation, opening up
new business areas and developing
innovative and competitive vehicles
for structuring professionals.
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