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Deputy G.P. Southern of St. Helier (Chairman):

Good morning and welcome, Minister. | know you tidang time out of the Council
of Ministers to come to this hearing. Before waristan we, for log notes purposes,
just introduce ourselves, each of us. We know wewk each other but just for

minuting purposes.

Connétable M.K. Jackson of St. Brelade:

Constable Mike Jackson, Economic Affairs Scrutiayél.

Deputy G.P. Southern:
| am the chairman of this panel, Deputy Geoff Seuth

Deputy J.A. Martin of St. Helier:
| am the third member present, Deputy Judy Martin.

Mr. M. De Forest-Brown:



Martin De Forest-Brown, Director of Internationah&nce, board member of J.F.L.

(Jersey Finance Limited) and accounting officerJér.L. Grant.

Senator P.F.C. Ozouf (The Minister for Economic Deglopment):

Philip Ozouf, Minister for Economic Development.

Mr. M. King:
Mike King, Chief Executive, Economic Development.

Deputy G.P. Southern:

As | say, welcome to this meeting; an unusual mgetinique in fact probably so far
in Scrutiny in that you have had time to read tbeds of our report. First of all |

have to say | apologise, | do recognise that wepdianise to invite you back on 17th
December when you first came to give us evidenicapologise for that oversight.

We did believe that we had enough evidence to isswereport. To finalise our

report we understand that you wish to give us fregidence of important changes
that you have instituted in J.F.L. that you thire @ignificant and, therefore, we

welcome you today to do that.

Senator P.F.C. Ozouf:

Thank you, Chairman. | do accept the apology. Hake found ourselves in a rather
extraordinary position | have to say because styu$, | think, trying to ... and been
set up by the States on the introduction of minstgovernment to hold Ministers to
account for their decisions. | am slightly surpdshat there are not any ... that you
do not have any Scrutiny Officers here becauselgldzere are ... whilst | am going
to want to explain to you some changes. Becausgi®¢ should be forward looking
as opposed to being entirely backward looking,eheme a number of issues in the
draft report which | cannot attend before you andegyou evidence without
effectively going through. | would just point dimiat ... | mean, considerable work on
our side at Economic Development with James Meves Martin has been done to
provide the panel with a lot of historical infornwat. Jersey Finance have themselves
spent a number of man weeks to provide informadiah the output that we have seen
in the report so far. Obviously we cannot seerdmmendations but | think it is

fairly clear about where the report is headingentan recommendations. Certainly



if a report is supposed to be linked between thei2 clear where some of those

recommendations are going.

Deputy G.P. Southern:

They usually are, Minister.

Senator P.F.C. Ozouf:
Right. Well, then | must say to you, Chairmant thiand the report in large measure

inaccurate, misleading and lacking in evidence.

Deputy G.P. Southern:
We are here to hear the evidence. Can we get thetevidence, please?

Senator P.F.C. Ozouf:
| am afraid it must be said that this is a veryidift position for us to find ourselves

in.

Deputy G.P. Southern:

Before you go any further, Minister, could | pomit that we are not here to debate
interpretations? We are here to hear your evidefoait changes you have made
which will or may significantly alter the conclusi® or whatever that we may come
to. At the moment | am hearing a political speabbut the value or not of scrutiny.

Can we get to the evidence?

Senator P.F.C. Ozouf:

Well, we need to get to the evidence and, Chairrpam,need to understand that there
is ... | have seen and you will have read this nmgridersey Finance’s comments
about the report and it must be clear, becausedlear to me, that there is a serious

problem with the draft report that has currentlgmésued. It must be ...

Deputy G.P. Southern:
Minister, if you do not mind. | have received imitmg this morning from J.F.L. their
comments. Those comments will be taken into camattbn. If we consider any of

them are valid, they will be incorporated into eeport. That is the normal way the



system works. | am not prepared to discuss that confidential at the moment. |
am interested to hear what you, as Minister forreooic Development, have done
which significantly changes the accountability grdctices of the J.F.L. which we
have overlooked.

Senator P.F.C. Ozouf:

We will come to that. However, | must express sa@macern about effectively what
the scrutiny draft report is covering here becaubgst ... and we are going to go on
to discuss some of the changes that we have miacke thie introduction of ministerial
government. We have some comments by Jersey nahich use phrases like:

“express disappointment,” “misleading statemerits degree of misrepresentation.”

Deputy G.P. Southern:

Minister ...

Senator P.F.C. Ozouf:

| am sorry, 1 do ...

Deputy G.P. Southern:
We have received that ...

Senator P.F.C. Ozouf:

“Not in public interest,” “lobbying,” “inaccurate,"an extrapolation of commentary
which is lacking in evidence,” a conclusion whidislzally says that they are deeply
disappointed at the level of misrepresentation arwlracies of the report. | mean,

this is an extraordinary position.

Deputy G.P. Southern:

Minister, you are not here to speak on behalf ofele Finance. You are here to
speak on behalf of yourself at this special meetioigvened, after you have seen the
report, in order that you can tell us exactly wy@ have done which is so significant
that some of our conclusions may have to be chang®d you kindly get on with

that and stop rubbishing and playing politics wvitte whole process?



Senator P.F.C. Ozouf:

| want your undertaking, Chairman, that you will barefully considering the
representations that have been given by J.F.L.reTisea further issue of, | think,
quite important principle that needs to be raigbdsf | need to understand. You are
holding a Minister to account for his or her (in mgse his) decision-making. You
are not, if | may say, holding J.F.L. to accounbwabeffectively their allocation of
resources and their value for money. That is thegf the P.A.C. (Public Accounts
Committee) and | am finding it quite difficult teeeoncile what is effectively a
scrutiny report which could very well ... many bétcomments made and many of the
recommendations, and indeed much of the evidenat yibu have asked for, is

trespassing into the P.A.C. position and it is ...

Deputy G.P. Southern:

Minister, if | may, if you will allow me, | accephat that is a grey area and always
has been with P.A.C. | work with it day in and dayt on scrutiny. There is an area
in which one might say there is an overlap betwe#nC.’s activities on any scrutiny
activity. However, | am concerned that scrutinyparticular looks at policy and
going forward and that is what | believe my repueis tried to do and not to over-
concentrate ... we can argue the toss until thes@mme home on the past, but to look
at what can be learned from the past and to taie @nd that is my emphasis.

Senator P.F.C. Ozouf:

Well, I am finding it very difficult to see from éhdraft report anything which is about
current and future and that is the very difficultsgiion. Again, this may well be a

very difficult issue but | am going to get this ussout on the table. You say,

Chairman, it is your report. | hope tis your p&eeport and | hope the panel has ...
| note that there is no executive officer here. e Tgfanel has not chosen on this
occasion to take expert advice in relation to isssie and | think | am entitled to ask
the questions. You have again tabled a questienwbek for next week’s States

sitting in relation to transferring of money froranse areas of activity, from Tourism

and Agriculture. The underlying tone of this isttleffectively we are somehow not

supporting non-financial services and we are giviraney ...

Deputy G.P. Southern:



Please do not put words into my mouth, Minister.

Senator P.F.C. Ozouf:
You are aligned, and publicly aligned, Chairmanthwarganisations such as the Tax

Justice Network and the...

Deputy G.P. Southern:
That is completely unjustifiable. | have neverme@emember of that and it is not the
issue before this panel. Minister, will you stoplificking and get on with the

evidence that you think is so significant about h@u have changed ...

Senator P.F.C. Ozouf:

This is a political scrutiny panel.

Deputy G.P. Southern:
No, this is an evidence-based scrutiny panel andaye not giving any yet.

Senator P.F.C. Ozouf:

Well, 1 would like to know where the evidence iswould like your explanation and
your assurance that you will be completing yourorepn an independent, impartial,
neutral evidence basis. The analysis of the reportar shows that it significantly
falls short of dealing with that. | would not bengsing with such strong comments
unless there was a serious issue. You yourse# bawud that this is the first and only
report that you have conducted in relation to fmahservices, the biggest area of
economic contribution. | think it is incumbent upgou to ensure that you are
coming forward with an evidence-based report whielm be reconciled with the
evidence that you have given, and which cannotcbased of being biased towards a
particular issue. | cannot see that from effetyithe report you have given and |
was further concerned by that by having a draforepnd not being able to give in
evidence ... | am not here on your invitationam here because | have said to you |
need to give you evidence. That is all very imaortbackground for you to
understand the extent to which there is a reakisgth where we stand today. Where
we stand today with the report, as is ... withltek of linkage between the evidence

that you have received and clearly some of the losions that we are arriving to,



because | think it is clear where this report iadieg. This report is heading with
recommendations of matched funding; it is goingntke recommendations in terms
of inappropriate lobbying (I do not know what thefidition of “lobbying” is);

together with a whole series of recommendationsivhiill draw, you can guarantee,
Chairman, a fairly vigorous response from myselfl &rom the industry partners

which we are working with.

Deputy G.P. Southern:
We are now quarter of an hour into the hearingave heard not one jot of evidence.
Will you kindly get on with evidence that you thik so significant that we need to

consider it?

Senator P.F.C. Ozouf:

Now, you have to ...

Deputy G.P. Southern:
Will you let me chair this meeting, because atrttenent you appear to be asking all

the questions and not us.

Senator P.F.C. Ozouf:

| am entitled to make submissions to a scrutinyepaihnich is going to be recorded in

evidence and which the public will make their ownnds up about and other

colleagues and the States will make up their mioisut where we find ourselves

today. | would respectfully suggest that you sdcag at least publishing (because it
is written evidence) the initial response that veeehmade. Perhaps not J.F.L.’s; |
understand why that certainly may be confidentialt certainly the report that we

have been given. | would ask you to publish thmments that we have given so far

because it is apposite and it is relevant in evaden

Deputy G.P. Southern:

At the moment what you are saying is we are dealiitg the after match, the after
publication. We have not published anything y@le will take all submissions into
consideration, very carefully. That is the assaeahcan give you. Did you want to

add something?



Deputy J.A. Martin:

As | say, we have now got 2 ... well, | have gae8ponses. | have got Economic
Development and Jersey Finance. You did ask atafnf you could come in and
give us some more evidence and | was looking y@syergoing through some old
papers, and we did, as the Chairman has alreadyagiee. We did interview Geoff
Cook and Martin De Forest-Brown in March and weutid that they had given us
enough evidence and they were accountable for treeynthat was supplied by your
department. The grey area you seem to think @nlin fact looking at Jersey
Finance, the granting of money; because it is nat ynoney, it is not my money; it is
public money that we have given out and to see wh@teturn is. You have also
made the statement today that you are concernedowet have a scrutiny officer.
This is because we convened this at your ... wee tsavutiny officers on holiday
because it is bank holiday weekend but | do noewstdnd the significance because
everything is taped and if there are changes .have already had your response and
now we could sit and argue about quite a few ofr yesponses. What we do not ...

Senator P.F.C. Ozouf:
Well, maybe we need to do so.

Deputy J.A. Martin:

No, no.

Deputy G.P. Southern:

No, we are not prepared to do that.

Deputy J.A. Martin:
Sorry, Mr. Chairman.

Senator P.F.C. Ozouf:
Why not?

Deputy G.P. Southern:

We want evidence from you.



Senator P.F.C. Ozouf:
But we want evidence based upon arguments and e toerespond to effectively
factual ...

Deputy J.A. Martin:
No, Philip. No, no.

Senator P.F.C. Ozouf:

The report is littered with factual inaccuracies.

Deputy J.A. Martin:

No, but then you want to rewrite the scrutiny pgsxeWe sent out a draft report you
have 36 comments on. Now, that would be fine afteand we totally agree, we
missed you out in March. Also, you must have kndhat your representatives on
the board were coming to us. Your representatvethe board did come to us and if
we had made an oversight it would have been helpfybu had asked us then. |
mean, it was an oversight on our part but you diovk they were being interviewed
and if you really thought you had something valeatd add, evidence-based, you
could have asked to come in and see us or askifeisvhy we were not ...

Senator P.F.C. Ozouf:
Deputy Martin, we agreed ... | mean, without wagtia reinvent history and go over
the ground that we have just been over, | am hecause | have asked you to hear

me and you have ...

Deputy J.A. Martin:
Yes, but you have not said anything and we hava heee for 20 minutes.

Senator P.F.C. Ozouf:

Well, I have said quite a lot about a very critisat of comments that have been made
upon a draft report, which | think is not the starttin which scrutiny in which to
operate. | have raised some very serious quesdbost how we got to a situation

where we have a report which is in draft form. Yaid not call a Minister to give



evidence. J.F.L. has given evidence and theylaaelg extraordinarily unhappy with
the report that has been submitted. To use wakds “inaccuracies”, “bias”,

“misrepresentation”, is extremely ...

Deputy G.P. Southern:

You are again repeating a confidential documentiviwve have received and which
we will take into consideration, Minister. Ministeyou are just getting your
retaliation in first. We have not published a doemt yet. You have had access
confidentially in order to give your responses bme tevel of accuracy, as happens
every time, and what you are doing is you are sgguessing. You are getting your
retaliation in first and now you are about to thyhelieve, to get us to debate your
responses (which does not happen in any othetisitaather than give evidence.

Senator P.F.C. Ozouf:
But you have given your report without listeningetadence.

Deputy G.P. Southern:

| hear you state that you have significantly chahtie way in which Jersey Finance
works under your leadership and that is not incwurent evidence or report. Would
you kindly, after 25 minutes, get on with the amhial information that you wish to
give us about how J.F.L. have significantly changéet you have done and how we

have overlooked it.

Mr. M. De Forest-Brown:

Can | just add something at this stage, just ipaese to comments made by Deputy
Martin? That is that | have never been formallyited to the panel. | attended on
numerous occasions, as you know, in support ofretiwvbo were invited to the panel
and those, in the main, related to extensive eaptor over what happened over the
past period, mostly pre-dating ministerial governimelhat was an extended exercise
and, as the Minister has mentioned, did take sggmt resources to respond to that. |
think if we went back there are grounds to supgbi$, but my understanding
throughout that process was always that that waseiew of history and that there
would be a future piece that would focus on whath&pening now (what is

happening under the ministerial government, whdtaigpening certainly under my

10



own jurisdiction, and what our plans were for theufe) because, on the face of it, it
seems to me that that is probably an area of péatiinterest and a productive area to
explore. But in terms of the comments that | hmagle in the past when attending
these panels, | have kept myself to the questibashave been asked by the panel,
relating solely to the past and to those issueausscmy expectation was that there
would be future invites that would relate to whae dhe plans now or what is

happening now and what are the plans for the fut@® my key points there are, just
for the record, | have never formally been inviged, whilst attending significantly,

it was always my expectation that there would beru meetings for us to debate

exactly what the plans are for J.F.L. now and gdamgard.

Deputy G.P. Southern:
You do not feel that the March meetings dealt whit?

Mr. M. De Forest-Brown:
No, | think the approaches in all the previous nmggst definitely had a focus on the

history and what happened there.

Deputy G.P. Southern:

| note your comments. Minister?

Senator P.F.C. Ozouf:

That is where the panel almost needs to ask ugisiogeneric questions but they need
to have focus questions, | would have thought,henaurrent and the future because
there has been a great deal of focus on this rgpotihe period from 2000 almost to
the end of committee government. There have be&mlly no questions from the
panel, on all of the transcripts | have read, ilatren to the issues now and that is
almost where the panel ... which is why | cast dalimut your ability to hold this
meeting today in a constructive way, with just tre simply generic question of:
“Well, what changes have you made?” Presumablyp#reel wishes to be informed
in a detailed way in what effectively has happers#dce the introduction of
ministerial government, because that is what ya laslding me to account for.
There are changes that have been made and indeateweing to probably explore

some quite significant changes that have happemdbei way that J.F.L. operates;

11



certainly the level of budget, certainly the acdability, the administrative
arrangements, the modalities of holding J.F.L. ¢cooant with business plans and

updates and all the rest of it.

Deputy G.P. Southern:
Minister, start where you like, tell me about wishainges have occurred in terms of

accountability under ministerial government.

Senator P.F.C. Ozouf:

Where do we start?

Deputy G.P. Southern:

Start where you like.

Senator P.F.C. Ozouf:
Shall we start, first of all, in relation to boazdmposition?

Deputy G.P. Southern:
Go ahead.

Senator P.F.C. Ozouf:

The board composition of Jersey Finance has beeawed and for the first time
since the introduction of ministerial governmengt ronly a politician has been
appointed to a member of the board but a senidcialf the senior official in
financial services, formerly John Harris. | notgther John Harris nor Phil Austen
have been called to evidence either but John Haassappointed. With John Harris’
appointment to the J.F.S.C. then Martin De ForestaB has been doing that; a clear
indication of a need for, | think, a tighter commuation between States and the
activities of J.F.L. | should point out I thinki# clear that the activities of J.F.L. have
changed quite dramatically and that is nothingaaitabout what J.F.L. did in the
past and the level of activities that was spentawamreness raising, so-called flag-
waving trips to the Middle East, et cetera. Markemnditions were different back in
2000 and beyond. There were certainly issues abheutsland’s reputation. There

were issues about the Island’s recognition, abagir@ness of Jersey in international

12



markets. We have now moved on, having help wiéhftbcal strategy, having been
through a number of international reviews, haviegrbcomplied with to a number of
international standards. Now, it is not surpristhgt there is a much more forensic
approach in dealing with the market activity, whideans that some of the activities

of J.F.L. of the past are no longer happening today

Mr. M. De Forest-Brown:

Can | just add a few things here? | arrived irs ghostat the beginning of 2007 and
took over from John Harris and Geoff Cook arrivéédm@und the same time. | think
an observation that both of us have had, coming toethis, is we were surprised at
the approach to promoting the Island. By whichdam we thought it was, in simple
terms, lightweight in terms of what a jurisdictioeeeds to do in the international
context where competition is growing from everyrmt We can look across every
economy of the world and everybody is interestefinancial services. It is a hugely
lucrative business. The U.K. (United Kingdom) arally encouraged all of its
overseas territories to get into international fice because it is a great way of small
jurisdictions generating tax revenues for the goreants. It is one of the few ways,
because it is not so labour intensive. So worléwisbu have got government
spokesmen trying to build up their financial seegic Everybody is trying to get a
greater slice of that pie. There is massive coitipetfor that pie in every way and
we can see across the whole range of jurisdictions they are increasing their spend
and how they are increasing their promotion. Soapeesentation was made on that
in the past scrutiny panel. So we arrived at deodrwhere we thought that the Island
was not doing enough in terms of promoting therfagindustry and so we set about

discussion with Mike King and the Minister ...

Deputy G.P. Southern:
By the Island, do you mean the government or dorgean ...

Mr. M. De Forest-Brown:

The Island in the round because | think it is aleutisland commitment and | think
part of what sets out successful jurisdictions lnere there is a total commitment. If
you go to the U.K. the success of London recendg been unadulterated U.K.

support for growing the finance industry. They éadone everything that they
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possibly can to try and generate that. If you gother jurisdictions ... if you take
somewhere like Singapore, you had an about-fadeahddzen years ago where they
suddenly decided they are going to do absolutedyyeling that they possibly can to
promote this in all walks of life, all elements gbvernment. Myself and the new
C.E.O. (Chief Executive Officer) of J.F.L. were pused that we seemed to be doing
that relatively on a very modest budget and unéenga fairly limited set of
activities; basically some high-level flag waving other jurisdictions. So we set
about a conversation with Mike, as head of Econddagelopment, and the Minister
to start a debate on that and that debate has dregoing for some period. In
response to that, from the start of those discussithhe concerns from Mike King and
the Minister were tabled. They were comfortablat tthere was reasonably good
corporate governance at Jersey Finance but if we \geing to start considering
raising our game, then we would need to improve lthael of corporate governance.
We would need to improve how much we are activeiyoived in their day-to-day
decisions and scrutinising each decision, we wtidde to bolster our involvement
and we would have to make sure that members wetegealue for money from

that spend and so there was broad support for that.

Deputy G.P. Southern:
When you say “we”, are you talking now as advisorthe government, the Minister

oras J.F.L.?

Mr. M. De Forest-Brown:
We as the jurisdiction are getting value for morfieym the money, which is the

people’s money.

Deputy G.P. Southern:
So you are talking about far greater involvementhef department in J.F.L. and its

activities and a reduction in the arms-lengtht agere, because it is a privately ...

Mr. M. De Forest-Brown:
Arms-length in the fact that we are kind of outsoug that role to J.F.L. but actively
involved to make sure that we are very comfortdbég that spend is both spend on

appropriate matters, which we have never had aetonwith, but also spent as
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effectively as possible. So part of the changesnade was a sort of almost root and
branch rethink of exactly how J.F.L. was operat&b this goes beyond corporate
governance. There was a whole range of aread thaked at very closely with the
executive team, the new executive team, and saiat tve getting value for money
from this?” We had a lot of feedback from memlbes the flag-waving event had
done the job, a useful job in the period, but tbguirement now from many of the
gatekeepers, the people we were trying to markefpemple who introduce the
business) was very much focused on the demandetdmical evidence; detailed,
product-based explanation and promotion. So afgignt part of the changes that
have been made was things like ... | mean, if we &major flag-raising event that
may have cost something like, 1 do not know, £46,00the past. Now we have
moved to a process where a team of 3 people wiletiake a detailed visit to Hong
Kong or India. We will go out on a Saturday, wdlwome back on the following
Sunday (so it involves weekends), we will have backack meetings throughout
that week (typically 20 to 30 meetings with gatedess), with 3 key executives
explaining exactly what Jersey is about and expigidetails about products that we
provide. The total cost of that will be around@®&) or £7,000, so as a result of that
we can do a substantial number of those inste#lteadne big flag-raising trip. All of
that is meant to be background to say that we needcognise that the world has
changed, that the demands on us to compete e#gctnave gone up significantly,
that J.F.L. is changing its model; but that is othlg base line. There is a great deal
more we need to do. Many of the other jurisdicti@ne undertaking other activities
which we are nptaking part in. Some of what we have done igee Lip resource to
allow us to do some of these things but thereaarctiemand for additional resource
that we need to continue to be as effective asilpless So it is not just about
corporate governance, although significant improsets have been made there. This
is about a holistic picture of how Jersey, as ssgliction, presents itself or competes
in a world economy where everybody, for obvioussoee, is trying to grab as big a
chunk as possible of the financial services maleeause it operates for the benefits

of the economy as a whole.

Deputy G.P. Southern:
You say that is just the base line and we needdrkwn different ways, yet more

different ways?
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Mr. M. De Forest-Brown:

Yes.

Deputy G.P. Southern:
Would you like to ...

Mr. M. De Forest-Brown:

| will take a pause. Mike, do you want to just awenething?

Mr. M. King:

There is something | wanted to add regarding trexifip question about what has
changed since the advent of ministerial governme@tilip and | arrived on the scene
roughly at the same time. The J.F.L. Grant isldihgest grant that is given by E.D.D.
(Economic Development Department). There is anligapon, | think, in the paper
that, through the partnership agreement, that gsamot compliant with financial
directions. Well, | can give you my absolute aasge that it is and indeed we have
had regular discussions with the J.F.L. board dedchief executive to ensure that
compliance and those communications are on rec@vtiat | would say is that the
level of scrutiny of the business plan, both oné atyear, and the marketing plan and
the changes to that, which Martin has just refetogds very, very significant and we
have seen great changes. Now, what J.F.L. sdaeindocument, quite rightly, is that
they have not come under any political pressuightmge. However, have we, either
in a political or at an officer level (I include s8if and Martin in that) asked some
pretty difficult questions that, in the processaobwering them, have ... the way that
J.F.L. operates (Martin has just given you an exejmpas evolved. Yes, that is
absolutely the case because we believe the ratidoeddind that is that we get a better
return for the £1 million of E.D.D. money, which @e-sixteenth of our budget
(interestingly fifteen-sixteenths being spent ore tfest of the economy which
generates something like 40 per cent of the dieext maybe 20 per cent of the
indirect but that is ... we did address that at ghevious meeting) but we do place
funding under a significant deal of scrutiny ands,ywe do expect change and, yes,
we do expect higher levels of productivity withiretJ.F.L. and improvements in their

performance and the leverage they get from thaketiag spend. So to think that we
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sit back, just get a piece of paper and sign orbttem line that this is okay and let
the J.F.L. board get on with it ...

Deputy G.P. Southern:
Nobody here suggested that.

Mr. M. King:

... because they are independent, we do not do thatthe other hand, and this is a
somewhat crude way of putting it, E.D.D. does nateha dog and bark itself. It
relies upon the expertise in J.F.L., closely sarséis, continually asks questions
either from the Minister, Martin and myself, to nealsure it's performance is
improving. | believe, as the accounting officer &l of that £16 million, that the
performance of J.F.L. has improved as a consequehitee different type and level

of interaction we have had since the advent of stenial government.

Senator P.F.C. Ozouf:

Just to underline that, | associate myself withadlkhe comments that Martin and
Mike have just made. The good news is there wasyinmary, an aligning of views
between Martin, Geoff Cook, Mike King and myselfrglation to the need to update
and refresh the activities and the model betweeseyd=inance and some of that is
evidenced in things like board changes, havingdatitianal member on the board. |
got notice last night of J.F.L.'s A.G.M. (Annual G&al Meeting) in a couple of
weeks’ time. There is going to be further resuiag of the board put forward to
members, which is going to be further tightening #irangements that are in J.F.L.
There is going to be an election for board membehéch is a healthy situation. By
the way, the members of J.F.L. also act as a vappitant scrutiny function to the
activities that are there. J.F.L. is unique in t@&annel Islands in getting
subscriptions from industry. Guernsey, we havekspoabout and | think it is
something that you are genuinely interested in kngwbout, is this interesting issue
of comparable of how we compare in our spend verghber places. It is very
difficult to get information about this becausesitquite difficult to identify but what
we do know is that we think that Guernsey is préypapending around £600,000.

Deputy G.P. Southern:

17



Yes, around £650,000.

Senator P.F.C. Ozouf:

£650,000. They are getting nothing from the induahd that is a source. There has
been some lobbying by some people, | think; nogonty, a minority of people that
think that members should not contribute. We Heeld the line very strongly. J.F.L.
has done an excellent job. Geoff Cook has donexaallent job in not only keeping
the existing level of subscription but getting manembers into J.F.L. and we think
that is good. We think it is healthy that indugtrpvides the kind of level of resource
that they are putting in. Guernsey does not brojurisdictions ... the Isle of Man,
we think it has about 10 people working in governmel do not know whether it is
quite a Q.A.N.G.O. (Quasi-Autonomous Non-Governrak@rganisation) or a P.P.P.
(Public Private Partnership) but we think there @peut 10 people working on the
financial services promotion. We think that Singigis spending very significant
amounts of money. Obviously you will know of thery, very significant amounts of
money that are being spent in Dubai to set up thigaDInternational Financial Centre
et cetera and that is the market in which we amapating. Also Switzerland;

Switzerland presents a real new competitive threarust and fiduciary business.

Deputy G.P. Southern:
| think you will already find that in the report.

Senator P.F.C. Ozouf:

Yes. So when you ask the question, Chairman, albbate we are going from here,
you can expect that, having now changed very diaait the activities of J.F.L.,
with no pressure but effectively there being adie{ of views of all the interested
parties about what we should be doing, we are tffdg creating the base line in
order to further extend the resources that ardabtaifor marketing the Island. The
panel should be in no doubt, and I can inform taeeb that even as we speak this
morning, we are putting final touches to a furthgection of resources into upping
the activities of J.F.L. in that very targeted walgich Martin described, in certainly
the areas of India, China and increasing some photivities in London itself. This
will be reinforced, we think, by the important ctusions of the London Business

School research which Members will have an oppdstui hearing.
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Deputy G.P. Southern:
Go on, Judy.

Deputy J.A. Martin:

Sorry, Philip, | just want to come in there. Ap&dm what you have just told me

about, | have 2 points which | want on the trangcgiou have told us about there will

be an election of board members and why you d&eep a dog and bark yourself. |
just have to go back to Martin’s original commerasd we have had a very intense
meeting, and everything | have heard from Martid gourself is in this transcript

about ...

Senator P.F.C. Ozouf:

But it is not in your report then, Deputy.

Deputy G.P. Southern:
We are debating the report before it is published.

Deputy J.A. Martin:

Excuse me, can | ...

Deputy G.P. Southern:
You want to get your retaliation in first. Pleatep it.

Senator P.F.C. Ozouf:
You have issued your draft report, you say you haeoeived evidence but clearly

your report is not evidence-based because it igheve. If you have already heard

the conclusions ...

Deputy G.P. Southern:
That is your opinion, Minister, not evidence-based.

Deputy J.A. Martin:
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Martin said he had no ... when he came in he hasrrizeen asked ... when we had
Geoff Cook, Richard Kirkby and Martin in, in Marabin the first page, and | am just
going to state this, and all the reading is theasibn now. We are not mind-readers
but this was March and if you are going to do sdmnetin May or June, that is fair
enough, we do not know that, but it says: “I woliteé start, if | may, with you, Geoff
[and this is from our chairman] and talk about tieems of reference and the
objectives you see for Jersey Finance now. Woaldlike to outline that for us and
see if we can explore it?” We have pages andall lyave said about getting in to
India and getting in to Singapore, it is all inéer was scanning it over the last few
days and it is all in here. We have written oyooré, and | still think it goes back ...
unless you can say that we are not trying to find ib Jersey Finance Limited is
spending the money that they are given in a pdatioway and promoting enough
return from it for the money that is given, it i political and | have not heard

anything new.

Senator P.F.C. Ozouf:

But this is a political process and you are effaad{i holding me accountable for the
political decisions of having made changes uponicadto the structure of Jersey
Finance in terms of its board composition, encomggbut with a willing partner,
Jersey Finance to change the way it operates mstexf its spend and its business
plan, and preparing the ground for a stronger, nioceised, more forensic, more
targeted J.F.L. of the future. Forgive me, Depbty, you will understand my further
concern when you explain that you have receivedesge of a change in approach
from the past to the present and the future and y&not in the draft report. | know
the draft report is confidential but it is fairsay that J.F.L. and ourselves have a great
deal of difficulty in reconciling what we believe be the current situation with J.F.L.
and the draft report. So if you need any encoumage to consider that evidence
again and to consider the remarks that Martin hadenand Mike has made about the
important changes that have been made to J.F.h. dheat; then we have achieved

something.

Deputy G.P. Southern:
We have received 2 submissions in the normal runthirigs, following the

confidential release of the report, and of couasescrutiny always does, it will take
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those submissions into consideration. If there fawual errors, they will be

corrected. That is the way scrutiny works.

Senator P.F.C. Ozouf:
| hope so but it has been difficult to see thatfrihe draft report, because you have

received evidence and it is not in there.

Deputy G.P. Southern:

That is your opinion again, Minister.

Senator P.F.C. Ozouf:

Anyway, if we can conclude this by saying that y@aye taken on board (and if we
needed to explain again, that is absolutely fitel, if we needed to explain the
changes that have been made since the introduationinisterial government in the

way that Jersey Finance is operating and has iémttibur belief in the value for

money (but this is a P.A.C. issue) in relation ¢avh].F.L. is spending then fine, then
we do not need to go on because | think the panaiare then of the important

changes that have been made.

Deputy G.P. Southern:
What is that? Go on, Judy?

Deputy J.A. Martin:
We are aware, Philip. When you say we have nal asg of the evidence, | totally
disagree. | mean we have kept the report quitmaybe we could go on and do

another ...

Senator P.F.C. Ozouf:

J.F.L. say they have been misrepresented.

Deputy G.P. Southern:
We could write a report that is 3 times longer lbdid not know how we would do.

Senator P.F.C. Ozouf:
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But it should be accurate.

Deputy J.A. Martin:

No, you are rewriting the protocols of scrutiny amel have allowed you in to give us
more evidence. | think we have got a lot more enae from March and what J.F.L.

are doing. Our terms of reference are to seeisfvalue for money and these are ...
you are saying evidence, these are new directibas 1.F.L. are going in. The

Treasury Minister says it himself, it is very haodmeasure whether it is making a

bigger return.

Senator P.F.C. Ozouf:
Again, he was being asked to comment on the paksit @ my job to put in place the

appropriate decision ...

Deputy J.A. Martin:

No, we were asking him a question of ...

Deputy G.P. Southern:
... about marketing.

Senator P.F.C. Ozouf:

Again, we have made changes about measurements.

Deputy J.A. Martin:

My next question to you is where we started onLJ.Being separate ... you know,
why J.F.L. started, because it was a recommendadiiah regulator and promoter
should be completely separate. | am getting everersoncerned listening to you
today. You, as Minister for Economic Developmehink it is great to get even
further involved to something that ... well, yow aaying, Philip, that you want more

involvement in the board and you are the Minister.

Senator P.F.C. Ozouf:

Sorry, hold on a minute. Sorry, there is a fundatalemisunderstanding there.
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Deputy J.A. Martin:

| am sorry if | have misunderstood.

Senator P.F.C. Ozouf:
J.F.L. is not the regulator. J.F.L. is the promote

Deputy J.A. Martin:
No, | know that.

Deputy G.P. Southern:
We know that.

Senator P.F.C. Ozouf:
Neither is E.D.D.

Deputy J.A. Martin:

There is no misunderstanding there. | know thagmwthey started out the report was
that they had to completely separate the functioinsegulator and promoter and
J.F.L. started off with a government grant andag lgrown and it is a different body, |
agree, to what it started out to be. But it i§l sih arms-length grant-aided from

Economic Development.

Senator P.F.C. Ozouf:
But must be held to account.

Mr. M. De Forest-Brown:

Sorry, just to be absolutely clear; there are 3igmhere: government, regulator and
Jersey Finance. The original request or suggestasithat the regulator should not
promote and that separation has happened and edsryb very happy with that.
That has been clearly separated. What we aresdisguhere is the extent to which
government is acquiring appropriate value-for-mongyocesses, corporate
governance over the promotional spend. All ofdlsgussion we have just had about
government getting more involved in J.F.L. is widakensible with good corporate

governance in terms of making sure we get valuenioney and nothing to do
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whatsoever with the separation of the regulatomftbF.L., which is established and

has concluded.

Deputy G.P. Southern:
But we are talking about the new direction that woe taking, which is, as you say,

far more technical.

Mr. M. De Forest-Brown:

Yes.

Deputy G.P. Southern:
Right. Now, can we move on to the technical agfect

Mr. M. De Forest-Brown:

Yes.

Deputy G.P. Southern:

The new technical aspects, and talk about whog®natbility is it to do that. Is that

the members of Jersey Finance, the member busgesss it the role of government
to do that and to get involved at that level and tachnical details and selling
technically what Jersey can do or what particu@anganies in Jersey can do within

that framework?

Mr. M. De Forest-Brown:

We very much outsource that technical role to J.Bdcause it is so complex that it
needs extensive expertise. The key point helfgaiskly outsourcing that role to J.F.L.
they have access to and manage to obtain substagéiaexpertise that is input to that
process. | mean, it is people on the front lineowdentify new opportunities, new

changes of business development; as it is in asynbss. In any business it is the
salesmen who go to a meeting and discover thatdheyot sell their product because

the buyer does not like it because it has the wridgets or it is the wrong colour.

Deputy G.P. Southern:

24



Or that the O.E.C.D. (Organisation for Economic @peration and Development)

does not like it.

Mr. M. De Forest-Brown:

Or somebody does not like it somewhere, in termshoke who are buying our
services and generating the revenue for the finamhestry and thereby the Island.
So for multiple reasons it is much more efficient @is to have the technical function
placed within J.F.L. because it has access toxperts, it has access to those experts
free of charge, it will be impossible for governrhémstart with that sort of expertise
in-house because (a) they would not want to wodgowernment, they tend to want to
work in the private sector, and (b) the breadth depth of the technical knowledge
you need would require very significant numbersboflies to have that sort of
expertise. | mean that is a challenge for jurisoins the world over. We all know
that industry and government will have debates abmatters in other jurisdictions.
An idea will be introduced and invariably there amencerns from those at the
frontline using it saying: “Well, it does not wovlery like that. You need to paint it
black rather than red if you want to sell this prod’ So Jersey, | think, has got a
very sensible model which is ... | mean, with sagdmall jurisdiction we cannot hope
to build all of that infrastructure internally with government and so, therefore,
outsources it and listens to what industry say®ims of what the needs are. Now,
ultimately government makes a decision on whetherave going to introduce that.
Legislation is placed by government and the rolengtelf in particular, and James
and the Minister and Mike, is to look at the pragdesthat come forward and say:
“Are those appropriate for the Island? Is this $oet of business we want to do? Is
there anything in this that makes us comfortableirmromfortable?” So ultimately
the final decision on that is at government levBut in terms of understanding what
colour the product needs to be and what are thenitesl details of the product, then
that fundamentally is informed by advice from thdustry.

Senator P.F.C. Ozouf:

Can 1 just reinforce that last point, which is thegislation is made by government,
either by ministerial order, subject to States Assly scrutiny, by legislation in the

Assembly, and then obviously scrutiny by you saistng financial services

legislation. Jersey Finance is just doing exaadyMartin says which is doing the
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research and development. The ultimate decisidhey do not make orders. They
do not make laws. We do. That is the check angnba in the control. The other
thing that | wish to just reinforce is the enormaeositribution that the industry makes
to Jersey Finance free of charge. They pay thdasaiptions but the amount ... | do
not know whether we have made any ... and we cpettaps quantify it, we could
ask J.F.L. The man hours of highly professionpuinthat goes in to that function,
that goes in to not only the marketing function the research and development is
absolutely enormous and | would venture to suggeasiany multiples of the value of
the cash subscriptions that they pay and J.F.L. are

Deputy G.P. Southern:
Absolutely, and that is recognised in our reporppreciated that, the word we use is

“appreciate”, so let us not ...

Mr. M. De Forest-Brown:
| think the report also says it is unclear that itkan the public interest, which seems

an odd comment.

Deputy G.P. Southern:
Can | take us on to that, because ...

Senator P.F.C. Ozouf:
| think Mike wants to have a point.

Mr. M. King:

Yes, | just want to make one point about the vdtwemoney of the grant and what
J.F.L. does for E.D.D. and for Jersey. | thinklsies 3 things. It is an organisation
which, because of its membership and because oivétyeit is effectively a private
sector organisation, has the ability to contribnt@ areas and that part of the market
development, which is what any sector in this ldlahould be striving to do: develop
its product and develop its market. It aggregatgsertise and it aggregates opinion
and it aggregates opportunities on which we agtivernment, as the legislature, and
indeed the regulator, which is the third part cdttldersey trinity or Jersey P.L.C.

(Public Limited Company) can work collectively. Wpyou talked earlier about
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marketing and the effect this has on marketing @@erd, you know, you really find
out about that if you work in the market but you sk® is that if you have got that
tremendous advantage, which we have got in thisdiation, of bringing those 3
elements together and you do not market the jutisdi as a destination and you do
not do that on the basis of people who have thigyato aggregate the expertise, the
opinion and the opportunities then you do not greerrself a chance of procuring
competitive advantage. That is the real abilityddf.L. Is it £1 million in today on
which you are going to see an immediate return? itN® not, because that is not the
nature of the marketing opportunity in competitoggerations like this. But you have
got to be in the market to be able to maximise yahility to secure market share and
we do believe that we are moving towards a muclatgreleverage between that
which we put in and that which we get back.

Senator P.F.C. Ozouf:

In the longer term, both growing existing busingssting new lines of business for

existing businesses in Jersey, but also welcomew Inusinesses to Jersey with the
geographical plates of the world changing to thst,e@hina and India, et cetera.

There is a debate to be had and there is an ititeyetebate with Jersey Finance that
we have had about their role in attracting newitess into the Island.

Deputy G.P. Southern:

New businesses.

Senator P.F.C. Ozouf:

Sorry, let me rephrase: new institutions and nesirtesses in the Island. So you can
expect that, for example, the additional resoutbas we will be putting in, in India
and China, will be very much based about welconmey institutions, low footprint
institutions, to Jersey. Jersey Finance, | thirds a very clear understanding about

what those multiple objectives are.
Deputy G.P. Southern:

So we are talking about introducing another fordignk, an Indian or Chinese bank,

into the Island?
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Senator P.F.C. Ozouf:

Absolutely. There is no doubt that we are, witlprapriate controls in place for
regulatory standards which we hold ourselves upeasg a very well, if not one of
the best, regulating jurisdictions in the world.

Mr. M. De Forest-Brown:

Just to be clear, we do not have any candidatess 9 ...

Deputy G.P. Southern:

If I use the word, attempting to attract.

Mr. M. De Forest-Brown:

Yes.

Mr. M. King:

From a strategic perspective, having a preseneenmarket, either direct or indirect,
will result in one of 2 things: either you increade deal flow into your existing

institutions or you attract more institutions ahdithe balance of that which are now

very aligned on.

Deputy G.P. Southern:

| absolutely accept that and | think we are vegaclon that. Could | take it down to
the agenda that is appropriate for the Ministericivithen talks about the balance
between diversification and growth. Now, when weravtalking only last week
about growth means diversification, in this weeaolnot believe that can be applied,

this sort of growth means growth.

Senator P.F.C. Ozouf:

Absolutely it can be applied. Let none of thesenewnts about increasing the
amount of resource and our much more forensic agprdao development of the
financial services industry with more resourcesrbany way suggesting that we are
suggesting that other sectors of the economy shumutlthe receiving attention. If you
wish to scrutinise us on Jersey enterprise anthalliversification agenda which we

discussed last week, then come and scrutinise ast dvat; because we are not only
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making Jersey Finance Grant work harder, we arangdke rest of E.D.D.’s money

work harder too and we are seeing results.

Mr. M. King:
Financial services is a very broad church withinolthwe continue to diversify, in

terms of unregulated funds ...

Deputy G.P. Southern:
| have long been aware that diversification canapplied to the finance industry

itself, as well as other ...

Mr. M. King:
Diversifying your product base, your market base wour institutional base, you are

diversifying the tax base which de-risks it, whistwhat we should be seeking to do.

Senator P.F.C. Ozouf:

The diversification in terms of geographic riskvesll; and as we are facing difficult
times in terms of the economic credit crunch, é¢ree so we are seeking to increase
our activity in the growing markets of the worltido not think anybody around this
table would be unaware of the importance of those markets which we have
discussed and the need for Jersey in order to dakkce of those markets in the
future. But the investment needs to be made naives need a J.F.L., which we
now have, which is fit for purpose in order to galaachieve those objectives. It

takes effort, it takes resource and it takes eiqeert

Deputy G.P. Southern:

If I could come back to the question | wanted tk, @about the technical areas. Okay,
there are, let us say, 300 ways of the financeosesaking more money and doing
different products. Some of those require ovetdighthe regulator and oversight by
the government in political terms because of theineaof offshore finance and the
relationship with the E.U. (European Union) and@&.C.D. So my question is, for

example we have got ...

Mr. M. De Forest-Brown:
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Government regulators have oversight of the finandastries across the world. It is

nothing to do with us.

Deputy G.P. Southern:

Yes.

Mr. M. De Forest-Brown:

Sorry, you said that the regulator and governmeetrio have oversight because of
the nature of the financial services business. fldancial services business is exactly
the same as you will find in any major financialvsee jurisdiction across the world

and all of those have government and regulatorsoyfet:

Deputy G.P. Southern:

Yes, | was not saying that we were in any way d#feé to anybody else. The

guestion is, | have seen whatever it is (is it @)omajor initiatives on finance law on

the ... waiting for law drafting. Where is the date, and where is the correct
balance, between this is in the interests of imlial companies in terms of their

profitability and the activity within J.F.L. of tls@ members companies promoting,
quite rightly, their own interests, and the intésesf the government in saying: “Ah,

ha, yes; you might be able to make money that waymat are the consequences?”
Can you talk to us about that balance because wherget into the technical ... you

are saying: “Technically we have access to the lgampo can do it and they have got
the technical expertise.” But there has to be tivatrsight and that is where there is

an issue.

Mr. M. De Forest-Brown:

It is an interesting question because in the way lgave phrased the question it
suggests that there is some degree of misundenstgrmkcause, | think | understood
you correctly, you suggested how do we identifysthproposals or the proposals or
changes that benefit an individual company. | avh quite sure | understand the
guestion because there are no examples that | aareas where there are proposals
on the table or anything in our legislative framekvahat support individual

companies. They are very, very broad brushed ...
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Deputy G.P. Southern:

Within Jersey Finance there are member compankstt of the remit of Jersey
Finance Limited is to promote the interests ofinidividual member companies and
part of that relationship is tapping into expertsel those experts are paid by their
companies to work for their companies. This isititerface between the political, the
economic and the companies. That is not blackvemte. | will use the example.
The example is one that we are all familiar witler@Ten. Zero/Ten has been
worked on and worked on. On a technical level weehhad hours of input from
Jersey Finance Limited and that has been the noaduit in saying: “If you want to
do this here and get that there, this is the wawiilt work. You can make it
workable.” However, it has still not technicallgdn accepted by the E.U. It is still
to go through that process. Now, the governmeaotidident that it will be but there
is still a question. That issue is multiplied az€eip times on a minor level with all

sorts of initiatives, surely?

Mr. M. De Forest-Brown:

| am not sure | agree. Let me just turn a secomtsay in the tourist industry ... the
guys that work with Mike in the tourist area worlkhwpeople in the tourist industry
to work on improving their product. They go antkt@ them and say: “What do we
need? What is it we need?” | am sorry, | am nategsure | understand the question.
We talk to the finance guys about what does thestrgt need to improve its product
range. Tourists: the Tourism Department work wailrism and individual hotels and
so on and say what do you need? The agriculturgd will sit with it and say: “What
do you need?” | mean, they have their guys inldti€ who are marketing potatoes,

for example.

Deputy G.P. Southern:

In the tourism sector the industry might univenrsalbme to you and say: “We need a
casino. We need legalised marijuana.” That woeddly kick-start the tourists. | do
not know. At some point someone in the governmngays: “Hang on. We might be
able to make loads of money from this in the idty®f the tax take, but should we
be doing this?”

Mr. M. De Forest-Brown:
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But that suggests that there are proposals oratie &t the moment that ...

Deputy G.P. Southern:
| am not saying that. | am using an analogy, areexe, please. Do not try and put

words in my mouth.

Mr. M. De Forest-Brown:
Sorry, can you just rephrase the question so traah Iclear exactly what you are

asking.

Deputy G.P. Southern:
| am talking about where in the process does gomenh come in when you are
operating at arms length with Jersey Finance, wimdts constitution acts in the best

interests of its members, and where is that chdehlrece?
Mr. M. De Forest-Brown:
Let us be clear, first of all. Jersey’s members @ot a small number of isolated

firms. They are pretty much the whole ...]

Deputy G.P. Southern:
No, | did not say that.

Mr. M. De Forest-Brown:
No, but just for clarity, they are virtually the wlle industry.

Deputy G.P. Southern:
Yes.

Mr. M. De Forest-Brown:

So, they are represented ...

Deputy G.P. Southern:

That is well-noted. They are well represented.
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Mr. M. De Forest-Brown:

So, generally when they are coming forward theyrepeesenting the interests of the
industry. | mean, they may be talking about sometim terms of trusts, so it might
be the trust sector, but broadly they are comingvdod with proposals that favour
industry. Now, ultimately the check that you askiag about will be applied at the
government level. If they came forward to me ars#ted: “Can we introduce

marijuana for the finance industry?” Then | woydbbably say: “No, | will not

support that.”

Deputy G.P. Southern:
Most people would.

Mr. M. De Forest-Brown:

Likewise, if they wanted to introduce a casino lukbprobably say no. Since | have
been here they have not ... | am not aware of aoguets or legislative changes that
they have come forward with that | have a majorceon. On the contrary, what |
discovered, having arrived here, is that there maeklog of absolutely desperately
needed legislation to bring Jersey into a positMdrere it can compete effectively
with other jurisdictions and the reason that thas been case is because resources
targeted at the finance area have been kept tdhsoiude minimum, so that we can
ensure that we can maintain as much money as podsib other sectors of the
economy. | think all that has happened is thathaee recently had a period of
success, we are rising on a rising tide, but tlaeeea number of clouds out there, a
number of challenges for us and we need to staukitlg smarter and having a much
more comprehensive approach because | think itgeilltougher. So, | think that is
the overall mindset and we are working closely wiiustry to say: “Well, where can

we compete? Where are the areas here?”

Deputy G.P. Southern:
There are 2 elements there. There is more eftisending, better targeted, and you

are saying you are doing that, and there is als@ mpending.

Mr. M. De Forest-Brown:

Yes.
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Senator P.F.C. Ozouf:
Absolutely.

Deputy G.P. Southern:

Now, the question on more spending is, who provities more spending? One of
the questions we try to address is, is that a gwwent job? Is it more spending by
government? Or, is it, heaven forbid, more spemdiy the industry? Where is the

correct balance?

Mr. M. De Forest-Brown:

Well, | agree. That is an interesting debate, ot is slightly surprising me about
the report is that there is not a single case aeryavlelse, from across the world,
where that additional spending is being requestedn findustry. That is my
fundamental concern. It seems that you have dtavith some historical debate,
which was never conclusive, that it might be a gateh to get going on a match-
funded basis, which makes absolute sense. Wheamwris coming to government
saying: “Hey, we have a really good idea. Can aeehsome money?” You would
say to them: “Well, if you think it is such a gowmtba let us put some money up first
yourself.” So, that seems like a fairly sensidkcp to start. What we face now is an
increasingly tough, competitive landscape and i of money that we need to
spend on competing and specifically, as Mike saidie¥, promoting Jersey as a
jurisdiction separately to the multinationals whe aut there promoting themselves
as a firm, who will be thinking about which juristion they put business in. So, we
need to make sure we promote Jersey in the roeadjres amounts of money that

hitherto we have basically been able to get awalyout spending.

Deputy G.P. Southern:

| do believe we have addressed that. It is tisisdf promoting Jersey. | mean ...

Mr. M. King:
If you look at attracting either new business ownastitutions there are 3 simple
guestions that they will ask about Jersey; wher&iswhy should | go there? What

am | going to get when | get there?
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Deputy G.P. Southern:
The basics.

Mr. M. King:

| think government’s position, the government’'setas to make sure that we can both
answer and fund the first 2. What then is complaea by Jersey Finance and its
members are, what are they going to get when tle¢yhgre? But that additional
funding, that additional government funding, is atlout promoting the jurisdiction
and that is the quality of the legislation and toenpetitive nature of the legislative
framework we have, the quality of the regulatorg dhe scale and quality of the
industry that is in the Island. Those 3 componenéke up the ability to promote
Jersey. Now, there is a collective responsibilityterms of funding an activity, from
government, private sector, and indeed the reguéetavell, to play a role in that and
particularly when we are going down the areas oV territories we are promoting
Jersey Plc, for want of an often-used word, antitha government function, not just
in Jersey, but it is a government function thahssumed by every small and large
jurisdiction and | came from a jurisdiction where wsed to spend significantly more,
both in total terms and in per capita terms, omdaxactly that, with the objective of
delivering economic output, which is what we dcthar.

Senator P.F.C. Ozouf:

There is another role that Jersey Finance haslatdg that we must bring forward
legislation which is required upon. If we take that for profit organisations law,

there is a requirement that one has to put in plageslation. It is absolutely

important that we have a body that we can go twrder to seek and to consult with to
get informed comment to raise the level of decisiaking when we are making
regulatory decisions too and J.F.L. ... not onlthexe a communication from J.F.L. to
us about new innovation, new legislation, of coutee decision being finally

ministerial, government and States, but there $® & requirement for us to ask
representative bodies for their views on particpli@ces of legislation and J.F.L., in
the way in which they are now organised, havingoiporated previously the

associations now together, provides a vital seriocdo that. J.F.L. in that regard is

no different from other organisations who we fund.
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Deputy G.P. Southern:
And is not criticised by us in that regard as ama@ism of communication.

Senator P.F.C. Ozouf:

| think there are some interesting comments alwhliyling which are pretty ...

Deputy G.P. Southern:

We can differ on the interpretation of the commghtg we are ... we do not agree.

Senator P.F.C. Ozouf:

| would encourage you to define what you mean kgbbling”, for example.
Because we do not understand what is in the regattcertainly Jersey Finance is
taking great exception to this particular issueadose, as Martin says, the final
decisions in relation to legislation, and thereraumerous checks which the panel can
think of. Any piece of legislation is made by ardéVe have been there. Not only
that; any new company to the Island is subjecetulatory approval by the J.F.S.C
(Jersey Finance Services Commission). It is stulgecegulatory approval by the
regulations of undertaking. It is required regoigtapproval to improve staff. There
are all sorts of checks and balances which arferther on down the piece, which

Jersey Finance are not involved in at all.

Deputy G.P. Southern:

If you like | will endeavour to explain, althoughis in the documentation, | believe.
The issue of lobbying is obviously a grey area anses from the J.F.L. subsuming
the role of J.F.ILA. (Jersey Finance Industry Asstian) some years back when one
of the clear objects of the J.F.I.A. was to lobbyits interest members. | mean, that
is fairly straightforwardly clear.

Senator P.F.C. Ozouf:
The Consumer Counsel gets significant resourcas fE@onomic Development in
order to lobby us on consumer interests. The ldd¢ernment spends resources in

putting in place effective lobbying agencies to roye the quality of government
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decision-making. | would encourage you to find example of inappropriate

lobbying that Jersey Finance has made.

Deputy G.P. Southern:

No, no, no. lItis not a question of ...

Senator P.F.C. Ozouf:
Well, the report clearly indicates that you havenegroblems with it.

Mr. M. De Forest-Brown:

My impression is that we have an example of anpyoip is my ...

The Connétable St. Brelade:

Can | just make a point? | think one | picked apd | think it is probably a question

of direction more than anything else, but there aasnstance with the probate thing
and a letter came through via The Minister for $teg and Resources whereas
probably, in all truth, it ought to have come thghtE.D. (Economic Development) as

the lobby through that direction. So, it reallyaibit of a detail, but | think it is ...

Mr. M. De Forest-Brown:

No, | remember the example you mention and it igoad example. It is an
interesting one to think a bit more about. What happened is there was a proposal
to introduce greater levels of tax on probate, ifetall, and Jersey did make a
representation to that.

Senator P.F.C. Ozouf:
Jersey Finance made.

Mr. M. De Forest-Brown:

Jersey Finance made. Now, what they did is thegena letter in and said: “If you do
this, this is what it will mean for products withihe finance industry.” Now, okay,
you can say that is lobbying. The fact of the erais, in a better-resourced
government department ... if we had greater fir@n@sources within my area, if |

had tax experts in my area, they would have poiotgdexactly those problems, what
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those risks were for the overall economy. Now, thason | did not respond
personally is because | am not a tax expert. halbhave tax experts in my area.
Jersey Finance came forward and pointed out: “ighighat would happen if you do
that.” Now, you can say that is lobbying, or yancay that is really valuable input
for government to identify that what seemed, onfdee of it, a perfectly sensible
suggestion, there was a bit of a flaw below theewiaie and it caused problems. That

is the point.

The Connétable of St. Brelade:

| do not think anybody would argue with that popoiu make at all, but | think that
just the direction in which it has gone is probaiolgppropriate and | would suggest
that it ought to have come through E.D. who wouldéhaddressed other Members

with the views of Jersey Finance.

Mr. M. De Forest-Brown:

Except that you will find ... and | do not thinkette is anything wrong with this, that
J.F.L. and the Treasury are regularly in contaciletail. | mean, just daily on any
matter to do with tax and the reason is because again government relies very
significantly on the experts out there, the taxezigpout there, because government
does not have teams of tax experts. It hardlyamgstax experts. It has people who
are very good at collecting the operational coitecof tax, but it does not have the
experts out there who can see the problems ofdatiag a tax and what the knock-

on impacts are.

Senator P.F.C. Ozouf:

The parallel, Constable, is that you sit as a uhlugpresentative on the Jersey
Fishermans Association and the Jersey Fishermaswscidion does exactly the same
thing, effectively, as Jersey Finance do, in terofsresearching government

interventions in the regulatory field. We do natticise the Jersey Fishermans
Association, in fact we welcome their interventioecause ultimately the decision is
ours, as legislators, on what we do, but the le¥elebate is obviously better because
we have the Fishermans Association, because we thav€onsumer Council, and

because we have J.F.L.
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The Connétable of St. Brelade:

| agree entirely. It is all down to | think thergiction in which it is done. Can | just
make a couple of points, Mr Chairman? | have ba&timg back and listening this
morning. | hope you will excuse me, but | apprexiahat has been put forward this
morning and | think it goes without saying that @althy and successful finance
industry in Jersey is crucial. It is crucial t@teconomic health of the Island and it is
expected that it be driven by future policy, buthink what we have to consider
between scrutiny and the executive is the publiceion of how it is dealt with and
it is probably clarified, as evidenced this mornindpat there is a different
interpretation on what has been put forward. Reshthe evidence that has come
through from both your side and | heard, with myleagues, the evidence that has
been put forward and you have interpreted it infl@r@nt way. Perhaps in a way in
which you, coming from within, would not considéetpublic would be doing and it
is perhaps something that should be addressed seet#ink the last thing any of us
want to do is prejudice this linchpin to the Islandconomy and | have to say that |
come from that direction and perhaps we have fuliseussions, or perhaps you have

future discussions, on how you might address that.

Deputy G.P. Southern:

| would support those statements absolutely inr theiirety and what | would say in
response to the Minister is that today you havefoeted what is contained in your
submission, which again | repeat, would be parthef normal process and that in
particular on lobbying we will pay careful attentito it, as we do every time we get a
submission. So, both of those will be taken irdostderation. We do intend to hold
another panel meeting when our officer is backumlg us. Help is on the way. We
will give absolute rigorous attention to the resgemthat you have produced. | am
aware that time is moving on and | am aware thatwish to make several points and
| do not know how many more you wish to make, bwoluld encourage you, if you
wish to. If you consider there are significanttéas that are not in the report in your

response then by all means make them now.

Senator P.F.C. Ozouf:
| think your report is basically, if this is whetige future report is going to be, at the

moment dealing with funding. Now, | am not sureetiter we have any more that we
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have already said in our comments about fundingffic® to say that if there is a
recommendation coming forward that funding showdniatched with the industry,
we addressed that this morning. We have also abalit the issue of increased
funding and the necessity to do so because ofdh®etition. So, | think we have
dealt with all of that. The audit report and parship agreement; | think that the only
additional thing | would say on that is that theatienship between J.F.L. and
Economic Development has changed very significanfljhat there has been wide
agreement from all the parties to do that. | waaudn venture to suggest that we will
be refreshing and updating that partnership agreeatesome point in the future in
the light of the experience of the last couple @ing and that is an appropriate thing
to do. Everything is an evolutionary system arat fhartnership agreement was the
first partnership agreement. It served well adgathe background but there is
obviously ... that is going to be moved on. Webatdy need to reflect the new
updated workings that we have between J.F.L. argkthin updating that partnership
agreement and | think we ...

Deputy G.P. Southern:

| think somewhere in those words you said one ofrecommendations but ...

Senator P.F.C. Ozouf:

We do not need you to recommend it. The workrsaaly in hand.

Deputy J.A. Martin:

No, but | thought Mike said ... and we would takeut of the report because if we are
making an assumption that the partnership agreemesds updating with the new
codes and everything else. Mike said, | thoughir 20 minutes ago that you could

absolutely guarantee the partnership ...

Mr. M. King:

It was a bit longer ago than that. Absolutely.

Deputy J.A. Martin:

You said the partnership agreement is already date.
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Mr. M. King:
Yes, in that we warranted recently to an Auditom&al that all E.D.D. grants

complied with financial directions.

Deputy J.A. Martin:

The new one.

Mr. M. King:

| am very pleased to say that with one exceptiey tre and it is not - it is the J.F.L.

Deputy J.A. Martin:
So, it now incorporates that financial code diractb4?

Mr. M. King:

Well, | think the whole activity of E.D.D., whethéris in the partnership agreement
or not, but any business plan, marketing plan oateder, that involves activity in
exchange for funding is compliant with financiatetditions as a consequence of the

processes that are in place in E.D.D.

Senator P.F.C. Ozouf:

For example, the partnership agreement ... findpaade direction, that is Mike and
Martin’s job and Mike’s job to ensure financial cpliance with financial directions,
but there are, for example, the business plan wes issued by Jersey Finance
because of this transitionary approach that wedaiag was approved but it was
approved with a comment that it was very much mgdras work in progress as
Jersey Finance update. We have had a further mgetiis week, one of our regular
meetings with Jersey Finance updating them exadtigt they are doing. They are
updated, they have reallocated various budget spand we have been discussing
about the plan plus. In relation to the publicspte partnership issues | think we
have made our points very clearly. | think theoramendation there was going to
come that it should be matched. We differ on #rad we would say comparable
jurisdictions, | do not know whether there is anythier information that we can give

you on this issue.
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Deputy J.A. Martin:

No, | mean ...

Deputy G.P. Southern:

As you said earlier on it is a difficult area tadiout exactly what has been spent ...

Senator P.F.C. Ozouf:

But we have given you ...

Deputy G.P. Southern:
We have received that information.

Senator P.F.C. Ozouf:

| mean, just to reinforce that, the competitiont thh@ are dealing with is not only
Guernsey and the Isle of Man, of which do not pwy adustry money in, but is
Singapore, Dubai, Switzerland and those are puttimgultiples of the times of direct
government expenditure which may be hidden in igrlato not direct costs with

officials employed in government, quite apart fren®.P.s.

Mr. M. King:

Can | just say one thing about return on investntleatt E.D.D. manage? | am a very
simple soul, but the way | look at it, we spendgiuy £80 per head of person
working in the finance industry on our grant, rolyghl3,000 people, about £1
million. Each of those individuals, | think if Inaright, Martin, contributes about
£136,000 in terms of G.N.I. (Gross National Incompe) capita.

Mr. M. De Forest-Brown:
Yes, something like that, yes.

Mr. M. King:

While it is difficult to quantify specific piecesf activity, that level of G.N.l.
contribution continues to grow at significant levelnd if you look at what impact
J.F.L. would have to have, as a proportion of thatease, to justify itself in return on

investment terms it is tiny and | think the poimh&de earlier about its presence in the
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market, working the way it does with the regulaaod the legislature, | think if you
do the maths on that you will find that it is atpyegood return on investment. In

fact, probably one of the best returns on investrtteat we have had.

Mr. M. De Forest-Brown:

This is an absolutely key point. | mean, let usabeolutely clear that the financial
services industry worldwide has deep pockets.adt tmore money than other sectors
across the world. That is not the point. You @b fiind in other jurisdictions, as a
result of that, people or governments seeking ke t@more and more money from
them because by the very nature of the businésaitluid business and we have seen
that in what is happening in the U.K. at the mon®nthe government’s attempts to
suddenly think: “Oh, we can tax these guys a bitevat the margin.” Suddenly what
has happened? Total uproar. People leaving thadigo the cost of the U.K.’s
exchequer. So, something that may on the face sd#em quite straight forward has
unintended consequences. That is very much the lsae. At one level, is the
finance industry here rich? Yes. Does it havepdeeckets? Yes. Does that mean

we can impose additional charges on it? | do moktso.

Deputy G.P. Southern:
No, no. Does it mean that we can ask it to payfomotion which increases its own

business? That is not increasing charges.

Mr. M. De Forest-Brown:

Let us say it that way. Can we ask them to payitiaddl money to generate

additional profits that end up in their pockets?lolnot think so and the reason | do
not think so is because nobody else in the worlklsng them to do that. On top of
that we are already applying costs here in Jersethe finance industry which they

do not face elsewhere and therefore it is very éasgach a tipping point.

Deputy G.P. Southern:
Those costs are?

Senator P.F.C. Ozouf:
G.S.T.
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Mr. M. De Forest-Brown:

Things like G.S.T. costs. In particular, becauéhe way we have imposed G.S.T.
on the finance industry, contrary to the publicge@tion is that the finance industry
pays that now and that is raising some questiotisairust industry because this is an
additional cost that they have to pass on to tbhestomers which can tomorrow
switch their membership and move the thing to Ssvisnd, and some evidence of
that happening. There we are. There is businesgylmoved to Switzerland for
£100. I mean, | can understand somebody not ¢toee finance industry just would
not get it. “Sorry, you are making £1.X billion pfofits and you are complaining
that you are being charged an extra £100 and yeunaving your business to
somewhere else?” Now, | can understand peopleotidind that very palatable and
in fact | do not find it very palatable and | anvatved in the industry, but that is the
fact of the matter and what we have is an extrenseigcessful model which is
respected by people across the world. It is a gmddlic-private partnership. We
have a good level of commitment from a number oh$i who regularly question:
“Well, why do we pay any membership here at allRer€ is no reason to fund this
membership when we are working in 6 different gigsions. Why are we paying
here when we do not have to pay in any other jintigeh?” They question every
single cost.

Deputy G.P. Southern:
You sum up the situation ably.

Mr. M. De Forest-Brown:

Therefore we have to be extremely sensitive to auggestions. | think my overall
thoughts were, in reading the report, that if | hadved here yesterday and picked up
the report and read it | would be talking to oneugr of people who were saying:
“This has been a successful process. It is widespected. They have managed to
build a very significant model around very modesamce.” | would hear one story
from one set of people saying: “This is a real sgsc It is something that should be
celebrated. It is something that the Island haweedvell. This is in support of a key
finance industry which is critical to the IslandThen | pick up the report and read it

and | get the impression, rightly or wrongly, titagays: “Well, | think we should just
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tell the guys to pay more.” It does not seem telrate the success and it does not

seem to come through as supportive of the finamdestry and that is the separation.

The Connétable of St. Brelade:
Can | suggest, and | would be interested to recgorg comments. |If | could put
forward the notion that perhaps the States corttabuo Jersey Finance was more of

an insurance premium than an investment. Whatdvpaill remarks be to that?

Mr. M. De Forest-Brown:

Well, | would have to understand a bit more what yeeant about that. | think all of

the money we are supplying to J.F.L. is an insuggremium; it is in the nature of a
part of the total jurisdictional commitment to tir@ance industry to encourage it to be
here, to encourage it to grow here. That goe®verything. That is flights, that is

nice ice creams, it is the whole piece. It is vlepple are here.

Senator P.F.C. Ozouf:

And an investment for a return for the people akdg. An investment which is
returned in prosperity, raising standards of liviegnstantly, health services,
education services, and a society in which everybmah reach their full potential
because we have full employment and it is an imrest that the public is making
and the point is that we are ... if you call thesne hypothecated expenditure from the
contribution from financial services you could pb&t ... Treasury does not like
hypothecation but until recently J.F.S.C. was atihgy on our behalf £11 million
from the ...

Deputy G.P. Southern:

And that case is reflected in our report from thauistry itself. | am surprised to hear
it in a sense coming from The Minister for Economievelopment, but albeit | take
your words that you were saying earlier. If | dawill try and work them into the

final report.

Senator P.F.C. Ozouf:
| think what | would hope we have achieved this miog is a section in the report

which will deal with the period since the introdioct of ministerial government until
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now and shining a torch perhaps, looking at thetahyball, on where we are heading
in future and if you have observations about improents in relation to what we can
do then they will of course be listened to veryefalty but the report is backward
looking as opposed to forward looking. If we hatempted to give information this
morning, even though it appears that some evidéasebeen given, then we have

achieved something.

Deputy G.P. Southern:

We will endeavour to pay that careful attentiony yan rest assured.

Mr. M. De Forest-Brown:

My concluding comment is that ultimately if the ogpconcludes that the industry
should pay more, rightly or wrongly, that will bead as a report that says that this
jurisdiction is not as encouraging for the finanoeustry as it is ... is not as
encouraging as other jurisdictions are in suppgrtire finance industry and | think
that will be damaging to a critical industry thabguces all the benefits for the Island.
| genuinely think you have to think very carefulipout the impact that that report

will have and the level of damage that can be chbyet.

Deputy G.P. Southern:
| will. The panel will pay particular attention those sorts of sentiments. Thank

you.

Senator P.F.C. Ozouf:

Martin De Forest-Brown is giving you a professiooplnion there and when | asked
earlier about an absence | thought that scruting ma only using the good officers
of the scrutiny office to conduct its administratiaffairs, but normally also employed
experts in order to inform its deliberations aradr surprised ...

Deputy G.P. Southern:
Please Minister, leave us to run scrutiny. | atggur words, however we are in

charge of scrutiny and surprise, surprise, yownate

Senator P.F.C. Ozouf:

46



But you are accountable for your reports.

Deputy G.P. Southern:
| am accountable and | will be accountable for epoart and | am the name that goes

on it and | will back it.

Senator P.F.C. Ozouf:
Well, your panel. Ithink it is a unanimous report

Deputy J.A. Martin:
It is a collective.

Deputy G.P. Southern:

Of course, we always have unanimous reports. We haver had a split yet. Thank

you, Philip, and thank you Mike and Martin.
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