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Chairman’s Report
Chairman’s Report for the year ended 31st March 2016
This is my first report since taking over as Chairman and covers the second year
of the strategic plan with developments continuing apace. The year has not,
however, been without its challenges. Our remit has expanded and we are now
a financial and fiduciary services regulator, a professional services regulator, a
payment services regulator, a listing authority and will shortly also be a
resolution authority. The GFSC’s role is becoming more complex and this
poses challenges for its staff in terms of skill base, the level of resources
required, and the overall governance of the organisation.
The result of the recent EU Referendum has understandably generated
uncertainty which itself poses challenges. The nature of the UK and Gibraltar’s
future relationship with the EU is yet to be determined and negotiations are
likely to be a lengthy process. In the meantime, we are committed to ensuring
that business will continue and that until such time as the legal position changes, consumers and depositors
continue to be protected by EU laws, businesses are still able to rely on access to the EU markets, and the
organisation will continue to regulate and supervise to, and comply with, EU requirements.
Our work on the international scene has continued and we continue to strengthen our ties with other regulators
and standard setting bodies. I have very much welcomed our approach to stakeholder engagement across the
spectrum and believe that this should continue.
Steady progress is being made with the Legislative Reform Programme, a huge project which will bring together 95
pieces of legislation and regulation into one document. This will provide a cohesive and consistent framework for
financial services regulation in Gibraltar. We are working towards consultation later this year.

Our Funding
The fundamental Funding Review carried out over the last few months allowed us to take a good look at, and
re-evaluate, the methodology underpinning our income from the financial services industry, and also to ensure
that we are properly and appropriately funded in order to enable us to supervise and regulate to international
standards. I am very pleased with the level of consultation that was carried out and commend the work of the
GFSC staff involved in this exercise.
We now have a fee-setting methodology and policy that is forward-looking and allows the organisation to deliver in
an effective and efficient manner. I am grateful to the Government of Gibraltar for its continuing support and
welcome the public commitment made by the Chief Minister in this regard.

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;
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 the protection of consumers; and
 the reduction of financial crime.

Currently, Gibraltar remains a full member of the EU Internal Market in Financial Services and is subject to the full
set of EU financial services directives. 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 equate to the standards and supervisory practices governing
the provision of financial services in the United Kingdom.
The level of harmonized regulation in several sectors has increased, for example, with the advent of Solvency II,
the Mortgage Credit Directive and the Audit Directive and Regulation. This means there are greater demands from,
and expectations of, the European Commission on competent authorities and a greater threat to our reputation if
we do not meet these challenges. I am confident that we will continue to rise to the challenge and welcome the
work that has been done not only as part of the Legislative Reform Programme but also in the development our
risk management framework and our supervisory and enforcement approaches.

Our Structure
The Commission comprises eight members including the Chief Executive Officer. The other members, including
myself, are all non-executive. During the year, John Tattersall, the outgoing Chairman stood down when his term of
office came to an end, in December 2015. I would like to thank John for his contribution to the work of the
Commission over the years and I was honoured to be elected to succeed him. Mr Paul Sharma joined the board
and brings with him invaluable insight and experience.
Details of all the Commission members and the Board’s sub-committees, together with details of our senior
management team can be found later in this report and also on the Commission’s web-site: www.fsc.gi

The Future
We continue to be a small regulator that must meet the same level of requirements and rise to the same
challenges as much larger counterparts elsewhere in Europe. We must endeavour to continue meeting these
expectations with the resources that are available to us and in this regard I am pleased that the progress and
milestones reached as part of our strategic plan and business change programme place the organisation in good
stead to do so.
The Board and I are very grateful to Samantha Barrass and to all the Commission staff for the unstinting efforts in
what has been a very challenging year.

Dr Jonathan Spencer
Chairman
27 July 2016
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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
2016
This is my third report since taking up post in February 2014 and the first I
write since the results of the EU Referendum became known on Friday
24th June.
The main feature of the current environment is the sheer extent of the
‘unknowns’: the terms of the likely exit; when an exit might happen; and
the shape of any transitionary period, if there is one. We can, however,
expect the process to take a long time, a minimum of two years, and
during that time we will continue to be in the EU retaining all the rights
and responsibilities that being a part of the EU entail.
Therefore, not only does the job of implementing current and impending EU
requirements continue, there is now additional emphasis on the importance
of that job given the referendum result. Why so? The first reason is that nearly all of what we see in EU
requirements comes about as result of or alongside global standard setting since the 2008/9 financial crisis.
Whatever happens, Gibraltar should plan on remaining an exporter of financial services, whether that is to the UK,
the EEA or outside the EEA. In each case, we must export those services to the standards required in those other
markets. The second reason is that it is sensible to work on the basis that at least some access to the EU for
financial services, on a similar basis to that enjoyed at the moment, will be negotiated successfully by the UK and
that that access will include Gibraltar. Proceeding on this assumption must obviously entail keeping up to date on
EU requirements, avoiding costs to business from delays arising from the need to catch up on where the EU has
moved to. Finally, Gibraltar should be able to expect to retain open access to the UK market, delivering financial
services in that market to the standards expected in the UK. These standards may be different in detail to the EU,
they may be more or less onerous; but for now implementing EU standards keeps us well positioned to move
quickly to meet any UK-specific requirements.
For all these reasons, and more generally to continue to deliver the Gibraltar calling card of responsive regulation
delivered to rigorous standards, it will be important for the GFSC, the industry and the Government to keep our
collective foot on the pedal: we must take extra care to protect our reputation in the times to come.
The strategic direction adopted over the last two years and the change programme the GFSC has continued to
implement over this past year, as detailed in this report, puts us in a strong position to meet the challenges ahead.
Although we still remain one of the smallest financial regulators, particularly against the breadth of our remit, the
recent investment in staff, capacity and capability; and re-engineering and building of new risk-based approaches to
authorisation, supervision and enforcement, in hindsight has proved prescient. At the right time for Gibraltar we
are on track to ensure that we deliver efficient and effective regulation, with the right level of capability and
capacity in the right places. We are well placed to support the jurisdiction in these uncertain times, allowing us to
be ahead of the important risks and well prepared for any future developments.
An important element is our responsiveness as a regulator, working closely and pragmatically with the industry, the
Government and other stakeholders more generally. Critical in this regard is bringing to bear the necessary
experience to deal swiftly with business plans which are not consistent with delivering financial services to good
standards, as well as supporting safe swiftness to market for those which are.
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In this regard, our launch earlier this year of a team focused on working with start-ups and new innovation as well
as the establishment of a separate reserve fund to make sure that we have the flexibility to bring to bear necessary
expert resources to support this work, is particularly important: it puts us in a strong position to support safe
innovation in financial services that contributes sustainably to the Gibraltar economy, whilst not jeopardising
Gibraltar’s reputation.
Finally, I would like to thank the Board and the staff at the GFSC for their incredible hard work over the past year.
Organisations such as ours rely heavily on our people and in our case, the dedication of the Board and staff to our
goals - including much discretionary time over this past year - has contributed significantly to the gains made.
As we enter our 25th year, our focus will be on bringing that dedication to bear in Gibraltar’s continued growth and
success, working with the industry and the Government to navigate through uncertain times. We will be marking
our 25th year, not by throwing parties, but through every staff member contributing personal time to a programme
of charity and community work and fun that celebrates 25 years of supporting Gibraltar.

Samantha Barrass
Chief Executive
27 July 2016
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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
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Introduction

The GFSC’s role
The GFSC is the regulator of an international financial
services centre, regulating providers of financial
services conducted in both Gibraltar and other
jurisdictions, such as the UK.
Our vision is to be recognised by our stakeholders as
the model international financial services regulator
and our mission is 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 financial centre.
Underpinning the vision and mission statement are
the regulatory objectives which are set by statute.
Namely, these are:
 The promotion of market confidence;

 To facilitate innovation;
 To maintain competitiveness;
 To minimise adverse effects of regulation.

Strategic Direction
The Strategic Plan published in October 2014, and
summarised in last year’s annual report, sets out the
vision for the direction, development and progress of
the organisation.
The strategic plan sets out our five objectives:
Objective one:
Ensure we continue to be, throughout this period and
thereafter, a competent regulator, ahead of the
important risks, well prepared for Government of
Gibraltar, EU and international initiatives, and
acknowledged as expert in the markets regulated.

 The reduction of systemic risk;

Objective two:

 The promotion of public awareness;

Ensure we are an effective, professional cross border
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 firms operate.

 The protection of the good reputation of

Gibraltar;
 The protection of consumers;
 The reduction of financial crime.
In carrying out our functions, the GFSC is mindful of
the need to operate in a manner which is consistent
with the following principles of good regulation:
 The effective use of resources;
 The application of proportionality;

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.
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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.
The ultimate delivery of these objectives underpins the
3 year business change programme that we
embarked on in late 2014. We are now just past the
mid-way point of that 3 year programme. Substantial
progress has been made in ensuring that the
organisation is able to operate at a capacity and
capability level that allows it to meet the demands it
faces as a regulatory body.

Where we now are as an organisation
The organisation commenced its restructure in early
2015. An integral part of this was the delivery of
appropriate resources in a wide range of areas, with a
focus on strengthening middle management and
sector-specific technical expertise. This has continued
during the year with further significant recruitment in
Regulatory Operations of actuarial and insurance
expertise within the Prudential team; compliance and
regulatory expertise in the Authorisations team; as well
as technical specialists in the Conduct of Business team.
In addition we have also strengthened our risk
management team and separately a Chief Information
Officer was recruited. Peter Taylor took up his position
as Director of Legal, Enforcement & Policy in May 2016
bringing valuable senior leadership and experience to
the team and the organisation as a whole.
Resourcing considerations have also taken into
account ensuring appropriate and sufficient cover for
maternity and any other extended absence.

The organisation is now in a position where we are able
to deliver regulation and supervision in an effective
and efficient manner with the right mix of capacity and
capability, supported with robust processes and
procedures.
Our headcount as at 31 March 2016 was 74. This
represented a 21% increase from the previous year.

Major Developments
Change Programme
To underpin our strategic plan, we embarked on an
ambitious change programme that encompassed
authorisations and supervision, risk management,
enforcement, technology, the organisation’s design,
and the legal and regulatory landscape.
From inception a robust governance approach was
adopted in the delivery of work streams and projects
within the programme with substantial progress having
been made on these during the course of the financial
year. It is anticipated that the change programme will
reach full fruition by the end of 2017.

Key Events and Projects
The Funding Review
During the year we embarked on a full review of the
methodology applied for setting fees. Such a review
had never previously been carried out despite the very
significant changes to the regulatory landscape, the
profile of the financial services sector, market
developments and the level of expansion in our
regulatory remit over the years. This exercise was
carried out against the principles of fairness,
transparency and predictability and aimed at
continuing to build an efficient and focused
organisation.
The review involved a substantial programme of
engagement with relevant stakeholders with an
enhanced and detailed approach to consultation being
adopted which spanned a period of over 8 months.
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All responses were very carefully considered by the
Government and revisions to the proposals were made
as a result. The legislation giving effect to the new
methodology, and applying the new fees, came into
effect on 1 April 2016.

IT and security infrastructure
During the course of 2015 we embarked on an upgrade to both our security arrangements and our IT
infrastructure. These initiatives were in line with our
objective of ensuring that we are a professional
regulator utilising modern and reliable technologies,
operating within a secure environment and adhering
to best practice in both of these areas.

Regulatory Approach
Risk Governance Framework
We have developed a Risk Management Framework
that focuses on the management of the most
significant strategic, operational and regulatory risks
to the organisation’s objectives. The framework is
based on a number of key components that focus on
risk identification, risk management, risk analysis, risk
governance and risk culture. The framework is
underpinned by a set of processes, policies, standards,
disciplines and a cultural attitude, that ensures that
there is good consistent understanding of risk,
focusing our regulatory activity and resource allocation
in those areas which are outside the GFSC’s risk
appetite and tolerance with a focus on how best to
support the safe growth of the jurisdiction.
During the first half of the financial year we piloted a
supervisory approach using this framework and have
now rolled this out across the whole organisation.
Work was also carried out in defining, setting and
monitoring risk appetite and tolerance of the
organisation. There was substantial engagement with
key individuals and advisers within the financial service
industry around risks to the jurisdiction, with the
outputs of this exercise contributing to our Risk
Outlook which was published in April 2016.

Innovation

As part of our response to Gibraltar’s innovative and
entrepreneurial financial services sector, we
established an “Innovate and Create” team in March
2016. The aim of this is to have a single point of
contact for people with new ideas or products in
financial services. The team is made up of a number of
individuals from across the organisation and it has
been set up to help encourage innovation by
supporting those businesses looking to develop and
introduce innovative ideas for financial products or
services into the market.
The team is able to provide support and help new or
non-regulated businesses understand more about our
regulatory framework; provide input to businesses in
the early stages of developing new or existing business
models; assist with applications for licensing or
additional permissions and provide guidance to the
industry on the new and emerging sectors. The team
also actively scans the horizon in order to anticipate
trends.

Authorisations
A dedicated section on our website for Authorisations
went live in May 2015 and was developed with input
from industry. Key features included the ability to
tailor and download the application form by licence
type, as well providing information on the overall
licensing criteria and requirements relevant to each
licence type.
Over the last 12 months, the Authorisations team has
worked hard to develop and implement a more
pro-active approach to communicating with
applicants. This has involved the roll-out of an
enhanced process which provides applicants with status updates every 3 weeks, ensures that the applicant
itself is included in communications in cases where, for
example, an
intermediary is dealing with the
application, and the introduction of interviews.
The application process for Experienced Investor Funds
(EIF) Directors was revised and enhanced and the
application process for Insolvency Practitioners was
also developed.
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As part of our gearing up for the advent of the
Mortgage Credit Directive, a bespoke application
process was also designed to facilitate the
grandfathering of existing mortgage credit providers
and new application forms as well as guidance was
made available to potential applicants.

The banking landscape on the other hand appears to be
on the cusp of change. The establishment of a local
bank to service a real need within the retail sector, as
well as more recently, the advent of a further bank
operating a non-traditional model may be signaling
possible growth in less traditional banking areas.

Prudential Supervision

A number of the transitional measures under CRDIV,
such as the capital conversion buffer and the liquidity
coverage ratio, have now become effective and we
continue to assess how a number of the other
discretionary buffers should be applied. A number of
exercises have been carried out in relation to the
supervisory review and evaluation process and there
has also been considerable liaison with the banking
sector on recovery plans, under both full and simplified
obligations.

The focus of this year has very much been on preparing
for the advent of Solvency II (SII) and the further
operationalisation of banking supervision under both
the Capital Requirements Directive (CRD IV) and the
Banking Recovery & Resolution Directive (BRRD).
The Financial Services (Insurance Companies) (Solvency
II Directive) Act came into force in January 2016 and
brought SII into effect in Gibraltar. In the run up to
January 2016 we have developed our supervisory and
review processes in line with SII and we have
continuously monitored firms’ state of preparedness
and capital positions, as well as carrying out close and
continuous supervision of firms with any potential
forecast deficits. One major aspect of our SII work has
involved establishing group supervision arrangements
and here we have liaised closely with the European
Insurance & Occupational Pensions Supervisor (EIOPA).
In the insurance arena, the largest sector continues to
be motor and we do not foresee major changes to this
although there has been some growth in other areas
within the sector.

A significant amount of work has also been carried out
to develop the calculations for the funding
requirements of the Deposit Guarantee Scheme
Directive (DGSD) and the BRRD.

Conduct of Business Supervision
We embarked on our first major thematic review. This
focused on EIF directors, with our work emphasising
the significance of the role and the need for EIF
directors to be able to demonstrate a good
understanding and grip on key risks to consumers as
well as the reputation of the jurisdiction.
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The thematic review was comprised of: a set of
publications which focused on expectations regarding
matters such as oversight, corporate governance, risk
management, and conflict of issues; a number of
compulsory case study-based workshops; and individual
interviews with each EIF director. It is anticipated that
the outcomes will be published during 2016.
Our work on Alternative Investment Fund Managers
Directive (AIFMD) reporting has also continued with
substantial liaison on reporting arrangements with
firms.
A number of workshops were held for the
benefit of the industry in the run up to the January 2016
reporting run.
We envisage that AIFMD reporting
mechanisms will continue to develop into the next year.
During the course of this financial year the local stock
exchange continued to develop its offering and expand.
Whilst it continues to operate as a purely listing
exchange only, we have continued to work closely with
the firm to ensure that the technical skills and
knowledge applied to the supervision of the exchange is
appropriate and proportionate.

Professional Services Supervision
The traditional Trust and Company Service Providers
(TCSP) market has continued to contract slightly.
Increased tax transparency appears to be the main
driver behind this trend with private clients placing
assets in their own name rather than holding these
through corporate vehicles. There has been
consolidation within the market and industry players
are focusing on offering a more comprehensive and
sophisticated range of services than the traditional
formation and passive management arrangements.
There have also been developments in the international
arena where the regulation of TCSPs is concerned. The
Group of International Finance Centre Supervisors
(GIFCS) published its best practice standards for the
TCSP sector and we continue to work closely with our
fellow regulators in GIFCS on this. The current focus is
on the assessment of our supervisory practices and
regulatory framework against the standard and the
implementation of these best practices.

The team has taken over supervisory responsibility for
bureaux de change and has also assumed responsibility
of oversight and supervision of the insolvency
practitioner sector, following the enactment of the
Insolvency Practitioner Regulations in August 2015.

Protecting Consumers and the Reputation
of the Jurisdiction
The enforcement team was established and
strengthened during 2015/16 with substantial work
being carried out in establishing an enforcement
framework within which formal regulatory action will be
considered. The framework consists of an enforcement
strategy, an enforcement process and three key policies
on the threshold for referral, settlement and
publication. This framework sets out the manner in
which we will deal with regulatory investigation and
enforcement action, perimeter issues and intelligence
exchange and factors which we will take into account in
our decision making in relation to enforcement work.
We consider that the approach is fair and proportionate, with a focus on targeting those that present a
serious risk to our regulatory objectives in order to
deter poor behaviours and improve industry standards.
The strategy and approach reflects the current
legislative context in which we operate and we envisage
that these will be developed further as part of the
Legislative Reform Programme.
During the course of the year the team has been
focusing on aligning the operational ways of working
with the enforcement strategy. There has also been a
strong focus on the progression of priority enforcement
cases and on providing support to Regulatory
Operations in relation to supervisory interventions.
During the course of 2015/2016 Enforcement has
continued to undertake significant work following the
GFSC findings in relation to two directors involved with
the Advalorem Value Asset Fund Limited (“Advalorem”),
which were upheld by the Supreme Court on 29 April
2015. The focus has been on supporting Regulatory
Operations in managing the exit of the directors and
responding to a number of media enquiries in
connection with Advalorem.
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Brian Weal’s appeal against the judgment of the
Supreme Court decision of 29 April 2015 was dismissed
by the Court of Appeal on 27 April 2016. The judgment
of the Court of Appeal, upholding the decision of the
Supreme Court, is a significant one for the GFSC and
firmly underpins our regulatory approach in holding to
account those who fail to discharge their corporate
governance responsibilities with due skill, care and
diligence and who put the interests of consumers at
risk.

A number of visits have been carried out with, and by,
peer regulators with the aim of sharing experience and
expertise gained through similarly focused change
programmes and regulatory approaches. We intend to
continue these.

Two regulatory warnings were published during the
course of the year. We have also continued to
cooperate with counterparts and a total of 34 requests
for assistance, from or to other regulators, were
processed.

The intensive engagement programme with local
industry players which we embarked on last year has
continued in earnest.
We have established a
comprehensive programme of frequent meetings and
focused interaction with all trade associations and
industry bodies as well as working groups with relevant
stakeholders in the context of the transposition of EU
Directives.

International Liaison
We have continued to build and reinforce our
relationships with peer regulators as well as
international bodies as part of our International,
Communication & Engagement Strategy which was
published in October 2015. Our focus has been to improve the understanding of the regulatory work carried
out, and the approach applied, in Gibraltar.
We have signed 5 Memoranda of Understanding (MoU)
with key fellow regulatory bodies, including those
based in Israel, the British Virgin Islands and Hong Kong
as well as being accepted as a signatory to the
International Association of Insurance Supervisors
(IAIS) Multilateral Memorandum of Understanding
(MMoU). This has further signaled our commitment
to working with other jurisdictions to exchange
information and strengthen our relationships as well as
the approach to supervision more generally.
Our
continuing participation in supervisory colleges has
further enhanced the cooperation arrangements in
place with other regulatory bodies.

We also hosted a visit from EIOPA who focused on our
supervisory practices under SII and our risk assessment
framework in this context.

Engagement and Communications

There has also been substantial engagement with the
media, with the establishment of the press office last
year having paid off and resulting in fast and effective
response to media enquiries. Our social media activity
has also increased and we will be seeking to develop
this further using this outlet as a vehicle for
communicating key messages as well events to a wider
audience, including consumers of financial services. As
part of this we have delivered a number of
presentations to students at the local comprehensive
schools and college.
During the course of the year we have facilitated and
delivered a total of 18 workshops and seminars
covering areas such as CRDIV, Solvency II, AIFMD, the
EIF Director Thematic Review, and the Funding Review.
Senior members of staff continue to be invited to speak
at both local and international events and a number of
panel participations have also taken place.

We have continued to attend meetings of the GIFCS
with specific focus on the Statement of Best Practice
for Trust and Company Service Providers, as well as
attending regional meetings of the International
Organisation of Securities Commissions (IOSCO) and
the IAIS.
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Policy Development
The policy team has continued to lead on the legislative
reform programme. Over the last year the focus of the
programme has very much been on directive
transposition, with this being considered the building
blocks of a more integrated and consistent approach to
new legislation. The process of transposition has
allowed us to develop policy that applies more broadly,
for example, in relation to enforcement.

improvements, with particular focus on areas involving
training and development.
We continued to develop our internship and
secondment programmes. During Summer 2015 six
student interns took part in the programme which
focuses on delivering reciprocal benefits. One longterm secondment and a small number of shorter
secondments from the industry and legal profession
were also arranged during the course of the year.

A substantial amount of engagement in the context of
policy development both at a strategic and detailed
level has taken place with industry working groups and
the Minister for Financial Services. This has helped to
identify for example, system implications and allows us
to take these into account. As part of our work in this
area we have also considered the approach taken by
other regulators.
Our jurisdiction has expanded and changed with the
advent of the BRRD, the Mortgage Credit Directive, the
Audit Directive and Regulation and is likely to continue
to do so as a result of other directives and legislation.
The team has been involved in the policy development
and transposition of 7 directives and 30 EU regulations,
as well as supplemented and amended the
transpositions of the BRRD, CRD IV and SII.

Our Staff
We rolled out a number of significant training
programmes to ensure that managers were equipped
with the necessary skills to be able to support their
teams. Substantial work was also carried out in relation
to our competency programme and we have also
developed a clear and well defined reward and
recognition approach.
In April 2015 we carried out a staff survey. This was the
first of its kind for the organisation and, in general, the
results were positive with a strong view that the GFSC
was headed in the right direction. The results
illustrated that that there was a full range of
experiences within staff and the feedback received has
been very useful in identifying where we needed to
continue to make
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Corporate Governance Statement for the year ended 31 March 2016
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 2019

Mr. Adrian Coles

Senior Independent 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 2018

Mr. Paul Sharma

Non-Executive Director

15 February 2016 - 14 February 2019

Dr Jonathan Spencer

Chairman (current) Former Sen- 6 October 2011 - 5 October 2017
ior Independent Director

Mr. John Tattersall

Chairman (former)

1 October 2009 - 31 December 2015

Mr. Melo Triay

Non-Executive Director

4 March 2011 - 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. The Chairman for the period up to December 2015 was Mr John Tattersall.
The current Chairman is Dr Jonathan Spencer.
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. In practice, members
serve two terms.
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.
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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. Under Section 6 (1) of
the Act, the functions of the Commission are:
 to supervise Authorised persons in accordance with this Act and the Supervisory Acts;
 to consider and determine applications for authorisations, licences, recognitions and registrations made

under the Supervisory Acts;
 to monitor compliance by Authorised persons with such legislation, rules, codes and guidance made

under this Act or any Supervisory Acts;
 to monitor compliance by Authorised persons with legislation, rules, codes and guidance relating to the

prevention of financial crime;


to monitor financial services business carried on in or from Gibraltar and to take such appropriate
action as it is empowered to do against persons carrying on such business without the necessary
authorisation, licence or registration;

 to carry out the duties and discharge the functions imposed on, or given to, it under this or any other

Act;
 to determine subject to the approval of the Minister the terms of service of the Chief Executive;
 to determine the number and skill mix of employees required by the Commission to carry out its

functions and to determine their terms and conditions of employment;
 to monitor and oversee the performance by the Chief Executive of all functions delegated to her by the

Commission;
 to approve the annual estimates of income and expenditure to be furnished to the Minister; and
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 in respect of those areas of financial services business where Community law applies, to supervise and

regulate financial services business carried on in or from Gibraltar in accordance with Community
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 within the
United Kingdom.
The Commission met four times in the last year.
The Chairman, with the support of the senior management team and the CEO, sets the agenda for board
deliberations. The board agenda is focused on strategy, performance, value creation and accountability, and
ensuring that issues relevant to these areas are reserved for board decision. On a periodic basis the Board:
 Reviews the GFSC’s Vision, Mission and strategic objectives;
 Assesses the planning process;
 Confirms that Key Performance Indicators are being developed;
 Monitors performance against set goals;
 Assesses the leadership structure and decision-making processes;
 Determines and reviews the risk tolerance of the organisation;
 Provides leadership and direction in relation to the GFSC’s Strategic Plan;
 Provides constructive challenge to senior management and determines whether risks are being

considered appropriately; and
 Provides advice around tactical ways to improve the efficiency and effectiveness of the GFSC.

The Board agenda and supporting documentation is provided to members in advance of the scheduled meeting
in a timely and appropriate manner by the Secretary to the Board. There is a clear division of responsibility
between leading the Board and the executive responsibility for the running of the organisation.
An update is provided to the Board on performance against the business plan, the business change programme
and the strategic direction of the organisation at each meeting. The Commission scrutinises management
performance, including the attainment of agreed goals and objectives.
All newly appointed members to the Commission receive a formal and tailored induction which is delivered by
the Chief Executive, Secretary to the Board, and senior members of staff at the Commission. There is also an
opportunity to meet with other members of staff at this time.
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 June 2016. This
focused on the organisation’s risk outlook and the political climate.
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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.
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.
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Audit and Risk Committee

Performance and
Remuneration Committee

Nomination Committee

Budget Review Committee

Auditors Regulatory
Committee

Mr Edgar Lavarello
(Chairperson)
Mr Adrian Coles
Mr Paul Sharma

Mrs Emma Perez (Chairperson)
Mr Bruno Callaghan
Dr Jonathan Spencer

Dr Jonathan Spencer
(Chairperson)
Mr Edgar Lavarello
Mr Melo Triay
Mrs Samantha Barrass

Mr Melo Triay (Chairperson)
Mrs Emma Perez
Mr Adrian Coles
Mrs Samantha Barrass

Dr Jonathan Spencer
(Chairperson)
Mr Adrian Coles
Mr Paul Sharma
Mrs Emma Perez
Mr Bruno Callaghan
Mr Melo Triay
Mrs Samantha Barrass
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Audit and Risk Committee
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 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.

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 three times in the year under
review.

Performance and Remuneration Committee
The Performance and Remuneration Committee reviews, on an annual basis, 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.

Auditors Regulatory Committee
In June 2016 an independent sub-committee of the Board was established to deal with auditor regulation. The
need for such a committee has arisen as a result of the transposition and implementation of the Audit Directive &
Regulation which stipulates in Article 21 (para. 3) that “[a] person shall not be a member of the governing body [of
the competent authority] , or responsible for the decision–making, of those authorities if during his or her
involvement or in the course of the three previous years that person:
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(a) has carried out statutory audits; (b) held voting rights in an audit firm; (c) was member of the administrative,
management or supervisory body of an audit firm; (d) was a partner, employee of, or otherwise contracted by, an
audit firm”.
On the face of it, the composition of the Commission did not comply with Article 21 because a current member of
the governing body falls within paragraph 3 of Article 21 (see above). We therefore sought to establish a statutory
committee of the Commission, to which the duties and powers of the competent authority are delegated, and to
prevent a person falling within paragraph 3 of Article 21 from being a member of that committee. By doing so, the
ability to appoint an auditor to the GFSC Board is not forfeited. This effectively means that both currently and in
the future the GFSC will continue to benefit from the valuable experience that an auditor can bring to the Board.
The necessary amendments to enable the establishment of this committee were made to the Financial Services
Commission Act 2007 on 17 June 2016.

Board Evaluation
The Board evaluates its own performance and effectiveness and 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 and an evaluation of training needs
against a personal assessment of effectiveness, and therefore what is needed, was carried out at the end of last
year.
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The Board Members
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 (Chairman) is currently Chair of the Church of
England Pensions Board and was 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.

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 non-executive 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.
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The Board Members

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.

Mr 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 Nonexecutive Director and the Audit Committee Chair at GreyCastle Holdings 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).

29

Financial Position
The GFSC’s financial position as at 31 March 2016 shows a large unexpected surplus in the reported figures. The
surplus was a result of timing differences in both income and expenditure; due to the recognition of significant
one-off income that was earned in 2015/2016 – a financial year earlier than projected, as well as a delay in
exceptional items of expenditure which have now been rolled over into the subsequent financial year
(2016/2017).
In summary, the surplus is mostly due to the following items:
1) £120,000 – GFSC Statutory Review
2) £159,000 – Authorisations & Innovation support
3) £85,000 – Staff costs savings, and £47,000 – Office costs savings

1. GFSC Statutory Review
This relates to the statutory review of the GFSC, which was expected to take place during the second quarter of
2015. However, as a result of delays experienced, this exercise will now take place in the new financial year and a
specific reserve for £120,000 has been established for this purpose.
This amount has been determined based on the fact that the previous statutory reviews, conducted in 2004/5,
cost approximately £120,000.

2. Authorisations & Innovation Support
During the financial year, unforeseen Application fee income of £159,000 was collected in respect of the
Registration of Internal Models & Undertaking Specific Parameter Applications. These approvals fall under the
Financial Services (Insurance Companies) (Solvency II Directive) Act.
Initially, the GFSC did not expect to generate this application fee income until the year ended 31 March 2017. This
was then to be used for the acquisition of expert technical support for any new complex applications.
The costs incurred as part of the approval process have been absorbed by the GFSC’s existing staff resources. The
intention is therefore for this Application Fee income to be utilised in the new financial year solely to develop the
knowledge and expertise within the Authorisations team. A specific reserve has been set up for this.

3. Staff Costs Savings & Office Costs Savings
Total actual expenditure to date was below budgeted expenditure. In particular, large savings were made in
respect of staff costs and office costs. This is due the GFSC actively monitoring expenses and revising the annual
budget on a quarterly basis in order to control the level of expenditure.
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Financial Statements

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 2016 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.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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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 2016 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
27 July 2016
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FINANCIAL SERVICES COMMISSION
INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2016

2016
Notes
INCOME
Fees receivable
Contingency Fund
Solvency II
Interest receivable

4
5
5

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/(write back)

6
7
8
9

TOTAL EXPENDITURE

HM Government of Gibraltar subvention

13

SURPLUS FOR THE YEAR

£

£

2015
Restated
£

4,359,365
320,540
4,302

3,798,334
186,173
429,500
4,241

4,684,207

4,418,248

3,610,739
313,962
193,162
126,787
905,634
7,325
19,287
27,624

2,873,929
314,608
208,024
126,023
1,198,149
9,225
21,748
(77)

(5,204,520)

(4,751,629)

1,030,000

560,000

509,687

£

226,619

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 surplus stated above and the historical cost equivalents.

The notes on pages 38 to 48 form part of these financial statements.
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FINANCIAL SERVICES COMMISSION
BALANCE SHEET
AS AT 31 MARCH 2016

2016
Notes

£

2015
Restated
£

FIXED ASSETS
Tangible assets

9

95,966

48,696

CURRENT ASSETS
Debtors and prepayments
Cash at bank and in hand

10
11

756,648
1,126,594

212,339
1,141,189

1,883,242

1,353,528

(1,321,954)

(1,254,657)

CREDITORS: AMOUNTS FALLING DUE
WITHIN ONE YEAR

12

561,288

NET CURRENT ASSETS
NET ASSETS

£

657,254

98,871
£

147,567

FINANCED BY:
RESERVES
General Fund
Contingency Fund
Authorisations Support Fund
Statutory Review Fund
Solvency II Fund

199,062
186,068
159,000
120,000
(6,876)

5
5
5
5

RESERVES

£

657,254

(38,841)
186,164
244
£

147,567

The financial statements on pages 32 to 48 were approved by the Commission on 27 July 2016 and signed on
its behalf by:

Samantha Barrass
Chief Executive Officer

Jonathan Spencer
Chairman
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FINANCIAL SERVICES COMMISSION
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2016

General Contingency Authorisations
Fund
Fund Support Fund
£
£
£

Statutory
Review Solvency II
Fund
Fund
£
£

Total
£

As at 1 April 2014

(19,190)

-

-

-

-

(19,190)

GFRS102 transition
adjustment (note 16)

(59,862)

-

-

-

-

(59,862)

As at 1 April 2014
(Restated)

(79,052)

-

-

-

-

(79,052)

Surplus for the year
(Restated)

226,619

-

-

-

-

226,619

(186,408)

186,164

-

-

244

-

(38,841)

186,164

244

147,567

509,687

-

-

-

-

509,687

(271,784)

(96)

159,000

120,000

(7,120)

-

199,062

186,068

159,000

120,000

(6,876)

657,254

Allocation to other funds
As at 31 March 2015
(Restated)

Surplus for the year
Allocation to other funds
(note 5)
As at 31 March 2016
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FINANCIAL SERVICES COMMISSION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2016
2016
£

2015
£

509,687
(544,309)
67,297
19,287

226,619
427,685
20,544
21,748

51,962

696,596

(66,557)

(42,373)

Net cash outflow from investing activities

(66,557)

(42,373)

Net cash (outflow)/inflow

(14,595)

654,223

OPERATING ACTIVITIES

Notes

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

10
12
9

Net cash inflow from operating activities
INVESTING ACTIVITIES
Purchase of fixed assets

9

Cash and cash equivalents at beginning of the year

11

Cash and cash equivalents at end of year

11
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1,141,189
£

1,126,594

486,966
£

1,141,189

FINANCIAL SERVICES COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
1. PRINCIPAL ACCOUNTING POLICIES
Basis of accounting
The financial statements are prepared in accordance with Gibraltar Accounting Standards. In particular, the
financial statements have been prepared in accordance with Gibraltar Financial Reporting Standard 102
(GFRS 102). The particular accounting policies adopted by the Commission are described below.
As per GFRS102 PBE 3.3A, it should be noted that the commission meets the definition of a Public Benefit
Entity.
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 as well as ad hoc fees is accounted for on an invoiced basis.
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

20%
20%
331/3%
331/3%

Leasehold improvements
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)
During the year ended 31 March 2016, the Commission set up the Authorisations Support Fund and the
Statutory Review Fund as sub-funds of the General Fund. This is in addition to the existing Contingency
Fund and Solvency II Fund. There are currently no other sub-funds.
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 profit and loss 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
Excluding transfers to the Contingency fund, the Authorisations Support Fund, the Statutory Review Fund
and the Solvency II fund, as shown in the statement of changes in equity and in note 5, the Commission
made a surplus for the year of £237,903 and as at the balance sheet date, the General Fund had cash
reserves of £940,526.
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.

CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES
In the application of the Commission’s accounting policies, which are described in note 1, the directors are
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.
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FINANCIAL SERVICES COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
2.

CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)
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.

3.

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

4.

FEES RECEIVABLE

Financial Services Acts
Banking Act
Insurance Companies Act
Others
£
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2016
£

2015
£

1,806,877
474,805
1,475,557
602,126

1,725,400
365,542
1,303,318
404,074

4,359,365

£

3,798,334
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5.

SUB-FUNDS
Included within the income and expenditure account of the Financial Services Commission are amounts
in relation to the establishment of the Contingency Fund, the Solvency II Fund, the Authorisations
Support Fund and the Statutory Review Fund. Details of income and expenditure on these funds are
shown below:
Contingency Fund
INCOME
Fees receivable

EXPENDITURE
Bank charges
(DEFICIT)/SURPLUS

£

Solvency II Fund
INCOME
Fees receivable
EXPENDITURE
Professional Support and Consultancy (note 8)
Bank charges

(DEFICIT)/SURPLUS

£
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2016
£

2015
£

-

186,173

(96)

(9)

(96)

£

186,164

2016
£

2015
£

320,540

429,500

(327,570)
(90)

(429,247)
(9)

(327,660)

(429,256)

(7,120)

£
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5.

SUB-FUNDS (continued)
Authorisations Support Fund
INCOME
Fees receivable

2016
£

2015
£

159,000

-

-

-

EXPENDITURE
SURPLUS

£

Statutory Review Fund
INCOME
Allocation from General Fund

159,000

6.

£

STAFF EXPENSES

Salaries
Social security costs
Pension costs
Other staff costs
£

-

2016
£

2015
£

120,000

-

-

-

EXPENDITURE
SURPLUS

£

120,000

£

-

2016
£

2015
£

2,980,890
102,218
271,454
256,177

2,309,726
83,399
223,016
257,788

3,610,739

£

2,873,929

The current Chief Executive Officer, Samantha Barrass, received total remuneration of £250,000 (2015:
£250,000).
Total key management personnel compensation for the year is £690,388 (2015: £574,399). Key
management personnel include the Chief Executive Officer, Directors and Commission Members.
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6.

STAFF EXPENSES (continued)
The average number of employees for the year was 62 (2015: 51).

7.

2016

2015

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

36

34

26

17

Total staff employed

62

51

COMMISSION MEMBERS’ FEES
Fees paid to the Members of the Commission were as follows:

Bruno Callaghan
Adrian Coles
Edgar Lavarello
Emma Perez
Jonathan Spencer
John Tattersall
Joseph Triay
Paul Sharma

2016
£

2015
£

16,915
16,915
16,915
16,915
19,510
21,205
16,915
1,497

Appointed term ended 31 December 2015
Appointed on 15 February 2016
£

126,787

16,438
16,438
16,438
16,438
16,438
27,395
16,438
£

126,023

Jonathan Spencer was made Chairman following the end of the appointment term of John Tattersall.

43

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.
2016
£
Bloomfield Financial Consultancy Limited
Grant Thornton (Gibraltar) Limited
Deloitte Limited
Hassans International Law Firm
The Institute of Chartered Accountants in England and
Wales
Andrew Baker
Influence Inc.
Isolas
Jobejo Limited
LIR I&R Limited
Norton Rose Fulbright
Peter Caruana QC
Rampart Corporate Advisors Limited
SEW Consulting Limited
Triay Stagnetto Neish
Others
Legal expenses recovered
Solvency II expenses - Professional Support and
Consultancy (note 5)
Ken Hogg
Jobejo Limited
Internal FSC costs
Mazars

£

44

2015
£

139,972
3,310
21,780
6,238

28,641
-

36,183
6,000
23,416
31,707
12,137
48,684
231,591
62,321
4,225
(49,500)

21,561
78,800
159,409
14,585
30,920
20,570
9,138
104,514
3,465
212,396
78,132
6,771
-

578,064

768,902

111,681
126,827
31,923
57,139

263,130
123,682
13,413
29,022

327,570

429,247

905,634

£

1,198,149
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9.

TANGIBLE ASSETS

Office
furniture
£

Office
equipment
£

Computer
equipment
£

Computer
software
£

115,371
550

45,737
16,472

205,036
47,513

2,022

366,144
66,557

115,921

62,209

252,549

2,022

432,701

Depreciation
As at 1 April 2015
Charge for the year

93,557
5,530

42,714
1,640

181,177
11,949

168

317,448
19,287

As at 31 March 2016

99,087

44,354

193,126

168

336,735

Cost
As at 1 April 2015
Additions
As at 31 March 2016

10.

Net book value
As at 31 March 2016

£

16,834

£
,

17,855

£

59,423

£

1,854 £

95,966

As at 31 March 2015

£

21,814

£

3,023

£

23,859

£

- £

48,696

DEBTORS

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

11.

Total
£

2016
£

2015
£

5,965
515,000
235,683

29,644
182,695

756,648 £

212,339

CASH AT BANK AND IN HAND

General Fund – current and deposit accounts
Contingency Fund – current account
£
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2016
£

2015
£

940,526
186,068

955,025
186,164

1,126,594 £

1,141,189
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12.

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
2016
£
Trade creditors
Other creditors, including taxation and social security
Accruals and deferred income
£

13.

2015
£

23,592
61,506
1,236,856

122,073
37,954
1,094,630

1,321,954 £

1,254,657

HM GOVERNMENT OF GIBRALTAR SUBVENTION
In October 2015, the Government of Gibraltar paid the Commission a subvention of £515,000. An
additional subvention of £515,000 was due in March 2016, but not paid as at year end. The total subvention
for the year ended 31 March 2016 is £1,030,000 (2014: £560,000).

14.

LEASE COMMITMENTS
The Commission leases a property for its own occupation. Future rentals payable under non-cancellable
operating leases are as follows:
2016
£
-

Within one year
In two to five years

222,468
667,404
£

Total

889,872 £

2015
£
221,917
887,668
1,109,585

The annual rent is subject to review on the 1 July of each year and will be increased in line with the cost of
living index. The lease contract for the property, that the Financial Services Commission occupies, will
expire in 2020.
15.

RELATED PARTY TRANSACTIONS
During the years ended 31 March 2016 and 31 March 2015, the Commission had the following related party
transactions:
2016
2015
Expenses
Expenses
£
£
G and JB Hotels Limited (The Caleta Hotel) 1
Callaghan Insurance Brokers Ltd1
1

2,170
7,916

Bruno Callaghan, who is Board member of the FSC, is a Director of these companies.

The above list excludes any licence fees payable to the FSC.
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16.

TRANSITION TO GIBRALTAR FINANCIAL REPORTING STANDARD 102 (“GRFS 102”)
This is the first financial year that the Commission has presented its financial statements under
Gibraltar Financial Reporting Standard 102 (“GFRS 102”).
The last financial statements under previous Gibraltar Generally Accepted Accounting Practice
(“Gibraltar GAAP”) were for the financial year ended 31 March 2015. The date of transition to
GFRS 102 was 1 April 2014. As a consequence of adopting GFRS 102, the Commission has made
one change to its accounting policies in relation to the recognition of an accrual for holiday pay.
Holiday pay is accrued for when employees render services that increase their entitlement to future
compensated absences. The expected future cost of the accumulating compensated absences is
measured at the undiscounted additional amount that the Commission expects to pay as a result of
the unused entitlement that has accumulated at the end of the reporting period. The following
disclosures are required in the year of transition.
Reconciliation of reserves
At 1
April
2014
£

At 31
March
2015
£

Reserves reported under previous GAAP

(19,190)

209,588

Adjustments to reserves on transition to GFRS 102
Holiday pay accrual

(59,862)

(62,021)

Reserves reported under GFRS 102

£

(79,052)
,

£

147,567

The following were changes in accounting policies arising from the transition to GFRS 102:
Holiday pay accrual
Under previous GAAP, the Commission accrued for holiday pay where this was expected to be paid as a
cash sum where the employee was entitled to carry forward holidays earned indefinitely.
The impact is to increase holiday pay accrued by £59,862 and £62,021 for the organisation at 1 April
2014 and 31 March 2015 respectively.
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16.

TRANSITION TO GIBRALTAR FINANCIAL REPORTING STANDARD 102 (“GRFS 102”)
(continued)
Reconciliation of income and expenditure for the year ended 31 March 2015

£

Surplus for the year under previous GAAP

228,778
(2,159)

Increase in holiday pay accrual
Surplus for the year under FRS 102

,

£

226,619

The following were changes in accounting policies arising from the transition to FRS 102:
Holiday pay accrual
As a result of the requirement to accrue for holiday that was earned but not taken at the date of the
statement of financial position, there is a debit of £2,159 to the income and expenditure statement for the
year ended 31 March 2015, recognising the increase in the holiday pay accrual over the year.
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Annex 1 – Report on Audit Supervision
Introduction
Part VI Section 29(1) (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 2016.
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 perform a programme of inspections.
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.
We are into the final year of a 4 year cycle, with a small number of practitioners who joined since 2012 to be reviewed in the subsequent period. During the year ended 31 March 2016 we visited 6 licensed firms. Audit quality
was found to be generally satisfactory with no materially significant concerns. Follow up action in respect of future submissions was requested on two of the visits. Some of the findings and concerns identified during the audit
inspections carried out during the year ended 31 March 2016 are provided below:

Audit Evidence and Documentation
The reviews focused on the sufficiency and appropriateness of the audit evidence to support the judgements
made in reaching the audit opinions. Audit evidence was generally sufficient and appropriate, subject to relatively
isolated gaps. Firms need to focus in particular on improving documentation in key areas of judgement.

Ethics and Independence
Auditors need to consider the independence on each audit engagement and ensure that appropriate safeguards
are implemented in accordance with the IESBA Code of Ethics. Generally, no significant threats were found in this
area.

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

Training and development
In a number of visits we observed that although appraisals were being conducted for audit staff members, this did
not include the partners or directors of the audit firm. A formal partner appraisal process in place will assist in
giving audit quality further prominence as well as embracing the culture of good "tone at the top".

49

Published by:
Gibraltar Financial Services Commission
PO Box 940
Suite 3, Ground Floor
Atlantic Suites
Europort Avenue
Gibraltar
www.fsc.gi
© FSC 2016
Photos © Javier Amian 2016

