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Presentation Overview

* Fiduciary Flags

—  Cultural Indicators

e Fiduciary Facts

— Overview of the sector

e The Future
— A look forward to 2017
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Key message:

“Working together to ensure the Culture of the
Bailiwick supports good quality business”.



The Team

Director
Gillian Browning

Acting Director
Eamonn Finnerty

Assistant Directors
Alice Joy
Peter Carey

SENI@AEWAS
Mayuree Rondel
Simon Taylor
Stuart Mauger

Analysts
Annie Wilson
Bella Chesney

Copyright of Guernsey Financial Services Commission

PA/Administrator
Maxine Marett

Consultants
Steve Chandler
Ellen Armsden




Client Money Thematic — Objectives

* Conduct test of standards/practice following
crystallised risks

»  Share good practice & highlight areas for attention

« Assess the need for Client Asset Rules to enable us to
comply with the GIFCS Standard



Client Money Thematic — Process

*  Questionnaire sent to all full fiduciary licensees
Site visits conducted to 8 licensees

*  Final report in draft stage



Client Money Thematic — Findings

Client Money Accounts & their Operation

65% of firms have procedures in place for
determining whether a particular banking institution
1s appropriate to hold their clients’ funds.

The onsite visit programme also showed that in
practice firms were discussing the suitability of
banks at board level




Client Money Thematic — Findings

Procedures, Controls & Testing

e 69% of firms had documented
policies and procedures for the
operation of Client Money Accounts



Client Money Thematic — Findings
AML Arrangements

o« 80 % of firms receive full CDD prior to accepting client
funds 1nto a structure.

e The outlier 1s International Finance Group firms, where

64.9%0 of firms receive full CDD before accepting client
funds.



Fiduciary Sector Staff Employed

2013 2014 2015 2016

®m Employees - regulated activity B Employees - other activities
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Fiduciary Appointments

25.60

14.39

International Financial
Group

m Average Number of Fiduciary Appointments per Full Time Equivalent (all staff)

Average Number of Fiduciary Appointments per Full Time Equivalent (regulatory staff)

25.21
23.47

20.19 19.61

17.28

14.39 14.76

Lawyers and Accountants Privately Owned Local Privately Owned Overseas Sector
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Fiduciary Assets

m Average assets per Full Time Equivalent (all staff) m Average assets per Full Time Equivalent (regulatory staff)
AssetSE I | I I
International Financial Lawyers and Accountants Privately Owned Local Privately Owned Overseas Sector

Group
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Full Fiduciary Licensee data — percentage of total
assets under regulated activities held based on asset

type 2015 2016
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o
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Real estate
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Other Diverse Assets
Liquid and near liquid assets

Private Company Shares and other trading assets
Works of art and antiques



Full Fiduciary Licensees — distribution of assets &
total number of firms

m2013 m2014 m2015 m2016
Assets£ | l ‘ |
Number of Full 39 43 26 23 69 66 21 25
Fiduciary licensees 1t national financial group Lawyers and accountants Prlvately owned - local Prlvately owned - overseas
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Originating geographical location of licensees’ new
business

| Middle |\’
o East

Other
17.2%
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The Lending Credit & Finance Project

Proposals

CONSUMER
Consumer lending & credit protection

CHANGE
Repeal the NRFSB Law & replace with a new law

REGULATION & LEGISLATION
Prudent & proportional lending controls

Proposals

INNOVATION SOUNDBOX
Open & engage with innovators

PRODUCT & SERVICES
Clarify regulatory expectations

NEW OPPORTUNITIES
_ Support Bailiwick’s FinTech strategic objectives
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INNOVATION

DISTRIBUTED LEDGER CHALLENGER ROBO-ADVISORS PAYMENTS  SMART CONTRACTS
TECHNOLOGY BANKS
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SoundBox
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Idea
Concept Design

Opportunities &
Challenges

Research, Viability &
Prototype Development Plan
Developing &

! Evolution
Testing

Implementation
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The Lending Credit & Finance Project
Timelines

LCF Project LCF Project LCF Consult;tlon‘
Incepted ® Focus Groups ' apet

® Discussion
Paper issued

CURRENT
POSITION
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Innovation NRFSB Seminar LCF Discussion Paper NRFSB Survey II
SoundBox response period closed
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Proposed Regulatory Framework

Category 1 LCF Licence
Firms that are providing lending, credit and finance.

Category 2 Limited Licence

Innovative FSBs not included under the protection of investors law. Firms that
provide ancillary services to lending, credit & finance businesses

Firms that purely provide credit products and services.

J Category 3 Registration
Firms who should be registered only.

\ Risk-Based Exemptions & Not Required to Register
| Instances where it is appropriate and sensible to exclude some items.
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LCF Project Discussion Paper
ANALYSIS

THEMES

RESULTS

www.gfsc.gg/commission/innovations
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Expectations — 2017

/ On-Site |
| Visits |

Thematic |
| Reviews J/
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[ TCcsp |
| Standard /4

PRISM

! Risk Based |
| Supervision /4

[ Revision | ‘ |
of Laws J, \ Project J)
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Potential Thematic Reviews

Fiduciary
Client Duty in Pensions/

Money/Assets respect of Tax
Advice

Data Security

Trustee Financial
Investment Resources
Duty Requirement

Client Take
On
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