HIGH-LEVEL CLASS IGB TO IIGB DESIGN AND BUDGET:
TWO-PHASED ESTABLISHMENT AND TRANSITION BLUEPRINT & FINANCIAL SCHEDULE WITH "JUST-IN-TIME" REGULATORY CAPITAL INJECTION

1. Executive Summary
This memorandum outlines the architecture and financial requirements to establish the GSCX Digital Captive in Bermuda. This entity serves as the central risk transfer vehicle for the GSCX ecosystem, covering the UAE/ADGM MTF, the Clearinghouse, and the Bermuda Digital Custodian.
Strategic Structure:
· Entity: Bermuda Class IGB (Sandbox) transitioning immediately to Class IIGB (Full Innovation).
· Partners:
· Advisory/Management: Marsh (Bermuda) – Captive Management, Fronting, and ILS Capital Markets.
· Legal Counsel: Appleby Global Services (Jerome Wilson) – DABA/Insurance Law and ILS Structuring.
· Capital Strategy ("Just-in-Time"): A total regulatory capital commitment of £780,000 will be secured upfront (via LOC/Parental Guarantee) but drawn in two specific tranches only upon regulatory demand (IGB Grant and IIGB Grant).
2. High-Level Design: The "Risk Router"
The Captive functions not as a passive warehouse, but as an active "Risk Router" connecting operational entities to global capital markets.
The Ecosystem Flow:
1. Inbound Risk (The Insureds):
· GSCX MTF (UAE/ADGM): Operational guarantees and liability wraps.
· GSCX Clearinghouse: Back-to-Back Surety & Cargo Liability (wrapping member risk).
· Bermuda Custodian: Private Key theft, destruction, or internal collusion (Specie).
2. Internal Processing (The Captive):
· The Digital Twin: Real-time API monitoring of Custody HSMs and Clearinghouse Margin.
· Retention: Holding the "Working Layer" of risk supported by the £780k capital.
3. Outbound Risk (Transfer):
· Fronting (Marsh): Ceding risk to rated carriers (e.g., Lloyds/Zurich) where "A-Rated paper" is required by regulators.
· ILS Transformer: Packaging catastrophic risks (e.g., massive cargo loss, political embargo) into Securitized Bonds sold to investors.
3. Detailed Design Modules
Module A: Clearinghouse "Wrap" (Surety & Cargo)
· The Problem: GSCX Clearinghouse accepts Surety Bonds and Cargo Insurance from members as collateral. If a member defaults and their insurer denies the claim, the Clearinghouse is exposed.
· The Solution: A Back-to-Back Wrap Policy.
· Trigger: Automated via API. IF (Member_Default == True) AND (Underlying_Insurer_Pay == False/Delayed > 30 Days) THEN (Captive_Pay).
· Tech: The Captive's node connects to the GSCX Clearing Engine to validate the existence and rating of member collateral in real-time.
Module B: Custody "Specie" Shield (Private Keys)
· The Problem: Digital Custodians face "Black Swan" risks: Internal collusion (employee theft) or Physical destruction of HSMs.
· Solution: A Digital Specie Policy (drafted by Appleby).
· Cold Storage: Covers physical damage/theft in the vault.
· Hot Wallet: Covers external hacks (sub-limited).
· Key Reconstruction: Covers the cost of regenerating keys if a quorum of shards is lost.
· Compliance: Meets BMA requirement for Custodians to hold adequate insurance.
Module C: MTF Operational Guarantee (ADGM)
· Problem: The ADGM RegLab requires the MTF to hold capital or guarantees against operational failure.
· Solution: An Operational Performance Bond.
· Structure: The Captive issues a guarantee to the ADGM regulator on behalf of the MTF.
· Systemic Coverage: Includes Political Risk (Embargo/Sanctions preventing trade) and Cybersecurity (Platform outage liability).
Module D: ILS Transformer (Capital Markets)
· Mechanism: To prevent a £50M cargo loss from bankrupting the Captive, risk is segmented into a Special Purpose Insurer (SPI) cell.
· Product: Marsh Capital Markets structures a "GSCX Cat Bond." Investors put up cash collateral; if no loss occurs, they earn a high yield. If a loss occurs, the cash pays GSCX.







4. Detailed Budget: Year 1 Breakdown
Phase 1: IGB Launch (Months 1-4)
Goal: Legal Incorporation, Sandbox License, MVP Tech, Initial "Wrap" Policy.
	Category
	Item
	Provider
	Cost (£)

	Legal
	Incorporation & Structure (Bermuda/ADGM Cross-border)
	Appleby (J. Wilson)
	£46,800

	Legal
	Digital Specie Policy Drafting (Private Keys)
	Appleby
	£23,400

	Advisory
	Feasibility Study & Business Plan (Dual-Track)
	Marsh
	£39,000

	Advisory
	Captive Setup & License Application
	Marsh
	£27,300

	Tech
	GSCX Clearing API Bridge (MVP)
	Dev Team
	£78,000

	Tech
	HSM/Custody Monitoring Node
	Dev Team
	£54,600

	Regulator
	BMA Filing Fees (IGB)
	BMA
	£3,900

	Ops
	Independent Directors (Pro-rated)
	Local
	£7,800

	TOTAL
	PHASE 1 OPEX
	
	£280,800


Phase 2: IIGB Transition & ILS Scale (Months 5-12)
Goal: Full License, ILS Structuring, Cyber Hardening, Political/Fraud Coverage.
	Category
	Item
	Provider
	Cost (£)

	Advisory
	ILS / Capital Markets Structuring
	Marsh CapMkts
	£93,600

	Advisory
	Actuarial Modeling (Surety/Credit/Cyber)
	Marsh
	£62,400

	Advisory
	Captive Management Fee (Annual)
	Marsh
	£39,000

	Advisory
	Fronting Structure Setup
	Marsh
	£23,400

	Legal
	Securities Law (ILS Issuance)
	Appleby
	£58,500

	Legal
	IIGB License Upgrade & Regulatory Handling
	Appleby
	£31,200

	Tech
	Cyber Risk Audit (BMA Mandatory for Keys)
	3rd Party
	£62,400

	Tech
	Financial Crime/Fraud AI Monitor
	Dev Team
	£58,500

	Tech
	Smart Contract Logic (ILS Triggers)
	Dev Team
	£46,800

	Ops
	Independent Directors & Audit Accrual
	Local
	£31,200

	Marketing
	ILS Investor Roadshow / Deck
	Agency
	£39,000

	TOTAL
	PHASE 2 OPEX
	
	£546,000


5. Consolidated Budget Table (By Allocation Category)
This table aggregates the detailed line items above into the requested reporting format.
	Budget Category
	Description
	Allocation (£)
	% of Total

	1. IT Development & Deployment
	API Bridges (Clearing/Custody), Smart Contracts, Cyber Hardening, Fraud AI.
	£300,300
	18.7%

	2. Legal & Licensing
	Appleby (Jerome Wilson) fees, Policy Drafting, BMA Fees, Cross-Border Opinions.
	£179,400
	11.2%

	3. Professional Fees (Marsh)
	Advisory, Setup, Management, Fronting, Actuarial, ILS Structuring.
	£257,400
	16.0%

	4. Regulatory Capital (Asset)
	Tranche 1 (IGB): £195k + Tranche 2 (IIGB): £585k. (Drawn Just-in-Time).
	£780,000
	48.5%

	5. Operations
	Independent Directors, Audit, Registered Office, Banking Admin.
	£50,700
	3.2%

	6. Marketing & GTM
	Investor Roadshow for ILS Securities, Brand/PR for "Secured Exchange."
	£39,000
	2.4%

	TOTAL PROJECT BUDGET
	(OpEx + Capital)
	£1,606,800
	100%


6. Capital Drawdown Schedule (Just-in-Time)
The Capital is committed upfront (via Letter of Credit/Guarantee) but cash is only moved on these dates:
· Month 4 (IGB Grant): Draw £195,000. (Satisfies Sandbox Solvency).
· Month 12 (IIGB Grant): Draw £585,000. (Satisfies Full Solvency).
7. Sources & Basis of Estimates
1. Appleby Bermuda (Jerome Wilson):
· Source: Appleby Global Services - Digital Asset Business Act Guidance.
· Estimate Basis: Legal fees for DABA/Insurance dual-licensing are premium. Standard incorporation is ~£10k; Digital/ILS structuring is significantly higher due to the novelty of "Private Key" insurance policies.
2. Marsh Management Services (Bermuda):
· Source: Marsh Captive Solutions - Benchmarking Report 2024.
· Estimate Basis: Management fees for "Complex/Digital" captives are ~£40k-£50k/year. ILS Structuring fees (Capital Markets) are project-based, estimated here at ~£90k for the initial "Cat Bond" setup.
3. Bermuda Monetary Authority (BMA):
· Source: Insurance (Prudential Standards) (Class IGB and IIGB Solvency Requirement) Rules.
· Estimate Basis: The Capital Tranches (£195k / £585k) are derived from the statutory minimums + a 20-30% working capital buffer required by the BMA for digital asset businesses.
4. ADGM (Abu Dhabi Global Market):
· Source: FSRA (Financial Services Regulatory Authority) Rules - MKT (Market Infrastructure).
· Estimate Basis: The "Operational Guarantee" requirement necessitates the cross-border legal work and the Back-to-Back Surety structure.


