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BILLET D’ETAT

TO THE MEMBERSOFTHE STATESOF
THE ISLAND OFGUERNSEY

I have the honour to inform you that a Meeting of the

States of Deliberation will be held at the ROYAL COURT

HOUSE,on WEDNESDAY,the26thJuly,2000,at 10 a.m..
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STATESOFGUERNSEYADVISORY AND FINANCE COMMITTEE

ANNUAL REPORTOFTHE GUERNSEYFINANCIAL SERVICESCOMMISSION

ThePresident,
Statesof Guernsey.
Royal CourtHouse.
St. PeterPort,
Guernsey.

15th June,2000

Sir,

ANNUAL REPORT OF THE GUERNSEY FINANCIAL SERVICES
COMMISSION

I enclosethe Annual Report of the GuernseyFinancial ServicesCommissionin respect
of theyearended31st December1999.

Section6(1) of the FinancialServicesCommission(Bailiwick of Guernsey)Law, 1987
providesthat:

The Commissionshall, as soon as practicable in each year, make a report to the
Committeeon its activitiesduring theprecedingyear; and thePresidentofthe Committee
shall, assoonaspracticable, submitthat reportfor considerationby theStates.

Section 18(2)(b)providesthat:

‘Theaccountsof the Commissionshall be ... laid before theStates,in thesamemanner

asthe accountsofa committeeoftheStates.

In accordancewith the decision of the States on 27 May 1999 (Billet d’Etat XI for
26 May 1999) it is the duty of the Advisory and FinanceCommittee to report to the
States on the appointment of external auditors, together with appropriate
recommendations,at thesametime as annualaccountsof Statesentitiesare submittedfor
formal approval.

The Committee,after seekingadvice from the StatesAudit Commissionas requiredby
theStatesAudit Commission(Guernsey)Law, 1997, recommendsthat the Statesappoint
thefirm of BDO GuernseyLimited as auditorsof the accountsof the GuernseyFinancial
ServicesCommissionfor the yearending31 December2000.

The Advisory and FinanceCommitteerecommendstheStates:

(1) to notethe Report;



734

(2) to approvethe accountsof the GuernseyFinancial ServicesCommission
for the yearended31st December1999.

(3) to appoint the firm of BDO GuernseyLimited asauditorsof the accounts
of the Guernsey Financial Services Commission for the year ending
31 December2000.

I havethe honourto requestthat you be good enoughto lay theReportbeforethe States
togetherwith appropriatepropositions.

I am, Sir,

Your obedientServant,
L. C. MORGAN,

President,
Advisory andFinanceCommittee.
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I

GUERNSEY
F I N A N C I A L

S E RV I C E S
COMMISSION

The Commission’sobjectiveis to provideeffective,professional

supervisionand modernregulation of

thefinancesectorto thehighestinternational standardswithin a

diverseand innovativeenvironment.

The Commissionhasgeneralpowersofsupervisionand

development,including responsibilityfor thepreventionof

economiccrime. It also hasstatutorypowersto enforce

compliancewith themanylaws regulatingthe conductof

financial businessin Guernsey.In exerciseofits generalfunctions,

the Commissionmaytakeinto accountanymatter which it

considersappropriatebut shall in particular haveregardto:-

• theprotection ofthepublic againstfinancial lossdue to

dishonesty,incompetenceor malpracticeby personscarrying on

financebusiness;and

• theprotection and enhancementof thereputationof the

Bailiwick as afinancial centre.
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Commissioners

Laurie Morgan
President,States,ldvisoryand FinanceCommittee

Presidentof the Committee,Mr Morgan is

cx officio chairmanof the Commission.He

was,for twenty years, a senior executiveof a

Guernseybank, retiring asmanagingdirector

in 1993.He enteredpolitics in 1988 as a

People’sDeputy. Duringrecentyearshe has

beenpresidentofGuernsey’sSocialSecurity

Authority and vice-presidentof the Committee,

beingelectedits presidentin 1997.

Mel Carvill FCA, ACII

ChiefExecutive,Generali Group, Guernsey

Mr Carvill is a pastpresidentof the

GuernseySocietyof Charteredand Certified

Accountantsand the InsuranceInstituteof

Guernsey,and hasservedon the working

group reporting on pensionprovision for the

self-employedand proprietary directors,the

InsuranceLaw Review Committee, the

PensionsSteeringGroupand the Insurance

SectorPolicy Advisory Group.He is a

Fellow of the Instituteof Chartered

Accountantsin Englandand Wales, an

Associateof the CharteredInsurance

Instituteand a CharteredInsurer. He is a

director of financial servicescompanies

incorporatedin Belgium, Guernsey,the

Middle East, the United Kingdom andthe

United Statesof America and is presidentof

the GuernseyAssociation of PensionFunds.

John Hallam FCA

FormerPartner, PrmcemvaterhouseCoopers

Formerly a partnerwith

PricewaterhouseCoopers,Mr Hallam left

thegroup in 1999 having beenwith it for

nearly thirty years.Most of this periodhad

beenin Guernseywhere he wasthe partner

in chargeof the office hutprior to that he had

beenwith the firm in Jamaica,Canadaand

Bermuda.He is currently a non-executive

director of a numberof financial institutions

involved in banking, insuranceand

investmentmanagement.He hasservedas

vice-presidentof the GuernseySociety of

Charteredand Certified Accountants,

Secretaryand Treasurerof the Guernsey

International BusinessAssociation,a member

ofthe committeeof the GuernseyInsurance

CompanyManagersAssociationand on

variousother bodiesassociatedwith the

businessand public life of Guernsey.

Nigel Carey LL.B

Advocate,Carey Lang]ois

Advocate Careywasadmitted asa solicitor

of the SupremeCourt of EnglandandWales

in 1974 and asan advocateof the Royal

Court in 1975. He hasbeena partner in

Carey Langloissince 1 976 and waschairman

of the GuernseyBar from 1997to 1999.

He is a non-executivedirector of a number

of collective investmentfund companiesand

fund managementcompanies,including a

numberengagedin venturecapitalactivities.

Leslie Priestley TD, FCIB, FCIM,

CIMgt, FRSA

Chairman, ~AAPenstonScheme

Mr Priestleyhasbeeninvolved in banking for

forty years,holding senior appointmentsin

both Barclaysand TSB - finally aschief

executive,TSB Englandand Walesplc and a

director of the TSB Group.During his career

he was SecretaryGeneral,Committeeof

London Clearing Bankers;memberof the

Monopolies & Mergers Commission; a

director of the Civil Aviation Authority and

LondonElectricity plc; an adviserto Touche

Ross& Co.; and a Visiting Fellow at Bangor

University. Currently, he is chairman ofthe

CAA PensionSchemeand a director of

PrudentialBankingplc, PinnacleInsurance

plc andother companies.
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Directors

Peter Crook FCIB

Director Genera]

A Fellow of the CharteredInstitute of

Bankers,Mr Crookjoined theBankof England

after a spell asanofficer in the British Army.

He workedin severalkey areasofthe Bank,

includingtwo yearsasa private secretary

to the Governor.He worked in Banking

Supervisionfrom 1979,until secondedto

the CaymanIslandsasInspectorof Banks

and Trust Companiesin 1986 underIMF

auspices.He wasappointedSuperintendent

of Banksin Guernseyon completingthis

secondmentin 1989 and Director General

in March 1997.

Talmai Morgan MACantab, Barrister

Director ofFiduciarySerm’icesand Enforcement

Mr Morgan read Economicsand Law at

CambridgeUniversitybeforequalifying as

a barrister in 1976.He held a numberof

commercialand advisory appointmentsin

London beforemoving to Guernseyin 1988.

He worked for Baringsfor six years,before

movingto the Bankof Bermudain 1994 as

managingdirector of BermudaTrust

(Guernsey)Limited. In January1999 he

joined the CommissionasGuernsey’sfirst

Director of FiduciaryServicesand

Enforcement.

SteveButterworth FCA, ATII, CFE

Director ofInsurance

A charteredaccountantand an Associate

of the Instituteof Taxation and Certified

FraudExaminer,Mr Butterworth hasbeen

connectedwith the insuranceindustry since

1973 when he becamecompaniesmanager

of anaccountingfirm in Grand Caymanand,

subsequently,financial controller of an

insurancegroup in the Seychellesfrom

1977to 1981.He wasappointedDeputy

Superintendentof Insurancein the Cayman

Islandsin 1982,Superintendentof Insurance

in Guernseyin 1986 and Director of

Insurancein 1997.

Nigel Taylor MSI

Director ofInvestmentBusiness

Mr Taylor joined the Bankof Englandin
1958,working in variousdepartments

butmainly in ExchangeControl from 1966.

He visited the ChannelIslandsand the Isle

of Man regularly to adviselocal institutions

on exchangecontrol matters.He was

secondedto Bermudaas Controller of

Foreign Exchangein 1 972 and to Botswana

asAdviser in 1982.He returnedto the Bank

and from 1985 wasManager,Financial

Marketsand Institutions Division, advising

on regulatoryissuesin connectionwith unit

trusts,pensions,insuranceand investment

trusts. He wasappointedSuperintendentof

InvestmentBusinessin 1988 and Director of

InvestmentBusinessin 1997.

Philip Marr MSc (Econ)

Director of Banking

Mr .Marr graduatedin Economicsat the

University of Hull in 1968 andjoined the

Bankof Englandafter a postgraduatedegree.

He wasEconomic Adviser to the

Governmentof Bermuda from 1974 to

1977 and enteredBankingSupervisionon

his return to the Bank. He wasappointed

Adviser to the Bahrain MonetaryAgency

from 1982 to 1984. He wasmanagerof

severalgroupsof banks in Supervisionat the

Bank. After a secondmentto HambrosBank

in 1988-89he was Manager,On-Site Review

Teams.He wasappointedSeniorManager,

Enforcementin 1995 and joined the

Commissionin June1997.

Peter Moffatt MA (Oxon)

Director ofInvestmentBusinessDesignate

Mr Moffatt joined the OverseasDepartment

of the Bankof Englandin 1968. International

work involved liaison with EC institutions

and theBankfor InternationalSettlements.
He wasa supervisorduring the 1970sand

later becameSecretaryof theCity Capital

Markets Committee.l.eavingthe Bank in

1987, hebecamea complianceofficer in
investmentbankingwith PaineWebber

and JPMorgan and latterly in investment

managementwith JohnGovettand

Framlington. He hasservedon legal and

regulatorycommitteesof the Associationof

InvestmentTrust Companies,theAssociation

of Unit Trustsand InvestmentFundsand the

Financial ServicesAuthority.
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Chairman’sStatement

All parts of thefinance sectorprosperedin 1999whilst,
over theyear, employmentin the sectorincreasedby 6%.

This is an impressiverecord and it appearsthat 2000
will be equallysuccessful.

Oneof theCommission’slong-

standingpolicieshasbeenfor its

regulator~’andsupervisorystandards

to continueto meetthe highest

internationalstandards.The

developmentof the Commission’s

activitiesin areassuchas theregulation

of fiduciary andadministration

businesses,thepreventionand

detectionof economiccrime, together

with a more visible role in fostering

educationandtraining, underlinethe

scaleof this policy. The Commission

hasalwaysappliedthe highest

standardsof regulation.This remains

its objectiveandthereis everyreason

to believeit will continueto meetthe

higheststandards.

It is now well documentedthat

the Commissionemergedfrom the

1998 UnitedKingdom HomeOffice

Review of FinancialRegulationin

the Crown Dependencieswith a

vindication of its standardsand

ambitions.The Reviewreport

(colloquiallyknown asthe Edwards

Reportafter its author,Mr Andrew

Edwards)wasan endorsementof both

the Commissionandthe financesector

in the Bailiwick. However,asI stated

in last year’sAnnual Report,we

cannotreston our laurelsif we wish to

retainourgood reputation.

Seriousconsiderationwasgiven to

theconclusionsof theReviewreport

throughout1999.Whereit hasbeen

agreedto takethereport’s

observationsandsuggestionsforward,

theCommissionhasmadeadjustments

to its policies. Legislation,where

needed,will be put beforethe

Bailiwick’s legislaturesduring 2000

and2001.

The Commissionalso engaged

fully in internationaldiscussionson

mattersrelatingto financebusiness.

For thatreason,it welcomedan

approachin 1999by theG-7 Financial

Stability Forumfor informationon

financial regulation,international

co-operationandanti-money

4
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Chairman’sStatement

launderingsystemsin theBailiwick.

TheCommissionwaspleasedto

respondto theForumandis

committedto providing all possible

assistanceto thatbody. Indeed,the

Director of Insurance,in his role asthe

chairmanof theOffshoreGroupof

InsuranceSupervisors,madetwo

presentationsto theForum in 1999, in

Base!andSingaporerespectively.

In May 2000 theForumvindicated

theCommission’spolicieswhenit

judgedGuernseyto be a Group1

jurisdiction. In all, forty-two financial

centreswith significantoffshore

centresweredivided into oneof three

categories,with Group1 beingthe

bestcategory.This meanstheForum

considersGuernsey(alongwith Hong

Kong, Luxembourg,Singaporeand

Switzerland)to havealegal

infrastructure,supervisorypractices

andalevel of resourcesdevotedto

supervisionandco-operationrelative

to thesizeof its financial activities.

Proofof theCommission’scommitment

to co-operationcanbe seenin statistics

whichhavebeencollatedfrom

1 January2000. Fromthatdateto

19 May, theCommissionmade 597

contactswith foreignregulatoryand

law enforcementbodies.

As evidencedin theUnited

KingdomHomeOffice Reviewreport,

Guernseyalso hasalong-standingand

clearcommitmentto preventing,

detecting,investigatingand

prosecutingall formsof economic

crime,wherevercommitted.In this

regard,the Bailiwick is committedto

meetingtheForty Recommendations

issuedby theFinancialAction Task

Forceon MoneyLaundering abody

establishedby theG-7 groupof

countries.The Commission’srole in

this areahasdevelopedsubstantially

overthe yearsandin 1999 it hosteda

routine evaluationof theBailiwick’s

anti-moneylaunderingsystemsby the

FinancialAction Task Forceat the

invitation of theOffshoreGroupof

BankingSupervisors.Thefinal report

of thereview teamis expectedwith

somedegreeof confidence.

The Commissionintendsto

maintainGuernsey’sreputationand

role as amainstreaminternational

financecentre.In this connection,

regulatoryactivity continuedunabated

in 1999.In particular,thepioneering

fiduciary andadministrationbusinesses

law will furtherenhancethe Bailiwick’s

internationalreputationandthefuture

successof thefiduciary sector.

The yearsawtheappointmentof

two new Commissioners,Mr Mel

Carvill andMr LesliePriestley,in

placeof Mr Harry Taylor andMr John

Parkinsonwho retired afterproviding

elevenyears’invaluableassistance.

The wide knowledgeandexperience

of thetwo newCommissionersenable

the Commissionto continueto benefit

from industry expertsin thespheresof

banking, insuranceandpensions.

Finally, I should like to thank

Nigel Taylor, who retired on 31 March

2000,for his valuablecontribution to

theCommission.His endeavours,

guidanceandwisdom overthe last

twelve yearsenabledboth the

Commissionandthe investment

businesscommunity in the finance

sectorto prosper.I wish him well in his

retirement. In his placeI am pleasedto

welcomeMr PeterMoffatt. With his

wide experiencein supervisionatthe

Bankof England,investmentbanking

at PaineWebberandJP Morgan and

fund managementatJohnGovettand

Framlington, I am certainthathe will

contributegreatlyto thefuture success

of theCommission.

Laurie Morgan

Chairman

S
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Director General’s Statement

1999 wasa year ofrecordsin all partsof
thefinance sector

In December1999depositsheldby

Guernseybanksreachedarecord

£57 billion. There wasa record

£23 billion of collectiveinvestment

fundsundermanagement.The number

of fundsunder managementwas a

record429.The numberof captive

insuranceentitieswasarecord460.

Therewassimilar successin the

fiduciary sector.

Thesefiguresrepresentaforceful

statementof confidencein the future

of Guernsey,both by thefinancial

servicesbusinessesbasedin the

Bailiwick andby their clients.

However, in orderto ensurethat

Guernsey’sfinancesectorcontinuesto

thrive, the Commissionredoubledits

efforts duringthe \‘ear to ensurethat

its standardsof regulationkeptabreast

of internationaldevelopments.Indeed,

this year,for the first time, the

Commission’sAnnual Reportcontains

asectionon economiccrime. It is now

widely expectedthat financial

regulatorybodiesshould be closely

involvedwith thepreventionand

detectionof economiccrimeandI and

my fellow Directorshavealwaystaken

this role seriously.The Commission

devotessignificantresourcesto this

importantarea.With theenactmentof

theCriminal Justice(Proceedsof

Crime) (Bailiwick of Guernsey)Law,

1999, the issueby theCommissionof

revisedGuidanceNoteson the

Preventionof Money Laundering,a

routine evaluationby theFinancial

Action TaskForceon Money

Launderingandtheotherinitiatives

describedlaterin this Report, anti-

moneylaunderingactivity wasthe

mosttime-consumingsinglefunction

oftheCommissionlastyear.It is also

pleasingto recordthe widespread

acceptance,determinationand

willingness of thesectorto meetthe

challengeof thenew legislation.

Guernseyhasapart to play in the

internationalcommunityand,

additionally, long-termprosperitywill

be achievedby ensuringthat

only high quality businessflows into
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Director General’s Statement

the Bailiwick.

The yearalso sawsignificant

stridestakentowardstheintroduction

of a fiduciary andadministration

businesseslaw. A consultationpaper

waspublishedin May andreceiveda

broadconsensusof approval.In June

2000theStates(parliament)of

Guernseyapproveddetailedproposals

for regulatingthefiduciary sectorand

draft legislationwill be circulatedfor

consultationin theautumnof 2000.

It was plannedto introduce regulation

in this complexareaaslong agoas

1984andwe can now look forwardto

the long-awaitedintroductionof a

pioneeringlaw for theregulationof

fiduciary services.Regulationof this

importantareacan only enhance

Guernsey’sinternationalreputation

and assistthedevelopmentof the

fiduciary sector.It is also likely that

the law will be copiedin other

jurisdictions.

In otherareastoo,the

Commissiontook forwardthe

suggestionsandobservationsin the

UnitedKingdom HomeOffice Review

reportwhichwereagreed.In

particular,the foundationswere laid

for theissuein 2000of consultation

paperson a depositprotectionscheme,

a financial servicesombudsman

schemeanda new companylaw

containingdetailedadministrationand

receivershipprovisions.

The Commissionalsoheld

discussionswith anumberof

internationalbodiesduringtheyear.

It is apparentfrom both these

discussionsandthe 1998 United

Kingdom Reviewreportthatfinancial

regulationin Guernseyis of high

quality andthat the Bailiwick is a highly

regardedinternationalfinancecentre.

1999 also sawthe amalgamation

of theFinanceTrainingAgencyand

theGuernseyTraining Agencyinto

theTrainingAgency. During the year

the Training Agencyhadover500

registeredstudentmembers,held

over 300training eventsandmore

than 3,000delegatesattendedthe

conferencesit facilitated. TheAgency

is now firmly establishedandits

successaugurswell for the futureof

the Bailiwick.

Onceagain,in 1999 the

Commission’sstaffcarriedout their

roleswith thecommitmentand

efficiencywhich havecontributedin

no smallpart to Guernsey’senviably

high reputationinternationally.I am

indeedfortunateto havesuch

dedicatedstaff,

The Commission’sincreasing

regulatoryresponsibilities,asa result

of recentextensionsto regulatory

legislationgoverninginsuranceand

investmentactivities, togetherwith

anticipationof new policiesby

supranationalbodiesandinternational

regulatoryorganisations,resultedin a

significantincreasein staff resources

duringtheyear.The Commissionnow

hasfifty-eight personnel(including the

staffof theTraining Agency)on its

payroll. Thatnumberwill increase

marginallyby theendof 2000,not

leastbecausefurtherstaff resources

mustbe recruitedin good time before

the fiduciary andadministration

businesseslaw is enacted.In thelight

of theincreasein staffresources,the

Commissionmovedto its new

premisesat La PlaiderieChambersin

March.The newoffices will provide

accommodationfor theCommission

for theforeseeablefuture.

2000 will be anotherbusy year,

both for the Commissionandthe

financesector.I andmy colleagues

look forwardto thechallengesand

opportunitiesofferedin theopening

yearsof thetwenty-first century.

PeterG Crook

Director General

7
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Guernseybanks showedhealthy
profit growth.

Banking Highlights
~ Depositsreached£57.1 billion.

~ Total bankassetsarenow £61.6billion.

• Lendingincreasedto £5.1 billion.

• Tier 1 capitalin Guernseybanksstrengthenedfurther to

£1.37billion.

• TheBankingDivision introducedon-sitevisits.

• The numberof licensedbanksincreasedto seventy-nine.
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Banking

Businessdevelopments

Guernseybanksshowedhealthyprofit

growthduring theyear.Total profits

wereup some8%comparedwith 1998,

with over halfthebanksshowingprofit

increasesor thesameprofit. This was

a creditableperformance.Although

therewasstrongpressureon the

expensebase,revenuesincreasedon

the backof solid economicgrowthin

themajorwesterneconomies,

togetherwith someresurgencein Asia

andthePacificBasin.

Stockmarketsremainedstrong

andcontinuedto grow despite

previouslyhavingreachedrecord

levels. With no apparentcorrectionin

sight, the conditionswereright for

strongincreasesin wealthandhigh

levelsof banking,securitiesand

foreign exchangetransactions.

Electronics,informationtechnology

andtelecommunicationsstocks

underpinnedthemajorstockmarkets.

With thatbackground,therewere

good conditionsfor providing private

bankingservices,including leveraged

collateralisedlendingsecuredon cash

andsecuritiesportfolios. The high

level of transactionsalso meantthat

feesand commissionincome were on a

strongupwardtrendduringtheyear.

The capitalstrengthof Guernsey

subsidiarybankscontinuedto grow

during theyearwith total Tier 1

capitalclimbing to £1.37billion from

£1.2 billion in 1998 (seefigure 1).

Depositlevelsalsogrew solidly over

theyear,increasingby 7.8%to a

record£57. 1 billion comparedwith

£52.9 billion at theendof 1998(see

table I and figures 2 and 3). Thetotal

balancesheetsizeof Guernseybanks

continuedto increase,with total assets

easilypassingthe£60billion markto

reach£61.6 billion at theyear end(see

figure 4). Appendix 12 providesan

indication of theimportanceof the

Crown Dependencies’bankingsectors

andhow the Islandshavecontinuedto

developthesesectors.Theweighted

averagerisk assetratio for Guernsey

subsidiarybankswasagainhigher,

reaching20.3% in December(see

figures 5 and6).

TABLC 1 Licences and deposits
Banks Deposits Anrual

Etc licensed Emma change 74

1990 72 15.476 19.1
1991 72 16,250 5.0
1992 76 27.442 68.9
1993 75 37.482 36.6
1994 73 42,191 12.6

1995 73 46,855 11.1
1996 72 43.324 —7.5
1997 78 49,357 13.9
1998 78 52,922 7.2
1999 79 57,059 7.8

The percentageof depositsin

sterlingedgeddownwardsslightly in

1999 to 34.4%from 35.3% lastyear

It
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(seefigure 7). This probablyreflected

intenselycompetitiveconditionsin the

sterlingonshoreandoffshorepersonal

savingsmarketwhichis a significant

but minority partof Guernsey’s

depositbase.During theyear the local

participantsin thatmarketplace,

whichhasalwaysbeenhighly

competitiveandinterestrate driven,

foundthat they couldnot alwaysoffer

competitiveor more attractiverates

on their majorsavingsproductsthan

were beingoffered by someUnited

Kingdom basedbanks.It hasbeen

arguedthatsomeof theseUnited

Kingdom basedproductshavebeen

loss leadersandthat they arenot

sustainableoverthelong term.

Placementswith banksremained

theprincipal choiceof assetfor

Guernseybanksastheseassetsreached

some£47.4billion duringthe year

(seetable 2 and figure 4). Holdings of

high quality, low risk investment

securitiesdeclinedto £3.9 billion

althoughthis waspartly compensated

by anincreasein holdingsof

certificatesof deposit,up from

£4 billion to £5.3 billion. It wasalso

encouragingthat the aggregated

lending categoriesincreasedfrom

£4.3 billion to over£5 billion.

Although Guernseyis not a significant

commerciallendingcentre,therewas

ahealthyincreasein lendingbusiness,

primarily to industrialandcommercial

companies,but also on a cash~backed

basis to privateclients.Mortgage

lendingandlending to individuals both

edgedup duringthe year(seefigure 8).

At thestartof theyear,bankshad

to dealwith changesin their operating

systemsto copewith the introduction

of theeuroandthewinding downof

its legacycurrencycomponents.

Theintroductionof theeuropassed

smoothlyin Guernsey.

At theendof theyear,worldwide

concernsaboutthemillenniumdate

changeoverprovedto be unfounded.

The changeoverweekendturnedout

to be somethingof anon-event.

All banksin Guernseymadethe

transitionto their new systems

seamlesslyor with insignificant

teethingtroubles.This subjectis

discussedfurther on page57.

The goodnewsfor bankswasnot

only that thetransitionwastrouble

free, but also the recognitionthatnow

this exercisehasbeenput behind

them, bankswill be ableto release

informationtechnologyresourcesto

Banking

10
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addressprojectswhichhadbeenput

on hold. This will increasethe level of

automation,particularly in theareaof

straight-throughprocessing,and

enhancesystemsgenerally.Clearly, in

theyearahead,more resourceswill be

appliedto thedevelopmentandrolling

out of electronicbankingandinternet

drivenbankingproducts.The

Commissionseesthedevelopmentof

electronicbankingandinternetbased

productsandservicesas essentialfor

Guernsey,a maturebankingcentre

whichhasa sophisticatedprivateclient

basearoundtheworld.

Supervision and policy

The BankingDivision devotedmuchof

theearlypartof the \‘ear to the

preparatorywork for the introduction

of an on-sitevisit programmelate in

1999. Following the initial pilot work

in 1998, thedecisionwastakento focus

theprogrammeon client take-on,

know-your-customerdisciplines and

moneylaunderingprevention

procedures.This wasfelt to be the

mostappropriatefocussince it

implementsever higherstandardsof

practiceandproceduresin the

preventionanddetectionof

internationalfinancialcrime. It was

also consistentwith theincreasing

compliancerequirementsof banks

(andother financial institutions)under

theCriminal Justice(Proceedsof

Crime) (Bailiwick of Guernsey)Law,

1999. In addition,by addressing

banks’ clientquality profiles, the

Division wasableto obtainan

immediateinsight into a wide rangeof

operationalrisk issues,particularlyin

theareasof potentiallitigation risk and

reputationalrisk.

Theprogrammeof on-sitevisits

commencedin thefinal quarterof the

Banking

TABLE 2 Assets and liabilities of licensed banks
end eno end end end end

‘997 1998 1999 1997 1998 1999
totai total total total total total

EmIs £rnns Linus Lrnr.s Linus Lmns

Assets Liabilities
Loans, advances and market loans with: Tier 1 Capitar 1.039 1.200 1.357

Banks etc 38,778 39,872 42,138 Tier 2 Oapital” 77 81 83
British public sector 4 2 1

Deposits by:
Companies. persons. other 4,047 4.289 5,066 Banks etc 11,241 15.938 11,468

British public sector 36 41 50
CDs 3,556 3,971 5287 Companies, persons, other 37,162 36,159 44,598
Government securities 5.292 5,968 3.882
Company shares/securities 1.483 1,949 3.657 Other liabilities 4.650 3,829 4,064

Otherassets 1.045 1.197 1,589 _____________________________________________________

Total Assets 54,205 57.248 61,620 Total Liabilities 54.205 57,248 61.620

~Paid-upshare capital and disclosed reserves.
Undisclosed reserves, revaluation reserves, general provisions, debt/equity instruments and subordinated debt.

11
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year,with four visits beingconducted

during thequarter.Initially, smaller

andmedium-sizedbankswere

reviewed. This allowed the Banking

Division to refineits approachand

moveon to the largerbanksin thefirst

quarterof 2000. Considerableeffort

wasexpendedin developinga

comprehensivechecklistfor theon-site

visit programmeandthis hasnow been

adaptedas a modelby theother

Divisions. The BankingDivision’s

programmewill aim to ensurethat

what is foundto be“best practice”will

becometheminimum standard.

The implementationof theon-site

visit programmemeantthat the

Commissionwasableto fulfil

compliancewith the Basel

Committee’s25 Core Principlesfor

EffectiveBankingSupervisionexcept

in oneminorrespect.TheDivision

undertookaself-assessmentof

compliancewith theCorePrinciples

following thepublicationin 1999 of the

detailedmethodologyfor compliance.

Thatexercisedemonstratedthatthe

Commissionsubstantiallymetthe 25

CorePrinciples. In additionto the

introduction of on-sitevisits it wasalso

decidedby the Division that therewas

a needto reviewandimplementa

rangeof sector-widecreditstandards

by issuingasetof loanquality

benchmarks.This is not asignificant

issueasGuernseyis not amajor

lending centre.Theimplementationof

creditstandardsis plannedfor the

secondhalf of 2000.

Theneedto introducea

programmeof on-sitevisits to banks

hadbeenmentionedasoneof thefew

bankingrecommendationsin the 1998

UnitedKingdom HomeOffice Review

report.A committeeestablishedby

theCommission,the PostEdwards

Working Groupon Banking,considered

the suggestionsandobservationsin the

reportduring 1999.

Of particularsignificancewere

the suggestionsthat Guernsey(along

with Jersey)shouldrevisit the

possibilityof introducinga deposit

protectionschemeandthata financial

servicesombudsmanschemeshouldbe

introducedwhichwould give customers

a formal forumthroughwhich to

channeltheir complaints.

During the year moreemphasis

wasgivenby theworkinggroupto an

examinationof theneedfor adeposit

protectionschemein Guernsey.

Following asurveyof all Guernsey

banks,the Division concludedthat

therewasawide spreadof small

depositorsacrossthewholepopulation

of banksandthat suchdepositorswere

not exclusivelyclusteredin theretail

bankingspecialists(albeitthatsome

smalldepositorsmayhaveopened

accountsfor technicalreasons,suchas

theplacementof monieswith a bankas

ashort-termmeasureprior to

investingin securities).Themembers

of theworkinggrouppossesseda

wide rangeof viewsasto thebenefits

Banking

andpotentialdisadvantagesthatwould

12
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accruefrom theintroductionof a

depositprotectionscheme.The

Commissionhasconcludedthat,

on balance,theBailiwick would

benefitfrom theintroductionof a

schemeappropriatelytailoredto

Guernseybanks.

It is hopedthat the

recommendationto introducea

schemewill be consideredwith

amendmentsto local companylaw to

widencorporaterescueproceduresso

thatall failed companies,including

banks,couldgo into administration.

This facility will addresstheroot cause

of theneedfor depositprotection,

namelythe possibilityof failure of a

bankandthe recoveryof its assetsso

that smalldepositorswould not be in a

positionwherebythey lost all of their

savings.An administrationfacility in

companylaw would introducethe

possibility of afailed bankbeingsold as

a going concern.This would be a

significantly beneficiallegal facility as

theCommissionis awarethateven

smallGuernseybanksareattractiveto

potentialbuyersbecause,typically,

theyhavevaluablecustomerbasesbut

do not haveasignificantloan book

with thepotential for acquisitionof

troublesomeloans.

Furtherresearchon thetype of

schemeappropriatefor Guernseywill

be undertakenby theBankingDivision

throughout2000.

Ontheneedfor afinancial

servicesombudsmanscheme,the

Division would find suchascheme

beneficial. Indeed,from time to time,

theDivision is involved in complaints

or disputesaboutparticularproducts

or services.In many casestheseare

contractualdisputesbetweenbankand

customer,with a largeelementof the

issueat stakebeingan initial

misunderstandingof thenatureof a

productor themisunderstandingof

instructionsgiven by a customerto its

bank. Beingdrawninto suchdisputes

is notonly time-consumingfor the

Division but, underits legal

framework,theCommissionis not

well placedto act asamediatorsince it

doesnot havepowersof adjudication.

The Commissionwill thereforebe

takingforward stepsto bringin a

financialservicesombudsmanscheme

whichwill provide afacility beneficial

to bankingandall other financial

servicescustomers.To this end, the

Commissionwill issuea consultation

paperin 2000.

The Banking Division also

expendedconsiderableeffort in

assistingin the publicationof the

revisedGuidanceNotes on the

Preventionof Money Laundering.

With the impendingchangein the

legislation(thatis, theCriminal Justice

(Proceedsof Crime) (Bailiwick of

Guernsey)Law, 1999)it wasa

requirementthatGuidanceNotesbe

issuedby theCommission.Proposals

werecirculatedto thefinancial

community,its responsescollatedand,

whereappropriate,thesector’s

suggestionsincorporatedinto the

revisedGuidanceNotes.The Guidance

Notes areconsideredfurtheron

page39.

The supervisoryprogramme

continuedunabatedduringtheyear.

The Division conductedseventy-seven

formalprudentialmeetingswith licensed

banks,comparedwith seventy-sixin

1998. Thesewereall conductedon the

banks’own premises.In addition,there

were 131 generalor courtesyvisits,

comparedwith 126 in 1998. These

typically dealtwith changesin strategy,

corporatere-structuring,changesin

personnelor ownershipchangesof the

ultimate parentof local banks.The

Division also receivedvisits from

groupinternal audit teamswhom as

always the Commissionmay choose

to requestto meetat thecompletion

of their local audit programme.

Banking
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During theyearfour newbanking

licenceswere issued.Therewere

threesurrenders.

At thestartof theyear,thelicence

of theGuernseybranchof theGerman

operationof the Swissinvestment

bank,Credit SuisseFirst BostonAG,

surrenderedits licenceasthe winding

downof CSFB’soperationsin Germany

meanttherewasno longera rOlefor a

Guernseybankwhichoperatedlocally.

In the middle of theyear,the

mergerbetweentheDutchandBelgian

groups,Fortis andGeneraleBank,

meantthatthe Guemseyoperationofthe

Belgianbank,whichoperatedlocally as

BanqueBelge (Guernsey)Limited,

surrenderedits licenceas it wasmerged

into MeesPierson(CI.) Limited.

Laterin theyear,the Swiss private

bank, BankJuliusBaer& Co. Ltd.,

re-structuredits Guernseyoperation

andconvertedits local subsidiaryinto

abranch.Thatclearlyhada neutral

effecton thenumberof licencesin

issue.A new branchof the Swiss

operationof anotherprivatebank,

LEG PrivateBankSA, wasestablished

earlierin the year. Licenceswere also

issuedto Mellon BankNA for alocal

subsidiaryas anadministeredbankanti

BanqueGénéraledu LuxembourgSA

for a local subsidiaryoperation.The

latterbank is a substantiallycapitalised

operationwhichwill engagein private

banking.The parentbank also ownsa

majority stakeof thewealth

managementandfiduciary services

operation,BGL Reads.

Therewere severalother

ownershipandnamechangeswhich

took placeduringthe year. The 1998

changeof ownersat GuinnessMahon

GuernseyLimited waseventually

reflectedin anamechangein 1999

whenthe bankwasrenamedInvestec

Bank (ChannelIslands)Limited. There

wasachangeof ownershipat Rca

BrothersGroupplc whenit was

acquiredby thefast-growingUnited

KingdombasedmerchantbankClose

BrothersGroupplc. The Guernsey

bank is now calledCloseBank

GuernseyLimited. In addition,ING

Bank (Switzerland)GuernseyBranch

changedits nameto ING Baring

PrivateBank(Switzerland)Ltd.

GuernseyBranch, in orderto

emphasiseits privatebankingrOle

andto reflectthe importanceof the

Baringgroupwithin theING group.

FIGURE 10 Country of origin of Guernsey licensed banks — branches
atend 1999
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The acquisitionof RepublicNational

Bankof New York andits European

operationsby the HSBC group

proceededduringtheyear,with a

changeof ownershipin thefirst month

of 2000. Someof thelicenseesfrom

theRepublicstablehavenow been

renamed.Theprincipal operating

subsidiaryactive in the Bailiwick is

now known as HSBC RepublicBank

(Guernsey)Limited andthe branchof

theAmericanbank is now called

HSBCBank USA.

A furtheracquisitionduringtheyear

(generatedby thedemutualisationof

formerbuilding societiesin theUnited

Kingdom) meantthatthe local subsidiary

of BirminghamMidshires Building

Society wasacquiredby Halifax plc.

However,thelocal subsidiary

continuedto tradeasBirmingham

Midshires (Guernsey)Limited.

Sadly, the yearsawthelossof the

Midland Bank name,a well known

British bankingnamein theBailiwick

for almost a century.Thebusiness

continuesunderthe nameof HSBC

Bankplc.

It is evidentthat themomentum

of global consolidationsandfurther

mergersandtakeoverswill continue

throughout2000 (figures9 and10

showtheeffectof thesechanges).It is

now somemonthssinceNatWest

Groupwasacquiredby The Royal

Bankof ScotlandGroupplc, andin

duecoursetheremaybe some

rationalisationof thoseoperationsin

Guernsey.It is also likely that there

will be further rationalisationamong

continentalEuropeanbanks.In this

connection,theannouncementthat

DeutscheBank AG wasto mergewith

DresdnerBank AG raisedtheprospect

of somerationalisationwithin those

bankslocally, sinceboth have

significant trust andprivatebanking

operationsin the Bailiwick (andin

Jersey).At the time of writing, the

plansfor that particularmergerhad

beenaborted.Nevertheless,it

demonstratesthe potentialdynamism

behindefforts to createlargerbanksin

Europe.Indeed,theFortis grouphas

recentlytakenstepsto reinforceits

positionasoneofthe largestEuropean

banksby theacquisitionof thelarge

minority stakein BanqueGénéraledu

LuxembourgSA which it did not

alreadyown.

Banking
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1999saw Guernseycontinueto

consolidateits positionas a premier

centrefor international trust and

companyadministrationand

management.

Fiduciary Servicesand Enforcement Highlights
• The Commissionpublishedits consultationpaperfor the

regulationof fiduciariesandadministrationbusinesses.

• The Commission’sregulatoryproposalscommandeda

broadconsensusof support.

• Significantnew trust andcompanyadministrationbusiness
wasattractedto the Bailiwick.

• An SEC investigationwaspromptedby the Commission.

• The Commissionundertooka successfulRoyalCourt action.
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Introduction

1999 sawstrongorganicgrowthin

Guernsey’strust sectoras Guernsey

continuedto consolidateits position

as aleadingcentrefor international

trust andcompanyadministrationand

management.Clients anti advisers

aroundtheworld realisedthatthe

UnitedKingdom HomeOffice Review

reportwasa positiveendorsementof

Guernseyandits financesector,and

significantamountsof newtrust and

companybusinesscontinuedto be

attractedto theBailiwick. The year

also sawthepublicationof the

Commission’sproposalsfor the

regulationoffiduciariesanda significant

numberof mergersandacquisitions

took placeas thefiduiciary sector

begantheprocessof restructuringin the

light of globalchangesandnew

regulatoryrequirements.

Size of sector

Thereareover200 firms of fiduciaries

throughouttheBailiwick. Thesefirms

rangefrom largeemployerswith

hundredsof employeesto far smaller

operationsemployingonly ahandful of

people.Theownershipof the firms is

alsodiverse from firms ownedby

advocatesandaccountantsto firms

ownedby major internationalbanksto

firms whichareindependentlyowned.

Suchdiversity is welcome.It is

sometimesclaimedthat thenew

regulatoryproposalswill drive the

“small man” out of theindustry.This is

not theintention andwill not he the

effectaslong as thesmalleroperations

can meetthe requirementfor “four-

eyes”andthecriteriafor being

consideredas“fit andproper”. These

conceptsaredescribedin Appendices

9 and 10.

The accountancyfirm Deloitte &

Toucherecentlyundertooka surveyof

fiduciary servicesin the Channel

Islandsanddescribedthe fiduciary

businesssectoras “The silent engine

roomof theChannelIslands’ finance

industry”. TheCommissionhad

previouslyestimatedthat thetotal

assetsunderadministrationby

fiduciariesin Guernseyis in excessof

£50 billion andtheDeloitte & Touche

surveysupportssuchan estimate.

They estimatetotal annualrecurring

fiduciary fee incomefor Guernsey

(including additionalindirect income

generatedfrom theplacementanci

managementof fiduciary assets)to be

in the regionof £200million. The

total numberof staffdirectly

employedin the fiduciary sectoris

some1,300,whichrepresentsover

20%of the total employedin the

financesectorin Guernsey.

Regulation

In May 1999 the Commission

publishedits consultationpaperfor the

regulationof fiduciariesanti

administrationbusinesses.The

Commissioninvited commentsand

suggestionsaspartof aconsultation

exerciseandthis wasagreatsuccess.

Eighty-nineresponseswerereceivedto

the consultationpaperfromindividuals,

companiesandrepresentativebodies.

The Commissionfoundmanyof the

commentsandsuggestionsto he

constructiveandvery helpful in

refining its proposals.The Commission

wasalsogreatlyassistedin its task by

the FiduciaryServicesCommittee,

whosemembersaresetout in

Appendix 2. As a resultof that

committee’swork anti the consultation

exercisefollowing thepublicationof

theconsultationpaper,the Commission

is satisfiedthat its proposalsare

sensible,proportionateandworkable

andcommanda broadconsensusof

supportwithin the fiduciary sector

throughouttheBailiwick.

Thecore of theproposalsis that

all thoseinvolvedin the provisionof

trust andcorporateservices(including

directorshipservices)mustbe “fit and

proper”. The explanationof this term

is setout in Appendix 9. In short,

howe~er,it requiresthatapplicants

(and, if approved,licensees)meetthe

criteria of integrity, competenceand

solvency.A restrictedcategoryof

personalfiduciary licenceswill be

ayailableto individuals who wish to act

asa companydirectoror asaco-trustee

or protectorof a trust. Companiesor

partnerships,however, will haveto

apply for a full fiduciary licencewhich

will permit thelicenceholderto offer

andprovide all fiduciary servicesand,

subjectto changesto companylaw, to

applydirectly for theincorporationof

Guernseycompanies.The

Commission,afterconsultationwith

17
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the sector,will promulgatecodesof

conduct(which maybe amendedfrom

time to time) setting out required

standardsof bestpracticefor directors,

companyincorporationagents,

companyadministratorsandtrustees.

The variousproposals,including the

powersconsiderednecessaryto enable

theCommissionto supervisethe

industry properly,arenow contained

in apolicy letter whichhasbeen

approvedby theStatesof Guernsey,

andwill shortlybe consideredby the

Statesof Alderneyand ChiefPleasin

Sark.The Commissionanticipatesthat

a law providing for theregulationof

fiduciary andadministration

businesseswill be enactedby theend

of 2000.

During 1999, theDirector of

FiduciaryServicesandEnforcement

metwith over 100firms of fiduciaries

andspokeat alargenumberof

conferencesandseminarsorganised

by representativebodiesof the

sector,amongstothers.These

meetingsandeventsmadea useful

contributionto theprocessof

consultationon fiduciary regulation

andhelpedto raiseawarenessand

understandingof theproposed

regulatorysystem.

Sector trends

Significantnewtrust andcompany

administrationbusinesswasattracted

to theBailiwick in 1999andthe sector,

in general,is extremelybusy.

A total of I ,410 Guernsey

companieswasincorporatedduring

1999, representinganincreaseof 5.9%

overthepreviousyear.Therewere

15,453companieson theregisterat

theendof theyear. This increase

continuestheupwardtrend in thetotal

numberofcompaniesincorporatedin

Guernsey.Although thecompany

registeris smallerthan in manyother

financecentres,company

incorporationis neverthelessa

significantareaof work in Guernsey

andleadsto material relatedcompany

managementandlegalbusiness.

Table 3 demonstratesthe trendin

companyformationsin Guernseysince

1990, while figures 11 and12 provide

informationon the typesof company

formedandthejurisdiction of

beneficialownership.

The Commissionconsidersthat

therewill be increasingpolarisation

betweengoodandbadfinancial

centresandthatbusinesswill

increasinglygravitatetowardsthemost

professionalandreputablejurisdictions,

suchas Guernsey.Due to the

underlyingstrengthof demandfor

trust andcorporateservices,thereis a

growingrequirementfor appropriately
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qualified staff in theBailiwick. A

numberof mergersor acquisitions

took placeduring the year.A notable

acquisitionwasthat by the Royal Bank

of Canadagroupof theGuernseytrust

andcompanyadministrationbusiness

of Ernst& Young. Thedealinvolved

theacquisitionof substantialassets

relating to 1,650clients.Anotherlarge

acquisitionwasthe takeoverof the

fiduciary operationof BDO Readsby

BanqueGénéraledu LuxembourgSA.

A numberof otherconsolidations,

mergersor take-overswerealso

completedor areunderdiscussion.

Theyearwitnessedasignificant

culturalchangein the industryas

practitionerspreparedthemselvesfor

prospectiveregulationandthe

introductionof theCriminal Justice

(Proceedsof Crime) (Bailiwick of

Guernsey)Law, 1999. Global

developmentswere alsoclosely

watchedandtheindustryrealisedthe

importanceof suchmattersas ever

higherduediligencefor newclients

andof only dealingwith high quality

business.Practitionersalsobeganto

appreciaterathermore the importance

of properstafftrainingand

development,successionplanningand

the desirabilityof professional

qualifications. As statedin its

consultationpaper,theCommissionin

its evaluationof whetheranapplicant

is “fit andproper”will consider,inter

alia, whethertheapplicanthas“staffof

adequatenumber,skills, knowledge,

experienceandapplicationproperlyto

undertakeandfulfil their particular

dutiesandresponsibilities”.

Mostpractitionersin the trust and

corporatesectorarefully awareof the

needto invest in goodpeopleand

systems.They arealso awareof the

needfor ever rising quality standards

within thecontextof developing

internationalregulationandincreased

litigiousness.At the sametime,

however,they areconsciousof trading

in an extremelycompetitive

environment.It is fortunate,

therefore,that thesectoris flexible

andrespondswell to change.Indeed,

thecurrentwaveof mergersand

acquisitionsis asign of adynamicand

adaptablesector.

Trust law

Guernseytrust law is setout in the

Trusts(Guernsey)Law, 1989, as

amended.This law hasprovedto he

effective andno problemshavearisen

out of its operation.Indeed,the

United Kingdom HomeOffice Review

reportstatedthat Guernseyhasagood

legal frameworkfor trusts.Thereport,

however,also madecertainsuggestions

(applicableto Guernseyandelsewhere)

for further legislationandthe

Commissionhasthereforesetup a

TrustLaw Review Committeewhose

membersaresetout in Appendix 2.

The Trust Law Reyiew Committeeis

consideringthesesuggestions,together

with other possibleamendmentsto

Guernseytrust law, in light of

developmentsin other international

trust jurisdictions.

Company law

TheCompany Law Reform

Committeemetseveraltimesduring

theyear.Thatcommitteedecidedto

adoptamore incrementalapproachto

changingcompanylaw than had

originally beenplanned,Following the

committee’sdeliberations,the

Commissionhopesto takeforward a

law consolidatingexistingcompany

law (theCompanies(Guernsey)Law,

TABLE 3 Number of Guernsey companies registered
New Number of

companies companies al
Yeer registered year era

1990 1.692 13.596
1991 1,364 13.814
1992 1,438 14,020
1993 1.360 14,014
1994 1,363 14,011
1995 1,406 14,232
1996 1,448 1d,550
1997 1.586 15,046
1998 1,322 15,215
1999 1,410 15,153
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1994; the Companies(Enabling

Provisions) (Guernsey)Law, 1996 and

Ordinancesmadethereunder;andthe

Companies(Amendment)(Guernse\’)

Law, 1996 andOrdinancesmade

thereunder),andextendit in a few key

respects.Theproposedadditions

include provisionsfor no par value

shares,limited durationcompanies,an

increasein themaximum

disqualificationperiodfor persons

actingasdirectorsto fifteen years,the

ability for anypersonwith afull

fiduciary licenceto be ableto apply

directly for the incorporationof a

Guernseycompanyanddetailed

administrationandreceivership

procedures.The Commission

anticipatescirculatingthedraftnew

law for consultationin the secondhalf

of 2000,

TheFloating ChargesEtc

Committeewasestablishedin 1999

andincludesrepresentativesof a

particularly wide rangeof bodies.Its

memberscompriseexecutivesfrom

the Commission,theStatesBoardof

Industry, the GuernseyChamberof

Commerce,theGuernseybranchof

the Instituteof Directors,the

Committeeof GuernseyClearing

Banksandrepresentativesfrom law

firms andthefinancesector(see

Appendix 2). Currently,Guernsey

doesnot havespecificlegislation

governingfloatingcharges.

Accordingly, theFloating ChargesEtc

Committeewasformedto consider

this vexedsubject,togetherwith

relatedissuessuchasfactoring,

forfaiting andinvoice discounting.

It was decidedto takeforwarda law

permittingfloatingchargesto be taken

overassetsin Guernseywherethey are

heldby companies.

Enforcement

The Commissionhascontinuedwith

its policy of activeco-operationwith

regulatoryandlaw enforcementbodies

aroundtheworld, including liaison in

particularwith agenciesin Australia,

Canada,theUnited Statesof America

andwith the FinancialServices

Authority, theFinancialFraud

InformationNetworkandthe National

Criminal IntelligenceServicein the

United Kingdom. Oneparticularcase

requiredtheattendanceof a member

of Commissionstaffin Bostonin

connectionwith aninvestigationby the

United StatesSecuritiesandExchange

Commission(“the SEC”). Indeed,the

SEC investigationhadbeenprompted

by the Commission’sproactive

approachto regulatoryco-operation.

The FiduciaryServicesand

EnforcementDivision (actingon behalf

of theCommittee)is responsiblefor

undertakingduediligencecheckson

theproposedbeneficialownersof

Guernseyincorporatedcompanies.

Checksaremade from the

Commission’sown recordsand

(dependingon thenatureof the

applicationandthe applicants)from

variousdatabasesto whichthe

Commissionhasaccess,including the

SharedIntelligenceService

(administeredby theUnited Kingdom

FinancialServicesAuthority), records

at CompaniesHousefor Englandand

Wales,theFinancialTimes Profile

mediadatabase,andinformationheld

by other regulatorssuchastheSEC.

As well asconsideringthe identity and

desirability oftheproposedbeneficial

owners,the Division considersthe

company’sproposedactivitiesandits

proposedname.The Division is also

responsiblefor theconsiderationof

applicationsby companieswhichare

not banks,collective investmentfunds

andinsurers(thatis, privately owned

companies)pursuantto the Migration

of CompaniesOrdinance,1997and

theAmalgamationof Companies

Ordinance,1997. In addition,the

Division dealswith applications

relating to theappointmentof overseas

auditorsfor Guernseycompanies.

In September,theDirector

Generalandthesenioranalyst

responsiblefor day to dayenforcement

mattersattendedtheInternational

Symposiumon EconomicCrime at

JesusCollege,Cambridge,atwhich

the DirectorGeneralgaveaspeechon

bankingsecrecyandconfidentiality.

This provedto be an excellent

opportunityto makenew contacts,

andto reinforceexistingones,in the

internationalfieldsof regulationand

law enforcement.It wasalso a useful

opportunity to give generalguidance

to overseasrepresentativeson how to

seekformalassistancewith enquiries

andinvestigationsin Guernsey.

The FiduciaryServicesand

EnforcementDivision wasinvolved in

the formulation of therevised
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Guidancei’~oteson the Preventionof

MoneyLaunderingissuedby the

Commissionpursuantto the Criminal

Justice(Proceedsof Crime) (Bailiwick

of Guernsey)Law, 1999. Guidance

andadvicehavealso beenprovided

regularly to financesectorpractitioners

in an attemptto promotea uniform

interpretationof therequirementsof

the GuidanceNotes. Furtherguidance

andadviceon suchmatterswill

continueto be providedto thefinance

sectorastheCommissionand, indeed,

the Bailiwick asa whole, striveto

preventfundsof a criminalorigin

enteringthe local financialsystem.

During the year,the Commission

successfullysoughtan orderof the

RoyalCourtpursuantto section67A

of theCompanies(Guernsey)Law,

1994,as amended.Theordersought

wasa prohibition on an individual

(without theleaveof theRoyal Court)

from beingadirectoror other officer

of any Guernseycompanyandfrom

participatingin, or beingin anyway

concerned,directly or indirectly, in

themanagement,formation or

promotionof anysuchcompany.

The Commissionwasawarethat the

individual eitherwas or hadbeena

directorof severalthousand

companiesfrom manyjurisdictions,

andwasalreadythesubjectof a

disqualificationordermadeby the

High Court in Manchesterunderthe

provisionsof theUnited Kingdom

CompanyDirectorsDisqualification

Act 1986. Following litigation in the

RoyalCourt, theindividual was

disqualifiedfor themaximumperiod

of five yearspermittedunder

Guernseylaw.

The Commissionwill seeksimilar

ordersagainstotherindividualswhenever

it is in possessionof sufficient evidence

to warrantthebringingof proceedings.

Theprovision of so-called“nominee

director” servicesis completely

unacceptableanddamagesthe

internationalreputationof theBailiwick.

The forthcoming law for theregulation

of fiduciariesandadministration

businesseswill eradicatethis

harmful practice.
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Onceagain Guernsey’sinsurancesector

hasbeenactiveand continuesto

maintain its position as the leading

captivelocation in Europe.

Insurance Highlights

• Thegrowth in protectedcell companiescontinuedand,

on average,five cells a monthwere established.

• Forty-four insuranceintermediarieswereregisteredunder
the InsuranceBusiness(Amendment)(Guernseyand

Alderney) Law, 1 998.

• A significantnumberof financialservicesinstitutions

establishedcaptivesor protectedcell companiesin 1999.

• By theendof 1999, forty-two domesticinsurerswere

registeredwith the Commission.

-~ II A
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Offshore general

OnceagainGuernsey’sinsurance

sectorhasbeenactiveandcontinuesto

maintainits positionas theleading

captive* locationin Europe.

Therewereeighteenoffshore

insurersregisteredduring 1999.One

companywasreactivated,while

seventeencompanies(all captives)

surrenderedtheir licences.This

produceda netincreaseof two

captivesoverthe year. Oneof thenew

registrationsmigratedinto Guernsey

from anotherjurisdiction, taking

advantageof theMigration of

CompaniesOrdinance,1997. The

numberof registeredoffshoreinsurers

attheendof 1999 totalled 364,

comprising285 purecaptives,twenty-

threebroadcaptives,thirty-six

commercialinsurersandtwenty

protectedcell companies(with a total

of ninety-sixcells) (seefigure 13 and

table4).

Protectedcell companies(“PCCs”)

havecontinuedto be the main growth

areawithin Guernsey’soffshore

insurancesector,aswell ascontinuing

to createmajor interestworldwide.

SevenPCCswereestablishedduring

theyear,making atotal of twenty

PCCsin all. Severalotherjurisdictions

haveintroducedsimilar legislationor

areconsideringdoingso. For example,

in DecembertheNationalAssociation

of InsuranceCommissionersin the

United Statesof Americaapproveda

model law basedon theprotectedcell

companylegislation.

Theincreasingnumbers

demonstratethecontinuingdemand

for theopportunitiesprovidedby

PCCs,despitefewerworldwidecaptive

formationsandthe“soft” insurance

marketsoverthelast few years.

The main growthareafor Guernsey

during 1999wasin thenumberof cells

formedwithin PCCs,with an increase

of fifty-nine cellsto ninety-six in total.

Figure 14 providesinformation on the

proportionof offshoreinsurance

businessaccountedfor by PCCsand

PCC cells.

The PCClegislationpermits

theincorporationof specialpurpose

vehiclesproviding legalsegregationof

theassetsattributableto eachcell,

whethercorporatelyor individually

owned.A PCCis onelegal entity,may

provide an unlimitednumberof cells,

maybe convertedfrom an existing

companyandoffersflexibility in the

allocationof capitalbetweenthecore

andindividual cells. It shouldbenoted

nCaptiveinsurersare companiesset up to svrite someof the insurancebusinessof their parentand/tie othergroup companiesand are an important parsof the risk nsanagemens

strategiesof internationaland snajsir national corporations.Purecaptivesonly underwriteparentalrisks svhereasbroadcaptivesalso takeon third parts Isusiness,mainli us the fonts of

treaties.Ci,mmercial captives,by contrast,exclusively orvery largely svrisethird party insurancebusiness,againmainly reinsurancetreaties.Pristectedcell conspaniescan offer

a practical alternativesostand-alonecaptivesand allosv for tise insurancebusinessof different insuredsto be svritsenin different cells, eachof svhose assetsacelegally ss’paratrdmum the

liabilities of the others.

TABLE .1 Number of offshore companies registered
end 1998 end 1999

Offshore
Pure 290 285
Commercial 35 36
Broad 24 23
PCC5 13 20
Sub-total 362 364
Cells 30 96

Total 392 460
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thatcreditorsof anindividual cell of a

PCC haveno recourseto theassetsof

anothercell but will haverecourseto

thePCC’score assets.

The structureof thePCChas

providedflexibility for insurersin the

wayin whichcapitalandassetscanbe

subscribedandallocatedbetweenthe

“core” andindividual “cells”.

Many GuernseyPCCsareusedfor

rent-a-captivepurposeswherethe

owner of the PCC offers capital

financingto clients who, becauseof

their size, would find it impractical to

setup their own individual captive

insurancearrangements.However,

PCCsin Guernseyarealso commonly

utilisedfor a wide rangeof other

insurancepurposes.Thesepurposes

includelife assurance(wherelife

companiescan legally segregatethe

assetsof life, pensionandindividual

policyholderfunds)andinsuranceby

memberassociations(wherean

associationor organisationwhose

memberssharea commonbusiness

interestareableto accessinsurance

arrangementsoffering bettercoverand

pricesthan in the conventional

market). In addition,otherusesfor

GuernseyPCCsincludeinsurancefor

conglomerates(whereseveralcells

maybe established,eachdealingwith a

particularinsuranceexposureof the

parent,segregated,for example,b~’

geographicallocation, corporate

division or type of risk), reinsurance

(where finite reinsuranceagreements

andsecuritisationcontractscan be

givenseparatecells) andinsurancefor

multinationals(wherecompaniesare

ableto operatetheir captiveinsurance,

treasuryandotherfunctionsoffshore,

in a singleentity usingthe samecore

capital). Figure 15 illustratesthe uses

for which GuernseyinsurancePCCs

havebeenestablished.

RecentPCC additionsinclude

Hollard InternationalInsurance(PCC)

Limited. This companywasregistered

by Hollard InsuranceCompany

Limited, thelargestindependent

insurancecompanyandseventhlargest

insurancecompanyin South Africa, to

provide rent-a-captivefacilities to the
SouthAfrican market.United

Insurance(Cavman)Limited, which

offersrent-a-captivefacilitiesto

Americanclients,hasestablished

UnitedInsuranceCompanyPCC

Limited to offer similar facilities to

United Kingdom andEuropeanclients.

In addition, DrummondsInsurance

PCC Limited wasregisteredby The

Royal Bankof ScotlandInternational,

to offer traditional rent-a-captive

servicesto clients of both The Royal

Bank of ScotlandInternationaland

Willis Management(Guernsey)

Limited. Also, HSBC plc hassetup a

branchin Guernseyof its Cayman

company,HSBC InsuranceSPC

Limited, offeringtraditional rent-a-

Insurance

Rent-a captive
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captivefacilitiesto non-Americanclients.

Amongstthe fifty-nine newcells

established,severalwere registeredby

majorcorporatenamesandmany

representeda first entry into the

insurancemarketfor their owners.

Amongstthenon-PCC1999

registrations,Legal & Generalplc

establishedBLG InsuranceLimited to

assistan Americansubsidiaryin order

to manageits long-termrisks in a cost-

effectivemanner.White Swan

InsuranceCompanyLimited, owned

by the GT Foundation,wasregistered

to provide coverto its parentin

respectof warrantyclaims.In

addition, Swiss Re andthePartners

Groupestablishedaself-managed

captive,PrincessManagementand

InsuranceLimited. Thecompany

providesprotectioncoverin respectof

bondsissuedby PrincessPrivate

Equity Holdings Limited. Other

registrationsincludedCarfax Personal

LinesInsuranceLimited, ownedby

Abbey i~ational plc andProvident

InternationalCredit& Guarantee

CompanyLimited, ownedby

ProvidentFinancialplc.

Guernseycontinuesto attractnew

businessfrom a wide spreadof

countries..During 1999, this included

Australia, Cayman,SouthAfrica,

SouthAmerica, Switzerlandand

WesternEurope.

Therewere thirty-oneauthorised

insurancemanagersattheendof the

year,adecreaseof two following

mergersof certainbrokinghouses.

Offshore life

Offshorelife insurerssell specialistlife

andpensionscontracts,mainly to

expatriatesresidingin countriesoutside

Europe.At theendof 1999therewere

nineteensuchcompaniesregisteredin

Guernsey.Theyareasmallbut strong

groupwith geographicallydiverse

ownershipfrom countriessuchas

France,Italy, theNordiccountries,

SouthAfrica andtheUnited Kingdom.

Life insurancefundsundermanagement

at the endof 1999totalled £2.5billion.

Domesticinsurance business

Therewereforty-twodomesticinsurers

registeredas at 31 December1999,an

increasein theyearof twenty-four.

The increaseis primarily dueto the

effectsof the 1998 amendmentto the

InsuranceBusiness(Guernsey)Law,

1986 (seefigure 16). Within thedomestic

Insurance

TABLE 5 Premium income of Guernsey insurerse
1998 1999

£nins £mna

Domestic
Registered~ 22 1 e 30.Oe

180.Oe

Sub-total 197.le 210.fle
Offshore

Total e

e estimated

* These figures understate income because certain snsurere based its the UK are unable to
identify and separate out business writtenin Guernsey, Lloyd’s of London being the most
significant omission from the statistics.

Previously domestic ‘nauren owno
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market, themajor local company

remainsInsuranceCorporationof the

ChannelIslands,whichis partof the

Royal & Sun Alliance group.

The local mutualsalso remained

successful,with La FraternelleMutual

Fire InsuranceSocietybeingthe largest

mutual in this market.

Following theextensionto the

InsuranceBusiness(Guernsey)Law,

1 986by the InsuranceBusiness

(Amendment)(Guernseyand

Alderney) Law, 1998, therewere

forty-nineintermediariesregisteredat

31 December1999 comparedto five

at theendof 1998.

Life andpensionsbusinessis written

mainly by UnitedKingdom andIsle of

Man basedinsurers.The categoryof

exemptinsurerswaswithdrawn by the

1998 amendmentto the Insurance

Business(Guernsey)Law, 1986 (see

below)andall insurerswith a physical

presencein the Bailiwick arerequired

to registerwith the Commission.

An insureris deemedto haveaphysical

presenceif the insureractsthrougha

residentagent.Thoseinsurerswriting

Bailiwick risks without a ph~’sical

presencein the islands,who were

previouslyexempt,arenow

categorisedasrecognisedinsurers.

Premium income, gross
assetsand net worth

Total premiumincomereceivedby all

Guernseyregisteredoffshoreinsurers

is estimatedto haveincreasedto

£1 .83 billion at December1999

(seetable 5). Thegrossassetsof

offshoreinsurersincreasedoverthe

yearfrom £8.27billion to an estimated

£8.75billion while their networth

increasedfrom £3.18 billion to an

estimated£3.7billion (seefigure 17).

Registereddomesticinsurers’

premiumsareestimatedto have

increasedto £22.1 million in 1999.

Supervision and policy

The list of offshoreinsurersregistered

at theendof 1999, togetherwith a list

of authorisedinsurancemanagers,

intermediariesanddomesticinsurers,

is providedin Appendix 6.

The InsuranceBusiness

(Amendment)(Guernseyand

Alderney) Law, 1998 cameinto force

on 1 July 1998. This law, which

furtherextendstheInsuranceBusiness

(Guernsey)Law, 1986, enablesthe

Commissionto supervisethemarket

conductof personsadvisingon and/or

selling insuranceproductsin the

islandsof GuernseyandAlderney.

It alsointroducedminimum standards

of conductfor insurance

intermediariesanddomesticinsurers

in orderto safeguardthe interestsof

the insured.The InsuranceBusiness

(GuernseyandAlderney) Law, 1986,

as amended,wasfurther extendedto

Sark during 1999.

The Commissionconsidersthat

managedoffshoreinsuranceoperations

(that is, captives,managedreinsurers

andmanagedoffshorelife insurers)are

theidealgrowth vehiclefor Guernsey

becauseof theminimal useof human

resources.Any entity requiringits

own staffwill be consideredif the

proposalsprovide for sufficient

economicandother benefits.

The InsuranceDivision continues

to be actively involvedin several

projectsto diversifyandimprovethe

insurancesector.Evidenceof this has

comein the form of the Migration of

CompaniesOrdinance,1997, the

ProtectedCell CompaniesOrdinance,

1997 andtheProtectedCell

Companies(Amendment)Ordinance,

1998. In addition, in 1999theDivision

formedtheFinanceSectorWorking

Partyon Securitisationas ameansof

Insurance

26



761

consultingwith thefinancesectorin

Guernseyanddevelopingits policy on

securitisations.Themembersof the

workingparty arelistedin Appendix

2. The workingparty is consideringall

typesof securitisations,including the

securitisationof insurancerisks andthe

useof PCCs.Thefirst meetingwas

held in October1999 andfurther

meetingswill be held following

developmentsin thereviewsof various

laws, including theInsuranceLaw

(particularlyconcerningsolvency

requirements),trust law, companylaw

andthe introductionof a law

governingfloatingcharges.

TheInsuranceLaw is currently

subjectto a full review. The Insurance

Law ReviewCommittee,whichwas

setup in 1994,met againin 1999in

order to finalise its recommendations

in respectof thereview. A numberof

othersectorrepresentativeshavebeen

invited to join the InsuranceLaw

Review Committeeto considernew

areasof developmentandto

incorporatechangesrecommendedby

theUnited Kingdom HomeOffice

Reviewreport.The work of the

committeeis expectedto he

completedby the endof 2000.

TheInsuranceSectorPolicy

Advisory Group, previouslycalled the

InsuranceThink Tank,which was

establishedin 1998, met againin

1999.The Advisory Group, comprised

of insurancesectorprofessionals(see

Appendix2), is reviewingGuernsey’s

insurancelegislationandconsidering

ways in whichtheBailiwick can

developasaninsurancecentre,taking

into accountthe servicesandproducts

whichmaybe requiredof a dynamic

andsuccessfulcentrein themedium

andlong term.

A PensionsSteeringGroup was

formedin 1997 to considerwhether

supervisionof pensionsin Guernseyis

appropriateand,if so, whatform any

supervisionshouldtake.The Groupis

examiningpersonalpensionsand

pensionsschemesin boththe offshore

anddomesticmarket.Work in this

areais ongoing.

Previously,theInsuranceDivision

hadmadeon-siteinspectionson anad

hoc basishut, towardsthe endof 1999,

theDivision establishedasystematic

on-site visit programmefor authorised

insurancemanagersandlargeself-

managedinsurers.The first on-site

inspectionwascarriedout in December.

It encompasseda review of a

managementcompany,aselectionof

thecaptivesundermanagementand

themanager’santi-moneylaundering

1,rocedures.The programmewill be
developedfurther in 2000 for on-site

inspectionsof insurance

intermediaries,offshorelife

companiesanddomesticinsurers.

Insurance
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Aided by the return ofbuoyant conditions

in the international investmentmarkets,

1999 wasan outstandingyearfor

investmentbusinessin Guernsey.

Investment Highlights

• Assetsundermanagementin Guernseyauthorisedfunds
roseby 46% to a record£22.9billion.

• Therewasnetnew investmentin open-endedschemesof
£1.8 billion in 1999, an annualincreaseof over 400%.

• Numbersof authorisedandapprovedfunds, funds listed
on internationalstockexchangesandnon-Guernsey

schemesservicedfrom Guernseyall reachednewhighs.

• Thenumberoflicensedinstitutionswasup 28%to 355 at

the yearend.

• Legislationwasextendedto permit protectedcell companies
to beusedfor closed-endedcollective investmentfunds.
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Investment Business

Businessdevelopments

Buoyantconditionsreturnedto the

internationalinvestmentmarketsin

1999, whichwereencouragedby the

prospectof aprolongedperiodof low

inflation in the United Statesof

AmericaandEuropeandthe return of

confidencein the Asianmarkets.

This, togetherwith a continuing

strongflow of new business,was

reflectedin an increaseovertheyear

of~7.25billion (46.2%)in the total

value of assetsundermanagementin

Guernseyauthorisedandapproved

collective investmentfundswhich

reachedanall-time high of

£22.9 billion at 31 December1999.

Figures 18 and19 indicatethetrend

over time in assetsundermanagement

andthenumberof fundsmanagedin

Guernsey.

ClassB schemes,oncepreferred

for nichemarkets,havebeenaimed

increasinglyat retail investors.

Strategiesfor new fundsinclude

conventionalglobal equityinvestment,

Islamicinvestment,technology

investmentandarangeof privatefunds

with diverseinvestmentobjectives.

Schemesarebeingcomposedwith

targetmarketsin particulargeographical

areasandthe InvestmentBusiness

Division hasbeenin correspondence

with a particularlywide rangeof

overseasregulatorsin connectionwith

applicationsfor schemesto be marketed

in otherjurisdictions. Both new and

existing ClassB schemescontinueto

be employedastheunderlying

investmentvehiclefor pensionsand

savingsschemes.Two closed-ended

fundswereconvertedinto ClassB

schemesduring theyearandone

schememigratedinto the Bailiwick,

whilst two existing ClassB schemes

wereconvertedinto ClassA schemes.

Theclosed-endedsector

continuedto thriveduring 1999,

particularlyasa vehiclefor venture

capital funds. Limited partnerships

were a favouredstructure,with many

fundsnow consistingof multiple

limited partnerships,eitherinvesting

in parallelor with different investment

strategies.Technology,media,

propertyanddebt fundsall featured

amongstthesestrategies.The

strongesttrend was, however,towards

Europeanequities,focusingon small

businesses,ventureor mezzanine

investment,huyoutsandrecovery

funding. This trendhasled to a surge

in euro-denominatedfundsin this

sector.Table 6 showsthestrengthof

this areaof Guernsey’sbusiness,

showinga 14.4%increasein the

numberof schemesanda 57.8%

increasein netassetsovertheyear.

Figures20 to 23 provide abroad

breakdownof thetypesof investment

by openandclosed-endedfundsand

their reportingcurrencies.

Tables6 to 8 illustratetheexcellent

progressmadein all partsof thefund

sector.With somethirty-nine

applicationsin thepipelineat

31 December1999, theprospectsfor

2000 look equally encouraging.
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New businessauthorised/approved

duringtheyearreflectedthe continuing

confidenceof internationalfund

managersin Guernseyas a leading

jurisdiction for theestablishmentof

their products(seetable9). During

the year,twenty-onesponsorsnot

previouslyrepresentedin theBailiwick

launchednewproductsandat 31

December1999 Guernseyfundswere

sponsoredby institutions from thirty-

nine countries,anincreaseof rtvo over

1998 (seefigures24 and25).

ThePCChasbecomethe

preferredstructurefor new umbrella

andmulti-classopen-endedschemes.

At the endof 1999 therewere twenty-

two suchschemesout of a total of 108

with multiple classes.The PCC

structureis seenas the idealstructure

for privateclient vehicles,whereeach

cell representstheinvestmentsof a

smallnumberof high networth

individuals or institutions.Where

previousinvestmentstrategieshave

requiredthecreationofintermediate

holdingcompaniesto hold classassets,

this needis largely negatedby’ a PCC.

The adventof the euroalso

broughtaboutthere-structuringof

manyschemeswhereclasseswere

denominatedin the legacycurrencies.

The opportunitywastakenby a wide

rangeof funds particularly currency

andmoney-marketfunds -~to

amalgamatelegacycurrencyclasses

into oneeuro-denominatedclass.Such

consolidationhasleft the total number

of classeslittle changedover theyear,

despitethe additionof new sub-funds

to a largenumberof umbrellaand

multi-classfunds.

Diversificationby existing umbrella

andmulti-classschemesgenerallywas

asinventive as ever,with particular

emphasison new Far East,technology,

propertyandspecialistclasses

employingsophisticatedstock-picking

andmarketmodelling strategies.

The Non-GuernseySchemesRules

permitGuernsey’financial institutions

to offer administration,management

or custodyservicesto open-ended

schemesdomiciled in other

jurisdictions. Thenumberof non-

Guernseyschemesservicedby

Guernseylicenseesduringtheyear

TABLE 8 CIosed~endedfunds
endlgSS end 1999 %change

Number of funds 202 231 +14.4

Value of assets (l1mns) 5,244 8,274 ÷57.8
Number of registered holders foliOs) 13 1 169 ÷29,0
Stock exchange listed 55 60 +9 1

Guernsey approved closed-ended schemes normallyhaves fixed capital issued once and for all
andinvestors have no absolute entitlement to redeem their shares/units

~aIdistribution of investments

UK Europe N
Am
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roseby 12%to 131 andtheir valueby

54.4% to a record£7 billion. This

sectorrepresentsagrowingsourceof

businessfor Guernseyandarecognition

of theBailiwick asa centreof

excellencefor administrationservices.

Developmentsin investment

businessoutsidethefund products

sector,for examplediscretionaryfund

management,stockbrokingand

investmentadvisoryservices,were

also positive,with someeight new

licencesissuedduring the yearto

institutions proposingto carry’ on

businessin theseareas.

Supervision and policy

The combinationof thebuoyant

investmentbusinessclimateand

demandsfrom externalagencies

referredto elsewherein this Report

meantthat, in turn, supervisory

resourceswere fully stretchedin 1999.

Thenumberof institutions

licensedundertheProtectionof

Investors(Bailiwick of Guernsey)Law,

1987 (“the P01 Law”) increasedfrom

278 at 31 December1998 to 355 at

31 December1999, while thenumber

of collective investmentsfundsunder

supervisionalsoreachedanew high of

429 attheyear end (comparedwith

393 at 31 December1998), increases

of 28 % and9 % respectively(see

figures 18 and26).

A furthermeasureto increasethe

competitivenessof Guernseyasa

leadingfund centrewastakenin

October,whentheCommissionmade

theProtectedCell Companies

(PrescribedCompany)Regulations,

1999. This extendedthepermitteduse

of thePCCstructure,whichhad

previouslybeenreservedfor open-

endedcollective investmentschemes

andinsurers,to include closed-ended

collective investmentfunds. This

initiative wastakenin responseto

requestsfrom seniorfigures in the

United Kingdom venturecapital

industryandtheir professionaladvisers

andis expectedto result in vetmore

quality closed-endedfund business

choosingGuernseyasits preferred

domicile.

Againstthis backgroundof a

proactiveresponseto the investment

TABLE 7 Open ended funds
end 1998 end 1999 %change

Numberof funds 191 198 ÷3.7
Number of Investment pools 529 505 1.7
Value of assets (~mns) 10,450 14,671 ÷40.4
Net new investment over year (2mns) 348 1,766 ÷407.5
Number of registered holders (‘OOOs) 117.4 134.4 +145
Stock exchange listed 54 60 ÷111

Guernsey authonsed open-ended funds are funds in which shares/units are offered for sate
throughout their life and which investom are entitled to redeemon demand sublect to any
applicable notice period. A lint of authorised schemes appearsat Appendix 5.

Equity
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businesssector,it is particularly

disappointingto recordthatonly

modestprogresswasmadetowards

completingthe review of Guernsey’s

designatedterritory statusfirst

announcedby Her Majesty’s Treasury

(“HMT”) in 1993. In consequence,

GuernseyauthorisedClassA collective

investmentschemes,whichareeligible

to be marketedto the generalpublic in

the United Kingdom by virtue of

Guernsey’sdesignatedterritory status,

areforcedto operateunderoutdated

“Class A Rules”madewhen thestatus

wasgrantedin 1988. This not only’

carriesa reputationalrisk to Guernsey,

whichwishesto remainat the

vanguardof currentregulatorybest

practice,but also placesthe Guernsey

fund sectorat acompetitive

FIGURE 24 Nationality of sponsors/joint
sponsors of Guernsey
open-ended funds as at
31 December 1999

UK
S ‘.‘ ew’and
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Gibraltar
Iceland
Israel
Jordan
Malaysia
Norway
South Korea
Spain
Sweden
Turkey

0 20 40 60 80

disadvantageboth to its United

Kingdom counterpartsand, more

broadly,whenseekingto marketits

productsinternationally.The

Commissionwill continueto press

HMT for a firm timetable for

completionof thereview andfor early

agreementto therevised“ClassA

Rules”, a draftof which wassubmitted

to HMT in April 1997.

In responseto requestsfrom the

fund sectorandcommentsin the report

arising from the United Kingdom

Reviewof FinancialRegulationin the

CrownDependencies,the Commission

issueda GuidanceNotein December

on “Outsourcingof administration

functionsin respectof authorised

collectiveinvestmentschemes”.

This GuidanceNote is replicatedin

Appendix7. In the Commission’s

view, properl~’controlledoutsourcing

of back-officetasksis animportant

elementtowardsutilising theBailiwick’s

humanresourcesto besteffect.

TheInvestmentBusinessDivision

continuedto work closelywith the

GuernseyFundManagersAssociation

(“the GFMA”) on mattersof mutual

interest,reflectingthe Division’s

philosophythatboth theregulatedand

theregulatorhavean overriding

commoninterestin protectingand

enhancingthe reputationof Guernsey”s

financial institutions andhence

Guernseyasajurisdiction. In May and

June,theDeputy Directoranda senior

analystran day-longcompliance

managementworkshops,sponsoredby’

the GFMA, attheTraining Agency.

Thesetwo workshopswereattended

TABLE 8 Non-Guernsey schemes
end 1998 enc 1999 % change

Numberof funds 117 131 +12.0
Value of assets l~mnsl 4,563 7,044 ÷54.4
Stock exchange listed 15 22 .46.7
These open-enoed schemes incorporated/established ‘a” other jurisdictions are not Guernsey
authorised/approved. However. Guernsey ‘nstrtut~onslicensed under the Protection of Investors
1Bailiwce of Guernseyl Law. 1987 provide management/administration or custodian services to
such schemes with specifc soproval from the commission.

nab ~
South Africa ~
Denmark ~
Luxembourg ~
SaudiArabia S
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Belgium I
Egypt I
Germany I

FIGURE 25 Nationality of sponsorsrjoint
sponsors of Guernsey
closed-ended funds as at
31 December1999
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by atotal of forty-oneparticipants

representingtwenty-seveninstitutions.

As in previousyears,theDivision was

alsopleasedto be invited to addressa

GFMA openeveningin April,

attendedby someseventy-two

membersandguests,on compliance

andcurrentissuesof interest;these

opportunitiesfor informal dialogue

with, andquestionsfrom, thesector

andits advisersarewelcomed.

Compliancevisits remainedan

important, albeitresource-consuming,

elementof thecontinuingsupervision

of licensees.During theyear,visits

weremadeto five designatedmanagers

andfour designatedcustodiansof

collectiveinvestmentschemesandto

five otherlicenseesundertheP01

Law. Of thesevisits, ninewere

routine,onewasa follow-up visit to

ensurethatpreviousl~’identified

weaknesseshadbeenrectified, and

four reflectedspecialcircumstances

which hadcometo the Commission’s

attention.It wasnecessaryto report

on mattersof strategicimportanceto

thehoardof directorsas regardsnineof

the fourteeninstitutions visited, and

subsequentcorrectiveactionto the

satisfactionoftheCommissionhas

beentakenor is beingfollowedup.

This scheduleof on-sitevisits was

extendedin thespringof 2000 when

theInvestmentBusinessDivision

commencedasystematicprogramme

of visits designedto investigatethe

anti-moneylaunderingproceduresof

designatedpersonsandother licensees.

During theyear,theDivision

continuedto monitor licensees’

progresstowardstesting their systems

for the millennium changeover.It is

pleasingto reportthat, in theevent,

no majorproblemsoccurredduring

thetransitionto 2000.

1999

ad 30 30
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TheDirector ofInsurancecontinuedto

representGuernseyon the Executive

Committeeof the IAIS and as chairman
ofOGIS.

International Developments Highlights

~ Visits weremadeto banksin otherjurisdictions.

~ Bilateral meetingswereheldwith supervisorsfrom

Gibraltar, the Isle of Man, Jersey,theNetherlands,

Switzerland,the United Kingdom and the United Statesof
America.

~ Commissionstaff attendedcoursesworldwide.

~ The Commissioncontinuedto participateactivelyin the
main internationalregulatoryorganisations.

• The Commissionwas active in the field of insurance

fraudavoidance.

Home jut
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InternationalDevelopments

Banking

In 1999 theBankingDivision attended

severalinternationalmeetingsand

eventson behalfof theCommission.

In FebruarytheDirectorand

DeputyDirectorheldmeetingswith the

JerseyFinancialServicesCommission.

A rangeofmattersof commoninterest

werediscussed,including coverageof

threebankinggroupswith operationsin

bothjurisdictions.An on-sitevisit was

alsomadeto abranchof a Guernsey

hankoperatingin Jersey.

The Director andtheDeputy

Director attendedtheOffshoreGroup

of BankingSupervisorsConference

held in Malta from 31 May to 2 June.

As usual,this proved to bea useful

forumto exchangeinformationon

currentreviewsandinitiatives andto

engagein bilateral exchangeswith the

homesupervisorsof someBailiwick

banks. Somediscussionalso took place

on the variousinternationalinitiatives

affectingoffshorecentresglobally.

Details of theOffshoreGroupof

Banking Supervisorsare containedin

Appendix 11.

In JunetheDirector attendedthe

inauguralmeetingof theFinancial

Stability Institutein Baselwhich

discussedthenew Capital Accord

proposalsof the BaselCommitteeon

BankingSupervision.Thesenew

proposalsareintendedto overhauland

replacethe 1988 Capital Accordwhich

hasundergonea seriesof amendments

overthe interveningperiod.

The Deputy Directorandan

analystfrom theDivision attended

meetingsin the Isle of Man in July.

Thesemeetingsincludedbilateral

discussionswith theIsle of Man

FinancialSupervisionCommissionand

visits to bankswho provide outsourcing

servicesto Guernseybanks.

In SeptembertheDeput~’Director

attendedtheTorontoInternational

LeadershipCentrefor FinancialSector

Supervisionbankingcourse.This

Centreis sponsoredby the World Bank,

theGovernmentof Canada,Schulich

Schoolof Business York University,

the InternationalMonetaryFund,the

Bankfor InternationalSettlementsand

theInternationalOrganizationof

SecuritiesCommissions.The course

focusedon world renownedbanking

supervisorspassingon first hand

knowledgethroughcasestudiesof

bankingcrisestheyhadexperienced.It

wasattendedb bankingsupervisors

from twentydifferentnations.

Also in September,the Deputy

Director attendedtheJoint Year2000

Council EuropeanRegional Meetingin

Rome.This wasattendedby

supervisorsfrom acrossEuropeand

focusedon prospectivecomputer

issuesandhow supervisorsshould

reactto them.

In OctobertheDivision’s senior

analystmetwith SouthAfrican

supervisorsas partof a collegeof

regulatorsmeetingat theFinancial

ServicesAuthority in London, in order

to discussSouthAfrican banks

operatingin the British Isles.

In Novemberananalystattendeda

conferencein Londonorganisedby the

FinancialServicesAuthority’ to promote

thenewBasel CapitalAccordproposals.

In thatmonth theDirector andDeputy

Director also visited the Swiss Federal

BankingCommissionin Bern andthe

headoffices of someSwissbanksin

Zurich. The Bernmeetingwasa

bilateral onewhichdiscussedgeneral

supervisoryissuesandthesupervision

of theseveralSwissbankinggroups

with branchesor subsidiariesin

Guernsey.This provedto bea useful

meetingandboth Commissions

learnedmore of thedetail of the

other’smethodof bankingsupervision.

The Zurichmeetingswerefocusedon

the rolesplayedby Guernseybanksin

their wider bankinggroups.

Finally, in 1)ecember,theDirector

andDeputy Director held their annual

meetingsin Londonwith theFinancial

ServicesAuthority andthe Bankof

England.The bilateral meetingswith

the FinancialServicesAuthority, as

usual,consideredsupervisoryissuesof

commoninterest,includingbanks

operatingin bothjurisdictions.TheBank

of Englandmeetingdiscussedstatistical

dataflows whichtheCommission

voluntarily providesto the Bank from

aggregatebankingstatistics.(The

aggregateofthesestatistics,together

with thoseof Jerseyandthe Isle of

Man, is shownin Appendix 12.)

In additionto thesevisits by

Banking Division staff, the following

internationalsupervisorsmadevisits to

the Banking Division anrl/or banks

operatingfrom Guernsey:- Dc

NederlandscheBank NV, theFederal

GermanSupervisoryOffice, the

FerleralReserve(WashingtonDC), the
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FinancialServicesAuthority (United

Kingdom), theGibraltarFinancial

ServicesCommission,theJersey

FinancialServicesCommissionandthe

Office of theComptrollerof the

Currency(United Statesof America).

Wherebankswere visited by overseas

regulators,this waswith theprior

agreementof the Commissionandwith

the requirementthata memberof the

BankingDivision be in attendance.

Fiduciary servicesand
enforcement

Theregulationof fiduciariesand

administrationbusinessesanticipated

in the Bailiwick parallelsdevelopments

in otherjurisdictions. Jerseyis

proposingto introducesuchregulation

in its FinancialServices(Extension)

(Jersey)Law, 2000 andthe Isleof Man

is alsointroducingalaw to regulateits

corporateserviceproviders.

The Commissionhasbeenliaising

closely with theJerseyFinancial

ServicesCommissionandtheIsle of

Man FinancialSupervision

Commissionin relationto the

prospectiveregulationandassociated

matters.Similar regulationto that

proposedin the Bailiwick and

elsewherehasbeeneffectivelyextant

in Gibraltarfor somey’ears. In the

United Kingdom, thereis ageneral

exemptionfor trusteesunderthe

FinancialServicesAct 1986, antIonly

thosecorporatetrusteeswhich are

requiredto he membersof the

InvestmentManagementRegulators’

Organisation(“IMRO”) areregulated

in the conductof trusteebusiness.The

FinancialServicesAuthority, however,

hasannouncedthat it will be revising

thecurrent IMRO rules for trustees

andthe consultationprocessis expected

to beginshortly. The FinancialServices

Authority regardstrusteeactivitiesas

oneof theareasto beconsidered.This

is consistentwith arecommendationin

theUnitedKingdom HomeOffice

Reviewreportthat theUnited

Kingdomauthoritiesshouldalso

extendtheregulatoryboundaryto

cover providersof trust services.

Insurance

TheDirector of Insurancecontinued

to representGuernseyon the

ExecutiveCommitteeof the

InternationalAssociationof Insurance

Supervisors(“the IAIS”) andas

chairmanof theOffshoreGroupof

InsuranceSupervisors(“OGIS”).

Furtherinformation on the IAIS and

OGIScanbe foundin Appendix 11.

The Director of Insuranceis

chairmanof theInsuranceFraudSub-

Committeeof theIAIS andis actively

participatingin severalother technical

committees,including thoseon

reinsuranceandaccounting.

The Director of Insuranceis also

on the faculty of theInternational

Associationof Certified Fraud

Examinersandon theInsurance

Advisory Groupof theToronto

InternationalLeadershipCentrefor

FinancialSectorSupervision.

During theyeartheDirector of

Insuranceor his staffgave

presentationsor participatedin

discussionswith varioussector

associationsandregulatoryagencies.

The Director of Insurancegave

presentationsat two insurance

supervisorytrainingseminarsin

SingaporeandTokyo.

The Directorof Insurancealso

presenteda paperon insurancefraud

avoidanceto theInsuranceSolvency’

Committeeof theOECD. He also

attendedtwo meetingsandgave

presentationsto theOffshoreFinance

CentresWorkingGroupof the G-7

FinancialStability Forum. He spokeat

theconferencefor the Pacific

Registrarsof OffshoreBankingand

BankingServicesin Vanuatuandto the

following organisations:-

FinancialServicesAuthority

(United Kingdom);

Associationof British Insurers;

Life InsuranceAssociation

(UnitedKingdom);

Lloyd’s of London; and

NationalAssociationof

InsuranceCommissioners

(United Statesof America).

In order to further theobjectiveof

thedevelopmentof theinsurance

sectorin Guernsey,theCommission

w’as presentat six risk management

conferences,namelyAIRMIC in

Nottingham(UnitedKingdom),

SARIMA in SouthAfrica, FERMA in

Berlin, RIMS in theUnitedStatesof

America, CICA in theUnited Statesof

AmericaandtheMiami Risk Strategy

Conference.In addition,theDirector
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of Insurancespokeat several

conferencesin theUnited Kingdom on

risk financingfor captives,

internationalinsurersolvencyand

PCCs.He also spoketo severalprivate

groupsin Guernseyandthe United

Kingdom.

During 1999theInsurance

Division also instigatedandsupported

alectureto theprivateinsurance

sectoron the International

UnderwritingAssociation.

Investment business

The InvestmentBusinessDivision

continuedto developits relationships

with overseassupervisors,both aspart

of its duediligenceproceduresandto

provide assistanceon request,

reflecting theCommission’s

commitmentto internationalregulatory

co-operation.Contactwith international

counterpartsis adaily occurrence.

TheCommissionis amemberof

theInternationalOrganizationof

SecuritiesCommissions(“IOSCO”)

andthe EnlargedContactGroupon

the Supervisionof CollectiveInvestment

Funds (“ECG”) (seeAppendix II), and

maintainedits supportfor these

organisationsduringtheyear.In May,

theDirector Generalattendedthe

Annual Conferenceof IOSCOin Lisbon.

He alsorepresentedthe Commission

at ameetingof the EuropeanRegional

Committeeheld in Krakow in October

undertheauspicesof thePolish

SecuritiesandExchangeCommission.

A memberof theInvestmentBusiness

Division attendeda oneweektraining

seminarin Montrealon “Implementing

theobjectivesandprinciples of

securitiesregulation” organisedby

IOSCO andsponsoredby’ theWorld

Bank. TheCommissionalso

contributedto astudy by’ IOSCO’s

SROConsultativeCommitteeon

standardsof trainingandcompetence

in the securitiesindustryanda

questionnaireon stockmanipulation.

In September,theDirector of

InvestmentBusinessattendedthe

annualmeetingof theECG held in Rio

de Janeirounderthechairmanshipof

theComiss~ode ValoresMobiliários of

Brazil, at whichtwenty-three

regulatoryagencieswererepresented.

Topicsdiscussedincludedlegal issues,

conflicts of interest,disclosure,the

scopeof supervision,derivatives,

internationalco-operationandthe

2000 computerissue.

During theyear,theDivision

receivedvisits of officials from the

FinancialServicesAuthority andthe

SecuritiesandFuturesAuthority in the

United Kingdom andtheHongKong

SecuritiesandFuturesCommission.

In turn, theDirector andDeputy

Director also visited theFinancial

ServicesAuthority’ in London.

In addition to thesemeetingsto

discussspecificcurrentregulators’

issues,membersof theDivision

acceptedinvitations to weeklong

trainingprogrammessponsoredby the

UnitedStatesSecuritiesandExchange

Commissionin WashingtonDC andby

theFinancialServicesAuthority in

London. Theseprogrammeswere

attendedby’ participantsfrom forty-

eight andsixty-six regulatorybodies

respectively,further wideningthe

Division’s circleof contactsin

overseasagencies.

The InvestmentBusinessDivision

also hasa duty to developinvestment

businessandkeepabreastof current

trendsandissuesaffectingthe

investmentsector.To this end, during

1999 the Directorandhis colleagues

attendedconferencesin Bermudaand

LondoncoveringChannelIslands

funds, the globalisationofcollective

investmentfunds, c-commerce,the

changingfaceof Europeanfund

regulation,themarketingand

distributionof fundsin Europe,funds

of funds, andalternativeandprivate

investmentvehiclesandstrategies.
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The CriminalJusticeLaw, colloquially

knownas the “All CrimesLegislation”,

brings Guernsey’santi-moneylaundering

systeminto alignmentwith the bestin

the world.

Prevention of Economic Crime Highlights

• The Criminal Justice(Proceedsof Crime) (Bailiwick of

Guernsey)Law, 1999was enacted.

• The CommissionissuedrevisedGuidanceNoteson the

Preventionof MoneyLaundering.

• The Commissionintroducedanti-moneylaunderingon-
sitevisits.

• GuernseyadvisedFATF of its commitmentto meetingthe
Twenty-FiveCriteriafor definingnon-co-operativeterritories.

• The Director Generaljoined the United NationsOffshore
ForumAdvisory Panel.

• TheBailiwick FinancialCrime Committeewasestablished.
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All Crimes legislation

On 1 January2000 the Criminal

Justice(Proceedsof Crime)(Bailiwick

of Guernsey’)Law, 1999 (“the

Criminal JusticeLaw”) cameinto force

alongwith thecorresponding

underl~’ingregulations,theCriminal

Justice(Proceedsof Crime) (Bailiwick

of Guernse~’)Regulations,1999 (“the

Regulations”).The Criminal Justice

Law, colloquially know’n as the“All

Crimes Legislation”, brings Guernsey’s

anti-moneylaunderingsystemsinto

alignmentwith the bestin theworld.

From amoney’ laundering

standpoint,theCriminal JusticeLaw

hasthe effectof making it a criminal

offencefor anyoneto assistanotherto

retainthebenefitfrom anycriminal

conduct.The Criminal JusticeLaw and

Regulationsalso introducea statutory

defenceagainstbeingprosecuted

under theseprovisionsif thesuspicious

beliefor matterhadbeenpreviously

disclosedto thepoliceor customsin

Guernsey’andcompel individualsand

financial servicesbusinessesto adopt

thepracticeof suspicioustransaction

reporting.

Prior to the introduction of the

Critninal JusticeLaw, theBailiwick

hadeffective systemsto combatthe

launderingof proceedsof drug

trafficking andterroristactivities.The

Criminal JusticeLaw merely’ addsall

othercrimesto thosealreadycaught,

whichwill include,for example,the

proceedsof theft, false accounting,

insiderdealingandtaxevasion,to

namebut a few.

The Criminal JusticeLaw rlefines

criminal conrluct asanyconduct(other

than drugtrafficking which is covered

by separatelegislation):-

(a) which constitutesacriminal

offenceunder thelaws of the

Bailiwick of Guernseywhichmay

he tried on indictment; or

(b) whichwould constitutesuchan

offenceif it wereto takeplacein

theBailiwick of Guernsey.

It createsfive offences.Theseare

concealingor transferringtheproceeds

of criminal conduct;assistinganother

personto retainthebenefitof criminal

conduct;acquisition,possessionor use

of proceerlsof criminal conduct;

tipping off’; andprejudicingan

investigation.

A personwho is found guilty of

an offenceis liable to amaximumof

fourteenyears’imprisonment.

The Regulationsaretnadein

pursuanceof section54(1)(c) of the

Criminal JusticeLaw andprescribefor

thepurposesof theCriminal Justice

Law (inter alia): -

(a) theidentification procedures,

record-keepingprocedures,

internalreportingproceduresand

trainingproceduresto he

establishedandmaintainerlby

financial servicesbusinesses;and

(b) guidancewhichtheCourt shall

take into accountin determining

whetherany personhascomplied

with a duty or requirement

imposedby or in pursuanceof the

Regulations,beingguidance

which, in the opinion of the

Court, is relevantto the duty or

requirementin questionandwhich

hasbeenissuedor approvedby the

Commission.

With referenceto the latter, the

Commissionissuedrevised Guidance

Noteson thePreventionof Money

Launderingin October,sotnemonths

beforethe Criminal JusticeLaw came

into effect. The revisionof the

GuidanceNoteswasled by the

Banking Division with assistancefrom

the Commission’sother Divisionsand

theJoint Money’ LaunderingSteering

Group(seeAppendix2). The

GuirlanceNotes are availablein CD-

ROM andring hinderformatanda

copY is availableupon request.The

GuidanceNoteshavebeenissuedto

assistfinancial servicesbusinessesto

comply with therequirementsof the

anti-moneylaunderinglaws in force in

theBailiwick. TheGuernsey’Courts

maytakeaccountof theseGuidance

Notesin determiningwhethera

personhascompliedwith aduty or

requirementimposerlby’ or in

pursuanceof theRegulations.

Finally, it shouldbenotedthat

financial servicesbusinessescoveredby’

theCriminal JusticeLaw include:-

(a) any’ personor body carryingon or

providing servicesin relationto

thebusinessof banking,hureaux

rle change,chequecashers,

insurance,investment,asset

managementor administration,

trusteeship,companYor trust

formationandadministration,the

establishmentof business

enterprisesor any’ matterancillary’

to suchbusiness,
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(b) anypersonproviding servicesof

the typereferredto in paragraph

(a)in thecourseof carryingon the

professionof alawyerunlesssuch

servicesareincidentalto the

provisionof legaladviceand

services.

(c) anypersonproviding servicesof

thetype referredto in paragraph

(a)in thecourseof carryingon the

professionof an accountantunless

suchservicesareincidental to the

provision of accountancyadviceor

services,

On—site visits

As mentionedelsewherein this Report,

the Banking,InsuranceandInvestment

BusinessDivisionsnow conducton-site

visits dedicatedto investigatingtheanti-

moneylaunderingsystemsof financial

servicesbusinessesin Guernsey.The

BankingDivision deviseda detailed

checklistfor this programmeof visits

in orderto fulfil the 25 Core

Principlesof theBaselCommitteeon

Banking Supervisionand,additionally,

to investigatehow financial services

businessescomply with theGuidance

Noteson thePreventionof Money

Launderingin thecontextof theForty’

Recommendationsof the Financial

Action TaskForceon Money

Laundering(“FATF”). As statedin

the GuidanceNotes,theCommission

will conductaprogrammeof on-site

visits to monitor complianceby all

financialservicesbusinesseswith the

GuidanceNotes.

Financial Action Task

Force on Money
Laundering

In July 1999the Commissionhosteda

routineevaluationvisit by

representativesof FATE on behalfof

theOffshoreGroupof Banking

Supervisors(“the OGBS”). The OGBS

hadinvited FATF to conductan

impartialreview of theanti-money’

launderingsystemsof theOGBS

membership,whichincludes

Guernsey.

Thereview wasa wide-ranging

analysisof Guernsey’ssystemsfor the

prevention,detection,investigation

andprosecutionof money’ laundering

via-à-vis theForty Recommendations

issuedby FATF in 1996 (asextended

from time to time by the issueof

interpretativenotes).

The reviewinvolved all five

Divisions of theCommission,the

Committee,theLaw Officers’

Chambersandthe police andcustoms

Joint Financial InvestigationUnit.

Comprehensivereportswereprovided

by’ all Guernseyauthoritiesin response

to two detailedquestionnairesandthe

review teamvisited the Bailiwick for

two daysin July’. TheFATF teammet

not only with theauthoritiesbut also

with representativesof theGuernsey

InternationalBusinessAssociationand

with theseniorexecutivesof two

Guernseybanks.

Guernsey’is movingtowards

completecompliancewith the Forty’

Recommendationsandanticipates

recognitionof that fact afterthenext

review visit. In this regard, two laws,

theproposedDrug Trafficking

(Bailiwick of Guernsey)Law, 2000 and

theproposedCriminal Justice

(InternationalCo-operation)(Bailiwick

of Guernsey)Law, 2000 will enable

Guernsey’to ratify the 1988United

NationsConventionagainstIllicit

Traffic in NarcoticDrugsand

PsychotropicSubstancesandthe 1990

Council of EuropeConventionon

Laundering,Search,Seizureand

Confiscationof theProceedsfrom

Crime. Legislationwhichenables

Guernseyto ratify both these

Conventionsis essentialto

demonstratecompliancewith the

Forty Recommendations.

In early 2000 FATE issued

Twenty-Five Criteria for definingnon-

co-operativecountriesor territories.

With thesupportof theCommission,

theCommitteehasconfirmedto

FATF Guernsey’scommitmentto

meetingthe Criteria.

United Nations initiative

The United Nationshasa

long-standinginterestin thedeterrence

of economiccrime. Indeed,the 1988

UnitedNationsConventionagainst

Illicit Traffic in NarcoticDrugsand

PsychotropicSubstancesdid muchto

concentrateinternationalopinion on

how to deal with the proceerlsof

economiccrime.

In 1998 the United NationsOffice

for Drug Control andCrime

Preventionissuedadocumententitled
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“FinancialHavens,BankingSecrecy

andMoney Laundering”.Following

thepublicationof thatdocument,the

UnitedNationsOffshoreForum was

establishedwith theobjectiveof

enlistingthesupportof all jurisdictions

to denycriminalsaccessto theglobal

financialmarketfor thepurposeof

launderingtheproceedsof crime.

The DirectorGeneralof the

Commissionwasinvited to join the

United NationsOffshoreForum

Advisory’ Panelandattendedtwo

meetingsof the Advisory’ Panelin

Viennaduring 1999. In duecourse,the

OffshoreForumwill establishteaching

programmes,providetechnical

assistanceon thepreventionand

detectionof economiccrime andset

minimum standardsof financial

regulationandlaw enforcement.

The Bailiwick Financial

Crime Committee

In late 1999 The Bailiwick Financial

Crime Committeewasestablishedin

orderto facilitatecloserco-ordination

at astrategiclevel betweenthe Law

Officers’ Chambers,the Commission

andthepoliceandcustomsJoint

Financial InvestigationUnit with

regardto thepreventionanddetection

of economiccrime. The Commission

is representedby executivesin the

Banking, Director General’sand

FiduciaryServicesandEnforcement

Divisions. The Bailiwick Financial

Crime Committeehasa wide-ranging

remit andits discussionsto datehave

centredon thestructureof, andlinks

between,theanti-moneylaundering

authoritiesin Guernsey,closerco-

operationbetweentheauthoritiesand

possiblefuture legislation.

As part of theCommittee’s

activity’, in conjunctionwith law firms

in BrusselsandNew York, theDirector

General’sDivision commenceda

comparisonof Guernsey’santi-money

launderinglegislationwith that in the

EuropeanUnion andNew York. To

date,althoughthereare differencesof

approachbetweenEuropeanUnion,

GuernseyandNewYork legislation,this

comparisonindicatedthat Guernsey’s

anti-moneylaunderinglaw and

policiesareasgood as,or betterthan,

many OECDjurisdictions. Further

researchwill beconductedin 2000

and,if appropriate,legislative

proposalswill be put to the Bailiwick

legislaturesin duecourse.The

Director General’sDivision is also

reviewingotherchangesto economic

crime legislationwhich maybe

desirable.

Education

The Commissioncontinuedits role in

educationconcerningtheprevention

anddetectionof economiccrime. In

particular,theDirector Generalgavea

speechon bankingsecrecyand

confidentiality’ at theInternational

Symposiumon EconomicCrime in

Cambridge.TheSymposiumwasalso

attendedby a memberof the

Commission’senforcementstaff. In

addition,supportwasprovided to the

Training Agency’scourseson the

GuidanceN’oteson thePreventionof

Money’ LaunrleringandaCommission

executivealsogaveapresentationto

the GuernseyAssociationof

ComplianceOfficers. As statedon

page36, theDirector of Insuranceis

particularly active in relationto

insurancefraudavoidance.
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TheAgencyhas an admirabletrack record

offacilitating high quality training events.

Education and Training Highlights

• The mergerof the FTA and GTA waseffectivefrom

1 June1999.

• The TrainingAgencyboastsover 500 registeredstudents

who madeover 3,000 study visits to theNelsonPlace
Study Centre.

• It is anticipatedtwenty-sixstudentswill graduatein 2000
from thecorporategovernance/GradICSA andpersonnel

management/GradIPD programmes.

• Over 3,000 delegatesattendedthe Training Agency’s

conferences.

• TheAgency launchedthe prestigiousInstitute of Directors

CompanyDirection Programmefor Guernsey.

• A comprehensivetrainingprogrammewasheldon the

All CrimesLegislationand therevisedGuidanceNotes
on the Preventionof MoneyLaundering.

• TheInvestorsIn Peopleinitiative was introducedin the
Bailiwick.
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The new Agency

During 1999the activities ofthe Finance

TrainingAgency(“the ETA”), which

wasestablishedby the Commission,

weremergedwith thoseof theGuernsey

TrainingAgency(“the GTA”), a similar

body to theETA, but chargedwith

the role of developingtrainingand

erlucationin theprivatenon-finance

sectorin Guernsey.

Boththe ETA andthe GTA operated1

from the ISelsonPlaceStudy Centre

premises,sharingofficesandother

resources.The mergerof thetwo

bodiesinto theTrainingAgency(“the

Agency”) reflectedthenumerous

efficienciesto be achievedby’ operating

asonebody andthat the training and

educationfacilitatedby both bodies

wereincreasinglyof agenericnature

and, therefore,equally applicableto

the financeandnon-financesectors.

TheAgencywill continueto be

ownedby a charitabletrust. The

protectorsof the trust arethe

CommissionandthePresidentof the

Committee.

The trusteesare:-

PeterCrook GuernseyFinancial

ServicesCommission

StephenJones Guernsey

InternationalBusinessAssociation

PeterMorgan --- Representativeof the

StatesBoardof Industry

DeputyJohnRoper StatesEducation

Council

The Agency is fundedon an equal

basisby’ theStatesof Guernseyand

the Commission.

The hoardat 31 March 2000was

comprisedas follows:-

Adv. ChristopherBound —

CollasDay

Keith Corbin (ExecutiveChairman)

GuernseyInternationalBusiness

Association

MadeleineCraft StatesEducation

Council

ConseillerPeterEerbrache States

Boardof Industry

Robin Fuller Rothschild Asset

Management(CI.) Limited

Dudley Jehan— NP Holdings

Limited

David Leafe Royal Bank of Canada

(ChannelIslands) Limited

Nigel Lewis -- StatesBoardof

Industry

PeterMarchant— NatWestOffshore

Limited

Martyn Mann — PolarInstruments

Limited

Ian Morris Bacon& Woodrow

Mary Perkins-~ SpecsaversOptical

Grottp Limited

The compositionof theboardof

directorsof theAgencyreflectsa

restructuringduringthe yearto ensure

representationby the public, finance,

andprivatenon-financesectors.

It is expectedthatarlyisory’ groups

will he establisherlto actaschannelsof

communicationbetweenthe Agency

andthosesectors’representativeswho

stooddownfrom the boardof directors

of the ETA as aresultof themerger.

The Agency’ wishesto expressits

gratitudeto thoseformerdirectorsfor

their endeavoursin steeringthe

strategicdirectionof theEinance

Training Agencyuntil themerger.

General development

Theactivities of theAgencyincreased

significantly in 1999. It also anticipates

continuedgrowthin demandfor its

servicesin 2000as Guernsey

employerscontinueto supporta

culture of trainingandeducationasan

investmentin their businesses.

The Agencyboastsover500

registeredstudentswho madeover

3000 studyvisits to the NelsonPlace

Study Centrein 1999. In excessof 300

trainingeventstook placeduringthe

FIGUflE2I Registered number of students

1997

1998

1999
0 50 100 150 200 250 300 350 400 450 500 550
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year,drawing over3,000 delegates

who attendedawide rangeof

programmes.Elevenawardbearing

courses,which werepreviously

unavailablein theBailiwick, were

facilitatedandtheAgencysupported

over 200studentson thesecourses.

Figures28 to 32 andtable 10

demonstratetheAgency’sprogressin a

numberof areassince 1997.

The library continuedto expand

during 1999. An updatedcollectionof

stud materialswasprovidedby the

GuernseyCharteredInsurance

Instituteto supporttheir professional

programmes.The Agencywasalso

gratefulto receiveabursarvto mark

themillenniumfrom theGuernsey

InternationalLegalAssociation,aswell

asa generousbursaryfrom Deutsche

BankInternationalLimited. Equally

welcomewerestudy texts providedby

thelocal branchof the Instituteof

PersonnelandDevelopmentfor the

Agency’sstudentson thepostgraduate

programmeon personneldevelopment.

Examinations

wasassistedin its taskby acquiringthe

expertiseof two experienced

invigilators. Examinationcostsare

recoveredfrom therelevant

examiningbodies.

Award bearing courses

TheAgency’ continuedto facilitatehigher

educationin Guernseyduring the year.

The Universitiesof Bournemouth

andPortsmouthmaintainedtheir

postgraduateprogrammesin thefields

of corporategovernance/GradICSA

andpersonnelmanagement/GradIPD

respectivel~’.It is expectedthat

twenty-sixstudentswill graduatefrom

thesetwo programmesin 2000.The

successof thesetwo programmes

reflectstheachievementsof the

studentsin meetingthechallenges

posedby theseprofessionaland

academicawards.The contribution by

employers,both in permittingstudy

time andfinancial support,should also

not be underestimated.The Agency

would like to placeon recordits

gratitudeto the Instituteof Chartered

SecretariesandAdministrators,the

Instituteof Personneland

Development,the Civil ServiceBoard

andthe lecturersat both universities

for their continuedsupportand

TheAgenc~’facilitatedexaminationsin

supportof the CharteredInstitute of

Bankersandthe SecuritiesInstitute.

In addition,studentsundertaking

postgraduateprogrammeswith the

Universitiesof Bournemouthand

Portsmouthwereableto sit their

examinationsin theBailiwick.

The Agencymetthestrictquality

control requirementsplacedupon

themby thevariousinstitutions and it
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endeavoursin ensuringthe successof

studentsandthe deliveryof two first

classprogrammes.

The programmesarerunon a

biannualbasisandnegotiationsare

currentlybeingundertakento

determinetheviability of commencing

furthercoursesin theautumnof 2000.

Links with the SecuritiesInstitute

andtheGuernseyFundManagers

Associationwerestrengthenedduring

theyear as theAgency’ facilitated

tuition for the InvestmentAdvice

Certificateandthe SecuritiesInstitute

Diploma. During 1999theAgency

supported150 studentsin this sector

andis pleasedto report it sponsoreda

placefor alecturerat theCollegeof

FurtherEducationto embarkon the

SecuritiesInstituteDiploma

programme.Tuition for theprivate

clientinvestmentandadvicemodule

wasprovidedby aleadingCity of

Londonfinancial trainingcompany.

The Agencyis pleasedto reportits

studentsachieveda50% passrate

(comparedwith theUnited Kingdom

averagepassrate of 34%), with three

obtaininga creditpass.

Stronglinks havebeenforgedwith

theCharteredInstituteof Marketing.

Lecturersacereditedby the Institute

werecommissionedfrom outsidethe

Bailiwick to deliverthe Institute’s

coursesin Guernsey,with tenstudents

undertakingCertificateandAdvanced

Certificateprogrammes.It is hoped

that the Agencywill soon be ableto

facilitatethepostgraduateDiplomain

Marketingin conjunctionwith the

JerseyBusinessSchool.

Otherawardbearingcourses

includedthe successof five individuals

who completedthe Certificatein

Training Practice. Its keyobjectiveis to

engenderatraining anddevelopment

culturewithin theBailiwick’s businesses

andthis awardformspartof the

Instituteof PersonnelandDevelopment

suiteof programmesaimedprimarily

at meetingthatobjective.

During theyear,staffat the

Agencyworkedclosely with the local

branchofthe Instituteof Directors

(“IOD”) in launchingthe prestigious

CompanyDirection Programme.This

programmeleadsto the awardof

CharteredDirector (C.Dir). Sixteen

delegates,representingall economic

sectors,will embarkon the

programme,whichwill addresssuch

issuesasthe roleof thecompany

directorandtheboard,strategic

businessdirectionandother keyareas

for directors.Tuition takesplaceover

fifteen daysandis providedby ateam

of IOD consultantsfrom the United

Kingdom. Delegatesareexpectedto

completethetaughtelementsof the

programmeby theautumn of 2000.

In addition, CentralLaw Training,

in conjunctionwith the Society of

Trust andEstatePractitioners

(“STEP”), launchedtheInternational

FoundationCertificateandDiplomain

OffshoreTrust Management.The

Agencyis pleasedto haveworkedwith

all relevantbodiesin facilitating the

course.Guernseywill follow thesame

delivery systemasthe restof the

world anda teamof lecturersfrom

CentralLaw Trainingin theUnited

Kingdom will delivertheprogramme

in the Bailiwick. Both theEoundation

andDiploma courseswill commence

in 2000. A bursaryfor study texts

andother learningsupportmaterialsis

to be grantedby theGuernseybranch

of STEP.

Conferences

TheAgencyheld asuccessful

managementchallengeconferencein

May with over 130delegatesin

attendance.A ke speaker,Dr David

Ereernantle,returnedto the Bailiwick

in theautumnto delivertwo further

ns
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workshopson customerservice,

attractingafurther 130delegates.In

theforthcoming yearit is plannedto

build on the successof theseinitiatives

by staginga LeadershipChallenge

Conferencewith ateamof eminent

speakers.

A new legalawarenessserieswith

Collas Day’ took placeduring the

autumn.Discussionswith the firm

resultedin aprogrammecomprising

trust litigation, Guernseycompan~’law

andemplo~’mentandpensions.The

responseto theserieswas

overwhelming,with 200delegates

attendingtheconferencesandhearing

presentationsfrom ateamof nine

lawyers. Otherbodies andinstitutes,

including STEP andthe Instituteof

PersonnelandDevelopment,added

their imprimaturto theseries.The

Agencyaimsto incorporatecontinuing

professionaldevelopmentaccreditation

for all its courses,whereverpossible,

in the forthcomingyear.During 1999

theAgenc~’wasgrantedapprovalasa

continuingprofessionaldevelopment

accreditedcentrefor theLaw Society.

It is hopedthe Agencywill

facilitate a conferenceon securitisation

businessin 2000 which will be

addressedby an internationalpanel

of experts.

Short courses

Almost sixty shortcourseswere

facilitated,attractingover500

delegates.Eorthe first time the short

coursesoft skills (non-professional)

programmewaslinked to a competence

framework. In this connection,the

Agencyadoptedaframeworkwhich

wasdevelopedovermanyyearsby an

internationalconsortiumof managers.

A significantinitiative in 1999was

to arrangetraining for largenumbersof

stafffrom the financesectorin the

interpretationandapplicationof the

Criminal Justice(Proceedsof Crime)

(Bailiwick of Guernsey)Regulations,

1999andthe revisedGuidanceNotes

on thePreventionof Money

Laundering.Over200delegates

attendedcoursesaimedat senior

managers,moneylaunderingreporting

officersandadministrativestaff.

A seminarwasheldin conjunction

with the Life InsuranceAssociation,

focusingon aspectsof the regulatory

environment,taxation,law and

insurancein Guernsey.It is expected

that theInsuranceDivision of the

Commission,in conjunctionwith theLife

InsuranceAssociation,will build on this

initiative to form aGuernseyinsurance

modulewhichwill serveasanaddition

to the CharteredInsuranceInstitute’s

FinancialPlanningCertificate.

Other initiatives

InvestorsIn People(“lIP”) is of major

strategicimportancewithin the

Bailiwick. lIP setsa level of good

practicefor improvingan

organisation‘s performancethroughits

people.The StatesBoardof Industry’

holdsthe licencefor lIP andthe

Agencyactsasprojectmanageron

its behalf.

The lIP standardprovidesa

frameworkby specifyingthe principles

whichtie traininganddevelopment

activity directly to businessobjectives.

Second,it ensuresthat resources

committedto trainingand

developmentareput to themost

effectiveuseand,most importantly,

providesa benchmarkof goodpractice

in training anddevelopmentagainst

whichany’ organisationcan measure

progresstowardsimprovedbusiness

performance.

It is pleasingto reportthat in 1999

sevencompanies,representingall

economicsectors,beganworking

towardsthe lIP standardandafurther

fifteen organisationsareexpectedto
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1998 1999

415 511

1693 2875 3113

makea commitmentto meetthe

standardin theforthcoming

Following a reviewby lIP (United

Kingdom), arevisedstandardhas

beenintroducedandtheGuernsey

projectis the first in theworld

working towardsit.

In conjunctionwith the local

branchof theInstituteof Directors,

the AgencysponsorstheExcellencein

Training Award andis responsiblefor

establishingthecriteriafor theaward.

Information Technology in
Society Working Group

Onbehalfof theInformation

Technologyin SocietyWork Group,

theAgencyestablishedandchairsthe

InformationTechnologyTraining

Strateg~’Group. A researchproject

focusingon information technology

trainingneedswithin the Bailiwick is

currentlybeingundertakenby KPMG

andis funrledby the Statesof

Guernsey.The conclusionmayhave

far reachingimplicationsin preparing

Bailiwick businessesto developtheir

level of informationtechnology

cotnpetence.

Summary

The Agencyis now firmly’ established

andit is expectedthenewly formed

boardof directorswill provide

strategicdirectionin theyearsahead.

Both trainingmanagersat theAgency

continueto work closely with all of the

professionalassociationsrepresentedin

Guernseyandsit on numerous

workinggroupsinvolvedin training

anddevelopment.Existing andnewly

createdchannelsof communication

betweenthe varioussectorsandthe

Agencywill be enhanced,ensuringthe

currentandfuture trainingneedsof

the Bailiwick areidentifiedand

addressed.

TheAgencyhasan admirabletrack

recordof facilitatinghigh quality

trainingeventsandeducational

programmesata reasonablecostand

hasmadeconsiderableprogressin

achievingits strategicobjectiveof

creatinga highly trainedwork force.

On afinal note, it is pleasingto report

it completed the year within budget.

The AnnualReportoftheAgency

is availableon requestfrom the

Training Agency,NelsonPlace,

Smith Street,StPeterPort, Guernsey.

TABLE 10 Development of the Training Agency
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The Commissionwishesto play a

comprehensiveandconstructiver6le in

all internationalfora which involve

financial servicesbusiness.

Director General’sDivision Highlights

• TheDivision led the Commission’sresponsesto the

evaluationsby FATF, the FinancialStability Forum

and the OECD.

• The Division co-ordinatedaprogrammeof enhancement

to the Commission’santi-moneylaunderingsystems.

• The Director Generalremainedactiveon international

and Bailiwick committees.

• The Division continuedto co-ordinatethe
Commission’sresponseto the United Kingdom

Home Office Reviewreport.

• Improvedtechnologysystemswere established

throughoutthe Commission.
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1—,.~, /_‘.,,l 1~ ~virector ~enerai s vivision

TheDirector General’sDivision

providescoreresourcesto the four

otherDivisions andthe TrainingAgency.

The DirectorGeneralis thechief

executiveof theCommissionandhas

overall responsibility.Although day-

to-day’ responsibilit~’for banking

supervision,thesupervisionof

insurancebusinesses,the supervision

of fiduciariesandadministration

businesses,enforcementandthe

regulationof investmentbusinesslies

with theother Divisions, theDirector

General’sDivision remainsdirectly

involvedwith anumberof matters.

Theseincludecertainpolicy and

legislationmatters,international

affairs, accountingandinternalcontrol

functions,staffmatters(including

healthandsafetyissues),the

infrastructureandoperations.

Theoperationssectionof the

Division dealswith finance,

information andcommunications

technology,premisesandthe general

administrationof the Commission.

Financial responsibilitiescoverthe

accounts,budgetsandinternal control

procedures.The sectionis also

responsiblefor maintainingthe

accountsandassistingin thefinancial

managementof theTraining Agency. In

addition,thestaffof theAgencyare

employedby the Commission.

Consequently,in 1999 theDirector

Generalandhis teammaintainedclose

contactwith theAgencyandthe

Director Generalattendstheboard

meetingsof thatbody as anobserver.

During 1999 majorimprovements

weremadeto the Commission’s

informationtechnologrsystems,so

thatall staffnow benefitfrom usinga

commoncomputersystemplatform.

Theseimprovementsincludedchanges

to ensurethat thecomputersystem

would not be affectedby thepotential

2000computerissue.TheCommission’s

core databasesystemis also in the

processof beingdevelopedto provide
increasedfunctionality. This is the first

phaseof astrategyaimedat increasing

the Commission’suseofinformationanti

communicationstechnology.

The Division is alsoinvolved with

thedevelopmentof c-commerce

within theBailiwick. During the year

it workedclosely with several

consultativegroupstakingforward

initiatives in this area.

The Commissionmoverl into

newpremisesat La Plaiderie

Chambersin March 1999.The

operationssectionworkedwith the

developers,who carriedout atotal

refurbishmentof the formerHotelde

Erance,in orderto provide premises

to housethe Commissionfor the

foreseeablefuture.

Dueto theincreasingdemands

beingmadeon operationalandstaff

functions,it wasdecidedin 1999 that

thetwo rolesshouldhe split. This was

achievedin Augustandstaff

managementis now the responsibility

of theAssistantto theDirector

General(Personnel).

In orderto provirle for improved

staff information,andas a measureto

streamlinepersonnelprocedures,a

numberof new processeswere

introducedduring theyear. A large

proportionof staff recordshavealso

beencomputerised.Primarily to cater

for the 2000computerissue,this

computerisationincludedacompletely

newpayroll system.Thebenefitsof

thesenewsystemsarealreadybeingfelt.

The practiceof providing

information to eachmemberof staff

electronicallythroughtheir computer

alsobecamecommonpracticelast

year.This ensuresthat individuals have

information, suchas anti-money

launderingguidance,thestaff

handbookandother operational

procedures,immediately to hand.

Notwithstandingtheincreased

comnputerisationof theCommission,

priority is given to ensuringthatall
confidentialinformationis maintainerl

securely.

The Division’s policy and

internationalaffairs sectionalsohada

busy year.

Generally,thesectiondealswith

internationalmattersin tandemwith

the other Divisions or on their behalf.

In addition,thesectionprovidesacore

staffresourcewhichis utilisedby the

other Divisions for projectsand

committeework. This processalso

assiststhefree flow of information

betweenthe Divisions at all levels.

The Director Generalspokeat

severalmeetingsof variousfinance

sectorbodiesin theBailiwick during

theyearantI at severalconferences

outsirlethe Bailiwick. He made

presentationson regulatorymattersin
EehruaryandMarchto gatheringsof

1jractitionersat conferencesin Lonrlon
andJerseyrespectively.In addition, in
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MarchtheDirector General

participatedin conferencesin Geneva

andZurich hostedby’ the Swiss

Chamberof Commerceon the effects

of theUnitedKingdom HomeOffice

Review. Septembersawtheannual

CambridgeInternationalSymposium

on EconomicCrime at whichthe

Director Generalmadea speechon

bankingsecrecyandconfidentiality.

With regardto committeesand

working partiesestablishedby the

Commission,theDirector General

chairstheCompanyLaw Reform

CommitteeandtheFloating Charges

Etc Committeeandoneof his assistants

actsas secretaryandexecutiveofficer

to thosetwo committees.

The DirectorGeneralis also

closely involvedwith the

Commission’sactivity in connection

with theanti-moneylaundering

standardswhichapply to thefinance

sector.In this connection,he actsas

alternatechairmanof The Bailiwick

FinancialCrimeCommitteeandthe

policy andinternationalaffairs section

co-ordinatedtheCommission’s

involvementwith the review by the

EinancialAction TaskEorceon Money

Launderingduring 1999. Indeed,the

sectionliaisedcloselythroughoutthe

yearwith theother Guernsey

authoritiesregardingthe Commission’s

internationalobligationsto deter

moneylaunderingactivity.

The Director Generalandhis

assistanton policy andinternational

affairsalso retainedtheir involvement

with theEMU WorkingParty.The

WorkingPartywasestablishedin 1997

by theCommitteeand it coversall

aspectsof thepotentialimplicationsof

EuropeanEconomicandMonetary

Union for theBailiwick. The Director

Generalis amemberof theWorking

Party’andhis assistantactsasits

secretaryandexecutiveofficer.

Activities duringthe y’ear includedthe

issueof statementsin themediaon the

potential implicationsof theeuroto

Guernseyandtakingforwarda series

of short television programmeson the

effectsto dateof thesingleEuropean

currency.

In addition,theDirector General

is activeon internationalcommittees

throughhis membershipoftheUnited

NationsOffshoreForum Advisory

PanelandtheWorking Groupon

Cross-BorderBanking Supervision

establishedby theBaselCommitteeon

BankingSupervision.During the

the Director Generalalsoparticipated

in two conferencesheld by the

InternationalOrganizationof Securities

Commissionsin PolandandPortugal

andhis Division rlealt with that

Commission’srequestsfor information

in suchareasasmarketmanipulation.

Muchof 1999wasdevotedto

internationalmatters.TheDirector

Generalandhis teamcontinuedto co-

ordinatetheCommission’s

considerationof theUnited Kingdom

HomeOffice Reviewreport andthe

actionsthat will he takenin light of

thatconsideration.In turn, the

Director Generalmetseveraltimes

with theJoint Advisory Groupwhich,

in additionto theDirector General,

comprisesthepresidentof the

Committee,HM Procureur,the States

Supervisorandl the Administratorof

theStatesIncomeTax Authority. The

Group’srole includesoversightof the

considerationof the conclusionsof the

HomeOffice Reviewreport.

As usual,the Director General’s

Division co-ordinatedall mattersof

cross-Divisionalinterestduring theyear,

not only’ thoserelatingto theUnited

Kingdom HomeOffice Reviewreport.

This co-ordinationinvolves all areasof

the Commission’sactivity, including

the publicationof theAnnual Report.

The Division led theCommission’s

responseto the evaluationvisit made

by’ theFinancialAction Task Eorceon

Money’ Launrleringand theresponses

to thequestionnairesissuedby’ that

body. In addition,theDivision

respondedto a detailedsurveyissued

by theG-7 EinancialStability Forum

on the Bailiwick’s financial regulation,

systemsfor thepreventionof economic

crimeandco-operationwith foreign

regulatory’andlaw enforcement

bodies.The Commissionwasoneof

sixty-sevenonshoreandoffshore

supervisorybodiesrequestedto

provide informationto theEorum.As

mentionedon pages4 and 5, the

Forum hasjudgedGuernseyto he a

Group 1 jurisdiction on a par with

HongKong, Luxembourg,Singapore

andSwitzerland.Indeed,in order to

demonstratefurther the Commission’s

commitmentto co-operationwith

foreignregulators’andlaw

enforcementbodiestheDirector

General’sDivision co-ordinatedthe

maintenanceof statisticson contacts
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with suchbodies.On average,the

Commissionmakessix contactswith

foreign regulatoryandlaw

enforcementagencieseachday.

1999 alsosawcontinuingactivity

with regardto theinitiatives on tax

competitionby the OECD andthe

Commissionplayedafull partin

drafting thejurisdiction reportwhich

wasprovidedby theCommitteeto

that body andother reportsin answer

to questionnairesissuedby’ theOECD.

A number of meetingswere held

duringtheyear with theOECD,

includingoneheld in Paris attendedby

theDirector General,HM Procureur

andthe StatesSupervisor.The

Commissionalso contributedto the

Committee’sconsiderationof the EU

Codeof ConductGroupon corporate

taxation.The Commission,alongwith

theother authoritiesin theBailiwick,

wishesto play a comprehensiveand

constructiverOle in all international

fora which involve financial services

business.

The Division alsoco-ordinates

information requestedby’ the

Committeein pursuanceofits

responsibilitiesin connectionwith the

finance sectorin Guernsey.As a

matterof routine, in 1999 this

includedthe half-yearlymeetings

betweentheCommissionandthe

Committeeandcontributionsto the

Committee’seconomicsandstatistics

review and budgetreport. The

Committeealsoroutinelyasksthe

Commission— amongstotherbodies—

for commentsor adviceon particular

matterssuchaslegislative

developmentsabroadandinternational

agreementsandconventions.These

exchangescontinuedthroughout1999.

Other StatesCommitteesalso seek

theCommission’scommentsfrom

time to time (andviceversa),

including theStatesHousingAuthority

which routinely seeksthe

Commission’sadviceon essential

housingapplicationswhichapply to the

financesector.In 1999 theDirector

General’sDivision wasparticularly

pleasedto meetwith the Island

[)evelopmentCommitteeconcerning

futureoffice needsof the finance

sectorand td) respondto the invitation

by theStatesPopulationandMigration

Committeeonits consultationdocument

“PopulationandHousingPolicies”.
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In April 1986, theStatesof Guernsey

(“the States”),theisland’sparliament,

resolvedto establisha Commissionasa

statutorybody. Thefollowing year,the

FinancialServicesCommission

(Bailiwick of Guernsey)Law, 1987

(“the Law”) waspassedandon

1 February1988, theGuernsey

FinancialServicesCommissioncame

into being.

The statusof theCommissionis

dealtwith in sections1 and4 of the

Law. It is not a committeeof the States

nor a servantor agentof theStatesand

its staffarenot civil servants.Neither

is it a companyfor the purposesof the

Companies(Guernsey)Law, 1994. It

is abody’ corporatewith perpetual

successionandacommonseal,capable

of suingandbeingsuedin its corporate

name.

TheLaw establishedthe

Commissionwith both generaland

statutoryfunctions.The general

functionsincludetaking“such stepsas

theCommissionconsidersnecessaryor

expedientfor thedevelopmentand

effectivesupervisionof finance

businessin theBailiwick” andthe

statutoryfunctionsinclude thoseunder

the laws setout in Appendix I of

this Report.

Schedule1 to the Law provides

that the Commissionshall consistof

thepresidentfor thetime beingof the

StatesAdvisory andFinance

Committeeandfour ordinary

memberselectedby the Statesfrom

personsnominatedby theCommittee

andappearingto the Committeeto be

personshaving knowledge,

qualificationsor experience

appropriateto thedevelopmentand

supervisionof financebusinessin the

Bailiwick. Paragraph2 of theSchedule

providesthat the chairmanshall

appointa memberof the Committee

to actashis alternate.

Following a suggestionin the

United KingdomHomeOffice Review

reportthat it maybeappropriatefor

regulatoryorganisationsto be entirely

separatefrom all political bodies,in

1999the Committeeagreedthat the

chairmanof theCommissionneednot

be thepresidentof the Committee.

This changewill requirean

amendmentto the Law. The

opportunity’ wasthereforetakento

reviewthe wholeof theLaw and it is

anticipatedthata rangeof amendments

will be presentedto theStatesin a

policy letterbeforetheendof 2000.
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The Commissionwaspleasedto

welcomeMr Mel Carvill andMr Leslie

Priestleyasnew Commissionersin

1999. They havewide experiencein

their respectivefieldsandhaveenabled

theCommissionto continueto benefit

from theexpertviews of practitioners

acrossa wide rangeof disciplines.

Theytook the placeof Mr Harry

TaylorandMr JohnParkinsonwho

retired,eachof themhavingactedas

Commissionerssincethe

Commission’sinception.

Mr Nigel Taylor, theDirector of

InvestmentBusiness,retired on 31

March 2000. He hadbeenwith the

CommissionsinceApril 1988,shortly

aftertheProtectionof Investors

(Bailiwick of Guernsey)Law, 1987

wasenacted.The Commissionwishes

to recordits gratitudeto Mr Taylor for

his successin introducingthe régime

of investmentbusinessregulationand

enhancingthe reputationandsuccess

of both the Commissionandthe

investmentbusinesssectoroverthe

last twelve years.

Mr PeterMoffatt wasappointedas

Director of InvestmentBusinesswith

effectfrom July 2000. With his wide

experience,Mr Moffatt will be an

assetto the Commission.

A number of appointmentsand

promotionsweremade duringthe

year.Theseincludedtheappointment

in Decemberof Mr StephenTrevor as

Assistantto theDirector, Fiduciary’

Services.This followed the

appointmentof Mr TalmaiMorgan as

Directorof Firluciary’ Servicesand

Enforcementin 1998 (with effectfrom

January1999)andreflectsthe

Commission’scommitmentto recruit

staffresourcesto supervisethe

fiduciary sectorunderthe fiduciary

andadministrationbusinesseslaw. In

addition,Mr Kevin Bown was

promotedto Assistantto theDirector,

Enforcement.This promotionandthe

appointmentof additionalpersonnelto

enforcementactivity demonstratesthe

developmentandincreasing

importanceof enforcementfunctions

aspartof theCommission’srOle. In

responseto therecentandforecast

growthin staffnumbersandthe

enactmentof anincreasingbody of

employment,healthandsafety

legislation,Mr JerzJurkiewiczwas

promotedto Assistantto the Director

General(Personnel).With the

amalgamationof theFinanceTraining

Agency andthe GuernseyTraining

Agencyinto onebody, theTraining

Agency, Mrs EionaNafteljoined the

Commission’sstaffasatraining

manageralongsideMrs JaneWalden.

An organogramof theCommission’s

staffstructurecanbe found on pages

54 and55.

At 31 March 2000, the

Commissioncomprisedforty-four full-

time staff, six part-timestaffandeight

staffsecondedto theTraining Agency.

At thatdate,theCommissionalso

employedtwo consultants,onein the

InsuranceDivision andtheother as

chairmanof theTrainingAgency.

Sinceits formation in 1988, the

Commission’sstafflevel hasincreased

in anticipationof its international

obligationsandthe requirementsof the

financeindustry’. Fromrelatively’ few

personnelat the latterendof the

I 980s, fifty membersof staff worked

directly’ for the Commissionat 31

March 2000. Including theTraining

Agency(for whom the Commission

providessecondedstaff), theoverall

numberof staffis fifty-eight. At the

beginningof 1999, the existing

Divisions, namely’ theBanking,

Insurance,InvestmentBusinessand

Director General’sDivisions,were

joinedby anew Division, the

FiduciaryServicesandEnforcement

Division.

This new Division comprisesfive

persons,two dealingwith fiduciary’

servicesandtwo dedicatedto

enforcement,confidentialenquiriesand

the Commission’sdutiesin relationto

companyformations.Onememberof

staffsupportsboth thefiduciary

servicesandenforcementfunctions.

The Division will probablyneedto

recruit two more staffduring 2000in

advanceof theproposedfiduciary and

administrationbusinesseslaw.

The numberof analystswithin the

BankingDivision increasedby three

during 1999, bringing the total

numberof staffwithin the Division to

eight. This reflectsadeepeningin the

Division’s supervisoryfunction and, in

particular, thecommencementof a

rolling programmeof on-sitevisits to

banksin order to satisfy’ international

supervisorystandards,on top of the

establishedprudentialmneeting

programmeandstatisticalcollection

andmonitoring commitments.

Increasingdemandson the staffof
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CommissionOrganogram
as at 31 March 2000

P G Crook
Director General

(s) Secondedstaff

(c~ Consultant

T PMorgan
Director of’Fiduciary

Servicesand

Enforcement

Ms D colton
Assistantto the
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Director, Fiduciary
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as at 31 March 2000
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Mrs F M Naftel (s)

Training Managers

Mrs P Machon (s)
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Miss C Power
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Commissionersand Staff

theInsuranceandInvestmentBusiness

Divisions, in both complianceandnew

business,hasalso required

restructuringandrecruitment.

The InsuranceDivision now

comprisestwo teamsunderthe

control of two senioranalystswho

reportto the Assistantto theDirector.

Furthersupportis providedby an

Adviser to the Director. In total, the

InsuranceDivision numberstwelve

staffanda consultant.

The InvestmentBusinessDivision

hasalso beenstrengthened,currently

havingsevenanalystsandthreesenior

anal sts who reportto the Deput~’

Director of InvestmentBusiness.The

Division containsthirteenpersonnel.

As statedabove,in order to

accommodatetheincreasein staff

numbersandotherdemands,it was

decidedto augmenttheDirector

General’sDivision with apersonnel

officer who also providessupportin

otherareas.This appointmentbrought

thenumberof staffin theDirector

General’sDivision to twelve.

The increasein staffnumbers,

togetherwith other demandson, and

theneedfor, improvedoffice

accommodation,necessitatedthe

Commissionmovingto its new

premisesat La PlaiderieChambersin

March 1999.

In orderto provide for its

regulators’functions,the

Commission’sstaffcomprises

individuals who,whilst havingwide

levelsof experience,havealso

achievedprofessionalandhigh

academicqualifications.In addition,

the Commissionconsidersthat its staff

mustcontinuetrainingin their

respectivefieldsof operation.Training

programmesrangefrom secretarial

andadministrativecoursesto

professionalqualificationsand

specialistcourses.During 1999 these

specialistcoursescoveredareassuchas

bankingsupervision;securitisations;

c-commerceandthepracticalitiesof

regulatingc-finance;the legal

documentationof derivatives;

computersoftwarecourses;andthe

potentialeffectsof the 2000 computer

issue.In orderto keepabreastof

developments,Commissionstaffalso

attendedconferencesoverthe yearon

anequally wide rangeof matters.

This approachto training by~the

Commissionis not limited to its own

staff. The FinanceTraining Agency,

oneof thetwo predecessorbodiesof

theTrainingAgency, wasestablished

by the Commissionin orderto

facilitatetrainingcoursesfor all parts

of thefinancesector.The Training

Agencyremainsdedicatedto this

objective. In addition,asnotedon

pages32, 36, 37 and41, the

Commission’sexecutivesoutsidethe

Agency’ ranor participatedin a

numberof conferences,courses,

presentationsandworkshopsin 1999,

both in Guernseyandabroad.

The Commissionhasgained

considerablebenefitfrom the

experience(within andoutsidethe

Commission)of its membersof staff,

andfrom thedevelopmentof contacts

throughoutthe Bailiwick financesector

andwith regulatorsandlaw

enforcementofficersaroundthe

world. A breakdownof the lengthof

serviceof staff in theCommissionand

the TrainingAgenc~’is providedin

figure 33.

I0
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The 2000 Computer Issue

Throughoutthe yearfinancial services

businessesworked aggressivelyto

updateandtestthe ability’ of their

computersystemsto processthe

century/millenniumdatechange.The

Commissiontook this problem

seriously’ andclosely monitoredthe

progressof financialservices

businesses,ensuringthattheir systems

were“millennium compliant”. As a

resultof all of this hardwork in the

financesectorandthe Bailiwick in

general,theCommissiondidnot

identify any’ businesscritical problems

within Guernsey’financial services

businesses.

In 1998 and 1999staffat the

Commissionattendedanumberof

internationalmeetingson the2000

computerissueandwere fully aware

of theproblemswhichneededto be

addressed.A seriesof questionnaires

werecompletedby financial services

businessesandthe responsesanalysed

andmonitoredat theCommission.

All financialservicesbusinesseswere

expectedto contacttheCommission

immediately if they discovereda

problemoverthecentury’datechange.

Certainlargerinstitutions werealso

requiredto confirm thatthey had

encounteredno problemsandwere

operatingnormally. Internally, the

Commissionhadestablisheda

contingencyplan to dealwith any

potentialproblems.

It is generallyagreedthatthe

preparationsfor 2000compliancenot

only absorbeda greatdealof resources

hut alsothat it proved to havea

positive aspectin that it madefinancial

servicesbusinessesensurethat their

businessrecoveryproceduresare

relevantandup-to-date.It hasalso

meantthat information technology

systemsthroughout the Bailiwick have

beenupgradedto a high standard,with

the resultthatoperatingplatformsare

strongerthan they werebeforethe

exercisebegan.
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StatesCommittees

Thepracticewascontinuedof the

Commissionmeetingwith the

Committeehalf-yearly.These

meetingsafford an opportunityfor the

Committeeto review theneed,if any,

to exerciseits powersundersection7

of theLaw to give theCommission,

aftersuchconsultation,written

guidanceor directions.

Meetingswith theFinance

IndustryPolicy Advisory Panelalso

continuedto beheld.Thesemeetings,

in whichrepresentativesof the

Committeemeetwith representatives

of theGuernseyInternationalBusiness

Association,arealso attendedby the

Commission(usuallyrepresentedby

theDirector General).Themeetings

betweentheGuernseyInternational

BusinessAssociationandthe

Commissionalso continuedon a less

frequentbasisandadditionally

includedHM ProcureurandtheStates

Supervisor.

The Commissiongaveits views

throughouttheyear to theHousing

Authority on applicationsfor essential

licencesby individuals andinstitutions

in the financesector.In giving its

viewsandsuchinformationasmight

behelpful to theAuthority, the

Commission’sexecutivesnecessarily

work within thepolicy laid downby

theAuthority. In orderto do this in a

systematicwaytheCommission

normally requiresanapplicantto

provide informationon matterssuchas

staff, trainingandqualifications,

reasonsfor theproposedappointment,

contribution to the economyand

particularly thereasonswhy a fifteen

yearlicencemayhavebeenrequested

asopposedto a licencefor threeor

five years.Routinely, theCommission

commentson the actualand

prospectiveeconomicbenefit

contributedby theapplicantinstitution

andon the applicant’scommitment

to training. The Commissionattaches

greatimportanceto trainingasit

takesthe view thatthe Bailiwick

mustdevelopasmuchaspossible

from within.
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Income and Expenditure of the Commission

Income and expenditure policy

The Commissionaims overthe mediumand

longtermto matchits expenditureto income

and to operateon a nil profit basis,Inevitably,

on a year to year basisthereare surplusesand

deficits,

As indicatedby figure 34, surplusesand

deficits havebeenkeptto aminimum since

1994. Prior to thatdate, surpluseswereusedto

build up reservesagainstlargeexpensesand

unforeseencosts,The Commissionis also

mindful that it imposesfinancialresources

requirementson the institutions it supervises

andregulatesandthat it is equallyprudentfor

the Commissionto retainanappropriate

financial reserve.

Fees

The Commission’smain sourceof

incomeis fees,

On 1 January1998the Financial

ServicesCommission(Fees)

Regulations,1997 cameinto effect

establishinganew feestructure.This

structurehas sincebeenamended

and/orextendedby theProtectedCell

Companies(Feesfor Insurers)

Regulations,1998 whichcameinto

operation on 1 April 1998; the

Financial Services Commission

(Fees)(Amendment)Regulations,

1998which cameinto effect on 7 July

1998;theFinancialServices

Commission(Fees)Regulations,1998

whichcameinto operationon I

January1999;theMigration of

Companies(Fees)(Amendment)

Regulations,1999 whichcameinto

force on 1 April 1999; theFinancial

ServicesCommission(Fees)

(Amendment) Regulations, 1999

which cameinto operationon 1

January2000; andtheProtectedCell

CompaniesFees(Eeesfor Insurers)

(Amendment)Regulations,1999

which cameinto force on 1 January

2000. The principal requirements

underthe regulationsarefor the

following feesto be paidto the

Commission:-

Licensing of banks

I. (I) A personapplyingto the

Commission under section 5 of

the Banking Supervision (Bailiwick

of Guernsey)Law, 1994for a

bankinglicenceshall payto the

Commission at the time of making

that application a fee of~l0,500.

(2) A licensedinstitutionshall pay

to the Commission:-

(a) on or beforethe lastday

of themonthin which it is

first so licensedafeeof,~875

multiplied by thenumberof

completemonthsbetweenthe

dateon which it is first so

licensedandthe endof the

calendaryearin whichthat

date falls; and thereafter,

(b) on or before31 January

eachyear,a feeof £10,500.

Registration of insurers

2. (1) Subject to section2A. below

andtheProtectedCell Companies

(Feesfor Insurers)Regulations,

1998, as amended(see section4

below):-

(a) abody applyingto the

Commissionundersection10

of theInsuranceBusiness

(Guernsey)Law, 1986to be

registeredas aninsurerin

respectof insurancebusiness

other than solelydomestic

business shall pay to the

Commission when making

that application a fee of

£2,200; and

(b) a body so registeredunder

section11 of theInsurance

Business(Guernsey)Law,

1986 shall payto the

Commissionwhendepositing

its annual return and accounts

in accordancewith section25

of theInsuranceBusiness

(Guernsey)Law, 1986,or in

accordance with any condition

imposedundersection13 of

theInsuranceBusiness
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Incomeand Expenditureof the Commission

(Guernsey)Law, 1986a feeof

£2,200.

(2) Subjectto section2A. below

andtheProtectedCell Companies

(Feesfor Insurers)Regulations,

1998, asamended(seesection4

below):-

(a) abody’ applyingto the

Commission under section 10

of the Insurance Business

(Guernsey’) Law, 1986 to be

registeredasaninsurerin

respectof insurancebusiness

whichis solelydomestic

businessshall pa~to the

Commission whenmaking

thatapplicationa feeof

£1,350;and

(b) a body’ so registeredunder

section 11 of the Insurance

Business(Guernsey)Law,

1986 shall payto the

Commission when depositing

its annualreturnandaccounts

in accordance with section 25

of theInsuranceBusiness

(Guernsey’) Law, 1986,or in

accordance with any condition

imposed under section 13 of

the Insurance Business

(Guernsey’) Law, 1986 afeeof

£1,350, provided that in the

caseof suchan insurerwhich

hadgrosspremiumincome of

lessthan£12,000in its most

recentcompletefinancial year

paragraphs(a)and(b) of this

sub-section 2. (2) apply with

the substitution of”~200” for

‘fl ,350”.

Registration of mutual,

provident or friendly

societies

2A. A mutual, provident or friendly

societyshall pa~’to the

Commission: -

(a) when applying under section

10 of theInsuranceBusiness

(Guernsey’)Law, 1986 to be

registeredasan insurer,and

(b) when depositing its annual

return and accounts in accordance

with section 25 of the Insurance

Business (Guernsey) Law, 1986,

or in accordance with any

condition imposed under section

1 3 of the Insurance Business

(Guernsey’) Law, 1986 a fee of

£1,350, provided that if the

Commission has certified that it

does not consider the society to be

a commercial insurer and has not

withdrawn that certification this

sub-section 2A. applies with the

substitution of “flOO” for ‘fl ,350”.

Registration of insurance

intermediaries

2B. (I) A personapplying to the

Commission under section 49B(3)

of the Insurance Business

(Guernsey) Law, 1986 to be

registered as an insurance

intermediary, other than a person

applying for a temporary

registration under section 49B(6)

of the Insurance Business

(Guernsey’) Law, 1986, shall pa~’

to the Commission when making

that application:-

(a) if thepersonhas only one

insurancerepresentative,afee

of £280;

(b) in any other case, a fee of

£1,000, except where the

person has two or more

insurance representatives

engaged in arranging contracts

of insurance in, or providing

advice on, only one sub-class

of general insurance business,

in which case the fee shall be

£500.

(2) A registered insurance

intermediary, other than a person

granted a temporary registration

under section 49B(6) of the

Insurance Business (Guernsey)

Law, 1986, shall pay to the

Commission when depositing any

annual return in accordance with

conditions imposed under section

49B(4) of the Insurance Business

(Guernsey) Law, 1986:-

(a) if the intermediary has

only’ one insurance

representative, a fee of £280;

(b) in any other case, a fee of

£1,000 except where the

person has two or more

insurance representatives

engaged in arranging contracts

of insurance in, or providing

advice on, only one sub-class

of general insurance business,

in which case the fee shall be

£500.
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Authorisation of industrial

and commercial insurance

consultants

2C. (1) A personapplyingto the

Commission under section 42 of

the InsuranceBusiness(Guernsey)

Law, 1986 to be authorised to act

in Guernseyasan industrial and

commercial insurance consultant,

other thana personwho satisfies

the Commission that he does not

normally carry on that business in

or from within Guernsey,shall pay

to the Commission when making

that application a fee of £1,000.

(2) An authorisedindustrial and

commercial insurance consultant

shall pay to the Commission when

submitting an annual business plan

required by the Commission a fee

of £1,000.

Authorisation of insurance

managers

3. (I) A person applying to the

Commission under section 42 of the

InsuranceBusiness(Guernsey)Law,

1986 to be authorisedto act in

Guernseyasan insurancemanager

shall pay to the Commission at the

time of making that application a

feeof £2,000if the applicationis

for an unrestricted authorisation,

or a fee offl,000 if the

application is for a restricted

authorisation as mentioned in

section 44 of that Law.

(2) An authorisedinsurance

manager shall pay to the

Commission,at thesametime as

furnishinginformation to the

Commission pursuant to section

48(l)(a) of theInsuranceBusiness

(Guernsey)Law, 1986,afee of

£2,000 if the manager has an

unrestricted authorisation, or a fee

of £1 ,000 if themanagerhasa

restrictedauthorisationas

mentionedin section44of

thatLaw.

Protected cell companies

4. (1) For thepurposesof section 10

of theInsuranceBusiness

(Guernsey) Law, 1986 an

applicationby aprotectedcell

companyto be registeredasan

insurershall be accompaniedby a

feeof £2,800.

(2) Eor the purposesof section

63A(2)(c) of the Insurance

Business(Guernsey)Law, 1986, a

protectedcell companyregistered

asan insurerundersectionII of

theInsuranceBusiness(Guernsey)

Law, 1986, shall pay to the

Commissionat thesametime asit

depositsits annualreturn and

accountsasrequiredby section

25(1) of that Law, a feeequal to

the sum of thefollowing

amounts: -

(a)£2,200;and

(b) 0.25% ofthegross

premiumincomeattributable

to eachcell of theprotected

cell company, subject to:-

(i) a maximnum, in respect

of eachcell, of £2,200;

and

(ii) aminimum, in respect

of eachcell, of £500

providedthat, if thereis

no grosspremiumincome

attributableto anycell of

thecompanyin the

financial period in respect

of whichtheannual

return andaccountshave

beenprepared,thenno

fee shall bepayable
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pursuantto paragraph(b).

(3) The Commissionmay’ in its

absolutediscretionwaiveany fee,

or part of a fee, payablepursuant

to the ProtectedCell Companies

(Feesfor Insurers)Regulations,

1998, asamended,

(4) The feespayableunder the

ProtectedCell Companies(Fees

for Insurers)Regulations,1998, as

amended,arein substitutionfor,

and not in addition to, the fees

payableundertheEinancial

ServicesCommission(Fees)

Regulations,1997,asamended.

Licensing of controlled

investment business

5. (1) A personapplying to the

Commissionundersection3 of

theProtectionof Investors

(Bailiwick of Guernsey)Law, 1987

for a licenceto carryon controlled

investmentbusinessin or from

within the Bailiwick shall pay to

the Commissionat the time of

making that application a fee of

£1,000.

(2) A personwho is licensed

undersection4 of theProtection

of Investors(Bailiwick of

Guernsey)Law, 1987 to carry on

controlled investmentbusiness

shall pay to theCommission:-

(a) on or before the last day of

the month in whichthe

licenceis first issued,a feeof

£83 multiplied by’ thenumber

of completemonthsbetween

the date on which the licence

is issuedand the end of the

calendar year in which that

date falls; and thereafter,

(b) on or before 31 January in

eachyear:-

(i) in thecaseof a

designatedmanageror

designatedtrusteeor

custodian,afeeof £2,000,

(ii) in all othercases,afee

of £1,000.

(3) paragraph(2) abovedoesnot

appl~’in thecaseof a personwho

is licensedto carryon the

restrictedactivity of operatingan

investmentexchange,who shall

insteadpay’ to theCommission,on

or before 31 January in each year,

a fee of £25,000 under the

FinancialServicesCommission

(Fees)Regulations,1998.

Authorisation of collective
investment schemes

6. (1) A personapplying to the

Commissionundersection8 of

theProtectionof Investors

(Bailiwick of Guernsey)Law, 1987

for a declarationthata collective

investment scheme is an

authorisedcollective investment

schemeshall payto the

Commissionat thetime of making

that application a fee of~62,000.

(2) The designatedmanagerof a

collectiveinvestmentscheme

authorisedundersection8 of the

Protectionof Investors(Bailiwick

of Guernsey)Law, 1987 shall pay

to the Commission on or before

the lastday of themonth in which

that schemeis first declaredto be

an authorised collective

investment scheme: -

(a) (i) a feeoffl66

multiplied by the number

of completemonths

between the date on

which the scheme is first

declared to be an

authorised collective

investmentschemeand

the end of the calendar

yearin whichthat date

falls; andin addition,

(ii) in the caseof an

umbrellaor multi-class

scheme,a fee offlO for

eachclassor sub-fund

multiplied by thenumber

of completemonths

betweenthedateon

whichtheschemeis first

so declaredandtheendof

the calendaryear in which

thatdatefalls; and

thereafter,

(b) on or before 31 January in

eachyear,a feeof £2,000

together with, in the caseof

an umbrella or multi-class

scheme,afeeof £120 for each

approved class or sub-fund.

(3) Thedesignatedmanagerof an

authorisedcollective investment

schemeshall payto the

Commission,wheneverthe

Commissionis notified in

accordancewith anyRulesfor the
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time beingin force of aproposed

alteration which would have the

effectof addinga classor sub-fund

to the scheme,afeeof~400for

eachadditional classor sub-fund.

Designatedterritory

investment business
notification

7. The fee payableto the

Commission by a person giving

notice in accordance with section

29(l)(c)(iv) of theProtectionof

Investors(Bailiwick of Guernsey)

Law, 1987 of the date from which

it intends to promote a collective

investment scheme in or from

within theBailiwick is:-

(a) if thedesignatedcountry

or territory in or from within

which, and under the law of

which, it is permitted to

promotethatschemeis anywhere

other thanthe Bailiwick of Jersey,

£1 ,000 in respectof eachcollective

investmentschemein connectionwith

whichthenoticeis given;

(b) if thatdesignatedcountry

or territory is the Bailiwick of

Jersey,nil.

Non-Guernseycollective
investment scheme

notification

8. Thefee payableto the

Commissionby apersongiving

notice, in accordancewith rule 2

of theLicensees(Conductof

BusinessandNotification) (Non-

Guernsey Schemes) Rules 1994,

of any proposal to carry on the

restrictedactivities of

management,administrationor

custodyin connectionwith anon-

Guernsey’scheme,otherthan a scheme

for thetime beingexcludedfrom

section7 of theProtectionof Investors

(Bailiwick of Guernsey’)Law, 1987by

virtue of section 29(2) of thatLaw and

theInvestorProtection(Designated

Countries and Territories)

Regulations,1989 and 1992, is £1,000

per scheme.

Migrating companies

9. Under sectionl4(I)(e) of the

Migration of Companies,

Ordinance, 1997 a fee of £1,500

must accompany an application to

the Commissionfor theconsentof

the Commissionfor theremoval

of a Guernseycompanyfrom the

Registerof Companiesfor the

purpose of becoming incorporated

under the law of another district,

territory or place.

Theaboveisnot an authoritative

statementofthe feespayableandif necessary

the FeesRegulationsthemselvesshouldbe

consulted.

As well ascoveringthe costsof

supervisionprovidedby theCommission’s

resources,thefeesalsoprovidefor asignificant

proportionof the costsof theTraining Agency.

TheStatesof Guernseyalso helpsfund the

operationof the Training Agencyand provides

itspremisesrent’free.
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Financial Statements
Income and ExpenditureAccount

for the year ended31 December1999

Income

Feesreceivable

Income derivedfrom theStatesof Guernsey

— Intereston depositswith StatesTreasury

— Administration of Control of Borrowing Legislation

— Developmentgrant

73,408 92,080

100,000 100,000

200,000 200,000

Other income, including bank interest 6,190 7,759

2,849,472 2,806,815

Expenses

Salaries,pensioncontributions,staffrecruitmentand training 1,529,402 1,275,105

Legal andprofessionalfees 127,643 429,688

Premisesand equipment,including depreciation 4/8/9(u) 575,936 375,955

Insurance 6,930 6,930

Ordinar members’ fees 20,000 20,000

Auditors’ remuneration 3,967 4,000

Developmentexpenses 373,197 336,678

Other operatingexpenses 127,869 111,659

Net expensesof theTraining AgencyLimited 9(i) 118,514 153,483

2,883,458 2,713,498

(Deficit)/surplusof income overexpenditure 2 (33,986) 93,317

Balancebroughtforwarrl 1,056,917 963,600

BALANCE CARRIED FORWARD £1,022,931 £1,056,917

Statement of Total RecognisedGains and Losses

There were no recognisedgainsor lossesother than the deficit of income over expenditurefor the financial year.

Thenoteson pages66 to 69 form an integral part of thesefinancial statements.

Note

1999 1998

£ £

2

2,469,874 2,406,976
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BalanceSheet
31 December1999

Fixed Assets

Tangible assets 4/9(u) 314,941 187,682

Current Assets

Debtors s 271,767 165,086

Balanceswith StatesTreasury 583,981 865,572

Cashat bankandin hand 156,867 39,982

1,012,615 1,070,640

Creditors — Amounts falling due

within one year 6 (304,625) (201,405)

Net CurrentAssets 707,990 869,235

Total AssetsLessCurrentLiabilities £1,022,931 £1,056,917

Representedby:-

Income and Expenditure Account £1,022,931 £1,056,917

The noteson pages66 to 69 form an integral partof thesefinancial statements.

The financial statementson pages64- to 69 wereapprovedby the Commissionersandsignedon their behalfon

7 March 2000 by:

Chairman

L C Morgan

Vice- Chairman

J E Hallam

Note £

1999 1998

£ £ £

65



800

Notesto the FinancialStatements
31 December1999

1. Accountingpolicies
(a) Convention

Thesefinancial statementshavebeenpreparedin accordancewith the historical cost convention.The principal

accountingpolicieswhich the Commissionershaveadoptedwithin that conventionaresetout below.

(b) Feesreceivable

Eeesreceivableareaccountedfor on thedate on which they becomedueto the Commission.

(c) Interest

Bank and StatesTreasurydeposit interestis accountedfor on an accrualsbasis.

(d) Tangible fixed assetsand depreciation

Depreciationon tangiblefixed assetsis calculatedto write downtheir cost to their estimatedresidualvaluesover

theperiodof their estimatedusefuleconomiclives at thefollowing annualrates:-

Leaseholdimprovements — over the shorter of the term of the leaseandthe estimateduseful

economiclife of the assets

Office equipmentandfittings — 25% straightline

Computerequipment — 33L% straight line

(e) Foreign currency translation

Assetsandliabilities denominatedin currenciesother than sterling havebeentranslatedinto sterling at therates

of exchangeruling at thebalancesheetdate. Transactionsduring theyear havebeentranslatedat the ratesof

exchangeruling at the dateof thetransaction.

2. Income and deficit of income over expenditure

Incomeanddeficit of income overexpenditurederive wholly from continuingactivities.

3. Taxation
The Commissionis exempt from the provisionsof the IncomeTax (Guernsey)Law 1975 (as amended).
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4. Tangible assets

Notesto the Financial Statements

31 December1999

Office

Cost

Leasehold Equipment Computer

Improvements andFittings Equipment

At 1 January 1999 169,713 327,654 359,824 857,191

Additions 20,692 141,795 117,032 279,519

Disposals (104,713) - - (104,713)

At 31 December 1999 85,692 469,449 476,856 1,031,997

Depreciation

At 1 January1999 137,655 669,509

Chargefor the year 20,474 152,260

On disposals (104,713) - - (104,713)

At 31 December 1999 53,416 312,274 351,366 717,056

Net book value

At 31 December 1998 £ 32,058 £ 89,729 £ 65,895 £ 187,682

At 31 December 1999 £ 32,276 £ 157,175 £ 125,490 £ 314,941

5. Debtors

1999 1998

Eeesreceivable 15,300 24,876

Prepayments 68,558 44,400

Other debtors 4,478 49,561

Amountduefrom theTraining

AgencyLimited (note9) 183,431 46,249

£271,767 £165,086

Total

237,925

74,349

293,929

57,437
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Notesto the Financial Statements

31 December1999

6. Creditors — amounts falling due within one year

1999 1998

Generalexpensecreditors 194,402 163,555

Accruals 38,513 24,200

Feesreceivedin advance 71,710 13,650

£304,625 £201,405

7. Superannuation

The employeesof theCommissionaremembersof theStatesof GuernseyPublic Servants’PensionScheme.This is a

definedbenefitsschemefundedby contributionsfrom both employerandemployeeat rateswhich aredetermined

periodicallyon the basisof actuarialadvice,andwhich are calculatedto spreadtheexpectedcostsof benefitspayable

to emplo~’eesover the expectedservicelives of thoseemployees.

1999 1998

Charge for the year £77,891 £67,683

Furtherdetails relatingto the funding of the SuperannuationSchemeareprovidedin theSuperannuationFund section

of theaccountsfor the Statesof Guernsey.

8. Financial commitments

The Commission leases propertY on short leaseholds. The rentals payable under these leases in the next year are as

follows: -

Dateof terminationof leases:

— within oneyear 16,800

— after five years 194,780

£21 1,580

During the year the Commissionvacatedits principal leaseholdpremisesat Valley Houseandmovedinto new

leaseholdoffice accommodationat La PlaiderieChambers.As a resultof timing differencesbetweenthe inceptionof

thenew leaseandthesurrenderof various partsof theold leasedpremises,therewasa duplicationof rental and

relatedpremisescosts for a short periodand theprofit andloss chargefor theyear is thereforeabnormallyhigh.

The leaseon La PlaiderieChambersexpireson 25 March 2020and therentalspayablein 2000 underthe termsof

this leaseamount to £189,176andareincludedaboveunderthenarrativeof “after five years”.

68



803

Notesto the Financial Statements

31 December1999

9. Training Agency Limited

i) The FinanceTraining Agency Limited wasincorporatedon 7 June 1996 andis ownedby a charitabletrust (Finance

Training AgencyTrust) establishedby theGuernseyInternationalBusinessAssociation.The Commissionis the

Protector of theTrust. The Finance Training Agency mergedwith the GuernseyTraining Agency during 1999 and on

24 December1999 the mergedentity changedits name to the Training Agency Limited.

The Training Agency Limited arrangestraining for thefinance industry andfor other industry sectors.The Agency’s

staffare employedby theCommissionandpermanentlysecondedto the Agency. The Commissioncurrently

provides funding to the Agencyin order to meet 50% of its net operatingexpenditure(including notional rent

chargedby theBoardof Administration andthedepreciationchargesufferedby the Commissionon the provision of

fixed assets,as setout below), thebalanceof thefunding requirementbeingprovidedby theStatesof Guernseyvia

theBoardof Industry.

ii) Included in the tangiblefixed assetsset out in note 4 arethe following assetswhichrelateexclusivelyto theTraining

AgencyLimited andwhich aresituatedat its premisesin Smith Street.Thedepreciationchargedon theseassetsin the

year of £50,028 is includedin the Commission’sincomeandexpenditureaccount.The Agency’s Smith Street

premisesare providedby theStatesof Guernsey.

Office

Leasehold Equipment Computer

Improvements andFittings Equipment Total

Cost

Accumulated depreciation

51,579

(50,081)

86,223

(59,475)

69,846

(51,930)

207,648

(161,486)

Net book value at 31 December 1998 £12,686 £44,382 £20,980 £78,048

At 31 December1999 £1,498 £26,748 £17,916 £46,162
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Auditors’ Report
To the Chairmanand OrdinaryMembers of the GuernseyFinancial ServicesCommission

We haveauditedthe financial statementson pages64 to 69 which havebeenpreparedin accordancewith the accounting

policiessetout on page66.

Respective responsibilities of the Commissioners and auditors

The Commissionersareresponsiblefor preparingfinancialstatementsfor eachfinancial yearwhich give a true andfair

view of thestateof affairs of theCommissionand of the incomeand expenditureof theCommissionfor that period. In

preparingthosefinancialstatementstheCommissionersarerequiredto:-

selectsuitableaccountingpoliciesandthenapplythem consistently;

makejudgementsand estimatesthat arereasonableandprudent;

~ prepare the financial statements on the going concern basis unless it is inappropriateto presumethat the Commission

will continue its operations.

The Commissionersareresponsiblefor keepingproperaccountingrecordswhich disclosewith reasonableaccuracyat

anytime the financial position of theCommissionandto enablethemto ensurethatthe financial statementshavebeen

properly prepared.Theyarealso responsiblefor safeguardingthe assetsof theCommissionandhencefor taking

reasonablestepsfor thepreventionanddetectionof fraud and other irregularities.

It is our responsibilityto form an independentopinion, basedon our audit, on the financial statementsandto report

our opinion to you.

Basis of opinion
We conductedour audit in accordancewith Auditing Standardsissuedby theAuditing PracticesBoard. An audit includes

examination,on a testbasis,of evidencerelevantto theamountsanddisclosuresin thefinancial statements.It also

includesan assessmentof thesignificantestimatesandjudgementsmade by theCommissionersin thepreparationof the

financial statements,andof whetherthe accountingpoliciesareappropriateto theCommission’scircumstances,

consistently applied and adequately disclosed.

We plannedandperformedour audit so as to obtain all the information andexplanationswhichwe considered

necessaryin orderto provide us with sufficient evidenceto give reasonableassurancethatthe financial statementsare free

from materialmisstatement,whethercausedby fraud or otherirregularity or error. In forming ouropinion we also

evaluatedtheoverall adequacyof thepresentationof information in the financial statements.

Opinion
In our opinion the financial statementsgive a true and fair view of thestateof theCommission’saffairs asat 31 December

1999 andof its incomeandexpenditurefor the year then ended.

BDO GuernseyLimited

CharteredAccountants

CommerceHouse

Guernsey 7 March 2000
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Statusand Functionsof the Commission

The Law establishedtheCommissionwith both general

andstatutoryfunctions. The generalfunctions include the

taking of “such stepsas theCommissionconsiders

necessaryor expedientfor thedevelopmentandeffective

supervision of finance business in the Bailiwick” and the

statutory functions* include those under the following:-

The Protectionof Depositors,Companiesand

Preventionof Fraud (Bailiwick of Guernsey)Law,

1969 asamended

The Banking Supervision(Bailiwick of Guernsey)Law,

1994 as amended

TheInsuranceBusiness(Guernsey)Law, 1986 as

amended

The Protectionof Investors(Bailiwick of Guernsey)

Law, 1987 as amended

Section3 of theRoadTraffic (CompulsoryThird Party

Insurance)(Guernsey)Laws, 1936 to 1989

Section 1 of theSurf-RidingLong Boards(Compulsory

Third-PartyInsurance)Law, 1969

Section 1 of theVesselsand SpeedBoats (Compulsory

Third-PartyInsurance,Mooring Chargesand Removal

of Boats)(Guernsey)Law, 1972

Section 22 of the Law providesthatno member,

officer or servant of the Commission is personally liable in

any civil proceedingsin respectof anythingdoneor

omitted to be donein thedischargeor purporteddischarge

of any function (statutoryor general)of theCommission

underthe Law unlessthething is doneor omitted to be

donein badfaith. Similarly:-

The Financial Services Commission (Limitation of

Liability) Ordinance,1990

The Protection of Investors (Limitation of Liability)

Ordinance,1990, and

The InsuranceBusiness(Limitation of Liability

Ordinance,1990

madeby theStatesin exerciseof powersundersection23

of theLaw togetherwith section55 of the Banking

Supervision(Bailiwick of Guernsey)Law, 1994 provide

variously thatno liability shall be incurred by theStates,

the Committee or the Commissionin respectof anything

doneor omitted to be donein thedischargeof the

Commission’svarious statutoryfunctionsunlessthe thing is

doneor omitted to be donein badfaith.

*The statutory functions do not include administrationof the Control of Borrowing Ordinances,responsibility for which remainswith the

Committee.Individual officials of the Commissionact for the Committeein mattersrequiring consentunder the Ordinances.Underasimilar

arrangement,Commissionofficials act for the Committee in mattersrequiringaction by the Commissionundercertainsectionsof the Companies

(Guernsey) Law, 1994.
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Committeesand Working Parties

The following committeesand working partieshaveassistedthe Commissionwith its work in the periodsince 1 January 1999.Outsidemembers

only are listed,

ClassA Rules Working Party

Guernsey’Branchof the Institute of Directors

Guernsey’Branchof the Institute of Directors

SG HambrosTrust Compan~’(Guernsey)

Limited

GuernseyBar

Consultant

GuernseySociety of Charteredand Certified

Accountants

Guernsey’Bar

Expert in the companylaw of other

jurisdictions

Fiduciary ServicesCommittee

CareyLanglois

SarkAssociationof CorporateAdministrators

GuernseyAssociation of Trustees

GuernseySociety of Charteredand Certified

Accountants

Ozannes

KPMG

SG HambrosTrustCompany(Guernsey)

Limited

PatrickMurrin HarbourTrusteesLimited

Finance Sector Working Party on Securitisation

Malcolm Cutts-Watson GuernseyInsuranceCompanyManagers

Association

Ozannes

Carey Langlois

KPMG

CollasDay

Ogier& Le Masurier

Channel IslandsStock Exchange,LBG

Guernsey’Fund ManagersAssociation

Association of GuernseyBanks

Development
Paul Backhouse

Bob Baker

Robin Fuller

Jean-FrancoisGelot

TammyMenteshvili

Richard Tee

Steering Group

MeesPierson(Cl.) Limited

Baker PressServices

Rothschild AssetManagement(CI.) Limited

Optimum Risk Research(International)Limited

Channel IslandsStock Exchange,LBG

Polygon InsuranceCompanyLimited

Floating ChargesEtc Committee

Adv, PeterAtkinson Collas Day

David Cherry Chamberof Commerce

Ads’. PeterHarwood Ozannes

Dudley Jehan NP Holdings Limited

Nigel Lewis StatesBoard of Industry

PeterMarchant NatWest OffshoreLimited

JeffBurton

Ads’. Nigel Carey

David Farrimond

Chris Hill

Bruce Riley

Barings(Guernsey)Limited
Carey Langlois

KPMG

GuernseyInternationalFund ManagersLimited

lnvestecGuinnessFlight FundManagers

(Guernsey’)Limited

Adv, RaymondAshton

JonathanBrannam

Keith Corbin

Susie Farnon

Adv, Peter Harwood

JonathanHooley’

John Loveless

Company Law Reform Committee
Adv, Peter Harwood
(ens)Jene 999)

Adv, Ian Kirk
(feornjnne 999)

JohnLoveless

Adv, William Simpson

Adv, Diana Thompson

Mark Thompson

Adv. Nik van Leuven

ProfessorPeter

Willoughby
Seepege 73

Adv, John Dyke

Adv, GrahamHall

JonathanHooley

Adv, Ian Kirk

Adv. Roger Le Tissier

Tammy’ Menteshvili

Mark Pratt

PeterRose
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Committeesand Working Partiescontinued

PeterButler
MichaelClarke

Tom Cleal

John Copeland

Paul Cutter

StevenJones

Alex Lindsay

PatMerriman

Glyn Smith

Gordon Snell

JohnWills

GordonWinstanley

Mel Carvill
(nec,) Eeh,-nae, l999)

Adv. PeterHarwood

Ron Hendry

Barry Jenkinson

Michael Savage

Barry Seymour

PeterWalpole

British InsuranceBrokers Association

Life InsuranceAssociation

GuernseyFriendly SocietiesCouncil

GuernseyInsuranceCompanyManagers
Association

Associationof GuernseyInsurers

ChannelIslandsActuarial Society

Associationof GuernseyInsuranceBrokers

GuernseyAssociationof PensionFunds

Association of British Insurers

InsuranceInstitute of Guernsey

GuernseyAssociationof Mutual Insurance

Societies

Loss Adjustersin Guernsey

Bacon & WoodrowInsuranceManagers

(Guernsey)Limited

GeneraliGroup, Guernsey

Ozannes
Kleinwort Benson(Guernsey)Limited

Ernst & Young

ChannelIslandsInsuranceConsultantsLimited
Aon InsuranceManagers(Guernsey)Limited

InsuranceCorporationof theChannelIslands

RobertAlford ManagementConsultants

Limited

GeneraliGroup, Guernsey

Willis Corroon Management(Guernsey)

Limited

Bacon & Woodrow InsuranceManagers

(Guernsey)Limited

Ernst& Young

BachmannInsuranceManagersLimited

Ann InsuranceManagers(Guernsey)Limited

Ozannes

Joint Money Laundering Steering Group

Paul Backhouse
Keith Corbin

Mark de Garis

Nick McCathie

Adv, David Moore

Andy Offen

Peter Symes

PensionsSteering Group

Rodney’ Benjamin

Paul Buckle

Mel Carvill
(nns) Fehrncee )999(

Mike Dewsnap

Richard Green

Hilary Mitcheson

Post-Edwards

Richard Crowder

StephenJones
PeterMarchant

PeterNiven
Richard Olliver

Ronaldvan Beck

Ken Wallhridge

Trust Law Review Committee

Adv, David Allison RothschildTrustGuernseyLimited

Ads’. Ian Kirk Collas Day

ProfessorPaulMatthewsUniversity of London

The Director Generalandhis colleaguestake this opportunitY of acknowledgingthe contributionmade by theoutsidemembersof thesegroupsand

ofthanking them for their support and assistance.Tragically,ProfessorPeterWilloughby passedawayearly’ in 2000. ProfessorWilloughby was a

foundermemberandmainstayof theCompanyLaw Reform Committeeand wasoften askedby the Commissionfor advice on companyand trust

mattersoutside of that Committee,His presence— not just as an expertpractitioner, but also as afriend — will be missedby the Commission,

Guernsey Insurance Forum

Insurance Law Review Committee

RodneyBenjamin

InternationalBankers’ Association

GuernseyInternationalBusinessAssociationand

GuernseyAssociationof Trustees

FinancialInvestigationUnit
GuernseyFundManagersAssociation

GuernseyBar

GuernseySocietyof Charteredand Certified

Accountants

InvestmentBankers’ Associationand

Committee of GuernseyClearingBanks

ChannelIslandsActuarial Society
CollasDay

GeneraliGroup, Guernsey

ChannelFinancialServices(Guernsey)Limited

StatesIncomeTax Authority

StatesIncomeTax Authority

Banking Sector Working Group

Schroders(CI.) Limited

Woolwich GuernseyLimited
NatWest OffshoreLimited

Lloyds TSB Bank(Guernsey) Limited

SG HambrosBank& Trust (Guernsey)Limited

RabobankGuernsey’Limited

Credit Suisse(Guernsey)LimitedInsurance Sector Policy Advisory Group

RobertAlford

Mel Carvill
(nnsl ‘ebrnerv 999(

Malcolm Cutts-Watson

Ian Daish

BarryJenkinson

CharlesScott

Barry Seymour

Adv. Nik van Leuven
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The Banking Supervision(Bailiwick of Guernsey)Law, 1994

List of institutions holding a banking licence at

31 December 1999

Adam & CompanyInternationalLimited

Alliance & LeicesterPLC

Ansbacher(Guernsey)Limited

ANZ Bank (Guernsey)Limited

Baden-WurttembergischeBankAG

BancaMonte dci Paschi(ChannelIslands)Limited

Banco SantanderCentralHispano(Guernsey)Limited

BankBoston(Guernsey)Limited

Bank Hofmann (Guernsey)Limited

BankJuliusBaer & Co. Ltd — GuernseyBranch

Bankof Bermuda(Guernsey)Limited
Bankof Butterfield International(Guernsey)Limited

Bankof Cyprus (ChannelIslands) Limited

BankSarasin(Guernsey)Limited

BarclaysBankPI,C

BarclaysFinanceCompany(Guernsey’)Limited

BarclaysPrivateBank & Trust Limited

Barings(Guernsey)Limited

BGL PrivateBank (ChannelIslands) Limited

BirminghamMidshires(Guernsey)Limited

Bristol & West InternationalLimited

BSI AG

BSI (ChannelIslands) Limited

C & G ChannelIslandsLimited

CanadianImperial Bankof Commerce(Switzerland)Limited —

GuernseyBranch

CheshireGuernseyLimited

CIBC BankandTrust Company(ChannelIslands)Limited

ClaridenBank (Guernsey)Limited

TheCo-operativeBankp.l.c.

Coutts(Guernsey)Limited

Credit SuisseFirst BostonGuernseyBranch

Credit SuisseGuernseyBranch

Credit Suisse(Guernsey)Limited

D.A.H. HambrosBank (ChannelIslands)Limited

DeutscheBank (CI.) Limited

DeutscheBankInternationalLimited

EFG Private Bank(ChannelIslands) Limited

EFG Private BankSA (GuernseyBranch)

ErgobankInternational(CI.) Limited

Fiduciary Trust Company International

First Active BankChannelIslandsLimited

GirobankPLC
HamburgischeLandesbank(Guernsey)Limited

HSBC BankInternationalLimited

HSBCBankplc

ING Baring PrivateBank (Switzerland)Ltd. GuernseyBranch
InvestecBank(ChannelIslands) Limited

Kleinwort Benson(Guernsey)Limited

LeopoldJoseph& Sons(Guernsey)Limited

Lloyds TSB Bank (Guernsey)Limited

Lloyds TSB Offshore PrivateBanking(Guernsey)Limited

Lloyds TSB Treasury(Guernsey)Limited

MeesPierson(CI.) Limited
Mellon Bank (ChannelIslands) Limited

National Bankof GreeceSA — GuernseyBranch

NatWest Offshore Limited

Northern Rock (Guernsey)Limited

ParibasGuernseyLimited

Paribas(Suisse)SA
PortmanChannelIslandsLimited

RabobankGuernseyLimited

RBSI CustodyBankLimited, GuernseyBranch
RcaBrothers(Guernsey)Limited

RepublicNationalBank of New York (Cayman)Limited,

GuernseyBranch

RepublicNational Bankof New York — GuernseyBranch
RepublicNational Bankof New York (Guernsey)Limited

RepublicNational Bankof New York (Suisse)SA, GuernseyBranch

N M Rothschild& Sons(CI.) Limited

RothschildBank Switzerland(Cl.) Limited

Royal Bankof Canada(ChannelIslands)Limited

TheRoyal Bankof ScotlandInternationalLtd — GuernseyBranch

SabanciBank(Guernsey)Limited

Saudi InternationalBank (Guernsey)Limited

Schroders(CI.) Limited

SG HambrosBank& Trust (Guernsey)Limited
SkiptonGuernseyLimited

Union DiscountCompanyLimited

Woolwich Guernsey’Limited

YorkshireGuernseyLimited
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The Protectionof Investors(Bailiwick of Guernsey)Law, 1987

Institutions licensedfor controlled investment

businessat 31 December 1999

Principal managers

AberdeenGuernseyLimited

AbsoluteAlpha InvestmentManagement(Guernsey)Limited

AIIM Funds ManagementLimited

ANZ ManagementCompany(Guernsey) Limited

Apollo InvestmentManagementLimited

Arab Bank Fund Managers(Guernsey)Limited

AshmoreManagementCompanyLimited

Atlas Capital ManagementLimited

Bank Hofmann FundManagement(Guernsey)Limited
Baring Asset Management(CI) Limited

BelinvestManagement(Guernsey)Limited

BElT InvestmentServicesLimited

BGL ReadsFund ManagementLimited

Brewin Dolphin Fund Managers(CI) Limited

CastleManagement(Guernsey)Limited

Clariden InvestmentManagement(Guernsey) Limited

Collins Stewart AssetManagementLimited

CompassManagersLimited

Concord Misr Investments(Guernsey)Limited

Consults(ChannelIslands)Limited

CopernicusAssetManagementLimited

CPC TransManagementLimited

Credit SuisseAssetManagement(Guernsey)Limited

DantrustManagement(Guernsey)Limited
DawnayDay, Butlers InvestmentManagement(Guernsey) Limited

Delphi Asset Management(Guernsey)Limited

ED & F Man InvestmentProducts(Guernsey’)Limited

Ely Place Fund Managers(ChannelIslands) Limited

Equinox FinanceManagement(Guernsey)Limited

FM AssetManagement(Guernsey) Limited

Foord & Meintjes (Guernsey)Limited
FPConsult(Guernsey) Limited

GL FundManagement(Guernsey)Limited

GYS InvestmentManagementLimited

HanseaticAsset ManagementLBG

Hauteville Fund Managers(Guernsey)Limited

HermitageCapital ManagementLimited

HRS Asset ManagementLimited

IBJ AMI (Guernsey)Limited

KanzFundManagementServices(Guernsey)Limited

KIC FundManagers(Guernsey)Limited
KME Fund ManagersLimited

LandshankiCapital InternationalLimited

LazardFund Managers(CI) Limited

London& Oxford Capital Markets (Guernsey)Limited

Long-InvestCapital Limited

M3 Capital Management(Guernsey)Limited

M & G (Guernsey)Limited

MerchbancManagement(Guernsey)Limited

Merrill Lynch InternationalCapital Management(Guernsey)Limited

Metallgesellschaft(Guernsey)Limited

Metro Global FundManagers(Guernsey)Limited

Morley Fund Management(ChannelIslands)Limited

NatWestInvestmentManagementChannelIslandsLimited

NemrodManagementLimited

NSM (Guernsey)Limited

ParagonAsset ManagementLimited

Port FundManagers(Guernsey)Limited

Private Fund Managers(Guernsey)Limited
ProspectStreetInternationalFund ManagementCompanyLimited

PrudentialFund Managers(Guernsey)Limited

SarasinFunds Management(Guernsey)Limited

Saudi International(Guernsey)Limited

SchroderInvestmentManagement(Guernsey) Limited

SMK InternationalLimited

SogevalManagementLimited

Soros FundManagementLimited

StainesFund Managers(Guernsey)Limited

StamfordAssociates(Guernsey)Limited

StrategicManagementLimited

T.A.L. AssetManagement(Guernsey)Limited

Theta InvestmentTrust Limited

TSG InvestmentManagement(Guernsey) Limited

UBK Asset Management(Guernsey)Limited

UnigestionAssetManagement(Guernsey) Limited

U.S. Global Investors(Guernsey)Limited

UTI InternationalLimited

WafraInternationalInvestmentManagementLimited

Woolwich AssetManagementGuernseyLimited

Yamaichi Capital Management(Guernsey)Limited

Designatedmanagers
Anson Fund ManagersLimited

BISYS Fund Services(Guernsey) Limited

BridgewaterAdministration Limited

Butterfield Fund Managers(Guernsey)Limited

CIBC Fund Managers(Guernsey’)Limited

CloseFund ServicesLimited

Credit SuisseFundAdministration Limited

DresdnerRCM Global Investors(Guernsey)Limited

GuernseyInternationalFund ManagersLimited

Helvetia FundAdministrationLimited

HSBC Fund Administration (Guernsey)Limited

InvestecGuinnessFlight Fund Managers(Guernsey)Limited

Kleinwort Benson (Guernsey)Fund ServicesLimited

Lloyds TSB Bank FundManagers(Guernsey)Limited

ManagementInternational(Guernsey)Limited

Old Mutual Fund Managers(Guernsey)Limited
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The Protectionof Investors(Bailiwick of Guernsey)Law, 1987

Designatedmanagerscontinued

RepublicManagement(Guernsey)Limited

Rothschild Asset Management(Cl.) Limited

Royal Bankof CanadaOffshoreFundManagersLimited

WalbrookFund ManagersLimited

Designatedtrustees/custodians

Bank Hofmam (Guernsey’)Limited

Bank ofBermuda(Guernsey)Limited

Bankof Butterfield International(Guernsey)Limited

Barings (Guernsey’)Limited

CIBC Bankand TrustCompany(ChannelIslands) Limited

Close BankGuernseyLimited

Coutts (Guernsey’)Limited

Credit Suisse (Guernsey’)Limited

HSBC BankPlc

HSBC RepublicBank(Guernsey)Limited

lnvestecBank (ChannelIslands)Limited

Kleinwort Benson(Guernsey) Limited

LTSS (Guernsey’) Limited

NM Rothschild & Sons(CI.) Limited

Royal Bankof Canada(ChannelIslands) Limited

SG HambrosBank & Trust (Guernsey)Limited

The Royal Bankof ScotlandTrust Company (Guernsey)Limited

Licensed investment exchange

ChannelIslandsStockExchange,LBG

Other licensees

AbacusFund Managers(Guernsey)Limited

ABC PropertyFund Management(Guernsey)Limited

ABN-AMRO DevelopmentCapital (Guernsey)Limited

AccessCapital Partners(Guernsey) Limited

Adam & CompanyInternationalLimited

Adelphi ManagementLimited

Advalorem AssetManagementLimited

AIIM AssetManagementLimited

Alchemy Partners(Guernsey)Limited

Alchemy PartnersG.P. (Guernsey)Limited

Alchemy PartnersG.P. (Guernsey)L.P.

Allied DunbarFinancialAdvisers Limited

ALQ Limited

Ansbacher(Guernsey)Limited

AnsbacherInvestmentManagement(C. I.) Limited

Apax EuropeIV GP Co. Limited

Apax EuropeIV GP LP

A.P. FinancialInvestmentServicesLimited

Atlantis Fund Management(Guernsey)Limited

AssetRisk ConsultantsLimited

Baden-WurttembergischeBankAG

BachmannAssetManagementLimited

BalchanManagementLimited

BancaMontedci Paschi(ChannelIslands)Limited

Banco Santander(Guernsey’)Limited

BankBoston(Guernsey)Limited

TheBankof NT. Butterfield & Son (Guernsey)Limited
Bankof Montreal TrustCompany(CI.) Limited

BAPEFAdvisers L.P.

BarclaysBankPLC
Barclay’s Global InvestorsGuernseyLimited

BarclaysPrivate Bank& TrustCompanyLimited

Baring Asia (GP) Limited

Baring EuropeanFund (GP) L.P.

Baring EuropeanFundManagersLimited

Baring LatinAmericaFundManagersLimited

Baring LatinAmericaFund (GP) L.P.

Baring Mexico (GP) Limited

Baring Mexico ManagersLimited

Baring Mexico ManagersL.P.

Baring PrivateEquity Partners(Asia) Limited

Baring PrivateEquity Partners(CentralEurope) Limited

Baring Vostok Capital PartnersLimited

BaringVostok Fund(GP) Limited Partnership
Baring Vostok FundManagersLimited

BartonManagementLimited
BC III GeneralPartnerLimited

BCEA Advisers Limited

BCEF (GP) Limited
BCEF GeneralPartnerL.P.

BCL InvestmentsLimited

BCL Trust Company(Guernsey)Limited
Beta CorporateServicesLimited

BGL PrivateBank (ChannelIslands) Limited

BGL ReadsAssetManagementLimited

BHD GeneralPartnerLimited

Black Geoghegan& Till
BordeauxServicesLimited

BPEP ManagementLimited

Brewin Dolphin SecuritiesLimited

B&S investmentsLimited
BSI (ChannelIslands) Limited

BS PartnersLimited

Caldwell AssociatesLimited

CanadianImperial Bankof CommerceTrustCompany(CI) Limited

CannonTrustCompanyLimited

CastaliaPartnersLimited

CEPGeneralPartnerL.P.

CETI AdvisersLimited

CETI ManagersLimited

ChannelFinancial Services(Guernsey)Limited

CharlesStanley andCompanyLimited

CIBC ManagementServices(Guernsey)Limited
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TheProtectionof Investors(Bailiwick of Guernsey)Law, 1987

Other licenseescontinued
CIE ManagementII Limited

CIS Unit ManagersLimited

Clariden Bank (Guernsey)Limited
ClaridenTrust (Guernsey)Limited

Clarke Middleton AssociatesLimited

Close AssetManagementGuernseyLimited
Coller InvestmentManagementLimited

Collins Stewart (CI) Limited

Collins Stewart FundManagementLimited

Colocar InternationalLimited

ComgestAssetManagementLimited

Credit Lyonnais SecuritiesAsia (Guernsey)Limited

Credit SuisseFirst BostonGuernseyBranch

Credit SuisseGuernseyBranch

Credit SuisseTrustLimited

CS RVA ManagementLimited

CS SCF ManagementLimited

CygnusVenturesII ManagersLimited

CygnusVenturePartners(Guernsey)Limited
D.A.H. HambrosBank (ChannelIslands) Limited

Dc PutronFundManagement(Guernsey)Limited

DeutscheBank (CI,) Limited

DeutscheBankInternationalLimited

DeutscheInternationalTrustCorporation(Cl.) Limited

DeutscheInvestmentFunds Limited

Dixcart TrustCorporationLimited
Duke StreetCapital ManagementServices(Guernsey)Limited

Dune Partners(Guernsey)Limited

Eagle StarLife AssuranceCompanyLimited

EEP ManagersLimited

EFG Private Bank (ChannelIslands)Limited
ElectraEuropeanFund (GP) Limited
Ely InternationalAssetManagementLimited

EQT ScandinaviaLimited
ESD ManagersLimited

EuroSmallCapsManagementServicesLimited

Excel Capital PartnersIII GeneralPartnerLimited

ExeterInvestments(Guernsey)Limited

FederalTrustCompanyLimited

FinexcoInternationalLimited

First Arrow GlobalFundTrusteesLimited

First Arrow ManagedFundTrusteesLimited

GCI PartnersLimited

GeneraliPortfolio ManagementLimited

GenesisAsset ManagersLimited

GenesisFundManagersLimited

GEP FundManagersLimited

GlobalCapital ManagementLimited

GLS (GP) Limited

Greig Middleton InternationalLimited

GuinnessFlight TrusteesS.A.R.L.

HaveletAssetManagementLimited
HaveletFund ServicesLimited

HCF (Guernsey)Limited

Helix ManagementLimited

HeritageTrustLimited

HFT (Guernsey)Limited
HLSP InvestmentManagementII Limited

HSBC BankUSA, GuernseyBranch

HSBC RepublicTrustCompany(Guernsey)Limited

IndosuezAdministrationServicesLimited

InternationalBottler ManagementLimited

InternationalPrivateEquity ServicesLimited
InvescoInternational(Guernsey)Limited

InvestecGuinnessFlight PersonalPortfolio Management

(Guernsey)Limited

InvestecInvestmentManagement(ChannelIslands)Limited

I.P. RealEstateAssetManagement(Guernsey)Limited

IslandConsultantsLimited
JamesCapel(ChannelIslands)Limited

BankJuliusBaer (Guernsey)Limited
BankJuliusBaer & Co Ltd — GuernseyBranch

Julius BaerTrust Company(ChannelIslands) Limited

KappaIT Ventures(GP) Limited

LAF SponsorLimited

Lake ServicesLimited

LaremTrusteesLimited

L.C.F. EdmonddeRothschild(CI.) Limited

Legis CorporateServicesLimited

Leopold Joseph& Sons(Guernsey)Limited

Lines OverseasManagement(Guernsey)Limited

Liontrust International(Guernsey)Limited

Lloyds TSB Bank (Guernsey)Limited

Lloyds TSB IndependentFinancialAdvisersLimited
Lloyds TSB Offshore PrivateBanking (Guernsey)Limited

The Louvre Trust CompanyLimited

ManagingGeneralPartnerGEP L.P.

Manor Park (Guernsey)Limited

Marsh FinancialServicesLimited

Marsh ManagementServicesGuernseyLimited

MathesonInvestmentInternationalLimited

MeesPierson(CI,) Limited

MeesPiersonInvestmentManagement(CI,) Limited

MeesPiersonManagement(Guernsey)Limited

Merlin GroupSecuritiesLimited

Middle EastCapital Group Limited

Midland Bank Trustee(Guernsey)Limited

Millennium Asset ManagementLimited

Milroy & AssociatesLimited

MontierAsset ManagementLimited

Moore Stephens
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Other licenseescontinued
N’atWest OffshoreLimited

Ne\s’ton InternationalInvestmentManagementLimited

Newton InvestmentManagement(Guernsey)Limited

Next CenturyPartnersLimited

Nordic Equity ManagementLimited

Nordic Mezzanine GP Limited

Nordic Venture PartnersLimited

OffshoreInvestmentConsultants(Guernsey)Limited

Orion Capital Advisors (Guernsey)Limited

OverseasAssetManagementLimited

PantheonVentures(Guernsey)Limited
ParibasGuernseyLimited

Parkway’ Administration(Guernsey)Limited

PartnersGroup PrivateEquity Administration Limited

PearlUnit Trusts Limited

PeregrineManagementLimited

PESDManagementLimited

Pictet Asset ManagementUK Limited

Plaza Film FinanceLimited

Polytechnos(GP) Limited

PrincessManagement& InsuranceLimited

Privilege Portfolio InternationalLimited

ProspectAssetManagement(ChannelIslands) Limited

Quilter & Co Limited

R & H Fund Services(Guernsey)Limited

RabobankGuernseyLimited

RBSI CustodyBank Limited

Riverdale AssetManagementLimited

RossboroughFinancial Planning Limited

RothschildBank Switzerland(CI.) Limited

Rothschild CorporateFiduciary ServicesLimited
Rothschild Venture (Guernsey)Limited

Royal & SunAlliance Trust(ChannelIslands)Limited

Royal Bankof CanadaInvestmentManagement(Guernsey)Limited

Royal Bankof ScotlandInternationalLimited

Ruffer (ChannelIslands) Limited

Safferv ChampnessManagementInternationalLimited

SchroderAsseily (Guernsey)Limited

Schroders(CI.) Limited

SchroderExecutorand TrusteeCompany(CI.) Limited

SchroderVentureManagers(Guernsey)Limited

SC Invest Holding (Guernsey)Limited

Scotney’ FinancialServicesLimited

Select IndustriesManagementCompanyLimited

764 Capital ManagementLimited

SG HambrosTrust Company(Guernsey)Limited

Sixela InvestmentsLimited

The SlovenianFund ManagementCompan~’(Guernsey)Limited

StenhamGestinorAssetManagementInc

StenhamGestinorTrusteeLimited

StrategixCapital (GeneralPartner)Limited

TempletonInvestmentManagementLimited

Thornhill GuernseyLimited

ThreadneedlePortfolio ServicesLimited

3k Capital (GP) Limited

TrustManagement(Alderney) Limited

The UBK European PropertyCompanyLimited

Unicapital InvestmentsManagement(Guernsey)Limited

Union Discount Company CI, Limited

Union Fund Management (Guernsey)Limited
Voltaire Distribution Limited

Wilfred T. Fry (CI.) Limited

Zenith Secretarial ServicesLimited

Zurich Investment Management (CI,) Limited

The Licensees(Financial Resources,Notification, Conductof Business

andCompliance)Rules 1998 apply’ to all the above. In addition, the

CollectiveInvestmentSchemes(DesignatedPersons)Rules 1988 apply

to designatedmanagersanddesignatedtrustees/custodiansof authorised

collective investmentschemesand the InvestmentExchange

(Notification) Rules 1998 applyto licensedinvestmentexchanges.
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Collective investment schemesauthorised at

31 December 1999

ClassA Schemes

DresdnerRCM British Fund Limited

DresdnerRCM ContinentalEuropeanFund Limited

DresdnerRCM EmergingMarketsFund Limited

DresdnerRCM Far EastFund Limited

DresdnerRCM Gilt Fund Limited

DresdnerRCM InternationalAccumulation Bond Fund Limited

DresdnerRCM InternationalIncomeBond Fund Limited

DresdnerRCM JapaneseFund Limited

DresdnerRCM North AmericanFund Limited

DresdnerRCM StrategicInvestmentFund Limited

The Elite PersonalPortfolio Service

EquiSar(CI.) Fund

Five Arrows CurrencyFund Limited

Five Arrows InternationalBond Funds Limited

Five Arrows InternationalReservesLimited

GlobalSarDollar Fund

GlobalSarSterling Fund

GuinnessFlight Global StrategyFund Limited

GuinnessFlight InternationalAccumulation Fund Limited

Lazard SelectInvestmentTrust Limited

Llods TSB Money Fund Limited

M & G Island Global Fund

M & G Island Gold Fund

M & G Island UK Fund

TheOld Mutual InternationalPortfolio

PrudentialGlobal Growth Fund Limited

PrudentialMoneyFunds Limited

PrudentialUSD Bond Fund

Royal Bankof CanadaGlobal Funds

Royal Bank of CanadaInternationalCurrenciesFund Limited

SchroderIndia Fund

SchroderOffshore CashFund

SchroderTaiwanFund

The CollectiveinvestmentSchemesReins1988 andThe Cc,llectiveinvestmentSchemes

(Coenpensatisnof Investors)Ruins1988 apply to the above.

Class B Schemes

AB InternationalFund Limited

AberdeenPCC Limited

Absolute Alpha Fund PCC Limited

Advisers Fund

Al-Awsat Fund

Al.Kharejiyah Global StrategyFund Limited

ARIS Fund PCC Limited

AshmoreEast EuropeanLocal CurrencyDebt Portfolio

AshmoreEmerging MarketsLiquid InvestmentPortfolio

AshmoreLocal CurrencyDebt Portfolio

AshmoreRussianDebt Portfolio

Apollo CalifornianFund Limited

Apollo EuropeanFund Limited

Apollo HedgeFund Limited

Apollo JapanFund Limited

Apollo ProtectorFund Limited

Apollo Tiger Fund Limited

Appletsn InternationalPortfolio Fund

AssetHolder PCC Limited

AssetHolder PCC No 2 Limited

Atlas Arbitrage HoldingsLimited

Atlas Credit HoldingsLimited

Atlas Diversified Holdings Limited

BachmannGlobal InvestmentFund Limited

The BangkokFund

Bank Hofmann Bond Funds

Bank Hofinann —- Dollarrent

Bank Hofmann — EmergingMarket Rent

BankHofmann — Eurorent

BankHofinann StockFunds

BankHofmann — Swissrent

Baring ChrysalisFund Limited

Baring PeacockFund Limited

BeaFrontier Note Limited

BelinvestFund

BelvedereFund Limited

Central and EasternEuropeanFund Limited

CIBC Private ClientsFund Limited

CIBC TAL ProfessionalInvestorFunds PCC Limited

Clariden Dynafloor InvestmentsLimited

Clariden Global InvestmentsLimited

Clariden International InvestmentsPCC Limited

Clariden InvestmentsLimited

CompassHedgingStrategiesFund PCC Limited

CompassOffshoreStrategicInvestmentsFund PCC Limited

ConsultaAlternative StrategyFundLimited

ConsultaCanadianEnergyFund Limited

ConsultaEmergingMarkets Debt Fund Limited

ConsultaInternationalLimited

ConsultaSmallerCompaniesFund Limited

ConsultaTechnologyFund Limited

Credit SuisseInvestmentManagementGlobal PerformanceFunds

The CUCIM Trust

Dantrust Limited

Dantrust II Limited

TheDejima Fund Limited

Deloitte & TouchePCC No, I Limited

Delphi Global Limited

Discovery ValuesFund

Diversified AssetFund

Dynamic Growth Fund

The Egyptian Growth InvestmentCompanyLimited

Ely Place SovereignGrowth Fund

Elysian Fund

The Euro SpainFund Limited

Falcon High IncomeFund
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Class B Schemescontinued
Finsbury LondonTown ResidentialPropertyFund

First Mercantile EmergingRussiaFund Limited

Fitzwilliam Active ManagementPCC Limited

Fitzwilliam InternationalPCC Limited

Five Arrows Global OpportunitiesFunds

Five Arrows InternationalInvestmentFunds

Five Arrows InternationalManagedPortfolio

Five Arrows InternationalPortfolio

Foord & Meintjes InternationalEquity’ Trust

FPUmbrella Fund Limited

GenesisCondorFund Limited

GL Funds

GL TargetFunds

Global ManagedFund Limited

Global TechnologyGrowth Fund Limited

GuernseyGlobal Fund

GuineasFlight Worldwide Umbrella Fund Limited

Gulf OverseasInvestmentFund Limited

HansaFund PCC Limited

Hauteville Global & BalancedFund

HempshereEquity Fund (EUR) Limited

HempshereEquity Fund (USD) Limited

HemisphereGlobal HedgeFund Limited

TheHermitageFund

Horizon Fund

HRS Holdings Limited

IBJ-I Europe Fund

India AccessLimited

India Debt Fund Limited

TheIndia I .T. Fund Limited

India PublicSectorFund Limited

Jaivco

Kanz Bank Islamic InvestmentFund PCC Limited

KMEFIC Al-ManarahFund

KMEFIC EuropeanRealEstateLiquidity Fund Limited

KMEFIC RealEstateLiquidity Fund

Labrow Global Funds

LandsbankiPCC (Guernsey)Limited

Latin .America Capital PartnersLimited

Liontrust GuernseyFund Limited

London & Oxford ValueFund

Long-Invest Fund PCC Limited

M3 Capital Mutual FundPCC Limited

Man Alternative Strateg~’InvestmentsLimited

Man-DrapeauResponseLimited

Man-Fidex Global InvestmentsLimited

Man-VectorGlobal InvestmentsLimited

MerchbancInternationalFunds

Merrill Lynch SeriesTrust known as“The India Fund”

Metro Global PrivateFund Limited

Mint Relative ValueFund Limited

MonumentGrowth Fund

MRV InvestmentsLimited

Multi-Manager InvestmentProgrammesPCC Limited

MynahInvestmentsLimited

NemrodLeveragedHoldings Limited

TheNew EuropeTrust

Offshore PortfoliosPCC Limited

Optimal TrackerFund PCC Limited

ParagonCapital Appreciation Fund Limited

ThePatrimony Fund Limited

ThePortugalGrowth Fund Limited

ProspectStreet InternationalFund PCC Limited

PrudentialWorld ValueFund

QuantumIndia PartnersLDC

RaintreeGlobal Fund Limited

RepublicPortfolio SelectionFund

RepublicStrategiesFund

RepublicUni-Folio

Royal Bankof CanadaStrategicRatchetFund

RussianOpportunitiesFund Limited

SaudiInternationalHigh Yield Bond Fund

SchroderBrazil Fund

SchroderEasternEuropeanFund

SchroderEmergingMarketsFund

SchroderLatin AmericanFund Limited

SchroderOffshoreSterling Bond Fund

Select Global StrategiesLimited

SogevalFund Limited

SpeerCapital PreservationFund

SupremeGrowth Fund

Swiss Capital PCC Limited

T.A.L. Private InvestmentFunds

Taurus EmergingFund Limited

ThetaGlobal Market Risk Fund

TSG (GCI) ManagementTrust

UBKAM Arabian InvestmentCountry Funds Limited

UBKAM Arabian InvestmentMasterFund Limited

UBKAM EnhancedSelect Fund Limited

UBKAM Select High Yield InvestmentFund Limited

Wafra Global Fund Limited

Wafra Small Cap Fund Limited

Waxwing InternationalLimited

Wilen Trust

Woolwich Offshore AssetPlus Fund
The CollectiveInvestmentSchemes(Class B) Rules 1990apply to the above.

ClassQ Schemes

MG Metals Fund Limited

NIF Holdings Fund PCC Limited

TheSanwaTotal ReturnFund

Winterthur Short Term ReserveFunds
The Collective InvestmentSchemes(QualifyingProfessionalInvestorFunds)(Class Q) Rules
1998 apply to the above.
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Institutions registered at 31 December 1999

Domestic insurers

Allied DunbarAssurancePlc

Allied DunbarInternationalAssuranceLimited

Ancient Order of ForestersFriendly Society

Axa InsurancePlc

Britannic AssurancePlc

Britannic Unit Linked AssuranceLimited

TheBritish United Provident Association

CGU Life AssuranceLimited

CMI InsuranceCompanyLimited

Combined InsuranceCompanyof America

CommercialGeneral UnionAssuranceCompanyPlc

Co-operativeInsuranceSociety Limited

DBI InsuranceCompanyLimited

Domestic & GeneralInsurancePlc

Eagle Star InsuranceCompanyLimited

Eagle Star Life AssuranceCompanyLimited

The EquitableLife AssuranceSociety

Exeter Friendly SocietyLimited

Friends’ ProvidentLife Office

GAFLAC Plc

Guardian InsuranceLimited

The GuernseyAlliance InsuranceSociety

GuernseyMutual InsuranceSociety

IndependentOrder of Oddfellows, ManchesterUnity Friendly Society

InsuranceCorporationof the Channel IslandsLimited

The Islands’ InsuranceCompanyLimited

La FraternelleMutual Fire InsuranceSociety

Lincoln National (Guernsey)Limited

Lloyds TSB Life AssuranceCompanyLimited

Norwich Union Life InsuranceCompanyLimited

PearlAssurance(Unit Funds)Limited

PearlAssurancePlc

PoliceMutual AssuranceSociety Limited

The PrudentialAssuranceCompanyLimited

RefugeAssurancePlc

Royal Liver AssuranceLimited

The Royal London Mutual InsuranceSociety Limited

ScottishBoiler & GeneralInsuranceCompanyLimited

ScottishGeneralInsuranceCompanyLimited

SunLife AssuranceCompanyof Canada

United Friendly InsurancePlc

WesternProvidentAssociationLimited

Offshore insurers

A.A. ReinsuranceCompany (Guernsey)Limited

ABB InsuranceLimited

ABB PowerInsuranceLimited

AberdeenInternationalLimited

Abigroup Risk ManagementServicesLimited

Absolut Re Limited

ABTA InsuranceCompany (Guernsey)Limited

ABTA Travel AgentsInsuranceCompanyLimited

Acacia Insurance(Guernsey)Limited

Aegis InsuranceCompanyLimited

Agrochem InsuranceCompanyLimited

AGS InsuranceCompanyLimited

AlexanderBartholomess’InsuranceLimited

Alliance & LeicesterMortgage Insurance(Guernsey)Limited

Allied Colloids InsuranceLimited

Amadis InsuranceCompanyLimited

Amco InsuranceCompanyLimited

AmericanPhoenixLife & ReassuranceCompany— GuernseyBranch

AmershamInternationalInsuranceServicesLimited

Anchor Insuranceand ReinsuranceCompanyLimited

AnchorageInsuranceCompanyLimited

Arcadian GuernseyLimited

Archer InsuranceLimited

Arisis Limited

Arjo Wiggins Appleton InsuranceLimited

Ark Re Limited

Arnold Clark InsuranceLimited

Arriva InsuranceLimited

Ascot Underwriting Limited

Automotive Financial InsurancesLimited

Automotive ServicesInsuranceLimited

Aviation BaggageClaims InsuranceCompanyLimited

Avon ReachInsuranceCompanyLimited

Aztec InsuranceLimited

Bailiwick InsurancePCC Limited

Baker Street Risk and Insurance(Guernsey)Limited

Banks’sBrewery InsuranceLimited

BantamInsuranceCompanyLimited

BBP (PCC) InsuranceLimited

BeeInsuranceLimited

Belaire InsuranceCompanyLimited

Belvoir InsuranceCompanyLimited

BIFA Mutual InsuranceCompanyLimited

B.I. InsuranceLimited

Black Lion InsuranceCompanyLimited

BLG InsuranceLimited

B M (Insurance)Limited

BonaventureInsuranceCompanyLimited

BouverieInsuranceLimited

BreconInsuranceCompanyLimited

Britannia InsuranceCompanyLimited

Britsafe InsuranceServices(Guernsey)Limited

Broom InsuranceCompanyLimited

BrownstoneInsurance(Guernsey)Limited

Brunel InsuranceCompanyLimited
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Offshore insurers continued

B S InsuranceLimited

Bulldog InsuranceCompany Limited

Burnahy Insurance(Guernsey) Limited

The Burnhill InsuranceCompanyLimited

Butterfield Insurance(Guernsey)PCC Limited

Cairngorm InsuranceLimited

CapstanInsuranceCompanyLimited

Carfax InsuranceLimited

Carfax PersonalLines InsuranceLimited

Carmelite InsuranceLimited

TheCatholic National Mutual Limited

CBS InsuranceLimited

Cellulose InsuranceLimited

CensureInsuranceCompanyLimited

ChannelLife PCC Limited

ChannelShiposvnersMarine Indemnity Association

CharnwoodInsuranceCompanyLimited

City and CommercialInsuranceCompanyLimited

City & Provincial Insurance(PCC)Limited

City InsurersLimited

ClargesInsuranceLimited

Clerical Medical InvestmentGroup Limited

ClydesdaleInsuranceServicesLimited

Coborn InsuranceCompanyLimited

Colins Limited

CollegiateInsuranceCompanyLimited

ColonnadeReinsuranceLimited

ConnaughtInsuranceCompanyLimited

ContinentalIndemnity Limited

ContinentalLife (International) Limited

Continuum InsurancePCC Limited

Contrex InsuranceLimited

Coppice InsuranceCompanyLimited

Cornhill Insurance(Guernsey)Limited

Countryvs’ide InsuranceCompanyLimited

Cowick InsuranceServicesLimited

Credit Life AssuranceSociety Limited

Cronors InsuranceLimited

Crystal InsuranceCompanyLimited

Curzon InsuranceLimited

Deburn Indemnity Limited

The Delphic InsuranceCompanyLimited

Delta InsuranceLimited

Derwent InsuranceLimited

DesignProfessionalsInsuranceCompanyLimited

DLG InsuranceLimited

Dove InsuranceCompanyLimited

DrummondsInsurancePCC Limited

EachairnInsuranceLimited

East West United InsuranceLimited

EastwoodInsuranceCompanyLimited

ECC InsuranceLimited

ElecrentInsuranceLimited

Elementis InsuranceGuernseyLimited

EnvironmentalInsurance(Guernsey)Limited

EuropeanCredit and GuaranteeInsurancePCC Limited

EuropeanLife (ChannelIslands) Limited

EuropeanReinsurance(Guernsey)Limited

Fairfax InsurancesLimited

Fairss’ayInsuranceLimited

FanumReinsuranceLimited

FarmersReLimited

FarringdonInsuranceCompanyLimited

Felcourt InsuranceCompanyLimited

Felcourt InsuranceCompany (Overseas)Limited

Field InsuranceLimited

Finistere Life AssuranceCompanyLimited

First CenturyInsuranceLimited

The First SaxonInsuranceCompanyLimited

Fistar Limited

Flightform InsuranceLimited

ForesightInsuranceLimited

The41 InsuranceCompanyLimited

FoundationReinsurancePCC Limited

FriarsStreetInsuranceLimited

Fruitcover Limited

Fulmar Finance & InsuranceLimited

Fulwood InsurancesLimited

Furnival InsuranceCompanyLimited

GamondInsuranceCompanyLimited

Gannet Indemnity Limited

GarlanInsuranceLimited

Geest(Guernsey’)Limited

GeneralCredit InsurersLimited

GeneraliInternationalLimited

GeneraliWorldwide InsuranceCompanyLimited

GlensureInsuranceCompanyLimited

Global (Guernsey’) Limited

Grafton Limited

GrampianInsurance(Guernsey)Limited

GrangeInsuranceCompany’ Limited

Great\~m”esternInsuranceLimited

GreenFlag InsuranceLimited

GuardianInsurance(Guernsey)PCC Limited

GuardianShieldInsuranceLimited

HaldanIndemnity’ Limited

Halifax GuaranteeInsuranceCompany’Limited

Halifax Mortgage Re Limited

Harlequin InsurancePCC Limited

Hauteville InsuranceCompan~’Limited

Heritage Motor Vehicle InsuranceCompanyLimited
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Offshore insurers continued

High Street InsuranceCompanyLimited

Hinton InsuranceLimited

Hiscox InsuranceCompany(Guernsey)Limited

HJM InsuranceCompanyLimited

Holdright InsuranceCompanyLimited

Hollard InternationalInsurance(PCC) Limited

Home Finance Guarantors (Insurance) Limited

HSBC Insurance (Guernsey)Limited

HSBC InsuranceSPCLimited — GuernseyBranch

Iberia ReinsuranceLimited

IM InsuranceCompanyLimited

The Independents’AdvantageInsuranceCompanyLimited

InreskaLimited

Inter-European Insurance Company Limited

InternationalAviation Syndicate

InternationalInsurance& GuaranteeCompanyLimited

InternationalMarine Syndicate

InternationalMovers Mutual InsuranceCompanyLimited

InternationalPersonalAccident Syndicate

IspatInternationalInsuranceCompanyLimited

JancapInsurancePCC Limited

JCB Insurance Company Limited

JLP InsuranceLimited

Jupiter Insurance Limited

KF InsuranceServicesLimited

Kingsmill InsuranceCompanyLimited

Kirkstone InsuranceLimited
Kopinsure Limited

Korin Insurance Limited
La Coupe InsurancePCC Limited
Lawgram Insurance Limited

LeesideServices(Guernsey) Limited

Les MinquiersLimited

Life Associationof GuernseyLimited
Lignin InsuranceCompanyLimited
Lilley Insurance(Guernsey)Limited

Linpac InsuranceCompanyLimited
Lloyds TSB Bank InsuranceCompanyLimited
LochsideInsuranceLimited
LondonPower InsuranceLimited

LondonTransport Insurance (Guernsey) Limited

LongwoodInsuranceCompanyLimited

Lothbury InsuranceCompanyLimited

Magnet InsuranceLimited

Mainstay InsuranceLimited

MainstayLimited

Markfield InsuranceCompanyLimited

Maxfort InsuranceLimited
TheMay InsuranceCompanyLimited

Maypole InsuranceCompanyLimited

MDDUS InsuranceLimited

MDU InsuranceLimited

TheMeadows Indemnity CompanyLimited

MeyerInternationalInsuranceLimited

MHACE InsuranceCompanyLimited

MichaelangeloInsuranceLimited

Mid-Pacific ReinsuranceCompanyLimited

Millennium Life AssuranceCompanyLimited

Mill StreamInsuranceCompanyLimited

Minories InsuranceCompanyLimited

Misys Group InsuranceLimited

Moorfields InsuranceCompany(Guernsey)Limited

MorseInsuranceCompanyLimited

MountgraveInsuranceLimited

M S InsuranceLimited

Mutual Indemnity (Bermuda)Limited — GuernseyBranch

NAAFI Insurance(Guernsey)Limited

National ExpressGuernseyLimited

National Grid InsuranceLimited

NesteInsuranceLimited

New Horizon InsuranceLimited

New World InsuranceCompanyLimited

NFC InsuranceLimited
Nightingale InsuranceLimited

NordbenLife & PensionInsuranceCompanyLimited
NorthernFoods Insurance Limited

NorthernRock MortgageIndemnity CompanyLimited

Northside InsuranceCompanyLimited

Norwich Union Life & PensionsLimited

Nova InsuranceLimited

NTL InsuranceLimited
OCS Insurance(Guernsey)Limited

Octavian InsuranceCompanyLimited

Old Mutual International(Guernsey)Limited

Old Mutual Life AssuranceCompany(SouthAfrica) Limited, GuernseyBranch

Orchid InsuranceLimited
Osmris Marine and GeneralInsuranceCompanyLimited

The PatriotInsurance Company Limited

PeninsulaInsuranceLinaited

PenningtonsInsuranceLimited

PentagramInternationalInsuranceCompanyLimited

PeterboroughIndemnity InsuranceLimited

PeterCox InsuranceCompanyLimited

P1 InsuranceCompanyLimited

Pi Underwriting Limited

PolygonInsuranceCompanyLimited

Portland InsuranceCompanyLimited

PortonUnderwriting Limited
Portvvay InsurancePCC Limited

PostCapGuernseyLimited

PraetorianInsuranceCompanyLimited

83



818

The InsuranceBusiness(Guernsey)Law, 1986

Offshore insurers continued

Premium Life InternationalLimited

PrincessManagement& InsuranceLimited

PrometheusInsuranceCompanyLimited

ProspectUnderwriting Limited

ProtectorInsuranceLimited

ProvidentInternationalCredit GuaranteeCompanyLimited

QueenStreet Mutual CompanyLimited

Railtrack InsuranceLimited

RankInsuranceLimited

R B InsuranceLimited

RedlandInsuranceLimited

Reigndei Limited

RemusLimited

Republic IndustriesAutomotive Rental GroupInsurancesLimited

The Rock CompanyLimited

RomulusLimited

Royal Heritage Life AssuranceLimited

Royal Life InsuranceLimited

RugbyInsuranceLimited

Rutherford IndemnityLimited

Rutland InsuranceLimited

SamsonInsuranceCompanyLimited

SandringhamInsuranceLimited

SarniaInsuranceCompanyLimited

SB InsuranceLimited

ScanportInsuranceLimited

Scarcroft InsuranceLimited

Scor ChannelLimited

Scout Insurance(Guernsey)Limited

SDH InsuranceCompanyLimited

SecondOpinion InsuranceCompanyLimited

SenatorInsuranceLimited

SercoInsuranceCompanyLimited

Servicecover(Guernsey)Limited

Shield InsuranceCompany(Guernsey’) Limited

S L InsuranceLimited

S M Insurance(Guernsey)Limited

SoteriaInsuranceand Finance Limited

SouthAfrican ReserveBank InsuranceCompanyLimited

SouthernElectric InsuranceLimited

SouthonInsuranceCompanyLimited

SpreadEagleInsuranceCompanyLimited

SRH ReinsuranceCompanyLimited

Stapleford InsuranceCompanyLimited

StatemetInsuranceCompanyLimited

St James’sInsuranceLimited

Sure—HaInternationalLimited

Tam InsuranceCompan~’Limited

Talisman GuernseyLimited

TargetInsuranceCompany (Guernsey)Limited

TaysideReinsuranceLimited

TDG InsuranceLimited

TheTempleInsurancePCC Limited

Tern InsuranceLimited

TerraceInsurancesLimited

TescoInsuranceLimited

ThameInsuranceCompanyLimited

ThomsonTravel InsuranceServicesLimited

Thorn InsuranceCompanyLimited

TI GroupInsuranceLimited

Topsail InsuranceCompanyLimited

Tor Insurance(Guernsey) Limited

TranscorInsuranceLimited

Trans-EuropeanInsuranceLimited

Tras’el ManagersInsuranceCompanyLimited

Two OceansReinsuranceCompanyLimited

UN & M InsuranceCompanyLimited

Unic InsuranceLimited

United InsuranceCompanyPCC Limited

United Kenning Rental Group InsuranceServicesLimited

Universal InsurancesLimited

ValkarayInsuranceLimited

Voyager InsuranceCompanyLimited

Vulcan InsurancePCC Limited

WatertightInsuranceLimited

WesternInsuranceCompanyLimited

West HouseInsuranceLimited

Whitehall InsuranceCompanyLimited

White Horse InsuranceLimited

White Rock InsuranceCompanyPCC Limited

White SwanInsuranceCompanyLimited

Windsor Limited

WinguardInsuranceCompanyLimited

WinstonInsuranceCompanyLimited

Woodcroft InsuranceCompanyLimited

World Traveller InsuranceLimited

WPD InsuranceLimited

W.S. Atkins Insurance(Guernsey)Limited

YealmeInsuranceLimited

Yorksafe InsuranceCompanyLimited

Thereare ses’enteeninsurerscurrentlyesemptfrom regulation.

Insurance managersauthorised at 31 December 1999

Unrestricted
AIG InsuranceManagementServices(Guernsey)Limited

AON InsuranceManagers(Guernsey)Limited

AON Risk Services(Guernsey)Limited

AssicurazioniGenerali(InsuranceManagers)Limited

BachmannInsuranceManagersLimited

Bacon& WoodrowInsuranceManagement(Guernsey)Limited
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Unrestricted continued

CGU ManagementServices(Guernsey) Limited

ChannelIslandsInsuranceConsultantsLimited

Griffiths & Armour CaptiveManagementLimited

HSBC InsuranceManagement(Guernsey)Limited

InsuranceCorporationServiceCompanyLimited

InternationalRisk Management(Guernsey) Limited

InvestecBank (ChannelIslands)InsuranceManagementServicesLimited

LambertFenchurchInsuranceManagement(Guernsey)Limited

Langtry InsuranceServices(Guernsey)Limited

Le MarchantUnderwriting ManagementLimited

MarshManagementServices(Guernsey)Limited

McCalls InsuranceManagers(Guernsey)Limited

Mutual Risk Management(Guernsey)Limited

NormandieRisk ManagementLimited

Optimum Risk Research(CI.) Limited

PolygonManagementLimited

Prism InsuranceManagementLimited

Risk ManagementLimited

Sartor ResourcesLimited

SedgwickManagementServices(Guernsey)Limited

Sinser(Guernsey)Limited

\Villis Corroon Management(Guernsey)Limited

Restricted

ChannelLife ManagementConsultantsLimited, restrictedto long-term

insuranceonly

Orion InsuranceManagementLimited, restrictedto managing:-

Ancient Orderof ForestersFriendly Society Court“Pride of Saria”

La FraternelleMutual Fire InsuranceSociety

PortmanWelbeck Limited, restrictedto managing:.

ProspectUnderwriting Limited

WinstonInsuranceCompanyLimited

Intermediaries

Anthony Le Blanc & Partners

Argus InsuranceBrokers Limited

Arrow InsuranceBrokers (Guernsey)Limited

BachmannInsuranceBrokers Limited

Barclays OffshoreFinancialServices

Birch InsuranceBrokers Limited

CanivetWebberFinancialServicesLimited

Capital GuernseyLimited

ChannelFinancialServices(Guernsey)Limited

ChannelInsuranceBrokersLimited

CharlesworthInternational(Guernsey)Limited

Chis InsuranceServicesLimited

Clarity Financial Limited

Clarke Middleton AssociatesLimited

CleggGifford (Islands)Limited

Collins Stewart(CI) Limited

Dc BeauvoirInternationalFinancialConsultantsLimited

Dc La Rue and JonesFinancial ServicesLimited

Done InsuranceBrokers Limited

First City InsuranceBrokers Limited

First (Guernsey)Limited

Flint & CompanyLimited

Goldnidge StoneLimited

HepburnsLife & PensionsLimited

HSBC Bankplc

Islands’ InsuranceBrokers Limited

Lloyds TSB IndependentFinancialAdvisors Limited

MarshFinancialServicesLimited

Martin-Gray Insurance

Miller InsuranceGroup Limited

NatWest OffshoreLimited

NetworkDirect Limited

NormandieInsuranceBrokers Limited

Nova Financial ServicesLimited

PentagonInsuranceBrokers Limited

Principal Financial Limited

R A Rossborough(Guernsey)Limited
RossboroughFinancialPlaningLimited

RossboroughHealthcareInternationalLimited

RossboroughInsuranceBrokers (Alderney) Limited

Ross-GowerGroup Limited

Royal Bankof Canada(ChannelIslands)Limited

Royal Bank of ScotlandInternationalLimited
SafehavenInternationalLimited

SG HambrosBank & Trust (Guernsey)Limited

SouthernInsuranceManagementLimited

United AssuranceManagement ServicesLimited

WoodlockFinancial Services

Temporary intermediaries

Anthony K Falcon Limited
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Outsourcingof Administration Functionsin Respectof Authorised
Collective InvestmentSchemes

Introduction

During the past two yearsthe Commissionhas beenapproachedby

a numberof partiesenqumningas to ss’hetheradministration

functions in respectof collective investmentschemesauthonised

under the Protectionof Investors(Bailiwick of Guernsey)Law,

1987 (“the P01 Law”) may be delegatedby the Designated

Managerto partiesin otherjurisdictions. The purposeof this

GuidanceNote is to set out the Commission’spolicy relating to

suchoutsourcing,and to gis’e practical guidanceto Designated

Managerswho may be consideringoutsourcing.

2. The Commission’s Policy

2. 1 The Commission’spolicy is basedon the following premises:-

(a) the ultimate responsibility for outsourcedbusinessremains

with the DesignatedManager;

(b) the DesignatedManagershouldsatisfy itself at the outset,and

on a continuingbasis thereafter,that the overseas

administrator is fit and proper, andbe able to evidencethat it

has done so if required by the Commission.

2.2 In principle, the Commissionvs-ill considerproposalsfor the

outsourcingfrom Guernseyof certainadministrationfunctions in

respectof schemesauthonisedunder the P01 Law. The

Commissionsvouldnormally expectsuchproposalsto relateto

schemeswith, inter alia, a high net assets’alueand high volume of

transactions(for example,retail funds). As therewould normally

be a loss of economicbenefit to Guernsey,resultingfrom the

GuernseyDesignatedManagerhaving to pay the non-Guernsey

serviceprovider from its oss’nfees,the Commissionwill needto

takeinto accountthe additional feesthat would be earnedby the

DesignatedManagerto make up the loss, In all of the casesof

outsourcingconsideredto dateby the Commission,the Designated

Managershave outsourcedthe valuation processesin order to

utilise their local resourceson new businessfor svhich they are

then ableto act.

2.3 As always, the Commissionis preparedto meetwith Designated

Managersand other partiesto discussproposalsto outsource

administrationfunctions from Guernseyand svould encouragesuch

discussionat an earlystageof any proposal.

3. Practical Guidance

In generalterms, if outsourcingis proposed~

3. 1 The Commissionwill carry out its own regulatoryand other

checks into the proposedentity (“the administrator”) thatis to

carry out functions on behalfof the GuernseyDesignatedManager.

The Commissionwill also need to be satisfiedthat the

administratorhas a demonstrabletrackrecord in the proposed

functions to he undertakenand that under the relevant regulatory

regime ofits own jurisdiction it may undertakethesefunctions.

The Commissionvs’ill need to be satisfiedthat the jurisdiction from

which the delegateoperatesis adequatelyand suitably regulated.

3.2 The Commissionwould expectto he kept informed of major

developmentsin respectof outsourcingproposalsduring the

planningand developmentstages.From the Commission’s

experience,basedon DesignatedManagerswho has-coutsourced,

this processcantake up to six monthsto complete,mainly due to

the needfor legal and proceduraldocumentationto be drafted,

agreedand implemented.

3.3 TheCommissionwill carry out a compliancevisit to the

DesignatedManagerafter the implementationof any outsourcing

arrangementsto ensurethat the DesignatedManagercontinuesto

comply,and demonstratescompliance,with the P01Lasv and the

relevantrulesand regulationsmadethereunder.In addition the

Commissionwill checkto ensurethat all of the mattersset out

under3.4 to 3.9 beloss’has-cbeenaddressedby the Designated

Manager.

TheCommissionwould expect the DesignatedManagerto ensure

that the following mattershave beenaddressed:-

3.4 TheDesignatedManagershouldcarry out its ovvn due diligencein

respectof the administratorand be able to provide svnitten

evidenceof suchdue diligenceto the Commissionupon request.

Such due diligence should be updatedon a periodic basisin the

light of information coming to the DesignatedManager’sattention.

Thefrequencyof the ongoing due diligenceis a matterfor the

DesignatedManagerbut should be rationalisedand be

demonstrable.TheDesignatedManagermust also be satisfiedthat

the proposedarrangementswill have no adverseregulatoryor

fiscal impact upon the scheme.
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3.5 The Commissionwould expectall of the planningand pre-

implementationprocessesto be fully documented.In addition, a

periodof paralleloperation (usingthe old and nevv systems)would

be expected.Someform of proceduresmanualwill need to be

developed,testedand put into operation. TheDesignated

Manager’sown compliancearrangements,requiredunderPart 16

of the Collective InvestmentSchemes(DesignatedPersons)Rules

1988, vvill needto be updated.

3.6 TheDesignatedManagershouldensurethat a legally binding

administrationagreementis enteredinto vvith the overseas

administratoreffective from the dateof appointment.In particular,

the Commissionwould not expectthe authonisedschemeto bear the

costsof the implementationand continuationof the outsourcing

arrangementsor any errorsor problemsarising therefrom,

3.7 Realtime links betweenthe DesignatedManagerand the

administratormustbe maintainedand the DesignatedManager

musthave at leastreadaccessto the information held by the

administrator.Therelevantrules madeunderthe P01 Law relating

to recordretentionmustbe addressed.Disasterrecovery and back-

up facilities svill need to beput in place.

3.8 TheCommissionwould expectregularliaison to occurbetween

the DesignatedManagerand the administratorto discussthe

operationgenerally,problems identified and future developments

and for this to be evidenced.TheDesignatedManagerwould be

expectedto carry out its ovs’n regular“audits” of the

administrator’soperations(in particularof the administrator’s

internal controls),the frequencyof which is a matter for the

DesignatedManagerto decidebut which svouldbe expectedto be

at leastoncea year. Thefrequencyand scopeof such“audits” must

also take into accountthe extent of any problemswith errorsmade

by the administrator.

3.9 It is pointed out that the Commissionwould expectall Designated

Managersvs’hich outsourcefunctions to comply vvith the foregoing;

from the evidenceseenon Commissioncompliances’isits and discussions

with the relevantDesignatedManagersthis hasbeenthe case.

4. Liaison with DesignatedTrustees/Custodians

The Commissionwould expectthe DesignatedManagerto keep

the DesignatedTrustee/Custodianadvisedof any proposalsto

outsourceadministrationfunctions and for the latter to be content

with the proposedarrangements.Thereare also implicationsunder

the Commission’s“Incorrect Pricing of AuthonisedCollective

InvestmentSchemes— GuidanceNote on Correctionand

Compensation”(for example,2.1, 2.2, 2.3 and 3.2 of the

GuidanceNote) that will needto be considered.

The GuidanceNote abovewasissuedby the Commissionin 1999.
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AdministeredBanks — Outsourcingto Maximise ResourceEfficiency

Theconceptof a bankwithout a stand-alonepresencewasfirst

elaboratedin Guernseyin 1987.It was felt that all Guernseybanks

having their ovs’n building and a full complementof staff ss’asa poor use

of the Bailiwick’s resources.In this respectGuernseywasa pioneerin

the field of outsourcing— a phenomenonbecomingincreasinglypopular

in the businessworld today.

Under the administeredbankconceptexisting bankswere

permitted to administerother banks, secondingstaff and leasingareasof

office spacewhere and when necessary.To be deemedacceptableto

administeranotherbank, the administeringbank hasto persuadethe

Commissionthat it hasthe necessaryexpertiseto handlesucha major

outsourcingservice.It also hasto showthat in certain areasit hasspare

capacity. Importantly, and unlike otherjurisdictions offering a similar

service, only a bankis permittedto administeranotherbank,

Administered banksarenot to be confusedwith the so called

“cubicle banks” or “brassplate banks”operatedfrom otherjurisdictions.

Brassplateand cubicle operationsare strictly forbidden in Guernsey.

Administeredbanks areno different to any other bankin Guernsey

apartfrom their more comprehensiveoutsourcingarrangements.This

meansthat all primary records,books and accountsmostbe maintained

in the Island and they are locally audited, Thesebanks pay tax on their

profits in Guernseyand employ staff in the Bailiwick (manyon a

secondedbasis).

From the supervisorystandpointadministeredbanksand stand-

alone banks aretreated no differently. All Guernseybanksreceivethe

samebankinglicence.All haveto be fully supervisedin Guernseyusing

the Commission’scombinationof on-siteannualprudentialmeetings

with management;monthly statisticaland quarterly prudential

reporting;on-site targetedreview teamvisits and the usualarrayof

supervisorytools. All haveto meetthe requirementsof the Basel

Committeeon BankingSupervision’sCapital Accord,

Although there is a uniform licence, there is no typical structure

for an administeredbank.They canbe a local subsidiaryora branchof a

non-Guernseybank. Somebankinggroupswith stand-alonebanks in the

Bailiwick use thosebanksto administerGuernsey’ subsidiariesor

branchesof other banksin their groupof companies.Othershave

specialisedin administeringthird-partybanksand havethe serviceasone

of their product income streams.This has resulted in somebanks

administeringup to six other banks (of varying complexity).

Theextentof outsourcingalso differs, Somestraightfom-svard

deposit-gatheringbanksoutsourceall activities to the administeringbank

which canresult in twenty staff beingsecondedto the administered

bank. Othervery limited operationscanbe operatedon a full-time

equivalentof two or threeman-years.However, someadministered

banksemploy staff of their own alongsidestaffsecondedfrom the stand-

alonebank. In the extreme, this canlead to someadministeredbanks

employingvery limited resourcesfrom the stand-alonebanksvhilst the

“hybrid” administeredbank occupiesits own, distinct premises.This is

not uncommon.Furthermore,on at leastthreeoccasions,administered

bankshaveevolved over time to becomestand-alonebanksvs’ith no

connectionwith theirformer serviceprovider. This flexibility of

structureis partof the attraction of the administeredbankconcept.

Figure 35 showshoss-Guernsey’sbankingsectoris madeup and

how important administeredbanks havebecome,Although not the

predominantstructure, they aresignificant and havehelpedthe banking

sectorto grow and diversify, particularly in forms of geographicsources

of business,whilst miimising the consequentialuseof Guernsey’s

scarceresources.
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“Fit and Proper” Criterion

In earlierAnnual Reports,the Commissionpublishedan explanationof

how it understandsand appliesthe criterion of “fit and proper” persons.

Both for convenienceand for emphasis,the “fit and proper” criterion is

included in this Annual Report.

The Commissiontakesthe opportunityto stressthat it seesthe

definition given asbeing of universalapplication in theprovision of

financial servicesand doesnot seeit as confinedto thoseareaswhere it

has formal responsibilitiesand powers.It follo’svs that it is entitled,

when acquiring suchresponsibilitiesand powersin new areasof

provision of financialservicesand applyingthe criterion, to takeinto

considerationany evidenceof pastperformance.

The “fit and proper” criterion runs right throughthe work of the

Commissionin the exerciseof its statutoryfunctions. Section6 of the

BankingSupervision(Bailiwick of Guernsey)Law, 1994 requiresthe

Commissionto be satisfiedthat an applicantis a fit and properpersonto

be registeredand that a registeredpersoncontinuesso to be. Section 4

of the Protectionof Investors(Bailiwick of Guernsey)Law, 1987, as

amendedrequiresthe Commissionto be satisfiedthat an applicantis a

fit and properpersonto carry on controlled investmentbusiness.

Section43 of the InsuranceBusiness(Guernsey)Law, 1986 asamended

requiresthe Commissionto be satisfiedthat an applicantis a fit and

properpersonto be authonisedasan insurancemanager.It is envisaged

that the proposedlaw for the regulationoffiduciaries and administration

businesseswill also containa requirementthat the Commissionmust be

satisfiedthat an applicant is a fit and properpersonbeforea licencewill

be grantedto provide fiduciary services,

The criterion, which datesback in public administrationover very

many years,has undergonesomeevolution in recent years.In the

United Kingdom, both the Bankof England and the Securitiesand

InvestmentsBoard publishedguidanceon how thoseinstitutions apply

the criterion in the courseof their work underthe Banking Act 1987

and the Financial ServicesAct 1986 respectively. TheTribunal in the

matter of Noble WarrenInvestmentsLimited also contributedto

understandingof the criterion in its findings in that case,which was an

unsuccessfulappealagainstrefusal ofauthonisationunder the Financial

ServicesAct 1986. The Commissiontook note of theseprecedentsin

formulating the following statementofhow it appliesthe criterion.

The Commissionalso takesaccountof the 1998 revisionof the

Statementsof Principles publishedby the United Kingdom Financial

ServicesAuthority in accordancewith the Banking Act 1987 and The

Banking Co-ordination(SecondCouncil Directive) Regulations1992.

The Commission’sview of the criterion goesvvell beyondthe mere

considerationof whether ornot thepersonconcernedhas a bad record

or reputationand it doesso in at leasttwo respects.

First, the Commissiondoesnot look for evidencethatthe person

at leastmeetsa minimum standardbut rather it looks for evidencethat

the personmeetsa high standard.This is because,in the context of the

provision of financial services,the personconcernedwill almostinvariably

occupy a positionof trust in respectof money,other assetsor financial

interestsof customersand this must imply higherstandardsof conduct

than in manywalks of life. With regardto institutions which become

subjectto regulationundernew legislation and therebyapplicantsfor

authonisation,the Commissionwill look for muchmore positive evidence

in favour of the applicantthan the simplefact that it hasoperatedin the

particularfield of financial servicesconcernedfor someyearswithout

giving causefor complaint, Second,the Commissionbelievesthat the

conceptembracesnot only honestybut solvency,competenceand

responsiblebehaviour.It believesthat an objective standardexistswhich

it is requiredby its statutoryfunctions to apply and that it is competent

to applysuch a standard.It is irrelevantthat an applicantorauthonised

institution may hold a subjectiveview of its own fitnessandproperness

and, while the view of customersor counter-partiesmaybe relevantto

the Commission’sconsiderationof this criterion, theseare not a

substitutefor the Conimission’sjudgement. Onereasonfor holdingthis

view is that the Commissionalso believesthat the conceptof “fit and

proper” extendsto conduct not only in dealingsvvith the public but in

the orderingof the institution’s internal affairs,

In consideringwhethera personfulfils the “fit and proper”

criterion the Commissionhas regardto a number of general

considerations,whilst alwaystaking accountof the particular

circumstancesof the individual or institution concerned,With regardto

institutions,the Commissionis entitled to take account,inter alia, of

their businessrecords,their other businessinterests,their financial

soundnessand strength, the nature and scopeof their business,and the

institution’s record-keepingand other internal systems.With regardto

an individual who is an executivedirector ormanagerof the institution,

the Commissionincludesamongstthe relevant considerationsvs-hether

he has sufficient skills, knowledge,experienceand application properly

to undertakeand fulfil his particulardutiesand responsibilities.In

addition, the Commissiontakesinto accounta person’sreputation and

character,including suchmattersas whetherhe hasa criminal record.

Convictionsfor dishonestyare especiallyrelevantbut the Commission

also has regardto other typesof offencesince it is vital that a person

responsiblefor managingan institution authonisedby the Commissionin

dischargingits statutoryfunctions is of the highestintegrity.

The Commissionhasregardto the performanceof thepersonin

the exerciseof his duties, Thus incompetenceor imprudencein the

conduct of an institution’s businessor anythingwhich hasthreatened

(without necessarilyhavingdamaged)the interestsof existing or future

customerswill reflectadverselyon thoseresponsible,whether the

mattersof concern havearisenthrough the way they have actedor their

failure to act in an appropriatemanner.TheCommissiontakesa

cumulativeapproach,so that it may determinethat a persondoesnot

fulfil thecriterion on the basis of severalinstancesof suchconduct

which, takenindividually, might not lead to that conclusion.

Thestandardsdemandedare more onerousfor thosewith prime

responsibilityfor an institution’s affairs, thoughthey will vary according

to the scaleand natureof the businessconcerned.In all cases,the

Commissionlooks for a firmly basedunderstandingof the institution’s

business,a clearconceptionof its future developmentand evidenceof

soundjudgementregardingboth commercialand administrativematters
relevantto the business.

89



Appendix10

824

“Four-Eyes” Criterion

TheCommissionappliesthe “four-eyes” criterion and normally requires

at leasttwo individuals to direct the businessof a licensed/registered

institution, It is expectedthat the individuals will be eitherexecutE-c

directors or personsgrantedexecutivepovs’ersby, and reporting

immediatelyto, the board.
Theseprovisions aredesignedto ensurethat at leasttwo minds are

applied to both the formulation and implementationof the policy of the

institution, TheCommissionwould not regard it as sufficient for the

secondpersonto make some,albeit significant, decisionsrelating only

to a fevs specific aspectsof the business.Both must demonstratethe

ability to influence strategy and day-to-daypolicies and their

implementation,and both must actually do so in practice.Both persons

judgementsmustbe engagedin orderthat major errorsleading to

difficulties for the businessarelesslikely to occur.Both personsmust

have sufficient experienceand knovvledgeof the businessand the

necessary’personalqualitiesto detectandresist any imprudence,

dishonestyor other irregularitiesby the other person.It would be

unlikely, in the Commission’sviesv, that closelyrelatedpersonsvs-ould

be sufficiently adequateto meetthis criterion.
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Appendix 11

Banking

The BaselCommittee on Banking Supervision

TheBaselCommittee on BankingSupervisionis a committeeof

banking supervisory authorities which vvas established by the central

bankGovernorsof the Group ofTencountriesin 1975. It consists

of seniorrepresentativesof thebankingsupervisory authoritiesand

central banks of Belgium, Canada, France, Germany, Italy, Japan,

Luxembourg, the Netherlands, Sweden,Switzerland, the

United Kingdom and the United Statesof America, Its current chairman

is Mr William J McDonough, president and chief executiveofficer of

the FederalReserveBank of New York. TheBasel Committeeusually
meets at the Bank for International Settlements in Basel,where its

permanentSecretariat is located.

The Committee is responsiblefor issuing guidelineson standards

which the internationalcommunity expectsfrom banksand bank
supervisors. The most famousof thesevs-crc probablythe Basel

Concordat in 1983 and the BaselCapital Accord of 1988. The Concordat
setout demarcationlines for supervisorsvvhile the Capital Accord

establishedhow supervisorsshould measurethe amount ofcapital

neededto support a bank’srisk. The Capital Accordintroducedthe

conceptof a minimum risk assetratio of 8%. More recently the

Committee has introduced 25 Core Principles of Effective Banking

Supervision and an underlying methodology. It is also vv-orking on a

revised Capital Accord.

This only scratchesthe surfaceof the BaselCommittee’swork,

It hasproducedpapers on a wide variety of subjects and has gone a long

way to improving internationalstandards ofbankingsupervision.

The Offshore Group of Banking Supervisors

The OffshoreGroup of BankingSupervisors(“the OGBS”) wasestablished

in 1980 as a forum for supervisory co-operationbetween the banking

supervisors in offshore financial centres, Current members of the Group

are:- Aruba, Bahamas,Bahrain, Barbados, Bermuda, Cayman Islands,

Cyprus, Gibraltar, Guernsey, Hong Kong, Isle of Man, Jersey,Labuan,

Malta, Maunitius, NetherlandsAntilles, Panama,Singaporeand Vanuatu.

Thegroup meetsannually. In yearswhen the International

Conferenceof Banking Supervisors is held, it meets at that conference’s

venue,in other yearsat a locationin one of the jurisdictions represented

in the group.

Guernseywas a foundingmemberof the OGBS, It is a useful

forum where offshore centrescanmaketheir viewsknown and compare

experiencewith like mindedcentres.It also enablesconcernsto be passed

to the BaselCommittee, Onesuchexampleis the working group made

up of BaselCommittee and OGBSmembers,This working group has

produced papers on the supervision of cross-border banking and

continuesto provide input and put forward proposals.TheDirector

Generalofthe Commissionis a member ofthis joint working group.

Insurance

The International Association of Insurance Fraud Agencies

Guernsey is a member of the International Associationof Insurance

Fraud Agencies(“the IAIFA”).

The IAIFA vs-as formed in 1986 by the directorsof insurance fraud

agenciesfrom the United Statesof America and Canada,

The IAIFA aims to co-ordinate the efforts, training and education of

law enforcementagencies,governmentbodies and the insuranceindustry
to preventandcombat insurance fraud worldwide more effectively.

By working with regulators,other law enforcementagenciesand

companies, the IAIFA attempts to break down jurisdictional barriers.

The association is also active in encouragingother enforcementagencies

to share information to the mutual benefit of all who are involved in

assuring a high level of integrity throughoutthe insuranceindustry.

The International Association of Insurance Supervisors

The International Associationof Insurance Supervisors (“the IAIS”) was

formed in 1993 and comprisesinternational regulatory officials

representing over 100 countries, It is led by an Executive Committee

and supported by a full-time Secretary General located at the Bank for

International Settlements in Basel,Switzerland.

There are severalcommittees within the IAIS:- Executive,

Technical, Emerging Markets Issues,Budget and ConferencePlanning.

There are also severalsub-committeesthat report to the Technical

Committee and/or the Emerging Markets IssuesCommittee in

connectionwith:’ accounting;investments;reinsurance;solvency;

insurancelaws, regulations,practicesand standards;supervisionof

financial conglomerates; exchangeofinformation; insurance fraud;

derivatives; and education,The Executive Committee consistsof

supervisors from the United Statesof America (chairman), the

Netherlands (vice-chairman), Australia, Canada, Chile, Guernsey, Japan,

Mexico, Poland, Singapore, South Africa, Swedenand the United

Kingdom. There is also an Electronic Commerce/Internet Working

Group and a Task Force on EnhancedDisclosure,

Under the IAIS By-Laws, supervisors resolve to:-

(a) co-operate to ensureimproved supervisionof theinsurance
industryon a domesticaswell as aninternationallevel, in order to

maintainefficient, fair, safe and stableinsurancemarketsfor the

benefit and protection of policyholders; and

(b) to unite their efforts to developpracticalstandards that members

may chooseto apply,

The Association has introduced Insurance Supervisory Principles (in

September 1997), which cover Compliance Definitions; General

Supervisory Principles; Licensing and ChangesIn Control; Corporate

Governance and Internal Controls; Prudential Rules; Monitoring and

On-SiteInspections;and Sanctionsand Co-ordination,
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The Offshore Group of Insurance Supervisors

TheOffshore Group of InsuranceSupervisors(“OGIS”) was formed in

1993 and was, for a while, known as the Group of Cross-Border
InsuranceSupervisors.It consistsof full membersand provisional

members,aswell as non-member observers(thirteen members and four

observers)and its main objectivesare:-

(a) to providemechanismsand fora vs-herebyinsurancesupervisors

from jurisdictions concernedwith cross-borderinsurancebusiness

may discussareasof mutual interestand concern and formulate

appropriatepolicies;

(b) to provide assistanceand encouragementto appropriatenon-

memberjurisdictions to establishregimesfor the supervisionof

cross-border insurance businessat least to standards equivalent to

thoseof OGIS;

(c) to representthe interestsof OGIS at internationalinsurancefora;

and

(d) generally,to promote the propersupervisionof cross-border
insurancebusiness.

Themembershipcriteriaof OGIS are:-

(a) agreementvvith the objectsof OGIS concernedwith cross-border

insurancebusiness;

(b) legislation in place:-

(i) which enablesthe regulatoryauthority to superviseinsurance

businessadequately;and

(ii) which permits the exchangeof information with other

regulatoryauthoritiesfor the purposesof the prudential

regulationof insurancebusiness;and

(c) effectiveenforcementof its insurancelegislation and otherrelevant

legislation;

(d) adequateresources(includingproperlyqualifiedsupervisory

personnel)to regulateits cross-borderinsurancebusiness

effectively; and

(e) a clearcommitmentto theimplementationof the 1996 anti-money

launderingrecommendationsof the Financial Action TaskForceon

Money Laundering.

OGIS hasrecently introducedguidelineson the Implementationof

“Fit and Proper” Statementof Principlesas well ason Quality of Assets

and Capital Adequacy,Standardsfor ReinsuranceSecurityandTechnical

Reservesfor Property and CasualtyInsurers.

For severalyearsGuernseyhas chairedOGIS and therefore takes

an activerflle in raising the standardsof supervisionand training within

the offshore insurancesector,working in conjunction with the

International Associationof Insurance Supervisors.

Investment

Enlarged Contact Group on the Supervision of Collective

Investment Funds

The EnlargedContactGroup on the Supervisionof Collective

InvestmentFunds (“the ECG”) is an informal group of collective

investmentfund regulatorsestablishedin 1 970.

Membershipwasoriginally restrictedto the regulatoryauthorities

of the EuropeanUnion memberstates,but hasnow s-videned

significantly to include, in additionto the fifteen EuropeanUnion

memberstates,Guernseyand the other Crown Dependencies,Brazil,

Canada,Hong Kong, Japan,Mexico, Norvvay, Switzerlandand the

United Statesof America.

The ECG holds annualmeetings,chairedand organisedby the host

regulatory authority. Theseannualmeetingsincludediscussionson

currentregulatory topics, internationalregulatoryco-operation,and

recent developmentsin regulation in the membercountries,During the

year, membersmaintaincontact on regulatory matters,exchangeof

information and so forth.

International Organization of Securities Commissions

The International Organization of SecuritiesCommissions(“IOSCO”) is an

associationof securitiesregulatoryorganisationscreatedin 1983 andnow

comprisingsome164 members.TheCommissionwasoriginally admitted

asan AssociateMemberin 1991 and becamea Full Memberin 1997.

IOSCO now embracesalmost all the world’s securities and

derivatives’ regulatorybodies and plays anincreasinglyimportant role in

assistingmembersto achieveand maintain high regulatory standardsin

the interestsof investorsand the preventionof crime,

Themain objectivesof IOSCO’s membersare:-

(a) to co-operatetogetherto promote high standardsof regulationin

order to maintainjust, efficient and soundmarkets;

(b) to exchangeinformation on their respectiveexperiencesin order

to promotethe developmentof domesticmarkets;

(c) to unite theirefforts to establishstandardsand an effective

surveillanceof internationalsecuritiestransactions;and

(d) to provide mutual assistanceto promote the integrity of the

marketsby a rigorous applicationof the standardsand by’ effective

enforcementagainstoffences.

IOSCO works with severalothermajor internationalfora, suchas

the G-7 Financial Stability Forum, the BaselCommittee on Banking

Supervisionand the InternationalAssociation ofInsuranceSupervisorsto

ensure,in particular, close co-ordinationwith bankingand insurance

regulators.Thework ofIOSCO is directedby an ExecutiveCommittee

supportedby a permanentSecretariat.In turn, the Executive

Committeehasestablishedtwo specialisedworking Committees,the

TechnicalCommittee and the EmergingMarkets Committee,to address

the following functional areas:-
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(a) disclosureand accounting;

(b) regulationof secondarymarkets;

(c) regulationof market intermediaries;

(d) enforcementand the exchangeof information; and

(e) investmentmanagement.

Therearealso four RegionalStandingCommittees(Africa/Middle

East,Asia-Pacific, Europeanand Interamenican)~s-hichmeetto discuss

specific regionalproblems or considerationsand a SRO consultative

committeefor self-regulatoryorganisationsvvhich areAffiliate Members

of IOSCO. The Commissionis a memberof the EuropeanCommittee,

All Full and AssociateMemberscomprisethe Presidents’

Committee, vvhich meetsduring the IOSCO annualconferenceand has

all the povversnecessaryor convenientto achievethe purposesof

IOSCO.

Economic crime

The Financial Action Task Force on Money Laundering

The FinancialAction TaskForceon Money Laundering(“FATE”) is an

inter-governmentalbody vv’hose purposeis the dev’elopmentand

promotion of policiesto combatmoneylaundering— the processingof

criminal proceedsin order to disguisetheir illegal origin. Thesepolicies

aim to preventsuchproceedsfrom beingutilised in future criminal

activities and from affectinglegitimate economicactivities.

FATE currently consistsof twenty-six countriesand tvvo

internationalorganisations.Thetwenty-six FATE membercountriesand

governmentsare:- Australia, Austria, Belgium, Canada,Denmark,

Finland, France,Germany,Greece,Hong Kong, Iceland, Ireland, Italy,

Japan,Luxembourg,the Netherlands,New Zealand,Norway, Portugal,

Singapore,Spain, Sweden,Switzerland, Turkey,the United Kingdom

and the United Statesof America. Thetss’o internationalorganisations

are the EuropeanCommissionand the Gulf Co-operationCouncil. The

Offshore Groupof Banking Supervisorsis one of severalbodieswhich is

affiliated to FATF.

FATE originally drevs up Recommendationsin 1990. In 1996 the

Forty Recommendationsvs-crc revised to takeinto accountthe

experiencegainedover the prev’ioussix yearsand to reflect changesin

the global money launderingenvironment,From time to time, the Forty’

Recommendationsare extendedby the issue of interpretativenotes.

The Forty Recommendationsset out a basicframesvorkfor anti-

money’ launderingefforts and they are designedto beof universal

application.They cover the criminal justice systemand lass’

enforcement,the financial systemand its regulation, and international

co-operation.

In early2000 FATE issuedTwenty-Five Criteria for defining

non-co-operativecountriesor territories, Thesecriteriaare designedto

ensurethatinternationalco-operationin the fight againstmoney laundering

is not impeded by detrimentalrulesand practicesof financial centres,
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BalanceSheetsfor the Banking Sectorsin the
Crown Dependencies1997 to 1999

Liabilities 1997 1998 1999
Total (f) Total (ft) Total (~)

(000) (000) (000)

DepositLiabilities

Banks/building societies UK 3,277,178 3,734,507 3,577,800
registeredin: CI/lOM 11,324,698 16,705,689 17,192,699

Financialcorporations UK 3,639,596 2,584,657 4,050,001

registeredin: CI/IOM 8,130,366 9,954,741 10,947,959

Non-financialcorporations UK 3,848,309 4,832,604 4,353,950

registeredin: CI/IOM 6,587,854 7,794,360 8,873,214
Public sector UK 18,729 20,105 440,654
registeredin: CI/IOM 248,362 293,354 388,266
Households and individual trusts UK 17,462,984 20,112,923 21,151,437

registeredin: CI/lOM 11,778,382 12,964,358 13,293,231

Banks RoW 25,897,405 21,434,025 36,578,802
Other RoW 68,738,268 79,664,748 68,972,508
Total DepositLiabilities 160,952,131 180,096,071 189,820,521

Certificatesof DepositIssued 4,102,763 3,171,884 11,255,608

Other Liabilities 22,304,992 21,322,835 16,787,214

Total Liabilities 187,359,886 204,590,790 217,863,343

Assets

Loans, AdvancesandMarket Loans

Banks/buildingsocieties UK 72,066,986 84,671,631 88,450,200

registeredin: CI/lOM 10,420,846 14,045,110 15,942,443

Financialcorporations UK 1,132,232 982,980 2,121,287

registeredin: CI/IOM 994,974 404,321 1,045,832

Non-financialcorporations UK 986,930 893,575 1,226,980

registeredin: CI/IOM 1,286,312 1,558,938 1,523,594

Public sector UK 4,787 3,682 44,478

registeredin: CI/lOM 28,605 24,266 25,806

Householdsandindividual trusts UK 598,130 1,115,293 1,212,100
registeredin: CI/IOM 2,103,118 2,342,710 2,402,135

Banks RoW 55,692,477 55,980,418 58,732,600

Other RoW 6,032,4-62 7,824,74-3 7,747,478

CDs andothershort term paperissued/acceptedby UK,

Guernsey’,Jerseyor loM Banksand Building Societies 6,272,109 7,619,704 9,306,792

InvestmentsandSecurities 11,549,487 13,771,909 14,190,103

of which: UK, CI and IOM 1,907,180 1,380,680 1,381,050
RoW 9,642,307 12,391,229 12,809,053

OtherAssets 18,190,431 13,351,510 13,891,515

Total Assets 187,359,886 204,590,790 217,863,343

Sources:Gucrnsc~Financial Sirs ices Con,s,,siss,on,isle of Man Trcasur\, Js’rsevFioa,scial Scrsices Coo,missio,s

94



Appendix13

829

History of the Site of La PlaiderieChambers

In March 1999,the GuernseyFinancialServicesCommissionmoved to

premisescurrently knovs’n as La PlaidenieChambers,In its time, the

buildinghas been a merchant’shousesvithstores, a hotel,an officers’

messand a hostel for the homeless,It wasconvertedto offices in 1961.

Ownersand occupierssince the late seventeenthcenturyhave included

representativesof the most well-to-do and interestingfamilies in

Guernseyhistory, including a prominent merchant,a wealthy ship

owner and aneminent local clergyman.

Manonial recordsindicate a gardenexisting on the site in the

sixteenthand early seventeenthcenturies,belongingto the Baudain

family.

Marie Baudainvvasthe mother ofJosuC Gosselin(1607-61).

She musthave survivedherson, and at herdeathher estateappearsto

havedevolvedby representationto the childrenof JosuC’shalf-brother

Nicolas, His son, JeanGosselin,seemsto haveacquiredthe Plaiderie

premises,svhich were then inherited by his brother Pierre Gosselin
(1638-87).

In the earlynineteen-sixties,when covering the cellar floors of the

currentbuilding, cannonballs vvere discoveredbelow the surface.During

the English Civil War period, beforemuch of the Pollet wasbuilt, the

ParliamentarianCourt, which was housedat La Plaidenie,vvasa prime

targetfor the Royalist Castle (CastleCornet). It is knovvn that in 1650

Pierre Pniaulx (ironically, a Royalist) waskilled in the yard nosy adjacent

to La PlaidenieChambersby shotfrom the Castle, Clearly, other cannon

balls fell short of targetand on to the garden.

At a datebetween1663 and 1686 the first houseto be recorded

on the site vv’as built, probably for PierreGosselin,Two lines of quomns,

still visible on the northerngable of the building, suggestthe original

dimensionsof the house.Pierre’sgrandson,anotherJosuC Gosselin,got

into seriousfinancial difficulties and on 4 March 1735 transferredthe

houseand its courtyardto ThomasLe Marchant, one ofhis creditors,

Le Marchant sold the premises,then describedas a house,yard and

garden,to his son-in-lavv,William Bell, on 18 March 1773. Bell had

marriedMarie Le Marchantin 1755. William Bell originally camefrom

Leith in Scotland, travelledaround Europeand prosperedasa wine

merchant,before arriving in Guernseyin 1749. A fevv daysafter his

acquisition, Bell consultedthe parishauthoritiesas to the locationof a

new \vall alongthe northernboundaryofthe property.The surviving

largevaultedcellars with accessdirect to the street,for easy deliveryof

goods,providing an ideal storageplace for barrels of vvine and spirits,

may havebeenconstructedabout the sametime in connectionvvith

Bell’s trade,

Thepropertystavedin the handsofthe Bell family for someyears.

By 1860 the househad a high annualrental value of £70. To put this

into context, in the sameregisterthe fine Saumareztovvn residence

next door, nov-v the medium-sizedMoore’s Hotel, vs-as assessedat £50.

William Bell, grandsonof the first Bell owner, died on 22 June

1863. He willed the houseto his nephew,the ReverendThomasBell

(1820-1917).Thenevv proprietor signedan agreementwith Daniel Dc

Putron,builder, on 14 Septemberof the sameyear. Dc Putronvvas

to executecertainsvorks in repairingand painting a Dwelling house

and Outhousebelongingto the said ThomasBell situateat the

Plaidenie,,,”. Unfortunately, the scheduleto the building contractis lost

but, given the largeex
1

sense(theagreementrefersto £120), the

survival of the old building line and the Victorian characterof the

building as it novv exists, it appearsthat the svorksincluded the addition

of a ness’ façadeto the house,

It vvould seemthat the ReverendThomasBell did not, however,

live in the propertybut rentedit out, In the 1867 Cadastrerecords,the

(sccupantis listed as GE Carnington.His addressremainedLa Plaidenie

in 1874.He vvas Guernsey’sleading ship ownerwith, in 1864, eight

vesselsto a total of 1984 tons, GustaveCarningtondied in 1895.

In 1896 ThomasBell, by then Deanof Guernsey,sold the property

to Mrs Gardner,the ownerof the Old GovernmentI-louseHotel. By

1907, the propertyhad come to be known asthe HOtel de France.The

occupantthen was listed asA. Badaire.Theposition remainedunaltered

until 1920 when 1-Intel de FranceLimited was purchasedfrom Mrs

Gardner.PresumablyBadaireremainedmanagerofthe hotel for the

HOtel de France Limited (andperhapsthe company’sprincipal) because,

in 1921, he boughtthe property“cx La Maison de Ia Plaideniepresently
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History of the Site of La PlaiderieChambers

HOtel de France” from the company.The Badairesremainedin residence

until 1936, vs’hen the widovs’ of AldonseBadairesold it to Mr AJ Dingle

vs’ho installed Mr and Mrs 1-C Culpeckto managethe hotel,

Mr and Mrs Culpeckwereevicted in October I 940 when the hotel

vvas the first to be commandeeredby the Germanoccupyingforces,

During the time it sv’as usedasan officers’ mess,Austrian/Germanstyle

beamsvv’ere installed. At the end of the war, as peoplebeganto return

to the island,accommodationwasin short supply and thehotel was

requisitionedby the StatesHousing Authority. It vvas still beingreferred

to as “the HousingAuthority Hostel at the HOtel de France” in 1947. By’

the end of this periodthe propertywasin a derelictcondition. It was

purchasedat auction by LangloisLimited in 1961 and the era of modern

renovationsand the premises’useas offices began.

Theabovereportwas researchedand preparedisy JushthRohei of the States,f GuernseyislandArchives Service.The Commissionsvishesto recordits appreciationto theArchivesService.
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The Statesareaskedto decide:—

Whether after considerationof the Report datedthe 15th June,2000, of the
StatesAdvisory andFinanceCommittee,they areof opinion:-

1. To notethat Report.

2. To approvethe accountsof the GuernseyFinancial ServicesCommission
for theyear ended31stDecember,1999.

3. To appoint the firm of BDO GuernseyLimited as auditorsof the accounts
of the GuernseyFinancial ServicesCommissionfor the year ending31st
December,2000,

TheRoyal CourtHouse,
Guernsey.

The7th July, 2000

DE V. G. CAREY,
Bailiff andPresidentof the States.








