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REPORT

In October 2011 the Global Forum on TransparenclyExchange of Information for
Tax Purposes adopted a peer review report forylefée report stated that “Overall,
this review of Jersey identifies a legal and reguiaframework for the exchange of
information which generally functions effectivelyo tensure that the required
information will be available and accessible”.

There were 9 elements subject to review, of whieteée considered to be “in place”
and 3 were considered to be “in place, but cedajrects of the legal implementation
of the element need improvement”. One of the 3 thaselement referring to the
‘Availability of Information — Accounting Records’.

The assessors undertaking the review recognis¢é@dith@ompanies resident in Jersey
(being incorporated, or managed and controlleckisgyy), or which have a permanent
establishment in Jersey, are already required uth@deincome Tax Law to complete

and file a financial statement. They also recoghibat under the Trust Law, trustees
are required to keep accurate accounts and reobttisir trusteeship. However, they

considered there were insufficient express obligesti to produce the required

accounting records and that certain aspects detjs@ implementation of the element
needed improvement. Their recommendations were to —

« Introduce consistent obligations for all relevantitees and arrangements to
maintain reliable accounting records, including endng documents in line
with the Terms of Reference;

e Clarify binding requirements of LPs, SLPs, ILPssts and foundations, to
maintain reliable accounting records for at leastid@mum 5 year period.

In the Terms of Reference for the peer reviews\raht entities and arrangements” is
said to include: (i) a company, foundation, Anstaitd any similar structure,

(ii) a partnership or other body of persons, iitrust or any similar structure,

(iv) a collective investment fund or scheme, (W gmerson holding assets in a
fiduciary capacity, and (vi) any other entity oraargement deemed relevant in the
case of the specific jurisdiction assessed.

The Terms of Reference provide that jurisdictionooud ensure that reliable
accounting records are kept for all relevant esttitand arrangements and that those
accounting records should —

» (i) correctly explain all transactions, (ii) enalilee financial position of the
Entity or Arrangement to be determined with reabtemaccuracy at any
time, and (iii) allow financial statements to bepared,;
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» further include underlying documentation, such ragices, contracts, etc.
and should reflect details of (i) all sums of momnegeived and expended and
the matters in respect of which the receipt andepdjiure takes place;
(i) all sales and purchases and other transagtiand (iii) the assets and
liabilities of the relevant entity or arrangement;

* be kept for 5 years or more.

Similar recommendations to those included in theb&@l Forum peer review report for
Jersey were included in the Global Forum peer vevieport for Guernsey. The
Guernsey legislative response, which is mirroredhigse Regulations, has met the
requirements of the Global Forum and their deteatiom of “in place, but certain
aspects of the legal implementation of the elemm®d improvement” has been
upgraded to “in place”.

Before the end of this year, the Global Forum wijree the overall rating of the

jurisdictions that have been fully assessed. Aufailto meet the accounting records
standard in full through the making of these Retiuta may well lead to a lower

rating than that granted to other jurisdictionshwithom Jersey would wish to be
compared.

Financial and manpower implications

There are no financial or manpower implications foe States arising from the
adoption of these draft Regulations.
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Explanatory Note

These Regulations enact, for Jersey, minimum stdsdéor making and keeping
accounting records. These are international stasdset by the Global Forum on
Transparency and Exchange of Information for TaxpBses, with which all
jurisdictions are expected to comply. Although 8gis existing legislation imposes
similar requirements on certain entities such asgamies, it does not fully do so for
the full range of entities recognized by Jersey. ldlwese Regulations address that
disparity.

By virtue of Regulation 2, these Regulations apply to any person (whiclefsndd by
the Interpretation (Jersey) Law 1954 as includimy #&ody of persons whether
corporate or unincorporated) receiving or possegsaimy income or profits from a
business or from letting property, whether or matt tperson is obliged to make a tax
return to the Comptroller of Taxes, and whethenatrthat person is under any other
statutory duty or requirement to keep account&oonds.

A person subject to the application of these Rdigula must ensure that accounting
records are made in compliance with the requiresnert out inRegulation 3. By
Regulation 3(2), adequate accounting records shdgldsuch as to enable the
preparation of accounts, should show and explai fghrson’s transactions, and
should disclose the person’s financial positionhwiasonable accuracy at any time.
In addition, a person carrying on a business migst ensure that accounting records
contain the supporting documentation describedaimgraph (3) of that Regulation;
accounting records of all other persons must confa supporting documentation
described in paragraph (4).

Regulation 4 requires that accounting records must be kephéyperson for a period
of at least 6 years beginning with the end of ttlevant year of assessment (if the
person is taxable under the Income Tax (Jersey) 1961), or (in any other case)
beginning with the end of the calendar year in Wtitee records are made. “Year of
assessment”, like other expressions also useeitntome Tax (Jersey) Law 1961, is
to be understood in the same way as in that I[Regulation 1, which provides for the
interpretation of these Regulations).

Under Regulation 5, the Comptroller of Taxes may serve a notice oneesgn to
whom these Regulations apply, requiring accounteaprds or copies of them to be
furnished as the Comptroller may require, for theppse of ascertaining whether or
not there is compliance with these Regulations.

If accounting records are held outside JerBegulation 6 provides that a person must
ensure that control of the records is retainedthatithere are effective arrangements
in place for the return of the records to Jersegr@mecessary.

Regulation 7 imposes liability to criminal sanctions where aso& fraudulently or
negligently furnishes incorrect accounts or recdmishe Comptroller. In a case of
fraud, the penalty is 5 years’ imprisonment or reefiin a case of negligence, the
penalty is a fine of level 4 on the standard scale.

A person convicted of an offence of failing to cdynwith a requirement imposed by
Regulation 3, 4, 5 or 6 is liable to a fine of Ie¢eon the standard scale. Under the
Criminal Justice (Standard Scale of Fines) (Jerdeyy 1993, a fine of level 4 is
£5,000.
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Regulation 8 gives the Comptroller of Taxes power to imposeadditional penalty
where failure to keep accounting records in acawdawith these Regulations is
likely to prejudice the Comptroller in carrying aattatutory function.

Regulation 9 provides that penalties recovered under these |IRimus shall be paid
into the consolidated fundRegulation 10 provides for the citation of these
Regulations and for their commencement 7 days tfesrare made.
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Draft Taxation (Accounting Records) (Jersey) Retjutes 201- Arrangement
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Draft Taxation (Accounting Records) (Jersey) Retjutes 201- Regulation 1

DRAFT TAXATION (ACCOUNTING RECORDS)

Made

(JERSEY) REGULATIONS 201-

[date to be inserted]

Coming into force [date to be inserted]

THE STATES, in pursuance of Article 2(1) of the Taxation (lleypentation)
(Jersey) Law 2004and following the decision of the States, takerntlmnday
these Regulations are made, to adopt P.50/2013% hwade the following

Regulations —

1 Interpretation

(1)

(2)

®3)

In these Regulations, the “1961 Law” means Itimome Tax (Jersey)
Law 196%.

An expression used in these Regulations wiscalso used in the 1961
Law has the same meaning as in that Law, unlesswite indicated.

In these Regulations, reference to a recorldidas information recorded
in any form and, in relation to information recoddetherwise than in
legible form, reference to furnishing a record uuds reference to
furnishing a copy of the record in legible form.

2 Application

(1)

)

®3)

These Regulations apply to every person inipe@ possession of any
income or of any profits arising from the carryiog of a business or

from the letting of property.

It does not matter, for the purpose of the i@pfibn of these Regulations,
whether or not a person is required to make arsgteor other return to
the Comptroller in respect of liability to tax umdbe 1961 Law.

A requirement imposed by these Regulations| stpgdly in addition to,
and not in derogation from, any duty or requirenteriteep or deal with
accounts or records imposed by or under the 1964 tia any other

enactment.
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Regulation 3 Draft Taxation (Accounting Record€rééy) Regulations 201-

3 Adequacy of accounting records

(1) A person to whom these Regulations apply shake and keep adequate
accounting records in accordance with the provisiohthis Regulation
and Regulations 4 to 6.

(2) Accounting records are adequate if —
(@) they are such as to enable the preparatiocoafuats and —
()  to show and explain the person’s transactions,
(i) to disclose with reasonable accuracy, at amget the
financial position of the person at that time,
and
(b) they fulfil the requirements of either paradrdf) or
paragraph (4), as the case may be.
(3) Inthe case of a person carrying on a busirssgiunting records are not
adequate unless they contain —

(@) records of all amounts received and expendeithdypusiness and
the reasons for the receipt or expenditure;

(b) in the case of a business dealing in goodsyrdscof all sales and
purchases of goods made in the course of the assine

(c) records of all assets and liabilities of thesibass, including in
particular —

(i) all shares, interests or units held by the hess in any other
person or arrangement, and

(i) records of all stock in hand at the end of thear of
assessment and a statement of the basis on wieichadtk is
valued;

(d) all invoices, receipts, certificates, contract®uchers or other
supporting documents relating to records described
paragraphs (a) to (c); and

(e) in a case where there are no supporting doctsnierrelation to
any goods purchased by the business, the namedanelsa of the
supplier of the goods.

(4) In the case of any other person, accountingrdscare not adequate
unless they contain, in relation to the persont®ine —

(@) records of all amounts received, arising or@aog;

(b) the names and descriptions of the persons unces from which
the amounts so recorded were received, arose arestc

(c) records of all assets and liabilities of thaspa, including in
particular —

() all shares, interests or units held by the ger® any other
legal person or arrangement, and

(i)  records of all stock in hand at the end of thkevant year of
assessment and a statement of the basis on wihichatk is
valued;
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Draft Taxation (Accounting Records) (Jersey) Retjutes 201- Regulation 4

®)

(d) any other records which contain or may contaiformation
relevant to any liability to tax to which the pemsis or may be
subject or the amount of any such liability;

(e) all invoices, receipts, certificates, contractsuchers or other
supporting documents relating to records described
paragraphs (a), (c) and (d).

A person who, without reasonable excuse, falscomply with this
Regulation shall be guilty of an offence and liatdea fine of level 4 on
the standard scale.

4 Preservation of accounting records

(1)

)

Accounting records made by a person under Ré¢igul3 shall be kept by
the person for a period of at least 6 years begmmmediately after the
end of —

(@) the year of assessment in relation to whichtatement as to
income is required to be delivered under Part 4h@f1961 Law; or

(b)  where no such return is required to be deldetiee calendar year
in which the accounting record or document in goestvas
created.

A person who, without reasonable excuse, fads comply with
paragraph (1) shall be guilty of an offence anbléao a fine of level 4
on the standard scale.

5 Duty to produce accounting records

(1)

)

The Comptroller may by notice served on anysperto whom these
Regulations apply require the person to furnishsilbogh a date or within
such a period as may be specified in the notiogh sgcounting records
or part of those records as the Comptroller mayiredor the purpose of
ascertaining whether or not the requirements inghisgeRegulations 3, 4
and 6 are being fulfilled.

A person who, without reasonable excuse, faldurnish accounting
records in compliance with a notice served by tlmngtroller under
paragraph (1) shall be guilty of an offence anbléao a fine of level 4
on the standard scale.

6 Accounting records kept outside Jersey

(1) Where accounting records are kept outside yetBe person on whom
the requirement to keep those records is imposatiesisure —
(@) that the records remain within that person\wgroand control; and
(b) that effective arrangements are in place fdiveley of the records
to Jersey and —
() for the records to be furnished to the Compérolin
accordance with any notice served in relation &rthunder
Regulation 5, and
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Regulation 7 Draft Taxation (Accounting Record€rééy) Regulations 201-

(i)  for the records to be furnished, disclosedivéeed or in any
way provided to the Comptroller or any other person
accordance with any requirement to do so imposearby
under the 1961 Law or any other enactment.

(2) In this Regulation and in Regulation 7, “recrdncludes all such
supporting documents and information as descrilpe&egulation 3(3)
and (4).

(3) A person who, without reasonable excuse, falscomply with this
Regulation shall be guilty of an offence and liatdea fine of level 4 on
the standard scale.

7 Penalties for fraudulently or negligently furnishing false or incorrect
accounts, etc.

(1) If any person fraudulently or negligently fushes to the Comptroller any
incorrect accounts or records in purported compbarwith these
Regulations, the person shall be guilty of an aféen

(2) Where an offence under paragraph (1) —

(a) is committed negligently, the person shall iablé to a fine of
level 4 on the standard scale;

(b) is committed fraudulently, the person shall kiable to
imprisonment for a term of 5 years and to a fine.

(3) Where any accounts or records are made orshedi by a person neither
fraudulently nor negligently but it comes to thegqma’'s notice that they
are incorrect, the accounts or records shall kmedefor the purposes of
this Regulation as having been negligently madimished, unless the
error is remedied without unreasonable delay.

8 Penalty to be imposed by Comptroller

(1) If, in the opinion of the Comptroller —

(@) a person has failed to make and keep adeqoeteir@ing records
in accordance with these Regulations; and

(b) that failure may adversely affect the Compé&d performance of
a function under the 1961 Law or any other enactmen

the Comptroller may impose on the person a penadtly exceeding
£2,500.

(2) An appeal shall lie to the Commissioners agaanpenalty imposed by
the Comptroller under paragraph (1) and the promssiof Articles 27 to
36 of the 1961 Law shall apply accordingly in retps any such appeal
as if it were an appeal under that Law.

9 Penalties to belong to States’ revenues

All penalties recovered under these Regulationsll @ paid into the
consolidated fund.
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Draft Taxation (Accounting Records) (Jersey) Retjutes 201- Regulation 10

10 Citation and commencement

These Regulations may be cited as the Taxationdiming Records) (Jersey)
Regulations 201- and shall come into force 7 détgs they are made.
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Endnotes Draft Taxation (Accounting Records) (Jer&egulations 201-

! chapter 17.850
2 chapter 24.750
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