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IMF Gives Gibraltar the
Thumbs Up — Again

The IMF has once again endorsed
Gibraltar’s robust regulatory regime.
In three reports published by the IMF
earlier this year, Gibraltar was found
to be meeting the international stan-
dards demanded of any reputable
finance centre in the fields of Banking
and Insurance as well as in Anti-
Money Laundering and Combating
the Financing of Terrorism.

This is not the first time that the IMF has
produced favourable reports on
Gibraltar. In a report published in
October 2001 following an assess-
ment of the regulation and supervision
of Gibraltar’s financial services, the
IMF stated:
“The development of the financial
sector in Gibraltar has been facili-
tated by its location, a favourable
tax regime, a stable Government,
status within the European Union,
no exchange controls, a legal
framework based on the British sys-
tem, and the availability of a well-
quadlified labour force, particularly
well endowed with accounting and
legal skills.”

The report concluded that:
“The results of our assessment indi-
cated that supervision is generally
effective and thorough and that
Gibraltar ranks as a well-devel-
oped supervisor”.

The 2007 reports follows a visit to
Gibraltar in March of last year by a
team of nine evaluators from the IMF.
The reports found that Gibraltar is
amongst the top jurisdictions in the
world in so far as compliance with inter-
national standards is concerned.

The report on Anti-Money Laundering
and Combating the found that “the
Gibraltar authorities have done a good
job of implementing improvements to
Gibraltar's AML/CFT regime in the

main financial sector of banking to

keep abreast of evolving standards in
AML/AFT”. It added that “in other sec-
tors of financial intermediation, the FSC
is making considerable progress in
enhancing the effectiveness of existing
preventative measures”.

With regard to the observance by
Gibraltar of the core principles of the
International Association of Insurance
Supervisors, the IMF concluded that out
of 28 applicable standards, 24 were
observed, 3 were largely observed and
1 was partly observed. The latter
relates to market statistical data which
the FSC does not consider should be a
role played by the regulator.

In the area of banking supervision,
Gibraltar was found to be fully compli-
ant with 27 and largely compliant with
27 out of the 30 applicable interno-
tional standards.

The FSC expressed its delight with the
findings and recommendations in the
IMF reports. The FSC's Commissioner,
Marcus Killick said:
“The FSC continues to punch signifi-
cantly above its weight when it
comes fo implementing state of the
art supervision of the financial ser-
vices sector in a manner which does
not inhibit growth of the sector”.

The IMF reports have been welcomed
by the Gibraltar Government and
everyone working in the financial ser-
vices industry. The reports confirm the
adherence by Gibraltar to the highest
possible standards in regulation and
supervision of the industry.

Gibraltar is well poised to capitalise
on its well-earned reputation.
Gibraltar's fiscal and legislative inde-
pendence together with its skills base
has produced and will undoubtedly
continue to produce an extraordinary
economic story.

Gilbert Licudi

gilbert.licudi@hassans.gi



The Protection of Data in Gibraltar

Introduction

With the ever increasing use of com-
puters in our daily lives and their abi-
lity to store and process data, the pro-
tection and safeguarding of personal
data is becoming increasingly impor-
tant in today’s world.

Most if not all businesses keep some
record of their individual customers,
and with the ever increasing use of the
infernet to conduct on-ine ftransac-
tions, more and more of us are parting
with personal information, leaving us
exposed to the potential misuse of this
information by others.

The Data Protection Act 2004
Last summer the Data Protection Act
2004 came into force in Gibraltar.
The Act was designed to provide
rights and freedoms to individuals
against businesses and other organi-
sations processing personal data. It
also imposed certain responsibilities
and obligations on the processors of
such data. This article will highlight
some of the issues businesses need to
be aware of following the introduction
of the Act, and serves as a reminder
for the need for an effective data pro-
tection policy to be formed.

In addition it must be noted that the
Act applies to all storage and retention
of data, even if it is written down and
kept in a filing cabinet; it is not just
information stored on a computer.
The exception to all this is when data
is processed purely for personal rea-
sons. Then, in such circumstances the
provisions of the Act do not apply.

Principles

However, if your business keeps or

processes any information about living

people it will need to comply with the

eight basic principles of data protec-

tion:

1. Obtain and process the information
fairly

2. Keep it only for one or more speci-
fied and lawful purposes

3. Process it only in ways compatible
with the purposes for which it was
given to you initially — for example
if you say it is to keep your custo-
mers up to date with new product
information, you cannot then sell
their details on to a telemarketer

4. Keep it safe and secure - for exam-
ple, your staff need to be told that
that they must keep personal infor-
mation securely and in accordance
with any security procedures you
have established.

5. Keep it accurate and up-to-date

6. Ensure that it is adequate, relevant
and not excessive

7. Retain it no longer than is neces-
sary for the specified purpose or
purposes

8. Give a copy of his/her personal
data to an individual, on request

In addition to these basic principles, if
you are processing sensitive personal
information an additional obligation
of obtaining the individuals explicit
consent is imposed.

Sensitive data can be classified as
any information relating to a person’s
racial or ethnic origin, religious or
philosophical belief, trade-union mem-
bership, health records or sex life. It
also includes the commission or alle-
ged commission of any offence, as
well as information relating to any
proceedings and any sentence han-
ded out.

Staff

In addition to the principles outlined
above, the Act imposes a requirement
for businesses to take reasonable
steps to ensure that employees and
other people who attend the workpla-
ce are aware of and comply with the
relevant data security measures in
place.



Registration

It should be noted that under the Act,
it is an offence for businesses to pro-
cess personal data unless they have
first registered their data processing
operations with the Data Protection
Commissioner. Registration is done
by completing a form and sending it
to the Commissioner.

Rights

It is also equally important for businesses
to know what the various rights are of the
individuals whose data they are proces-
sing and how to deal with requests from
people asserting these rights.

The basic rights include, among others,
the rights for individuals to have access
to the information your business holds
about them. If the information is inac-
curate, you can be required to correct
this. In addition individuals have the
right to object to decisions being made
about them as a result of the automated
processing of their information.
Breaches of these rights can lead to a
complaint being made to the Data
Protection Commissioner and can
result in legal action being taken
against the business.

Ecommerce
If your business operates a website or
uses forms requiring consumers fo

part with personal information, a
Privacy Statement must be prepared.
The Privacy Statement must be atta-
ched to the forms and must appear
also on the website. It should make
clear in plain language, and with
appropriate prominence, precisely
what is being consented to. A more in
depth analysis of the contents of
Privacy Statements will be the subject
of a future article.

Checklist

There is a useful checklist put together
by the Government of Gibraltar to
help businesses and other organisa-
tions establish if they are compliant
with the various requirements of the
Act. It is well worth going through this
checklist to see whether your business
has an effective data protection
policy, the checklist can be accessed
on-ine at www.gibraltar.gov.gi .

In addition Hassans is able to assist
your business with the preparation of
effective data protection policies as
well as training staff as to their obli-
gations under the Act.

For further information please contact
Stephen Forster
stephen.forster@hassans.gi

or Michael Nahon

michael.nahon@hassans.gi

2007 Budget

Reflecting Gibraltar’s strong and con-
tinuing economic growth, this year’s
Budget, presented to Parliament by
the Government at the end of June,
provides a timetable for the long-
awaited introduction of a low corpo-
rate tax regime. And while an imme-
diate 2 per cent reduction in the tax
paid by tax resident companies -
from 35 to 33 per cent — has disap-
pointed the local business community,
they and investors will take some con-
solation from the fact that the
Government committed to a timetable
to achieve an across-the-board corpo-
rate tax of 10 to 12 per cent by
2010.

While the financial services sector
had hoped for a bolder approach to
the corporate tax question, the
Government clearly has felt con-
strained by the pressures to phase out
tax exempt companies by 2010 and
the imminent ruling from the European
Court on Gibraltar’s appeal against
the European Commission’s ruling on
“regionality” in relation to Gibraltar’s
broader tax proposals.

The Budget also contained a basket of
fiscal measures for local consumption
- clearly a populist Budget with
appeal to the average person in the
street. However, Gibraltar’s financial
and commercial communities were
less enthusiastic — disappointed that
the Government had not delivered the
bold new reduced flat rate in corpo-
rate tax that had been widely antici-
pated. Instead, as indicated above,
corporate taxes for 2007/08 are to
be reduced by a mere 2 per cent -
from 35 per cent to 33 per cent and
in the following tax year by a further
3 per cent to 30 per cent — and, final-
ly in the 2009/10 tax year there will
be another 3 per cent cut to 27 per
cent.

The new low flat corporate rate —
which the Government anticipates will
be between 10 and 12 per cent - is
expected to come into effect in 2010.

The Government’'s claim, that
Gibraltar’s economy “has never been
better” would justify swifter corporate
tax cuts; and with the European Court



ruling only a few weeks away, the
new low flat rate could have been
brought forward to take effect from
next year critics argue. They are con-
cerned that unless there are alternate
provisions to off-set the paucity of the
proposed tax reduction it will deter
newcomers — particularly to the boom-
ing insurance sector.”Grandfathered”
companies will, of course, enjoy their
tax exemptions for three more years
before tax exempt companies are
phased out in 2010 to comply with
EU legislation. It should also be noted
that the Gibraltar tax system is based
on the territorial principle. Therefore
only Gibraltar sourced income, i.e.
income which is accrued or derived in
Gibraltar, is subject to Gibraltar
taxes. Furthermore, there is no capi-
tal gains tax in Gibraltar.

In dealing with corporate taxes in his
Budget speech, the Chief Minister
stressed that to sustain a successful
economic model Gibraltar would
have fo retain its commitment to a
very competitive tax model. And
because it was no longer acceptable
to have one set of taxes for local com-
panies and another, different one for

“foreign” companies, a low fax sys-
tem for all companies was vital...
“otherwise overseas companies will
leave and the economy will suffer
hugely”.

The across-the-board low, flat tax rate
which the Government would intro-
duce by 2010 will most probably be
set at 10 per cent, but in any event
not higher than 12 per cent. This
would be similar to the arrangements
that already exist in Ireland, Malta,
Cyprus and other EU countries.
Between now and then, it is expected
that the Government will consult
extensively with the different econom-
ic sectors with a view to further miti-
gate the consequences of a relatively
high rate of corporate tax to compa-
nies having a bricks and mortar pres-
ence in Gibraltar.

The Budget also heralded modest
changes to taxes imposed on High
Net Worth Individuals (HNWI) and
Category 2 status individuals, while
abolishing both category 3 and cate-
gory 4 status for new entrants. From
July 1 this year the minimum tax
payable by HNWIs is increased

fromGBP14,000 to GBP18,000
while the taxable income level
increases by GBP10,000 to
GBP60,000. Existing Category 3 sta-
tus individuals will retain that status
until June 2009 — unless their certifi-
cates lapse sooner — but will also face
a GBP5,000 a year hike in taxes to
GBP15,000, while similar time con-
straints will apply to Category 4 indi-
viduals, whose taxes will also
increase by 50 per cent - from

GBP5,000 to GBP7,500.

As Gibraltar's economy continues its
strong and robust expansion, these are
measures that the Government can
afford — with a record over-all Budget
surplus of GBP24.8 million and capital
reserves that stand at a new alltime
record of GBP100 million.

The Budget announcements have pro-
vided much needed clarity from the
Government in relation to corporate
tax rates over the medium term.
Hopefully, this will be further
enhanced when the European Court's
long awaited ruling on regionality is
issued in Gibraltar's favour.

Michael Castiel
michael.castiel@hassans.gi
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Hassans Participate in La Linea Forum

Gibraltar as the finance centre for
Spain was the vision expressed by the
Mayor of La Linea, Juan Carlos Juarez,
in his opening speech at a Forum
organised by the Small Business
Federations of La Llinea and Gibraltar
and held on 27" April 2007.

lan Felice of Hassans was invited to
deliver a presentation setting out the for-
malities that a Spanish business would
need to comply with in order to setup
in Gibraltar. The Sevilla office of the
prestigious law firm Cuatrecasas was
invited fo give a similar presentation set-
ting out what a Gibraltar business
would need to carry out in order to set-
up in Spain.

Hassans’ talk focused mainly on the
practicalities of sefting up a business in
Gibraltar - explaining the differences
between setting up as a limited com-
pany, as a sole trader and as a part-
nership and the issues that arise in mat-
ters such as employment, tax, property,
licensing and bank accounts.

At a more global level, Hassans’ talk
focused on how Gibraltar's position as
part of the European Union, and with
the dawn of the anticipated tax reforms
could result in Gibraltar being the nat-
ural jurisdiction of choice for Spanish
businesses seeking to invest both in the
EU in non-EU growing markets such as
Morocco or Latin America.

Everyone involved agreed that the Forum
had been a good opportunity for busi-
nesses on both sides of the frontier to
learn about the intrinsically different
aspects they would need to consider
when setting up in each other's jurisdic-
tions.

It was generally felt that conferences
such as these helped to dispel myths
and generally fill an important void of
knowledge in how businesses operate
in such geographically close conceptu-
ally but different jurisdictions.

lan Felice
ian.felice@hassans.gi
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Hassans is the largest law firm in Gibraltar.
A full list of partners is available on our
website. Further information on the firm’s

Hassans Corporate & Commercial Department
57/63 Line Wall Road - Gibraltar

Tel: +(350) 79000 Fax: +(350) 47690
Website: www.gibraltarlaw.com

Newsletter Editors: Gilbert Licudi, Stephen Forster

full range of services can be obtained on:
www.gibraltarlaw.com

This Newsletter does not constitute legal advice and is intended only
to highlight general issues which may be of interest to our clients.
The views expressed are the author’s own and do not necessarily
represent the views of the firm. Specialist legal advice should
always be sought in relation to any particular circumstances.
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