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Dr Jonathan Spencer 
Chairman 

This is my penultimate report as Chairman of the GFSC. 
The Commission has made significant progress in meeting 
international regulatory standards, we have maintained and 
enhanced the confidence of our peers in our regulatory regime, 
and we continue to deliver our regulatory objectives. 

The Commission has delivered real achievements in many 
areas. We have continued to support the jurisdiction 
against the backdrop of the United Kingdom's departure 
from the European Union and helping to ensure that 
Gibraltar firms continue to have free access to the UK 
market. We continue to work with Her Majesty 's 
Government of Gibraltar (HMGOG) in order to ensure the 
best possible outcome for firms and consumers. Over the 
last year, the Commission has committed to enhancing 
its relationship and involvement with international 
organisations such as International Organization of 
Securities Commissions (IOSCO), International 
Association of Insurance Supervisors (IAIS) and Group 
of International Finance Centre Supervisors (GIFCS) 
whilst also maintaining positive working relationships 
with the UK regulatory authorities. 

Since the year end, the GFSC Policy team has largely 
completed the Minister of Commerce's flagship policy 
project, the Legislative Reform Programme (LRP) with 
passage of the Financial Services Act in July 2019. The 
LRP consolidates all the old financial services legislation 
in to a single comprehensive and coherent Act plus 
supporting regulations. I particularly welcome 
the planned introduction of the Decision Making 
Committee, an independent committee of the 
Commission that will enhance the independence and 
transparency of major regulatory decisions. 

The Commission is committed to working with firms to 
ensure that industry needs are understood and met. 
The Commission has dedicated time to develop 
Memoranda of Understanding with key jurisdictions in 
order to ensure that our firms can enjoy improved 
access to their markets. 
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A major task this year was our contribution to Gibraltar's 
evaluation by MONEYVAL. The team worked closely with 
HMGOG, industry, and other stakeholders to ensure that 
the standards set in Gibraltar to identify, manage and 
mitigate money laundering and terrorist financing risks 
were clearly evidenced to the evaluation team. 

Samantha Barrass will step down as GFSC Chief Executive 
during the next year. We have commenced the search 
for her successor, who I expect to be in post by the time 
I write this introduction next year. Samantha has worked 
tirelessly in the interests of both the customers of financial 
services and of Gibraltar as an attractive jurisdiction in 
which to do business. I highlight the way she has led the 
Commission to develop the first regulatory regime for 
Distributed Ledger Technology (DLT); the 
implementation of the LRP; and her leadership, 
development and motivation of a largely Gibraltar grown 
staff. Samantha's successor will no doubt bring fresh 
perspectives to our work, but she or he will have strong 
and solid foundations on which to build, and an 
increasingly strong reputation internationally. During the 
year Emma Perez and Edgar Lavarello's term as Board 
members came to an end. I would like to thank 
Emma for her contribution to the work of the 
Commission. Mr. Emilio Gomez joined the Board in 
Emma's place and Kerry Blight appointed in Edgar's 
place.

Finally, I would like to extend my thanks to all staff of 
the Commission as well as to my fellow Commission 
members for the hard work over the last 12 months. I am 
also grateful for the continued commitment to the 
Commission's success from HMGOG and the support 
provided by the Minister for Commerce. 

Dr Jonathan Spencer 

Chairman 
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The Next Chapter in the GFSC Journey 

Samantha Barrass 

Chief Executive Officer 

The past year has continued to be one of notable uncertainty. 
Despite this uncertainty, Gibraltar's financial services sector has 
continued to thrive and we, with the support of HMGOG, have 
delivered impressive enhancements to our regulatory framework. 
One of the primary roles of the GFSC - as for other regulators - is 
to manage and mitigate the effects of uncertainty to the benefit of 
the market, firms and consumers. 

The uncertainties surrounding the negotiations over the 

UK's, and indeed Gibraltar's future relationship with the 

European Union have been a major focus of the 

Commission's work over the past year. Our aim throughout 

is that firms have a level of certainty to ensure that they 

are able to continue to operate, deliver critical economic 

functions, and support consumers' needs. To that end, 

the GFSC has engaged intensively and collaboratively 

with HMGOG and key UK authorities to navigate and 

establish guidance that firms and consumers can rely on. 

Gibraltar's financial services sector depends on continued 

access to the UK market. The finalisation of the agreement 

between the UK and Gibraltar governments to guarantee 

access to each other's markets, irrespective of the outcome 

of the negotiations between the UK and the EU, was the 

most welcome and important development this year. 

Both governments have agreed access on current terms 

until the end of 2020, after which they will establish a 

new framework. HMGOG's efforts ensured that Gibraltar 

firms that primarily service UK clients will continue to 

have access to Gibraltar's most important market. 

The GFSC is actively supporting HMGOG in developing 

the future framework and unfettered access, including 

significant engagement with our UK colleagues in the 

PRA and FCA. 

More generally, protecting policyholders and consumers 

of Gibraltar financial services products is one of our primary 

objectives. It is intrinsic to everything we do. Gibraltar is 

primarily an exporter of financial services, and as such, 

we have a duty to protect consumers wherever they are 

based. It is therefore essential that we work closely with 

other authorities to deliver our consumer protection 

objective. 
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The GFSC has proactively engaged with all relevant 

international standard-setting bodies, enabling Gibraltar 

to enhance strong relationships with those bodies and 

member regulators. Gibraltar will continue to adhere to 

international standards and continue to align our 

regulatory outcomes to our most important market, the 

UK. 

Our membership and relationships with international 

bodies such as the IOSCO and the IAIS allow the 

GFSC to demonstrate that we comply with the 

standards set by those bodies. Membership also 

provides cooperation gateways through their respective 

Memoranda of Understanding that in turn provide 

increased market access for Gibraltarian firms. 

We have also been working with other key 

jurisdictions like the US and its Securities and Exchange 

Commission to develop new MoUs for the benefit of 

our firms and keeping an eye to the future. 

Whilst Gibraltar remains a member of the European Union, 

HMGOG is committed to implementing all necessary EU 

legislation and guidance, and the GFSC will cooperate 

and participate fully with the European Supervisory 

Authorities. We have worked intensively with EIOPA 

over the past year, including on multi-jurisdictional 

supervisory platform calls to address and resolve firm 

issues, and directly to address interpretations of EU 

legislation. Whilst respecting EU law, we will always work 

in the best interests of policyholders and resolve 

issues relating to firms. 

As well as working with UK authorities and other 

international bodies, the GFSC has continued to work 

hand in hand with HMGOG to deliver various legislative 

and policy changes. 
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The GFSC has benefited greatly from the significant time 

and resources the Minister of Commerce has personally 

dedicated to the Commission since taking up his post in 

2013. His steadfast support and constructive scrutiny of 

the GFSC has been invaluable for the development of 

Gibraltar's regulatory regime and ultimately the continued 

success of Gibraltar's financial services sector. 

This year has seen the delivery of a major milestone in 

Gibraltar's regulatory history, LRP. The GFSC designed 

and developed, under the direction of the Minister of 

Commerce, and with a team of experienced legislative 

drafters, the new Financial Services Act. This Act 

provides Gibraltar with a modern consolidated and 

easy to navigate regulatory framework. 

It provides regulatory certainty to existing firms, but also 

to those who wish to establish in Gibraltar in the future. 

Work continues on the Act's supporting regulations. In 

addition, the GFSC works closely with HMGOG to deliver 

our consumer education programme to schools across 

Gibraltar. The provision of financial literacy training to our 

students is an important aspect of our consumer protection 

work, and we have committed to delivering additional 

training later this year to Gibraltar's youth clubs. 

In partnership with HMGOG, we have put significant 

effort into implementing our world-leading DLT 

regulatory framework. The principlesbased approach 

in this regime is well suited to support the new and 

innovative DLT sector in Gibraltar. On an 

international level, we continue to engage with 

international organisations and regulators such as IOSCO 

and the FCA to share our experience of operating our DLT 

regime and help shape international standards in this area. 

The GFSC has worked closely and in partnership with all 

DLT applicants, and the newly created Gibraltar Association 

for New Technologies, to make a success of the sector. I 

am extremely pleased that over seven DLT firms have 

successfully gained licences since the introduction of the 

framework, and I am confident that more will follow. 

Any successful regulatory regime is dependent on open 

dialogue and cooperation with the industry it seeks to 

regulate. Gibraltar's active industry associations have 

continued to provide scrutiny and valid challenge to our 

work and we have strengthened our engagement with 

industry throughout the year. The industry's perspective 

helps to ensure we run a proportionate and outcomes 

focused regime. We will remain accessible and commit to 

listen to ideas on how to improve our approach. 
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I am extremely grateful to the hard work of GFSC staff, 
Commission members, and the Minister of Commerce 

who have all contributed to the delivery of significant 

achievements this year. In a time of uncertainty, it more 

important than ever for regulators to provide as much 
guidance and support to f irms as possible .  

The publication of HMGOG's and the GFSC's Brexit 

guidance, the creation of the Temporary Permissions 

Regime and the Financial Services Contracts Provisions, 

have helped provide certainty. The GFSC will continue to 

work with firms to ensure they are ready for any outcome, 

provide market wide guidance where necessary, and 
commit to supporting the financial services sector in all 

circumstances. 

Samantha Barrass 

Chief Executive Officer 
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Licences issued 
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-q- Incoming
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processed 

20 Outgoing passporting applications processed

48 External engagements
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As with most organisations and jurisdictions, Brexit has 

presented not just challenges but also opportunities. 

Gibraltar, an international finance centre with over 90% of 

its financial services facing the UK, has refocused its attention 

on preparing for its future regulatory relationship with the 

UK and its interaction with the relevant international 

standard setting bodies, such as IOSCO and IAIS. 

HMGOG and the UK Government agreed to maintain 

access into each other's markets up until December 2020. 

This was outlined in The Financial Services (Gibraltar) 

(Amendment) (EU Exit) Regulations 2019 published on 

15 March 2019. 

Gibraltar and the UK also committed to establish a new 

regulatory relationship post 2020, and to support this the 

GFSC has and continues to provide technical advice to 

HMGOG as they negotiate this future relationship. The 

GFSC has also been working closely with HMGOG to 

ensure that the jurisdiction is prepared in the event of a 

'no deal' Brexit. 

This involved the preparation and publication of guidance 

for firms on our website, the creation of a Temporary 

Permissions Regime and Financial Services Contracts 

Provisions and ongoing work to transfer EU regulatory 

requirements into Gibraltar law. 

In light of Brexit, and given the importance of other 

markets outside of the EU, we continued to engage 

proactively with IOSCO, IAIS, GIFCS, and other relevant 

international standard setting organisations. 

Commission staff took part in working groups and annual 

meetings, provided feedback for the development of 

new international standards, and proactively shared our 

experience of operating the DLT regulatory regime. We 

have leveraged our membership of these organisations 

to develop regulator-to-regulator relationships with key 

jurisdictions. 

The GFSC initiated a review into its International 

Memoranda of Understanding, consulting with firms to 

ensure the prioritisation of jurisdictions and organisations 

that are of benefit to Gibraltar's industry. 
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Meeting EU Requirements 

The European Union Treaties will continue to apply in 

Gibraltar until the UK exits the EU. Gibraltar has 

transposed all relevant EU requirements and is 

committed to transpose and implement all future 

requirements up until exit day, including any agreed 

implementation period between the UK and EU. 

HMGOG implemented the Insurance Distribution 

Directive (IDD) and Payment Services Directive II (PSDII) 

and the GFSC worked closely with industry to ensure 

alignment and clarity of requirements. As part of the 

process, we issued expectation papers, Q&A's and 

industry presentations. 

The GFSC also started the preparatory work to 

operationalise the requirements in the Institutions for 

Occupational Retirement Provisions Directive II (IORPS 

11), the Prospectus Regulation, the Benchmark 

Regulation and the Payment Accounts Directive, and 

reached out to firms to discuss the new requirements. 

We also held calls with the relevant UK authorities to 

understand their implementation in the UK and any 

impact this would have on local firms. 

Fast-track authorisations approach for 
re-domiciliation of EEA firms 

In order to support the re-domiciliation af firms, the 

GFSC established a 'Fast-Track' process for the licensing 

of EEA firms that have been subject to existing EU 

requirements. 

This approach focused on historical firm information 

such as incorporated regulatory reporting; the suitability 

of the governance arrangements for the risks posed by 

the business and a forward-looking assessment of 

the firm. 

This enabled applicants to leverage the information 

already prepared as a matter of course to reduce the 

lead-time for a submission, as well as the time 

needed for review. 
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The LRP, the Minister of Commerce's flagship policy and 

the single largest review and reform of Gibraltar's financial 

services legislation, is a major achievement for the 

jurisdiction and is the result of years of close cooperation 

and collaboration between HMGOG, industry and the 

GFSC. It delivers a consolidated and modern regulatory 

framework, and one that is nimble and able to react 

quickly to change. 

It will also deliver transparency and accountability, as well 

as being more navigable and accessible, ensuring that 

the jurisdiction remains attractive to incumbent firms but 

also to new market entrants. The LRP is instrumental in 

ensuring that Gibraltar is prepared to respond to any 

eventual Brexit outcome. 

The LRP consolidates Gibraltar financial services legislation 

into one Act and sector specific supporting regulations, 

and is in its final stages. Despite the reorganisation of 

work due to Brexit, the GFSC made significant progress 

in drafting the Financial Services Act, which is the key part 

of the LRP. The Bill was published by HMGOG on 30 May 

2019 and passed as an Act by the Gibraltar Parliament on 

15 July 2019. The LRP team held industry workshops in 

late June 2019 to familiarise the sector with the Bill and 

its key component parts. The workshops were well 

attended and provided firms with the opportunity to 

clarify aspects of the new framework. 

Key features of the new legislative framework include: 

• A harmonised approach to authorisation, obtaining

permission to carry on regulated activities and

ongoing supervision.

• A Regulated Individuals' Regime.

• Threshold conditions.

• A new Decision Making Committee.

• Procedural clarity and consistency across the board.

• Harmonised cross-sectoral powers and related

processes.

The LRP team also focused on finalising the supporting 

sector specific regulations, as well as engaging with 

industry on the Act. The Financial Services Act will take 

effect in Q4 2019. 
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LRP key features and 
consultation 

Threshold conditions 

The LRP harmonises and consolidates the existing 

threshold conditions under the various Supervisory 

Acts. The following conditions will apply to all firms 

authorised and regulated by the GFSC: 

• Location of offices - the requirement to have a

head office and registered office in Gibraltar.

• Appropriate resources - the business of a regulated

firm must be conducted in a sound and prudent

manner. To satisfy this condition, firms must,

in particular, have appropriate financial and

non-financial resources.

• Effective supervision - the firm concerned must

be capable of being effectively supervised.

• Suitability - the firm concerned must be a fit and

proper person.

• Business model - the business model of the firm

must be suitable for a person carrying out the regulated

activities that the firm carries on, or seeks to carry on.

• Fees - the firm concerned must pay such periodical

and other fees as the Minister may by regulations

prescribe.

Decision Making Committee 

Demonstrating independent and transparent decision

making is an important part of a modern regulatory regime. 

An appropriate degree of separation between staff (such 

as those investigating or supervising firms) and decision 

makers supports delivering trusted outcomes. 

To this end, HMGOG and the GFSC consulted on proposals 

for the establishment of an independent enforcement 

committee to take contested sanctioning decisions. 

Based on the positive feedback received, HMGOG agreed 

to extend the decisions that the committee should take 
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Since the launch of the DLT framework in January 2018, 

Gibraltar has been a jurisdiction of choice for many global 

firms leading the way in the application of Distributed 

Ledger Technology. The foundations have been set, 

providing a solid platform for the DLT sector in Gibraltar 

to develop and grow. 

The DLT regulatory framework has been supplemented 

with a robust and pragmatic authorisation process. 

Applicants must demonstrate to the GFSC their 

compliance with the nine regulatory outcomes that 

underpin the bespoke regime. 

Over seven DLT Provider licences have been issued by 

the GFSC, and a further five applicants have received in

principle decisions. 

Business Models and Market 

In 2017, virtual assets or more specifically, virtual currencies, 

proved to be the predominant application of DLT. 

Consequently, the principal business models we have 

licenced to date are Virtual Asset Exchanges. This includes: 

• Primary market venues for virtual

asset issuance.

• Secondary market venues for trading

virtual assets.

• Provision of broker/dealer services

and/or providing custody services

for virtual assets.

In addition to virtual assets, the DLT team are considering 

the application of DLT in other novel and innovative 

business models. 

The DLT team have been using the experience gained in 

the first months of the new regime to update the guidance 

notes that supplement the nine regulatory principles. This 

will help applicants' understanding of the GFSC's 

expectations. Our approach is founded on regular dialogue 

between firms and the GFSC and has been extended into 

the supervision of the DLT sector. 
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The approach allowed for early identification and 

management of risks that have helped facilitate the safe 

and continued growth of this new sector in Gibraltar. 

A priority for the DLT team has been proactive 

engagement with other regulators, global regulatory 

FINTECH networks and international organisations such 

as IOSCO and FATF that help shape future standards and 

practices for the regulation of the sector. 
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UK collaboration - preparing for the new 

relationship 

The GFSC continues to work closely with the UK 

regulators, including the Prudential Regulation Authority, 

Financial Conduct Authority, and where appropriate the 

Financial Services Compensation Scheme (FSCS), 

regarding firms that write business in the UK and ensuring 

that we deliver regulatory outcomes to a similar standard 

to those in the UK. In addition, our close working 

relationship with the FSCS has enabled the GFSC to 

develop a pragmatic solution for the benefit of 

policyholders when a firm faces financial difficulties. 

The GFSC worked closely with the Motor Insurance Bureau 

(MIB) in the UK and HMGOG to find a resolution to the 

MIB's insolvency exposure for the Green Card Scheme 

and Compensation Fund. This ensures that the MIB 

continues to administer both of these on behalf of 

Gibraltar. 

We will provide technical support to HMGOG in 

developing the future relationship and framework for 

continued access to the UK market for Gibraltar firms. 

Our deep and collaborative relationship with the UK 

regulators helps to ensure that the UK maintains the 

necessary confidence in our regulatory regime. 

Prudential Supervision

In February 2018, the GFSC published an updated 

Approach to Insurance Regulation (AIR), setting out 

expectations and the focus of regulation and supervision 

over the next few years. 

The publication of the AIR underlines the importance of 

the insurance sector to the jurisdiction and the GFSC's 

responsibility for providing policyholders, wherever they 

are located, with adequate protection. It helps to ensure 

that Gibraltar has a growing, vibrant, well governed and 

sufficiently capitalised insurance sector. 

The GFSC has continued to focus on ensuring that 

Gibraltar-based insurers have the financial capability to 

meet their responsibilities to policyholders when these 

are called upon; that the products they sell meet 
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policyholder requirements; are transparent; and that 

consumers are properly informed of the benefits and risks 

of the policies. 

We have delivered numerous industry presentations, 

covering various sections of the AIR such as Corporate 

Governance principles and expectations. In addition, we 

launched focused work and published numerous 

publications to keep industry and stakeholders informed, 

including Supervisory Statements on: 

• Annual Reporting

• Underwriting and Pricing

• Reinsurance

• Guidance and FAQs on the Insurance

Distribution Directive

The GFSC also launched the Corporate Governance 

Thematic Review that aims to assess how the boards 

of insurance companies comply with Corporate 

Governance requirements and good practice as well 

as the assessment of how Actuarial and Internal 

Audit Function Holders  are discharging their 

responsibilities. 

Solvency Capital Ratios (SCR) 
and SCR Reporting 

The GFSC applies prudential supervision on a 

forwardlooking basis and uses a firm's Own Risk and 

Solvency Assessment (ORSA) as a basis for conducting 

this analysis on an annual basis. The assessment of 

firms generally includes considering the 

appropriateness of their risk analysis, business plans 

and the capital ratio for the planning horizon as well 

as the appropriateness of the standard formula and 

SCR buffer. 

This review also considers the stress testing performed 

by firms as well as their ability to recover from stressed 

scenarios according to the stated recovery plans 

included in the ORSA. A second aspect to the work 

performed assesses the risk posed by each firm, and 

either requires 
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the firm to have their SCR audited by the firm's external 

auditors or be subject to a quality assurance review of 

their reported SCR by the GFSC. We will ensure that 

prudential supervision adequately supports the GFSC's 

regulatory objectives, including maximising policyholder 

protection whilst limiting damage to the jurisdiction's 

reputation, and delivering outcomes that are similar to 

those in the UK. 

Intensive Supervision 

The Intensive Supervision Team (1ST) ensures that high

risk and/or high-impact firms are subject to 

tailored intensive supervision. Firms under the supervision 

of 1ST receive regular, continuous, close interaction and 

monitoring by senior management. A specific supervisory 

plan is developed and implemented for each firm, and 

senior management are involved in overseeing regular 

case management. 

The GFSC has also developed and adopted 'the 3 

Rs approach' (Remediate, Replace, Run-Off). 

Whenever a firm is in difficulty, our preferred 

approach is to work with the firm to remediate the 

position. 

Positive outcomes for firms and policyholders are 

maximised when a firm works in an open, cooperative 

and collaborative way. Given the success of this in the 

intensive supervision methodology to the insurance 
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sector, we have extended this supervisory approach to 

other regulated sectors, including banking, e-money and 

pensions. Where remediation is not possible or should 

the firm be unwilling to remediate, we will move to replace 

or run-off. Replace consists of either selling or transferring 

books of business or replacing senior management. 

Run-off consists of the cessation of new business and the 

orderly and solvent winddown of the business wherever 

possible. When firms fail or get into financial difficulty, the 

GFSC's primary objective is to protect the best interests 

of policyholders or consumers. 

Over the year covered by this report, the GFSC has worked 

closely with a number of large, multi-jurisdictional, and 

complex firms to resolve high-risk matters successfully. 

Much of this has been together with EIOPA, UK and other 

European regulators, and the Financial  Services 

Compensation Scheme (FSCS) in the UK to deliver the 

best outcome possible for impacted policyholders. 

Conduct of Business : Revised approach

to supervision of conduct of firms 

The past year has seen the launch of a revision to our 

conduct supervision approach to ensure that the GFSC 

remains at the forefront of international accepted best 

practice. The overarching objective has been to refresh 
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National Risk Assessment carried out by 

HM Government of Gibraltar 

In 2018, HMGOG reviewed and published its revised 

National Risk Assessment (NRA), setting out the assessment 

of money laundering and terrorist financing risks of sectors, 

activities and products in Gibraltar. 

We contributed to the assessment and were assigned 

responsibility for a number of risks captured within the 

NRA. Data collected through the Financial Crime Return 

was the primary source of data that assisted in the review 

of the NRA. 

This data proved invaluable to understand the client base 

and the inflows and outflows of monies; and hence the 

potential risk exposure of the financial services sector in 

Gibraltar. 

MONEYVAL Evaluation Preparation 

MONEYVAL is the permanent monitoring body of the 

Council of Europe (CoE) entrusted with the task of assessing 

compliance with international standards to counter money 

laundering (AML) and the financing of terrorism (CFT). 

In 2015, the CoE agreed to evaluate Gibraltar, and during 

2019, a delegation of the CoE's Committee of Experts 

(MONEYVAL) carried out their onsite visit. 

The delegation analysed Gibraltar's level of compliance 

with the Financial Action Task Force (FATF) 40 

Recommendations, the level of effectiveness of Gibraltar's 

AML/CFT system, and was tasked with providing 

recommendations on how our system could be 

strengthened. 

Prior to the onsite visit, the GFSC engaged with industry 

and other stakeholders involved in the process. Seminars 

and workshops were held to generate awareness of 

MONEYVAL's objectives, and to provide guidance on the 

expectations and outcome of the visit. During the visit, 

we attended various meetings with the MONEYVAL 

assessment team to demonstrate systems of controls. 
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This included: 

• The GFSC's authorisations process, including the due

diligence we conduct for notifiable positions, reducing

the risk of criminals being associated to, or holding,

key functions within regulated entities.

• The AMUCFT supervision of firms, including our risk

methodology and the thematic work carried out.

• The enforcement process in respect of firms not

complying with AMUCFT statutory and regulatory

requirements, and the powers the GFSC has to impose

fines and sanction firms for noncompliance.

• The GFSC's engagement with other regulators and

international cooperation in this area.

Responsibility for TCSPs and Bureaux de 

Change 

During 2018, supervision of Trust and Company Service 

Providers (TCSPs) and Bureaux de Change transferred to 

the AMUCFT team. 

Due to the nature of these sectors, there is a strong need 

for AML/CFT oversight. For TCSPs there is also a strong 

focus on ensuring appropriate management of client 

monies and corporate governance. 

TCSPs are an established sector in Gibraltar and one of 

the first to fall within our regulatory perimeter. They are 

well acquainted with the supervisory approach of the 

GFSC. 

A thematic review of the sector was carried out in 2017 /18 

with focus on firms' AMUCFT systems of controls, and the 

team is now delivering the follow up actions arising from 

that review. 

We are also working with the sector association, the 

Association of Trust and Company Managers (ATCOM), on 

the implementation of the requirement for the sector to 

have an independent audit function. In addition, the 
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The Enforcement team supports the GFSC's regulatory 

objectives by making clear that there are 

meaningful consequences for firms and individuals who 

do not follow the rules. The team works in collaboration 

with all areas of the GFSC and receives referrals on 

cases that may require enforcement action or the 

application of enforcement powers. 

Enforcement powers are only used when appropriate, 

and in a fair, transparent and proportionate manner to 

achieve satisfactory regulatory outcomes. These outcomes 

seek to provide a credible deterrence to non-compliance, 

to raise awareness of regulatory standards, and to reset 

behaviours. 

Our published enforcement process was designed to 

ensure firms and individuals understand how we go about 

our work and what they can expect from the enforcement 

process. One area which has seen significant development 

this year has been our engagement and dialogue with 

firms under investigation. 

Open dialogue with firms 

The Enforcement team remains committed to ensuring it 

maintains an open and cooperative relationship with 

licensees, whilst mitigating risks. During this year, we have 

entered into dialogue with firms at an early stage and well 

in advance of any formal decisions. This demonstrates to 

firms that we are listening and will take into account what 

firms have to say prior to making any regulatory decisions 

that will affect the firm or any associated individual. 

This approach has resulted in robust, transparent and 

clear decision-making by the GFSC. Even when rules 

have been broken, this type of engagement provides a 

dialogue where firms feel comfortable to engage. We 

will continue this approach going forward, and welcome 

early engagement from all firms that enter into the 

enforcement process. 

The GFSC fully supports the introduction of the DMC, an 

innovation we have championed from the start of the 

LRP process. The DMC will enhance confidence in our 

regulatory decisions by providing truly transparent and 

independent decision making. 
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Enhancing Regulatory Settlement 

Agreements 

Over the next year we intend to enhance our approach 

to Regulatory Settlement Agreements (RSA). RSAs provide 

an opportunity for a firm or individual to enter into an 

agreement that documents a regulatory outcome, the 

terms of which are accepted by the firm or individual. 

RSAs can be entered into at any phase of an investigation 

and the Enforcement team are always open to constructive 

conversations focused on this type of resolution. 

Importantly, we will generally continue to investigate 

whilst conducting parallel conversations so as not to lose 

the momentum of an investigation. 

Advantages of an RSA include an efficient way to achieve 

an appropriate regulatory outcome and the ability to send 

timely messages to the market. Resources and time on 

both sides can be reduced and firms can move on quickly. 

A point to note is that not all cases are suitable for an RSA 

and any potential outcome must be based on achieving 

satisfactory regulatory objectives. 

In December 2018, the GFSC and a firm entered into an 

RSA and the firm was fined £250,000. The firm's Anti

Money Laundering/Countering Finance of Terrorism 

(AMUCFT) systems and controls fell below the expected 

standard for regulatory purposes, from January 2017 to 

May 2018. 

This was the first financial penalty issued under the 

Supervisory Bodies (Powers etc.) Regulations 2017. The 

CEO, Non-Executive Chairman and Money Laundering 

Reporting Officer (MLRO) stepped down from their 

respective positions and the firm is in the process of 

surrendering its licence. This regulatory outcome was 

achieved by way of an RSA and provides a clear example 

of an acceptable regulatory outcome stemming from an 

agreement made by the firm and associated individuals. 

Case work and resourcing 

In the past year, we have maximised the use of finite 

resources to ensure both efficiency and legally safe 

outcomes in cases under Enforcement's control. The 

Enforcement team have responsibility for all cases under 

investigation, including those that are the subject of an 
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Performance management 

We have enhanced the GFSC's approach to performance 
management. 

This includes: 

• How appraisals are completed.

• How poor performance is managed.

• A review of the competency framework to focus

on behaviours.

• An approach to 360 reviews.

• Our approach to recognising and rewarding

performance.

The HR team have also encouraged regular feedback 
between employees and their l ine managers, 
following best practice in forward thinking and 

innovative organisations. 

Looking forward 

We will introduce an employee well being strategy that 

focuses on ensuring that our staff have the support they 
need. Wellbeing helps employees remain happy and 
motivated in the workplace. The strategy will cover all 
dimensions of wellness. 
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Recruitment 

Our people are our biggest asset and the GFSC seeks to 

be an employer of choice and to provide excellent career 

opportunities to enable personal development and career 

growth. The HR team have focused on the delivery of a 

new approach to appraisals, and we have continued to 

recruit the best and the brightest to deliver the GFSC's 

objectives. 

There has been considerable recruitment for investment 

banking supervision and the GFSC's DLT work ensuring 

organisational capacity and capability around capital 

markets and exchanges, clearing and settlement. We have 

implemented strategies to ensure delivery of maximum 

value from all members of staff This ensures that we are 

equipped to deliver high quality regulation and focus on 

agreed organisation initiatives and risks. 

GDPR 

The impact of GDPR on HR processes and procedures 

was reviewed during 2018. This included how we collect, 

hold and process personal data, as well as how we 

communicate with individuals about that activity. A 

comprehensive exercise was carried out to ensure that 

we were fully compliant with the requirements, and where 

necessary our processes have been amended. Only 

relevant GDPR-compliant records are now being retained. 

Learning and Development 

We have continued to roll out the Training and 

Development programme across the organisation in 

order to ensure our staff have the right skills and 

capabilities in order to perform effectively in their roles. 

An analysis of learning needs was carried out and this 

has established a clear understanding of  where the 

training needs of teams and the organisation are for 

the next year. As part of the programme, our 

Learning Management System went live in 

September 2018. Over the year, training in a 

number of areas has been delivered. This has 

focused on practical skills and competencies that 

are important across the GFSC, including GDPR, 

report writing, and crucial conversation training. A 

new internal coaching and mentoring scheme was 

also designed and implemented. In addition, we 

standardised our approach to onsite visits and 

further developed our policies and procedures in 

this area.  





Cyber & Security 

Cyber and other forms of security continue to be an 

integral part of the GFSC's technology investment remit. 

With worldwide threats changing all the time, the 

Commission remains vigilant and continues to embrace 

new countermeasure technologies that help combat and 

improve the resilience of our systems. 

All systems are regularly audited and meet industry and 

international standards in security and disaster recovery. 

This is also translated into our regulatory remit, allowing 

us to provide guidance notes to licensees in relation to 

technology, its use and minimum standards to be applied, 

making it part of our application process, conduct and 

overall supervision. 

Operational resilience, including cyber, is an important 

element of supervision, ensuring firms are prepared to 

manage both current and future risks. 

Automation and innovation 

Automation and innovation are now an integral part of 

the Commission's overall Strategic Plan. We have launched 

a new Digital Transformation Strategy (DTS) that is set to 

transform the GFSC's software, hardware and workflow 

platforms into one unified system supporting our 

intelligence-led, judgementbased regulatory remit. 

Our DTS will be broken down into several work-streams 

tackling areas that will further enhance our systems 

and allow for improved supervisory tooling. 

The aim is to converge all our technologies into one eco

system capable of interconnecting all our sources of data 

and allow the infrastructures to work harmoniously with 

each other. 

This will also translate into more improved front facing 

technologies working on the current GFSC portals and 

allowing firms to interact with us electronically via bespoke 

on line platforms. The programme will see innovative new 

technologies rolled out in stages across all platforms, with 

these being released as and when they are commissioned. 

Making technology work for us and in line with our digital 

innovation strategies,the GFSC is set to see marked 

changes in our technology footprint. 
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GDPR 

The GFSC has worked diligently to cover all legal and 

regulatory requirements around GDPR and more 

importantly data protection as a whole. With overall 

emphasis on data security forming an integral part of our 

systems and policies, we have also focused on overall 

compliance with GDPR. 

During the past two years, the GFSC has had a dedicated 

DPO (Data Protection Officer) who has been certified as 

a C-DPO, the highest-level of GDPR accreditation. This 

complements and enhances the commitment of the 

Commission's capabilities in respect to data protection. 

We have enhanced our data privacy systems and policies 

and re-engineered in order to cater for the ever-changing 

landscape that data protection encompasses. We have 

worked closely with stakeholders and members of staff, 

delivering up-to-date training and awareness through 

interactive information sessions. 
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KPMG Limited 

3B Leisure Island Business Centre 
Ocean Village 
Gibraltar 

Telephone 

Fax 

Internet 

+ 350 200 48600

+ 350 200 49554

www.kpmq.gi 

INDEPENDENT AUDITOR'S REPORT 

To the members of the Gibraltar Financial Services Commission 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of Gibraltar Financial Services Commission ('the 

Commission'), which comprise the Income and Expenditure Account for the year ended 31 March 

2019 and the Balance Sheet as at 31 March 2019, the Statement of Changes in Equity and the 

Statement of Cash Flows for the year ended 31 March 2019 and notes to the financial statements, 

including a summary of significant accounting policies. 

In our opinion, the accompanying financial statements: 
• give a true and fair view of the state of the Commission's affairs as at 31 March 2019 and of

its loss and cash flows for the year then ended;

• have been properly prepared in accordance with Gibraltar Financial Reporting Standards; and

• have been prepared in accordance with the Financial Services Commission Act 2007.

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

responsibilities under those standards are further described in the Auditor's Responsibilities for the 

Audit of the Financial Statements section of our report. We are independent of the Commission in 

accordance with the International Ethics Standards Board for Accountants Code of Ethics for 

Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities In 

accordance with these requirements. We believe that the audit evidence we have obtained is 

sufficient and appropriate to provide a basis for our opinion. 

Responsibilities of the Commission for the Financial Statements 

The Commission is responsible for keeping proper accounting records of its income and other receipts 

and expenditures during each financial year. In addition, the Commission is responsible for the 

preparation of financial statements that give a true and fair view in accordance with applicable law in 

Gibraltar and Gibraltar Financial Reporting Standards, and for such internal control as the Commission 

determines is necessary to enable the preparation of financial statements that are free from material 

misstatement, whether due to fraud or error. 

In preparing the financial statements, the Commission is responsible for assessing the Company's 

ability to continue as a going concern, disclosing, as applicable, matters related to going concern and 

using the going concern basis of accounting unless the Commission intends to cease operations, or 

has no realistic alternative but to do so. 

KPMG L,mned, a Gibraltar limited company, number 99874, 1s the 
Gibraltar member of KPMG International Cooperative "KPMG 
International", a Swiss entity. The registered office of KPMG Limned 1s 
38 Leisure Island Business Centre, Ocean Village, Gibraltar. 

KPMG L1m1ted Directors 
Michael Harper 
Jonathan Tncker 
Stuart Crisp 
Sarah Willows 
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INCOME 

Fee income 
Other income 
Interest receivable 

TOTAL INCOME 

EXPENDITURE 

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

TOTAL EXPENDITURE 

FINANCIAL SERVICES COMMISSION 

INCOME AND EXPENDITURE ACCOUNT 

FOR THE YEAR ENDED 31 MARCH 2019 

Notes 

4 

5 

6 
8 

7 

HM Government of Gibraltar subvention 12 

DEFICIT FOR THE YEAR £ 

2019 2018 

£ £ 

6,638,786 5,897,055 
55,852 78,540 

4,415 2,327 

6,699,053 5,977,922 

5,190,485 5,073,444 
476,006 371,278 
657,027 655,944 
140,989 131,723 

1,050,593 733,894 
15,000 18,000 
84,508 78,871 

141,395 85,884 

(7,756,003) (7,149,038) 

775,000 900,000 

(281,950) £ (271,116) 

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

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

The notes on pages 48 to 56 form part of these financial statements. 



FIXED ASSETS 

Tangible assets 

CURRENT ASSETS 

Debtors and prepayments 
Cash at bank and in hand 

FINANCIAL SERVICES COMMISSION 

BALANCE SHEET 

AS AT 31 MARCH 2019 

Notes 

7 

9 
10 

CREDITORS: AMOUNTS FALLING DUE WITHIN 

ONE YEAR 11 

NET CURRENT ASSETS 

NET ASSETS £ 

FINANCED BY: 

RESERVES 

General Fund 
Contingency Fund 
Authorisations Support Fund 
CRD IV Fund 
Distributed Ledger Technology Support Fund 
Consumer Education Fund 

£ 

2019 2018 

£ £ 

144,753 159,596 

3,018,362 1,029,008 
290,557 791,215 

3,308,919 1,820,223 

(2,833,798) (1,077,995) 

475,121 742,228 

619,874 £ 901,824 

143,583 260,000 
185,852 185,924 

80,555 80,555 
32,818 34,303 

157,041 326,125 
20,025 14,917 

619,874 £ 901,824 

The financial statements on pages 44 to 56 were approved by the Commission on 31 July 2019 and signed 
on its behalf by: 

Samantha Barrass 
Chief Executive Officer 

Jonathan Spencer 
Chairman 

The notes on pages 48 to 56 form part of these financial statements. 
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As at 1 April 2017 

Deficit for the year 
Sub-fund income 
Sub-fund expenditure 

As at 31 March 2018 

Deficit for the year 
Sub-fund income 

Sub-fund expenditure 

As at 31 March 2019 

FINANCIAL SERVICES COMMISSION 

STATEMENT OF CHANGES IN EQUITY 

FOR THE YEAR ENDED 31 MARCH 2019 

Statutory 
General Contingency Authorisations Review CRDIV 

Fund Fund Support Fund Fund Fund 
£ £ £ £ £ 

221,164 185,996 210,000 15,780 229,000 
(271,116) -

(363,082) (4,113) 
673,034 (72) (129,445) (11,667) (194,697) 

260,000 185,924 80,555 - 34,303

(281,950) -

(480,000) 

645,533 (72) (1,485) 

143,583 185,852 80,555 - 32,818

The notes on pages 48 to 56 form part of these financial statements. 

Distributed Consumer Legal 
Ledger Education Investigations 

Technology Fund Fund Total 
£ £ £ £ 

160,000 30,000 121,000 1,172,940 
- (271,116)

367,195 

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

326,125 14,917 - 901,824

- (281,950)
480,000 

(649,084) 5,108 

157,041 20,025 - 619,874



FINANCIAL SERVICES COMMISSION 

STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED 31 MARCH 2019 

OPERATING ACTIVITIES 

Deficit for the year 
Increase in debtors and prepayments 
Increase in creditors 
Depreciation 

Net cash outflow from operating activities 

INVESTING ACTIVITIES 

Purchase of fixed assets 

Net cash outflow from investing activities 

Net cash outflow 

Cash at bank and in hand at beginning of the year 

Cash at bank and in hand at end of year 

Notes 

7 

7 

10 

10 £ 

The notes on pages 48 to 56 form part of these financial statements. 

2019 

£ 

(281,950) 
(1,989,354) 
1,755,803 

84,508 

(430,993) 

(69,665) 

(69,665) 

(500,658) 

791,215 

290,557 £ 

2018 

£ 

(271,116) 
(658,569) 
349,899 

78,871 

(500,915) 

(115,706) 

(115,706) 

(616,621) 

1,407,836 

791,215 
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FINANCIAL SERVICES COMMISSION 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 31 MARCH 2019 

1. PRINCIPAL ACCOUNTING POLICIES

48 

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

Accounting convention
The financial statements are prepared under the historical cost convention.
The financial statements are presented in Sterling(£).

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

Income from application fees is invoiced in advance before the authorisation process commences and
deferred, with recognition occurring in full when the application to which the fee relates is complete or
substantially complete and recovery of the fees has occurred or is expected.

Interest receivable is accounted for on an accruals basis.

Debtors
Debtors are stated in the balance sheet at invoiced amount less provisions for bad and doubtful debtors.
Under exceptional circumstances, provisions are made specifically against debtors that are deemed
irrecoverable.

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 

Gibraltar Resolution Authority 

20% 

20% 

331/3% 

331/3% 

There have been no transactions in the year in respect of the Gibraltar Resolution Authority. 

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. 
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FINANCIAL SERVICES COMMISSION 

DETAILED INCOME AND EXPENDITURE ACCOUNT 

FOR THE YEAR ENDED 31 MARCH 2019 

INCOME 

Financial Services Act 
Banking Act 
Insurance Companies Act 
Funds 
Auditor's registration 
Asset protection trusts 
Occupational pensions 
Insolvency practitioners 
Consumer credit providers 
Approvals under the Solvency II Act 
Solvency II invoke reporting 
CRD IV invoke reporting 
Listing Authority 
Miscellaneous income 

CRD IV levy 

Bank interest receivable 

TOTAL INCOME 

EXPENDITURE 

ADMINISTRATION 

Staffing Costs 

Salaries 
Employer's social insurance 
Retirement benefit provision 
Staff training 
Recruitment costs 
Life and health insurance 
Other staff costs 

2019 
£ 

2,578,419 
970,317 

2,473,995 
364,162 
111,587 

1,921 
13,590 
84,016 
40,779 
46,500 

871 
8,481 

6,694,638 

4,415 

£ 6,699,053 

4,542,902 
174,666 
430,843 

69,327 
95,803 

124,792 
42,073 

£ (5,480,406) 

2018 
£ 

2,000,987 
889,157 

2,381,570 
369,542 
120,360 

2,373 
16,760 
82,050 
34,255 

36,156 
26,400 
10,985 

5,000 

5,975,595 

2,327 

£ 5,977,922 

4,280,262 
145,574 
342,954 
129,565 
115,956 

83,926 
(24,793) 

£ (5,073,444) 



FINANCIAL SERVICES COMMISSION 

DETAILED INCOME AND EXPENDITURE ACCOUNT 

FOR THE YEAR ENDED 31 MARCH 2019 

2019 
ADMINISTRATION (continued) £ 

Office Expenses 

Stationery, office supplies & computer costs 74,194 
Books & subscriptions 117,946 
Company searches 570 
Postage & couriers 310 
Sundry expenses 11,058 

£ (204,078) 

Travel and Stakeholder Engagement 

Travel expenses 104,104 
Stakeholder engagement 16,540 

£ (120,644) 

ESTABLISHMENT 

Rent 233,766 
Rates 49,718 
Service charges 20,336 
Electricity 14,130 
Cooling system and water 7,619 
Insurance 16,989 
Cleaning 15,554 
Telephone & fax 20,069 
Office works 96,171 
Maintenance costs including removals & refurbishments 1,654 

£ (476,006) 

2018 
£ 

61,052 
101,069 

390 
132 

7,494 

£ (170,137) 

123,215 
17,633 

£ (140,848) 

236,112 
42,948 
16,450 
10,345 

7,213 
15,398 
15,038 
25,625 

2,149 

£ (371,278) 
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FINANCIAL SERVICES COMMISSION 

DETAILED INCOME AND EXPENDITURE ACCOUNT 

FOR THE YEAR ENDED 31 MARCH 2019 

FINANCIAL AND PROFESSIONAL 

Legal expenses 
Legal expenses recovered 
Professional fees 
Auditor's remuneration 
Depreciation 
Bank charges 
Commission members' fees 
Commission meeting costs 
Statutory Review 
CRD IV Invoke Reporting 
CRD IV Implementation 
Solvency II Invoke Reporting 
Corporate Development Costs 
Consumer Education Programme 
Bad debt write-off 
Foreign Exchange Loss/(Gain) 

TOTAL EXPENDITURE 

HMGOG Subvention 

(DEFICIT)/SURPLUS 
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£ 

£ 

£ 

2019 
£ 

2,807,269 
(2,559,780) 

803,104 
15,000 
84,508 

2,509 
140,989 

43,133 

(4) 
1,485 

373 

(5,108) 
141,395 

(4) 

(1,474,869) 

(7,756,003) 

775,000 

(281,950) 

2018 
£ 

1,419,512 
(1,300,601) 

614,983 
18,000 
78,871 

2,868 
131,723 

50,668 
11,667 
26,400 

194,697 
30,705 
12,831 
15,083 
85,884 

40 

£ (1,393,331) 

£ (7,149,038) 

900,000 

£ {271,116) 








