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

First of all 1 would like to welcome you to this lpic hearing of the Economics
Scrutiny Panel and our review into the role anddfog of Jersey Finance Limited. |
think we are getting to the real leads, as it weegause we have Jersey Finance here
today. Can | draw your attention first of all teetdocument in front of you which
outlines the terms and conditions on which you gesdence. It is fairly
straightforward. Hopefully today we can have adysession exploring what it is that
you do. If you would like to first of all just irdduce yourselves just for the sake of
the recording so that we can identify the voices.

Mr. G. Cook (Chief Executive, Jersey Finance Limitd):
Certainly. 1 am Geoff Cook, Chief Executive ofsky Finance.

Mr. R. Kirkby (Technical Director, Jersey Finance Limited):
| am Robert Kirkby, Technical Director, Jersey Fioa.

Mr. M. de Forest-Brown (Director of International Finance)



| am Martin de Forest-Brown, Director of Internatid Finance, Board Director of

J.F.L. (Jersey Finance Limited) and Accounting €ffifor J.F.L.

Deputy G.P. Southern:

So if you do not know what is going on nobody does?

Mr. M. de Forest-Brown:
Hopefully.

Deputy G.P. Southern:
Thanks. Geoff, could I just start you off, if yawould just like to tell us how you
came to get this particular job and your experiandée role. You have been there a

fairly short time.

Mr. G. Cook:

Yes. It was advertised so it looked like a veryetiasting and appealing job,
representing a small jurisdiction but still a Stato in terms of my previous working
experience, | worked a lot in corporate life, agmiting 20 years at HSBC. Prior to
taking up this post | ran HSBC’s wealth managenirrginess in the U.K. (United
Kingdom). Prior to that | had a mix of experiencefinancial services, some in
accountancy, business financial planning and stditeancial services in a mutual

organisation, in building societies many years.ago

Deputy G.P. Southern:

In the days when we still had them.

Mr. G. Cook:
Yes, that is right. There are still a few arour@till a few.

Deputy G.P. Southern:
| would like to start, if | may, with you, Geoffnd talk about the terms of reference
and the objectives you see for Jersey Finance Wauld you like to just outline that

for us and we can see if we can explore it?



Mr. G. Cook:

Yes. | think there are 4 things that we set outidgorincipally. | think the primary
objective is promotion and representation, bothahe and abroad, but particularly
overseas with influential gatekeepers, busines®dnters and other bodies, trade
associations, and on occasion, in partnership gaernment, regulators and other
government bodies. The aim there is to promotsed&s financial services industry,
Jersey as a brand, Jersey as an internationalcéneentre and to encourage firms,
and individuals to consider using Jersey for caapgrinstitutional and private client
financial services work. That is our primary gaat aim or objective. We also work
quite hard on working in partnership with interelsggakeholders in building the best
business environment that we can to ensure thatsfihere can innovate, can
modernise their products and services, can remampetitive in the international
spheres. So while Jersey has a good reputatipatatoon on its own is not sufficient
to complete in what is really an intense marketplaThere are over 40 international
finance centres attempting to win market share deliver the similar kinds of
products and services to Jersey. So it is an setgrcompetitive marketplace. So
working on making sure what you are offering istaplate, it is competitive, where
you can differentiate and be seen as innovativenpetling, attractive, is very
important. So that is about making sure what weetreere is fit for purpose to go out
and promote into the outside world, into the contipet marketplace that we operate
in. | think there are probably 2 strands to thiawould say one is what | would call
facilitation of a supportive legal, fiscal and régory environment. So much of what
we offer needs a framework surrounding it whichsigpported by laws, needs
appropriate regulation. Regulations that is retguebut is not suffocating in terms of
being intensely bureaucratic or difficult to workthv The fiscal regime, of course,
you need a competitive offering, an offering thaat least equivalent to your main
competitors in terms of trying to achieve a levigymg field in the tax position for
the overseas investor. So those are 3 key compomdrere we work to facilitate
with key partners. We work very closely with thersky Financial Services
Commission, | see them on a monthly basis for m&breview of regulatory matters.
We work closely with Economic Development in terofsseeking to inform them
what we think needs to happen next to maintainettodgectives of a strong offering,
and we work very closely with industry. So we hav#® member firms and we

consult very widely with them on what market ingghce is saying to them. What



do they believe needs to happen next to maintaihdtiong competitive positioning
such that we can safeguard and protect our exibtismess streams and develop new
opportunities. So it is a lot of intelligence gating and then the facilitation of the
flow of that information to any interested partesd we have a number of vehicles
for that, standing working groups which have thigltmdisciplinary representation.
We are seeking, through partnerships with intedestakeholders, to produce the best
end result. Then | think probably a little morehrical - that is more about the
environment - is the actual development of prodacis services that could be made
available broadly to the financial services commum Jersey. So if an individual
firm internally develops a particularly attractipeoduct or a particularly innovative
change, if that is restricted on a commercial basithat particular firm then you are
not getting the wider benefit in the jurisdictiohtbat kind of innovation. So we do
try and encourage, and have had some success onraging commercial firms to
share, through us. Where their own commercialasts are protected by sometimes
anonymity, they perhaps share concepts rather ttein particular means of doing
business or their particular business relationshfs a consequence, Jersey has been
able to come forward with some really quite innoxatand insightful new products
and services. | think perhaps not the most tomgaimple in terms of it being new
but in terms of its commercial impact, was the Ekgainds, which | think work
started on that around 2004. That was worked ogrpssively by Jersey Finance,
Jersey Funds Association and commercial firms, wtolvement from the regulator
and that developed into a new fund offering that had a really quite spectacular
impact on Jersey’'s garnering of new funds busin&ss.the annual results we have
just released show that funds under administratnodersey now have reached £246
billion and we have seen over the 2007 period avtjraof 37 per cent in the funds
under administration. Now much of that recent gfolvas been to do with product
innovation. It is not all boats float in a risitige, we did something that was pretty
innovative and sharpened up our competitivenetsisasl had a dynamic impact on our
business flows. 1 think it is a key part of outesothis refreshment, this continual
refreshment if you like as a product tool kit ofkimey sure that what we have is fit for
purpose, it is customer driven in the sense it e&eting the requirements of the
external marketplace to make sure that our proaunoury stays fit for purpose.

Connétable M. K. Jackson of St. Brelade:



In terms of competitiveness clearly we have got dtteer jurisdictions which you
have mentioned, but in terms of internal compeditess, do you find your
involvement from a facilitating angle is restrictewbre to the smaller players or does

it encompass the larger institutions as well.

Mr. G. Cook:

It encompasses more but in different ways. So aweeh you talked about the very
large brands here, the international banking grod@8C, Standard Chartered, Royal
Bank of Scotland, people like that, very large ewgpts - then they attend our
overseas development activities, they attend oukiwg groups and give investment
and input into the kinds of things | have been dbsw. They feature articles in our
publications and they are engaged. They are psnhatpquite as dependent on us for
overseas promotions in terms of brand awarenesaube some of these brands are
very, very large, they are global brands. If | cse the example of the local and
global it is that still the tailoring of what wefef under an HSBC brand or another
major brand still needs some explanation in theketptace, because what we have
here is international services, and you are takitgynational services into domestic,
local onshore territories, where despite the bramndreness, there can be quite a low
level of awareness about the actual product setwdrat it is you are offering and
promoting. So | think there is relevance in apgdlien. We do get good support from
the major brands and we are engaged with the nbagords. When | went to India
recently, | approached all tiers of our industrypast our pre-planning process. |
approached HSBC, Standard Chartered Bank, peopte amd global brands, who
have big footprints in India and received their gap and co-operation in gaining

entry to both their own firms and recommended thadies while we were there.

The Connétable of St. Brelade:
So do you see the feedback coming from the largesfas crucial to your existence?

Mr. G. Cook:

| think feedback from all the members is cruciabto existence, because if you are
going to a member-driven organisation, we needet@ttuned to and listen to what
they require from us and what they value from uighink different types of firms

value different aspects of our activity in diffetamays. Even the very large firms



sometimes would not always gain ready access aame level or platform that we
can representing a country. So, for instancendal recently we engaged with the
Indian Chamber of Commerce and we did some presemsahad some discussions,
had some networking interactions. They were pexpap do that because we were
representing an entire industry, so it was an ittgusade body to an industry trade
body, with multiple people coming along to theserds and lots of different firms
and brands. A single brand, no matter how powgwolld find that very difficult to
do, because it is a different relationship andfi@idint footing, a different level.

Deputy G.P. Southern:

Alan, do you want to come in?

Deputy A. Breckon of St. Saviour:

Yes, you mentioned, Geoff, about the need for légahework and obviously change
happens when change is required. Where doesdha rom? Does that come from
the regulator, does it come from government or doesme from industry, or is it a

mix and where do you fit into that?

Mr. G. Cook:

| think it is a mix. | think the regulator woulddinarily drive what | call mandatory
change or change that is required to keep up witdrnational standards, and to keep
the jurisdiction fit for purpose in terms of moddeyislature that is comprehensive
and fits the bill. So there is really a pretty stamtial flow of that going on pretty
much constantly, because you have internationadsta setting bodies. You have
the E.U. (European Union) that can be a standdtithgéody, you have the O.E.C.D.
(Organisation for Economic Co-operation and Dewelept) you have the F.A.T.F.
(Financial Action Task Force), you have 1.0.S.C(ternational Organization of
Securities Commissions) in the funds world and ehesernational bodies are
constantly reviewing the international playing dieind determining what they believe
needs to happen next in terms of regulation, andi¢htial Supervision of financial
services, so that in itself will drive a programmklegislation. A good example
would be the preparation for the I.M.F. (InternaabMonetary Fund) review and the

F.A.T.F. 40 + 9 recommendations. So Jersey hasrtaieen a very comprehensive



raft of work in order to prepare for that and tokexgure the legislation and regulation

is fit for purpose in terms of complying with afidse kinds of requirements.

Deputy G.P. Southern:
Is that not a role of the J.F.S.C. (Jersey Findr®eavices Commission) itself rather

than J.F.L. (Jersey Finance Limited)?

Mr. R. Kirkby:

Well, when the J.F.S.C. issues a new consultatapep a new draft law on certain
regulatory provisions, they issue it to Jersey kogaand industry, and Jersey Finance
acts as a central collation point for feedback fromustry, and that may take a
number of forms. We may arrange a working groug@isauss if it is quite significant
legislation, so for example, if it is anti-moneyiaering type changes which will
affect every firm in some shape or form, we mayehawvorking group and that may
consist of lawyers, accountants, trust people, foeoble and other specialists. They
discuss those issues and the regulator would $itase discussions and it is really a
sort of evolving consultation with the commissiddr in other situations, we may just
have written responses from industry, which weateland anonymise before sending
to the commission. Industry values Jersey Finasa facilitator in terms of that

collation responsibility.

Deputy A. Breckon:
What about if there was something that Jersey doedave that somebody else is
doing good business with - and you mentioned a tir@asea - | mean, is the industry

lobby there to say: “Well, how does that work tHiemm your point of view?”

Mr. G. Cook:

Every stakeholder is involved in new product depelent, so the government is
involved if the new product development needs skimé of enabling legislation, so

a degree of communication and consultation woulaigdhere. If you bring a new

product to market, then the regulator will wantiexide how they regulate it. So we
have taken the view very much it is important t@age all stakeholders, industry,
government and regulator at an early stage in mtodavelopment. In our funds

offering, Expert Funds was a good example of thathink our new funds offering



that has just been launched is another example ewker involved the key
stakeholders in informing them about what is goargin the marketplace. You
know, we gather market intelligence ourselves thhouesktop research, through
country visits and through members, and through weaseek to assess what trends
are going on in the world, what are the developsienhere are things heading and
what do we need to do to anticipate that to make sur offering stays strong? We
share that intelligence with government and with agulator, and collectively we
seek to come to a conclusion about the correcttwasarry that forward, balancing
the needs of industry in terms of having a competiproduct, of government in
terms of the finite resources available. Thereomdy so much legislature time,
therefore that has to be balanced with all the rotmenpeting priorities, and the
regulator will want to have a view about how thédgwa a product to come to market;
what is their level of disclosure; which market & selling to and who are the target

customers; how will it be supervised, that kindrohg.

Deputy A. Breckon:

Can | just develop that a little bit? Earlier ysaid about you need a legal framework
that is not suffocating and there is a growth aheae. Are you content - and the
regulator content - that the checks and balancearandparency is all there so that it
does not go pear-shaped?

Mr. G. Cook:

| think we achieve a good balance in Jersey, athink we have a strong and
independent regulator who is not afraid to chakebgck and push back on us. We
have brought product ideas to the table and we hadeio modify them on occasion
because they perhaps agree the commercial valudhatf we are trying to achieve,
but feel from their point of view that they needrschecks and balances in place that
we perhaps had not thought of. So there is ay/featbust process that goes on. There
is a reverse challenge proving process in termgogérnment. We have to make a
compelling case for getting a share of the legmhatimetable, the law drafting
timetable and we have to convince our regulatot thhatever product we are
bringing to market fits Jersey’s international region and personality, because |
believe we are differentiated from many providefie positioning we have taken as

an international finance centre is to be one ofdgoeputation and good standing,



operating to ethical business principles and tarbéternational good neighbour and
to be transparent in the way we go about doingnessi. Therefore, whatever you
bring to the market has to support that strategl/thase principles, and those are the
kinds of checks and conversations that the regulatlb have with us in terms of

going through a proving process.

The Connétable of St. Brelade:

Would you regard yourself as a filter for ideasconcepts that are coming out of
industry before they arrive at E.D.D. (Economic Blepment Department) - or
Jersey Finance, shall we say - so that you knowt lgoing to work, and in terms of
facilitation, you can reject some which are perhafisthe wall and just focus on
things which are maybe going to do the Island gaadi work properly?

Mr. G. Cook:

Robert is very involved in this. | will perhapskasm. | will say something in terms
of preface, but then ask Robert to comment on #taild | would not really see
ourselves as editing out in the sense of filteramgl blocking, but more in the
constructive way that you have described it, whighencouraging ideas to come
forward, but effectively, because of resource aamsts that we all have, we cannot
bring every single good idea to market, and it ddag that a particular niche area or a
relatively small number of people have a partidylgood idea that is good for them,
but perhaps does not have a wider application.| @eess to a degree there, we do
have to try and make those judgments and takentbeests and the weight of opinion
from the entire membership of the entire indusirtp iaccount. But | will let Robert
talk a little bit more about the actual process@iv we construct that and how we go

about it.

Mr. R. Kirkby:

We do get quite a lot of ideas or requests for gharfrom our members and we do
need to prioritise those, because of the time aadurces available. One of the ways
we do that is we test with other members what ajgptitey would have for such a
change, or we may convene a group of individualdigouss that change and we sort
of only test from what we have had heard from maykenall minority of people as to

whether it is applicable to a wider audience. Wil also test that with external



international gatekeepers as well, so people wfey tee work to Jersey, and then at
the same time, we also balance what is the poteaimomic benefits to the Island of
that piece of work, and again, could it be serviegith our existing skill set, would

we need additional people et cetera. So whatyand do is on any new suggestion,
we just try and look at it and work out what thengigs, pluses and minuses for the
Island and then prioritise those taking them fodvaMWWe get a lot of great ideas,

which is very healthy for the Island.

Mr. G. Cook:

Can | reinforce the gatekeeper point? That is wenyortant. You know, the end
consumers of these services are businesses duiiosts or private individuals, but
they are not by and large in Jersey, they are hergparts of the world. So having
strong connections with what we call gatekeepethey are in most industries,
influential people and firms - there are concerdret of them in the major finance
centres, so knowing them and being able, if yoa, llkefore we bring a product to its
final delivery, doing some research with them, itgsttheir opinion, testing their
appetite for an innovative or a new product islye@hportant, which you classically
would do in an individual firm if you were doing nkat research. That is how we

use them. Itis a very important link in the chain

Deputy G.P. Southern:

Can | just try and tease out these objectives? euationed 4 objectives and you
mentioned also you are promoting the Island ofelergou are promoting the Jersey
brand and you are promoting Jersey as a finandeeceit seems to me that of the 4
that you listed after talking about promotion, thase very much involved with
promoting your members’ interests. It seems totimae 90 per cent of your effort is
acting as a group, in the interests of your memandsthat is your primary objective.
Is that the way you would see it in terms of yoccauntability, you are funded by 2
sources: one the State of Jersey; and secondlypoby members? Is the balance
correct? It seems to me what you are saying, yeu98 per cent working in the
interests of your members, and yet the majorityhef funding, if you like, directly
comes from the States. How does that tie up€dins to me you are working for 2

masters. Is that the case or not?
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Mr. G. Cook:

No, | do not believe so, and as | said, we wouldsay we were working 90 per cent
in a particular interest group’s interest. We se&ekepresent all key stakeholders,
because the reason for that is you are much straasge jurisdiction if you have
partnership and co-operation between your industhatever industry it is, and your
government and your regulator, because you canpetate effectively - or as
effectively as you would need to in today’s comipeti marketplace - unless there is
co-operation and partnership between those 3 fill&o | do not have any percentage
fixed in my mind. We are trying to pursue objeet\that deliver a strong offering to
the outside world for Jersey as a finance jurisoiictand the benefit flow from that to
me goes equally to all stakeholders. The commuthgy Island community of Jersey
will benefit if we have a strong finance industryhe government will benefit if we
have a strong finance industry, because they hasteoag and dependable flow of
revenue for tax take. Our regulator benefits imteof its international reputation if it
Is in a position where it has a good working rellaship with the industry that is not
cosy, but is effective in terms of a dialogue arftba of information back and forth,
and compliance with the standards that the regukdts. So | see the relationship
being entirely a common purpose, really, and soavgeall trying to promote for a

common set of objectives.

The Connétable of St. Brelade:

Can | just come in there? | agree with what yaiteying to say, and if it is good, all
of it is good for the Island. Where we are lookatgthe budget and when we were
talking to Geoffrey Grimes(?) and Mr. de ForestiBndast time, what we are trying
to tease out from the budget to Jersey Finance Btates and from the industry is
there are 3 roles, and there are 2 roles that dmne Jersey Finance; the third when
you are lobbying government. You have already rmoaetl there is finite time for
law drafting. When you say “finite” we can look latv drafting, and a lot of other
people would say: “Well, finance get quite a gobdrs of that.” Now, is any of that
coming from lobbying us for money we are giving gout may be good for the
Island, and there is the regulator in betweenwritre told that none of that money
that comes from the States is used to lobby usiould like to see it broken down,
because it is quite a substantial bit of money Hrete are lots of laws coming

forward.
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Mr. G. Cook:
| would really like to understand what you meanldiybying, because | do not think

we do any lobbying to speak of at all.

Mr. M. de Forest-Brown:
Can | just make one observation here, that govenhohecides what is accepted in its

law-drafting programme.

Deputy G.P. Southern:
You just said that one of your jobs is to pick nelwas and make sure the legislative

programme is aware of them, and is capable of emabu to deliver them.

Mr. M. de Forest-Brown:
Government simply looks at the range of law-draftds that are put on the table
and makes a decision based on limited resourceshwhivs it thinks are in the

overall best interests of the Island, so thatésgiocess.

Deputy G.P. Southern:

It could be argued, and it has been put to me, deasey Finance acts as a co-
ordinating body and, if you like, in some ways iprassure group to make sure that
the interests of its members in terms of divvyipg-uvhen it comes to law-drafting
time - are very strongly represented: “Do not forg®mewhere towards the top of
your list, you should be doing this, because wetw@do this.”

Mr. M. de Forest-Brown:

I mean, | will make some comments and Geoff capaed. That has not been my
experience the way the lobbying bit has worked. eWrthe lobbying bit has taken
part is where industry may have a different sevieftvs from, say, the regulator or
government about what the detailed law says, fampte, if the finance industry
think that it is stupid to sell cars that are omigde black and they think you should
make cars that come in any colour, but the govemiraed the regulator say: “Well,
we think they should just be made in black” thea timance industry, representing

their interests, will lobby government and say: ‘Wee think they should come in
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any colour.” So they will lobby at the contenttbé law and the shape of the law and
the details of regulations. | have not had anyeexpce of lobbying in the area: “Oh,
we do not have this law through.” | mean, therpasmanent pressure for us to get
more laws through. | think that comes across theep | mean, everybody | speak to
seems to be short of law-drafting time. So ther& general pressure on any laws that
there is universal support for through the regulatad the finance industry. There is
an expectation or an understanding that, yes, ikeaadesire to do this, otherwise we
would not spend a lot of resource on it. But lt@ety have not come across, in my
tenure of experience, a situation where we have dowhole bunch of work and then
we have said: “Sorry, we are not doing this lawduse we do not have the law-
drafting time” and then there has been a heavyydbhat said: “Oh, we really want
this. Can you force it through?” That is not mxperience of lobbying. When | have
talked about lobbying in previous meetings, ité&wmuch about content of law, that

there is a general agreement that it is in the ibestests of the Island.

Deputy G.P. Southern:

How is that general agreement arrived at? Youwethikarlier about: “Yes, there are
times where we will go and we will talk to the BFC. about this” and | had the
impression of 2 forces, 2 powers coming togethaying: “Yes, we are coming

strongly with this and they are [l think you usde tword] pushing back, they will

push back and we have to take it away and modifihat seems to me it is acting on

behalf of your members, which | think you shoulddoéng.

Mr. M. de Forest-Brown:

| agree with you entirely. That is exactly whasHsppened. It is just a straight
haggle. Itis like anything else, it is whetheuyare trying to get money for the Battle
of Flowers, or you are trying to get money for vévwar it is, or any particular
negotiation. The J.F.L. do fundamentally repregbair finance industry members,
but it is in government’s interests that they dascffectively as possible. If we look
back to a time prior to - | am going to finish tipiece - when J.F.L. existed, we had
anarchy, because we could not get the access. Whdtave in J.F.L. now is a
vehicle that allows that debate to be had in aacsffe way; rather than Joe Bloggs
who shouts loudest, we now have a body that candoooss the piece and say: “It is

not just about Joe Bloggs shouting loudest, ibisu this is what will be of maximum

13



interest for the finance industry” and so they gare a view to government and the

regulator and say: “This is what we think will lbethe best interests of the Island.”

Deputy G.P. Southern:

I have no objection at all to you doing that anihdat as effectively as you possibly
can. Where | think the question mark arises if Wit funding and the question mark
is whether we are funding the body, that you arddavork which goes round in a
circle and impacts on us; should we be funding §mthe tune of £1 million when
part of that funding is coming round for you actasga lobbying group to persuade us
to act in a particular way in the interests of yooembers? Fine if you do it, but
should you not be paid by your members to do it dodt effectively and be held
accountable to them?

Mr. G. Cook:

I do not think that is an accurate description dlatvwwe do. If we are looking at a
need to bring new products and services to manket,will communicate with
Economic Development. We are not involved in thw-trafting prioritisation
process at all. We simply tell Economic Developmehat we believe would be
beneficial in terms of bringing new products or néswvelopments to market, and the
end goal of that always is to encourage econonuw/iy. Businesses are in business
to make profit. If they make profits, then theypaore tax. If they pay more tax,
then the States of Jersey benefits. So what | dveay in response to you is that |
think it is a very sound investment to pay 0.03 pemt to safeguard an industry of
over £300 million. 1think that is what we do. \&lee not involved in lobbying States
Members, we are not involved in lobbying politisan We are not a political
organisation. We simply communicate, | believepodj@uality information to the
interface point in government that we have beereddk work with as to what we
believe needs to happen next, and the end objeatitteat always will be having the

wider interests of the Island and the economy indni

Deputy A. Breckon:
Can | ask you to comment then on the G.S.T. (GamdsServices Tax) lobby, let us
say around Article 60, 61, 62, 63, whatever it wéth the exemptions or the special

treatment? Where did that come from then?
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Mr. G. Cook:
I will ask Robert to comment on that, because lehaot been sitting on the G.S.T.
Working Group or been involved with the previousigs. He is more knowledgeable

on that than |I.

Mr. R. Kirkby:

Jersey Finance has 3 standing committees and orleeo$tanding committees, a
group called the Fiscal Strategy Group, over thesm® of the last 4 years has worked
in partnership with government to help evolve gtedlaw, so the Zero-Ten law and
the G.S.T. law. That body is made up of the toppt@fessionals in the Island. They
give their time free of charge and meet very redylto develop various laws. In
terms of G.S.T., Goods and Services Tax was pathefframework to introduce
Zero-Ten, because of the removal of the exempt amdrnational business
companies. A commitment made by the Treasury Méns number of years ago was
that finance would contribute £5 million to £10 hoih of Goods and Services, a total
of £45 million. If finance had applied a normalSGL. model or indirect V.A.T.
(Value Added Tax) model, the collection by the fina industry would have been
considerably less than £5 million, and the reasonlifat is the majority of the finance
industry business is an export business, and whes an export business, that
business is zero-rated for G.S.T. purposes andwd cover all your input tax and
there is no collection for the States. In additibryou apply a normal finance model,
it is incredibly bureaucratic. An example is timabst mainstream U.K. retail banks
have teams of between 20 and 40 people just doiAglVfor their bank in the U.K.,
so they are sat in London, and all they do is V.AObviously we did not want that in
Jersey, because that is non-productive, non-ecanamiik. If we stripped out 200,
300, 400 people out of the industry who were justessing G.S.T. returns et cetera
in the Island, that is not healthy for the Islaand also it would not generate the
amount of the revenue the States required, sodamproposed a flat rate scheme, a 2-
tier flat rate scheme, which as you say, is in pgartArticle 60 to 65. We proposed
that to the Treasury Minister that it would coll¢ieé required amount of money, and
at the same time keep the process very simpleaoné did not have all this non-

productive, non-economic work going on. That waglenas a proposal as opposed to
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any form of lobby and achieved 2 benefits: the nyorequired and continuing a

productive finance industry.

Deputy A. Breckon:

The approach, | understand it was the night befweedebate on the main law.

Mr. R. Kirkby:

That is not correct either. It was not the nigatdoe the main law. It was evolved
over a period from when the Crown agents were ayeoj over that period, | think
that was early 2006 or late 2005, to the posititvene we are now, where the finance
service industry regulations were due to be debatedllth March and it is a
continually evolving process. Tax legislation igartunately incredibly complicated
legislation because it has so many effects in soynwlifferent areas and it takes a
long time to examine each of those impacts. TraeStof Jersey have had the
incredible benefit of having all these tax professis available free of charge to
discuss and talk about the law, and the hours tiaeg donated is vast. | think this
year alone - | had this on the back of an envelapes more than 1,000 hours of these
professionals, and this has been going on for sbiyears, and their average charge-
out rate is around £400 or £500. They have donguadtime free of charge, and |
believe Jersey now has a much more robust taxHaw it would have done without

the services of this group.

Deputy G.P. Southern:
You mentioned there that you have whole teams enUtK. working on V.A.T. as
non-productive work. In particular, why should tixeemption be to finance and not

to other areas of industry?

Mr. R. Kirkby:

Finance is unfortunately incredibly difficult whé&ncomes to indirect tax, because an
indirect tax, a value-added tax, this is about mgldialue, and at what point does a
finance service become a value-added tax? SexBmple, mortgage interest, is that
a taxable supply? The argument very clearly in.EsUt is not. However, what
happens if you have mortgage interest but thenhaue a payment protection plan

that sits on top of the mortgage interest, so foangple, if you die or have a
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permanent illness? That payment protection insgaebate is raging about whether
that is taxable or non-taxable, and then unforelgaivhat happens with all these
financial products is there is wrappers and wrapperd there might be another
insurance product on there, it may be for the céiid or there might be a pension
product that sits alongside it, it declines as ri@tgage declines and you have to
have all these people in the banks working out mdglel and how this works and
what the V.A.T. position is. ThBlue Book, which looks at financial services in the
U.K., is over 500 pages long, which is longer thawst of the other V.A.T. legislation

that applies to any other industry. Finance unfuately is an incredibly complicated
industry to introduce an indirect tax on, and ikathy it is so non-productive. If you

looked at, say, a manufacturing business in the.,UtkKeir V.A.T. team would

probably be one or 2 people at the most.

Deputy G.P. Southern:

Without getting into the pros and cons of V.A.T.GiS.T. at the moment, could | just
put it back to you, | mean, one of the argumends kias been around in terms of the
model that we adopted for G.S.T. was that we shadtpt the U.K. regime full stop
and we would not have the arguments around fogaaticular that the U.K. have
already gone through. It would have been far stmgdecause we get 90 per cent to
95 per cent of our business with the U.K. to adbpt U.K. model, and if you are
saying you have a 500-page document which deliadatancial service in the U.K.,

presumably they have solved most of the problems.

Mr. R. Kirkby:

| think the easy answer is tiBtue Book has not really truly delineated things. There
have continued to be | think it is around 50 finahservices, V.A.T. cases before the
tribunal in the U.K. a year, and even more broughthe European Court of Justice
and that costs H.M.R.C. (Her Majesty’s Revenue @udtoms) a huge amount of
money in terms of legal fees et cetera, and thabmsething that certainly we would
not want the Jersey Tax Office pursuing. The V.Apbsition on food, children’s
clothes and reading material et cetera - whichxergt, zero-rated or taxable - is
again complex, and the reason you would not waradipt the full U.K. model in
Jersey is that the cost of collecting that V.ATthe U.K. is considerably higher than
the just below 1 per cent that is proposed in Jerskewe apply the full U.K. model,
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the cost of collection would be considerably highigan 1 per cent, therefore the
G.S.T. rates would have to be considerably higbeasallect the overall £45 million

desired. It seems if we can have a simpler madelersey, i.e. sort of the non-
exemption model, and it is more efficient and cleedp collect and then we get the
desired result, then that surely is beneficialdarisland of our size. | do think we

need to --

Mr. M. de Forest-Brown:

Can | say that we seem to be sort of straying.a®#n | understand exactly what the
question is that relates to the funding of J.F.L&m slightly lost. Rob has just given
his personal view - or maybe even J.F.L.’s viewnatybe even the industry’s view -

on what G.S.T. scheme should operate. | am jigdttsf lost as to where that fits into

the picture.

Deputy G.P. Southern:

We just happen to have strayed on to that, but iNe@me back to the agenda that is
in front of us anyway. | mean, we are just expigrit for the sake of it, but we are
talking about substantial input into the organmatf the tax regime under which we

all operate in Jersey, and that seems to me qpidsvarful position for J.F.L. to be in.
Deputy A. Breckon:

In broad terms, the government’s idea of G.S.T. ma@sing tax, okay, so if there is
going to be exemptions, then they were kept to mirmim and the finance industry

have made a case why there should be exempti@peoial treatment.

Mr. M. de Forest-Brown:

Let us be very clear, you are confusing issues &leoait exemption --

Deputy A. Breckon:

What is this then? We have this down for debate.

Mr. M. de Forest-Brown:
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No, no, no. What is exemption? There are prodingtsare exempted and there are
businesses that collect the tax as agents. This@sumer tax and we are straying

rather away from it, and there is a little confusabout --

Deputy A. Breckon:

It is on Goods and Services Tax.

Mr. M. de Forest-Brown:
Yes, exactly, and there is confusion. If what yoe saying is: “Yes, we should have

taxed all of the financial services available harthe Island then --"

Deputy A. Breckon:
| did not say that.

Mr. M. de Forest-Brown:

| am slightly confused, because what we are sagnthe finance industry was
exempted from processing G.S.T.; not exempted f@®A.T., but exempted from
processing G.S.T., and that is a very importanfiedéhce. It is not that financial
products have been exempted versus food or chifdiiathes, it is the financial

industry was exempted from the processing of G.S.T.

Deputy A. Breckon:

Been given special treatment. Many retailers wdille to say: “Well, | will pay
£1,000 a year and that will be mine” so what | aayirsg is there was a lobby and
there was regulations that have done that, soukstipn was basically where has the

lobby come from and how has that happened? Thetese we have come back --

Mr. M. de Forest-Brown:

Let us the ask the question, because Rob mighatlm®nt on answering it, going back
to the detail, going back to the Fiscal Strategguprthat came up with the flat rate
scheme, whose idea was it? Who brought the id#zettable and suggested that we

introduce a flat rate scheme? Do you recall the¢tmg?

Mr. R Kirkby:
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No.

Mr. M. de Forest-Brown:

There was a meeting where everybody was debatenGtB.T. We came a long way
down the road with all the agreements, which is wiappeared at the last minute and
there was a debate. Steve Lowthorpe(?) came tméeting and before that meeting,
there was a previous meeting to discuss the issimethat debate, an individual said:

“This is ridiculous. This is going to waste morfey the Island, it is going to waste

resources, it is going to waste manpower. It isgto --” There was a whole debate

before it. You do not recall who that person was?

Mr. R Kirkby:
No.

Deputy A. Breckon:
But is that not the general issue of G.S.T. forrtess in the High Street?

Mr. G. Cook:

Can | raise 2 points of principle which | think \eee simply missing here in getting
down to the detail. One is that the finance inguptincipally is an export, therefore
if you apply overhead to it and additional taxes itothat other competitive
jurisdictions do not, you make it uncompetitive.hat is a very important point of
principle, and the arrangement that has been agyeeedrates significantly more tax
revenue for the States of Jersey than a convehtsmh@me would have done. So |
struggle to understand how you object to - as ympear to be - an arrangement that
generates more tax take for Jersey and providestegréenefit to Jersey than a

conventional scheme would.

Deputy G. P. Southern;
The figure that | have seen suggests that the spefigincial services locally would
generate around £7.5 million and that is the figagpproximately that you are using

with your scheme, so it is around the same level.
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Mr. M. de Forest-Brown:
Let us be clear, let us be clear. That would lsedafrom the consumer. It would be
raised from the consumer, so the financial ingting have chosen to pay that instead

of the consumer.

Mr. R. Kirkby:
The consumer would have been the Jersey residdimidoals, the population.

Mr. M. de Forest-Brown:
So let us be clear, the financial institutions paging what the consumer would have

had to have paid.

Deputy G.P. Southern:
But to suggest that you are paying over the oddstis-

Mr. M. de Forest-Brown:

No, no, no. The financial institutions are paywmlgat the consumer would have paid.
The consumer would have paid £7.5 million. Theafice industry would have paid
nothing. It would have paid not one penny. Congmado not pay. They collect the
money on behalf of the government from the consums@rinstead what we would

have is a situation where the financial institusicare paying the £7.5 million that
would have been paid by Jersey residents in tketstif you would like to revert that

system and get customers, the Jersey residenpgyt@n extra £7.5 million in tax,

then | am sure if you want to bring those propggaist would be hell, and we do not

see that as good business for the Island.

Deputy G.P. Southern:
Your point is well made and taken.

The Connétable of St. Brelade:
Chairman, can | just tweak back, if | may, to tigersda.

Deputy G.P. Southern:

Yes, please do.
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The Connétable of St. Brelade:

A couple of points. | mean, we started off withnte of reference and what | would
be interested to know, we have seen evolution ¢ertain extent. We had original

terms of reference when J.F.L. was set up. We lmmebably current terms of

reference now. How would you see future termsetdrence in view of the fact that

you are now moving perhaps into the Far East aatthat Jersey has markets out
there? Do you think there is mileage in changimg terms of reference to adapt to

modern day needs in the finance industry?

Mr. G. Cook:

| think it is always helpful to have a period ofleetion over the passage of time, and
determine whether those kinds of things are stidlaate, they are still fit for purpose.
| would say | do not think we have departed suliithy from the intent of the
original partnership agreement. | was clearlyaround then, but I did have a look at
the descriptor and just picked out a descriptiveesgce from the original partnership
agreement and it says: “Activities supporting th@npotion, diversification and
further development of the financial services indu% So while we might be using
slightly different language now, | think essentiiate core of what we do is still the
same. But | do agree with you, I think it is hibglperiodically to review how things
are working, how agreements are working and thingisevolve over time. You
know, Jersey has been a really terrific exampléhaf. It is a terrifically, | think,
resilient and agile community. It has shown itdighto reinvent itself many times,
you know, over very long periods of time and | thits finance industry is no
different. If you look back at how the finance ustry started, it was a simple
banking deposit for British expatriates leaving th&., going somewhere else in the
world. That was their primary offering. Todaygtldeposits that we have booked
here, 2-thirds of them are not in sterling. Theg 2ery diversified, in many, many
different currencies and different countries nowusd the world do business with
Jersey, so | think things like market developmertt focusing on where we are trying
to win business is something we need to be consglend the future of that also

needs consideration.

The Connétable of St. Brelade:
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That leads me to a question, really. Do you seeed in resource requirements

because of your presence in the Far East?

Mr. G. Cook:

Well, we are evaluating that the moment. There Ib@sn some very significant
moves by what we would term serious competitionif gou look around the world,
you have people like the City of London, who hawwvnopened representative
distribution offices in India, in China, in Europayr close and near neighbours, and
competitors, Guernsey, have opened a full timeceffn Shanghai. We understand -
we have not seen it announced yet - that the Diiancial services body will be
opening a network of overseas offices in New Ydcbndon and Hong Kong
sometime during 2008. But other up and comingsflictions are reputed to be
spending 16 million dollars, about £8 million oreithpromotion of budding activities
in 2008. So it is very much exercising our mintdtha moment. We have our plan in
place for 2008, it is a very full plan, a full pragnme, but do we need to keep
evolving as a jurisdiction in how we develop masiketThat is an open question that

we are currently discussing and reviewing integnatid researching.

The Connétable of St. Brelade:
Are we in a position to compete with very wealthydMle Eastern jurisdictions such

as Dubai for instance?

Mr. G. Cook:

| think we are, because | mean, they clearly haagpdockets, but Jersey has some
attributes that they do not have, but it is vegryimportant we get out there and do
not allow them to, if you like, occupy our spacéou know, if we were complacent
about that, they will take business share, they tale market share over time. But
Jersey has some things that the newer offeringsotlo We have a great history and
tradition of offering competitive financial servie¢hat now goes back over 5 decades.
We have talked a lot about it today, one of ouragrassets is the ability for the
various components of what you need to build a esgfal international finance
centre, here they work effectively together and tkanot always the case in other
jurisdictions. So we have, despite the ratheresddrnal press we have seen recently

in other areas, a very strong legal and judiciateay that is respected around the
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world. Those are things that you cannot createu dannot spend your way to those.
You can buy in knowledge and experience, but yowncawith longevity and case
history and reliability and stability and predidlai, but | do believe absolutely, you
know, with huge conviction that if we sit back amdt purely on our reputation in this
competitive world, we will go backwards, which isiyl think it is important that we

continue thinking afresh about the areas that yaue maised.

Deputy A. Breckon:

Just an issue on that, are you still in touch whih outside world and publications? |

have seen stuff that has been generated as weallewspapers, periodicals and

publications. Do you pick up anything that is salmbut Jersey and sort of respond to
that, whether it is good, bad or indifferent? [@whave that network?

Mr. G. Cook:

Yes, we do. Yes, we do monitor press reports bue Island. We employ a P.R.
(Public Relations) company in the U.K. to assistwith that, both in the U.K. and
internationally. An example would be very recentlywill give you a very recent
live example - there is a publication which is anliree publication called
Breakingviews.com. It is probably not a name you will be familiaithy or anybody
would regularly be expected to be familiar withchese it is a very bespoke and
targeted online publication. The people who forrtteat are exthe Financial Times.
They are very respected journalists. They starfethis new enterprise and it goes on
a private subscription basis to key figures in ¢lg and elsewhere in other financial
centres, opinion formers, and the idea is theytlyethews as it is breaking, ahead of
more conventional channels of communication. Tpieked up on the Liechtenstein
story very quickly. It was one of the first itertteey became aware of, and they
described Germany’s approach to Liechtenstein agme \speculating on the change
that that might drive. They incorporated Jerseyaitittle clutch of international
finance centres in a slightly negative way. It a0 implied: “Well, you are kind of
potentially associated with this kind of thing. $approached them, | did an
interview and we had that story taken down and thaye now rewritten and
relaunched it, and Jersey’s reputation has beeendetl and protected, because we
are differentiated from other international finamentres. We are a co-operative,

good neighbour. We are a responsible member of itibernational finance
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community. | have met recently wiifhe Times to do the same thing. | am meeting
with The Observer later in March. They have run a series - they BmelGuardian -
of rather unfavourable articles on a number ofrimggonal fund centres, including

Jersey, so | do see it as part of our role to noakecase, and explain the differences.

Deputy G.P. Southern:
Have you had any engagement with the US recentlsrins of the commission?

Mr. G. Cook:

No, we would not ordinarily make any direct appiues to governmental bodies.

That is Martin de Forest-Brown'’s role, but we dokpup on press commentary, so we
have spoken torhe Wall Sreet Journal about their reporting of that particular

activity. We spoken tdhe Economist, where we have had both very favourable
coverage in 2007 from one journalist, but from #d@mne publication, some less

favourable coverage, so we have spokemh®mEconomist. We have had a series of

meetings withThe Financial Times. So we do take, if you like, the capacity of very

influential opinion formers around the world velrisusly and do work at those.

Deputy G.P. Southern:

Can | take us on to accountability? In relationSiates funding, we have some
accountability. You referred to the 2005 partngrsiigreement; when finally that
arrived, it was overdue by 2005, | think. We tabout direction 26 requires relevant
and meaningful performance indicators. There h@nban area of promotion and
marketing. Can you tell us what your performancdidators are and how you

account of how well you are doing in that sense?

Mr. G. Cook:

I will talk a little bit about the general approaahd then perhaps invite Robert to
comment on it, and | think Martin’s also very irgsting view on which particular
kind of marketing is effective and which is not.utBn terms of the general thing
about the marketing, you know, how we measure ffectereness of marketing
generally, we do it in a variety of ways. All afimevents and activities are subject to
surveys and reviews, so one of our principle medmsarketing promotion is putting

on events, seminars, conferences. So if peoplescalong to these: their initial
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attendance to start with is an indicator of effeaiess, because if you think about the
audience that we are promoting to, they will inahly be around the world, they will
be structuring lawyers, they will be chartered artants who are tax advisors, they
will be wealth managers, they will be investmenhksa they will be private equity
houses. By and large, these are people whoseisiregpensive, and they will not
readily give that time unless they feel there immsaeal value and real benefit in
turning up to something and getting informationt ttheey are going to be able to use
practically with clients. So I think attendancedts are quite a strong indicator as to
whether your marketing is effective or not. Howewen the back of each of our
events, we do do exit surveys, and we test thefaation ratings of the attendees, and
we have set ourselves a minimum benchmark of aictye¥ or better in terms of
scoring, 7 out of 10 or better on those kinds afreés. So those are some sort of
primary means we do. On advertising in publicatjowe again take member
feedback, external third party feedback and we Haegun in recent times doing
independent research, having them researched bydapendent company to test
effectiveness, test whether the message has beeivad, whether it has moved
opinion, whether anybody is going to take any acbff the message. A very recent
innovation - it is not in our plans, but is somathithat | have been working on
building for 2008 - is to measure the commercidligaf our P.R. So generally, | am
sure you would agree, it is a commonly held vieat #ditorial coverage, journalistic
coverage is much more valuable than advertisingaliee you are paying for
advertising and you are paying to advertise youssage. If somebody else writes a
positive commentary about you or what you have fferan your products and
service, then that by and large is much more v#ualWe have just done a test
exercise with our P.R. company, and we just pickedonth at random for last year,
and on conventional industry standard measurememtgienerated around £140,000
of value in positive P.R. in one month last ye@he net effect of that of course is you
are getting that value you have to pay for for afisieg to get your promotional
activity out there. So we will be looking to do ramf that ongoing. That is a new
discipline that we will be introducing. Other wayge do try and test with members
whether they get commercial value out of our attjvbut that is a sensitive area,
because if members accompany us on a promotiorigdityc which they do in
significant numbers, whether they write commerbiaginess, whether they complete

business with new contacts is a commercially siesibpic and not one they want to
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readily share, particularly with their competitoBut | will give you an example. We
went to Kuwait in March last year for the very fitsne as part of the Middle East
promotional activity, and we experimented with nevays of doing business
development, so we have the classic conferenceminar that you invite people to,
you promote your message and engage in networkieg @and you build networks
and connections and then practitioners generalligvicchrough and go and visit those
firms. In addition to that, we did individual Misi to companies that we had
researched who we knew had very little knowledgel@fsey and do not do any
business with Jersey, and | know as a result (fethvisits that a flow of business has
opened up and Jersey firms are transacting withaftuwompanies where they were
not before, and the cash value of that activity hasn more than paid for by a
multiple and the actual entire cost of that trid/e have similar information for the
activity in China, where new AIM listings, new coaery formations have arisen as a
result of us making those connections for brands. AIM listing will generate fee
revenue for a variety of firms, there are seveirahd involved in the process, with
fees running into many hundreds of thousands ohgsuand again, a significant

multiple of the cost of putting that trip on.

The Connétable of St. Brelade:

Given that it is quite difficult to reconcile acagancy or accountability with
entrepreneurialism, do you see your role as J.#&slLbeing at all entrepreneurial or
would you rather step back from that and leave thaindustry and just act as a

facilitator?

Mr. G. Cook:

| think we have different roles in different contgxso if it is a mature market where
Jersey is well known, then | think providing a béap, so if we put an event or a
conference on, that enables a variety of firmsotm& along and network and promote
their particular brand and their particular servaféering. | would say it is less
entrepreneurial. That is more about care and ma@mce of making sure that our
marketing collateral and our brand is out theréhie marketplace and that supports

firms’ individual business development efforts.

Mr. R. Kirkby:
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Probably the U.K. would be a good example, wherelwesgular visits to the U.K. to

put a platform for our members to network.

Mr. G. Cook:

Can | finish the second half of the question, beeathere is a different kind of
activity which 1 think is important, and it perhajgsmore in the groundbreaking area.
Because we are not selling business directly, wenat seen quite the same way as an
individual firm, and because we are representinguenber of financial services
industries, it does raise the whole game and wbafte So if we go to a jurisdiction,
we can often gain entry to forums and opportunitied an individual firm could not.
So if you want to develop a new market, going tteerd building awareness of what
we do is much easier for an organisation like duesethan it is for an individual
member firm, because they are having to establishtwey are, their credibility, their
product set. We go and can provide a much morstantive promotional backdrop
and information on our jurisdiction and we gain tmugore ready access, so | think if
you try and develop new markets | think there isoke for us to be a bit more
entrepreneurial in terms of, if you like, breakimgw ground to allow firms to come in

behind us and we do get asked to do that quitelaylérms.

Deputy G.P. Southern:

That is as a body representing the industry ordy bepresenting the Island?

Mr. G. Cook:

| think it is both. | really do not think you calivide them, you know. Our industry
will not be successful unless it is engaged withldiand community. We will not get
people to come into the finance industry and waok it; we will not get our
government to support us; we will not get the eegaent that we need. You cannot
divide them up into neat chunks or delineate thevimu know, the Jersey finance
industry is dependent on its host, and all thesernational brands that are here are
dependent on the co-operation and goodwill of theeghment and the people of
Jersey for it to be able to function and to be essful. So when | go out and promote
I have in mind that we are promoting Jersey, thermational finance centre, and |

make no division or demarcation in my mind abougthier that is the Island of Jersey
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or whether it is a particular finance firm. We @aremoting the same objectives in the

same manner.

Deputy J.A. Martin of St. Helier:

When you say that, | fully understand that it ischi separate the Island off from the
industry, because people who have heard of Jerseydwknow it has a finance
industry. Just an aside, | was in Edinburgh on &.£ (Commonwealth
Parliamentary Association), and | was very shocked big countries in Asia and
Pakistan had never heard of Jersey and as youhsag, is a lot of places we need to
be and | was quite shocked at that, and even tpeegentative of Canada and
Australia did not know what our industry was. Boy question, when you say the
whole of the industry, obviously not all the indysor individual firms subscribe to
Jersey Finance, but you must, as Jersey Finanaajtgbere and represent the whole
of the industry, so what gives the incentive far tithers to start subscribing, because
if there is a need, if we said to you today: “Rigiere is another £2 million in the
pot” if it is from us or from the industry: “Can ygromote another and double what
we have in the bank of the trust funds?” | knowattis very simplistic, but what gives
the rest of the industry the incentive when babicgu are doing it, we are doing it,
we are giving you money, you are doing it? Obwvipy®ou cannot make them all
subscribe, but | presume you do promote forwardwhele of the industry, whether

they subscribe or not.

Mr. G. Cook:

We do. | mean, if you are not a member, then youat get access to some services,
because obviously there is a cost attached to Hmehwe require people to subscribe
to get access to them. But no, we do not distsigaind present things in that way.
We are promoting Jersey'’s entire finance industiy the Island of Jersey. We have
a very high penetration rate of the universal pidénve believe we have a very high
penetration, a very high proportion of firms do gogt us and do come after us and do
support us. So we have never really seen thah &ssae or a problem, and what we
generally find is that large numbers of firms davel with us, and those who are
internationally branched will invariably send reggatatives from their own country
operations along to our events. So again, we doreally have those sort of

demarcations in our minds when we are trying tonmte and do the best we can for
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the finance industry.

Mr. R. Kirkby:
We have 170 members, which as you rightly say tstm® full finance industry, but
we do believe we have of that 170 members, thatage than 11,000 employees of

the finance industry, given we have about 12,508,\very significant.

Deputy J.A. Martin:

It is quite large.

Mr. G. Cook:

Something | should say, you know, of the balancgpad number of them will be
support services, so they are marketing internalljersey to the finance industry and
supporting it with various types of services, seréhis really little benefit or margin in
them going around the world and promoting theiviser elsewhere, because they
have geared it to local supply.

Deputy A. Breckon:
Can | ask, Geoff, do they share with you what thneght be doing as individuals, like
Barclays, who they might be targeting or do thegrk#at --

Mr. G. Cook:

They do. | mean, again, as an example, when we teeindia for this sort of fact-
finding promotion to prepare the way for marketrgnt visited a number of firms in
Jersey who freely volunteered their in-country awtions, but they always do that on
the understanding that we will respect confideityiaso we never share individual
introducer information that comes from one firm lwither firms. We respect the
confidentiality. When we go and do these visitéinms, we are very careful to build
on those sort of internal connections. But | thimk and large the firms here do
accept that if we work collectively, we are morengoful in our combined efforts
than any individual firm can be on its own, no reatiow strong its brand. So they
are by and large, the big firms, very supportivel gve us information, give us
contacts and help us build a platform for promotasrwe go round the world. So you

mentioned Barclays, Barclays did that before | waritto India.
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Deputy A. Breckon:
Would they share with you the fact that they wengeting an area or their clients
with a product, would they share that information?

Mr. G. Cook:

They do do that. They do come to us and say: “Yéedaveloping this.” | had one
yesterday. A firm came to me yesterday, they axeldping a particular area of the
world that not too many other Jersey firms seenbeoinvolved in yet, and this
gentleman was saying: “It really would be greatdti felt there was market potential
and we will get more firms involved.” Because duyare an individual firm going
into market territory that is not familiar with 3ew, it is Judy’s point really, if you are
not well-known, it is hard work, so if your promatial body can come in and raise
awareness levels and get a comfort level aboutyibe of jurisdiction you are, you
are well-governed, you have good corporate govemayou are reputable, you have
a whole array of different products and serviced imnything goes wrong, there is
very strong regulation to protect and there aredgaws that have gone through a
proving process over many years, it gives comforthe potential investor that there
is a good backdrop that this is safe and secumotbusiness with. So individual
firms do not tend to kind of deal with this and dhdl all into themselves. They are
keen for us to try and help them open the marketang accepting that their
competitors will come in with them. It is a vegrde market potentially, therefore

they will all benefit if there is a greater mariemnetration.

Deputy A. Breckon:

Can | just come back to some basic boring stuffafdit, the actual funding, do you
have a system where, say on a quarterly basigjcaréunded quarterly or annually,
do you have to tick the boxes on a quarterly b#ssugh a reporting structure back

to E.D. (Economic Development), or is annually?

Mr. G. Cook:
Well, | will ask Robert to comment on corporate gmance and Martin as well, but
we have real time supervision, because we havatesStnembers on our board, so we

produce monthly reports to our board on progressnagour business plans and we
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provide very regular financial reporting informatioSo it is an extremely transparent

and very immediate feedback.

Deputy A. Breckon:

The nominees are from E.D.?

Mr. G. Cook:
Pardon?

Deputy A. Breckon:
The links are --

Mr. G. Cook:

The Assistant Minister of Economic Development eitsour board, Geoffrey Fisher,
and Matrtin is the Accounting Officer, so you haveey prominent members of the
E.D. who are there, if you like, in real time supging what we are doing. | am

going to ask my colleagues to comment on the catpayovernance.

Mr. R. Kirkby:

In terms of the grant in 2008, we are going to irecehe grant in 2 tranches, 1st
January, 1st July. We do quarterly managementustspowhich not only go to the
board members, of which there is 2 States membaeatsthey are also sent to James
Dickson, who is the Economic Development accoundéaat Finance Director, so he
has real time access to those accounts and heieklup the phone and ask if he has
any queries about that and we would talk aboutethdd/e also have pretty stringent
internal procedures in terms of what happens wih money, not just the States
money, but obviously our members’ money, because hage a number of
stakeholders, and those are around if we diveiga the business plan by more than
say £6,000, then it requires 2 executive directidrg;is more than £30,000 then it
requires the whole board approval. We have presessplace for things as actual
spend, so cheque signing rights et cetera arestengent. We are under a very strict
obligation, because we are a non-profit organisatio make sure that we are
spending the money wisely and have sufficient ptaoes in place. Martin, do you

want to add anything?
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Mr. M. de Forest-Brown:

| do not think so.

The Connétable of St. Brelade:

You mentioned, just going back really in terms dfaivAlan was saying, you have
your subscription from members, and effectivelyt isethe user pays side of things.
Do you see that formula changing in any way or @peleveloped as business changes
and perhaps certain firms will have more involvetnem overseas visit and derive
more benefit? Do you see that there will be migeagthose firms contributing to a

greater extent to the cost?

Mr. G. Cook:

Well, we are doing it already. So if we are gotbogan overseas activity that has a
significant cost attached to it, so, you know, @m& parts of the world, you can join
major conferences, major gatherings, where you tetgke a trade stand and there is
a reasonably significant cost in attending. Fasthvery large areas or activities, we
would invite member interest in supporting and tpay an additional payment over
and above their membership subscription fee tmatt® help us defray the costs. So
if they get a very particular benefit, a very pautar exposure for their brand, they do
pay more. So | think last year - and Robert wélldhme out - but | think we raised an
additional £100,000 or more of revenue through thetivity and similar related
activities. In recent times, if we have been isitaation where we have just not had
the budgetary capability, we have done a littledbitnodest charging for activities.
There is a limit to how much of that you can dou ymow, if somebody is already
paying a membership subscription and then to coatitio sort of layer charge after

charge on top of that is not realistic or perhaps f

The Connétable of St. Brelade:

Are the subscriptions based on the number of enegls’y/

Mr. G. Cook:

Yes.
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Mr. M. de Forest-Brown:

Yes, they are.

Mr. G. Cook:

That is the best measure we felt we could findaftordability and benefit.

Mr. M. de Forest-Brown:

So there is a degree to which the larger firms paye anyway and the larger firms
are the ones who are more likely to be interestedniernational expansion, as
opposed to a purely local firm, so there is a ebdost correlation or membership fee

correlation in that respect already.

Mr. R. Kirkby:

For some of our events, an example last year, we weSuper Returns, which is a
private equity event, some members were payingd£2¢d £3,000 just to attend that
event with us, so | think the overall costs forségrFinance in the event was less than
£5,000, but the total gross cost without those nestbp contributions would have

been over £25,000, so it is used to defray thesigatficantly.

Mr. M. de Forest-Brown:

On a recent trip to China, there were firms theh® wresented as part of the Jersey
proposition, and that they present there withowirttown brand, so those are
individuals giving their time and they were not mted as whichever firm they
were, they were simply specialists on the stagesegmtng the Jersey options or

services or products.

Deputy G.P. Southern:

Our set up for Jersey Finance is a public/privamatmnation. Can we just talk about
how that compares with our jurisdictions? We aftero hearing about other
jurisdictions that are putting this much into prdmg. How do you see that
developing and what is the situation, becausenktidayman promotes itself almost
entirely through private funding; Guernsey, | think supposed to be entirely public,
although | think they are debating it again. Haowou see the balance?

34



Mr. G. Cook:

There is a range of models. | think the public/gie partnership has been particularly
successful, because you have the key stakeholdrs\wommon interest in the same
activity, so that way, | think you get the engagatrend support of your commercial
firms, but you also get the keen interest of yoowegnment stakeholder in terms of
ensuring that is done effectively, it is done ceféectively, it is done efficiently, and
you get, | think, a greater partnership and a greéaw of information going between
your industry, your government and your Regulatdrthink it is a much better
conduit, because you do not have quite the sanet ¢é\demarcation you have where
these things are done entirely independently of amather. So | see it as a great
positive. People have done, not studies on thiskéy figures who move around the
world and have contact with the various internaldnnd centres have commented,
there is a Canadian law firm called Stikeman Ellwho have said that they believe
that Jersey Finance is the most effective inteonati finance promotion body and
have cited one of the reasons as being the fastatpublic/private partnership. In
terms of what we spend relative to other jurisditéi, you may well have attempted
that research. We have certainly attempted itiargdextraordinarily difficult to get
at. It is really difficult to find. 1 do not thiknwe are out in there in front in terms of
what we spend. | mean, if you took the Isle of IMebose neighbour, they revamped
their funds regime in 2007 and that is just oneaef their finance industry and they
had the amount to spend of £548,000 just to reladineir funds offering. We have
mentioned already the kind of Middle East compaaigs deep pockets, but that does
not alter the fact that we have to compete witmthé¥ou know, if they are spending
£8 million and £10 million and £15 million to promectheir finance centres, then that
is a lot of firepower. But there are other waysm¥festing more value. | would say
that some of those is being able to get into markeire often than we have been able
to. So if you took the Cayman, the example yoseawithere, they are a little bit ahead
of us in Asia in one particular sector in the funoiscause they have gone more often.
They are in Hong Kong about every 8 weeks, and usscaf that, again, it is this
familiarity thing. You know, if you are there réamcing your message, reminding
people about what is happening, what the latestldpments are, you are reinforcing
your message. If you go once a year, you cre&iadhof peak of interest and then
gradually that comes down the curve on the othes and gradually falls away over

time. If you just reinforce, so we try and reirderby encouraging our members to
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follow up, by sending in e-marketing material, vemd the Finance Update out, which
is a half-yearly publication, via email to the daae of international networks and
people we have met. So we are very appreciatitheofrant that we receive. There
is a lot of competing sources for funding from gaowveent, but | do not feel we are
out in front - you know, the feeling we get in teymf what other people are doing -

we are out in front in any shape or form in terrheetative levels of spend.

Deputy J. A. Martin:

As you say, we are looking at the funding, isghtj is it not enough? When you are
talking about it is hard to find out about otherigdictions, is there not a measure of
the size of population, the size of funds, whatytepend? | mean, comparing our
million to the £16 million from Dubai, what is imeir fund? | mean, is that public

knowledge? | know it is very hard, we are not ihre with their money, they are in

more places, but realistically --

Mr. G. Cook:
Yes, | do not think population, to be honest, wowlatk as a sort of a proxy for per

head spend because --

Deputy J.A. Martin:
Okay. Well, then funds, investments against tiendp

Mr. G. Cook:

Yes, | think rates of growth and increases in pabfiity, | think they are all good
measures. No one in isolation, | think, gives ylo& answer, but | think a basket of
measures is helpful. So I think the rate of groatlour deposit book and our funds
book compared to other jurisdictions is a good prax to whether you are achieving
value in terms of your spend and your activity; goali getting a payback? We
compare very favourably in terms of rates of growthhink things like productivity
per head of your finance and industry populatiod aanking that against other
financial jurisdictions, that is going to be a dnivof tax take, so from your point of
view, determine are you getting a decent paybacktheninvestment? That is
probably quite an important figure. Those are sbes of things that we review

periodically with E.D. and they are covered oftle States statistical unit prediction.
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| think there are some measures of a wider indieatature. | think you cannot make
the very direct correlation, the precise sort afaficial calculation or accounting

calculation, but there are some indicators, definit

Mr. R. Kirkby:

| think your point about do we require more fundihghink we believe that having

representative offices elsewhere would be veryulisefd is almost becoming a
crucial thing with Guernsey, with China and Londand Dubai, and to have a
representative office would cost a considerable tath@f money per each office.
That would require additional funding and probalbtyuld derive a significant benefit

to the Island in terms of as you found in Edinbuyrgist raising that awareness is
certainly something we find in China, for exampidere awareness is quite low of
the existence of the Island. So there is somefibehthink, in looking at increasing

the funding.

Deputy G.P. Southern:

The balance of the funding?

Mr. G. Cook:

Well, 1 think personally we are just too hung uptbat, really. | think we do not have
that sort of demarcation in our mind, as: “We wgitlend this type of pound on this
and the other type of pound on another activitytdu are trying to achieve some
broad objectives which are about advancing our etaskare. That drives economic
growth. That drives improved tax take and we yeddl not take it down to that kind
of granular level, because you spend a huge anmufutimne on internal accounting
trying to work out which particular pound had whigarticular effect, and you then
build internal bureaucracy and you start spendiogrygrant and your membership
subscriptions on internal accounting, internal husgacies, rather than spending it on
trying to generate a good reputation for Jersewiir, our market share and then the

flowback of that in terms of economic benefit aaxr take.

Mr. R. Kirkby:
| think one way of advocating, let us say an adddi £1 million, for example, if an

additional £1 million generated an additional £4dliom to £50 million of tax
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revenue from the States, then that would be aredioly worthwhile investment and
certainly a large return, and that is probablyvlag to look at, rather than measuring
it against member contributions, because not oolyn@mbers contribute financially
in terms of the £450,000 fees and subscription®ar, ythey contributed last year
around £100,000 for an ad hoc event attendancg,alse contributed, in terms of
technical developments, probably in excess of £Riomiof free time. Then in

addition to that a lot of the firms, especially tinél to large firms, have a significant
marketing budget themselves and that is spent ttications, trips, et cetera. So
when you look at the size of the actual industrytdgbution it is incredibly

significant. But the way | would measure it, ifuyare looking to increase the grant,
which would be fantastic, would be what will growates revenue, what will that
allow you to do in addition. It will allow you tionprove public services, et cetera. |
believe personally that such a small investmeny, 84 million or such like and

growing it by £20, £30, £40 million would be a vevgrthwhile investment.

Deputy G.P. Southern:
But then you could argue that extra £20 £30, £40amiis either 20 per cent, or in
the future, 10 per cent of what is a profit foriindual companies. Proportionately

who gets the benefit

Mr. G. Cook:
It is kind of a circular argument. If you do nadrgerate the profits you have nothing

to tax.

Mr. R. Kirkby:

The other argument really is that it is cruciatémember that all the businesses in the
Island in the finance sector are highly mobile basses and if they find that other
centres are supporting them more strongly theymake greater investments in those
other centres. So, for example, if they feel Gaeynwas supporting them or Cayman
or Bermuda or Singapore or Hong Kong, they wilttstia shift their infrastructure and
their businesses. So they need to feel suppoxstegbernment as well. They need to
feel -- and Jersey has done a fantastic job recemtterms of stability of the tax
position going forward and controlling spending aidthat has really encouraged

inward investment. But alongside that it is abaatual real visible government
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support and if they see government supporting ea@dit money to the finance

industry they think: “Great, it is a solid basebtald on.”

Deputy G.P. Southern:

That argument has been rolled out very successfulliye U.K. recently. | am aware
that we are having a chat and we could be heréasll but we must be building
towards a finish at some stage. To what extentyate concerned about internal
promotion as well? You talk about having the suppb the Island, the support of

people of the Island.

Mr. G. Cook:
Yes, | think that is very important.

Deputy G.P. Southern:
Do you do publications in theE.P. (Jersey Evening Post) supplements? You do. To
what extent are you concerned with issues likeskiés gap in the skills base? Does

that take a portion of your time?

Mr. G. Cook:

Yes, we have a standing Education and ResourcekigoGroup and that has
worked on a number of fronts. We have worked guéel on education in terms of a
contribution to community engagement, so we haueaedoork in schools, we have
supported, along with other organisations, findncepability qualifications being
introduced into the curriculum to try and help pleope better equipped to handle
finance later in life. We have been involved wilie production of the Financial
Services Foundation Degree in Jersey, we have dhedppport that. So we have
played a supporting and facilitating role, prindipan the area of education, to try
and improve skills supply, address skills gaps arsd leave people in a better
informed position. We are not trying to proselet® convert people or preach to
people about finance, but we would like folks whagimh be considering career
options to at least have the facts on the tablewsmtrstand what finance really is,
and what the opportunities really are. To manyngpfolks it is, you know, a boring
job, sitting behind a bank counter dishing cash oBecause that is all they see of

finance. They do not see what else can go onavé lworked as a cashier and it is
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quite an interesting job because you meet a Igbemiple, and if you like meeting
people - despite the glass - it can be quite asplggob. But they can build careers,
international careers, from Jersey and we are tmpkeally to try and encourage
home grown talent to consider finance as one of thtions in terms of career

development.

Deputy G.P. Southern:

Can | just throw this at you, just to get your teat, Financial Direction 5.4 and
Article 6.2 says: “In general money should not bsamled to individuals or
organisations who have sufficient funds themsetaedsance the particular activity.”

That certainly applies to the finance sector avaley how do you react to that?

Mr. G. Cook:

| am afraid | would not agree with that assertionterms of the comment you have
added to the statement. Finance firms in Jersey, lyave to remember, are
international brands. They will be driven whereeithcustomers want to flow
business. So their primary responsibility andrtipeimary spend goes on their own
brand, not on Jersey. It you look at our orgarosat now many of them are in
multiple jurisdictions. So the same firm has arespntative office in Switzerland, in
Singapore and in Dubai, and they will become ingiregly agnostic over time to
which particular jurisdiction business is bookeWhat they are doing primarily is
promoting their brand, and they spend already raiges of money on that. So |
think you have to draw a distinction between prangptlersey as a brand in a
jurisdiction, which is what we do, and | believe de it with a passion and | believe

we do it effectively. | think we provide tremendovalue for money in doing that.

Deputy G.P. Southern:
Are you saying without the input from State fundiBgnk X International will not

have an interest in promoting business in Jersejyd®@ank X Jersey branch?
Mr. G. Cook:

I think it would see the government here as beggs Icommitted to its principal

industry and its principal source of revenue.
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The Connétable of St. Brelade:
Do you think there is capacity for the Governmendersey to be spending more as a

contribution to Jersey Finance?

Mr. G. Cook:

There are things emerging which 1 think we shoutédconsidering doing, some of
which Rob as already touched upon, and | think gould make a compelling
business case for doing more and having a fundicgease to a degree. That is
something that we are working on internally at thement. We have to look after
today while we are building tomorrow. It is vergiportant in any walk of life, in any
organisation, if you are purely focused on today you do not think about tomorrow
eventually your model will run out of steam and ywili run into problems. But |
think our approach will probably be more -- rattlean saying: “Right give us a
significant increase in our grant and we will gadatecide what to do with it” we
probably will come forward with specific proposallsout specific activities that have
some kind of measurable benefit attached to thematice a business case.

The Connétable of St. Brelade:
Perhaps an office in India or something like that?

Mr. G. Cook:
That is certainly one of the areas that we arevalgtiooking at at the moment as to

whether we should make a specific recommendationtadverseas representation.

Deputy G.P. Southern:

Certainly Financial Direction 5.4 will indicate théne business plan better be locked
in there. Yes, okay. Thank you, that has beemtenesting hour and a half. More

interesting than perhaps | expected. But anytthiag) you would like to add that you

think we have not touched on, any point you migahtto make?

Mr. G. Cook:
No, we are just very appreciative of the opporgutotcome and explain what we do.

Deputy G.P. Southern:
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In which case | thank you all.
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