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Chairman’s Report
Chairman’s Report for the year ended 31st March 2015
A Year of Change at the Commission
My first full year as Chairman of the Commission has been an exciting year. Our new Chief Executive, Samantha
Barrass, took over the helm of the organisation in early 2014. She brought with her a wealth of experience and a
fresh perspective on regulation and supervisory practices. Her leadership has been instrumental in bringing about
changes to strengthen and modernise the organisation and guide the team through a challenging year. The Board
asked her to carry out a strategic review of the Commission’s activities, which she completed in June 2014 and was
reflected in the 2014-2017 Strategic Plan published by the Commission in October 2014. Much of the year has
therefore been focused on implementation of that plan.
The major operational changes made under that plan have not been without their challenges, but have resulted in
a significant restructuring of the Commission’s staff, and a number of new appointments to the senior management team. These changes have taken place against a backdrop of business as usual, with staff really stepping up
to the challenge and delivering the substantive work of the Commission across the spectrum of our responsibilities.
I have been particularly encouraged by the level of enthusiasm demonstrated by staff, as well as the support that
has been received from both the Government of Gibraltar and the industry more generally. Our increased and
more structured approach to stakeholder engagement has been an important part of this. One example of this is
our new approach to authorisations. This efficient and transparent approach is designed to provide significant support to the Government’s strategy for the growth of the financial services sector in Gibraltar.
Naturally some of our stakeholders, particularly the firms that we regulate, will take time to adjust to our new regulatory structure, and I am very grateful to them for their patience and understanding. With our new structure, as
well as the new supervisory and risk governance approaches being established, I am confident that resources are
being applied effectively and efficiently and that we are focusing on where risks are greatest to consumers and the
reputation of Gibraltar.
We have also embarked, jointly with the Government of Gibraltar, on a long overdue Legislative Reform Programme. This will provide a much clearer framework for financial services regulation in Gibraltar, as well as improving the powers available to the Commission to enforce those regulations. At the same time, the reform programme will provide a user-friendly mechanism for appeals against the decisions of the Commission, without the
need to resort to litigation, avoiding the significant legal costs which are incurred where litigation is involved. I believe that these changes will make Gibraltar a much less expensive centre in which to do business, and thus further
support the Government’s strategy in this sector.
Of course, these changes are taking place in the context of a rapidly changing European and international regulatory landscape. The financial crisis of 2007-8 led to demands for strengthened capital for the banking and insurance
sectors, in particular, that are now coming to fruition with the implementation of the Capital Requirements IV and
Solvency II Directives, which will impose further demands on Gibraltar’s banks and insurance companies and on
our staff who need to supervise their application. The strategic review completed in June 2014 took these into account and they have been an important influence on the need for the strengthening of our supervisory staff.

Our Funding
In gearing up for the changes in the sectors which we regulate, our increased operational costs and EU requirements, and generally the greater demands that are being placed on supervision and regulation, the need to evaluate how we are funded has been clearly identified. To be able to deliver the required level and quality of regulation for the jurisdiction we must be properly and appropriately funded.
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I have been very grateful to the Government of Gibraltar for its willingness to provide a series of subventions to
the Commission 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 our Strategic Plan.
The Board nevertheless considers it important to be able to show the independence of the Commission from Government to those thinking of setting up in Gibraltar and to international regulatory organisations, although it may
be some time before the Commission is completely independent of Government funding. I believe therefore that
there must be a forward facing and all-encompassing funding and fee policy, which goes beyond standard percentage increases on an annual or other basis and essentially re-evaluates the foundations and building blocks that underpin our financial resourcing. I therefore strongly support the Government's Fee Setting Policy Review being
carried out during 2015. We are, however, mindful that fee increases are never particularly welcomed by industry
players. I am satisfied that the level of consultation already being carried out and planned for the rest of 2015 will
provide ample opportunity for the industry to put forward its views.

Our Statutory Obligations
The statutory duties of the Commission are set out in the Financial Services Commission Act 2007 and include the
following regulatory objectives:


the promotion of market confidence;



the reduction of systemic risk;



the promotion of public awareness;



the protection of the good reputation of Gibraltar;



the protection of consumers; and



the reduction of financial crime.

Gibraltar is a full member of the EU Internal Market in Financial Services and is subject to the full array, and benefits, of EU financial services directives. In respect of those areas of financial services business where EU law applies,
the Commission is required to supervise and regulate financial services business in accordance with European Union obligations and, in those areas, to establish and implement standards and supervisory practices which match
the standards and supervisory practices governing the provision of financial services in the United Kingdom.
In matching UK standards we will not simply replicate the practices of the UK regulatory bodies but will focus on
delivering the same regulatory outcomes. This approach is considered to be a more productive and suitable approach that takes into account the differences between the UK and Gibraltar sectors and markets as well as factoring in appropriate principles around proportionality.
The Commission is also required to advise the Government if, at any time, it considers that legislation does not
provide it with sufficient powers or does not have such financial, technical and other resources, and such employees, as are necessary to enable it to supervise and regulate financial services business to internationally accepted
standards.

Our Structure
The Commission comprises eight members including the Chief Executive Officer. The other members, including
myself, are all non-executive. There have been no changes to the Board or the various sub-committees during the
year in question. A full list of all the Commission members and the Board’s sub-committees, together with details
of our senior management team and internal structure can be found later in this report and also on the Commission’s web-site: www.fsc.gi
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The Way Ahead
The pace of international and European reform has continued unabated and it is unlikely that it will slow down to
any extent in the short to medium term. Regulators face considerable challenges in meeting the expectations of
its stakeholders, satisfying European and international requirements and keeping abreast of developments, whilst
delivering a robust regulatory and supervisory regime.

As a small regulator, we must be able to meet these expectations and challenges whilst managing the inevitable
strain that this places on our limited resources. The strategic direction adopted during the financial year and the
change programme which is now well established and in train should leave us in good stead to be to be ahead of
the important risks and well prepared to deal with future developments.
Our continued and proactive engagement with industry and other stakeholders, as well as our newly strengthened senior management team and our highly talented staff, will be instrumental in helping us to succeed and
achieve the delivery of good, robust, cost-effective and outcomes-focused regulation to high international standards that benefits the jurisdiction, the industry players and consumers.

John Tattersall
Chairman
30 July 2015
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“To be recognised by our
stakeholders as the model
financial services

Regulator”
Our vision statement
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Chief Executive’s Report
Chief Executive’s Report for the year ended 31st March 2015
This is my second report since taking up post in February 2014 and the first
which covers a year of activity that has taken place exclusively under my tenure.
Last year I reported that I had begun to consider the strategic direction the
GFSC would need to take in order to be well positioned to deliver effective regulation in the years to come. I carried out this review and presented the findings to the GFSC Board in June 2014. The backdrop for my assessment included
significant current and future International, and particularly, EU regulatory initiatives which have far-reaching implications for the industry and us as a regulator, Government of Gibraltar policy to broaden and strengthen the sector, and
innovations in financial services. The GFSC Board unanimously endorsed my
findings and consequent foundations for the 2014 - 2017 Strategic Plan published in October 2014.
A significant level of engagement on the GFSC’s future direction took place with the Government who have fully
supported the GFSC’s new approach as being consistent and in tune with the Government’s own strategy for the
financial services sector. This support has included financial support in recognition of the need and desirability for
investment in the future regulation of the sector. Joint working with the Government on policy matters has also
been a key feature of the engagement, with a notable example being the Legislative Reform Programme, a joint
initiative of the Government and the GFSC. This Programme, which will produce a modern, navigable framework for
financial services regulation in Gibraltar, including up to date powers, is critical both for securing ongoing good regulation but also providing a clear and certain backdrop to the future growth of the financial services sector in Gibraltar.
The organisation has undergone a major operational transformation as a part of the delivery of the Strategic Plan
and key elements of the change programme to deliver the strategic objectives continue to be delivered. There
have been wide-ranging implications for our regulatory work including:
1.
2.
3.

4.
5.

6.

Recruitment to strengthen delivery, including significant senior appointments;
A new structure for the organisation;
A significant redesign of our risk-based supervisory approach to ensure regulatory time is spent on the most
important matters. The pilot exercise commenced at the beginning of March with industry engagement
planned for the second half of 2015;
Delivery of new risk management approach more generally that supports a pragmatic focus on the important
risks across all of the GFSC’s regulatory delivery;
A separate enforcement function to support confidence Gibraltar’s finance sector is defended against wrongdoers; and
Refocused engagement with stakeholders.

An important element for the jurisdiction has also been the work we have undertaken to build a new authorisation
approach which is easy to work with, pragmatic and focused on the right risks, and so ensure that the GFSC is able
to play a full part in the safe growth of Gibraltar’s finance sector.
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An important element for the jurisdiction has also been the work we have undertaken to build a new authorisation
approach which is easy to work with, pragmatic and focused on the right risks, and so ensure that the GFSC is able
to play a full part in the safe growth of Gibraltar’s finance sector. This is important work for us and further development of the new approach will continue into the next year to ensure that we continue to deliver in a highly responsive manner that facilitates innovation and speed to market whilst managing and mitigating risks appropriately and
protecting consumers and the reputation of the jurisdiction. This will include increasing the resources available to
make sure applicants receive regular updates on the progress of their applications and understand the reasons for
the approach we are taking to their application.
The change programme has taken place, and continues to take place, alongside delivery of ‘business as usual’. In
particular, GFSC staff progressed all significant elements of the business plan for the year alongside detailed development, planning and implementation of the change programme.

The context for this ‘day to day’ work has very much continued to revolve around our role as the regulator of an
international financial services centre, supervising firms that provide services in both Gibraltar and other jurisdictions. Key operational delivery over the period has included good progress on Solvency II implementation alongside
continued implementation of CRD IV and AIFMD. Significant authorisation attention was targeted at both the GSX
stock exchange and the Gibraltar International Bank applications. Separately, a substantial amount of resources
has also been taken up by a number of key issues, and in particular two significant enforcement cases.
Our approach to communication has encompassed engagement internationally with peer regulator and international bodies, and locally with Government, industry and consumers. International engagement has included
attendance at, and participation in, meetings of the international organisations the Commission is a member of.
These have included IOSCO, where the Commission formally signed the Multi-lateral Memorandum of Understanding, IAIS, the Group of International Financial Centre Supervisors (‘GIFCS’) and Group of International insurance
Centre Supervisors (‘GIICS’). In addition further work has been undertaken to broaden and deepen our working relationships with both the UK regulators and the European Supervisory Authorities. This engagement has gone well
and produced excellent results enabling a growing level of support from, and working with, staff in the various organisations.
We are now mid-way into our business change programme and the next year may be even more challenging than
the previous one. I am confident that my team is more than up to that challenge and am extremely proud of the
work that has been carried out and continues to be carried out by every single member of staff.

Samantha Barrass
Chief Executive
31 July 2015
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“To provide financial services
regulation in an effective and
efficient manner in order to
promote good business, protect
the public from financial loss and
enhance Gibraltar’s reputation as
a quality finance centre”
Our mission statement

9

10

11

Introduction

The GFSC’s Role




To maintain competitiveness;
To minimise adverse effects of regulation.

The GFSC is the regulator of an international financial Our Strategy
services centre, regulating providers of financial services
A strategic assessment was carried out in June 2014 of
conducted in both Gibraltar and other jurisdictions, such
the organisation in light of our Vision, Mission Stateas the UK.
ment, regulatory objectives and principles of good reguOur vision is to be recognised by our stakeholders as the lation, against a background of:
model international financial services regulator and our

Government of Gibraltar ambitions to broaden,
mission is to provide financial services regulation in an
strengthen and deepen the financial services seceffective and efficient manner in order to promote good
tor, including new areas where potential had been
business, protect the public from financial loss and enidentified;
hance Gibraltar’s reputation as a quality financial centre.

Innovations in financial services;
Underpinning the vision and mission statement are the 
Significant and ongoing new EU regulatory initiaregulatory objectives which are set by statute. Namely,
tives and our relationship with the European Suthese are:
pervisory Authorities (ESAs);

The structure, culture and operational approach

The promotion of market confidence;
of the organisation.

The reduction of systemic risk;
As a result the organisation’s strategic plan was devel
The promotion of public awareness;
oped and approved by the Board in September and pub
The protection of the good reputation of Gibrallished in October. The plan set out our approach to detar;
livery of the vision and specified the strategic objectives

The protection of consumers;
and priorities for the period 2014-2017 alongside a high
The reduction of financial crime.
level delivery plan and business change programme.
The review concluded that the organisation did not have
In carrying out our functions, the GFSC is mindful of the
a clear strategy for the future that took into account curneed to operate in a manner which is consistent with
rent and emerging risks and challenges and future needs
the following principles of good regulation:
in terms of capability, capacity and resources.




The effective use of resources;
The application of proportionality;
To facilitate innovation;

It became clear that we were operating very much in a
reactive and short-term tactical response manner that
whilst would deal with immediate problems had no real
12

forward facing focus. The assessment clearly identified
the long-term strategic challenges facing the organisation and the need for a strategic plan that supported the
delivery of the GFSC’s Vision and Mission Statement. It
became obvious that we needed strategic goals to work
to, a clear articulation of what was necessary to deliver
these goals, and a business change programme to get us
there, with a clear focus on what some of the key elements of such a change programme should be.
The overarching aim is to ensure that as a regulator, the
organisation is able to deliver on a number of fronts.
The recommendations arising out of this review were
approved and agreed by the Board in June 2014 and
resulted in the identification of a number of strategic
goals. These focused on the need to establish a good
regulatory tool kit and have the right people in the right
positions with a critical mass to deliver, supported by a
people strategy, a policy capability, a risk framework,
appropriate IT systems and access to sufficient financial
resources.

firms operate.
Objective three:
Ensure we support the safe, sustained growth and development of Gibraltar’s financial services industry, balancing competitiveness with the maintenance of best
regulatory practice.
Objective four:
Ensure we are an efficient, targeted regulator, providing
value for money, with resources that are focused on
mitigating important risks and thus protecting the public, financial markets and the reputation of Gibraltar.
Objective five:
Ensure we are an accessible and efficient regulator,
straightforward to transact business with, interacting
easily with all of our stakeholders – with this including
industry, Government of Gibraltar, international bodies
and consumers.
These strategic goals are being delivered via the 3 year
strategic plan and ‘Chrysalis’ – our business change programme. Chrysalis encompasses a number of change
work streams that together are shaping and governing
the change process that the organisation is delivering.
For the first time in its history, the organisation published, in early 2015, a business plan that set out clearly
how it intended to achieve its objectives and the priorities that we would be focusing on during the period January 2015 to March 2016.

The plan focuses on strengthening the operational delivery of effective regulation against a background of multiple challenges in the context of a fast developing and
moving environment, where international and European
standard setting bodies, the financial services industry
and other stakeholders, are setting future challenges.
We need to be well positioned to meet these future
challenges, and our plan will also help to enhance our
ability to deal with unacceptable risk and improve our
transactional relationship with the reputable firms that The desired outcomes of the strategic plan are:
the jurisdiction wants to attract and retail.

That we make competent, fair and independent
The strategic plan set out our five objectives:
decisions;

That we manage our resources effectively to deal
Objective one:
with risks to the regulatory objectives and are
Ensure we continue to be, throughout this period and
able to account transparently for our decisions;
thereafter, a competent regulator, ahead of the im
That we engage openly, constructively and in a
portant risks, well prepared for Government of Gibraltimely manner with all of our stakeholders and
tar, EU and international initiatives, and acknowledged
are accessible and easy to do business with;
as expert in the markets regulated.

That we facilitate safe speed to market by an effiObjective two:
cient and streamlined approach to authorisations;
That consumers receive financial services from
Ensure we are an effective, professional cross border 
competent and ethical providers;
regulator, empowered, with skilled staff working as a
team and focused on the public interest outcomes that
are important in all the jurisdictions where Gibraltar
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That those we regulate manage their own risks
effectively;
That regulation does not hinder the development
of safe new and innovative practice;
That we are consistently focused on the public
interest outcomes that matter in all the jurisdictions where Gibraltar firms are active; and
That we comply with developing international
standards and are recognised as a fair and credible
regulator by both our consumers, regulated community and peers.

Organisational Restructure

Joanne Beiso, Head of Conduct of Business
Supervision
Tessa Sacramento-Menez, Head of Authorisations
Neill Perera, Head of Professional Services
We continued to recruit technical expertise, during the
latter part of the financial year, primarily in both the Prudential and Conduct of Business supervision teams with
a focus on building permanent capability in a number of
these areas.
Our headcount as at 31 March 2015 was 61. This represented a 38% percentage increase from the previous
year.

An important element of the change has been getting Regulatory Operations – Authorisation and
the shape and nature of the structure of the organisation Supervision
right.
Our work within Regulatory Operations has focused on
The focus of this has been to improve the effective and moving towards a more outcomes-focused approach to
efficient operational delivery of regulation, supervision supervision, and supporting this with risk-based and
and the effective and efficient deployment of capacity transparent policies and processes. We have changed
and capability, with particular emphasis on strengthen- our approach to supervision and implemented a more
ing our sector-specific expertise and experience whilst proportionate methodology that is allowing us to focus
supporting all of this with robust regulatory arrange- on the bigger issues and higher risks across the financial
services industry, specific sectors or within individual
ments and processes.
firms, and enables us to be proactive in acting or interThe new organisational structure became effective in
vening where appropriate, both earlier and decisively.
January 2015. This resulted in resourced delivery of a
Work commenced, and continues, on the development
clear focus in defined areas such as communications,
of the GFSC’s risk framework, with specific focus on risk
policy, authorisations, risk and enforcement. The regovernance in licensees and the GFSC’s relative tolerstructure was accompanied by an overall increase in
ance across the range of risks it regulates against; the
headcount, made up of both permanent staff and conaim being to establish clarity on which risks need to be
tract staff and we have continued to make focused use
focused on most.
of secondees from industry sectors.
An integral element of the new approach is linked to the
In anticipation of the restructure, during late 2014 there
way that our supervision teams are now structured. Our
was a concerted focus on strengthening our senior manmove away from sector-specific silos to functional areas
agement teams. The following appointments were
of responsibility, with the establishment of the prudenmade:
tial, conduct of business, professional services and auKathryn Morgan, Director Regulatory Operations
thorisations teams, has enabled us to properly and
better apply our resources and has facilitated the transiHeidi Bocarisa, Director Strategy & Planning
tion to stronger outcomes focused, risk-based superviHannah Strain, Head of Operations
sion.
Joe Perdoni, Head of Prudential Supervision
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A new element to our authorisations approach is the increased
use of interviews as part of our assessment of individuals who
One area of the change within Regulatory Operations are proposed to significant roles and key functions.

Authorisations

which has garnered attention and was much sought by
stakeholders, has been the establishment of a dedicated
Authorisations team. The delivery of a streamlined and
un-bureaucratic authorisation process supported by a
risk-based approach is allowing the organisation to provide more consistent, fair and efficient decisions in a
highly responsive fashion. Our work here is focusing on
ensuring that new entrants do not pose an unacceptable
degree of risk to the public or the reputation of Gibraltar.
In doing so, we are mindful that we do not stifle competition, choice or create excessive or unnecessary regulatory barriers and that we are able to facilitate speed to
market.
The ethos in our authorisations work is ensuring that we
provide an early indication to an applicant of whether an
application is likely to be successful or not. We have
been trialling this approach since early January 2015 and
engaged extensively with industry and service providers
early on via workshops which were very well attended
and through which extremely valuable feedback was received. This helped to shape our work around the new
Authorisations section on our website and the development of new application forms which were both
launched after the end of the financial year, in May 2015.

Listing Authority
One new aspect of the work in Authorisations has been
the establishment of a Listing Authority capability. The
creation of a stock exchange within the jurisdiction necessitated this and work has progressed at a measured
pace to ensure that the appropriate processes are in
place and the implications of, for example, the Prospectus Directive, are taken into account. Part of the work
carried out involved a trial mock listing exercise that
helped clarify and firm up requirements around the information that would be required.

Conduct of Business Supervision
Supervisory responsibility for the stock exchange lies
with the new Conduct of Business Supervision team.

The team’s focus has been on the development of our
supervisory approach with specific emphasis on corporate governance, the exchange’s oversight of member
firms and how risks are mitigated and managed. As the
stock exchange develops and expands its business lines it
will be important to keep on top of the regulatory risks
that could emerge in this area.
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The overarching objective of our Conduct of Business
supervisory approach is to ensure that customers of
firms are given a fair deal and consumers are protected.
Our supervision work has primarily centered on compliance arrangements within firms and oversight and controls exercised by senior management.
During the 2014/15 financial year, substantial resources
were applied to gearing up towards the advent of the
Alternative Investment Fund Managers Directive
(AIFMD). This involved industry engagement around
reporting requirements, which came into effect in January 2015. The process for the data collection was quite
challenging, with the industry appearing to struggle with
fully understanding the requirements and process. This
was not unique to Gibraltar and appears to have been
the case across Europe. Despite these issues, we have
successfully extracted all the required reports which
meet the very specific checks and pass the technical validation tests set by the European supervisory authority,
ESMA.

tion for achieving compliance with the Solvency II Directive (SII) and the Capital Requirements Directive IV
(CRD IV). In the insurance sector, there has been very
close engagement, via workshops, webinars and
meetings, with firms on their SII plans, and the initial
preparatory assessments required by the European supervisory authority, EIOPA, have been carried out, with
higher risk firms being subject to close and continuous
supervision. Putting in place appropriate tools for data
capture and collection has been prioritised in order to
facilitate a smoother transition to SII reporting when
this kicks in, in early 2016.
The largest sector within the insurance area continues
to be motor and we have worked with UK regulators on
a number of initiatives around data collection, which will
feed into comparative work that will be useful to both
regulators.

The introduction of an innovation in the market in the
form of insurance linked securities, involved extensive
consultation which culminated in the publication of
Work in this area was also supplemented by guidance guidance and the establishment of specific processes to
that was issued to industry which focused on remunera- deal with this particular type of product.
tion in the context of the AIFMD, as well as the setting
In the banking sector, our work has focused on assessing
up of the new National Private Placement Regime, and
the progress made by firms in meeting the various rethe establishment of policies in relation to ‘Small Alterquirements posed by the CRD IV and the European Sunative Investment Funds’.
pervisory authority, EBA, in relation to capital, liquidity,
Work has also continued to focus on our regulatory and funding, and asset and leverage ratios. Since April 2014
supervisory approach in the Experienced Investor Fund financial data monitoring and analysis has included an
(EIF) space. Our attention has concentrated on the qual- assessment of the data included within the Common
ity, competency and capability of service providers with- Reporting (COREP) returns. In this respect, we have
in this sector, with substantial supervisory resources and continued to work closely with industry representatives.
effort being primarily expended on EIF Directors.
As indicated in our 2013/14 report, the exit of Barclays
Bank from the retail banking market represented a poPrudential Supervision
tential gap in the market and consumer uncertainty for
The supervisory approach adopted by the Prudential the jurisdiction. We were very mindful of this and, as a
team has focused on maintaining the stability of the fi- result, the targeted authorisation resource that was apnancial system and protecting consumers more general- plied to the Gibraltar International Bank Limited applicaly. This has entailed greater and more detailed assess- tion involved close cooperation with the Prudential
ments of the corporate governance, risk management, team, who were involved in close and continuous interbusiness models and financial resources arrangements action with the bank on its business model and risk
in certain types of firms – primarily banks and insurance management perspective throughout the process.
companies.
Supervisory focus has concentrated on firms’ prepara-
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Professional Services Supervision
The current focus of the Professional Services team is
the supervision of fiduciary services providers and audit
practitioners. This will be extended to include insolvency practitioners as from September 2015.
The team continues to monitor compliance with regulatory obligations with emphasis being primarily placed on
client money and anti-money laundering compliance. As
part of the new supervisory approach more detailed assessments of business models are also being carried out.

ternational and EU bodies, including, the European Supervisory Authorities, industry, Government and consumers of financial products more generally. This has
involved on-going dialogue and consultation with local
stakeholders and the reinforcing of relationships with
regulators and policy-makers in other jurisdictions. We
have built on our relationship with UK regulatory bodies, including the Prudential Regulatory Authority and
the Financial Conduct Authority, and our meetings have
served to significantly enhance our relationship and develop a strong and robust working-level collaborative
approach.

We were involved, via the Group of International Financial Centres (GIFCS), in the establishment of the Stand- Our participation in a number of supervisory colleges
ard of Regulation for Trust and Company Services Pro- has served to further enhance the cooperation arrangeviders which was adopted in September 2014.
ments with other regulatory bodies, and we have also
During the period, responsibility for the pension sector assisted a number of external regulators in relation to
was covered by the team. The latter part of the financial joint initiatives.
year saw an increased focus on pension-related service
providers as a result of key issues that had been identified regarding the depth and breadth of the capability
and capacity within the sector. A substantial amount of
supervisory time was taken up with a particularly significant enforcement case in this area.

In addition, we have embarked on an intensive engagement programme with local industry players across the
board and spectrum of areas that we are responsible
for. This started with the roadshows that we delivered
on the strategic plan, the workshops on our new authorisation approach and the industry focus groups on the
website. We have also increased our engagement with
local industry bodies on directive related matters, policy
development and the regulatory landscape more generally.

Collaboration with the Institute of Chartered Accountants in England and Wales (ICAEW) in relation to the
quality assurance reviews of auditors has continued and
the support contract governing this arrangement was
renewed in January 2015.
We signed the IOSCO MMoU in September 2014 and as
at 31 March 2015 had signed 6 AIFMD MoUs with reguStakeholder Engagement
lators in Mauritius, Thailand, Mexico, Australia, SwitzerUnderpinning our approach to international and local
land and the United Arab Emirates. We continue to enengagement is a focused communications and engagegage bilaterally with other regulators with a view to
ment strategy that aims to deliver during 2014/15 and
putting in place similar arrangements. We have also enbeyond, effective, appropriate and suitably resourced
tered into MoUs with the Labuan regulator and the Royfunctions. A key emphasis is developing both our interal Gibraltar Police.
nal and external communication channels and tools including our website, our publications, and the way we We have revised our approach to evaluating and ascommunicate key messages. We have also developed sessing EU and international initiatives in order to prean online press office that allows for fast and effective pare and adapt accordingly in a proactive, rather than
reactive, manner.
response to media enquiries.
There has been a significant level of engagement both
locally and internationally and we have strengthened
our engagement with all of our stakeholders. There has
been specific focus on our interaction and access to in-
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A committee of senior staff from across the policy, strategy, and regulatory operations teams assesses the potential operational impact of any international or EU
initiative on the GFSC and regulated firms, and identifies
the impact to our regulatory objectives, whilst taking
into account timing deadlines regarding implementation. Action plans are then developed in the context of
these factors and, where relevant, these include comprehensive engagement campaigns.

The Direction of our Policy Work
Our policy function has concentrated on working with
the Government of Gibraltar to deliver a coherent and
cohesive approach to the statutory powers of the GFSC
through the review of the legislative framework for financial services regulation. The Legislative Reform Programme (LRP) was announced in January 2015 and is
aimed at delivering a consistent application of risk-based
regulation, capable of responding flexibly and in a timely
manner to changes in the market, EU policy developments and Government of Gibraltar macro and micro
policy decisions. It is expected that the output of the
LRP will result in a simpler and navigable set of standards supported by the appropriate statutory powers including risk-based, enforceable principles and rules on
both firms and individuals, covering, where appropriate,
training and competence requirements that are capable
of flexible adjustment to changing circumstances.

the Deposit Guarantee Scheme Directive and the Mortgage Credit Directive; and has provided policy support in
relation to SII implementation and CRD IV operationalisation, new pensions initiatives, the financial services
ombudsman, and other initiatives such as those in the
digital currency space.
A number of consultation and information papers have
been issued during the period. This included consultation on the AIFM Remuneration Code, annual fees and
the SII levy, as well the LRP paper which set the scene
for the reform programme.

Protecting Consumers
The Enforcement function as a distinct, separate function has started to develop and take shape during the
second half of the financial year. A strategic assessment
of our approach to enforcement has been completed,
and focus remains on maintaining the balance between
the longer term development of an enforcement strategy and key processes and policies, alongside the timely
progression of day to day enforcement cases.

The function has taken over conduct of key complex enforcement work, and work continues on increasing the
capacity and capability that is required in order to be
able to deliver on all aspects of the function's development. The delivery of this has been strengthened with
the appointment of Michael Lynch as Head of EnforceWe have continued to develop and grow our ability to ment, and is expected to be further bolstered once the
support and lead the development of policy across the Director of Legal, Enforcement & Policy is in post.
organisation and have adopted a forward facing apThe team has been working closely with Regulatory Opproach to EU and other international initiatives, as well
erations on matters which may lead to enforcement,
as Government and industry initiatives, with a focus on
and this collaborative approach has enabled the full
ensuring preparedness to understand, and safely meet,
identification of issues and the early setting of case dithe challenges and opportunities that these initiatives
rection and procedural approach.
may present. Our competencies in this area have been
strengthened in order to provide the appropriate policy One major case which commenced in 2013 and has consupport across the authorisation, supervision and en- tinued to take up resources during 2014 and 2015 relates to Advalorem Value Asset Fund Limited
forcement functions.
("Advalorem"), where regulatory action was taken
Over the course of the financial year the team has been
against certain directors in the public interest and to
involved in the transposition and implementation of the
protect investors and in particular to address what we
Banking Recovery and Resolution Directive; has led on
considered were serious and significant corporate govpolicy discussions relating to a number of EU Directives
ernance failings.
including the Alternative Dispute Resolution Directive,
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The GFSC's decisions were appealed, and in a judgment
of 29 April 2015, the Supreme Court of Gibraltar dismissed both appeals against the GFSC’s 12 December
2014 decisions.

Where necessary and desirable, the services of experienced technical experts in certain fields have been contracted. This is helping us to build capability and competency in those areas where an immediate need for this
exists, with training and knowledge transfer being prioriThis sent an important signal of both our ability to protised.
vide a credible deterrent to wrongdoing, and our approach to ensuring that there are real and meaningful A significant amount of work has been carried out
consequences where this occurs. The focus of this ap- throughout the year in supporting our balanced budget
proach is to ensure that our processes are transparent, approach. The appointment of a full-time Financial Conconsistent and fair. We continue to encourage and facil- troller reflects the importance that we have placed on
itate compliance with regulatory principles and require- this function and also reflects the additional complex
ments, providing guidance where necessary to the regu- challenges faced and our more sophisticated approach
lated community and dealing with perimeter issues, to management of finances and accounts. Significant
whilst seeking to achieve appropriate outcomes via our work has also been carried out on financial modelling for
enforcement actions.
the organisation’s operation and change programme.
A total of 8 regulatory warnings and 2 statements relating to decision notices have been published during the
course of the year. Our perimeter work has also continued to come across suspected low-level unlicensed business which in turn is then thoroughly investigated.

A fee consultation paper was issued during the latter
part of the year in relation to the setting of the 2015/16
fee levels. The Government is carrying out a full review
of the fee setting policy during 2015/16 and there has
been, and continues to be, a considerable amount of
liaison and engagement with both Government and inWe have also continued to cooperate with counterparts
dustry on this. The work and engagement of the Finance
and a total of 23 requests for assistance, from or to othCentre Council is proving invaluable in this area. The reer regulators, were processed during 2014.
view is being carried out against the principles of fairOperations – Supporting the Organisation ness, proportionality, transparency and predictability
and with comparison, where necessary, to other compaThe pace at which the organisation is growing and the rable jurisdictions.
new regulatory processes being introduced has required
The IT team has continued to provide a valuable support
a significant amount of staff engagement and support.
function to the rest of the organisation. During 2015 a
This has been delivered by the Human Resources team.
strategic assessment of our technology requirements
A targeted recruitment and selection criteria and strateand data governance and information management apgy has been implemented and we have begun to inproach will be carried out. It is envisaged that we will
crease our use of recruitment tools, such as in-depth job
significantly enhance our infrastructure and upgrade our
profiles, in order to ensure that teams have the necesdata centre with a view to allowing us to adapt to future
sary capability and capacity to carry out functions and
changes we envisage in our IT deliverables.
deliver the required outcomes.

We have also continued to promote our secondment
and internships programmes. The secondment programme is of benefit to both the organisation and the
secondee, as it provides an opportunity for reciprocal
training and knowledge transfer. The internship programme is especially popular with students and helps to
increase knowledge and awareness of the role of the
GFSC and the financial services industry in Gibraltar.
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The Structure of the Gibraltar Financial Services Commission
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Corporate Governance Statement for the year ended 31 March 2015
The Board
The Commission is a statutory body established under the Financial Services Commission Act 2007 (‘the Act’). The
Commission currently has eight members.
Commission members for the period under review were as follows:
Name

Role

Appointment date and term

Mrs Samantha Barrass

Chief Executive Officer

Appointed 17 February 2014

Mr Bruno Callaghan

Non-Executive Director

28 May 2013 – 27 May 2016

Mr Adrian Coles

Non-Executive Director

27 January 2014 – 26 January 2017

Mr Edgar Lavarello

Non-Executive Director

30 July 2012 – 29 July 2018

Mrs Emma Perez

Non-Executive Director

1 October 2012– 30 September 2015

Dr Jonathan Spencer

Senior Independent Director

6 October 2011 – 5 October 2017

Mr John Tattersall

Chairman

1 October 2009 – 30 September 2015

Mr Melo Triay

Non-Executive Director

4 March 2011 – 3 March 2017

The Commission appoints one of its members to be the Chairman of the Commission. Appointment of the Chairman is for a period of one year. Our current Chairman is Mr John Tattersall.
Members may be reappointed Chairman any number of times consecutively. Commission members are appointed
for three years and upon such terms as may be specified in the instrument appointing them. This is renewable.
However, with the exception of the Chief Executive, Members may not be reappointed if they have served a term
of nine years or more.
When there is a vacancy to be filled, the Commission must, within four weeks of the creation of the vacancy, nominate no fewer than three persons to the Minister with responsibility for financial services. Should the Minister decline to nominate a person from the nominations made by the Commission, the Commission shall, within a period
of a further four weeks, nominate no fewer than three further persons.
Should the Minister decline to appoint a person from the nominations made by the Commission, the Minister may
then appoint any person whom he believes to be suitability qualified to be a member of the Commission. If he does
so, such appointment is subject to ratification by a resolution by Parliament.
The wide range of skills attributed to the individuals above enables the Board to achieve the appropriate balance of
experience, independence and knowledge to ensure the Board executes its respective duties and responsibilities
effectively.
Should any conflict of interest arise, a respective policy has been created to address this, as well as documentation
having to be provided by members to detail any conflicts in full. This in turn ensures that the Committee members
are not exposed to any situation which may give rise to a conflict.
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Under Section 6(1) of the Act, the functions of the The Chairman, with the support of the executive direcCommission are:
tors and the CEO, sets the agenda for board deliberations. The board agenda is focused on strategy, perfor
to supervise Authorised persons in accordance
mance, value creation and accountability, and ensuring
with this Act and the Supervisory Acts;
that issues relevant to these areas are reserved for

to consider and determine applications for auboard decision. On a periodic basis the Board:
thorisations, licences, recognitions and registrations made under the Supervisory Acts;

Reviews the GFSC’s Vision, Mission and strategic

to monitor compliance by Authorised persons
objectives;
with such legislation, rules, codes and guidance 
Assesses the planning process;
made under this Act or any Supervisory Acts;

Confirms that Key Performance Indicators are

to monitor compliance by Authorised persons
being developed;
with legislation, rules, codes and guidance re
Monitors performance against set goals;
lating to the prevention of financial crime;

Assesses the leadership structure and decision
to monitor financial services business carried on
making processes;
in or from Gibraltar and to take such appropriate 
Determines and reviews the risk tolerance of the
action as it is empowered to do against persons
organisation;
carrying on such business without the necessary 
Provides leadership and direction in relation to
authorisation, licence or registration;
the GFSC’s Strategic Plan;

to carry out the duties and discharge the func
Provides constructive challenge to senior mantions imposed on, or given to, it under this or
agement and determines whether risks are being
any other Act;
considered appropriately, and;

to determine subject to the approval of the Min- 
Provides advice around tactical ways to improve
ister the terms of service of the Chief Executive;
the efficiency and effectiveness of the GFSC.

to determine the number and skill mix of employees required by the Commission to carry out The Board agenda and supporting documentation is
its functions and to determine their terms and
provided to members in advance of the scheduled
conditions of employment;
meeting in a timely and appropriate manner by the

to monitor and oversee the performance by the Secretary to the Board. There is a clear division of reChief Executive of all functions delegated to him sponsibility between leading the Board and the execuby the Commission
tive responsibility for the running of the organisation.

to approve the annual estimates of income and
An update is provided to the Board on performance
expenditure to be furnished to the Minister; and
against the business plan, the business change pro
in respect of those areas of financial services
gramme and the strategic direction of the organisation
business where Community law applies, to suat each meeting. The Commission scrutinises managepervise and regulate financial services business
ment performance, including the attainment of agreed
carried on in or from Gibraltar in accordance
goals and objectives.
with Community obligations and in those areas
to establish and implement standards and super- All newly appointed members to the Commission revisory practices which match the standards and ceive a formal and tailored induction which is delivered
supervisory practices governing the provision of by the Chief Executive, Secretary to the Board, and senior members of staff at the Commission. There is also
financial services within the United Kingdom.
an opportunity to meet with other members of staff at
this time.
The Commission met 4 times in the last year.
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To ensure that the Board members have the skills and knowledge required to fulfil their role on both the Board
and on Board committees, the Commission ensures that they receive regular industry and regulatory update
briefings. Furthermore, all Board members are briefed on a quarterly basis on forthcoming legislation and regulatory developments. On an annual basis the Board holds at least one Blue Skies session and this provides an
opportunity to discuss strategic matters for the year ahead. A Blue Skies session was last held in December
2014. This focused on future challenges from the EU and Government marketing of the Gibraltar financial services sector.

Board Committees
The Board has established the following standing committees:




Audit and Risk Committee
Performance and Remuneration Committee
Nomination Committee
Budget Review Committee

Each standing committee has specific written terms of reference issued by the Board and adopted in committee. 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, committee structure and operations and committee reporting to the Board.
Audit and Risk Committee

Performance and Remuneration Committee

Nomination Committee

Budget Review Committee

Dr Jonathan Spencer
(Chairperson)
Mr Adrian Coles
Mr Edgar Lavarello

Mrs Emma Perez
(Chairperson)
Mr John Tattersall
Mr Bruno Callaghan

Mr John Tattersall
(Chairperson)
Mr Edgar Lavarello
Mr Melo Triay
Mrs Samantha Barrass

Mr Melo Triay Chairperson)
Mrs Emma Perez
Dr Jonathan Spencer
Mrs Samantha Barrass

Audit and Risk Committee
An Audit and Risk Committee has been in place since 2004. The role of this committee is to assess the Commission’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 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.
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Budget Review Committee
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 Commission. 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 Commission. The Committee met once during the
year under review.

Nomination Committee
The Nomination Committee leads the process for the appointment of Commission Members, including the
Chief Executive, and makes recommendations to the Commission as appropriate.
By statute, the power to remove the Chief Executive rests jointly with the Minister and the Commission. The
Committee also looks at succession planning. The Nomination Committee met twice in the year under review.

Performance and Remuneration Committee
The Performance and Remuneration Committee reviews the performance of the most senior executives
against the aims and objectives set for them. The Committee will also, when necessary, make changes to senior
executives’ terms and conditions.

Board Evaluation
The Board evaluates its own performance and effectiveness and the Chairman’s performance on an annual basis. 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. The Board Charter which sets out the
authority, responsibilities, membership and operation of the Board has been reviewed and updated over the
past year to ensure it continues to be relevant.

25

The Board Members
Mr John Tattersall MA FCA (Chairman) is a former senior client relationship partner of PricewaterhouseCoopers LLP in the United Kingdom, where he was head of their Financial Services Regulatory Practice for many years. He is a non-executive director of UK Asset Resolution Limited and
its subsidiaries Bradford & Bingley PLC and NRAM PLC, of UBS Limited, of CCLA Investment Management Limited, of R Raphael & Sons PLC, of the South East Institute for Theological Education,
and of Retail Charity Bonds PLC (of which he is also Chairman). He also Chairman of the Court of
the Royal Foundation of St Katherine and of the Oxford Diocesan Board of Finance. In 2008 he
was awarded the “Compliance Personality of the Decade” award by Complinet. He is a nonstipendiary priest in the Church of England.

Mrs Barrass took over 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 Commission 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 CB MA DPhil is currently Chair of the Church of England Pensions Board and
Deputy Chair of East Kent Hospitals University Foundation Trust. 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. Dr Jonathan Spencer is the Senior Independent Director of the
Commission.

Mr 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 managing captives and third party writers. Mr Callaghan sits on various captive boards and is a Director
of Tradewise Insurance Company Gibraltar as well as having previously held 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 and was Chairman of the UKGTA.
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The Board Members
Mr 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 a nonexecutive director, and Chairman of the Conduct Risk Committee, at the Progressive Building
Society, a major savings and mortgage provider in Northern Ireland. He is also Senior Independent Director 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 is also a trustee of the pension schemes run by the BSA
and the Progressive Building Society.

Mr 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.

Mrs Emma Perez is the Chief Executive Officer of SG Hambros Bank in Gibraltar and has comprehensive knowledge of the banking industry and has previously held the post of president of
the Gibraltar Bankers Association. In 2009 Mrs Perez was judged one of Wealth Bulletins’ 40
rising stars under 40.

Mr Joseph E (Melo) Triay LL.B (Hons) is the Managing Partner at the law firm Triay & Triay and a
director of T&T Management Services Limited, its fiduciary arm. He is a member of Honourable
Society of the Middle Temple, the General Council of the Bar of Gibraltar and the Gibraltar
Funds & Investments Association, and is one of the Bar Council representatives of the Financial
Centre Council. He also has extensive experience in litigation and advising in financial services
generally including various collective investment schemes and funds incorporated in Gibraltar.
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Financial Statements

28

Auditors Report
INDEPENDENT AUDITOR'S REPORT

TO THE

FINANCIAL SERVICES COMMISSION

Report on the financial statements
We have audited the financial statements of the Financial Services Commission (“the Commission”) for the year
ended 31 March 2015 which comprise the income and expenditure account, the balance sheet and the related
notes to the financial statements. These financial statements have been prepared under the accounting policies
set out therein.
This report, including the opinion, has been prepared for and only for the Commission as a body in accordance
with Section 16 of the Financial Services Commission Act 2007 and for no other purpose. We do not, in giving
this opinion, accept or assume responsibility for any other purpose or to any other person to whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Commission’s responsibilities for the financial statements

The Commission is responsible for the preparation and true and fair presentation of these financial statements
in accordance with applicable law in Gibraltar and Gibraltar Accounting Standards (“Gibraltar Generally Accepted Accounting Practice”). This responsibility includes: designing, implementing and maintaining internal control
relevant to the preparation and true and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibilities
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal controls relevant to the Commission’s preparation and true and
fair presentation of the financial statements 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. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.
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Auditors Report
INDEPENDENT AUDITOR'S REPORT

TO THE

FINANCIAL SERVICES COMMISSION

Opinion
In our opinion the financial statements:
 give a true and fair view, in accordance with Gibraltar Generally Accepted Accounting Practice, of the
state of the Commission’s affairs as at 31 March 2015 and its surplus for the year then ended;
 have been properly prepared in accordance with the Financial Services Commission Act 2007 and other applicable legislation.
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
Chartered Accountants & Statutory Auditor
Merchant House

22/24 John Mackintosh Square
Gibraltar

31 July 2015
“Neither an audit nor a review provides assurance on the maintenance and integrity of the website, including controls
used to achieve this, and in particular whether any changes may have occurred to the financial information since first
published. These matters are the responsibility of the Commission but no control procedures can provide absolute
assurance in this area.
Legislation in Gibraltar governing the preparation and dissemination of financial information differs from legislation
in other jurisdictions.”
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GIBRALTAR FINANCIAL SERVICES COMMISSION
INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 MARCH 2015

Notes

2015
£

2014
£

INCOME
Fees receivable

3

3,798,334

3,296,267

Contingency Fund

4

186,173

-

Solvency II

4

429,500

-

4,241

3,896

4,418,248

3,300,163

2,871,770

2,787,523

Establishment costs

314,608

289,850

Other operating expenses

208,024

179,158

Interest receivable

TOTAL INCOME

EXPENDITURE
Staff expenses

5

Commission members’ fees

6

126,023

125,254

Legal and professional fees

7

1,198,149

233,068

9,225

7,000

21,748

35,521

(77)

95,890

(4,749,470)

(3,753,264)

560,000

515,513

Auditor’s remuneration
Depreciation

8

Bad debt (write back)/write-off

TOTAL EXPENDITURE

HM Government of Gibraltar subvention

SURPLUS FOR THE YEAR

12

13

228,778

£

62,412

There are no recognised gains or losses 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 surplus stated above and the historical cost equivalents.
The notes on pages 33 to 43 form part of these financial statements.
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GIBRALTAR FINANCIAL SERVICES COMMISSION
BALANCE SHEET
AS AT 31 MARCH 2015
2015
£

Notes

2014
£

FIXED ASSETS
Tangible assets

8

48,696

28,071

CURRENT ASSETS
Debtors and prepayments
Cash at bank and in hand

9
10

212,339
1,141,189

640,024
486,966

1,353,528

1,126,990

(1,192,636)

(1,174,251)

160,892

(47,261)

£ 209,588

£ (19,190)

23,180
186,164
244

(19,190)
-

£ 209,588

£ (19,190)

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE
YEAR

11

NET CURRENT ASSETS/(LIABILITIES)

NET ASSETS/(LIABILITIES)

FINANCED BY:
RESERVES
General Fund
Contingency Fund
Solvency II Fund

13
13
13

The financial statements on pages 29 to 43 were approved by the Commission on 31 July 2015 and signed on its
behalf by:
Samantha Barrass

John Tattersall

Chief Executive Officer

Chairman
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GIBRALTAR FINANCIAL SERVICES COMMISSION
NOTES TO THE FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES
Basis of accounting
The financial statements are prepared in accordance with Gibraltar Accounting Standards. The particular accounting policies adopted by the Commission are described below.

Accounting convention
The financial statements are prepared under the historical cost convention.
Cash flow statement
The Commission is exempt from the requirement to prepare a cash flow statement under the provisions of Gibraltar Financial Reporting Standard 1 (Revised) on the grounds of the Commission’s size.
Income
Income from annual renewal fees are invoiced for the year in advance and are not refundable. These fees
are a

counted 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 as well as ad hoc fees are accounted for on an invoiced basis.
Interest receivable is accounted for on an accruals basis.
Depreciation
Depreciation has been calculated so as to write off the cost of fixed assets on a straight line basis over their
ex-pected useful economic lives at the following annual rates:
Office furniture

20%

Office equipment

20%

Computer equipment

331/3%

Leasehold Improvements
As in previous years, 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.
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GIBRALTAR FINANCIAL SERVICES COMMISSION
NOTES TO THE FINANCIAL STATEMENTS

PRINCIPAL ACCOUNTING POLICIES (continued)
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.
During the year ended 31 March 2015, the Commission set up the Contingency Fund and Solvency II Fund as subfunds of the General Fund. There are currently no other sub-funds.

Authorised Administrator Creditor Balance
The Authorised Administrator creditor balance in 2014 represented the Authorised Administrator fees less:

a)The amounts recovered from licensees in the form of a special levy chargeable to entities who benefitted from
a transfer of companies and trusts, and
b)An annual contingency fee payable by all licensees, which amounts to 10% of their annual licence fees.
These fees were excluded from the income of the Commission.

Going concern
Excluding the contingency fund and the Solvency II fund, as shown in notes 4 and 13, the Commission made a surplus for the year of £42,370 and as at the balance sheet date, had GFSC cash reserves of £955,025.

The Commission is satisfied, having reviewed its budgets and cash flow projections for the coming year that it will
have sufficient assets to meet its liabilities as and when they fall due.
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.

TAXATION

Under the provisions of the Financial Services Commission Act 2007, the income of the Commission is exempt
from income tax.
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3. FEES RECEIVABLE
2015
£

2014
£

1,725,400

1,375,675

Insurance Companies Act

365,542
1,303,318
404,074

371,438
1,302,018
247,136

£

3,798,334

Financial Services Acts
Banking Act
Others

£

3,296,267

4. CONTINGENCY FUND AND SOLVENCY II FUND

Included within the income and expenditure account of the Financial Services Commission are amounts in relation to the establishment of the Contingency Fund and the Solvency II Fund. Details of income and expenditure
on these funds are shown below:
Contingency Fund
INCOME
Fees receivable
EXPENDITURE
Bank charges

SURPLUS (note 13)

£

Solvency II
INCOME
Fees receivable
EXPENDITURE
Professional Support and Consultancy (note 7)
Bank charges

SURPLUS (note 13)

£

2015
£

2014
£

186,173

-

9

-

186,164

£

-

2015
£

2014
£

429,500

-

429,247
9

-

429,256

-

244

£

-
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GIBRALTAR FINANCIAL SERVICES COMMISSION

NOTES TO THE FINANCIAL STATEMENTS

4.

CONTINGENCY FUND AND SOLVENCY II FUND (continued)

During the year, and in anticipation of the commencement of the Contingency Fund legislation, the excess recoveries on the Authorised Administrator levy have been transferred to a separate bank account.

5.

STAFF EXPENSES

Salaries

Social security costs
Pension costs

2015
£

2014
£

2,309,726

2,008,407

83,399

74,245

223,016

214,801

-

82,348

255,629

330,085
77,637

CEO Recruitment
Former CEO additional contractual payments on retirement
Other staff costs

£

2,871,770

£

2,787,523

The current Chief Executive Officer, Samantha Barrass, received total remuneration of £250,000 (2014:
£31,250).
The average number of employees for the year was 51 (2014: 47).
2015

2014

Regulatory

34

36

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

17

11

Total staff employed

51

47
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6. COMMISSION MEMBERS’ FEES

Fees paid to the Members of the Commission were as follows:
2015
£

2014
£

Bruno Callaghan

16,438

13,192

Adrian Coles

16,438

2,213

-

3,146

Edgar Lavarello

16,438

16,337

Emma Perez

16,438

16,337

Jonathan Spencer

16,438

16,337

John Tattersall

27,395

17,813

Joseph Triay

16,438

16,337

-

23,542

Nigel Feetham

Alan Whiting

Appointed term ended 27 May 2013

Appointed term ended 26 January 2014

£

126,023

£

125,254

John Tattersall was made Chairman following the end of the appointment term of Alan Whiting.
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7.

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.
2015
£

2014
£

28,641

-

Grant Thornton (Gibraltar) Limited

-

10,000

Government Actuaries Department

-

(23)

Hassans International Law Firm

-

1,600

21,561
78,800
159,409

43,888
20,000
-

Isolas

14,585

18,820

Jobejo Limited

30,920

36,981

LIR I&R Limited

20,570

46,805

9,138

-

104,514

26,749

3,465

-

-

10,800

212,396

-

-

1,225

78,132

11,997

6,771

4,226

768,902

233,068

429,247

-

Bloomfield Financial Consultancy Limited

The Institute of Chartered Accountants in England and Wales
Insurance Support
Influence Inc.

Norton Rose Fulbright
Peter Caruana QC
Rampart Corporate Advisors Limited
Savills
SEW Consulting Limited
Triay & Triay

Triay Stagnetto Neish
Others

Solvency II expenses – Professional Support and Consultancy
(note 4)

£

1,198,149

£

233,068
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8.

TANGIBLE ASSETS
Office
furniture
£

Office
equipment
£

Computer
equipment
£

Cost
As at 1 April 2014

93,855

42,535

187,381

Additions

21,516

3,202

17,655

115,371

45,737

205,036

366,14
4

85,457

42,328

167,915

Charge for the year

8,100

386

13,262

295,70
0
21,748

As at 31 March 2015

93,557

42,714

181,177

As at 31 March 2015

Depreciation
As at 1 April 2014

9.

Total
£
323,77
1
42,373

317,44
8

Net book value
As at 31 March 2015

£

21,814 £
,

3,023 £

23,859 £ 48,696

As at 31 March 2014

£

8,398 £

207 £

19,466 £ 28,071

DEBTORS

Trade debtors
Receivable from HM Government of Gibraltar
Other debtors and prepayments

£

2015
£

2014
£

29,644
182,695

25,863
518,195
95,966

212,339

£

640,024
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10.

CASH AT BANK AND IN HAND
2015
£

2014
£

General Fund – current and deposit accounts

955,025

486,966

Contingency Fund – current account

186,164

-

£

1,141,189

£

486,966
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11.

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
2015
£

2014
£

122,073

-

37,954

-

1,032,609

788,078

Authorised Administrator fees - excess costs recovered

-

186,173

Government of Gibraltar loan

-

200,000

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

£

1,192,636

£

1,174,251

Government of Gibraltar loan
On 24 March 2011, the Government of Gibraltar made available to the Commission an unsecured, interest free
advance of £400,000. During March 2014, the Minister for Financial Services agreed to a subvention to enable
the Commission to settle the remaining balance on the advance in its entirety. The balance was subsequently
paid off in August 2014.

Authorised Administrator fees – excess costs recovered
In accordance with the Financial Services (Temporary Administration of Companies) Act 2010, the Commission
previously collected fees from licensees and certain other parties to reimburse the costs incurred by the Authorised Administrator. In anticipation of the establishment of the contingency fund, the excess recoveries on
the Authorised Administrator levy have been transferred to the contingency fund balance.
The movements on the Authorised Administrator fees and the related debtor are therefore as follows:

As at 1 April
Recovered as part of annual fees
Recovered from firms to whom companies have trusts
transferred
Transferred to Contingency Fund (note 4)

As at 31 March

£

2015
£

2014
£

(186,173)

144,382

-

(271,627)

186,173

(58,928)
-

-

£

(186,173)
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12.

HM GOVERNMENT OF GIBRALTAR SUBVENTION
In December 2014, the Government of Gibraltar paid the Commission a subvention of £560,000, intended
to be the first of a series of payments (2014: Principal subvention of £475,000 and additional payment of
£40,513 to reimburse the Commission’s costs in relation to establishing IT systems for the application of
the Capital Requirements Directive IV.)

13.

SURPLUS FOR THE YEAR AND RESERVES
General
Fund
£

Contingency
Fund
£

Solvency II
Fund
£

Total
£

As at 1 April 2014

(19,190)

-

-

(19,190)

Surplus for the year

228,778

-

-

228,778

(186,408)

186,164

244

-

23,180

186,164

244

209,588

Allocation to other funds

As at 31 March 2015

14.

£
£

LEASE COMMITMENTS

The Commission leases a property for its own occupation.
Annual rentals payable under this lease are as follows:

2015
£

2014
£

Operating leases which expire:
After five years

£

220,265

£

212,020
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15.

RELATED PARTY TRANSACTIONS
During the years ended 31 March 2015 and 31 March 2014, the Commission had the following related
party transactions:

G and JB Hotels Limited (The Caleta Hotel) 1
Callaghan Insurance Brokers Ltd

Triay and Triay

1

2

Hassans3

2015
Expenses
£

2014
Expenses
£

5,246

2,452

6,333
-

5,428

-

1,600

1,225

Bruno Callaghan, who is Board member of the GFSC, is a Director of these companies.
2
Joseph Triay, who is a Board member of the GFSC, is a partner of the firm.
3
Nigel Feetham, who was a Board member up to 27 May 2013, is a partner of the firm.
The above list excludes any licence fees payable to the GFSC.
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Annex 1 – Report on Audit Supervision
Introduction
Part VI Section 29(l)(i) of the Financial Services (Auditors) Act 2009 requires that the overall results of the quality
assurance control system be published annually. The detail set out below related to the reviews commenced during the financial year ending 31 March 2015.
The quality assurance reviews carried out are the equivalent of the risk assessments carried out for other sectors
that the GFSC regulates and supervises. These reviews do not follow the standard risk assessment process of the
GFSC as the approach and scope towards assessing Auditors is very different. As the name suggests, the reviews
work towards ensuring high quality audits within Gibraltar. This is carried out through an assessment of compliance with applicable auditing standards and independence requirements and also an assessment of the internal
quality control system of the Auditor, supported by adequate testing of selected audit files.

The team has again continued to work closely with the Institute of Chartered Accountants in England and Wales
(ICAEW) to develop the programme of inspections. The support contract between the GFSC and the ICAEW has
been renewed as of January 2015.
The quality assurance reviews focus on assessing compliance with the regulatory framework for auditing in Gibraltar, including compliance with Auditing Standards, the International Standard on Quality Control 1 (ISQC1) and
the International Ethics Standards Board for Accountants (IESBA) code of Ethics.
Some of the findings and concerns identified during the audit inspections carried out during the year ended 31
March 2015 are provided below:
Audit Evidence and Documentation
The reviews focused on the sufficiency and appropriateness of the audit evidence documented to support the
judgements made in reaching the audit opinions. Whilst documentation was found to be adequate, some aspects
were in need of improvement, be it minor or more significant.

Ethics and Independence
Auditors needed to consider the independence on each audit engagement and ensure that appropriate safeguards are implemented in accordance with the IESBA Code of Ethics. The independent threats that have been
apparent in Gibraltar often relate to long association and the provision of non-audit services. In some cases, there
was a need for the quality control reviewer to be replaced. Generally, no significant threat was found.

Monitoring
Where monitoring was concerned, the approach taken was found to be appropriate, despite minor considerations, which have since been addressed.

44

Published by:
Gibraltar Financial Services Commission
PO Box 940
Suite 3, Ground Floor
Atlantic Suites
Europort Avenue
Gibraltar
www.fsc.gi
© FSC 2015
Photos © Javier Amian 2015

45

