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' As the regulatory
environment, technology
and the financial services

sector evolves and
' changes, so do
the challenges we

face year on year '
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Dr Jonathan Spencer 
Chairman 

This is my third report as Chairman of the GFSC, 
and covers the bridge between the 2014-17 strategic plan 
and the new plan for 2018-21. There has been a continuing 
rapid evolution in the work of the Commission and the 
way in which we deliver our regulatory objectives. I am 
very pleased to record the progress that has been made. 

2017 /2018 was a year of strong delivery for the 

Commission both in our authorisation and supervision 
areas. 35 licences were issued during the period and we 

further enhanced our approach to authorisations, refining 

and streamlining the way in which applications are 
processed and authorisation decisions are made. We have 

also sharpened our supervisory approach to focus more 
heavily on a handful of the most problematic cases that 

posed the greatest of risk to our statutory objectives -

and with good if hard-won outcomes. These 

developments are now embedded in a new three year 
strategic plan for 2018-21. 

Specifically, an area of focus of ongoing work for the GFSC 

is within the Insurance sector which saw £4.8 billion gross 
written premium being written from Gibraltar. Following 

the success of a market-wide review exercise of firms' 

Solvency II balance sheet and solvency capital requirement 

calculations in 2016/2017, the GFSC conducted a 
subsequent tailored review in 2017 /2018 which assigned 
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It has been an important 
and busy year for the LRP 
as we intensified our 
efforts to ensure its 
successful delivery with 
a projected completion 
date for publication 
of the draft Bill in 
December 2018 

firms different quality assurance requirements based on 

the risk and complexity of their Solvency II reporting. We 

expect the sector to see a reduction in the number of 

firms requiring a quality assurance review from 21 in 

2017 /2018 to 13 in 2018/2019 due to an improvement 

in their processes. 

I was particularly pleased with the progress made with 

the flagship policy project for both the GFSC and Her 

Majesty's Government of Gibraltar, the Legislative Reform 

Programme (LRP). It has been an important and busy year 

for the LRP as we intensified our efforts to ensure its 

successful delivery with a projected completion date for 

publication of the draft Bill in December 2018. 

We continue to focus substantial effort on preparing 

for the MONEYVAL evaluation of the jurisdiction 

which is expected to take place in Spring 2019. During 

the course of this year we have materially enhanced our 

supervisory approach to financial crime as well as 

ensuring that we are able to demonstrate the 

effectiveness of our approach to the evaluation team. 

As I indicated in my report last year, obtaining a 

positive result will require continued hard work and 

commitment. The importance of getting it right cannot 

be underestimated. 

January 2018 saw us hit an important milestone 
regarding innovation within the GFSC's regulatory 
remit with the launch of a purpose-built legislative 
framework for businesses that use Distributed Ledger 
Technology (DLT). The organisation, in coordination, 
with the Gibraltar Government and industry have 
developed a flexible and outcomes-focused approach 
to our regulation of DLT businesses. This will be 
further enhanced with the development of the high 
level proposals for the regulation of tokens and token 
offerings for a complementary regulatory framework. 
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Following the June 2016 referendum, assisting the Gibraltar 

Government in planning for the UK's exit and its effect 

on Gibraltar has been an underlying theme to our work. 

We have collaborated in the Gibraltar Government's 

various Brexit initiatives and have also strengthened our 
UK and EU ties at various levels. 

The road ahead for Gibraltar as an international finance 

centre has seen the Commission develop and deliver a 

strategic engagement plan. This has involved substantial 

proactive work with the various international standard 

setting bodies we belong to and cooperate with. Our 

approach was a key pillar of our strategic communications 

plan and will be cemented and developed over the 
coming year to enhance and further progress our 

collaboration and international relationships. It is essential 

that the Commission is seen domestically and 

internationally as an effective and credible regulator, and 

I believe that real strides have been made this year to 

cement our position in this regard. 

Gibraltar as a jurisdiction provides an extensive selection 

of products and services that meet the requirements of 

both local and international investors reinforcing Gibraltar 

as an international finance centre. Its main economic 

growth derives from the provision of financial services, e

gaming, tourism and maritime activities and this together 

with its high quality ancillary services such as accountancy, 
legal practices and information technology providers 

have made Gibraltar the first class international business 

centre that it is today. 

Finally, I would like to extend my sincere thanks to all the 
staff of the Commission as well as to my fellow Commission 

members for the efforts over the last 12 months and I 
look forward to the continuing work in all areas within 

our remit in 2018 and beyond. I am also grateful for the 

continued commitment of the Government of Gibraltar 

(not least financial) to the success of the Commission, 

and in particular the tireless support of the Minister of 

Commerce. 

Dr Jonathan Spencer 

Chairman 

GIBRALTAR FINANCIAL SERVICES COMMISSION/ ANNUAL REPORT 2018 

January 2018 saw us hit 
an important milestone 
regarding innovation 
within the GFSC's 
regulatory remit with the 
launch of a purpose-built 
legislative framework for 
businesses that use 
Distributed Ledger 
Technology (DLT) 
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The Next Chapter in the GFSC Journey 
Samantha Barrass 

Chief Executive Officer 

This year has seen a number of interesting and exciting developments 
in the work and remit of the organisation. Amongst these are the 
establishment of a regulatory framework for firms wishing to use 
Distributed Ledger Technology ('DLT') to hold and transfer value; the 
consolidation of our Financial Crime team; the completion of Phase 
I of our consumer education initiative; and further development of 
our approach to insurance regulation. 

This, of course, has not come without its challenges, 
including the backdrop of considerable uncertainty about 
the final "Brexit" outcome from UK and EU negotiations. 
This continues to create a very difficult planning 
environment for firms, particularly those who need to 
consider implementing sub-optimal business plans as a 
part of contingency planning in anticipation of worse 
case scenarios, including a 'no deal' outcome. 

The situation for firms mainly accessing the UK is, of course, 
very different. Work to implement the early post
referendum UK Government commitment to the ongoing 
passporting of Gibraltar firms into the UK has proceeded 
at pace. We are in good time for the March 29 2019 
deadline, whatever the outcome of the UK-EU 
negotiations. Relationships with the various UK authorities 
are excellent at both the leadership and working levels. 
We are very well placed to deliver a strong regulatory 
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Change has been 
constant, and it has 
therefore been extremely 
important for us as an 
organisation to both 
understand and embrace 
this, in order to be 
able to respond and 
adapt in the most 
efficient way possible 

partnership, focused on a shared view and understanding 
of the protection regulation needs to deliver. The 
complexity of our role as a financial services regulator is 
increasing. In looking to this coming year, I am particularly 
mindful of the challenges, not just from Brexit, but also 
the considerable task of being ready to competently 
regulate the business models in firms who are coming 
through the new DLT (and ICO) regulatory framework. 
The point that is particularly to the fore of our thinking is 
the underlying capital market characteristics of these 
business models which take GFSC regulation into new 
areas. This has profound implications for our resourcing 
model and the coming year will see a strong focus on 
building our capacity and capability in this area. 

This work will support already highly skilled staff who 
have performed extremely well over the past year across 
all of our many different work streams. This year in 
particular, a predominant element has been change. 
Change has been constant, and it has therefore been 
extremely important for us as an organisation to both 
understand and embrace this, in order to be able to 
respond and adapt in the most efficient way possible. As 

an organisation we have moved swiftly and effectively in 
dealing with change over the last three years - and we 
must continue to do so. This must obviously encompass 
an iterative assessment and review of the way in which 
we work in order to ensure that we continue to be able 
to respond and adapt to different environments and 
factors in a timely manner. 

Throughout last year we implemented the Agile approach 
to the delivery of projects. This approach is underpinned 
by a set of values and principles which enable an 
organisation to respond to change effectively, deliver 
quickly and predictably, and to improve on a continuous 
basis. Overall, the use of this approach in our project work 
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streams has led to a significant increase in the timely 
delivery of outputs. In keeping with our values to always 

look to improve our efficiency and effectiveness, this next 

year will see a roll out of this approach across all aspects 

of delivery in the organisation. 

At the heart of our 2018-2021 Strategic Plan is our objective 
to always be a high performing, fast moving and well 

regarded regulator. In order to achieve this, it is essential 

that, as an organisation, we continue to develop the ability 
to adapt and respond to change. We need to be up to 
date with the latest developments in the different sectors 
that we regulate, continue to work closely with the 

Government of Gibraltar, consumer interests and the 
industry, as well as build and strengthen our relations with 
other regulators and international and European bodies. 

Our new Strategic Plan sets out a number of strategic 
objectives that articulate the outcome we seek. These 
include: 

i) To position the organisation in a way that supports

both the Government of Gibraltar and the financial

services industry to successfully and safely navigate

the jurisdiction's exit from the EU and carefully
manage the implications this may have for financial
services providers and their customers, wherever

they are located.

ii) To develop and build on existing trusted partnerships
with UK authorities as well as other regulators,
authorities and international standard setting bodies
and make meaningful contributions to the work of
these bodies.

iii) To attract and retain the regulators of tomorrow
through the early identification and development of
technical and behavioural capability.

iv) To be considered a strong source of regulatory
expertise, both in the new and innovative sectors we
are regulating as well as in those existing sectors that
continue to be relevant in Gibraltar.

v) To be recognised as a leading regulator of innovation,

responsively and strongly supporting the safe use of

financial and regulatory technology.

vi) To be particularly aware of the role innovation can
play in adding value to the delivery of financial

services to consumers, both in terms of choice and
quality.
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At the heart of our 2018-
2021 Strategic Plan is our 
objective to always be 
a high performing, 
fast moving and well 
regarded regulator 

vii) To be at all times pragmatic, proportionate and
accessible, in the way we supervise and apply
regulatory requirements and in the way in which we

interact with stakeholders.

viii) To continue to build a reputation for swiftly

identifying and managing out bad business,
ensuring that we protect consumers wherever

they are located and the reputation of Gibraltar.

Over the past three years we have laid the groundwork 

to deliver these objectives. We are looking forward to 
further continuous improvement, securing comfortable 
delivery of good regulatory outcomes in a highly 
challenging environment. 

Finally, I would like to record my appreciation for the 
support and engagement received from our stakeholders. 
This is high quality, challenging and always helps us to 
improve. I would particularly like to thank the Hon. Albert 
Isola, Minister for Commerce. Much of our work, for 
example the new DLT regulatory framework and the 
Legislative Reform Programme, requires a strong working 
relationship with the Government and Minister Isola has 

worked tirelessly to ensure progress. 

We are very excited to embark upon the next three-year 
Strategic Plan in these ever-changing and remarkable 
times. 

Samantha Barrass 

Chief Executive Officer 
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How Did We Do? 

PRIORITY 

"Strengthen our position in the international community 

of regulators, ensuring that firms that we regulate are 

able to do business in other countries, and working 

with firms and the industry in a collaborative and 

collegiate manner in ensuring that consumers are 

protected and have access to products that meet their 

needs:' 

"The completion of the legislative reform programme 

(LRP) that will deliver a streamlined legislative and 

regulatory framework for financial and professional 

services in Gibraltar:' 

"The delivery of an enhanced supervisory approach to 

financial crime with specific focus on mitigating money 

laundering and terrorism financing risk in the context of 

the key role for the jurisdiction that both the GFSC, and 

the firms and sectors it regulates and supervises, play:' 

"Actively supporting the development of new markets 

and activities in Gibraltar, promoting innovation that is 

well considered and safe for consumers and the 

jurisdiction:' 

"Supporting the jurisdiction through a post-Brexit setting 

and continuing to develop a risk-based environment 

that delivers improved regulatory outcomes." 

"Continuing to develop our capacity and capability, 

within the scope of funding agreed in 2016, whist 

keeping under review our structure, resources and 

staffing levels in order to meet new challenges, and 

where necessary utilising focused use of short-term 

expertise to support specific supervisory or other work:' 

"Continuous improvement focusing on actioning any 

recommendations arising out of the 2016/17 Statutory 

Review and any lessons learnt from events locally and 

elsewhere:' 

"The delivery of increased public accountability and 

transparency to our stakeholders:' 
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OBJECTIVE COMMENTARY 

Achieved The GFSC initiated an intensive engagement 

programme with EIOPA (European Insurance and 

Occupational Pensions Authority) through the EIOPA 

Passporting Platform, as well as strengthened our 

relationships with UK and other regulators and increased 

our presence and interaction with international bodies 

(IOSCO; IAIS etc.). 

Partially achieved The GFSC carried out an extensive review of the LRP 

which resulted in a revised estimated completion date 

of December 2018 for the delivery of the draft Financial 

and Professional Services Bill. 

Achieved We implemented in 2017 a revised approach in the 

supervision against the risk of financial crime in line 

with international standards on anti-money laundering 

and combating the financing of terrorism. 

Achieved The GFSC worked closely with GoG on the launch of 

the first purpose-built legislative framework for 

businesses that use Distributed Ledger Technology and 

developed high level proposals for the regulation of 

tokens and token offerings. 

Achieved The GFSC joined a Joint Working Group alongside GoG 

and HMT, established deeper and more comprehensive 

relationships with UK regulators and increased our 

engagement at EU level, in particular with EIOPA. 

Achieved We are consistently reviewing and assessing our resource 

needs and improving our performance management 

system through recruitment, internal and external 

secondments and the transfer of internal expertise. 

Achieved The GFSC has actioned the vast majority of the 

recommendations from the Statutory Review. A handful 

are in progress and are due to be completed soon. 

Achieved We have developed a proactive media approach, a new 

strategic communications plan and developed an 

international relationship and stakeholder engagement 

programme including regulators and European 

Supervisory Bodies. 
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GFSC by Numbers 

Total staff 

79 

29 
Vacancies 

Opened 

£12,000+ 
raised for 

good causes 

53%female staff 

•::::: GIBRALTAR FINANCIAL 
•: SERVICES COMMISSION 

IN 

NUMBERS 454 Licences 

issued Licensees 
35 

m Incoming 
00 passporting

\.0 applications

processed 

96 Outgoing passporting applications processed 

4 7 External engagements 
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local schools 
participa ed in our 

MoneyWise Consumer 

Education Programme 
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A Busy Year 

A smart approach to insurance applications 

Continuous improvements to our pre-application approach 

Risk-based methodology 

35 
Average time taken to process applications 

Licences 

issued 

10 
i\lot1f1able po.s1t1on 

applications 
withdrawn 

Licence 
appilcat1ons 
w1thdra\'ltn 

• 1 in 3 applications 

take less than 2 weeks 

• 1 in 3 applications 
take 1-3 months 

Incoming passporting applications processed 

Mi FID Core Services 

MiFID Non-Core Services 

---------- 252 

151 

Insurance Intermediaries 

E-money - 52 

Payment Services Activities - 51 

Bank - 41 

Insurance General Business ■ 17 

Incoming AIFM ■ 14 

lncomingAIF I 9 

Recognised Fund 3 

Mortgage credit 1 

92 

At the heart of our strategic and statutory objectives to 

protect both consumers and our jurisdiction's reputation, 

is our Authorisations function which is our gateway for 

safe financial services business in Gibraltar. It plays a vital 

role in ensuring that the business that is being established 

in the jurisdiction is of value and safe. 

I 
Without in-principle With in-principle 

conditions conditions 

• 2 in 5 applications take 

less than 3 months 

• Only 1 in 5 applications 
take 6 months to 1 year 

Outgoing passporting applications processed 

E-Money 63 

Insurance General Business - 11 

Authorised AIFM - 10 

Insurance Intermediaries - 7 

MiFID core Services ■ 3 

MiFlD Non-Core Services I 2 

Our aim is to deliver a streamlined Authorisation process 

which is supported by a risk-based approach that facilitates 

consistent, fair and efficient decisions, with appropriate 

appeal mechanisms. Our assessment of risks at the 

application stage focuses on ensuring that any new entrant 

does not pose an unacceptable degree of risk to the 
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public or the reputation of Gibraltar, whilst avoiding the 

creation of excessive or unnecessary regulatory barriers 

or the stifling of competition or choice. We continue to 

identify improvements that enhance the quality, speed 

and experience of the process. 

Risk methodology 

We have developed and implemented a risk-based 

methodology for risk profiling individual applicants and 

notifiable positions which allows us to identify and assess 

the relevant risks posed to the GFSC by money laundering 

and terrorist financing (ML/TF) at the authorisation stage 

and establish a consistent risk profiling mechanism from 

the onset. This methodology forms part of our ongoing 

consideration of fitness and propriety for both new 

applicants and existing notifiable role holders or licensees 

that are put forward to hold new notifiable positions. The 

specific approach focuses solely on ML/TF risks posed by 

each entity in line with the Moneyval preparatory work 

carried out on a wide scale. 

Further to the implementation of this risk-based 

methodology, we identified that the amount of data that 

had to be collected and reviewed was substantial and 

challenging. In order to assist us in scoring and being 

able to better assess the risks posed by each applicant in 

line with our methodology, an electronic, user friendly 

and easy to navigate form was implemented. 

Authorisation Process 

Over the last 12 months we have strived to improve our 

authorisations process learning from our experiences and 

engagement. 

Pre-application process 

A pre-application process was rolled out during the first 

quarter of 2017. This approach has allowed us to deal 

with applications in a more flexible and effective manner 

and enabled us to become aware of significant risks 

before an application is submitted, reducing the amount 

of time spent discussing and addressing the risks whilst 

the application is being considered. This approach also 

supports speed to market for the industry and at the 

same time provides confidence that risks are being 

identified and mitigated in order to protect the public. 
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As part of this pre-application process, we review the 

business proposal and identify key risks of the business. 

These are then discussed and explored together with the 

potential applicant via pre-application meetings prior to 

an application being submitted. 

As part of the pre-application process, applicants are often 

provided with an indication of the type of information 

that is expected to be submitted as part of an application 

pack. This is extended guidance on the type of information 

that we expect to receive as part of the application and 

is tailored to the business model the applicant intends to 

implement. The quality of applications received has 

improved significantly as a result. 

Licensing Statutory Criteria Applicants' self-assessment 

It is important that applicants are fully aware of the 

relevant legislative requirements that need to be met 

from inception and assess for themselves what is required 

to adhere to the statutory criteria for licensing. This has 

led to the introduction of a requirement for applicants 

to submit a self-assessment of the way in which each of 

the statutory criteria for licensing is being met as part of 

the application. 

This self-assessment has proved very effective in improving 

understanding and has also supported a reduction in the 

time taken to review and assess applications. 
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A New Approach 

Launch of Approach to Insurance Regulation: from authorisation to supervision 

and enforcement 

More targeted and risk-based Solvency II Quality Assurance reviews 

• Increased industry engagement

• Implementation of Insurance Distribution Directive

• Continuous improvement and establishment of an enhanced oversight team

Insurance companies accounted for over 40 percent of 

licence fees in 2017 /18 and around £4.8 billion gross written 

premium was written from Gibraltar, therefore our approach 

to insurance regulation is of vital importance not just to 

the GFSC but to Gibraltar as a whole. 

Dear CEO Letter 

In March 2017, the GFSC issued a Dear CEO Letter which 

set out our expectations in respect of the key areas of focus 

for insurance company boards as well as our key regulatory 

priorities for the year. The letter covered areas including; 

changes to business plans, passporting, capital and risk 

management, reserving and resolution planning. 

We have since engaged more closely with the sector, 

building strong relationships of trust and thus allowing for 

concerns to be raised and timely action to be taken when 

deemed necessary. 

Approach to Insurance Regulation 

Building on the Dear CEO letter, in February 2018, our 

insurance supervision team published an updated 

'Approach to Insurance Regulation' setting out our 

expectations and the focus of our regulatory attention over 

the next 18-24 months so as to support, and ensure that 

we have a growing, vibrant, well governed and sufficiently 

capitalised sector. 

That document was produced specifically in respect of 

insurance regulation in recognition of the importance of 

the sector and in line with the GFSC's wider strategic plan. 

A key focus continues to be ensuring that our insurers have 
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the financial capability to meet their promises to 

policyholders when these are called upon, and that the 

products they are selling meet policyholder requirements. 

We have deployed an agile approach in our regulatory 

remit supported by the proximity of our CEO and senior 

management team to frontline regulatory staff and the 

industry. We adopted a risk based approach to insurance 

regulation with the ability to quickly adapt our approach 

to reflect emerging and market issues. The regulatory 

strategy set out in our Approach to Insurance Regulation 

document has been delivered through more detailed and 

risk based work plans in each of the following functions: 

• Authorisations

• Supervision of Prudential requirements

• Supervision of Conduct of Business

• Legal, Policy and Enforcement

Each of these areas of focus are supported by allocated 

and dedicated resources within the GFSC and a 

communications strategy to ensure that the industry and 

all relevant stakeholders are clear on the detail of our 

expectations. We intend on delivering clear, concise and 

consistent messages to the industry across all our areas 

of focus. We have established appropriate information 

sharing forums with Government and senior industry 

decision makers, as well as interested stakeholders in other 

jurisdictions and supervisory bodies in order to assist the 

delivery of this approach. 

Intensive Supervision 

Insurance supervision has been a significant focus area for 

us throughout the last three years. During this period, we 
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have established an Intensive Supervision Team (1ST) to 

closely supervise the firms that pose a higher risk to our 

objectives, as well as to assist in prioritising governance, 

management practices and sustainability of business 

models. The key focus of this team is to supervise those 

firms which pose greater regulatory concerns or which 

could face significant challenges in the near future. 

Our focus running up to the implementation of Solvency 

II (SIi) at the beginning of 2016, was on ensuring initial 

industry compliance with the Directive's requirements. The 

shift from Solvency I to Solvency II represented a significant 

challenge for the insurance sector given the highly technical 

and complex requirements introduced by SIi. 

In the two years since having embedded SIi in Gibraltar, 

we have focused our resources on those firms 

experiencing difficulties. This has continued to be a focus 

of our work over the last 12 months whilst also developing 

and implementing the regulatory approach to ensure 

ongoing compliance with SIi. The experience gained 

through this work has been very useful in focusing and 

formalising our approach to the 2018/2019 strategy for 

the regulation of insurance companies. 

Quality Assurance 

Building on the Quality Assurance (QA) review that was 

carried out in the first quarter of 2017, this year a more 

targeted, risk based approach was taken with the work 

divided in two different work streams: 

• Governance and controls

QA

The work on governance and controls requires attestation 

from the board of directors of each company describing 

their processes and controls over their Solvency II 

reporting and confirming these are in place and effective. 

Under the QA exercise, firms' Solvency II balance sheet 

including technical provisions and Solvency Capital 

Requirement (SCR) calculations are regularly reviewed, 

including validation and testing of the assumptions being 

applied. The QA exercises allow us to review reported SIi 

data across the EU and gives us a clearer understanding 

of where the insurance industry in Gibraltar stands. 

Additionally, the findings from the prior year 's QA exercise 

are also being followed up. 
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Insurance Distribution Directive 

The Insurance Distribution Directive (IDD) will come into 

effect in October 2018. Preparations at the GFSC and with 

our firms are well advanced since we had originally prepared 

for its introduction in February of this year only for it to be 

postponed by the European Commission. 

IDD recasts a 2002 EU Directive on insurance mediation 

(IMD) and covers the entire insurance distribution chain 

(i.e. insurance undertakings as well as intermediaries). It 

seeks to improve retail insurance regulation in order to 

facilitate market integration, establish the conditions 

necessary for fair competition between distributors of 

insurance products and strengthen policyholder/consumer 

protection. 

Introducing stricter conduct-of-business rules, IDD will 

complement the rules on the sale of investment products 

under the Markets in Financial Instruments Directive II 

(MiFID II) and on key information documents for 

packaged retail and insurance-based investment 

products (PRIIPS). In order to assist industry participants 

in the transition to full compliance with IDD requirements 

by the date of implementation, the GFSC held a number 

of seminars in January 2018 where the key features of 

IDD were presented and discussed with industry 

alongside the Approach to Insurance Regulation 

document, clearly setting out our expectations of 

insurance companies and intermediaries. 

We have continued to engage regularly with the relevant 

industry associations and licensees through working group 

sessions with the purpose of ensuring overall understanding 

and operational application of the requirements. We have 

also carried out substantial preparatory work to produce 

documents to aid industry. 

Expertise 

In order to ensure that the level of regulation being delivered 

by the GFSC is effective, efficient and in line with international 

standards, we have continued to increase the capacity and 

technical capabilities within the insurance team through 

targeted recruitment and secondments. We have also 

established ongoing training and development strategies 

to ensure the team's knowledge and skill base continues 

to be relevant and up to date. 
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A Global Leader 

Establishment of the world's first DLT regulatory framework 

Work with GoG on ICO and token legislation underway 

Creation of a dedicated DL T team 

Over 30 licence applications received 

One of the GFSC's top priorities is to continue to actively 

support the development of new markets and activities 

in Gibraltar, promoting innovation that is well considered 

and safe for consumers and the jurisdiction. 

In January 2018 Gibraltar launched the world's first 

purpose-built legislative framework for businesses that 

use Blockchain/Distributed Ledger Technology (DLT ) 

leading to over 30 licence applications up to the end of 

the financial year. 

Creating the world's first bespoke licence for financial 

technology (Fintech) firms using DLT was a major 

milestone in GoG's strategy to position the jurisdiction as 

a global centre of excellence in Fintech and innovation. 

Since 1 st January 2018, any firm carrying on by way of 

business, in or from Gibraltar, the use of DLT for storing 

or transmitting value belonging to others, needs to be 

authorised by the GFSC as a DLT Provider. 

The DLT framework positions Gibraltar as a jurisdiction 

that facilitates innovation whilst ensuring it continues to 

meet its regulatory and strategic objectives. It understands 

the need for robust and speedy interaction with regulators 

in this fast moving area of business. It promotes a 

progressive, well regulated and safe environment for firms 

using DLT to grow. The framework takes a flexible, adaptive, 

outcomes focused approach based on 9 key principles 

which are set out in the legislation. A DLT Provider must: 

• Conduct its business with honesty and integrity.

• Pay due regard to the interests and needs of each

and all its customers and must communicate

with its customers in a way which is fair,

clear and not misleading.
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• Maintain adequate financial and non-financial

resources.

• Manage and control its business effectively,

and conduct its business with due skill,

care and diligence; including having proper

regard to risks to its business and customers.

• Have effective arrangements in place for

the protection of client assets and money

when it is responsible for them.

• Have effective corporate governance

arrangements.

• Ensure that all systems and security access

protocols are maintained to appropriate

high standards.

• Have systems in place to prevent,

detect and disclose financial crime risks

such as money laundering and terrorist

financing.

• Be resilient and must develop contingency

plans for the orderly and solvent wind

down of its business.

We have established a dedicated DLT team and recruited 

one of the world's leading experts in this sector. 

A joint working group was also set up between GoG, 

GFSC and industry to ensure the smooth implementation 

of the new framework and to develop legislation that was 

fit for purpose. This was the first approach of its kind in 

Gibraltar. 
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ICO/Token regulation 

The Government of Gibraltar also tasked the GFSC with 

developing high level proposals for the regulation of 

tokens and token offerings (sometimes called initial coin 

offerings or ICOs). 

Tokens have proved popular as a means of participating 

in early-stage ventures and projects. Since the 

announcement of the DLT regulatory framework, Gibraltar 

has become an attractive jurisdiction from which to 

conduct token offerings. The desired outcome of this 

new regulation is to protect customers, protect Gibraltar's 

reputation, and to support the safe use of token-based 

crowd financing. 

Regulations to bring recipients of proceeds from the sale 

of tokens within the scope of the Proceeds of Crime Act 

2015 and designating the GFSC as the relevant supervisory 

author ity, were introduced in March 2018. 

The GFSC has been assisting the Government of Gibraltar 

in developing a complementary regulatory framework 

covering: 

the promotion, sale and distribution of tokens; 

• the operation of secondary market platforms
trading in tokens; and 

the provision of investment and ancillary services 

relating to tokens. 
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Creating the world's first 
bespoke licence for 
financial technology 
(Fintech) firms using DLT 
was a major milestone in 
GoG's strategy to position 
the jurisdiction as a global 
centre of excellence in 
Fintech and innovation 

Thought leadership 

In addition, a joint strategic communications group was 

set up with members of the Finance Centre to create 

awareness, educate, gain support and advocate for 

Gibraltar as a global leader in Fintech and financial services 

innovation. This has led to worldwide recognition of the 

GFSC and Gibraltar in the media and among other 

regulators at EU and international level as first movers in 

this area. 

Since the start of 2018, we have received expressions of 

interest in our DLT /Token regulation work from regulatory 

peers on a near daily basis. This has ranged from enquiries 

from jurisdictions like Singapore, Hong Kong and Bermuda 

(amongst others) to EU institutions such as the European 

Commission and European Parliament. We have also been 

asked to share best practice by a number of international 

organisations such as IOSCO , IAIS , GIFCS and GIICS and 

in some cases lead dedicated Fintech working groups 

aimed at creating global standards in this sector. 

Members of the GFSC have travelled with the Minister for 

Commerce and Gibraltar industry to a raft of events around 

the world to showcase the DLT framework, the work on 

ICO/token regulations to date and to attract high quality, 

sustainable Fintech business into the jurisdiction. 

1 The International Organisation of Securities Commission (IOSCO)
2The International Association of Insurance Supervisors (IAIS)
3 The Group of International Finance Centre Supervisors (GIFCS) 
4 The Group of International Insurance Centre Supervisors (GIICS)
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Our En ha need Focus 

TCSP Thematic Review concludes 

Preventing Financial Crime through engagement 
• Increased cooperation with UK and other international regulators

A revised approach to the supervision against the risk of 

financial crime was implemented in 2017 in line with our 

commitment to meet international standards on Anti

Money Laundering (AML) and Combating the Financing 

ofTerrorism (CFT). 

Thematic Review 

As an integral part of our supervisory and risk management 

approach in delivering objectives, and in line with the 

enhanced financial crime risk methodology, the Financial 

Crime team carried out a Thematic Review of the Trust 

and Corporate Service Providers (TCSP) sector. 

We consider targeted Thematic Reviews as a regulatory 

tool to supervise firms, assessing current or emerging 

risks across the financial sector. This feeds into the GFSC's 

primary objectives of protecting consumers and 

enhancing Gibraltar's reputation. Our decision to carry 

out a Thematic Review on the TCSP sector was based on 

risks identified within Gibraltar's National Risk Assessment, 

information published by international bodies such as 

the FATF and MON EYVAL on the risks of the sector, and 

data analysis carried out by the GFSC primarily arising 

from the 2016 Financial Crime Return. Our Financial Crime 
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The level and efficiency 
of the systems of controls 
implemented by firms 
to manage the inherent 
risks are considered as part 
of the individual 
firm risk assessment 

team assessed the TCSPs' systems of controls and their 

efficiency in identifying, managing and mitigating money 

laundering and terrorist financing risks. The team tailored 

its approach to each firm in line with the individual risks 

identified. In total 26 on-sites and 27 desk-based reviews 

were carried out. This review enhanced our understanding 

of the potential threats and vulnerabilities in respect of 

money laundering and terrorist financing risks that are 

posed within this sector. This will benefit our supervisory 

approach of the sector going forward. The GFSC has 

engaged with industry in order to deliver the outcomes 

of the Thematic Review. 

This included the publication on our website of a detailed 

final report and a series of seminars to highlight general 

findings and provide examples of best and poor practices 

identified during the process. The seminars aimed to 

provide firms with the opportunity to further discuss the 

findings prior to the publication of the thematic report 

and issuance of individual feedback. Although focused 

on TCSPs, the review holds relevance to other sectors 

within the financial services industry. The examples of 

best and poor practices are relevant to financial services 

firms falling within the scope of the Proceeds of Crime 

Act 2015. 

External engagement 

Our Financial Crime team continues its extensive 

engagement with external stakeholders and increased 

international and cross-border cooperation. In particular, 

in Gibraltar we continue to lead the inter-agency 

cooperation meetings held every two months, which is 

attended by all Gibraltar's law enforcement agencies and 

other supervisory bodies. The intent of these meetings is 

to share knowledge and experiences, and financial crime 

intelligence information. In addition, the Financial Crime 

team has a close and ongoing relationships with 
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international regulators and law enforcement agencies, 

with whom we regularly meet to discuss potential issues 

and concerns. 

Data Analysis 

The Annual Financial Crime Return has proved invaluable 

to allow the GFSC to have a comprehensive 

understanding of the ML/TF risks posed by the financial 

services industry and has driven the focus of our resources. 

We carried out a comprehensive exercise in Q4/2017 to 

revise and update the Return, tailoring it to the specific 

risks of each sector. 

This included liaising with all industry associations and/or 

representatives for feedback on the content, format, etc. 

In Q2/2018 firms submitted completed Returns for 2017 

data. The data includes information on; 

• the residency and activity of financial

services clients;

• the number of high risk individuals;

• inflows and outflows of money;

analysis of the movement of moneys to or

from conflict zones; etc.

The Financial Crime Return is a quantitative exercise that 

enables us to understand the inherent risks posed by the 

financial services industry. The level and efficiency of the 

, •••••• 
1111111 G 
1111111 

S1111111 

GIBRALTAR FINANCIAL SERVICES COMMISSION/ ANNUAL REPORT 2018 

systems of controls implemented by firms to manage the 

inherent risks are considered as part of the individual firm 

risk assessment. 

MONEYVAL 

MONEYVAL is the permanent monitoring body of the 

Council of Europe entrusted with the task of assessing 

compliance with the principal international standards to 

counter money laundering and the financing of 

terrorism and the effectiveness of their 

implementation, as well as with the task of making 

recommendations to national authorities in respect of 

necessary improvements to their systems. 

The Gibraltar evaluation will include an onsite visit by 

the MONEYVAL evaluation team in early April 2019 and 

the GFSC will, together with other agencies in 

Gibraltar, be subject to that evaluation. 

We are currently preparing all the required information 

to be submitted to the MONEYVAL evaluation team, 

which includes: 

• a self-assessment on how we comply with the

technical requirements;

a self-assessment of the effectiveness of the

relevant industry's and the GFSC's systems of

controls to prevent money laundering and

terrorist financing; and

extensive statistics on the industry.
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A Targeted Approach 
,,...--

Better outcomes achieved when parties engage constructively 

Multi-disciplinary approach to contraventions 

Skilled Persons and Inspectors 

Focus on protecting consumers 

We continue to see the level of non-compliance falling 

into three principal bands. Most of the financial services 

sector demonstrate strong compliance with the regulatory 

regimes. We have a number of entities that want to comply 

and need assistance or encouragement. We have another 

band that includes those who fail to demonstrate the 

required approach to compliance and experience stronger 

intervention from us. 

With the band that demonstrates less compliant 

behaviour, we approach enforcement as very much the 

last resort. We assess cases against our risk appetite 

focusing our efforts on those undertakings that represent 

the greatest risk to our regulatory objectives. In those 

cases, we focus on individual accountability based on our 

view that at the core of any issues where there is serious 

non-compliance, will be the quality of the governance of 

the undertaking. 

Governance is most often the cause and the cure in many 

situations. When we experience major contraventions, 

our general approach is to look at whether the firm can 

effectively remediate, whether we need to replace the 

governance body, and whether we need to remove the 

authorisation from the firm. We can, and do, consider 

whether we need a combination of the approaches to 

ensure we can best meet our objectives. At the heart of 

our approach is the protection of the consumers wherever 

those consumers are based. This impacts on our other 

major focus of protection of the reputation of Gibraltar. 

Engagement with Parties 

We continue to work with entities to resolve issues and 

we use a considered escalation process. At times, timely 

communication with firms quickly resolves any issues 

dispensing with the need for further intervention. 
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This is always the case where we have strong engagement 

and a ready acceptance of the issues. At times, this 

approach is not suitable due to the seriousness of the 

issue or where there has not been an appropriate level 

of engagement by the firm. We have cases where the firm 

has failed to demonstrate its regulatory compliance over 

a long period of time over varying types of non

compliance. 

Taken separately, the contraventions would not be serious, 

but taken together we see a history of continued non

compliance. We can reach the point where we need to 

act as the firm demonstrates it is not able to be regulated. 

We have cases where we have only had effective 

engagement once we have indicated that enforcement 

action is imminent, such as withdrawal of licence. We 

have seen dramatic turnarounds at this stage of our 

intervention. In these cases, we have had significant 

engagement and acceptance and have worked with the 

firm to achieve very good outcomes for the firm, 

consumers and for Gibraltar. 

Multi-Disciplinary Approach 

A particular feature of our enforcement programme this 

year has been the development of our multi-disciplinary 

response in using various tools within the GFSC's remit. 

We have worked in response teams as part of our intensive 

supervisory approach bringing together the necessary 

expertise to ensure we have the right skills and expertise 

on offer, including the use of our external advisors. 

We have found that this approach enables us to better 

tackle matters and to respond quickly to address serious 

issues. 
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Use of Skilled Persons and Inspectors 

We consider whether to use Skilled Persons or Inspectors 

depending on the nature of the issues and the stage our 

concerns have reached. 

Skilled Persons are most appropriate where we are 

considering issues that require particular expertise. An 

example of where expertise is needed is where we need 

to have an independent view on the approach to 

reserving by an insurance company, or in the pensions 

area where we may need a review on the nature of the 

advice provided to consumers. 

Inspectors are more appropriate where we need a factual 

investigation into the entity and its affairs. We need the 

inspector to be able to report directly to us and act under 

our instructions. 

We are focused on ensuring that we can address our 

concerns and that the risk to our regulatory objectives is 

addressed. We prefer to work with the entity. In relatively 

few cases we regrettably do not see the appropriate level 
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Governance is most 
often the cause and 
the cure in many 
situations 

of cooperation but in those few cases we will take the 

necessary steps utilising the range of powers and options 

available to us to achieve a good regulatory outcome. 

We use our interventions as effectively as we can. We 

focus on achieving the best outcome and are single

minded in achieving the most appropriate and 

proportionate outcome in each case. This year we have 

succeeded in resolving a number of major cases, avoiding 

significant harm to consumers or to Gibraltar's reputation. 

From our various interventions we know from the feedback 

we have received that we have demonstrated that we are 

able to deliver a credible deterrent and have positively 

improved overall  compliance in the industry .  
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Completion in Sight 
Key milestones achieved on flagship GoG and GFSC project 

Successful transposition of major EU Directives 

Industry support through increased engagement 

Preparations for Brexit legislative impact 

The Legislative Reform Programme (LRP) remains a flagship 

project for the Government of Gibraltar and for the GFSC. 

The aim of the LRP is to provide a consistent and coherent 

regulatory framework that is easier to administer both for 

us as the regulator and for industry. It is even more 

necessary as Gibraltar navigates the future with an exit 

from the EU. 

We need to ensure we have the necessary regime for 

the future international position we are facing. The LRP 

is significant to the continued development of Gibraltar 

as a modern, international and robust financial services 

jurisdiction.v2017 /18 was an important year as we 

intensified our efforts to ensure the successful delivery 

of this joint programme with GoG. 

After a long gestation period, we are now seeing the 

end date for this ambitious programme with significant 

support from GoG and from industry. We have a revised 

estimated completion date of December 2018 for the 

delivery of the draft of the new consolidated Financial 

and Professional Services Act (the Bill). As a result, we 

have focused existing resources on the delivery of the 

Bill and added additional support for the drafting and 

review of the LRP Regulations. 

22 

Programme Refresh 

During summer 2017, we carried out an extensive review 

and refresh of the LRP. We completed a detailed planning 

and prioritisation exercise through which we considered 

the different options for the delivery of the Bill and the 

supporting Regulations (the LRP Regulations). 

EU Directives and Regulations 

As well as working on the new legislative framework, this 

year we completed the transposition of major EU Directives 

into Gibraltar law, namely MiFID II (Markets and Financial 

Instruments Directive 11), PSD II (Payment Services 

Directive 11) and IDD (Insurance Distribution Directive). 

We also implemented EU Regulations such as the 

Packaged Retail and Insurance-based Investment 

Products Regulation (PRIIPs) and the Benchmark 

Regulation. These have been significant pieces of work, 

which included considerable engagement with the 

industry. 

Consultation 

A major element of the LRP includes consultation with 

the Finance Centre Council on key aspects of change 

that the new legislation will introduce (in addition to 

the extensive industry consultation on the transposition 

of EU Directives). 

In August 2017, we embarked on the consultation for 

the proposed new Appellate Body. Significant feedback 

was received and this area is currently under review. We 

completed the consultation on the duties of auditors 

and actuaries and have recently commenced the 

consultation on the new proposed regulated individuals' 

regime (approval of senior persons). 
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Completion of the Bill and Regulations 

Following the significant change in process and 

management of the way we work, we have made 

considerable progress with the key elements of the Bill. 

This includes the main architectural Parts which deal with 

regulated and prohibited activities (as well as the 

accompanying regulated activities regulations), 

authorisation and exemptions, permissions and threshold 

conditions. We have had extensive discussions with GoG 

on a number of policy areas of the Bill. We are now well 

on track to deliver the draft Bill by the end of 2018. 
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Other legislation 

As well as the LRP delivery and the EU transposition work, 

we have spent a considerable amount of time working 

with GoG, the industry and other stakeholders on other 

legislative changes such as the funds reform (recasting 

the experienced investor fund and private fund regimes) 

and the establishment of an authorisation regime for 

small, external alternative investment fund managers. 

A particular focus has been the development and 

completion of the DLT Regulations and we have been 

involved in the work around token regulation . 

- = = -
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-
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UK Access Secured, EU Work Continues 

Outcome-based approach to HMT-GoG Review agreed with UK 

Supporting GoG in securing continued access to UK for Gibraltar firms 

Joined EIOPA Brexit Platform 

Retain confidence of industry in Gibraltar financial regulation 

Planning for Brexit has continued to be a priority for our 

organisation and has informed a lot of the thinking of the 

Board and Senior Management Team. The absence of a 

clear transition agreement and post-Brexit deal between 

the UK and EU has created a level of regulatory uncertainty 

for firms, in particular those firms licensed by the GFSC 

that passport into the EU. 

Agreed priorities with GoG 

A top Brexit priority for the Government of Gibraltar is 

continued access to the UK market for Gibraltar-based 

firms. It is important to note that 90 percent of Gibraltar 

financial services firms are UK facing. Therefore, supporting 

GoG's work by strengthening our relationships and 

increasing confidence with UK regulators and HM Treasury 

was a key deliverable for the GFSC. 

Ensuring contract continuity for customers during any 

EU transition and post-Brexit, protecting consumers and 

retaining industry confidence in Gibraltar also remained 

a key focus for us. Although Gibraltar is expected to leave 

the EU with the UK, the lack of a clear transition and post

Brexit deal meant that we needed to build on the work 
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already accomplished to date to maintain and develop 

our positive working relationships with EU Supervisory 

Authorities and enhance our bilateral relationships with 

EU27 regulators. With this in mind, we increased our joint 

working with GoG and HMT over the last 12 months, 

created deeper and more comprehensive relationships 

with UK regulators (Prudential Regulation Authority and 

Financial Conduct Authority) and increased our 

engagement at EU level, in particular with EIOPA. 

EU plans 

In terms of contingency planning, we have been working 

intensively with firms to ensure continuity of service. 

Specifically, in relation to insurance policyholders, their 

contract renewal, claims and terms and conditions during 

any transition arrangement to reduce the level of risk in 

the event of a so-called hard Brexit. This contingency 

planning has formed a major part of the work carried out 

by the GFSC as part of the EIOPA Brexit Platform which 

the GFSC was asked to join following successful 

engagement at the EIOPA Annual Conference in 

November 2017. 

Legislation 

We continue to provide assistance to GoG to ensure the 

financial services legislation is ready for when Gibraltar 

leaves the EU. The GFSC has supported GoG's Brexit 

Working Group with the work around continued access 

to the UK and has started having initial discussions on the 

approach to take with the directly applicable EU 

regulations. We have considered how we deal with EU 

provisions and other references in the Legislative Reform 

Programme in anticipation of the changes we may need 

to make in due course once we have certainty of the 

outcome of Brexit. 
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Key Business Enablers 

Established a new strategic and outcomes based approach to Communications 

and International engagement 

Created joint strategic communications groups with GoG and industry 

Delivery of proactive local and international media strategy 
• Increased collaboration and deeper understanding with UK regulators
• Enhanced international multilateral relationships

External engagements by type 

Seminars & worksno� 

hosted 

15 

ro 644 
·-

u 
-0 new 

Press releases 

14 

(j 
0 

QJ 
Facebook 

£J 
995 

Public s
t

atements 

released 

9 

Consumer warnings 

3 

1,400 
new 

Twitter 

■ . 

E 
fans comments, reactions & shares 

followers 

Media Engagement and the public of our work. Our media campaign focused 

around a set of key themes such as DLT, innovation, better 

supervision, smart enforcement, greater consumer 

protection and thought leadership on financial services 

regulation in the context of Brexit. An additional aim of 

creating deeper and more sustainable relationships with 

A multi-channel, proactive media approach was a key 

pillar of our strategic communications plan aimed at 

raising our profile and creating greater awareness of the 

GFSC and Gibraltar through informing key stakeholders 
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the media and in some cases individual journalists, was 

to create a positive environment to counteract any 

potential negative reputational impact during times of 

crisis or issues management. 

Local Media 

We have strengthened our engagement with local media 

outlets. This has led to regular news stories, features, 

media roundtables and profile interviews over the last 

12 months across both print and broadcast platforms. 

International Media 

2017 /18 saw us take the GFSC story to new global 

audiences through developing relationships with 

international media in the UK, Europe, Asia and U.S. 

through various news outlets and international trade 

publications. In the DLT/Blockchain space we have 

positioned our DLT team as internationally recognised 

innovators in this high profile sector. 

Social Media 

Over the past 12 months we have ramped up our 

proactive engagement across our various Social Media 

channels such as Facebook, Twitter, across our website 

and through our internet feeds. 

European & International Organisations 

In the context of greater cross-border collaboration and 

taking into account the changes brought about by the 

Brexit vote, we have increased our focus on a proactive 

multilateral approach to our stakeholder engagement. 

This has included continuing to build on our positive 

relationships with EU supervisory authorities, enhancing 

our relationships with UK regulators and further 

developing our bilateral relationships with the rest of the 

EU27. In addition, we have increased our focus on the 

various international organisations such as IAIS, IOSCO, 

IFIAR, GIFCS and GIICS. 

EIOPA 

We have continued to build on our relationship with 

EIOPA through regular engagement. The main streams 

of interaction throughout this year have been through 
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platforms chaired by EIOPA in respect of supervisory 

cooperation and Brexit contingency planning. The 

purpose of the supervisory cooperation platforms is to 

facilitate discussions and collaboration between the 

different competent authorities dealing with problematic 

firms of interest that have a presence in different 

jurisdictions. 

The GFSC has played a very active role in these supervisory 

platforms which have also allowed us to build on our 

bilateral relationships with different European and 

international regulators, including jurisdictions such as 

Denmark, Ireland, Italy and France. 

We have also continued with our ongoing engagement 

with ESMA (European Securities and Markets Authority) 

and the EBA (European banking Authority). 

IAIS 

We have further deepened our relationship with IAIS, 

culminating in February 2018 when our Director of Legal, 

Policy and Enforcement presented at the IAIS Committee 

Meetings in Basel in respect of the EIOPA Pass porting 

Platforms that we have been actively involved in. 

These platforms have facilitated and fostered greater 

supervisory collaboration between jurisdictions. The IAIS 

as an international standard setter could potentially 

facilitate similar platforms for supervisory cooperation 

on a wider international scale. 

GIICS 

We have engaged significantly over the last 12 months 

with the Group of International Insurance Centre 

Supervisors - a collection of regulators representing 

domiciles engaged in international insurance business 

and made up by small jurisdictions that are similar to 

Gibraltar in size and regulated business. 

GIICS membership has allowed us to share information to 

fulfil our regulatory purposes with other jurisdictions as 

well as making the process of reaching out to our fellow 

regulators a lot more efficient. Building personal 

relationships of trust and knowing the individuals that we 

need to speak to in the course of our regulatory functions 

has been extremely helpful in carrying out our obligations. 
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Through GIICS we have access to two IAIS Executive 

Committee members and the IAIS also attends GIICS 

meetings, allowing us input to the IAIS via this 

membership. 

We are currently looking to host a secondee from another 

GIICS jurisdiction as part of a GIICS programme to enable 

learning and increase expertise from the supervisory 

processes of other jurisdictions in terms of authorisations, 

supervision, conduct of business and enforcement. 

GIFCS 

The GFSC has continued to engage heavily with GIFCS, 

in particular, participating in the Trust and Company 

Services Providers (TCSP) working group on the TCSP 

Standard. 

We have also been involved in discussions around the 

TCSP Standard evaluation process, including future 

evaluations and have contributed to the FATF Risks Trends 

and Methods Group's work on vulnerabilities surrounding 
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beneficial ownership. To supplement our contributions, 

we have also submitted a number of case studies to the 

working group. 

IOSCO 

The GFSC has a strong working relationship with IOSCO 

and we continue to engage with the Secretariat and its 

members on a regular basis. 

The IOSCO MMoU is the first global information-sharing 

arrangement among securities regulators and its aim is 

to enhance enforcement capabilities and secure 

compliance with securities laws of the members' 

jurisdictions. The period under review has seen multiple 

regulator requests received and sent under this gateway. 

We attended three European Regional Committee 

meetings as well as the annual conference and we also 

continued to be actively involved in IOSCO's Committee 

8 in respect of Global Investor Education and participated 

in IOSCO's World Investor Week. 

GIBRALTAR FINANCIAL SERVICES COMMISSION/ ANNUAL REPORT 2018 



Regular engagement 
and visits in both 
directions with the FCA 
and PRA have been a 
significant element in 
building on our bilateral 
relationship with 
both authorities 

IFIAR 

We have continued to develop and strengthen our 

relationship with IFIAR as well as its members. It has 

become a significant focus area for the GFSC to ensure 

that audit quality standards are met throughout the 

industry in Gibraltar. 

To this end, we are currently liaising with the Financial 

Reporting Council in the UK in order to discuss the work 

carried out by them in particular in respect of insurance 

company audit standards. We expect this to feed into the 

work that we do in this area and are also looking to discuss 

the most efficient way to share information on audit 

inspections and enforcement cases. 

UK Regulators 

We have maintained and developed deep and meaningful 

relationships with the UK authorities. Regular engagement 

and visits in both directions with the FCA and PRA have 

been a significant element in building on our bilateral 

relationship with both authorities. Our engagement with 

the PRA and FCA over the past year has focused primarily 

on Brexit planning, contract continuity, building our 

working relationship, future visits and potential 

secondments between our organisations. 

Memoranda of Understanding 

The GFSC is a signatory to a number of multilateral 

memorandums of understanding (MMoU) and bilateral 

memorandums of understanding (MoU) which can all 
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be found on our website. These agreements allow for 

greater supervisory collaboration and more effective 

exchange of information between regulators. 

During the past year, we signed MoU's in relation to the 

supervision of Alternative Investment Fund Managers 

(AIFMs) with the Securities and Exchange Board of India 

and four Canadian Authorities: the Ontario Securities 

Commission, the Autorite des Marche Financiers (Quebec), 

the Alberta Securities Commission and the British 

Columbia Securities Commission. 

General MoU's to allow for the lawful exchange of 

information and to assist on the preparation and 

execution of our statutory duties were also signed during 

this period with the Solicitors Regulatory Authority in 

the UK, the UK Financial Services Compensation Scheme 

and the Gambling Division for HM Government of 

Gibraltar (amongst others). 

Additionally, we signed an MoU with the Danish Financial 

Supervisory Authority and an MoU on Fintech Co

operation with the Hong Kong Insurance Authority. 

MoUs continue to be an important medium for the 
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exchange of information with different jurisdictions and 

also assist in fostering relationships with our peers. 

Corporate Social Responsibility 

Throughout the year the GFSC's staff have continued to 

raise awareness and funds for charitable organisations. 

The GFSC has helped to raise both with internal events 

and contributions/donations from firms in the last year, 

which have amounted to over £12,000. Beneficiaries 

from these funds included: GBC Open Day, Save the 

Children, Rock Your Socks Day in aid of World Downs 

Syndrome Awareness, Childline, Stand out for 

Autism, and Yellow Day for mental health. 

A significant event for us is the "Free the Knee" initiative 

which was launched by the GFSC in Summer 2016 with 

the purpose of raising awareness for prostate cancer 

and raising funds for Prostate Cancer Support Gibraltar. 

The idea behind the campaign was to encourage 

companies to allow employees to wear shorts during 

the hot summer months. We have run awareness 

campaigns on our Social Media platform to encourage 

firms to share their 'knees" as well as to host 

breakfasts/lunches to again raise money. This has been 

a massive success the past two years and we hope to 

raise a substantial amount in support of this important 

charity this year. 

----#FREETHEH EE----
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£8,000 
was raised for

Prostate Cancer Support Group Gibraltar 

by the GFSC's flagship annual charity event
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Moneywise 

Moneywise campaign launched on World Investor Week 2017 

Consumer education brought to schools across Gibraltar 

Two of our regulatory objectives focus specifically on the 

promotion of public awareness and the protection of 

consumers. With the establishment of our'Moneywise' 

consumer education programme we have sought to raise 

awareness and improve understanding offinancial matters 

and develop financial literacy. All GFSC staff are involved 

in some way in this initiative, often contributing their 

own personal time. 

'Moneywise' kicked off in early October 2017 during 

IOSCO's World Investor Week. Our campaign focused on 

making information easily accessible to the general public 

and involved the use of 'pop-in' stands as well as the 

publication of daily newspaper articles and radio and TV 

interviews. 

This was part of a strategic media partnership developed 

for the campaign. During late 2017 and throughout 2018, 

we delivered phase 1 of the Moneywise programme at 

all local primary and secondary schools; 15 in total. 

Children from the age of 7 up to teenagers aged 18 took 

part in interactive sessions in their school settings. This 

work was carried out with the support of the Government 

of Gibraltar's Department of Education. 
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The school sessions catered specifically for each age 

group and covered a whole range of concepts from 

savings and spending to budgeting, investing and 

donating. Age-specific workbooks were provided to ages 

7 to 12 and information leaflets to ages 13 to 18. There 

was also film media coverage of these sessions which 

can be accessed on line via www.gbc.gi. 

Alongside the delivery of the sessions we have also been 

working on material for the Moneywise website which 

we anticipate will be launched shortly. Both the material 

covered in schools and the planned content of the 

website heavily feature the Banks family - a range of 

cartoon characters created for the programme that typify 

the average family. We plan to continue using the Banks 

family in our consumer-focused work going forward. 

Preparatory work for the delivery of phase 2 of the 

programme has already commenced. This phase of the 

programme will cover the general public and will focus 

particularly on pensioners and more vulnerable members 

of society. 
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Our People Remain Our Focus 
New and innovative Staff Handbook published 

Major period of recruitment 

Training and continuous development delivered 

Wellbeing a priority 
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Temporary staff engaged 

for all or part of the year 

GFSC staff remain our strongest asset and sit at the heart 

of everything we do. We continued to substantially invest 

in our people over the 12 months covered by this report. 

friendly style and an approachable tone, demonstrating 

that the GFSC is a modern and forward thinking employer. 

Very positive and constructive feedback was given by staff 

on the new tone, style and content of the new staff 

handbook. Recruitment of the brightest and best mix of 

talent remains our objective. We continued to recruit 

across the organisation to support an expanding 

The HR team completely revamped the staff handbook 

and published this at the end of January. The new 

handbook has innovative new policies, a simplified, user-
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regulatory remit and to replace staff leaving the GFSC for 

opportunities elsewhere, including with other national 

and international regulators. 

Our HR team also began work on further improving and 

enhancing our performance management system and 

major headway was also made on the establishment of 

a new learning and development approach. 

This is due to be launched during summer and will focus 

on building and enhancing both technical skills and 

behavioural competencies. The well being of our staff was 

a key priority for us over the last year resulting in the HR 
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GFSC staff remain our 
strongest asset and 
sit at the heart of 
everything we do 

team becoming qualified as mental health first aiders. 

Our HR team are now equipped with the right skills to 

identify issues and help staff get the right help when 

they need it. 
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GDPR preparations, Combating Cyber Risks 

Roll-out of GDPR preparedness, awareness and education 

Enhanced security 

• Introduction of new portal submission system for data submissions

GDPR preparedness 

As part of preparations for the European Union's new 

General Data Protection Regulation (GDPR), a large amount 

of resource was invested in the second half of the financial 

year to transform the GFSC's Data Privacy systems and 

policies. We worked to deliver relevant changes in processes 

and technologies including several awareness and 

information sessions to prepare staff in advance. 

Cyber 

Cyber security and protection is a significant focus for the 

organisation. We have continued to invest in the 

enhancement and resilience of our systems with relevant 

countermeasures being put in place .. 
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Automation and innovation 

Automation and innovation continue to be critical enablers 

to the delivery of our objectives. A key deliverable this 

year was a new portal submission system which is currently 

being utilised by MIFID II firms, and which has automated 

the whole approach for transaction reporting. 

Aspects of the portal submission system are being used 

in other areas of our supervisory activity and we will 

continue to build on this and roll it out across all our 

interactions with regulated firms. Separately, a number 

of new integrated and targeted case management and 

tasking systems have also been initially deployed to 

support supervisory and enforcement teams to manage 

workloads. 
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The Resolution Authority 
The functions of the Resolution Authority are carried out 

by the Financial Services Resolution and Compensation 

Committee (the Committee). This independent'statutory 

committee' of the GFSC saw significant steps taken in 

contingency planning for bank resolution and pre-paration 

for crisis scenarios during its first fully operational year. The 

Committee continued to build its financial resources in 

line with the Bank Recovery and Resolution Directive (BRRD) 

as well as a strengthened and coordinated framework. 

Resolution planning is a multi-year process with the first set 

of'transitional' Resolution Plans being completed during the 

year for domestically systemic firms. These plans will continue 

to be improved and updated to account for changes within 

banks, newly adopted European Banking Authority (EBA) 

data templates, and where impediments have been 

identified. From a cross border perspective, the Resolution 

and Compensation Unit (the RCU), acting as the operational 

function of the FSRCC, together with National Resolution 

Authorities, completed its first cycle of resolution planning 

through the medium of Resolution Colleges. Further formal 

arrangements for Resolution Colleges will continue to be 

developed over the coming years. 

Resolution planning also means setting Minimum 

Requirements for Own Funds and Eligible Liabilities (MREL) 

as this is a key tool to achieve resolvability. In 2017, the 

RCU adopted a preliminary approach and communicated 

indicative MREL levels for locally systemic banks through 

the forum of Industry Dialogue Workshops (IDW's), thus 

allowing banks to prepare for future binding targets and 

to adapt their funding structures if necessary. The calculation 

of MREL and other resolution related tasks heavily depends 

on the availability of accurate data from BRRD related firms. 

In 2017, the RCU identified essential data needs and 

introduced data reporting processes with banks in line 

with EBA requirements. The RCU worked closely with firms 

in this regard; an approach that has been well received by 

industry participants. Timely and accurate data is not only 

relevant for setting MREL, but also plays an important role 

when assessing the feasibility of resolution tools in times 

of crisis. Since 2016, the FSRCC has established and 

managed both the Resolution and the Deposit Guarantee 

Scheme Ex-Ante Funds (and associated collection 

mechanisms), which are financed by contributions from 

industry. The Resolution Fund is intended to cover the 

costs of any future resolution actions taken by the 
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Resolution Authority, with the Deposit Guarantee 

Scheme (DGS) Fund providing additional safety for 

Depositors money in the event of an invocation of the 

DGS. The amounts held as at March 2018 were as follow 

and further information can be found at www.gdgb.gi: 

• Resolution Financing Fund: £2.1 m

• Deposit Guarantee Scheme Fund: £2.1 m

For the RCU, close dialogue, not only with the BRRD related 

firms but also with other authorities and institu-tions, has 

been a key priority with the aim of ut,most transparency. 

In the last 12 months, the RCU held its inaugural annual 

conference, organised six IDW's and attended numerous 

bank resolution type events across Europe. Hand in hand 

with operational work on resolution planning during the 

year, the RCU closely followed ongoing European and 

international regulatory developments. The RCU engaged 

with the EBA supporting the development of resolution 

related topics and approaches where required. Looking 

forward, the FSRCC, aided by the RCU, will continue 

operationalising resolution plans, develop operational 

requirements and assess the quality of MREL. The RCU will 

also deepen its analytical work on the preferred resolution 

strategy and tools, critical functions and material 

impediments to resolvability. In order to operationalise 

resolution plans successfully, the RCU will work closely 

with banks most notably in the area of immediate data 

availability. The FSRCC's 2017 /2018 Business Plan, available 

on the website of the GFSC, sets out the FSRCC's future 

role in this area. 

For the RCU, close 
dialogue, not only with 
the BRRD related firms 
but also with other 
authorities and institu
tions, has been a key 
priority with the aim of 
utmost transparency. 
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Evaluation 

The Board evaluates its own performance and 

effectiveness as well as the Chairman's performance. The 

Board evaluation provides a valuable feedback mechanism 

for improving the effectiveness of the Board. The outcome 

of the evaluation is shared with the whole Board. 

An in depth board effectiveness review was carried out 

at the end of 2014. An internal evaluation assessing the 

Board's effectiveness and the performance of Members 

and the Chairman was carried out at the end of 2017. 

Board Committees 

The Board has established the following standing 

committees: 

Audit and Risk Committee 

Budget Review Committee 

• Nomination Committee

• Performance and Remuneration Committee

• Auditors Regulatory Committee

Each standing committee has specific written terms of 

reference issued by the Board and adopted in committee. 
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All committee Chairmen report orally on the proceedings 

of their committees at the next meeting of the Board. The 

terms of reference set forth the purposes, goals and 

responsibilities of the committees as well as the committee 

structure and operations and committee reporting to the 

Board. 

Audit and Risk Committee 

Edgar Lavarello (Chairperson) 

Adrian Coles 

Paul Sharma 

An Audit and Risk Committee has been in place since 

2004 and meets at every Board meeting session. The role 

of this committee is to assess the GFSC's internal financial 

controls, oversee the risk management and internal control 

functions, monitor the integrity of the financial statements 

and to approve the terms of engagement of the external 

auditors. 

Through the Audit and Risk Committee, the Board and 

the GFSC considers how it might develop new approaches 
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for risk discussions and decisions, and to ensure that the 

risk registers are actively managed and reviewed and 

focus on areas of change. 

The ownership and day to day oversight and management 

of individual risks are considered in more detail and clearly 

allocated to individuals at all levels of the organisation. 

Through direct contact between Committee members 

and those responsible for key risks, the Board is able to 

assure itself that these responsibilities are being carried 

out effectively. 

The Committee has met four times during the year under 

review. 

Performance and Remuneration 
Committee 

Emma Perez (Chairperson) 

Bruno Callaghan 

Dr Jonathan Spencer 

The Performance and Remuneration Committee oversees 

on an annual basis, the CEO's review of the Senior 

ManagementTeam and reviews the performance of the 

CEO. The Committee also makes the final decision on any 

of the CEO's recommendations for senior executives' pay 

and reward. 

The Committee met twice during the year under 

review. 

Nominations Committee 

Dr Jonathan Spencer (Chairperson) 

Edgar Lavarello 

Peter Isola 

Samantha Barrass 

The Nominations Committee leads the process for the 

appointment of Commission Members, including the 

Chief Executive, and makes recommendations to the 

GFSC as appropriate. 

By statute, the power to remove the Chief Executive rests 

jointly with the Minister and the GFSC. The Committee 

also looks at succession planning. The Nominations 

Committee met two times in the year under review. 
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Budget Review Committee 

Adrian Coles (Chairperson) 

Emma Perez 

Peter Isola 

Samantha Barrass 

The Budget Review Committee's role is to provide an 

independent challenge to the Commission's budgetary 

process and to recommend the annual budget to the 

GFSC. The duties of this committee are: 

• to review the draft annual financial budget

prepared by the GFSC Executive;

• to challenge the underlying assumptions and

forecasts with a view of determining the accuracy

of the same;

• to direct the executive to reconsider any item of

forecast income or expenditure; and

• to recommend, or otherwise, the draft budget to

the GFSC.

• to review the Executive's management and

oversight of the budget.

The Committee met four times during the year under 

review. 

Auditors Regulatory Committee 

Dr Jonathan Spencer 

Adrian Coles 

Paul Sharma 

Emma Perez 

Bruno Callaghan 

Peter Isola 

Samantha Barrass 

The Auditors Regulatory Committee has been in place 

since June 2016. The independent sub-committee of the 

Board was established to deal with matters relating to 

the regulation of statutory auditors and meets at least 

on an annual basis. For all intents and purposes the 

Auditors Regulatory Committee is the "governing 

body" of the GFSC in respect of statutory auditors. 
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As from 1 July 2018, Samantha Barrass was appointed as 

an independent non-executive of the Public Interest Body 

of PwC UK. Samantha Barrass has stepped down from the 

Auditors Regulation Committee and Kathryn Morgan, 

Director Regulatory Operations has taken on the executive 

leadership of audit regulation with the approval of the 

GFSC and the Minister for Commerce. 

The Committee met twice during the year under review. 

Statutory Committees -Financial Services Resolution and 

Compensation Committee (FRSCC) 

The GFSC is the designated Resolution Authority for 

Gibraltar and its functions as the Resolution Authority are 

exercised through the FSRCC. The FSRCC is a 'statutory 

committee' of the GFSC that is independent and 

operationally separate from the supervisory functions of 

the Commission. The Membership of the FSRCC is 

constituted as such to ensure its independence, and to 

avoid conflicts of interest with that of the GFSC supervisory 

functions. 

The functions of the FSRCC as the Delegated Resolution 

Authority are as follows: 

1. To exercise the GFSC's Resolution Authority

responsibilities.

2. To carry out its other duties conferred to it under the

Financial Services (Compensation and Resolution

Schemes) Act 2015 (running the resolution financing

arrangements fund and the deposit guarantee scheme

fund).

The Minister for Commerce has appointed the following 

members of the FSRCC: 

Albert Mena (Chairman) 

Samantha Barrass 

Barry Pillans 

Ian Felices 

Keith Bailey 

Michael Llamas QC 

Nicholas Cowan 

Lloyd Devincenzi 

The FSRCC met three times during the year under review 

in addition to a formal update provided in December 2017. 
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Board Member 

Samantha Barrass 

Samantha Barrass was appointed as 

Chief Executive Officer of the Gibraltar 

Financial Services Commission on 17th 

February 2014. Mrs Barrass previously 

worked at the FSA in a variety of 

regulatory roles spanning the delivery of new regulatory 

approaches and policy at both a domestic and 

international level, the supervision of markets and 

exchanges, and was one of the first economists employed 

by the FSA to develop cost-benefit and other evidential 

techniques for new regulation. She began her working 

career at the Reserve Bank of New Zealand as an economist 

focused on monetary policy strategy and economic 

reform. Mrs Barrass holds a B.Com (Economics), from the 

University of Canterbury (New Zealand) and an MSc in 

Economics, from the London School of Economics. Her 

most recent role prior to joining the GFSC was as an 

Executive Director of the Solicitors Regulation Authority 

from 2009 to 2014 where she led the SRA's high profile 

reform of its approach to regulation of the legal sector in 

England & Wales. 

Dr Jonathan Spencer 

Dr Jonathan Spencer CB MA DPhil 

(Chairman) is currently Chair of the 

Church of England Pensions Board and 

was Deputy Chair of East Kent Hospitals 

University Foundation Trust from 2007-

2015. Dr Spencer's extensive experience in regulation 

goes back to 1991 where he served as Director of Insurance 

at the UK's Department of Trade and Industry (DTI) for 

nearly 6 years. He subsequently held a number of Board 

level roles at the DTI and the Department of Constitutional 

Affairs. He was made a Companion of the Order of the 

Bath in 2002. Between 2005 and 2009 Dr Spencer was a 

Board member of the Solicitors Regulation Authority. 

Bruno Callaghan 

Bruno Callaghan originally trained with 

Willis in London and went on to 

establish Callaghan Insurance Brokers 

and on behalf of Willis Group, set up 

Willis Management Gibraltar Ltd 
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managing captives and third party writers. Mr Callaghan 

sits on various captive boards and is a Director ofTradewise 

Insurance Company Gibraltar as well as previously holding 

the post of President of the Gibraltar Chamber of 

Commerce for three years. Mr Callaghan has previously 

been appointed to the Government Economic Advisory 

Council. 

Adrian Coles 

Adrian Coles OBE MA was chief 

executive of a major UK financial 

services trade body, the Building 

Societies Association, for 20 years, 

before retiring in 2013. He is currently 

Senior Independent Director, and Chairman of the 

Conduct Risk Committee, at the Progressive Building 

Society, a significant savings and mortgage provider in 

Northern Ireland. He is also Senior Independent Director 

and Chairman of the Remuneration Committee at the 

Reclaim Fund Ltd, the body which forwards dormant 

bank and building society account monies to charity, 

while ensuring sufficient funds remain to meet the claims 

of account holders no longer dormant. Mr Coles is 

Chairman of Housing Securities Ltd, a borrowing club of 

UK housing associations and of the Consumer Advisory 

Board of Fairer Finance, which campaigns for fairer 

treatment of consumers from financial institutions and 

rates firms' consumer service performance. He is a trustee 

of the pension schemes run by the BSA and the 

Progressive Building Society. He is also a trustee of the 

crowd-funding charity The Funding Network, and a 

member of the Advisory Board of the Corporate 

Governance Research Group at Cardiff Business School. 

Adrian Coles is the Senior Independent Director of the 

GFSC. 

Peter Isola 

Peter Isola is the Senior Partner of 

ISOLAS which is a major law firm in 

Gibraltar. Mr Isola has worked in the 

financial services sector all of his 

professional life and is widely 

recognised as a leader in this field; with particular emphasis 

in trust and corporate services and insurance. Mr Isola 

was the founder Chairman of the Society ofTrust and 

Estate Practitioners, a former President of the Chamber 

of Commerce and advises the Government of Gibraltar 

on a number of committees including a Brexit working 
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group. He is also a director of a number of gaming and 

financial Services firms including the Gibraltar 

International Bank. 

Edgar Lavarello 

Edgar Lavarello is a partner at 

PricewaterhouseCoopers in Gibraltar. 

He has previously served as a member 

of the Audit Registration Board, the 

Deposit Guarantee Scheme and as 

president of the Gibraltar Accountants Society. He has 

also served on a number of Gibraltar Government 

committees and local authorities. 

Emma Perez 

Emma Perez is the Chief Executive 

Officer of SG Hambros Bank in Gibraltar. 

She has a comprehensive knowledge 

of the banking industry and has 

previously held the post of president 

of the Gibraltar Bankers Association. A fellow of the 

Chartered Association of Certified Accountants, Emma 

trained with KPMG before moving to Credit Suisse to 

pursue her banking career. Emma was included in the 

Citywealth IFC Power Women top 200 list and leaders 

list for 2016. 

Paul Sharma 

Paul Sharma is head of the EU 

Regulatory Advisory Services Practice 

and Managing Director at Alvarez & 

Marsal Financial Industry Advisory 

Services LLP based in the UK and at 

Alvarez and Marsal Benelux B.V based in the Netherlands. 

He is a non-executive director and the Audit Committee 

Chair at GreyCastle Holdings Limited and is a non

executive director of Wyelands Capital Limited. He was 

formerly Deputy Head of the UK's Prudential Regulation 

Authority, and prior to that a director at the UK's Financial 

Services Authority. He also formerly served as the UK's 

alternate member on the Boards of Supervisors of the 

European Insurance and Occupational Pensions Authority 

and of the European Banking Authority. He also formerly 

served on the Basel Committee on Banking Supervision 

and the Executive Committee of the International 

Association of Insurance Supervisors. He is an accountant 

(ICAEW) and an actuary (Honorary FIFA). 
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INDEPENDENT AUDITOR'S REPORT 

TO THE 

FINANCIAL SERVICES COMMISSION 

Report on the Audit of the Financial Statements 
Opinion 

We have audited the financial statements of the Financial Services Commission ("the Commission"), which 
comprise the balance sheet as at 31 March 2018, and the income and expenditure account, the statement of 
changes in equity and the statement of cash flows for the year then ended, and notes to the financial 
statements, including a summary of significant accounting policies. 

In our opinion, the accompanying financial statements: 
give a true and fair view of the state of the Commission's affairs as at 31 March 2018 and of its loss 
and cash flows for the year then ended; 
have been properly prepared in accordance with Gibraltar Financial Reporting Standards; and 
have been prepared in accordance with the Financial Services Commission Act 2007. 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities 
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial 
Statements section of our report. We are independent of the Commission in accordance with the International 
Ethics Standards Board for Accountants Code of Ethics for Professional Accountants (IESBA Code), and we 
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Responsibilities of the Commission for the Financial Statements 

The Commission is responsible for the preparation of financial statements that give a true and fair view in 
accordance with applicable law in Gibraltar and Gibraltar Financial Reporting Standards, and for such internal 
control as the Commission determine is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the Commission is responsible for assessing the Commission's ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the Commission intend to cease operations, or have no realistic alternative 
but to do so. 

Auditor's Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users taken on the basis of these 
financial statements. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
scepticism throughout the audit. We also: 

Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 

a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 

involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 

control. 
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INDEPENDENT AUDITOR'S REPORT 

TO THE 

FINANCIAL SERVICES COMMISSION 

Auditor's Responsibilities for the Audit of the Financial Statements (continued} 

Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Commission's internal control. 
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Commission. 
Conclude on the appropriateness of the Commissions' use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Commission's ability to continue as a going concern. 
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's 
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditor's report. However, future events or conditions may cause the Commission to cease to continue 
as a going concern. 
Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events in 
a manner that achieves fair presentation. 

We communicate with the Commission regarding, among other matters, the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that we identify 
during our audit. 

Report on Other Legal and Regulatory Requirements 

Matters on which we are required to report by exception 

We have nothing to report in respect of the following matters where the Financial Services Commission Act 
2007 requires us to report to you if, in our opinion: 

we have not obtained all the information and explanations which to the best of our knowledge and 
belief were necessary for the purpose of our audit; 

proper accounting records have not been kept by the Commission; 

the Commission's balance sheet and income and expenditure account dealt with by this report are not 
in agreement with the accounting records; 

the Commission has not discharged with diligence its obligations in relation to the collection of its 
revenues. 

Joseph Caruana (Statutory Auditor} 

For and on behalf of Deloitte Limited 

Statutory Auditor 

Merchant House 

22/24 John Mackintosh Square 

Gibraltar 

27 July 2018 
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INCOME 

Fee income 
CRD IV Fund fees 
Other income 
Interest receivable 

TOTAL INCOME 

EXPENDITURE 

Staff expenses 
Establishment costs 
Other operating expenses 
Commission members' fees 
Legal and professional fees 
Auditor's remuneration 
Depreciation 
Bad debt write-off 

TOTAL EXPENDITURE 

FINANCIAL SERVICES COMMISSION 

INCOME AND EXPENDITURE ACCOUNT 

FOR THE YEAR ENDED 31 MARCH 2018 

Notes 

4 

5 

6 
8 

7 

HM Government of Gibraltar subvention 12 

(DEFICIT)/SURPLUS FOR THE YEAR £ 

2018 2017 

£ £ 

5,897,055 5,631,006 
229,000 

78,540 88,160 
2,327 5,033 

5,977,922 5,953,199 

5,073,444 4,400,675 
371,278 335,034 
655,944 392,950 
131,723 128,260 
707,450 1,028,668 

44,444 7,500 
78,871 39,514 
85,884 104,912 

(7,149,038) (6,437,513) 

900,000 1,000,000 

(271,116) £ 515,686 

There is no other comprehensive income other than as disclosed above and there have been no 
discontinued activities or acquisitions in the current or preceding year. 

There is no difference between the deficit stated above and the historical cost equivalents. 

The notes on pages 47 to 53 form part of these financial statements. 
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FIXED ASSETS 

Tangible assets 

CURRENT ASSETS 

Debtors and prepayments 
Cash at bank and in hand 

FINANCIAL SERVICES COMMISSION 

BALANCE SHEET 

AS AT 31 MARCH 2018 

Notes 

7 

9 
10 

CREDITORS: AMOUNTS FALLING DUE WITHIN 

ONE YEAR 11 

NET CURRENT ASSETS 

NET ASSETS £ 

FINANCED BY: 

RESERVES 

General Fund 
Contingency Fund 
Authorisations Support Fund 
Statutory Review Fund 
CRD IV Fund 
Distributed Ledger Technology Support Fund 
Consumer Education Fund 
Legal Investigations Fund 

£ 

2018 2017 

£ £ 

159,596 122,761 

1,029,008 370,439 
791,215 1,407,836 

1,820,223 1,778,275 

(1,077,995) (728,096) 

742,228 1,050,179 

901,824£ 1,172,940 

260,000 221,164 
185,924 185,996 

80,555 210,000 
15,780 

34,303 229,000 
326,125 160,000 

14,917 30,000 
121,000 

901,824 £ 1,172,940 

The financial statements on pages 43 to 53 were approved by the Commission on 27 July 2018 and signed 
on its beha If by: 

Samantha Barrass 
Chief Executive Officer 

Jonathan Spencer 
Chairman 

The notes on pages 47 to 53 form part of these financial statements. 
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General Contingency 

Fund Fund 

£ £ 

As at 1 April 2016 199,062 186,068 
Surplus for the year 515,686 
Transfers to sub-funds (704,876) 
Sub-fund expenditure 211,292 (72) 

As at 31 March 2017 221,164 185,996 

Deficit for the year (271,116) 
Transfers to sub-funds (363,082) 
Sub-fund expenditure 673,034 (72) 

As at 31 March 2018 260,000 185,924 

FINANCIAL SERVICES COMMISSION 

STATEMENT OF CHANGES IN EQUITY 

FOR THE YEAR ENDED 31 MARCH 2018 

Statutory 

Authorisations Review Solvency CRD IV 

Support Fund Fund II Fund Fund 

£ £ £ £ 

159,000 120,000 (6,876) 

210,000 (52,000) 6,876 229,000 
(159,000) (52,220) 

210,000 15,780 229,000 

(4,113) 

(129,445) (11,667) - (194,697)

80,555 34,303 

The notes on pages 47 to 53 form part of these financial statements . 

Distributed Consumer Legal 

Ledger Education Investigations 

Technology Fund Fund Total 

£ £ £ £ 

657,254 
515,686 

160,000 30,000 121,000 

160,000 30,000 121,000 1,172,940 

(271,116) 
367,195 

(201,070) (15,083) (121,000) 

326,125 14,917 901,824 



FINANCIAL SERVICES COMMISSION 

STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED 31 MARCH 2018 

OPERATING ACTIVITIES 

(Deficit)/Surplus for the year 
(Increase)/decrease in debtors 
Increase/(decrease) in creditors 
Depreciation 

Net cash (outflow)/inflow from operating activities 

INVESTING ACTIVITIES 

Purchase of fixed assets 

Net cash outflow from investing activities 

Net cash (outflow)/inflow 

Cash at bank and in hand at beginning of the year 

Cash at bank and in hand at end of year 

Notes 

9 
11 
7 

7 

10 

10 £ 

The notes on pages 47 to 53 form part of these financial statements. 

2018 

£ 

(271,llE 
(658,569) 

349,899 
78,871 

(500,915) 

(115,706) 

(115,706) 

(616,621) 

1,407,836 

791,215 £ 

2017 

£ 

515,686 
386,209 

(593,858) 
39,514 

347,551 

(66,309) 

(66,309) 

281,242 

1,126,594 

1,407,836 
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

1. PRINCIPAL ACCOUNTING POLICIES

Basis of accounting
The financial statements are prepared in accordance with Gibraltar Financial Reporting Standards. In
particular, the financial statements have been prepared in accordance with Gibraltar Financial Reporting
Standard 102 (GFRS 102). It should be noted that the Commission meets the definition of a Public
Benefit Entity. The particular accounting policies adopted by the Commission are described below.

Accounting convention

The financial statements are prepared under the historical cost convention.

Income

Income from annual fees is invoiced for the year in advance and is not refundable. These fees are
accounted for on an accruals basis deferred over the period during which services are provided. The
annual fees consist of that part of fees invoiced in the current and immediately prior year which relates
to the current financial year. That portion of the current year's fees which relates to periods after the
balance sheet date is carried forward as deferred income.

Income from application fees is recognised at the stage of completion as the authorisation services are
rendered. The stage of completion is determined at the date that a licence application is successful,
rejected, or withdrawn.

Interest receivable is accounted for on an accruals basis.

Fixed assets
Fixed assets are held at cost less accumulated depreciation and impairment losses. At the end of each
reporting period, an assessment is performed to consider whether there is any indication that an asset
may be impaired.

Depreciation
Depreciation has been calculated so as to write off the cost of fixed assets on a straight line basis over
their expected useful economic lives at the following annual rates:

Office furniture 
Office equipment 
Computer equipment 
Computer software 

Leasehold improvements 

20% 
20% 
33113% 
33113% 

Leasehold improvements are written-off in the year in which they occur. 

Pension costs 
The Financial Services Commission makes contributions to the Gibraltar Provident Trust (No. 3) Pension 
Scheme. This is a Defined Contribution Pension Scheme. There is no legal or constructive obligation to 
pay contributions in addition to the fixed contributions. Costs are accounted for on an accruals basis and 
are recognised in the income and expenditure account in the year in which they are incurred. 

General Fund and sub-funds 
The Commission's surplus or deficit resulting from its income and expenditure account is transferred to 
the General Fund. Where the Commission has separately identified particular income and expenditure 
for a specific purpose, it records this within a sub-fund set up for this purpose. The surplus or deficit 
resulting from such particular income or expenditure is included within the income and expenditure 
account and is transferred from the General Fund to the specific sub-fund by way of a reserves transfer. 
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

1. PRINCIPAL ACCOUNTING POLICIES (continued)

General Fund and sub-funds (continued)
During the year ended 31 March 2018, no new sub-funds were set up. The existing sub-funds of the
General Fund are the CRD IV Fund, Distributed Ledger Technology Support Fund, Consumer Education
Fund, Legal Investigations Fund, Contingency Fund, Authorisations Support Fund, Statutory Review
Fund and Solvency II Fund. There are currently no other sub-funds. During the year ended 31 March
2018, the Statutory Review Fund, Solvency II Fund, and Legal Investigations Fund were closed.

Cash

Cash at bank and in hand represents funds held in current accounts and short-term deposit accounts.
Included within cash at bank and in hand are funds ring-fenced for purposes set out by management or
legislation. These amounts are measured at fair value.

Operating leases

Rentals on operating leases are charged to the income and expenditure account as incurred.

Accruals
Revenues and costs are accrued as they are earned or incurred and recorded in the period to which
they relate. Accrued expenses are calculated based on information available at the time of signing its
financial statements.

Government subvention
The HM Government of Gibraltar subvention is accounted for using the accrual model, measured at the
fair value of the asset received or receivable.

Going concern
The Commission is currently dependent on subventions from HM Government of Gibraltar in order to
meet its obligations as they fall due. The Government of Gibraltar has undertaken to continue providing
financial support to the Commission for the foreseeable future and accordingly these financial
statements have been prepared on a going concern basis.

2. CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES

48 

In the application of the Commission's accounting policies, which are described in note 1, the
Commission is required to make judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

Critical judgements in accounting policies
The following are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that senior management have made in the process of applying the accounting
policies and that have the most significant effect on the amounts recognised in the financial statements.

Accounting treatment of the HM Government of Gibraltar subvention
The Commission receives a subvention from HM Government of Gibraltar to enable it to meet the
increased costs resulting both from specific new regulatory requirements generated by the
implementation of new directives, and from the implementation of the Strategic Plan. The subvention is
recognised as income over the financial year as it is intended to compensate related costs within the
same financial year.

Key sources of estimation uncertainty

Management have not identified any key assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year.
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

2. CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES (continued}

Change in Accounting Policy

A change to the income accounting policy has been made in accordance with GFRS 102. The adoption of
this amended accounting policy has had a material effect on the income reported for the current
financial year but not in the prior financial years. The effect has been to reduce reported application fee
income by £557,500 for the year ended 31 March 2018 (2017: nil).

Income from application fees is recognised at the stage of completion as the authorisation services are
rendered. The stage of completion is determined at the date that a licence application is successful,
rejected, or withdrawn. Previously, income from application fees was accounted for on an invoiced
basis.

The new accounting policy ensures that income is recognised as it is earned, in accordance with the
matching principle. This provides more relevant information and a more reliable representation of the
income earned during the financial year.

3. TAXATION

4. 

s. 

Under the provisions of the Financial Services Commission Act 2007, the income of the Commission is
exempt from income tax.

FEE INCOME

2018 2017 

£ £ 

Financial Services Acts 2,000,987 1,877,869 
Banking Act 889,157 915,492 
Insurance Companies Act 2,381,570 2,157,392 
Others 625,341 680,253 

£ 5,897,055 £ 5,631,006 

STAFF EXPENSES 
2018 2017 

£ £ 

Salaries 4,280,262 3,494,894 
Social security costs 145,574 115,862 
Pension costs 342,954 336,742 
Other staff costs 304,654 453,177 

£ 5,073,444 £ 4,400,675 

The current Chief Executive Officer, Samantha Barrass, received total remuneration of £263,309 
(2017: £251,426). 

Total key management personnel compensation for the year is £995,715 (2017: £901,851). Key 
management personnel include the Chief Executive Officer, Directors and Commission Members. 

The average number of employees for the year was 78 (2017: 72). 

Regulatory 
Operations (including IT, Strategy and Planning, Policy and 
Legal and Enforcement) 

Total staff employed 

2018 

42 

36 

78 

2017 

39 

33 

72 
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

6. COMMISSION MEMBERS' FEES

Fees paid to the Members of the Commission were as follows: 

7. 

Adrian Coles 
Bruno Callaghan 
Edgar Lavarello 
Emma Perez 
Jonathan Spencer 
Joseph Triay 
Paul Sharma 
Peter Isola 

TANGIBLE ASSETS 

Cost 

As at 1 April 2017 
Additions 

As at 31 March 2018 

Depreciation 
As at 1 April 2017 
Charge for the year 

As at 31 March 2018 

Net book value 

As at 31 March 2018 

As at 31 March 2017 

Appointed term ended 3 March 2017 

Appointed on 4 March 2017 

Office Office 
furniture equipment 

£ £ 

156,695 62,474 
23,923 889 

180,618 63,363 

106,982 48,298 
16,478 4,107 

123,460 52,405 

£ 57,158 £ 10,958 

£ 49,713 £ 14,176 

£ 

£ 

£ 

Computer 
equipment 

£ 

277,819 
90,583 

368,402 

220,127 
57,534 

277,661 

90,741 

57,692 

2018 2017 
£ £ 

17,289 16,834 
17,289 16,834 
17,289 16,834 
17,289 16,834 
27,989 27,255 

15,933 
17,289 16,834 
17,289 902 

131,723 £ 128,260 

Computer 
software Total 

£ £ 

2,022 499,010 
311 115,706 

2,333 614,716 

842 376,249 
752 78,871 

1,594 455,120 

£ 739 £ 159,596 

£ 1,180 £ 122,761 
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

8. LEGAL AND PROFESSIONAL FEES

Fees paid for legal and professional services, excluding the audit fee, are analysed in the table 
below by the firm or body to which they are paid. 

Baker Tilly 
Bloomfield Financial Consultancy Limited 
Deloitte Limited 
Hassans International Law Firm 
Influence Inc. 
Isolas LLP 
JLKRT Ltd 
Jobejo Limited 
Norman Peard 
Norton Rose Fulbright 
Odgers Interim 
Peter Caruana QC 
PricewaterhouseCoopers Limited (Gibraltar) 
PricewaterhouseCoopers LLP (UK) 
Rampart Corporate Advisers Limited 
Signature Law LLP 
Self Management Group 
ICAEW 
Thomson Reuters 
Triay & Triay 
Triay Stagnetto Neish 
Others 
Professional expenses recovered 
Legal expenses recovered 

Distributive Ledger Technology
COINSult Ltd 

Legislative Reform Programme
SEW Consulting Ltd 
Norton Rose Fullbright 
Bevan Brittan LLP 

Enforcement Legal & Investigation Costs
Stephenson Harwood LLP 
Triay & Triay 
Freshfields Brackhaus Deringer 
Signature Law LLP 
Simpson Grierson 
Legal expenses recovered 

GIBRALTAR FINANCIAL SERVICES COMMISSION/ ANNUAL REPORT 2018 

£ 

2018 2017 

£ £ 

10,075 4,712 
17,452 

11,776 6,000 
14,025 12,117 

3,476 
1,253 

81,482 
24,825 164,255 
(1,097) 5,063 
15,495 2,546 

97,104 
49,900 

30,400 64,900 
860,000 

15,925 
72,781 23,680 

1,535 
103,825 78,065 

5,784 
13,877 233,572 

9,841 
4,521 1,915 

(860,000) 
{10,000) {76,455) 

379,022 715,603 

201,070 22,863 

201,070 22,863 

105,038 250,478 
6,480 39,724 

15,840 

127,358 290,202 

422,853 
495,462 
159,984 
209,489 

2,813 
(1,290,601) 

707,450 £ 1,028,668 
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

9. DEBTORS

Trade debtors 
Legal expenses receivable 
Other debtors and prepayments 

10. CASH AT BANK AND IN HAND

General Fund - current and deposit accounts 
Contingency Fund - current account 

11. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors 
Other creditors, including taxation and social security 
Accruals and deferred income 

12. HM GOVERNMENT OF GIBRALTAR SUBVENTION

E 

£ 

E 

2018 

£ 

184,170 
670,851 
173,987 

1,029,008 £ 

2018 

£ 

605,291 
185,924 

791,215 £ 

2018 

£ 

245,365 
1,431 

831,199 

1,077,995 E 

2017 

£ 

24,401 

346,038 

370,439 

2017 

£ 

1,221,840 
185,996 

1,407,836 

2017 

£ 

182,815 
1,526 

543,755 

728,096 

The total subvention for the year ended 31 March 2018 is £900,000 (2017: £1,000,000) which was received
in full during the year.

13. LEASE COMMITMENTS

52 

The Commission leases properties for its own occupation. Future rentals payable under non-cancellable
operating leases are as follows:

Within one year 

In two to five years 

Total £ 

2018 

E 

208,377 

948,373 

1,156,750 £ 

2017 

£ 

232,955 

463,288 

696,243 

The current lease contracts for the properties, that the Financial Services Commission occupies, will expire by 
2020. The lease contract for the office premises has been renewed for a further 15 years. 
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

14. RELATED PARTY TRANSACTIONS

During the years ended 31 March 2018 and 31 March 2017, the Commission had the following related party 
transactions: 

G and JB Hotels Limited (The Caleta Hotel) 1 

Callaghan Insurance Brokers Ltd 1 

PricewaterhouseCoopers Limited2 

Eu roport Five Limited3 

Isolas LLP3 

2018 

Expenses 

£ 

10,845 
6,990 

56,359 
222,468 

1,253 

2017 

Expenses 

£ 

9,261 
8,785 

64,900 
281,545 

1 
Bruno Callaghan, who is a Board member of the Commission, is a Director of G & JB Hotels Limited and 

Callaghan Insurance Brokers Ltd. 
2 Edgar Lavarello, who is a Board member of the Commission, is a Director of PricewaterhouseCoopers 
Limited. 
3 Peter Isola, who is a board member of the Commission, is a Director of Europort Five Limited and Isolas 
LLP. 

The above list excludes any licence fees payable to the Commission. 
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