STATEMENT ON A MATTER OF OFFICIAL RESPONSIBILITY

1. Statement by the Chief Minister regarding the gjning of Tax Information Exchange
Agreements

The Deputy Bailiff:

Now before we come to Questions, as Members knosvChief Minister has given notice that
he would like to make a statement and he has atioated he has to leave the Island sometime
this morning, | think, Chief Minister, is that rith So he has requested, if Members would
agree, that he be able to give his statementsasthge. Do Members agree to that? Very well,
Chief Minister, if you would make your statemergrih

1.1 Senator T.A. Le Sueur (The Chief Minister):

Thank you, | am grateful to Members for allowing that because | have to leave shortly to go
to London. But | would like to inform the Assemlihat, in pursuance of our policy of signing
Tax Information Exchange Agreements when it is um imterests to do so, | will be signing a
Tax Information Exchange Agreement with the Unikedgdom later today in London and with
France later this week. | should add that | hdneeftll support of Jersey Finance Limited for
signing both these agreements at this time. Widely known that Jersey is one of the highest
quality financial services centres with a long-dsiag reputation for stability, effective
regulation and co-operation in the fight againsenmational crime, terrorism and tax evasion.
The Island is accustomed to independent scrutinnbgust undergone a full assessment by the
[.M.F. (International Monetary Fund), a report ohigh is expected in a couple of months and is
currently working closely with the U.K. (United Kgdom) Chancellor’'s Independent Review of
British Offshore Financial Centres. It is our Iste@nding policy that when there is a level
playing field which encompasses all major finanat@ntres, we will enter into financial
information exchange without the need for incergivéiowever, given the current absence of a
level playing field, we have agreed that where b@otountry is offering sufficient reciprocal
benefits we will sign a T.L.LE.A. (Tax Informatiorx€hange Agreement) with that country. To
date we have signed 10 T.l.E.A.s of which 8 aréav@tE.C.D. (Organisation for Economic Co-
operation and Development) member states inclutthedJ.S.A. (United States of America) and
Germany. With the signing of T.I.LE.A.s with the itédl Kingdom and France and shortly with
Ireland and Australia, Jersey will satisfy the @HB. benchmark of T.I.LE.A.s with 12 O.E.C.D.
member states. With the T.l.LE.A.s being signed Week, France has offered exemption from
certain property related taxes for Jersey residants companies and the U.K. has agreed that
Jersey residents drawing a U.K. pension will onlgy ptax in Jersey. However, more
importantly, both countries have recognised Jeeseg jurisdiction committed to international
co-operation. To quote: “The United Kingdom redsgs Jersey as a member of the community
of jurisdictions committed to international co-ogéon and information exchange on tax matters
and wishes to assure the States of Jersey thatyJesif be treated as such by the United
Kingdom authorities.” These are very important@sdments particularly at the current time.
Members will be aware of the media coverage inrtimeup to the G-20 Summit on 2nd April in
London. The Summit is intended to provide a forfon world leaders to co-ordinate their
actions to support the world economy in order tonage the effects of the current world
recession and financial turmoil. However, much mecbverage also focuses on reported
intentions to take action against so-called taxehav Indeed, in the European context there has
been considerable attention given to Switzerland #re requirements to ensure that they
participate fully in international programmes. nidamy Ministers take this very seriously and we
are working hard to ensure that Jersey is not pndgictive of any actions, but it is also well
placed to enhance its standing as an internatibnahcial centre and thus grow out of the
recession in a way which positively benefits ditglers. | am pleased that the statements being
made by the United Kingdom Prime Minister and otheorld leaders reinforce their
commitment to a level playing field and recognilsattthere is a clear distinction between those



international financial centres like Jersey whorafeto internationally accepted standards and
who are co-operating with exchange of informationtax matters and others who do not. The
same understanding is emerging from the UniteceStas is evidenced by the provisions within
the Levin Bill. To give one example, the Presideinthe European Commission said, in a recent
speech: “There is no legal definition in E.C. (Frgan Commission) or international law for tax
havens or offshore financial centres. We haveetolbar that some offshore financial centres are
co-operating and accept recognised internatioradlyepted standards and others do not.” He
then went on to say: “The O.E.C.D. global forumtar matters is drawing up a new list of
jurisdictions that are not co-operating for exchanfjinformation on tax matters.” We called in
Berlin for a list of unco-operative jurisdictionsicha toolbox of sanctions. | understand the
proposals in relation to unco-operative jurisdiconill be discussed at the Finance Minister's
meeting this coming weekend and will be reviewedthat G-20 London Summit. | know that
some Members and people in the Island are worriedhb reports from the media. | am
determined to do everything possible to ensure lbegey emerges from the current turmoil and
uncertainty in better shape to benefit from ouriggms as a leading international finance centre.
We are not and will not be complacent but | belithegt our actions in recent years in reforming
our tax systems, seeking the highest appropriatedatd of regulation and business performance
and engaging positively in the T.I.E.A. processangethat we have nothing to fear from the G-
20 and subsequent processes. Indeed, it seems tioamit is those of our competitors who are
pursuing isolationist, non-co-operative agendaschvishould be fearful and | think their clients
should be reviewing their positions very careful@f course, the G-20 Summit is only one step
in a very long process and we have much more wodot | envisage that some of our highest
priority work streams in the near future would lbestupport, protect and enhance our finance
industry as this will benefit all Islanders. | aommitted to doing so and | will continue to
report on progress as major issues emerge. Thank[Approbation]

1.1.1 Deputy R.G. Le Hérissier of St. Saviour:

Thank you, 2 related points; would the Chief Miarstalculate for the House how much
business approximately will be lost by this and;oselly, would he acknowledge that this is
essentially the first step on what could be theiderof the industry?

Senator T.A. Le Sueur:

| do not believe that any volume of respectableifass will be lost. If we lose some of the
margins that is perhaps no bad thing, but | thm&re importantly, by protecting our position for
the future we stand to gain far more than we lose.

1.1.2 Deputy G.P. Southern of St. Helier:

Did the Minister in that previous statement implyiotend to imply that we have some non-
reputable business?

Senator T.A. Le Sueur:

No, | meant to imply that some customers will cleots go to places where there are different
standards adopted for their own particular reasdins. those sort of clients, for whatever reason
that they choose, who may well find that their @rocation is a different one. | believe that,
on balance, we will be in a very positive position.

1.1.3 Deputy G.P. Southern:

Could the Minister outline to Members under whatcwmnstances tax information will be
exchanged and what type of businesses are conceitiethe T.1.E.A.s he is currently signing?

Senator T.A. Le Sueur:

The criteria for allowing divulgence of informationnder a Tax Information Exchange
Agreement is clearly set out in the individual agnents and certain criteria do have to be met.



Providing they are met we will co-operate fully. he&f we will not do is engage in any fishing
expeditions or other activities of that nature.

1.1.4 Deputy P.V.F. Le Claire of St. Helier:

Could I ask the Chief Minister whether Guernsey dredisle of Man are also on track to do this
this week? They have done it? Okay. Also, thetgwn the front page is: “However, more
importantly, both countries have recognised Jeesew jurisdiction committed to international
co-operation” and then the Minister goes on to gquoCould | ask who that quote is from,
please?

Senator T.A. Le Sueur:

That is a quotation which we have requested froem WhK. authorities and which they are
prepared to give and that puts us in a much stropgsgition and is one of the reasons why we
are now agreeing to sign the Information Exchangee@ment. That quote does come from the
U.K. authorities.

1.1.5 Deputy P.V.F. Le Claire:

Could | press the Chief Minister? Obviously makang international agreement in these times
with our finance industry as the prime considerafar the future for employment for Jersey and
acknowledging how important this is for the Islantdis important that Jersey does get these
types of assurances from the United States audgrhut it is also equally important that when

we are given these assurances, States Members dgemifically who we are quoting, who are

giving these assurances because if it is just sodein the Back Benches of the Civil Service in

England it is hardly adequate.

Senator T.A. Le Sueur:

The quotation does not come from the Back BenchdsedCivil Service, whatever they may be,
it comes from people in authority and able to speakbehalf of the authorities with authority
and competence.

1.1.6 Deputy M.R. Higgins of St. Helier:

Could the Chief Minister tell us how much notice lred of this meeting and whether the Tax
Information Exchange Agreement that he is goinga®igning is the subject of negotiation with
the U.K. Government or whether there are certaihg¢hat have been imposed by the U.K.
Government?

Senator T.A. Le Sueur:

Negotiations have been in train with the U.K. auities for the best part of the last 12 months.
We have been negotiating and pressing for bettarsteefore Jersey is prepared to sign. That is
why we have delayed signing in comparison with @sey and the Isle of Man who signed
some time ago. We have now received all the bisngfat we need including, importantly, that
of endorsement by the U.K. authorities and haviogtlgat endorsement, it is now, in our view,
better that we sign sooner rather than later. Ulike shares that view and that is why they asked
last week if we would be interested in meeting whtém this week to sign the agreement. | said
yes we would and today is the day we are doingrtiesting.

1.1.7 Deputy M.R. Higgins:

Could the Chief Minister just again confirm thaeté were no conditions imposed by U.K.
Government in that agreement?

Senator T.A. Le Sueur:

No conditions imposed other than the ongoing negoh that there inevitably is with any
jurisdiction to do with its services agreementse éve achieved a situation where the terms are



felt satisfactory to us, satisfactory to the indysind satisfactory to the U.K. authorities. So as
far as | am concerned it is a win, win, win sitoati

1.1.8 Deputy M. Tadier of St. Brelade:

Many see the G-20 Summit as the beginning of tliefenoffshore finance centres respectable
or otherwise. Does the Chief Minister acknowletlye remote possibility that it may be so and
can he inform the House what ‘Plan B’, if any, hes hf Jersey does need to restructure its
economy very quickly?

Senator T.A. Le Sueur:

The Deputy is entitled to his opinions. | do netiéve that this will be the beginning of the end

for responsible and reputable off shore financudharities, it may well be the beginning of the

end for those who are unco-operative and badlylaéggl Our objective is to make sure we are
in a category of those who are complying, those et®seen to be responsible so that ‘Plan B’
is not required.

1.1.9 Deputy M. Tadier:

| did ask if the worst case scenario that happgitisare a ‘Plan B.” Is the Minister saying there
is no ‘Plan B'?

Senator T.A. Le Sueur:

Without knowing the extent of what the implicatiomsght be, it is difficult to concoct a ‘Plan
B.” It is far more important, in my view, that va® not need to get into that situation by taking
all the steps we possibly can to protect ourseled to demonstrate just how good and
responsible we are and that is what we are doing.

1.1.10 Deputy P.J. Rondel of St. John:

Given we are being squeezed by the U.S. and the ah& others, who hold people without trial,

can we trust these governments? We are seeingditikens being released after 7 years in
Guantanamo Bay without being charged; are you halpatyyou can do business and trust the
U.K. Government? Is the Chief Minister happy?

Senator T.A. Le Sueur:

If we do not have some degree of trust in the wdrldill never get anywhere and | have to
believe and trust in responsible people takingarsible attitudes in a responsible manner and
so, in short, | have full trust that the U.K. wdkeliver what they say they will deliver and that we
will deliver what we say we will deliver.

1.1.11 Deputy G.P. Southern:

Can the Minister inform Members when he will beeeading the terms of the T.1.LE.A.s signed so
that Members can check whether they are broadiaoowly drawn?

Senator T.A. Le Sueur:

Any Tax Information Agreement which is signed hasdme before this House to be ratified. |
have already done that in respect of some whids tlie Nordic countries and they will be down
for a session to debate shortly. When we do the One it will be no doubt in a couple of

months’ time when the paper work is all complet&ut the T.I.LE.A. does not come into effect
until and unless it has been ratified by both pliggons.

1.1.12 Deputy R.G. Le Hérissier:

Would the Chief Minister confirm his statement aball the finance industry was in support?
Would he say that was indeed the case and if nbatwere the main objections that were
received from that industry?



Senator T.A. Le Sueur:

It is not possible for me to ask every single ptiaxter in every single area of the financial
services industry and that is why | got a view fra®rsey Finance Limited as a whole,
representing every sector of that industry. Tlepoase from Jersey Finance Limited was that
the industry, as a whole, was supportive of puguwiith the signing of the Tax Information
Exchange Agreement. There may be individual pawieo have a different point of view. All |
can say is that the majority view, a clear majovitgw expressed by Jersey Finance Limited,
was that the industry was in support.

1.1.13 Deputy P.V.F. Le Claire:

| just wondered what the financial and manpower licafions would be for Jersey in
investigating the Income Tax Exchange AgreementJ#t. residents and what measures Jersey
will be taking to investigate U.K. residents, wif@atilities have been afforded Jersey so that we
can investigate the tax affairs of U.K. residents?

Senator T.A. Le Sueur:

It is hard to say how much the financial and mangrowplications might be. Clearly there may
well be requests, as there have been with, for plgnn recent time the U.S. authorities, that
does take some manpower and therefore some fireneeell. All | can say is that whatever
those costs are, they will be very small in relatio the positive benefit that we will get by being
seen as being a co-operative jurisdiction.

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

Would the Chief Minister agree that if we are goitogassess the risks facing the finance
industry which there undoubtedly are, it is a gadeh to engage with our critics and listen to
what they have to say and see to try to scopeisks.r In that connection, will Ministers and

high-ranking officers of his department, take thmpartunity of engaging with those who are
coming to the seminar on Thursday evening orgaigeitie Tax Justice Network, where people
from all over Europe will be coming? Will he asstine House that he will take this opportunity
of meeting with the critics?

Senator T.A. Le Sueur:

| am always ready to discuss these matters withriméd critics who have come with a clear and
objective point of view. | will not be attendinige meeting on Thursday.

1.1.15 The Deputy of St. Mary:
Is the Chief Minister suggesting that the criti€sh® finance industry are ill informed?
Senator T.A. Le Sueur:

| am merely stating that | am not attending the tmgeon Thursday. | cast no aspersions on the
views of other people but | choose to take advioenfpeople who | believe are competent to
give advice.

The Deputy Bailiff:
Very well, that completes the time allowed for duass of the Chief Minister.



