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Mr. J. Mews (Finance Industry Development Execytive

Deputy M.R. Higgins of St. Helier (Chairman):

First of all, just to say that this is our firstrgttny meeting, the first time we have
chaired a panel and asked the questions, so | yxapevill bear with us if it is not
maybe as organised as some of the ones you havia tiael past. However, first of
all, can | ask the Minister to identify himself atite members of his team for the

benefit of the person who is taking the recordifithe hearing.

Senator A.J.H. Maclean (The Minister for Economic 2velopment):

Yes, of course. The team that we have here tagdeyhave Andrew Sugden, who is
in charge of Jersey Enterprise; Kevin Lemasney fitha core E.D. (Economic
Development) team; Mike King, who is the EconomevBlopment Chief Executive;
we have James Mews sitting behind who operates®firnance side; and Martin de
Forest-Brown as well, who crosses over between Emi the Chief Minister's

Department.

Deputy M.R. Higgins:

Okay, thank you. We would like to start the sesgigst to determine, in a sense,
what the department’s policy and legislative pties are for the coming year. As
you know, we have not finalised our own scrutingrpyet and a lot of it will be based
what we hear today[Aside] Before we get into that - yes, | am remiss hete -

introduce members of the panel: Deputy Shona Pittivaih of all, over here; Deputy

Daniel Wimberley; Sam Le Quesne, who is one ofafieers of the panel; we have



Deputy Jeremy Macon; myself, obviously, Mike Higgirand Tim Oldham, one of
the scrutiny officers; Caroline Labey, the DeputyGoouville. |1 am sorry, if we can
go to that first thing, then, if you could give a3 idea of what your main policy and

legislative priorities are in the coming year, glea

Senator A.J.H. Maclean:

| think it has been one of the aims of the CouatiMinisters to ensure that not just
Scrutiny Panels were familiarised with what is coghup in the programme, but also
the States as a whole. There has been a docummeunlated by the Council of
Ministers - of which there is a copy here, | amesyou have probably had it - which
gives a list of legislation that is going to be eogbefore the States. It is broken
down on a quarterly basis, and within that is d¢leatentified areas that Economic
Development are going to be concentrating on anak véhgoing to be being brought

forward.

Deputy M.R. Higgins:
Of those particular pieces of legislation, are ¢hany that you consider your highest
priority and can you rank them in any particuladesf? Because although they are

quarter 1, we know that things can slip. Whichyarer most important?

Senator A.J.H. Maclean:

In terms of priority, the quarters have been idedi Part of that has been work that
has been undertaken previously. Clearly, thereanstraints from the law officers in

terms of law drafting time, but most of it has bdwought forward here. There are

some important issues that are being raised. ®hastm P.P.P. (private-public



partnership) is one that features in the first tprarWe have the Sunday Trading Law
which is coming forward in the first quarter. Wavk, hopefully, the Intellectual

Property Law towards the end of the first quanrich is a large piece of legislation,
which we would look to be bringing to you to scnige. We would hope that you
would be interested in looking at that. Thosemabably some of the largest ones in

the first quarter.

Deputy M.R. Higgins:

You obviously have that programme set out. We halso heard that your
department, in fact all departments, are being byildhe Treasury Minister to make
efficiencies and so on. Do you particularly havey dunding pressures on your
department or is there any particular thing youlaoking at deleting, let me put it

that way, or not doing to meet with those efficiese

Senator A.J.H. Maclean:

| think it is fair to say that, like most departnignEconomic Development does have
constraints on its budget. We go through a zesathabudgeting process and |
believe in the last year, for example, for the yeaP009, there was something like
£19 million of bids from within the department far£16 million budget. So, to
answer your question, | think that probably cleadegntifies that yes, we have a
number of constraints on what we would like to ddhink if you consider a similar
business development/economic development agentheitd.K. (United Kingdom)
the budget on a per person basis would be signtfichigher. So, yes, we do have

constraints.



Deputy M.R. Higgins:
You have the constraints, but is there anything goeiplanning on cutting? Have
you been asked to cut anything? Or have you bskedato reduce expenditure on

anything?

Senator A.J.H. Maclean:

| think no, we are not being asked to cut anything, | think what we need to look at
or consider very closely - and this is one of o@jon priorities as far as the coming
months, the next 2 or 3 months are concernedooilgng at reacting to what is going
on in the economy at the moment. There has beamatic change, as you will

appreciate, since only last September with whhapening with regard to the global
financial crisis, and the way in which we are atdereact to that will determine

reprioritisation of our existing budget. It sholdd borne in mind, for example, that
... and | am sure you have had a copy of this fipou have not you should have one,
which is the Economic Development Business Plar2@®9. Now, that plan was put
together in May of 2008 and you will appreciatet tihavas a very different world in

May 2008 to what it is at the current time.

Deputy M.R. Higgins:

| might add we had noted that in terms of your olye of trying to keep inflation
down, which I think is now irrelevant and will beone likely deflation, and economic
growth might be trying to get to even have somenenac growth rather than achieve

higher economic growth.

Senator A.J.H. Maclean:



Yes, absolutely, it is more a question now of nmamnhg and looking at ways in
which the economy can be stimulated. The F.P.RcdF Policy Panel), which
reported back in September of last year, from tlmment they first reported and
suggested that there could be a problem in thedutuwas only a few months later
that they came back and said: “There is going ta peblem” and in January looking
at identifying exactly what that was going to bel gossibly would look like in the
future. So, things have moved very rapidly in ayv&hort period of time, which we

are having to react to.

Deputy M.R. Higgins:
So, basically, in terms of the new Strategic Plat has been put out by the Council
of Ministers, you expect most of your effort is ggito be dealing with the changes to

the economy and trying to deal in that way, is tltatect?

Senator A.J.H. Maclean:
Certainly, in the short term. At the moment, we aorking extremely hard to look at
ways in which we can react to support businessndutine course of the next 12

months with the economic downturn.

Deputy M.R. Higgins:
In addition to that - | am going to come on to tevnturn in a moment - are there
any other priorities stemming from the StrategiarPihat you want to tell us about?

Your department’s priorities stemming from the &tgic Plan?

Senator A.J.H. Maclean:



Not outside of items that are already in the legigé programme and the ones that |

have identified for the first quarter, for example.

Deputy M.R. Higgins:

Okay. Let us move on, then, to the economic dommntd here has been information
put out in the media - | am not sure if from theig€Minister or the Treasury
Minister or from yourself or whoever - talking aliotlhe economy was going to
decline by 10 per cent. Now, are we talking aladecline from the 7 or 8 per cent
that has been achieved in recent years down to snjuor do you have new
information to tell us the economy is going to legative by 10 or what? Because 10
per cent would be a depression. | would like towwhere these sort of figures are

coming from and the extent of the downturn as yeriisat the present time.

Senator A.J.H. Maclean:

| think it is important when considering what midtgppen over the next 12 months,
indeed over the next 2 or 3 years, to look at weriscenarios and to ensure that you
compare. | am not sure that anybody has pickedadigure of 10 per cent decline.
As you rightly say, 10 per cent is one of the d&bns that can be used for depression
as opposed to just recessionary pressures. | dknowv, Mike, whether you would

like to add to that.

Mr. M. King (Chief Executive, Economic Development)
| think we need to get something clear about tgarés that you quoted. The 7 per
cent economic growth which was delivered in 20015 not a 10 per cent discount on

that because it is rebased at the beginning ofyeyear. What we are talking about



and the work that has been done by the Economidsshlys that based on our current
view of the economy in the Island, we could go franposition of growth to a
position of economic decline, i.e. the size of élsenomy could shrink from anything
between 2 per cent and 10 per cent from its cutemel during the course of the next
12 months. That | think is featured in the brigfohocument that has come out related
to the Strategic Plan. There is a central ranghinvihat which we believe at the
moment is where the range is likely to come oud #yat is from minus 2 to minus 6
per cent. So the economy will decline in G.V.Atogs value added) terms. That is,
basically in 2007 the G.V.A. roughly of the Jergmpnomy was in the order of £4
billion. That will decline ... which is a functiaof profitability and wages, effectively,
G.V.A. That will decline by anything from 2 perrtdeto 10 per cent based on the
current information that we have. But | am surat tyou are aware of the speed at
which things can change, certainly in the U.K. thas been manifesting itself very
clearly, and the same thing could very well happedersey. So these estimates,
there are very broad ranges on them and the nattinese ranges could change quite
dramatically through time. So it is very difficuid define exactly what, looking
forward, the future economic growth or, indeed, élkeent of future economic decline

is going to be as a function of growth in G.V.A.

Deputy M.R. Higgins:

So, just to be clear, then, the figures that yautalking about are coming from the

Economic Unit itself, not from the Fiscal Policyrfed?

Mr. M. King:



No, it is the Economics Unit are running a seriesalculations, a series of models,
that will be used to inform the Fiscal Policy Pameleliberations and their advice to

the Treasury Minister, the Chief Minister and other

Deputy M.R. Higgins:

Sorry, just one point on that. | know the figureghe U.K., the decline forecast for
the coming year is 2.9 per cent, so it does seelveta. Are there any particular
reasons why they are thinking that the downturi lvélworse for Jersey than it is for

the U.K.?

Mr. M. King:

| think that one of the issues is that there idgaicant concentration risk in the
Jersey economy related to the impact of finan@alises as a proportion of G.V.A.
What could be seen as a relatively modest percentagact in the U.K., because the
financial services, for instance, is a smaller prtipn of their total economic mix,
could very well translate into a more significaergentage decline in Jersey because
53 per cent of G.V.A. as measured in 2007 wasnaniial services. So, whatever
the decline in that is, roughly half of it will tralate into decline across the whole
economy. Then, of course, there is decline in @asal sectors because there is a
very high dependency between the economic progpefitthe financial services
sector and all of the industries, service indusfrgipply industries around it, in and

around the Jersey economy.

Deputy M.R. Higgins:



So this is really a case of the chickens coming daim roost that we have
concentrated on one industry at the expense aitladlrs and we are going to pay the

price for it if the downturn is as bad as everytmneks?

Mr. M. King:

| think that is an opinion, not one certainly thavould share and | am probably not
here to share or agree with you, but the otherpeets/e is that having an industry
such as financial services, which is diverse ialiitsnaking a major tax contribution

is one of the things, in fact one of the few thinghink, that allows us to preserve the
way of life that we have and fund the cost of tlhubl services. We continue to
make sure that to the greatest extent possibldhenwork that the Minister was

referring to that E.D.D. (Economic Development Démpa&nt) and the Chief

Minister's Department are involved in now is to raaure that we minimise both the
depth and the breadth of the economic downtureisey, and that is both in financial

services and in the other sectors as well.

Deputy D.J.A. Wimberley of St. Mary:

Can | chip in on the concept of risk, which redlfgubles me and, of course, is
directly relevant to the lives of people out ther@2vo things; one you have just
mentioned, the financial services industry. | veblikke to know if any work is being
done on looking at the risk of different aspectshait industry because it seems to me
that some aspects are riskier than others. | diconng the Sarkozy quote with me,
but he is not speaking very nicely about paradisaiix. He is on the warpath and so
is Obama, so there is risk out there and | justdeonwhat is formally being done to

appraise that risk. The other risk is peak oilbw\peak oil is here according to the



majority of experts who know about it. When Gorddmown says: “Oh, the Arabs
should turn the taps on, the Arabs should turrtaps on” - this was going back a bit
before the current economic difficulties - the peowho were in the know just
laughed because there is no tap to turn. Whabliesume is that there seems to be an
assumption that when the going gets good againnwileecome out of the downturn,
then suddenly everything will be rosy again. Walttually, the price of oil will
rocket and we may very well stay where we are. 1§ost want to know whether

there is again a formal appraisal process goingbaut risk in those 2 areas.

Senator A.J.H. Maclean:

Right. 1 think, taking it in reverse order, jusbaef comment about peak oil that you
referred to, that is a subject that has been arsinu the 1950s when the concept of
the world running out of oil was first raised. lilwdefer making any depth of
comment on oil. Mike is probably the best mantfat because his background is in
the oil industry, so | am sure he would be delighte give you his views, bearing in

mind his natural area of expertise.

Deputy M.R. Higgins:

| think in the circumstances, though, you can apoad | think on that particular

issue rather than deal with it hefjé.aughter]

Mr. M. King:

| can talk about peak oil for a very long time.

Senator A.J.H. Maclean:



You can go on a long time about the subject of pmhk Clearly, we have noticed
more recently the drop in the oil price which hagin to feed through to the
economy. It peaked, as you will be well awarel®®; it has been floating around
about 40 for some months now. There are somenfgebr predictions that we will
probably be averaging about 60 for 2009, with thel@us impacts it will have on not
just Jersey’s economy but also wider ranging ecoe®mAs far as risk is concerned,
risk is something that is extremely important yirig to assess not only where we are
but where we are likely to be going. | noted oa thdio this morning that Pierre
Horsfall, who used to be a Senator, was commerntdimghe last recession and the
information they had available when they were pgtin place the strategies to deal
with the early 1990s recession. He made the pbattthere was very little statistical
information available at that time upon which tHayilt their strategies, albeit they

did reasonably well.

Deputy M.R. Higgins:

Accepting that, though, in terms of ... sorry, tilm@oing to be short so | am going to
try to focus a little bit. What modelling are ydoing at the moment or what are you
looking at in terms of the risk to the Island frddarkozy, Merkel, Obama, I.M.F.

(International Monetary Fund), O.E.C.D. (Organisatifor Economic Co-operation

and Development)? There are an awful lot of thipgimg on out there. Can you tell

us what you are doing and what you see the mdis ae?

The Deputy of St. Mary:



And also on the oil, the fact is that the consemsms is that we are there and that if
the global economy was to pick up again the capaxisimply not there to fuel that,

so therefore the price will shoot up again. Smitld be that ...

Deputy M.R. Higgins:

Okay, but if | can ask if you could start, thoughth finance.

Senator A.J.H. Maclean:

There has been and is quite a lot of work goingnalerms of assessing both through
Jersey Finance, who are looking at the risks ofjtbbal financial crisis to Jersey and
Jersey’s financial services industry, the L.B.Sor{don Business School) report
which | know you have referred to and we will prblyatouch on later on. | know

you are after some information. Out of that caine tequirement to set up the
F.S.A.B. (Financial Services Advisory Board), whigh a group comprising

government, industry and regulators, all of whigke &oking at the risks to the

financial services industry from the global finaadccrisis. | would ask, perhaps,
Martin to come in and give his view on some of Wagk that is being undertaken to

look specifically at the risk elements.

Mr. M. de Forest-Brown (Director, International Fin ance):

Yes. There is a fair amount of work going on oa #éinea that you have mentioned. |
think one has to be careful not to get into theitpos where the feeling is that the
world is going to end. There are clearly a largenber of commentators out there
who are, for all sorts of reasons, making commentsu have mentioned Obama,

you have mentioned Sarkozy, you have mentioned dednd so on. What | think



we have to do is take that background and then &okhat might happen in practice.
So, what does that lead to? You need actionsrédsafit in something happening.
There is a piece of work going on at the momentcivhs looking at, well, okay,
given that environment, what sort of impact mighere be on the jurisdiction and
how might that manifest itself? When you breaklotvn into what actions might
happen, it is slightly less scary than the rhetdhat you will get from market
comments. So, if we take Obama, for example, ekrgrly it is about there needs to
be a list of non-co-operative jurisdictions. Whgu look down into the detail, we
are very comfortable that we are a co-operativisdgiction and we are confident that
we will not be on that list and, therefore, that @@ not see any immediate impact
from that particular initiative. When you look #ite comments made by Sarkozy,
again they are more about whether banks that areivieg state aid should be
allowed to continue to operate in offshore jurisdics. When you talk to the officers
within U.K. Treasury and so on and so forth we filéht, yes, there is political
rhetoric but in practice the actual policy positi® much more supportive of
continuing to allow operations to do what they khis in their commercial best
interest. So, yes, there are threats there dad/éry easy to paint pictures of extreme
threats, you know, a government deciding that bahksild not be allowed to operate
in the jurisdiction, for example. Well, if that y@ened, what would it mean? If you
want to take an extreme position, then there wbeldo banks here in Jersey, so that
would clearly be most ... So what we are tryingldais to look at the range of things
in terms of likelihood and the impact, but how thatuld operate in the process, how

would it move through to actual ...

Deputy M.R. Higgins:



Are you aware of any particular initiatives eithsrthe O.E.C.D., |.M.F. or anybody
else that are putting forward, for example, mughter regulation and what form that
will take, or whether there is ...? Well, for exam we know the E.U. (European
Union) again is looking at the Savings Directivieere are sort of threats there in
terms of towards trusts and others. What are yeare of of these sorts of risks to

the industry?

Mr. M. de Forest-Brown:

As you say, there is a long list. If you look at@uple of those, if you look at the
E.U. Savings Directive, yes, there will be a lotcozerage about that, but even in the
worst case scenario, even if the current propasaldully accepted - and there seems
to be a lot of evidence to suggest that that vatllme the case - the law does not come
into effect until 2013, so that is 4 years awayc@dly, the level of the impact on
Jersey is estimated to be fairly modest. Yes, #reytrying to introduce look through
on trusts but Jersey operate primarily with disoregtry trusts and it simply does not
work for discretionary trusts. So it is not clebe full scale of the impact even if
anything should happen. What Jersey has been plesradly good at over the years
is reinventing itself, so when something comes @ltm challenge it, it then finds

another path.

Deputy M.R. Higgins:
Accepting that, Jersey have always been very, &orinnovative. In terms of the
monitoring, do you have offices or do you have infation coming from these? Are

you monitoring day by day what is going on in thisa?



Mr. M. de Forest-Brown:

On the E.U. Savings Directive absolutely; we getydapdates on what is going on
that process. Where it is at at the moment ihéterritory between the European
Parliament, the Council and the Commission, whonaking through their different
stages to get agreement. We are, for examplejfisplg aware that in the last
meeting between the working group from the EuropRarliament and the officers
from the Commission that there was total disagre¢mo@ what the way forward
should be, so that gives us further comfort thad th not going to be a smooth
process. The last one took some significant nurobgears to get where it was and
they are in much more different territory here. efiéhis a strong message coming
back that the political pressure was to put somegtthat was politically acceptable in
the public domain but transplanting that into acpractice and legislation that the 27
union members all agree on, and it has to be aimnoais support, is extremely
difficult. So, yes, we are getting feedback ont thpecific issue. You mention

another subject, alongside E.U.S.D. (European USmrings Directive).

Deputy M.R. Higgins:

That is a different initiative.

Mr. M. de Forest-Brown:

The regulation ... yes, obviously regulation isngpto improve but Jersey has set
itself out as a jurisdiction with leading regulati@and | am confident that 1 am

offering, in due course we will confirm that. See are happy with regulation.

Regulation favours those who are good at regulatather than open jurisdictions

that are weaker at it.



Deputy M.R. Higgins:
Leading on from that then, the Michael Foot revieBan you tell us where we are at,

at the moment?

Mr. M. de Forest-Brown:

Again, | think this gives us further comfort thaete is all the noise in the media and
then there is what happens in practice. The pdgéureport said that an interim

report was due by spring on ... yes, by spring.cdnversations with Michael Foot

and his team it is clear that he is not availableesourced to produce an interim
report by spring. So what he is proposing, ansliiwhere we are at, at the moment,
is he has put forward some proposals on what #pairt ... what the process might be
to produce that report, and in particular he hastified a range of possible themes
that the report might focus on, which are broadjyiealent to what the pre-budget

review statement said, but not absolutely.

Deputy M.R. Higgins:
For the sake of clarity, can you say what theylm@eause certainly the reports we

have seen on the Treasury website and in the peess to be extremely vague?

Mr. M. de Forest-Brown:

Exactly. That is the point. That is because tla@eeno agreed themes. What he said
is that what he wants to do for the spring rep®roi agree some themes and agree
how he was going to approach the report, and thtitel basis of his interim report in

spring. So it will have no substance in it, itlvgiimply be a process report about how



he is going to take things forward. In practicke tlikely source of areas are
responding to G20 concerns and the compensaticenses) regulation supervision;
so not hugely indistinct from the words that warehe pre-budget report. But they
have not been agreed and they have not been &dalso that is why you are

struggling to find things on the public arena.

Deputy M.R. Higgins:
In particular, in terms of financial stability atite role of offshore centres, what is he

saying in that?

Mr. M. de Forest-Brown:

Again, that will be part of the review; to identify or the assumption is his focus will
be to look to see whether there is the possibditya liability arising at the U.K.’s
door from offshore jurisdictions. That has partiely come about since the problems

obviously with the banking collapses in the IsléviiEdn and Guernsey.

Deputy C.F. Labey of Grouville:
Can | ask a supplementary here? Are you doingharytabout things a bit closer to
home? We are a leading international finance eemtre there any plans to have a

financial ombudsman here?

Mr. M. de Forest-Brown:
The last position on this, as | recall, is thera [giece of work going on to look at the
possibility of having a combined ombudsman. Swewgithe inefficiencies you have

in a particular ombudsman that focus purely onfiasincial ... | recall that there was



a piece of work that was being considered in logkaha full ombudsman for a range

of areas. | do not know where that has got tolmatwhe current position is on that.

Deputy M.R. Higgins:
| might add, the last paper | saw was from PaulGdechy, and it was part of a

ministerial decision on that. But anyway, we witime back to that.

Deputy S. Pitman:

Can | ask a question on sustainable growth? Bganmmind it has just been said
about the economic downturn, in your Business Plan have said that the
department’s aim is to encourage and facilitatéasusble economic growth with low
levels of inflation coupled with economic diversdtion. How can you ... bearing in
mind what you have just said, and also with theairk it is 250 heads of household
figure year migration, how do you see your depamtmeontrolling or reaching

economic sustainability?

Senator A.J.H. Maclean:

| think my opening comment about our Business Ria2009, this was prepared in -
and this is the way the States process works -ag BD08, and the environment now
is very different to what it was at that particutenint when the plan was put together.
A lot of the pressures that we were under at tlatiqular point, and you have

highlighted a migration population being one, Inthiover the next, certainly year,
probably 2, we are going to have a reverse efféfiiu are going to see very little

pressure on population. You will see far greatieglihood of outward migration

rather than inward migration as the economy cotdramnd there is a far greater risk



on the deflation side than there is on the inffastde. So | think a lot of the factors
have changed from what was in the original repmitnf what we are seeing and
having to deal with now. What we are after nowws are looking and putting
together a plan for stimulating the economy andnta&ning the economy and trying
to deliver the minimum 2 per cent net economic dhotliat we were tasked originally
by the States to do. The challenges are diffetbat, the processes we are going to

have to follow and so on are going to be very ddife.

The Deputy of Grouville:

The stimulation in the economy, is that all goinde focused on the finance sector?

Senator A.J.H. Maclean:

No, not at all.

Deputy M.R. Higgins:

In fact, we are going to come on to that in a sd¢dns the next ...

The Deputy of St. Mary:

| just want to go back to my original question, aihhas not quite been answered. It
looks to me as if the risks to the financial seegisector are being formally appraised.
There is a body, they are looking at it, and theytaking it seriously. Now, can you
just confirm that there is no formal work being doon the risk of peak oil and its

effect on our economy?

Mr. M. King:



| think that is not correct because there is atsuitigl amount of work being done on
an energy policy for Jersey and | think ... | masst to bring you my experience from
the oil and gas industry; oil and gas is a finiédunal resource and whether or not we
reach peak oil or not is a point of debate, big rot the real issue. The real issue is
that we are dealing with a resource that ultimataly/run out. | think the important
thing from Jersey’s perspective, and this is caatwithin the energy policy, which
we continue to do work on - in fact, | was doingngowork on it only this weekend -
is really related to the fact that the long terrtufa for sustainable energy in Jersey is
not going to be related to oil and gas. It is goio be related to the diversity of
production of electricity, be that from renewabteother sources. But | think it is fair
to say that in common with all major economiesyatl are taking a very long term
view, and | think we are talking fairly long ternere which is important, because if
you look at, for instance, the recent 2008 BP siatl review of world energy, at
current levels of production, proven reserves ¢fwoll be depleted in somewhere
between 45 and 50 years. The current proven resesf/ gas will be depleted in
about 60 years. So that is a timeframe within Whiersey and all other western
economies will have to adjust to rather a differemt, and | think the work that is
going on at the moment is about diversifying ouergy base and increasing
significantly the renewable proportion within the8o, | think that we are responding
to the challenge of dealing with the ultimate deelin oil and gas as a primary energy

source.

The Deputy of St. Mary:

To be continued, if | may.



Deputy M.R. Higgins:

It is. Time is pressing and we have a lot moreconomic development.

The Deputy of Grouville:
Can | just ask a quick question? When will thaigyobe developed? You say you

are working on it now, when is it likely to comeviard?

Mr. M. King:

| would hope something would be coming out ...as$ lactually been run out Planning
and Environment, but | would hope something willdmning out by the middle of

the year. | have not got the precise data onlithtve will get them to confirm that

to you.

Deputy M.R. Higgins:

| would like to move on then to your departmentéerin dealing with the current,
sort of, economic situation we have got. Perhapscan clarify for us. In terms of
Chief Minister, Treasury Minister, yourself, anat@ouncil of Ministers, first of all,
what is your role in dealing with the downturn heteconomy? How do you express

your particular role?

Senator A.J.H. Maclean:
Well, the Economic Development role is to assesatwgoing on specifically in the
business community. We have touched on financé& s go on to the wider

economy ...



Deputy M.R. Higgins:
We will do in a moment. But just explain in gerléeams; in terms of the discussions

are you one of the lead Ministers on this or thé whole Council of Ministers?

Senator A.J.H. Maclean:

Well, it is cross-departmental, but clearly Econonidevelopment, you have
identified Economic Development and Treasury intipalar because Treasury is
where the funding ultimately will come from and theoposition to the States to

release money from the Stabilisation Fund.

Deputy M.R. Higgins:
So the actual proposition of releasing it will cofm@m him, but the actual spending

of money is one ...

Senator A.J.H. Maclean:

We are feeding into it. The Economics Unit aretipgttogether a case looking
forwards at what the predictions are for G.V.Al, &xample; what the economy is
going to look like over the next 12 months. | tihis worth bearing in mind that
historically the States have been very good atit@pkack at what has happened but
not very good at forecasting forwards, and that ieast what the Economics Unit are
doing at the moment. From our perspective, wel@king at businesses, Andrew
and his team are talking actively with differenbgps. We have had meetings, for
example, with the construction industry, we have In@eetings with the banking
industry. There are meetings going on with variotier sectors of the economy to

assess what the order books are looking like, lapkito the future and so on, so we



can try and assess where it is going. All thaprimiation is being fed into a paper
which will eventually go forward and form part d¢fet Report and Proposition to the

States. | think June is when the R. and P. issadleeme forward.

Deputy M.R. Higgins:

In terms of what you have sort of identified, weoknthere are certain sectors of the
economy, can you outline for us, whether it beinarfce, construction, retail - we are
going to come into each of these areas - but canjugi outline first of all what your
department is going to do to try and sort of aléwisome of the worst of the

downturn?

Senator A.J.H. Maclean:

One of the first things that we need to do is seathat the Business Plan that was
produced, that you have got, is the old form. \\&e at the moment, looking at ways
in which we need to prioritise the spend that isniified in our 2009 plan that is
appropriate for what is unfolding in the economyhet moment, and that is the work
that is being undertaken, assessing with the @iffiebusinesses where the impacts are
going to be. Now, whether or not part of that pss - | have mentioned the
construction industry, for example - it is a quastiof bringing forward capital
projects, bringing forward maintenance projectshatTis one particular area that
funding from the Stabilisation Fund could be u#éiis Different sectors of the
economy that we need to support, for example, $ouri We are looking at ways in
which the tourism industry could be supported, eodévelopment which forms part

of our existing activities and other areas liketha



Deputy S. Pitman:

May | ask specifically on the retail strategy? Now have seen several High Street
shops closing and also we have the proposals owdltexfront to build more retalil
units; how does that tie ... because of all thid #re recession, what | would like to
know is what you are doing for retail. It seem®b#&oleft out somewhat. Specifically

what are you doing for the industry?

Senator A.J.H. Maclean:

Sorry, is your question about the waterfront depelent or ...?

Deputy S. Pitman:
Well, both. Are you still going ahead with the tsnon the waterfront, and also |

would like to know specifically what you are doifay the industry?

Senator A.J.H. Maclean:

As far as the waterfront development, if you atkitg about specifically Esplanade
Quarter, there is a lot of work being undertakerifat, but the planning decision has
not been taken yet; the sort of assessment withBY (f#Vaterfront Enterprise Board)
as to what they are doing with regard to the deprakent of the waterfront scheme;
the financial viability of it, Harcourt and so orl.mean there is a lot of work being

undertaken to assess whether or not that is goipgoceed or not.

Deputy S. Pitman:

The first question; what you specifically were dpior the industry?



Mr. M. King:

May | make an initial comment and then | will pas®r to Andrew. | think the most
important thing to make sure that we bolster thailrsector is to make sure that to
the greatest extent possible we make sure thahdésses remain profitable, they
remain employing people, and we do not see anyfsignt unemployment because
that is what will allow - that combined with undgrlg consumer confidence - will
allow people to carry on spending money, and tlsatvhat sustains the retail
environment. So that is where the focus of a Ibtoor activities supporting
businesses, it is aimed, as | said earlier, in mising the depth and breadth of the
recession. That is the best thing that we camdoake sure that the retail sector is
sustained. We have little or no control over wkettr not major U.K. chains, such as
Woolworths, such as Barretts, ultimately fail. Degwith that as it manifests itself
in Jersey | think is something that Andrew can canton from the work that he had
been doing as part of the sad closure of Woolwopdbspart of the overall package
there. But the retail sector itself, just to reate, is best supported by making sure
that people have employment, they have money iir theckets, and they can
continue to spend that in the Island in the retadtor, and that is where the focus of

our activity is.

Senator A.J.H. Maclean:

It should be emphasised, | think, that as far @paeitt to, not just the retail sector, but
the small business sector which largely the rettor is all about, is something that
Andrew and his team at Jersey Enterprise, the topeshiop at Jubilee Wharf, for
example, we are working on a continuous basis witing to support small local

businesses to ensure that they are as profitattheggpossibly can be.



Deputy S. Pitman:
Sorry, | will be very brief; talking about the rétadustry, specifically what are you

doing?

Senator A.J.H. Maclean:

Andrew, do you want to develop the work you haveealthrough Jersey Enterprise?

Mr. A. Sugden:

| think at the moment we are getting mixed messdigas the retail sector dealing
with companies direct or through the town centrenager, SO some stores we know
are struggling, other stores in the same sectod@irey very well. So, we are dealing
with trying to pick up consistent themes. Oneha initiatives we have got in line for
the next couple of months is to bring forward a lgal campaign. So it is meant to
support the retailers by encouraging Islanderaugorbore on Island rather than going
off the Island looking through internet or otherusmes for products. But that
obviously then depends upon the quality and setvsieg provided by local retailers.
The intention is to support the sector in whateway we can and the economic
stimulus package should not be forgotten that tisege multiplier effect. For every
pound the States puts into different areas of tee@my that pound will circulate

around economy, part of that chain will ultimatbky the retail sector.

Deputy M.R. Higgins:

Have you got a question on retail sector?



Deputy J.M. Macon:

Just briefly, you mentioned about increasing theam of money that people have to
spend, but that is about disposable income. Incthieent situation | think a lot of

people will want to put money into savings, thitige that. So, to support the retail
industry you need more disposable income, notgumsply having more income, and

it is how people then choose to spend that.

Mr. M. King:

Well, of course, everybody has their right to cleot®w they use their income, |
think that is fair to say. But the fact that where can have influence by doing what
we can to support businesses and therefore sugmpmibyment is at least continue to
give people that choice. What you do not want isitaation where they are

unemployed and that choice is removed and, in taety have to fall back on the
benefit system. That ultimately will have a sigraht reverse multiplier effect into

the retail economy.

The Deputy of St. Mary:

| would just like to go back to the constructiomuristry, and we need to support that
and throw in the word “sustainability”. It seenasrhe that ... well, | will ask you the
guestion; is the need to future proof our socieiynd here we go back straight to the
fact that oil will go up and we have already agrékdt we need to reduce our
dependency on fossil fuels. | mean, | think, egagyagrees that. Maybe this is an
opportunity to invest in energy conservation in ajon way. | mean, that is what
other jurisdictions are being pressed to do andesomthem are actually doing it,

because it is an obvious win/win. You get money ithe economy, you get the



stimulus but you also proof your society againg #orst of what might happen,

which is why | keep coming back to risk.

Senator A.J.H. Maclean:

| think that is happening anyway, and ...

The Deputy of St. Mary:

To some extent.

Senator A.J.H. Maclean:
. there are quite a number of initiatives beingveh by the Planning and

Environment Department.

The Deputy of St. Mary:
| was just wondering whether that is being con&desis part of the package. The
stimulus package is a lot bigger than what P.&Bar{Ring and Environment) are

putting in. They are putting in £1.5 million.

Senator A.J.H. Maclean:
All departments are feeding ... there are a nurabdepartments who are feeding into
it as far as the stimulus package is concernedb ot know the exact detail on that

area but that would be driven by Planning and Emvirent.

Deputy M.R. Higgins:



Can you tell us then, because we were moving aronstruction, what it is you are
specifically going to do for the construction intly8 How are you going to try and

assist them?

Senator A.J.H. Maclean:

What we wanted to do, we have been in touch withumber of sectors of the
economy of which construction happens to be ortbade that was picked up by the
media, which is probably why we are talking abautRirst of all, we wanted to look
and establish with the construction industry .d Bear in mind construction covers a
whole raft of different areas. There are not jusiilders. There are architects, all
sorts of associated trades that are linked intdMie wanted to get a feel as to what the
pressure was from those industries and how theythawnext 12 months and the
potential downturn affecting their businesses.isIguite clear that there is a slow
down in projects coming through. We have workethvidlanning and Environment
and | am delighted that the announcement only &weeeso ago by the Planning
Minister about introducing a fast tracking procéssthe planning process, because
that was one of the identified areas that the ittgwgas particularly concerned about.
The amount of time projects were taking to comé&udion. So there was an issue;
that happened. | believe that is now an areaishia¢ing addressed. The 2 key areas
that we can do something about is to look at chmtajects, the possibility of
bringing forward some capital projects, but alsmd this is the one that can be turned
on quickest of all - and that is maintenance. Tkeges, as you will be well aware,
has got a significant maintenance programme whashrbally been under funded for
many, many years. That can be brought forwardvemdelieve that that is a good

opportunity to feed into the construction indusand all the associated arms therein.



Deputy M.R. Higgins:
In terms of the housing market, we all assume jirgsty flat at the moment. Is there
next to no building going on at the present timAdfe you contemplating with the

Housing Minister bringing forward any housing picig?

Senator A.J.H. Maclean:
The Housing Department, | understand, are lookingpring forward some of their
capital projects, yes; that is part of the packihge is being looked at, at the moment,

and being assessed.

Deputy S. Pitman:
May | ask the same question about e-commerce becaus said in your Business

Plan that you wanted to expand on that?

Senator A.J.H. Maclean:

| mean, opportunities within e-commerce; intell@ttproperty I mentioned right at

the beginning as part of the legislative programtiat, there are effectively 3 streams
to that piece of work of the legislation. Bearimgmind what legislation there is in

that area in Jersey dates back to the 1920s amdineent. We need to bring ... yes, |
can see Wimberley laughing. There are 3 streaatsaé are looking at: (a) updating
the legislation, making it fit for purpose; (b) tmegistry opportunities and (c) is

opportunities with e-commerce. All of those softliok together. We do believe

there is significant opportunity for the Island.



Deputy M.R. Higgins:

Moving on to other sectors in the economy; in teahthe finance industry, you have
been having talks with the banks as well, whatmseatf the finance industry are sort
of suffering at the moment, or have we lost anynelets? We know it is constantly
changing, but we know that during this financiakisrthere has been loss of certain
types of business. From your discussions can ghbhuws$ what sort of developments

are going on in the industry?

Senator A.J.H. Maclean:

| think it is probably worth touching, the discusss that we had with the banking
sector were relating to information we wanted tedfento the stimulus package.
Where we were particularly concerned is the eftectsmall and, | guess, medium

sized businesses.

Deputy M.R. Higgins:

Yes, we are going to come on to that in a second.

Senator A.J.H. Maclean:

It was identifying that funding from that point efew because clearly there is
restrictions on funding now with banks, and thah&ying an effect on the wider
economy. But in terms of the actual finance indugself, the areas ... Martin might
like to comment on the areas of the industry thévesehey are identifying as having

suffered some pressure or potential pressure.

Mr. M. de Forest-Brown:



At one level it feels a bit like the proverbial RbRunner going over the edge of the
cliff and still running and not falling yet, andeth started to fall, and while we can
note some specific areas of business that havel diye we have not yet had a
feedback that there are major cutbacks plannekink everybody is prepared for that
and | think there is no doubt there will be som#éauaks in due course. | mean, in
particular, the work that relates to funds hasora level, dried up. Certainly the

areas of securitisations, a lot of legal strucyimvork has dried up obviously because
that is directly related to the issues that hawt $@me impact on the economy. But
lawyers and accountants seem to find work to dochéver way the market is going.

Even to build things or to dismantle them, one wathe other. So we are not getting
feedback that there are significant reduction isiess levels. To what extent do |
believe that or to what extent, you know, peopkegirtting a brave face on it? | think
that will become very clear in the next few monkhg we are not getting messages
back that people are planning wholesale reductidnisis stage. What the experience
is from pass down terms in the Jersey economyhaittettie finance industry, because
of the problems of the planning(?) and resourcennthey want to grow business,

tend to hang on to their resources to the extattiths possible. One of the biggest
concerns we have is that there becomes a genedsh perception that this is a long

term downturn. The reason behind that is thaedpbe think this is a short downturn

then they tend to try and hang on to staff at thegmn and wait for the upturn. It gets

more difficult if there is a perception that thesea long term downturn and then

people will think: “Well, actually maybe it is bettfor me to lose a few staff now and
try and hire them back later.” | think at thisg#apeople are still watching. There
does seem always to be a delay in the Jersey mavetdo have a bit of a beta by

which | mean that when the hit comes it tends toshghtly more exaggerated



because of our concentration on finance. But thenrecovery tends to be equally
fast or overreact, and we saw that clearly in #st touple of years where there was
slight concern of overheating and high migratiérthink we do need to look through
those short term trends and look at the way thayimithe cycle. So | think we have
got some challenges but at this stage we are nbhgenessages back that there is

going to be substantial reductions in the very hetare.

Deputy M.R. Higgins:
| am just going to come back to this again, whenoek at Jersey Finance and some
of the things there. Can you go on to how yougmi@g to help small and medium

sized businesses? What your proposals are there.

Senator A.J.H. Maclean:

Well, the establishment last year of Jersey Enispithe one-stop-shop at Jubilee
Wharf and the business advisers already in less #éhgear, more than 1,500 or
around 1,500 businesses have been assisted in ousndifferent ways. One of the

key elements has been the start up and suppomaif businesses to allow them to
grow their business and develop into different wayéere are all sorts of facilities

like meet the buyer. Andrew can probably give rdawn on the initiatives that are

on the go at the moment.

Deputy M.R. Higgins:
Well, they are the sort of standard initiativesttaee in the brochure which we can
read on, but specifically in dealing with the prrbk that small and medium sized

businesses are doing at the moment.



Senator A.J.H. Maclean:

Access to funding.

Deputy M.R. Higgins:
For example, you were on the radio talking abouting, yes. Liquidity. Perhaps

you can elaborate on that.

Senator A.J.H. Maclean:

Again, there has been an initial discussion withminers of the banking industry and
there is going to be further discussions about wayshich, for example, you will
have details of this in the pack, the small businesn guarantee scheme which
operates. That is basically providing funding $tart-ups up to, or underpinning, up
to £250,000. What we are looking at and what veeraost concerned about in the
current climate, and what is likely to unfold otbe next 12 months is cash flow for
small businesses, and a small business overdoafexample, that banks look quite
closely at in the present climate and restrict. & looking at ways in which the
small loan guarantee scheme can be extended tadpreeme form of support. |
mean, it is a difficult area and obviously a lotadrk is yet to be done, but that is one
area we believe is important in terms of supportsigall and medium sized

businesses.

Deputy M.R. Higgins:
Obviously, one of the difficulties in that areatl® fact that if the States are putting

forward the guarantees you are assuming the riskénsense because the banks may



be getting the money but they know they can alway$ack on you. To what extent
are you involved in the consideration of businestesr viability and whether they
should be funded? Are you just, at the momerkirtglabout handing that over to the

banks?

Senator A.J.H. Maclean:

Well, the small business loan guarantee schem&yds it gets assessed by the banks
and they effectively look at it, and it is only éheme that they go down the line and
say: “Right, well we would have funded this, we \bhave provided support for
this, but there is no collateral to go with that’teey then come back. Having made a
recommendation to it, it then comes back to usifoto look at. Mike, do you want to

comment ...?

Mr. M. King:

Small firms loan guarantee scheme that we put ateplwhen we launched the
Enterprise and Business Development Strategy wa® texactly what the Minister
has just said, and that is to make sure that ladoltateral was not a barrier to good
ideas, good business ideas coming forward, andstdeen effective. It established
the principle of underwriting, but | do not thinkat anybody should be under the
misapprehension that we just sit there with a ltick and just approve something that
the banks pass through their lending criteria. s majority of people who talk to
us about small loans guarantee, and almost eveyytihad will talk to us about the
broader underwriting, if that indeed has happenetl,flow through initially from
Jersey Enterprise. So it is as a result of a legsircontact that we have with the

business by virtue of our business advice servi@ we will understand their



business, understand whether it is a good busimessund business, but has cash
flow issues. We will then talk to the banks whdlut that through their standard
lending criteria and that then flows back to us itSs a collective decision between
ourselves and the banks. So we are collectivelsntifying and collectively
managing the risk. As accounting officer | havesign off on every single loan to
guarantee to the Treasury that in the event ofif@iEconomic Development has the
necessary resources to underwrite the loan. Se thenot some huge pot of States
money. One of the risks, to be frank, is thateéhsra scale at which we can undertake
this programme but there is a scale above whichcamnot, simply because the
liabilities in the event of failure, given the pentage of failure that you see
traditionally in these type of ventures, is sucét th would then be covered off by our

own resources.

Deputy M.R. Higgins:
Are you going to be getting additional resourcesnfithe stimulus fund, or whatever
it is? Because, again, between the £250,000 maiatua time we cannot help very

many, | would imagine, on your own budget.

Mr. M. King:

No, we cannot, but it has to be said that | dothioik that anybody has come to us for
£250,000. Given the scale of the businesses,nbiimally much more modest than
that, but if the access to finance and the expansidhe small firms loan guarantee
scheme complies with the 3 Ts; that is targetede tiimits, time limited, yes, for a

period of time we may very well be able to accessl§ from the Stabilisation Fund

because that access to funding to assist good dss®is who happen to have cash



flow difficulties is exactly what | was talking abbearlier in terms of preserving
employment, has impacts on the retail sector, resltice load on the benefit system
and | think that is exactly the right thing to d8o, this is really about quantifying and
managing risk. It is something that, as Jerseyeffpnse and as Economic
Development, we now do to a much greater extent tha did 3 years ago before

Jersey Enterprise and the type of business rekdtipa we have existed.

The Deputy of Grouville:

Turning now, not just to focus on financing smalkimesses; is there any other form
of help, for example, with cultural artists, craftsople other than just financial, for

example, trying to help artists find space, workg®a The States have a huge
property portfolio, is there any way that we casistsartists and craft workers to, sort
of, establish themselves in premises or work spacebsthings of that nature? Or is it

purely a financial nature?

Senator A.J.H. Maclean:

Small businesses, whatever they are, whethemtasafts or anywhere else, can go to
Jersey Enterprise for support and there are alk swiropportunities. For example,
export initiatives; small businesses that do natessarily ... who create crafts and
want to export them, want to go to trade showsetlage all sorts of areas like that
where businesses of the nature you are discussingbe supported and helped

outside of financial.

The Deputy of Grouville:



Can | just ask a simple question here? How doeeydnterprise support ... is there
a duplication between Jersey Enterprise and JdBssyness Venture or do they

support one another?

Mr. A. Sugden:

No, they tend to complement each other. The typelients that J.B.V. (Jersey
Business Venture) are working with tend to be senattades related crafts(?),
whereas the Jersey Enterprise team tend to bendealth companies having more
intellectual property. They have more of a knowkedased business proposition. So
we tend to look at it that J.B.V. are really deglwith what are generally micro-
businesses, probably one man businesses, whersayg Eaterprise tend to deal with,
in Jersey terms, medium sized businesses whichea@atcompanied with only 3 or 5

people.

Deputy M.R. Higgins:

| would like to move on, if | may, to tourism as area. Again, what are you doing to
assist the tourism industry? Not only short tefrknow there is the P.P.P. and we
will possibly get into that, but if you can tell uwghat sort of initiatives you are using

to assist tourism at this time for the state ofébenomy.

Senator A.J.H. Maclean:

Not wanting to sound like a parrot, but Jersey Emige, again, it is an area that we
want to see more support to local businesses, locgbu have got 2 aspects of
tourism clearly. You have got on-Island tourisraadtions and restaurants and all

sorts of facilities that are appealed and activdigdourists coming to the Island.



Those sort of businesses needed to be assistedelpetl and we want to see more
tourism related businesses seeking the suppodrséy Tourism to be able to develop
their business to be more profitable. It is the sector where we have noticed that
there is less activity from tourist related bussess getting support and to help
develop their businesses. So that is an impodaspéect. The other side, of course, is
2-fold. One is bringing people to the Island. Wae developed, and as you will see
within our budget, we have got an allocated sutmohey to help develop the routes
market to bring people into the Island, and of sew key factor, and one that | know
you, Mike, have got some involvement in, is haveugtable events and so on, in the
Island that can help attract people to come hée,Battle of Flowers, Air Display,
and various other events that we activate. Alt teaongoing and there is quite a
significant amount of our budget that is already ipto tourism. You asked right at
the beginning whether we had enough money. htexesting to note but | think it is

about ... is it 39 per cent, Mike, of our budget?

Mr. M. King:

Yes.

Senator A.J.H. Maclean:
Goes towards tourism. So a significant amount, shgle largest amount or

percentage of our budget goes towards supportumista already.

Deputy M.R. Higgins:
Moving on then to the P.P.P. Can you explain anwinere we are at, at the moment,

and where you see us going?



Senator A.J.H. Maclean:

A lot of work has been done with P.P.P., most irtgoaty it was absolutely essential
that the industry itself was supportive of the pegs that were put forward. The
idea behind the P.P.P. is that it will effectivedive far more involvement of the

industry and involvement in the destiny and oppatiuto leverage the marketing of

the Island if the industry are involved in it, atitht was the purpose of getting a
public-private partnership. It is a scheme thatkswery well already. It has already

rolled out with Jersey Finance and it was a simmadel put together for tourism.

Deputy S. Pitman:
As the J.H.A. (Jersey Hospitality Association) hdeen reluctant to commit to the

first year ...

Senator A.J.H. Maclean:

Have what, sorry?

Mr. M. King:

No, that is not actually true.

Deputy S. Pitman:

But this is what | read in the Business Plan. Ygaro, it is ... | cannot remember what

paper.

Mr. M. King:



This paper which has been sent ... | think it waist 40 the old Scrutiny Panel in

November prior to when it comes to the Ministeraswointly written with the J.H.A.

Deputy M.R. Higgins:
| saw Gerald Fletcher the other day ... about akvas® and | said: “You are not

joining in immediately?” and he says: “No.”

Mr. M. King:
The J.H.A. has a body who will continue to be aédrassociation that will sit outside

the P.P.P., that has never been in question.

Deputy M.R. Higgins:

So you have never seen them putting the main $padreel representing the industry?

Mr. M. King:

No, absolutely not.

Deputy M.R. Higgins:

Which body are you working through then?

Mr. M. King:

We are working with the J.H.A. on creating a préspublic partnership, which is
going to be based on a similar constitution or nledeconstitution to that of Jersey
Finance Limited, which is a purpose trust who &ee dltimate owners of a company

limited by guarantee. There will be an independawdird, an independent chair,



independent chief executive, and it will becomet will be a grant funded body of
the States, of Economic Development, but it is peaelent and it will gain its funding
from the States but also from the private sect®o.the J.H.A. as a trade association,
while we have been intimately involved in this &kl stage - in fact this draft is
fully signed off, fully approved by them, down thet last | and the last T being
crossed, | can assure - are fully supportive of #nd fully supportive of being an
independently constituted body. The idea in thegléerm is to get much closer
involvement between the public and the private gsct At the moment we have
public sector, Jersey Tourism, and the privateosetho, | think, readily give us their
comments about how good or bad they believe itSe.by creating a separate entity,
which has really a kind of different board congtdn but is there to deliver what it
says on the tin, which is to market and promotelgend, we believe we will get

much greater private sector leverage to complethenpublic sector funding.

Deputy M.R. Higgins:

Just pulling in on this; if you are not working tvia body other than the J.H.A. and
you are talking about creating a board, how do kow you have got the financial
commitment from the industry? Basically what isanmitment going to be? Is it

going to be 50/50 or what? How do you see thenpeship?

Mr. M. King:
At the moment it is built into the paper, and wesdodhis on precedent from other
similar bodies in the U.K. including, for instant¢be London Tourism Agency who

have been over here talking to us at length aliesit {The proposals up until the end



of year 5 is it will get to a 75/25; 75 per centbpc, 25 per cent private sector

contribution to the total budget of the organisatio

Deputy S. Pitman:

Do you still see that commitment now with the rei@s?

Mr. M. King:

From ...?

Deputy S. Pitman:

From the private sector?

Mr. M. King:

Actually 1 was thinking commitment from the privasector is even greater than it
was prior to that because they believe that bygnating the destination marketing
and the marketing of their individual elementstpthat is a much more effective way

of spending their money.

The Deputy of St. Mary:

There is something | have got 2 concerns with sooyithe way this conversation has
been going. One is the involvement of the smallayers and | have been involved
in tourism for years and | have always felt tha kad roles, when you get advisory
bodies or when you get the Tourism Development Famaow with this new P.P.P.,
it is driven by so-called big players or major mes. Now that is understandable, but

whether it is the right way to go is another maltecause the texture of the way the



Island is perceived by the visitor is dependenthensmall guys on the Island who are
delivering all these little services all over tHage, and | feel that systemically they
are under represented, so | would like your commoenthat. The other question is
about advertising marketing budgets across diftetenntries, and | feel that Europe
is under funded and that if you look at the trend$ would like you to elaborate on

the trends of where the marketing budget goes grayear, maybe we could have
data on that after the session or sent in terne®whtry by country, what happened to
the budgets for the last 5, 10 years because Fgastthat we have over emphasised

the U.K. - those 2 questions.

Senator A.J.H. Maclean:

| mean the U.K. clearly has been our major donorketaand that is where the
majority of our communication is, both air routasparticular, and sea routes. | think
you will have noticed over the years that there I@sn an ebb and a flow with, in
particular, air routes from Europe and the budgestdhanged according to that. But |
mean it is quite a substantial subject and morae tieppy to give you more details

historically, if you like ...

The Deputy of St. Mary:

Yes, | would.

Senator A.J.H. Maclean:

... which will track more closely those details.

Deputy M.R. Higgins:



On this issue of the route development and evargtblse, obviously the department

- was it last year or the year before - startedhgithe subsidies to the airlines.

Mr. M. King:
Last year, and that was to complement the substtieshad been provided to the
airlines by the airport in terms of aeronauticacdunts for some considerable time

prior to that, yes.

Deputy M.R. Higgins:
Of the airlines that you entered into the subsiggeaments with, how many have
dropped out since? For example we know bmi aradsétwing from the Heathrow

route, easylJet, what others?

Senator A.J.H. Maclean:

easyJet is still operating. They are still op@agthe Liverpool route.

Deputy M.R. Higgins:

To Luton?

Senator A.J.H. Maclean:

They are not operating Luton, no, but they are spierating Liverpool. It is a dual

route.

Deputy M.R. Higgins:



In terms of the money you are giving, | think | edkhis question at one of our earlier
briefings, what commitment do you have from thein?ther words, you are giving
them money, but how can you tie them in or are g them in to a particular
period of time or to a particular level of servimewhat? What is the criteria for the

subsidy?

Senator A.J.H. Maclean:

There is an economic model that we look at vergallp in terms of assessing the
route’s viability. There is no question of subsliBing given to a route. Historically
there has been no question of subsidy being giwemroute unless there is a sound
economic base. Now that, quite simply, workingotlgh the Economics Unit is
looking at deliverability. We are looking at additality. We are looking at numbers
and the economic value of each either leisure oristtr business visitor that a
particular route will deliver to the Island. If y@o back to bmi, just to touch on it
very quickly, I know that route is now or is abdatcease, what we were concerned
about there was additionality for the London maiket whole. We did not want to
see drift going from Gatwick and the other Londoarkets, and what we saw
delivered, which is what we had anticipated from modelling initially, was that we
would see the market grow as a whole, which we difj so it delivered more

passengers to the Island, each of whom has an e@oralue to the economy.

Deputy M.R. Higgins:
With the withdrawal of bmi, are you trying to reseot the Heathrow route with

someone else or is it a dead duck?



Senator A.J.H. Maclean:

| think, to be fair, if you look at the state ofthaviation industry, in particular, which
has been hit or impacted already by the globahfired crisis and also the makeup of
Heathrow where the cost of the slots are sometikegE15 million. For an airline to
get a return on those slots is quite difficult. eldhances are very unlikely in the short

term but we will continue to ...

Deputy M.R. Higgins:
Someone like B.A. (British Airways), for exampleha are losing £170 million,
would not want to use one of their slots to sendeesey during the next year to help

with their financial situation?

Senator A.J.H. Maclean:
The sort of money that we would be able to atteldotsupporting routes is not going

to be attractive to someone like British Airwaysnh afraid.

Mr. M. King:

Can | just say this? Two things | think are wamlentioning; one is that we do not
pay in advance, we pay in arrears. So if they oofly they do not get paid. We
enter into commitments but when we enter into tiheth parties believe that they are
sustainable and relatively long term. But | thiwkat has happened in the airline
industry, both from an energy cost perspectivefaemt a consolidation perspective is
that there have been material changes that haeetadf, particularly bmi, and that
challenge, the sustainability of ... their businessdel that they built their side of the

deal on has changed fundamentally and they came &md they said: “It is not ... our



view is from a commercial perspective under our r@mner Lufthansa, it is not
sustainable.” We said: “Fine, if that is the waygoes then the agreement has to
become null and void and no further payments ar@eniaSo we do not give them a
stack of money that is at risk. What we saw intHemv in the first year of operation,
was | think we saw 97,000 people coming through thteav, which is a very
significant number, greater than B.A. have flowrewhhey were flying the route, and
corresponded to no decline from Gatwick or anyhefather airports, so there was net
growth for that level of input. As the Ministeridathe economic modelling that we
did on that basis - and, by the way, 80 per centhokte people were inbound
originating, not outbound - the economic modellsuggested that the level of input
into that was outweighed by the economic benefih® Island. Not in expenditure
terms but in tax terms, we are very harsh on taatl we are very harsh on the

displacement effects as well.

Senator A.J.H. Maclean:

| think | should just come in, a matter of correatithere. As far as British Airways

were concerned, they were delivering far greatembyers of passengers on the
Heathrow route. The increase that Mike mentiortled,97,000, is additionality for

the London market as a whole. Just to make itlatedyp clear. We would not want

to ...

Deputy M.R. Higgins:
| think it was noted anyway but ... The other thino ... sorry, unless anyone has got

any other questions on air routes?



The Deputy of St. Mary:

| would just like to highlight again that Mike jusaid energy costs have an impact on
sustainability of routes and once again the impaeteof this debate about whether oil
costs will rise immediately the downturn is oveddherefore puts in peril all our air
links, and that poses the question of whether veailshnot be investing more in sea,
and also looking at the whole future of tourism dmolw it evolves and the
relationships with other destinations. We mighteha relative advantage because of

this. All that needs to be in the pot.

Deputy M.R. Higgins:

We are going to be addressing these in the futoyavay as a panel. Can you also
tell us; on the sea route, obviously in the Sttesother week you were talking about
Condor and we have a problem here that in fact awee lgot one operator on that
route and the costs have gone up. They have mgriacreased the cost of going to
France which is of great concern to people on shent. What are you going to do
about that? About Condor itself and the cost alvet to and from France for

Islanders?

Senator A.J.H. Maclean:

With regard to Condor there are obviously 2 sectibrsre is the southern route and
the northern route. Specifically on the southewaote we have had competition
recently, with H.D. Ferries last year and previgusineraude. We are looking most
likely as if we are going to be just with a singlgerator for this coming season. |
think it is unlikely that anybody else will come @a the route. We have asked

O.X.E.R.A. (Oxford Economic Research Associates)pwriginally did a report on



the sea routes as to whether or not there wasasiy for regulating prices, regulating
the service, and we are waiting for them to repadk on that, which we should have,
we believe, by the end of March. We will then maie informed decision as to
whether any form of regulation would be necessaAt the moment we control

access via ramp permits and there are variouscgeoliligations included within the
ramp permit regime. But we are reasonably satisiih the way in which the

service has been delivered to date. We are alsouesged by the new owners
Macquarie, who have recently purchased the Condsinbss, certainly they are
making some suggestions that they are going tmbldrg to improve the level and
guality of service that has been delivered to daté, | think that is only to the benefit

of the Island.

Deputy M.R. Higgins:

| am pleased you mentioned consultants becausd fdrgotten the question | was

going to ask earlier. The department, the Econobeeelopment Department is

using O.X.E.R.A. and probably other consultants; wau tell me how many projects

you have got on board at the moment, or the depattimas on board at the moment
where you are employing consultants and what togiics are, and what they are

costing, and when they are going to report back?

Senator A.J.H. Maclean:
0O.X.E.R.A. have a contract with the States as aleyhot in terms of the numbers of
projects underway at the moment, Mike, have you.gdt think we might need to

come back to you on that. Itis very little.



Mr. M. King:

| can count them on my fingers on one hand.

Deputy M.R. Higgins:
Certainly if you can submit to the panel any of thimrmation on that, if you could

provide the information because | know you are gane on the mortgage market.

Mr. M. King:

The Economic Adviser, the Economics Unit, have atrewt with O.X.E.R.A.
Economic Development make a contribution to thathe order of £80-85,000 per
annum and for that we have the ability to call dalve services of O.X.E.R.A. to
undertake studies undertaken by the Economics tiriat our request, which is, in
my experience, gives us tremendous value for manegstment. But we ask
O.X.E.R.A. because they have a very good workingwkedge of the Jersey
economy to look at various aspects of the mortgageket, is one; we looking at the

ferry services; we are looking at other aspects.

Deputy M.R. Higgins:

Depositor compensation as well? When is that ae®d

Mr. M. King:

We are very ... | think we are very sparing in ase of consultants. We use them, to
be frank with you, because it should not come assamprise that if we had to staff
up to undertake some of the more technical aspédte work that we do we would

have far more people on a recurring basis and utldvbe far more costly, and that is



a value judgement that we made. We are certaimiyawash with consultants and |

hope that we never are.

The Deputy of Grouville:
Could I quickly go back to tourism? You say in ydusiness Plan that there is a 10
point plan of which you have identified 2 key paintls this 10 point plan going to be

made public or ...

Mr. M. King:

It already has been published in thie.P. (Jersey Evening Post).

The Deputy of Grouville:

Well, | have not got a copy.

Mr. M. King:

What we did in response to the downturn that weesdao see after 15th September,
which is the day after Lehman Brothers collapsethen U.S. (United States) where
we saw an immediate effect on both business asdrkeitravel interestingly, was we

put in place a taskforce of industry members, smaatl large, and Jersey Tourism,
and came up with a 10 point action plan, and sofrieeooutput of that is starting to

see ... today, for instance, it was a very strarggsstion from people in the industry
on all sides of the businesses that we should noegdhe impact on the weakness of
the pound and the strength of the euro, so younel see an advertising campaign

that says Europe without the euro in it. But iedhe 10 point plan.



The Deputy of Grouville:

Could we be sent a copy of that?

Mr. M. King:

Yes, of course. Absolutely.

The Deputy of Grouville:

Now going on to agriculture.

Senator A.J.H. Maclean:

Could I just add that the ability to react, to soggourism, is important. At the time
of Haut de la Garenne, and when the advertisingtua®d off, we put an additional
amount of funding in to gear up the advertisingathat, so there are certain things
that happened that we have to be able to reaatdd think that will be particularly

relevant over the next 12 months.

The Deputy of Grouville:

So is there going to be a new 10 point plan?

Senator A.J.H. Maclean:

No, it is the same thing.

The Deputy of Grouville:

It is the same thing?



Senator A.J.H. Maclean:

Yes, absolutely.

The Deputy of Grouville:
Yes, | was going to go on to agriculture, the r@e@bnomy. Is the rural strategy due

for an update at the end of the year?

Senator A.J.H. Maclean:

It is due for an update, yes.

The Deputy of Grouville:

Is there any consideration ... the industry, isifocused on it, it is quite encouraging
at the moment, post the import of semen debatesame diversification. Is there any
other forms of ... | guess we have got the ...gh®huge mention made in here of the
dairy industry and Jersey Royal, but not an awdtielse. | envisage other industries
emerging within the rural sector; is there any forofi encouragement or

diversification that you know of, sort of, equestribloodstock, that sort of thing?

Senator A.J.H. Maclean:

It would probably be swept up, a lot of that, unther rural initiative scheme which is
there to give farmers the opportunity to diversifio other areas, and there is quite a
sum of ... is it £600,000 or so that is allocatedthiie diversification of the rural

economy, as part of that initiative.

The Deputy of Grouville:



Are there any initiatives or thought as to settupgsomething like you have Jersey
Finance Limited for the finance industry, you haWeP.P. for tourism, is there

anything ... any thought been given to setting ¢bimg up like that for the rural?

Mr. M. King:

| think we have done it.

Mr. A. Sugden:

| think the nearest parallel is Jersey Productionnf®tion Limited which is a
company that was set up under a special trustyleat. At the moment it has
subsumed Genuine Jersey. It also now has an eapuras well. So it has 2 main
strands now to it. It is helping businesses frathlihe product and service sector in
Jersey to sell products locally on Island througbn@ne Jersey, through Jersey
Export, and are helping companies go off the Islamd promote themselves. So, for
example, through Jersey Enterprise and J.P.P.hseyeProduction Promotion

Limited) we are taking 7 companies to the Real Héaid in London in March.

The Deputy of Grouville:

Does it include the big players or just the smabks?

Mr. A. Sugden:

No, it is small and medium sized players. Theeesmme very good local companies
like Jersey Oyster Company, for example. We atevauking with the dairy, we are
working with ... Jersey Royals are also involvale are working with some of the

sea fish retailers. So it is a mixture of companidhere is no exclusion from the



companies, so rural companies, sea fisheries caegaan get involved, and there is

support there for them.

The Deputy of Grouville:

So this is set up under a trust at the moment?is i

Mr. A. Sugden:

Yes.

The Deputy of Grouville:

Is there any way we can see the trust deed, orthomgdike that? See how it works?

Mr. M. King:

There is a board.

Mr. A. Sugden:
Yes, | mean it has its own board. It has its owncsure and is grant funded from

E.D.D.

Mr. M. King:

You may not be aware but there has been work bermgy @n for some considerable

time to move Genuine Jersey on to a much more pr@mhifooting, and that has been
done under the auspices of ... with the full corapen under the auspices of Jersey
Product Promotions Limited, of which Genuine Jeriseq part. Now, the board of

J.P.P.L., | think Andrew sits on it and | cannomamber who the other board



members are, but one of the bodies that we woutdweage you to meet with. We
fund that to a great extent and | am very, verpagdel that we have done because |
think Genuine Jersey and local products have gobhgch more mileage than we get
out of them. This is a vehicle to try and maké thegppen. So there has been a lot of
work going on on that basis. The fact that it ust, it is just set up because it is
independent of the Government, but we fund it gsigmificantly on an annual basis.
We have got John Garton who is the chief execwtite sits in the Jersey Enterprise
Office. We provided them with office space sasit.i and it is very closely integrated
with the activities of the rural initiative strate¢eam and the board of that, which is

the evaluation board, which again Andrew sits on.

The Deputy of St. Mary:
Can we have the paperwork for this board, juststingcture and who is on it? The
other question was the uptake of the rural init@8cheme. You say there is a budget

of £600,000, what is the update?

Senator A.J.H. Maclean:
| have not got the exact figure but we will certpicome back and give you the

details on that.

Mr. M. King:

It is oversubscribed.

Mr. A. Sugden:

It is oversubscribed, certainly for this year.



The Deputy of St. Mary:
Maybe a bit of information on where that goes andom, because | have got the

G.D.F. (Global Development Finance) report but hdo have a report for that one.

Deputy M.R. Higgins:

| would like to quickly move on to ... sorry, dowybave a question?

Deputy S. Pitman:

| can wait.

Deputy M.R. Higgins:

| am just going to come on to the Skills Executavel the training.

Deputy J.M. Macon:

In your Business Plan you state that you would lckéave a broad skills base in the
Island meeting business needs; very commendableat Wivould like to ask is what
is Economic Development, as part of the Skills Ekxie, doing regarding

apprenticeships in the economic downturn.

Senator A.J.H. Maclean:

| think you have picked on something that is exenimportant, going back to what
we were discussing earlier on with the stimuluskpges and what have you, and
bearing in mind Shona’s earlier comment about étailrsector and elsewhere in the

economy there are going to be redundancies, teare guestion of doubt about that.



There is absolutely a vital role for the Skills Engve to play in ensuring that people
who lose their jobs can be reskilled and moved ath@r areas of the economy. The
Skills Executive has got a very important role taypin that the Skills board ... and
that is something that is developing together Vi@thucation, Sport and Culture and
Social Security, and Careers Jersey, of coursaow located in a much more
accessible location as part of the Social Sectiiding, and all those activities are

developing.

Mr. A. Sugden:

| am personally involved in Skills Jersey. As pafrthe economic stimulus plan there
is one strand of activity which is to do with skiland training, and that is about
getting people back into work, reskilling peopledaproviding opportunities for
younger people. As part of that activity appresdlups is very much on the agenda.
We are looking at fast track apprenticeships. &cwample, we have a lot utility
companies on the Island and there are people whooaning towards the end of their
working life. The profile tends to be 50 plus.think one of the strands of activity
could well be to look at that and deal with whaaistructural problem in a very early
way, so people coming out of ... for example, aistauction who might have a trade,
can they be trained up to work for the utility caanges or T.T.S. (Transport and
Technical Services) who can then replace thesel@eadpo are due to retire within
the next 10 years. In addition, within the Skiisrsey paper there are things like
graduate internships; so will companies take grieduthat are coming back to the
Island because they cannot get work in the U.K.2keTthem, give them some
experience for, say, 6 months and provide them waithopportunity to develop a

career on the Island.



Deputy M.R. Higgins:

What about the under 25s?

Mr. A. Sugden:

The under 25s, we are looking at a youth trainiclgesne which will provide them
with access to elements of training in areas likst@mer service, I.T. (information
technology), numeracy and literacy, although theaenger people are still struggling
with the core elements of the education, and pethat through Highlands as well as
through the private sector, through different sexctd the economy where they can be

doing a trainee placement while at the same tirmenieg some of these new skills.

Deputy S. Pitman:
Does that include the finance industry, becausekmeav that a lot of migration is
coming in to support the finance industry becauseds not have the specialist

knowledge? Is that going to be addressed througlskills Executive?

Mr. A. Sugden:
Yes, | think so. Yes. | mean, the whole concdpghe Skills Executive is to meet the

demands of the various different industries angkuip locally.

Deputy S. Pitman:

Construction industries?

Mr. A. Sugden:



Construction industry, yes, again through the sumpackage. We talked earlier on
about maintenance and capital projects. One oftlihmeys you can do if you are
bringing projects forward is say to the compani®&u can have this contract but
you have to employ as near as possible local companith local people and give

opportunities for people to train and get new skill

Deputy M.R. Higgins:

The one thing | would like to be clear on as weith the Skills Executive obviously
there are 3 agencies involved in it, who has tlae?e In other words, if we are
addressing, we are obviously fact finding at themant, will it be this department or

will it be Education or will it be Social Security?

Senator A.J.H. Maclean:
All 3 departments are involved, as you say, witke tBkills Executive and the
chairmanship revolves around each department, svery much a collaborative

approach.

Deputy M.R. Higgins:
Who is the current chairman? So if we are makpmgr@aches or we want additional

information or to have someone answer in the Statks is it we are addressing?

Senator A.J.H. Maclean:
The first chairman was my predecessor, the Econ@eielopment Minister. The

current chairman is the Social Security Minister.



Deputy M.R. Higgins:

Okay, thank you. One other thing | want to addeggbe moment is the 1(1)(k)s, and
obviously you have an officer in the department wdgoing out attracting 1(1)(k)s;

can you tell us about how successful he has bednvhat benefits they are giving to

the Island?

Mr. M. King:
Nigel Philpott; I think of everybody who works inED. it is the greater return on
investment if you compare salary to input. | think2008, | have not seen the final

figure yet, but certainly 6 new ...

Mr. K. Lemasney:

Twelve.

Mr. M. King:

Six the last time | picked up ... 12 now. We cat gu some figures because not
only does that translate into a minimum of tax abation of £100,000 but also each
of those individuals purchases a house or housd#seinsland which translates into
very significant amounts of stamp duty. Nigel'sdgat in total, | think, is about

£120,000 ...

Mr. A. Sugden:

£125,000.

Mr. M. King:



....and the return on that investment on an anhasis is extremely good. It is a
market where Jersey still has a very significantaathge. Jersey is an aspirational
location for people who come in with 1(1)(k)s. \8&t the barrier very high compared
to other jurisdictions, for instance, Guernsey haseffective barrier, and we expect
people to meet those criteria, and it has to bd gais much more difficult for
individuals to meet that criteria with the curréewel of interest rates, for instance.
So, | think the people that come into the Islandrdike a significant tax contribution.
What we are seeing increasingly is that they makeoraribution in the broader
economic landscape as well, by getting involved iamdsting in local businesses and
creating additional unemployment ... soficpughter], additional employment, sorry.
A good example, | think, is for instance Gary Whippose involvement in Newtel,
drawing on his extensive experience in the U.Ktaiely added value with Peter

Funk and the rest of the team on the operatiohaifdcompany.

Deputy M.R. Higgins:

In terms of the ongoing monitoring of these peopdejt down to the Treasury
Minister? So, in other words, you stated for exkntipe first £1 million of non Jersey
income tax at 20 per cent, next £500,000 at 10cpet and then we go to £1.5
million, 1 per cent. Who is monitoring that makirsyire that they are still

contributing?

Mr. M. King:
They are monitored by the Comptroller of Income ,Tako is obviously part of the

Treasury.



Deputy M.R. Higgins:
Almost coming to the end of this. Are there anlyentquestions that any of the panel

members would like to ask?

Deputy S. Pitman:
Yes. Is the department or Minister aware of tHeatfof G.S.T. (Goods and Services

Tax) on the economy, and if not will you be reviewbor studying this?

Senator A.J.H. Maclean:
As far as R.P.l. (retail price index) was concerrtbd effect was about 1.9 per cent.
That was the initial effect which feeds out, agdig,June of this year. Outside of

that, no particular effect that can be commented on

Deputy S. Pitman:

Do you intend to review this?

Senator A.J.H. Maclean:

If there is a need to review it; at this stage piai not.

Deputy S. Pitman:
| do ask that because there are several High Sthegts who have closed down and |
am aware that part of one reason for that is becatithe effects on G.S.T. and they

cannot cope with the cost.

Senator A.J.H. Maclean:



| think it is interesting, | have noted the comnsetitat have been made in the media.
We are not convinced that the reason that busisedese down is necessarily as a
direct response to G.S.T. | think there are prbbabme more fundamental reasons
that perhaps have caused that. But, certainlynatigough Jersey Enterprise and
ongoing liaison with small businesses that is @adhat we will continue to monitor

rather than review ...

Deputy S. Pitman:

Are you speaking to these businesses about G.S.T.?

Senator A.J.H. Maclean:
More than 1,500 businesses have been dealt wifletsgy Enterprise already. G.S.T.
handling of any regulatory or increased regulatargden is dealt with and monitored.

So it is an ongoing process as opposed to callsyeaific review over the matter.

Deputy S. Pitman:

What has been the results of that monitoring?

Senator A.J.H. Maclean:
Andrew, is there any particular issues that hawnlraised on a wide ranging basis

on G.S.T.?

Mr. A. Sugden:
Certainly among the companies that Jersey Enter@ie dealing with on a daily

basis it is not a high profile comment.



Deputy S. Pitman:

So, how many businesses have said that it hasdremssue?

Mr. A. Sugden:
| cannot give you an exact figure. | can go baolt we can interrogate the database.
But | would imagine it is a relatively small numbel can find that information for

you.

Deputy J.M. Macon:
Can you tell us what, if any, changes you thinkusthdbe made to the Regulations of

Undertaking and Development law?

Senator A.J.H. Maclean:

| mean, the way in which the Regulations of Undeng Law is applied changes
dependent upon the economy and other circumstanctsnk it is probably fair to
say that in the current climate we will be lookiperhaps with slightly more rigour at
any applications that come in to ensure that ajpoofunities are exhausted for
utilisation of local labour first and foremost. &ths going to be the priority certainly
for the next 12 months. We are going to requirelaust case from businesses who

wish to expand the expertise they require is natlable locally.

The Deputy of Grouville:

Who decides when changes are going to be made tegulations?



Senator A.J.H. Maclean:

As far as Regulations of Undertakings is concer@ahstable Norman is sitting on it
from the Economic Development perspective, butehera group which oversees it,
M.A.G. (Migration Advisory Group), and if there weigoing to be any particular
changes to the way in which applications are datexdithen it would be fed through

that group.

The Deputy of Grouville:
So primarily the changes are made to the Regukti@sed on economic matters of

the day?

Senator A.J.H. Maclean:

It is more a question of determination. The lawhiere and it is very clear, but | think
there is more emphasis now over the next 12 moothgnsuring that companies
present particularly robust cases. If they wardgrtgploy non-locally qualified people

there has to be a very clear reason for anyone that; expertise not available or so

on. More so, it is relevant now than it was peghayer the last 3 years.

The Deputy of Grouville:

What sort of regulations are in place for peopl ttome in on contract?

Senator A.J.H. Maclean:

In what respect?

The Deputy of Grouville:



If the bank wants to employ somebody for 3 mongay, on a contract.

Senator A.J.H. Maclean:
Any particular business would agree, it is headtamal within that it would have to
operate. If it wanted to change it would have takenan application and put a

business case forward.

Deputy M.R. Higgins:

We will come on to Jersey Finance then. Jersegrféi@, as a body, is substantially
funded by the department. Can you tell us whatctiveent, sort of, relationship ...

what percentage is being paid for by the Statesvdrat percentage by the industry,

and whether you think that is appropriate?

Senator A.J.H. Maclean:

If you are referring to our budget for 2009, i£ik.8 million.

Deputy M.R. Higgins:

They are contributing how much the industry?

Mr. M. de Forest-Brown:

About £500,000.

Deputy M.R. Higgins:
So there is quite a significant mismatch betweenzhand one would have thought

that it was in their own vested interest to seselelas a thriving centre of business



coming to their businesses. | am just wondering there is not, sort of, parity or at

least a substantial further contribution by theustdy?

Mr. M. King:

Two things; one you have got 2 members of Jersegrfée Limited board here, in
myself and Martin, both of us sit on the board, Hrat is to ensure that the significant
public sector contribution that we make to the\aintis of the board is discharged in
the appropriate way, and it is. | think the impaoit thing is to look, as well as in
Jersey, let us look at the precedent elsewherethkr jurisdictions of the comparable
jurisdictions, the equivalent of Jersey Finance iteoh is entirely paid for by the
States with no private sector contribution. It ka$e said that the activity of Jersey
Finance is about promoting Jersey and it very moacmplements the corporate
advertising that the major financial institutiomsthe Island undertake on their own
behalf. But what Jersey Finance does is thatgtegates all that and promotes the
equalities of Jersey as a jurisdiction for invesimior any part of the financial
services sector. | think that considering we depbr cent of G.V.A. and well over
60 per cent of the direct tax take from the finahskervices sector, an investment of
£1.8 million is a pretty good return. It is in ’tacontrast to the 39 per cent of our
budget, for instance, that we contribute to therisom sector that generates a
significantly lower level of G.V.A. So the actiyithat Jersey Finance undertake with
the 2 of us on the board is primarily around malsnge that in our key markets and
key emerging markets Jersey has appropriate repetss, so we can drive the
maximum amount of investment into the institutigdhat exist in the Island, that
translates into tax take which translates in oulitplio fund public services. As |

said, by comparison to other jurisdictions who @itput 100 per cent State funding



into similar bodies or orders of magnitude moreding into the promotion of their
jurisdiction as a financial services centre, fastamce, the emerging jurisdictions of
the Middle East, such as Dubai, Qatar, and otlaard, | think we get a pretty good

return.

Deputy M.R. Higgins:
Just following on from that. Again, just so | canderstand this. Martin, you are
placed in the Chief Minister’s office, so you arat part of Economic Development,

are you?

Mr. M. de Forest-Brown:

No.

Deputy M.R. Higgins:

James Mews is not Economic Development?

Mr. M. de Forest-Brown:
His line report is to me within the Chief Ministerbut he is funded by Economic

Development.

Deputy M.R. Higgins:

Jersey Finance also have a technical team who 8eé® managing consultation on
many items to do with the local industry, and ebjudhe Financial Services
Commission is doing work for the finance industiy.seems strange to me that it is

so spread out as it is.



Mr. M. de Forest-Brown:

If you think about it, you have got 3 completelyfelient agendas. You have got the
Commission who approach it from a regulatory pear8pe, so they clearly need to
assess the law to make sure that it is consisténtregulation and the rate attached to
regulatory standards. We have the industry whdaoking at it to see that it is an
effective piece of legislation in terms of beindeato develop work and financially do
what it is meant to do, and then government ultetyats the holder of legislation
orders, the provider of recommendations on whdtwgslation is fit for purpose and
should be adopted by the States. So, the 3 diffegeoups have fundamentally
different jobs, and those come together to givima fecommendation to the Minister

on whether legislation should be proposed.

Deputy M.R. Higgins:

When it comes to, for example, Financial Servicegwation, if Jersey Finance is
managing the industry response, and are actingfdiera- and they are, | think, a
filter to what goes to the Financial Service Consmws - surely that is not a terribly

effective way of regulating that side of activity.

Mr. M. de Forest-Brown:

Sorry, can you rephrase the question?

Deputy M.R. Higgins:
| am just saying, for example, if the Financial Begs Commission produces

proposals on legislation to meet within its rerdd@rsey Finance has taken upon itself



to co-ordinate the industry consultation. Now vdaesr in the past information was
sent directly to the Financial Services Commisssonthey could look at all the
responses, at the present time information godsrey Finance who then summarise
it, or whatever it is they do, and then pass otr ttalective, sort of, view on to the
Commission. Do you consider that sort of filteridgsirable? Or should not the

Commission be getting it first hand?

Mr. M. de Forest-Brown:

| would not say it is filtering because they wiptcally put forward the views of the
different parties if there are fundamental disagrexets. | would say it as much
summarising, but they will, you know, they will part of that process have a debate
if there are differing views to see whether theseaiconsensus view. One of the
problems we had and one of the reasons we wer&waoirs responding to market
needs before was because we had such a dispapatsgrthat typically what would
happen is you would have a consultation, you wooddke some progress, and then at
the last minute somebody would say: “I was away thaek and | did not get my
chance to say something”, so in something comes. |&80 now we have a very clear
process which works extremely effectively, whichthat whether it is the J.F.S.C.
(Jersey Financial Services Commission) bringingvéod legislation, whether it is
government bringing forward legislation, we go t6.1. (Jersey Finance Limited) as
a single point of contact and say: “You do the woru do all the legwork, get
everybody’s views, co-ordinate those views, sumseathose views, see if you can
resolve any industry differences in view, and tlteme back.” So | think it is an

extremely efficient process.



Mr. M. King:

| think it is fair to say that | think the right wabto use is that they aggregate all of the
consultation, and | think the proof of the puddiegn the eating because if in that
aggregation process there were still any remaidiffgrences of opinion from one
company or another or one part, we would soonaéetr about it and we do not. |

think it is a very effective way of making the whalperation much more productive.

Mr. M. de Forest-Brown:

The J.F.L. process does not prevent somebody wdle &rongly about a particular
point making their submission to the governmertherCommission. Ultimately, the
Commission obviously does not make law, they caly @ut recommendations

through government for law, so they may set outtwhair requirements are but it
comes through my department before it is recomnuridethe Minister. In that

effect, everything comes through government ultetyato decide what is appropriate

for the jurisdiction.

The Deputy of Grouville:

What percentage of the industry subscribe or ppaie with Jersey Finance Limited?

Mr. M. de Forest-Brown:

It is extremely high. It is about 90 per cent omgthing like that. Everybody is ...

this is a voluntary membership but almost everybody ots of people have come to
visit us from other jurisdictions to find out kired how we do it because in most other
jurisdictions there is no cost to a member. Efety, they will say: “I will not pay.

You are going to market Jersey, why should | botfieing you money? You are



going to do it anyway.” Because of the qualitytleé people we have there and the
efforts that they have put in, we have this extlawrily high contribution rate from

members. They do get specific additional benefitterms of access to the J.F.L.
website which is not open to the public in termdexfhnical data and so on and so
forth, but at the margin most of them do it to l@etpf the community and support

Jersey Finance.

Deputy M.R. Higgins:
Jersey Finance is largely, as you said earlierpenptional body but equally it is, we
could argue, an industry body. Surely most okitgphasis should be external to the

Island rather than trying to influence what is gpon within the Island.

Mr. M. de Forest-Brown:

It is a joined-up process. What Jersey Finances d®ét goes to a jurisdiction and
says: “This is Jersey, this is why we think youuddause it.” What happens then is
the individual that they are marketing to or grafpndividuals will say: “Yes, we
like Jersey but we do not like this” or: “This daast work for us and that is why we
use some other jurisdiction.” They bring it baokthe technical department and say:
“You review it, see if there are issues there, ifeee can find ways of addressing
them” and then they will start a debate with goweent and the Commission on: “Is
there a way here that we are all comfortable witherg we can reposition the
jurisdiction and make ourselves more attractive3b it is part of a continuous
process. The technical bit is about delivering@ff’e marketing. But as well as
responding - and this is the difficult bit - theyllwdo a lot of comparative screening to

identify how we compare against other jurisdictiorf3o when their marketing team



go out and market, or indeed when industry is batd marketing, they can provide
them with details of how we compare on detailechgetechnical items on trusts or

foundations or companies law to market Jerseysibest possible light.

Deputy M.R. Higgins:

Accepting that, the Chairman of Jersey Finance looever the chief officer is has
commented on internal matters on the Island. ds part of his remit that he can talk
about anything to do with it that comes up, anyessthat come up generally within

the Island?

Mr. M. de Forest-Brown:
| do not know which specific comments you are mfgr to. His remit is to run
Jersey Finance as is agreed and set out by atloih&itutional documents. | am not

aware of any particular subjects that you are nefgito that might be ...

Deputy M.R. Higgins:

| will mention one because it is close to homamllooking at a proposal for a States-
funded bank and | was surprised to find the ChawrwiaJersey Finance or whoever
he is, Chief Executive, making comments on thaitstfef all, one, the proposition
has not been put to the States anyway, and Jeimsagde would be involved in the
discussions anyway, as would any other departntexttis responsible for it, and |

was surprised to see comments in a paper from tidtishing it.

Mr. M. de Forest-Brown:



My 2 observations on that are those atliieP. are rather difficult to shake off when
they want a quote out of you, so he will have baknost certainly contacted and
asked and he could have said: “No comment.” Howeyeen that this is about a
bank and that he represents the banking industdgiisey, | am not that surprised he

did make some form of comment.

Deputy M.R. Higgins:
| am surprised in the sense that we are paying #ill&n and the industry is paying
£400,000, that he is putting his view on what théustry thinks without having to

pay for it.

Mr. M. de Forest-Brown:

He would never put his view; invariably he will not to say invariably, he always,
whenever there is an issue, he will put his viewthe industry and ask for their
feedback. He will then voice what is the opinidnralustry, which is what his role
is. | know specifically areas where he fundaméyntdisagrees with industry and he

does not put his own view forward, he puts the gtigis view forward.

Deputy M.R. Higgins:

| accept that, | do not want to get into this peeddhing, just the principle of the fact
that you have someone from an industry body whooramenting on developments
within the Island which would be put to his bodyaay once it goes through the
normal sort of process of consultation before ggto the States, is commenting in

that way. So, | am just raising the fact that heusd not get too political.



Mr. M. de Forest-Brown:
He represents a trade body and, therefore ... wtnciains all of the banks within

Jersey. He will have had feedback from the bapksifically on the issue.

Deputy M.R. Higgins:

Again, they have not seen the proposals either.

Mr. M. de Forest-Brown:

But just generically ...

Senator A.J.H. Maclean:

We are perhaps getting too much into detail on this

Deputy M.R. Higgins:

We will leave that; that is just an aside. Otlnartthat, is there anything else that any
one of the panel members want to bring forward?nolf, | am going to ask the
Minister if there is anything that he would liketel us or inform us about that he has

not raised during the meeting that the panel isaw#

Senator A.J.H. Maclean:

Mr. Chairman, | would, first of all, like to thanjou for this initial meeting that we
have had. | think it has been, certainly from pamt of view, very useful to hear
some of the issues that you feel are importantybatwanted to raise. | would also
want to make the point that we are very keen tokviomth with you and your panel

over the coming 3 years and particularly in aredeere there is policy under



development. We would be very keen to engage yathfully in those sort of areas
to get your feedback and continue to, hopefullyeligp the relationship in a positive

way for the benefit of both sides.

Deputy M.R. Higgins:

| agree. In fact, we are looking for a very coustive approach to the relationship
with the department and also a relationship whénaowisly there is a free flow of
information so that we can address issues speaddyif there are issues that arise we
can address them early. Other than that, | thggirafrom our point of view | would
say it has been extremely useful. This is thé fisel meeting that we have had and
we were using this not so much to interrogate paldrly but to discover more what
the department does and areas for consideratitinasavhen we decide what we are
going to review we have a much better understanainghat is going on. So, thank

you very much for that and to your officers for aogitoday.

Deputy S. Pitman:

Before you go, can | ask ...?

Deputy M.R. Higgins:
We are going to move on to the second part anywaymoment, but yes, we will get
on to the specific one to do with the legislatioraimoment and we will invite James

in then.

Deputy S. Pitman:



Oh, right, okay. No, I just wanted to ... usualbur department appoint an officer of

contact with us.

Senator A.J.H. Maclean:

That will be Kevin Lemasney.

Mr. K. Lemasney:

We have a well-honed, well-tried operation.

Deputy M.R. Higgins:
| am just going to suggest that we finish this pafrtthis, a comfort break for 5
minutes or a few minutes anyway, people can geipeot tea and that, and then if we

have James in and then we will just quickly rurotigh the legislation.

Senator A.J.H. Maclean:

Yes, James and, Martin, are you going to stayifat? Yes.

Mr. M. de Forest-Brown:

| will stay for that, yes.

Deputy M.R. Higgins:

Yes, that is fine. We will just have a quick breakhank you very much.



