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DRAFT ANNUAL BUSINESS PLAN 2010 (P.117/2009): SIXTMMENDMENT

PAGE 3, PARAGRAPH (h) —
In paragraph (h), after the words “pages 105 todfGBe report” insert the words —

“except that for the following item described inc8en 1.1.2 Economic
Development Department —

‘a new Plant Varieties (Jersey) Law 200-, to protaghts in newly
developed plant varieties’

| there be substituted the following item —

| ‘a new Financial Services Ombudsman Law’.

SENATOR A. BRECKON
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REPORT

On a number of occasions | have sought to amendiafting to remove something
and insert the provision of a Financial ServicesbQdsman Scheme for Jersey — so
far without success.

In order to assist, | have appended to this Repatt the ANNEX,
P.93/2007 Amd.(10) — Annual Business Plan 20083(R@7): tenth amendment — as
this includes nearly all of the history on this jgaib.

As can be seen, over 10 years ago a recommendedi®rcontained in the “Edwards
Report” (published on 19th November 1998: “RevidwFmancial Regulation in the
Crown Dependencies”), which said that Jersey’s rigizd Services businesses should
have a statutory Ombudsman scheme: “which will glevan efficient and cost-
effective mechanism for the resolution of disputestween financial services
businesses and their customers”. A “Task Forcet tas established in Jersey to
respond to “Edwards” agreed with that recommendatémd the Financial Services
Commission was asked to consult with interestetigsaand to prepare Law Drafting
instructions for which Law Drafting time was alloed to enable a scheme to be
introduced as soon as possible.

This was done and the concluded work was passedhdy(then) Finance and
Economics Committee in September 2002. In effemthing positive has happened to
provide this basic layer of effective consumer gction.

Over the last 2 years since | last brought thisraimeent, much has happened in the
financial services sector and global markets wisiaghgests to me (and others) that
greater protection is required for the individugainst the might of the institutions.

Interestingly, those previously against protecfionindividuals from institutions are
now actively promoting a Depositor Protection Scheamd, | believe, rightly so.
However, in my opinion, it took a long while forathparticular “penny to drop”. |
believe now more than ever, Jersey needs a Find@eigices Ombudsman, not only
to demonstrate that we are a quality finance cdnitelso to ensure that when things
do go wrong for consumers we have an adequate,ost alternative dispute
resolution process in place that is comparable wtitler jurisdictions.

| believe that it is an accepted practice for secémd industries to finance their own
Ombudsman Schemes.

Financial and manpower implications

In 2007, the Law Draftsman had assessed the Lawtiliyarequirement of the
Financial Services Ombudsman Law as 29 days. Teesasient given by the Law
Draftsman’s Office for the Plant Varieties Law 8 @ays, virtually a straight swap in
terms of Law Drafting time, and instructions foirsthaw are not due yet and have not
been received. There would be a need for an officeprepare Law Drafting
instructions for the proposed Ombudsman Law.
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ANNUAL BUSINESS PLAN 2008 (P.93/2007): TENTH AMENDENT

In paragraph (i), after the word%ages 54 to 59 of the repoitisert the words —

“except that in the said Table, for the followibgm —

G)

G)

PRIORITY SPONSOR DESCRIPTION DRAFTIN
DAYS
29 Economic Licensing Law 30
Development
A new Law to provide a simplified
regulatory regime suited to present
needs
there be substituted the following item —
PRIORITY SPONSOR DESCRIPTION DRAFTIN
DAYS
29 Economic Financial Services Ombudsman 30

Development

Law

A new Law to establish a financi
services ombudsman

=

DEPUTY A. BRECKON OF ST. SAVIOUR
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REPORT

As a member of the States, but more specificallglagirman of the Jersey Consumer
Council, I have over a number of years received eroos complaints from
individuals about the lack of a user-friendly, loav no-cost alternative dispute
resolution process when difficulties arise withrahcial institution.

Banks, Insurance companies and the like often ld@decated legal departments to
deal with customer enquiries and they can ofte® gim individual the run-around,
often frustrating all but the most persistent. Whigis happens, or with the possible
threat of personal loss to the individual, the tiegate claimant can often walk away
feeling aggrieved. So the institution wins, whismbt always fair play.

Ombudsman
Hence the need for a redressing of the balancewep Ombudsmen have been in
existence for nearly 200 years, with Sweden bdiegdfitst country to establish such a

service in 1809. Jersey would not be breaking newrgl here.

Jersey Citizen’s Advice Bureau (CAB)

On 30th May 2007 | attended the Annual General Mgaif Jersey’'s CAB. The guest
speaker was Mr. Walter Merricks, who is Chief Ondmdn at the Financial
Ombudsman Service. A copy of his presentation slale attached at Appendix A.
These are well worth a read and show clearly thatUWnited Kingdom system is
funded by a levy on industry. Jersey should dostimae.Most industry schemes are
funded by fees and subscriptions from the industoycerned: Estates Agents,
Removal Companies, Undertakers, etc.

In brief, the UK annual levy would be that —

e Banks pay £1 per 300 bank accounts;
e Insurance companies pay £1 for every £22,000 ahijoras;
« Small intermediaries pay £50.

Also in the UK Ombudsman’s experience —

e More than 50% of complaints are about the 11 ldrgexrips;

* More than 15% of complaints are about the nexaPfest groups;

e Less than 35% of complaints are about the oth€@0RXjrms;

Only 8% of cases reach the Ombudsman: others émedy before by either
termination, mediation or a decision of an adjuttica

About 30% of complaints received are upheld.

Procedures

The Financial Services Authority (U.K.) requireatfs to deal with complaints in a
businesslike manner: guidelines are laid down bawe —

* Within 48 hours;
e Within 5 business days a written acknowledgemedtranord of complaint;
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*  Within 4 weeks a written final or holding response;
* Within 8 weeks a written final response advisingQrhbudsman’s referral
rights if your situation is not resolved.

So it is wrong to presume a Jersey Financial Sesvi©Ombudsman would be
swamped — anyone seeking attention would have rwodstrate a process similar to
the above before it applied the mind of an Ombudsma

Offshore confidence

However, the existence of an Ombudsman schemeaseylwith powers to award up
to £100,000 (as U.K.) would give a greater degreeomfidence to the individual
investor: should there be a problem, an efficiantcost to the consumer system is in
place to assist with remedy.

The benefits to financial services industry, witlh many constituent parts, are
numerous and the cost to industry should be coresides an investment to go with
triple A ratings.

Further background information

| have previously brought amendments to the States

1. “States Resource Plan 2005 to 2009 (P.135/200dynseamendment”;
2. “States Business Plan 2006 — 2010 (P.151/2005)ndment”.

No. 2 above is attached as Appendix B. This shawparticular the presence and
“Membership of Ombudsman Working Party” at pageflllo. 2 above.

In general terms the Jersey Financial Services Ussion (JSFC) would welcome
the existence of an Ombudsman scheme, as is apf@mencorrespondence attached
to the amendment to P.151/2005.

In a letter of 1st May 2003 from the Chairman af 48FC, Mr. Colin Powell to Alan
Breckon, he says —

“With the transfer of responsibility for the finameéndustry and for the Commission
from the Finance and Economics Committee to then&mic Development
Committee, that | understand is in immediate progpie will be for the Economi
Development Committee to progress the matter aharf€ial Services Ombudsmapn.
As that Committee also has general responsibibtyconsumer affairs it might b
expected that members of the Committee will be atratic to the idea.

I hope you are successful in rekindling the delmtehe subject of an Ombudsman
Service.”

As will be apparent, the former Economic DeveloptnEommittee were not at all
pro-active with this matter as nothing is yet imqd, hence this further Report and
Proposition.
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Also attached to my Amendment were comments from —
Policy and Resources Committee
and, Economic Development Committee (EDC)
(For information both are attached at Apperlix
The comments of the EDC seem oblivious to anythisgpening earlier regarding the
JFSC and in particular the existence or Membershithe Ombudsman Working
Group.

Foolishly in hindsight | agreed to withdraw my arderent with a promise that
something would happen — it has NOT.

A Report was produced —
Financial Services Ombudsman Scheme Report R.J.{2@hched at Appendix D).

This Report was neither helpful nor conclusive. Report is not my understanding of
what was agreed when | withdrew my Amendment in5200

14th September 2006

| attach for information at Appendix E extracts tbe Hansard of 14th September
2006. Also attached at Appendix F is the answetthef Economic Development

Minister to a written question from Deputy R.G. Hérissier of St. Saviour of 3rd

July 2007. As you will read from both, this isssegbing nowhere quickly.

So is there a need?

The most recent “Hot Topic” is Bank Penalty Charégsfault charges). The Jersey
Consumer Council has knowledge of over £500,00Giwof claims settled or in
progress by individuals against Jersey’s High $tBsnks. In the U.K. there are a
number of official bodies able to assist with regned

Office of Fair Trading
Financial Services Authority
Financial Services Ombudsman

In Jersey we have none of the above present andduodls have been tested by some
banks resolve not to pay back charges that have dggaied unfairly.

Billions of £'s
Estimates are that £1.7 billion of combined bandfits per year come from charges
of one sort or another. Claims can be made foryrapats of up to 6 years. This could

mean over £10 billion is at stake for the banks.

£403 million+ paid to date

Interim results from major banks show that chargésnded to date are —
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¢ HSBC refunded £120 million;

« Barclays refunded £87 million;

* Royal Bank of Scotland (Includes Natwest) refunfi&dl million;
¢ HBOS (Includes Halifax) refunded £79 million.

| have seen cases where banks are guilty of whatldee considered sharp practice.
An example would be when:

— a person’s salary is paid in on a certain date stadding orders or direct
debits are paid,;

- the banks have made the payments out leaving amaicoverdrawn;

— then levied a charge on each transaction (anywihetsgeen £25 and £30 and
maybe up to 3 times on each default);

— then credited the person’s account with their galar

Banks have been using charges as a licence totipgintown money.

Mortgage and endowments

This was previously the area of most referraldio.K. Ombudsman. Again those in
Jersey have been left to fend, many with somecditfy, for themselves to obtain
remedy, on occasions using U.K. official bodiesatssist if jurisdiction can be
established.

Other areas of remedy

There are other financial areas where people fpgplieved and they often give up on
a dispute that is without remedy.

Law Drafting

There are estimates of between 15 to 30 days estjtor Law Drafting. The difficulty
being that to get something in does mean propasikipg something out, and as |
said 2 years ago, the world will stop turning wathy proposals | make.

To demonstrate, in 2005 | suggested the remov#iefLimited Partnership Law” —
Policy and Resources believed that this shouldigtay

“as this will provide additional flexibility to théinance industry in an important arga
of business....”

So VITAL is this particular legislation that in 2&rs it is still in the drafting proves
and yet to surface (see page 196 of Annex).

No right for individual States Members

In this process of Law Drafting there are no rigfuts an individual Member for a
number of reasons, but mainly that allocation wietiis to Ministers and Departments
only. For that reason | seek a positive decisiomfthe States to give this matter both
focus and priority.
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Conclusion

| hope support can be given to assist in findingady in an area of private finance
that causes distress to many individuals, somehafmvare not best able to represent
themselves.

| believe we have a duty to provide the framewar@ that industry should be obliged
to pay for it.

| believe that there are no financial or manpoweplications for the States as the
proposed Ombudsman would be industry funded.
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APPENDIX B

STATES OF JERSEY

=

STATES BUSINESS PLAN 2006 — 2010
(P.151/2005): AMENDMENT

Lodged au Greffe on 9th August 2005
by Deputy A. Breckon of St. Saviour

STATES GREFFE

2005 Price code: C P.151 Amd.
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STATES BUSINESS PLAN 2006 — 2010 (P.151/2005): AMBWENT

At the end of paragraph (d), after the wotd@sble 11.3"insert the words —

“except that in the said table, for the followiitgm —

27 | LIMITED ECONOMIC DEVELOPMENT]| Nil Nil
PARTNERSHIPS| COMMITTEE
LAW —
AMENDMENT
(30 days)

there shall be substituted the following item —

27 | FINANCIAL ECONOMIC DEVELOPMENT| Not yet Not yet
SERVICES COMMITTEE identified identified
OMBUDSMAN
(JERSEY)

LAW — NEW
LAW (30 days)

DEPUTY A. BRECKON OF ST. SAVIOUR
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REPORT
Introduction

In September 2004 | brought a similar amendmeniglhwivas narrowly defeated (for

information | have attached that amendment and Stetes Minutes from 14th

September 2004). | believed then and now, thatelbsey having a Financial Services
Ombudsman it will strengthen the standing of tmadice industry, by giving access,
at no cost, to the individual, who may feel aggeigwy the action of a financial

adviser or institution.

Balance of power

Individual consumers do not always have an easyaftective remedy to dispute
resolution with financial institutions, whereas imesses can resource departments to
deal with these matters, including legal adviceicitwill not come either easily or
cheaply to the individual.

The presence of an Ombudsman gives some powertbdhk individual against the
corporation. Also it gives focus to the grievantéhen an Ombudsman becomes
involved, quite often matters are resolved betwihenparties, however, the process
needs to be there to facilitate remedy — often avittan Ombudsman simple matters
can become long, protracted and not resolved.

Isle of Man
| have attached some information about the FinbB&avices Ombudsman Scheme in
the Isle of Man which came into operation in Jagua002 but can consider

complaints relating to events occurring on or a2@th April 1999.

The Isle of Man boasts that it “is the only Britisffshore island providing such a
scheme for financial complairits

Jersey can and should do something about thatrstate
The Isle of Man “Information Centre” has more vgood news.

“The first Annual Report of the Financial Servic8snbudsman Scheme is
published today (14th April 2003), for the year iegd31st December 2002.
The Scheme gives customers worldwide a free, intdg® and less formal
method of resolving disputes with Isle of Man finmh firms. The

introduction of the Ombudsman Scheme has furthbameed the consumer
protection arrangements on the Isle of Man, complding the established
regulators, compensation schemes and Pensions @mbuadarrangements.

Ombudsman Schemes are an accessible alternatigeintg to court if the
complainant has been unable to resolve the matexstiy with the company.
In the absence of such a scheme, many people dwmwaetthe resources to use
the court system especially for disputes invohdngall sums.

In 2002 the Ombudsman Scheme received 400 icibialacts which resulted
in 273 potential complaints.
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In the main, issues raised in complaints tended ctmcern simple
administrative errors by suppliers of financialvéegs (‘suppliers’), such as
delays carrying out customers’ instructions or Bion of incorrect
information on fund or surrender valuations, andheotissues, such as
transparency of charges for early surrender of mvestment or early
repayment of a mortgage.

Of the complaints received, 54 were outside thisdiction of the Scheme
and a total of 57 complaints were completed inyt@r. The majority (35) of
the complaints were resolved at the first stagenetliation and conciliation
by Office of Fair Trading staff and 22 receivednfa determinations by an
Adjudicator (or ‘ombudsman’). While most of the 2&re upheld either in
full or part, most of the sums awarded were moflesially £600 or less), and
in nearly every case included an element in resp#ctdistress and
inconvenience suffered.

Sophie Watkins, Head of Research and Operatiotiedsle of Man office of
Fair Trading said “We have had a very successfst fiear. We believe the
Ombudsman Scheme has proved useful both for custoamal suppliers by
giving a free and independent method of resolviog@aints. Ombudsman
schemes are increasingly seen as an important gfag well-regulated
marketplace and the Isle of Man is the only Britidfshore island providing
such a scheme for financial complaints.”

Jersey Financial Services Commission

| have in my possession a number of documentsngl&t the background work that
has been done by the Financial Services Commissien the last 5 years. | have
attached a number of these for information.

* A Working Party was set up in 2000/2002 to lodkaaFinancial Services
Commission Ombudsman.
— Membership attached.

* September/October 2002 — sent to Finance and dfoims “advised that the
Committee will not look at the document until aftke forthcoming election”.

* 5th September 2002 — Alan Breckon received copyWorking Party
recommendations for Law Drafting Instructions.
— Extracts enclosed:
Memorandum — with some options;
Draft Memorandum — introduction and background;
Table of Appendices;
Funding options.

Furthermore, as a Financial Services Commissionudisinan seemed to be stuck (or
neglected) in the system, | wrote to States Membads50 or so others, in general
terms the responses were positive and supporthading the Chairman of the
Jersey Financial Services Commission, Mr. Colin &bwand Director General (then),
Mr. Richard Pratt.
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Financing and manpower

There are a number of possibilities for fundingsieig trade associations like estate
agents and funeral directors are “trade funded”.

The Isle of Man boasts —
“The Scheme is set up under sections 21A, 21B 2@ of the Financial
Supervision Act 1988 and operates out of the IfléMan Office of Fair
Trading. It is funded by the Isle of Man Governmént

In general terms, “trade funding” and meaningfutipgpation is the ‘norm’.

There are a number of ways this can be achieveh-awery small cost to existing
businesses but with a substantial benefit.

Conclusion

| believe having a Financial Services CommissionbOdsman in Jersey is a win-win
situation.

. Confidence for consumers.

. Confidence in the Finance Industry.
. A positive advert for Jersey.

. Government reacting for reality!

I do not think the world will stop turning if we pback for another day the LIMITED
PARTNERSHIPS LAW.
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APPENDIX
[to P.151/2005 Amd.]

STATES OF JERSEY

=

STATES RESOURCE PLAN 2005 TO 2009
(P.135/2004): SECOND AMENDMENT

Presented to the States on 14th September 2004
by Deputy A. Breckon of St. Saviour

STATES GREFFE

2004 Price code: A P.135 Amd.(2)
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STATES RESOURCE PLAN 2005 TO 2009 (P.135/2004): SEO

AMENDMENT

In Appendix 11 referred to in paragraph (c) of tpeoposition insert the
following item into the Legislation Programme f&05 —

FINANCIAL
SERVICES
OMBUDSMAN
(JERSEY) LAW —
NEW LAW (15 days)

ECONOMIC DEVELOPMENT | None identified
COMMITTEE

None identified

DEPUTY A. BRECKON OF ST. SAVIOUR
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REPORT

Ombudsmarservices were first established in Sweden in 180tvestigate citizens
complaints against public officials”.

Since then many basic systems have developed tieeoadinary people to air their
complaint or grievance, (at no (or low) cost), ab@u specific area of public
administration or trade/industry, e.g. financiaiveees etc.

Balance of power

Areas of public administration or large, and to soextent small businesses, maybe
seen to have a considerable advantage over theidodi consumer, however, the
Ombudsman can balance that power by being ablesioiaformation and remedy for
the “underdog” in an efficient, transparent andrdigendly manner.

The Jersey Financial Services Commissiisn responsible for the regulation,
supervision and development of the financial sewiindustry in the Island; key
features of this are:

(a) reducing risk to the public of financial loss,

(b) protecting and enhancing the Island’s reputatiod integrity in commercial
and financial matters, and

(© safeguarding the Island’s best economic interes

| believe this should include an Ombudsman Schegneng access to local and
overseas individuals who may wish to seek costctffe remedy without a costly
legal process. Examples of this would be mis-salddiog'ment policies, hidden
charges and costs, linked insurance of other ptedulersey Financial Services
Commission licences many businesses, however gl cannot easily challenge
their business practices.

Conclusion

A recommendation was contained in the “Edwards R&p@ublished on 19th

November 1998, “Review of Financial Regulation e tCrown Dependencies”)
which said that Jersey's Financial Services busigsshould have a statutory
Ombudsman scheme, “which will provide an efficiand cost-effective mechanism
for the resolution of disputes between financiatviees businesses and their
customers”. The “Task Force” that was establisimedersey to respond to “Edwards”
agreed with that recommendation and the Finan@ali€es Commission was asked
to consult with interested parties and to prepare drafting instructions for which

law drafting time was allocated to enable a schémde introduced as soon as
possible.

An Ombudsman Working Party was set up by the Fiahr®ervices Commission

with a brief to prepare law drafting instructioms f« Financial Services Ombudsman
Scheme. The Working Party included a good crosseseof the various strands of
the finance industry and concluded its work in $Seyger 2002 and passed
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information to the Finance and Economics Committee approval - nothing
happened.

This amendment seeks to generate some positiveitactor the benefit of the
individual and the finance industry.

There are no financial or manpower implications fioe States arising from this
amendment.
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States Minutes of 14th September 2004 show —

THE STATES, following further consideration, rejedtan amendment of Deputy
Alan Breckon of St. Saviour that in Appendix 11eméd to in paragraph (c) of the
proposition there be inserted the following itertoithe Legislation Programme for

2005 —

FINANCIAL
SERVICES
OMBUDSMAN
(JERSEY) LAW —
NEW LAW (15
days)

ECONOMIC

DEVELOPMENT
COMMITTEE

None None identified

identified

Members present voted as follows —

POUR: 21 CONTRE: 26 ABSTAIN: O
Senator S. Syvret Senator L. Norman
Senator W. Kinnard Senator F.H. Walker
Senator P.V.F. Le Claire Senator T.A. Le Sueur
Senator P.F. Routier Senator M.E. Vibert
Senator E.P. Vibert Senator P.F.C. Ozouf
Senator R.J. Shenton Connétable of St. Martin
Connétable of St. Ouen Connétable of St. Saviour
Connétable of St. Mary Connétable of St. Brelade
Deputy R.C. Duhamel (S) Connétable of St. Clement
Deputy A. Breckon (S) Connétable of St. Helier
Deputy J.J. Huet (H) Connétable of St. Lawrence
Deputy of St. John Connétable of Grouville
Deputy G.C.L. Baudains (C) Connétable of St. John
Deputy P.N. Troy (B) Deputy of Trinity
Deputy R.G. Le Hérissier (S) Deputy of St. Martin
Deputy J.B. Fox (H) Deputy T.J. Le Main (H)
Deputy J.A. Martin (H) Deputy M.F. Dubras (L)
Deputy G.P. Southern (H) Deputy J.L. Dorey (H)
Deputy J.A. Bernstein (B) Deputy F.G. Voisin (L)
Deputy of Grouville Deputy S.C. Ferguson (B)
Deputy of St. Peter Deputy of St. Mary

Deputy of St. Ouen

Deputy P.J.D. Ryan (H)

Deputy M.A. Taylor (C)

Deputy J.A. Hilton (H)

Deputy G.W.J de Faye (H)
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Information Centre
Office of Fair Trading

Oik Dellal Cair Ellan Vannin

Office of Fair Trading
Government Buildings
Lord Street

Douglas

IM1 1LE
Telephone:(01624) 686500
Fax: (01624) 686504

‘Website: _ll!ﬁtp://\)vww‘qov,im/ofvb. !

1110 April 2003

FIRST ANNUAL REPORT OF THE ISLE OF MAN FINANGIAL SERVICES
OMBUDSMAN SCHEME- Oftice of Fair Trading News Release

(2
<O

Forimmediate release

The first Annual Report of the Financial Services Ombudsman Scheme is published today (14th April 2003), for the
year ending 31st December 2002. The Scheine gives customers worldwide a free, independent and less formal
method of resolving disputes with Isle of Man financial services firms. The introduction of the Ombudsman Scheme
has further enhanced the consumer protection arrangements on the Isle of Man, complementing the established
regulators, compensation schemes and Pensions Ombudsman arrangerments,

Ombudsman Schemes are an accessible alternative to going to court if the complainant has been unable to resolve
the matter directly with the company. in the absence of such a scheme, many people do not have the resources to use
the court system especially for disputes involving small sums.

In 2002, the Ombudsiman Scheme received 400 initial contacts which resulted in 273 potential complaints.

In the main, issues raised in complaints tended to concern simple administrative errors by suppliers of financial
services (‘suppliers), such as delays carrying out customers' instructions or provision of incorrect information on fund
or surrender valuations, and other issues, such as transparency of charges for early surrender of an investment or
early repayment of a morlgage.

Of the complaints received 54 were outside the jurisdiction of the Scheme and a total of 57 complaints were completed
in the year. The majority (35) of the complaints were resolved at the first stage of mediation and conciliation by Office
of Fair Trading staff and 22 received formal determinations by an Adjudicator (or 'ombudsman'). White most of the 22
were upheld either in full or part, most of the sums awarded were modest (usually £600 or less) and in nearly every
case included an element in respect of distress and inconvenience suffered.

Sophie Walkins, Head of Research and Operations at the Isle of Man Office of Fair Trading said "We have had a very
successful first year. We believe the Ombudsman Scheme has proved usefuf both for customers and suppliers by
giving a free and independent method of resolving complaints. Ombudsman schemes are increasingly seen as an
important part of a well-regulated marketplace and the Isle of Man is the only British offshore island providing such a
scheme for financial complaints.
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Information Centre
Office of Fair Trading

Oik Dellal Cair Ellan Vannin

Office of Fair Trading
Government Buildings

Lord Street

Douglas

IM11LE

Telephone:(01624) 686500
Fax: (01624) 686504

Email: iomfairtrading@gov.im

Website: www.gov.im/oft

315t January 2002
News Release

Financial Services Ombudsman Scheme Receives Seal of Approval

The Isle of Man Financial Services Ombudsman Scheme has been accepted as a member of the British and lrish
Ombudsman Association.

For an Ombudsman Scheme to be recognised by the Association it must meet four key condition. Those conditions
are independence of the Ombudsman from the organisations the Ombudsman has the power to investigate;
effectiveness; fairness and public accountability.

The Isle of Man Scheme is a free, independent dispute resolution service for individuals with an unresolved complaint
against an Isle of Man financial firm such as a bank, insurance company or financial adviser. Aithough coming into
operation on the 1st January 2002, the Scheme can consider complaints relating to events occurring on or after 20th
April 1999,

The Scheme operates out of the Isle of Man Office of Fair Trading from where Sophie Watkins commented
"Membership of the Association is important for the Scheme as it recognises that it has met all of the criteria to ensure
an independent, effective, fair service which is open to public scrutiny. The recognition of the Association will reinforce
the Island's reputation as a well regulated and successful offshore finance centre”.

A Copy of the Financial Services Ombudsman Scheme information leaflet can be obtained from the Isle of Man Office
of Fair Trading website at: www, gov.im/oft

back to previous location
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Appendix No. 8

Membership of Ombudsman Working Party

1. Nicholas Crocker Olsens
2. Richard Musty LloydsTSB Offshore
3. Keith Moss Lloyds TSB

4. John Heaps Coutts

w

Ian Strang Law Society

6. Gary Envis Abacus

7. Elaine Millar Royal Bank of Scotland International

8. Lindsay Bracegirdle Royal Bank of Canada Trust

9. Peter Sullivan Jersey Bankers Association

10. Francis Le Gresley Citizens Advice Bureau

Other people attended on an ad hoc basis including Hans Baerlocher, the current

President of the Jersey Bankers Association who attended the last working party
meeting to review the previous draft of the Financial Services Ombudsman Scheme.
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Deputy A Breckon
Falcon House

17a York Street

St Helier

JE2 3RQ

JERSEY FINANCIAL SERVICES
COMMISSION

Dear Deputy Breckon

Ombudsman Scheme for Jersey

Our Ref.: MH/P&L

4 September 2002

Further to our recent telephone conversations regarding the work we have been doing on an
Ombudsman Scheme for Jersey please find enclosed a copy of the Ombudsman document I
have just sent out to members of the Ombudsman Working Party.

This document itself is self explanatory. It has already been given unofficially to John Harris
at Finance and Economics and will be handed over formally to the Committee once I have

received back the comments from the working party and collated them into a new Appendix
No.9. We have also been advised that the Committee will not look at the document unkl after
the forthcoming election.

I shall forward you a copy of Appendix No. 9 as soon as it is prepared.

I'hope that these papers will be of use to you and that it will not be too long before we have
Ombudsman schemes operating in the Island.

Yours sincerely

TELEPHONE: +44 (0) 1534 822000 FACSIMILE: +44 (0) 1534 822001
E-MAIL: info@jerseyfsc.org INTERNET: www.jerseyfsc.org

]

25

¥
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2

INVESTORS IN PEOPLE
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Mo Brecke

JERSEY FINANCIAL SERVICES
COMMISSION

MEMORANDUM

To:

Name: Members of the From: Name:

Ombudsman Working
Party

File Ref: [type ref] Date: 3 September 2002

Law drafting instructions for Ombudsman Schemes

This document sets out the Jersey Financial Services Commission’s proposed law
drafting instructions for a Financial Services Ombudsman Scheme and represents the
draft that will be presented to the Finance and Economics Committee for approval.

The draft is substantially the same in content as the last draft considered by the
working party but differs markedly in terms of presentation. It now gives the Finance
and Economics Committee two options as to the way forward:

21 Option1
Introduce a Financial Services Ombudsman (]ersey) Law 200%; or

2.2 Option 2

Introduce a Ombudsman (Jersey) Law 200* and a Financial Services
Ombudsman (Jersey) Order 200* under this proposed law.

The law drafting instructions cover both options so that we hope there will be no
further delays in bringing in the scheme for the financial services industry.

The second option enables the Finance and Economics C ommittee/Industries
Committee to take advantage of the work we have done in the working party and use
the proposed corporate sole model and the law draf ting time we have available to
bring in a general Ombudsman law that would enable nominated States Committees
to introduce Ombudsman schemes by Order rather than by primary legislation , thus
speeding up the process of introducing such schemes. The first of which could be the
Financial Services Ombudsman {Jersey) Order 200* if the Finance and Economics
Committee decide to choose this route forward.
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Gr The enclosed draft memorandum to the Finance and Economics Committee also asks
the Committee for guidance on :

5.1 whether to include non-regulated financial service providers under the
scheme, and if so, when? (para. 3.1.1);

5.2 how the scheme should be funded? (para. 3.1.2);
53 how to handle complaints against the Ombudsman? (para. 3.1.3);

54 whether the Committee wants to takeover this project following the creation
of its own executive or whether it wants the Financial Services Commission to
continue with it (para. 3.2.1); and,

55 how future consultation should be handled.

6. Although this document sets out the Financial Services Commission’s pro posals
promised you all at the last working party meeting to give you the opportunity to
comment on what is being submitted to the Committee. It is my intention, therefore,
to add a ninth appendix to this document. It shall contain a summary of all your
comments on the proposed drafts and scheme. Could you please forward any
comments you may have on the document to me, in writing, by the 16 September
2002. Twill provide each of you with a summary of the comments received once I
have collated them.

my memorandum to them the role of the working party and the Financial Services
Commission may be at an end. If this is the case I would like to thank you all for your
help with this project. T have found the meetings not only very constructive but also
good humoured. Thave valued your input and guidance and I hope I have the
pleasure of working with you again in the future on some other project.

Legal and Policy Division.
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Oy

JERSEY FINANCIAL SERVICES
COMMISSION

DRAFT MEMORANDUM

To: Name: The President and From: Name:
Members of the
Finance and Economics
Committee

File Ref: P&L/MH Date:

Ombudsman Scheme for Jersey

1. Introduction and background

1.1 In 1998 following his review of the Island’s Finance Industry and Regulation Andrew
Edwards recommended that the Island Authorities consider introducing an Ombudsman
Scheme. This recommendation was accepted and the Financial Services Commission was
asked to consult with interested parties and to prepare law drafting instructions for such
a scheme. In addition, law drafting time was allocated in the law drafting schedule to
enable the scheme to be introduced as soon as possible.

1.2 Since late 1999, the Financial Services Commission has:

1.21 issued, and considered the responses to, a consultation paper on introducing a
Financial Services Ombudsman Scheme in Jersey;

122  setup a working party drawn from respondents to the consultation paper who
represented both the finance industry and consumers; and,

1.2.3 consulted with the United Kingdom Financial Services Ombudsman, the Office
of Fair Trading in the Isle of Man and the British Irish Ombudsman’s
Association. We have also worked closely with the Guernsey Financial Services
Commission who also intend introducing an Ombudsman scheme in response to
Andrew Edwards recommendation.

1.3 The papers contained in this document set out the Financial Service Commission’s
proposals for an Ombudsman Scheme for Jersey. Although its brief was to produce a
Financial Services Ombudsman Scheme it became apparent that the model it is proposing
and the law drafting time it has been allocated could equally be used to assist the States
in introducing other Ombudsman schemes in the Island. It is for this reason that it is
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2.1

22

3.1

submitting two separate schemes for consideration and giving the Finance and
Economics Committee the option of deciding which one to introduce.

Options
The two options are:

211 tointroduce a Financial Services Ombudsman (Jersey) Law 200* which will
relate exclusively to regulated and possibly non-regulated financial service
providers; or

212  tointroduce a Ombudsman (Jersey) Law 200* which would provide an umbrella
structure for separate Ombudsman schemes to be brought in by Order of [ ]
Committee.

The appendices to this document contain draft scheme rules for either option:

221 Appendix 1 contains the law drafting instructions for a Financial Services
Ombudsman (Jersey) Law 200*.

222  Appendix 2 contains the law drafting instructions for a Ombudsman (Jersey)
Law 200*.

223  Appendix 3 contains the law drafting instructions for a Financial Services
Ombudsman (Jersey) Order 200* which would be made under the Ombudsman
(Jersey) Law 200*

Guidance sought

Three issues of a political nature have not been addressed in the law drafting instructions
and the Financial Services Commission would welcome the Finance and Economics
Committee’s guidance as to how it should proceed. These are:

3.11  Whether to include non-regulated financial service providers under the
Ombudsman scheme and, if so, when they should be incorporated. See the
separate scheme documents and Appendix No. 4

3.1.2  How the Ombudsman scheme will be funded See Appendix No. 5
3.1.3  How to handle complaints against the Ombudsman. See Appendix No. 7

The Financial Services Commission also seeks the Committee’s guidance as to how to
proceed from this point:

3.21  Following the appointment of the Finance Industry Executive does the
Committee want to take over this project and see it to completion or would it
like the Financial Services Commission to continue with it ?

3.22  Does the Committee want to engage in a further round of consultation on these
proposals with a wider audience than that represented by the working party set
up by the Financial Services Commission? [See Appendix No.8 for details of
working party members]. If the answer is yes, does the Committee wish to
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consult on the schemes set out in the attached appendices or on the draft
Laws/Orders produced by by the Law Draftsman’s Office?

4. Information

4.1 Inorder to assist both the Ombudsman and consumers the Financial Services
Commission is proposing to incorporate complaint handling requirements in the Codes
of Praclice it issues to regulated financial service businesses. These are contained in
Appendix No. 6.
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Table of Appendices

Law Drafting Instructions for Financial Services
Ombudsman (Jersey) Law 200*

Law Drafting Instructions for Ombudsman
(Jersey) Law 200*

Law Drafting Instructions for Financial Services
Ombudsman (Jersey) Order 200*

Non-regulated Financial Services Business
Funding of the Ombudsman Scheme
Complaint Handling Requirements

Complaints against the Ombudsman/Financial
Services Ombudsman.

Membership of Ombudsman Working Party
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Appendix No: 5

Funding of the Ombudsman Scheme

I Most Ombudsman schemes are free to complainants and are either paid for by the
State (eg. Isle of Man) or are funded by levies on the different sectors of industry
that the schemes cover (UK), or a combination of both. Some include case related
charges on respondent firms.

2. Inlight of the publicity surrounding States Finances the working party considered the
following funding proposals, which were tabled by the Senior Policy Manager in the
Policy and Legal Division of the Financial Services Commission. These discussions
were not concluded, however, as it was felt that the funding issue went beyond the
remit of the Commission and should be left to the Finance and Economics
Committee.

Proposed funding model

3. The proposed Financial Services Ombudsman Scheme will initially be funded by
means of compulsory annual charges levied on the regulated and non-regulated
financial service businesses located in the Island, which are covered by the Scheme.

4, Different levies will apply to different categories of financial service business. The
size of the levy will initially be set by the Financial Services Commission /
Ombudsman (acting on behalf of the Finance and Economics Committee) after
consultation with the parties covered by the Scheme. Subsequently, the levy will
take into account the number of complaints received by each category of business
and the cost of dealing with the complaints received from those categories. [More
complex cases will take longer to resolve and cost more to adjudicate].

5. Provision will be made in the Law for the introduction of case related charges to
supplement or reduce the compulsory annual levy once sufficient data on the
working of the Scheme has been obtained.
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JERSEY FINANCIAL SERVICES
COMMISSION

From the office of the Chairman

Telephone: + 44 (0) 1534 822114
E-mail: c.powell@jerseyfsc.org

Deputy Alan Breckon

Flat 2

Bristol Villas Our Ref.: GCP/ AMV P07-001
Aubin Lane

St Saviour 1st May 2003
JE2 7PP

Dear M

Thank you for your letter of the 19% April and for the supporting papers on the subject of
Ombudsman Services.

Ombudsman Services

As I was a member of the Clothier Panel, and as all the members of the Panel shared
completely in the recommendations in the Panel’s report, you should not be surprised to
know that I fully support the Clothier Recommendation that an Ombudsman should be
appointed to hear complaints of mal-administration by government departments.

As Chairman of the Financial Services Commission I am also supportive of the idea of a
Financial Services Ombudsman. With the transfer of responsibility for the finance industry
and for the Commission from the Finance and Economics Committee to the Economic
Development Committee, that I understand is in immediate prospect, it will be for the
Economic Development Committee to progress the matter of a Financial Services
Ombudsman. As that Committee also has general responsibility for consumer affairs it
might be expected that members of the Committee will be sympathetic to the idea.

I hope you are successful in rekindling the debate on the subject of an Ombudsman service.

Kind regards,

Colin Powell
Chairman

PO. BOX 267, NELSON HOUSE, DAVID PLACE, ST. FELIER, JERSEY, CHANNEL ISLANDS JE4 8TP.
TELEPHONE: +44 (0) 1534 822000 FACSIMILE: +44 (0) 1534 822001
E-MAIL: info@jerseytsc.org INTERNET: www.jerseyfsc.org

INVESTORS IN PEOPLE
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JERSEY FINANCIAL SERVICES
COMMISSION

From the office of the Director General

Telephone: + 44 (0) 1534 822011
E-mail: r.pratt@jerseyfsc.org

Deputy Alan Breckon

Flat 2

Bristol Villas Our Ref.: AF/RCP/ P7-001
Aubin Lane

St Saviour 23 April 2003
JE2 7PP

Jo

Ombudsman Services

Thank you for your letter of the 19t April enclosing some material relating to Ombudsman
schemes.

As your letter notes, the Financial Services Commission has been working actively on the
preparation of an Ombudsman scheme for financial services in Jersey. A proposal is
currently with the Finance and Economics Committee awaiting their decisions on a number
of key points.

The scheme we are proposing will be aimed at the private sector rather than the public
sector. There are already mechanisms for seeking judicial review of decisions of the
Financial Services Commission on regulatory matters.

Thank you once again for affording me these papers.

\

Richard Pratt
Director General

L:ADivisions\Policy & Legal\POLICY & LEGAL DIVISION FILING\PO7 - Financial Services Ombudsman Law\P07-001 General
Correspondenceltr - Deputy Breckon re Ombudsman Services - 23-4-03.doc

PO. BOX 267, NELSON HOUSE, DAVID PLACE, ST. HELIER, JERSEY, CHANNEL ISLANDS JE4 8TP. \\‘%’V ‘\\t:\';
TELEPIIONE: +44 (0) 1534 822000 FACSIMILE: +44 (0) 1534 822001 \"'4:#_\,}"
E-MAIL: info@jerseyfsc.org INTERNET: www.jerseytsc.ory INVESTORS 1N PEOPL:
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APPENDIX C

STATES OF JERSEY

=

STATES BUSINESS PLAN 2006 — 2010
(P.151/2005): AMENDMENT
(P.151/2005 AMD.) —- COMMENTS

Presented to the States on 6th September 2005
by the Economic Development Committee

STATES GREFFE

2005 Price code: A P.151 Amd.Com.
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COMMENTS

While the Committee does not object to the prirlcipfestablishing a Financial

Services Ombudsman, and indeed sought law draftimeyfor such a scheme in 2005,
the reality is that the Committee’s resources angdd. An ombudsman scheme will
require a significant commitment, initially in tesnof the demands placed upon
officers of the Economic Development Departmentansulting upon, implementing

and designing a scheme, and subsequently in terpstentially significant, year on

year funding for such a scheme. Given that Guertssyruled out introducing an

ombudsman scheme and that the Isle of Man schemgeviernment funded, it is

unreasonable to expect that the costs of such enseitould be imposed upon the
finance industry.

The Isle of Man Scheme is comprised of 2.5 fullgigenior administrators and a
panel of 5 ombudsmen. It is likely that any Jerselyeme would be at least double the
size of the Isle of Man scheme, to reflect Jersemisch larger financial services

sector. Five full-time employees, a panel of 10Isféind ombudsmen and the costs of
premises, accommodation and travel all indicat¢ tta scheme would cost at least
£500,000 a year to operate.

Such a scheme cannot be designed or funded fror@dhamittee’s existing budget.

Such a scheme will not contribute to the ambitieasnomic growth targets that the
Economic Development Committee has been taskedagtiieving and therefore can
only be implemented and operated through additionaél and subsequent year on
year funding. There is no purpose in seeking laaftichg time for an Ombudsman

scheme unless the States is willing and able teigeothe resources to fund such a
scheme.

In addition, the Committee is not convinced thatlelishing an Ombudsman would
be an effective use of the States’ restricted nessu The information provided in the
Amendment in relation to the Isle of Man indicatkat the costs of a scheme are
likely to be significant and difficult to contaifthe Isle of Man figures also show that
only 6% of complaints to the Ombudsman were madésleyof Man residents. It is
therefore clear that implementing an Ombudsmanrsehs a very inefficient use of
resources if the aim of the scheme if to benefgeleresidents.

The Committee believes that existing alternatisspdie remedies should be explored,
such as encouraging the use of mediation for lowevalaims against financial
institutions, before any consideration is giveretaering into what would be a long-
term commitment to fund an Ombudsman scheme.

In addition, the Committee believes that, were $tagtes to provide law drafting time
in 2006 for an Ombudsman scheme, it will be imgaesio consult upon the details of
the scheme — including the question of how it id¢ofunded — and to finalise law
drafting instructions within that timescale. Theraauction of such a scheme will
need detailed comment at all key stages from aelargmber of stakeholders,
including consumer bodies, representatives of timante industry, the Jersey
Financial Services Commission, a number of Statesrittees, the Law Officers'
Department and the Attorney General. Law draftingtriuctions will simply not be

finalised during 2006.
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Finally, the Amendment does not include any argunasnto why the amendment to
the Limited Partnerships (Jersey) Law should beokexd from the law drafting
programme. The Limited Partnerships Law is onéneflaws most commonly used by
the finance industry (not to be confused with thited Liability Partnership Law)
and amendment is essential to ensure that Jerssy rdii continue to lose work to
jurisdictions, including Guernsey, that offer gegaflexibility to limited partnerships.
This law is widely used and is a key law in ourdsrsector, one of the high value
areas upon which resources must be focussed ddireomic growth targets are to be
met, and the Economic Development Committee styobglieves that amending this
Law should remain an objective for 2006.
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COMMENTS

Whilst the Policy and Resources Committee oppdseatendment as drafted, it has
sympathy for the intent to ensure that individuahgsumer should have an easy cost
effective remedy to dispute resolution with finadituations.

The Committee believes that it would be inapprdpria commit scarce law drafting
time until the States has considered and approtiedntost effective means of
supporting consumers. It therefore suggests tlaEttonomic Development Minister
should be asked to bring a report to the Statemarty 2006 to allow the States to
determine how they would wish to proceed. Once Sketes has decided the way
forward, law drafting priorities could be reviewed depending on the scale of the
change, time could be made available as a priorig007.

The Committee believes that the Limited Partnerdfdw should be included in the
2006 legislation programme, as this will provideditidnal flexibility to the finance

industry in an important area of business, and th#reby help to maintain the
Island’s competitiveness.
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FINANCIAL SERVICES OMBUDSMAN SCHEME — REPORT

Introduction

11

1.2

13

1.4

15

For some time, consideration has been given tintneduction of a Financial
Services Ombudsman Scheme in Jersey. This was odnethe

recommendations made in 1999 in the 1999 Edwardse®Re and was a
matter consulted upon by the Jersey Financial &esviCommission (the
Commission in March 2000.

Since then, progress on the introduction of an Qistman Scheme has been
sporadic. In October 2002, the Commission drew uwpp@sals for an
Ombudsman Scheme and in 2004, the Economic Develap@ommittee
made a bid for law drafting time for the introdectiof an Ombudsman
Scheme within the 2005 Law Drafting Programme. Tidswas unsuccessful.
In September 2005 Deputy Alan Breckon lodged an Wdngent to the States
Business Plan 2006-2010 in which he sought to ntimke available in the
2006 Law Drafting Programme for legislation intreathg an Ombudsman
Scheme. At the time that matter was placed befaeStates, the President of
the Economic Development Committee undertook tosictan the matter
further and report back to the States.

The purpose of this Report is to describe in biteadhs the likely nature of an
Ombudsman Scheme and the options that are avadhbldd the States wish
to implement an Ombudsman Scheme. The Report tladiesrsome tentative
recommendations in relation to how this issue shdigd progressed. If the
States is of the view that it would wish to expldte option of an
Ombudsman Scheme further, a public consultatiomldhben be carried out
to better determine the appetite for, and prefeseabe of such a scheme,
before a final decision is made whether to progthesscheme and if so, in
what manner.

There are perhaps two matters that should be enggldaty way of
introduction. Firstly, should the States decideirttvoduce an Ombudsman
Scheme, complete freedom exists to design thatnsshan a manner
appropriate to Jersey. Although a number of othésdlictions have similar
schemes, the Island would begin with a blank sbhéebaper when designing
its own Ombudsman Scheme. There has perhaps bessamption that such
a scheme would be limited to matters broadly in sdere of financial
services. There is, however, pdma faciereason why a scheme needs to be
limited in such a manner, though this report watdely confine itself to
considering the introduction of a scheme limitedctumplaints arising in
relation to financial services.

Secondly, an Ombudsman Scheme will require ongéimgling. Potential

sources and estimated levels of funding will becalised in this report.
However, every decision made in relation to thacttre of an Ombudsman
Scheme will have a funding implication.
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The Purpose of an Ombudsman Scheme

2.1

2.2

2.3

2.4

2.5

2.6

The purpose of an Ombudsman Scheme is to providdtamative form of
dispute resolution to those offered by the couttss often argued that an
Ombudsman Scheme offers three advantages over legatss sought
through existing litigation procedures: it shoulke dheaper, quicker and more
accessible.

The UK Financial Ombudsman Service is establishgdstatute, which
describes it as “a scheme under which certain tBspmay be resolved
quickly and with minimum formality”. A more cynicalbserver might suggest
that another key aim of such schemes is to restiéctcope for one party to a
dispute — usually the wealthier party that is thbject of the complaint — to
obstruct the speedy resolution of the complainbugh the use of “tactical’
litigation.

The scheme operates by allowing disputes that meain criteria to be
adjudicated by an Ombudsman, an individual appdirfier his or her
knowledge and experience within the field in whibh dispute arises. One of
the chief advantages of an Ombudsman Scheme igxperience of the
Ombudsman in his or her chosen field and in rafatio similar disputes.
Before a matter is referred to the Ombudsman, hewetwis usual for such
schemes to include processes designed to find@iaegl settlement between
complainants. The experience of other OmbudsmaerBes suggests that the
majority of disputes are resolved without formglalitation.

It should also be noted at the outset that an Osiad Scheme has
limitations. There are a number of disputes thatauld not be appropriate to
refer to an Ombudsman. High value disputes andutispthat raise novel or
difficult questions of law should more properly d@nsidered by courts. There
is, however, no doubt that for claims in relatiomntoderate or relatively low
sums of money, particularly where the claims aiis@reas of a technical
nature, Ombudsman Schemes have, in other jurisd&tproved popular with

complainants who otherwise might feel that redreesld be impractical or

unaffordable.

An Ombudsman Scheme would complement, but in no ewplicate, the
work carried out by the Commission. The Commissfoa regulator, and its
function is to regulate those providing certainimied financial services from
within the Island. It will license and supervisadncial services businesses
and may investigate claims made against such ksssge In investigating
such complaints the Commission’s focus will be be governance of the
financial services business, and whether the caniptaflected a failure in
the management or processes of the business thatdbe addressed in order
to protect the Island’s reputation. The Commissduhction is not to act as
an adjudicator or mediator between a complainadt arinancial services
business, and the Commission has no powers to @darancial services
business to offer redress to a customer in reggecspecific complaint.

It has been argued that an Ombudsman Scheme hadfebe of increasing
confidence in the provision of financial servicengrally, and thus indirectly
leads to growth of the financial services sectiois hard to find any evidence
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2.7

to either support or disprove this proposition, gegjing that any impact is
unlikely to material.

The degree to which any particular Ombudsman Scheoeeeeds in
providing a form of dispute resolution that is daig cheaper and more
accessible than other remedies depends upon tigndexl efficiency of that
scheme. The advantages offered are also depengenttivie cost, speed and
accessibility of existing litigation and court pestures. In short, the value of
an Ombudsman Scheme is equivalent to the degredith it offers a form
of dispute resolution that is more attractive toptainants than that currently
offered by the established legal system (comprisingglegal profession and
the courts). This is a matter discussed in furttetail towards the end of this
report.

The Scope of an Ombudsman Scheme

3.1

3.2

3.3

3.4

The scope of an Ombudsman Scheme can be defntee criteria which a
claim must satisfy in order to be eligible for meé to the Ombudsman. By
widening the scope of an Ombudsman Scheme, the erunfilzlaims referred
to the scheme is likely to increase, as is thdylikest of funding the scheme.
This raises an inherent friction that exists in @&epeme of this nature: the
success of the scheme (judged by the number of ledmtg it receives and
resolves) and the costs of the scheme will tendig® and fall together.
Assuming that it is necessary to restrict the cobtBe scheme, it is necessary
to ensure that the scheme is restricted to respliose disputes that are most
in need of a form of alternative resolution.

There are at least three obvious ways in wthehscope of an Ombudsman
Scheme can be regulated:

. by reference to the subject matter of the complaint

. by reference to the amount that the ombudsman eeerdain
compensation; and

. by reference to the degree to which the complairtoinnected with
Jersey.

As mentioned in the introduction to this report,snoomment in relation to
the establishment of an Ombudsman Scheme in Jaeseyocussed on the
creation of a financial services ombudsman. Careduisideration is needed
as to whether this is appropriate. In general, atb@sman Scheme will be
attractive in circumstances where there is a dmamt disparity in the
financial resources available to each side of aptaimt. This is certainly the
case in disputes between a private individual arfthancial institution. It
could equally be argued that the same disparitgt@xn disputes between
private individuals and utility companies or Stadepartments, and there may
be any number of other areas where an Ombudsmaentechmay be
attractive.

“Financial Services” encompasses a wide range ofneercial activity, and
consideration must be given to which areas of firenservices should be
capable of providing the basis of a claim to theb@dsman. In practice,
limiting the maximum amount the ombudsman can aviambmpensation is
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3.5

3.6

3.7

3.8

3.9

3.10

likely to lead to few claims being made in relationcertain areas of financial
services activity — such as disputes relating tustsation or commercial
lending.

As well as determining the type of subject matteat tan be the subject of a
complaint, careful consideration should be givenwbether a specific

Ombudsman Scheme should be created for a defimsd of subject matter,

or whether the legislation should facilitate theeatron of Ombudsman

Schemes generally, so that additional schemes dmuklibsequently created
if it was felt desirable to extend the subject mattf complaints that could be
made to an Ombudsman.

A further way of regulating the level of complaiigsto exclude claims above
a certain amount from access to the Ombudsman ZchEmere are several
reasons for this approach: the larger a dispute)dss likely it is that legal
costs will prove a barrier to litigation, the motikely it is that the
complainant will be able to fund such litigationdathe more important it is
that each side to the dispute feels able to hagenthtter resolved by the
formality of a court hearing.

In the UK, the Financial Services Ombudsman Schisnoaly able to make
compensation awards up to £100,000 in value. Thre gastriction applies in
the Isle of Man. This restriction appears to opemithout comment, and it is
suggested that there is no reason why a similaroapp should not apply in
Jersey. Clearly, such a restriction means thatutkspin relation to a sum
exceeding this value are not referred to the ominads

Limiting access to the scheme by reference to @etyravhich the complaint
is connected with Jersey is the final obvious whliiniting the scope of the
scheme. It is clear that the Ombudsman should adjlydicate complaints that
have some form of connection with Jersey. The peedegree of connection
that is sufficient to bring a matter within the Qumelsman’s ambit is not so
clear.

The connection with Jersey is strongest in circamsgs where a complaint
arises between two Jersey residents in relatienrt@tter governed by Jersey
Law. The nexus is weaker when only one of the garto the complaint is
Jersey resident. When neither party to the comiplainresident but the
complaint is governed by Jersey law, the connedticatill weaker. Finally, it
is clear that disputes between two non-residentslation to a matter that is
not governed by Jersey Law would be expected totaside of the scope of
the scheme.

There are other ways in which the scope of therseheould be limited, such
as subjecting complainants to a form of meansrigsio as to ensure that they
are unable to fund litigation themselves. Such aggines could be explored
further in any subsequent consultation paper.

Models in other jurisdictions

4.1

There are two clear models for establishing an Gistman Scheme: those
provided in the Isle of Man and in the UK. Guernbseg formally confirmed
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4.2

4.3

4.4

4.5

that it does not intend to introduce an Ombudsnare®e in the foreseeable
future.

The UK model is of limited assistance when considea potential Jersey
scheme. The reason for this is simply that thenfifed services industry in the
UK is vastly bigger than that in Jersey and is bhpaimed at servicing the
domestic market. The scheme receives over 100,0661{plaints a year, has
over 950 staff, around 30 ombudsmen, and is furged combination of

levies upon financial services products (for examplround 0.3p per bank
account), and by fees levied upon firms that agesthbject of complaints. The
sheer size of the UK scheme, the economies of sitaleexist and the degree
to which its financial services industry primarigerves a large resident
population, makes it difficult to draw conclusiofrem the UK model that

could assist in the creation of a Jersey scheme.

The experience of the Isle of Man Financial Serwi@anbudsman Scheme is
more relevant. Like Jersey, the Isle of Man is sland with a financial
services industry that caters primarily (in finaderms) for an international
market. Nevertheless, the financial services ingluist both Jersey and the
Isle of Man also provide services to residents, #rel importance of this
aspect of the industry should not be overlooketh@lgh it is difficult to give
precise comparisons due to the different areasgnahéial services in which
Jersey and the Isle of Man are each particularbngt the industry in Jersey
is generally regarded as being about three timesitte of that in the Isle of
Man, suggesting that if the Isle of Man approacls vedlowed, a comparable
Ombudsman Scheme would be about treble the size.

One difficulty with drawing lessons from the IsleMan Ombudsman is that
the last annual report published by the schemefarahe year 2003/4. Since
then, the Ombudsman has published information #asqgbahe Isle of Man
Office of Fair Trading. Unfortunately, this inforti@n is nowhere near as
complete as that published in the 2003/4 reportthi® has been the main
source of information used in respect of the I§lslan scheme.

The Isle of Man scheme is open to individuals, nEang of partnerships and
sole traders (but not companies) with a complagdirast financial services
supplied by a firm operating in or from the Isle Md&n. According to the
2003/4 report, of the complaints made to the Omimagts 6% were made by
Isle of Man residents and 94% by internationalntieof the Island’s financial
services industry. The number of initial conta&seived by the ombudsman
increased by 32% between 2002 and 2003, and thebemumf formal
complaints by 41%. In a press release issued oh 2l 2003, the
following summary of the schemes first year is tigld:

“In 2002 the Ombudsman Scheme received 400 limtiatacts which
resulted in 273 potential complaints...

Of the complaints received, 54 were outside thisdiction of the
Scheme and a total of 57 complaints were compietéuk year. The
majority of the complaints were resolved at thestfistage of
mediation and conciliation by the Office of Fairatiing Staff and 22
received full determination by an Adjudicator (combudsman’).
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4.6

4.7

4.8

4.9

While most of the 22 were upheld either in fullpart, most of the
sums awarded were usually modest (E600 or lesd)iranearly every
case included an element in respect of distress inndnvenience
suffered...”

In the Isle of Man Office of Fair Trading Annual et 2004 the following
comment is made in relation to the failure of theaddsman to reach its
target of completing mediation within 6 months 098 of all cases referred to
it:

“During the year the office received 521 enqguwsrief which 316
became formal complaints...the Office concluded 3&hptaints
during this year compared with 117 in the previgear but, as a
consequence of the carry-over from the previousr yarad the
increased number received this year, only 60% ofpdaints resolved
were completed within the six month target. Thgdaihas not been
met and with increasing numbers of complaints it Wwave to be
reviewed as it is considered unattainable with eutr staffing
numbers.”

There is a clear disparity between the number aind concluded in 2004
(350) and the number that received full determamatty the ombudsman in
2002 (22). Part of the difference is explained hyirecrease in the number of
complaints received between those years. The grpaté of the difference

results from the large proportion of complaintst thie resolved or withdrawn
during the mediation stage prior to a matter beefgrred to the ombudsman
for final determination.

It is clear from the above that the Isle of Man @ufgman, which at that time
comprised a panel of five adjudicators and arowulfull time case officers,
was struggling to keep pace with the level of casésred to it. It is difficult
to ascertain the precise costs of the Isle of Mdnee, as it is accounted for
as part of the OFT’s general budget, and the adsdtaff and premises in the
Isle of Man are unlikely to be directly comparablgh those in Jersey. It is
important to emphasise that the Isle of Man schisnecentrally funded by the
Isle of Man Government.

Nevertheless, the following important facts emergen consideration of the
Isle of Man Scheme:

e 94% of complaints were received from non-residents;

* the average compensation award was small (in 28G8)nd £600 on
average)

e the number of complaints received by the schemenzasasing

« the costs of running the scheme were increasing.

Alternatives to an Ombudsman Scheme

51

The purpose of an Ombudsman Scheme is to proviédtenmative to existing
methods of resolving disputes. Whether there igedrfor an Ombudsman
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52

5.3

54

5.5

5.6

5.7

Scheme therefore depends upon whether existing oshetlof resolving
disputes are unsatisfactory.

The Isle of Man scheme shows that the average awsafien resulting from a
decision made by the ombudsman in comparativelyl siftae legal costs of
any dispute that goes to litigation are likely tgnéficantly exceed the amount
of the dispute. The obvious conclusion is thagdition is likely to be an
inefficient approach to solving the “problem” ofsgutes of a size that are
typically referred to the Ombudsman. Indeed, th&tcof litigation are likely
to prevent complainants seeking to pursue theimslan this way.

These concerns are not new. In March 2002 thefBiiliiated a pilot project
into the Petty Debts Court introducing into the rtoprocess a system of
mediation, whereby that court may adjourn matters mediation on such
terms as it thinks fit. Mediation encourages pedplespresent themselves in
a relatively informal environment where proceedingald be managed by an
accredited mediator. The pilot project was successind mediation was
subsequently established as a part of the procddumamall claims disputes
before the Jersey Courts.

Mediation is not necessarily a direct replacemenah Ombudsman Scheme.
In particular, it should be noted that whereas kkle of Man and UK
Ombudsman may make awards of up to £10,000 in yv#haejurisdiction of
the Petty Debts Court is limited to disputes of top£10,000 in value.
Nevertheless, even with this limit, mediation ieely to provide a quick and
cost-effective alternative to litigation for the joity (by number) of cases
that could be referred to an Ombudsman.

One key advantage of mediation compared to an Oambad Scheme is that
mediation is established as part of the existingricprocesses. Indeed, the
Master of the Royal Court commented in a presemtathade in September
2004 to the Commonwealth Magistrates and Judgeschsion:

“In my view, it is quite clear that a key reastor the success of
mediation has been the invaluable support providgdthe Court
administrative staff to litigants.”

Further, the strength of the finance industry irsdg means that the Island is
not short of professionals with the technical eiiperthat an Ombudsman
Scheme would offer. Provided sufficient persons experience can be
persuaded to act as accredited mediators, thee igason why this aspect of
an Ombudsman Scheme could not be replicated iméukation process.

There may be weaknesses in the current systemsowft @ccess and
mediation. However, it is clear that mediation regties many of the features
one would expect to find in an Ombudsman Schemautilising the court
infrastructure, mediation is likely to provide a maocost-effective way of
addressing many of the needs that an Ombudsmam8cheuld seek to
address. It is therefore recommended that, priomaking any binding
decision to introduce an Ombudsman Scheme, comsidershould be given
to whether the existing system of mediation cowddchanged in such a way
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as to address all of the needs that an Ombudsnifantecwould be expected
to meet.

Likely costs of an Ombudsman Scheme

6.1

6.2

6.3

6.4

6.5

6.6

Estimating the likely costs of an Ombudsman Schainiis stage are very
difficult: the final figure will largely depend upothe design of the scheme
and the demand for the scheme once it is in place.

If the scheme and experience of the Isle of Marevieibe mirrored in Jersey,
on the assumption that the finance industry ineJeis around three times the
size of that in the Isle of Man, it is likely th#tte scheme would require
between 6 and 8 full time case officers and be @bléraw upon a panel of
between 10 and 15 adjudicators. The cost of thedaddjtors could potentially
be relatively small, if it was possible to use tteme community-minded
persons that one would need to act as accreditéihtoes under a mediation
scheme. It is likely, however, that a principal adbman would be required
to represent and provide general oversight of tiemme. Together with the
costs of premises, it is reasonable to suggestathanitial annual budget of
between £500,000 — £750,000 would be required.

Funding could be provided from two sources: frortey imposed on the
financial services industry (as in the UK) or dihedrom government (as in
the Isle of Man).

If the costs were to be recouped directly fromfthance industry, this would
clearly place a direct financial burden upon thdustry which does not exist
in Guernsey or the Isle of Man. Imposing a direslylin the UK is practical
on the basis that the UK itself represents a langg lucrative market, and
institutions will be willing to pay that levy in der to access that domestic
market. The same principle does not apply to jictgzhs such as the Crown
Dependencies from which the financial services stiguprimarily serves the
international market.

It should be noted that Jersey is an expensiveedtaen which to carry out
financial services businesses. Already, such basewpay a large proportion
of the direct taxes received by the States, asageflaying for the cost of the
Jersey Financial Services Commission and makingifgignt additional
contributions to tax revenues through company tegien fees. The finance
industry also indirectly funds a large proportiofithe Island’s legal aid
scheme through providing the majority of work te tsland’s law firms, and
has recently shouldered the burden of ensuringth®atsland meets up to a
number of its international commitments.

Clearly, any additional cost imposed upon the fai@nservices industry,
especially a commitment to provide year on yeadiog at a level that — if
the Isle of Man experience was to be repeatediikdly to increase beyond
the rate of inflation, will act as a disincentiv@financial services businesses
considering whether to set up in Jersey or to ex@isting operations in the
Island. It is always possible to overplay the argotnthat an additional cost
would be “the straw that broke the camel’'s backbwsdver, a proposal that
the costs of an Ombudsman Scheme should be bortie lijnancial services
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industry is likely to give rise to significant uisteand opposition within the
industry.

Recommendations

7.1

7.2

7.3

7.4

7.5

The chief weakness with the Isle of Man Ombudsmahe&e is that it
overwhelmingly benefits international customerstloét island’s financial
services industry. It could be argued that suclsqgres are not necessarily
those in most need of assistance, and that therectizerefore represents an
inefficient use of resources. Such persons mayepeetost-free alternative to
litigation, but are likely to be able to afford itwstruct a lawyer in respect of
any complaint of substance. It would also be irséing to compare the total
value of awards made by the scheme with the cdstsnaing the scheme: it
seems likely that the scheme costs as much to &teririhan it delivers to
complainants by way of compensation. Again, it ist rlear that this
represents an efficient use of resources.

A better use of resources would be to ensure tatCanbudsman Scheme is
focussed upon those who most need it. Experiensesthawn that there are
meaningful numbers of Jersey residents who havelzonts in relation to the
financial services they have received in the Islavidny members will no
doubt have personal experience of constituentsfdwtthey have been ill-
advised in relation to mortgages, pensions, pefstinance and related
matters. There is a compelling argument that sechgmns need a scheme that
offers an accessible, cost-effective and timelpligion to their disputes.

An Ombudsman Scheme could achieve this fairly sirbgllimiting access to
the scheme to complainants who are Jersey residetite experience of the
Isle of Man were to be mirrored, this would redtioe volume of complaints
by some 94%. It would also lead to the costs ofCambudsman Scheme
falling significantly, and those costs being fo@gsipon those most in need
of assistance.

However, if an Ombudsman Scheme is to be establiglith the expectation

of dealing with perhaps 50 cases a year (arouncaomeek) made by Jersey
residents against Jersey financial institutiong thfrastructure that the

scheme is likely to require will almost certainky bnder utilised.

Consideration of these factors leads to the recamdatéon that establishing
an Ombudsman Scheme is unlikely to be an efficies# of resources. It
would be more effective to ensure that the existimgparently successful
system of mediation, is supported and if necesgaproved in order to
ensure that the community has access to an eféeatid accessible system of
dispute resolution for claims that it would notdggoropriate to be the subject
of full litigation. If it becomes apparent that suan improvement is not
possible, then the possibility of introducing an i@msman Scheme should of
course be reconsidered.
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APPENDIX E
EXTRACTS FROM OFFICIAL REPORT (‘HANSARD?)

14th September 2006

The Deputy Bailiff:
Is that seconded[Seconded]Does any Member wish to speak on the legislation
programme?

1.6.1 Deputy A. Breckon:

| notice this is the legislation programme but @tdgef Minister actually referred to it
as the law drafting programme, which is what itcuse be known as. | say that
because in 2004 and in 2005 | brought amendmeritettaw drafting programme to
seek to include the Financial Services Ombudsma20D4 a vote was taken and it
was lost by about 4 or 5 votes - | cannot rementiberexact number - and in 2005 |
withdrew it. Now | believe that was a mistake bessauwas given certain assurances
at the time by Senator Walker and by Deputy Voigihp was then President of the
Economic Development Committee, that: “Somethingidde done.” | do have the
C.D. of that, but | went to the old version and gdape. | have that and | can provide
those quotes to the Chief Minister. The reasorylthat is it is not included in 2007
law drafting. | did consider an amendment agaihad an exchange of emails with
Senator Ozouf. | was backwards and forwards and timas a bit tight, but Senator
Ozouf was prepared to give me an assurance thateth@tment were working on it
so, in that respect, | did not propose an amendnoeelaty. Having said that, a report
has been produced on this and | would say thatdpert is dubious and not very
positive. To add to that, | did look back at thearel and in 2004 Senator Ozouf voted
against it, so | am looking forward to some positaction there. | do not want to go
on about this but it is something that has beethénsystem for a long time indeed.
R.C.43 of 1999, which was a task force was setollpwing the Edwards review, at
paragraph 3.14 - this is from December 1999 - s&ymancial Services Ombudsman
accepted.” This is the accepted recommendation dafaEds: “Implementation in
progress. The task force recommends the introduatioa statutory Ombudsman
Scheme which will apply to all regulated financs&rvice business. The scheme will
provide an efficient and cost-effective mechanison the resolution of disputes
between financial services businesses and theiormess.” | should add, Sir, | have a
suitcase full of background information to this.efé has been some scaremongering
about possible costs and what it will do, but inmmiynd it is a flag we could fly for the
international finance business we have got andits@ya feather in our cap. At the
moment the Isle of Man boast that they are the ofighore finance centre that offers
an ombudsman scheme. | thought we were in competitith them and | would like
to think we would get proactive on doing somethimput this. It is frustrating. The
Chief Minister mentioned the people who were camslibout the law drafting as it
went along. He mentioned a number of people budidt not include individual
Members having an input. | mistakenly thought tiwsuld be on the agenda and
unfortunately it has not been. It does go back. Financial Services Commission set
up a working group - people from the industry -wen 2000 and 2002. They were
supportive; they produced a brief. | understanavéint to F and E (Finance and
Economics Committee) years and years ago and mplisippened. This is stuck in the
system. Now we are talking in general terms abogaging the population in politics
and what we do, and those people - | spoke to éribemn just the other day - feel
very frustrated when they put in time and effortl aothing happens. So if we are
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going to do that, then perhaps we need to get pveaon some of these issues.
Having said all that, | am heartened by somethiregGhief Minister said: that there is
a buffer in the law drafting programme. Perhaps tisi something that can be
considered because unfortunately it appears tHaddyohas got the bit between their
teeth and is addressing the issue. | think théttuistrating. It is frustrating for many
small investors who cannot get remedy when theyakiag on institutions with legal
departments and deep pockets. They cannot get yeameldthere are people out there,
believe you me, who are frustrated because of #md, this is due, | believe, to our
failure. Just another item | would like to menti@ir, on law drafting, something
again that has slipped down the back of the snfa982 and 1993 on the law drafting
programme was a Fair Trading Law. This appearsnagmihave fallen out. It was
included then and that is a long, long time ago agdin nothing positive has
happened and people again are frustrated by thisould ask the Economic
Development Minister if perhaps he could apply misd to this and do something
about it. Although this is about legislation, Sind law drafting, it is a frustration for
the individual Member. | would just conclude by saywhat actually happens is if
you want to put something in, you have to propa&eg something out. Now, when
you do that then the Minister or the department f@#l frustrated and the world will
stop turning if that particular item comes outydfu are looking for 20 or 30 days, |
think this system needs to be looked at and we teeaxpen it up to all Members.
Because, as the Chief Minister mentioned, it ista part because if we are going to
do things the law drafting makes it happen. It éisgood agreeing to do things in
principle which we have perhaps done in the padtrem translating that into positive
action which affects the people out there and a3&® some of their needs. | feel
frustrated again by this, Sir, and | hope thoselved, the Economic Development
Minister and the Chief Minister, will take note tifat and perhaps find a way of
getting round this because | think it is an erh@at it has been left out.

(...)

1.6.3 Deputy J.J. Huet of St. Helier:

| am going to be extremely short, | will not be dialy anybody’s time up. | would like
to support Deputy Breckon because | have 2 casesydmands at the moment and the
actual companies or firms or whatever you wantatb them are just laughing. They
just said: “What are you going to do about it? Eher nothing you can do.” These
people are little people, they have a good claim there is nothing they can do and it
is most unfair. We are not protecting the peopé tieed to be protected.

1.6.4 Senator P.F.C. Ozouf (The Minister for Econoi Development):
Yesterday, Sir, | wrongly and unwisely said thadlil not like being lectured by
Members. | was wrong and | should not have saitl ®@marks do not always come
out in the manner in which one means. What | mé&asay is that sometimes when |
sit in this Assembly and listen to Back-Bencheesharks, it is sometimes frustrating.
It is sometimes frustrating to hear what they angrgy because | know from the work
that others are doing - or what the departmentsithen responsible for are doing -
that there is work going on and it is easy for BBenchers sometimes to simply
stand up in this Assembly and scold Ministers @vjmus Committees for not doing
things. | am disappointed to hear the commentsegudy Breckon. It is easy to have
cheap shots. It is easy to go back through thengatecord and say: “Senator Ozouf
voted against an ombudsman 4 years ago.” We d&mmt what that proposition
was, whether or not there were particular reasonstifat. |1 did not agree in the
manner in which it had been put at that time, mway in which it had been put, et
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cetera. What Deputy Breckon knows, Sir, is thats tMinister for Economic
Development has given a categorical assurancé¢hiatgoing to work hard to try and
find a solution to this ombudsman. | look to thepDiy of St. Martin and | hear him
again scold the previous Finance and Economic Ctteenior dealing with the issue
of share transfer issues. | am well aware of tlseesof share transfers. It is with
enormous frustration that | see the quarterlysiasi of house sales and | see probably
20 per cent of our property sales going throughestransfer. As a former Member of
F and E and as a Minister, | would love to seeréivenue gained from share transfers
attracting stamp duty. | ask the Deputy to exanhiiszeconscience when he scolds us.
Does he really think that we are just sitting themne just not wanting to deal with this
issue when we know that there could be upwardslahiflion collected? The reality
is that the share transfer issue is an extremdiicult, extremely complicated issue
which is commanding the attention of both the pyasiCommittee, Ministers, experts
and outside advisors. | am not involved in the Tuep work these days to any great
extent, but | have no doubt that officials are vimgkvery hard on trying to find
solutions to this, solutions that work. Laws broughthis Assembly that do not work,
that will not catch all the property or have theintended consequences of
dramatically affecting Jersey’s property market aot desirable. We have to do it
well and we have to do it properly, but we havealtoit as soon as possible and we
recognise that. | would just ask the Deputy, pesh&prefrain from scolding us in this
Assembly and perhaps work with us. If he has ggulation, if he knows how to solve
the issue of share transfer, then come and tddeaause | am not aware that anybody
has done it and we are not the only jurisdictiomaoe these difficulties. Remember
that stamp duty attracts payments on share tranaf@oss not only property sales in
the U.K. and it is a different issue. | would lote see the revenue and | hope it is
going to be solved. Certainly, Ministers will beigig all the possible support they can
to find that because if we get the money we campafse, spend it on things like the
prison, et cetera. In relation to the Financial @dgman Scheme, the previous
Committee was against it. There is a report frofitiafs which has been published
which sets out the challenging issue about dealith the Ombudsman Scheme.
Deputy Breckon cannot get away also in saying tiatis a simple issue. He cannot
also get away with saying that there is not a ooptication of this. He says that the
Isle of Man has a scheme. Yes, the Isle of Man tie@e a scheme but it costs, from
memory, between £400,000 and £600,000. It is alsch&me which is effectively
serving non-Island investors. That is not somethfrankly, that | want to put our
taxation revenue into. Sophisticated internatiomaéstors have resources through the
channels of legal redress and judicial review &edcourts of resolving their financial
problems. | do not want to put our taxpayers’ moireyThese are often just civil,
contractual disagreements; rows that develop. We havery, very good court system
and an excellent Commission that will deal withdlegepresentatives. | want to deal
with the local market issues. | am at one with Dgpduet in understanding and
recognising the need for putting in place an omads for the local financial
services industry, and | am working with the Consitie and | am working with
other people to try and find a solution to do tHaeputy Breckon knows that. The
Chief Minister did say that there is a gap, theralvays a buffer in the law drafting
programme. Members will see that Economic Develagnsemmands a number of
days of law drafting time in this scheme and, i€essary, if we can find a solution
and if we need to bring a Law, then we will do sw ave will attempt to use the
existing programme. The Deputy and this Assemblyehey assurance that an
Ombudsman Scheme is being looked at. We are workimdnow to do it and we are
going to try and find a solution. | would appreeiat if Deputy Breckon would
recognise the support that he has had from Econbmi@lopment. | do not think |
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need to remind him of the fact that he has hadeam®d budget for his Price Watch
campaign. He has had increased money for the astngitive arrangements for his
Consumer Council in addition to support for settipga Consumers’ Ferry Group. |
do not think | need to be told that we do not suppeputy Breckon. We do, and |
support an ombudsman.

(...)

1.6.8 Deputy P.V.F. Le Claire:

| appreciate that my speeches are not always tsiestdo follow, nor is my train of
thought, so | am going to help the Chief Ministerresponse to my comments by
making him know through the Chair, Sir, that | halv¢hings to comment upon in
respect to the legislation programme. | wonderetthéf Chief Minister would be so
kind to respond to these 4 things that | menti@mé&imes, as | say, it is not always
easy to follow my train of thought. The first one the Financial Services
Ombudsman. | concur with the issues that DeputyclBne has pointed out and |
understand that the issues of the Financial Sesviimabudsman may be difficult but,
having spoken to the ex-Chief Executive Officer, Klarse, on the issue, he was very
much in favour of the States Assembly providing thiinbudsman to assist the Jersey
Financial Services Commission in operating withirs furisdiction. Now, if there is
an annual cost of £600,000 a year for this ombudsrsarely the monies that are
accumulated on an annual basis by the Jersey kah&@wervices Commission from the
financial services companies that are operatindensey - | think we had something
like £10 million surplus in their account or somathin excess of £4 million anyway

- certainly we could look, perhaps, at asking thehether or not those amounts of
money that they have collected from the financ@liees in Jersey could not be put
towards paying for the Finance Ombudsman. Nothéngver as easy as it seems and,
as Senator Ozouf has pointed out, there was a vidn@eng paper on the background
to the issue and perhaps we need to look at that.

(...)

1.6.10 Connétable D.J. Murphy of Grouville:

May | add my voice to those who are asking for makcial Services Ombudsman to
be appointed? | had a case of a parishioner whe@ ¢arme with an obvious case of
mis-selling of insurance products, and when we @ggred the Financial Services
Commission we were told they had no jurisdictionatgoever. They could not do

anything at all. He had ticked the box marked “Ngk’r and been sold something

which was at least high risk anyway. They could dm@anything; however, the major
financial institution involved did recant and thput him back into the position he

would have been in if the product had been soklirtoproperly in the first place. The

problem is, of course, that unless these institstieolunteer to repay or to repatriate
the client, then they have no recourse in law wietsr, and | find that quite

concerning. | would suggest also that in a casethis where you could have levied a
fine, we could build up a kitty which would, indeepay for the services of an

ombudsman.

(...)

The Greffier of the States (in the Chair):
| call on the Chief Minister to reply.
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1.6.16 Senator F.H. Walker:

| will try and be as brief as possible, particufasecause | am grateful to a number of
my Ministers for answering a number of the poitattwere raised by Members. |

hope, certainly, that Deputy Breckon will agreetti@®enator Ozouf gave him a

satisfactory response and, indeed, those othergaided the question of the Financial
Services Ombudsman. | do endorse what has beenTdade are 2 very complex

pieces of legislation causing Members concern to@ae is the Ombudsman, the
other is the share transfer scenario, but theywarg complex and | think Members

will have to accept that that is the case: thatestawvs can be drafted very quickly.

Some have taken up, and necessarily have to taka-gpeat deal of time, but | can

assure Members that both the Ombudsman and the $remrsfer Law are high on the

priority list. | do say that both should be possitd come through in 2007, but we are
in the hands of our Law Officers and the Law Dmaftse here. There is no political

barrier to bringing them forward. In fact, thereaigreat deal of political support but,

as Senator Ozouf said, we have got to get thes@legntaws right or else we risk

unintended consequences which this House wouldisbtto, | think, face up to.
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APPENDIX F
3rd July 2007

Written Question

Would the Minister advise when he will be presamtanconsultation paper (‘Green
Paper’) outlining the various options in respecesfablishing an office of Financial
Services Ombudsman, has he considered how suchméud3man would be funded
and if so, would a levy on the industry be an apio

Answer

As the Deputy is aware this is a subject of mudaeme debate including his own
question and my answer only a fortnight ago.

The Chairman of the Consumer Council also, laskyweote to me on the subject.
It might be helpful to restate some of the backgbto this:

e Since it was first raised by the Edwards reportl98, a Financial
Services Ombudsman Scheme has been considere®9n 2800, 2002,
2004, 2005 and again when the last report was pregen June 6th last
year.

* On each and every occasion this matter has be&edaat, the conclusion
has been the same:

Whilst everyone accepts having an Ombudsman wbeldattractive it is
uneconomic to set one up in the form typically fdun large developed
economies. This was the conclusion of my 2006 tepor

So where do we go from here?

It is important that Members understand the ecoc®wof a levy on industry. |

urge Members to revisit the 2006 report (R.51/2@46rs). As | have already
mentioned, whilst everyone agrees that having amuisman would on the
face of it be attractive, we have to weigh cargfiile costs and benefits for
the consumer, the finance industry and the Isldamda small economy an
industry levy, especially one that is weighted mmplaint levels has the
possibility of placing a disproportionate burden aperators critical to the
local market.

We need to be clear that once an Ombudsman isedréiamight be very
difficult to contain the running costs if complanwere to soar.

In the light of the Deputy’s question and haviraken soundings with
Members, | propose that we set up a roundtableilstegroup to commission
an independent review of this matter, ruling naghimand ruling nothing out,
and seeing the process through to conclusion. Ihappy to agree the
constitution of this committee with other stakeleskland would aim to have
it established along with terms of reference agmad ready to start work in
January 2008.

If we are to look again at this matter we needaliocate the necessary
resources to ensure we do it properly and | willilmguding the required
resources in my budget for 2008.
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