Trust Company Business sector
specific section of AML/CFT Handbook

The Commission published a
Consultation Paper, on 15 October
2009, that proposed an addition
to the Handbook for the
Prevention and Detection of
Money Laundering and the
Financing of Terrorism for
Financial Services Business
Regulated under the Regulatory
Laws (the “AML/CFT Handbook”)
being a section that interprets,

and assists with, the application of
customer due diligence measures
where a relevant person is carrying
on “trust company business”.

The proposed Trust Company
Business Section had been
discussed with the Commission’s
Steering Group for the Prevention
and Detection of Money
Laundering and Terrorist
Financing prior to issuing

the Consultation Paper.

Consultation on options for the

The Trust Company Business
Section describes the identification
measures that are to be applied
where a service is provided by a
trust company in respect of a trust,
a legal body (such as a company),
and a foundation. For each of the
services that comprise trust
company business, the sector
specific section clarifies:

* Whether the nature of the
service is such that a business
relationship is formed or one-off
transaction is carried out;

* Who is to be considered the
“customer”.

The Trust Company Business

Section does not deal with the

provision of any service by a trust

company to a so called “COBO-
only” fund. This will be addressed
separately in a sector specific

section for fund services business,
which will also cover certified
funds. Work on the funds sector
specific section is ongoing.

A copy of the Consultation
Paper can be downloaded from
the Commission’s Website by
clicking here.

The Commission published a
Feedback Paper on the above
Consultation Paper on the

23 December 2009. Click here
for a copy of the Feedback Paper.

Also on 23 December 2009, the
Commission formally issued the
Trust Company Business Section
of the AML/CFT Handbook, which
took into account the comments
raised in the Feedback Paper.
Click here for a copy of the Trust
Company Business Section of the
AML/CFT Handbook.

future regulation of electronic money

The Commission published

a Consultation Paper, on 13
November 2009, that considers
options for the future regulation
of electronic money (“e-money”)
in Jersey.

There is currently no specific
regulatory regime in Jersey covering

the issuing of e-money (although
persons who issue e-money are
subject to Jersey's anti-money

risks both to the reputation of the
Island and to consumers. It may
also act as a disincentive to the

laundering/countering the financing
of terrorism legislation).

The current absence of a specific
regulatory regime is considered by
the Commission to potentially pose

development of e-money products.
The four options considered in the
Consultation Paper, and on which
respondents’ views are sought,

are as follows:

* Trust Company Business sector specific
section of AML/CFT handbook

* Consultation on options for the
future regulation of electronic money

* Memorandum of Understanding with the Polish
Financial Supervision Authority

* Memorandum of Understanding with the Banking,
Finance and Insurance Commission Belgium
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Option 1 is to implement a
regulatory regime based on the
European Union (“EU”) approach.
Regulation would be both prudential
(setting minimum financial resource
requirements) and cover conduct

of business (the setting of minimum
standards when dealing with
consumers). The prudential regime
would broadly follow that in a new
Directive on e-money issuers
currently being finalised by the EU.
The conduct of business regime
would broadly follow that in the
EU’s Payment Services Directive
(Directive 2007/64/EC).

Option 2 is to implement a bespoke
regulatory model which, in terms of
regulatory requirements, would fall
between those of Options 1 and 3.

Option 3 is to extend the existing
regulatory regime for money service
businesses to e-money issuers.

Option 4 is to do nothing and
maintain the status quo.

Although the Commission is not
currently aware of any significant
level of e-money business activity
in Jersey, there is a global trend
towards the increased development
and use of e-money products.

The Commission expects the
marketplace in Jersey to follow

this trend in due course. For this
reason, and others set out in the
Consultation Paper, the Commission
is of the view that there is a need

to address the potential risks that
the reputation of the Island and
consumers may be exposed to
because of the current absence

of a specific regulatory regime for
e-money issuers. The Commission’s
view is that Option 1 would be

the most appropriate way to
achieve this.

There are a number of reasons for
this. These include the fact that,
firstly, Option 1 is modelled on an

EU regime that is based on
extensive experience of the
development of e-money within
Europe and detailed dialogue with
numerous stakeholders in the
e-money market. It could therefore
be regarded as comprehensively
‘market-tested’. Secondly, because
Option 1 is modelled on the EU
regime — and should therefore be
able to be regarded by the EU as
“substantially equivalent” - it is
possible that it might provide Jersey
e-money issuers with a greater
likelihood of being able to expand
their operations into Europe, should
they so wish, than under any of the
other options. Thirdly, of the four
options considered, Option 1 should
mitigate to the greatest extent the
potential risks that the reputation of
the Island and consumers may be
exposed to because of the current
absence of a specific regulatory
regime for e-money issuers.

Responses to the Consultation
Paper should be made by

12 February 2010 and a copy
of it can be downloaded from
the Commission’s Website

by clicking here.

Guidance Note on the annual declaration
and the audit report on that declaration.

On 23 December 2009, the Commission published

* the Financial Services (Fund Services Business

a Guidance Note on the annual declaration and the
audit report on that declaration which is applicable
where a registered person carries on at least one of the
following types of financial service business under
Article 2 of the Financial Services (Jersey) Law 1998:
investment business, trust company business,

general insurance mediation business or funds
services business.

The Guidance Note aims to provide guidance to both
registered persons and their auditors in respect of
the registered person’s annual declaration and the
auditor’s report on that declaration under the
following Accounts Orders:

« the Financial Services (General Insurance Mediation
Business (Accounts, Audits, Reports and Solvency))
(Jersey) Order 2005 (the “GIMB Accounts and
Solvency Order”), effective from 17 February 2005;

(Accounts, Audits and Reports)) (Jersey) Order
2007 (the “FSB Accounts Order”), effective from
14 November 2007; and

* the Financial Services (Trust Company and Investment
Business (Accounts, Audits and Reports)) (Jersey)
Order 2007 (the “TCB - IB Accounts Order”),
effective from 31 December 2007.

Where a registered person carries on multiple types of
financial services business and, consequently, one or
more of the Accounts Orders listed above is applicable,
the registered person, and the registered person’s
auditor, will need to meet the requirements of each
applicable Accounts Order individually.

This Guidance Note does not address the obligation
placed on auditors, accountants and others to
communicate with the Commission in circumstances
as set out in Article 10 of the GIMB Accounts and
Solvency Order, Article 11 of the FSB Accounts Order
and Article 15 of the TCB - IB Accounts Order.


http://www.jerseyfsc.org

Commission signs Statement of
Co-operation with U.S. financial regulators

The Commission entered into

a Statement of Co-operation
(“Statement”) during October 2009
with four United States financial
regulators:

* Board of Governors of the Federal
Reserve System;

* Office of the Comptroller of the
Currency;

* Federal Deposit Insurance
Corporation; and

* Office of Thrift Supervision.

The Statement was signed on behalf
of the Commission by John Harris,
Director General.

In addition, the USA is the largest
and most influential financial
market in the world, and its current
emerging proposals for reform of
regulation in the US in response to
the financial crisis are setting a large
part of the agenda for global reform
in the field of financial supervision
and driving change. In addition to
the operational benefits of closer
co-operation, enhanced links with
our US counterparts during the
present period of change and reform
can only be of benefit to a small but
important centre like Jersey, which
bases its approach to the provision

The four US financial regulators, reliance on the quality of regulatory of financial services on a strategy
whilst all active in the field of financial ~ standards administered in the other's  of meeting international regulatory

supervision, have in addition a jurisdiction. sta_ndards and pest practice.
number of different responsibilities, Mr Harris said: “/ am delighted to This approach is demonstrated
of which those exercised by the sign this Statement of Co-operation ~ PY 1€ results of the recently

Federal Reserve, as the Central Bank ith the four financial regulators in P ublished International Monetary
of the USA, will be the best known. the USA. It is the latest in a number  -und Financial Sector Assessment

The signing of the Statement has of such agreements established
formalised arrangements for ongoing ~ between the Commission and
co-operation and information sharing  other regulators around the world
between the Commission and its US ~ and reflects the Commission’s

Programme review of Jersey and

its ever increasing activity in cross-
border regulatory co-operation which
the latest agreement underpins.”

counterparts, recognising that the commitment to cross-border A copy of the Statement can be
respective parties place regulatory co-operation. downloaded from the Commission’s

Website by clicking here.

Memorandum of Understanding with
the Polish Financial Supervision Authority

The Commission and the Polish Financial
Supervision Authority have signed a Memorandum
of Understanding (“MOU") during November 2009
that will further co-operation between the two
regulatory bodies.

John Harris, Director General of the Commission,
said, “I am delighted to sign this Memorandum of
Understanding with the Polish Financial Supervision
Authority. The global financial crisis has highlighted
the need for close co-operation between regulators

Fund Statistics

and this Memorandum will assist in that regard by
establishing a formal framework for the exchange

of regulatory information and the provision of
investigative assistance. Such collaboration should
help to protect investors and depositors and promote
the integrity of financial services markets in Jersey
and Poland.”

A copy of the MOU can be downloaded from the
Commission’s Website by clicking here.

The quarterly collective investment funds statistic gathering process is currently undergoing revision in order to
streamline the process from both the Commission and Industry perspectives. It is currently expected that the new
system will become live in respect of the second quarter statistics in 2010. The Commission will communicate
updates on the project through the Jersey Funds Association ahead of the go-live date.


http://www.jerseyfsc.org
http://www.jerseyfsc.org/the_commission/international_co-operation/list-of-memoranda.asp

Memorandum of Understanding with
the Banking, Finance and Insurance

Commission Belgium

The Commission and the Banking, Finance and
Insurance Commission Belgium (“CBFA”) have signed
a Memorandum of Understanding (“MOU”) during
December 2009 that will help facilitate co-operation
between the two regulatory bodies.

The agreement commits both CBFA and the
Commission to provide help within the limits of
each jurisdiction’s laws and establishes procedures
and liaison points so that requests for information
needed for regulatory purposes, including tackling
financial regulatory offences, can be handled
rapidly and efficiently.

New Commissioners

ﬁ John Mills, CBE

(o)

John Mills, CBE, joined the Board of
Commissioners on 23 October 2009.

John’s 33 year public service career,

until his retirement in 2007, included
appointments as Director of Rural Policy,
Department for the Environment, Food

and Rural Affairs; as Chief Executive,

Policy and Resources, States of Jersey; as
Chief Executive, Comwall County Council;
as Director of Consumer Affairs at the Office
of Fair Trading; as a member of the Prime
Minister's Policy Unit; and as a Principal

John Harris, Director General of the Commission,
said, “/ am delighted to sign this Memorandum

of Understanding with CBFA. Regulators around

the world are looking to build and maintain close
co-operation and regular dialogue with each

other. This agreement will assist in that regard;
such collaboration should help to protect investors
and depositors and promote the integrity of financial
services markets in Jersey and Belgium.”

A copy of the MOU can be downloaded from the
Commission’s Website by clicking here.

Assistant Secretary in the Hong Kong
Civil Service.

John currently holds two honorary
positions in Jersey as a member of
the States Members Remuneration
Review Body, and as an Income Tax
Commissioner of Appeal. He is also
vice-chairman of the Port of London
Authority and a board member of the
Commission for Rural Communities.
He is Chairman of the Governing
Body of Highgate School, London.

Philip Taylor, FCA

Philip Taylor, FCA, joined the Board of
Commissioners on 23 October 2009.
He retired as PricewaterhouseCoopers'
(“PwC”) Global Chief Inspector in
September 2009 following a 40 year
career with PwC and its predecessor
companies. During his career Philip has
worked in London and Johannesburg as
well as in the Channel Islands.

Philip is currently a Member of the
Financial Services Advisory Board,
Chairman of the Finance Industry
Advisory Committee and Chairman
of the Board of Governors of Jersey
College for Girls.

Newsletter Feedback

The Commission hopes that this Quarterly Newsletter to
the Industry is informative and useful. It welcomes any
feedback on the Newsletter.

If you would like to comment on the content of
this Newsletter, or suggest subjects that you would
like to be covered in future, please contact:

Chris Renault, Commission Secretary,

on telephone number +44 (0)1534 822066

or by email to c.renault@jerseyfsc.org


http://www.jerseyfsc.org

