
BILLET D’ÉTAT
WEDNESDAY, 18th JULY, 2018

XIX
2018

Printed by Colour Monster Printshop

 
  

BILLET D’ÉTAT 

 
ELECTIONS AND APPOINTMENTS 

 
  1.     Overseas Aid & Development Commission – Appointment of Commissioners, 

P.2018/52 
  2.     Committee for Home Affairs – Police Complaints Commission – Appointment 

of Member, P.2018/58 
 

Appointment Laid Before the States 
 

  Appointment of an Ordinary Member of the Guernsey Banking Deposit 
Compensation Board 

 
LEGISLATIVE BUSINESS 

 
Legislation Laid Before the States    

 
The Road Traffic (Miscellaneous Amendments) Ordinance, 2018 
The Aviation Registry (Fees) Regulations, 2018 
The Air Navigation (Fees) Regulations, 2018 
The Electoral System Referendum (Referendum Period) Regulations, 2018 
 

Legislation for Approval 
 

3.  The Alderney (Application of Legislation) (Adoption) Ordinance, 2018, 
P.2018/59 

 
CONTINUED OVERLEAF 

XIX 
2018 

      WEDNESDAY, 18th JULY, 2018 



 
  

 
OTHER BUSINESS 

 
4.     Committee for Home Affairs – Customs Duties and Associated Powers 

Required in Respect of Brexit, P.2018/57 
5. Committee for Economic Development – Review of Air Transport Licensing, 

P.2018/62 
6.  Committee for the Environment & Infrastructure – Revised Waste    

Management Plan, P.2018/63 
7.     States’ Assembly & Constitution Committee – Regular Statements by 

Presidents of Committees of the States and the Nominated Alderney 
Representative, P.2018/55 

8.     Committee for the Environment & Infrastructure – Local Market Housing 
Review and Development of Future Housing Strategy, P.2018/61 

9.     Policy & Resources Committee – Superannuation Fund – Actuarial Valuation, 
P.2018/56 

10.   Policy & Resources Committee – The Guernsey Financial Services 
Commission: 2017 Annual Report and Accounts, P.2018/54 

11.   Requête - Amendment to the Constitution of the States’ Trading Supervisory 
Board, P.2018/47 

12. Schedule for future States’ business, P.2018/64 
 

APPENDICES 
 

1.  Guernsey Prison Annual Report 2017 
2. Guernsey Prison Independent Monitoring Panel 2017 Annual Report 
3. Letter from the Committee for Education, Sport & Culture regarding the 

resignation of Mr Andrew Warren as a non-voting member of the Committee 
4. Channel Islands Financial Ombudsman Annual Report 2017 

                                          
 

 
 

 
 

 
 
 
 

 



 
 
 
 

 
 

BILLET D’ÉTAT        
 
 
 
 
 
 
 

TO 
THE MEMBERS OF THE STATES 
OF THE ISLAND OF GUERNSEY 

 
 
 
 
 
 
 

I hereby give notice that a Meeting of the States of Deliberation 
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R. J. COLLAS 
Bailiff and Presiding Officer 

 
 
 

The Royal Court House 
Guernsey 
 
29th June, 2018 

 



 

THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

OVERSEAS AID & DEVELOPMENT COMMISSION 
 

APPOINTMENT OF COMMISSIONERS 
 
 

The States are asked to decide:- 
 

Whether, after consideration of the Policy Letter entitled “Overseas Aid & 
Development Commission – Appointment of Commissioners” dated 24th May 2018, 
they are of the opinion:-  

 
(i) To appoint Mr Philip Bodman as a Commissioner on the Overseas Aid and 

Development Commission for a further 4 year term from 1st August 2018 until 
31st July 2022; 
 

(ii) To appoint Ms Teresa de Nobrega as a Commissioner on the Overseas Aid and 
Development Commission for a further 4 year term from 1st August 2018 until 
31st July 2022; 
 

(iii) To appoint Miss Judith Moore as a Commissioner on the Overseas Aid and 
Development Commission for a further 4 year term from 1st August 2018 until 
31st July 2022; 
 

(iv) To appoint Dr Nicholas Paluch as a Commissioner on the Overseas Aid and 
Development Commission for a further 4 year term from 1st August 2018 until 
31st July 2022; 

 
(v) To appoint Mr Bryan Pill as a Commissioner on the Overseas Aid and 

Development Commission for a 4 year term from 1st August 2018 until 31st 
July 2022; and 
 

(vi) To appoint Mrs Margaret McGuinness as a Commissioner on the Overseas Aid 
and Development Commission for a 4 year term from 1st August 2018 until 
31st July 2022. 

 
The above Propositions have been submitted to Her Majesty's Procureur for advice on any 
legal or constitutional implications in accordance with Rule 4(1) of the Rules of Procedure of 
the States of Deliberation and their Committees. 
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OVERSEAS AID & DEVELOPMENT COMMISSION 
 

APPOINTMENT OF COMMISSIONERS 
 
 

The Presiding Officer 
Royal Court 
St Peter Port 
Guernsey 
 
 
24th May 2018 
 
 
Dear Sir  
 
1. Executive Summary 
 
1.1 The purpose of this Policy Letter is to seek the approval of the States of Deliberation to 

re-appoint four of the Overseas Aid & Development Commission’s Commissioners and 
to appoint two new Commissioners to replace two Commissioners whose maximum 
terms of office expire on 31st July 2018. 

 
1.2 The Commissioners are appointed to serve four year terms and under the 

Commission’s internal governance policies, a Commission may serve a maximum term 
of 10 years. 

 
1.3 This Policy Letter asks the States of Deliberation to appoint: 
 

(a) Mr Philip Bodman, Ms Teresa de Nobrega, Miss Judith Moore and Dr Nicholas 
Paluch as Commissioners on the Overseas Aid and Development Commission for 
a further 4 year term until 31st July 2022; and 

(b) Mr Bryan Pill and Mrs Margaret McGuinness as Commissioners on the Overseas 
Aid and Development Commission for a 4 year term from 1st August 2018. 

 
2. Background 
 
2.1 The Commission is a committee of the States of Guernsey which distributes funds 

voted by the States for aid and development overseas by making grants to charities 
undertaking development and humanitarian work in the world’s least developed 
countries, and by contributing to emergency and disaster relief.   

 
 
 
 



 

2.3 The Commission’s mandate is: 
 
“To distribute funds voted by the States for aid and development overseas by making 
contributions to ongoing programmes and to emergency and disaster relief. 

 
To develop programmes relating to the collection and distribution of funds 
involving the private sector. 

 
To carry out the duties and powers above in accordance with policies set out by 
the Policy & Resources Committee. 

 
To fulfil the responsibilities set out in Annex One to the mandates of committees 
of the States.” 

 
2.4 The role of the Commission is to administer the budget approved by the States of 

Guernsey for overseas aid.  The Commission’s Chairman is a member of the States of 
Deliberation and the six Commissioners are appointed by the States of Deliberation. 

 
2.5 The Commission’s 2017 budget is £2,915,0001.  Guernsey’s most recent GDP figure 

(2014) calculated the Island’s GDP at £2.275 billion.   Guernsey’s current overseas aid 
contribution represents 0.13% of GDP. 

 
2.6 The purpose of overseas aid has been expressed in successive Policy Letters over the 

past 35 years2.  Guernsey gives in order to help provide for the basic needs of people 
in the poorest parts of the world – including health, education, clean water and food. 
The aim is to reduce human vulnerability and to promote sustainable change that will 
last beyond the lifespan of the project being funded.  For the communities receiving 
aid from Guernsey, the benefits are both life-changing and often life-saving.   

 
3. The “Retiring” Commissioners 
 
3.1 Mr Timothy Peet, MBE, and Mr Stephen Mauger were first appointed as 

Commissioners in June 2008. Their appointment was renewed in June 2012 for a 
further four years and again in March 2016 for a further two years. 

 
3.2 Mr Peet is a retired surgeon and was appointed as a Member of the Most Excellent 

Order of the British Empire for the teaching of surgical skills to doctors working in 
Uganda.  After retiring from practice in Guernsey in 1999, Mr Peet made regular visits 

                                                 
1 That is £2,715,000 for Grant Aid and £200,000 for Disaster and Emergency Relief 
2 Between 1980 and April 2004, the Overseas Aid Committee was mandated to distribute funds voted by the 
States for aid and development overseas.  In May 2004, the Guernsey Overseas Aid Commission replaced the 
former Committee and whilst its mandate remained largely unchanged, its membership changed.  Between May 
2004 and April 2016, the Commission’s membership comprised a Chairman selected from the members of Policy 
Council and six Islanders appointed by the States on the recommendation of the Policy Council to serve as 
Commissioners. 



 

to Uganda where he worked in the country’s principal hospitals in Kampala tutoring 
and operating with Ugandan doctors.   

 
3.3 Mr Peet’s medical background and in-country experience has been invaluable to the 

Commission when considering applications for funding, particularly where the project 
focused on training for healthcare professionals and the purchase of medical 
equipment. 

 
3.4 Mr Mauger’s interest in the Commission’s work stemmed from his many years as a 

volunteer with the Guernsey branch of Christian Aid.  Mr. Mauger has been a 
committee member of Churches Together in Guernsey and Chairman of the Fairtrade 
Guernsey Steering Group. Through these roles he has gained a good working 
knowledge of both conditions and projects in various parts of the world. 

 
3.5 Mr Mauger diverse experience of the development aid sector and his very practical, 

value for money approach when reviewing applications, especially those involving the 
construction of buildings or other facilities has been appreciated by the other 
Commissioners. 

 
3.6 The Commission wishes to record is grateful thanks to both Mr Peet and Mr Mauger 

for their commitment and hard work, especially the many hours each Commissioner 
spends reading and assessing each of the 250 to 300 applications for Grant Aid 
Funding received each year, over the 10 years they have served on the Commission.  
The role of Commissioner is an unpaid one but one which requires a lot of work.  
Alongside their fellow Commissioners and those they have previously worked with, Mr 
Peet and Mr Mauger have willing made this high level of commitment in the 
knowledge that, as a result of their endeavours, some of the world’s poorest 
communities receive development aid which will bring a life changing and sustainable 
improvement in their lives. 

 
4. Re-Appointment of Commissioners 
 
4.1 Mr Philip Bodman, Ms Teresa de Nobrega, Miss Judith Moore, and Dr Nicholas Paluch 

were first appointed as Commissioners in June 2012 for a four year term and re-
appointed in March 2016 for a further two year term.  Their current terms of 
appointment end on 31st July 2018.  Each has indicated their willingness to serve a 
further four year term. 

 
4.2 Mr. Philip Bodman is a chartered accountant and graduate in agricultural 

Economics.  Prior to returning to Guernsey, he spent ten years in overseas 
development work, including working in Papua New Guinea and South America.  Mr. 
Bodman had a scholarship with the UK’s Overseas Development Administration (the 
predecessor to the current UK Department for International Development). He now 
maintains an interest in providing support to overseas development projects through 
his role as Missions Treasurer at Holy Trinity Church. Mr. Bodman’s agricultural 



 

background is of great assistance to the other Commissioners when assessing the 
sustainability and viability of agricultural and horticultural projects. 

 
4.3 Ms. Teresa de Nobrega is an Advocate with experience of both visiting less developed 

countries and initiating various charitable fundraising activities. She is a Trustee of the 
Guernsey Blind association and an active local supporter of a number of NGOs 
including UNICEF, the International Red Cross and Amnesty International. Ms. de 
Nobrega’s legal background is valued by her fellow Commissioners when considering 
the governance of the applicant charities and their in-country partners. 

 
4.4 Miss Judith Moore is a Chartered Physiotherapist and works as Academic Lead for 

Teaching and Learning with the Institute of Health and Social Care.  Miss Moore has 
also taught disaster preparedness activities in Sri Lanka and Dominica, and been 
directly involved in supporting small projects undertaken in Sri Lanka. She has been a 
volunteer with St. John Ambulance for over 30 years and has used that experience to 
support her voluntary work overseas. Miss Moore’s understanding of disaster 
preparedness and her educational background are invaluable to the Commissioners 
when evaluating educational projects and those focused on post-disaster or conflict 
rehabilitation. 

 
4.5 Dr Nicholas Paluch is a retired Medical Practitioner and qualified (non-practising) 

Barrister. He has undertaken volunteer work in several less developed countries whilst 
also maintaining an independent involvement in fundraising and overseas aid support 
activities, including visiting several projects that have benefitted from financial support 
provided by Guernsey.  Dr Paluch and his wife (a qualified midwife) have just 
completed four months working as volunteers in a health clinic in northern Malawi.  
During his time in Malawi, Dr Paluch has been able to visit three projects funded 
through a grant from the Commission.  Dr Paluch’s love for visiting countries where 
funding from the Commission has been used to provide development aid is much 
appreciated by the Commissioners.  Dr Paluch’s travels (at his own expense) provide 
an invaluable additional level of scrutiny and oversight on the impact and sustainability 
of the Commission’s work. 

 
4.6 In recommending the appointment of Mr Bodman, Ms de Norbrega, Miss Moore and 

Dr Paluch for a further four year term, the Commission is confident that they will 
undertake their responsibilities with enthusiasm and commitment to ensure that the 
funds the States provides for overseas development will continue to reach those in 
most need and make a sustainable improvement for their day-to-day lives. 

 
5. Appointment of New Commissioners 
 
5.1 In March 2018, the Commission advertised the two vacancies in the Guernsey Press 

and across the local media.  A copy of the advertisement and the information pack for 
applicants is set out in Appendix 1. 



 

5.2. The Commission received over 50 enquiries about the vacancies and received 25 
applications.  The majority of the applications were very strong and many of the 
candidates had direct experience working or volunteering in the development aid field, 
including working overseas.   

 
5.3 After careful consideration, the Commission shortlisted seven candidates for interview 

and following the interviews unanimously agreed that Mr Bryan Pill and Mrs Margaret 
McGuiness should be presented to the States for appointment. 

 
5.4 Mr Pill was born in Guernsey and attended Vauvert and Amherst Junior Schools and 

the Boys’ Grammar School before obtaining a B.Ed from Exeter University.  Mr Pill 
spent 12 years in education, including 4 years teaching in South India and several years 
working in Guernsey with the visually impaired following post graduate studies. 

 
5.5 Mr Pill has worked for the overseas development charity, Mission Aviation Fellowship3 

(“MAF”) for over 25 years, including 12 years as a bush pilot working in Tanzania, 
Uganda and Bangladesh and a further 10 years supporting programmes in Chad, South 
Sudan, Ethiopia, the Democratic Republic of the Congo, South Africa and Uganda.  This 
work involved flying in support of MAF’s responses to many emergencies and 
disasters, including civil conflict in Rwanda, Chad and South Sudan and the Ebola crisis 
in East Africa. 

 
5.6 Mr Pill is now semi-retired and continues to work for MAF on a part-time basis 

promoting MAF’s work.  Mr Pill’s extensive experience of development aid in Africa 
and Asia will be invaluable to the Commission as his extensive first-hand experience 
means that he understands the challenges those delivering development aid face on a 
daily basis and has a sound understanding of the key requirements to achieve a 
successful and sustainable project. 

 
5.7 Mrs McGuinness moved to Guernsey in 2015 to take up the post as Water Quality Risk 

Manager with Guernsey Water.  Prior to moving to Guernsey, Mrs McGuinness had 
worked in the water science industry for over 22 years including as Public Health 
Manager for Scottish Water.  A post she had held for 10 years. 

 
5.8 Mrs McGuinness has a vast professional experience in and knowledge of public health 

matters, especially within the context of water and sanitation.  Mrs McGuinness 
served as WaterAid Ambassador in Scotland for a number of years.  This role involved 

                                                 
3 Mission Aviation Fellowship was founded in 1948 and is a charitable organisation which operates a fleet of 51 
light aircraft from 17 bases in seven countries in Africa, Asia, Eurasia, and Latin America. Its pilots save valuable 
travel time and cover seemingly impossible distances in minutes or hours compared to days by foot, road, or 
river. Each year, MAF flies over two million nautical miles to speed the work of some 600 charitable and 
humanitarian organizations. MAF flights create access to medical care, provide disaster relief, and make 
community development projects possible in some of the most remote places on earth. 



 

her in funding raising for and promoting the work of WaterAid4.  In its advertisement 
for new Commissioners, somebody with experience and knowledge of water and 
sanitation matters was identified as one of the specialist skill areas the Commission 
was keen to fill.  Each year, the Commission receives many applications from 
development aid charities for water and sanitation-linked projects.  Mrs McGuinness’ 
experience in and understanding of these matters, particularly linked to her role with 
WaterAid, will undoubted fill this knowledge gap. 

 
6. In Conclusion 
 
6.1 In accordance with Rule 4 of the Rules of Procedure, the Commission confirms that the 

propositions have been submitted to HM Procureur, who advised that there are no 
legal or constitutional implications. The propositions have the unanimous support of 
the Commissioners, are consistent with and essential to the discharge of all parts of 
the Commission’s mandate, and support the States’ objectives relating to a “mature 
international identity” for the Bailiwick. 

 
6.2 The appointment of Mrs McGuiness and Mr Pill, and the reappointment of Dr Paluch, 

Miss Moore, Ms de Nobrega and Mr Bodman, as Commissioners of the Overseas Aid 
and Development Commission, is commended to the States.  

 
  
Yours faithfully 
 
 
Deputy Emilie Yerby 
President 
Overseas Aid & Development Commission 
 
 
Mr. T Peet, M.B.E, Commissioner   Mr. S Mauger, Commissioner 
Dr. N Paluch, Commissioner    Miss J Moore, Commissioner 
Mr. P Bodman, Commissioner   Ms. T de Nobrega, Commissioner 
 
 

                                                 

4 WaterAid is one of the UK’s largest development aid charities promoting access to clean, safe water.  It has 
teams in 34 countries across the world, working with our partners to transform millions of lives every year by 
improving access to clean water, toilets and hygiene. Since 1981, WaterAid has provided clean water to nearly 25 
million people. 
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Vacancies for Two Commissioners  
 

Are you looking to play an active part in your community?  
Do you take an active interest in third world issues and development aid?  

Are you able to evaluate grant requests to make balanced and fair decisions?  
 
Introduction 
 
The Overseas Aid & Development Commission (the Commission) is inviting applications for 
Islanders interested in serving as Commissioners.  The Commission will have two vacancies 
from July 2018 following the retirement of two long-serving Commissioners, Mr Tim Peet, 
MBE, and Mr Steve Mauger. 
 
Appointment to the Commission is made by the States of Deliberation on the 
recommendation of the Commission and is for a four year term.  This is an unpaid role but 
one which is both interesting and rewarding and provides an opportunity to make decisions 
that will have a real and enduring impact on the lives of some of the world’s poorest 
communities. 
 
The Commissioners’ role is to apply their experience of development aid and professional 
knowledge to help ensure that the annual grant the Commission receives from the States 
(£2.9 million for 2018) is used to support projects that will over a sustainable improvement of 
the basic needs of those living in poverty in the world’s least developed countries.   
 
The Role of Commissioner 
 
The role of Commissioner includes doing preparatory work in advance of hearings by reading 
the papers provided; asking questions of the parties and any expert witnesses during the 
hearing; and taking an active part in the deliberations and decision-making.  The role is 
unpaid. 
 
The Commission meets regularly (typically once a month), generally on Wednesday 
afternoons (typically between 4.00pm and 6.00pm).  These meetings include: 
 

- Four or five funding meetings (generally held between September and January) to 
consider applications for charities for grant aid awards  



 

- Ad hoc meetings to consider requests for disaster and emergence relief awards in 
response to natural disasters or humanitarian crisis  

- Meetings with local organisations seeking matched funding from the Commission to 
support development aid projects 

- Meeting/s to review and approve the Commission’s annual report 
- Ad hoc meetings with representatives of development aid charities to hear about the 

progress of supported projects and their plans for future work. 
 
Commissioners are required to review and evaluate applications for funding against the 
Commission’s published funding criteria.  This includes reading and assessing the applications 
prior to a meeting and then, during the meeting, discussing the merits of the applications with 
the other Commissioners and reaching agreement whether or not to support a particular 
request for funding.  Each year the Commission receives between 250 and 300 individual 
applications for grant aid funding and these are considered in batches of between 50 and 60 
applications per funding meeting.  In addition, the Commission receives between 15 and 20 
emergency and disaster relief requests, 10 to 15 matched funding requests and a similar 
number of meetings with charities. 
 
The majority of the Commissioners’ work in undertaken at home reading and assessing the 
many applications for funding, reading the project reports submitted by the charities that 
receive funding from the Commission and generally keeping themselves abreast of matters 
relating to development aid. 
 
This is a real opportunity to contribute positively not only to our local community but also to 
improve the lives of some of the world’s poorest communities.  
 
This is an interesting and exciting role for any local residents with an active interest in third 
world issues, especially development aid.  The current Commissioners bring a large range of 
skills to the Commission’s work including direct experience of working in a least developed 
country, professional experience in medicine, tertiary and health education and legal matters, 
active participation with an established development aid charity and expertise in project 
management and good governance. 
 
The Commission would be particularly interested in applications from local residents with 
development aid experience in the following area: 
 

- Education, especially within primary or secondary schools 
- Water and sanitation 
- Micro-finance and community savings programmes 
- Engineering, especially in relation to solar power and hydrology 
- Climate change and mitigation of its impact. 

 
 
 
 



 

Life as a Commissioner 
 
To assist you in deciding whether this may be a role for you, the current Commissioners have 
this to say about the Commission’s work and their role: 
 

Dr Nick Paluch, a recently retired GP, was appointed to the Commission in 2012 and 
has made the following reflections on his time as a Commissioner, 

 
"For me the role of Commissioner is an immensely satisfying way to put my knowledge 
and experience to good use for the benefit of others. At the end of the funding round it 
is great to know that I have played my part in ensuring that the Overseas Aid budget 
has been allocated as fairly and as conscientiously as possible. It is even more 
rewarding to know what a huge difference the grants will make to the lives of 
individuals and communities all around the world. 
 
I have particularly enjoyed being able to some of the projects we have supported in 
Africa and South East Asia whilst on holiday to see and learn at first what an impact 
they have had."  

 
Judy Moore, a qualified physiotherapist and Academic Lead for Teaching and Learning 
at the Institute for Health Studies, says, 
“Having worked on Overseas Aid Projects in Sri Lanka and Dominica, I feel that being a 
Commissioner has enabled me to use my experience to help in the difficult decision 
making process regards to distribution of the funds.  I am currently unable to 
participate in any specific projects overseas, but I feel that being part of the 
Commission has given me the chance to contribute in another way.   
 
When I was first interviewed for the role I said the ‘cynicism and realism’ would be 
valuable assets and I still feel these are still essential qualities to be able to judge one 
very worthwhile project against another.” 

 
Steve Mauger, who is the Secretary to the Guernsey Fairtrade Steering Group and a 
long-standing supported of Christian Aid says, 

 
“The role of Commissioner is both a privilege and responsibility. Being exposed to such 
a great number and variety of aid initiatives across the developing world, though large 
NGOs and small charities, is of great encouragement and humbling. Being constantly 
aware that the funds granted as a result of our deliberations bring about such life-
changing and life-saving consequences, and remembering that these funds are from 
taxpayers, brings a very clear focus to the role.” 

 
 Philip Bodman, Chief Operating Officer in a local financial services company said, 
 

“I have had a long-standing interest in overseas aid matters, particularly having spent 
ten years working in the developing world before I returned to Guernsey,  



 

I was very pleased to be invited to serve on the Overseas Aid Commission in 2012 and 
to help make best use of the Guernsey taxpayers’ money in improving the lives of those 
less fortunate than ourselves. Since then I have seen what an impact our limited 
resources can have in transforming lives and opportunities for those with very 
little.  Guernsey can be very proud that it looks beyond its shores and seeks to help 
others.  It makes a tangible difference in many communities and rightly raises our 
profile and standing nationally and internationally. There is always more to be done 
but it is right that our government has decided to maintain this commitment to the 
wider world.  

 
I am continually impressed by the depth of knowledge and experience of my fellow 
Commissioners and the passion they demonstrate to ensure that every pound makes a 
difference.” 

 
Further information 
 
Interested?   
 
Looking for more information about the Commission’s work? 
 
Further information about the Commission’s work, including details of its grant aid and 
disaster and emergency relief policies, can be found on its website – 
www.gov.gg/overseasaid.   The Commission’s annual reports (downloadable from the 
Commission’s website) include updates on projects the Commission has supported through its 
grants and statistics about the number, type and location of projects funded by the 
Commission.   
 
If you have any questions or would like further information including details of the role please 
do not hesitate to contact Elizabeth Dene, Commission Secretary (telephone 717284 or email 
overseasaid@gov.gg). 
 
Applications should be made by submitting a letter of application.  
 
Deadline for applications: 4.00pm on Friday 9th March 2018. 
 
 
 
 

http://www.gov.gg/overseasaid
mailto:overseasaid@gov.gg
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR HOME AFFAIRS 
 

POLICE COMPLAINTS COMMISSION - APPOINTMENT OF MEMBER 
 

 
The States are asked to decide:-  
 
Whether, after consideration of the Policy Letter entitled “Police Complaints 
Commission – Appointment of Member”, dated 14th May, 2018, they are of the 
opinion:-  
 

1. To appoint Mr. Robert Steven Jordan as an ordinary member of the Police 
Complaints Commission for a period of 4 years with immediate effect. 

 
The above Proposition has been submitted to Her Majesty's Procureur for advice on 
any legal or constitutional implications in accordance with Rule 4(1) of the Rules of 
Procedure of the States of Deliberation and their Committees.  
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR HOME AFFAIRS 
 

POLICE COMPLAINTS COMMISSION - APPOINTMENT OF MEMBER 
 
 
The Presiding Officer 
States of Guernsey  
Royal Court House  
St Peter Port 
 
14th May, 2018 

 
Dear Sir 

 
1 Executive Summary  

 
1.1 The purpose of this Policy Letter is to formally appoint a member of the Police 

Complaints Commission (“the Commission”).  
 

2 Background 
 

2.1 The Police Complaints Commission was established by the Police Complaints 
(Guernsey) Law, 2008 (‘’The Law’’) and came into effect on 1st July 2011. The 
Commission is an independent panel which maintains oversight of how 
complaints against the police are handled.    
 

2.2 The Schedule to the Law sets out the composition of, and appointment process 
to, the Commission, and establishes that:-  

 the Commission shall consist of a Chairman and five ordinary members; 

 the Chairman and ordinary members shall be appointed for a term of four 
years by the States of Deliberation upon the recommendation of the 
Committee for Home Affairs; 

 members of the Commission may be reappointed. 
 

2.3 The Commission currently has a Chairman and 4 ordinary members in post. 

3 Appointment of New Ordinary Member – 4 year term 
 

3.1 An open recruitment process took place in order to attract applicants.  Whilst 
no formal qualifications are required for the role, it is necessary for individuals 
to be fair, objective and non-judgemental and the ability to read and 



3 
 

understand complex matters.    
 

3.2 The Committee for Home Affairs is pleased to nominate Mr. Robert Steven 
Jordan to serve as an ordinary member of the Police Complaints Commission 
for four years with immediate effect.  It is considered that Mr. Jordan has the 
necessary experience and qualities to play a positive role in the Commission 
and will further complement group dynamics. 
 

3.3 Mr. Jordan is a senior manager at an international securities firm with offices 
based in the Guernsey. Mr. Jordan has experience in recruitment, managing 
staff and mediation and has experience investigating in depth issues. He has a 
strong background in dealing with sensitive and confidential information with 
integrity, assessing and making decisions at the highest level. Mr. Jordan has 
experience in dealing with Money laundering, Cyber-crime and IT Forensics.   
 

3.4 Mr. Jordan has been a volunteer at St John Ambulance & Rescue Service for 11 
years serving as a Community First Responder and on the Cliff Rescue Team.  
This has given him a wide range of skills and has enabled him to develop skills in 
assessing situations and making decisions.  Mr. Jordan has experience of 
working with many different people from all walks of life and believes that 
everyone has a place in our community.  
 

3.5 In interview Mr. Jordan presented as confident and a good communicator. He 
has the capacity to be flexible in order to prepare and attend meetings.   
 

4 Compliance with Rule 4 
 

4.1 Rule 4 of the Rules of Procedure of the States of Deliberation and their 
Committees sets out the information which must be included in, or appended 
to, motions laid before the States. 
 

4.2 In accordance with Rule 4(4) of the Rules of Procedure of the States of 
Deliberation and their Committees, it is confirmed that the Proposition has the 
unanimous support of the Committee. 
 

4.3 In accordance with Rule 4(5), the Proposition relates to the duties of the 
Committee ‘’to advise the States and to develop and implement policies on 
matters relating to its purpose, including:[…] law enforcement, including 
policing and customs’’.  
 

Yours faithfully  

 

M M Lowe 
President 
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R G Prow 
Vice-President 
 
R H Graham 
M P Leadbeater 
V S Oliver  



APPOINTMENT LAID BEFORE THE STATES OF DELIBERATION 
 

APPOINTMENT OF AN ORDINARY MEMBER OF THE GUERNSEY BANKING DEPOSIT 
COMPENSATION BOARD 

 
In accordance with section 3(4) of the Banking Deposit Compensation Scheme (Bailiwick of 
Guernsey) Ordinance, 2008 as amended, the following appointment by the Committee for 
Economic Development to the Guernsey Banking Deposit Compensation board is laid before 
the States of Deliberation: 
 

 Mrs. Colton as an ordinary member with effect from 1st July 2018 until 1st July 2023. 
 
The States of Deliberation have the power to annul the appointment. 
 
A recruitment exercise undertaken by the States of Guernsey has concluded that Mrs. 
Colton is suitable to be an ordinary member of the Guernsey Banking Deposit Compensation 
board.   
 
A summarised version of the curricula vitae of Mrs. Colton is summarised below. 
 
Career: Director of Insurance Guernsey Financial Services 

Commission (“GFSC”)  
2007-2010  

 Deputy Director of Insurance, GFSC 2001-2006 
 Assistant Director of Insurance, GFSC  1998-2001 
 Senior Analyst, GFSC 1995-1998 
   
Professional 
qualifications: 

  
Fellow of the Chartered Insurance Institute   

 Chartered Insurance Practitioner  
 Specialist Member of the Institute of Risk Management   
   
Current Non-
Executive 
Directoships 

Clare PCC Limited (Chair) 2017-date 
London Transport Insurance (Guernsey) Limited. 2014-date 
Hiscox Insurance Company (Guernsey) Limited. 2013-date 

 Hiscox Insurance Services (Guernsey) Limited  2013-date 
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ORDINANCE LAID BEFORE THE STATES 
 

THE ROAD TRAFFIC (MISCELLANEOUS AMENDMENTS) ORDINANCE, 2018 
 

In pursuance of the provisions of the proviso to Article 66A(1) of The Reform (Guernsey) 
Law, 1948, as amended, "The Road Traffic (Miscellaneous Amendments) Ordinance, 2018", 
made by the Policy & Resources Committee on the 22nd May, 2018, is laid before the States. 
 

EXPLANATORY MEMORANDUM 
 
This Ordinance simplifies and modernises the legislation relating to the setting of speed 
limits, which is outdated and opaque. The Ordinance amends the Road Traffic (Speed Limits 
and Trials) Ordinance, 1987, to provide for Schedule 1 to that Ordinance (which sets out 
speed limits on particular public highways) to be susceptible to amendment by regulations 
made by the Committee for the Environment & Infrastructure, and for such regulations to 
be publicised before they are made. The Ordinance also removes cross-referring regulation-
making powers relating to speed limits from the Ordonnance relative au Trafic Véhiculaire 
en cette Île of 1929 and the Traffic Temporary Regulations Ordinance, 1950, and amends 
that latter Ordinance to modernise the power therein to make temporary regulations in 
respect of certain road traffic-related matters other than speed limits.  
 

The Ordinance was made by the Policy & Resources Committee in exercise of its powers 
under Article 66A(1) of the Reform (Guernsey) Law, 1948, and came into force on the 22nd 
May, 2018. Under the proviso to Article 66A(1) of the Reform (Guernsey) Law, 1948, the 
States of Deliberation have the power to annul the Ordinance. 

 

 

STATUTORY INSTRUMENTS LAID BEFORE THE STATES 

 
The States of Deliberation have the power to annul the Statutory Instruments detailed 
below.  

 

 
No. 19 of 2018 

THE AVIATION REGISTRY (FEES) REGULATIONS, 2018 
 
In pursuance of section 52(4) of the Aviation Registry (Guernsey) Law, 2013, the Aviation 
Registry (Fees) Regulations, 2018, made by the Committee for Economic Development on 
18th May, 2018, are laid before the States.  
 

EXPLANATORY NOTE 
 
These Regulations specify the fees, and the person by whom and time by when they are 
payable, for applications to and the exercise of the functions of the Aircraft Registrar under 
the Aviation Registry (Guernsey) Law, 2013. 
 
These Regulations came into force on the 21st day of May, 2018.  
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No. 22 of 2018 
THE AIR NAVIGATION (FEES) REGULATIONS, 2018 

 
In pursuance of section 151(4) of the Air Navigation (Bailiwick of Guernsey) Law, 2012, the 
Aviation Navigation (Fees) Regulations, 2018, made by the Director of Civil Aviation on 23rd 
May, 2018, are laid before the States.  
 

EXPLANATORY NOTE 
 
These Regulations update the fees payable, and the matters in respect of which fees are 
payable, for applications to and the exercise of the functions of the Director of Civil Aviation 
under the Air Navigation (Bailiwick of Guernsey) Law, 2012. 
 
These Regulations came into operation on the 23rd day of May, 2018.  
 
 
No. 23 of 2018 

THE ELECTORAL SYSTEM REFERENDUM (REFERENDUM PERIOD) REGULATIONS, 2018 
 

In pursuance of section 30(1)(c) of the Electoral System Referendum (Guernsey) Law, 2018, 
the Electoral System Referendum (Referendum Period) Regulations, 2018, made by the 
States’ Assembly & Constitution Committee on 25th May, 2018, are laid before the States.  
  

EXPLANATORY NOTE 
 
These Regulations provide for the referendum period under the Electoral System 
Referendum (Guernsey) Law, 2018 ("the Law") to commence on 11th June, 2018, the day 
the Law comes into force. The Law provides that the referendum period ends on the day on 
which the referendum is held (10th October). During the referendum period there are limits 
in place in respect of what referendum expenses may be incurred, both by campaign groups 
and other persons.  
 
These Regulations are made under the Law and in reliance on the provisions of section 18 of 
the Interpretation (Guernsey) Law, 1948 (Exercise of statutory powers between passing and 
commencement of enactment). 
 
These Regulations come into force on 11th June, 2018.  
 
 

The full text of the statutory instruments and other legislation included in this document 
can be found at:  http://www.guernseylegalresources.gg/article/163343/2018 
 

http://www.guernseylegalresources.gg/article/163343/2018


 

THE ALDERNEY (APPLICATION OF LEGISLATION) (ADOPTION) ORDINANCE, 2018 
 

The States are asked to decide:- 
 
Whether they are of the opinion to approve the draft Ordinance entitled "The 
Alderney (Application of Legislation) (Adoption) Ordinance, 2018", and to direct that 
the same shall have effect as an Ordinance of the States.  
 
This proposition has been submitted to Her Majesty's Procureur for advice on any legal 
or constitutional implications in accordance with Rule 4(1) of the Rules of Procedure of 
the States of Deliberation and their Committees.  

 
EXPLANATORY MEMORANDUM 

 
The Adoption (Guernsey) Law, 1960 was extended to Alderney under the Alderney 
(Application of Legislation) Law, 1948, as, from time to time, were the various 
amendments to that Law.  The 1960 Law has recently been further amended by the 
Adoption (Guernsey) (Amendment) Law, 2017 so as to permit adoption by couples 
who are in a civil partnership and couples who are not in a legally-recognised 
relationship but who are living together in an enduring family relationship, whether 
they are of different sexes or the same sex.   
 
It is anticipated that Alderney will shortly bring into force the Same-Sex Marriage 
(Alderney) Law, 2017, and an implementation Ordinance, which will together have the 
effect of extending the eligibility to adopt to married same-sex couples.   
 
Following consultation with Alderney, it is proposed that the 2017 (Amendment) Law 
should also be extended to Alderney. This Ordinance, coupled with the Alderney Same-
Sex Marriage legislation, will bring Alderney into conformity with Guernsey in terms of 
eligibility to adopt. 
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The Alderney (Application of Legislation) (Adoption) 

Ordinance, 2018 

 

 THE STATES, in exercise of the powers conferred on them by section 1 of the 

Alderney (Application of Legislation) Law, 1948a, hereby order:- 

 

Provisions to have effect in Alderney. 

1. The Adoption (Guernsey) (Amendment) Law, 2017
b

, except section 

18, shall have effect in the Island of Alderney as it has effect in the Island of 

Guernsey. 

 

Interpretation. 

 2. (1) In this Ordinance - 

  

"enactment" includes a Law, an Ordinance and any subordinate 

legislation and includes any provision or portion of a Law, an Ordinance or 

any subordinate legislation, 

  

"subordinate legislation" means any regulation, rule, order, rule of 

court, resolution, scheme, byelaw or other instrument made under any 

statutory, customary or inherent power and having legislative effect, but 

does not include an Ordinance. 

 

  (2) Any reference in this Ordinance to an enactment is a reference 

_____________________________________________________________________ 

a  Ordres en Conseil Vol. XIII, p. 448; Vol. XXIV, p, 210; Vol. XXIX, p. 299; Vol. 

XXX, p. 224; Vol. XXXVII, p. 251; No. XXXIII of 2003; No. IX of 2016. 

b  Order in Council No. XII of 2017. 
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thereto as from time to time amended, re-enacted (with or without modification), 

extended or applied. 

 

Citation. 

 3. This Ordinance may be cited as the Alderney (Application of 

Legislation) (Adoption) Ordinance, 2018. 

4



 
 

1 
 

THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR HOME AFFAIRS 
 

CUSTOMS DUTIES AND ASSOCIATED POWERS REQUIRED IN RESPECT OF BREXIT  
 

 
 
The States are asked to decide:-  
 
Whether, after consideration of the policy letter entitled “Customs Duties and 
Associated Powers Required in Respect of Brexit”, dated 29th May 2018, they are of the 
opinion:-  
 

1. To introduce a flexible Bailiwick-wide legislative framework to facilitate 
the imposition of customs duties on imported and exported goods and 
associated requirements (as set out in paragraph 2.7 and 3.3).  
 

2. To direct the Committee for Home Affairs to enter into negotiations 
regarding a customs arrangement with the UK, when required, and 
report back to the States with recommendations in relation to entering 
any such arrangements (as set out in paragraph 5.5).  
 

3. To direct the preparation of the necessary legislation to give effect to 
the above Recommendations. 

 
The above Propositions have been submitted to Her Majesty's Procureur for advice on 
any legal or constitutional implications in accordance with Rule 4(1) of the Rules of 
Procedure of the States of Deliberation and their Committees.  
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR HOME AFFAIRS  
 

CUSTOMS DUTIES AND ASSOCIATED POWERS REQUIRED IN RESPECT OF BREXIT  
 
 
The Presiding Officer 
States of Guernsey  
Royal Court House  
St Peter Port 
 
29th May 2018  

 
Dear Sir 

 
1 Executive Summary  
 
1.1 The States of Deliberation have previously acknowledged the need to enact 

legislation to ensure that there is continuity and certainty during the Brexit 
process for both individuals and businesses.  As the future shape of the UK and 
EU positions on customs and trading matters becomes clear a new legislative 
frame work will be critical for the Island’s economy and businesses in order to 
maintain the free flow of goods.   
 

1.2 This Policy Letter seeks approval from the States of Deliberation for the drafting 
of legislation: 
 
(a) to ensure that there is continuity in the flow of goods to and from the 

Bailiwick, and 
 

(b) to allow for the introduction of appropriate customs operations and 
procedures, including facilitating the charging of duty and the 
establishment of a customs tariff, in relation to the movement of goods,  
 

both during and after the anticipated Transition Period, which is expected to 
form a key part of the anticipated Withdrawal Agreement. This is likely to 
involve the amendment and repeal of some existing legislative provisions. 
 

1.3 The proposed legislation will provide a flexible framework which will facilitate 
the imposition of customs requirements on imported and exported goods, 
regardless of the outcome of the UK’s negotiations with the EU and any future 
trade agreements. 
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1.4 It is not intended to pre-empt decisions on the Bailiwick’s future customs 

arrangements or trade policy.  This Policy Letter seeks approval  for the drafting 
of primary legislation which will allow for the implementation of future 
decisions and agreements on such matters, either directly or through 
secondary and tertiary legislation.  
 

2 Background  
 

2.1 The States of Deliberation have so far considered three Policy Letters related to 
Brexit: 
- the June 2016 Policy Letter1 set out high level objectives for Guernsey's 

relationships with the UK and the EU.  Appendix 1 included a history of 
Guernsey’s relationship with the EU, including those relating to customs 
matters; 

- the March 2017 Policy Letter2 acknowledged the triggering of Article 50 of 
the Treaty on European Union in respect of Protocol 3; and 

- the November 2017 Policy Letter3 provided an update and set out 
proposals for Projets de Loi dealing with the mechanics of withdrawal, 
international trade agreements, and powers to amend certain categories of 
legislation. 

 
2.2 Customs import duties are charges on goods, generally applied, in proportion 

to their value (“ad valorem“) when they are imported. These duties should not 
be viewed as revenue raising measures but as a part of a country's trade policy.  
They are different from indirect taxes such as goods and services taxes or excise 
duties. The UK has stated in its trade policy white papers that it seeks to 
become a champion for free trade and to push for greater liberalisation of 
markets as well as being a strong supporter of free and open trade. This stance 
shows that the UK will be seeking to use the tariff as a trade facilitation 
mechanism that provides protection where it is warranted but otherwise will 
seek to apply low rates where possible to stimulate trade.  Should the UK be 
successful in negotiating trade deals in the future, then any subsequent Free 
Trade Agreements will also impact on tariff rates by reducing them as part of a 
reciprocal agreement with other countries.  The WTO stance is also to seek the 
lowering of trade barriers including customs duties in order to achieve more 
open trading across the world. 
 

2.3 As a small territory the Bailiwick has limited need for such measures but, 
because of the longstanding principle of free movement of goods with the UK, 
the Bailiwick applies the same trade policy as the UK so as not to undermine its 

                                                           
1
 Billet d’État XX of 2016, Article III (P 2016/19): https://gov.gg/CHttpHandler.ashx?id=102958&p=0  

2
 Billet d’État VI of 2017, Article III (P 2017/11): https://gov.gg/CHttpHandler.ashx?id=105987&p=0  

3
 Billet d’État XXI of 2017, Article III (P 2017/84): https://gov.gg/CHttpHandler.ashx?id=110188&p=0  

https://gov.gg/CHttpHandler.ashx?id=102958&p=0
https://gov.gg/CHttpHandler.ashx?id=105987&p=0
https://gov.gg/CHttpHandler.ashx?id=110188&p=0
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economy or distort the UK market.   It is this principle that led to the agreement 
of Protocol 3 in 1972 and which means that the future customs regime and 
trade policy of the Bailiwick will be influenced by the terms of the UK's exit 
from the European Union (“EU”) and its future economic partnerships. 

 
2.4 The Loi autorisant la perception d'Impôts sur les Marchandises Importées dans 

l'Ile de Guernesey4 (more commonly known as the Import Duties Act (Bailiwick 
of Guernsey),) when enacted, provided powers to make secondary legislation 
concerning the issuance of a tariff and collection of duties on imported goods, 
whilst ensuring such duties did not undercut those in the UK, nor tax items 
already subjected to the UK import duty and re-exported to the Bailiwick.  
Some of these provisions have since been repealed and replaced or superseded 
by requirements under the Union Customs Code, and the Law is generally 
outdated.  
 

2.5 After consideration of the November 2017 Policy Letter, the States of 
Deliberation unanimously approved the Propositions which included approval 
for the drafting of a Bailiwick Projet de Loi, broadly equivalent in scope and 
content to the United Kingdom's European Union (Withdrawal) Bill, which will, 
amongst other matters, repeal the 1973 Law.  
 

2.6 The 1973 Law currently gives legal effect to EU Regulations that are applicable 
to the Bailiwick under Protocol 3. It also provides the power to charge 
Community customs duty on goods imported into the Bailiwick from a place 
outside the European Community by adopting the EU common customs tariff.  
Both of these will come to an end on the repeal of the 1973 Law. 
 

2.7 This Policy Letter therefore recommends a new legislative framework to deal 
with customs import and export matters, which previously fell within the scope 
of Protocol 3; this regime will underpin the States’ Brexit negotiating objectives 
regarding the movement of and trade in goods, as detailed in the June 2016 
Policy Letter.  In addition, as the Import Duties Act (Bailiwick of Guernsey), 1932 
will no longer be fit for purpose, it is recommended that the opportunity is 
taken to repeal it and to ensure that appropriate equivalent powers form part 
of the new legislative framework. Amendments to other legislative provisions 
are likely to be necessary.    
 

2.8 The proposals are intended to be flexible enough to support customs 
operations both during the anticipated Transition Period and under any 
scenario thereafter. 
 
 

                                                           
4
 Loi autorisant la perception d'Impôts sur les Marchandises Importées dans l'Ile de Guernesey: 

http://www.guernseylegalresources.gg/CHttpHandler.ashx?id=96374&p=0 

http://www.guernseylegalresources.gg/CHttpHandler.ashx?id=96374&p=0
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3 Proposed UK Customs Bill 
 

3.1 In November 2017, the UK Government published the Taxation (Cross-Border 
Trade) Bill (“the UK Customs Bill”) which, as at the date of this Policy Letter, is 
progressing through Parliament. 
 

3.2 The UK Customs Bill will establish a customs framework to deal with import and 
export matters which previously fell under the Union Customs Code. The 
approach taken by the UK Customs Bill is to provide sufficient flexibility for a 
number of outcomes, including a “no deal” scenario.  Given the intention to 
ensure as seamless a transition as possible from EU trading rules to UK based 
ones, Parts 1 and 2 of the UK Customs Bill, which provide for a new standalone 
customs regime, are based upon EU law. 
 

3.3 The Bailiwick legislation being proposed seeks to follow a broadly similar 
approach to that of the UK, and the UK Customs Bill will be considered during 
the drafting process to provide the level of consistency required whilst ensuring 
the appropriate flexibility to account for varying outcomes.   
 

4 Legislative requirements  
 

4.1 For the reasons set out above, a new customs regime must be in place by 29 
March 2019, whatever the outcome of Brexit negotiations between the UK and 
the EU, and whatever the Bailiwick’s future customs arrangements. It must 
allow sufficient flexibility to give effect to a range of potential outcomes, from 
the expected Transition Period to a no deal situation. 
 

4.2 The proposed legislation will provide a new standalone customs framework 
which will operate in a similar way to the current regime, whilst modernising it 
and including the required further powers. Whilst unconnected with other 
customs regimes, it is also intended to function within any negotiated customs 
union with jurisdictions such as Jersey or the United Kingdom.  
 

4.3 The proposed legislative powers will enable the Bailiwick to create a customs 
regime which, amongst other things, will allow the Bailiwick to enact secondary 
or tertiary legislation (including regulations and orders) to: 
 
1. Charge import duty on goods  

At present, import duty may be charged on imported goods that arrive 
from a place outside the Bailiwick; however, this power is only relevant 
to goods that arrive from outside the EU.  In future, the new framework 
will replicate the power to charge import duty on imported goods but 
will be applied depending on any potential customs arrangements into 
which the Bailiwick might enter.  This may include charging import duty 
on goods from the EU.  
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2. Establish a new customs tariff to classify imported goods, establish the 

amount of import duty liable and apply applicable customs measures 
Although the EU common customs tariff is currently recognised in 
relation to imported goods, the proposed legislation will allow the 
Bailiwick to dictate which tariff is applied.  This would continue to be the 
current EU common customs tariff throughout the Implementation 
Period but is likely to be the new UK tariff thereafter. A power will be 
needed to implement any Regulations necessary to apply trade 
measures through the new tariff, i.e. trade remedies, tariff quotas, tariff 
related import controls etc.  
 

3. Charge export duty on goods 
The new legislation should make provision for establishing an export 
duty on goods from the Bailiwick. The provision for export duty already 
exists in the Union Customs Code which the Bailiwick is obliged to apply, 
insofar as Protocol 3 applies. This provision has also been included in the 
UK Customs Bill. The legislation will not, itself, establish an export duty 
but will provide the power to do so if necessary. Should an export duty 
be required for the purposes of any future customs territory of which 
the Bailiwick forms part, this will allow for such a regime to be 
implemented quickly. Her Majesty’s Revenue and Customs have stated 
that it has no plans to introduce an export duty but have still included 
the provision when they negotiated the Union Customs Code. A country 
may, for example, impose an export tariff to ensure adequate supply of 
necessary goods within that country, for example during a time of a 
particular commodity crisis; the EU has not  imposed any export duty 
since the wheat tariffs of the late 1990s. 
 

4. Implement arrangements to establish a customs territory between the 
Bailiwick and another territory or country 
The Bailiwick requires the ability to enter into agreements with other 
jurisdictions in order to establish a customs territory where applicable. 
Such arrangements could provide that no duty is charged by reference 
to movements of goods between the Bailiwick and the agreed territories 
or countries and that the same, or substantially the same, rules for 
charging duty on imports of goods from outside the agreed customs 
territory apply. Section 5.5 of this Policy Letter asks the States to 
consider directing the Committee for Home Affairs to enter into 
negotiations regarding a customs arrangement with the UK when 
required and report back to the States, with recommendations in 
relation to entering into such arrangements. In any case the States will 
be asked to approve any new customs arrangements, before they are 
agreed by or take effect in the Bailiwick. 
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5. Establish a method for determining the valuation or other 
measurement, and origin, of goods 
Where the value of goods imported is a requirement for applying 
certain tariffs ad valorem, i.e. a percentage of the value of the goods, a 
statutory valuation method is required. Similarly, if a duty is imposed 
based on volume or any other measurement of the goods, it may be 
necessary to set out a statutory method for determining this 
measurement. Establishing the origin of goods is an essential 
requirement for ensuring the correct tariff rates are used or for deciding 
whether sanctions must be enforced.  The rates applied will take 
account of any trade agreements, embargoes or protection measures in 
place on goods from origin countries. There are two main categories for 
establishing origin: 

 goods wholly obtained or produced in a single country  

 goods involving materials from more than one country 
The second category is more complex and requires consideration of 
various criteria.  The origins of the materials, the country in which the 
substantial production phase took place or the value the processing in 
each country has added to the product may all need to be considered.  

 
6. Apply relief from duty in certain circumstances 

A power to apply relief from duty is required for goods imported for 
certain reasons, most often for a temporary period e.g. goods returned 
to a manufacturer for repair which are then sent back to the owner.   
 

7. Allow imported goods to be entered for special customs procedures 
The Union Customs Code saw an update to the area previously known 
as “Customs Procedures with Economic Impact” which are now known 
as “Special Procedures”.  This covers four types of procedure, namely 
processing, storage, transit and specific use, all of which require 
financial guarantees to be in place.  These procedures are in use 
internationally by customs authorities and include matters such as 
customs warehousing for goods liable to import duty5, end use, 
temporary admission and inward or outward processing.  Entry into a 
new customs agreement with another territory following the UK’s 
withdrawal from the EU would benefit from having a legislative basis for 
the application of any such procedures locally. 
 

8. Comply with other obligations that may result as a consequence of 
concluding customs arrangements with another territory or country 

                                                           
5
 Legislation already exists for the deposit of goods in approved warehouses without payment of excise 

duty. This ensures that goods can be deposited in approved warehouses without payment of import 
duty which might become a greater need after Brexit. This may be achieved through existing legislation 
or part of the new legislation. 
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General enabling provisions will ensure that the States can quickly enact 
any Regulations or provisions necessary to facilitate the operation of 
any such arrangements. 
 

9. Safety and Security  
Under the current Union Customs Code, security measures in place for 
all modes of transport crossing the border into the EU require that a 
pre-arrival safety and security declaration is logged by the carrier within 
defined timelines. On receiving this declaration, the relevant authority 
carries out a risk analysis for safety and security purposes. This is based 
on agreed EU-wide risk profiles. Where a risk is identified, the customs 
office will take appropriate action. No Bailiwick (or indeed Channel 
Island) port is currently designated as an EU “Office of First Entry” for 
these purposes. Due to the location and size of the Bailiwick, it is 
extremely rare to receive goods directly from outside the European 
Union by aircraft or vessel. There is a potential for the safety and 
security zone, currently EU-wide, to shrink post Brexit meaning the 
Bailiwick may receive such cargo regularly. A provision is therefore 
required to enact or make the necessary legislation to comply with such 
obligations, whether that is under a new safety and security zone or to 
address the current limitations of Bailiwick ports.  
 

10. Fees & Charges  
Under the current Union Customs Code, customs authorities may 
impose fees and penalties under certain conditions.  Fees must not be 
imposed for conducting regular customs duties at customs premises 
during official opening hours but may be imposed for example where 
attendance is requested out of hours or at non-customs premises.  
Penalties may be imposed for failure to comply with customs legislation 
provided such penalties are deemed to be effective, proportionate and 
dissuasive. This enables civil penalties to be raised for non-compliance 
as opposed to criminal penalties.  Current Bailiwick customs legislation 
however only allows for criminal penalties to be imposed by the Courts 
which is not suitable for ensuring proper practice and compliance by 
industry in some areas.  The legislation will not, itself, establish fees and 
charges. It will nonetheless allow such a regime to be implemented 
more quickly under secondary or tertiary legislation, if necessary, setting 
out a civil penalty regime to encourage greater compliance with 
customs requirements. 
 

11. Procedures for Appeal or Review  
Under WTO agreements such as Article X of GATT 1994 and the 
Agreement on Trade Facilitation, there is a requirement for contracting 
parties to have judicial, arbitral or administrative tribunals or 
procedures for the purpose of prompt review and correction of 
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administrative action relating to customs matters.  This is further 
supported by other international sets of standards such as those issued 
by the World Customs Organisation whereby recommendations are for 
national legislation to provide a right of appeal in customs matters 
including the right for an initial appeal to customs followed by the right 
of further appeal to an independent authority and a final appeal to 
judicial authority.  Current customs legislation allows for appeals in 
respect of seized goods and searches of person but does not cover any 
other areas.  Provisions to enable a review and appeals framework and 
associated processes to be established in respect of administrative and 
non-criminal matters are therefore recommended. 
 

12. Mutual Customs Assistance Arrangements  
Customs cooperation and mutual administrative assistance is an 
important enhancement to modern day customs work and as such 
measures, recommended practices and standards now form part of 
international agreements and recommendations. The  European 
Communities (Bailiwick of Guernsey) Law, 1973 enabled cooperation 
with other customs services for the purpose of implementing 
Community obligations, including giving effect to any reciprocal 
arrangements between member states (with or without other countries 
or territories) for securing administration of their laws or detecting or 
preventing customs fraud or evasion.  This included the ability to share 
relevant information in accordance with such matters.  Replacing this 
the ability to enter into or otherwise give effect to other agreements 
(whether on a regional, bilateral or multilateral basis) would enable a 
reciprocal flow of customs information between the parties to any 
customs agreement that may be subsequently entered into as well as 
enable cooperation agreements with other customs services elsewhere 
where there could be significant benefit to the Bailiwick of Guernsey. 
 

13. Approvals & authorisations 
In establishing the processes and requirements of a new customs 
framework, it may be necessary to include provisions whereby Customs 
approval or authorisations are needed before persons or businesses can 
carry out particular activities. This would allow Customs to ensure that 
individuals and businesses meet a prescribed standard. By way of 
example, these may include optional authorisations as Authorised 
Economic Operators (“AEOs”) which provide operators with an 
internationally recognised quality mark indicating that they have met 
recognised standards of compliance, or approvals which are mandatory 
to benefit from simplified customs arrangements.  

 
The new legislation will need to work in tandem with the Customs and Excise 
(General Provisions) (Bailiwick of Guernsey) Law, 1972, which contains 
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provisions essential for the effective collection and enforcement of such duties. 
Consequential amendments may need to be made to that Law for this purpose. 
Amendments to other legislation may also be necessary. 
 

4.4 The Committee for Home Affairs considers that it is essential that the drafting 
of legislation is agreed and prioritised.  These proposals ensure that the States 
can quickly enact any necessary provisions as the future shape of the UK and 
EU positions on customs and trading matters become clear. Without new 
customs legislation, the ability for the frictionless import and export of goods 
may be significantly impaired to the detriment of the local economy and 
islanders.  
 

5 Discussions with UK Government 
 

5.1 Engagement at officer level with the UK Government (including HMRC and 
Department for International Trade) is continuing and a series of customs 
roundtables and ‘technical workshops’ have allowed identification and 
discussion of complex customs matters and possible outcomes.  The States of 
Guernsey, along with the States of Jersey, have therefore formed a close 
working relationship with key Whitehall officials.  
 

5.2 The Isle of Man has a different constitutional relationship with the UK regarding 
customs matters and has a longstanding common purse arrangement with the 
UK.  This provides for the sharing of customs duties as well as indirect taxes 
such as VAT and excise duties.  This means that, in respect of Brexit, the Crown 
Dependencies are in a different position and are having separate discussions 
with the UK Government on these detailed matters. 
 

5.3 The final agreements between the Bailiwick and the UK will be dependent on 
future policy decisions. Therefore many of the discussions have been 
approached on the assumption that the Bailiwick may well conclude a customs 
agreement with the UK and apply the same, or substantially the same rules, for 
customs duty on imports of goods from outside that agreed customs union.  
The need to remain autonomous in all other matters, such as border controls 
and fiscal arrangements, has been maintained throughout discussions and 
acknowledged by UK officials.   
 

5.4 The Bailiwick will need the ability to act swiftly as the UK and EU positions on 
customs become clear. Decisions on customs matters will need to be made 
quickly from time to time in order to progress any possible agreements with 
the UK.  
 

5.5 The States are therefore asked to endorse that the Committee for Home Affairs 
be responsible for negotiating a customs arrangement with the UK when 
required and report back to the States with recommendations for such 
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arrangements.  The States will be asked to approve any new Customs 
arrangements, before they are entered into by the Bailiwick. 
 

6 Other engagement and consultation  
 

6.1 The Committee for Home Affairs Brexit Sub-Group meets monthly to ensure 
that Home Affairs’ officers engaged in work responding to Brexit are well 
briefed and aligned with States' strategy.  This Group is chaired by the Vice 
President of Home Affairs, Deputy Prow and attended by senior officers from 
Home Affairs, the Guernsey Border Agency, External Relations and the 
Committee for Economic Development. Significant updates from this Group are 
reported to the Policy & Resources Committee’s Brexit Group which meets 
fortnightly.  
 

6.2 The Law Officers of the Crown have facilitated the review of current customs 
legislation, and the Committee for Home Affairs has identified the legislative 
proposals, as summarised in section 4, in conjunction with the Law Officers. 
 

6.3 The Committee for Home Affairs has also consulted with the States of Alderney 
and Chief Pleas of Sark so that both islands are fully informed and engaged in 
this process.   
 

6.4 The Policy & Resources Committee has endorsed this Policy Letter. 
 
7 Compliance with Rule 4 of the Rules of Procedure of the States of 

Deliberation and their Committees 
 

7.1 Rule 4 of the Rules of Procedure of the States of Deliberation and their 
Committees sets out the information which must be included in, or appended 
to, motions laid before the States. 
 

7.2 In accordance with Rule 4(1), the Propositions have been submitted to Her 
Majesty’s Procureur for advice on any legal or constitutional implications. She 
has advised that there is no reason in law why the Propositions should not be 
put into effect.  
 

7.3 Rule 4(3) requires details on the financial implications of any Propositions for 
the States of Guernsey.  The new legislative framework will be critical for the 
Island’s economy and businesses in order to maintain the free flow of goods. 
However, the Propositions relating to that new framework merely mandate the 
preparation of what is effectively enabling legislation; and in any event, as 
noted at paragraph 2.2, the purpose of customs duties is not to raise revenue. 
The negotiation of a new customs arrangement with the UK when required by 
the Committee is subject to the separate approval of the States, as set out at 
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paragraph 5.5. As such, it is not considered that the Propositions have 
significant financial implications for the States of Guernsey. 
 

7.4 In accordance with Rule 4(4) of the Rules of Procedure of the States of 
Deliberation and their Committees, it is confirmed that the propositions above 
have the unanimous support of the Committee.  
 

7.5 In accordance with Rule 4(5), the Propositions contribute to the objectives of 
the States of Guernsey and relate to the duties of the Committee to support a 
strong and sustainable economy.  The new legislative framework is 
fundamental to support sustainable public finances and the continued success 
of local industry.  Brexit is one of the 23 policy priorities approved as part of the 
States of Guernsey Annual Budget for 20186 (the priorities for the States’ Policy 
& Resource Plan). 
 

7.6 Also in accordance with Rule 4(5), in addition to the engagement referred to in 
section 5 and 6 the Committee has consulted with the States of Alderney, Chief 
Pleas of Sark, the Policy & Resources Committee and the Committee for 
Economic Development.  
 

 
Yours faithfully  
 
M M Lowe  
President  
 
R G Prow  
Vice-President 
 
R H Graham 
M P Leadbeater  
V S Oliver  
 

                                                           
6 Billet d’État XX of 2017 https://gov.gg/CHttpHandler.ashx?id=110408&p=0 (p24) [also in 
https://gov.gg/CHttpHandler.ashx?id=110312&p=0 (p5)] (as considered at the States Meeting 
of 8th November, 2017). 

https://gov.gg/CHttpHandler.ashx?id=110408&p=0
https://gov.gg/CHttpHandler.ashx?id=110312&p=0


 
 

THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR HOME AFFAIRS 
 

CUSTOMS DUTIES AND ASSOCIATED POWERS REQUIRED IN RESPECT OF BREXIT 
 
The President 
Policy & Resources Committee 
Sir Charles Frossard House 
La Charroterie 
St Peter Port  
 
7th June 2018 
 
Dear Sir, 
 

Preferred date for consideration by the States of Deliberation 
 

In accordance with Rule 4(2) of the Rules of Procedure of the States of Deliberation 
and their Committees, the Committee for Home Affairs requests that the ‘Customs 
Duties and Associated Powers Required In Respect of Brexit’ Policy Letter be 
considered at the States' meeting to be held on 18th July 2018. 
 
The above referenced Policy Letter seeks approval of the States to draft a new law 
relating to customs and trade in order to provide a flexible framework to facilitate customs 
requirements on imported and exported goods and to direct the Committee for Home Affairs 
to negotiate a customs arrangement with the UK, when required, and report back to the States 
with recommendations for such arrangements. This Policy Letter is part of the Bailiwick of 
Guernsey’s steps to meet the requirements brought to the Bailiwick by Brexit. 
 
 
Yours faithfully,  
 
M M Lowe 
President  
 
R G Prow 
Vice President 
 
R H Graham 
M P Leadbeater 
V S Oliver 
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THE STATES OF DELIBERATION
of the

ISLAND OF GUERNSEY

COMMITTEE for ECONOMIC DEVELOPMENT

REVIEW OF AIR TRANSPORT LICENSING

The States are asked to decide:-

Whether, after consideration of the Policy Letter entitled “Review of Air Transport
Licensing”, dated 11th June, 2018, they are of the opinion:-

1. To agree that the Committee for Economic Development be authorised to designate
certain air transport routes as “lifeline” routes, i.e. those that are deemed essential
to an Island of the Bailiwick.

2. To agree that operators and charterers serving routes designated as lifeline routes
by the Committee for Economic Development should remain under the obligation to
hold a Guernsey air transport licence.

3. To note that the Committee proposes that it will designate the following routes to
and from Guernsey as lifeline routes:

a) Gatwick; and
b) Alderney.

4. To agree that operators or charterers serving all routes apart from lifeline routes be
exempt from the need to hold a Guernsey air transport licence.

5. To agree that the Air Transport Licensing Policy Statement should be amended to
enable the protection of routes designated as lifeline routes through the granting of
Public Service Obligations, where necessary.

6. To agree to amend the Air Transport Licensing Policy Statement by adopting the draft
amended Policy Statement enclosed at Appendix 1 to this Policy Letter.

7. To direct the Committee for Economic Development to review the Air Transport
Licensing Policy Statement within a period of five years, and to report back to the
States by the end of 2023.

EJA
Typewritten text
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8. To note the Committee for Economic Development’s policy for providing air route
development support for new routes.

9. To note the Committee for Economic Development’s work to establish a Public
Service Obligation – along with any necessary funding arrangement – for air services
on the Alderney-Guernsey route.

10. To note that while the Alderney-Southampton route is not subject to Guernsey Air
Transport Licensing – and therefore outside of the scope of this review – it may be
considered for a Public Service Obligation in combination with the Alderney-
Guernsey route, should such a combined approach be possible following the tender
process, and subject to agreement between the Policy & Resources Committee and
the States of Alderney as to the source of funding for this route.
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THE STATES OF DELIBERATION
of the

ISLAND OF GUERNSEY

COMMITTEE FOR ECONOMIC DEVELOPMENT

REVIEW OF AIR TRANSPORT LICENSING

The Presiding Officer
States of Guernsey
Royal Court House
St Peter Port

11th June, 2018

Dear Sir

1. Executive Summary

1.1. Air transport licences are required for services between Guernsey and another point
in the British Isles1, where the aircraft is carrying passengers or cargo for hire or
reward2. Applications for air transport licences must be considered and determined
by the Transport Licensing Authority (‘the Authority’) in accordance with the Air
Transport Licencing (Guernsey) Law, 1995 (‘the 1995 Law’) taking into account the
Air Transport Licencing Policy Statement (‘Policy Statement’) which is the policy
approved by resolution of the States of Deliberation (‘the States’) in relation to
Guernsey’s air transport services.

1.2. At its meeting of 27th November 2013, the States approved a revision to the Policy
Statement, recommended by the then Treasury and Resources Department (‘T&R’),
in order to provide increased long term certainty for Guernsey’s London Gatwick air
link (‘Gatwick’).

1.3. At that meeting, the States also directed T&R to monitor and review the effect of
the revised Policy Statement and to report back to the States in 2017 with
recommendations on any further amendments that it may require in light of that
review.

1 Comprising the UK, the Isle of Man and the Channel Islands
2 Some aircraft or classes of aircraft may be exempt from the need to obtain such a licence, e.g. emergency
flights, technical stops and air taxis.
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1.4. At the time, this review was to be carried out by T&R but responsibility for this task
has since been transferred to the Committee for Economic Development (‘the
Committee’). 3

1.5. The Committee has undertaken a review of the Policy Statement with respect to all
routes to ensure that the Policy Statement as currently worded is still fit for purpose.
As a result, the Committee is recommending to the States the following changes to
the Policy Statement:

a) routes are designated into two types – lifeline (i.e. essential) routes, and all
other routes;

b) all routes apart from lifeline routes will become exempt from licensing;
c) operators and charterers on lifeline routes will still require air transport

licences;
d) where necessary, lifeline routes can be protected through the granting of

Public Service Obligations (‘PSOs’) as used in the UK and throughout the EU –
along with any required funding;

e) funding support for the launch of new routes will be considered in accordance
with the terms of the Committee’s policy statement on such funding.

1.6 Taken together, the Committee’s recommendations equate to a ‘quasi open skies’
approach, whereby a full open skies policy is scaled to reflect the nature of the Island
and the unique demands of its economy and population.

2. Background and strategic context

2.1 The importance of air connectivity for Guernsey’s economy and society continues to
be recognised by the States of Guernsey. The Policy and Resource Plan Approved by
the States on 8th November 2017 has prioritised the development of Guernsey’s air
and sea links by identifying it as one of its 23 policy priorities:

“It is essential that the island has robust, sustainable, reliable and affordable air and
sea links in order to deliver a dynamic and growing economy. This incorporates
business travel to/from the island, visitor and local travel to/from the island, and the
import/export of freight.

3 This transfer of responsibility was requested by the Policy & Resources Committee and approved by the
Committee for Economic Development (‘C&E’) on 21st July 2016. It was made possible by the changes to the
structure of Government which separated responsibility for the strategic approach to air links (which
continue to rest with the Committee) from the administration of the air transport licensing policy (which now
rests with the Transport Licensing Authority).
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Connectivity to major UK and international airport hubs is also a key requirement for
both business and leisure travellers, and a reliable schedule and frequency of air and
sea services is vital if Guernsey is to facilitate and develop its economic development
opportunities.” 4

2.2. The Committee for Economic Development’s Policy Plan – as approved by the States
of Deliberation in June 2017 – contains the following ‘critical’ objective:

“Provide support to the maintenance and expansion of air and sea links so that
Guernsey is well connected with the UK and Europe.” 5

2.3. At its June 2017 meeting, the States of Deliberation further acknowledged the
significance of Guernsey’s air links for the Island when it approved the Policy &
Resources Committee’s proposal that ‘Strategic Air and Sea Links Infrastructure’
should be included as a pipeline project within the States’ Capital Portfolio. 6

2.4. The Committee has noted the Policy & Resources Committee’s recommendations
arising from the Strategic Review of Aurigny, and has considered these as part of its
review.

3. Current approach to Air Transport Licensing Policy

3.1 Air transport licenses cover the transport of both passengers and freight.
Applications for air transport licences must be considered and determined by the
Transport Licensing Authority, which must demonstrate that it took the Policy
Statement into account when determining an application. The Policy Statement is,
therefore, a key lever through which the States can facilitate the maintenance and
development of Guernsey’s air connectivity, for the benefit of both Islanders and the
economy.

3.2 Some of the key provisions of the existing Policy Statement include:

a) In considering applications, a view will be taken as to the extent to which the
proposed service will, or will not, be in the best interests of the users of the
Island’s air transport services and thereby also the best interests of the Island;

4 States of Guernsey, The Policy and Resource Plan, p4, November 2017. Available from:
www.gov.gg/policyandresourceplan
5 The Committee for Economic Development Committee Policy Plan, available from:
https://www.gov.gg/CHttpHandler.ashx?id=107763&p=0
6 See the resolutions arising from Billet d’État No. XII, dated 23rd May, 2017 (Policy and Resource Plan –
Phase 2); available from: www.gov.gg/CHttpHandler.ashx?id=108566&p=0
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b) Certain benefits, particularly with regard to cost and consumer choice, can
result from appropriate competition between different destinations and/or
carriers.  Competition could, therefore, be inter-route or intra-route;

c) Competition is not the sole determining factor, and the potential benefits of
lower costs and more consumer choice need to be balanced against the
requirement for regulation to safeguard the interests of users and, where
appropriate, Island residents;

d) Generally, the best interests of users, particularly in regard to cost and
consumer choice, are enabled by active competition between operators.
Where such competition is intra-route, it should be able to stimulate the
route in question. However, it should not discourage active, long-term
development of that route. Where such competition is inter-route, it should
be able to generate lower fares on those routes and offer consumers a choice
of route;

e) There is a particular concern to ensure that scheduled air services are
maintained at a sufficient level, throughout the year, to ensure the economic
and social sustainability of the Island;

3.3 One of the main aims of the Policy Statement is to maintain and protect the Island’s
air links with London, with particular reference to hub airports.

3.4 As well as the licensing of air routes, financial start-up support will be considered for
new routes.  Upon request to the Committee, support may be granted in accordance
with the terms of the Committee's policy statement on such funding (this is further
discussed in Section 6).

4 Proposed Changes to Air Transport Licensing Policy

4.1 As mentioned earlier, when the Air Transport Licensing Policy Statement was last
updated in 2013, the States requested that the effect of the new Policy Statement
be monitored and reported back to the States in 2017. While the 2013 update
focussed on the Gatwick route, the Committee considered it wise to review the
Policy Statement in its entirety and with respect to all routes. 7

4.2 Consultants Frontier Economics (‘Frontier’) were asked to advise the Committee on
reviewing the Policy Statement. Their work was informed by case studies from a
number of jurisdictions, together with its engagement with senior representatives

7 While it was the Committee’s intention to submit this policy letter in 2017, it was delayed to ensure
thorough consultation and engagement with a number of key stakeholders.
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from a range of airlines (both local and non-local). The summary of Frontier’s report
is enclosed in Appendix 3.

4.3 With Frontier’s recommendations in mind, the Committee is of the view that the
Policy Statement should evolve in order to best serve the aspirations of the Policy &
Resource Plan with respect to developing Guernsey’s air connectivity.

4.4 The Committee believes that air routes between Guernsey and the British Isles
should fall into two distinct and mutually exclusive categories, each characterised by
a different regulatory approach:

a) Lifeline routes are routes that are:
 Deemed to be essential for economic and/or social reasons;

and
 which would not be sustainable without some degree of

government intervention and/or ongoing financial support.

They should therefore remain subject to air transport licensing, in order to
ensure that the air service provided meets the needs of the island that they
serve.

b) All other routes add a level of additional choice and connectivity for
residents. In order to encourage new route development and innovation, and
also to reduce the administrative burden on both airlines and the States of
Guernsey, these routes should be made exempt from air transport licensing.

Lifeline Routes

4.5 The air transport licences issued to operators of lifeline routes will – where
appropriate – continue to contain minimum service level criteria, including service
frequency, timings and aircraft passenger capacity.

4.6 Where a lifeline route is not commercially viable given the minimum service levels
and aircraft type expected by the community that it serves, the Committee will have
the ability to create a Public Service Obligation (PSO) for that route, supported by
some funding as appropriate.

4.7 PSOs are used frequently in the European Union for air routes to peripheral regions
and islands. They provide a chosen operator – appointed through a competitive
tender process – with grant funding and exclusive rights to operate a route, subject
to an agreed service level and for a defined period of up to 5 years.
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4.8 In order to offer prospective bidders as much certainty as possible with respect to:

(a) whether an air transport licence will be granted to the successful bidder on
such routes, and

(b) whether additional air transport licences are likely to be granted to other
operators on such routes,

the Committee proposes that the Policy Statement be amended to make clear the
protection afforded by the Policy Statement to routes designated as lifeline routes.
(The amended Policy Statement is appended to this Policy Letter.)

4.9 Recommendation 1: The Committee should designate certain air transport routes
as lifeline routes.

4.10 Recommendation 2: Operators serving lifeline routes should remain under the
obligation to hold an air transport licence.

4.11 Recommendation 3: The Policy Statement should be amended to make clear the
protection afforded to designated lifeline routes through a PSO, where necessary.

All other routes

4.12 The Committee is of the view that a new ‘open skies’ approach should be adopted
for all routes that are not lifeline routes (i.e. letting airlines operate services on these
routes without the need to apply for an air transport licence).

4.13 The Committee believes that this change in policy represents a more proportionate
approach to regulating air services. It will also align Guernsey more with the ‘open
skies’ approach adopted by most other countries and jurisdictions (including Jersey
and the Isle of Man), and will reduce the administrative burden on airlines.

4.14 Ultimately, it is hoped that this approach will facilitate new route development and
encourage the creation of innovative solutions to meeting travellers’ needs.

4.15 Recommendation 4: Operators serving routes that are not designated as lifeline
routes should be exempted from the requirement to apply for a Guernsey air
transport licence.
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5 Air route classification

5.1 The Committee proposes that the following routes should be classified as lifeline
routes: Guernsey-Gatwick and Guernsey-Alderney.

5.2 This route classification will be reviewed within 5 years, or earlier if significant
changes in market conditions require an earlier review. The Committee will consult
key stakeholders before making any changes to either this route classification
structure or the list of routes contained within each category.

Gatwick

5.3 Gatwick is Guernsey’s most travelled air route and accounts for over one third of
Guernsey flights (37% of total passenger movements). It supports significant
resident travel (64% of the route’s passengers are residents) and enables frequent
business travel to London. It is the second most important destination for non-
urgent medical trips funded by Social Security (1,124 movements in 2016), and is
also important for leisure travel by both residents and visitors.

5.4 Overall, Gatwick is essential for Guernsey’s economic prosperity, important for
residents’ social wellbeing and useful for their healthcare needs. This makes the
Gatwick route a lifeline route for Guernsey.

5.5 In the Treasury and Resources Department’s (T&R) 2013 Policy letter, the States
approved the proposal that a number of key performance indicators (KPIs) for the
Gatwick route should be established, in order to track Aurigny’s performance as the
sole operator of this crucial route. The KPIs relate to seat capacity, service reliability
and affordable fares.

5.6 A review of these Gatwick route KPIs since 2014 is included in Appendix 1. This review
concludes that, so far, the States’ aim to maintain and protect the Island’s air links to
London Gatwick through the current Policy Statement with respect to that route has
been achieved.

5.7 Consequently, the committee has concluded that the current air transport licensing
policy for the Gatwick route does not need to be amended and should continue as it
is for the time being.

5.8 Another review of the Policy Statement with respect to the Gatwick route should be
undertaken by the Committee within five years in order to ensure that this remains
the best approach for the Island.
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5.9 Recommendation 5: The Policy Statement with respect to the Gatwick route does
not need to be further amended at this time. This should be reviewed within a
period of five years by the Committee for Economic Development, and presented
to the States of Deliberation by the end of 2023.

Alderney

5.10 Alderney has one scheduled air route to Guernsey licenced under the Guernsey
licencing regime. This route carried 30,870 passengers in 2017 – representing a 16%
decline since 2013.

5.11 Alderney’s Guernsey air route represents an important social link for Alderney’s
residents. It is also essential for ensuring that Islanders have access to those medical
services that are not available on Alderney. (In 2017, 2,669 passengers used the route
to attend scheduled medical appointments in Guernsey.  In addition, there were 55
unscheduled charter transfers for patients needing urgent medical care.) 8

5.12 This route is understood to be substantially loss-making for Aurigny. Given the
Island’s population and service level requirements, it does not appear to hold the
potential to be profitable. Consequently, the Committee recommends that the
Alderney-Guernsey route be provided through a Public Service Obligation, to ensure
value for money, as well as greater transparency and accountability than the current
Memorandum of Understanding allows. Any required funding for the PSO will be
provided through General Revenue.

5.13 It is intended that the PSO will comprise two elements:

a) A scheduled passenger service for regular travellers and Islanders attending
scheduled medical appointments; and

b) A patient charter transfer for patients needing urgent medical care.

5.14 Alderney also has a scheduled route to Southampton which is understood to be an
important economic enabler for Alderney, as the route of choice for visitors to the
Island. It is also a valued direct link back to the UK for many of its residents carrying
23,692 passengers in 2017– a 10% decline since 2013.

5.15 It is important to note, however, that, unlike the Alderney-Guernsey route, the
Alderney-Southampton route is outside of the scope of Guernsey’s Air Transport
Licensing policy.  Nevertheless, the Committee will consider including this route in
the PSO, as there are likely to be economies of scale arising from the operation of

8 Source: Committee for Health and Social Care.
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two routes versus a single one. Dialogue will need to take place between P&R and
the States of Alderney regarding their respective contributions for the funding for
this route.

5.16 Engagement with the States of Alderney, the Policy & Resources Committee, the
Committee for Health and Social care, and the Committee for Employment and Social
Security is ongoing regarding the terms of the PSO. Assuming States approval of a
PSO for the Alderney-Guernsey route, the Committee for Economic Development will
be in a position to issue the PSO to market shortly after this decision is made. The
Committee would then aim to appoint a preferred operator during the second half
of 2018, in time for a spring / summer 2019 service launch.

5.17 Recommendation 6: A Public Service Obligation (PSO) should be established on the
Alderney-Guernsey route.

5.18 Recommendation 7: Although it is not subject to Guernsey Air Transport Licensing,
the Alderney-Southampton route will also be considered for inclusion in the scope
of the PSO. This will be subject to agreement between the Policy & Resources
Committee and the States of Alderney with respect to the source of funding for this
route.

Southampton

5.19 Southampton is Guernsey’s second most travelled route (after Gatwick), with
117,599 passenger movements in 2017. It carries over three quarters of non-urgent
medical trips funded by Social Security, owing to Guernsey’s relationship with the
Wessex region for medical care (6,593 movements, 77% of all non-urgent medical
trips in 2016), and is therefore of high importance for Guernsey residents’ healthcare
needs. Southampton is also the main airport for emergency (non-scheduled) charter
medical flights (representing 70% of all emergency medical flights in 2016).   Over
half of Southampton passengers are residents, and it carries the most connecting
passengers after Gatwick (8,072 in Q2-Q4 2017).  Southampton is also important for
leisure travel by both visitors and residents.

5.20 At the suggestion of the Committee for Health and Social Care and for Employment
and Social Security, the Committee considered Southampton for inclusion in the
lifeline category.

5.21 Unlike Gatwick, Southampton airport is not significantly slot-constrained.
Furthermore, given the size of the route and its long history, there is no evidence to
suggest that it is not commercially viable. Therefore, in the event that the current
incumbent ceased serving the route, it is highly likely that one or more alternative
operators could be found to ensure service continuity, either on the same route or
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using an alternative nearby airport (e.g. to Bournemouth). Consequently, it would be
difficult to justify any protection from competition for the incumbent operator
through licensing at this time. Moreover, competition would provide increased
choice and (in all likelihood) lower prices for travellers.

5.22 In addition, the year-round services currently provided by the incumbent by far
exceed the minimum number of daily rotations that are stipulated in the extant
licence. Therefore, there is no rationale for retaining the current formal minimum
service requirements – which would apply to both the incumbent and any potential
competitors – through licensing on this route.

5.23 Nevertheless, the Committee will review the performance of the route on an ongoing
basis, and the option to add Southampton to the list of lifeline routes remains
available if appropriate in the future.

6 Air Route Development Support Policy

6.1 The Committee is of the view that funding should be considered in certain cases to
support routes which otherwise would not be started and/or sustained. Such funding
will be in addition to any discounts provided by STSB on airport fees and charges for
new routes.

6.2 Lifeline routes requiring a PSO may receive an annual level of grant funding, subject
to the terms of the contract agreed with the chosen operator which would normally
cover a period of up to 5 years.

6.3 As for all other routes requiring start-up funding support, the Committee will
consider providing this via the Future Guernsey Economic Fund, subject to a positive
economic cost-benefit analysis, and in accordance with the terms of the Committee's
policy statement on such funding. 9 Routes which have the potential to significantly
contribute to the Island’s economy and connectivity will be prioritised.

6.4 Guernsey-Heathrow is one route which the Committee would be particularly keen to
see launched. In 2016, the UK Government approved a third runway at Heathrow
airport, with an emphasis on more direct flights to UK destinations. In its Bringing
Britain Closer document published in September 2017, Heathrow Airport expressed
its commitment to supporting UK domestic connectivity, and identified Guernsey as
one of a number of potential new destinations on its indicative route development

9 The Committee’s policy with respect to air route development support can be found here:
https://www.gov.gg/article/160441/Support-for-new-air-routes
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map. 10 Heathrow would provide a valuable additional London link and would
complement the Gatwick route by offering significant additional choice for onward
long haul connectivity (over 90 new cities and over 30 new countries), which would
benefit – among others – Guernsey’s financial services sector.

6.5 Recommendation 8: The States are asked to note the Committee’s policy for
considering the provision of air route development support for new routes.

7 Conclusions

7.1 Through its recommended changes to the Policy Statement together with the Air
Route Development Support Policy, the Committee for Economic Development
proposes to evolve the States’ approach to air transport licensing and air route
development, in order to ensure that Guernsey is best placed to fulfil its air link
connectivity aspirations, as detailed in the Policy & Resource Plan.

8 Propositions

8.1 The Propositions have been submitted to Her Majesty’s Procureur for advice on any
legal or constitutional implications.

9 Committee Support for Proposition(s)

9.1 In accordance with Rule 4(4) of the Rules of Procedure of the States of Deliberation
and their Committees, it is confirmed that the Propositions were supported by a
majority of the Committee.

9.2 Deputy Parkinson, the President of the Committee for Economic Development, opted
not to participate in the decision on the Policy Letter and Propositions in order to
ensure that there would be no perception of a conflict of interests, given his role at
the time as the President of the States’ Trading Supervisory Board.

9.3 Deputy Mooney has confirmed that he does not support the propositions which, in
Deputy Mooney’s view, grants protection to Aurigny on the Gatwick route.

10 See p 7 of Bringing Britain Closer, Heathrow Airport, 2017. Available from: https://your.heathrow.com/wp-
content/uploads/2017/09/Bringing-Britain-Closer-FINAL.pdf
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Yours faithfully

Charles Parkinson
President

Andrea Dudley-Owen
Vice-President

Joseph Mooney
David De Lisle
Dawn Tindall
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APPENDIX 1 - Review of the performance of the London Gatwick route

i. In the Treasury and Resources Department’s (T&R) 2013 Policy letter, the States
approved the proposal that a number of key performance indicators (KPIs) for the
Gatwick route should be established, in order to track Aurigny’s performance as the
sole operator of this crucial route. The KPIs relate to seat capacity, service reliability
and affordable fares.

KPI 1: Seat capacity, passengers and load factors

ii. Chart 1 depicts the total seat capacity on the Gatwick route over the past decade.
There was a notable step change in capacity in the years following Flybe’s exit from
the route in April 2014. While Aurigny’s purchase of the Embraer 195 jet allowed it
to increase its capacity on the route within the constraints of its slot allocation, this
is still short of its former level in a dual provider setting. 11 Capacity fell from around
530,000 by approximately 107,000 seats (or 21%) in 2014, and has remained stable
since, at around 410,000 seats (the average for 2014-17). This is in accordance with
the capacity levels which T&R anticipated could be provided by Aurigny in its
aforementioned 2013 policy letter.

Chart 1: Gatwick route capacity 12

iii. Chart 2 depicts passenger numbers and passenger load factors over the same
period.  Since 2014, there has been a slight downward shift in the number of
passengers using the Gatwick route, combined with a marked improvement in
passenger load factors – the proportion of seats on the aircraft which are filled on
average over a calendar year.

11 Aurigny has historically held 6 weekday slots at Gatwick, reducing to 5 at weekends.  It has recently been
able to acquire a seventh slot on Fridays and a sixth on Saturdays (both in winter only).

12 Source: Adapted from Billet XXIII, 2013 (2006-12) and Guernsey Airport data (2013-16).
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Chart 2: Gatwick route passengers and load factors 13

iv. Pre-2014, passengers on the route stood at around 345,000 (average for 2006-13).
After Flybe’s exit from the route, passenger movements declined by approximately
40,000 passengers (or 11%) in 2014, and settled at around 310,000 (the average for
2014-17). As for load factors, they increased from around 67% (average for 2006-
2013) to 76% (average for 2014-17).

v. It is worth noting that the reduction in passenger movements to Gatwick was partly
offset by the launch of the London City route in September 2014 – which in 2016
carried over 26,000 passengers – until it was withdrawn in October 2017.

KPI 2: Fares

vi. Table 1 shows Aurigny’s performance against its fare targets for Gatwick, which are
set annually by the States Trading Supervisory Board (‘STSB’).

vii. The latter has advised that the original target in 2014 of 60% of fares available at
£65 or less reflected Aurigny’s average fare on the route of £63 when it was
competing with Flybe in 2012.  Subsequent increases in the target fare were based
on the headline rate of inflation (RPI) and exceptional increases in passenger and
landing charges at Gatwick Airport.

viii. In the four full calendar years following the T&R States report (2014-2017), Aurigny
has consistently exceeded its minimum fare targets, by between 2 to 7 percentage
points.

13 Ibidem.
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Table 1: Gatwick route fare targets 14

Year Key Performance Indicator Target Actual

2014
60% of fares on Gatwick available
at £65 or less (excluding UK APD)

60% 67%

2015
63% of fares on Gatwick available
at £67 or less (excl. UK APD)

63% 70%

2016
63% of fares on Gatwick available
at £69.50 or less (excl. UK APD)

63% 69%

2017
63% of fares on Gatwick available
at £69.50 or less (excl. UK APD)

63% 65%

KPI 3: Service Reliability

ix. Table 2 provides information on the reliability of Aurigny’s Gatwick service. Over
the past four years, Aurigny has operated between 98% and 99% of its scheduled
flights to Gatwick. In that period, between 77% and 87% of these were on time.
This compares well to the average on-time departure performance of all operators
at Gatwick Airport, which ranged between 61% and 86% over the same period 15.

Table 2: Service reliability 16

2014 2015 2016 2017

Scheduled Flights 3,994 4,055 4,054 4,097
Cancelled 1.3% 1.0% 2.0% 2.0%
Operated 98.7% 99.0% 98.0% 98.0%
% of operated that were: On time 87% 80% 80% 77%
% of operated that were:  Delayed (>15mins) 13% 20% 20% 23%

x. In conclusion, the 2013 amendment to the Air Transport Licensing Policy Statement
sought to maintain and protect the Island’s air links with London Gatwick. These
route KPIs relating to seat capacity, fares and service reliability suggest that, so far,
this has been achieved.

14 Source: States Trading Supervisory Board (STSB).
15 Source:  Civil Aviation Authority.
16 Source: Aurigny.
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COMMITTEE FOR ECONOMIC DEVELOPMENT
AIR TRANSPORT LICENSING (GUERNSEY) LAW, 1995

POLICY STATEMENT

This policy statement is the Committee for Economic Development’s published policy in
relation to the licensing of Guernsey’s air transport services as prepared by the Committee
and approved by the States of Deliberation as from time to time amended or replaced (with
or without modification) by Resolution of the States.  This policy statement replaces that set
out on p. 405 et seq of Billet d’État XXIII of 2013.

1. Services on essential lifeline routes (as defined by Regulations) between
Guernsey and another point in the British Isles, where the aircraft is carrying
passengers or cargo for hire or reward, will be subject to a Guernsey air transport
licence being granted – in addition to the appropriate licence(s) or permission(s)
required by the home State of the operator. However, some aircraft or classes
of aircraft may be exempt from the need to obtain such a licence (e.g. emergency
flights, technical stops, and air taxis (the latter is defined in the Regulations made
in 2001)). For clarity, the British Isles (in this context) comprises the United
Kingdom, the Isle of Man, and the Channel Islands.

2. Under these arrangements, the Director of Civil Aviation’s professional opinion
will be accepted for determining the fitness and technical capabilities of
individual operators. Applicants will be required to provide evidence of meeting
the minimum insurance cover requirements imposed by the State of the
Operator, or the State of Registry, as the case may be.

3. When applications for a licence are considered, in accordance with the
requirements of insular legislation, a view will be taken as to the extent to which
what is proposed will, or will not, be in the best interests of the users of the
Island’s air transport services and thereby also the best interests of the Island.

4. Every air transport licence application is considered on its own merits.

5. Certain benefits, particularly with regard to cost and consumer choice, can result
from appropriate competition between different destinations and/or carriers.
Competition could, therefore, be inter-route or intra-route.

6. Competition, however, is not the sole determining factor and the potential
benefits of lower costs and more consumer choice will need to be balanced

APPENDIX 2
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against the requirement for regulation to safeguard the interests of the users of
the air transport services and, where appropriate, Island residents.

7. Consideration will be given to the likely short-term and long-term advantages
and disadvantages that would result from the provision of the proposed services.

8. The interests of the users of passenger air transport services may be summarised
as follows:-

(i) for locally-based leisure and business travellers, the requirement is for
sufficient capacity on a daily year-round basis to provide for on-demand
travel at reasonable cost on services linking the Island with a number of
centres of population in the British Isles, and in particular with airports able
to provide interlining links with European, Intercontinental and United
Kingdom domestic air services.  In this respect direct air links with London
hub airports, particularly London Gatwick, are considered to be of
paramount importance;

(ii) for tourists to Guernsey, the need is for sufficient capacity at the lowest
possible fare on direct services from multiple points of origin within the
British Isles.  The available air transport services should, wherever possible,
allow tourists to make the choice between their own independent travel
arrangements or packages offered by tour operators or agents;

(iii) for users of the Gatwick route, as detailed in paragraph 18; and

(iv) for users of the essential, lifeline, routes,  as detailed in paragraph 19.

9. The interests of the users of cargo air transport services may be summarised as
follows:-
the requirement is for sufficient capacity on a daily year-round basis to provide
for on-demand transport of cargo at reasonable cost on services linking the
Island with a number of points in the British Isles, and in particular with airports
able to provide interlining links with European, Intercontinental and United
Kingdom domestic air services.

10. Subject to paragraphs 18 and 19, the best interests of users, particularly in regard
to cost and consumer choice, are generally enabled by active competition
between air transport operators.  Where such competition is intra-route, it
should be able to stimulate the route in question.  However, it should not
discourage active, long-term development of that route.  Where such
competition is inter-route, it should be able to generate lower fares on those
routes and would offer consumers a choice of route. Each route should be
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provided with a suitable standard of service, by the airline(s) operating on it, to
satisfy all main categories of user throughout the year.  The services provided
should also have continuity over a period of time.

11. There is particular concern to ensure that scheduled air services are maintained
at a sufficient level, throughout the year, to ensure the economic and social
sustainability of the Island.  Air transport links with the United Kingdom are
particularly important in this regard.  Additionally, scheduled services are
important for health/medical, educational and business requirements.  Charter
air services, or other short-term operations, could be detrimental to the
provision of scheduled air services on any particular route and that year-round
scheduled services are generally of paramount importance.

Scheduled Air Services

12. Subject to paragraph 19, the main aims, in respect of scheduled air services, are
to:-

(i) maintain year-round scheduled services of sufficient capacity to cater for
all user categories;

(ii) secure the provision of sufficient capacity throughout the year to cater for
the needs of the tourism industry;

(iii) secure the lowest fare structure consistent with viable operations;

(iv) obtain continuity of service from year to year, with the airline or airlines
operating on a route being in a position to develop the service for the
benefit of all categories of user;

(v) facilitate point-to-point travel and interlining opportunities;

(vi) secure the highest possible standard of service;

(vii) maintain and protect the Island’s air links with London, with particular
reference to hub airports and, in respect of the Gatwick route, in
accordance with paragraph 18.

13. Certain applications could have a potential impact on the incumbent operator.
There may be occasions when more than one airline applies to operate the same
route. In considering such applications, particular reference will be made to :–
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(i) the number and nature of aircraft in an airline’s fleet, with particular
concern for the back up arrangements that could apply to the route;

(ii) the ability of an airline to replace the capacity provided by an incumbent
operator, should the introduction of further competition lead to the
withdrawal of the latter from the route, in part or in whole;

(iii) an airline’s performance on other routes (e.g. punctuality, customer
service);

(iv) evidence of an ability to maintain continuity of service from year to year
(i.e. the ability to withstand difficult trading conditions that might occur);

(v) an ability to expand operations through a successful marketing campaign
and to cope with the traffic growth generated thereby; and

(vi) the fare structure and level.

Charter Air Services

14. Charter services can be beneficial, particularly for the tourism industry.  The
interests of the tourism industry and tour operators can be served by continuity
of those services from year to year.

15. For routes that do not have a year-round scheduled service, charter licence
applications will normally be granted.

16. Year-round scheduled services are important.  Summer-only, or other short-
term, services on any particular route could adversely impact or totally eliminate
regular year-round services on that route or nearby routes.

17. The extent to which charter flights or other short-term operations would impact
on scheduled services will be considered.  Charter flights can impact on
scheduled services –

(i) by reducing the profitability of the scheduled services to such an extent
that the latter becomes reduced in scope, particularly during less-
profitable or off-season months;

(ii) by discouraging the development of air services provided by the scheduled
operator(s) on the route.
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London Gatwick

18. In light of the importance of the Gatwick route to the island, and the volatility of
services thereon, when considering any new application to operate on the route,
the Authority must have regard to the following matters:

(i) the investment by the incumbent operator(s) on the route,

(ii) the level of service and reliability of the incumbent operator(s) on the
route, and

(iii) the effect on the incumbent operator(s) of granting such application,

where an incumbent operator offers a good level of service and will be
prejudiced by the granting of such application, the presumption will be that such
application will be refused to safeguard the existing service on this lifeline route.

Lifeline routes on which a Public Service Obligation has been imposed

19. Where it is necessary for the economic and social development of Guernsey that
a public service type obligation (PSO) be imposed on scheduled services on a
route to/from Guernsey and where the Committee designates such a route as a
lifeline route, the Authority shall grant a licence only to the operator who is to
perform that route in accordance with the terms and conditions of the PSO.
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The Committee for Economic Development (CfED) is reporting back to the States this year on
whether or not to maintain the current Air Transport Licensing (ATL) policy arrangements

Guernsey is unusual in having an ATL regime - the policy is guided by a number of issues:

 Concern that the free market may not deliver beneficial outcomes for Guernsey, especially regarding the Gatwick route.
 The Billet D’Etat (XXIII 2013) which was approved to amend the ATL Policy Statement to provide greater security on the

Gatwick route also included provision to:
 monitor and review the effect of the revised ATL Policy Statement*; and
 report back to the States in 2017 with recommendations on any further amendments it may require in light of that

review.
 CfED’s objectives relating to air links and air transport performance**.

* States of Guernsey, Air Transport Licensing (Guernsey) Law, 1995, Policy Statement – Approved by the States of Guernsey on 27 November 2013
https://www.gov.gg/CHttpHandler.ashx?id=102858&p=0).

** States of Guernsey Scrutiny Committee. Security of Strategic Air links. Scrutiny Review: November 2015 .

CfED will use this study to
review the Air Transport

Licensing Policy Statement
and report back to the States

later this year with
recommendations for any

further amendments
(following those made in

2013*)

… we have been asked to consider the options for ATL reform and analyse the economic trade-offs

1. Map out the options for ATL policy;
2. Provide a high level economic assessment of the key advantages and disadvantages of

each option;
3. Provide an indication of the effect of each option on a range of economic and social

objective metrics; and
4. Ensure the analysis is forward looking and future proofed.

 Airline interviews – in-depth interviews and email exchanges with a number of airlines
(including those serving and not serving Guernsey).

 Stakeholder interviews (in particular senior staff of CfED, Guernsey Airport, the States
Trading Supervisory Board and the Transport Licensing Authority).

 Desk research, data analysis and literature review; and
 Five detailed case studies covering ATL regimes in comparable jurisdictions (Jersey, Isle of

Man and Bermuda) and the use of Public Service Obligations (PSOs) in Norway and the
Highlands and Islands of Scotland.

The
objectives of

our study
were four-fold

Our analysis
was informed
by a number
of strands of

evidence
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We also reviewed and sought views on the current ATL process

0 -1 weeks
All applications
Airline applies to TLA
for a route licence and
application published in
La Gazette Officielle
and CAA Official
Record

<6 months
Contested applications
Decision taken for
contested applications and
licence awarded (if
decision to approve).

2-3 weeks
All applications
Statutory period for the receipt
of representations

4 to 5 weeks
Non-contested
applications
TLA determines the
application against
Policy Statement

 The TLA is comprised of  up to seven members (five elected
politicians and up to two non-voting members appointed by the
committee who shall not be members of the States).

 It has responsibility for determining applications for air route licences*.
 Non-contested ATL applications are usually processed in 4-5 weeks,

whereas a contested application can take up to 6 months to process

* Air Transport Licensing (Guernsey) Law , 1995 Policy Statement Approved by the States of Guernsey on 27 November 2013 (see
https://www.gov.gg/CHttpHandler.ashx?id=102858&p=0).
** See States of Guernsey Scrutiny Committee. Security of Strategic Airlinks. Scrutiny Review: November 2015
*** https://www.gov.gg/CHttpHandler.ashx?id=102856&p=0

 Our examination of the TLA’s licence data shows that nine
out of ten licence applications are approved.

 In addition, some airlines have been granted air route
licences to operate a route but then do not, suggesting that
the licensing process is not the main or only barrier to route
development.

 Most airlines we consulted were satisfied with the current
process, but Low Cost Carriers (LCCs) said they would be
deterred by anything other than the lightest touch licensing
regime/open skies.

 A number of stakeholders and airlines told us that the
decision-making could be more systematic, better informed
and transparent. The TLA has published guidelines on this
***.

Any changes to the ATL policy statement should aim to clarify and simplify the task of
determining licensing applications

 Whilst there is some guidance** which states that the TLA has mandated responsibility for
determining applications for route licences, and the TLA has since set out details of the
application process and its procedures***, there is scope to further define the discrete
responsibilities of the TLA and CfED and create greater levels of certainty and incentives to
encourage airlines to operate into Guernsey.

 To assist this we recommend that CfED's role continues to be one of strategic route
development and its supporting policy and the TLA's role non-strategic.

 We also recommend that the ATL policy statement should set out a measurable and finite set
of conditions that successful applicants would need to satisfy, thus removing any ambiguity
from the point of the airline and clearly defining the decision making process of the TLA.

4-5 weeks
Contested applications: The TLA decides whether or not to hold a hearing (at its discretion). If a
hearing is not held, the TLA will determine an application against the Policy Statement and any
representations. If a hearing is to be held, the TLA will negotiate with relevant parties on timing, but
will ultimately set a date. This could be a number of months after the date of an application. The TLA
will determine an application after a hearing against the Policy Statement and any representations
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We have developed an air route decision making logic model to predict whether Guernsey
and Alderney will be made better or worse off by changing the ATL regime

Drivers Outputs Outcomes Impacts

ATL regime:
- e.g., open skies, route

licensing, PSO,
monopoly licensing

Guernsey policy
(Economic, Population,
Tourism, Fiscal)
Sealinks,Fiscal policy

G/A airport fees

G/A airport investment
(e.g., runway expansion)

Barriers to entry
- Route specific aircraft

requirements
- Sunk costs

Global economy

Oil prices

Passenger demand

Route profitability

Flight
frequency

Ticket
prices

Inter and intra-route
competition

Service quality
- Reliability
- Customer service

Capacity

No.
routes
served

Guernsey visitor
numbers

Business investment

Guernsey residents’
well-being
- health
- education
- leisure

Alderney residents’
well-being
- health
- education
- leisure

States of Guernsey
income and
expenditureStates’ ownership of

Aurigny

Other airport fees

Jersey’s air links

G/A population

Tourism investment

The ATL
regime is one
of the drivers
that affects
whether and
how
Guernsey’s air
routes are
operated

Other drivers
include
investment in
Guernsey’s
runway, the
global
economy and
the Tourism
Strategic Plan

We examine
what happens
to these
outputs,
outcomes and
impacts if the
ATL regime is
changed (e.g.,
what happens
to route
profitability and
passenger
numbers if the
Gatwick route
ATL regime is
changed to one
of light touch
licensing?)
We also look at
whether any
other drivers
have a
significant
impact
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We considered the full spectrum of ATL options drawing on our research and evidence
from case studies…

Open Skies
Allows any EU airline to operate a scheduled or charter service between
any point in the EU and Guernsey, without the need  for a licence.
Would apply to all of Guernsey’s air routes (except for lifeline* routes).

1

Light-touch
route
licensing

A route specific “quasi open skies” licensing arrangement.  Airlines have to
apply for a route licence but this is granted automatically (provided
minimum safety and regulatory conditions are fulfilled). Does not have to
apply to all routes.

2

Licensing with
risk mitigation
for operators

Airlines would need to apply to the States for a route licence. The
licence itself may or may not specify minimum service conditions, be
time limited, and could be complemented by separate route
development support.

3

“PSO-type”
licensing
arrangement

Competitive market solution to supporting lifeline routes. Airlines bid
for licence to operate route for 3-5 years with set operating
conditions. Success driven by the number of bidders.

4

Fully liberalised

Least liberalised
State monopoly
provision

Non competitive route licensing that awards exclusive access to an
airline (usually State owned).

5

* We define lifeline routes as thin routes, critical to the economic and/or social well-being of Guernsey or Alderney where the barrier to entry is route
profitability.  See also Article 16 of Council Regulation (EC) No. 1008/2008 and http://www.airneth.nl/activities/details/article/european-experience-with-
direct-subsidisation-of-air-services/ for a further discussion of lifeline routes.
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…and found that the economic trade-offs and ATL response depend upon the type of
route (evidenced by our logic model analysis and airline interviews)

Policy intervention
required to remove a

barrier to entry

‘Lifeline routes’* (Alderney)
 Thin routes, critical to the economic and/or

social well-being of Guernsey or Alderney
where the barrier to entry is route profitability

 The key aim of the ATL regime is to make
the route attractive to airlines through for
example subsidy provision

‘Development routes’
For new routes, the key aim of the ATL regime
may be route development support or if this is
developed separately, it should be as light touch
as possible to promote entry
 In either case, the ATL regime should support

the overarching strategic aim to develop the
route (through free market competition or
supporting an appropriate airline).

Critical route
(vital to the economic or social well-being

of Guernsey or Alderney)

Non-critical route
(not vital to the economic or social well-

being of Guernsey or Alderney)

No intervention required to
remove barriers to route

entry.

Strategic routes (Gatwick, Jersey**,
Southampton***)
[** facilitates inter-island business - without the
link some Guernsey businesses may relocate]
[***enables access to vital health services]
 Evidence that the free market is able to

provide a ‘minimum service level’ without the
need for a subsidy (but intervention may be
required to protect Gatwick slots)

‘Other routes’ (Birmingham, Exeter, Bristol,
East Midlands, Norwich, Stansted,
Leeds/Bradford, other ‘non-development’ new
routes)
 No strong reason for policy intervention on

these routes even if the free market would not
operate these routes.

 The key aim of the ATL regime is to be as light
touch as possible to promote route entry to
carriers

* In the UK, definition of the type of route that warrants PSO status is best conveyed by the term “life-line” i..e., “a route serving a peripheral or development region in its territory” or
on “a thin route to any airport in its territory” where the route is considered “vital for the economic and social development of the region which the airport serves”. Sources: Article 16
of Council Regulation (EC) No. 1008/2008 and http://www.airneth.nl/activities/details/article/european-experience-with-direct-subsidisation-of-air-services/
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Proposed
ATL regime

We find that for the Gatwick route Guernsey should benefit from moving to a light touch
“quasi open skies” ATL regime if there is a runway extension (with slot leasing*)

Current ATL
regime

Likely impacts

Gatwick with:
• Runway

extension
• Slot leasing*

From: heavy
touch licensing

To: light touch
(“quasi open
skies”)

Positive Negative Neutral /uncertain

Passenger demand and
profitability will increase and fares
should fall. Increased visitor
numbers and well-being

Aurigny exit from the Gatwick
route and potential closure
Cost of runway extension
Less frequent flights

Fewer destinations if Aurigny
ceases to trade.
Schedule should still serve the
business community

From: heavy
touch licensing

No change
recommended

Gatwick with:
• Runway

extension
• No slot

leasing

We recommend no change because, in the absence of slot leasing,  the
current ATL regime is necessary to protect Guernsey’s Gatwick slots

We recommend no change because any move to liberalising the
Gatwick route would probably result in Aurigny closure (and loss of air
route destinations) or a significant increase in States expenditure to

maintain Aurigny (in the absence of Gatwick route profits)

Gatwick with:
• No runway

extension
• Slot leasing*

Gatwick with:
• No runway

extension
• No slot

leasing

We recommend no change because, in the absence of slot leasing,  the
current ATL regime is necessary to protect Guernsey’s Gatwick slots

From: heavy
touch licensing

No change
recommended

From: heavy
touch licensing

No change
recommended

* Slot-leasing is common practice in the airline industry and would be feasible for Aurigny. This is considered by the IoM in their 2013 Open Skies Review. Several
airlines provided us with examples of slot leasing occurring under an open skies regime (details of these arrangements are confidential).
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Proposed
ATL regime

…and for all other routes except Alderney we find that Guernsey should benefit from
changing its ATL regime to a light touch “quasi open skies” regime

Alderney

Development
routes

All other
routes

Current ATL
regime

Likely impacts

Improved route profitability and
competition for the Alderney
route. Potential for lower States
subsidies if sufficient competition
(see case study evidence)

From: light
touch licensing
(+support to
Aurigny)

To: “PSO-type”
regime to
replicate current
service

From: light-
medium touch
regime

To: light touch
(“quasi open
skies regime”)
with route
development
support from
CfED

From: light-
medium touch
regime

To: light touch
(“quasi open
skies regime”)

Positive Negative Neutral /uncertain

If the States provide the aircraft
to increase the number of bidders
this will increase States
expenditure (but this should be
offset by a lower subsidy),

“PSO” licensing conditions can
be set to maintain current service
levels (frequency, pricing,
capacity)

Increased no. of passengers (net
of impact on other routes),
visitors and destinations*.
Capacity and frequency should
improve in the long run.
Improved well-being for
Guernsey residents

Potential for a reduction in
service frequency and/or capacity
if another airline takes over an
existing Aurigny route

Prices may fall if increased
competition between airlines (on
the same route or nearby routes)
Business investment may
increase
States expenditure will fall if route
development costs less than
current support to Aurigny

New entrant airlines may improve
passenger numbers* and route
profitability and some new routes
may develop as airlines seek to
use their spare off-peak capacity
States expenditure will fall as a
result of ceasing to provide
financial assistance to Aurigny to
service these routes

Destination choice , route
longevity and Guernsey well-
being will fall if the free market is
left to serve these other routes
that are currently served by
Aurigny (assuming the States no
longer provide financial
assistance to Aurigny)

Impact on States expenditure and
income dependent upon the level
of assistance provided to Aurigny
to service non-profitable routes –
but in principle this should
decrease

*  Guernsey Air Route Strategy Service Development Project (2016) by ASM Global Route Development Consultants for the Department of
Commerce and Employment
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Overall we recommend that Guernsey adopts a light touch “quasi open skies” ATL regime for
all routes except Alderney and Gatwick (if there is no runway extension), taking into account
some key issues

Development
routes

ATL recommendation

Light touch licensing
regime (“quasi open
skies”)

All other
routes

Light touch licensing
regime (“quasi open
skies”)

Alderney

“PSO type” regime

Gatwick
(runway

extension)

Light touch licensing
regime (quasi open skies)
with slot leasing

Gatwick
(no runway
extension)

Maintain the current ATL
regime

Issues to consider

ATL policy for development routes should focus on minimising barriers to entry. One way to do this is making the
licensing regime as  light touch/attractive as possible to prospective airlines. Another way, illustrated by our Bermuda
case study, is to provide additional separate strategic route development support to  airlines. This support is not
formally linked with the licensing regime and can take the form of marketing support or other financial risk mitigation
measures. The cost of this should be compared with the current cost of supporting Aurigny’s non-profitable services.

There is no economic rationale to provide support to these routes either because the free market is already providing
at least a minimum service level  or because the route does not serve a critical role in supporting Guernsey’s economy
or well-being. A light touch licensing regime will have no or little impact on existing profitable routes such as
Birmingham, but may result in at least some of Aurigny’s currently non-profitable routes being discontinued and a
greater turnover rate of new/ discontinued routes.

A well-designed PSO style arrangement should incentivise the free market to provide an Alderney service, that is
comparable to today’s, at a lower cost. The key risk , illustrated by our Norway and Scotland case studies is  that not
enough airlines will bid for the contract, meaning that those airlines that do bid have little incentive to keep their bids as
low as possible. One way of addressing this could be for the States to provide a suitable aircraft and invite airlines to
bid for an operator contract. Another way could be to relax the PSO licence requirements.

A move to quasi open skies with slot leasing and a runway extension could lead to LCC entry, lower prices, significant
passenger and visitor growth and improved route promotion. Although a LCC may only operate two rotations per day,
evidence from the IoM and Jersey suggests the timetable would support business travellers. The States could lease
the unused slots for other destinations. These benefits should be balanced against the cost of a runway extension and
of States support to Aurigny to maintain its other services.

A move to quasi open skies with slot leasing may result in a regional airline providing better route promotion, slightly
lower fares, some passenger growth and comparable capacity, but  would also result in a lower frequency service, the
loss of Guernsey’s middle of the day slots (unless these are leased for other destinations) and the need for the States
to provide significantly more support to Aurigny to  continue to operate its other services. Without slot leasing it is
unlikely that another airline would try to enter the route, but if they succeeded this could result in Guernsey losing its
slots.
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…and that the roles of CfED and the TLA are more distinct

CfED – strategic focus

 Development routes – route development support
 Alderney – to include PSO design and evaluation
 Gatwick – to be determined

TLA – compliance and administrative focus

 All routes except Alderney and Gatwick –
Automatic granting of licences provided minimum
safety and regulatory conditions met

 Alderney – to include PSO administration and
compliance checks

 Gatwick – to be determined

Our recommendation to move to a quasi open skies arrangement on most routes reinforces a  separation
of tasks between CfED and the TLA.  Whilst CfED should continue to focus upon route development and its
supporting policy, the ATL policy statement and the TLA should continue to have a non-strategic focus, and

aim to minimise any deterrent effect of the licensing process by automatically granting licences provided
minimum regulatory and safety conditions are satisfied.

A similar clear separation of roles should be defined for the Gatwick and Alderney routes once the precise
ATL regime has been agreed upon. For both these routes it is likely CfED will be involved in the airline

selection process and the TLA would issue licences based on these recommendations (provided minimum
safety and regulatory conditions have been met).



THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR THE ENVIRONMENT & INFRASTRUCTURE 
 

REVISED WASTE MANAGEMENT PLAN 
 

The States are asked to decide: - 
 
Whether, after consideration of the Policy Letter entitled ‘Revised Waste Management 
Plan’ of the Committee for the Environment & Infrastructure, they are of the opinion:- 

 
 1. To approve the draft Waste Management Plan, as set out in Appendix 1 to the 

Policy Letter, in accordance with section 31(3) of the Environmental Pollution 
(Guernsey) Law, 2004, which is amended from the Waste Management Plan 
approved by Resolution 1 of 1st August, 2014 on Article IX of Billet d’État No. 
XVI of 2014 to bring it up to date in particular to reflect- 

 
(a) the changes approved to the detail of the Solid Waste Strategy and to 

charging for public waste management facilities by the Resolutions of: 
 

i. 16th February, 2017 on Article III of Billet d’État No. V of 2017, 
ii. 14th December, 2017 on Article XIII of Billet d’État No. XXIV of 2017, and 
iii. 19th April, 2018 on Article V of Billet d’État No. XI of 2018 , and 

 
(b) the decisions on the proposals in relation to the strategy for managing inert 

waste set out in Resolutions 1 – 4 of 14th December 2017 on Article XIV of 
Billet d’État No. XXIV of 2017. 
 

 The above Propositions have been submitted to Her Majesty’s Procureur for 
advice on any legal or constitutional implications in accordance with Rule 4(1) 
of the Rules of Procedure of the States of Deliberation and their Committees. 
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR THE ENVIRONMENT & INFRASTRUCTURE 
 

REVISED WASTE MANAGEMENT PLAN 
 

The Presiding Officer 
States of Guernsey 
Royal Court House 
St Peter Port 
 
11 June 2018 
 
Dear Sir 
 
1 Executive Summary 
 
1.1 The Committee for the Environment & Infrastructure (CfE&I) has given 

consideration to and supported the recommendations made to it by the States’ 
Trading Supervisory Board (STSB) in STSB’s role as the Waste Disposal Authority 
(WDA) in relation to changes to the statutory Waste Management Plan (set out 
in draft at Appendix 1 of this Policy Letter).  

 
1.2 The revisions are to bring the Waste Management Plan up to date with policy 

decisions of the States, including in relation to proposed new waste facilities, so 
that it is revised ahead of those new facilities becoming operational. 
 

1.3 This Policy Letter is presented as a tidying up measure following the Resolutions 
of 14th December 2017 on Article XIV of Billet d’État No. XXIV of 2017. The 
draft Waste Management Plan appended to that Article has been amended to 
reflect those Resolutions, and is included as Appendix 1.  

 
2 Introduction 
 
2.1 The Committee for the Environment & Infrastructure is responsible for waste 

policy and strategy development, and periodic review of the Waste 
Management Plan, following recommendations made to it by the Waste 
Disposal Authority (WDA).  The Committee also advises the States on 
environmental and waste policy matters. 

 
2.2 The States’ Trading Supervisory Board (STSB), as the WDA has various statutory 

functions under the Environmental Pollution (Guernsey) Law, 2004 (‘the Law’).  
The STSB is responsible for the day to day provision of waste and recycling 
services and facilities.  These are delivered through Guernsey Waste and 
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provided principally at operational level by States Works which are both parts 
of the STSB.  The STSB is also responsible for implementation of the States’ 
agreed Solid Waste Strategy. 

 
2.3 This Policy Letter sets out proposed changes to the existing Waste 

Management Plan (WMP), proposed by the CfE&I following recommendations 
by the WDA, as a result of approved changes to the implementation of the solid 
waste strategy and States decisions concerning the future management of inert 
waste. 

 
2.4 Resolution 5 of 14th December 2017 on Article XIV of Billet d’État No. XXIV of 

2017 specifically directs the STSB and CfE&I "to carry out, as soon as reasonably 
possible, any necessary steps required under section 31 of the Law, in order to 
lay before the States a revised draft of the WMP to replace the current WMP 
approved by Resolution 1 of 1st August 2014 on Article IX of Billet d’État No. XVI 
of 2014 to reflect:- 

 
(a) the changes approved to the detail of the Solid Waste Strategy by the 

Resolutions of 16th February 2017 on Article III of Billet d’État No. V of 
2017", and 

 
(b) the above proposals in relation to the strategy for managing inert waste. 

 
2.5 In addition to the above Resolutions, the Resolutions of 14th December, 2017 

on Article XIII of Billet d’État No. XXIV of 2017, and 19th April, 2018 on Article V 
of Billet d’État No. XI of 2018, have also been taken into consideration in 
drafting the revised WMP. 

 
3 Waste Management Plan 
 
3.1 Under the Law, the CfE&I are required to lay before the States a draft WMP. 

The WMP is a statutory Plan which identifies the descriptions and quantities of 
waste for the disposal or recovery of which provision needs to be made, the 
methods and facilities for that disposal or recovery, the estimated costs, and 
arrangements for recovery of costs of the same. 

 
3.2 The WDA are required to perform a set of statutory functions reflected in the 

WMP, including making arrangements for the reasonable provision of sites and 
facilities for the reception and recovery or disposal of waste. The WDA has a 
legal responsibility to consider the ‘Best Practical Environmental Options’ 
(BPEOs) for the recovery or disposal of waste under the Law, and it is also 
responsible for making recommendations to the CfE&I in connection with 
possible amendments to the WMP. Therefore, the process it adopted for 
making recommendations in relation to recommended waste operations and 
facilities reflected its duty to identify best practical environmental options. 
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3.3 The CfE&I has considered and accepted the recommendations made to it by 
the WDA to revise and update the WMP to reflect changes to the Solid Waste 
Strategy approved by the States of Deliberation on 16th February 2017, 14th 
December 2017, and 19th April 2018, and the decisions on proposals in relation 
to the future management of inert waste in accordance with Resolutions 1 – 4 
of 14th December 2017 on Article XIV of Billet d’État No. XXIV of 2017. 

 
3.4 The amended version of the WMP is included in Appendix 1 and is laid before 

the States and recommended for approval. Certain amendments are made to 
reflect changes to terms used in the Law and Plan which have had legal effect 
since December 2015, including the change of name of the plan itself from the 
Waste Disposal Plan to the Waste Management Plan and of the name of public 
waste disposal sites to public waste management sites.  

 
4 Engagement and Consultation 
 
4.1 The WDA consulted with statutory consultees prior to making 

recommendations to the CfE&I in connection with the preparation of the 
amended WMP1 prior to the submission of the draft Waste Management Plan 
appended to Article XIV of Billet d’État No. XXIV of 2017. Feedback received 
was taken into account in finalising those recommendations.  

 
4.2 Subsequently, the WDA has advised that no further material changes to the 

WMP are required affecting waste sites or operations, and therefore no 
additional consultation has been carried out. 

  
4.2 The Law Officers of the Crown have been consulted and have provided advice 

on the drafting of the amended WMP.  This has been key to minimising any 
potential conflicts with the relevant legislation and the statutory WMP. 

 
5 Conclusions 
 
5.1 It is proposed that the proposed Waste Management Plan is revised and 

updated to reflect changes to the Solid Waste Strategy already approved by the 
States of Deliberation, and the Resolutions of 14th December 2017 on Article 
XIV of Billet d’État No. XXIV of 2017, and is presented at Appendix 1 for 
approval by the States. This is so that the statutory waste management plan is 
up to date, including in relation to identifying the proposed new waste 
facilities, ahead of those new facilities becoming operational. 

 
6 Committee Support for the Propositions 
 

                                                           
1  Consultation with certain States Committees and the Douzaines is required in connection with such 

recommendations under section 31(2) of the Environmental Pollution Law. The consultation responses 

were contained in Appendix 4 to Article XIV of Billet d'État No. XXIV of 2017. 
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6.1 In accordance with Rule 4(4) of the Rules of Procedure of the States of 
Deliberation and their Committees, it is confirmed that the propositions above 
have the unanimous support of the Committee for the Environment & 
Infrastructure.  

 
6.2 In accordance with Rule 4(5) of the Rules of Procedure of the States of 

Deliberation and their Committees the preparation and agreement of the 
propositions and content of the Policy Letter has involved joint working 
between the Committee for the Environment & Infrastructure and the States’ 
Trading Supervisory Board.  

 
 
Yours faithfully 
 
 
 
 
B L Brehaut  
President 
 
M H Dorey 
Vice-President 
 
S L Langlois 
H L de Sausmarez 
S T Hansmann Rouxel 
 



 

THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR THE ENVIRONMENT & INFRASTRUCTURE  
 

REVISED WASTE MANAGEMENT PLAN 

The President 
Policy & Resources Committee 
Sir Charles Frossard House 
La Charroterie 
St Peter Port 
GY1 1FH 

 
11th June, 2018 

 
 
 
Dear Sir, 

 
Preferred date for consideration by the States of Deliberation 

 
In accordance with Rule 4(2) of the Rules of Procedure of the States of Deliberation 
and their Committees, the Committee for the Environment & Infrastructure request 
that the Proposition relating to the ‘Revised Waste Management Plan’ Policy Letter be 
considered at the States' meeting to be held on 18th July 2018. 

 
The revisions are to bring the statutory Waste Management Plan up to date with policy 
decisions of the States, including in relation to proposed new waste facilities, so that it 
is revised ahead of those new facilities becoming operational from September 2018. 

 
Yours faithfully 
 
 
 
 
Deputy B L Brehaut 
President 

 
Deputy M H Dorey 
Vice President  
 
Deputy S L Langlois 
Deputy H L de Sausmarez 
Deputy S T Hansmann Rouxel 
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1. PURPOSE OF THE WASTE MANAGEMENT PLAN (WMP) 

To identify the wastes generated by the Community for which provision for 
management needs to be made for the period of 20 years from [insert date approved by 
the States], detailing the methods to be used for the management of that waste, and 
related matters, in accordance with section 31 of The Environmental Pollution 
(Guernsey) Law, 2004 (as amended) (“the Law”) (see Appendix 1). This Plan identifies all 
solid waste and certain liquid wastes which are specially controlled wastes1 as waste for 
which provision for the recovery or disposal of which needs to be made by the Waste 
Disposal Authority. 
 
This Plan outlines the methods for the management of wastes, including methods for 
the prevention, reuse, recycling, recovery and disposal of the various types of waste 
generated on Guernsey. The Plan excludes the management of waste water and 
agricultural farm slurry which are primarily recovered and disposed of through waste 
water infrastructure, spreading on agricultural fields or other methods and not at public 
waste management sites. 
 
This Plan replaces the previous Waste Management Plan approved by the States of 
Guernsey in August 2014 (as appended to Billet d’État XVI 2014). 
 

2. CONTEXT 

2.1 Waste Types 

 
For the purpose of this Waste Management Plan (WMP), the waste produced in 
Guernsey and requiring specific management is broken down into the following 
categories:   
 

 Household waste 
 Commercial waste (including inert waste) 
 Specially controlled wastes (e.g. asbestos, batteries, florescent 

tubes, oils, chemicals, etc.). 
 

2.2 Background 

 
The States approved the Waste Disposal Authority (WDA) recommendations for the Best 
Practical Environmental Option (BPEO) for the management of solid waste, as set out in 

                                            
1  Specially controlled waste is waste which is so dangerous or difficult to dispose of that special 

measures need to be taken in respect of it. Substances prescribed as specially controlled waste are set out 

in the Waste Control and Disposal (Specially Controlled Waste) Regulations, 2010. 
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Billet d’État IV 2012, by approving a strategy based on high recycling and waste 
minimisation.  
 
This was reflected in the Waste Management Plan approved by the States in August 
2014, where the WDA recommended option for future waste management was 
endorsed by the former Environment Department as being within the Best Practical 
Environmental Options for Guernsey, described by the Environment Department as 
being minimisation followed by high recycling including kerbside, with either on or off-
island incineration with or without Anaerobic Digestion (or potentially In Vessel 
Composting) of food waste.  

 
As the Solid Waste Strategy has been implemented several changes have been necessary 
due to a number of factors. Although these changes have not materially altered the 
objectives of the Solid Waste Strategy, the Waste Management Plan requires updating 
to include approved changes, such as those approved following Billet d’État No. V of 
February 2017 in particular in relation to management of food waste. Household Waste 
Charging Mechanisms have also subsequently been approved (see Article X of Billet 
d’État XXVI of 2014, Article XIII of Billet d’État XXIV of 2017, and Article V of Billet d’État 
No. XI of 2018). 
 
The approved Solid Waste Strategy focussed on the management of Household and 
Commercial waste, but excluded detailed information on Inert Waste produced by the 
Construction and Demolition industry, largely due to existing facilities for managing this 
waste stream. More recently it has been recognised that Longue Hougue Reclamation 
Site is nearing the end of its life; an Inert Waste Strategy has therefore been developed 
to address the future management of Inert Waste. This was considered by the States 
following Article XIV of Billet d’État XXIV of 2017. The policy in relation to inert waste is 
now being further developed in accordance with the resolutions following that States 
debate. 

 
This WMP, therefore, as well as identifying the existing waste disposal and 
management methods used on the island, also sets out the future methods proposed 
to be used in accordance with the BPEOs recommended by the WDA, subject to the 
various actions and approvals referred to in the resolutions approved by the States on:  

 15th February 2017, pursuant to Article III of Billet d’État No V of 2017, and 

 14th December 2017, pursuant to Article XIV of Billet d’État No XXIV of 2017.  
 

2.2.1 Components of the Solid Waste Strategy and Inert Waste 

Strategy  

The individual elements of the Solid Waste Strategy and Inert Waste Strategy include, 
but are not limited to: 



 

Page 6 of 31 
 

a. A strategy based on the Waste Hierarchy, as defined in the European Waste 

Framework Directive2;  

b. Waste Prevention and Minimisation; 

c. 60% household recycling by the end of 2022, and 70% household recycling 

by the end of 2030; 

d. Household kerbside collections for dry recyclables and food waste, with an 

option for small businesses to opt in to the kerbside collection scheme; 

e. Provision of kerbside collection vehicles (if required); 

f. Material Recovery Facility (MRF) for co-mingled dry recyclables collected 

via kerbside collections from households and small businesses; 

g. MRF for commercial waste – for sorting and separation of waste for 

recycling; 

h. A Household Waste Recycling Centre (formerly referred to as Civic Amenity 

site), incorporating Repair and Reuse; 

i. A rationalised bring bank service, and recycling on-the-go litter bins;  

j. Green waste reception and processing at Mont Cuet via windrows to create 

a soil conditioner; 

k. A Transfer Station to receive: 

o residual waste from household and commercial sources that is not 

suitable for recycling, for processing into Refuse Derived Fuel (RDF) 

for export for energy recovery; 

o segregated food waste collected from household and commercial 

sources for pre-processing prior to export for treatment; 

o glass for recycling; 

l. Export of RDF for off-island energy recovery via a R1 compliant Energy 

Recovery Facility (ERF); 

m. Export of pre-processed food waste for off-island treatment via Anaerobic 

Digestion (or similar process); 

n. Landfill of certain specially controlled/hazardous wastes only; 

o. Storage of certain sspecially ccontrolled wastes that cannot be managed on-

island; 

p. Export of sspecially ccontrolled wastes for disposal via a Duly Reasoned 

Request acceded to by the Environment Agency in England or similar 

agreement with another relevant competent authority; 

q. Incineration of certain hazardous wastes (either on or off-island) (e.g. animal 

carcases and clinical waste); 

                                            
2 Directive 2008/98/EC of the European Parliament and of the Council, Article 4. 
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r. Site Waste Management Plans for construction projects, as defined in the 

Island Development Plan (IDP)3; 

s. Reuse and recycling of inert waste where possible, and where markets are 

available; 

t. Recovery of inert waste through diversion from disposal routes for a specific 

project where inert waste is required; 

u. Disposal of residual inert waste (where no recovery option is available) 

through land reclamation or infilling of former quarries subject to further 

development of the policy in accordance with the Resolutions of the States 

on Article XIV of Billet d'État XXIV of  2017;  

v. A household charging policy of a standing charge and pay as you throw 

element, and for the commercial sector cost recovery through gate fees; 

w. Legislative requirements relating to the presentation of recyclates and other 

waste for collection limited to households and small business premises 

admitted into the Parish kerbside collection services4, with compliance 

encouraged by civil fixed penalty notices; 

The Environmental Pollution (Guernsey) Law, 2004 has been amended by the 
Environmental Pollution (Guernsey) (Amendment) Law, 2015 (“the 2015 Law”), to 
enable the implementation of the various elements of the solid waste strategy detailed 
above. The majority of amendments came into force on 17 December 2015, the 
exceptions being amendments in: 
 

(a)  section 11 of the 2015 Law, in so far as it inserts a new section 32A 
(charging for waste management services) into the Environmental 
Pollution (Guernsey) Law, 2004, and 

(b)  section 24 of the 2015 Law (amendment to the Competition (Guernsey) 
Ordinance, 2012).  

 
 
 

                                            
3 Billet d’État No XXVII, 2016 
4  Defined in relevant legislation as the Parish waste collection and transfer service. 
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3. THE PLAN  

3.1 Description and quantities of waste  

 
Under section 31(3)(a) of the Law, the draft Waste Management Plan is required to 
identify the descriptions and quantities of waste for the recovery or disposal of which 
provision needs to be made during such period as may be specified. The period specified 
in this Plan is 20 years starting from [insert date approved by the States]. 
 
The descriptions and quantities of solid waste currently requiring provision for disposal, 
recovery, or other waste management are shown below: 
 

Summary of 2016 Waste Arisings Data (tonnes)  

Waste Category Household Commercial Total 

Inert Waste  81,312 81,312 

Inert Recycling/Recovery  59,185 59,185 

Inert Sub-Total       140,497 140,497 

Residual Waste 13,190 25,860 39,050 

Recycling 12,050 18,599 30,649 

Sub-Total 25,240 44,438 69,699 

Total Waste 25,240 184,941 210,196 

 
A more detailed breakdown of quantities of waste is provided in Appendix 2. 
 
Notwithstanding government policies on net inward migration, increasing the housing 
stock and growing the island's GDP, the WDA and the States have adopted zero waste 
growth in the BPEO evaluations. The Plan reflects this approach in setting out the 
quantities of waste for disposal, recovery or other waste management.  
 
It should however be noted that the overall figures above represent a significant 
reduction compared to the figures included in the previous Waste Management Plan. 
This is largely down to a significant reduction in inert waste, although minor reductions 
in Household and non-inert commercial waste have also been experienced. The large 
reduction in inert waste represents variable activity within the construction industry. A 
shift to increased reuse and recycling of inert waste on construction sites is likely to have 
contributed the reduction in inert waste; however tonnages are not currently recorded. 

3.2 Methods to be employed for the management of waste 

 
Under section 31(3)(b) of the Environmental Pollution (Guernsey) Law, 2004 (the 2004 
Law), the Waste Management Plan is required to identify the methods to be employed 
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for the recovery or disposal of waste identified in section 3.1 above. Facilities for 
recovery as well as for final disposal have been identified. 

3.2.1 Existing Facilities 

The table below details existing key infrastructure in Guernsey for the 
management of solid waste, using 2016 data in the tonnage column. These sites 
are operated, where appropriate, under licences issued by the Director of 
Environmental Health and Pollution Regulation (the Director):  
 

DESCRIPTION LOCATION 
(WDA SITES ONLY) 

OPERATOR TONNES 
PER ANNUM  

MRF (Commercial) Fontaine Vinery  
 

WDA  
 

c. 4,000  

MRF (Commercial)  Private  c. 21,0005  

MRF (Dry Recyclables) Fontaine Vinery  WDA  c. 2,500 

MRF (Dry Recyclables)  Private c. 9,000 

Windrow Composting Mont Cuet WDA c. 11,500 

Civic Amenity Site Mont Cuet WDA c. 1,000 

Household Waste Recycling 
Facility (Temporary) 

Longue Hougue WDA c. 2,000 

Carcass Incinerator  States of 
Guernsey 

c. 300 

Healthcare Waste Incinerator  States of 
Guernsey 

c. 600 

Inert Waste  Longue Hougue WDA c. 81,000 

Inert Recycling   Private  c. 13,000 

Residual Landfill (Waste) Mont Cuet WDA c. 27,000 

Residual Landfill (Site Prep) Mont Cuet WDA c. 43,000 

Metal Recycling (including 
End-of-Life Vehicles (ELVs) 

 Private c. 7,000 

Specially Controlled Waste – 
On-island Disposal 

Mont Cuet WDA c. 700 

Specially Controlled Waste – 
Storage and Export for 
Recovery 

 WDA, 
Private 

c. 1,600 
 

Specially Controlled Waste – 
Storage and Export for 
Disposal  

 WDA, 
Private  

Up to a 
maximum of 
1366) 

 

                                            
5 Assumes Private facility is operating to capacity for permitted quantities of waste 
6 Tonnages are specified in the Duly Reasoned Request (DRR), which is required under Article 11 of the 
Basel Convention and Article 41 of Regulation (ED) No. 1013/2006 in order for Guernsey to export 
specially controlled waste to the UK for disposal.  
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In addition to the above, there are a number of smaller operations that manage 
waste material prior to being recycled or reused.  

3.2.2 Existing Supporting Facilities and Services 

In addition to the above facilities, the WDA also manages an interim dry 
recyclables kerbside collection scheme, and provides bring banks for the 
collection of further dry recyclables and a public drop off facility for green waste 
at Chouet Headland. 

3.2.3 Future Facilities 

Based on current fill rates, and to enable windrow composting of green waste 
and the disposal of specially controlled waste to continue at Mont Cuet for the 
medium to long term, it is recognised that the disposal of residual waste at Mont 
Cuet is likely to cease to be a viable option beyond the end of 2018. Mont Cuet 
is also the last site licensed under the 2004 Law for the on-island disposal of 
specially controlled wastes. 
 
The Solid Waste Strategy approved by the States (Billet d’État IV 2012) focuses 
on ensuring that waste is dealt with at the highest level possible in the Waste 
Hierarchy. This is to be achieved by minimising waste, increasing recycling and 
exporting residual waste for recovery.    
 
To support this strategy, the following facilities are required: 

 
DESCRIPTION LOCATION 

(WDA SITES ONLY) 
OPERATOR TONNES 

PER ANNUM 

MRF (Commercial)  Private  TBC 

MRF (Optional) Longue Hougue WDA TBC 

MRF (Dry Recyclables)  Private  c. 12,000 

Windrow Composting Facility 
(with public drop-off area) 

Mont Cuet WDA c. 12,000 

Animal Carcass Incinerator  States of 
Guernsey 

c. 400 

Clinical Waste Incinerator (or 
alternative off-island facility) 

 States of 
Guernsey 

c. 650 

Waste Transfer Station to: 
1. Process residual waste to 

produce RDF for export; 
2. Process food waste for 

export; and 
3. Prepare glass bottles for 

export 

Longue Hougue WDA  
 
c. 26,000 
 
c. 4,000 
 
c. 2,500 
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Residual Landfill (including 
on-island disposal of Specially 
Controlled Waste) 

Mont Cuet WDA c. 2,000 

Household Waste Recycling 
Centre (HWRC) 

Longue Hougue WDA c. 4,000 

Inert Waste Land 
Reclamation/Infill Site 

Short Term – Longue 
Hougue, 
Medium Term – TBC7 
Long Term – TBC8. 

WDA c. 100,0009 

Inert Waste Recycling   WDA/Private  c. 56,00010 

Metal Recycling (including 
End-of-Life Vehicles (ELVs) 

 Private c. 8,000 

Specially Controlled Waste – 
Storage and Export for 
Recovery 

Longue Hougue/Other WDA/Private c. 1,600 

Specially Controlled Waste – 
Storage and Export for 
Disposal  

Longue Hougue/Other WDA/Private Up to a 
maximum of 
136 (as 
specified 
within the 
DRR ) 

3.2.4 Associated Future Facilities and Services 

In addition to the above facilities, the solid waste strategy is reliant on: 

 kerbside recycling (for dry recyclables and food waste);  

 a rationalised bring bank network;  

 recycling on-the-go litter bins;  

 a Repair and Reuse service (delivered through the HWRC); 

 export contracts for RDF, pre-processed food waste and other 
recyclables; 

 site Waste Management Plans for individual developments (as defined 
in the IDP), administered by the Development & Planning Authority; 

 education and training programmes; 

 data collection and analysis. 

3.2.5 Waste Flow Modelling Assumptions 

Appendix 3 shows the waste flow model based on the 2016 waste arisings and 
2015 waste composition analysis. Predicted tonnages assume the first full year 

                                            
7 Subject to planning approval and the further approval of a full business case for a recommended site. 
8 Subject to further review of options and subsequent States approval. 
9 The quantity of inert waste received for land reclamation fluctuates considerably.   
10 Includes material previous used for Site Preparation at the residual landfill site. 
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of operation of new services and facilities required to deliver the waste strategy 
approved in 2012 will be 2019. A number of assumptions have been made in 
developing the model: 
 

 Linear increases in recycling to achieve the 70% recycling target for 
household waste by the end of 2030. No step changes resulting from the 
introduction of new services/charges/legislation have been factored into 
increases in recycling performance; 

 Waste wood that is currently shredded and mixed with waste soil/inert 
fines for use as cover material at Mont Cuet Landfill Site will return to the 
residual waste stream, as there will no longer be a requirement for this 
material. The soil/inert fines will be required to meet the waste 
acceptance criteria for the current WDA inert waste recovery/disposal 
site if alternative routes are not available; 

 Alderney waste will continue to be received in Guernsey, and that the 
tonnages remain constant as Guernsey does not have influence over 
Alderney in terms of waste and recycling collections. Alderney Waste is 
assumed to have the same composition as Guernsey waste; 

 An initial capture rate of 36% is assumed for food waste, increasing to 
60% by the end of 2030. Assumed improvements in other recycling 
material capture rates are detailed against each material category; 

 Litter is excluded from recycling rate calculations, as per revised UK 
methodology; 

 Larger quantities of contaminated soil should be remediated in situ, or on 
site, with encapsulation on site if necessary. Only small quantities of such 
waste will be accepted at the specially controlled waste cell at Mont Cuet 
Landfill Site in order to preserve this valuable void space. 

 Some Site Preparation materials/cover (soil, hardcore, and waste tarmac) 
will continue to be required at sites operated by the WDA. Remaining 
material will be directed to other engineering/building projects or will be 
required to meet the Waste Acceptance Criteria at the current WDA inert 
waste recovery/disposal site.  

 Fines from the production of ‘Fragmentiser’ Waste (from Scrap Metal 
Processing) will still be used as cover material for the specially controlled 
waste cell at Mont Cuet Landfill Site. The remainder of this material will 
be exported for recycling/recovery. 

 Tonnages for waste wood are based on historical data from waste audits 
and information provided by the private sector. With the introduction of 
Waste Management Licences in 2010, the practice of burning at specific 
sites was ended. It was expected that this wood would return to the 
residual waste stream; however evidence shows this not to be the case. 
Some wood has subsequently been used as blended cover material (see 
second bullet point above), but this use is not sustainable. From 
discussions with the industry, it is assumed that the remaining waste 
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wood is being burnt in small quantities privately across the island, or is 
exported for recovery within baled RDF produced by the private sector.    

 Waste Derived Material - 6,000 tonnes 
Approximately 6,000 tonnes per year of waste derived material will be 
spread on land after treatment. This material results from the processing 
of green waste. The ongoing long term viability of this process and the 
long term capacity of the island's soils to take up these additional 
outputs, without adverse impacts to the land and water resources is 
unknown. The WDA has assumed that this waste derived material will 
meet quality standards and would be applied to the land in line with 
nutrient management plans where appropriate. 

3.3 Estimated Financial Costs 

 
Under section 31(3)(c) of the 2004 Law, the Waste Management Plan is required to 
identify the estimated financial costs of the management of waste by the methods 
identified in 3.2. 
 
The costs detailed below are in relation to waste disposal and other waste management 
operations provided, managed, arranged or funded by or on behalf of the WDA. All 
private facilities detailed in sections 3.2.1 and 3.2.3 above will have a set gate fee or 
similar charging system to recover the costs of providing and operating such facilities.  

3.3.1 Existing Operating Costs 

It currently costs in the order of £6 million per annum to provide and operate 
the States owned key infrastructure and services for the management and 
disposal of solid waste (including recycling activities). 

3.3.2 Future Operating Costs 

The WDA estimates future costs for operating waste management facilities and 
services, based on a 20 year strategy, to be approximately £13 million per 
annum. 

3.4 Recovery of the financial costs 

 
Under section 31(3)(d) of the 2004 Law, the Waste Management Plan is required to 
outline arrangements for recovery of the estimated costs identified in 3.3 above. 

3.4.1 Existing Cost Recovery Policies 

Costs at public waste management sites managed by the WDA are recovered by 
way of gate fees applied at the receiving facilities. Gate Fees are set annually by 
Regulations, and are based on the tonnage and type of waste being deposited, 
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recovered or otherwise managed. The gate fees have been set by the WDA to 
encourage segregation of inert material and the segregation of materials for 
recycling. Contamination rates are applied at Mont Cuet for loads containing 
material that could have been segregated.  
 
The income received from the gate fees at Mont Cuet and Longue Hougue covers 
the running costs of the two sites, along with the cost of running WDA managed 
recycling and segregation facilities.  
 
It is noted that a proportion of the gate fees were used to cover the costs of 
previous solid waste strategy investigations and are currently being used by the 
WDA in implementing the solid waste strategy.  

3.4.2 Future Cost Recovery Policies 

As outlined in Article 1 of Billet d’État II 2014 (paragraph 31.16) and in the 
resolutions on Article XIII of Billet d’État No. XXIV of 2017, the following charges 
are proposed for domestic waste: 
 

 The Douzaines will make a direct charge to households for the costs of 
collections and transfer of waste, recyclables and food waste to licensed 
facilities based on a fixed charge per household. This is on the basis that 
the collection service represents a fixed cost regardless of how much 
waste is placed out by each household.    
 

 The WDA will directly charge households to cover the costs of processing 
the materials after collection and to pay costs of all other public waste 
management services and initiatives provided, arranged or funded by the 
WDA (i.e. the States), and made available to households and the 
commercial sector. This charge will comprise: 
 

o A charge per bag (pay-as-you-throw) 
o An annual fixed charge per household. 

 
As outlined in Article I of Billet d’État II of 2014 (paragraph 32.2), commercial 
waste delivered to sites provided, operated, managed, arranged or funded by or 
on behalf of the WDA will be charged a gate fee at a per tonne per load rate to 
cover the cost of providing the service. Gate fees at the different facilities may 
be set at differential rates to encourage businesses to deal with their waste 
through methods such as re-use and recycling which are higher up the Waste 
Hierarchy than recovery and disposal. 
 
As outlined in resolution 1 following Article X of Billet d’État XXVI of 2014, 
businesses producing waste of a similar nature or composition and of a similar 
or lower volume to that produced by households may have the opportunity to 
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opt into the parochial waste collection and transfer service for black bag waste, 
recyclables and food waste, such businesses to be accepted by the Douzaines at 
their discretion, subject to available capacity within the collection services 
provided.  
 

3.5 Public waste management sites  

 
Under section 31(3)(e) of the 2004 Law, the Waste Management Plan is required to 
identify the sites or facilities provided, managed, arranged, operated or funded by or on 
behalf of the WDA where such recovery, disposal or other waste management 
operations are to take place (“public waste management sites”). 
 
Section 32(1) and (2) of the 2004 Law states that it is the duty of the WDA to make 
reasonable provision for the reception and recovery or disposal of waste at one or more 
public waste management sites (see Appendix 1) but that it need not make provision for 
facilities other than in respect of the public waste management sites identified in the 
current Waste Management Plan. 
 

3.6 Existing Public Waste Management Sites 

 
The following are existing WDA public waste management sites that are managed by the 
WDA or via arrangements with the private sector:   
 

Civic Amenity Site (Mont Cuet) 
 

A Civic Amenity Site is located at the entrance compound where the public can 
drop-off household waste (including black bag waste and bulky waste) and 
certain recyclable materials. 
 
Household Waste Recycling Facility (Longue Hougue) 

 
A temporary Household Waste Recycling facility is provided at Longue Hougue 
where the public can deposit potentially recyclable or reusable household 
waste. 
 
Green Waste Processing Site (Mont Cuet) 
 
Green waste processing, involving the composting of green waste using 
windrows, is currently undertaken at Mont Cuet Landfill Site, with public drop-
off of green waste at the nearby Chouet Green Waste Site. Soil conditioner 
produced by composting green waste is publicly available at the Chouet Green 
Waste Site.  
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Inert Waste Disposal Site (Longue Hougue) 
 
Longue Hougue is a marine reclamation site. Only inert waste is accepted at this 
site as the material has direct contact with the marine environment. 
   
Materials Recovery Facility (MRF) (Fontaine Vinery) 
 
A facility is provided at Fontaine Vinery for the processing of dry recyclates 
collected from bring banks, and for the segregation of mixed commercial waste 
(excluding black bag waste) delivered directly to the facility. 
 
Residual Landfill Site (Mont Cuet)  
 
Mont Cuet Landfill Site is the only site on Guernsey in respect of which a licence 
is held under the Law (licensed site) for the disposal of mixed household and 
commercial residual waste. Licensed operations include the discharge of 
leachate via the leachate treatment plant and landfill gas control measures.  
 
Specially Controlled Waste Disposal Site (Mont Cuet) 
 
Mont Cuet is a licensed site for the disposal of certain specially controlled wastes.  
 
Waste Oil Storage Site (North Side Oil Yard) 
 
Waste mineral and vegetable oil will continue to be stored at the North Side Oil 
Yard prior to reuse on-island (e.g. as a biodiesel) or being exported for recovery. 
 

3.7 Future Public Waste Management Sites 

 
The following are WDA public waste management sites that will be managed by the 
WDA or via arrangements with the private sector following the implementation of the 
waste strategy:   
 

Household Waste Recycling Centre (Longue Hougue) 
 
A Household Waste Recycling Centre is to be opened at Longue Hougue 
Reclamation Site, incorporating a reuse service. This replaces the existing Civic 
Amenity Site at Mont Cuet Landfill Site and the temporary Household Waste 
Recycling Facility.  
 
Green Waste Processing (Mont Cuet) 
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Green waste processing, involving the composting of green waste using 
windrows, will be undertaken on a capped area at Mont Cuet Landfill Site, with 
a public drop-off area for green waste also at this site. Soil conditioner produced 
by composting green waste will be publicly available from this site.  
 
Inert Waste Disposal Site  
 
Inert waste will continue to be accepted for land reclamation at Longue Hougue 
Land Reclamation Site in the short term; however this site is expected to be at 
full capacity in 2021.   
 
Following completion of the current Longue Hougue Land Reclamation Site, 
further inert waste disposal is proposed at a new site, subject to completion and 
consideration of an Environmental Impact Assessment (EIA), and subject to 
obtaining the relevant planning permission and waste management licence.  
 
The follow-on site will be one selected from short-listed options, as detailed in 
Article XIV of Billet d’Etat XXIV of 2017 and following further work directed by 
the States following the States debate. The short list was is based on 
identification and evaluation of the Best Practical Environmental Options (BPEO) 
for this particular waste stream. This process has also identified further options 
for the management of inert waste in the longer term, which will be reviewed 
and progressed as required in the future, subject to obtaining the necessary 
approvals and licences. The recycling and/or reuse of inert waste shall take 
precedence over recovery or disposal of inert waste.  
 
Materials Recovery Facility (MRF) (Dry Recyclables) 
 
A facility is required by the WDA for the segregation of co-mingled dry recyclates 
collected from kerbside collections from households and small businesses that 
are admitted into the kerbside scheme, and from a rationalised bring bank 
service. This is to be provided by the private sector on behalf of the WDA. 
Provision is also made for a MRF to be operated by the WDA should this be 
required.  
 
Materials Recovery Facility (MRF) (Mixed Commercial Waste) 
 
A MRF is required to sort mixed commercial waste for the recovery of inert and 
recyclable materials. Provision is also made for a MRF to be operated by the WDA 
should this be required.  
 
Residual Landfill Site (Mont Cuet) 
 
Although it is proposed that residual household and commercial waste, 
excluding specially controlled wastes, should be exported as RDF to an energy 
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recovery facility, there may be particular waste types requiring on-island 
disposal, or times when due to exceptional circumstances there is a need to 
dispose of residual wastes on-island. 
 
As the last licensed landfill site, provision is maintained for such ad hoc wastes 
requiring disposal at Mont Cuet during the life of the approved Solid Waste 
Strategy. 
 
Specially Controlled Waste Disposal Site (Mont Cuet) 
 
Certain specially controlled wastes requiring disposal on-island will be landfilled 
in an engineered cell at Mont Cuet Landfill Site.  
  
Specially Controlled Waste Storage (Longue Hougue) 
 
Certain specially controlled wastes requiring recovery or disposal off-island will 
be stored in a specially engineered secure compound at Longue Hougue 
Reclamation Site.  
  
Waste Oil Storage Site (North Side) 
 
Waste mineral and vegetable oil will continue to be stored at the North Side Oil 
Yard prior to reuse on-island (e.g. as a biodiesel) or being exported for recovery. 
 
Waste Transfer Station (Longue Hougue) 
 
Residual household and commercial waste, excluding specially controlled 
wastes, will be received at the WDA Waste Transfer Station located at Longue 
Hougue Reclamation Site. It will then be exported for energy recovery after 
processing to produce a Refuse Derived Fuel (RDF). The Waste Transfer Station 
will also receive segregated food waste from both household and commercial 
sources for pre-processing prior to export for energy recovery at an anaerobic 
digestion (or similar) facility in the UK, and glass bottles and jars for bulking in 
advance of recycling. 
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4. POLICY IN RELATION TO STRATEGICALLY IMPORTANT 
STATES/WDA FACILITIES 

Policy to be taken into account by the Director in making waste management licensing 
decisions in relation to private waste operations which may compete with the Waste 
Transfer Station. 

 
Section 33(2) and (2A) of the 2004 Law require the Director to take into account this 
Waste Management Plan and consult with the WDA, the Constables of the Parishes and 
certain States Committees when considering an application for a licence, or for any 
variation of conditions of a licence, under the Law permitting the disposal of waste other 
than at a public waste management site or the carrying out of an operation which might 
divert waste from a public waste management site identified in this Part of the Waste 
Management Plan. Section 35(1) of the Law also requires the Director to attach to any 
licence permitting certain waste management operations all such conditions as appear 
to the Director to be necessary or expedient to ensure.....the sustainable management 
of waste in the longer term. 
 
When consulted, section 33(3) of the 2004 Law clarifies that the WDA's representations 
to the Director are not confined to Section 15 of the 2004 Law (Grant or refusal of 
Applications), but may include the public interest in ensuring that waste is not without 
good reason diverted from public waste management sites. This applies to the 
States/WDA provided, operated and funded Waste Transfer Station (the States/WDA 
Waste Transfer Station). 
 
The States policy is to impinge as little as possible on private waste operations whilst 
recognising that it is essential and in the public interest that the States/WDA Waste 
Transfer Station can remain available and economically viable in the long term to 
manage the waste identified in relation to those facilities in this Plan.  
 
In a small jurisdiction such as Guernsey, given limited economies of scale and the 
relatively small quantities of waste to be managed, it may be in the public interest to 
restrict diversion of waste from the States/WDA Waste Transfer Station to private 
facilities, given the cost of providing public waste management facilities. 
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5. PLAN MONITORING AND REVISION 

 
As detailed under section 31(3) of the 2004 Law, the Committee for the Environment & 
Infrastructure shall from time to time, following recommendations made to it by the 
Waste Disposal Authority, lay before the States a draft Waste Management Plan for 
consideration.  
 
Should any of the necessary Local Planning Brief, planning permission, waste licence, 
business case or other approvals and consents not be adopted, approved or granted,  so 
as to allow delivery of the various elements of the waste strategy as detailed in Section 
2.2.1 above, the WDA will consider whether it needs to recommend to the Committee 
for the Environment & Infrastructure any changes to the Waste Management Plan to 
enable the management of waste produced on Guernsey, following the procedure 
under the 2004 Law.  
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Appendix 1 Extract from ‘The Environmental Pollution 
(Guernsey) Law, 2004’ 

 

Waste Management Plans 
 

31.  (1)  The Waste Disposal Authority shall from time to time make 

recommendations to the Committee for the Environment & Infrastructure in 

connection with the preparation by the Committee for the Environment & 

Infrastructure for consideration by the States of draft Waste Management Plans.  

 

(2)  In performing its duties under subsection (1) the Waste Disposal 

Authority shall consult –  

(a)  the [Committee for the Environment & Infrastructure],  

(b)  the [Committee for the Environment & Infrastructure],  

(c)  the States [Committee for Economic Development],  

(d)  the Douzaine of each of the Parishes of Guernsey,  

(e)  the [Committee for Health and Social Care],  

(f)  the Director, and  

(g)  such other bodies or persons as it thinks fit. 

 
(3)  The Committee for the Environment & Infrastructure shall from time to 

time, following recommendations made to it by the Waste Disposal Authority, 

lay before the States a draft Waste Management Plan identifying – 

 

(a) the descriptions and quantities of waste for the recovery or 

disposal of which provision needs to be made during such period 

as may be specified,  

(b) the methods to be employed for its recovery or disposal, 

(c) the estimated financial costs of such recovery or disposal,  

(d) arrangements for the recovery of those costs, and 
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(e) the sites or facilities provided, managed, arranged, operated or 

funded by or on behalf of the Waste Disposal Authority where, 

subject to subsection (4), such recovery, disposal or other waste 

management operations are to take place ("public waste 

management sites"),  

 

and when such a draft Plan has been approved, with or without modification, by 

the States it shall become the current "Waste Management Plan" for the 

purposes of this Law. 

 

(4) For avoidance of doubt the designation of a public waste management 

site by a Waste Management Plan –  

(a) does not override the terms of any Development Plan, Subject 

Plan or Local Planning Brief for the time being in force under the 

Land Planning and Development (Guernsey) Law, 2005, or avoid 

the need for a planning inquiry to be held where required under 

that Law as respects any amendment to such a Plan or Brief 

intended to enable the implementation of that designation, and 

(b) does not absolve the Waste Disposal Authority from obtaining 

and complying with the conditions of any licence required 

pursuant to this Law in respect of its operation of that site. 

 

Licensed waste operations 

Public waste management sites. 
 
32.  (1)  Subject to the following provisions of this section, it is the duty of the 

Waste Disposal Authority to make such arrangements as may be necessary for 

the reasonable provision of facilities for the reception and recovery or disposal 

of waste at one or more public waste management sites in accordance with the 

Waste Management Plan. 
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(2)  For the avoidance of doubt, in discharging its duty under subsection (1) 

the Waste Disposal Authority need not make arrangements for the provision of 

facilities for the reception and recovery or disposal of waste other than in respect 

of the public waste management sites identified in the current Waste 

Management Plan. 

 

(3)  In discharging its duty under subsection (1) the Waste Disposal Authority 

is entitled – 

   (a)  to reserve particular sites for – 

(i)  particular descriptions of waste, or 

(ii)  use by particular categories of persons, 

(b)  to specify limited times at which, and other conditions subject to 

which, waste or waste of any particular description will be 

accepted at any site or any particular site, and 

(c)  to prescribe by regulations the charges or rates of charge and the 

basis on which charges must be paid as a precondition of its 

acceptance of waste, or of waste of any particular description, 

 

and need not accept waste in respect of which all such requirements are not 

fulfilled. 

 

(4)  Regulations of the Waste Disposal Authority under subsection (3)(c) may 

for the avoidance of doubt and without prejudice to the generality of that 

subsection – 

(a)  prescribe charges with a view to recovering the capital, 

operational and administrative costs reasonably incurred by the 

States in providing facilities and services at all public waste 

management sites, and 

(b)  apply a discount or surcharge to a charge calculated on the basis 

of paragraph (a), based on the position in the waste hierarchy of 
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operations carried on at the site, with the highest charge being in 

respect of sites where disposal is carried on. 

 

(5)  In this section and in section 32A "waste hierarchy" means applying the 

following waste hierarchy as a priority order – 

(a)  prevention, 

(b)  preparing for re-use, 

(c)  recycling, 

(d)  other recovery, including energy recovery, and 

(e)  disposal. 

 

(6)  In the exercise of its powers under subsections (3) and (4), and generally 

in its management of public waste management sites, the Waste Disposal 

Authority must – 

(a)  have regard to the current Waste Management Plan, 

(b)  comply with the conditions of any licence under this Law to which 

the operation is subject, and 

(c)  comply with all other obligations imposed on it by or under this 

Law and any other enactment. 

 

Private waste management on land. 

33.  (1)  Without prejudice to the generality of section 22(3)(a), an Ordinance 

making such provision as is mentioned in section 13 as respects the disposal of 

waste (or, whilst such an Ordinance is in force, any other Ordinance made under 

this Law) may – 

(a)  prohibit the disposal of any waste, or of any description or type 

of waste, otherwise than at a public waste management site, 

(b)  preclude the Director from granting licences permitting the 

disposal of any waste, or of any description or type of waste – 

(i)  except at a public waste management site, 
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(ii)  except with the consent of, and in accordance with any 

requirements made by, the Waste Disposal Authority, 

(iii)  in excess of such volumes as may be specified in the 

Ordinance, or 

(iv)  at such locations, or other than at such locations, as may 

be specified or described in the Ordinance. 

 

(2)  In considering an application for a licence, or the variation of the 

conditions of a licence, under this Law permitting – 

(a)  the disposal of waste on land otherwise than at a public waste 

management site, or 

(b)  the carrying out of an operation which might divert waste from a 

public waste management site identified under that Part of the 

Waste Management Plan detailing policy in relation to 

strategically important Waste Disposal Authority facilities, 

 

the Director shall comply with the requirements in subsection (2A). 

 

(2A)  The requirements referred to in subsection (2) are that the Director – 

(a)  shall not grant the application in contravention of subsection (1), 

(b)  shall take into account, in addition to the matters set out in 

section 15, the current Waste Management Plan, and 

(c)  shall consult, and have regard to any representations made by – 

(i)  the Waste Disposal Authority, 

(ii)  the Constables of the Parish concerned, 

(iii)  the Committee for the Environment & Infrastructure, 

(iv)  the Committee for Health & Social Care, 

(v)  the Committee, and 

(vi)  the Committee for the Environment & Infrastructure, 
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provided that compliance with this subsection does not modify the effect of 

section 23. 

(3)  For the avoidance of doubt, the representations of the Waste Disposal 

Authority to which the Director is obliged by subsection (2A)(c)(i) to have regard 

are not confined to the matters set out in section 15, but include the public 

interest in ensuring that waste is not without good reason diverted from public 

waste management sites. 
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Appendix 2 Waste data based on 2016 tonnages 
The following information is based on 2016 waste arisings data (tonnes) provided by the 
WDA. 
 

HOUSEHOLD 
Residual Waste             13,190 

 ‘Black bag’ waste         11,312  

 CA Site/Bulk Refuse              1,878   
Recycling              12,050 

 ‘Dry’ recyclables              6,769  

 ‘Green’ waste                     3,862  

 Other Household Recycling              1,419  
TOTAL HOUSEHOLD           25,240  

COMMERCIAL 
Inert Waste          81,312  

 Inert Builders Waste             81,312  
Inert Recycling/Recovery            59,185 

 Inert Recycling              12,936  

 Site Preparation Materials (Recovery)       46,249 
o Cover    32,933 
o Commercial MRF Output   7,360  
o Hard-core/Tarmac      5,956  

Residual Waste            25,860 

 Compacted           4,863  

 Residual Commercial              9,177  

 Fragmentiser Waste (disposal)           142  

 Fragmentiser Waste (cover material)            1,019  

 Specially Controlled Wastes                    427  

 Waste Wood           7,636  

 Healthcare Waste             588  

 Abattoir Waste             293 

 Exported as Refuse Derived Fuel        1,715  
Recycling            18,599 

 ‘Dry’ recyclables          4,790 

 ‘Green’ waste               7,125  

 Recyclables (metal, pallets, WEEE)            5,345  
 Specially Controlled Waste              1,116  

(off-island recovery)    

 Fragmentiser Waste (recovery)            223  
TOTAL COMMERCIAL       184,956  

TOTAL WASTE ARISINGS       210,196 
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The waste categories detailed above are currently processed as follows:  

DISPOSAL AT MONT CUET11 TONNES 

‘Black bag’ waste 11,312 

CA Site/Bulk Refuse 1,878 

Compacted (Commercial) 4,863 

Residual Commercial 9,177 

Fragmentiser Waste (on-island disposal) 47 

Fragmentiser Waste (cover material) 1,019 

Specially Controlled Wastes (on-island)12 411 

SUB-TOTAL 28,707 
  

DISPOSAL ELSEWHERE TONNES 

Fragmentiser Waste (off-island disposal) 96 

Specially Controlled Waste (off-island disposal)12  16 

SUB-TOTAL 112 
 

LAND RECLAMATION AT LONGUE HOUGUE TONNES 

Inert Builders Waste 81,312 

SUB-TOTAL 81,312 
  

RECYCLED/RECOVERED WASTE TONNES 

‘Dry’ recyclables (Household) 6,769 

‘Green’ waste (Household) 3,862 

CA Site/Bulk Refuse 1,419 

Inert Recycling 12,936 

‘Dry’ recyclables (Commercial) 4,790 

‘Green’ waste (Commercial) 7,125 

Recyclables (metal, pallets, WEEE) 5,345 

Specially Controlled Waste (off-island recovery)  1,116 

Fragmentiser Waste (off-island recovery)  223 

Export of RDF (off-island recovery) 1,715 

SUB-TOTAL 45,300 
 

ON-ISLAND TREATMENT TONNES 

Waste Wood 7,636 

Healthcare Waste 588 

Abattoir Waste 293 

SUB-TOTAL 8,517 
  

TOTAL 163,948 

                                            
11 Excludes site preparation materials 
12 Does not include bottom ash or Air Pollution Control residues generated by the clinical waste and 
carcass incinerators as raw data is provided for these waste streams. 



Appendix 3  Waste Flow Model 

 

 



Appendix 4 Description of Facilities and Processes  
Anaerobic Digestion 
The processing of organic waste in the absence of oxygen in tanks resulting in the 
capture of biogas which is used to generate energy and a nutrient rich digestate that 
can be applied as a fertiliser to land. 
 
Brink Banks 
Bring banks and receptacles provided for the collection of recyclables/ recyclates. 
 
Household Waste Recycling Centre (HWRC) (or Civic Amenity Site (CA Site)) 
A household waste recycling centre (HWRC) is a facility where the public can deposit 
household waste and recyclables. HWRCs are typically run by the local Government in 
a given area. Collection points for recyclable waste such as green waste, metals, glass 
and other waste types are available. 
 
Kerbside Recycling 
A service provided to collect recyclables and source segregated food waste put out in a 
prescribed manner and collected from the kerbside.    
 
Materials Recovery Facility (MRF) 
A Materials Recovery Facility houses operations that process incoming waste so that it 
may be recycled and/or directed to an appropriate treatment/disposal facility. 
Separation is achieved by a combination of manual and automated processes.  
 
Refuse Derived Fuel 
Residual waste that has been processed in preparation for transport to an energy 
recovery facility under European Waste Catalogue code 19 12 10: combustible waste 
(Refuse Derived Fuel (RDF)). 
 
Repair and Reuse Centre 
Facilitates the transaction and redistribution of unwanted, yet perfectly usable, 
materials and equipment from one entity to another. 
 
Waste Transfer Station 
The Waste Transfer Station will accept residual waste from both household and 
commercial sources. It will then be prepared for export as RDF to an off-island energy 
recovery facility. The Waste Transfer Station may also receive other wastes for pre-
processing in advance of distribution to an appropriate recycling, recovery, or disposal 
facility. In the case of the facility at Longue Hougue, segregated food waste will be 
received and processed into an “AD Soup” to enable transportation to an Anaerobic 
Digestion facility, and glass will be received for bulking for shipment to at glass recycling 
facility. 
 



 

Page 31 of 31 
 

Windrow Composting 
Windrowing is the composting of  organic matter by piling in long rows (windrows), 
which are turned regularly to improve porosity and oxygen content once the required 
temperature is achieved (typically 65°C). This method is currently used to process both 
household and commercial green waste, producing a soil conditioner which can be 
applied to the land. It is not suitable for food waste. 
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THE STATES OF DELIBERATION 

of the 
ISLAND OF GUERNSEY 

 
STATES’ ASSEMBLY & CONSTITUTION COMMITTEE 

 
REGULAR STATEMENTS BY PRESIDENTS OF COMMITTTEES OF THE STATES AND THE 

NOMINATED ALDERNEY REPRESENTATIVE 
 
The States are asked to decide whether, after consideration of the policy letter entitled 
“Regular Statements by Presidents of Committees of the States and the nominated Alderney 
Representative” dated 4th June 2018, they are of the opinion:- 
 

1. To agree in respect of the twelve-month period beginning on the 1st September, 
2018 that statements under the provisions of Rules 10(4) and (5) shall be made by 
the Presidents and, in the case of the States of Alderney, the nominated Alderney 
Representative according to the following rota:  
 

States Meeting 
2018 

Committee/s/States of Alderney to make Statement 

26 September  Policy & Resources Committee 

 Committee for Economic Development  

24 October  Development & Planning Authority 

 Committee for Education, Sport & Culture 

6 November (Budget) n/a  

28 November  Committee for Home Affairs   

 Overseas Aid & Development Commission 

12 December  Committee for the Environment & Infrastructure 

 Committee for Health & Social Care 

States Meeting 
2019 

Committee/s/States of Alderney to make Statement 

30 January  Committee for Employment & Social Security 

 The States of Alderney 

27 February  Scrutiny Management Committee 

 States’ Assembly & Constitution Committee 

27 March  Policy & Resources Committee 
 

24 April  Committee for Economic Development  

 Committee for Education, Sport & Culture  

22 May  Committee for the Environment & Infrastructure   

 States’ Trading Supervisory Board  

4 June (P&R Plan) n/a  

25 June (Accounts) n/a   

26 June  Committee for Employment & Social Security 

 Transport Licensing Authority 
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17 July  Committee for Health & Social Care 

 Committee for Home Affairs 

 
2. To amend the Rules of Procedure of the States of Deliberation and their Committees 

with immediate effect by replacing the rota set out in Schedule 1a to the Rules, 
entitled “Rota of statements by Presidents of Committees of the States and the 
nominated Alderney Representative.”, with the rota for the period 1st September 
2018 – 31st August 2019 as set out in Proposition 1. 
 

 

The above Propositions have been submitted to Her Majesty’s Procureur for advice on any 
legal or constitutional implications.   
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 

 
STATES’ ASSEMBLY & CONSTITUTION COMMITTEE 

 
REGULAR STATEMENTS BY PRESIDENTS OF COMMITTTEES OF THE STATES AND THE 

NOMINATED ALDERNEY REPRESENTATIVE 
 
 
The Presiding Officer, 
States of Guernsey, 
Royal Court House, 
St Peter Port 
 
 

4th June, 2018 
 
 

Dear Sir, 
 

1 Executive Summary  
 

1.1 The States’ Assembly & Constitution Committee is responsible for presenting 
proposals to the States setting out the Committee or Committees whose President 
or Presidents will be obliged to make statements, and for the States of Alderney 
statement to be made by one of the Alderney Representatives, under the provisions 
of Rules 10(4) and (5) at each ordinary Meeting between 1st September 2018 to 31st 
August 2019.  

  
2 Statements between 1st September 2018 and 31st August 2019 

 
2.1 On 7th June, 2017, the States of Deliberation considered the policy letter from the 

States’ Assembly & Constitution Committee entitled “Regular Statements by 
Committee Presidents”1 and agreed that statements would be made at each 
ordinary meeting by Presidents of Committees of the States and the nominated 
Alderney Representative in accordance with the ‘Rota of Statements’ listed at 
Schedule 1a of the Rules of Procedure of the States of Deliberation and their 
Committees.  

 
2.2 Rule 1(1) reads as follows:  
 
 "Each year in September the States’ Assembly & Constitution Committee shall submit 

a policy letter setting out the dates on which it proposes that States’ Meetings should 
be convened in the period from the 1st of September of the following year to the 31st 
of August of the year after that, having first taken into account the dates of school 
terms and any other information which it considers relevant. With effect from the 1st 

                                                           
1
 Billet d’État XI, Article 2: https://gov.gg/article/159812/Regular-Statements-by-Committee-Presidents  

https://gov.gg/article/159812/Regular-Statements-by-Committee-Presidents
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September, 2018 the policy letter referred to above shall also include proposals 
setting out the Committee or Committees whose President or Presidents will be 
obliged to make statements, and for the States of Alderney statement to be made by 
one of the Alderney Representatives, under the provisions of Rules 10(4) and (5) at 
each ordinary Meeting during the said period.” 

 
2.3 The policy letter presented to the States of Deliberation at its meeting on 27th 

September, 2017 entitled “Dates of States Meetings – 2018-2019”2 did not include 
proposals for a rota of statements between 1st September 2018 and 31st August 
2019. The Committee apologies for this oversight.  

 
2.4 This Committee has therefore drafted a proposed ‘Rota of Statements’ to replace 

Schedule 1a as follows: 
 

States Meeting 
2018 

Committee/s/States of Alderney to make Statement 

26 September  Policy & Resources Committee 

 Committee for Economic Development  

24 October  Development & Planning Authority 

 Committee for Education, Sport & Culture 

6 November (Budget) n/a  

28 November  Committee for Home Affairs   

 Overseas Aid & Development Commission 

12 December  Committee for the Environment & Infrastructure 

 Committee for Health & Social Care 

States Meeting 
2019 

Committee/s/States of Alderney to make Statement 

30 January  Committee for Employment & Social Security 

 The States of Alderney 

27 February  Scrutiny Management Committee 

 States’ Assembly & Constitution Committee 

27 March  Policy & Resources Committee 
 

24 April  Committee for Economic Development  

 Committee for Education, Sport & Culture  

22 May  Committee for the Environment & Infrastructure   

 States’ Trading Supervisory Board  

4 June (P&R Plan) n/a  

25 June (Accounts) n/a   

26 June  Committee for Employment & Social Security 

 Transport Licensing Authority 

17 July  Committee for Health & Social Care 

 Committee for Home Affairs 

                                                           
2
 Billet d’État XVIII, Article 10: https://gov.gg/article/160644/States-Meeting-on-27-September-2017-Billet-
XVIII  

https://gov.gg/article/160644/States-Meeting-on-27-September-2017-Billet-XVIII
https://gov.gg/article/160644/States-Meeting-on-27-September-2017-Billet-XVIII
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2.5 The schedule follows the same pattern of statements included in the schedule 
agreed for 2017-2018. Committees are listed in no particular order other than to 
ensure that a Committee statement is not scheduled for a States Meeting at which it 
is already known that a Committee will have a major item of business.   

 
2.6 As advised in the Committee’s original policy letter, these statements would be in 

addition to any statements which a President chose or was otherwise obliged to 
make to a States Meeting. They are for the purpose of providing updates to the 
States and the wider public on the activities and intentions of Committees at 
periodic intervals.    

 
3. Compliance with Rule 4 
 

3.1 In accordance with Rule 4(1), the Propositions have been submitted to Her Majesty’s 
Procureur for advice on any legal or constitutional implications.   

 
3.2 In accordance with Rule 4(4), it is confirmed that the propositions to which this 

policy letter is attached have the unanimous support of the Committee.   
 
3.3 In accordance with the provisions of Rule 4(5), the Committee informs the States 

that its duties and powers include advising the States on “the practical functioning of 
the States of Deliberation”.   

 
Yours faithfully, 
 
 
Deputy P. J. Roffey 
President 
 
Deputy H. L. de Sausmarez 
Vice-President 
 
Deputy M. H. Dorey 
Deputy N. R. Inder 
Deputy M. K. Le Clerc 
 

 



 
 

THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

STATES’ ASSEMBLY & CONSTITUTION COMMITTEE 
 

REGULAR STATEMENTS BY PRESIDENTS OF COMMITTTEES OF THE STATES  
AND THE NOMINATED ALDERNEY REPRESENTATIVE 

 
The President 
Policy & Resources Committee 
Sir Charles Frossard House 
La Charroterie 
St Peter Port  
 
4th June, 2018 
 
 
Dear Deputy St Pier, 
 

Preferred date for consideration by the States of Deliberation 
 

In accordance with Rule 4(2) of the Rules of Procedure of the States of Deliberation 
and their Committees, the States’ Assembly & Constitution Committee requests that 
the Propositions be considered at the States' meeting to be held on 18th July, 2018.   
 
The Committee is requesting the States agree in respect of the twelve-month period 
beginning on the 1st September, 2018 that statements under the provisions of Rules 
10(4) and (5) shall be made by the Presidents and, in the case of the States of 
Alderney, the nominated Alderney Representative according to the rota set out in 
Proposition 1. It is therefore necessary for the States to consider the Propositions 
before the September meeting.  
 
Yours sincerely,  
 
Deputy P. J. Roffey 
President 
 
Deputy H. L. de Sausmarez 
Vice-President 
 
Deputy M. H. Dorey 
Deputy N. R. Inder 
Deputy M. K. Le Clerc 
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

COMMITTEE FOR THE ENVIRONMENT & INFRASTRUCTURE 
 

LOCAL MARKET HOUSING REVIEW AND DEVELOPMENT OF FUTURE HOUSING 
STRATEGY 

 
 

The States are asked to decide: 

Whether, after consideration of the Policy Letter entitled ‘Local Market Housing 
Review and Development of Future Housing Strategy’, dated 30th May 2018, they are 
of the opinion: 

 1.      To note the report by KPMG entitled ‘Guernsey Housing Market Review’; 

 2. To agree to change the terminology from ‘States Strategic Housing Target’ to 
‘States Strategic Housing Indicator’; 

 3. To agree the States Strategic Housing Indicator be set at creating 635 new units 
of accommodation between 2017 and 2021, with a plus or minus variance of 149 
new units to give the flexibility to react to market changes, equating to an annual 
average of 127 additional units of accommodation with a plus or minus variance 
of 30 new units of accommodation1; 

 4. To agree to separate the States Strategic Housing Indicator into an Affordable 
Housing Indicator set at creating 178 units of Affordable Housing over the next 5 
years with a plus or minus variance of 32 new units to give the flexibility to react 
to demand and market changes and a private market housing indicator of 457 
new units of accommodation with a plus or minus variance of 117 new units of 
accommodation for the same period; 

 5. To agree that the States will reset the States Strategic Housing Indicator at least 
every 5 years; 

6. Notwithstanding proposition 5, to note that should the Island’s housing 
requirement figures change  to such an extent that they go beyond the variances  
agreed in propositions 3 and 4 above, they will be returned to the States for 
endorsement; 

                                                      
1
 Numbers may not sum due to rounding 

EJA
Typewritten text
P.2018/61

EJA
Rectangle



 
 

2 
 

 

 7. To endorse the Programme of Works, including the development of a Housing 
Strategy, and to direct the lead Committees identified for each work stream 
identified in this Policy Letter to prioritise those work streams alongside their 
current workloads; 

 8. To note that Committee for the Environment & Infrastructure will include, as part 
of its 2019 budget submission, a request for specific funding for the resources 
required for delivery of the Programme of Works. 

The above Propositions have been submitted to Her Majesty’s Procureur for advice on 
any legal or constitutional implications in accordance with Rule 4(1) of the Rules of 
Procedure of the States of Deliberation and their Committees. 
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 

COMMITTEE FOR THE ENVIRONMENT & INFRASTRUCTURE 

LOCAL MARKET HOUSING REVIEW AND DEVELOPMENT OF FUTURE HOUSING 
STRATEGY 

The Presiding Officer 
States of Guernsey 
Royal Court House 
St Peter Port 

 30th May 2018 

Dear Sir 

1 Executive Summary  

 1.1 This policy letter responds to the amendment brought by Deputy Soulsby (Billet 
d’Etat XVI of 2015) which resulted in the States directing the then Housing and 
Treasury and Resources Departments (and their successors), to commission an 
independent review of the housing market and to report back to the States 
with their findings and recommendations together with a copy of the 
independent report.  

 1.2 This Policy Letter reports the findings of the independent report  “Guernsey 
Housing Market Review “(the KPMG Report), and the Committee for the 
Environment & Infrastructure’s conclusions on the report’s recommendations 
and also sets out a number of other housing policy issues which need to be 
addressed to help develop a holistic Housing Strategy for Guernsey.  This policy 
letter sets out the work streams that need to be completed in order to address 
housing issues and provide evidence and information for the development of a 
Housing Strategy. 

 1.3 While the Committee for the Environment & Infrastructure (the Committee) 
has overall responsibility for advising the States and developing policy with 
respect to general housing (including policy provision for Social and Affordable 
Housing) the Committee for Employment & Social Security (CfE&SS) has 
responsibility for the delivery of Affordable Housing.  However, the issues 
identified by the Soulsby Amendment and the KPMG Report as well as a 
number of other identified housing policy issues fall into a number of other 
Committees’ mandates, most notably the Policy & Resources Committee 
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(P&RC), the Committee for Economic Development (CfED) and the 
Development & Planning Authority (DPA). 

 1.4 As part of the debate on the 2018 Budget, the States identified Affordable 
Housing (including social housing) as one of its 23 priorities.  Since that debate, 
the Committee has proposed that this policy priority area is renamed ‘housing 
policy’, to better reflect its original intention to cover both Affordable Housing 
(which includes social housing) within the mandate of the CfE&SS  and general 
housing policy (including policy provision for Affordable Housing) within the 
Committee’s mandate.   

 1.5 The Committee agrees generally with the analysis and conclusion of the KPMG 
Report that a Help to Buy Scheme, whilst having a short term benefit for some 
First Time Buyer’s (FTB’s), would exacerbate longer term issues of affordability, 
could have a very negative inflationary impact on the housing market as a 
whole and carries with it risks to government investment. However, whilst 
remaining cautious about any steps which could result in a long-term increase 
in housing prices, in view of the comments of the P&RC the Committee will 
explore further the impacts of a deposit guarantee scheme for First Time 
Buyers as part of the development of a Housing Strategy. 

 1.6 The Committee does not agree that a second Partial Ownership Scheme would 
bring benefits to FTB’s in the Guernsey context.  The Committee, the CfE&SS 
and the Guernsey Housing Association (GHA) do, however, consider there is 
merit in reviewing the current Partial Ownership Scheme and propose to carry 
out the review to inform the future development of the Housing Strategy.  The 
P&RC has expressed a willingness to review the 2014 analysis of the reduction 
in Document Duty for FTB’s and Bond fees.  The Committee also notes the 
P&RC’s proposal to review the Conveyancing Court.   

  1.7 A recommendation of the KPMG Report is that the States encourage the 
development of housing specifically for FTB’s through the land planning 
mechanism.  However, the Committee recognises that the Island Development 
Plan (IDP) policies are flexible enough to provide for new FTB housing as and 
when it is identified that it is required without the need to sterilise land by 
allocating it for a specific purpose.  

  1.8 The Strategic Housing Indicator is important as a guide to the right balance 
between housing demand and supply.  It informs the housing land supply 
identified in the IDP to provide for a sufficient quantity of housing provision to 
meet identified needs.  The States has no control over implementation of 
planning permissions and cannot force developers to construct those housing 
units with planning consent so has no control over how many residential units 
are actually built which is heavily influenced by external matters such as finance 
availability and requirements, capacity of the construction industry and 
personal choice and investment and cannot therefore be a target that the 
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States has any control over meeting.  The term ‘target’ is therefore misleading 
and the Committee proposes to refer to the future housing requirements as 
Strategic Housing Indicators to more accurately reflect their purpose. 

1.9 The current States Strategic Housing Target is set at 300 units per year and has 
been since 2002.  The Committee recommends that the States Strategic 
Housing Indicator now be set at creating 635 new units of accommodation 
between 2017 and 2021, with a plus or minus variance of 149 new units 
equating to an annual average of  127 additional units of accommodation with 
a plus or minus variance of 30 new units of accommodation2; 

1.10 The Committee further recommends that the States Strategic Housing Indicator 
be split into an Affordable Housing Indicator set at creating 178 units of 
Affordable Housing over the next 5 years with a plus or minus variance of 32 
new units and a private market housing indicator of 457 new units of 
accommodation with a plus or minus variance of 117 new units of 
accommodation for the same period. 

1.11 The Committee agrees that the regular collection and publication of relevant 
and reliable data as outlined in the KPMG Report is important so that analysis 
of future housing requirements and the formulation and implementation of 
housing policy is robust, up to date and accurate and would also aid with 
transparency and understanding of the market.  The establishment of an 
appropriate data collection model, data collection processes and publication of 
information collected is identified as an important work stream which will 
provide evidence for and inform the Committee’s proposed Housing Strategy.  

1.12 The Committee welcomes the CfED’s consideration of establishing a working 
party with representatives from government, the Association of Guernsey 
Banks (AGB) and the Guernsey Financial Services Commission (GFSC) to 
regularly monitor the mortgage market. 

1.13 The KPMG Report concluded that the affordability of housing on the island 
might impact on the ability to attract, recruit and retain key workers.  Key 
Worker Housing is considered Affordable Housing.  The Committee intends to 
work with all relevant Committees, the GHA and the private sector to establish 
clear definitions of key workers, to analyse key worker housing requirements at 
this time and the costs and benefits of provision.  If initial analysis concludes 
that key worker housing should be provided a key worker housing strategy for 
Guernsey will be developed as part of the Housing Strategy generally.  

1.14 Although the Committee recognises that a work stream is required to consider 
the requirements for elderly tenure housing and specialised housing including 
extra care housing, in order to examine the likely future requirements and the 

                                                      
2
 Numbers may not sum due to rounding 
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options and mechanisms for delivery and the costs and impacts involved, it 
considers the KPMG Report’s recommendation to construct an over 55’s 
waiting list is not an appropriate mechanism to address the issues  and could 
result in inaccurate foundation evidence on which to base policy.  A work 
stream is proposed to develop an elderly tenure strategy for Guernsey which 
will include assessment of specialised housing and extra care housing 
requirements as part of the review of Housing Strategy generally. This work 
stream will have close associations with the Supported Living and Aging Well 
Strategy which was approved by the States in 2016. 

1.15 As part of its review KPMG concluded that a detailed analysis of the current and 
potential future, costs of policy approaches towards intervening in the housing 
market should be undertaken in order to assess whether particular policy 
approaches are consistent with the long term strategic objectives of the States 
of Guernsey.  The Committee agrees that it is important to establish this 
baseline evidence for current and future options for housing market 
intervention and also including assessment of the costs and effectiveness of 
historic schemes of this type, to be able to fully understand the impacts on the 
housing market of government intervention in relation to various potential 
policy approaches before deciding on any particular policy approach in this 
regard. 

1.16 Whilst the KPMG Report provides a useful baseline analysis of the private 
housing market the Committee considers that there are a number of other 
housing policy issues which need to be addressed to help develop a holistic 
Housing Strategy for Guernsey, particularly aspects of the private rental market 
and housing quality standards.  

1.17 The Committee considers that this significant policy area is critical to the 
delivery of the outcomes identified in phase one of the Policy & Resource Plan 
and delivery of the States identified priorities as well as the Committee’s 
mandate.  The Committee currently has access to a very limited policy resource 
and has identified that additional staff policy resources will be required to 
enable these work streams and the policy priority to progress.  It therefore 
requests that provision is made for the prioritisation of the resource 
requirements through the 2019 Budget Report to cover the duration of the 
project. 

1.18    The  work streams and Programme of Work arising from the recommendations 
in this Policy Letter and which will provide evidence and information for the 
development of the Housing Strategy are set out in the tables below. The first 
table reflects the Programme of Works led and co-ordinated by the Committee 
(with key inputs from other Committees) and the second table sets out other 
work streams, led by other Committees, which have been recommended 
through consideration of the KPMG Report and which will also provide 
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information to support the development of Housing policy.  The estimated 
timeframe as indicated is taken from when resources are in place to commence 
the work streams.3 

Programme of Works led and co-ordinated by the Committee for the Environment & 
Infrastructure. 

Work stream Lead 
Committee/s 

Other 
Committee 
Involvement 

Estimated 
timeframe 

Development of a new Housing 
Strategy 

CfE&I, CfE&SS CfHSC, DPA, 
P&RC, GHA 

2 years  

Each of the individual work streams below will provide evidence and 
information for the development of the Housing Strategy 
Research and establishment of 
an appropriate housing data 
collection model and processes 
and monitoring and review of the 
Strategic Housing Indicators 

CfE&I, P&RC DPA 12 months 

Analysis of key worker housing 
requirements including 
establishing up to date 
definitions and analysis of costs 
and benefits of provision 

CfE&I,  All 
Committees 
who require to 
house key 
workers, also 
CfE&SS, GHA 
and private 
sector as 
providers 

6 months 

Development of a Key Worker 
Housing Strategy 

CfE&I.  All 
Committees 
who require to 
house key 
workers, DPA, 
also CfE&SS, 
GHA and 
private sector 
as providers 

12 months 

Development of an elderly 
tenure strategy including 
assessment  of specialised 
housing and extra care housing 
requirements 

CfE&I, CfHSC, 
CfE&SS 

P&RC, DPA 12 months 

Review of current Partial 
Ownership Scheme 

CfE&SS CfE&I, GHA 6 months 

Analysis of current and future CfE&I, P&RC CfED 6 months 

                                                      
3
 The Committee considers that two additional policy officers will be required for a maximum of two 

years and will request that provision is made for the prioritisation of these resource requirements 
through the 2019 Budget Report 
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cost of government intervention 
in the Housing Market and the 
economic and financial 
implications of possible policy 
interventions including 
assessment of the impacts of a 
deposit guarantee scheme for 
FTB’s 
Analysis and assessment of the 
private rental market including 
adequacy of legislative 
protection for tenants and 
landlords 

 
CfE&I 

 12 months 

Analysis of the legislative 
framework and processes 
governing housing quality 
standards and how legislation 
can support the provision of 
good quality housing 

CfE&I,  CfHA, CfE&SS, 
CfHSC 

Policy 
letter Q4 
2018 

 Work streams led by other Committees 
 

Work stream Lead 
Committee/s 

Other 
Committee 
Involvement 

Estimated 
timeframe 

Review of the 2014 analysis of 
the reduction in Document Duty 
for FTB’s, Review of the 
Conveyancing Court and Bond 
fees 

P&RC CfE&I Tobe  
determine
d by P&RC 

Consider establishing a working 
party to regularly monitor the 
mortgage market and processes 
to share information between 
Committees. 

CfED CfE&I, P&RC 6 months 

2 Introduction 

2.1 In September 2015, the Treasury & Resources and Housing Departments 
presented a joint Policy Letter to the States, entitled “Joint Report on First Time 
Buyers Schemes”4.  That Policy Letter was in response to a successful 
Amendment from Deputy Soulsby to set out proposals for the use of any 
increase in the value of the Bond issue for the purposes of helping the people 
of Guernsey onto the property ladder by way of a first-time buyers’ scheme.  
The two Departments were also directed to set out proposals that would help 
first time buyers but would not require funding from any Bond issue.   

                                                      
4States Meeting on 29th September, 2015 (Billet d’Etat XVI) available at 

https://gov.gg/CHttpHandler.ashx?id=98347&p=0 
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2.2 The two Departments  examined a number of potential first time buyers 
schemes and concluded that such schemes were fundamentally inflationary: by 
offering Islanders financial assistance to enable them to buy properties that 
they would otherwise be unable to afford, such schemes help to sustain – and, 
in the longer term, increase – house prices.  The two Departments were of the 
view that first time buyers were best served if house prices stabilised until they 
became more affordable, and then increased only in line with wages.  In their 
view this outcome would best be brought about by an increase in the supply of 
housing.  Consequently Treasury & Resources and the Housing Departments did 
not recommend that the proceeds of the Bond were used to fund the creation 
of a first time buyer’s scheme.  Instead, it was recommended that the 
Corporate Housing Programme Fund should in part be used, as is the case now, 
to facilitate the creation of properties to sell to first time buyers through the 
Guernsey Housing Association’s Partial Ownership Scheme. 

2.3 Deputy Soulsby placed a successful amendment during that September 2015 
meeting of the States of Deliberation, calling for a comprehensive review of the 
housing market.  Specifically, the States directed: 

 “the Housing Department and the Treasury and Resources 
Department (and their successors) to carry out a broad-based 
review of the operation of the Local Housing Market in Guernsey 
and to identify and assess measures that can be taken to mitigate 
house price inflation and influence supply and demand within the 
market.  

 Such a review to be by way of an independent report, of which the 
terms of reference shall include, but not be restricted to:  

 a) A broad-based review of the operation of the Local Housing 
Market in Guernsey including:  

 Identification and assessment of the factors which drive supply 
and demand, including the influence of population change and 
household size;  

 Identification and analysis of the factors influencing the prices 
of houses, including external influences (if any) and the first 
time buyer market;  

 A review of private sector rental costs and their relationship to 
other sectors of the housing market.  

 b) A review of current housing finance mechanisms, including:  
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 An assessment of how house purchases are financed by the 
“average” household;  

 Mortgage lending policies;  

 An examination of ratios of house prices, in relation to 
borrowing capability;  

 The impact of the Guernsey Housing Association partial 
ownership scheme.  

 c)  An assessment of the role of property prices and of the costs 
associated with property ownership on inflation  

 d)  An appraisal of the various options available for Government 
intervention in the Housing Market including what affect the 
various measures may have on housing affordability and 
housing availability”.5 

2.4 The States directed the Housing and Treasury and Resources Departments (and 
their successors), to report back to the States with their findings and 
recommendations together with a copy of the independent report no later than 
the end of July 2016. 

2.5 A further amendment6 to the 2016 Annual Budget Report (Billet d'État No. XIX) 
was approved by the Assembly in October 2015 to delegate authority to the 
Treasury and Resources Department to approve funding for the review of the 
operation of the Local Housing Market in Guernsey from the Corporate Housing 
Programme Fund and/or by a transfer from the Budget Reserve.  This 
amendment to the 2016 Budget was necessary as no provision had previously 
been made to fund the independent report.   

2.6 Consultation was carried out with Deputy Soulsby and Deputy Domaille to 
discuss the housing market review in more detail (Deputy Domaille had placed 
a separate amendment, Billet d’Etat XVI of 29th September, 2015, in connection 
with a States Report on the strategic housing target).  The Environment 
Department was also consulted as the information gathered during the review 
would have a bearing on housing land allocation and housing policies in the 
emerging Island Development Plan and the statutory requirement for a two 
year pipeline housing supply set out in the Strategic Land Use Plan.  

2.7 Following the implementation of the States Review Committee’s 
recommendations for the reform of the machinery of government in May 2016, 
the responsibility for general housing policy was transferred to the Committee 

                                                      
5
 https://gov.gg/CHttpHandler.ashx?id=98340&p=0  

6
 https://gov.gg/CHttpHandler.ashx?id=98378&p=0  

https://gov.gg/CHttpHandler.ashx?id=98340&p=0
https://gov.gg/CHttpHandler.ashx?id=98378&p=0
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for the Environment & Infrastructure (the “Committee”) and hence the 
responsibility to commission the independent review.  After a competitive 
tendering process, the Committee agreed in July 2016 to appoint KPMG to 
undertake the Local Housing Market Review and KPMG was awarded the 
contract in October 2016.  

2.8 KPMG finalised its independent report at the end of August 2017 and the 
Committee released the report into the public domain on 25th August, 2017.  
The Committee made clear that it was releasing the report for information and 
that the next steps were for it to review the report and its recommendations, 
as well as other relevant evidence and information, and that it would then, in 
consultation with the Committee for Employment & Social Security (CfE&SS), 
report its conclusions and recommendations in a Policy Letter for States 
consideration.   

3 Strategic Context 

 Committee Mandates 

3.1 The purpose of the Committee is to protect and enhance the natural and 
physical environment and develop infrastructure in ways which are balanced 
and sustainable in order that present and future generations can live in a 
community which is clean, vibrant and prosperous.  In the context of this Policy 
Letter, it has responsibility for advising the States and developing policy with 
respect to general housing policy in relation to land use, spatial planning, and 
infrastructure and which must also make policy provision for Social and 
Affordable Housing.  This is why the Committee is leading on the production of 
this Policy Letter, with support and engagement from key stakeholders. 

3.2 The purpose of the CfE&SS is to foster a compassionate, cohesive and 
aspirational society in which responsibility is encouraged and individuals and 
families are supported through schemes of social protection relating to 
pensions, other contributory and non-contributory benefits, social housing, 
employment, re-employment and labour market legislation.  In performing its 
role, the CfE&SS responsibilities include advising the States, developing and 
implementing policies on matters relating to its purpose, including inter alia, 
Affordable Housing, including States’ housing, the States’ relationship with 
housing associations, and supplementary benefit, which will become Income 
Support in July 2018. 

3.3 In addition, the P&RC and the CfED have responsibilities that relate to housing, 
and will have some accountability for the delivery of work streams following 
the debate of this Policy Letter, if the propositions are approved by the States. 
The work streams that the P&RC would be involved in, or responsible for, relate 
to assisting first-time buyers, reviewing document duty and bond fees, 
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developing a data collection model, and researching and profiling under 
occupancy.  The work streams that the CfED would be responsible for relate 
primarily to credit provision and the mortgage market.  

 Policy & Resource Plan 

3.4 The States approved Phase 2 of the Policy & Resource Plan in June 2017 (Billet 
d’État XII of 2017, Article 1), which set the policy objectives that the States 
wished to work towards.  As part of the debate on the 2018 Budget, the States 
prioritised the policy areas, and identified Affordable Housing (including social 
housing) as one of its 23 priorities.  Since that debate, the Committee has 
proposed that this policy priority area is renamed  ‘housing policy’, to better 
reflect its original intention to cover both Affordable Housing (which includes 
social housing) within the mandate of the CfE&SS  and general housing policy 
(including policy provision for Affordable Housing) within the Committee’s 
mandate.   

3.5 The definitions of different types and tenures of housing are set out at 
Appendix 2 for information.  However, it is important to clarify that Affordable 
Housing has a specific definition in The Land Planning and Development 
(Planning Covenants) Ordinance, 2011 and comprises Social Housing provided 
for persons on low incomes or with other specific needs identified by the 
CfE&SS and Intermediate Housing.  As defined it is not specifically concerning 
the affordability of housing although the Committee recognises that this is 
generally what it is interpreted to be. This often leads to confusion and so the 
Committee will consider the definition of terms as part of the Housing Strategy 
to seek to resolve misunderstanding.  

3.6 This policy priority focuses on improving Affordable Housing options to ensure 
appropriate availability, quality and affordability of both States’ housing and 
the housing provided by registered housing associations.  In addition, the 
priority also focuses on the supply of an appropriate amount of housing of the 
required size, mix, type and tenure to meet the island’s housing needs in an 
affordable and sustainable way, including through Affordable Housing and 
private sector housing.  

3.7 Policy objectives include timely access to homes of a good standard and an 
appropriate size, mix, type and tenure and a significant reduction in waiting lists 
for social housing.  They also include the investigation of measures which may 
contribute to the affordability and availability of housing.  The intention is for 
the States to strengthen its partnership with the GHA, and to review the 
provision of housing for key workers in the public sector.  In addition, steps will 
be taken to reduce the misallocation of social housing units. 
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3.8 The Committee and the CfE&SS intend to continue to work together to deliver 
the objectives of this Priority approved by the States of Deliberation.  The 
independent report ‘Guernsey Housing Market Review’ (the KPMG Report) 
provides a useful independent assessment as a first step to help inform the 
development of policies in this area. 

 Review of Population Management Law 

3.9 In March 2017 the States agreed an Amendment that instructed the P&RC to 
lead a review of the Population Management Law which came into force on   
3rd April 2017 and its underpinning policies including a review of overarching 
strategic population policy.  Although the review is on-going so has not 
influenced this Policy Letter, as population policy could have a direct impact on 
future housing requirements and policy, the Committee is very aware of the 
need for constant review of the population position whilst developing housing 
policy. 

 The Strategic Land Use Plan and The Island Development Plan 

3.10 The Strategic Land Use Plan, 2011, (SLUP) recognises the importance of striking 
the right balance between housing supply and demand so that the market can 
operate effectively.  Core objectives are to improve housing availability, quality 
and affordability and to enable people to stay independent in their own homes.  
The SLUP requires Development Plans to provide scope and flexibility for a 
sufficient quantity of housing provision to meet all identified needs.  It requires 
that Development Plans put in place a minimum five year land supply to meet 
the annual requirement for new homes determined by the States and then to 
review the policies before the end of the first five years period in order to 
assess the appropriate scale of housing land supply for the remaining five years 
of the Plan.  It also requires the DPA to maintain a minimum two year ‘pipeline 
supply’ of housing permissions that are able to come forward for development. 

3.11 Consistent with the SLUP, the IDP makes provision for the Island’s housing land 
requirement for the first five years of the Plan period. When the IDP was 
adopted in November 2016, this indicator was set at 300 additional new 
dwellings each year. In accordance with the SLUP, the Authority seeks to ensure 
that a two year housing provision is effectively made at any one time through 
housing permissions.  The policies of the IDP require that where housing 
proposals can accommodate a variety of dwellings, it will normally be expected 
that the mix and type is reflective of the demographic profile of households 
requiring housing at the time. 
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4 The KPMG Report Findings and the Committee’s conclusions 

 Introduction  

4.1 The KPMG Report focuses on Guernsey’s local housing market, and was 
commissioned to: 

 Predict current and future demand for housing, including Affordable 
Housing; 

 Subdivide the proposed strategic housing target into Affordable Housing 
and general market housing; 

 Investigate price trends in the local market for residential property; 

 Report on factors influencing the price of housing; 

 Conduct qualitative and quantitative research to identify financial and 
nonfinancial barriers to ownership with particular reference to first time 
buyers; 

 Explain the methods of financing property purchase used by ‘average’ 
households; 

 Review private sector rental costs, assess their affordability and their 
relationship to other sectors of the housing market; and 

 Examine the various options available for Government intervention in 
the housing market including what effect the various measures may 
have on housing affordability and housing availability. 

4.2 The KPMG Report, despite its narrow scope, is useful in that it represents one 
source of information when considering general housing policy in Guernsey, 
and which can inform government when determining action and direction to 
meet its priority as set out in the Policy & Resource Plan.  At the same time, the 
Committee stresses that the conclusions are not exhaustive in the development 
of housing policy and represent findings at a point in time and there will have 
been changes since publication of the report.  There will also be other evidence 
and information which will be of relevance (e.g. housing waiting lists, Guernsey 
Annual Housing Stock Bulletin).  However, it recognises that this independent 
report, together with other key information will provide the foundations on 
which to redefine government’s role in the local housing market and in setting 
housing policy in this area for the medium term.  

 Consultation and Engagement 

4.3 The KPMG Report itself was compiled drawing on feedback from industry 
stakeholders and also the results of a First Time Buyer survey.  The Committee 
and CfE&SS published the KPMG Report in August 2017 in order that the 
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market, community and government could consider the report prior to any 
immediate assessment.  The reaction to the report helped to inform the two 
Committees’ consideration of the issues raised.  

4.4 In early October 2017, the two Committees held a joint workshop to consider 
the findings and recommendations of the KPMG Report.  Due to the wide-
ranging nature of the recommendations, it was agreed that the views of the 
GHA, the P&RC and the CfED would help inform the Committees’ deliberations.  
All three bodies were consulted in order to gather their comments on the 
report’s findings and recommendations relevant to their mandates as well as 
more generally.  The responses received have assisted with the preparation of 
this Policy Letter and are attached in Appendices 3, 4 and 5.  There were also 
meetings held with the private sector and the Guernsey Housing Association to 
discuss the KPMG Report.   

4.5 The sections below outline the findings of the KPMG Report and the 
Committee’s conclusions.   

 Affordability for First Time Buyers 

4.6 The KPMG Report finds that FTB’s as a group can act as a key stimulant to the 
market, so any assistance provided is likely to benefit the wider market in the 
short-term.  Affordability ratios (calculated by dividing house prices by gross 
annual earnings) are worst at the lower end of the market quartile 
(approximately 15 times).  FTB’s will also suffer higher mortgage interest rates 
due to higher Loan to Value requirements.  The level of deposit required is a 
challenge for FTB’s (deposit of 10% and transaction costs <4%), rather than the 
ongoing cost of the mortgage.  

4.7 The KPMG Report considers the introduction of a Help to Buy Scheme (deposit 
loan, guarantee or saving schemes) is unlikely to improve affordability ratios for 
FTB’s.  Instead it considers them to be a stimulant for demand that is likely to 
be inflationary if launched without an appropriate supply side policy.  The 
KPMG Report findings reconfirm those of the previous States research in 2015 
into the potential provision of a Help to Buy Scheme.  The conclusion of the 
KPMG Report is also that such schemes could lead to higher Loan to Value 
requirements, carry a greater risk of negative equity and are a risk to 
government’s investment/guarantee in such schemes.  For example, experience 
of such schemes in the UK has led, in some cases, to developers charging a 
premium for Help to Buy properties and inflation in the price of new-build 
dwellings such that the divergence between new-build and second-hand prices 
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is higher than it’s been since records began7.  The Report does not consider a 
Help to Buy scheme would produce long-term benefits for Guernsey.  

4.8 The Committee is aware that, since the KPMG Report was drafted, there are 
signs that Guernsey’s housing market, generally, is beginning to  emerge  from 
the downturn with access to  new lenders being established, some easing in 
lending requirements and with more options being offered to FTB’s.  However, 
the housing market remains fragile with fluctuations in house prices and the 
numbers of transactions showing both growth and fall recently. Whereas 
Guernsey’s Local Market house price index for Quarter 4 2017 showed a 0.3% 
increase on the previous quarter and a 2.5% increase in house prices and 39 
more transactions than in the same quarter in 20168, Quarter 1 of 2018 has 
shown a fall in both house prices and transactions from the previous quarter 
and the corresponding quarter in 20179.  Under current market conditions, the 
Committee does not consider that a Help to Buy Scheme would produce long 
term benefits for Guernsey and that caution should also be exercised with 
suggesting such a scheme as this might unsettle a fragile housing market.  It 
considers that to interfere significantly in the market at this time could easily 
do more harm than good.   

4.9    However, the Committee is aware that by far the largest cost to FTB’s and a 
barrier to entering the market (as established in the KPMG Report) is the 
deposit required.  The P&RC has suggested that there might be merit in 
exploring a deposit guarantee scheme. Therefore, whilst remaining cautious 
about any steps which could result in a long-term increase in housing prices, in 
view of the comments of the P&RC the Committee will explore further the 
impacts of a deposit guarantee scheme for First Time Buyers as part of the 
development of a Housing Strategy. 

4.10 The Committee agrees with the analysis and conclusion of the KPMG Report 
that  a Help to Buy Scheme, whilst having a short term benefit for some FTB’s, 
would exacerbate  longer term issues of affordability, could have a very 
negative impact on the housing market as a whole and carries with it risks to 
government investment. However, the Committee will explore further the 
impacts of a deposit guarantee scheme for First Time Buyers as part of the 
development of a Housing Strategy. 

4.11 Specifically with respect to FTB’s, the KPMG Report makes a number of 
recommendations relating to partial ownership, changes to document duty, 
encouraging the development of specific FTB housing and the provision of 
advice to FTB’s.  The specific recommendations and the Committee’s 
conclusions to each are set out below.  

                                                      
7
 ‘The help to buy premium – and its unintended consequences’ Morgan Stanley 2017 

8
  Guernsey Quarterly Residential Property Prices Bulletin- Q4 2017 issued 9

th
 February 2018 

9
  Guernsey Quarterly Residential Property Prices Bulletin- Q1 2018 issued 11

th
 May 2018 
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4.12 The KPMG Report recommends that the States works with the GHA to design 
criteria for a secondary GHA partial ownership scheme which would allow stair-
casing up to 100% ownership and which would therefore incentivise FTB’s to 
move onto the private market within a defined period.  Typically, GHA clients 
do not tend to staircase but remain as partial owners.  Although the 
Committee, the CfE&SS and the GHA do not agree that people should be able 
to stair-case up to 100% ownership, as this would potentially reduce the stock 
of partial ownership properties and prevent their release back into the market 
for new partial owners to occupy, they all consider there is merit in reviewing 
the existing partial ownership scheme.  Since publication of the KPMG Report, 
the GHA has commented that it would consider stair-casing up to a maximum 
of 90% ownership. 

4.13 The P&RC and the Committee concur that, given the small scale of the Partial 
Ownership sector in Guernsey, a secondary scheme would be inappropriate.  
The GHA commented that the Partial Ownership Scheme, which has operated 
over the last ten years, has shown that many of the existing partial ownership 
leaseholders are unable to buy more equity and are unlikely to buy into the 
private sector.   

4.14 The Committee does not consider, therefore, that a second Partial Ownership 
Scheme would bring benefits to FTB’s in the Guernsey context.  It proposes, 
however, to review the current Partial Ownership Scheme to inform the 
future development of the Housing Strategy. 

4.15 The KPMG Report further recommends that the States consider changes to 
Document Duty for FTB’s, including options such as the removal of Document 
Duty and Bond Fees for FTB’s, setting maximum thresholds for relief, 
considering timeframes that any relief would remain in place, and designing a 
registration process to determine eligibility for FTB’s.  The P&RC has highlighted 
that the restructuring of Document Duty in the 2017 Budget will have reduced 
the Duty payable on property below the average value and this may have 
already provided some assistance to FTB’s.  

4.16 The P&RC has noted the policy of relief for FTB introduced in the UK in 
November 2017, and recognises that it might appear attractive and worthy of 
future investigation.  Indeed, it is a policy that has been used intermittently, 
and the Committee is aware of the benefits of being able to turn this policy on 
and off as and when it is required.  However, the P&RC is cognisant of the risk 
that this could simply drive house prices up and further damage the ability of 
FTB’s to acquire their own properties.  The P&RC indicated that it would wish to 
undertake a review of the previous analysis of the impacts of a reduction in 
Document Duty for FTB’s in 2014 to fully assess the impacts of this policy 
instrument.  
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4.17 It has acknowledged, however, that the total transaction costs for a lower value 
property in Guernsey are still substantially more expensive than making the 
equivalent purchase in the UK or Jersey and that by far the largest cost to FTB’s 
and a barrier to entering the market (as established in the KPMG Report) is the 
deposit required.  On this basis, and whilst remaining cautious about any steps 
which could result in a long-term increase in housing prices, the P&RC has 
suggested that there might be merit in exploring other ways to assist FTB’s such 
as a deposit guarantee scheme (please see  paragraph 4.9), review of Bond Fees 
and assessing the merits of Guernsey’s Conveyancing Court.  The P&RC intends 
to conduct a review of the latter, which would be in accordance with the Public 
Sector Reform agenda and the transformation of public services. 

4.18 The Committee notes the P&RC’s willingness to review the 2014 analysis of 
the reduction in Document Duty for FTB’s and Bond fees.  The Committee also 
notes the P&RC’s proposal to review the Conveyancing Court.  The Committee 
would expect any reduction in transaction costs arising from such a review to 
be passed onto the market. 

4.19 A recommendation of the KPMG Report is that the States encourage the 
development of housing specifically for FTB’s through the land planning 
mechanism, by identifying areas of land suitable for FTB housing and applying 
relevant zoning or planning conditions.  This would include defining criteria for 
eligibility, price conditions, and mechanisms for owners to sell their property 
on.  The recommendation was to pilot this on a limited scale with up to 15 units 
in the first stage. 

4.20 It is recognised that supply side interventions can have a role to play in 
addressing barriers to market entry for FTB’s.  The current planning policy 
framework does not enable zoning for housing specifically designated as a FTB 
development.  Any changes to the IDP to effect this recommendation would 
require a statutory process involving a substantial amount of consultation, 
review, and resource investment and cost.  This policy approach would be 
undesirable as it would effectively sterilise any land zoned for first time buyers 
housing so that it could not be used for any other purpose if required without 
further changes to the IDP.  

4.21 In any case the IDP policies now say, where housing proposals can 
accommodate a variety of dwellings, it will normally be expected that the mix 
and type is reflective of the demographic profile of households requiring 
housing at the time.  The IDP policies now provide the mechanism for the 
States to expect development to provide the type of housing required at that 
time.  This can include FTB’s housing.  The existing land use policies are flexible 
enough to provide for new FTB housing as and when it is identified that it is 
required without the need to sterilise land by allocating it for a specific 
purpose. 
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4.22 Given the above policy mechanism to provide housing for FTB’s, references to 
‘lack of land supply’ in the KPMG Report are inaccurate as the IDP has identified 
a five year supply of land for housing (based on the current Strategic Housing 
Indicator of 300 units per year).  The most recently published IDP Quarterly 
Monitoring Report indicates an increase in the pipeline supply (2 year supply) 
of dwellings to 1177 dwellings which substantially exceeds the current Strategic 
Housing Indicator requirement of 600 units.  Developers may have not acted on 
planning permissions given, as discussed below, but that is a separate issue to 
land supply. 

4.23 The Committee will ensure that there continues to be a sufficient housing 
land supply identified to satisfy the approved Strategic Housing Indicator and 
will work with the DPA regarding the 5 year review of housing land supply in 
the IDP to help to identify a housing land supply for 2021 to 2026.  The 
Committee will collect data about and monitor type and mix of housing to 
ensure that it is reflective of the demographic profile of households requiring 
housing at any particular time, including in relation to FTB housing, and will 
advise the DPA accordingly in relation to specific development proposals.  

4.24 Finally, with regard to FTB’s the KPMG Report recommends that the States 
creates a mechanism for the provision of impartial advice to FTB’s.  The 
suggestion is to produce literature for FTB’s, to explain the property buying 
process and options, and the consideration of holding a FTB’s property event to 
help educate and promote the partial ownership scheme available through the 
GHA. 

4.25 In times of financial constraint and with the need to prioritise limited resources, 
the Committee does not consider it would be appropriate for the States to step 
in to offer advice in areas where the private sector should be functioning.  The 
provision of financial and other advice to FTB’s should be provided by private 
sector providers and the GHA.  The Committee welcomes the financial advice 
and education that is now provided in secondary education as part of the 
Personal, Social, Health and Economic education within the Guernsey 
Curriculum.  The Committee would be willing to help facilitate the organisation 
of a FTB’s event involving relevant stakeholders. 

4.26 The Committee does not propose to provide a mechanism for the provision of 
impartial advice to FTB’s, except for helping to facilitate a FTB’s event, in 
which members of the industry have indicated an interest in participating 

 The Strategic Housing Indicator 

4.27 Following Guernsey’s first ever Housing Needs Survey, which was 
commissioned in July 2000, and completed in 2001, the then States Housing 
Authority published a Policy Letter (Billet d’État IX of 2002, Article 9) which 
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outlined the key findings from that survey.  It was anticipated that, based on 
the objectives of the survey, that it would inform the Authority of the demand, 
in terms of the number of additional units required, the proportion of those 
that should be social sector homes, and how demand and need would change 
over the next five years.  The survey results and subsequent Policy Letter 
indicate that there was an annual shortfall in housing provision, and in 
particular a mismatch between supply and demand, driven by issues around 
the affordability and availability of appropriate housing. 

4.28 The States resolved that the States Strategic Housing Target should be set at 
300 units per year.  This was projected at the time to provide an annual surplus 
of 121 properties, which could be absorbed by the backlog of potential 
householders, living with their parents for example, and to resolve some of the 
‘mismatches’ in housing provision.  However, that housing target was not 
designed to address the tenure and affordability ‘mismatches’ that were the 
root of the Island’s housing problems at the time, and a problem we continue 
to see today. 

4.29 Further Resolutions from that 2002 debate directed that the above target of 
300 units per year be in place for a maximum of three years and then reviewed 
as part of the 2004 Housing Needs Survey.  Subsequent Housing Needs Surveys 
were directed to be carried out at intervals of no more than five years.  Each 
time they have been carried out, the target approved by the States in 2002 has 
been reviewed and the States has determined that it remain at 300 new units a 
year. However, in September 2015 (Billet d’État XVI of 2015, Article 14), the 
recommendation to retain the Strategic Housing Target at 300 units per year 
was not approved by the States, and instead the Housing Department was 
directed to undertake an objective Housing Needs Survey, which led to the 
KPMG Report. 

4.30 The Strategic Housing Indicator is important as a guide to the right balance 
between housing demand and supply.  It informs the housing land supply 
identified in the IDP to provide for a sufficient quantity of housing provision to 
meet identified needs and there is a requirement, through the SLUP, for the 
DPA to demonstrate that there is a maintained minimum two year supply of 
housing permissions within the ‘pipeline’ that are able to come forward for 
development.  The DPA also monitors the supply of housing on a quarterly and 
annual basis. 

4.31 As explained in the Housing Department’s 2015 Policy Letter (Billet d’État XVI of 
2015, Article 14), the requirement to ensure that a sufficient number of 
planning permissions are granted each year to provide a two year pipeline 
supply (600 units) has been consistently met.  However, landowners and 
developers have not implemented all of the planning permissions.  This has led 
to the strategic housing target not being met in terms of construction and 
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completions for some time.  In 2017 there was a net increase of only 86 units 
constructed, although this was showing a minor increase of 0.3%10.  Primarily 
this is due to the economic climate.  In addition, until recently, the pipeline 
supply was not able to address the size, type, mix and tenure required by the 
demographic requiring housing at any one time and represents an untargeted 
provision measured purely in terms of numbers of permissions granted. 

4.32 It is important to understand that the States has no control over 
implementation of planning permissions and cannot force developers to 
construct those housing units with planning consent so has no control over how 
many residential units are actually built.  This is heavily influenced by external 
matters such as finance availability and requirements, capacity of the 
construction industry and personal choice and investment and cannot 
therefore be a target that the States has any control over meeting.  The term 
‘target’ is therefore misleading. The Committee proposes to refer to the future 
housing requirements as Strategic Housing Indicators to more accurately reflect 
their purpose. 

4.33 In forecasting future housing requirements the KPMG Report took the number 
of local market homes in 2014 from the 2014 census data and considered the 
impact of population change, demographics and migration.  At this point the 
report estimated 5.8% (just under 1300 households) of Guernsey’s local 
housing market was overcrowded in 2014 and that 10% (just over 2500 
households) of Guernsey’s households were under occupied.  The KPMG Report 
therefore concluded that there is a sufficient stock of rooms in Guernsey to 
theoretically eliminate overcrowding; it is in effect a challenge of reallocation.  

4.34 The future housing requirements set out in the KPMG Report were not 
designed to address overcrowding; it assumed that people should move 
themselves into the right size property for their requirements.  In this regard, 
the Committee notes that, within the terms of its mandate, it cannot directly 
influence people who are under/over-occupying general market properties or 
compel them to move to the right sized property.  It can ensure that the 
policies are in place, through the IDP, to allow the supply of dwellings of an 
appropriate size, type and tenure to encourage people to move to an 
appropriate property.  Regarding Affordable Housing though, CfE&SS can have 
more direct influence within its mandate and has started work to decant, 
renovate and reallocate properties, to ensure that tenants are housed in 
properties that are suitable for the size of their household and their needs. 

4.35 In order to provide a more refined analysis of future housing requirements the 
KPMG Report splits the Strategic Housing requirement into general market 
housing (private requirement) and Affordable Housing.  To do this the report 
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 Guernsey Annual Housing Stock Bulletin March 2018 
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considered the historical relationship between the total housing stock and 
Affordable Housing stock and the demand for Affordable Housing at the time 
the report was written.  The KPMG Report recommendations are modelled on 
reducing waiting lists for Affordable Housing by 40%, to 60% of their level at the 
time. The full methodology used by KPMG is set out in pages 20 to 26 in 
Appendix 1.  This modelling led to the reports recommendation for the range of 
numbers of Housing Units required by size (number of bedrooms) and tenure 
through to 2021 as set out in the table below. 

Additional Housing Units required by Tenure and Bedroom 2014 to 2021 
(and 2017 to 2021 for Affordable Housing Units) 

 Total Requirement Affordable 
Requirement 

Private 
Requirement 

Bedrooms Min Max Min Max Min Max 
1 203 277 116 

(71) 
167 

(101) 
88 110 

2 238 332 65 
(40) 

94 
(57) 

173 238 

3 189 278 53 
(32) 

77 
(47) 

136 201 

4 55 85 5 
(3) 

7 
(4) 

49 77 

5+ 13 23 0 
(0) 

0 
(0) 

13 23 

 698 995 239 
(146) 

345 
(209) 

459 649 

 *Affordable Housing requirements were updated to predict the housing 
requirement for 2017 to 2021; this data is reported in brackets in the table 
above.  Data on additional private homes built was not available. 

4.36 The Committee has noted that, in the Guernsey context, there is quite a large 
range between the minimum and maximum requirements identified in the 
KPMG Report.  Therefore the Committee has identified the median 
requirement and applied a plus or minus variance to accord with the range 
recommended in the report in order to provide a more targeted indicator.  
Until such time as more robust, reliable and frequent data is available on which 
to recommend Strategic Housing Indicators the plus and minus variance will 
give the flexibility for the indicators to react to market changes in a timely way.  

4.37 The Committee recommends that the States Strategic Housing Indicator be set 
at creating 635 new units of accommodation between 2017 and 2021, with a 
plus or minus variance of 149 new units equating to an annual average of  127 
additional units of accommodation with a plus or minus variance of 30 new 
units of accommodation11; 
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 Numbers may not sum due to rounding 
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4.38 The Committee further recommends that the States Strategic Housing Indicator 
be split into an Affordable Housing Indicator set at creating 178 units of 
Affordable Housing over the next five years with a plus or minus variance of 32 
new units and a private market housing indicator of 457 new units of 
accommodation with a plus or minus variance of 117 new units of 
accommodation for the same period. 

4.39 As the proposed Strategic Housing Indicator of 635 new units of 
accommodation between 2017 and 2021 is substantially lower than the existing 
Strategic Housing Target of 1500 units over the same period of time (300 units 
per year) there will be no immediate requirement to amend the IDP to identify 
housing land supply.  As the IDP has provided for a five year supply of housing 
land at the former higher requirement this will simply be taken into account 
when providing for the next five year housing land supply in 2021 in accordance 
with the SLUP. 

4.40 Although the Committee welcomes the preparation of revised figures to update 
those provided in the last Housing Needs Study which was carried out in 2011, 
and the breakdown between private sector and Affordable Housing which 
provides a more refined analysis of future housing requirements which  can 
facilitate a more targeted approach to future housing policy, it  recognises that 
the KPMG Report analysis is predicated on forecasts which were available at 
the time the report was compiled. It is aware that some of the data in the 
report is already out of date and that its analysis does not reflect current 
waiting list data, or developments which have taken place since the report’s 
conclusions and recommendations.  For example the KPMG Report suggests 
that we need between 3-4 more Affordable Housing units with 4 bedrooms 
whereas the waiting list now suggests that 25 households are waiting for a 4 
bedroom property.  The Affordable Housing requirement figures produced by 
the KPMG Report were based on reducing the waiting lists by 40%, to 60% of 
their levels, which was the revised policy position of CfE&SS at the time that the 
KPMG Report was commissioned in 2016.  Since then, the waiting lists have 
significantly reduced from those levels.  This is primarily as a result of the GHA’s 
recent developments.  

4.41 Nevertheless, until data collection and analysis for the purpose of setting 
Strategic Housing Indicators is more frequent and reliable the Committee 
recognises that there is no other robust evidence, other than that presented in 
the KPMG Report, on which to recommend future housing supply 
requirements. (please see paragraphs 4.45 and 4.46 below) 

4.42 Until such time as more robust, reliable and up to date data is available on 
which to recommend Strategic Housing Indicators, the Committee has based 
the future housing requirements on the most up to date evidence available as 
set out in the recommendations of  the KPMG Report but expressed as a 
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median requirement with a plus or minus variance to give the flexibility for 
the indicators to react to market changes in a timely way.  The Committee 
also proposes to refer to the future housing requirements as Strategic 
Housing Indicators in recognition of the fact that historically referring to these 
as targets was misleading.  

4.43 The KPMG Report also concluded that the data recording the net change in 
general market housing units by bedroom should be maintained on an ongoing 
basis and integrated with real time monitoring of progress toward housing 
targets.  

4.44 The Guernsey Annual Housing Stock Bulletin monitors change in housing by 
bedroom.  Since October 2017 the process for gathering information on the 
number of bedrooms per unit has been automated increasing the accuracy of 
bedroom information collected from Estate Agents’ websites but is not 
available for all of the island’s domestic property units (not available for 8.7% of 
units).  Recently the DPA has also begun to monitor housing planning 
permissions given in terms of number of bedrooms which will provide for a 
more refined analysis of the ‘pipeline supply’ of housing permissions.  By 
actively monitoring activity in the market this data set will remain up to date 
and provide a reactive mechanism so that policy making decisions in the future 
are in relation to the market at the time.  For example it will be essential in 
order to be able to ensure that new housing is reflective of the demographic 
profile of households requiring housing at the time in accordance with IDP 
policies.  If robust and real time monitoring can be established, in the future 
there may be scope to make the requirement to repeat a Housing Needs Study 
at least every five years unnecessary in much the same way as the e-census 
provides a live population census.   

4.45 The Committee will liaise with the P&RC and the DPA in order to inform 
investigation of  how best to monitor  the net change in private units by 
bedroom and the housing market generally and how to integrate this with the 
monitoring and review of the Strategic Housing Indicators. 

4.46 The KPMG Report also recommends that the States considers the collection, 
and where appropriate, the publication of additional Key Performance Indicator 
data.  Whilst the housing market is difficult to interpret, in order to make 
effective and efficient use of land it is important that the mix and type of 
housing delivered is reflective of need at a particular time.  In particular this 
includes considering the key inputs into the housing indicators model to inform 
the calculation of future housing requirements, and comparison against the 
supply of additional units of different types, size and tenures to identify any 
likely gaps.  
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4.47 The Committee agrees that the regular collection and publication of relevant 
and reliable data as outlined in the KPMG Report is important so that analysis 
of future housing requirements and the formulation and implementation of 
housing policy is robust, up to date and accurate and would also aid with 
transparency and understanding of the market.  The establishment of an 
appropriate data collection model, data collection processes and publication 
of information collected is identified as an important work stream which will 
provide evidence for and inform the Committee’s proposed Housing Strategy.  

 Credit Provision for the Housing Market 

4.48 The KPMG Report noted that there have been periods when there has been a 
contraction of credit availability for the local housing market, driven principally 
by a fall in the number of lenders, as well as a tightening of banks’ lending 
criteria.  This has been a factor in falling transaction volumes since 2013.  The 
report suggested that there is a need to increase and diversify the availability of 
mortgage credit in Guernsey to reduce risk and provide more choice of 
products.  It recommends that this could be achieved through increased lending 
from the existing lenders as well as attracting new mortgage providers to 
Guernsey.  The KPMG Report concludes that there needs to be a minimum of 
an additional £20m of credit made available in order to move away from the 
highly concentrated market position Guernsey is in.  It makes three 
recommendations to help move towards this. Although there have been some 
recent changes which has seen new mortgage lenders enter the market and 
increased choices for borrowers the Committee considers that the KPMG 
Report recommendations have merit in this respect. 

4.49 The Committee sought the views of the CfED on the three recommendations in 
the KPMG Report relating to Credit Provision within Guernsey. 

4.50 In the first instance the report recommended that the States establish a 
working party with representatives from government, the AGB and the GFSC to 
regularly monitor the mortgage market. 

4.51 The CfED noted that banking, globally, has experienced a degree of 
retrenchment since the financial crisis of 2008 and this is reflected in the 
current concentration of lenders in relation to the local housing market.  One of 
CfED’s existing policy priorities is to secure and grow the banking sector12 
acknowledging that this is a long-term project.  

4.52 The CfED advised that there are existing forums for stakeholders to advise on 
issues affecting the mortgage market and there has been recent dialogue with 
members of the AGB and the Commercial Bar.  In addition the CfED provides a 
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monthly forum for all stakeholders (including the GFSC) to advise on issues and 
developments affecting the finance sector generally, including the mortgage 
market and the P&RC Data and Analysis team publish quarterly residential 
property prices bulletins which give prices of local and open market house 
transactions in Guernsey.   

4.53 The CfED is however supportive of the working party recommendation and will 
be discussing it with the AGB and the GFSC to understand their views in respect 
of the establishment of a working party.   

4.54 The Committee welcomes the CfED’s consideration of establishing a working 
party with representatives from government, the AGB and the GFSC to 
regularly monitor the mortgage market. 

4.55 Secondly the KPMG Report recommended that a shortlist of potential new 
lenders should be approached to better understand their appetite to enter the 
market and the barriers that they face. 

4.56 The CfED has advised that this recommendation reflects an ongoing policy 
priority of the CfED, and which resulted in access to several new lenders, 
including the “Family Building Society”, “Nash & Co Capital ltd” and “Ultimate 
Capital” through a  business set up in 201713 .  The CfED is committed to 
continue working with Guernsey Finance and the GFSC to identify potential 
new lenders and to understand what, if any, barriers they perceive exist in 
respect of the Guernsey market. 

4.57 The Committee recognises the CfED’s work to deliver its policy priority in this 
respect will work towards fulfilling the recommendation in the KPMG Report 
regarding encouraging  new entrants to the lending market. 

4.58 Finally, the KPMG Report recommended that there should be ongoing dialogue 
with existing lenders to keep abreast of their lending appetite and the 
challenges they face. 

4.59 The CfED advised that there is ongoing dialogue with local lenders through 
established forums to understand their concerns and areas where they feel 
government support is required.  The CfED understand, from the AGB, that 
local lenders are of the opinion that the market is functioning correctly at the 
current time. 

4.60 The Committee supports ongoing dialogue and communication between CfED 
and the industry and will work with the CfED to establish a process between 
the two Committees to ensure that the important information gained in 
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dialogue with the Industry is regularly shared in order inform monitoring of 
the market and housing policy. 

 Provision of Key Worker Housing  

4.61 The KPMG Report concluded that the affordability of housing on the island 
might impact on the ability to attract, recruit and retain key workers.  Key 
workers are currently housed in a mixture of States of Guernsey owned 
properties, GHA owned properties, and private sector rentals.  Key Worker 
Housing is considered Affordable Housing.  

4.62 The KPMG Report recommends that the States of Guernsey could consider 
building specific key worker accommodation, or could provide a long-term 
guarantee of occupancy of rental units to the private sector, in order to 
encourage them to develop dedicated key worker units. 

4.63 The report recommended that the States should assess the current cost of 
support given to key workers for accommodation; more tightly define who 
comprises key workers in Guernsey, and assess future needs for key worker 
accommodation, while reconciling this to the GHA’s intentions for 
development.  Finally, the report recommended that, if desirable, the States 
should liaise with the private sector to better understand their appetite for 
developing key worker accommodation. 

4.64 Primarily, at present, key worker accommodation is provided for nursing staff 
employed by the Committee for Health & Social Care, but also a small number 
of teachers employed by the Committee for Education, Sport & Culture, and on 
occasions, some staff employed by the Committee for Home Affairs.  However, 
the definition of what constitutes a Key Worker is unclear and has most 
probably changed over time.  An important first step for any work stream 
considering the role of, and need for, key worker housing must be to analyse 
the current situation, including the implications of States approved strategies 
and policies, and requirements across all of the States and to define what is 
considered a key worker in the Guernsey context at this time as well as how, 
why and if key worker housing should be provided and the costs and impacts 
involved.  

4.65 The Committee has consulted with the P&RC on the provision of key worker 
housing, as the Human Resources function is best placed to possess the 
necessary information and co-ordinate responses informed by operational 
needs within the individual Service Areas.  The P&RC has confirmed that the 
provision of key worker housing is critical to the sustainability of public services 
and that it is actively engaging in responding to the recommendations in the 
KPMG Report.  In addition, the CfE&SS has been consulted, as the Committee 
that has mandated responsibility for Affordable Housing, of which key worker 
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accommodation is a part.  The CfE&SS has indicated that it agrees with the 
Committee about the importance of establishing a definition of key workers 
and the requirements at this time across the States as a starting point for any 
work stream considering the provision of key worker housing.  The GHA has 
confirmed that it wishes to work with the relevant Committees on its key 
worker housing needs and to help to define key workers more clearly in 
relation to the island’s needs at this time. 

4.66 The Committee recognises that if initial analysis concludes that key worker 
housing should be provided  a key worker housing  strategy for Guernsey will 
be required as part of Housing Strategy generally and will entail work with the 
CfESS, GHA and the private sector as providers to match supply with demand.  
This will include clear definitions of key workers, determining an 
accommodation policy and clarity on funding sources etc. 

4.67 The Committee welcomes the P&RC’s support for the recommendations in 
this respect.  The Committee intends to work with all relevant Committees, 
the GHA and the private sector to establish clear definitions of key workers, 
to analyse key worker housing requirements at this time and the costs and 
benefits of provision.  If initial analysis concludes that key worker housing 
should be provided a key worker housing strategy for Guernsey will be 
developed as part of the Housing Strategy generally.  

 Provision of Elderly Tenures 

4.68 In summary, the KPMG Report confirmed that Guernsey’s demographic 
projections indicate a rapid increase in the number of people aged over 65 in 
the coming years.  Currently, only 2% of over-55s live in dedicated over-55s 
housing, and that over-55s could free up larger homes and reduce under 
occupancy of Guernsey’s housing, by moving to dedicated over 55s 
accommodation.  On this basis, the report recommended that: 

  the States should construct an accurate waiting list for over 55s 
dedicated housing tenures to influence development,  

  there should be an ongoing dialogue with developers to understand the 
challenges they face in this part of the market, and  

  the States should support over-55s dedicated housing tenures through 
the planning process. 

4.69 The Committee has sought the views of the P&RC, which has responsibility for 
Data and Analysis.  The Committee is aware of the sector already attempting to 
meet the assumed needs of homeowners through the provision of 
accommodation for over 55’s, but notes that these have not generally been 
successful to date.  The P&RC recognises that a waiting list for over 55s would 
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provide additional information of unmet demand however, it advises that the 
compilation of a single list would not be feasible given the mix of providers in 
the market, and that individuals may be included on multiple lists leading to 
inaccurate data on which to base policy.  The Committee does not consider any 
list would ever remain accurate, and that the market is best placed to 
anticipate and forecast demand.   

4.70 The KPMG Report recommendations focus predominantly on further supply 
side interventions, and the Committee does not believe that the shift in 
demand is going to be wholly addressed by the  three recommendations in this 
area.  In addition, although not exclusively reserved for the elderly, there is a 
clear synergy between the provision of specialised housing including extra care 
housing and elderly tenures which requires further assessment. The Committee 
considers the report’s recommendations to be somewhat blurred and that the 
issue is not so much an issue of supply but is more likely to be to do with the 
mismatch of housing stock.  

4.71 The Committee recognises that a work stream is required to consider the 
requirements for elderly tenure housing, including assessment of specialised 
housing and extra care housing needs, in order to examine the likely future 
requirements and the options and mechanisms for delivery and the costs and 
impacts involved.  This work stream will have close associations with the 
Supported Living and Ageing Well Strategy (SLAWS) which was adopted by the 
States in 2016, which sets out how the States will plan and provide for the long-
term care needs of islanders, particularly in the areas of providing independent 
living for all and providing appropriate housing for an aging population 
including recognising long-term care needs.  This work stream would develop 
an elderly tenure strategy for Guernsey as part of the review of Housing 
Strategy generally.  

4.72 The Committee has concluded that the recommendation to construct an over 
55’s waiting list is not an appropriate mechanism to address the issue of 
elderly tenures and could result in inaccurate foundation evidence on which 
to base policy. 

4.73 The KPMG Report also recommended that the States should consider providing 
assistance to those wishing to move into more dedicated units.  It commented 
that this assistance could possibly include providing Document Duty Relief and 
assisting with physically moving property. 

4.74 The Committee recognises that this recommendation would seek to drive 
demand through price signals and incentives and as such has the potential to 
be more successful than supply side interventions on their own.  The 
Committee has sought the views of the P&RC in considering this 
recommendation.  
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4.75 The P&RC also considers that there may be merit in this recommendation, as 
evidence does suggest there is an issue of under-occupancy in Guernsey.  There 
may however be a number of approaches to tackling this problem, and before 
making any commitments towards the use of financial incentives, it would be 
necessary to obtain further information on the profile of households with 
under-occupancy and the reasons why people choose not to move into smaller 
accommodation as their circumstances change.  Establishing the scale of the 
problem would also assist the P&RC in revisiting differential Tax on Real 
Property rates as a possible means of addressing the misallocation of 
properties.  The P&RC has expressed a wish to explore the feasibility of 
charging penal rates for properties left unoccupied for prolonged periods of 
time, although they are conscious of the practical difficulties of such an 
approach. 

4.76 The Committee agrees with the P&RC that there is a need for further research 
to understand whether the issue is the market failing to provide sufficient 
accommodation for over-55s, or rather, a mismatch of housing stock problem, 
‘blocking’ moves in the private market.   

4.77 These considerations would be part of a work stream which will develop an 
elderly tenure strategy for Guernsey in collaboration with the P&RC, the 
CfHSC and the CfE&SS as part of the development of Housing Strategy 
generally.  

 Government Support to the Housing Market 

4.78 As part of its review KPMG concluded that a detailed analysis of the current and 
potential future, costs of policy approaches towards intervening in the housing 
market should be undertaken in order to assess whether particular policy 
approaches are consistent with the long term strategic objectives of the States 
of Guernsey.  The report found that it was not aware of any comprehensive 
analysis currently performed to estimate the total cost of government 
intervention in the housing market.  

4.79 The KPMG Report therefore recommended that the States compile a complete 
list of areas of government intervention related to the housing market (both 
revenue and expenditure aspects), and that the financial impact of the current 
interventions should be assessed.  These costs include, but may not be limited 
to, mortgage interest relief, grants to the GHA (both financial grants and grants 
of land), maintenance and administration of States rental properties, 
maintenance and administration of properties operated by other States 
departments and committees and the GHA.  In addition, it recommended that, 
when considering future policy options, the financial impact of government 
intervention should be appraised. 
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4.80 The Committee agrees that it is important to establish this baseline evidence to 
be able to fully understand the impacts on the housing market of government 
intervention in relation to various potential policy approaches before deciding 
on any particular policy approach in this regard.  The P&RC strongly supports 
this KPMG Report recommendation, which will enable evidence based policy 
development.  

4.81 The Committee also concurs with this view and welcomes P&RC’s 
encouragement to seek support from Treasury and Strategy & Policy in 
collating and analysing data to establish the current costs of government 
intervention related to the housing market and to estimate the economic and 
financial implications of possible policy interventions in the future.  This work 
stream will inform the development of future housing policy and a Housing 
Strategy. 

5 Other Housing Policy Issues 

5.1 Whilst the KPMG Report provides a useful baseline analysis of the private 
housing market the Committee considers that there are a number of other 
housing policy issues which need to be addressed to help develop a holistic 
Housing Strategy for Guernsey, as explained further below. 

 Rental Market 

5.2 As noted by the P&RC, the KPMG report is focused almost entirely on owner 
occupiers in the private sector, and provides little analysis of the rental market 
which accounts for 28.2% of housing14.  This is the second largest component of 
the housing market and provides accommodation for a significant proportion of 
Guernsey’s lower-middle income households. 

5.3 The Committee considers that, in order to develop robust, evidence based 
housing policy for the future and a comprehensive and holistic Housing 
Strategy, it is important to understand whether the current legislative 
framework provides adequate protection for both private tenants and private 
landlords, and whether there are areas where intervention might improve the 
functioning of the market.   

5.4 The Committee considers that for a complete picture of government policy in 
relation to Guernsey’s housing market, there is a need to also consider the 
private rental market e.g. standards, conditions, tenancy agreements, security 
of tenure, deposit protection schemes, how effective the Rent Control 
legislation currently is, all falling within the Committees’ mandate 
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 Quality of Housing  

5.5 Whilst the ‘Affordable Housing’ priority in the P&R Plan requires that the 
provision of housing is of an “appropriate availability, quality and affordability” 
and further references are made to properties being of “a good standard and 
an appropriate size”, housing standards generally are currently enforced across 
a variety of service areas (e.g. The Offices of the Committees for Health & Social 
Care, Education & Social Security, Home Affairs and the Environment & 
Infrastructure) with multiple pieces of legislation being used and a variety of 
standards/requirements being applied.  The Committee also considers that 
more emphasis is required on energy efficiency when considering housing 
standards and quality and that the needs of residents with disabilities are 
included when assessing appropriate availability. This will have close 
associations with the Disability and Inclusion Strategy which has been approved 
by the States in 2013. 

5.6 Whilst the Offices communicate and collaborate, a disparity of service delivery 
exists due to legislative restrictions.  For example, the diversity of terms used to 
refer to properties occupied by multiple, discrete tenants, e.g. housing in 
multiple occupation, lodging house, boarding house etc., and the associated 
legal powers conveyed with these definitions mean that multiple service areas 
may inspect the same property concerned with similar issues (e.g. fire safety) 
but referring to different requirements and legislation.  This is inefficient for the 
enforcing bodies, more costly for government and confusing and 
disproportionate for the property owners and occupiers and does not 
demonstrate joined up government.   

5.7 The association between housing conditions and health and wellbeing are 
acknowledged globally15,16 and locally17 with negative outcomes being 
associated with living in poor quality rented accommodation and/or poor 
housing conditions.  Local data illustrate that major health inequalities 
associated with housing status exist locally, e.g. a much higher proportion of 
people on lower incomes or in rented housing smoke and report poor mental 
health and wellbeing18,19.  
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5.8 In order to ensure that a consistent and proportionate basic standard of 
housing quality is achieved across all ages and tenures of property it is 
proposed that new legislation is considered to introduce comprehensive 
housing quality standards and a regulatory framework which can facilitate the 
provision of a sustainable supply of good quality properties to the island. 

5.9 There is opportunity to consider a singular legislative framework which could 
consolidate and modernise legal powers by providing proportionate provisions 
to regulate conditions across all housing on-Island and provide greater 
protection to tenants, landlords and property owners.  The Committee 
recognises the importance of this work stream in its own right and is, therefore, 
proposing to submit a policy letter  setting out  proposals regarding how new 
legislation could support and sustain the provision of good quality housing on-
Island.  It is anticipated that this will be lodged in Q4 of 2018.  The Committee 
also recognises that housing quality is an important part of developing a 
Housing Strategy and the results of this work stream will inform that strategy 
development. 

 Housing Strategy  

5.10 The States approved a Housing Strategy and Corporate Housing Programme 
(CHP) in 2003 (Billet d’État II of 2003, Article 1).  The CHP was designed to be a 
practical framework for implementing the States’ Housing Strategy through 
coordinated action by the then States’ departments, non-governmental 
organisations, voluntary groups and the private sector. 

5.11 The principal objectives of the 2003 Housing Strategy are detailed in     
Appendix 6 to this Policy Letter.  The work of the CHP was intrinsically linked to 
the States Strategic Plan, with a number of core values and social policy 
objectives being delivered through the Programme. However, this is now 
outdated, as the States Strategic Plan has been replaced by the Policy & 
Resource Plan (Billet d’État XII of 2017, Article 1).  

5.12 Whilst many of the Strategy objectives remain relevant today, the Committee 
believes it is now essential to review and update the 2003 Housing Strategy, 
including a review of the functions of the GHA, so that it is informed by 
outcomes from the housing work streams proposed in this Policy Letter, as well 
those already in progress as part of the States Policy and Resource Plan, for 
example the SLAWS and Disability and Inclusion and Social Welfare.  Together 
with the proposed evaluation of the current housing legislative framework and 
development of robust systems for evidence based data collection, the new 
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Housing Strategy will set the States’ direction for Housing policy, ensuring that 
provision and supply of housing, government interventions in the market, and 
plans for the future align with the changing needs of the population.  

5.13 The Committee intends to establish a steering group, led by the Committee and 
with representation from other relevant Committees, to oversee the work 
streams set out in this Policy Letter to ensure progress and compatibility with 
other related work streams throughout the States and how the outcomes from 
the housing work streams will inform the development of the Housing Strategy.  

6 Resources and Implementation  

6.1 The tables below set out the work streams and Programme of Work arising 
from the recommendations in this Policy Letter.  The work streams are split into 
two tables.  The first table reflects the Programme of Works led and co-
ordinated by the Committee (with key inputs from other Committees), which 
will provide evidence for and will inform the development of a Housing 
Strategy.  The second table sets out other work streams, led by other 
Committees, which have been recommended through consideration of the 
KPMG Report and which will also provide information to support the 
development of Housing policy.  The estimated timeframe as indicated is taken 
from when resources are in place to commence the work streams.20 

Programme of Works led and co-ordinated by the Committee for the Environment & 
Infrastructure. 

Work stream Lead 
Committee/s 

Other 
Committee 
Involvement 

Estimated 
timeframe 

Development of a new Housing 
Strategy 

CfE&I, CfE&SS CfHSC, DPA, 
P&RC, GHA 

2 years  

Each of the individual work streams below will provide evidence and 
information for the development of the Housing Strategy 
Research and establishment of 
an appropriate housing data 
collection model and processes 
and monitoring and review of the 
Strategic Housing Indicators 

CfE&I, P&RC DPA 12 months 

Analysis of key worker housing 
requirements including 
establishing up to date 
definitions and analysis of costs 
and benefits of provision 

CfE&I,  All 
Committees 
who require to 
house key 
workers, also 
CfE&SS, GHA 

6 months 
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and private 
sector as 
providers 

Development of a Key Worker 
Housing Strategy 

CfE&I.  All 
Committees 
who require to 
house key 
workers, DPA, 
also CfE&SS, 
GHA and 
private sector 
as providers 

12 months 

Development of an elderly 
tenure strategy including 
assessment  of specialised 
housing and extra care housing 
requirements 

CfE&I, CfHSC, 
CfE&SS 

P&RC, DPA 12 months 

Review of current Partial 
Ownership Scheme 

CfE&SS CfE&I, GHA 6 months 

Analysis of current and future 
cost of government intervention 
in the Housing Market and the 
economic and financial 
implications of possible policy 
interventions including 
assessment of the impacts of a 
deposit guarantee scheme for 
FTB’s 

CfE&I, P&RC CfED 6 months 

Analysis and assessment of the 
private rental market including 
adequacy of legislative 
protection for tenants and 
landlords 

 
CfE&I 

 12 months 

Analysis of the legislative 
framework and processes 
governing housing quality 
standards and how legislation 
can support the provision of 
good quality housing 

CfE&I,  CfHA, CfE&SS, 
CfHSC 

Policy 
letter Q4 
2018 

 Work streams led by other Committees 
 

Work stream Lead 
Committee/s 

Other 
Committee 
Involvement 

Estimated 
timeframe 

Review of the 2014 analysis of 
the reduction in Document Duty 
for FTB’s, Review of the  
Conveyancing Court and Bond 
fees 

P&RC CfE&I Tobe  
determine
d by P&RC 

Consider establishing a working 
party to regularly monitor the 

CfED CfE&I, P&RC 6 months 
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mortgage market and processes 
to share information between 
Committees. 

 

6.2 Following the implementation of the States Review Committee’s 
recommendations for the reform of the machinery of government in May 2016, 
the responsibility for general housing policy was transferred to the Committee 
however no policy resources were allocated to the Committee to specifically 
address the area of general housing policy.  The Committee considers that this 
significant policy area is critical to the delivery of the outcomes identified in 
phase one of the Policy & Resource Plan and delivery of the States identified 
priorities as well as the Committee’s mandate.  

6.3 The Committee currently has access to a very limited policy resource.  At the 
same time it is responsible for delivering significant and wide ranging areas of 
policy which have been identified as falling within the 23 States priorities these 
being Energy Policy, Housing Policy, Long-term Infrastructure Investment, and 
Maritime Strategy (International Instruments) as well as contributing to policy 
development under Air and Sea links and Seafront Enhancement.  The 
Committee has examined the work being carried out to deliver other areas of 
its mandate and has concluded that there is no staff policy skills resource which 
is available to be diverted to delivery of the identified housing policy work 
streams in the first table even if other work streams, which are not themselves 
States priority areas, are curtailed.  

6.4 In view of the above, the Committee considers that two additional policy 
officers would be required for a maximum of two years dedicated specifically to 
the delivery of the work streams identified above in the first table. In setting 
out the resources necessary to develop and deliver the work streams the 
Committee has applied the principles of the Public Sector Reform Programme 
which identifies that removing departmental boundaries is crucial and the 
Committee would like to be able to draw on policy skills and resources across 
the public sector to make the most of resources, add most value and deliver 
this States policy priority. However it is aware that such resources may not be 
available and therefore it has requested that provision is made for the 
prioritisation of these resource requirements through the 2019 Budget Report 
to cover the duration of the project. The CfE&SS has written to the Committee 
confirming it recognises the importance of the work streams being properly 
resourced in order that they can be progressed, should the States approve the 
propositions contained in the Policy Letter and it therefore agrees that a bid for 
such resources should be made through the 2019 Budget process. A copy of the 
letter from CfE&SS is provided in Appendix 7. 

 



 
 

37 
 

 

 

7 Consultation, Joint Working and Policy Context 

7.1 Further in accordance with Rule 4(5), it is confirmed that the propositions 
relate to general housing policy responsibilities of the CfE&I.  Section 3 provides 
the context to show how the Propositions contribute to the States’ objectives 
and the Policy & Resource Plan.   

7.2 In accordance with Rule 4(5) the preparation and agreement of the 
propositions and content of the Policy Letter has involved joint working 
between the Committee, and CfE&SS and consultation with CfED and P&RC.  
The CfE&SS has written to the Committee confirming that, whilst it is not fully 
supportive of some aspects of the KPMG Report, it supports the Policy Letter 
and the Propositions and believes that the development of a new housing 
strategy and progression of the programme of works are critical to the delivery 
of the outcomes identified throughout the Policy & Resource Plan. A copy of 
the letter from CfE&SS is provided in Appendix 7.   

7.3 The Law Officers of the Crown have been consulted on the contents of this 
Policy Letter.  

8          Compliance with Rule 4 of the Rules of Procedure 

8.1     Through the drafting of this Policy Letter, the Committee has consulted with the 
CfED, P&RC and CfE&SS.   

8.2 The Committee has consulted with the Law Officers regarding the legal 
implications and legislative drafting requirements resulting from the 
propositions set out in this Policy Letter. 

8.3 The Committee has set out its proposals for the approach to formulating 
medium term future housing policy, including the various work streams which 
will inform the policy approach, throughout this Policy Letter, and seeks the 
States support for the propositions, which are based on the Committee’s 
purpose: 

“To protect and enhance the natural and physical 
environment and develop infrastructure in ways which are 
balanced and sustainable in order that present and future 
generations can live in a community which is clean, vibrant 
and prosperous.” 

8.4 In particular, the propositions are aligned with the priorities and policies set 
out in the Committee’s Policy Plan, which was approved by the States in 
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June 2017 (Billet d’État XII, Article 1).  The Committee’s Policy Plan is aligned 
with the States objectives and the Policy and Resource Plan. 

8.5 In accordance with Rule 4(4) of the Rules of Procedure of the States of 
Deliberation and their Committees, it is confirmed that the propositions 
have the unanimous support of the Committee. It should be noted that 
Deputy Mark Dorey has not taken part in any discussions or decisions in 
relation to this Policy Letter with regard to the private rental market. 

 

Yours faithfully 

 

B L Brehaut 
President 

M H Dorey 
Vice-President 

S L Langlois 

H L de Sausmarez 

S T Hansmann Rouxel 



 

 

 

 
THE STATES OF DELIBERATION 

of the 
ISLAND OF GUERNSEY 

 
COMMITTEE FOR THE ENVIRONMENT & INFRASTRUCTURE 

 
LOCAL MARKET HOUSING REVIEW AND DEVELOPMENT OF FUTURE HOUSING STRATEGY 

The President 
Policy & Resources Committee 
Sir Charles Frossard House 
La Charroterie 
St Peter Port 
 

11th June, 2018 

Dear Sir, 

Preferred date for consideration by the States of Deliberation 

In accordance with Rule 4(2) of the Rules of Procedure of the States of Deliberation and 

their Committees, the Committee for the Environment & Infrastructure requests that the 

Policy Letter “Local Market Housing Review and Development of Future Housing Strategy” 

be considered at the States' meeting to be held on 18 July, 2018. 

This request is made in view of the fact that the budget allocation process for 2019 will be 

well underway before the next available meeting of the States of Deliberation in 

September. The Committee is seeking confirmation from the States of Deliberation with 

regard to its commitment to the development of a Housing Strategy and the Programme 

of Works such that detailed planning can be undertaken over the summer months that 

will enable work to commence in a timely fashion should resources be allocated in the 

2019 budget. 

Further, the KPMG report was first published in August 2017, and the Committee is aware 

that the public and stakeholders are awaiting debate and decision by the States of 

Deliberation. 

Yours faithfully, 

B L Brehaut  
President  
M H Dorey  
Vice-President  
S L Langlois  
H L de Sausmarez  
S T Hansmann Rouxel 
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APPENDIX 1 

“Guernsey Housing Market Review “(the KPMG Report)  

Please see separate PDF document 
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APPENDIX 2 

Definitions of different types of housing  

 Affordable Housing – as defined in The Land Planning and Development 
(Planning Covenants) Ordinance, 2011 :  
“Affordable Housing” means – 
a) Social housing provided for persons on low incomes, and 
b) Intermediate housing. 

 
In the Ordinance Social Housing is defined as dwellings owned or controlled by 
the Housing Department, the GHA or any other person or legal arrangement 
which is offered to persons on low incomes or with other needs identified by 
the Housing Department- 
a) Whose housing needs, as identified by the Housing Department, are not met 

by the private sale or rental market for dwellings, and 
b) Who meet the criteria set, from time to time, by the Housing Dept., the GHA 

or other person or legal arrangement, as the case may be, for the 
occupation of such dwellings. 

 
In the Ordinance Intermediate Housing is defined as dwellings owned or 
controlled by the Housing Dept., the GHA or any other person or legal 
arrangement which are offered- 
a) to persons whose housing needs, as identified by the Housing Dept., are not 
met by the private sale or rental market for dwellings, 
b) on a basis which may include provision for part ownership, part share of 
equity or low cost ownership or similar scheme (however named), and 
c) to persons who meet the criteria set, from time to time, by the Housing 
Dept., GHA or other person or legal arrangement, as the case may be, for the 
occupation of such dwellings. 

 

 Sheltered Housing – ‘Supported housing’ and ‘sheltered housing’ are used 
interchangeably throughout the KPMG Report. The term to be used is 
‘sheltered housing’. Sheltered housing is not solely for older people/retirement 
housing – it is non-age specific for people with some basic support 
requirements such as access to a warden (on or off site). Please see: The Land 
Planning and Development (Use Classes) Ordinance, 2017 where it states: 
 
Residential use class 3: sheltered housing  
Use of one of a group of dwellings affording facilities and support services 
especially suited to the needs of older, disabled or other persons with 
particular needs (including the on-call assistance of a warden) as a permanent 
residence for -  
(a) a person living alone who, or  
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(b) two persons living together of whom at least one, requires access to those 
facilities because of their disability or other particular needs.  
 
Sheltered Housing is not Affordable Housing unless the States has identified a 
specific need for its provision. 
 
Residential use class 4: specialised housing  
Use of a dwelling for the provision of accommodation and care, including use as 
a nursing home or residential home where staff provide care on-site, other 
than –  
(a) a use falling within use class 3 or 5, or  
(b) use as a hospital.  
 
"care" means personal care for people in need of such care by reason of age, 
disablement, past or present dependence on alcohol or drugs, or past or 
present mental disorder. 
 
Specialised Housing can be provided by the private market or under Affordable 
Housing. 

 
Please see the diagram on the following page for a summary: 
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ALL HOUSING 
 

 
Affordable Housing 

Social housing  

Owned and controlled by the 
States or a registered Housing 
Association and is reserved for 
households on low incomes or 
with other needs identified by 
CfE&SS. Includes specialised 
housing including extra care 
accommodation which includes 
an element of care or a need 

identified by the Committee and 
could include any type identified 
by CfE&SS as having needs (e g 
key worker housing )  
 

Intermediate housing 
Owned or controlled by the 
States or a registered Housing 
Association and can be 
offered on a basis that 
includes part ownership. It 
includes partial ownership 
housing, shared equity or low 
cost ownership or similar 
schemes mainly for 
households that are ineligible 
for social housing but cannot 
meet the full cost of renting 
or buying appropriate housing 
on the private market without 
some form of subsidy. 
 
 

Private Market Housing 
 

Generally owner occupied and higher – 
cost private rental. Includes sheltered 
housing affording facilities and support 
services (but not care) and lifetime 
homes and some specialised housing 
offering care provision 
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APPENDIX 3 

Consultation response from the P&RC. 

Please see separate PDF document 

 

APPENDIX 4 

Consultation response from the CfED 

Please see separate PDF document 

 

APPENDIX 5 

Consultation response from the GHA 

Please see separate PDF document                                                                                                    
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APPENDIX 6 

Extract from States Advisory and Finance Committee Policy Letter entitled: The 
Development of a Housing Strategy and Corporate Housing Programme (Billet d’État 
XIV of 2013, Article 1) 

 

The Principal Objectives of the Housing Strategy, 
2003 
 
The objectives are: 
 
 
• To ensure that all persons legally resident in Guernsey have access to housing 

accommodation to meet their reasonable needs. 
 
• To meet housing needs in a sustainable manner in the long term interests of 

the community as a whole, making prudent use of all resources and 
recognising that investment in housing must be prioritised and compatible with 
strategic policies and the wider programme of public expenditure approved by 
the States. 

 
 
• To ensure that there are measures in place to limit any growth in population 

through immigration in order to manage housing demand in accordance with 
the principles of sustainability. 

 
• To provide the community with a range of housing options, acknowledging that 

while home ownership has historically been the preferred means of meeting 
housing needs, good quality, fairly priced housing may be provided across 
the housing market by other means and through a variety or mix of agencies - 
public, private and voluntary. 

 
• To enable housing to be provided  for those financially unable to enter the 

private housing market, either to purchase or rent, through a range of housing 
measures attuned to meeting their specific housing needs including social 
rented housing, partial ownership schemes etc. 

 
• To enable the provision of supported accommodation for persons with special 

housing needs including accommodation for older persons, young people, 
persons with a learning disability, persons with a mental illness, ex-offenders 
etc. 

 •   To maintain and improve the quality of housing in Guernsey across all sectors 
bearing in mind the impact of housing conditions on the health and well-being 
of the community. 
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APPENDIX 7 

Letter from the Committee for Employment & Social Security to the 
Committee for the Environment & Infrastructure. 

Please see separate PDF document 
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Private and confidential 23 August 2017
The Committee for the Environment and Infrastructure
Sir Charles Frossard House, 
La Charroterie, 
St Peter Port, 
Guernsey, 
GY1 1FH

Dear Sirs

Guernsey Housing Market Review

In accordance with our signed engagement dated 12 October 2016 and its attachments (the ‘Engagement 
Letter’), we enclose a copy of our final report on the Guernsey Housing Market Review. 

As stated in our Engagement Letter, you have agreed that this final written report supersedes all previous 
oral, draft or interim advice, reports and presentations, and that no reliance will be placed by you on any 
such oral, draft or interim advice, reports or presentations other than at your own risk. The agreed scope of 
our work is detailed in the introduction.

Our report is for the benefit and purpose as outlined in our Engagement Letter. We understand that you 
may wish to make our report publically available. We will consent to it being made public on the basis that 
it is reproduced in its entirety. Our report should not be regarded as suitable to be used or relied on by any 
parties beyond the context and scope for which it was prepared. 

The scope of work for this report has been agreed by the addressees and to the fullest extent permitted 
by law we will not accept responsibility or liability to any other party (including the addressees’ legal and 
other professional advisers) in respect of our work or the report. 

Yours faithfully

KPMG Channel Islands Limited

Important notice:

Our work commenced on 12 October 2016 and our fieldwork was completed on 7 June 2017. This report is based on 
factors and information up to that date. We have not undertaken to update our report for events or circumstances arising 
after that date. Any impact of future changes, including those related to economic, fiscal, and social policies, population 
statistics and projections have not been considered unless specifically noted within the report. Factual accuracy feedback 
was received up to 21 August 2017.

In preparing our report, our primary source has been internal statistical information provided to us by SoG. We do not accept 
responsibility for such information which remains the responsibility of SoG. Details of our principal information sources are 
set out within the document and we have satisfied ourselves, so far as possible, that the information presented in our report
is consistent with other information which was made available to us in the course of our work in accordance with the terms 
of our Engagement Letter. We have not, however, sought to establish the reliability of the sources by reference to other 
evidence. This engagement is not an assurance engagement conducted in accordance with any generally accepted 
assurance standards and consequently no assurance opinion is expressed.

The numerical data presented in our report may include minor rounding differences compared with other balances 
presented throughout this report.

The contents of our report have been reviewed by SoG. Who have confirmed in writing the factual accuracy of this report.

KPMG Channel Islands Limited
Glategny Court
Glategny Esplanade
St Peter Port
Guernsey
GY1 1WR

Tel +44 (0)1481 721000
Fax +44 (0)1481 722373

@2017 KPMG Channel Islands Limited, a Jersey company and a member firm 
of the KPMG network of independent members firms affiliated with KPMG 
International Cooperative (“KPMG International”), a Swiss entity. 

Registered office: 
37 Esplanade, St Helier, 
Jersey, JE4 8WQ
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We are pleased to present our report on the 
Guernsey local housing market. 

Part 1 of the report provides an analysis of the 
local housing stock in Guernsey together with the 
supply and demand factors which influence it.

Part 2 covers our analysis and recommendations 
which are then summarised in the Executive 
Summary.

The Executive Summary also includes a housing 
targets model on page 20.

Key scope items

Our work focused on Guernsey’s local housing 
Market. The open market has been specifically 
excluded from our scope.

A summary of our scope is outlined below:

— Predict current and future demand for housing, 
including Affordable housing;

— Subdivide the proposed strategic housing 
target into Affordable housing and private 
housing;

— Investigate price trends in the local market for 
residential property;

— Report on factors influencing the prices of 
houses;

— Conduct qualitative and quantitative research 
to identify financial and nonfinancial barriers to 
ownership with particular reference to first 
time buyers;

— Explain the methods of financing property 
purchase used by ‘average’ households;

— Review private sector rental costs, assess their 
affordability and their relationship to other 
sectors of the housing market;

— Examine the various options available for 
Government intervention in the housing 
market including what effect the various 
measures may have on housing affordability 
and housing availability.

Key workstreams

Our approach has been driven by three areas: 
extensive consultation with industry stakeholders, 
detailed analysis of the available data and 
surveying FTBs.

Our consultation with industry included 
representatives of: the GHA, the Strategic 
Development Partnership, the banking sector, the
SoG (planning, ESS and E&I Committees), estate 
agencies, law firms, housing developers, 
mortgage brokers, the Co-op, the GBTEA, the 
GPRLA, the GFSC, the Construction Industry 
forum, construction firms, the G4 and local 
surveyors.

We analysed census data, population and 
demographic projections, and Affordable housing 
waiting lists in determining housing targets.

Our FTB survey, marketed through a number of 
distribution channels including social media, 
received over 100 responses. 

We would like to thanks all those who have taken 
part and supported this important project.

Introduction
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Sources of information

The sources of information used are noted, 
wherever possible, in the report. We have not 
sought to establish the reliability of these sources 
by reference to evidence independent of the 3rd 
party source. We have, however, reviewed the 
information produced and have satisfied 
ourselves, so far as possible, that the information 
presented is consistent with other information 
obtained by us during the course of our work.

Key sources of information include:

— Data provided by SoG;

— SoG publically available information;

— Discussions with industry stakeholders;

— Desk top research;

— KPMG FTB survey.

Limitations of data

We draw your attention to the limitations in the 
information available to us. Our sources of data 
have been limited to those stated above. We have 
highlighted key data limitations within the report 
and where appropriate provided recommendations 
to improve the collection of this this data.

Limited available data on land prices, construction 
costs, development financing costs, FTB numbers 
and developer margins has limited the analysis we 
have been able to perform.

Where possible we have benchmarked Guernsey 
analysis against other jurisdictions. In many cases, 
directly comparable data is not available or 
economic, fiscal, cultural or market differences 
exist and hence caution must be taken in 
interpreting the results. 

The many factors affecting the housing market, in 
particular pricing and transactions, mean that 
isolating impacts of specific factors or policies is 
often not possible or might yield inaccurate 
results. It is also difficult to accurately predict the 
future impact of individual policies. 

All housing markets have varied characteristics 
and hence individual policies may cause differing 
results. We have not provided theoretical 
modelling of policy impacts within the report 
where the outcome is likely to be inaccurate as 
this may be harmful to the market. Where 
appropriate, our recommendations have indicated 
the likely impacts on pricing and market activity. 

Within Part 1 of the report, we have identified key 
factors impacting house prices and explained the 
historic movement in pricing in Guernsey. Some 
factors will be unique to Guernsey and other 
factors will influence pricing in different ways to 
other jurisdictions, dependent upon the current 
state of each market. Within the report, we have 
used Jersey and the UK as benchmark 
jurisdictions; however Part 1 demonstrates that 
many of the key factors in these jurisdictions have 
moved in contrasting ways to Guernsey over 
recent years and hence using these markets to 
gauge future pricing is highly likely to lead to 
inaccurate results. It should also be noted that 
there is a great deal of uncertainty around many 
of these factors and some, particularly certain 
macroeconomic factors such as interest rates, 
may be less controllable in Guernsey than in the 
UK.

Introduction
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The local housing market in Guernsey 

The market within Guernsey is characterised by a diverse range of properties, comparatively higher pricing 
and poorer affordability than many other jurisdictions. 

Guernsey does not appear to suffer from some of the key challenges facing other countries, such as 
significant shortages in supply or a high presence of homelessness — nevertheless there are still 
challenges requiring ongoing attention to ensure that the market operates as efficiently as possible.

Housing stock 

Guernsey’s total housing stock has increased from 24,175 units in 2010 to 25,310 units in 2016. Owner 
occupied properties have remained constant at approximately 15,000 units over this period in contrast to 
rental properties which have seen growth of 897 units to 6,982 units. The proportion of owner occupied 
properties has reduced to 60% of total stock from 62% in 2010. 

Housing stock has increased by approximately 1,100 units since 2010 during which time there has been 
population growth of just 0.3%.  We believe therefore that utilisation of these additional properties is 
largely explained by the reduction in average household size from approximately 2.4 to 2.3 people per 
household over the same period.

The provision of Affordable housing has stayed consistent for many years at around 10% of stock, and 
recent increased supply within the rental market has contributed to reduced private rental prices and 
demand for Affordable housing tenures.

Since the establishment of the GHA in 2002, Affordable housing developments have narrowed the gap 
between Affordable housing demand and supply to its lowest level in recent years. Waiting lists across 
the Affordable housing tenures as at the end of Q1 2017 had fallen to 281 households from a peak of 649 
in 2011.

Private sector development was limited in 2016 with an additional 8 units in contrast to the 35 constructed 
by the GHA. Additionally, private sector development over recent years has not always led to the types of 
dwelling most needed by the island. A limited supply of available land and competition from developers 
can cause a bias of developments away from market need towards higher value developments.

Local market house prices

House prices in Guernsey have been historically higher than the UK (at all quartiles) growing at a 
compound average of approximately 8% per annum since 1981 — whilst the growth rate has slowed in 
recent years, if an 8% growth rate was applied to current median prices, it would indicate a growth of 
£33,000 per annum (which is in excess of Guernsey’s latest median earnings of approximately £32,000).  

However, there has been volatility since the global financial crisis including a meaningful fall in prices in 
2015.  A worsening in the lower quartile affordability ratio, a tightening of available credit in the island and 
an associated lack of confidence in the market generally led to a decline in the volume of transactions 
from 2011 onwards (36% fall from 2011 to 2015) and a fall in house prices from their peak in 2014.

The experience of falling transactions and house prices has had a knock on effect with developers 
deferring investment into new developments, further tightening of credit availability (both to developers 
and mortgage bonds to purchasers), and FTBs and purchasers at other levels of the market deferring a 
move in anticipation of further price falls and risk of negative equity.

Executive Summary

Background
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Reduced confidence over a prolonged period can lead to a locked market, where people become trapped 
in properties no longer appropriate to their needs.

Despite the price falls seen since 2015, comparatively high ownership prices and rental prices still exist, 
impacting on the attractiveness of the island to migrants in contrasting ways.  High pricing might indicate 
an attractive place to live with higher median earnings which can help differentiate the island for upper 
quartile earning workers such as in the finance sector.  In contrast, lower quartile and median earning 
workers may find the cost too high to locate here — this may be particularly true for key workers looking 
to move to the island and it may also impact on those locally who may wish to enter such occupations.

Relatively high house values have worsened Guernsey’s affordability ratios which have compared 
unfavourably to other jurisdictions over a prolonged period.  However, despite the recent volatility, the 
market appears to be able to function at higher pricing levels — our affordability analysis indicates that the 
2005 lower quartile affordability ratio was in line with that in 2015.  Prior to the financial crisis, at similar 
affordability ratios to today, transactions levels were running on average at 940 per year which 
represented a turnover of 3.8-4.8% of total stock.

We are heartened by the recent pickup in market transactions and the introduction of a new lender to the 
market.

Executive Summary

Background (continued)
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We have assessed a number of policy options and recommendations for addressing the issues affecting 
the local housing market within Part 2 of this report which we have summarised below. Other options 
within this report may become applicable as conditions change or as SoG refine their core vision and 
strategy for the local housing market. It is important to keep a flexible and responsive approach to match 
policy changes to changes in market conditions.

Areas of focus

We have identified 6 areas of focus, as follows:

a) Credit provision and a highly concentrated mortgage market

b) Affordability for FTBs

c) Provision of elderly tenures

d) Provision of key worker housing

e) Government support to the housing market

f) Ongoing monitoring of housing targets and KPIs

Detailed analysis on the above 6 areas of focus is provided in Part 2 (sections a to f) of this report.

Executive Summary

Recommendations
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a)  Credit provision and a highly concentrated mortgage market;

An ongoing supply of mortgage credit is critical to ensuring that those who wish to acquire a home can 
obtain the financing required. There have been periods in Guernsey where there has been a contraction of 
credit availability, driven principally by a fall in the number of lenders as well as a tightening of banks’ 
lending criteria. The reduced lending capacity was a factor in falling transaction volumes after 2013 to 
under 3% per annum of local market stock.

Our analysis shows that in 2016, Guernsey reached a highly concentrated position of lenders. 
Concentration on a few lenders has led to increased systemic risk in the market and concentration risk to 
the active lenders. If one of the existing main lenders exited there would be significant pressure on the 
remaining lenders which, if not resolved, might risk a decline in credit availability and subsequent 
transaction volumes. 

It is important to increase and diversify the availability of mortgage credit in Guernsey, both to reduce 
systemic risk and to provide more choice by allowing greater specialism and variety of products. This 
could be achieved through increased lending from the wider population of existing lenders as well as 
attracting new mortgage providers

Our analysis suggests that an additional £20m of credit from new lenders, or those operating at a lower 
market share, is the minimum amount needed to move away from a highly concentrated marketplace of 
lenders.

Recommendations

We recommend the following:

— A working party should be formed including representatives from government, the AGB and the GFSC 
to regularly monitor the mortgage market

— A shortlist of potential new lenders should be approached to understand better their appetite and the 
barriers they face

— Ongoing dialogue with existing lenders to keep abreast of their appetite for lending and to understand 
the challenges they face

Executive Summary

Recommendations (continued)
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b)  Affordability for FTBs;

New purchasers are critical to unlocking the housing market and driving up the volume of transactions. 
The nature of the housing ladder dictates that new purchasers must be active to enable second time 
buyers to move and to ensure the flow of transactions throughout the market.

As FTBs can act as a key stimulant to the market, any assistance provided is likely to benefit the wider 
market and its stakeholders within the short term. 

Our analysis indicates that affordability ratios are worst at the lower market quartile which is likely to 
adversely affect FTBs. FTBs are also likely to suffer higher mortgage interest rates driven by higher LTVs. 

The affordability levels at the lower quartile have fluctuated at around the 15 times level principally driven 
by property prices at the lower quartile holding their values. 

A challenge for FTBs of relatively high prices at the lower quartile is the level of deposit required – typically 
a deposit of 10% and transaction cost up to 4%. In contrast, our survey suggested the ongoing 
affordability of a mortgage currently appears within reach for many. Market intervention currently occurs 
through the provision of mortgage interest relief which helps further improve the ongoing affordability of a 
mortgage, however does not assist FTBs in servicing transaction costs and deposits. We understand that 
mortgage interest relief is being phased out by 2025. Historically, SoG also administered loans for FTBs, 
most recently under the States Home Loans Scheme, in operation from 1991. The maximum loan 
available through the SHLS was set at £130,000 in 2000. As prices rose towards the end of the last 
decade, a dwindling number of households applied for the scheme and it was closed in 2010. 

We have considered the following options to assist FTBs in the current market:

— HTB schemes (loan/savings/guarantee) 

— GHA FTB PO scheme 

— Changes to Document duty and Bond fees 

— Encourage FTB Housing 

— Provision of impartial advice to FTBs

Help to Buy

Our analysis considered various derivations of a HTB scheme, either through a deposit loan, guarantee or 
savings arrangement. 

Whilst it is not possible to accurately model the expected impact on pricing from the introduction of an 
HTB scheme for Guernsey (due to uncertainty over the many factors which impact house prices), it is 
unlikely to improve affordability ratios for future FTBs. HTBs can act as a stimulant to demand and are 
likely to be inflationary if launched without an appropriate supply side policy.

High LTVs are a likely outcome of a HTB scheme and can increase the risk of negative equity for 
homeowners.  In such circumstances the government will likely bear the greatest credit risk as to the 
recovery of amounts it has funded (or be called on for its guarantees) on any HTB scheme.  

A key aspect of all of the Help to Buy schemes is that they will require acceptance and participation by 
lenders on the island. Given the current restricted supply of lenders within the Guernsey market, it may be 
unlikely that banks are willing to participate within any scheme.

Executive Summary

Recommendations (continued)
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In the UK, where a number of HTB schemes have been in operation, there are concerns over how the 
schemes will eventually be withdrawn and the longer term impact this may have on the market. A variant 
of the equity loan scheme was used in Jersey to help stimulate the housing market when it was in decline 
and helped a small population of FTBs in 2013. The limited population size (51 households) mitigated the 
withdrawal risks facing the UK market. Since 2013, the Jersey Housing Market Activity Index has grown 
continuously demonstrating an increase in transaction volume. Guernsey has seen a 26% increase in 
transactions in Q1 2017 on 2016 and full year 2016 saw a 18% increase in transactions on 2015. Thus any 
stimulation created by a HTB scheme may be less pronounced than occurred in Jersey. 

Under current market conditions, we do not believe that a HTB scheme would produce long term benefits 
for Guernsey – caution should also be exercised with suggesting a HTB scheme as this might unsettle a 
housing market which has recently been seeing improved conditions through increased transaction 
volumes. 

Recommendations

It is important to balance demand side measures with supply side measures in order to limit any 
inflationary impacts.

There are a number of measures which could be used to help FTBs. 

GHA FTB PO scheme

There is a segment of FTBs who could afford the ongoing costs of a mortgage, but have no financial 
support from family and will be unable to save the transaction costs and deposit required.  A secondary 
GHA PO scheme focused on FTBs and designed to incentivise stair-casing to 100% over a defined period, 
might help this segment. Provided the criteria successfully targets those who are unable to access the 
private market, there should be minimal initial impact on demand in the private market. If the scheme 
operates successfully, it may stimulate demand for the private market in the future as those who were 
previously unable to enter the private market can now transfer from a GHA property. 

We recommend:

— Work with the GHA to design criteria for a secondary GHA scheme which allows staircasing to 100% 
and incentivises FTBs to move onto the private market within a defined period

Executive Summary

Recommendations (continued)
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Changes to Document duty for FTBs

Mortgage interest relief already assists all homeowners with mortgages, although it is rarely factored into 
affordability calculations by the lenders. This relief will be phased out by 2025.

A flexible measure to stimulate the FTB market might be to remove Document duty for that group.  This 
may be undertaken temporarily to immediately bolster demand, but performed over a longer stated period 
may stimulate the supply side of FTB properties by developers. In contrast to some HTB schemes there is 
no ongoing commitment of government capital, is likely easier to administer and is not dependent upon 
support from the banking sector. Given FTBs will have to fund a full deposit, there is less risk of negative 
equity should house prices fall. 

We recommend

— Consider removal of Document duty (and bond fees) for FTBs

— Consider setting maximum thresholds for relief

— Consider the timeframe that the relief will remain in place  

— Design a registration process to determine eligible FTBs

Encourage FTB Housing

Our analysis below shows the average price of new build homes that have been sold since Q1 2015 was 
£439k with only 6% of sales being priced at under £250k. A lack of true FTB developments causes a high 
lower quartile price and a poorer affordability ratio.

Encouraging FTB home developments is only likely to be feasible if action is taken through the planning 
system. Planning conditions or zoning restrictions can encourage the development of FTB property. 

We recommend:

— Identify areas of land suitable for FTB housing and apply relevant zoning or planning conditions

— Define criteria for eligible FTBs

Executive Summary

Recommendations (continued)
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Provision of impartial advice to FTBs

Provision of impartial advice should help FTBs better understand the buying process in Guernsey and help 
them plan better for the required savings.  This might include information on the available lenders, 
mortgage brokers, the costs associated with a property purchase, the GHA scheme and the buying 
process itself. Information is currently provided by market participants but feedback from FTBs suggests 
more independent advice could be provided to give a complete picture, particularly during the early stages 
of the process and prior to engagement with advisors.

We recommend:

— Produce literature for FTBs to explain the property buying process and options 

— Consider holding a FTB property event to help educate FTBs and promote the schemes available under 
GHA

Executive Summary

Recommendations (continued)
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Executive Summary

Recommendations (continued)

c)  Provision of elderly tenures;

Understanding the projected demographic changes within the island’s population enables stakeholders to 
better plan for future housing requirements. Demographic projections for Guernsey indicate a rapid 
increase in the over 65 age category, however there has been limited success in increasing supply within 
the elderly tenures. Currently, only 2% of over 55s live in dedicated over 55s housing.

Without sufficient choice of over 55s dedicated housing tenures, individuals in the 55-80 age bracket may 
end up living in accommodation that is unsuitable for their needs. They may continue to live in larger 
properties which become difficult and expensive to maintain, restricting the availability of homes for 
growing families. There are benefits to individuals from the elderly living in over 55s dedicated housing 
including less time spent in hospital, lower housing costs (such as energy and maintenance bills), reduced 
loneliness and greater independence. Benefits to government can include reduced expenditure on health 
and social care. 

As over 55s downsize they ‘free up’ larger homes that may be in demand to assist with the allocation and 
overcrowding issues highlighted previously. 

Recommendations

We recommend:

— Construct an accurate waiting list for over 55s dedicated housing tenures to influence development

— Ongoing dialogue with developers to understand the challenges they face

— Support over 55s dedicated housing tenures through the planning process

— Consider assistance to those wishing to move into more dedicated units. This might include providing 
Document duty reliefs and assisting with physically moving property
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d) Provision of key worker housing

As we have shown on page 65 the affordability of housing is difficult for lower income groups – this may 
impact the ability for SoG to recruit and retain key workers, such as teachers and nurses. 

Currently there are 252 units offered at reduced rents to key workers in Guernsey. Of these, 157 are 
owned by the SoG, 19 are leased from the GHA, and 76 are leased from private landlords (although this 
number has fallen over the past 5 years). We understand that private rental properties are leased by SoG 
at full market rent and sublet to key workers at a discount of up to 30% through a SoG subsidy. In 
addition, there are key workers who receive rent allowance in the private sector. Provision of key worker 
housing through these means may provide flexibility if not necessarily the most cost effective way of 
delivery.  We understand the GHA is hoping to build 22 key worker units, however, based on the current 
number of units leased from private landlords, this might seem insufficient.

To reduce the cost of delivering key worker housing, SoG might consider building additional dedicated key 
worker accommodation – likely beneficial in attracting new recruits alongside improving affordability for 
SoG. As we have noted the typical developer margin for the private sector is approximately 20% in 
Guernsey. SoG sponsoring the development of dedicated key worker accommodation directly by 
foregoing some of the developer margin should allow savings to be passed on to key workers through 
discounted rentals. Land currently owned by SoG could also be released at a discount to market value. 

An alternative which would not need direct public funding is to provide a long term guarantee of 
occupancy and rental rates to the private sector to develop dedicated key worker housing units on its 
behalf.  The reduction in risk may reduce developer margins as well as attract lower cost institutional 
finance. This reduction in yield should help underpin demand, ensuring that the likelihood of the guarantee 
being called is reduced.

Recommendations

A separate analysis will need to be performed by SoG to 

— Assess the current cost of support given to key workers for accommodation 

— More tightly define who comprises key workers in Guernsey – there is a general understanding within 
the SoG that it principally covers teachers and nurses but this needs codifying

— Assess future needs for key worker accommodation in Guernsey and reconcile this to GHA intentions 
for development 

— If desirable, liaise with the private sector to better understand their appetite for developing dedicated 
key worker accommodation

Executive Summary

Recommendations (continued)
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e)  Government support to the housing market

Sustainability of government support is a key aspect of both housing policy and fiscal approach. Detailed 
analysis of the current, and potential future, costs of policy approaches should be undertaken in order to 
assess whether a policy approach is consistent with the long term strategic objectives of Housing and 
SoG more generally.

With ageing demographics, the composition of Guernsey’s population is changing and with it are the types 
of homes required. In addition, the increases in cost of both rental and owner occupied tenures over the 
last 30 years may have reduced the capacity of individuals to save for retirement. Understanding the likely 
cost to the public purse as a result of the ongoing changes in the market is central to policy approach.

We are not aware of any comprehensive analysis currently performed to estimate the total cost of 
government intervention to the housing market. Current analysis does not integrate all of the current and 
estimated future costs and revenues of policy decisions. 

The composition of Guernsey’s population will change over the coming decades, with older individuals 
retiring out of the workforce and requiring more specialised housing. This may lead to falls in tax revenues 
against increases in government expenditure on housing. There is a risk of greater pressure on the 
dependency ratio. In order to accurately assess the impact of any policy intervention on the market and 
the sustainability of its impact on public finances, a detailed analysis and estimate of future cost should be 
undertaken. 

Recommendations

We recommend:

— Compile a complete list of areas of government intervention related to the housing market (both 
revenue and expenditure aspects)

— Calculate the current financial impact of this intervention 

— Estimate the future financial impact of government support when considering existing and future policy 
options

Executive Summary

Recommendations (continued)
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f) Ongoing monitoring of housing targets and KPIs;

Range of KPIs

SoG collects extensive data on the housing market which is used to guide policy decisions, however this 
may not cover a broad enough range of data points. We have highlighted additional areas within this report 
that may require additional focus going forward.

Timely data

Whilst the demand side of the market can move rapidly in response to a variety of macroeconomic and 
demographic factors there are constraints, particularly on the supply side, that may lead to a time lag in  
policy responses. For example previous housing targets, produced every five years have been used to 
compute additional homes needed each year. This can mean that a housing target based on 2011 data 
would be used to drive planning decisions in 2015. 

Recommendations

We recommend:

— Collect and, where appropriate, publish additional KPI data

— Consider the key inputs used to inform the housing targets model with the housing targets and 
compare against the supply of additional units of different tenures to identify any likely gaps

Executive Summary

Recommendations (continued)
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As part of our scope of work, and based on a number of assumptions agreed with the States of Guernsey, 
we have developed a model for computing the additional housing requirement for 2021 split between 
Affordable and Private categories. 

In summary we took the number of homes in 2014 using 2014 census data (the most recent and 
complete data set available) and considered the impact of: 

— Population change – we used SoG projections of natural population growth (birth and death rates) of 
+0.6% over this period

— Demographics – we used a model to describe household formation behaviour.  This was applied to the 
computed population in 2021 to calculate a range of additional housing requirements

— Migration – SoG provided two migration scenarios of +100 and +200 net migration per annum

The 2014 Census data suggests that 5.8% of Guernsey’s local housing market was overcrowded in 2014. 
This equates to just under 1,300 households. We note that there were enough houses of appropriate sizes 
in Guernsey to eliminate overcrowding (ie there are sufficient bedrooms in Guernsey to house the 
population without overcrowding, with over 2,500 private, owner-occupied households that have at least 2 
spare bedrooms).

Our housing targets analysis is not designed to address this overcrowding but other recommendations in 
this report should help to alleviate it. 

The resulting housing targets for 2021 were then split between Affordable and Private target stock by 
considering the historical relationship between total housing stock and Affordable stock, as well as the 
existing demand for Affordable homes.  For the purpose of this analysis, cognisant of falling waiting lists 
and a cheaper private rental market, we have assumed that the waiting list for Affordable homes be 
cleared by 40% to 60%. Should actual government policy decide that an alternative target reduction be 
used then the resulting analysis will change. 

Total requirement Affordable requirement Private requirement

Bedrooms Min Max Min Max Min Max

1 203 277 116 167 88 110

2 238 332 65 94 173 238

3 189 278 53 77 136 201

4 55 85 5 7 49 77

5+ 13 23 0 0 13 23

698 995 239 345 459 649

Additional Housing Units required by tenure and bedroom 2014 to 2021

Executive Summary

Developing a housing target

Source: KPMG Analysis.
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Private housing additional units required (2014 to 2021)

Additional Private Housing Units
Required (Minimum)
Additional Private Housing Units
Required (Maximum)
Actual Private Housing Units Added

Bedrooms Min Max

1 71 101

2 40 57

3 32 47

4 3 4

5+ 0 0

Total 146 209

Source: KPMG Analysis.

Additional Affordable 
Housing Units required by 
bedroom 2017 to 2021

We then calculated the total requirements for Affordable and Private 
housing for 2017 to 2021 by taking into account changes in demand 
for Affordable homes, and additional homes built, between 2014 
and 2016.  We have further calculated the split of Affordable 
housing by bedroom size between 2017 and 2021 but this has not 
been possible for Private housing due to unavailability of data.

We recommend that data recording the net change in private units 
by bedroom is maintained on an ongoing basis and integrated with 
real time monitoring of progress toward housing targets (see later in 
this report).

We present below the actual build rate for private and Affordable 
homes, plotted against the build rates suggested by our analysis. 
Note that the projections are split into two periods. The period 2014 
to 2016 shows the actual building rate plotted against the additional 
units required per year based on projections from 2014 – 2021. The 
period from 2017 to 2021 has been updated for changes in the 
waiting lists for Affordable housing and for new units added since 
the base year, and shows the target building rates required to meet 
the 2021 housing target.

Source: KPMG Analysis.

Executive Summary

Developing a housing target (continued)
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Key Output

Step 1* – estimating 
housing required in 2021

First, the number of homes 
that will be required in 2021 
was calculated.

The number of homes in 
Guernsey in 2014, taken from 
Census data, was used as the 
base year. 

The impact of changes in 
population, demographics, and 
migration, on demand for 
housing from 2014 to 2021 
were considered.

This generates a range of 
homes that will be required 
under different scenarios in 
2021.

2021 housing 
requirement  by 

bedroom

Impact of migration
SoG provided two migration scenarios 

which were considered: +100 & +200 net 
migration per annum

Impact of demographics
A model to describe household formation 

behaviour, based on 2014 data, was 
developed. This model was applied to the 
population in 2021 to calculate a range of 

additional housing requirements

Households 

in 2014

The 2014 census 
data was used to 
show how many 
households there 
were in Guernsey 

and how many 
bedrooms they had. 
This is the base year 

for the analysis

Impact of population change
SoG projections of natural population 

growth of +0.6% over the period, based 
on birth and death rates, were used

2021 housing 
requirement by 

bedroom

Households in 2014 
by bedroom

Number of homes that need 
to built from  2014 to 2021 

by bedroom

Step 2 – developing 
housing targets

The number of homes that 
need to be built between 
2014 and 2021 is simply the 
number of homes the 
model determines will be 
required in 2021 minus the 
number of households in 
2014.

Affordable housing 
required by bedroom 

2014 to 2021

Demand for affordable housing
The historical demand for affordable housing was multiplied by the impact of 

population change and the impact of demographic change. The 2014 waiting list 
was then factored in. (Note: an assumption that net migration will have a negligible 

impact on the demand for Affordable housing was made)

Private houses 
required by 

bedroom 2014 to 
2021

Number of homes 
that need to built 

from  2014 to 2021

Step 3 – splitting the housing 
target between private and 
affordable homes

Once the number of homes that need 
to be built in total has been 
determined, the number of homes that 
need to be Affordable must be 
determined. In order to do this the 
results of the modelling in step 1, 
which indicates how many additional 
homes will be needed as a result of the 
impact of population and demographic 
change, were used. The historical 
relationship between total housing 
stock and Affordable stock, and the 
existing demand for Affordable homes, 
were considered. This was used to 
determine the requirement 
for Affordable homes, and the 
remainder (total requirement 
minus Affordable requirement) gives 
the number of homes required for 
the private market.

Input data Analysis

Historical demand for 
affordable housing 

2014 Affordable 
housing waiting list 

data

Impact of population 
change and 

demographics (from 
step 1)

Bedroom data
All analysis in step 1 
produced housing 

requirements broken 
down by bedroom

Executive Summary
Developing a housing target (continued)
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Number of homes that need to built from  
2014 to 2021 by bedroom

Bedrooms Min Max
1 203 277
2 238 332
3 189 278
4 55 85

5+ 13 23
698 995

Summary of total housing requirement from 2014 to 2021

Effect Additional homes required

Impact of population change 150

Impact of demographic Change (after 
population change) 301 to 350

Impact of migration 247 to 495

Total 698 to 995

Affordable housing 
required by bedroom    

2014 to 2021

Private houses required by 
bedroom 2014 to 2021

Bedrooms Min Max Min Max

1 116 167 87 110

2 65 94 173 238

3 53 77 136 201

4 5 7 50 78

5+ 0 0 13 23

239 345 459 650

Step 1

Step 2

Step 3

Executive Summary
Developing a housing target (continued)
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* Note – overcrowding and underutilisation

The 2014 Census data suggests that 5.8% of Guernsey’s local housing market was overcrowded in 2014. This equates to just under 1,300 
households. We note that there were enough houses of appropriate sizes in Guernsey to eliminate overcrowding (ie there are sufficient bedrooms in 
Guernsey to house the population without overcrowding, with over 2,500 private, owner-occupied households that have at least 2 spare bedrooms). 

Our housing targets analysis is not designed to address this overcrowding but other recommendations in this report should help to alleviate it as shown 
on page 26.  

Step 5 – updating private 
housing targets for changes 
from 2014 to 2017

2014 to 2021 private housing 
targets must also be updated to 
reflect the number of homes 
added since 2014, and changes in 
the affordable housing 
requirement. This gives us the 
breakdown of how many private 
homes are required from 2017 to 
2021. It has not been possible to 
present this data by bedroom as 
required data on private homes 
added by bedroom is not 
maintained.

Number of 
homes that need 

to built from 
2014 to 2021 
(from step 2)

Step 4 – updating affordable 
housing targets for changes 
from 2014 to 2017

The 2014 to 2021 affordable 
housing targets use the 2014 
Census data and waiting lists.  We 
updated the analysis to reflect the 
number of Affordable homes 
added since 2014, and the change 
in the size and composition of the 
waiting lists for affordable housing. 
This produces a breakdown of how 
many affordable homes, and of 
what sizes, are required from 2017 
to 2021. 

Updated Q1 2017 
Affordable housing 
waiting list data by 

bedroom

Affordable homes built 
2014 to 2017 by 

bedroom

Change in existing 
demand for affordable 
housing by bedroom

Affordable housing required 
by bedroom 2014 to 2021                            

(from step 3)

Affordable housing 
required by bedroom 2017 

to 2021

Change in supply of 
affordable homes by 

bedroom

Change in affordable housing 
required 2014 to 2021

Affordable 
housing required 

2017 to 2021

Affordable homes built 
2014 to 2017

Private homes built 
2014 to 2017

Total change in housing 
stock 2014 to 2017

Total housing 
stock added 
2014 to 2017

Private houses 
required 2017 to 

2021

Key Input data Analysis Output

Executive Summary
Developing a housing target (continued)
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Affordable housing 
required 2017 -2021

Private houses 
required 2017 - 2021

Min Max Min Max

Additional units 
required 2017 - 2021 146 209 340 574

Affordable housing required 2017 - 2021

Housing Requirement

Effect Minimum Maximum

Impact of population change 11 12

Impact of demographic Change (after 
population change) 23 28

Impact of migration 0 0

Existing Demand (Waiting Lists) 112 169

Total 146 209

Step 4

Step 5

Total requirement

Min Max

Additional units required 2017 -
2021 486 783

Bedrooms Min Max
1 71 101
2 40 57
3 32 47
4 3 4
5+ 0 0
Total 146 209

Additional Affordable Housing Units 
required by bedroom. 2017 - 2021

Executive Summary
Developing a housing target (continued)
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Overcrowding and underutilisation

Our housing target analysis focused on expected trends between 2014 and 2021. In order to highlight 
whether there was a shortfall in housing in 2014, we considered the likelihood of overcrowding and 
underutilisation of housing stock. 

Overcrowding is where too many people live in a house too small to accommodate them. Generally, it is 
accepted that a couple should not have to share a room with other adults, children should not have to 
share a room with their parents, and that brothers and sisters above a certain age should have a room 
each. The dataset does not identify the relationship between adults in the same house or the gender of 
children so we use a less strict definition of overcrowding than the UK DCLG. 

Households with less than the minimum number of bedrooms are deemed overcrowded. For example, in 
a household of two adults (parents) and two children under ten, the minimum room requirement would be 
two bedrooms. A smaller housing unit would result in the household being overcrowded.

The data suggest that 5.8% of Guernsey’s local housing market was overcrowded in 2014. This equates 
to just under 1,300 households. 

We have conducted a separate piece of analysis on the 2014 census data to assess the degree of 
underutilisation by identifying homes where there are at least 2 spare bedrooms.

Households with at least two bedrooms more than the number of occupants have been classified as 
underutilised. 

The data suggest that 10% of Guernsey households had at least 2 spare bedrooms in 2014. This equates 
to just over 2,500 households. 

Seemingly there is a sufficient stock of rooms in Guernsey houses to theoretically eliminate overcrowding. 
The challenge is therefore one of allocation: when left to the market, the allocation of people to houses 
has resulted in overcrowding. This is consistent with our interview results which suggested that the lower 
transaction volumes (as discussed later in the report) have contributed to the allocation challenge.

Increasing the volume of transactions and assisting those in underutilised households who wish to move 
to more appropriate accommodation might help alleviate this issue. The principal recommendations which 
should assist with this include:

— Increasing lending from the wider population of existing lenders as well as attracting new mortgage 
providers

— Removing document duty (and bond fees) for FTBs

— Supporting elderly housing tenures

Executive Summary

Developing a housing target (continued)
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Part 1
Market 
fundamentals
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The total number of local market units has increased by 1,135 since 2010, principally represented by an 
increase in rental units of 897, an increase in Affordable housing units of 185 and an additional 273 
Supported Homes. There has been a reduction in the Other category of 217 units during this period. The 
number of owner occupied units has remained stable since 2010.

Housing stock
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Total local 
market units: 24,175 24,452 24,577 24,784 25,108 25,258 25,310

Whilst the number of Affordable housing or Supported units has increased, their proportion has remained  
at 9-10% of total local market units since 2010 and over a longer time horizon (see overleaf).
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Source: Guernsey Annual Housing Stock Bulletin(s).

Note: The Other category includes self-catering, staff accommodation and units that are known to be vacant.
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Note:  Data collection on 
housing stock has since been 
updated to remove the 
“supported housing” tenure. 
In future this housing 
category will not be 
differentiated from either the 
Affordable, Rented or Owner 
Occupied tenures; those 
previously classified as 
“supported housing” will be 
accounted for by their specific 
tenure. See Glossary of 
Terms for more detail.
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From 1971 to 2001 Guernsey experienced a trend of increasing home ownership, with 10% of total local 
stock moving from the rental to owner occupied tenures. This period also saw growth within the finance 
sector on the island combined with relatively affordable house prices when compared with current 
affordability ratios. As prices have risen this trend has reversed, particularly since the 2004 Parr report, 
with an increased focus on the importance of the rental market. The distribution of tenures in 2016 is now 
very similar to those found in 1971, although it should be noted that the figures are based on different 
data sources and methodologies.

Housing stock

Source: Guernsey Annual Housing Stock Bulletin(s), Census Data.

Note:  On the above chart census data has been used prior to 2011, this data is not directly comparable to the 2011 and 2016 data but is the best data available 
and illustrates the trends described.
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Housing stock

Relative to the EU 28 average, Guernsey has a slightly lower proportion of the population living in the 
owner occupied tenure. Other persons who either cannot afford, or do not wish, to purchase property in 
the local market have entered the tenant market at either private market rates or reduced rates through 
Affordable housing.

Guernsey has a low proportion of people in Affordable housing (termed reduced price or free tenures per 
international benchmark data in the chart below) despite the worse affordability ratios (as shown on page 
54). Care should be taken in direct comparisons due to differing benefit systems between European 
countries, however, low unemployment and higher average earnings levels in Guernsey contribute to 
reduced demand for Affordable housing tenures which has remained relatively constant over the medium 
term.

Source: Guernsey Annual Housing Bulletin, Eurostat (EC).

Note: Categories have been taken from Eurostat data and data for Guernsey has been evaluated to conform as closely as possible to these categories
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Housing stock

Source: Guernsey Annual Housing Bulletin, Eurostat (EC).

The split of stock by number of bedrooms has stayed relatively consistent since 2011 with approximately 
50% of the stock at 1 or 2 bedrooms and the largest segment being 3 bedroom properties.

Source: Guernsey Annual Housing Bulletin, Guernsey Census Data
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Mean house prices have increased by around 8% per annum in nominal terms since 1981 as Guernsey’s 
population has risen and average household size has decreased (see page 49).

Transactions data from 1999 suggests that the average level of transactions, until the financial crisis in 
2007, was approximately 940 per year (representing 3.8-4.8% of local stock). This was a period of 
heightened activity for the housing market, and also saw steady price appreciation.

Housing stock — private
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After 2007 the global economy slowed, putting pressure on credit providers and confidence. Transaction 
volumes in Guernsey sharply fell before a steady recovery prior to further falls after 2011 to 2015. Our 
interview feedback suggests that investors continued to enter the buy-to-let market in a search for higher 
yielding investments which contributed to a continued increase in mean prices until a peak in 2012. This is 
supported by the increase in rental stock over this period shown on page 35.

Price falls since 2014 have coincided with a further decrease in transaction volumes (to under 3% per 
annum of local market stock) over the last three years. These lower transaction volumes appear 
symptomatic of a lack of confidence in the market and create allocation issues where individuals who 
would otherwise transact are not able to do so.

Source: Guernsey Residential Property Prices Bulletin(s).
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We note that quarterly house price trends for Guernsey are based on a low number of transactions. It is 
likely that an inconsistent population of properties will be transacted from quarter to quarter –
consequently the trends identified may not be fully representative of the Guernsey market and should be 
interpreted with caution. To help address this we have presented four quarter rolling averages of 
transactions and house prices broken down by quartile. This time series data will lag the market slightly 
but aims to reveal longer term trends in a more accurate fashion.

Housing stock — private

Source: Guernsey Residential Property Prices Bulletin(s).
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Housing stock — private

The annual mean price movements on page 32 did not show any fall following the global financial crisis in 
2007/8, however the more granular quarterly data suggests that Guernsey experienced a limited price fall 
following the financial crisis, but that prices quickly recovered. This contrasts with other jurisdictions, such 
as Jersey, where price falls were more pronounced and lasted for a far longer period. 

Since 2012 a pattern, similar to that experienced following the financial crisis, has emerged. Transaction 
volumes declined and, correspondingly, house prices stopped rising for the first multiyear period since the 
1980s. House prices remained broadly stable from 2012 to 2014 whilst transaction volumes fell further, 
and it was only after several years of falling transaction volumes that prices started to again fall. 
Concurrently liquidity within the market decreased significantly after 2013 driven by a reduction of lenders 
in the local market as shown on page 57 which has made it more difficult for potential purchasers to find 
funding solutions, exacerbating the downturn.

Lower quartile prices appear to have remained more resilient than upper quartile or median prices, as 
reflected in the narrowing spread between upper and lower quartile prices. This has led to increased 
convergence between quartiles by the end of 2016. This may indicate that demand for homes around the 
lower quartile (largely small houses and flats) is still strong and that the impact of the GHA’s entry into the 
market since 2002 has been limited on demand and pricing of the lower quartile. 

Transaction volumes in 2016 began to recover (18% increase on 2015) and although they remain at a low 
level compared to pre financial crisis, they appear to be trending upwards which is encouraging.

Part 1 – Market fundamentals
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As previously noted, the increase in the number of total local market units since 2006 has been driven 
primarily by the addition of rental properties, likely purchased as an investment. The increasing importance 
of the rental market is likely attributable to further increases in house prices (helped by the growth in buy 
to let), and tightened credit terms, making it less affordable to buy property. This causes a displacement 
effect where individuals that would have previously purchased their own home are now renting for longer 
before purchase, or are remaining in rented accommodation for a longer period. An interesting observation 
is the reasonably high number of rental units added in 2015 (167), against the record low number of 
transactions within that year (539), which anecdotally may indicate that unsold new build units were being 
transferred into the rental market.

Housing stock — rental
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Housing stock — rental

The relationship between purchase prices and rental costs is shown in the “purchase price to annual rent 
ratio” below, which expresses house prices as a multiple of annual rents, and through the rental index 
which tracks rental prices. The purchase price to annual rent ratio increased from 2006 to a peak in 2014. 
Interest rates fell rapidly following the financial crisis and have remained at historically low levels. Lower 
interest rates have typically reduced mortgage payments. It is likely that part of the increase in the price to 
annual rent ratio may be attributable to lower interest rates supporting an increase in house prices. The fall 
in 2015 and 2016 is due to falling house prices. 

23.6
24.6 24.8

26
26.5

29
29.6 29.3

30.2

28.7 28.8

15

17

19

21

23

25

27

29

31

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Purchase price to annual rent ratio

Purchase price to annual rent ratio

Source: Guernsey Supplementary Property Bulletin(s).

Part 1 – Market fundamentals



37 | Guernsey housing market review © 2017 KPMG Channel Islands Limited, a Jersey company and a member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

The rental index tracks the movement in rental 
prices over time. The cost of renting is high in 
Guernsey when compared with other areas of the 
UK, although rental prices have been falling since 
their peak in 2013. Unlike the owner occupied 
tenure, where the overall stock of units has 
remained stable for many years, the number of 
rental units increased as rental prices rose.

This decrease in rental cost has been paired with 
broadly stable private earnings over the past 5 
years, and has resulted in a fall in the rent to 
earnings ratio (a measure of how affordable annual 
rents are when compared with median earnings). 
From a peak of 0.56 in 2010 the ratio now stands 
at 0.45, a 20% decrease. 

Housing stock — rental
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Region 1 bed 2 bed 3 bed 4 bed

London 1,275 1,500 1,800 2,593

Guernsey 850 1,275 1,775 2,150

South East 675 850 1,025 1,700

East 595 700 825 1,295

England 575 625 715 1,275

South West 525 650 795 1,250

West Midlands 475 575 650 950

North West 425 520 600 875

East Midlands 425 525 625 875

Yorkshire 420 495 565 875

North East 400 450 549 795

Median rental costs by region (£)
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As noted earlier, there has been an increase of 458 units 
of Affordable and supported housing categories since 
2010, even if its proportion to total local market units has 
remained stable at approximately 10% (since 1971).

Socialised housing on the island was historically operated 
by the SoG until 2002 when the GHA was formed. By Q1 
2017, the GHA operated over 30% of total Affordable 
housing and supported stock (799 units). The GHA 
operates partial ownership, general needs rental, and 
extra care properties and maintains its own waiting lists 
for general needs rental and partial ownership schemes, 
which are currently distinct from SoG Rental waiting lists. 
SoG operates 1,652 rental units.

SoG rental properties are typically provided at a discount 
to market rates, and the majority of tenants within these 
rental properties are eligible for benefit in the form of rent 
rebates1. A number of GHA social rental tenants are also 
currently eligible for a rent rebate as they are nominated 
tenants from Housing’s social rental waiting list.

Over the past five years the GHA have begun to operate 
additional supported housing, and extra care properties 
targeted at individuals who require housing that is tailored 
to their specific needs.

UK housing associations are regulated by the Homes and 
Communities Agency’s Regulation Committee. The GHA 
is jointly regulated by the Committee for Employment and 
Social Security and the Policy and Resources Committee.

Housing stock — Affordable 
housing
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Source:  Guernsey Annual Housing Stock Bulletin(s), States of Guernsey 
and Guernsey Housing Association Data.

1 – The rent rebate scheme is currently in operation but SoG have agreed that rent rebates will cease to exist under the 
Income Support Scheme
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Review of waiting lists 
occurs

Waiting lists are maintained for both Housing’s and GHA’s rental tenures, and the GHA’s partial 
ownership scheme. The trend and composition of these waiting lists is shown below. A review of the 
waiting lists occurred in 2012 following which there was a material reduction, in particular, from the 
GHA’s partial ownership waiting list. 

Housing stock – Affordable 
housing

Source: SoG data
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Housing stock – Affordable 
housing
There has been a fall in the number of households on these waiting lists over the period 2014 to date. 
This trend is most pronounced in the waiting lists for Housing and GHA rental properties. The main 
drivers for this fall are an increase in the stock of Affordable housing, improving rental affordability (as 
measured by the fall in the rent to earnings ratio), and lower house prices. 

Total demand for Affordable housing can be measured by taking the total number of existing, occupied, 
Affordable households and adding to this figure the waiting lists for the same. Below we present total 
demand for and total supply of Affordable housing in Guernsey. As waiting lists have fallen the gap 
between supply and demand has narrowed.

Source: SoG data, KPMG analysis.
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Set out below are the key supply side factors affecting the local housing market which have been 
considered on the following pages.

Supply side factors

Supply
Land

Planning

Developers

Housing stock Construction

Credit provision
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Land

Land as a primary input into house building is in limited supply in Guernsey.

There is no formal land registry in Guernsey and information on land ownership and land prices is not 
centrally maintained. The 2012 Use of Planning Covenants in the Delivery of Affordable Housing in 
Guernsey report estimated that landowners in Guernsey would expect to achieve no less than £3 million 
per hectare or £1.25 million per acre. 

A limited supply of available land to develop on and competition from developers using the residual land 
value calculation (see next page) can cause a bias of developments away from market need and towards 
higher value developments, pushing up land values. Conditions on land, or the use of planning covenants 
recently introduced in Guernsey through the IDP, can influence the types of housing developed, for 
example to Affordable housing, and help depress the value of the land.

The GHA have been the most active developer in Guernsey recently, benefitting from SoG granted land 
and developing 214 units since 2014. GHA are less likely to be affected by the fall in house prices as their 
Affordable housing developments are less reliant on the value of the private market. We understand that 
land availability is the most pressing issue facing the GHA for further Affordable housing developments.

Supply side factors
Part 1 – Market fundamentals
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Supply side factors

Residual land value calculation 

The price of development land is based on the sales value of the properties that can be built on it. 
Typically, and unlike other markets, the price new homes fetch is largely determined by the market in 
existing homes. Where the price of homes is declining, as has happened in Guernsey in recent years, 
there will likely be a reduction to the value and viability of new developments which can lead to a 
stalling in property development as well as unutilised planning permission.

Different types of development for land use will influence its value. For example, a development of 
luxury apartments is likely to lead to a higher residual land value offer than a development of similar 
sized units of FTB flats.

Those in property development have to estimate the ‘correct’ price for a piece of land using what is 
known as the ‘residual land value’ calculation.

At its simplest, this method works backwards from the end of the development process. The developer 
starts with the number of homes they expect to fit on the site, and what they expect to sell them for to 
give a total scheme value. They then subtract how much it will cost to build them and their own profit. 
The remainder is the residual land value — the price they can offer the landowner. Developers will 
typically make offers based on the same method but with varying assumptions on the risks associated 
with the development. In a competitive market, the land owner will typically accept the highest offer for 
their land. Once the land is purchased, the landowner typically has no further risk. 

In a competitive market, 
the land owner will typically 
accept the highest offer for 
their land. 

In this example, Developer 
2 can offer the highest land 
price

The sale price of 
new homes are 
heavily influenced 
by the amount 
existing homes are 
sold for

Profit

Affordable housing 
and infrastructure 

provision

Build quality

Land price

Land price

Land prices are set through competition

Profit

Affordable housing 
and infrastructure 

provision

Build quality

Developer 1 Developer 2
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Planning, development and credit provision

The planning process can impact both the number and type of homes that are developed through the 
supply chain. Historically we understand that planners have not had much flexibility or influence over the 
mix of type of housing being developed and their focus was to ensure an effective 2-year pipeline supply 
was in place to meet the SoG agreed strategic housing target. This was informed by the Housing Needs 
Survey. We understand that through the recent changes to the planning policy framework brought about 
by the adoption of the Island Development Plan 2016, planners have more influence on the type, size and 
tenure of housing developments to meets the Island needs.

The chart below shows the rapid decline in granted permissions being developed. After 1 year of being 
granted planning permission approximately an eighth of permissions for residential development are taken 
up, after 2 years approximately a quarter of permissions are taken up and after 3 years over a third of 
permissions are taken up. These trends are considerably lower than observed in the past, which may be a 
reflection of the state of the housing market.

Supply side factors  

Source: States of Guernsey Planning Service — Housing Monitoring Report (note 2016 data is to end Q2).

Part 1 – Market fundamentals



46 | Guernsey housing market review © 2017 KPMG Channel Islands Limited, a Jersey company and a member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

The main drivers for the decline in development over recent years are the falling transaction volumes and 
house prices. The time taken between initial project planning and commencing a build mean that some 
developments which were projected to be profitable at the time of modelling may no longer be financially 
attractive. Falls in house prices leave land owners and developers with assets which cannot be developed 
at a sufficient margin over the price paid for them. Developers then have a choice between trying to sell 
the site, potentially at a loss, or waiting for prices to recover. In recent cycles, the evidence is that market 
participants choose the latter strategy wherever possible. Even slight falls in house prices can cause 
house building to stall, as developers wait for margins to recover. Such stalled sites may or may not be 
entirely uneconomic to develop under current conditions — it may simply be that their owners have 
calculated that better returns can be made by delaying development. The impact on land values is even 
more accentuated. These calculations are driven as much by the investment strategies of the owners and 
the specific financing arrangements of the site as by general development market conditions. 

We understand that expected margins within the development sector are around 20%. In Guernsey, we 
understand developer margins have decreased from as high as 35% in previous years to below 20% 
under current conditions. The fall in margins has been partly driven by land bought historically at higher 
prices. An expected margin below 20% leads to issues with the viability of potential developments. Banks 
typically require a margin of this quantum to agree lending and the number of banks providing finance to 
developers in Guernsey has fallen in recent years. 

We understand that the majority of recent private developments have been funded through alternative 
sources such as private investor funding, thus restricting competition to those who have access to such 
finance. Banks have tightened their lending criteria since the global financial crisis and now will lend at a 
typical 60:40 loan to cost ratio. This requires developers to fund 40% of the development cost upfront, 
prior to obtaining bank funding, likely restricting the opportunity to commence further developments until 
all units on their previous site have been sold. The fall in transactions since 2014 has further limited 
developer’s capability in this regard.

Construction 

Construction costs in Guernsey are higher than the UK, predominantly due to the cost of materials. A lack 
of economies of scale, shipping costs, higher labour costs, a lack of competition locally in certain materials 
and between builders and contractors are factors as to why build costs in Guernsey are estimated to be 
30-40% higher than in the UK. The latest available figures identified in ‘The Use of Planning Covenants in 
the Delivery of Affordable Housing in Guernsey- October 2015 Update’ estimated construction costs for a 
lower tertile property in 2015 at £2,400/m2. The 2015 Turner and Townsend International Construction 
market survey estimated an individual detached/terrace style house medium standard residential build in 
London at £1,600/m2. Building costs may increase in the UK due to the current exchange rate and this will 
ultimately flow through into the Guernsey market. 

The construction industry has contracted as a fall in private housing developments has coincided with a 
lack of significant SoG infrastructure projects. Employment numbers within the industry have fallen 
continually since 2015. Within the housing market, GHA has been a significant tenderer over recent years 
using local construction firms to assist with their developments.

Supply side factors  
Part 1 – Market fundamentals
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Housing stock

The high cost elements noted within the Guernsey supply chain trends towards a higher cost of 
developing housing in Guernsey. This has recently led to more developments towards the higher value 
and luxury end. A number of these units remain unsold and there are examples of them transferring to the 
rental market. 

Any land which is not covered by restricted use covenants is unlikely to be promoted towards lower cost 
housing, hence there have been relatively few developments aimed exclusively at the FTB. This can be 
seen clearly in the price of new build homes shown on page 79.

These factors contribute to a relatively high lower quartile price and corresponding affordability metrics in 
comparison to other markets. 

Recent changes to the planning policy framework with the adoption of the IDP 2016 should allow greater 
flexibility to planners to better influence future developments according to the island’s needs. 

Through our work we have not identified a significant overall shortage of housing within the local market. 
However, the reduction in the volume of transactions has led to a partially locked market. Some 
homeowners may be stuck within their current property (which may no longer be appropriate) unable to 
sell, as FTBs have struggled to enter the market.

Interviewees and survey participants were asked their opinions of the quality of the housing stock within 
Guernsey. The quality of older properties was deemed to vary, particularly as these were built prior to 
building regulations being introduced. Older properties can be more difficult to maintain, particularly for 
elderly residents and buyers are unlikely to be able to obtain a mortgage on those falling into disrepair. 
Rebuild of older properties is a potential solution to improving the overall quality of stock, although can be 
a costly exercise. The quality of new builds was generally deemed to be of a higher standard.

Supply side factors  
Part 1 – Market fundamentals
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Set out below are the key demand side factors affecting the local housing market which have been 
considered on the following pages.

Demand side factors

Demand
Confidence

Demographics and
population management

Affordability

Transaction
costs

Macroeconomic 
factors

Credit provision

Part 1 – Market fundamentals



49 | Guernsey housing market review © 2017 KPMG Channel Islands Limited, a Jersey company and a member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Demographics and population management

Guernsey population size and average household numbers are important constituents for housing demand 
and the required tenures and sizes of properties.

Demand side factors  

Source: Guernsey Census(es), Guernsey Population, Employment and Earnings Bulletin(s).

There has been a 7% increase in Guernsey’s population since 1991 compared to a 23% increase in the 
number of local market households over the same period. The current population size is broadly consistent 
with 2010 yet the housing stock has increased by 1,135 units. 

Average household size has fallen from 3.5 in 1951 to 2.3 in 2015. Since 2010, it has fallen from 2.4 to 2.3 
– we have estimated that a 0.1 fall in average household size would have led to an increase in demand of 
1,100 units compared to the actual increase of total units of 1,135 since 2010.

It is unclear at this stage as to how the Population Management (Guernsey) Law, 2016, will impact the 
size of the population and consequently future demand for local market properties.

2.0

2.5

3.0

3.5

4.0

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Average household size

UK Guernsey

Source: ONS, States of Guernsey Data.

 30,000

 35,000

 40,000

 45,000

 50,000

 55,000

 60,000

 65,000

1951 1961 1971 1976 1981 1986 1991 1996 2001 2006 2011 2016

Guernsey population

Part 1 – Market fundamentals



50 | Guernsey housing market review © 2017 KPMG Channel Islands Limited, a Jersey company and a member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Understanding demographic trends is critical to planning for future tenures of housing as different age 
profiles of the population have different housing requirements. A key age profile trend over recent years 
within Guernsey has been the increase in the over 65 category. Guernsey has a higher proportion of over 
65s in comparison to the UK and Jersey and hence housing policies will need to be partly driven by this 
demographic change to ensure that there is sufficient provision of housing for the elderly. 

Demand side factors  
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The changing demographic is also influencing the dependency ratio which has increased from 0.48 to 0.54 
since 2010. This is the ratio of the non‐working age population (either below the minimum school leaving 
age or above the age of retirement), to the working age population. Attempts to control the dependency 
ratio will likely require an increased  working population. If this leads to an increase in population then the 
additional demand will need to be factored into housing target analysis.
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Macroeconomic factors

A range of macroeconomic factors impacts the demand for housing.

An inverse relationship exists between interest rates and house prices – as can be seen below, as interest 
rates have fallen so Guernsey’s house prices have risen. This is likely due to the improved ongoing 
affordability of servicing mortgages.

As Guernsey has no central bank, it should be further noted that Guernsey has limited control over base 
rates.

Cumulative inflation is also highlighted on the below chart to help demonstrate how house price inflation 
(approximately 8% per annum) has significantly outpaced RPI (approximately 2% per annum).
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Since 2012 Guernsey, in contrast to the UK and Jersey, has seen little or no GDP growth. It is important 
for GDP to grow in any jurisdiction in order to stimulate confidence and the demand for houses.

Demand side factors  

Similar to GDP, strong earnings growth can lead to improved confidence within the market and increased 
demand. Increased disposable income may lead to FTBs entering the market and enable homeowners to 
move up the property ladder. Guernsey has seen a slight improvement in median earnings since 2013. 

Source: States of Guernsey data, ONS, 

Note :  Methodologies used to calculate earnings vary across jurisdictions

Source: States of Guernsey data, ONS, States of Jersey data.
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Guernsey’s unemployment rate continues to be substantially lower than Jersey, the UK and Europe. Were 
unemployment to materially increase then this might adversely impact property prices and increase the 
requirement for Affordable housing.

Demand side factors  
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Affordability

Guernsey has historically had poorer affordability ratios in comparison to other jurisdictions. An attractive 
place to live, a strong appetite to own property, higher median earnings, a less punitive tax system and 
low unemployment are some of the key factors which support house prices. 

The chart below shows how the median Guernsey affordability ratio was above UK, Jersey and Isle of 
Man as at the end of 2016, although it has reduced from its peak of 15 times in 2012 to 13 times at the 
end of 2016. Comparisons against other jurisdictions need to be carefully considered as the analysis is 
based on gross earnings and hence does not take into account tax systems (including the provision of 
mortgage interest relief within Guernsey) and cost of living which will vary across different income levels 
in different jurisdictions.

The low level of default rates in the market suggests that although comparatively high, Guernsey residents 
are able to service mortgages at the current level of affordability.

Demand side factors  

Source: States of Guernsey data, ONS, States of Jersey data, IoM Economic Affairs Department.

Rental affordability has improved in recent years driven by an increase in supply. The increasing stock of 
rental properties as a proportion of total stock suggests a larger proportion of the population are unable to 
access the owner occupied market, particularly due to the high transaction costs and deposits required. An 
inability to access the owner occupied market may become a driver for young persons to build careers in 
alternative jurisdictions.

Part 1 – Market fundamentals
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Transaction costs

We set out below a comparator analysis of transaction costs against Jersey and the UK. Although not 
perceived to be the key barrier to home ownership, saving sufficient capital for transaction costs as well as 
deposits can be challenging for FTBs.

For the purposes of analysis, we have included the following as transactions costs:

— Document duty (or equivalent in UK and Jersey);

— Bond Fee;

— Greffe Fee;

— Survey/Valuation fee — we have assumed £1,000 to cover a homebuy report to be accepted by the 
lender;

— Legal fees (conveyancing and other legal costs);

— Local search (Jersey);

— Housing Consent (Jersey);

— Immunity certificate (Guernsey);

(Note the data does not consider mortgage arrangement fees which are unlikely to vary significantly 
across jurisdictions). The full calculations and assumptions are outlined in Appendix II.

The table below demonstrates the estimated transaction costs for acquiring property at different prices 
across Guernsey, Jersey and the UK.

Demand side factors  

The table shows the higher percentage of transaction costs faced by lower quartile purchasers in 
Guernsey. Both the UK and Jersey have more favourable stamp duty bandings for lower value properties. 

At higher property prices, Guernsey transaction costs appears more consistent with the UK but still above 
Jersey. 

More recently rates have been changed in the 2017 budget to a graduated system which reducing duties 
paid on properties for less than £800,000, and increasing those paid on properties above this value. This 
has been taken into account in our calculations.

Part 1 – Market fundamentals

£250,000 £300,000 £500,000 £800,000

Guernsey 3.60% £8,998 3.72% £11,160 3.91% £19,560 4.09% £32,710

Jersey - First Time 
Buyer 1.48% £3,705 1.38% £4,130 n/a n/a n/a n/a

Jersey 2.48% £6,205 2.71% £8,130 2.67% £13,330 2.90% £23,180

UK 1.85% £4,613 2.47% £7,412 3.48% £17,412 4.08% £32,648
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Credit provision

An ongoing supply of mortgage credit is critical to ensuring that those who wish to acquire a home can 
obtain the financing required.

Substantially the core method of financing property purchasers by consumers in Guernsey is through a 
bank or building society mortgage. The MMR introduced strict lending criteria and hence new customers 
are fully vetted and their affordability stress tested to cover a significant increase in interest rates (up to 
7% in many cases). This will add some protection to the lending market, given the risk of historically low 
interest rates rising. 

Lengths of mortgages can be offered up to 30 years, although lenders may restrict this in times of high 
market concentration in order to toughen affordability and reduce exposure.

The chart below shows the lender share of new property purchase bonds in the local market since 2009. 
Total lending fell from its peak in 2010 at £180m to £120m in 2015 before a slight recovery in 2016.

Demand side factors  
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The chart below shows the lender share of new property purchase bonds in the local market since 2009. 
Until 2013, there were up to seven lenders active each year who held over 5% market share, with a total 
value of bonds worth £162 million. 

In 2013, the Co-op and Guernsey Home Loans reduced lending substantially as they prepared to exit the 
market, leading to falls in both the value of bonds offered (£120 million in 2015) and number of 
transactions (539 in 2015). 

Concurrently, there were significant changes impacting UK lenders who operate in the market particularly 
through the 2014 Mortgage Market Review (MMR). This tightening of lending regulations increased 
underwriting requirements and may have led to further reductions in lending capacity for existing lenders.

These trends continued until 2016 and the concentration of market share for the two main lenders 
(Skipton and RBSI) increased to approximately 70%.

Demand side factors  

Source: States of Guernsey Data, KPMG analysis.
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Market Confidence

Confidence is a critical factor underpinning the market on both the supply and demand side. A lack of 
confidence was a likely factor in the fall in transaction volumes up until 2015. Although there is no 
evidence of rapid increases in unemployment or reductions in average earnings, there was uncertainty in 
economic outlook and little GDP growth over this period which would have adversely impacted 
confidence.

A fall in confidence, particularly if leading to a fall in prices, affects both supply and demand and can lead to 
a spiralling downward effect. Developers are less likely to be active if unsure as to expected valuations 
and unable to find funding. Investors will look to alternative assets classes and banks will tighten lending, 
thus restricting liquidity to the supply side.

On the demand side, banks will be less confident in issuing higher LTVs (noting that a fall in pricing may 
potentially push new homeowners into a negative equity position), restricting the number of FTBs entering 
the market and homeowners will likely sit tight.

The recent increase in transactions during 2016 and 2017 is reassuring, although still below long term 
averages. Government finances have returned to surplus indicating an improved fiscal position, the 2015 
decline in house prices appears to have flattened and we have noted a new lender entering the market. 
These factors indicate that confidence may be returning to the market.

Demand side factors  
Part 1 – Market fundamentals
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We have identified a number of focus areas for the local market outlined in more detail on the following 
pages along with an assessment of potential solutions.

a) Credit provision and a highly concentrated mortgage market

b) Affordability for FTBs

c) Provision of elderly tenures

d) Provision of key worker housing

e) Government support to the housing market

f)  Ongoing monitoring of housing targets and KPIs

Evaluation of policies

We have outlined the advantages and disadvantages of a number of policy options to help mitigate the 
challenges facing the market. Caution must be taken to understand the unintended implications of any 
policy outcome and many of the options should not be undertaken in isolation. Instead the options may be 
viewed as a series of levers that can be activated as economic conditions dictate. Where possible we have 
added commentary around these points. Care should be taken as to how any potential policies are 
communicated publically as the expectation of intervention may lead to a change in stakeholder behaviour.

Key focus areas

Positive factors

Negative factors

Impact on pricing and supply in the Guernsey market

Part 2
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Summary of issue and implications for the local market

An ongoing supply of mortgage credit is critical to ensuring that those who wish to acquire a home can 
obtain the financing required. As can be seen from pages 56 and 57, there have been periods where there 
has been a contraction of credit availability, driven principally by a fall in the number of lenders as well as a 
tightening of banks’ lending criteria. The reduced lending capacity was a factor in falling transaction 
volumes after 2013 to under 3% per annum of local market stock.

The Herfindahl-Hirschman index below is a useful tool for monitoring concentration risk for existing 
lenders. The Index shows that in 2016, Guernsey reached a highly concentrated position.

Concentration on a few lenders has led to increased systemic risk in the market and concentration risk to 
the active lenders. If one of the existing main lenders exited there would be significant pressure on the 
remaining lenders which, if not resolved, might risk a decline in credit availability and subsequent 
transaction volumes. 

Key focus areas

(a)  Credit provision and a highly concentrated mortgage 
market
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Note: The HHI index is calculated as the sum of the squares of all market participants’ market shares. This tool is used by regulators to evaluate market 
concentration.
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Key focus areas

(a)  Credit provision and a highly concentrated mortgage 
market (continued)
It is important to increase and diversify the availability of mortgage credit in Guernsey, both to reduce 
systemic risk and to provide more choice by allowing greater specialism and variety of products. This 
could be achieved through increased lending from the wider population of existing lenders as well as 
attracting new mortgage providers. This should lead to further competition and better terms offered to 
customers, helping FTBs and those moving along the ladder, and increased development finance and 
banking services. The unlocking of the market will increase confidence on both the supply and demand 
side, boosting activity, development and the volume of transactions. 

From our discussions with a number of existing lenders operating at a lower market share, we understand 
that there is a desire to increase lending capacity. However, challenges in resourcing, ongoing 
restructuring of banking business models following the financial crisis and tighter lending criteria following 
the MMR suggest that challenges for lending capacity from this source in Guernsey may continue. It will 
be important to monitor this closely going forward.

There are high setup costs for potential new lenders given Guernsey’s relatively small population. We are 
aware that their application would require approval from both the UK and Guernsey regulators and that 
they would require a physical presence on island in order to offer mortgage interest relief to customers. It 
is difficult for new lenders to capture existing market share given the cost of Bond fees to customers for 
switching mortgage providers.

There are however benefits to lending in the island and we understand from our interviewees that 
Guernsey has exceptionally low default rates.

Part 2
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Competitive Marketplace

Moderately Concentrated Marketplace

Highly Concentrated Marketplace

Key focus areas

We have modelled the impact of additional lending on concentration under three sensitivities as outlined 
below:

— Sensitivity 1: one new entrant lending £20m

— Sensitivity 2: two new entrants each lending £15m (total of £30m)

— Sensitivity 3: two existing lenders operating at a lower market share each lending an additional £20m (total 
of £40m)

We have then considered these 3 sensitivities for 2 market impact scenarios, represented by the following 2 
charts. Scenario 1 represents an increase in total market capacity equal to the 3 sensitivities, whereas 
Scenario 2 assumes some capture of market share from other existing lenders and hence the increase in total 
market capacity will be less.

We estimate that, the introduction of one new provider lending a minimum of £20m per annum would allow 
the HH index to enter a moderately competitive market, thus reducing market concentration risk (Sensitivity 
1). This is consistent under both Scenarios, although the impact is more marginal under Scenario 2.

The introduction of two new lenders, each lending £15m would further reduce concentration and is the most 
favourable sensitivity we have considered (Sensitivity 2).

Encouraging existing lenders operating at a lower market share to increase capacity is also desirable. In the 
absence of new lenders, if two of these existing lenders were to increase capacity each by £20m, the HH 
index would move into a moderately concentrated  market (Sensitivity 3).

A focus on attracting new lenders as well as encouraging existing lenders operating at a lower market share 
to increase capacity is recommended.

Sensitivity 1 Sensitivity 2 Sensitivity 3

(a)  Credit provision and a highly concentrated mortgage 
market (continued)

Source: SoG data, KPMG Analysis.
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Competitive Marketplace
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Guernsey credit market concentration – Scenario 2

Key focus areas

 Increased total lending capacity 
and volume of transactions;

 Increased competition leads to 
more competitive borrower 
terms;

 Increased funding for developers;

 Better range of products targeted 
at specific tenures (FTBs/Elderly);

 Decreased concentration risk for 
existing lenders (stability);

 May encourage increased supply;

 Mitigate systemic risk.

 Requires dedicated time and 
effort from SoG/GFSC/other 
stakeholders;

 Challenging to attract appropriate 
lenders to a small market — may 
require removal of barriers;

 Requires active monitoring of 
credit market.

 Will act as a stimulant in the 
market to impact both supply and 
demand side positively;

 Unlikely to have a material impact 
on pricing unless lenders 
materially increase risk profile, i.e. 
towards 100%+ LTVs.

Sensitivity 1 Sensitivity 2 Sensitivity 3

(a)  Credit provision and a highly concentrated mortgage 
market (continued)

Source: SoG data, KPMG Analysis.

Part 2

We recommend

— A working party should be formed including representatives from government, the AGB and the GFSC to regularly monitor 
the mortgage market

— A shortlist of potential new lenders should be approached to understand better their appetite and the barriers they face
— Ongoing dialogue with existing lenders to keep abreast of their appetite for lending and to understand the challenges they 

face
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Summary of issue and implications for the local market

New purchasers are critical to unlocking the housing market and driving up the volume of transactions. 
The nature of the housing ladder dictates that new purchasers must be active to enable second time 
buyers to move and to ensure the flow of transactions throughout the market.

As FTBs can act as a key stimulant to the market, any assistance provided is likely to benefit the wider 
market and its stakeholders within the short term. 

The following analysis indicates that affordability ratios are worst at the lower market quartile which is 
likely to adversely affect FTBs. FTBs are also likely to suffer higher mortgage interest rates driven by 
higher LTVs. 

The affordability levels at lower quartile have fluctuated at around the 15 times level principally driven by 
property prices at the lower quartile holding their values.

Key focus areas

(b)  Affordability for FTBs
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A challenge for FTBs of relatively high prices at the lower quartile is the level of deposit required –
typically a deposit of 10% and transaction costs of up to 4%. In contrast, our survey suggested the 
ongoing affordability of a mortgage currently appears within reach for many. Market intervention 
currently occurs through the provision of mortgage interest relief which helps further improve the 
ongoing affordability of a mortgage, however does not assist FTBs in servicing transaction costs and 
deposits. 

Source: KPMG Analysis.

Part 2
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FTB survey

Our first time buyer survey was designed to help understand the key challenges of entering the ownership 
market in Guernsey. It targeted potential FTBs, i.e. those actively looking for property, and successful 
FTBs, i.e. those who have successfully acquired a property over the past three years. Based on the survey 
results, we have profiled a successful FTB on the following page.

Consistent with our market analysis and results from our interview process, saving for the initial 
transaction costs and deposit was stated as the key challenge to getting on the housing ladder for 
successful FTBs — under current interest rates, ongoing affordability of the mortgage is less of an issue 
and the percentage of net income spent on mortgage (36%) is consistent with the current rental costs of 
those renting. On average, the successful buyers purchased a £385,000 home which required total 
transaction costs and deposit of £53,000. The majority (74%) obtained financial support in the form of a 
gift from parents or other donors, averaging £32,000. This can be provided without the risk of incurring a 
tax charge within Guernsey, in contrast to other jurisdictions such as the UK. An advantage of living in 
Guernsey for those who have family here is the potential to live with parents whilst saving for a home —
62% of our survey respondents were living at home prior to acquiring a property and hence able to avoid 
paying full market rent. However, it still took on average almost 4 years to accrue the remaining savings 
required for the initial transaction costs and deposit.

The expectations of potential FTBs were largely in line with successful FTBs, except for the expected time 
to save for a property (2.4 years), being less likely to receive financial support (40%) and less likely to live 
at home (40%).

Other key findings include a majority citing the limited independent advice available for FTBs in Guernsey 
(58%), particularly at the early stage of the process, prior to being ready to approach brokers and banks.

The respondents were asked for their views on the GHA partial ownership scheme and its attractiveness 
to FTBs. The core reasons that the scheme was discounted by FTBs was the restriction to only acquire up 
to 80% equity in the property (and hence the step up to the private market would be challenging), the 
length of the waiting list, the limited choice over properties and being unaware of the scheme. 

The respondents were asked their views on the available housing stock for FTBs. The most common 
issue identified related to the age of the available stock with many FTBs stating properties required 
extensive renovation and they were unable to obtain a mortgage on them. The respondents identified a 
lack of family starter homes and poor quality of stock as issues, particularly in homes available for less 
than £300,000.

Further detail on the survey results and the survey questionnaire are outlined in Appendix III.

Key focus areas

(b)  Affordability for FTBs (continued)

Part 2
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Key focus areas

28
Age

62% Living 
with parents

Living situation prior 
to buying a house

3.91 years

Time to save for 
transaction costs 

and deposit

£53,000

Average deposit 
and transaction 
costs required

£385,000

Average Price 
of first home

74% 
received support

Financial 
support

£31,500

Size of (potential) 
Financial support

£21,500

Average Savings 
required (after 

financial support)

£5,500

Annual saving 
rate required

36%
Percentage of 
net income spent 
on mortgage

Deposit and other costs

Biggest barrier to 
purchasing a house

(b)  Affordability for FTBs (continued)
Profile of a successful first time buyer in Guernsey

Part 2
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In the graphic below, we have segmented the FTB market to help understand where assistance is most 
required:

Key focus areas

The results suggest that, if FTBs are able to access a gift from parents, or are able to live at home and 
avoid paying rent (or both), then they are more likely to be able to buy a home, although it will take a 
considerable amount of time to accrue the remaining savings to cover transaction costs and the deposit. 
The limited support segment consists of FTBs who although may be able to afford a mortgage, are 
unlikely to be able to save the required transaction and deposit costs, particularly due to paying high rent. 
This segment should be the priority for any intervention within the market.

A “do nothing” approach towards FTBs is likely to limit the attractiveness to the younger generation of 
settling longer term in Guernsey, placing further pressures on the dependency ratio. Furthermore, should 
conditions for FTBs deteriorate, there is likely to be a knock on effect to total transaction volumes across 
the market.

“There is no way I could afford to buy my own 
property without my parents help”

“Were I not lucky enough to have family able to support 
me, I would have had to aggressively save for about five 
to seven years, assuming I still lived with my parents and 

therefore didn’t have to pay rent”

Receive 
gift

Limited 
support

Living with 
family

“Highest barrier is saving a deposit while 
paying rent and bringing up a young family”

(b)  Affordability for FTBs (continued)

Part 2
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Evaluation of options and impact on the local market

Key focus areas

(b)  Affordability for FTBs (continued)

We have considered the following options to assist FTBs:

HTB schemes (loan/savings/guarantee) – pages 70 to 75 i.

ii. GHA FTB PO scheme – page 76 

iii. Changes to Document duty and Bond fees - pages 77 to 78

iv. Encourage FTB Housing - pages 79 to 81 

v. Summary of recommendations - pages 82 to 83

Part 2
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Key focus areas

(b)  Affordability for FTBs (continued)

 Enables FTBs to enter the owner 
occupied market;

 Increases transaction volumes 
which addresses the allocation 
issue (throughout the whole 
market);

 Can encourage new development 
of appropriate properties for the 
island.

 May be inflationary if not 
implemented with related supply 
policy;

 Banks unlikely to support;

 Government have to create an 
infrastructure to operate the 
scheme;

 Time lag significant;

 Inequitable to ask taxpayers to 
subsidise the purchase of an 
asset that is expected to 
appreciate in value over the long 
term for an individual’s sole 
benefit;

 Will have a direct cashflow impact 
for SoG;

 Difficult to ensure help is directed 
to those who need it most and 
not those who could otherwise 
access the market;

 Reduced impact where 95% LTV 
operators exist within the market.

 May increase supply of new 
lower quartile homes;

 May be inflationary.

The Help to Buy schemes aim to reduce the deposit level that FTBs require, usually to the equivalent of a 
95% LTV (typical market offering is a maximum of 90% LTV). These schemes have been used extensively 
within the UK market following the financial crisis, when banks tightened their lending and higher LTV 
products were limited. The three typical methods for this, namely 1) savings, 2) loan and 3) guarantee are 
outlined on the following pages. A summary evaluation of HTB schemes in Guernsey is outlined on page 
76.

HTB Savings scheme

1) Savings: SoG would pay a grant towards an individual’s mortgage savings. For example, saver A pays 
£1,000 into their mortgage savings account and SoG would match up to 10%, or £100. SoG contribution 
could only be released to a lender on approval of the mortgage. 

Of the three types of scheme, savings is the least likely to be acceptable within Guernsey due to the 
requirement of a guaranteed cash payment from SoG. It is likely to be inequitable to ask taxpayers to 
subsidise the purchase of an asset that is expected to appreciate in value over the long term for an 
individual’s sole benefit. In the UK, the scheme is operated through an ISA, which does not exist in 
Guernsey.

i. Help to buy schemes

Part 2
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HTB Loan scheme

1) Loan: SoG loans the saver the additional funds they need to make a deposit through an equity or 
traditional loan. For example saver C needs £20,000 for a deposit but has only saved £10,000. SoG 
would loan saver C the additional £10,000. This could be either through an equity loan (repaid on sale) 
or a repayment loan

The loan (equity or repayment) also has a cash flow impact, but it would be repaid through either a loan 
repayment plan or on sale of the property. Under this scenario (assuming similar criteria to the UK model), 
SoG may be exposed to any fall in the price of the property.

Key focus areas

(b)  Affordability for FTBs (continued)

 Enables FTBs to enter the owner 
occupied market;

 Increased transaction volumes 
which addresses allocation issue 
(throughout the whole market);

 Can encourage new development 
of appropriate properties for the 
island.

 May be inflationary if not 
implemented with related supply 
policy;

 Banks unlikely to support;

 Government have to create an 
infrastructure to operate the 
scheme;

 Time lag significant;

 Will have a cashflow impact for 
government

 Difficult to ensure help is directed 
to those who need it most and 
not those who could otherwise 
access the market;

 Reduced impact where 95% LTV 
operators exist within the market.

 SoG is likely to rank lower than 
banks on any default

 May increase supply of new 
lower quartile homes;

 May be inflationary.

i. Help to buy schemes (continued)

Case study

Jersey Deposit Loan Scheme (Jul 2013) — pilot
Introduced when the Jersey market was 
experiencing declining transaction volumes and a lack 
of confidence
Scheme:
Low interest loan towards purchasing a propriety 
where the:
 Buyer commits 5%, SoJ end up to 15% (as an 

interest free deposit);
 Mortgage remainder is financed by Skipton;

 Repayment must be made over 20 years on a 
monthly basis.

Impact:
 £2.5 million were granted in loans before it 

closed in 2014;
 51 properties were purchased;
 Buyers indirectly incentivised to stay in the 

property for minimum 20 years to avoid paying 
interest on loan if the property is sold;

 Jersey market has shown stable growth and rise 
in transactions since the scheme was initiated.

Part 2
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HTB Loan scheme

2) Loan: SoG loans the saver the additional funds they need to make a deposit through an equity or 
traditional loan. For example saver C needs £20,000 for a deposit but has only saved £10,000. SoG 
would loan saver C the additional £10,000. This could be either through an equity loan (repaid on sale) 
or a repayment loan.

The loan (equity or repayment) also has a cash flow impact, but it would be repaid through either a loan 
repayment plan or on sale of the property. Under this scenario (assuming similar criteria to the UK model), 
SoG may be exposed to any fall in the price of the property.

Key focus areas

(b)  Affordability for FTBs (continued)

 Enables FTBs to enter the owner 
occupied market;

 Increased transaction volumes 
which addresses allocation issue 
(throughout the whole market);

 Can encourage new development 
of appropriate properties for the 
island.

 May be inflationary if not 
implemented with related supply 
policy;

 Banks unlikely to support;

 Government have to create an 
infrastructure to operate the 
scheme;

 Will have a cash flow impact for 
government;

 Difficult to ensure help is directed 
to those who need it most and 
not those who could otherwise 
access the market;

 Reduced impact where 95% LTV 
operators exist within the market;

 SoG is likely to rank lower than 
banks on any default.

 May increase supply of new 
lower quartile homes;

 May be inflationary.

i. Help to buy schemes (continued)

Case study

Jersey Deposit Loan Scheme (Jul 2013) — pilot
Introduced when the Jersey market was 
experiencing declining transaction volumes and a lack 
of confidence
Scheme:
Low interest loan towards purchasing a propriety 
where the:
 Buyer commits 5%, SoJ lend up to 15% (as an 

interest free deposit);
 Mortgage remainder is financed by Skipton;

 Repayment must be made over 20 years on a 
monthly basis.

Impact:
 £2.5 million were granted in loans before it 

closed in 2014;
 51 properties were purchased;
 Buyers indirectly incentivised to stay in the 

property for minimum 20 years to avoid paying 
interest on loan if the property is sold;

 Jersey market has shown stable growth and rise 
in transactions since the scheme was initiated.

Part 2
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Key focus areas

 Enables FTBs to enter the owner 
occupied market;

 Increased transaction volumes 
which addresses the allocation 
issue (throughout the whole 
market);

 Can encourage new development 
of appropriate properties for the 
island;

 Limited infrastructure required for 
government;

 Allows government to cover a 
wider population of FTBs with 
limited financial impact.

 May be inflationary if not 
implemented with related supply 
policy;

 Banks unlikely to support (and 
would have to operate the 
scheme);

 Difficult to ensure help is directed 
to those who need it most and 
not those who could otherwise 
access the market;

 Reduced impact where 95% LTV 
operators exist within the market;

 SoG is likely to rank lower than 
banks on any default.

 May increase supply of new 
lower quartile homes;

 May be inflationary.

i.  Help to buy schemes (continued)

(b)  Affordability for FTBs (continued)

HTB Guarantee scheme

3) Guarantee: SoG would guarantee part of an initial deposit, but it would be loaned by a bank. For 
example, saver B needs £20,000 for a deposit but has only saved £10,000. The bank would loan saver 
B the additional £10,000 and the Government would guarantee it.

The guarantee scheme has no definite cash flow impact, hence it is likely to be the most politically 
acceptable. Under this scenario, SoG would face a contingent liability for the total of the amounts 
guaranteed (likely to be 5% of the value of the home per applicant). An advantage to this scheme is that it 
would be effectively run by the participating banks, reducing time and cost within SoG.

Case study

UK Help to Buy Mortgage Guarantee
Introduced in the UK market alongside a variety of 
other Help to Buy options.
Scheme:
Specifically designed for those who can afford 
mortgage repayments but are struggling to raise a 
deposit. 
— Buyer commits 5% deposit;
— Government guarantees up to 15% to enable 

effective LTV of 95% for buyer;
— Liability on the guarantee lasts for seven years if 

buyer defaults.
Impact:
 Scheme closed in December 2016 as a number 

of lenders were offering 95% LTV products;
 100,000 households took up the scheme;
 Only two defaults to September 2016 costing 

£17,000 to UK government;
 Claimed by many to be inflationary.

Part 2
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Key focus areas

(b)  Affordability for FTBs (continued)
i.  Help to buy schemes (continued)

Evaluation of HTB schemes

A HTB scheme has 3 core purposes: 

— Assisting current FTBs enter the market (for example, by helping reduce their deposit requirement to 
5%)

— Helping to stimulate transactions through the whole market

— Stimulating housebuilding by encouraging developers to build more homes

Within the UK market, the schemes were introduced in conjunction with a series of other measures at a 
time where the supply of higher LTV mortgages (above 75%) had reduced following the global financial 
crisis. 

Isolating the impact of HTB within locations where it has been introduced is challenging and results 
should be treated with caution. The chart below shows the annual percentage change in house prices 
since the introduction of the first HTB schemes within the UK. Average house price growth has been 
above 5% per annum between the end of 2013 and 2016 and affordability ratios have risen from 7 to 8 
times.

There has been much debate on how successful the HTB schemes have been in achieving their stated 
objectives, with different research papers drawing contrasting conclusions. The 2015 Shelter report 
‘How much help is Help to Buy?’ concluded that the HTB schemes had helped a small number of 
people to buy, at the expense of worsening the overall affordability crisis for everyone else. The 2015 
independent ‘Evaluation of the UK Help to Buy Equity Loan scheme’ concluded that the evidence that it 
led to a house price boom is weak, although 57% of those who signed up for the scheme said they 
could have afforded to buy without access to the scheme. Additionally, almost 20% of properties 
bought through the scheme were not by FTBs. There has been no independent evaluation of the Help to 
Buy savings scheme or Guarantee scheme within the UK. As at 30 September 2016, there has only 
been two defaults on the UK HTB Guarantee scheme against a total uptake of over 100,000 households, 
costing the UK government £17,000.

Part 2

Source: ONS
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Key focus areas

(b)  Affordability for FTBs (continued)
i.  Help to buy schemes (continued)

HTB within the Guernsey market

Whilst it is not possible to accurately model the expected impact on pricing from the introduction of an 
HTB scheme for Guernsey (due to uncertainty over the many factors which impact house prices), it is 
unlikely to improve affordability ratios for future FTBs. HTBs can act as a stimulant to demand and are 
likely to be inflationary if launched without an appropriate supply side policy.

High LTVs are a likely outcome of a HTB scheme and can increase the risk of negative equity for 
homeowners. In such circumstances the government will likely have the greatest credit risk as to the 
recovery of amounts it has funded (or be called on for its guarantees) on any HTB scheme.  

A key aspect of all of the Help to Buy schemes is that they will require acceptance and participation by 
lenders on the island. Given the current restricted supply of lenders within the Guernsey market, it may be 
unlikely that banks are willing to participate within any scheme.

There are concerns over how the schemes will eventually be withdrawn in the UK and the longer term 
impact this may have on the market. A variant of the equity loan scheme was used in Jersey to help 
stimulate the housing market when it was in decline and helped a small population of FTBs in 2013. The 
limited population size (51 households) mitigated the withdrawal risks facing the UK market. Since 2013, 
the Jersey Housing Market Activity Index has grown continuously demonstrating an increase in 
transaction volume. Guernsey has seen a 26% increase in transactions in Q1 2017 on 2016 and full year 
2016 saw a 18% increase in transactions on 2015. Thus any stimulation created by a HTB scheme is likely 
to be less pronounced than occurred in Jersey. 

Under current market conditions, we do not believe that a HTB scheme would produce long term benefits 
for Guernsey – caution should also be exercised with suggesting a HTB scheme as this might unsettle a 
housing market which has recently been seeing improved conditions through increased transaction 
volumes. 

Part 2
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Key focus areas

 Gives FTBs a route to enter the 
owner occupied market;

 Increased transaction volumes 
which addresses the allocation 
issue (throughout the whole 
market).

 FTBs must be encouraged to 
move onto private market within a 
time window to make the 
scheme effective;

 May create tension with current 
partial ownership scheme hence a 
secondary scheme is advised;

 Difficult to ensure help is directed 
to those who need it most and 
not those who could otherwise 
access the market.

 Unlikely to impact pricing 
significantly as aimed at 
households unable to access the 
private market due to the high 
transaction costs;

 Developing FTB PO units 
increases the supply of homes 
targeted at FTBs.

(b)  Affordability for FTBs (continued)
ii. GHA FTB PO scheme

The GHA currently offer a partial ownership scheme which enables those who cannot afford to access the 
private housing market an opportunity of owning up to 80% equity of a house, whilst paying discounted 
rent on the remaining equity share. Although the current scheme offers an excellent gateway for some 
households to own equity, we understand that staircasing is limited with over 80% of 172 Partial 
Ownership households owning 50% of their property or less as at 30 September 2016. In addition, there 
have only been 14 movers onto the private housing market over the life of the scheme. Feedback from 
our FTBs survey suggests that the scheme, in its current form, is not attractive to those who would like to 
use it as a stepping stone onto the private market.

One advantage of the PO scheme for acquirers is that it requires minimal upfront transaction costs. No 
Document duty is payable and currently acquirers can obtain a 100% mortgage on their equity share, thus 
not requiring a significant deposit. Based on our segmentation of the FTB market, a secondary PO scheme 
could be designed to help those who may be able to afford the ongoing costs of a mortgage but, with 
limited or no family support, will be unable to save the transaction costs and deposit required. 

Any scheme of this nature would need incentives built in to ensure staircasing and the potential for a FTB 
to own 100% of the property, thus enabling easier access to the private market. The scheme should be 
designed to encourage FTBs to move off the PO scheme within a specified time period, thus freeing up 
property for the next generation. The removal of discounted rent on the remaining equity share and/or the 
charging of Document duty after a certain period of ownership could be used to encourage this.

Provided the criteria successfully targets those who are unable to access the private market, there should 
be minimal impact on demand in the private market. The introduction of this secondary scheme will 
stimulate supply of appropriate properties.

Part 2
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Key focus areas

Adjustments to Document duty can be a useful tool in influencing behaviours for certain segments of the 
market. In the Guernsey market, relief could be given to FTBs to assist with total transaction costs.

On page 55, we highlight the higher Document duty costs and Bond fees facing FTBs in Guernsey relative 
to the UK and Jersey.

Removal of Document duty and bond fees for FTBs could save FTBs up to 20% of their required 
transaction costs and deposit, significantly reducing the time taken to accumulate the savings. 

For example, per our FTB survey, the average FTB property price was £385k, requiring average total 
transaction costs and deposit of £53k. Under this scenario, removing Document duty and bond fees could 
save a FTB up to £12k (23% of their required savings for transaction costs and deposit). 

The resulting increase in transactions throughout the market should compensate government for the initial 
loss in Document duty and bond fees. Focusing on Document duty and assuming that 25% of 
transactions are at the FTB level, the table below demonstrates that it would only require a 9% increase in 
total market transaction volume (excluding FTB transactions) to compensate for the relief given to FTBs. 
The methodology and assumptions are shown in Appendix IV.

(b)  Affordability for FTBs (continued)
iii. Changes to Document duty and Bond fees for FTBs

2014 2015

Total Market Transactions (A) 594 539 

Total market Document duty (B) 13,099,000 12,260,000 

Average Document duty excluding FTBs (F = (B-E)/(A-C)) 26,270 27,194 

FTB total market transactions (25%) (C = A*25%) 149 135 

Average FTB Document duty  (D) 9,400 9,400 

Total FTB Document duty (E = C*D) 1,395,900 1,266,650 

Transaction increase required  (G = E/F) 53 47 

Percentage increase in transactions required (H = (G/A)*100) 9% 9%

Note: The table above assumes FTBs acquire on average a £385,000 house (Document duty of £9,400), whilst assuming 25% of all market transactions relate to FTBs. 

We were then able to calculate the average Document duty of the market excluding FTBs. This allowed us to assess the required market movement to compensate 
SoG for the elimination or reduction of Document duty for FTBs

Part 2
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Key focus areas

 Influence demand in certain areas 
of the market, notably for FTBs;

 Increase transaction volumes;

 Addresses allocation issues;

 Flexible and relatively simple to 
adjust. 

 Impact can be limited if only 
minor changes are made;

 Recently amended hence there 
may be resistance to further 
changes;

 Could be open to abuse if not 
managed effectively.

 Unlikely to have significant impact 
on pricing;

 An increase in transaction 
volumes is likely to lead to 
increased confidence in the 
developer market and thus 
increased supply.

iii.  Changes to Document duty and Bond fees for FTBs (continued)

(b)  Affordability for FTBs (continued)

Removal of Document duty and bond fees is likely to increase demand from FTBs and transaction 
volumes through the market. The increased demand is likely to lead to inflationary pressure, although we 
would expect this to be less pronounced than through a HTB scheme as the relief given to buyers is at a 
maximum of 2.75% (as opposed to a typical injection of 5% capital through guarantee or lending on a HTB 
mechanism). Restricting the relief to FTBs will enable them to have a competitive advantage over potential 
buy-to-let investors. This will require the introduction of a registration process, similar to Jersey, which will 
enable SoG to determine eligible FTBs.

A more permanent adjustment to reduce Document duty (i.e. commitment for 5 years) may also 
encourage developers to focus on these tenures and increase supply, thus limiting any potential 
inflationary impacts.

Document duty change is likely to be a blunt tool unless other market factors are functioning appropriately. 
For example, the 2013/4 temporary decrease on the proportion of property values less than £250,000 (to 
1%) and between £250,000 to £400,000 (to 2%) had minimal impact as the market was facing a decline in 
credit availability and confidence at this time. To be able to influence the market effectively, a more 
pronounced adjustment may be required.

Part 2
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Key focus areas

(b)  Affordability for FTBs (continued)

iv. Encourage FTB housing

Macroeconomic factors and the competition for land have all contributed to a supply for higher end 
apartments, larger and higher specification than typical lower quartile housing. 

Average new build 
sales price 2015 - Q1 

2017 (realty only)

Apartment £401,532

Bungalow £517,278

House £410,563

Total new build sales 
market

£439,075

The analysis below shows newly built homes sold 
since Q1 2015. The average price of new builds 
was £439k and the average price of apartments 
totalled £402k. Sales of properties under £250k 
only contributed 4 of the total 63 sales (6%). 
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Key focus areas

Starter Homes Initiative 

The initiative was announced in the UK in 2014 with the intention of encouraging an increased supply of 
Starter Homes by exempting house builders from certain planning costs and levies. The core benefits of 
the Starter Homes initiative include encouraging the development of suitable properties for FTBs and 
enabling certain FTBs to access the owner occupied market at a discounted price.  

The intention of the initiative is for new homes to be made available at a discount, for example, at 80% of 
the market price. These homes would then have to be sold on at a future date also at 80% of the market 
price at that time. For example, if a home has a market value of £240,000 then under the initiative this 
home would be purchased at 80% of this value (£192,000). If, five years later, the home-owners wish to 
sell, and the market price of the home is still £240,000, then the home can be sold for 80% of market 
value (£192,000). If the market value were to increase to £300k, then the home can be sold for £240k. If 
the market value were to fall to £180k, the home can be sold for £144k. 

Although the initiative can be a solution for helping FTBs access the market, a key challenge is whether 
FTBs would subsequently be able to make the financial jump to the private market. 

The scheme has been discussed in the UK, however there is insufficient evidence to determine the 
impact for Guernsey. 

Zoning or conditions on land

Within the Guernsey market, specific zoning or conditions could be used to achieve the same benefits 
targeted by the UK Starter Homes Initiative. A Guernsey initiative could be delivered by the private market 
and could assist some FTBs who do not qualify for the partial ownership scheme (or secondary PO 
scheme). 

Case study

Jersey Home Buy Programme (Sep 2008)
Scheme:
Qualifying FTBs can purchase properties for 65% of 
their market value. If the FTB sells the property to 
another FTB they will charge the full market price but 
retain only 65% of the proceeds whilst giving back 
the 35% to SoJ. Qualifying FTBs must have a gross 
family income of between £20,000 to £60,000 per 

annum.
Impact:
 The scheme was planned for 65 homes but only 

46 homes went ahead.
 There were several legal oversights in the 

programme which left it open to criticism.
 Limited movers off the scheme to the private 

market.

(b)  Affordability for FTBs (continued)
iv.  Encourage FTB housing (continued)
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Key focus areas

(b)  Affordability for FTBs (continued)
iv.  Encourage FTB housing (continued)

Planning conditions or zoning restrictions can encourage the development of FTB property. This would 
require a FTB waiting list and clearly defined criteria to ensure it benefits those who need it most. Key 
criteria that may be considered include:

— Household income cap

— Age restrictions

— Minimum mortgage requirements (for example the UK scheme requires a minimum 25% mortgage)

— Restrictions on letting

— Quality standards for house builders

— Initial unit pricing

— Scheme time period

— Resale conditions

It is important the units can be resold to FTBs to benefit future generations, whilst assisting the initial 
purchasers in getting onto the full market. In a 20 year scheme, a tapering mechanism could be used to 
unwind the discount over the period. For example, if the initial FTB acquires at a 20% discount, they could 
be offered the option to sell the property at a 15% discount to market value within a defined time period 
(i.e between 3 and 7 years). This will help encourage initial purchasers to move onto the private market 
whilst still keeping a discounted property available for a new FTB.  

It is extremely difficult to predict the exact number of additional units that may be required in the lower 
end FTB segment. It should be noted that there are developments of significant size with active planning 
permission that may provide appropriate units of this type; the likelihood of these projects reaching 
completion should be monitored.

 Helps FTBs onto the market;

 Supports an area of the market 
which is lacking in new builds;

 May promote development and 
construction industries.

 Unlikely to be delivered without 
zoning or conditions on land;

 May be attractive to investors 
who compete with FTBs if not 
specifically controlled.

 Likely to reduce lower quartile 
pricing;

 Increases availability for FTBs.
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Key focus areas

(b)  Affordability for FTBs (continued)

v.  Summary of recommendations

Assistance provided to FTBs is likely to stimulate transaction volumes, benefiting all homeowners. It is 
important to balance demand side measures with supply side measures in order to limit any inflationary 
impacts.

Proposed measures to assist FTBs

There are a number of measures which could be used to help FTBs. 

GHA FTB PO scheme

There is a segment of FTBs who could afford the ongoing costs of a mortgage, but have no financial 
support from family and will be unable to save the transaction costs and deposit required.  A secondary 
GHA PO scheme focused on FTBs and designed to incentivise stair-casing to 100% over a defined period, 
might help this segment. Provided the criteria successfully targets those who are unable to access the 
private market, there should be minimal initial impact on demand in the private market. If the scheme 
operates successfully, it may stimulate demand for the private market in the future as those who were 
previously unable to enter the private market can now transfer from a GHA property. 

We recommend:

— Work with the GHA to design criteria for a secondary GHA scheme which allows staircasing to 100% 
and incentivises FTBs to move onto the private market within a defined period

Changes to Document duty and Bond fees

Mortgage interest relief already assists all homeowners with mortgages, although it is rarely factored into 
affordability calculations by the lenders. As noted earlier in this report, SoG is phasing out mortgage 
interest relief by 2025. 

A flexible measure to stimulate the FTB market might be to remove Document duty for that group.  This 
may be undertaken temporarily to immediately bolster demand, but performed over a longer stated period 
may stimulate the supply side of FTB properties by developers. In contrast to some HTB schemes there is 
no ongoing commitment of government capital, it is likely easier to administer and is not dependent upon 
support from the banking sector. Given FTBs will have to fund a full deposit, there is less risk of negative 
equity should house prices fall. 

We recommend

— Consider removal of Document duty (and bond fees) for FTBs

— Consider setting maximum thresholds for relief

— Consider the timeframe that the relief will remain in place  

— Design a registration process to determine eligible FTBs

.
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Key focus areas

(b)  Affordability for FTBs (continued)
v.  Summary of recommendations (continued)

Encourage FTB Housing

Encouraging FTB developments is only likely to be feasible if action is taken through the planning system 
and land is either zoned or approved with relevant conditions. Such developments are also likely to help 
improve lower quartile affordability. 

We recommend:

— Define criteria for the scheme including eligibility, price conditions and mechanisms for owners to sell 
their property on

— Identify areas of land suitable for FTB housing and apply relevant planning conditions

— Test run on a limited scale (e.g 15 units initially)

Provision of impartial advice to FTBs

Provision of impartial advice should help FTBs better understand the buying process in Guernsey and help 
them plan better for the required savings.  This might include information on the available lenders, 
mortgage brokers, the costs associated with a property purchase, the GHA scheme and the buying 
process itself. Information is currently provided by market participants but feedback from FTBs suggests 
more independent advice could be provided to give a complete picture, particularly during the early stages 
of the process and prior to engagement with advisors.

We recommend

— Produce literature for FTBs to explain the property buying process and options

— Consider holding a FTB property event to help educate FTBs and promote the schemes available under 
GHA

.
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Summary of issue and implications for the local market

A key driver of demand for houses of different sizes and tenures are the demographic changes Guernsey 
has experienced. As shown on page 50, our population has a higher proportion of over 65s than both the 
UK and Jersey. This is further supported by the demographic projections up to 2021 which show a 
significant increase in the number of over 65s by 2021. 

It has been estimated by a 2011 Housing LIN report that 17% of over 60s in the U.S live in dedicated 
retirement housing. In Australia and New Zealand, the estimate is 13%. A Knight Frank UK retirement 
survey for over 55s in 2014 suggested that a quarter of respondents would look to move into some form 
of retirement housing in the future (including retirement villages, extra care and assisted living, sheltered 
retirement and over 55 developments, but excluding care homes). We are not aware of any similar recent 
surveys that have been undertaken in Guernsey, or any detailed waiting lists that are maintained for over 
55s who require more dedicated types of housing. We have defined over 55s dedicated housing to include 
private rented 55+, private owner occupied 55+, private rented specialised care 55+ and affordable rented 
55+.

Key focus areas

c)  Provision of elderly tenures 
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Figure 5: Age Distribution in Guernsey (2014 versus 2021)

2014 2021
Source: States of Guernsey Data.
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As the population ages, so the composition of housing stock required will also need to incorporate more 
specialised needs for this demographic. There will likely be an increase in demand for smaller, more 
manageable units, and units offering support.

Key focus areas

c)  Provision of elderly tenures (continued)

The table shows 445 people living in over 55s dedicated housing in Guernsey in 2016. There is also likely 
to be a number of over 55s living in Sheltered accommodation and Affordable extra care.

There were 20,128 over 55s living in Guernsey as at March 2016. Approximately 2% of over 55s are living 
in over 55s dedicated housing (3% if Sheltered and Affordable extra care are included in total) which 
appears low in comparison to the benchmarks noted previously.

Cultural differences mean that any Guernsey survey is likely to yield different results, hence demand for 
these tenures in Guernsey needs to be assessed via an application system and waiting lists need to be 
established to accurately assess the level of demand for each type of supported tenure.

Source: States of Guernsey Data.

Note: Sheltered and Affordable extra care are likely to include over 55 residents but are not restricted to this age bracket

Residents living in over 55s dedicated housing

Housing type Residents

Private rented 55+ 351

Private owner occupied 55+ 16

Private rented specialised extra care 55+ 46

Private owner occupied specialised extra care 55+ 4

Affordable rented 55+ 28

Total dedicated 55+ 445

Affordable extra care 109

Private sheltered 28

Affordable sheltered 57

Total sheltered and Affordable extra care 194

Total 639
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Distribution of owner-occupied properties with two or more spare bedroom by average occupant age

We have analysed above households with at least two bedrooms more than the number of occupants to 
understand the level of underoccupancy at different age ranges.

We estimate that 2,500 owner occupied properties have 2 or more spare bedrooms (17% of total owner 
occupied stock). Of these, 69% are occupied by over 55s and 52% are occupied by over 65s.

Without sufficient choice of over 55s dedicated housing tenures, individuals in the 55-80 age bracket may 
end up living in accommodation that is unsuitable for their needs. They may continue to live in larger 
properties which become difficult and expensive to maintain, restricting the availability of homes for 
growing families. Additionally, studies in the UK such as ‘The Value of Sheltered Housing’ commissioned 
by the National Housing Federation have suggested there are benefits to individuals from the elderly living 
in sheltered housing accommodation including less time spent in hospital, lower housing costs (such as 
energy and maintenance bills), reduced loneliness and greater independence. Benefits to government can 
include reduced expenditure on health and social care. 

As over 55s downsize they ‘free up’ larger homes that may be in demand to assist with the allocation and 
overcrowding issues highlighted previously. 

Key focus areas

c)  Provision of elderly tenures (continued)

Source: States of Guernsey Data.
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Summary of recommendations and expected impact on the local market

To incentivise over 55s who feel more dedicated housing is more appropriate but feel the barriers to 
moving home are too great, there are a number of options available to encourage movement. For 
example, Document duty could be reduced for those moving into a more dedicated tenure or assistance 
could be provided with physically moving property (for example by subsidising or facilitating removal). 

We recommend:

— Construct an accurate waiting list for over 55s dedicated housing tenures to influence development

— Ongoing dialogue with developers to understand the challenges they face

— Support over 55s dedicated housing tenures through the planning process

— Consider assistance to those wishing to move into more dedicated units. This might include providing 
Document duty reliefs and assisting with physically moving property

We have estimated the housing stock that may be released from building an over 55s dedicated housing 
development as shown in the following table.

This shows that building a 20 unit over 55s dedicated housing development targeted at current home 
owner over the age of 55 could release 9 three bed properties, 8 four bed properties and 3 five bed 
property into the market, i.e a 20 unit development (totalling 20 bedrooms) can release housing stock 
totalling 74 bedrooms into the wider market. 

The methodology used to perform this analysis is outlined in appendix V.

Key focus areas

c)  Provision of elderly tenures (continued)

Release of wider housing stock through an over 55s dedicated housing development

Part 2

Source: SoG data, KPMG Analysis.

Note: The above analysis is based on underutilised households (ie those where the number of bedrooms in property exceeds the number of occupants by at least two

Bedrooms → 3 4 5 6 Total

20 unit development

Units released 9 8 3 0 20

Bedrooms released 27 32 15 0 74

40 unit development

Units released 18 16 5 1 40

Bedrooms released 54 64 25 6 149
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Key focus areas

c)  Provision of elderly tenures (continued)

 Ensures elderly individuals have 
access to appropriate housing 
solutions;

 Prevents oversupply of specific 
types of homes;

 Helps free up existing properties;

 May promote development and 
construction industries;

 Can ensure older people have 
access to the appropriate level of 
care and support;

 Private sector provision may lead 
to less reliance on the States to 
provide subsidised care.

 May be relatively costly to maintain 
application systems, waiting lists, 
and housing targets. However this 
will be offset by increased revenue 
from higher transaction volumes.

 Likely to increase supply of larger 
properties in the owner occupied 
market;

 Unlikely to have a significant 
impact on pricing.
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Key focus areas

124

84 86 88
78

0

20

40

60

80

100

120

140

2012 2013 2014 2015 2016

Key worker units rented from private landlords 

Units

d) Provision of key worker housing

Summary of issue and implications for the local market

As we have shown on page 65 the affordability of housing is difficult for lower income groups – this may 
impact the ability for SoG to recruit and retain key workers, such as teachers and nurses. 

Currently there are 252 units offered at reduced rents to key workers in Guernsey. Of these, 157 are 
owned by the SoG, 19 are leased from the GHA, and 76 are leased from private landlords (this has fallen 
over the past 5 years as can be seen in the chart below). We understand that private rental properties are 
leased by SoG at full market rent and sublet to key workers at a discount of up to 30% through a SoG 
subsidy. In addition, there are key workers who receive rent allowance in the private sector. 

Part 2

Source: SoG data, KPMG Analysis.

Provision of key worker housing through these means may provide flexibility if not necessarily the most 
cost effective way of delivery.  We understand that the GHA is hoping to build 22 key worker units, 
however, based on the current number of units leased from private landlords, this might seem insufficient.

To reduce the cost of delivering key worker housing, SoG might consider building additional dedicated key 
worker accommodation – likely beneficial in attracting new recruits alongside improving affordability for 
SoG. As we have noted the typical developer margin for the private sector is approximately 20% in 
Guernsey. SoG sponsoring the development of dedicated key worker accommodation directly by 
foregoing some of the developer margin should allow savings to be passed on to key workers through 
discounted rentals. Land currently owned by SoG, could also be released at a discount to market value.

An alternative which would not need direct public funding is to provide a long term guarantee of 
occupancy and rental rates to the private sector to develop dedicated key worker housing units on its 
behalf.  The reduction in risk may reduce developer margins as well as attract lower cost institutional 
finance. This reduction in yield should help underpin demand, ensuring that the likelihood of the guarantee 
being called is reduced.
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Key focus areas

d)  Provision of key worker housing (continued)

 Targets housing where there is an 
accentuated affordability issue;

 Lower cost method of supplying 
key worker housing;

 Added benefits in attracting 
employees;

 Ability to expand outside of key 
worker to wider employer 
sponsored housing;

 Guarantees create the discount 
and do not require funding;

 Guarantee unlikely to be called 
given the discount and ability to 
offer to wider market;

 Ability to use for new build or 
existing stock.

 Need to ensure stock is 
appropriate for the demand from 
staff;

 Market needs educating on the 
model;

 Would need a mechanism to 
administer to prevent system 
abuse.

 Improves affordability for 
essential workers required by the 
island;

 Unlikely to significantly impact 
pricing in the owner occupied 
market.

Summary of recommendations and expected impact on the local market

A separate analysis will need to be performed by SoG to 

— Assess the current cost of support given to key workers for accommodation 
— More tightly define who comprises key workers in Guernsey – there is a general understanding within 

SoG that it principally covers teachers and nurses but this needs codifying
— Assess future needs for key worker accommodation in Guernsey and reconcile this to GHA intentions 

for development 
— If desirable, liaise with the private sector to better understand their appetite for developing dedicated key 

worker accommodation

Part 2
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Summary of issue and implications for the local market

Sustainability of government support is a key aspect of both housing policy and fiscal approach. Detailed 
analysis of the current, and potential future, costs of policy approaches should be undertaken in order to 
assess whether a policy approach is consistent with the long term strategic objectives of Housing and 
SoG more generally.

With ageing demographics, the composition of Guernsey’s population is changing and with it are the types 
of homes required. In addition, the increases in cost of both rental and owner occupied tenures over the 
last 30 years may have reduced the capacity of individuals to save for retirement. Understanding the likely 
cost to the public purse as a result of the ongoing changes in the market is central to policy approach.

We are not aware of any comprehensive analysis currently performed to estimate the total cost of 
government intervention to the housing market. Current analysis does not integrate all of the current and 
estimated future costs of policy decisions. These costs include, but may not be limited to: 

— grants to the GHA (both financial grants and gifts of land)

— maintenance and administration of Housing rental properties 

— maintenance and administration of properties operated by other States committees 

— mortgage interest relief

— the rent rebate scheme offered to tenants of Affordable housing properties 

— the costs of supporting individuals on the Affordable housing waiting lists and in the private market, and 
other costs associated with housing (strategy and administration, for example)

— potential future indirect costs related to, for example, private individuals who may not be able to save 
for retirement due to the high cost of rental and who may require support via the benefit system in 
retirement

These costs must be considered in light of the potential revenues arising from rental income, income to 
SoG on loans made to the GHA, Document duty fees and housing licence fees.

The composition of Guernsey’s population will change over the coming decades, with older individuals 
retiring out of the workforce and requiring more specialised housing. This may lead to falls in tax revenues 
against increases in government expenditure on housing. There is a risk of greater pressure on the 
dependency ratio. In order to accurately assess the impact of any policy intervention on the market and 
the sustainability of its impact on public finances, a detailed analysis and estimate of future cost should be 
undertaken. 

Key focus areas

e) Government support to the housing market

Part 2
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Recommendations and expected impact

We recommend:

— Compile a complete list of areas of government intervention related to the housing market (both 
revenue and expenditure aspects)

— Calculate the current financial impact of this intervention 

— Estimate the future financial impact of government support when considering existing and future policy 
options

Key focus areas

e) Government support to the housing market (continued)

Part 2

 Better policy decision making;

 Improved fiscal prudence.

 Costs associated with data 
collection, modelling and 
maintenance (although this may 
‘pay for itself’ by avoiding policy 
approaches that lead to short 
term gains, but long term losses;

 Difficult to accurately predict 
future outcomes.
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Summary of issue and implications for the local market

Range of KPIs

SoG collects extensive data on the housing market used to guide policy decisions, however this may not 
cover a broad enough range of data points. We have highlighted additional areas within this report that 
may require additional focus going forward.

Timely data

Whilst the demand side of the market can move rapidly in response to a variety of macroeconomic and 
demographic factors there are constraints, particularly on the supply side, that may lead to a time lag in  
policy responses. For example previous housing targets, produced every five years have been used to 
compute additional homes needed each year. This can mean that a housing target based on 2011 data 
would be used to drive planning decisions in 2015. 

Summary of recommendations and expected impact

Range of KPIs

We have identified the following additional KPIs and data points that should be monitored:

- new builds by bedroom – data on how many private market homes have been added / removed will be 
required in order to monitor housing targets

- credit markets – data on concentration and total volume in the lending market, both in terms of new 
mortgages and the size of existing lending books, will better equip SoG to address risks present in the 
credit market

- land ownership - data on the distribution of land ownership and transactions will enable SoG to 
accurately monitor the price of land in Guernsey, and identify any incidences of land banking. This could 
be performed through a land registry

- Waiting lists for over 55s dedicated housing 

- The net change in population from local market licences following the introduction of the Population 
Management (Guernsey) Law, 2016

- Individuals in private housing who receive a housing specific benefit to identify whether they should be 
included on Affordable housing waiting lists and reflected in housing targets

In addition to those highlighted above, SoG should work with key stakeholders to identify any further data 
analysis that could be published to facilitate better decision making in the development and credit 
markets.

Key focus areas

f) Ongoing monitoring of housing targets and KPIs
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Timely data

The key inputs used to inform the housing targets model should be considered with the housing targets 
and compared against the supply of additional units of different tenures to identify any likely gaps – a more 
timely and accurate understanding of this should help inform policy makers to flex their response.  The 
output from this should be shared wherever practicable with wider stakeholders to ensure a coordinated 
response between public and private sectors. 

Of the key inputs net migration, the Affordable housing waiting lists, and building completion rates should 
be monitored more closely and regularly given that they may change more quickly than natural population 
change (determined by birth and death rates) and demographic behaviour (how people organise 
themselves into homes). 

Key focus areas

f) Ongoing monitoring of housing targets and KPIs (continued)

We recommend:

— Collect and, where appropriate, publish additional KPI data

— Consider the key inputs used to inform the housing targets model with the housing targets and 
compare against the supply of additional units of different tenures to identify any likely gaps

 Better policy decision making;

 Better private sector decision 
making;

 Partial mitigation of risks 
associated with policy.

 Costs associated with data 
collection and dissemination.

Part 2
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Appendices



© 2017 KPMG Channel Islands Limited, a Jersey company and a member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

96 | Guernsey housing market review

Glossary
Appendix I

£ Pound Sterling

2004 Parr Report A report on improving the quality and affordability of private rental accommodation in Guernsey

Affordability Ratio
A measure of the population’s ability to purchase a house indexed to the population's income. 
The affordability ratio is calculated by dividing house prices by annual earnings

Affordable housing
Accommodation provided by the States of Guernsey and the Guernsey Housing Association, 
where the allocation criteria are based primarily on household incomes or specific housing 
needs. In includes social rented and partially owned units.

Affordable housing 
demand

Demand for Affordable housing is comprised of those households living in Affordable housing 
and those on waiting lists for Affordable housing

AGB Association of Guernsey Banks

c Circa

e Estimate

E&I Committee for the Environment and Infrastructure

ESS Committee for Employment and Social Security

FTB First Time Buyers

G4
A collective of Guernsey business groups: (The Chamber of Commerce, Confederation of 
Guernsey Industry, Institute of Directors and Guernsey International Business Association)

GBTEA Guernsey Building Trades Employers Association

GDP Gross Domestic Product

GFSC Guernsey Financial Services Commission

GHA Guernsey Housing Association
Government The States of Guernsey

GPRLA Guernsey Private Residential Landlords Association

Housing Needs Survey
Surveys commissioned by SoG and conducted by ORS every 5 years to examine the current 
and future housing requirements and needs in Guernsey to inform future housing policies.

HTB Help to Buy

IDP Island Development Plan

ISA Individual saving account

k Thousands

Key Workers An employee who provides a vital service to the island

KPI Key performance indicator

LTV Loan to value

m Million

m2 Square meters

MMR
The Financial Conduct Authority’s Mortgage market review which came into force in April 2014 
impacting UK mortgage lenders

OO Owner occupied

ORS Opinion Research Services

PO Partial ownership – a tenure designed to make home ownership more affordable to local first 
time buyers who would otherwise be unable to purchase their own home. Under the current 
scheme managed by the GHA purchasers buy a percentage of the property, between 40% and 
80% of the home. The remainder of the value (equity), of the home is held by the GHA on 
which discounted rent is charged

Q Quarter
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Glossary (continued)
Rental Index An index based on the change in the average rental cost of properties by number of bedrooms, 

weighted by the distribution of housing stock in Guernsey
RPI Retail price index
SoG The States of Guernsey

SoJ The States of Jersey

Supported housing Within this report, the term “supported housing” has been used to covered sheltered and extra 
care accommodation provided by the States, the Guernsey Housing Association, and other 
housing associations, where the allocation criteria are based primarily on care needs. It includes 
social rented, partially owned, private rented and owner occupied units. However, the term 
“supported housing” is no longer used as a separate housing classification by the States of 
Guernsey. The term “sheltered housing” has replaced “supported housing”. When reporting 
statistics on housing stock tenures in the future any units providing sheltered housing will be 
classified by its specific tenure i.e. affordable housing, private rental or private ownership. All 
extra care units will be classified as affordable housing. This is in line with the definition set out 
in Guernsey’s Land Planning and Development (Planning Covenants) Ordinance 2011

Transaction costs All direct costs of buying a home (excluding deposit)
UK United Kingdom
UK DCLG Department for Communities and Local Government in the UK

Appendix I
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Transaction costs

Expected Transaction costs for acquiring property at different prices across Guernsey, Jersey and 
the UK

We have collated the transaction costs needed to buy a house in Guernsey, Jersey and the UK  for 
house values of £250,000, £300,000, £500,000 and £800,000. 

Appendix II

* a first-time buyer in Jersey, buying a property under £450,000, will pay a reduced amount of stamp duty, as well as also pay a reduced amount of land transaction tax if they were 
buying a share transfer property. Verification is made through the public registry 

Guernsey
Jersey - First 
Time Buyer*

Jersey UK

House Value (A) £250,000 £250,000 £250,000 £250,000
Document duty £5,000

Greffe/Land Registry fees £240 £140

Legal fees £1,000 £1,000 £1,000 £925

Bond fee £1,688

Valuation Fee £1,000 £1,000 £1,000 £1,000

Local Search / Enquiry Fee £330 £330

Housing Consent/Immunity Certificate £70 £70 £70

Stamp Duty £1,305 £3,805 £2,500

Electronic Transfer Fee £48

Total Cost of Transaction Fees (B) £8,998 £3,705 £6,205 £4,613

Transaction Costs as a % of House Value (B/A) 3.60% 1.48% 2.48% 1.85%

Guernsey
Jersey - First 
Time Buyer*

Jersey UK

House Value (A) £300,000 £300,000 £300,000 £300,000
Document duty £6,625
Greffe/Land Registry fees £240 £140
Legal fees £1,200 £1,200 £1,200 £1,225
Bond fee £2,025
Valuation Fee £1,000 £1,000 £1,000 £1,000
Local Search / Enquiry Fee £330 £330
Housing Consent/Immunity Certificate £70 £70 £70
Stamp Duty £1,530 £5,530 £5,000
Electronic Transfer Fee £48
Total Cost of Transaction Fees (B) £11,160 £4,130 £8,130 £7,412

Transaction Costs as a % of House Value (B/A) 3.72% 1.38% 2.71% 2.47%
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Transaction costs 
(continued)

Appendix II

Guernsey Jersey UK

House Value (A) £500,000 £500,000 £500,000

Document duty £13,375

Greffe/Land Registry fees £240 £140

Legal fees £1,500 £1,500 £1,225

Bond fee £3,375

Valuation Fee £1,000 £1,000 £1,000

Local Search / Enquiry Fee £330

Housing Consent/Immunity Certificate £70 £70

Stamp Duty £10,430 £15,000

Electronic Transfer Fee £48

Total Cost of Transaction Fees (B) £19,560 £13,330 £17,412

Transaction Costs as a % of House Value (B/A) 3.91% 2.67% 3.48%

Guernsey Jersey UK

House Value (A) £800,000 £800,000 £800,000

Document duty £24,000

Greffe/Land Registry fees £240 £140

Legal fees £2,000 £2,000 £1,460

Bond fee £5,400

Valuation Fee £1,000 £1,000 £1,000

Local Search / Enquiry Fee £330

Housing Consent/Immunity Certificate £70 £70

Stamp Duty £19,780 £30,000

Electronic Transfer Fee £48

Total Cost of Transaction Fees (B) £32,710 £23,180 £32,648

Transaction Costs as a % of House Value (B/A) 4.09% 2.90% 4.08%
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Transaction costs – Key 
assumptions
Guernsey Document duty UK Stamp duty

Document duty
Rate

Property value 

2.00% up to £250,000

3.25% £250,001 to £400,000 

3.50% £400,001 to £750,000 

3.75% £750,001 to £1,000,000 

Stamp duty rate  Property Value 

0% up to £125,00

2% £125,001 - £250,000 

5% £251,000 - £925,00 

10% £925,001 - £1.5m 

12% Over £1.5m 

Please note that Document duty and Stamp duty Rate only applies only to that part of the property price 
that falls within each band.

Jersey Document duty

Jersey Document duty for FTBs and other buyers was calculated using the Benest & Syvret Stamp duty 
calculator at http://http://www.benestsyvret.com/your-home/jersey-stamp-and-mortgage-calculator.

Greffe Fees and Land Registry Fees

The Greffe Fee applicable in Guernsey is £240 across all house values. Land Registry Fee applicable in 
the UK is £140 across all house values.

Appendix II
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Transaction costs – Key 
assumptions (continued)

Legal fees £250,000 £300,000 £500,000 £800,000

Guernsey 0.40% 0.40% 0.30% 0.25%

Jersey first time buyer 0.40% 0.40% 0.30% 0.25%

Jersey 0.40% 0.40% 0.30% 0.25%

UK legal fees were calculated using the Which first time buyers guide at 
http://www.which.co.uk/money/mortgages-and-property/first-time-buyers/guides/buying-a-home/the-cost-
of-buying-a-house and were inflated £800,000 to give a representative value for the legal fee.

Bond fee

Bond fee is only applicable in Guernsey and is calculated at 0.75% of the bond value, assuming a 90%. 
LTV.

Valuation fee

We have assumed a homebuy report across all jurisdictions costs £1,000. 

Local search/enquiry fee

Local search/enquiry fee in Jersey and is £330 across all house values.

Housing consent/immunity certificate

Housing consent/immunity certificate applicable in Jersey and Guernsey is £70 across all house values.

Electronic Transfer Fee

Electronic transfer fee applicable in the UK is £48 across all house values.

Appendix II

Legal fees

http://www.which.co.uk/money/mortgages-and-property/first-time-buyers/guides/buying-a-home/the-cost-of-buying-a-house
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FTBs questionnaire results
Appendix III

We issued a survey targeted at individuals who are either looking to buy their first property (“Potential”) 
or recently purchased one privately in the past 3 years (“Successful”) to better understand some of the 
key challenges for FTBs. 

115 respondents completed the questionnaire split between 71 Potential and 44 Successful.

What is your current living 
situation? (Potential)

What was your living situation 
prior to purchasing your first 
property? (Successful)

Living with family 50% 63%

Living with friends 8% 5%

Living on my own 8% 2%

Living with spouse / partner 34% 26%

Living in social housing 0% 2%

Living in special accommodation (i.e. 
nursing accommodation) 0% 2%

Living situation

What is the price range of the 
property you are seeking to 
purchase? (Potential)

What was the purchase price of 
your property? (Successful)

Less than £200k 1% 0%

£201k - £300k 41% 21%

£301k - £400k 41% 34%

£401k - £500k 13% 33%

£501k + 4% 12%

Price range of properties
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FTBs questionnaire results 
(continued)

Appendix III

Time taken to save for transaction cost and deposits

How long do you expect it to take to save the 
amount required to pay the transaction costs 
and deposit? (Potential)

No waiting time (already have sufficient funds) 26%

Less than 2 years 3%

Two to three years 36%

3 - 5 years 19%

5+ years 16%

How long did it take for you to save the 
transaction costs and deposit for your first 
property? (Successful)

No waiting time (already had sufficient funds) 14%

less than 1 year 5%

2 years 2%

3 years 23%

3 - 5 years 26%

5 + years 30%
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FTBs questionnaire results 
(continued)

Will you be obtaining financial 
support? (Potential)

Did you receive financial 
support? (Successful)

Yes (repay) 16% 24%

Yes (additional security) 3% 10%

Yes (gift) 21% 40%

No financial support 60% 26%

Percentage of financial support received 

Appendix III

If you are expecting to receive 
financial support, how much do 
you expect to receive?
(Potential)

If you obtained financial 
support how much did you 
obtain? (Successful)

N/A 60% 26%

Up to £10k 6% 12%

£11k to £15k 11% 7%

£16k to £20k 7% 17%

£20k + 16% 38%

Amount of financial support received 
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FTBs questionnaire results 
(continued)

Appendix III

Please comment on whether you 
feel that there is enough suitable 
advice to first time buyers? 
(Potential) 

Please comment on whether you feel 
that there is enough suitable advice to 
first time buyers? (Successful) 

Positive 16% 29%

Neutral 26% 39%

Negative 58% 32%

Please comment on whether you 
received good advice during the 
process of purchasing your first 
property? (Successful)

Positive 78%

Neutral 11%

Negative 11%

Availability of advice for FTBs

If you are currently renting 
what proportion of your net 
income do you spend on rent?
(Potential)

If you have a mortgage what 
proportion of your household 
net income goes to paying it? 
(Successful)

11% to 15% 9% 2%

16% to 20% 7% 7%

21% to 25% 25% 11%

26% to 30% 16% 16%

31% to 35% 5% 7%

36% to 40% 11% 21%

41% to 45% 7% 16%

46% to 50% 9% 9%

51% and over 11% 11%

Percentage of income spent on rent or mortgage
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FTBs questionnaire results
Appendix III

No. Question

Q01 Are you currently looking to potentially purchase your first property?

Q02 Have you successfully purchased your first property within the last 3 years? 

Q03 Are you male or female?

Q04 Please select from the options below the one that best describes the sector in which you 
work

Q05 Are you a Guernsey local resident (either a qualified resident or licence holder)? 

Q06 How long have you lived in Guernsey?

Q07 How old are you?

Q08 Are you seeking to purchase a property with another person? 

Q09 What is your current living situation? 
— Living on my own
— Living with friends
— Living with family 
— Living in special accommodation (i.e. nursing accommodation)
— Living in social housing
— Living with spouse/partner

Q10 How long have you been actively seeking to buy a property? 

Q11 When do you believe you will be in the right financial position to be able to acquire a 
property?
— Less than 3 years
— 3 – 5 years
— 5+ years

Q12 What is the main reason why you wanted to own a home? 

Q13 Do you view the current housing stock in Guernsey as high quality? 

Q14 If no, please explain why. If yes, please put "N/a" in the answer box 

Q15 What is the price range of the property you are seeking to purchase? 

Survey questions for potential homeowners
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FTBs questionnaire results
Appendix III

Q16 Do you regard the ongoing affordability of a mortgage or the initial transaction cost (including 
deposit, legal fees and Document duty) to be the higher barrier to acquiring a property?

Q17 How much do you expect to pay for the total transaction costs (e.g. deposit, legal fees etc.)?
— Less than £10k
— £11k - £20k
— £21k - £30k
— £31k - £50k 
— £41K+

Q18 Will you obtain financial support?
— Yes (gift)
— Yes (repay)
— Yes (additional security)
— No financial support

Q19 If you are expecting to receive financial support, how much do you expect to receive? 

Q20 How long do you expect it to take to save the amount required to pay the transaction costs?
— No waiting time (already have sufficient funds)
— Less than 3 years
— 3 – 5 years
— 5+ years

Q21 Have you attempted to purchase a home in the past?  

Q22 If yes, what was the reason the purchase was not successful? If no, please put "N/a" in the 
answer box.

Q23 The Guernsey Housing Association operates a partial ownership scheme, have you 
considered applying for this scheme?

Q24 If yes, please explain why? If no, please explain why

Q25 What size of property are you seeking to purchase?
— 1 bed
— 2 bed
— 3 bed
— 4 bed
— 5 bed and over

Q26 How long do you expect to live in your first property?

Q27 How many properties do you expect to view before purchasing your first property?

Survey questions for potential homeowners
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FTBs questionnaire results
Appendix III

Q28 If you are currently renting what proportion of your net income do you spend on rent?
— Less than 10%
— 11% to 15%
— 16% to 20%
— 21% to 25%
— 26% to 30%
— 31% to 35%
— 36% to 40%
— 41% to 45%
— 46% to 50%
— 51% and over
— Not applicable

Q29 Please comment on whether you feel that there is enough suitable advice to first time 
buyers? 

Q30 A number of schemes have been introduced by governments in other jurisdictions to help 
first time buyers get onto the housing ladder. Below are descriptions of three such policies. 
Please indicate which, if any, you would consider / would have considered participating in 
when purchasing your first home (you can choose more than one answer). 
— Help to buy
— Starter homes initiative
— Shared ownership scheme

Q31 What are the barriers that you have to overcome to acquire your first property? 

Q32 Out of the barriers stated above, which do you consider to be the most prominent?

Survey questions for potential homeowners
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FTBs questionnaire results
Appendix III

No. Question

Q01 Are you currently looking to potentially purchase your first property? 

Q02 Have you successfully purchased your first property within the last 3 years?  

Q03 Are you male or female?  

Q04 Please select from the options below the one that best describes the sector in which you 
work

Q05 Are you a Guernsey local resident? 

Q06 How long have you lived in Guernsey?  

Q07 How old are you?  

Q08 Did you purchase your first home with a spouse / partner?  

Q09 What was your living situation prior to purchasing your first property:
Living on my own  
— Living with friends
— Living with family
— Living in special accommodation (i.e. nursing accommodation)
— Living in social housing
— Living with spouse / partner 

Q10 How long did it take for you to save the transaction costs for your first property? 

Q11 Do you aspire to move up the property ladder? 

Q12 If yes, when?  

Q13 If you intend to move up the property ladder what is the key challenge to moving up? 

Q14 From the houses you viewed prior to purchase, did you have an issue with the level of 
quality? 

Q15 If yes, please explain why. If no, put "N/a" in the answer box.  

Q17 Do you regard the ongoing affordability of a mortgage or the initial transaction cost (including 
deposit, legal fees and Document duty) to be the higher barrier to acquiring a property?

Survey questions for successful homeowners
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FTBs questionnaire results
Appendix III

No. Question

Q18 Approximately what were the total transaction costs for purchasing your first property? 
— Less than £10k
— £11k - £20k
— £21k - £30k
— £31k - £40k
— £41k+ 

Q19 Did you receive assistance from a family member or benefactor to reach the minimum 
deposit required? 
— Yes (gift)
— Yes (repay)
— Yes (additional security)
— No financial support

Q20 If you obtained financial support how much did you obtain?  

Q21 How long did you expect it to take to save the amount required to pay the transaction costs?  
— No waiting time (already had sufficient funds)
— Less than 3 years
— 3 - 5 years
— 5 + years 

Q22 Have you tried and failed to purchase a property in the past? 

Q23 If yes, what was the reason the purchase was not successful? If no, please put "N/a" in the 
answer box  

Q24 Did you consider the Guernsey Housing Association scheme? 

Q25 If yes, why did you not use the Guernsey Housing Association scheme?  

Q26 What size is your current property?  
— 1 bed
— 2 bed
— 3 bed
— 4 bed
— 5 bed and over 

Q27 How long do you expect to live in your first property?  

Q28 How many properties did you view before buying?

Survey questions for successful homeowners
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FTBs questionnaire results
Appendix III

No. Question

Q29 If you have a mortgage what proportion of your household net income goes to paying it?
— Less than 10%
— 11% to 15%
— 16% to 20%
— 21% to 25%
— 26% to 30%
— 31% to 35%
— 36% to 40%
— 41% to 45%
— 46% to 50%
— 51% and over 
— Not applicable 

Q30 A number of schemes have been introduced by governments in other jurisdictions to help 
first time buyers get onto the housing ladder. Below are descriptions of three such policies. 
Please indicate which, if any, you would consider / would have considered participating in 
when purchasing your first home (you can choose more than one answer).
— Help to buy
— Starter-home initiative
— Shared ownership scheme

Q31 Please comment on whether you feel that there is enough suitable advice to first time 
buyers? 

Q32 Please comment on whether you received good advice during the process of purchasing your 
first property? 

Q33 What barriers did you have to overcome to acquire your first property? 

Survey questions for successful homeowners
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FTB Document duty relief

2014 2015 2015 1/2 Duty 

Total Market Transactions (A) 594 539 539 

Total market Document duty (B) 13,099,000 12,260,000 12,260,000 

Average Document duty excluding FTBs (lower quartile) (F = (B-
E)/(A-C)) 26,270 27,194 28,761 

Lower quartile = 25% total market transactions (C = A*25%) 149 135 135 

Average FTB Document duty  (D) 9,400 9,400 4,700 

Total FTB Document duty (loss) (E = C*D) 1,395,900 1,266,650 633,325 

Transaction increase required  (G = E/F) 53 47 22 

Percentage increase in transactions required (H = (G/A)*100) 9% 9% 4%

Source: SoG Document duty figures & KPMG Analysis

Appendix IV

Encourage FTB housing

We have analysed the increase in volume of transactions required for SoG to be compensated by 
providing FTB Document duty relief. 

The table below shows that eliminating the Document duty for FTBs in 2014 and 2015 would require 
transactions for the rest of the market to increase by 9% to compensate SoG for the associated cost. 
This is reduced to only a 4% increase if the Document duty were to be halved instead of eliminated for 
FTBs. 

Assumptions

The table below assumes FTBs acquire on average a £385,000 house (Document duty of £9,400), whilst 
assuming 25% of all market transactions relate to FTBs. 

We were then able to calculate the average Document duty of the market excluding FTBs. This allowed 
us to assess the required market movement to compensate SoG for the elimination or reduction of 
Document duty for FTBs.
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Potential housing released as a result of developing over 55s dedicated housing

We analysed the potential impact on the existing housing stock of developing additional over 55s 
dedicated housing. For the purposes of this analysis, we have assumed that the development units are 
taken up by over 55s currently residing in underoccupied households.

Households with an average age of over 55 (from the 2014 census data) were filtered to include only 
those where the number of bedrooms in the household exceeded the number of occupants by at least 
two. For example, a couple living in a 3 bed house would be excluded, but a couple living in a property 
with at least four bedrooms would be included. 

The proportion of the remaining underoccupied homes by size is shown below:

Based on these percentages we then simulated the effect of 20 underoccupied households moving 
from their larger properties into smaller units in an over 55s dedicated housing development. The 
resulting release in the existing housing stock is shown below:

Bedrooms → 3 4 5 6 Total

20 unit development

Units released 9 8 3 0 20

Bedrooms released 27 32 15 0 74

40 unit development

Units released 18 16 5 1 40

Bedrooms released 54 64 25 6 149

Provision of elderly tenures

Source: Census data, KPMG analysis

Appendix V

Release of wider housing stock through an over 55s dedicated housing development

Bedrooms → 3 4 5 6

% of underoccupied households 45% 41% 11% 2%
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Estimating the tax take on 
purchase vs buy-to-let

Scenario A

The cost of the property is £300k and the mortgage provided is at 90% (i.e. £270k). The net rental 
income is £1,275 per month and we have assumed that the property is let furnished and, therefore, SRA 
is available at 15%.

Document duty  

£250,000 @ 2% 5,000 

£50,000 @ 3.25% 1,625 

Total 6,625 

We have detailed below the annual income tax charge/credit as a result of holding the property for 
personal use/ buy to let:

Property for personal use 

Mortgage interest payable (£270k @ 3%) 8,100 

Income tax relief (£8,100 @ 20%) (1,620)

Annual income tax charge/(credit) (1,620)

Buy to let 

Rental income (£1,275 p/month) 15,300 
SRA @ 15% (2,295)
Net rental 13,005 

Tax liability on rental income (£13,005 @ 20%) 2,601 

Income tax relief on mortgage interest (£8,100 @ 20%) (1,620)

Annual income tax charge/(credit) 981 

Appendix VI

Document duty will be payable in any case, calculated as follows:

We have analysed the likely differences in tax take for SoG between an owner occupied purchaser and a 
buy to let investor under two scenarios. We estimate that there is an increased annual tax take available 
for government from a buy to let investor as opposed to an owner occupied household of approximately 
£2,600 for a £300k property and £4,500 for a £500k property. The detailed calculations are outlined 
below.

Estimating tax take



© 2017 KPMG Channel Islands Limited, a Jersey company and a member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

115 | Guernsey housing market review

Estimating the tax take on 
purchase vs buy-to-let
Scenario B

The cost of the property is £500k and the mortgage provided is at 90% (i.e. £450k) for properties held 
personally and 60% (i.e. £300k) for buy to let properties. The net rental income is £1,775 per month. We 
have assumed that the property is let furnished and, therefore, SRA is available at 15%.

Document duty  

£250,000 @ 2% 5,000 

£150,000 @ 3.25% 4,875 

£100,000 @ 3.5% 3,500 

Total 13,375 

Property for personal use 

Mortgage interest payable (£450k @ 3%) 13,500 

Income tax relief (£13,500 @ 20%) (2,700)

Annual income tax charge/(credit) (2,700)

We have detailed below the annual income tax charge/ credit as a result of holding the property for 
personal use/ buy to let:

Buy to let 

Rental income (£1,775 p/month) 21,300 

SRA @ 15% (3,195)

Net rental 18,105 

Tax liability on rental income (£18,105 @ 20%) 3,621 

Income tax relief on mortgage interest (300k @ 
3%)*20% (1,800)

Annual income tax charge/(credit) 1,821 

Appendix VI

Document duty will be payable in any case, calculated as follows:
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Deputy B Brehaut 
President 
Committee for the Environment & Infrastructure 
Raymond Falla House 
Longue Rue 
St Martins 
GY4 6HG 

4 June 2018 

Dear Deputy Brehaut 
 

Local Market Housing Review 
 
Thank you for the opportunity to comment on your Committee’s Policy Letter, regarding 
the Local Market Housing Review, which follows the publication of the KPMG report. 

The Committee for Employment & Social Security is grateful for having been consulted and 
involved in discussions throughout the development of the Policy Letter, which has 
implications for the affordable housing element of the Committee’s mandate. 

The Policy Letter represents the Committee’s views well, and explains the need for a new 
Housing Strategy to be developed. However, the Committee would like to reiterate that it 
is not fully supportive of some aspects of the KPMG Report, and that there are some gaps 
which it sees as being an integral part of the development of the new housing strategy. 
While not a part of the mandate of the Committee for Employment & Social Security, one 
such area of concern is the limited consideration of the private rental sector within the 
KPMG report. 

The Committee recognises the importance of the work streams being properly resourced in 
order that they can be progressed, should the States approve the propositions contained in 
the Policy Letter. It therefore agrees that a bid for such resources should be made through 
the 2019 Budget process. 

The Committee will encourage the States to support the propositions set out in the Policy 
Letter, in order to set the direction for housing policy for the next few years. The Committee 
believes that the development of a new housing strategy and progression of the programme 
of works are critical to the delivery of the outcomes identified throughout the Policy & 
Resource Plan. 
 
Yours sincerely  
 
 
 
 
Deputy Michelle Le Clerc 
President 

Edward T. Wheadon House 
Le Truchot, St. Peter Port  
Guernsey, GY1 3WH  
+44 (0) 1481 732500 
ess@gov.gg  
www.gov.gg 
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 THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

POLICY & RESOURCES COMMITTEE 
 

SUPERANNUATION FUND – ACTUARIAL VALUATION  
 
 
The States are asked to decide:-  
 
Whether, after consideration of the Policy Letter entitled 'Superannuation Fund – 
Actuarial Valuation', dated 6 June 2018, they are of the opinion:-  
 
1. To note the Actuarial Valuation of the States of Guernsey Superannuation Fund 

as at 31 December 2016. 

2. To agree that, except for Guernsey Electricity Limited, the employer future 
service contribution rate in respect of the States of Guernsey Superannuation 
Fund shall remain at 14.1% and that the employer additional future service 
contribution rates shall remain as set out in Appendix II 

3. To agree that the employer future service contribution rate for Guernsey 
Electricity Limited shall remain at 11.5%. 

The above Propositions have been submitted to Her Majesty's Procureur for advice on 
any legal or constitutional implications in accordance with Rule 4(1) of the Rules of 
Procedure of the States of Deliberation and their Committees.  
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

POLICY & RESOURCES COMMITTEE 
 

SUPERANNUATION FUND – ACTUARIAL VALUATION 
 
 
The Presiding Officer 
States of Guernsey 
Royal Court House 
St Peter Port 
 
6 June 2018 
 
Dear Sir  
 
1. Executive Summary 
 
1.1 The purpose of this Policy Letter is to set before the States the latest triennial 

Actuarial Valuation (as at 31st December 2016) of the Superannuation Fund 
prepared by BWCI Consulting Limited which is included as Appendix I. 
 

1.2 For the avoidance of doubt, this Report deals solely with the pension benefits for 
public sector employees and States Members.  There is no impact on the “States 
Old Age pension” funded by the Guernsey Insurance Fund administered by the 
Committee for Employment & Social Security. 
 

1.3 The overall value of the Superannuation Fund as at 31st December 2016 was 
£1,301million and the Actuarial Valuation calculates the liabilities of the Public 
Sector Pension Scheme (Combined Pool and Guernsey Electricity Limited 
Actuarial Account) to be £1,392million which means that the Scheme is 93.5% 
funded (2013: 93.4%). 
 

1.4 This Report recommends no changes to the employers’ contribution rates. 
 

1.5 As set out in Section 6, the 93.5% funding position of the Scheme as per the 
Actuarial Valuation is considerably higher than the 52.8% calculated under 
Financial Reporting Standard (FRS) 102.  This is due to the requirement to use a 
discount rate (assumption of future investment returns) under FRS102 which is 
significantly below that used in the Actuarial Valuation.   In order to ensure that 
there is sufficient funding available to pay the pensions and other benefits from 
the Fund, the results of the Actuarial Valuation are used to inform the investment 
strategy and determine the required level of contribution rates. 



 

 

2. Background 
 

2.1  The Superannuation Fund exists to pay the pensions of the employees of the 
States of Guernsey and other members of the Public Sector Pension Scheme and 
the States Members Pension Scheme.   Within the Public Sector Pension Scheme 
element of the Superannuation Fund is a separate Actuarial Account for 
Guernsey Electricity Limited1.  The Combined Pool comprises all other Public 
Sector Pension Scheme Employees including teachers, nurses, civil servants, 
public service employees, police officers, etc.  Previously, there were also 
separate Actuarial Accounts for Guernsey Post Limited and Guernsey Financial 
Services Commission but these closed to future accrual of benefits with all 
members effectively becoming deferred members and the liabilities with the full 
asset value of these liabilities being transferred to the Combined Pool. 
 

2.2 The Public Sector Pension Scheme is predominantly a defined benefit scheme 
funded by contributions from both the employer and employee.   
 

2.3 In 2015, the States agreed revised pension arrangements for members joining 
after 1 May 2015 and for service from 1 March 2016 for those members who are 
not protected members (those close to retirement age). The revised 
arrangements replaced the final salary defined benefit arrangements with 
defined benefits on a career average re-valued earnings (CARE) basis up to a 
salary cap with a defined contribution scheme for earnings in excess of this cap 
(which was £87,434 from 1 May 2016).  The revised arrangements include a fixed 
cost ceiling (excluding the investment risk) on the employer’s future contribution 
rate.  
 

2.4 An Actuarial Valuation is carried out to compare the value of the Scheme’s assets 
(Superannuation Fund) with a funding target which calculates the value of the 
benefits that are likely to be paid from the scheme in the future using information 
about the scheme at the valuation date.  This relates solely to benefits already 
accrued by members.  The actuary makes assumptions about factors which have 
an influence on the scheme’s finances in the future including investment returns 
(discount rate), inflation, pay increases, pension increases, when members will 
retire and how long members will live.   
 

2.5 For valuations since 31 December 2007, the Combined Pool Section had a 
funding target of 90% of benefits accrued up to 31 December 2007, and 100% of 
benefits thereafter.  However, this was not sustainable over the long term as the 
States of Guernsey were still responsible for paying 100% of benefits.  Therefore, 

                                                 
1 A separate Actuarial Account is maintained for Guernsey Electricity Limited to ensure that there is no 
cross subsidy between the contributions paid to the Superannuation Fund by Guernsey Electricity 
Limited and those by other participating employers. 



 

 

the Policy & Resources Committee has restored a 100% funding target for all 
benefits for the Combined Pool Section for the 2016 valuation. 
 

2.6 The funding target for the Guernsey Electricity Limited Actuarial Account has 
been retained at 100% of liabilities. 

 
3. Actuarial Valuation Results 
 
3.1 The Actuarial Valuation Report includes detailed explanation and analysis on the 

membership data; developments since the last Valuation (31st December 2013); 
assumptions used to calculate the funding target; and the funding position. 
 

3.2 These assumptions are derived from historical data, present knowledge and 
future projections.  The one thing of which we can be certain is that the actuarial 
assumptions will almost invariably never be precisely borne out in practice and, 
in the short-term, actual experience can vary significantly from that assumed.  
The findings of the valuation will result in an assessment of the surplus or deficit 
in the scheme at the valuation date.  The Actuarial Valuation will also include an 
estimation of the employer contribution rate needed to fund future service of 
existing employees. 
 
Combined Pool 
 

3.3 The results of the Actuarial Valuation as at 31st December 2016 are summarised 
below: 
 

    £’000 

Market Value of Scheme Assets 1,236,551 

Present Value of Scheme Liabilities 1,329,202 

Surplus / (Deficit) (92,651) 

Funding Percentage 93.0% 

 
3.4 The funding percentage has improved slightly since the 92.2% recorded within 

the 2013 Actuarial Valuation. 
 

3.5 The current rate of employer contribution rate is 14.1%.  The overall future 
service contribution rate required is 12.6%.  Maintaining the contribution rate at 
14.1% will enable the past service deficit to be reduced.  Under this approach 
and assuming that the assumptions are borne out in practice, this would 
eliminate the shortfall in a period of around thirty four years.  It is recommended 
that the base level rate of employer contributions remains at 14.1% of 
Pensionable Pay with additional contributions payable in respect of the special 
benefit groups (as set out in Appendix II).    
 



 

 

Guernsey Electricity Limited 
 

3.6 The results of the Actuarial Valuation as at 31st December 2016 are summarised 
below: 
 

    £’000 

Market Value of Scheme Assets 60,650 

Present Value of Scheme Liabilities 57,142 

Surplus / (Deficit) 3,508 

Funding Percentage 106.1% 

 
3.7 The current employer contribution rate is 11.5%.  The overall future service 

contribution rate required is 11.8%.  Maintaining the contribution rate at 11.5% 
will slowly reduce the past service surplus.   
 

3.8 Under Rules 2(2)(f) and (g) of the Superannuation Fund, the States of Guernsey 
determines the contribution rates payable by Guernsey Electricity Limited.  The 
Committee has consulted with Guernsey Electricity Limited as to the level of 
contribution rate they would wish to be set, subject to a minimum of 100% 
funding of liabilities.   Guernsey Electricity Limited has requested that its 
contribution rates remain at 11.5% with the remaining surplus being maintained 
as a prudent margin to help cover any future adverse experience within the Final 
Salary section.  Therefore, it is recommended that the employer contribution 
rate for Guernsey Electricity Limited remains at 11.5%.   
 

4. States Members Pension Scheme 
 

4.1 This Scheme represents approximately 0.3% of the overall Superannuation Fund 
assets and liabilities. 
 

4.2 On 1 May 2012, the States Members Pension Scheme was closed to future 
accrual of benefits and all active members became deferred pensioners on that 
date.  Since 2012, an annual sum is being paid into the Superannuation Fund to 
eliminate past service deficits.  Since 2015, this sum has been £149,000 
(maintained in real terms) which was intended to eliminate the deficit over a 
period of twenty five years. 
 

4.3 The results of the Actuarial Valuation of the States Members Pension Scheme are 
that there is a reduction in the funding shortfall from £1,819,000 to £1,493,000 
and continuation of the payment of the annual sum would eliminate the deficit 
over a period of fifteen years. 
  



 

 

5. Superannuation Fund 
 
5.1 The assets of the Superannuation Fund as at 31 December 2016 totalled 

£1,301,156,000, attributed to the Fund constituents as follows: 
 

Combined Pool     £1,236,551,000  

Guernsey Electricity Limited   £      60,650,000 

States Members    £        3,955,000 

 
5.2 The Superannuation Fund’s annual performance is reported as part of the overall 

States Accounts and can be summarised as follows: 
 

 2016 2013 2010 2007 2004 

 £m £m £m £m £m 

      

Employer contributions 29 27 26 16 13 

Employee contributions 14 13 12 10 8 

Refunds and Transfers (net) - 1 1 (1) (1) 

Pensions and Lump Sums paid (57) (49) (40) (28) (21) 

      

Net decrease before  
investment returns 

 
(14) 

 
(8) 

 
(1) 

 
(3) 

 
(1) 

Net investment income and 
Investment appreciation / 
(depreciation) 

 
 

163 

 
 

108 

 
 

102 

 
 

52 

 
 

49 

Net increase 149 100 101 49 48 

      

Balance at 1 January 1,152 976 829 847 608 

      

Balance at 31 December 1,301 1,076 930 896 656 

      

Scheme Liabilities at 31 December 1,392 1,152 1,003 940 764 

      

(Deficit) / Surplus (91) (76) (73) (44) (108) 

      

Funding Ratio 93.5% 93.4% 92.7% 95.3% 85.9% 

  



 

 

6. Financial Reporting Standard (FRS) 102 disclosures 
 
6.1 FRS102 is an Accounting Standard which includes the following main 

requirements in respect of pension scheme disclosures: 
 

 Pension Scheme assets are to be measured using market values; 

 Pension Scheme liabilities are to be discounted having  regard to the yield on  
AA corporate bonds; 

 The Pension Scheme surplus (to the extent it can be recovered) or deficit is 
recognised in full on the balance sheet in the Accounts of the sponsoring 
employer. 

 
6.2 There are extensive disclosures required under FRS102 which are intended to be 

an aid in comparing pension costs and liabilities between companies. FRS102 is 
prepared for accounting purposes whereas an Actuarial Valuation is carried out 
to compare the value of the Scheme’s assets with a funding target which 
calculates the value of the benefits that will be paid from the scheme in the 
future using information about the scheme at the valuation date.   
 

6.3 The General Revenue Accounts are not currently prepared fully in accordance 
with Accounting Standards and, therefore, the deficit on the Fund calculated 
using FRS102 assumptions is not included on the Statement of Financial Position.  
However, the FRS102 position is calculated and detailed information is disclosed 
within the notes to the Accounts.   
 

6.4 The basis of preparing FRS102 is very prescriptive and, whilst many of the 
assumptions used are the same or very similar to those used in the Actuarial 
Valuation, there is a major variance in the key assumption of discount rate 
(assumption of future investment returns) which makes a substantial difference 
to the size of the reported deficit.  The higher the discount rate, the lower the 
present value of the scheme liabilities.  
 

6.5 The FRS102 calculations for 31 December 2016 effectively assumed a discount 
rate of inflation less 0.8% (based on the return on an AA corporate bond) 
whereas the Actuarial Valuation assumes a discount rate of inflation plus 2.5% 
(which is in line with that used when determining the revised pension 
arrangements and lower than the Superannuation Fund target rate of future 
investment return).  The two bases result in material differences in the 
calculation of liabilities and the resultant net funding position of the scheme.   

 
  



 

 

For example, in respect of the Superannuation Fund: 
 

 Using FRS102 
Assumptions 

£’000 

As per the 
Actuarial 
Valuation 

£’000 

Market Value of  
Scheme Assets 

 
1,301,155 

 
1,301,155 

Present Value of  
Scheme Liabilities 

 
2,462,415 

 
1,391,792 

(Deficit) (1,161,260) (90,637) 

Funding Percentage 52.8% 93.5% 

  
7. Compliance with Rule 4 
 
7.1 Rule 4 of the Rules of Procedure of the States of Deliberation and their 

Committees sets out the information which must be included in, or appended to, 
motions laid before the States. 
 

7.2 In accordance with Rule 4(1), the Propositions have been submitted to Her 
Majesty’s Procureur for advice on any legal or constitutional implications.   
 

7.3 In accordance with Rule 4(3), there are no Propositions which request the States 
to approve funding. 
 

7.4 In accordance with Rule 4(4) of the Rules of Procedure of the States of 
Deliberation and their Committees, it is confirmed that the Propositions have the 
unanimous support of the Committee.   
 

7.5 In accordance with Rule 4(5), the Propositions relate to the duties of the 
Committee to advise the States on the States’ financial affairs. 

 
Yours faithfully 
 
G A St Pier 
President 
 
L S Trott 
Vice-President 
 
A H Brouard 
J P Le Tocq 
T J Stephens 
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Executive summary 
 

We have carried out an actuarial valuation of the States of Guernsey Superannuation Fund (“the Fund”) 

as at 31 December 2016.  The main purposes of the valuation are to review the financial position of the 

Fund as a going concern and to help establish the contributions payable to the Fund in the future.  The 

results are summarised below: 

 

 

 

Combined 
Pool 

GEL Actuarial 
Account 

Surplus/(shortfall) (92,651,000) 3,508,000 

Funding level (%) 93.0 106.1 

Overall future service contribution rate 

split as follows: 

 Final Salary section 

 CARE section 

12.6% 

 

20.9% 

10.2% 

11.8% 

 

19.0% 

9.8% 

The different sections of the Fund contain different benefit structures and age profiles and so the 

contribution rates that apply specifically to a section will be different and will change over time as the age 

profile changes.  Generally, significantly higher contribution rates apply to higher ages than to lower ages.  

As the Final Salary section is made up of older protected members, the rate applying to that section is 

significantly higher. 

There is a cost floor and ceiling that applies to the overall Employer future service contribution rate (see 

section 3.4 for more details).  This will be used to assess the overall cost of pension provision for the 

entire membership of the Combined Pool and not just the cost applying to a group of members (eg Final 

Salary or CARE sections).  If the floor and ceiling had applied at this valuation then the overall cost would 

be above the floor and below the ceiling and no changes to future accrual or contributions would be 

required. 

The surplus/shortfall amounts shown above have been assumed to relate to the Final Salary sections of 

the Fund.  As the CARE section has been in force for a short period of time (CARE Transition Members 

since 1 March 2016 and CARE New Members since 1 May 2015) and the contributions paid into the 

CARE section have been sufficient to cover the cost of benefits accruing, this is a reasonable assumption 

at this time. 

Action to eliminate surplus/shortfall 

Combined Pool section 

The Combined Pool section includes the Public Servants’ Pension Scheme and the Teachers’ Scheme 

and all the assets and liabilities transferred from the Guernsey Post Limited (GPL) Actuarial Account. In 

addition, we understand that the assets and liabilities from the Guernsey Financial Services Commission 

(GFSC) Actuarial Account were transferred to the Combined Pool with effect from 30 April 2017. We have 

allowed for this post valuation event within our valuation results, and have therefore included the GFSC 

Actuarial Account’s assets and liabilities within the results for the Combined Pool section. 

The current rate of Employer contributions being paid is an overall rate of 14.1% of Pensionable Salary.  

This rate could continue unchanged and comprise an overall rate of 12.6% of Pensionable Salary for all 

active members to cover the cost of future accrual of benefits (split 20.9% for Final Salary members paid 

into the Final Salary section and 10.2% for CARE members paid into the CARE section) and 1.5% of 
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Pensionable Salary for all active members paid into the Final Salary section to reduce the shortfall of the 

Final Salary section revealed at 31 December 2016.  Under this approach and assuming the assumptions 

are borne out in practice, we would expect the shortfall of the Final Salary section to be eliminated in 

around 34 years from the valuation date. 

If allowance were made for the spreading of the shortfall of the Final Salary section over the average 

future working lifetime of all current active members, a period of 15 years, the contribution rate required 

would be 3.3% of Pensionable Salary for all active members, resulting in a total overall contribution rate 

from the Employer of 15.9% of Pensionable Salary.  Alternatively fixed contributions could be paid over an 

agreed number of years to eliminate the shortfall of the Final Salary section. 

Additional contributions are required in respect of the special benefit groups. 

GEL Actuarial Account 

Guernsey Electricity Limited (GEL) is currently paying contributions of 11.5% of Pensionable Salary.  GEL 

could use some of the surplus in the Final Salary section to continue paying 11.5% of Pensionable Salary 

for Final Salary members.  This is not expected to use up a material amount of the surplus in the Final 

Salary section over the future average working lifetime of the current Final Salary active members, a 

period of 5 years.  The remaining surplus could be maintained as a prudent margin to help cover any 

adverse experience within the Final Salary section. 

A contribution rate of 9.8% of Pensionable Salary for CARE members is required to be paid into the 

CARE section. 

General 

The rates of contributions payable will be reviewed at the next actuarial valuation which is due to take 

place as at 31 December 2019. 

The two pension arrangements for States Members’ are combined with the Fund for investment purposes.  

A valuation of the States Members’ Pension Fund has been made as at 31 December 2016.  A summary 

of the results of that valuation are included as Appendix G. 
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1. Introduction 
 

1.1 Regular valuations 

This report is prepared for the Policy & Resources Committee of the States of Guernsey and sets 

out the results of our actuarial valuation of the Fund as at 31 December 2016. 

Rule 18 of the Fund’s Rules requires the Policy & Resources Committee to obtain actuarial 

valuations at least every 3 years.   

The valuation reviews the financial position of the Fund as a going concern at the valuation date, 

and helps establish what actions should be taken regarding future contribution rates. 

Our previous valuation report of 10 December 2014 considered the financial position of the Fund 

as at 31 December 2013. 

1.2 A snapshot view 

This report concentrates on the Fund’s financial position at the valuation date.  As time moves on, 

the Fund’s finances will fluctuate.  It will therefore be necessary to carry out further valuations to 

monitor the position.  In the meantime, if you are reading this report sometime after it was 

prepared, you should bear in mind that the Fund’s position could have changed significantly.   

We comment briefly on developments after the valuation date in section 8. 

1.3 Technical terms 

Definitions of technical terms, which are shown in bold type, are provided throughout this report. 

1.4 States Members’ Pension Fund 

A valuation of the States Members’ Pension Fund has been made as at 31 December 2016.  A 

summary of the results of that valuation are included as Appendix G. 

1.5 Scope of advice and compliance 

This report is prepared solely for the benefit of the Policy & Resources Committee and is 

confidential.  It should be considered in its entirety, as parts taken in isolation could be 

misleading.  Please see Appendix A for further details. 
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2. Benefits valued and data 
 

2.1 Benefits valued 

The valuation is based on the benefits defined in the Fund’s legal documents at the valuation 

date.  A brief summary of the outline provisions of the Fund is set out in Appendix B.  Our 

calculations assume that the current benefit structures are unchanged. 

2.2 Benefit changes 

Since the previous valuation, a new Career Average Revalued Earnings (CARE) section of the 

Fund has been established. 

The CARE benefit structure has been designed to reduce risk and to make the Fund more 

sustainable over the long term.  There are transitional arrangements which apply to those who 

were active members of the Final Salary section on 29 February 2016.  Those members are 

either protected and remain accruing service in the Final Salary section of the Fund as Final 

Salary Protected Members (if they were within 10 years of their Normal Pension Age on 31 

December 2013 and did not opt to join the CARE section of the Fund) or they transferred to the 

CARE section of the Fund for future accrual of benefits from 1 March 2016 as CARE Transition 

Members.   

Members recruited after 1 May 2015 join the CARE section as CARE New Members.   

The main terms of the CARE benefit structure for each section, in relation to standard members, 

are summarised in the table below: 

 
CARE Transition Member 

at 1 March 2016 
CARE New Member  

Normal Pension Age SPA linked to SPA 

Member accrual rate 1/56 1/80 

Terminal grant accrual rate 0 3/80 

Indexation cap 7.5% 6.0% 

Member contribution rate 7.0% pa 7.5% pa 

 An earnings cap is applied to members’ pensionable salaries within the CARE section.  This is 

linked to civil service pay grade SO6.  Contributions on pay above the earnings cap are made to a 

new defined contribution section within the Fund. 

We have allowed for the introduction of the CARE benefit structure within our valuation 

calculations. 

2.3 Closure of GFSC Actuarial Account and subsequent transfer to Combined 
Pool 

The GFSC Actuarial Account closed to future accrual of benefits with effect from 1 July 2014.  

This closure was taken into account to produce the results of the 2013 valuation. We understand 

that the assets and liabilities of the GFSC Actuarial Account were transferred to the Combined 

Pool with effect from 30 April 2017. We have allowed for this post valuation event within our 

valuation results, and have therefore included the GFSC Actuarial Account’s assets and liabilities 

within the results for the Combined Pool section. 
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2.4 Closure of GPL Actuarial Account and subsequent transfer to Combined 
Pool 

The GPL Actuarial Account closed to future accrual of benefits on 31 July 2016 and all active 

members effectively became deferred members on that date.  All the assets and liabilities of the 

GPL Actuarial Account were transferred to the Combined Pool with effect from 31 March 2016.   

2.5 Allowance for pension increases 

The pension and deferred pension increases provided by the Fund within the Final Salary section 

are not guaranteed in the Rules but determined by the States of Guernsey.  In 1988, the States of 

Guernsey resolved that an increase of less than the increase in the Retail Prices Index (RPIX 

from 1 January 2017) should only be recommended if certain criteria apply.  The intention, from 1 

January 2017, is to provide pension and deferred pension increases annually on 1 January for the 

Combined Pool section and the Actuarial Accounts based on the annual increase in the Guernsey 

Index of Retail Prices excluding mortgage payments (RPIX) to the preceding June.  Previously, 

increases had been based on the increase in the Guernsey Index of Retail Prices All items (RPI).  

The Teachers’ Scheme provides pension increases in line with the increases granted by the UK 

Teachers’ Scheme which are now based on the UK Consumer Prices Index. 

We have assumed in our calculations that the current intention of providing these increases will 

continue in future and have allowed fully for future pension and deferred pension increases in the 

economic assumptions. 

2.6 Left no decision cases 

There is some uncertainty in the data that the Policy & Resources Committee hold for a large 

number of members who have previously left service but whose benefits have not been 

processed.  As such, we do not have the required data with which to value these members 

accurately.   

Previously, these members were valued as though they would take a refund of their member 

contributions at the valuation date, as that was the only data that was available for them.  

However, for the 2016 valuation, based on some additional data we have now been able to obtain 

from the Administration System, we have included a very approximate additional funding reserve 

of £40m for these members in the Combined Pool section and £0.6m in the GEL Actuarial 

Account, which is an estimate of the value of their preserved benefits within the Fund in excess of 

the value of their contributions. 

It is anticipated that the benefits of these leavers will be processed over the next few years and 

we will review the value of the actual benefits against the assumed funding reserve once the data 

is available. 

2.7 Membership data 

The valuation results are based on the membership data supplied to us by the Policy & 

Resources Committee as at 31 December 2016.  This is summarised in Appendix C. 
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2.7.1 Membership changes – Combined Pool 

Changes in the number of members of the Combined Pool section since 2010 are illustrated 

below. 
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The Combined Pool section has experienced an increase in all membership groups since the 

previous valuation.  The 2016 figures include deferred pensioners and pensioners transferred 

from the GPL and GFSC Actuarial Accounts. 

2.7.2 Membership changes – GEL Actuarial Account  

Changes in the number of members of the GEL Actuarial Account since 2010 are illustrated 

below. 

The active membership of the GEL Actuarial Account has fallen since the previous valuation.  

There has been a corresponding increase in the number of pensioners.  The number of deferred 

pensioners has fallen slightly.   
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2.8 Assets 

The audited accounts of the Fund show that the total assets in respect of the Combined Pool 

section (including the GFSC Actuarial Account) had a market value of £1,236,551,000 at the 

valuation date.  The assets allocated to the GEL Actuarial Account amounted to £60,650,000.  

These assets are analysed as follows: 

Equities & 
Alternatives

74.6%

Bonds & Fixed 
Interest Securities

14.1%

Property
6.9%

Cash
4.4%

 

These assets include the value of the defined contribution section of the Fund as at 31 December 

2016. We have therefore added to the liabilities of the Combined Pool and the GEL Actuarial 

Account the amount of contributions paid to the defined contribution section (as an approximation 

of the value of the defined contribution section as at 31 December 2016, as this is not split out in 

the accounts) in order that the assets and liabilities are valued consistently.  In the defined 

contribution section, the value of the liabilities is equal to the value of the assets. 

 

2.9 Reliability of information 

The results in our report rely on the accuracy of the information supplied.  We have carried out 

some general checks to satisfy ourselves that: 

 the information used for this valuation is reasonable compared with the information used for 

the previous valuation; and 

 the results of this valuation can be reconciled with results of the previous valuation. 

However, please let us know if you believe the data we have used may be incomplete or 

inaccurate.   
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3. Funding objective and assumptions 
 

3.1 The funding objective 

The funding objective is that the Fund should meet its funding target. 

 

Term Definition 

Funding target A funding target is an assessment of the present value of the 

benefits that will be paid from a pension scheme in the future, based on 

pensionable service prior to the valuation date.  In order to calculate a 

funding target, assumptions need to be made about the various 

factors that will influence the scheme in the future, such as the level of 

pay increases, when members will retire and how long members will 

live.  These assumptions are used to project the future cash flows out 

of the scheme, which are then discounted back to the valuation date 

using the assumed rate of investment return to place a present value 

on the scheme’s liabilities, ie the funding target. 

Present value The actuarial valuation involves projections of pay, pensions and other 

benefits into the future.  To express the value of the projected benefits 

in terms of a cash amount at the valuation date, the projected amounts 

are discounted back to the valuation date by a discount rate.  This 

value is known as the present value.  For example, if the discount 

rate was 5% a year and if we had to pay a lump sum of £1,050 in one 

year’s time the present value would be £1,000. 

Discount rate This is used to place a present value on a future payment.  A “risk-

free” discount rate is usually derived from the investment return 

achievable by investing in government stock (“gilts”).  A discount rate 

higher than the “risk-free” rate is often used to allow for some of the 

extra investment return that is expected over the long term by investing 

in assets other than gilts. 

3.1.1 The funding target 

For valuations since 31 December 2007, the Combined Pool section had a funding target of 

90% of benefits accrued up to 31 December 2007, and 100% of benefits thereafter.  However, the 

Policy & Resources Committee has agreed to restore a 100% funding target for all benefits for 

the Combined Pool section for the 2016 valuation.  The previous funding target of below 100% 

of benefits was not sustainable over the long term as the States of Guernsey were still 

responsible for paying 100% of the benefits from States’ funds.  Therefore, the States of 

Guernsey were responsible, over the long term, for the funds which make up a funding target of 

100% of benefits. 

The funding target for the GEL Actuarial Account at previous valuations was that its liabilities 

should be 100% funded.  This funding target has been retained for the 2016 valuation. 

The funding targets adopted for the valuation assume the Fund continues in its present form.  

This is not the same as the cost of securing the benefits if the Fund were to wind-up. 
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3.2 Funding method 

If each section of the Fund had no surplus or shortfall and its assets were exactly equal to its 

funding target, contributions would still be required to cover the cost of benefits expected to 

accrue to members in the future and to cover the administration expenses of the Fund. 

It has been agreed to use the projected unit method with a 1 year control period to calculate the 

future service contribution rate.  This measures the increase in the funding target relating to 

benefits expected to accrue to active members over the year following the valuation date. 

The projected unit method was also adopted for the previous valuation.   

Surplus/shortfall This is the difference between the value of the assets and the value of 

the liabilities on the chosen set of assumptions.  If the value of the 

assets is greater than the value of the liabilities, then the difference is 

called the surplus.  If the value of the liabilities is greater than the value 

of the assets, then the difference is called the shortfall. 

3.3 Stability of contribution rate 

The contribution rate for each section of the Fund will remain broadly stable before and after 

eliminating a surplus or a shortfall if the funding objective remains unchanged, all assumptions 

made are borne out in practice and the age/sex/salary/membership profile of the active 

membership of the section is stable.  If the funding objective changes, contribution rates are likely 

to change. 

However, the future service contribution rate for the Fund is expected to change over time as the 

membership profile changes and CARE New Members become a greater proportion of the overall 

membership. 

3.4 Rule requirements 

Under Rule 30, the Policy & Resources Committee determines the Employer contributions to be 

paid into the Fund. 

There is a limit to the contributions paid by the States of Guernsey to the Combined Pool section 

of the Fund.  However, in accordance with the Rules, this cost ceiling will not be applied until the 

valuation to be carried out as at 31 December 2019. 

 A fixed cost ceiling of 14.5% of Pensionable Salary will apply to the Employer’s contribution for 

standard employees in the case of CARE Transition Members and Final Salary Protected 

Members, and 14% of Pensionable Salary in the case of CARE New Members.  The cost of the 

Fund is reviewed every three years.  If the cost of the Fund exceeds this, then negotiations will 

take place to either reduce future accrual or increase member contributions (or both).  If 

agreement is not reached then the accrual rate will be reduced to limit the Employer’s contribution 

to 14.5%/14% of Pensionable Salary.  The fixed cost ceiling will include:  

 the future service contribution rate 

 any past service costs relating to improving longevity of active members 
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 All other past service costs including any additional costs if investment return is lower than 

anticipated will be met by the Employer. 

There will be a floor to the Employer's contribution rate for standard employees calculated in 

relation to future service benefits (and the saving within the new structure arising from reduced 

longevity for active members’ past service benefits) equal to 10.5% of Pensionable Salary for 

CARE Transition Members and equal to the members’ contribution rate for CARE New Members. 

The floor and ceiling will be used to assess the overall cost of pension provision for the entire 

membership of the Combined Pool and not just the cost applying to a group of members (eg Final 

Salary or CARE sections).  If the floor and ceiling had applied at this valuation then the overall 

cost would be above the floor and below the ceiling and no changes to future accrual or 

contributions would be required. 

3.5 Assumptions 

The benefit structure of the Fund, its membership and its assets at the valuation date are all 

known facts.  However, the Fund’s future finances also depend on uncertain factors such as 

future investment returns, pay and pension increases, how long members live and employee 

turnover.  Assumptions are therefore needed about the long-term future, covering the period until 

all the present members have retired and all benefits arising from their membership have been 

paid.  The assumptions should therefore reflect the outlook for the long term rather than recent 

experience or the experience expected over the period until the next actuarial valuation.  The 

assumptions adopted for this valuation have been agreed by the Policy & Resources Committee. 

3.6 Sensitivity of assumptions 

Although the valuation results are sensitive to the choice of the absolute levels of the financial 

assumptions, it is important to note that the differences between the rates have a bigger impact 

on the results of the valuation than the absolute levels of each assumption.  Hence the valuation 

results are particularly sensitive to the difference between the discount rate and the rate of pay 

or pension increases. 

The valuation results are also sensitive to the assumptions made for the life expectancy of current 

and prospective pensioners. 

These sensitivities are considered further in Appendix E. 

3.7 Derivation of financial assumptions 

The key financial assumptions used for this valuation and those used for the previous valuation 

are summarised in Appendix D. 

The derivation of the financial assumptions is set out below.  In our opinion, the derivation of the 

financial assumptions is compatible with taking assets at market value. 
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3.7.1 Discount rate 

The Fund’s assets are currently invested in equities and other return seeking assets.  This 

investment strategy is expected to produce a target real return of 4% pa above UK inflation over 

the long term. 

A discount rate of UK RPI + 4.0% pa would represent the Policy & Resources Committee’s long 

term target investment return.  However, it is prudent to use a lower discount rate for funding 

purposes, so that advance credit is not taken for this investment target being reached for each 

and every future year.  If the investment target is reached in practice then funding profits will 

come through as and when they actually occur. 

The Policy & Resources Committee has decided to take some of this higher expected return into 

account in the funding target and to accept the funding risks that this involves. 

An analysis of the investment return actually achieved over the past 10 years to 31 December 

2016 shows that the Fund return was 2.3% pa above UK RPI inflation. 

At the previous valuation, a discount rate of UK inflation plus 3.25% pa was adopted.  In order to 

determine the cost of the benefit changes which were introduced with effect from 1 March 2016 a 

discount rate of UK inflation plus 2.5% pa was adopted.  Adopting a lower discount rate 

reduces the funding risk, as lower investment returns are required and so there is less reliance on 

achieving the higher investment returns in order to meet the funding target.  This reduces the 

likelihood of a funding shortfall arising over time.  This is important as the investment risk will 

continue to be borne solely by the States of Guernsey, even under the new structure where any 

investment losses are outside of the cost ceiling.  If the actual investment return is lower than 

assumed, the difference has to be made up by the States of Guernsey. 

It should be noted that the discount rate is not an asset return projection for the three years until 

the next actuarial valuation, but the return that needs to be achieved (on average) every year into 

the future until all liabilities are met.  The discount rate should therefore be appropriate for the 

long term. 

The target return adopted by the Policy & Resources Committee applies to the whole of the 

assets.  In addition, the investment strategy of the Fund is not expected to change over time (ie 

the target return for the Fund on which the investment strategy is based will remain unchanged 

over time) in view of its particular circumstances.  Therefore, it is appropriate at this time to 

assume the same discount rate both pre and post retirement. 

The discount rate used to calculate the funding target has been set equal to the rate of UK 

inflation over the appropriate mean term of the liabilities at the valuation date plus 2.5% pa both 

for active members and deferred pensioners over the period to retirement and during the period 

while benefits are in payment to pensioners. 

A lower discount rate of UK RPI + 2.5% pa has been adopted for all benefits in order to reduce 

the funding risk of the Fund and to be consistent with the level of funding risk being taken for the 

new benefit structure.  It should be noted that the adoption of this lower discount rate does not 

remove investment risk from the Fund. 
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3.7.2 Inflation 

The UK inflation assumption used in calculating the discount rate has been derived as the 

annual UK inflation spot rate provided by the Bank of England as at the valuation date calculated 

at the mean duration of the Fund’s liabilities.  For the local inflation assumption, this is then 

combined with a prudent allowance of 0.25% pa to allow for higher expected levels of inflation to 

be experienced locally compared with those in the UK. 

3.7.3 Pension increases 

Pensions for all sections except the Teachers’ Scheme have been assumed to increase at the 

rate of local inflation during deferment and when in payment.  For the Teachers’ Scheme future 

pension increases are instead effectively linked to UK CPI inflation, so it has been assumed that 

pensions will increase at the rate of UK CPI inflation (on grounds of prudence, assumed to be UK 

RPI inflation less 0.7% pa) during deferment and when in payment. 

3.7.4 Pensionable Salary increases 

Pensionable Salary has been assumed to increase at the rate of local inflation plus 0.5% pa for all 

sections.  This assumption should be a long term assumption not the expectation of salary 

awards over the period to the next actuarial valuation.  Over the long term salaries have tended to 

increase at a higher rate than inflation.  In addition promotional salary scales have been included. 

3.8 Changes in financial assumptions 

The change to the derivation of the discount rate assumption is set out in section 3.7.  The 

derivation of the other financial assumptions is unchanged from the previous valuation. 

3.9 Changes to post-retirement mortality assumption 

It has been agreed to adopt the latest published Self Administered Pension Schemes (SAPS) 

mortality tables (known as the “S2 series”) which are based on UK occupational pension scheme 

experience from 2004-2011.  These were the tables adopted at the previous valuation. 

 In order to allow for future improvements in mortality we have again used the latest available 

information which is a Mortality Projection Model published by the Continuous Mortality 

Investigation (CMI).  The current version of the model is known as “CMI_2016”.  The model takes 

recent rates of mortality improvements and blends them into a long-term rate. 

 We have suggested that a long term trend of 1.5% pa for the annual improvements in mortality 

rates for both males and females is a reasonable fit to past data. 

Our recommendation, which was accepted by the Policy & Resources Committee, was to update 

the post-retirement mortality assumptions to make use of the latest available information.  

Following analysis of the experience of the Fund over a 9 year period, our recommended 

assumption was: 

 S2 “Light” tables for teachers and GFSC and S2 “All” base tables for all other members 

(including dependants) with the following scaling factors: 

 Female teachers 80% 
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 Dependants 95% 

 All other members 100% 

 allowing for future improvements in line with the CMI_2016 Core Projections assuming a long-

term annual rate of improvement in mortality rates of 1.5% for men and women. 

The life expectancy at age 65 for a non-teacher currently aged 65 and for a non-teacher currently 

aged 45, at age 65, is set out below: 

 2013 valuation basis 

years 

2016 valuation basis 

years 

Male aged 65  22.1 22.2 

Female aged 65 24.9 24.1 

Male aged 45 24.3 24.0 

Female aged 45 27.2 26.0 

3.10 Changes to other demographic assumptions 

Following our recommendations, it has been agreed to adopt other demographic assumptions, 

some of which differ from those used at the previous valuation.  These have been based on an 

analysis of the experience of the Fund over the intervaluation period. 

3.10.1 Normal health retirements 

Different benefit categories have different Normal Pension Ages and the incidence of their 

retirements need to be considered separately.  Benefits are reduced by a cost-neutral factor 

should members choose to retire before their Normal Pension Ages.  Therefore, we need to 

consider whether retirements will occur beyond Normal Pension Age. 

Our analysis of Public Servants’ Final Salary Existing Members over the nine year period up to 

the valuation date showed that more members than expected retired at or before age 60.  We 

have revised the assumed incidences of retirement to allow for this experience.  We have also 

revised the assumed incidence of retirement for GEL members to reflect their experience. 

Retirement rates for the other groups were found to remain appropriate and so we have retained 

the same assumptions for this valuation. 

For Final Salary New Members, we have assumed members will retire at their Normal Pension 

Ages.  We have assumed CARE Transition Members will retire in line with the assumptions made 

for Final Salary Members.  We have assumed that all CARE New Members will retire at their 

Normal Pension Ages.   

3.10.2 Ill health retirements 

We have revised our ill health retirement assumptions to reflect actual experience over the 

intervaluation period.  The revised assumptions anticipate a lower number of ill health retirements 

over the next intervaluation period.  However, we have assumed that all ill health retirements 

would be on grounds of total incapacity, to reflect actual experience. 
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3.10.3 Withdrawals from service 

Our experience showed that for most sections the number of withdrawals has greatly exceeded 

the expected number based on the assumptions used for the 2013 valuation.  It is important not to 

overestimate the number of withdrawals.  We have retained the assumptions adopted at the 

previous valuation. 

We have assumed a lower percentage of members will opt to take a refund on leaving service.  

However, it is difficult to analyse the experience fully as the majority of members are yet to make 

a decision about their benefits. 

3.10.4 Promotions 

We have retained the salary scales which were adopted at the previous valuation. 

3.10.5 Family statistics 

At the 31 December 2013 valuation, we assumed that 85% of male members and 75% of female 

members were married at retirement or earlier death.  This is the standard assumption required in 

actuarial valuations for the purpose of the UK Pension Protection Fund and we have retained 

these assumptions. 

3.10.6 Commutation 

We have retained the assumption that members commuting their Final Salary pension will receive 

a lump sum equal to 75% of the maximum, to reflect actual experience. 

We do not have sufficient data to analyse the experience of the CARE section at this stage.  We 

have therefore adopted the assumption used to determine the cost of the benefit changes, that 

15% of the CARE pension will be commuted on retirement. 

3.11 Net effect of changes in assumptions 

Overall these changes increase the value placed on the Fund's liabilities compared with the 

previous valuation. 
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4. Results – Combined Pool section 
 

4.1 Funding position 

As noted in section 3.1, the funding objective is to bring the assets of each section of the Fund 

into line with the funding target.  We have therefore compared the market value of the assets in 

the Fund in respect of the Combined Pool section with the funding target as at the valuation date 

on the assumptions set out in Appendix D.  The chart below illustrates the result of this 

comparison at the valuation date along with that at the previous valuation date (on a 100% 

funding target).   
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Notes: Total liabilities includes an approximate value of the defined contribution account which is included in the assets.  

At the previous valuation, the GPL and GFSC Actuarial Accounts did not form part of the Combined Pool section. 

The Combined Pool section had a shortfall of £92,651,000 relative to the funding target of 

£1,329,202,000 and a funding level of 93.0%.  This shortfall has been assumed to relate to the 

Final Salary section.  As the CARE section has been in force for a short period of time (CARE 

Transition Members since 1 March 2016 and CARE New Members since 1 May 2015) and the 

contributions paid into the CARE section have been sufficient to cover the cost of benefits 

accruing, this is a reasonable assumption at this time. 

It is important to appreciate that the funding position is dependent upon the assumptions used to 

calculate the funding target.  If the assumptions are not borne out in practice, then the funding 

level will change.  Appendix E covers the key risks faced by the Fund. 
 

Term Definition 

Funding level This is the ratio of the value of the assets to the value of the liabilities on 

the chosen set of assumptions. 
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4.2 Future benefit accrual 

We have also calculated the Employer contribution rate for benefits expected to accrue to 

members in the future.  This is the rate of contribution that would normally be appropriate if there 

was no surplus or shortfall and the assets were exactly equal to the funding target. 

The overall Employer’s future service contribution rate on the basis of our assumptions is an 

overall rate of 12.6% of Pensionable Salary which includes an allowance for expenses of 0.25%.  

The corresponding rate at the previous valuation was 14.2%. 

The main reason for the decrease in the overall rate at this valuation is the change to the benefit 

structure.  The new structure consists of protected members continuing to accrue benefits in the 

Final Salary section, CARE Transition Members and CARE New Members.  These different 

sections each require different levels of Employer contribution rates and the overall contribution 

rate reflects the combination of rates depending on the mix of membership.  The cost of benefits 

accruing under the Final Salary section is higher than under the CARE Transition section, which 

is in turn higher than the cost under the CARE New section.  Over time, as more of the 

membership is made up of CARE New Members accruing lower cost benefits, the overall future 

service contribution rate is expected to fall (if assumptions remain unchanged). 

As discussed in section 3.4, under the new benefit structure there is a cost ceiling mechanism.  

However, the cost ceiling does not apply until the 31 December 2019 valuation. 

Additional contribution rates in excess of the basic Employer rate are required in respect of the 

special benefit groups.  These are summarised in Appendix F.  We have assumed that the 

additional rates for each of these groups will be maintained. 

4.2.1 Contribution rates required to be paid 

In practice, the assets of the Final Salary and CARE sections need to be separately identifiable, 

as increases to CARE Transition Members’ accrued benefits will depend on the funding position 

of the CARE section if inflation exceeds 7.5% pa.  Therefore, the overall Employer contribution 

rate needs to be split out for each section and paid separately, to cover the cost of benefits 

accruing in each section. 

The Employer contribution rate required to be paid to the Final Salary section is higher than for 

the CARE section due to the different benefit structure but also due to the different age profile of 

the section.  Generally, significantly higher contribution rates apply to higher ages than to lower 

ages.  As the Final Salary section is made up of older protected members, the rate applying to 

that section is significantly higher. The Employer’s future service contribution rate in respect of 

Final Salary section members is 20.9% of Pensionable Salary, paid into the Final Salary section. 

This rate is expected to increase over time, as the Final Salary section is a closed group and the 

average age of the membership is expected to increase.  However, the size of the membership 

will reduce over time and the contributions are expected to reduce in monetary terms (eventually 

to zero). 

The Employer’s future service contribution rate in respect of CARE members is 10.2% of 

Pensionable Salary paid into the CARE section. 
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This rate is a combination of rates applying to members in the CARE Transition section and 

CARE New section.  There are various factors expected to influence how this rate will develop 

over time, as follows: 

 the average age of the CARE section is expected to increase, as the older protected 

members retire and are replaced by CARE members, which is expected to increase the 

CARE contribution rate over time 

 more and more of the CARE membership is expected to become CARE New Members 

rather than CARE Transition Members (as the CARE Transition section is a closed group) 

which will reduce the CARE contribution rate over time 

 the Normal Pension Age of the CARE membership will increase (eventually moving to 

age 70) which will reduce the CARE contribution rate over time. 

As these factors do not all act in the same direction, it is uncertain how the CARE contribution 

rate will change over the short term. 

If the assumptions are borne out in practice, the combined overall contribution rate of 12.6% of 

Pensionable Salary is expected to reduce over the long term, until all members are CARE New 

Members with a Normal Pension Age of 70. 

4.3 Eliminating the shortfall 

If the Employer contribution rate remains unchanged at an overall rate of 14.1% of Pensionable 

Salary, this would represent an overall rate of 12.6% of Pensionable Salary for all active members 

to cover the cost of future accrual of benefits (split 20.9% for Final Salary members paid into the 

Final Salary section and 10.2% for CARE members paid into the CARE section) and 1.5% of 

Pensionable Salary for all active members paid into the Final Salary section to reduce the 

shortfall of the Final Salary section revealed at 31 December 2016.  Under this approach and 

assuming the assumptions are borne out in practice, we would expect the shortfall of the Final 

Salary section to be eliminated in 34 years from the valuation date. 

If allowance were made for the spreading of the shortfall of the Final Salary section over the 

average future working lifetime of all current active members, a period of 15 years, the 

contribution rate required would be 3.3% of Pensionable Salary for all active members, resulting 

in a total overall contribution rate from the Employer of 15.9% of Pensionable Salary.  

Alternatively, fixed contributions could be paid over an agreed number of years to eliminate the 

shortfall of the Final Salary section. 

The fixed annual contributions which would be required to meet the shortfall of the Final Salary 

section if the contributions were spread over 5, 10, 15 or 20 years from 1 January 2017 (rather 

than spread as an addition to the contribution rate) are shown in the following chart. 
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5. Results – GEL Actuarial Account 
 

5.1 Funding position 

As noted in section 3.1, the funding objective is to bring the assets of each section of the Fund 

into line with the funding target.  We have therefore compared the market value of the assets in 

the Fund in respect of the GEL Actuarial Account with the funding target as at the valuation date 

on the assumptions set out in Appendix D.  The chart below illustrates the result of this 

comparison at the valuation date along with that at the previous valuation date: 
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Note: total liabilities includes an approximate value of the defined contribution account which is included in the assets 

The GEL Actuarial Account has a surplus of £3,508,000 relative to the funding target of 

£57,142,000 and a funding level of 106.1%.  This surplus has been assumed to relate to the 

Final Salary section.  As the CARE section has been in force for a short period of time (CARE 

Transition Members since 1 March 2016 and CARE New Members since 1 May 2015) and the 

contributions paid into the CARE section have been sufficient to cover the cost of benefits 

accruing, this is a reasonable assumption at this time. 

It is important to appreciate that the funding position is dependent upon the assumptions used to 

calculate the funding target.  If the assumptions are not borne out in practice, then the funding 

level will change.  Appendix E covers the key risks faced by the Fund. 
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5.2 Future benefit accrual 

We have also calculated the Employer contribution rate for benefits expected to accrue to 

members in the future.  This is the rate of contribution that would normally be appropriate if there 

was no surplus or shortfall and the assets were exactly equal to the funding target. 

The overall Employer’s future service contribution rate on the basis of our assumptions is 11.8% 

of Pensionable Salary which includes an allowance for expenses of 0.25%.  The corresponding 

rate at the previous valuation was 14.9%. 

The main reason for the decrease in the overall rate at this valuation is the change to the benefit 

structure.  The new structure consists of protected members continuing to accrue benefits in the 

Final Salary section, CARE Transition Members and CARE New Members.  These different 

sections each require different levels of Employer contribution rates and the overall contribution 

rate reflects the combination of rates depending on the mix of membership.  The cost of benefits 

accruing under the Final Salary section is higher than under the CARE Transition section, which 

is in turn higher than the cost under the CARE New section.  Over time, as more of the 

membership is made up of CARE New Members accruing lower cost benefits, the overall future 

service contribution rate is expected to fall (if assumptions remain unchanged). 

5.2.1 Contribution rates required to be paid 

In practice, the assets of the Final Salary and CARE sections need to be separately identifiable, 

as increases to CARE Transition Members’ accrued benefits will depend on the funding position 

of the CARE section if inflation exceeds 7.5% pa.  Therefore, the overall Employer contribution 

rate needs to be split out for each section and paid separately, to cover the cost of benefits 

accruing in each section. 

The Employer contribution rate required to be paid to the Final Salary section is higher than for 

the CARE section due to the different benefit structure but also due to the different age profile of 

the section.  Generally, significantly higher contribution rates apply to higher ages than to lower 

ages.  As the Final Salary section is made up of older protected members, the rate applying to 

that section is significantly higher. The Employer’s future service contribution rate in respect of 

Final Salary section members is 19.0% of Pensionable Salary, paid into the Final Salary section. 

This rate is expected to increase over time, as the Final Salary section is a closed group and the 

average age of the membership is expected to increase.  However, the size of the membership 

will reduce over time and the contributions are expected to reduce in monetary terms (eventually 

to zero). 

The Employer’s future service contribution rate in respect of CARE members is 9.8% of 

Pensionable Salary paid into the CARE section. 

This rate is a combination of rates applying to members in the CARE Transition section and 

CARE New section.  As the GEL Actuarial Account has closed to new members from 1 October 

2017, the average age of the CARE section is expected to increase, which is expected to 

increase the CARE contribution rate over time. 
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5.3 Allowance for surplus 

GEL is currently paying contributions of 11.5% of Pensionable Salary.  GEL could use some of 

the surplus in the Final Salary section to continue paying 11.5% of Pensionable Salary for Final 

Salary members.  This is not expected to use up a material amount of the surplus in the Final 

Salary section over the future average working lifetime of the current Final Salary active 

members, a period of 5 years.  The remaining surplus could be maintained as a prudent margin 

to help cover any adverse experience within the Final Salary section. 

A contribution rate of 9.8% of Pensionable Salary for CARE members is required to be paid into 

the CARE section. 
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6. Experience since the previous valuation 
 

6.1 Previous valuation 

6.1.1 Combined Pool section 

The previous valuation showed that the Combined Pool section had a surplus of £492,000 as at 

31 December 2013 relative to the chosen funding target at the time (90% in respect of benefits 

accrued to 31 December 2007 and 100% in respect of benefits accrued after that date).  

However, there was a shortfall of £82,109,000 relative to a target funding level of 100% of 

accrued benefits. 

The rate of Employer contributions in respect of future service accrual was 14.2% of Pensionable 

Salary.   

If the target funding level was 100% and the funding shortfall revealed was amortised over the 

average future working lifetime of the current active members, an increase of 4.1% of 

Pensionable Salary would have been required resulting in a total Employer contribution rate of 

18.3% of Pensionable Salary. 

In practice, Employer contributions remained at 14.1% of Pensionable Salary throughout the 

intervaluation period.  The additional contributions paid in respect of and by members of the 

special benefits groups have remained unchanged since the previous valuation, other than in 

relation to the CARE benefits introduced as part of the benefit changes. 

6.1.2 GEL Actuarial Account 

The previous valuation showed that the GEL Actuarial Account had a surplus of £3,365,000 as at 

31 December 2013. 

The rate of Employer contributions in respect of this section was 14.9% of Pensionable Salary in 

respect of future service accrual.  However, this rate was reduced by 3.4% of Pensionable Salary 

in order to spread the surplus over the average future working lifetime of the active members. 

Therefore the rate of contributions paid into the GEL Actuarial Account decreased from 14.6% to 

11.5% of Pensionable Salary with effect from 1 April 2015. 

6.2 Benefit changes 

As discussed in section 2.2, benefit changes have been introduced into the Fund during the 

intervaluation period. 

In addition, as discussed in sections 2.3 and 2.4, the GFSC and GPL Actuarial Accounts have 

been closed and the assets and liabilities have been transferred to the Combined Pool section. 

6.3 Financial development 

A variety of factors affect the financial position of the Fund, including investment returns, pension 

increases and pay increases and changes in the assumed level of inflation.  To illustrate the 

Fund’s financial development since the previous valuation, we have compared in the charts 

below: 
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 the investment return achieved on the Fund’s assets with the discount rate used to calculate 

the Fund’s funding target for the previous valuation; 

 the assumptions made at the previous valuation for pension and pay increases with the 

increases actually awarded; 

 the market derived implied inflation at the previous valuation with the market derived implied 

inflation at this valuation (used to set the discount rate). 

6.3.1 Investment return achieved compared with discount rate used 
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Over the three years since the previous valuation the rate of investment return achieved on the 

Fund was higher than expected. 

6.3.2 Pension increase experience 

 

2.9%

1.3%

0%

1%

2%

3%

4%

Assumed (pa) Actual (pa)

Teachers' Scheme

3.85%

1.70%

0%

1%

2%

3%

4%

5%

Assumed (pa) Actual (pa)

All Other Members

 
 

Average pension increases during the intervaluation period have been significantly lower than 

expected for both the Teachers’ Scheme and all other members.   
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6.3.3 Pay increase comparison 
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Average pay increases over the intervaluation period have generally been lower than expected.  

The expected pay increase figures shown on the above chart include expected promotional 

increases. 

6.3.4 Comparison of inflation rates 
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The market derived implied UK inflation at this valuation is broadly unchanged from the market 

derived implied UK inflation at the previous valuation. 

6.4 Change in funding position 

6.4.1 Combined Pool section 

At the previous valuation the Combined Pool section had a shortfall of £82,109,000 on the 100% 

funding target basis.  The funding position has therefore worsened by £10,542,000 since the 

previous valuation.  We have analysed the reasons for the change and indicated the impact of 
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each factor in the chart below. 
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£ millions  

The past service position has deteriorated mainly as a result of the reduction to the 

outperformance premium included in the discount rate, which has increased the value placed on 

the liabilities. 

In addition, there is a funding strain of £40m due to the change in approach for valuing members 

who have previously left service but whose benefits have not yet been processed.  As noted in 

section 2.6, we have included a very approximate additional funding reserve of £40m for the 2016 

valuation, which is an estimate of the value of preserved benefits within the Fund in excess of the 

value of member contributions for those members. 

There was also a funding strain of £22m due to unprocessed leavers reaching retirement age and 

retiring rather than taking a refund of their contributions. 

These funding strains have been mostly offset by a combination of the following key sources of 

experience profit: 

 higher investment returns than expected over the intervaluation period 

 lower increases to salaries and pensions than expected, due to the lower inflation 

experienced over the intervaluation period 

 more members than expected leaving pensionable service during the intervaluation 

period. 
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The transfer of the assets and liabilities from the GPL and GFSC Actuarial Accounts into the 

Combined Pool section were carried out using a valuation of the liabilities on a discount rate of 

UK RPI + 2.5% pa.  Therefore, there is no funding strain in respect of these transfers, as a result 

of moving to a discount rate of UK RPI + 2.5% pa for funding the Combined Pool section. 

In addition to the change in funding position, the funding risk on the 2016 proposed assumptions 

is lower than for the 2013 assumptions, as a lower discount rate has been used and so a lower 

investment return is required to be achieved in order to meet the funding target.   

6.4.2 GEL Actuarial Account 

At the previous valuation the GEL Actuarial Account had a surplus of £3,365,000.  The funding 

position has therefore improved by £143,000 since the previous valuation.  We have analysed the 

reasons for the change and indicated the impact of each factor in the chart below. 

 

-8 -6 -4 -2 0 2 4 6

Funding Surplus / (Shortfall) at 31 December 2013

Interest on previous surplus

Investment profit

Salary increases lower than expected

Pension increases lower than expected

Members leaving service

Increase to maximum lump sum limit

Changes to demograhic assumptions

Change to discount rate

Miscellaneous

Approximate additional liability for unprocessed leavers

Funding Surplus / (Shortfall) at 31 December 2016

£ millions  

The main reasons for the improvement in the past service position were: 

 actual levels of pay and pension increases granted since the previous valuation being lower 

than assumed, due to inflation being lower than expected. 

 investment returns being higher than assumed at the previous valuation. 

Some of these sources of experience profit have been offset by the reduction in the 

outperformance premium included in the discount rate which has increased the value placed on 

the liabilities.
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7. Summary and conclusions 
 

7.1 Summary of results  

A summary of the actuarial valuation results for each section of the Fund is as follows: 

 

 

Combined 
Pool 

GEL Actuarial 
Account 

Surplus/(shortfall) (92,651,000) 3,508,000 

Funding level (%) 93.0 106.1 

Overall future service contribution rate 

split as follows: 

 Final Salary section 

 CARE section 

12.6% 

 

20.9% 

10.2% 

11.8% 

 

19.0% 

9.8% 

The different sections of the Fund contain different benefit structures and age profiles and so the 

contribution rates that apply specifically to a section will be different and will change over time as 

the age profile changes.  Generally, significantly higher contribution rates apply to higher ages 

than to lower ages.  As the Final Salary section is made up of older protected members, the rate 

applying to that section is significantly higher. 

There is a cost floor and ceiling that applies to the overall Employer future service contribution 

rate (see section 3.4 for more details).  This will be used to assess the overall cost of pension 

provision for the entire membership of the Combined Pool and not just the cost applying to a 

group of members (eg Final Salary or CARE sections).  If the floor and ceiling had applied at this 

valuation then the overall cost would be above the floor and below the ceiling and no changes to 

future accrual or contributions would be required. 

The surplus/shortfall amounts shown above have been assumed to relate to the Final Salary 

sections of the Fund.  As the CARE section has been in force for a short period of time (CARE 

Transition Members since 1 March 2016 and CARE New Members since 1 May 2015) and the 

contributions paid into the CARE section have been sufficient to cover the cost of benefits 

accruing, this is a reasonable assumption at this time. 

7.2 Developments since the valuation date 

The method of deriving the financial assumptions effectively fixes the net discount rate (ie the 

discount rate net of the benefit increase assumptions).  This means that the value of the 

liabilities is not sensitive to changes to market conditions, whereas the assets still fluctuate with 

market conditions over time.  Therefore, the return on assets has a significant impact on the 

funding position over time.  The Policy & Resources Committee has advised us that the assets 

have been estimated to have returned approximately 11% from the valuation date to 

31 December 2017, which will have improved the funding position.  However, other factors may 

have had an impact on the funding position since the valuation date (such as membership 

movements) which will not be known until the next triennial valuation of the Fund as at 31 

December 2019. 
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7.3 Contributions – Combined Pool 

The Combined Pool section includes the Public Servants’ Pension Scheme and the Teachers’ 

Scheme and all the assets and liabilities transferred from the GPL Actuarial Account. In addition, 

we understand that the assets and liabilities from the Guernsey Financial Services Commission 

(GFSC) Actuarial Account were transferred to the Combined Pool with effect from 30 April 2017. 

We have allowed for this post valuation event within our valuation results, and have therefore 

included the GFSC Actuarial Account’s assets and liabilities within the results for the Combined 

Pool section. 

The current rate of Employer contributions being paid is an overall rate of 14.1% of Pensionable 

Salary.  This rate could continue unchanged and comprise an overall rate of 12.6% of 

Pensionable Salary for all active members to cover the cost of future accrual of benefits (split 

20.9% for Final Salary members paid into the Final Salary section and 10.2% for CARE members 

paid into the CARE section) and 1.5% of Pensionable Salary for all active members paid into the 

Final Salary section to reduce the shortfall of the Final Salary section revealed at 31 December 

2016.  Under this approach and assuming the assumptions are borne out in practice, we would 

expect the shortfall of the Final Salary section to be eliminated in around 34 years from the 

valuation date. 

If allowance were made for the spreading of the shortfall of the Final Salary section over the 

average future working lifetime of all current active members, a period of 15 years, the 

contribution rate required would be 3.3% of Pensionable Salary for all active members, resulting 

in a total overall contribution rate from the Employer of 15.9% of Pensionable Salary.  

Alternatively fixed contributions could be paid over an agreed number of years to eliminate the 

shortfall of the Final Salary section. 

Additional contributions are required in respect of the special benefit groups. 

7.4 Contributions – GEL 

GEL is currently paying contributions of 11.5% of Pensionable Salary.  GEL could use some of 

the surplus in the Final Salary section to continue paying 11.5% of Pensionable Salary for Final 

Salary members.  This is not expected to use up a material amount of the surplus in the Final 

Salary section over the future average working lifetime of the current Final Salary active 

members, a period of 5 years.  The remaining surplus could be maintained as a prudent margin 

to help cover any adverse experience within the Final Salary section. 

A contribution rate of 9.8% of Pensionable Salary for CARE members is required to be paid into 

the CARE section. 

7.5 Monitoring the Fund 

The next formal valuation is due to take place as at 31 December 2019 when the contribution 

levels will be reviewed.  Funding updates are produced on an annual basis. 
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Appendix A Legal and actuarial framework  

Overview 

This appendix sets out the background to the legal and actuarial framework under which this advice is 

issued. 

Rule 18 of the Fund’s Rules requires the Policy & Resources Committee to obtain regular actuarial 

valuations of the Fund. 

Scope of advice 

This report has been commissioned by the Policy & Resources Committee and is produced in compliance 

with the terms of the Client Agreement dated 13 April 2004 between BWCI Consulting Limited and the 

States of Guernsey and is solely for the benefit of the addressee.   

This report is confidential.  It should be considered in its entirety as parts taken in isolation could be 

misleading.  Unless express prior written consent has been given by BWCI Consulting Limited, this report 

should not be disclosed to or discussed with anyone else unless they have a statutory right to see it.  Any 

third party recipient who does not have a statutory right to see it will be required to sign a specific 

undertaking to BWCI Consulting Limited before consent can be given. 

Notwithstanding such consent, BWCI Consulting Limited does not accept or assume any responsibility to 

anyone other than the addressee of the report. 

Professional guidance requirements 

In our view, this paper complies with “Technical Actuarial Standard 100: Principles for Technical Actuarial 

Work” (“TAS 100”).  This is on the basis that: 

 this paper is read in conjunction with our preliminary results paper dated 17 August 2017; and our 

Assumptions paper on the actuarial valuation as at 31 December 2016 

 the Policy & Resources Committee of the States of Guernsey is the addressee and sole user of 

this advice. 
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Appendix B Outline provisions of the Fund 

The Fund has been established to provide for the payment of pensions and other benefits to or in respect 

of employees of the States of Guernsey who are either Public Servants or Teachers. 

The Fund in respect of Public Servants was established with effect from 1 October 1972 by The States of 

Guernsey (Pensions and Other Benefits) Rules, 1972, and has been subsequently modified by various 

Resolutions of the States of Guernsey. 

The Fund in respect of Teachers was established with effect from 1 January 1977 by the Teachers’ 

Superannuation (Guernsey) Regulations, 1978, and has been subsequently modified by a number of 

amendments.  This Fund was closed to new entrants on 31 October 2005.  Since that date new teachers 

join a separate section established in the Public Servants scheme.  The majority of members of the 

Teachers’ Scheme transferred to this new section. 

An Actuarial Account was established with effect from 1 October 2001 for Guernsey Post Limited in 

accordance with paragraph 1 of the Third Schedule to the States of Guernsey (Public Servants) (Pensions 

and Other Benefits) Rules.  This account closed on 31 July 2016 and all assets and liabilities were 

transferred to the Combined Pool on that date. 

An Actuarial Account was established with effect from 1 January 2002 for the Guernsey Financial 

Services Commission in accordance with paragraph 2 of the Third Schedule to the States of Guernsey 

(Public Servants) (Pensions and Other Benefits) Rules.  This account was closed to new entrants from 

1 January 2008 and closed to future accrual of benefits with effect from 1 July 2014.  All active members 

became deferred members at that date. The assets and liabilities of the account were then transferred to 

the Combined Pool with effect from 30 April 2017. 

An Actuarial Account was established with effect from 1 February 2002 for Guernsey Electricity Limited in 

accordance with paragraph 1 of the Third Schedule to the States of Guernsey (Public Servants) (Pensions 

and Other Benefits) Rules. 

By a resolution passed on 12 December 2007 the States of Guernsey amended the Rules of all sections 

to introduce a new tier of benefits for all sections that applies for all members who commence service on 

or after 1 January 2008.   

The States of Guernsey (Public Servants) (New Pensions and other Benefits) Rules, 2016 came into force 

on 1 March 2016 and introduced a new CARE structure.  Transitional arrangements apply to those 

members who were active members of the Final Salary section on 29 February 2016.  Members recruited 

after 1 May 2015 join the CARE section as CARE New Members.
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Appendix C Membership data 

Active members at 31 December 2016 
 

  Number Of 
Cases 

Total Pay 
(£ pa) 

Combined Pool Men 1,955 79,608,659 

Women 2,952 102,359,621 

GEL Men 158 6,446,931 

Women 23 921,064 

Total Men 2,113 86,055,590 

Women 2,975 103,280,685 

Deferred pensioners at 31 December 2016 
  

  Number Of 
Cases 

Amount of 
deferred pension

(£ pa) 

Combined Pool Men 304 2,125,166 

Women 312 1,479,644 

GEL Men 8 60,799 

Women 2 8,660 

Total Men 312 2,185,965 

Women 314 1,488,304 

Notes: Deferred pension amounts include revaluations up to the valuation date.   

There were also 1,328 former members at the valuation date whose benefits are not known.  

These members have been included in the liabilities as deferred pensioners using a very 

approximate calculation but they are excluded from the above summary. 

Pensioners at 31 December 2016 
 

 Number of 
cases 

Amount of pension 

(£ pa) 

Combined Pool Men 1,815 26,562,115 

Women 1,599 13,833,125 

Widowers 69 261,288 

Widows 475 3,040,195 

GEL Men 105 1,369,680 

Women 13 104,330 

Widows 12 93,566 

Total Men 1,920 27,931,795 

Women 1,612 13,937,455 

Widowers 69 261,288 

Widows 487 3,133,761 
 

Note: This excludes children’s pensions 
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Appendix D Assumptions for funding target 

A comparison of the assumptions adopted for the 2013 valuation and the 2016 valuation is set out below: 

 2013 valuation 2016 valuation 

Financial assumptions 

Discount rate  6.85% pa 

(UK inflation + 3.25% pa) 

6.05% pa 

(UK inflation + 2.5% pa)  

UK Inflation 3.6% pa 3.55% pa 

Guernsey inflation 3.85% pa 3.8% pa 

Salary increases in addition 

to a promotion scale 
4.35% pa 4.3% pa 

CARE revaluation N/A 3.8% pa 

Deferred pension increases 3.85% pa 3.8% pa 

Pension increases   

Teachers 2.9% pa 2.85% pa 

Public Servants 3.85% pa 3.8% pa 

Demographic and procedural assumptions 

Mortality before retirement AXC00 

Mortality in retirement   

- Base table S2 tables 

Light: female teachers, GFSC 

Middle: male teachers 

All: all other members 

(including dependants) 

S2 tables  

Light: teachers, GFSC 

All: all other members 

(including dependants) 

 

- Improvement factors CMI_2013  

 

CMI_2016  

 

-  Long term rate 1.5% pa 

- Scaling factors Female teachers  80% 

Dependants  95% 

Males non teachers 

(excluding GFSC) 110% 

All other members 100% 

Female teachers 80% 

Dependants 95% 

All other members 100% 

Retirement     

Age of retirement Age-related scales Updated age-related scales 

Proportion of ill health 

retirements due to total 

incapacity 

80% 100% 

Withdrawals Age related scales Age related scales 

 75% of Public Servants take a 

refund 

75% of GEL take a refund 

70% of Public Servants take a 

refund 

65% of GEL take a refund 
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 2013 valuation 2016 valuation 

50% of Teachers take a refund 

75% of Police/Fire take a refund 

35% of Teachers take a refund 

55% of Police/Fire take a refund 

Family statistics 85% males/75% females married at retirement or earlier death 

Males three years older than spouses 

Commutation   

Final Salary 75% of the maximum lump sum 75% of the maximum lump sum 

CARE N/A 15% of pension 

Expenses 0.25% 0.25% 

Death benefits 

There are no separate insurance arrangements for the Fund.  The cost of providing death benefits from 

the Fund is included in the contribution rates payable. 
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Appendix E Key risks and sensitivity analysis 

The primary purpose of funding is to provide members with more security for their pensions than if they 

relied on their employer to pay them directly.  However, the Fund faces some significant risks in relation to 

its funding position.  These risks remain in the Final Salary section and, although risk is reduced within the 

CARE section, some of these key risks remain in the CARE section, including investment risk.  Despite a 

scheme being funded, there is still the risk that the assets would not be sufficient to pay all of the 

promised benefits.  This appendix considers some of the key risks faced by the Fund. 

 

Key risks  

Funding approach If no additional contributions are made to remove the shortfall, it will 

increase unless there are other items of experience profit. 

Investment  The return achieved on the Fund’s assets may be lower than allowed for in 

the valuation. 

Inflation Salaries and pensions could increase at a higher rate than expected if 

inflation is higher than expected. 

Mortality Members could live longer than anticipated, for example, as a result of a 

medical breakthrough.  This would mean that benefits are paid for longer, 

resulting in higher liabilities. 

Sponsor covenant Although the Policy & Resources Committee can request additional 

support from the States if additional shortfalls materialise, the Fund has 

the ensuring risk of the willingness and ability of the States to continue to 

pay contributions to the Fund to make good any shortfalls. 

Options Members might exercise options resulting in extra costs that were not 

funded for.  For example, if members choose to commute less of their 

pension for tax free cash at retirement than allowed for in the valuation 

calculations, then this will result in higher costs for the Fund.  Another risk 

is that members retire earlier than assumed.   
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Funding approach risk 

If no additional contributions are paid to eliminate the shortfall of the Combined Pool section of the Fund 

then additional investment returns would be required (in excess of the discount rate). The following chart 

illustrates the investment return required over 5, 10 or 15 year recovery periods to meet the shortfall. 
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Investment risk 

The majority of the Fund’s liabilities are linked to inflation via either pension increases or pay increases.  

The assets that most closely match the Fund’s liabilities in terms of future cashflows are a combination of 

index-linked gilts and derivative instruments to match inflation-linked liabilities and fixed-interest gilts 

and/or investment grade corporate bonds to match the fixed liabilities. 

The Fund’s investments are mismatched because the Policy & Resources Committee has (having taken 

advice) chosen to invest some of the Fund’s assets in asset classes, such as equities, that are expected 

to produce higher future returns than gilts over the long term with the aim of reducing the contributions 

that would otherwise be required.  The more mismatched the investment strategy is, the greater the 

potential risks.  Equity markets can fall significantly and hence investing in equities exposes the Fund to 

the risk of falls in the funding level relative to accrued liabilities.  These risks are compounded where 

additional returns from equities are anticipated in the discount rate.  The Policy & Resources Committee 

will need to consider the States' ability to cope with the funding of the Fund in such situations.  

Alternatively, the future investment return on the assets may be positive, but insufficient to meet the 

funding objective.  The more mismatched the investment strategy is, the greater the risks. 

The return achieved on the Fund’s assets may be lower than allowed for in the valuation.  It is for the 

Policy & Resources Committee to decide upon the level of the investment outperformance to assume for 

the valuation calculations.  This will depend upon how much risk they are willing to accept for funding 

purposes.  To the extent that the expected funds are not achieved from the investment returns, they would 

need to be met from additional Employer contributions. 

The following graph illustrates the projected shortfall of the Combined Pool section of the Fund in terms 

of current prices, under different investment returns, highlighting how the shortfall increases if 

investments underperform.  It assumes no additional contributions are paid to meet the shortfall.  It 

should be noted that if the experience of the Fund is as expected in all respects and no shortfall 



Appendix E Key risks and sensitivity analysis (continued) 

 

BWCI Consulting Limited 34 CL2418688.4 

payments are made, the amount of the shortfall will increase over time.  If asset return only matches 

liability growth, the shortfall will grow in real terms (ie after adjusting for inflation). 
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Impact of adverse risks 

It is important for the Policy & Resources Committee to understand the situations in which shortfalls 

could arise, to form a view on the willingness and ability of the States to support the Fund, and to consider 

what actions to take if this view changes. 

To help the Policy & Resources Committee to understand the susceptibility of the funding position to 

these risks, we have considered the valuation results on a range of bases and the results are considered 

below. 

Risk factors 

In order to illustrate the sensitivity of the funding position, we have investigated the following risk factors 

on the funding target basis: 

Net discount rate:  this is the effect of lower than expected investment returns or a potential change to 

the discount rate net of inflation.  This could arise if there were a change in the expectations of future 

investment returns above inflation. 

Guernsey inflation:  this is the effect of Guernsey inflation exceeding UK inflation by a different level than 

expected over the long term. 

Pay increases:  this is the effect of pay increases exceeding Guernsey inflation by a different level than 

expected over the long term. 

Life expectancy:  this is the effect of a potential change in life expectancies, which is likely to arise due to 

new information becoming available eg new mortality tables being published.  While in theory this may not 

result in a step change (since it will emerge over time), in practice the impact will appear immediately as a 

result of changing the relevant assumption. 
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Retirement age:  this is the effect of all Final Salary section Existing Members retiring at their Normal 

Retirement Dates ie at age 50 for Police/Fire and at age 60 for all other groups.  The assumption in the 

valuation is that Police/Fire members will retire between ages 50 and 55 and that members in other 

groups will retire between ages 60 and 65. 

Commutation:  this is the effect of members commuting their pensions to receive a different lump sum 

than expected over the long term.  The assumption in the valuation is that members will choose to receive 

75% of the maximum lump sum on retirement from the Final Salary section and will commute 15% of their 

CARE pension. 

Risk modelling 

We have produced valuation results on a range of alternative assumptions to indicate how sensitive the 

results are to changing assumptions and the actual experience of the Fund.   

The results have been produced on the following alternative bases.  All results show the change from the 

assumption adopted for the valuation, with all other assumptions unchanged. 

1. the discount rate is set as UK inflation plus 2.0% pa (ie 0.5% pa lower) 

2. the discount rate is set as UK inflation plus 3% pa (ie 0.5% pa higher) 

3. the discount rate is set as UK inflation plus 4% pa (ie 1.5% pa higher) 

4. Guernsey inflation is set equal to UK inflation (ie 0.25% pa lower) 

5. Guernsey inflation is set equal to UK inflation plus 0.5% pa (ie 0.25% pa higher) 

6. general pay increases are set equal to Guernsey inflation (ie 0.5% pa lower) 

7. general pay increases are set equal to Guernsey inflation plus 0.25% pa (ie 0.25% pa lower) 

8. general pay increases are set equal to Guernsey inflation plus 0.75% pa (ie 0.25% pa higher) 

9. life expectancy from age 65 for current and future pensioners is one year higher 

10. Final Salary section Existing Members retire at their Normal Retirement Dates ie at age 50 for 

police/fire and at age 60 for all other groups. 

11. members do not exchange any part of their pension to receive an additional lump sum on 

retirement 

12. members exchange their pension to receive the maximum lump sum available on retirement 
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Comments 

These results show that the funding level is very sensitive to future investment market changes.  Reduced 

expectations of future investment returns could lead to an increase in the Fund’s shortfall and an 

increase to the contributions required. 

The primary reason for the possible volatility in the funding position is that the Policy & Resources 

Committee’s investment policy involves a deliberate mismatch between the Fund’s assets and liabilities, 

in the expectation that this will result in higher investment returns over the long term than a policy that was 

more matched. 

The results also show that, like many pension schemes, the Fund is susceptible to variations in future 

mortality experience.  In addition, the results show that the Fund is also susceptible to the increases in 

salaries and pensions and to the choices members make regarding their retirement, such as when the 

member retires and whether they will exchange pension for a cash lump sum. 

The scenarios considered are not “worst or best case” scenarios, and a combination of these events could 

either compound or (with a converse event) mitigate one another. 
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Appendix F Contributions in relation to the 

 special benefit groups 

Additional contribution rates in excess of the basic Employer rate are required in respect of the special 

benefit groups.  We have assumed that the additional rates for each of these groups will be maintained. 

A summary of the additional future service contribution rates applicable to each group is set out below. 

Special benefit groups 

 

Employer additional 
future service 

contribution rate 

% pa 

Final Salary Protected Members  

 Police and Firefighters  

  entrants on or before 31.10.91 +15% 

  entrants between 31.10.91 and 31.12.07 +10% 

 Police – entrants after 31.12.07 +6% 

 Fire – entrants after 31.12.07 +4% 

 Senior Police and Fire Officers – entrants before 01.01.08 +7% 

 Mental Health Officers – entrants prior to 01.12.98 +9% 

 Crown Officers  

  entrants on or before 31.10.91 +10% 

  entrants between 01.01.92 and  31.12.03 +9% 

  entrants after 1.1.04 +6.7% 

CARE Members 

 Police and Firefighters 

 

+4.5% 
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Appendix G States Members’ Pension Fund 

Actuarial valuation as at 31 December 2016 

We have carried out an actuarial valuation of the States Members’ Pension Fund as at 31 December 

2016.   

The valuation has been carried out using the same assumptions as the Superannuation Fund valuation 

which are summarised in Appendix D.  The results are based on the membership data supplied to us by 

the Policy & Resources Committee as at 31 December 2016. 

The States Members’ Pension Fund closed to the future accrual of benefits with effect from 1 May 2012. 

Developments since the previous valuation 

Since the previous valuation date there have been capital payments into the States Members’ Pension 

Fund amounting to £368,000 (£69,000 in 2014, £149,000 in 2015 and £150,000 in 2016). 

Shortfall 

The funding objective is to bring the assets of the Fund into line with the funding target.  We have 

therefore compared the market value of the assets of the States Members’ Pension Fund with the 

funding target as at the valuation date.  The results below include both the Old and New States 

Members’ Pension Funds.  The result of this comparison is as follows: 

 £’000 £’000 

Value of past service ongoing liabilities:   

Deferred pensioners 1,529  

Pensioners and dependants 3,919  

Funding target  5,448 

Market value of the assets  3,955 

Surplus/(shortfall)  (1,493) 

Funding level  72.6% 

The States Members’ Pension Fund has a shortfall of £1,493,000 relative to the funding target of 

£5,448,000 and a funding level of 72.6%. 

Change in funding position 

At the previous valuation the States Members’ Pension Fund had a shortfall of £1,819,000.  The funding 

position has therefore improved by £326,000 since the previous valuation.  This is mainly due to the 

capital payments into the Fund and the increases to pension rates being lower than expected.  This has 

been partly offset by the reduction in the outperformance premium included in the discount rate which 

has increased the value placed on the liabilities. 

Allowance for funding shortfall 

There is no requirement to make regular contributions to provide benefits in relation to future service as 

the Fund is closed.  Therefore, the shortfall will need to be met by capital payments.  If contributions 

continue at their current level of £150,000 per annum, the shortfall is expected to be eliminated over 15 

years from the valuation date (ie by 31 December 2031). At the 2013 valuation, contributions of £149,000 

per annum were expected to eliminate the shortfall over 25 years.  
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Special Benefit Groups 

Employer 
additional 

future service 
contribution 

rate 
%pa 

Final Salary Protected Members  

   Police and Firefighters  

      entrants on or before 31.10.91          +15% 

      entrants between 31.10.91 and 31.12.07          +10% 

      entrants after 31.12.07   Police          +6% 

                                              Fire          +4% 

   Senior Police and Fire Officers – entrants before 01.01.08          +7% 

      Mental Health Officers – entrants prior to 01.12.98          +9% 

      Crown Officers   

      entrants on or before 31.10.91          +10% 

      entrants between 01.01.92 and 31.12.03          +9% 

      entrants after 01.01.04          +6.7% 

CARE Members  

   Police and Firefighters          +4.5% 
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THE STATES OF DELIBERATION 
of the 

ISLAND OF GUERNSEY 
 

POLICY & RESOURCES COMMITTEE 
 

THE GUERNSEY FINANCIAL SERVICES COMMISSION: 
2017 ANNUAL REPORT AND ACCOUNTS 

 
 

Presiding Officer 
Royal Court 
St Peter Port 
Guernsey 
 
29th May, 2018 
 
Dear Sir 
 
1. Executive Summary 
 
1.1 The 2017 annual report and accounts of the Guernsey Financial Services 

Commission are hereby presented to the States in accordance with the 
Financial Services Commission (Bailiwick of Guernsey) Law, 1987, as amended. 

 
2. Recommendation 
 
2.1 The States are asked to decide whether they are of the opinion:-   
 

To note the annual report and accounts of the Guernsey Financial Services 
Commission for the year ended 31st December, 2017. 
  

3. Proposition 
 
3.1 In accordance with Rule 4(4) of The Rules of Procedure of the States of 

Deliberation and their Committees, it is confirmed that the proposition 
accompanying this policy letter is supported unanimously by the Policy & 
Resources Committee. 

 
 
Yours faithfully 
 
G A St Pier 
President 
 



L S Trott 
Vice-President 
 
A H Brouard 
J P Le Tocq 
T J Stephens 
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Functions, Structure and Corporate  62 
Governance and other Control Systems  
of the Commission 

This report, including the financial statements as required by section 18 of the 
Financial Services Commission (Bailiwick of Guernsey) Law, 1987 as amended 
(the Commission Law), is made in pursuance of section 6 of the Commission Law 
to the States Policy and Resources Committee and submitted for consideration by 
the States of Guernsey.

Note: Throughout this report the Guernsey Financial Services Commission is referred 
to as “the Commission”.  The Chairman and other members are referred to collectively 
as “the Commissioners” or “the Board”.
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Our Ship 

Towards the end of last year, Guernsey’s Lieutenant Governor 
hosted a meeting at Government House for long-serving 
Commission staff.  Whilst waiting for guests to arrive the 
Lieutenant Governor and I compared notes, he ex-Royal Navy, 
me ex-Merchant Navy.  We were both commenting on, and were 
struck by, the attitude and the pride crews have for the ships they 
sailed on.  We, in our different careers, had come across this time 
and time again and how the sense of belonging hugely contributed 
to the effectiveness, success and safety of that particular ship, 
almost regardless of the ship itself.

I want to hold up the concept of ‘our ship’ as an example of 
how the Bailiwick can improve its chances to get through these 
turbulent times and will continue to prosper well into the future. 
My association with Guernsey now extends to over 25 Years and 
over that period my experience has been mainly good, Guernsey 
has been a good place to do business with people who know what 
they are doing and are mostly good to work with.

However, over that period, the Guernsey business model has 
increasingly come under threat, with supra-national bodies 
and sovereign governments challenging the basis on which the 
economy of the Bailiwick operates.  In modern consultancy speak, 
the Target Operating Model (TOM) is experiencing head winds.  In 
2018 this will require mobilisation of the best resources the island 
can muster, working closely together for the prolonged wellbeing 
of ‘Our Ship’. 

Earlier this year, I was asked to speak to a Guernsey audience 
about the prospects for the Economy and for financial services in 
particular, 25/30 years into the future.  Making predictions is quite 
hazardous particularly when it involves the distant future, but one 
can have an opinion on what makes Guernsey strong and what is 
likely to threaten it.  What we can do is prepare and make the most 
of the attributes we have. 

In no particular order this is what I think makes us strong:
• We are in the right time zone, capable of straddling Asia, Europe 

and the USA market;
• We speak the preferred global language;
• There is a human scale of infrastructure;
• We have a flexible Common Law system, well equipped to deal 

with changing demands from new concepts and products;
• There is a skilled workforce; and
• We have an up-to-date technical infrastructure.

All powerful points, in particular when combined with strong 
regulation to international standards.  There are, however, also 
things we need to do to stay competitive.  It is my impression that 
we are not as proactive in getting business as we could be.  We 
are handicapped by our transport links not being as effective as 
we need them to be and the lack of Guernsey-owned companies 
and firms who fight the Guernsey corner.  This is where the island 
is currently falling short and this will need to be addressed; there 
are sacrifices to be made, but without them, we run the risk of the 
world passing us by. 

If we want to continue to play in the wider market (and we do), 
we need to ensure speed in our law-making processes.  Financial 
services products are increasingly behaving like perishable goods, 
they need to be harvested over increasingly reduced periods.  If we 
fail to do so, the moment will pass.

However, I remain optimistic.  There are big opportunities in the 
insurance sphere, providing cover for people and businesses in a 
riskier and simultaneously risk-averse world.  It is expected that 
provisions, and therefore premiums, for pensions will need to 
double from the current level of 4.5% of GDP to at least 9%, as 
governments struggle to provide for an ever-growing part of the 
population entering into old age.  Assets under management will 
have to increase substantially to reflect the low yields available and 
the desire to de-risk investments to protect investors, depressing 
returns even further.  The Bank of England forward yield curve is 
not expected to go above 2.5% over the next 40 years! 

Problems create opportunities; we do have the wherewithal to 
grasp these opportunities, but only if we work together with 
sufficient urgency to safeguard the prosperity of Our Ship.

Cees Schrauwers
Chairman

CHAIRMAN’S STATEMENT
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Risks

2017 was a year in which we came to appreciate that Brexit was 
a marathon, if not an ultra-marathon, rather than a sprint.  As I 
write in January 2018, it is still unclear to me whether the UK will 
leave the European Union to trade with it under World Trade 
Organisation rules; whether it will achieve something close to 
the Canada plus a bit deal which the Secretary of State for Brexit 
has said he desires following a transition period, or whether there 
might be an agreement containing some characteristics of the 
Norwegian model.  Firms in the Bailiwick will have doubtless 
considered the implications of Brexit by now, in as much as they 
are affected given the Bailiwick’s location outside the EU Single 
Market.  One area which I have been consistently alerted to by 
credible people as being important is that of contract certainty 
with respect to longer term derivative instruments.  Such 
instruments may form part of the portfolios of some entities in 
the Bailiwick.  Whilst we might assume that there will be some 
deal to make sure that there is contract certainty after March 
2019, given the economic interests of the UK and EU 27 are aligned 
in this matter, Bailiwick firms should work out if they or their 
counterparties would be affected if there were no agreement to 
guarantee contract certainty.

The Bailiwick’s implementation of its version of the General Data 
Protection Regulation is another important risk for firms to manage 
properly in 2018.  Across the EU, firms are working hard to work 
out how to implement it.  The Commission conducted remedial 
work with its archives in 2017 (scanning and sorting more than five 
million pieces of paper) to help bring us into compliance with the Data 
Protection (Bailiwick of Guernsey) Law, 2017 by the implementation 
deadline but the focus on the proper use of data and its security is 
only likely to become stronger and firms need to think about how 
legally compliant and otherwise well prepared they are.

Alongside legal compliance with data protection standards 
is the closely related issue of cyber security.  The removal and 
exploitation of data from Appleby’s offices in Bermuda provides 
a clear lesson to all of us of the potential attractiveness to malign 
individuals of personally sensitive data held by a number of firms in 
the Bailiwick.  Going forward the Commission will be liaising with 
the newly appointed Guernsey Data Protection Commissioner to 
ensure that we can both fulfil our regulatory objectives of helping 
ensure that the data of Guernsey firms is appropriately secure.  
The Commission retained the services of a “white hat” hacking 
firm in 2017 to test its own cyber defences.  We would urge boards 
to take measures to gain assurance that the data for which they 
are responsible is secure.  It will remain a notable risk for many 
Bailiwick firms.

The pace of change in financial services and technology services 
does not appear to decrease.  We would urge all boards to take 
measures to examine the robustness of their business models – 
ensuring they understand to what changes in technology and 
financial services they are vulnerable.  On a global basis, many 
financial services firms are finding business models which have 
provided robust shareholder returns for many years are under 
pressure for a variety of reasons.  It is surely better to look around 
and work out what is threatening you so that you have some ability 
to plan and pre-emptively react rather than wait until you have been 
pushed to the ground before struggling to get back on your feet.

Looking to new EU regulations, the implementation of MiFID II on 
3rd January 2018 was a major event for European markets.  It has 
been compared by some to the Big Bang of 27th October 1986.  
I think it is too early to tell whether it is an event of that magnitude 
but firms in the Bailiwick involved in investment activity would 
be well advised to work out what its implementation means for 
them.  They should not assume that the fact that Guernsey has 
not rushed to replicate all aspects of MiFID II does not mean that 
it will not affect them.

Before turning away from risks, I will mention two more which I 
think all financial services firms in the Bailiwick should consider – 
climate change and ageing.  Through various conversations with 
informed actors from outside the Bailiwick in 2017 I have detected 
a strong momentum to make green finance mainstream so as to 
realise the trillions of Green investment required to meet the Paris 
Climate Agreement’s goal of a much less carbon intensive global 
economy.  At the Commission we will continue to work with the 
States and industry to consider how the Bailiwick can best position 
itself with this now widespread agenda but firms should consider 
it both from a defensive and a business opportunity perspective.  
On ageing, other regulators have pointed out that ageing generally 
increases customer vulnerability.  In the West, we have more and 
more people who are over 75, an age at which vulnerability appears 
to markedly increase1.  All firms interacting with customers and 
investors should be conscious of increasing vulnerability amongst 
those with whom they interact commercially and the burden of care 
which that puts on them.  The Commission has not suddenly stopped 
believing that caveat emptor retains some validity but we wish to 
ensure that overly simplistic assumptions of capability do not lead 
to inappropriate product sales or ongoing relationship management.

Supervision and Authorisations

On the supervisory front, we continued to utilise our PRISM 
methodology to guide our supervisory activities.  These included 
publishing the results of our thematic work on:-
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1  See Understanding the financial lives of UK adults, (Financial Conduct Authority) October 2017
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• Governance, Risk and Compliance in Fund Managers and Fund 
Administrators;

• Pensions and their administration by Fiduciary firms; and
• Investment and long-term insurance practises.

In terms of novel developments, industry continues to make good 
use of our Innovation Soundbox to discuss regulatory aspects 
of new proposals with us to aid their well planned development 
within the Bailiwick.  Further to discussions in 2017, we agreed 
the use of blockchain solutions to aid administration in the funds 
and insurance sectors and will be watching the evolution of this 
technology with interest.  We also participated in two Trust and 
Company Service Provider (TCSP) colleges (meetings where a 
global TCSP is subject to discussion by all its national supervisors, 
enhancing supervisory effectiveness).  We regularly participate 
in equivalent colleges for banking and insurance groups but the 
constitution of these new colleges is a further indication of the 
maturity and sophistication of our TCSP supervision.

We have also taken the opportunity to integrate and enhance our 
work with firms on how to apply the law through seminars and 
business breakfasts etc. under the “Regulatory Self-Assurance” 
label.  We hope that, going forward, firms will continue to find 
these sessions helpful and that they will give material assistance 
to firms in determining the most appropriate way of meeting  
their legal obligations.
 
We continue to work to ensure that we meet our service standards 
for authorisations processes.  These standards are designed to 
give industry and professional services firms confidence that 
they can rely on Guernsey to authorise well considered proposals 
in good time.  We continue to request more information on 
incomplete proposals and will apply appropriate scrutiny in order 
to ensure that the Bailiwick’s reputation as a high quality domicile 
is preserved.

In terms of application volumes, 2017 saw overall applications rise 
by 13% relative to 2016 and by 18% relative to 2015.  This positive 
overall figure masks a more complex picture with lower levels 
of investment-related applications relative to 2015 and 2016, 
contrasted with very high levels of insurance applications with 
the 2017 insurance figure 14% greater than the combined total for 
2015 and 2016, perhaps helped by the clarity of the Commission’s 
new Special Purpose Insurer Rules.

We have seen a significant increase in online applications over the 
past three years with more than 8,500 online portal submissions 
made in 2017.  Our in-house software developers worked in 
conjunction with the authorisations team in 2017 to further 

develop our online services to enhance the capabilities of the 
system and the user experience.  

Policy Development

A number of pieces of policy work came to fruition in 2017:-

• Special Purpose Insurance Rules – effective January 2017;
• The new code of conduct for Authorised Insurance 

Representatives – effective April 2017;
• Pensions regulation with the Commission becoming the 

Bailwick’s pensions regulator as of July 2017; and
• Basel III liquidity reporting – effective July 2017.

Work continued on many other policy projects, in conjunction with 
the States and the Law Officers of the Crown.  A few highlights 
include:-

• The fine drafting of the legislation to implement the revision of 
the Bailiwick’s regulatory laws, further to the Policy Letter the 
States have approved.  We hope that we may be in a position to 
ask the States to consider passing these laws before the end of 
2018 to bring enhanced consistency, clarity and capability to the 
Bailiwick’s financial services legislation.

• Development of the proposed Lending, Credit and Finance law 
continued (designed to replace and update the Non Regulated 
Financial Services Business Law whilst better equipping the 
Bailiwick to manage some types of FinTech).  The Commission 
plans to submit a draft Policy Letter to the States of Guernsey 
for further consideration early in 2018.

• The development of the new Anti-Money Laundering and 
Countering the Financing of Terrorism handbook.  The 
development of the new rules and regulations within the 
handbook has required considerable finessing as we have 
worked to find the best way of implementing new important 
international Financial Action Task Force standards and the 
Recommendations of the Council of Europe’s anti-money 
laundering inspectorate (MONEYVAL) whilst making sure 
that the Bailiwick’s financial services sectors’ need for 
straightforward and workable processes for countering 
financial crime are accommodated.  As I write this in January 
2018, we believe that the main concerned parties have a good 
understanding of the best way forward and we look forward to 
taking this long-running project to fruition in 2018.

• The future of insurance solvency regulation taking into 
account the International Association of Insurance Supervisors’ 
2017 Kuala Lumpur agreement on the development of an 
International Capital Standard for internationally active 
insurance groups.
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• Work to evolve the Guernsey funds regime to ensure that it 
continues to offer the right combination of flexibility and 
quality to international investors.

We also, building on best practise from other regulators, 
published ‘Our Regulatory Framework’ – a guide to financial 
services regulation in the Bailiwick.  Read in conjunction with 
our publication on ‘Risk Based Supervision’ in Guernsey and this 
annual report, we hope that interested parties will be able to 
gain a clear understanding of how we endeavour to perform our 
regulatory duties.

Enforcement

The enforcement team had a busy year, dominated by a small 
number of long-running complex cases, some of which have 
not lent themselves to early settlement.  We continue to make 
considerable use of our Senior Decision Makers, three of whom 
were allocated to hearing active cases as the year ends.  At the 
beginning of the year we had 9 open cases.  At the end of the year 
we had 12 open cases. 

We concluded enforcement actions against:-

• a fiduciary firm for serious and systematic anti-money laundering 
failings, the non-registration of administered businesses under 
the Non-Regulated Financial Services Businesses Law when 
those administered entities fell within the scope of the law; 
failing to effectively administer loan companies; failure to 
properly identify and verify customers, missing obvious red 
flags and failure to remedy failings following a Commission 
inspection in 2015;

• a firm involved in fund management for failure to organise and 
control its internal affairs in a reasonable manner, failure to 
retain company records for at least six years and a serious lack 
of understanding by directors of their legal and professional 
obligations;

• an unlicensed individual for illegally providing a registered 
office by way of business.

Fortunately these cases are not emblematic of the wider Guernsey 
financial services sector but we continue to uncover pockets of 
poor practise which require action to protect consumers and 
investors and to create a fair marketplace for law abiding firms.

International Work

We sought to develop our links within the European Union 
during 2017 as well as maintaining our existing links with the 

UK regulators whilst providing technical support to the States 
in its interaction with the UK Government on financial services 
matters.  This involved running a workshop with the BaFin, the 
Federal German financial services regulator, participating in the 
European Securities and Markets Authority (ESMA) Conference 
as well as ongoing contact with the European Commission, the 
European Banking Authority and the European Central Bank.

Outside Europe, a highlight of our year was signing a memorandum 
of understanding with the China Insurance Regulatory 
Commission.  We now have operational MoUs with all three 
Chinese regulators which we believe to be helpful given they are 
often a prerequisite for significant financial services investment 
between jurisdictions.  We have also provided technical expertise 
to support Guernsey Finance events in London, the United States 
and China.

We provided support to the States of Guernsey on the Global 
Forum on Transparency and Exchange of Information for Tax 
purpose’s second round peer review of Guernsey as well as 
playing a part in the ongoing financial crime focused National Risk 
Assessment of the Bailiwick where Guernsey is being assisted by 
International Monetary Fund (IMF) consultants.

We commissioned Ian Towers (formerly a senior IMF inspector) to 
review the way in which we complied with international standards 
and shared his conclusions with senior politicians.  He reached 
positive conclusions about the compatibility of key aspects of 
our regulatory regime - such as our PRISM based approach to 
supervision - with international standards.  He highlighted the 
importance of the delivery of the Revision of Laws in helping to 
ensure that our legal powers match those required by revised 
international standards for financial services regulation. 

We have continued to play an active role in the Financial Action 
Task Force, the International Association of Insurance Supervisors, 
the International Organisation of Pensions Supervisors, the 
Group of International Financial Centre Supervisors, the 
Group of International Insurance Centre Supervisors and the 
International Organisation of Securities Commissions (hosting 
a meeting of its Committee 4 which focuses on international 
co-operation between regulators in September 2017).  By being 
an engaged international citizen we help to ensure that the 
Bailiwick’s reputable regulation is well understood by significant 
international counterparts who influence whether Bailiwick 
entities have access to their markets.  We also work to ensure that 
our voice is heard as new international standards are developed 
as these can have a positive or negative influence on the future of 
our financial services centre.

Director General’s Statement (continued)
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Internal Operations

We made a number of process enhancements internally in 
2017 – launching an intranet; reviewing and enhancing our data 
management in preparation for the implementation of the Data 
Protection (Bailiwick of Guernsey) Law, 2017; introducing Policy 
Governance Panels to enhance the quality of cross-Commission 
challenge on policy projects; and introducing regulatory 
focused internal assurance reviews to further quality assure our 
supervisory processes.

We continued to keep a close eye on headcount and made back 
office savings over the course of the year which allowed us to 
redeploy headcount to the policy, enforcement and pensions 
areas where our workload has been particularly taxing.

We continue to invest in cost-effective training, providing our 
people with development opportunities.  We also work to ensure 
that reward is clearly linked to operational performance and 
collegiate teamwork. 

Finances

As in 2016 we continued to live within our means.  We ran an 
operating surplus before exceptional items of £579,000 compared 
with £966,000 in 2016.  Stripping out the highly variable level 
of financial penalties imposed (down 76% in 2017), our overall 
operational income increased by 2% to £13.2 million.  On the 
expenses side of the Comprehensive Income Statement, staff 
costs increased by 2.4%, reflecting the January 2017 pay award 
which averaged 1.5% and the fact that the Commission ran closer 
to full complement in 2017 than in 2016.  Legal and professional 
expenses rose by £58,000, reflecting the cost of professional 
advice such as that contained in the Tower Review discussed above 
and ongoing spending on legal advice relating to enforcement 
matters.  In summary, a story of relative continuity compared with 
2016 in terms of operational income and expenditure.

The big change in our financial statements relates to the 
elimination of the Commission’s liability for employees of the 
Commission who were historically members of the States of 
Guernsey Pension Scheme.  As I discussed in my 2016 annual 
report, we had arrived at a position at the end of 2016 where the 
Commission had negative net assets because of adverse changes 
in the liabilities as calculated under the widely criticised FRS 102 
standard.  During the course of 2017, an agreement was reached 
which saw the States formally adopting the Commission’s 
liabilities in relation to members of the States Pension Scheme on 
the basis of a realistic valuation of the liabilities.  As accounting 

standards require the effects of this transaction to go through the 
Statement of Comprehensive Income, we have to present a rather 
extraordinary income statement this year showing a technical 
surplus running into several million (effectively reflecting the 
difference between the FRS 102 valuation of the pension liabilities 
and the realistic actuarial valuation of the liabilities) which bears 
little relation to our operating surplus discussed above.

As the Commission, following this transaction, has a reasonable 
level of reserves, we intend to run our finances on an approximately 
break-even basis going forwards rather than having to set fees 
with regard to having to re-build reserves to a prudent level.   
We will take into account the removal of this financial pressure 
upon us when setting 2019 fees later in 2018.  The Commissioners, 
Directors and I will continue to seek to run the Commission on 
an efficient basis, seeking best value through the continued use 
of the sound operational practises we have adopted over the 
previous five years.

Looking Ahead

In 2018 we will continue to work to ensure that we:-

1. Execute high quality risk-based prudential, financial crime, and 
conduct regulation;

2. Deliver high quality regulatory policy;
3. Protect and enhance the Bailiwick’s reputation and influence;
4. Manage finite resources effectively; and
5. Develop our people.

We will continue to be a risk-based, non-zero failure regulator 
because that approach is compatible with a free and prosperous 
society.  We will continue to strive to do that which is good and 
right for the Bailiwick whilst being realistic about our limitations 
and cognisant of the need for focus.  2018 will doubtless bring 
its own set of challenges, as previous years have done, but as 
is customary I would like to conclude by thanking all those who 
work with me at the Commission for their continued zeal to serve 
the common good and to do their best for the Bailiwick.  I also 
appreciate the support we receive from many in the States and 
in industry who understand the need for sensible, proportionate 
regulation and look forward to continuing to work with all of 
them in 2018 to deliver it.

William Mason
Director General
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Supervision

During 2017, we undertook 12 full risk assessments as part of our 
engagement with High, Medium High and Medium Low Impact 
firms.  In addition, we conducted 61 engagement meetings as 
well as a significant number of bespoke engagements with Low 
Impact firms the latter sitting alongside the notification regime, 
our work in reaction to triggers and, of course, thematic reviews.

We published the findings from our second thematic, entitled 
Governance, Risk and Compliance in November 2017.  The topic 
was chosen because a theme to emerge from supervision had 
been a weakness in the application of effective compliance 
monitoring arrangements.  Whilst conducted jointly with the 
Financial Crime Supervision and Policy Division, we concluded that 
separate reports would be more helpful for the financial services 
community.  It was pleasing to note that the Commission overall 
found a good governance, risk and compliance culture amongst 
the licensees sampled: 35 respondents to a questionnaire, ten of 
which were then visited by the Commission.  Notwithstanding 
that, the following areas for improvement were identified:

• Enhanced board oversight was required with respect to the scope, 
content and relevance of compliance monitoring programmes.

• Boards needing to be able to articulate their risk appetite for the 
taking on of new collective investment schemes.

• A few licensees not monitoring financial performance and key 
risk indicators.

• Some fund administrators not seeking to independently 
validate prices supplied by the fund manager.

• That whilst all licensees had a conflicts of interest policy in 
place, there was inadequate consideration of conflicts of 
interest by some fund administrators where they also provided 
directors to sit on the Board of the Scheme.

The Commission will be following up on the above thematic with 
fund administrators in 2018 via a series of regulatory self-assurance 
events on the latter two points in particular. The objective of the 
regulatory self-assurance events will be to engage with the sector 
over the Commission’s expectations of their role in ensuring and 
facilitating the appropriate discussion by the boards of funds over 
matters such as best practice for fund administrators in order 
to obtain some assurance on the prices supplied by the fund 
manager.  The events will also cover complaints, outsourcing and 
conflicts of interest. 

A further regulatory self-assurance event is planned to cover the 
online submissions portal.  The Commission hopes this will be 
helpful to the investment sector in identifying common errors 
or misunderstandings when completing the online submissions.   
For example, we were surprised at the number of instances over 
the last year that the submission of funds report and accounts 
incorrectly stated that there was no management letter/audit 
qualification when in fact there was one. The submission of 
correct information is something the Commission takes seriously 
and will monitor over the next period.

INVESTMENT SUPERVISION AND POLICY

DIVISION REPORTS
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Policy

The themes arising from our supervisory work in 2017 influenced 
our policy work and continue to inform it into 2018.  A consultation 
on changes to the Registered Collective Investment Scheme 
Rules, 2015 and the Prospectus Fund Rules received a high level 
of response and as I write in February 2018 the Commission is 
evaluating those responses.

Towards the end of the period we reflected on the Private 
Investment Fund and canvassed the views of a number of 
Managers who had signed the required declaration on a Private 
Investment Fund to see what mechanisms they relied upon in 
order to be able to do so.  The results of these enquiries helped 
inform an amendment to the declaration which we hope will be 
helpful in clarifying our reasonable expectations.

Internationally, we have continued to monitor the implementation 
of MiFID II and will work with the asset management sector in 
2018 to ensure that our approach to this important EU legislation 
remains appropriate. 

The policy of the imposition of conditions upon the late submission 
of Collective Investment Scheme accounts and accounts with 
qualified, disclaimed or adverse audit opinions, introduced in 
2016, continued to be implemented in 2017.  The main reporting 
submission date of 30th June saw the need for 11 condition notices 
to be issued, however, matters about which we had concerns were 
regularised in short order in each case and there was no need to 
impose any further conditions.  This area still remains a concern to 
the Commission and significant resource was committed to the 
monitoring of the receipt and subsequent review of the accounts 
and will be again 2018. 

Risk Outlook 

Emerging themes for the Commission include the transparency 
of management fees, cyber security and funds’ risk management 
during what is looking like a considerably more volatile year in the 
markets.  Other themes include the ongoing possibility of interest 
rates rising, and ensuing sterling and dollar volatility further 
catalysed by political events in the United States and ongoing 
Brexit negotiations between the EU and the UK. 

Emma Bailey
Director
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FIDUCIARY SUPERVISION POLICY AND INNOVATIONS

Supervision

‘Pension Arrangements in the Bailiwick’ was the focus of the 
Fiduciary Division’s 2017 Thematic Review.  Pension and gratuity 
scheme arrangements are of fundamental economic and social 
importance for long-term savings and adequacy of retirement 
income.  Our thematic review formed an important part of our 
fact-finding activities regarding the nature and scale of operations 
of firms providing services to pension and gratuity schemes in 
advance of the introduction of pension regulation and associated 
rules.  The thematic review included a review of the transparency 
of fees and charges to pension members and a review of the 
frequency of book keeping and recording of transactions; both 
essential components of pension provision and yet both areas 
of mixed practice at present.  As a result of the thematic review 
the Commission issued a consumer focused help sheet which we 
hope is a useful resource. 

In addition to the pension thematic questionnaire completed by 
51 Fiduciary licensees, and 8 thematic onsite visits, the Division 
undertook 13 engagement visits and 8 Full Risk Assessments.  
Visit themes included a focus on governance, specifically the role 

of dominant directors and the potential failure of other board 
directors to provide an adequate check and balance; a focus on 
operational risk, specifically with the continued trend for mergers 
and acquisitions the importance of the board not underestimating 
the integration and reporting challenges; and a focus on adequate 
professional indemnity insurance, specifically the need for firms 
to check and understand the detail of their policies and when a 
group policy is in place to understand the extent and limits of the 
particular local cover. 

The Commission continues to play an active role in the Group of 
International Finance Centre Supervisors (GIFCS).  A significant 
development during the year in this respect was the introduction 
of the concept of supervisory Colleges for Trust and Corporate 
Service Providers (TCSPs); Guernsey participated in both of the 
2017 Colleges and found them a valuable opportunity to compare 
notes with other regulators regarding specific fiduciary groups.

Policy

On 30th June 2017, the Fiduciaries Law was amended to include 
the formation, management or administration (and the provision of 
advice), in respect of defined pension and gratuity schemes, as a 
regulated activity.  This amendment, together with the introduction 
of pension rules, reflects a notable step in modernising the 
regulatory framework for private pensions in the Bailiwick. 

Licensed pension providers within scope of the legislation will be 
aware of the new obligations that they must adhere to within 
the pension rules.  These obligations include providing details 
of the scheme to the Commission, assessing the suitability and 
competence of any service provider to the scheme, providing 
details of complaints procedures, ensuring that the responsibilities 
of all relevant parties are understood and that all member-borne 
changes are reasonable.

Pension regulation is still in its infancy in the Bailiwick:  it is 
restricted to schemes within scope of the Law; the transition 
period for firms to comply with the rules runs until 30th 
September 2018; the Commission will start receiving annual 
scheme data from June 2019; and the Commission does not have 
powers to direct funding of a pension scheme.  Nevertheless, in 
2017 we laid the foundations for improving standards of investor 
protection – establishing Guernsey as a jurisdiction which has 
formal regulation of private pensions. 
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Risk Outlook

The Commission is conscious that key risks for 2017 and 2018 relate 
to data breaches and cyber security.  As a reminder, we expect 
directors to be able to demonstrate how they have assessed 
the cyber risks to their business and clients, and clearly explain 
the ways that risk is monitored, mitigated and controlled.  We 
anticipate that data hacks will continue to be a major threat in 
the year ahead, and recommend licensees plan and prepare (build 
and test contingency response plans) for when, rather than if, 
such an event occurs.  As a reminder, any serious or significant 
incident involving data loss, financial loss or denial of service type 
attacks, whether actual or prevented, should be reported to the 
Commission in a timely manner.  

The volume of global data reporting initiatives such as Beneficial 
Ownership, Common Reporting Standard (CRS), Base Erosion and 
Profit Shifting (BEPS) and the General Data Protection Regulation 
(GDPR), present immediate challenges of an operational nature 
to fiduciary firms who need to ensure their systems are adequate 
to cope with the requirements for onboarding and maintaining 
clients.  The joint Financial Crime and Fiduciary 2018 thematic review 

will focus on the Beneficial Ownership of Guernsey and Alderney 
legal persons, in recognition of the essential, substantial, role 
fiduciary licensees play in understanding the Beneficial Ownership 
of Bailiwick companies. 

Furthermore, the Bailiwick’s fiduciary firms will doubtless wish to 
be conscious of their tax obligations.

Innovation

The Innovation Soundbox continued to welcome all conversations 
and engagement during 2017.  The Soundbox seeks to provide 
a forum through which less conventional financial services 
propositions, often containing a technological element, can be 
discussed with the Commission before an application is formally 
submitted.  We find this allows us to get a better grasp of the 
entrepreneur’s intent whilst allowing us to offer guidance to the 
entrepreneur as to how to ensure that he or she applies for the 
right licences in an appropriate manner. 

Gillian Browning
Director

Alongside our continued support for the Innovation Soundbox, 
we prioritised resource to progress the Lending Credit and Finance 
(LCF) project, issuing a consultation paper between July and 
September, and building analysis of responses into a Policy Letter 
for consideration by the States of Guernsey. 
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INSURANCE SUPERVISION AND POLICY

Supervision

As a global insurance centre, the Bailiwick in 2017 continued to 
be affected by several global events.  Perhaps most significantly, 
severe weather, in particular in the southern states of the United 
States, certain Caribbean islands, and parts of Asia, meant that 
trigger events for the Insurance Linked Securities (ILS) catastrophe 
sector were activated in Guernsey as elsewhere.  Nevertheless, in 
terms of the alternative reinsurance market in general, premiums 
and capacity appear so far to have been largely unaffected; 
demonstrating the strength of global supply in this market.

Outside the ILS catastrophe sector, the Bailiwick’s life insurers 
continue to face global low interest rates, together with the 
attendant challenges; with most long-term insurance products 
now transferring investment risk to the policyholder rather than 
the insurer.

Globally, entities with long-term longevity obligations continue 
to seek mitigation in this area; and the Bailiwick as a jurisdiction 
continues to play its part in this process; not least through the use 
of the Incorporated Cell Company (ICC).  

More locally, the issues uncovered by the Commission during 
its day-to-day supervision tend to be idiosyncratic as opposed 
to representing global trends, as they depend on the particular 
firms examined in any one year.  Nevertheless, certain general 
supervisory themes emerged in 2017, these being:

• the need to protect clients and the business from cyber-attacks;
• the need to ensure that mind and management for insurance 

entities remain in Guernsey; and that outsourcing is adequately 
overseen; and

• the continuing debate around changing technology and its 
potential impact on current insurance business models.

In addition to the above, there were three innovations in 2017.  One 
was the arrival of a general re-insurer covering Chinese business 
– the first of its kind in Guernsey.  Another was the initiation by 
the Commission of a closer examination of insurance managers as 
part of a long-term plan to intensify supervision in this sector.  The 
latter reflects a desire by the Commission to supervise this sector 
more closely given its pivotal local role.  The last was the first use 
of distributed ledger technology by an ILS insurer in Guernsey.  

2017 aggregate figures are unavailable, given that many insurers 
have an end-December year-end and do not report until the end 
of the first quarter of 2018.  Nevertheless, in 2016 gross assets 
stood at £28.8bn (up on £23.9bn in 2015), net worth at £12.9bn 
(up on £11.5bn in 2015), and premiums at £5.5bn (unchanged 
on £5.5bn in 2015).  These figures reflect a hybrid local industry 
and can be materially influenced by business at the larger firms.  
However, they generally indicate business growth in the areas of 
catastrophic ILS, life, longevity and reinsurance. 

International insurer licences increased from 835 in 2016 to 853 in 
2017; largely due to new Protected Cell Company (PCC) cells.  This 
increase both reflected a re-structuring of current business and 
continued growth in ILS catastrophe business.
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Policy

In 2017, the Commission issued Special Purpose Insurer Rules to 
provide additional clarity to this sector around ILS and has since 
followed this up by allowing the use of contingent capital in 
certain defined circumstances.  Further, the Commission revised 
its ILS fee structure.

The Commission also issued a Discussion Paper on “Global and 
European Insurance Capital Standards”.  This paper considered 
the Bailiwick’s position in relation to the emerging International 
Association of Insurance Supervisors (IAIS) International Capital 
Standard and the European Union’s Solvency II Directive. Several 
issues and questions emerged and these will continue to be 
considered into 2018.

As Katherine Jane discusses in more detail in the Risk section of 
this report, in 2017 the Commission initiated a self-assessment 
process against regulatory standards, including the IAIS’ Insurance 
Core Principles.  As a result of this, the Commission in 2018 intends 
to develop policy further around, for example, stress-testing, 
reporting and disclosure.

The Commission continued to contribute to IAIS through 
membership of IAIS’s ExCo (on behalf of the IAIS offshore 
constituency), IAIS’ Financial Stability and Technical Committee 
(FSTC) and the Reinsurance Task Force.  Late in 2017, the FSTC 
was bifurcated and the Commission is now a member of one of 
its successors, the Policy Development Committee.  In addition, 
the Commission was an active contributor to IAIS’ developing 
approach to its own assessment of the Insurance Core Principles.

The Commission continued to chair the Group of International 
Insurance Centre Supervisors (GIICS), benefiting in 2017 from its 
mid-level training event in Bermuda. 

Risk Outlook 

In 2018, long-running but still key risks continue to exist around 
low interest rates and the search for yield, especially for life 
companies.  All insurers - though again in particular life companies -  
need to strengthen controls against cyber risk.  More specifically, 
captives should continue to take measures against the attendant 
risks of Base Erosion and Profit Shifting (BEPS); whilst alternative 
catastrophic reinsurers should ensure prompt pay-out where 
appropriate. 

Jeremy Quick
Director
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Supervision

As at January 2018, the IMF estimated global GDP growth for 
2017 at 3.7% - a strong and broadly based outturn.  UK growth is 
estimated to have been more subdued at 1.5%.

As at end December 2017, total liabilities of Guernsey banks stood 
at £119bn compared to £120bn a year earlier.  Third party deposits, 
that is deposits other than from banks, as at end December 2017, 
stood at £41bn compared to £46bn a year previously.  The latter 
figures reflect a structural change in third party deposits in the 
wake of a re-positioning of some private bank business in the 
Bailiwick.

Two licences were surrendered in 2017 bringing the number 
of banks in Guernsey to 23 at end-year.  The two groups that 
surrendered their respective licences continue to be present in 
Guernsey through other bank licences.  Full time equivalent staff 
was more-or-less static at 1,472 at end-2017.

In 2017, the topics generally preoccupying the Guernsey banking 
sector were the supply of mortgage finance, fintech, and ring-
fencing and resolution.

As in the UK, mortgage supply continues to be limited in 
Guernsey due to tight affordability criteria; but in Guernsey this 
is accentuated by structural barriers to cross-border lending. 
Guernsey retail banks were preparing themselves in 2017 for the 
future potential impact of Open Banking as well as continuing 
to adapt their business models to technological developments. 
Private banks similarly are preparing to face the challenge presented 
by robo-advice.  Ring-fencing plans came close to conclusion in 
2017 whilst resolution continued to be discussed in depth.  Several 
of these themes remain relevant for 2018 and beyond.

Policy

As part of its continuing implementation of Basel III, the 
Commission’s approach to the Liquidity Coverage Ratio and the 
Net Stable Funding Ratio went live in 2017 with all subsidiary 
banks adhering to the new requirements.  This means that Guernsey 
is now broadly compliant with all relevant Basel III requirements.

The Commission also undertook, on behalf of the States of 
Guernsey, a data gathering exercise on dormant accounts.

In 2017, the Commission continued to be active internationally; 
attending regulatory colleges and meetings of the Group of 
International Finance Centre Supervisors (GIFCS).

 As the Chief Risk officer discusses in more detail in the Risk section 
of this report, in 2017 the Commission undertook an assessment 
process against regulatory standards, including the Basel Core 
Principles.  Over 2018-2020, the Commission accordingly intends 
to develop policy on, for example, stress-testing, large exposures 
and disclosure.

BANKING SUPERVISION AND POLICY
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Risk Outlook

The outlook for banks looks better than it has for several years 
though profit margins in a low interest environment remain tight, 
not least for private banks.

Nevertheless, some risks might still upset this benign scenario.  
These risks include a failure by the authorities to bring about a 
return to a normal interest rate environment without undue 
market disruption, a sudden fall in UK commercial property prices 
and a continuing erosion in central London residential value.  If a 
hardening in the arteries of cross-border finance (upon which the 
Guernsey banking industry largely depends) continues, then this 
will also adversely affect the local banking sector. 

Operational risk continues to be an area of risk for Guernsey 
banks where continued diligence is especially required.  This is in 
particular around AML/CFT controls, cyber crime and outsourcing. 

Jeremy Quick
Director
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In 2017, the Conduct Unit continued to evolve especially in supporting 
the Commission’s approach to retail consumer issues.  This evolution 
attests to the importance attached by the Commission to conduct 
as well as prudential regulation. 

Examples of the Conduct Unit’s activities in 2017 are as follows:

• acting as the prime interface between the Commission, the 
Channel Islands Financial Ombudsman and, where appropriate, 
complainants;

• supporting the Commission’s ongoing initiatives around regulation 
of defined contribution pensions and consumer credit;

• acting as the focus point for external bodies connected to 
consumer interests such as the local Citizens Advice Bureau and 
Guernsey Trading Standards;

• developing the Commission’s website on consumer affairs 
including Frequently Asked Questions; and 

• contributing to the Commission’s and the industry’s approach 
to vulnerable customers.

Outside these ongoing activities, in 2017 the Conduct Unit 
spearheaded the Commission’s thematic on long-term insurance 
and controlled investments.  This thematic took the form of a 
questionnaire and onsite visits to selected firms.  In summary, 
the thematic demonstrated that,   although most firms displayed 
general compliance, there were still indications of a need to 
improve standards further for some firms in certain areas.  These 
areas were for example:

• explaining to policyholders the benefits that would be lost in a 
surrender of a life policy;

• ensuring that policyholders understand their capacity for loss 
and how this differs from their risk appetite;

• being transparent around fees, charges and remuneration; and 
• ensuring adequate staff training and competence levels.

Feedback and learning points on the thematic were delivered by 
the Commission to the industry through both written and oral 
means – at, for example, the Commission’s 2017 annual Industry 
Presentations.

Turning to general insurance intermediation, in 2017 the 
Commission issued a new Code of Conduct for Authorised 
Insurance Representatives (AIRs), following extensive consultation 
and outreach with the industry.  Several workshops were held for 
AIRs and compliance personnel after the introduction of the Code, 
attended by around 150 people, to highlight significant areas and 
the role of the Conduct Unit.  The purpose of the Code is to assist 
AIRs to deliver good and reasonable advice to the customer.

The Commission has decided that it will undertake a general 
insurance intermediaries thematic in 2018.  This will look at, for 
instance, whether firms make clear the previous year’s premium 
and that firms have no opt-out add-ons.

As part of the Commission’s regulatory self-assurance programme, 
the Conduct Unit held another one-day seminar in 2017.  This was 
attended by around 50 people and feedback was positive.  It also 
took part in the local roll-out of World Investor Week and 
participated on conduct issues at the annual meeting of the 
Group of International Insurance Centre Supervisors in London.

There were 36 licensed insurance intermediaries in 2017 (34 in 
2016) and 20 insurance managers (19 in 2016).

CONDUCT UNIT

Risk Outlook

In strictly local terms, intermediaries need to continue to 
improve their businesses around long-term insurance and collective 
investments along the lines indicated in the Commission’s 2017 
thematic.  General insurance intermediaries need to be prepared for 
the Commission’s general insurance intermediaries thematic in 2018.

Jeremy Quick
Director

In terms of wider issues, technological changes have the potential 
to affect, sometimes in a short timeline, current business models 
– for example through insurance comparison websites and robo-
advice.  Firms need therefore to think about how their business 
might change in relation to these developments.  Cyber-risk is 
another technology challenge; especially for client data security.
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Supervision

During 2017, the Financial Crime Supervision and Policy Division 
undertook onsite visits to 44 firms, 20 of which were carried out 
under its thematic review of the fiduciary sector which focused 
on firms’ financial crime governance, risk and compliance 
frameworks.  This topic had also formed the basis of the previous 
year’s thematic review of fund managers and fund administrators, 
the report of which was published in the second half of 2017.  We 
intend to publish the report on the fiduciary sector in the first half 
of 2018. 

Both thematic reviews focussed on smaller firms and the topic was 
chosen as weaknesses in compliance monitoring arrangements 
had been a theme to emerge from the Division’s supervision.  With 
regard to the funds sector, we found that firms generally had a 
culture of compliance, with compliance monitoring programmes 
covering a broad range of tests with regular reporting to the 
Board on the outcomes.  However, the principal theme to emerge 
from the review of the fund sector was a disconnect between the 
risks identified by the firm’s Board and the mitigation of those 
risks, which was most noticeable with compliance monitoring 
programmes that failed to take into account the money laundering 
and terrorist financing risks identified by the Board in the Business 
Risk Assessment.

There were also several instances within firms which had 
outsourced compliance functions to a third party compliance 
consultant using generic compliance monitoring programmes 
which had not been tailored to the firm’s business model and the 
financial crime risks associated with that firm.  It would therefore 
be advisable for Boards to periodically check that their monitoring 
arrangements focus on the areas identified as presenting higher 
money laundering and terrorist financing risks.

It was also encouraging to note that within the fund sector 
there is increasing use of automated systems as part of a firm’s 
monitoring controls which can enhance the firm’s capabilities 
for detecting suspicious activity or transactions as well as any 
connections with sanctioned parties.  This trend has also been 
identified in the thematic review of the fiduciary sector, indicating 
that many smaller firms across the sectors are investing in IT 
resources to strengthen their control environment.

Such investment in automated systems to monitor transactions 
and to screen against sanction lists is welcome, but it is crucial 
that, regardless of the sector, the firm’s compliance function 
understands how a system works and periodically tests its 
effectiveness.  There have been incidents when these controls 
failed, sometimes for long periods, because data was being pulled 
from corrupted or outdated data files or because rules or protocols 
had been deactivated or could be circumvented as a result of the 
way the system had been configured.

Where multiple systems are deployed within the processing of 
activities, such as payments, end to end testing of the process 
could highlight any unexpected outcomes.  Similarly, compliance 
testing should also be undertaken as part of significant IT systems 
upgrades. 

A number of the Division’s onsite engagements were undertaken 
jointly with another supervisory division, the findings from which 
generally continued to show that most firms are good at identifying 
and managing their money laundering and terrorist financing 
risks.  Nevertheless, a small number of firms were referred to the 
Enforcement Division for further investigation, whilst 4 firms 
were required, as part of risk mitigation programmes, to appoint 
a third party expert to review practices or quality assure that the 
firm in question had sufficiently remediated serious financial 
crime deficiencies.

FINANCIAL CRIME SUPERVISION AND POLICY
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FINANCIAL CRIME SUPERVISION AND POLICY

Policy

The principal project which dominated policy work in 2017 was 
the revision to the Anti-Money Laundering and Countering the 
Financing of Terrorism (AML/CFT) Handbook to bring it into 
line with the Financial Action Task Force’s (FATF’s) International 
Standards on Combating Money Laundering and the Financing of 
Terrorism and Proliferation and to address the recommendations 
made by MONEYVAL following its evaluation of the Bailiwick’s 
AML/CFT regime.  This culminated in a joint consultation with the 
Policy and Resources Committee on revisions to the Proceeds of 
Crime legislation and associated rules and guidance issued by the 
Commission in the Handbook.

Significant efforts to reach out to industry in the consultation 
process saw us speak to approximately 500 people on the 
proposed changes which resulted in 75 responses giving us 
valuable industry perspectives on the proposals.  For the second 
half of the year we have been giving careful consideration to those 
responses and how we can ensure that the revised measures are 
pitched at the FATF standards in what is the first major revision 
to the Bailiwick’s AML/CFT regime since 2007.  It is the intention 
for the revised Handbook to be issued in Quarter 2 of 2018 and for 
the legislation and associated rules to take effect in the second 
half of 2018.

A significant element of the FATF’s preventive measures within its 
revised International Standards will be met at the technical level 
by the Bailiwick when this work is complete.

During the second half of the year we also made a significant 
contribution to the Global Forum on Transparency & Exchange 
of Information for Tax Purpose’s assessment of Guernsey’s 
compliance with international tax standards on the exchange 
of information upon request.  This was in respect of the quality 
and availability of Beneficial Ownership information on Guernsey 
law trusts and companies which are administered here by the 
financial services sector.  The report on the assessment will be 
finalised by the Organisation for Economic Co-operation and 
Development during 2018.  We continued to provide input into 
the government-led National Risk Assessment which is assessing 
the money laundering and terrorist financing risk to the Bailiwick.

Internationally, we have represented the Group of International 
Finance Centre Supervisors on a joint FATF/Egmont Group project 
to report on the vulnerabilities linked to the concealment of 
Beneficial Ownership of trusts and companies.  Through this work 
we have sought to share the significant knowledge and expertise 
of GIFCS members, including Guernsey, in the area of AML/CFT 
supervision of the fiduciary sector.

Risk Outlook

As international standards on AML and CFT, Tax and Beneficial 
Ownership become increasingly conjoined, the effectiveness 
of the Bailiwick’s AML/CFT framework is likely to be subject to 
greater scrutiny by a number of international organisations.  Such 
scrutiny includes assessing how well firms apply customer due 
diligence measures and monitoring controls to their business.  
How well businesses apply the measures proposed in the revised 
Handbook will form an important part of future assessments of 
the Bailiwick’s regime.

Fiona Crocker
Director
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General

In 2017, the Enforcement Division received a small, but steady flow 
of referrals from the supervisory divisions involving cases where 
serious concerns were raised regarding corporate governance 
failings, conduct issues, or AML/CFT breaches of a significant 
nature.  The complexity of some cases led to a slight reduction 
in the overall number concluded in 2017, however, those are 
now at advanced stages and are expected to be progressed to a 
conclusion during 2018. 

Cases which were concluded in 2017 are detailed below.  They 
provide evidence of the Commission’s commitment to addressing 
any serious failings or misconduct.  Further details of the cases 
against regulated entities are to be found in the public statements 
on our website.  In our public statements we endeavour to be as 
informative as we can, explaining clearly how the law was broken 
and the consequences.

During 2017, the Commission took steps to appoint inspectors 
in one enforcement case.  This is a tool we do not use often but 
which can be very useful for supporting a firm in remedying 
failings and giving the Commission access to a specialist opinion 
on the failings.  As a general guide, we may well seek to appoint an 
inspector in circumstances where a licensee has been previously 
sanctioned, where repeat breaches have been identified from 
previous onsite visits, where serious or systemic issues have been 
uncovered or where a licensee simply refuses to adhere to the 
rule of law.  This is not an exhaustive list.  The Commission is also 
acutely aware of the cost to the licensee of appointing inspectors 
and does not take such action lightly.

In 2017, I represented the Commission on Committee 4 for the 
International Organisation of Securities Commissions (“IOSCO”); 
previously, this role had been undertaken by colleagues from the 
Investment Supervision and Policy Division.  It is an important 
Committee with over 114 member-countries.  IOSCO is the 
international body that brings together the world’s securities 
regulators and is recognised as the global standard setter for the 
securities sector.  IOSCO develops, implements and promotes 
adherence to internationally recognised standards for securities 
regulation with a focus on market abuse, market manipulation 
and insider dealing.  IOSCO explores best practice to enable the 

underpinning of regulatory standards by ensuring that there are 
appropriate global deterrents in place to offer the maximum 
protection to markets.  Our participation in Committee 4 helps 
us build confidence in Guernsey as a good quality jurisdiction for 
business and to exchange information across borders on troubled 
firms and individuals which operate internationally.

In January 2016, the States of Guernsey agreed to increase the 
maximum level of discretionary financial penalties which can be 
applied in cases where there have been serious breaches of the 
regulatory laws.  The necessary legislation (Projet de Loi) to give 
effect to the proposals was enacted on 13 November 2017.  The 
Commission has since published a schedule setting out bandings 
for the revised discretionary financial penalties.  It must be stressed 
that the schedule is only intended as guidance and as such must 
be read in conjunction with all relevant legislation including any 
regulations which are in force.  The increased penalties will only 
be applied in new enforcement cases which are commenced on 
or after 13th November 2017 and where the alleged breaches also 
took place on or after that date.

ENFORCEMENT
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ENFORCEMENT

Cases reported

The Commission made a successful application before the 
Royal Court this year seeking director disqualifications against 
individuals previously convicted of money laundering and 
regulatory offences.  This was part of our ongoing efforts to  
protect the public from those that seek to undermine the 
Bailiwick as an international finance centre.  We will continue to 
bring these applications on a case by case basis.

The Commission also dealt with a case of unauthorised business, 
in this instance providing registered offices to a small number of 
companies by way of business, in breach of the Fiduciaries Law.  
The Commission takes a firm approach as it is unfair for licensees 
to bear the costs of being licensed and complying with regulatory 
requirements when others do not.  Therefore, where the Commission 
finds that a person is conducting regulated activity without the 
appropriate license, it will respond accordingly. 

Detecting unauthorised business can be difficult as it naturally 
occurs outside the gaze of a regulator, but we do “police the 
perimeter” of financial activity in the Bailiwick and we achieve 
this with the assistance of our overseas colleagues and of course, 
most importantly, by those within industry who may highlight 
such instances to us.

A further case dealt with last year involved a local investment 
adviser as well as two overseas companies which were operated 
from the local investment adviser’s offices.  This case saw 
individuals purporting to be directors and acting on behalf of the 
two overseas companies including signing contracts when they 
were not, in fact, directors of those companies.  The individuals 
were also undertaking promotion and providing investment 

advice in Guernsey when they did not have a license to do so.  
One individual had been providing investment advice to clients 
over a number of years without making proper records of the 
advice being given.  This case also involved significant governance 
failings where, for example, board packs were never produced, 
minutes were never signed and there was a lack of challenge 
to a dominant person on the Board who was failing to run the 
enterprise appropriately.  For those individuals involved in this 
case, financial penalties and prohibitions were deemed both 
proportionate and necessary.

In another case involving a local fiduciary, serious failings were 
uncovered regarding insufficient client due diligence, inadequate 
monitoring of their clients and missing “red flags.”  The majority 
of those “red flags” involved clients who were taken on prior to 
the AML/CFT Handbook and Regulations coming into force and 
included one client who had changed his name, his nationality 
and his physical appearance without a clear rationale being 
documented as to the purpose for doing this.  Failing to constantly 
review, update and understand clients leaves not only the firm, 
but the Bailiwick, open to the real risk of reputational damage. 

Due to the failure of the licensee to also register three loan 
companies which they were administering as Non-Regulated 
Financial Services Businesses, until six years after the Law came 
into force, the Commission considered it appropriate to seek to 
appoint a third party firm as Inspectors.  But for the fact that the 
firm in question instigated an extensive remediation programme 
to address all of the serious deficiencies which had been identified, 
the penalties would have been more severe.



21 GFSC ANNUAL REPORT 2017   Enforcement

Outreach to Industry

We have continued to reach out to industry during 2017 particularly 
utilising opportunities for small, focussed group sessions.  The 
presentations we provided during the year enabled us to speak 
directly to client relationship managers, senior management and 
boards in large organisations where we were able to provide an 
insight into the types of serious cases we deal with, the process 
we adopt and our continuing efforts to be transparent, reasonable 
and proportionate in all that we do.

Simon Gaudion
Director

Given the success of our 2017 programme in building 
understanding of our work and the issues we discover, we 
envisage that our 2018 outreach programme will be delivered to 
a wider audience.

Whistleblowing Line

Calls to the whistleblowing line during 2017 included the 
expression of concerns about the conduct of certain senior staff 
of licensees and other general reports of poor business practices.  
The reports were reviewed by the Intelligence Unit and relevant 
information passed to the supervisory divisions for further 
consideration where appropriate. 

The whistleblowing line is 01481 748094.  There is also an email 
address which may be used: whisteleblower@gfsc.gg.
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In 2014, the Commission established a Panel of Queen’s Counsel 
who sit as Senior Decision Makers and determine the outcome of 
the Commission’s major enforcement cases.

For the first time since the creation of the Panel, as many as five 
cases were before a Senior Decision Maker during the calendar 
year 2017.  In consequence, each of the available Senior Decision 
Makers was engaged on a case at some point in the year. 

Two of the five cases were completed in the year.  The first of the 
cases involved unlicensed business carried on in the Bailiwick by 
an individual for which a fine and prohibition were imposed.  A full 
public statement was not legally possible because of limitation 
in the Commission’s powers to make public statements about 
unregulated individuals. The second case came to an end in the 
Summer with no imposition of a penalty or other sanction.

The other three cases were all still in progress at the year end.

At the start of the year the Panel had been reduced to six available 
Senior Decision Makers, with the appointment in December 2016 
of His Honour Malcolm Davis-White QC to judicial office in the 
North East of England.  In the course of the year, the effective 
strength was further reduced by two more to a total of four. 
Richard Millett QC was appointed in the Spring to be Counsel to 
the Grenfell Tower Tribunal of Inquiry, and he will as a result not 
be available for service as a Panel Member for the visible future. 
During the course of the year, Nicholas Peacock QC resigned from 
the Panel.  I am most grateful to each of them for their service in 
Guernsey as inaugural members of the Panel.

The working members of the Panel now comprise: 

• Glen Davis QC (England and Wales);
• Kirsty Hood QC (Scotland);
• Terence Mowschenson QC (England and Wales), and
• Leigh-Ann Mulcahy QC (England and Wales and Northern Ireland).

As a result of this reduction in numbers, the Commission proposes 
to run a selection process early in 2018 in order to select further 
Panel Members; and by the time of publication of this annual 
report it may be that the appointments will have been made.*

There were no proceedings during 2017 in the Royal Court, or in 
the Court of Appeal for the Bailiwick of Guernsey, relating to the 
work of the Panel.

A further training day was organised for the Panel in late 
September and one of the main items to be discussed was the 
Commission’s proposal to revise the 2014 Guidance on Decision 
Making.  This covers, among other things, the expected procedure 
to be followed by the Senior Decision Makers at the relevant 
stage of an enforcement case.  The new Guidance was thereafter 
adopted by the Commission on 26th October 2017 and is available 
on the Commission’s website.  All three outstanding cases are 
governed by the new Guidance.

The States of Guernsey have now passed legislation to increase 
the maximum penalties that can be imposed by the Commission 
in the event of a breach of regulatory requirements.  This new 
system will apply to cases commenced on or after 13th November 
2017 and where the alleged breach(es) also took place on or after 
that date.  So far, however, there is no case before a Senior Decision 
Maker to which the new penalty regime applies.

Michael Blair QC
President of the Panel of Senior Decision Makers

SENIOR DECISION MAKERS

*As of 19th April, four new appointments have been made.
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2017 has been a year of stability at the Commission with a 
relatively low level of supervisory turnover and a consistent risk-
based supervisory approach to all firms in the form of our PRISM 
model.  This has not, however, meant that our pace has slackened; 
during the year we have carried out over 35 Full Risk Assessments 
to our firms, held over 39 governance panels, raised over 100 Risk 
Mitigation issues with over 200 associated actions to address the 
risks identified; and dealt with over 13,000 alerts that were raised 
from a wide range of different sources.  This shows that even 
during a period of stability there are a range of different issues and 
risks for a regulator to address.  These include developing risks, for 
example cyber risk, ensuring that we continue to address risk in the 
most efficient and effective manner, and demonstrating that we, 
as the Bailiwick’s regulator, continue to meet international standards 
and expectations for a strong and sound regulatory system.

As mentioned in our 2016 annual report, the Commission decided 
to appoint an independent expert to assess our compliance 
with international standards and the expectations for financial 
regulators.  This assessment was carried out in the first part of 2017 
by Ian Tower, an ex-IMF inspector who reviewed our compliance 
with financial regulatory standards, including the Insurance Core 
Principles detailed by the International Association of Insurance 
Supervisors, the Banking Core Principles laid out by the Basel 
Committee on Banking Supervision, and the IOSCO Objectives 
and Principles of Securities Regulation.  We were reassured that 
whilst the output of the review highlighted a number of areas 
for development, these were either areas that we are currently 
working on, such as the revision of our regulatory laws,  or areas 
where international standards are currently developing so we 
are well placed to be in line with, but not ahead of current 
expectations.  Over the course of 2018 we will continue to work 
on our main projects and also consider the areas for development 
identified during the review.

A system or model is only good if it is used appropriately and any 
system requires continual monitoring to ensure that it is used 
as efficiently and effectively as possible, as well as delivering 
the desired outcomes, which in this case is a reduction in the 
regulatory risks for the Bailiwick of Guernsey.  To this end, during 
2017 the Risk Unit, like the second line of defence at any firm, has 
been carrying out a series of assurance reviews to ensure that we 
continue to follow our risk-based supervisory approach including 
making fair and consistent decisions across supervisory teams 
and divisions.  The output of these reviews has meant that we 
have been continually developing our processes and personnel 
to enable them to make clear risk-based decisions and challenge 
firms appropriately on how they manage the risks within their 
businesses.  This does not mean that we will always agree with 

a firm’s determination and mitigation of its risks, but rather that 
our supervisors will be able to have detailed conversations on the 
risks at a firm, including how it implements and monitors its own 
risk appetite, and the reasons for our potentially differing views. 

Finally, whilst there has been relatively little change in our 
supervisory teams or divisions, there continues to be development 
in the risks we face across all financial services sectors in the 
Bailiwick.  Risks, such as cyber risk,  continue to increase for all 
firms, in all sectors, and only with continued vigilance, training and 
preparation can we ensure not just that the probability and impact 
of an event occurring in the Bailiwick is reduced, but also that any 
events which may occur are dealt with swiftly and carefully.  As 
well as cyber risk there is also an ongoing risk in the number of 
changes and developments facing each of our financial services 
sectors whether these are from internal projects, business model 
challenges or international developments.  Firms need to ensure 
that they target their resources appropriately and understand 
their limits.  We will continue to review the risks faced by firms 
individually but in 2018 we will also consider the best methods to 
address these cross-sector risks in order to ensure we continue to 
meet our objective of protecting the reputation of the Bailiwick.

Katherine Jane
Chief Risk Officer

CHIEF RISK OFFICER’S REPORT
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The Authorisations Unit has continued to see a wide variety of 
application submissions being made to the Commission.  The 
diversity in submissions makes the Authorisations Unit an 
exciting and interesting area to work in.  On a day-to-day basis 
we have contact with potential and existing licensees, as well 
as representatives from the Bailiwick and UK legal sectors.  The 
array of skills and specialisms within the team ensures that we are 
able to effectively review the majority of submissions, enabling 
supervisors to focus on their core role of supervision.  The volume 
of submissions increased during 2017, as did the complexity of 
structures and business models we received.

The adoption of a risk-based approach to the assessment 
of application submissions and personal questionnaire (PQ) 
information has enabled the team to maintain a high quality and 
timely service when faced with increasing submission rates.  It 
also ensures that we focus on the issues which pose the greatest 
risk to the Bailiwick.  Overall, the volume of applications submitted 
to the Commission increased by 13% relative to 2016, with a total 
of 563 received during 2017.

It was a challenging year for the Investment sector with submissions 
slightly down in total on the previous year.  Encouragingly, we did 
see an increase in applications during the second half of the year, 
a trend we hope continues during 2018.  There were a number 
of innovative proposals reviewed during the year, including the 
licensing of the first investment Incorporated Cell Company (ICC) 
structure and a number of funds with unusual asset classes.

The Insurance sector had a buoyant year in 2017.  After consultation 
with industry the Commission issued ‘The Insurance Business 
(Special Purpose Insurer) Rules 2016’ which came into force 
on 1 January 2017.  These rules formalised the Commission’s 
expectations and requirements in relation to certain types of 
Insurance-Linked Securities (ILS) business, including reinsurance 
and catastrophe bonds.  The rules acknowledge that unlike 
traditional insurers these structures carry no risk-gap between 
their assets and liabilities and are fully collateralised.  The 
restructuring of this regime by the Commission, combined 
with our existing insurance expertise, contributed towards a 
significant increase in the number of applications in the first half 
of 2017.  Following the robust response of the ILS market to the 
devastating hurricane season, in what can be argued was the first 
substantive test of the ILS structures for catastrophe insurance, 
this increased level of applications was maintained in the latter 
part of 2017.  This trend should continue into 2018 as more firms 
enter the market and also become aware of Guernsey’s expertise 
and knowledge in relation to this particular structure.

Whilst Fiduciary licence applications have remained stable during 
the year, with a limited amount of consolidation balanced out 
by a number of new applications, the majority of the growth in 
submissions in this sector has been accounted for by an increased 
number of discretionary exemption applications.  The main drivers  
of this increase are unclear but is likely to include a growing 
awareness of the width of activities covered by our fiduciary laws,  
an increasing cross-over in activities between sectors as individual 
firms provide more services to their clients and more firms carrying 
out a regulated activity on an ancillary basis to their main role.  We 
will continue to monitor the reasons for these applications and 
ensure that the activities being exempted are appropriate.

The Authorisations Unit has continued to work closely with 
colleagues in all the supervisory divisions to utilise their specialist 
knowledge during the review of complex submissions.  The use of 
Authorisation Review Panels, the equivalent of Risk Governance 
Panels (RGPs) under PRISM, allow for consistent and fair decision 
making process.  The panels bring together a variety of expertise 
and experience to assist the Authorisations Unit in reaching high 
quality decisions.

Once again only a small number of applications did not proceed to 
the approval stage during 2017.  In 2016, over 96% of applications 
submitted were approved; in 2017 the figure was 95%.  Those 
applications which did not proceed were either withdrawn by 
the applicant or lapsed (i.e. our questions were never responded 
to by the applicant).  The approach taken by the Authorisations 
Unit to the assessment of applications can highlight weaknesses 
in business models and plans, which need to be addressed in 
order for applicants to demonstrate that they are able to meet the 
minimum criteria for licensing.  

Changes of controller for licensees have been a common theme 
during 2017; the review of a proposed change of controller 
for an existing licensee is an extensive piece of work for the 
Authorisations Unit and is often similar to the assessment of a 
new licence application.  The introduction of a fee for a change 
of controller in 2018 for two sectors initially, is a reflection of the 
amount of time which is required to assess these submissions.  
A small portion of licensed firms have changes of controller on 
a regular basis, whereas the ownership of the majority remains 
unchanged for extensive periods.  The new fee will ensure these 
review costs are borne by the appropriate licensees.  There has 
been a continued growth in private equity ownership of Bailiwick 
licensees with both divestment by existing shareholders and new 
entities or individuals making investments into the Bailiwick for 
the first time.

AUTHORISATIONS UNIT
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A total of 8,547 submissions were made through the online 
Personal Questionnaire (“PQ”) portal during the year, this was 
similar to 2016.  People are now familiar with the technology and 
are willing to engage with the Commission via our online services.  
There are still a number of individuals in prescribed positions who 
have yet to register on the online PQ portal and obtaining online 
personal questionnaires for these individuals will be an area of 
focus for the Authorisations Unit during 2018.

The online submissions portal was launched in October 2015 and 
during the first 15 months approximately 7,500 submissions were 
made.  During the last 12 months this figure has risen to 11,500.  The 
bulk of this increase in submissions is accounted for by the rise in 
online returns, last year nearly 10,000 returns were made online.  The 
provision of this information from industry enables the supervisory 
divisions to focus their attention on the areas which represent most 
risk to the Bailiwick.  Encouragingly, the number of calls and emails 
to the online services help desk is dropping at the same time 
providing some evidence that industry is becoming increasingly 
comfortable with navigating the Commission’s online services.

One of the major work-streams for the Authorisations Unit 
during 2017 was the introduction of the new regulatory and 
supervisory framework for the pension sector on 30th June.  
The extension of regulated activities under the Regulation of 
Fiduciaries, Administration Businesses and Company Directors, 
etc (Bailiwick of Guernsey) Law, 2000 to include the formation, 
administration and management of pension schemes and 
gratuity schemes meant that all current Fiduciary licence holders 
had to be contacted to ascertain if they were carrying out the 
newly regulated activities.  Confirmation of whether these 770 
entities and individuals were carrying out pension activities was 
obtained via the online submissions portal.  The Authorisations 
Unit provided formal confirmation to each licensee of whether 
the new regulated activities were included or excluded from their 
licence and then updated the Commission’s records accordingly.  

Staff members from the Authorisations Unit continued to meet 
with potential and existing licensees to discuss proposed and 
ongoing applications.  Meetings in advance of applications which 
involve innovative or new proposals are often beneficial and 
ensure that the application review process runs smoothly.  It is 
pleasing to note that overall the quality of application submissions 
to the Commission is improving.  The Authorisations Unit will 
continue to engage with applicants and industry to ensure that 
the authorisations process remains as effective and efficient as 
possible.  

Katherine Jane
Chief Risk Officer
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General

The Commission believes that with time the very recent past will 
be seen as a short age of great uncertainty and little turbulence.  
Quite an abnormal mix.  Geopolitical uncertainties remained 
high throughout the course of 2017 but volatility as measured 
by the Volatility Index (VIX) remained low throughout.  Events 
in early 2018 imply that mix is now changing and more normal 
levels of turbulence will return to global financial markets.  This 
naturally has implications for, inter alia, the relative profitability of 
trading strategies and portfolio allocations for investors.  In itself, 
however, it does not change underlying levels of systemic risk in 
the system, but it does increase the probability of material events 
materialising though by how much it would be foolhardy to say.

The policy response post-global financial crisis was on increasing 
the resilience of the system to systemic shocks at a cost perhaps 
to developing better methods of preventing the build up of risk 
in the system.  Within the Bailiwick, our response has included 
the implementation of the Basel III prudential standards for the 
banking sector and a risk-based capital standards regime in the 

insurance sector.  On the prevention front, with respect to global 
risks in the system.  There is little we here in Guernsey can affect.  
We are not a source of global risk generation.

Irrespective, systemic risks were reviewed during the course of 
the year by FINSTAC, the committee established by the States to 
provide a forum for ‘monitoring financial stability and coordinating 
policy responses’.  The source of exposure to global risks to the 
Bailiwick remained as they were when the IMF reviewed the 
Bailiwick in its Financial Stability Assessment Programme visit 
in 2010.  Then, as now, the main sources of risk to the banking 
sector were credit and counter-party risk.  The appropriate policy 
response remains ensuring firm-level prudential standards are 
maintained and leverage is monitored as much as is practically 
possible and desirable.  As part of its contribution to FINSTAC, 
the Commission plans to work with FINSTAC to develop a set of 
financial soundness indicators to help FINSTAC further develop its 
understanding of the Bailiwick’s economy.

Policy

Over the course of 2017, macro-prudential policy moved centre 
stage in the Brexit debate as awareness that, what are termed 
‘prudential carve outs’ (exclusions for financial services where 
significant prudential risk may exist), are standard clauses in 
free trade agreements.  Such clauses may obviously be used 
to excuse excluding most financial services from any future 
trade agreement between the UK and EU.  As outlined at the 
Commission’s annual Industry Presentations, numerous senior 
European policy makers have been very clear in public that they 
view maintaining European financial stability and integrity as one 
of their top concerns in the Brexit process.

In January, the FSB and IOSCO jointly published 14 measures 
to address structural vulnerabilities in the asset management 
industry (substantive progress on this has been hampered by 
a lack of consensus on a single definition of ‘leverage’).  Whilst 
the European Commission chose not to incorporate these FSB 
measures into its mid-term review of its Capital Markets Union 
programme (as many, including the ECB expected), in a rather 

provocative move, it did publish legislative proposals in June the 
European Market Infrastructure Regulation II (EMIR II) to give itself 
powers to require third country clearers to move euro transactions 
to within the EU27 where it considers systematic risks to be too 
high.  As a direct consequence, CityUK dedicated a complete 
chapter to this single issue in its September report outlining its 
proposals for services within a free trade agreement between the 
UK and EU27.

Whilst interesting, this specific aspect of the Brexit debate is 
perhaps only of little more than academic interest to us in the 
Bailiwick.  Keeping abreast of developments in the negotiations on 
free trade in services is of more practical and immediate interest.  
As is now better appreciated, regulation is the principal non-tariff 
barrier to cross-border trade in financial services and achieving 
what is now commonly known as mutual regulatory recognition 
(i.e. where both sides review and accept each other’s standards) is 
seen as the way to overcoming this barrier.

FINANCIAL STABILITY
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If achieved, how that is done in terms of agreed processes or 
criteria used for regulatory recognition within any UK/EU27 
agreement, has the potential to become a template for future 
international agreements, whether more broadly in a WTO 
context or just within future UK agreements (where there is the 
potential for the Channel Islands to be brought in scope).  Indeed 
any such template has the potential to be recycled or incorporated 

into UK national regime arrangements.  As such, understanding 
and keeping on top of developments will be to our economic 
interests.  Recognising this, the Commission maintained an 
active programme of engagement with senior figures in the UK 
regulatory sector.

Risk Outlook

Last year, the Commission suggested that the sources of global 
risks to the financial stability of the global economy remained 
depressingly constant:  excessive debt, the low interest rate 
environment and Chinese imbalances.  We also suggested that by 
far the most likely outcome would see the Commission expressing 
the exact same sentiments in twelve months’ time.  We believe 
we were half right.  Whilst our view remains unchanged, that 
these are the three greatest risks to global financial stability, we 
are less confident that the next twelve months will prove to be 
as benign.

In December 2017, the IMF stated it felt that Chinese debt levels 
pose a major risk to global financial stability (Chinese non-
financial corporate debt stands at 165% of GDP and its credit to 
GDP ratio is 25% above its long run trend) and called on Chinese 
policy makers to act.  At the end of 2017 and early in 2018, several 
ratings agencies queued to warn of risks in US corporate bond 
markets.  At the time of preparing this report in February, yields 

remain at sixty year lows, several rate rises are expected 
during the course of 2018 both in the US and UK.  Yet in Europe, 
demand for debt, fuelled by continuing quantitative easing of 
the ECB, showed little sign of abating.  Finally, the Commission is 
concerned with the scale of funds that have moved into Exchange 
Traded Funds (ETFs) and other passive investment products in 
recent times.  Often synthetic, our concern, to echo the point 
made above, is that given their scale, the risk in these markets has 
not been fully appreciated and may result in liquidity problems if 
there are continued attempts to move towards monetary policy 
normalisation in 2018.

All told, a potent mix, if as suspected, there is a general rise in 
turbulence across global markets in 2018.

Andrew Sloan
Director
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Human Resources:

Whilst our staff remain our greatest asset, we kept our headcount 
under review in 2017 and back office savings made in 2017 have 
once again allowed us to move more staff into front line regulation.  
Specifically for 2017, we have increased our enforcement, pensions 
regulation and policy development teams whilst remaining within 
our overall complement of 114.

The Graduate Programme continues to be a successful method 
of bringing in and supporting the development of young talent in 
the Bailiwick; in 2017, we received 73 applications and made two 
appointments.

We have continued to develop initiatives to ensure that our training is 
intelligent, coordinated and cost-effective as well as being engaging.  
For example, a programme of Technology, Entertainment and Design 
(TED) lunchtime talks introduces current and emerging issues such as 
crypto currencies, improves core skills such as critical thinking as well 
as covering broader issues along the lines of health and well-being at 
work.  A proportion of our essential core and annual training is now 
delivered via our intranet (through a programme called Net Consent) 
thus allowing us to re-allocate staff training time (which averaged 
5 days per staff member in 2017) to specialist  training across all our 
regulatory areas.

Financial Information

As the Director General explains in his section of the annual report, 
for the fifth year the Commission has returned an operational 
surplus although the amount is reducing.  Overheads, including 
an increase in our rent which was re-negotiated in 2017, have been 
contained and year on year expense rises have been minimal.  
As an example , salary costs increased by 2.4%, closely tracking 
inflation in 2017.  We have managed this through the thoughtful 
re-allocation of existing resources against our agreed operational 
and strategic objectives. 

Looking beyond this operational picture, the impact of the closure 
of the Commission’s separate actuarial account within the States 
superannuation fund can be seen across the Balance Sheet, the 
Statement of Comprehensive Income and the Statement of 
Reserves on the following pages of this report and it is this impact 
which I will now spend some lines explaining.

By way of background, in November 2003 an actuarial account for 
those members of the States Public Sector Pension Scheme (PSPS) 
employed by the Commission, was created within the States 
Superannuation Fund.  The assets continued to be integrated into 
and managed by the States of Guernsey, valued by BWCI actuaries 
and audited by the States auditors.

In 2017, the States and the Commission entered into discussions 
about whether concluding the actuarial account arrangement 
within the PSPS would be appropriate given that the scheme was 

closed to new contributions.  After appropriate actuarial and legal 
advice, agreement was reached to conclude the arrangement.

It is important to state at this juncture that the contractual 
entitlement of Commission Scheme deferred and pensionable 
members to pension and benefits is unaffected by the closure 
of the actuarial account.  This is because, as confirmed by the 
States Treasurer in October 2002, all pensions would be paid from 
the States Superannuation Fund and furthermore, the States 
guaranteed to the Commission in 2002 that any shortfall in this 
fund would be made from the States General Revenue account. 

From an accounting perspective, due to the transfer and closure of 
the Commission’s actuarial account, the resultant settlement has 
removed the net pension liability from our balance sheet.  Going 
forward, our financial statements should be simpler.

Looking at the vapour trail of this across the Statement of 
Comprehensive Income, and noting that all settlement calculations 
are based on the position as at 30 April 2017, it can also be seen that 
the FRS 102 net interest charge on our liabilities, relating to the defined 
benefit pension scheme, showed a £196,000 positive movement.  

Further details are in the accompanying notes from pages 36 to 46.

CHIEF OPERATING OFFICER’S REPORT
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Communication and Information Systems: 

One of our aims is to improve our outward facing systems 
to ensure that our licensees have a good experience in their 
interaction with the Commission, as well as ensuring that 
data from our online submissions is accurately and succinctly 
transposed into PRISM, our supervisory system.  This ensures 
that all our data and the information and knowledge that we 
create from that data is accurate, relevant and readily available 
to our supervisors.  2017 saw the establishment of a Development 
Prioritisation Committee, which brought together providers and 
users of our core information systems to, as the name suggests, 
prioritise development work.

For example, during 2017 we completed a significant amount 
of development work on our online Personal Questionnaire 
portal to refine the processes surrounding prescribed positions, 
appointments, directorships and withdrawals.  We have also 
completed notable improvements to the back-end of online forms 
to improve their interaction with PRISM.  Overall, predominantly 
using our in-house resources, five new bespoke online return 
forms have been created this year: four to support fiduciary 
supervision and one specifically to encapsulate the new pensions 
regulation regime.

Our attention to information security and data management is 
now routine.  In addition to planned rotational IT external audits, 
a cyber audit was undertaken in 2017 by a UK professional services 
firm.  It concluded that the Commission had a ‘mature and well-
rounded security programme’.

Although already in a strong position, we have continued to 
prepare for the incoming Data Protection (Bailiwick of Guernsey) 
Law, 2017 which will take effect in May 2018.  Our preparations 
included revisiting our Data Protection and Retention policies and 
digitising our archives. 

Stephen Cole
Chief Operating Officer
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Independent auditor’s report to the Commissioners of the
Guernsey Financial Services Commission

Opinion

We have audited the financial statements of the Guernsey 
Financial Services Commission (the ‘Commission’) for the year 
ended 31 December 2017 which comprise the Statement of 
Comprehensive Income, the Statement of Reserves, the Balance 
Sheet, the Statement of Cash Flows and notes to the financial 
statements, including a summary of significant accounting 
policies.  The financial reporting framework that has been applied in their 
preparation is applicable law and United Kingdom  Accounting 
Standards including Financial Reporting Standard 102; The 
Financial Reporting Standard applicable in the UK and Republic of 
Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

• give a true and fair view of the state of the Commission’s affairs 
as at 31 December 2017 and of its surplus for the year then ended;

• are in accordance with United Kingdom Generally Accepted 
Accounting Practice; and

• have been properly prepared in accordance with The Financial 
Services Commission (Bailiwick of Guernsey) Law, 1987.

Basis for opinion

We conducted our audit in accordance with International 
Standards on Auditing (UK) (ISAs (UK)) and applicable law.  Our 
responsibilities under those standards are further described in the 
‘Auditor’s responsibilities for the audit of the financial statements’ 
section of our report.  We are independent of the Commission in 
accordance with the ethical requirements that are relevant to 
our audit of the financial statements in Guernsey, including the 
FRC’s Ethical Standard, and we have fulfilled our other ethical 
responsibilities in accordance with these requirements.  We 
believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion.

Who we are reporting to

This report is made solely to the Commission.  Our audit work has 
been undertaken so that we might state to the Commission those 
matters we are required to state to them in an auditor’s report 
and for no other purpose.  To the fullest extent permitted by law, 
we do not accept or assume responsibility to anyone other than 
the Commission as a body, for our audit work, for this report, or for 
the opinions we have formed.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in 
relation to which the ISAs (UK) require us to report to you where:

• the Commission’s use of the going concern basis of accounting 
in the preparation of the financial statements is not appropriate; 
or

• the Commission has not disclosed in the financial statements 
any identified material uncertainties that may cast significant 
doubt about the Commission’s ability to continue to adopt 
the going concern basis of accounting for a period of at least 
twelve months from the date when the financial statements 
are authorised for issue.

Other information

The Commission is responsible for the other information.  The 
other information comprises the information included in the 
annual report other than the financial statements and our 
auditor’s report thereon.  Our opinion on the financial statements 
does not cover the other information and, except to the extent 
otherwise explicitly stated in our report, we do not express any 
form of assurance conclusion thereon.  In connection with our 
audit of the financial statements, our responsibility is to read 
the other information and, in doing so, consider whether the 

INDEPENDENT AUDITOR’S REPORT
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other information is materially inconsistent with the financial 
statements or our knowledge obtained in the audit or otherwise 
appears to be materially misstated.  If we identify such material 
inconsistencies or apparent material misstatements, we are 
required to determine whether there is a material misstatement 
in the financial statements or a material misstatement of the 
other information.  If, based on the work we have performed, 
we conclude that there is a material misstatement of this other 
information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of the Commission for the financial 
statements

As explained more fully above, the Commission is responsible 
for the preparation of the financial statements which give a true 
and fair view and for such internal control as the Commission 
determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether 
due to fraud or error.

In preparing the financial statements, the Commission is responsible 
for assessing the Commission’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless it is inappropriate to 
presume that the Commission will continue to operate.

Auditor’s responsibilities for the audit of the financial 
statements

Our objectives are to obtain reasonable assurance about whether 
the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion.  Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with ISAs (UK) will always detect a material 
misstatement when it exists.  Misstatements can arise from fraud or 
error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of 
the financial statements is located on the Financial Reporting 
Council’s website at: www.frc.org.uk/auditorsresponsibilities. 
This description forms part of our auditor’s report.

For and on behalf of Grant Thornton Limited
Chartered Accountants
St Peter Port
Guernsey

4th May 2018
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FINANCIAL STATEMENTS

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2017

Note 2017   2016

£ £

Income

Fees receivable 13,147,710 12,934,718

Financial penalties imposed 13 136,500 573,375

Bad debts recovered 13 34,748 -

Interest receivable and similar income 83,673 116,240

Net change in investments measured at fair value through profit or loss 11 107,921  208,250

13,510,552 13,832,583

Expenses

Salaries, pension costs, staff recruitment and training (8,911,156) (8,700,111)

Commissioners’ fees (273,654) (235,433)

Legal and professional fees (536,824) (478,505)

Premises and equipment, including depreciation and dilapidations (1,817,448) (1,793,084)

Other operating expenses (1,282,658) (1,279,431)

Bad debt provision expense 13 (101,636) (371,421)

Auditor’s remuneration (8,250) (8,750)

(12,931,626) (12,866,735)

Surplus before net gain on pension scheme 578,926 965,848

Other pension costs 7(b) (137,856) (333,818)

Gain on settlement of defined benefit pension scheme 7(b) 14,172,606 -

Surplus for the financial year 14,613,676 632,030

Other comprehensive income

Re-measurement of net defined benefit liability 7(c) 761,080 (5,794,164)

Total comprehensive (loss)/income for the year 15,374,756 (5,162,134)

The notes on pages 36 to 46 form an integral part of these financial statements
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The notes on pages 36 to 46 form an integral part of these financial statements

STATEMENT OF RESERVES

For the year ended 31 December 2017

Note 2017 2016

£ £

Opening reserves (2,294,873) 2,867,261

Total comprehensive income/(loss) for the year 15,374,756 (5,162,134)

Balance at 31 December 2017 13,079,883 (2,294,873)

2017 reserves are stated after the accumulated pension liability of £14,916,656, as at 31 December 2016, was extinguished as at 
30 April 2017 - see note 7(a).
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Note 2017 2016

£ £

Fixed assets

Tangible assets 4 2,891,857 3,303,982

Current assets

Debtors and prepayments 5 603,494 679,690

Short-term deposits  10 6,759,004 6,110,473

Investments  11 3,298,894 3,190,973

Cash at bank and in hand 10 1,532,839 659,059

12,194,231 10,640,195

Current liabilities

Creditors – amounts falling due within one year 6 (1,770,236) (1,124,298)

Net current assets 10,423,995 9,515,897

Non-current liabilities

Provisions for liabilities 14 (235,969) (198,096)

Net assets before post-employment benefit liability 13,079,883 12,621,783

Post-employment benefit liability 7(a) - (14,916,656)

Net assets/(liabilities) 13,079,883 (2,294,873)

Total reserves 13,079,883 (2,294,873)

The Financial Statements on pages 32 to 46 have been approved by the Commissioners and signed on their behalf on 4th May 2018 by:-

BALANCE SHEET 

As at 31 December 2017

C Schrauwers
Chairman

R Moore
Vice-Chairman

W Mason 
Director General

The notes on pages 36 to 46 form an integral part of these financial statements
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Note 2017 2016

£ £

Cash flows from operating activities

Surplus for the financial year 14,613,676 632,030

Adjustments for:

Defined benefit pension scheme:    

    Gain on settlement of pension scheme 7(b) (14,172,606) -

    Contributions to pension scheme 7(e) (122,159) - 

    Pension scheme administration costs 7(e) 1,333 4,000

    Other pension costs 7(b) 137,856 333,818

Depreciation of tangible fixed assets 4 764,480 781,034

Loss on disposal of tangible fixed assets 4 8,461 2,678

Interest receivable (83,673) (116,240)

Unrealised gain on investment portfolio 11 (107,921) (208,250)

Decrease/(increase) in debtors and prepayments 76,196 (4,801)

Increase in creditors 645,938 47,214

Increase in provisions for liabilities 37,873 26,020

Net cash generated from operating activities 1,799,454 1,497,503

Cash flows from investing activities

Purchases of tangible fixed assets 4 (360,816) (354,423)

Interest received 83,673 116,240

Purchase of short-term deposits 10 (648,531) (1,610,473)

Net cash from investing activities (925,674) (1,848,656)

Net increase/(decrease) in cash at bank and in hand 10 873,780 (351,153)

Cash at bank and in hand at the beginning of the year 659,059 1,010,212

Cash at bank and in hand at end of the year 1,532,839 659,059

STATEMENT OF CASH FLOWS

For the year ended 31 December 2017

The notes on pages 36 to 46 form an integral part of these financial statements
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The Guernsey Financial Services Commission (“the Commission”) is a Public Benefit Entity whose primary objective is to regulate the 
finance industry in the Bailiwick of Guernsey.  The reserves support the primary objectives of the Commission.  

1. Accounting policies

The financial statements of the Commission have been prepared in accordance with FRS 102, the financial reporting standard 
applicable in the United Kingdom and the Republic of Ireland.  

i. Presentation and functional currency
The financial statements are presented in pounds sterling.  The Commission’s functional currency is also pounds sterling. 

ii. Legal status
The Commission is a body corporate established under The Financial Services Commission (Bailiwick of Guernsey) Law, 1987.  The 
Commission’s operations are conducted from offices at Glategny Court in Guernsey.  The Commission has placed a member of 
staff in the Guernsey Finance office in Hong Kong.

iii. Preparation
The preparation of financial statements in compliance with FRS 102 requires the use of certain critical accounting estimates.  These 
financial statements have been prepared on a going concern basis.  The principal accounting policies which the Commissioners 
have adopted within that convention are set out below.  They have been applied consistently in dealing with items which are 
considered material to the financial statements of the Commission.

iv. Going concern
The Commission continues to meet its day-to-day working capital requirements through its bank balances and short-term deposits. 

 The following significant accounting policies have been consistently applied:

(a) Fees receivable
Fees are a combination of annual licence fees, application fees and late filing fees.  Fees payable by licensees and registrants 
are enshrined in law and set out on the Commission’s website, split by sector.  Fees receivable are accounted for on an accruals 
basis.  Income received prior to the 1 January invoice date for annual fees are treated as Fees in Advance, as part of creditors. 
A breakdown is shown in note 6.

(b) Financial penalties imposed
The Commission imposed financial penalties during the year under Section 11D (1) of the Financial Services Commission (Bailiwick 
of Guernsey) Law, 1987 as amended.  Financial penalties are recognised as income receivable when the decision is made and the 
public statement is placed on the Commission’s website.  When the circumstances of a debtor give rise to concerns over settlement, 
and/or payment is not made within 7 days of the financial penalty being imposed, consideration is given to raising a provision.

(c) Interest receivable
Bank interest is accounted for on an accruals basis.  Interest income received from fixed and notice deposits and certificates of 
deposit are also accounted for on an accruals basis.

(d) Investigation and litigation
Costs arising from investigation and litigation are accounted for as expenditure is incurred, whether or not it had been billed 
at the balance sheet date.  Such costs recovered from third parties are recognised in the year in which they are received. 
No provision is made for expenditure or recoveries which may arise in future years.
 

(e) Tangible fixed assets and depreciation
Tangible fixed assets are stated at historical cost less accumulated depreciation and any accumulated impairment losses. 
Historical cost includes expenditure that is directly attributable to bringing the asset to the location and condition for it to be 

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017
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capable of operating in the manner intended by management.  Depreciation on tangible fixed assets is calculated, using the 
straight-line method to allocate the cost of assets, less their residual value, over their estimated useful economic lives, at the 
following annual rates:

Leasehold improvements  over the shorter of the term of the lease and the estimated useful economic life of the assets
Office equipment  25% straight-line
Furniture and fittings over the shorter of 10 years and the estimated useful economic life of the assets
Computer equipment:
 Hardware  331/3 % straight-line
 Software over the shorter of 10 years and the estimated useful economic life of the assets

(f) Financial instruments (financial assets and financial liabilities)
i. Recognition

All financial assets and financial liabilities are recognised when the Commission becomes party to the contractual provisions 
of the instrument.  The financial assets and financial liabilities comprise of the following basic financial instruments: cash at 
bank; short-term deposits, including fixed maturity deposits and accounts where notice of withdrawal is required; certificates 
of deposit; current asset investments in a portfolio of equities, bonds and funds; other debtors and expense creditors. 

ii. Initial measurement and subsequent measurement
All financial assets and liabilities are initially measured at transaction price.  Financial assets subsequently measured at fair 
value through profit or loss comprise the current asset investments in a portfolio of equities, bonds and funds.  Financial 
assets subsequently measured at amortised cost comprise cash at bank, short-term deposits and other debtors.  Financial 
liabilities measured at amortised cost comprise expense creditors.

iii. De-recognition
Financial assets are de-recognised when the contractual rights to the cash flows from the financial asset are settled.  
Financial liabilities are derecognised only when the obligation specified in the contract is discharged, cancelled or expires.

(g) Cash at bank and in hand
Cash at bank and in hand includes cash, deposits held at call with banks, with a maturity date of less than three months.

(h) Short-term deposits
Fixed and notice deposits, with original maturities of between three and twelve months, are included as current assets.  Other 
short-term deposits, represented by a portfolio of certificates of deposit are managed by an investment manager.

(i) Investments
A portfolio comprising equities, bonds and funds, held in listed companies, which are traded on a regular basis, is managed by an 
investment manager.  Investments are accounted for at fair value and gains or losses on fair value are included in the Statement 
of Comprehensive Income. 

(j) Leases
Rental payments made in relation to office accommodation are treated as operating leases and are charged to the Statement 
of Comprehensive Income account on a straight-line basis over the lease term.  Provisions are maintained for dilapidations, 
including redecoration, to cover future liabilities under the terms of the lease.

(k) Employee benefits
i. Short term benefits
A liability is recognised to the extent of any unused holiday pay entitlement which has accrued at the balance sheet date and 
carried forward to future periods.  This is measured at the undiscounted salary cost of the future holiday entitlement and accrued 
at the balance sheet date.
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ii. Defined benefit scheme
Following closure of the defined benefit scheme to future service accrual on 30 June 2014, employees had the option to 
transfer out their pension or become deferred members of the scheme.  Following this date, the Commission’s actuarial 
account was kept open to accurately calculate and pay what became either deferred or pensioner members.  The actuarial 
account was closed as at 30 April 2017 following the agreement by the States of Guernsey to assume responsibility for all 
historic and future liabilities. 

Upon closure of the actuarial account, a net settlement gain is recognised within the Statement of Comprehensive Income.

The net interest cost is calculated by applying the discount rate to the net balance of the defined benefit obligation and the 
fair value of plan assets.  This cost is recognised in the Statement of Comprehensive Income as ‘Other pension costs’ and was 
calculated as at 30 April 2017.

Actuarial gains and losses arising from experience adjustments and changes to actuarial assumptions are charged or credited 
to other comprehensive income, within the Statement of Comprehensive Income.  These amounts together with the return 
on plan assets, less amounts included in net interest, are disclosed as ‘Re-measurement of net defined benefit liability’.  
All such disclosures are calculated at 30 April 2017, prior to the closure of the actuarial account. 

iii. Defined contribution schemes
Employees who joined the Commission after 31 December 2007 up until 30 June 2014 were generally eligible to be members 
of the Island Trust Plan (the DC Plan).  With effect from 1 July 2014, members of the DC Plan, deferred members of the defined 
benefit scheme and new employees were offered a choice of pension offerings.  The options consist of the Island Trust Plan 
DC plan, a multi-member Group RATs scheme or a personal approved pension plan.  Contributions by employees are no 
longer a mandatory requirement.

The contributions are recognised as an expense when they are due.  

2. Judgements in applying significant accounting policies and key sources of estimation uncertainty

i. Tangible fixed assets (see note 4)
Tangible fixed assets are depreciated over their useful lives taking into account residual values, where appropriate.  The actual 
lives of the assets and residual values are assessed annually and may vary depending on a number of factors.  In re-assessing 
asset lives and residual value, factors such as technical innovation, product life cycles and the remaining life of the asset are 
taken into account.

ii.  Lease classification (see note 8)
The Commission established a lease with the landlord of its Glategny Court office accommodation in September 2010.  This is 
classed as a non-cancellable operating lease.

iii. Investments (see note 11) 
The most critical estimates, assumptions and judgements relate to the determination of the carrying value of investments 
measured at fair value through profit or loss.  In determining this amount, the Commission has applied the concept that fair 
value is the amount for which an asset can be exchanged between knowledgeable willing parties in an arm’s length transaction. 
Investments, comprising equities, bonds and funds, are valued at the reporting date at the quoted bid price.

NOTES TO THE FINANCIAL STATEMENTS (continued)
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iv. Bad debt provision (see note 13)
The recoverability of debts is assessed and where appropriate a provision is raised in line with the approved internal policies.  
Debtors comprise entities or individuals who, given their circumstances, are unlikely to be able to settle the debt, in part or in 
full.  Primarily, but not exclusively, the debt arises as a result of the imposition of a financial penalty under Section 11D (1) of the 
Financial Services Commission (Bailiwick of Guernsey) Law, 1987 as amended.

The debts, for which a provision has been raised, are reviewed regularly to ensure that all avenues are explored to obtain recovery.

v. Dilapidations (see note 14)
Provisions are maintained for dilapidations, including redecoration, to cover future liabilities under the terms of the Glategny 
Court lease.  A professional review of the future dilapidations liability provided an initial estimate of the level of provision to be 
applied on an annual incremental basis.  The original amount is increased annually at the Guernsey rate of inflation.

3. Taxation

The Commission is exempt from the provisions of the Income Tax (Guernsey) Law, 1975 as amended.

4. Tangible assets

Leasehold
improvements

Office equipment
furniture and

fittings
Computer
hardware

Computer
software Total

£ £ £ £ £

Cost

At 1 January 2017 1,360,938 425,054 750,970 4,126,475 6,663,437

Additions 14,503 6,558 93,256 246,499 360,816

Disposals - (29,212) (19,222) (114,362) (162,796)

At 31 December 2017 1,375,441 402,400 825,004 4,258,612 6,861,457

Depreciation

At 1 January 2017 350,938 340,755 641,418 2,026,344 3,359,455

Charge for the year 70,366 25,481 78,047 590,586 764,480

On disposals - (29,212) (19,222) (105,901) (154,335)

At 31 December 2017 421,304 337,024 700,243 2,511,029 3,969,600

Net book value at 31 December 2016 1,010,000 84,299 109,552 2,100,131 3,303,982

Net book value at 31 December 2017 954,137 65,376 124,761 1,747,583 2,891,857



40 Financial Statements   GFSC ANNUAL REPORT 2017

5. Debtors and prepayments

2017 2016

£ £

Prepayments 535,312 564,132

Provision for bad debts (see note 13) (227,142) (253,909)

Other debtors 295,324 369,467

603,494 679,690

Included in the total are prepayments of £52,362 (2016: £116,774) which relate to periods longer than 12 months.

6. Creditors – amounts falling due within one year 

2017 2016

£ £

Creditors and accruals 659,065 674,793

Fees received in advance 1,111,171 449,505

1,770,236 1,124,298

7. Post-employment benefits

(i) FRS 102 (Section 28) Disclosure for the Guernsey Financial Services Commission (“GFSC”) Actuarial Account of the 
States of Guernsey Public Servants Pension Scheme (“PSPS”)

 Background
Having closed the above scheme to future accrual of benefits with effect from 30 June 2014, all remaining active members 
were treated as having left pensionable service with effect from that date, and were classified as deferred members.  Following 
the closure date, the GFSC’s actuarial account was kept open to accurately calculate and pay what became either deferred or 
pensioner members, active membership being closed.

In 2017, the Commission entered into an agreement with the States of Guernsey to close the actuarial account and settle 
outstanding liabilities.  All of the GFSC’s deferred and pensioner members as at 30 April 2017 were reclassified as being in the 
combined pool section of the PSPS.  The agreement allowed for the States to assign the value of the GFSC’s actuarial account 
to the combined pool. As a result all of the historic defined benefit pension financial commitments were removed from the 
Commission’s balance sheet as at 30 April 2017.

NOTES TO THE FINANCIAL STATEMENTS (continued)
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7. Post-employment benefits (continued)

Employee benefit obligations

a) The amounts recognised in the balance sheet are as follows:

2017 2016

£ £

Fair value of scheme assets - 20,328,639

Present value of funded obligations - (35,245,295)

Net defined benefit liability - (14,916,656)                             

b) The amounts recognised in the Statement of Comprehensive Income are as follows:

2017 2016

£ £

Net interest on net defined liability (137,856) (333,818)

Settlement gain 14,172,606 -

Gain/(expense) recognised in the Statement of Comprehensive Income 14,034,750 (333,818)

c) The amounts recognised as re-measurements in other comprehensive income are as follows:

2017 2016

£ £

Return on assets (not included in interest) 563,530 1,889,321

Actuarial gains/(losses) on obligation 197,550 (7,683,485)

Total re-measurements recognised 761,080 (5,794,164)

Cumulative amount of re-measurements recognised in other comprehensive income (4,095,086) (4,856,166)

Actual return on scheme assets 747,959 2,573,961
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7. Post-employment benefits (continued)

d) Changes in the present value of the defined benefit obligation are as follows:

2017 2016

£ £

Opening defined benefit obligation (35,245,295) (27,059,679)

Liabilities extinguished on settlement 35,196,206 -

Interest on obligation (322,285) (1,018,458)

Experience gains 197,550 629,591

Loss from changes in assumptions - (8,313,076)

Net benefits paid including pensions, lump sums, refunds of member contributions 
and transfer values

173,824 516,327

Closing defined benefit obligation - (35,245,295)

e) Changes in the fair value of scheme assets are as follows:

2017 2016

£ £

Opening fair value of scheme assets 20,328,639 18,275,005

Assets distributed on settlement (21,023,600) -

Interest on scheme assets 184,429 684,640

Return on assets (not included in interest) 563,530 1,889,321

Contributions by employer 122,159 -

Net benefits paid including pensions, lump sums, refunds of member contributions 
and transfer values

(173,824) (516,327)

Administration expenses (1,333) (4,000)

Closing fair value of scheme assets - 20,328,639

f) The major categories of fund assets as a percentage of the total Fund assets are as follows:

2017 2016

% %

Equities                  - 75

Corporate bonds - 14

Property - 7

Other assets - 4

Financial Statements   GFSC ANNUAL REPORT 2017
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7. Post-employment benefits (continued)

g) Principal actuarial assumptions used for the FRS 102 disclosures are as follows:

2017 2016

% %

Discount rate at end of the year - 2.75

Discount rate at start of the year - 3.8

Inflation - 3.4

Rate of increase in deferred pensions - 3.4

Rate of increase in pensions in payment - 3.4

As required by FRS102, the assumptions used to calculate the surplus in the actuarial account at 30 April 2017 were the final 
assumptions adopted for the 31 December 2016 disclosures.

h) Disclosure for defined contribution schemes

i) Defined contribution scheme I
The amount recognised in the profit and loss account as an expense in relation to the Commission’s defined contribution 
scheme, for the year ended 31 December 2017, was £100,464 (2016: £114,509). No contributions were outstanding as at 
31 December 2017 or 2016.  Employer contributions are calculated at 12% of pensionable salary and mandatory employee 
contributions were at a rate of 5% of pensionable salary up until 30 June 2014. Subsequent to this date, employee contributions 
are entirely voluntary.

ii) Multi-member RATs scheme (“GFSC Group Pension Scheme”)
The net expense of employer contributions to the GFSC Group Pension Scheme for the year ended 31 December 2017 was 
£429,390 (2016: £332,818). No contributions were outstanding as at 31 December 2017 or 2016 and no contributions were 
prepaid as at 31 December 2017 or 2016. Employer contributions are calculated at 12% of pensionable salary and employee 
contributions are entirely voluntary.

8. Operating lease commitments

The Commission had minimum lease payments under non-cancellable operating leases as set out below:

£
Lease payments up to 1 year after balance sheet date 664,927
Lease payments between 1 and 5 years after balance sheet date 2,659,708
Lease payments more than 5 years after balance sheet date 7,786,022

Total future minimum lease payments 11,110,657

The Commission leased office accommodation at Glategny Court during the year. The lease for Glategny Court is non-cancellable 
and expires on 16 September 2034.
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9. Controlling party

In the opinion of the Commissioners there is no controlling party of the Commission, as defined by FRS 102 (Section 33.5), as no party has 
the ability to direct the financial and operating policies of the Commission with a view to gaining economic benefits from their direction.

10.  Cash at bank and in hand and short-term deposits 

At 1 January
2017

Cash
flow

At 31 December
2017

£ £ £

Call account balances 73,444 22,846 96,290

Cash at bank and in hand 585,615 850,934 1,436,549

Total cash at bank and in hand 659,059 873,780 1,532,839

Certificates of deposit 1,259,418 (3,498) 1,255,920

Fixed deposits and notice accounts 4,851,055 652,029 5,503,084

Total short-term deposits 6,110,473 648,531 6,759,004

Certificates of Deposit are managed as liquid investments and have maturity dates typically between three months and one year 
after the balance sheet date.  The fixed deposits have original maturity dates ranging between three months and one year, whilst 
other deposits require notice of withdrawal of a maximum of three months.

11. Current asset investments

2017 2016

£ £

Opening fair value 3,190,873 2,982,723

Purchases - -

Net movement in fair value through profit or loss 107,921 208,250

Market value 3,298,894 3,190,973

A defensive strategy for these current asset investments is employed and the portfolio comprises shares, bonds and funds held in 
listed companies and gilts, which are traded on a regular basis. The total unrealised gain recognised on these investments in the year 
was £107,921. The portfolio was first established in February 2015.
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12. Financial instruments

The Commission’s financial instruments may be analysed as follows:

2017 2016

£ £

Financial assets

Financial assets measured at fair value through profit or loss 3,298,894 3,190,973

Financial assets measured at amortised cost 8,895,337 7,428,216

Financial liabilities

Financial liabilities measured at amortised cost 2,006,205 1,322,394

Financial assets measured at fair value through profit or loss comprise a portfolio of equities, bonds and funds, which are valued at 
the reporting date at the quoted bid price.

Financial assets measured at amortised cost comprise cash at bank and in hand, certificates of deposit, short-term deposits, and 
other debtors.

Financial liabilities measured at amortised cost comprise creditors.

13. Financial penalties and provisions for bad debts

During the year the Commission imposed financial penalties under section 11D (1) of the Financial Services Commission (Bailiwick 
of Guernsey) Law, 1987 as amended, amounting to £136,500 (2016: £573,375). The amounts written off and provided for by the 
Commission during the year amounted to £101,636 (2016: £371,421).  

The total of provisions relating to financial penalties as at 31 December 2017 were £194,946 (2016: £195,417). Provisions relating to 
other fees outstanding at 31 December 2017 total £32,196 (2016: £58,492).  2017 debts totalling £23,726 (2016: £117,512), written off 
during the year, are also reflected under Bad debt expense. Recoveries of previously disclosed doubtful debts, reflected under Bad 
debts recovered, amounted to £34,748. 
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14. Provision for liabilities

A provision is maintained for dilapidations, including redecoration, to cover future liabilities under the terms of the Glategny Court 
operating lease. Over the course of the 24 year lease the dilapidation provision is planned to increase to £700,000, subject to annual 
inflationary increases. Provision for re-decoration of the office is also included which needs to be undertaken on a 5 yearly cycle.

2017 2016

£ £

Provision brought forward from previous year 198,096 172,076

Dilapidations charged to Statement of Comprehensive Income 37,873 26,020

Total provision at year end 235,969 198,096

15. Related party 

Key management personnel compensation
Key management comprises the Commissioners and members of the Executive Committee. The compensation paid to key 
management for employee services in 2017, including pension and social insurance, amounted to £2,158,460 (2016: £1,920,944).

Related-party transactions
No related-party transactions took place during 2017.

NOTES TO THE FINANCIAL STATEMENTS (continued)
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Drs. Cees Schrauwers 
Chairman of the Commission

Drs. Schrauwers is a Dutch economist with over forty years’ 
experience in financial services.  He has served as Managing 
Director of Aviva International, CGU Insurance and Commercial 
Union, covering both the general insurance and life sectors.  He 
was instrumental in the mergers with General Accident and 
Norwich Union which resulted in the creation of Aviva plc.  
Following the mergers he was appointed Managing Director of 
Aviva International, gaining valuable experience in dealing with 
regulators across the globe, including North America.  Prior to this, 
he was a Partner with Coopers & Lybrand in charge of its insurance 
consultancy practice.  He has served as Chairman of Drive Assist 
Holdings Limited, Senior Independent Director of Brit Insurance 
Holdings Plc. and Brit Syndicates Limited, Non-Executive Director 
of Canopius Holdings UK Limited and Canopius Managing Agents 
Limited, Director of Munich Re (UK) Plc and as Senior Independent 
Director of Record Plc for nine years.  He was also formerly an 
Independent Director at the Scottish Widows Group.  He is 
currently Chairman and Commissioner of the Guernsey Financial 
Services Commission.  Cees was appointed as a Commissioner in 
2008 and Chairman in 2012 and is also Chairman of EC3 Legal LLP, a 
firm focussing on the London insurance market.  He was educated 
at the Vrije Universiteit Amsterdam and the Nautical College Den 
Helder.  He lives with his wife near London.

Bob Moore 
Vice-Chairman of the Commission

Bob Moore was appointed as a Commissioner in February 2012 
and Vice-Chairman with effect from 2 February 2017.  He has 
spent over thirty years in the financial services industry in 
Guernsey and internationally.  From 1979 to 1997, he held positions 
in international banking and international private banking 
with the Lloyds Bank/Lloyds TSB group in South America, the 
United States, the United Kingdom and in Luxembourg.  These 
included responsibility for Lloyds’ international private banking 
operations in New York and in Luxembourg.  From 1997 to 2011, he 
was jurisdictional Managing Director with responsibility for the 
Butterfield Group’s operations in Guernsey, including banking, 
investment management, custody and fiduciary services.  In June 
2011, he was appointed to the position of Executive Vice-President 
and Head of Group Trust for the Butterfield Group.  He has also 
been a Director of a number of other banks and investment funds.

The Lord Flight MA (Cantab) MBA FRSA 
Commissioner

Howard Flight was appointed as a Commissioner in 2005.  He was 
the Conservative Member of Parliament for Arundel and South 
Downs from 1997 to 2005, during which time he was Shadow Chief 
Secretary to the Treasury and a member of the Shadow Cabinet.  
From 1999 to 2004 he had Shadow Treasury responsibilities for the 
Finance Acts, the financial services industry, financial regulations 
and pensions.  He has worked for over forty years in the financial 
services industry, starting his career at Rothschilds.  In the second 
half of the 1970s he worked for HSBC’s merchant bank in Hong 
Kong and India.  In 1979 he joined Guinness Mahon and established 
what became Guinness Flight Global Asset Management, of 
which he was joint Managing Director until it was acquired by 
Investec in 1998.  He formed, and is Chairman of, Flight & Partners, 
which is the manager of the Flight & Partners Recovery Fund, and 
is currently a Director of Investec Asset Management Limited, 
Metrobank plc, Aurora Investment Trust plc. and a number of 
other companies and investment funds.

Richard Hobbs MCIPD 
Commissioner

Richard Hobbs was appointed as a Commissioner in January 
2012.  His first career was in the UK Civil Service where he 
concentrated on a variety of consumer protection and European 
issues.  Latterly, he was a Director of the Department of Trade 
and Industry’s Insurance Division where he was responsible for 
overall supervision of the Lloyd’s insurance market during its 
reconstruction in the mid-1990s.  He has been Head of Life and 
Pensions at the Association of British Insurers, and for the past 
fifteen years has been a consultant advising a wide range of 
clients in financial services on regulatory, risk and governance 
issues.  He was previously Chairman of Faber Global Ltd, a 
wholesale insurance broker and Non-Executive Chairman of 
Barbican Managing Agency Limited, a Lloyd’s managing agent.

COMMISSIONERS
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Simon Howitt 
Commissioner

Advocate Howitt was appointed as a Commissioner in June 2013.  
He has thirty years’ experience as an advocate and is a consultant 
at Babbé having previously been a Partner.  He is a member of the 
Council of the Chamber of Commerce and served as its President 
between 2001 and 2003.  Advocate Howitt has served on a number 
of States Committees including being a non-States member of the 
Legislation Select Committee and its successor, the Legislation 
Review Panel, since 2004, the share transfer duty working party 
and the Inheritance Law Review Committee.  Advocate Howitt is 
currently the Deputy Bâtonnier of the Guernsey Bar.

Wendy Dorey  
Commissioner 

Wendy Dorey was appointed as a Commissioner in November 
2015.  She has spent nearly twenty years in the financial services 
industry in the UK, France and Guernsey.  Prior to moving to 
Guernsey in 2010 as Director of Dorey Financial Modelling, she 
occupied senior posts in financial marketing, distribution and 
business planning and strategy with Robert Fleming, Friends 
Ivory & Sime and M&G Asset Management in London.  During 
that period she was also responsible for internal audit reporting, 
external risk reporting to the Financial Services Authority and 
embedding new “Treating Customers Fairly” processes.  In 2005, 
she was responsible for the launch and on going promotion of the 
Guernsey-domiciled M&G Property Fund to the UK Market.  She 
also previously assisted the Investment Management Association 
in developing a new investment management syllabus for 
Independent Financial Advisors.  In November 2017, she was 
appointed as a Non-Executive Director of Schroders (C.I.) Limited.

John Aspden MBE
Commissioner

John Aspden is a senior finance professional with significant 
experience in investment and banking supervision in both the 
public and private sectors.  He was Chief Executive of the Financial 
Supervision Commission in the Isle of Man from 1998 to 2015, 
where he was responsible for the regulation and supervision of all 
banking, securities and funds, trusts and companies, and money 
transmission activities.  Prior to taking up his role at the Financial 
Supervision Commission in the Isle of Man, Mr Aspden held roles 
in the private sector including Managing Director of Matheson 
InvestNet Ltd, at the time Hong Kong’s largest independent 
distributor of, and adviser on, collective investments for retail 
investors.  Mr Aspden has also held the role of Deputy General 
Manager of the International Bank of Asia Ltd and has worked 
in banking supervision at the Bank of England and at the Office 
of the Commissioner of Banking in Hong Kong, now HKMA. 
Mr Aspden is also Chairman of the Group of International Finance 
Centre Supervisors and was made MBE for his work in financial 
services supervision.

Philip Middleton
Commissioner

Philip Middleton is a senior financial services strategist with 
significant recent experience in advising government, central 
banks and financial institutions on crisis related issues.  Since 
2014, he has carried out consulting and advisory work in central 
banking and financial services through Rifle House Capital Ltd.  
He is also a member of the Board of the Official Monetary and 
Financial Institutions Forum, a leading Central Banking think tank.  
He has had significant experience in the private sector, holding 
various roles within KPMG LLP, including Partner and European 
Head of Financial Services Strategy, and within Ernst & Young LLP, 
including Partner and Head of Central Banking, EMEIA.
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SENIOR OFFICERS OF THE COMMISSION

COMMISSIONERS

Director General

William Mason

Director 
of Supervisory Oversight and

Fiduciary Division

Gillian Browning

Director  
Investment Supervision  

and Policy Division

Emma Bailey

General Counsel

Philip Nicol-Gent

Chief Operating Officer

Stephen Cole

Director 
Financial Stability

Andrew Sloan

Director 
Financial Crime Supervision  

and Policy Division

Fiona Crocker

Director 
Enforcement Division

Simon Gaudion

Director  
Banking and Insurance  

Supervision and Policy Division

Jeremy Quick

CONDUCT UNIT

Chief Risk Officer

Katherine Jane

AUTHORISATIONS UNIT

Commission Secretary

Dale Holmes
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STATISTICAL DATA

Investment Supervision and Policy

Figure 1. Net asset values of schemes under management at 
the year end

Year £bns

2008

91

64

45

200

2009

85

51

48

184

2010

110

58

90

258

2011

119

55

87

261

2012

131

50

95

276

2013

136

42

88

266

2014

136

40

44

220

2015

140

39

48

227

2016

159

42

54

255

2017

166

43

60

269

 Closed-ended  Non-Guernsey
 Open-ended  Total

Figure 2. Total number of investment funds at the year end

Year

2008

624

295

919

297

2009

608

276

884

324

2010

599

262

861

332

2011

610

244

854

308

2012

618

222

840

274

2013

626

198

824

264

2014

636

176

812

236

2015

641

167

808

204

2016

650

157

807

176

2017

658

148

806

170

 Closed-ended  Total Guernsey
 Open-ended  Non-Guernsey
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Figure 3. Total number of investment licensees at the year end

Year

2007 636

2008 680

2009 661

2010 652

2011 654

2012 644

2013 635

2014 622

2015 639

2016 644

2017 640

Figure 4. Movements within period

Type Total as at  
31 December 2016 Approved in year Lost in year Total as at  

31 December 2017

Total of open-ended schemes 157 5 14 148

of which Authorised 145 2 12 135

of which Registered 12 3 2 13

of which Qualifying Investor Funds (QIFs) 26 1 4 23

Total of closed-ended schemes 650 47 39 658

of which Authorised 392 4 27 369

of which Registered 258 43 12 289

of which QIF’s 162 4 6 160

Total of licensees 644 37 41 640

Total of non-Guernsey schemes 176 9 15 170

of which QIF’s 20 1 0 21

Under the Protection of Investors (Bailiwick of Guernsey) Law, 1987, investment 
funds (Figure 2.) are either Registered or Authorised; whereas the firms (Figure 3.) 
undertaking Controlled Investment Business are Licensed under the same law.   
There is no meaningful correlation to be drawn between the number of investment 
funds and the number of licensees in existence.
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2017 2016

 International financial group 46 47

 Lawyers and accountants 9 12

 Privately owned – local 70 70

 Privately owned – overseas 25 25

*Based on 150 persons holding a full fiduciary licence as at 
30 June 2017.

Figure 5. Ownership of lead licensees as at 30 June 2017*

Fiduciary Supervision Policy and Innovations

Figure 6. Staffing levels of licensees based on total number of 
staff carrying out regulated fiduciary activities*

2017 2016

 Up to 10 staff 75 80

 11-25 staff 44 45

 26-50 staff 22 24

 51-75 staff 5 4

 More than 75 staff 1 1

*Based on the submission of an annual return by 147 
licensees.
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Figure 7. Number of licensees in each turnover band based on 
fiduciary turnover for accounting periods falling in 
the year ended 30 June 2017*

Turnover band

<£249,999

46

40

47

32

27

£250,000 to 
£1,000,000

30

39

37

47

43

£1,000,000 to 
£2,000,000

19

20

19

21

25

£2,000,000 to 
£4,000,000

25

25

26

24

25

£4,000,000 or over

30

27

27

30

27

*Based on licensees that have submitted audited financial statements.   
Financial statements may not have fallen due for recently licensed companies.

 2013
 2014
 2015
 2016
 2017

 Trusteeships 

 Directorships – Full  Turnover £m

*Please note turnover records aggregate annual chargeable fees.  It does not represent 
assets under trusteeship.

Figure 8. Number of Director and trustee appointments  
for full fiduciaries at the year end; aggregate 
turnover of full fiduciary licensees*
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Figure 11. International insurers – gross assets Figure 12. International insurers – gross premium

Figure 10. International insurers – net worth

56

Figure 9. International insurers as at 31 December 2016

Month

Companies
242

 239

PCCs
65

61

PCC Cells
470

486

ICCs
14

15

ICC Cells
44

52

Statistical Data   GFSC ANNUAL REPORT 2017

Insurance Supervision and Policy

 2016  2017
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Figure 13. Guernsey bank assets
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Figure 14. Guernsey bank liabilities

 Third party deposits 

 Bank deposits

 Other liabilities

 Bank loans plus intra-group exposures 

 Loans and advances

 Securities and Investment

 All other assets

Banking Supervision and Policy
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Figure 16. Online submissions 1 January to 31 December 2017

 Online returns           Online notifications
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Figure 17. Online Personal Questionnaire portal submission 
1 January to 31 December 2017

 Online PQ           Online Appointment           Online Resignation

Authorisations Unit 

Figure 15. Total application and one-off fees by volume and 
type - 2016 to 2017 comparison

Year

2016

294

44

154

6

2017

200

136

221

6

 Investment
 Insurance
 Fiduciary
 NRFSB
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Table 1. Expenditure by functional area

2017 2016

£’000 £’000

Enforcement 1,445 1,481

Authorisations 816 814

Risk 525 419

Supervisory and Policy divisions 5,500 5,644

Internal operational support functions 1,315 1,361

Overheads incl. Premises, IT expenses 
and depreciation  

3,331 3,148

Total 12,932 12,867

Table 3. Number of staff by salary band

Annual salary 2017 2016

£0- £39,999 p.a. 41 42

£40,000 - £79,999 p.a. 51 46

£80,000 - £119,999 p.a. 14 16

£120,000 - £159,999 p.a. 7 7

£160,000 p.a. and above 1 1

Total number of staff 114 112

Full time equivalent 109.6 106.9

Comprising: 

Permanent staff 112 109

Fixed-term staff 2 3

114 112

FTE vacancies at year end 4 5

Table 2. Salaries and related costs

2017 2016

£’000 £’000

Salaries 6,964 6,845

Pension costs 750 723

Social insurance, permanent health 
and medical insurance 

840 780

Recruitment and training 357 352

Total 8,911 8,700

Table 4. Legal and professional fees

2017 2016

£’000 £’000

Legal fees - enforcement 129 156

Legal fees - judicial process 68 70

Legal fees - advisory 24 8

Professional fees 278 205

Internal audit 38 40

Total 537 479

Finance and Operations
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Finance and Operations 

Table 5. Commissioners’ fees

2017 2016

£             £

Cees Schrauwers 67,800 65,431

Robert Moore 27,000 25,667

Alex Rodger
Retired 
1 February 2017

2,354 25,667

Lord Flight 35,000 35,667

Richard Hobbs 35,000 31,667

Simon Howitt 27,000 25,667

Wendy Dorey 27,000 25,667

John Aspden
Appointed 
3 April 2017

26,250 -

Philip Middleton
Appointed 
3 April 2017

26,250 -
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Functions, Structure and Corporate Governance
and other Control Systems of the Commission

Functions of the Commission
The Financial Services Commission (Bailiwick of Guernsey) 
Law, 1987 as amended (the Commission Law) established the 
Commission with both general and statutory functions.  The 
general functions include the taking of “such steps as the 
Commission considers necessary or expedient for the effective 
supervision of finance business in the Bailiwick”.  The statutory 
functions include those prescribed under or arising pursuant to 
the following regulatory laws:

• the Protection of Investors (Bailiwick of Guernsey) Law, 1987 
as amended;

• the Banking Supervision (Bailiwick of Guernsey) Law, 1994 
as amended;

• the Criminal Justice (Proceeds of Crime) (Bailiwick of Guernsey) 
Law, 1999;

• the Regulation of Fiduciaries, Administration Businesses and 
Company Directors, etc. (Bailiwick of Guernsey) Law, 2000 as 
amended;

• the Insurance Business (Bailiwick of Guernsey) Law, 2002 as 
amended;

• the Insurance Managers and Insurance Intermediaries (Bailiwick 
of Guernsey) Law, 2002 as amended;

• the Non-Regulated Financial Services Businesses (Bailiwick of 
Guernsey) Law, 2008.

Relationship with the States
The Policy and Resources Committee is responsible for financial 
matters and for establishing the policy framework for financial 
regulation, including the government’s relationship with the 
Commission.  The Commission Law states that the Commission 
shall issue its audited financial statements and the two reports, 
referred to later in this appendix, annually to the Policy and 
Resources Committee.

The Commission maintains regular dialogue with the States.  
During 2017, the Commission continued to engage with the 
Policy and Resources Committee, with meetings held in order to 
facilitate an open exchange of views on matters of importance to 
the States and the Commission.  The Commission also engaged 
with the Committee for Economic Development in relation to 
financial services legislation.

Outside of formal meetings and presentations, the Commissioners 
and Director General maintain regular  contact with senior States 
Members.

The Commissioners
The activities of the Commission’s executive are overseen by the 
Board of the Commission (Commissioners).  The Commission Law  
provides that the Board shall consist of a minimum of five members 
(with no maximum) who are elected by the States from persons 
nominated by the Policy and Resources Committee and appearing 
to it to be persons having knowledge, qualifications or experience 
appropriate to the development and supervision of finance 
business in the Bailiwick.  The Chairman is appointed for a period 
of three years from amongst the Commissioners and is elected 
by the States following nomination by the Policy and Resources 
Committee.  The Vice-Chairman is appointed for a period of three 
years by the Commissioners.  A Commissioner is appointed for a 
period not exceeding three years.  A member whose term of office 
has come to an end is eligible for re-election.  The Chairman and 
Vice-Chairman are also eligible for re-election to their positions.  
Commissioners must currently retire on reaching the age of 75 years.

The Commissioners during 2017 were Drs. Cees Schrauwers, Alex 
Rodger (retired 1 February 2017), The Lord Flight, Richard Hobbs, 
Bob Moore, Simon Howitt, Wendy Dorey, John Aspden and Philip 
Middleton.  A brief résumé for each Commissioner is provided on 
pages 48 and 49 of this report.  All of the Commissioners are non-
executive; three reside in Guernsey, with the remainder living in 
the UK.

There were 13 meetings of the Board in 2017.  The attendance was as 
follows: Drs. Cees Schrauwers 13, Howard Flight 12, Richard Hobbs 
12, Bob Moore 13, Simon Howitt 11, Wendy Dorey 13, John Aspden 
10 and Philip Middleton 11. Commissioners Aspden and Middleton 
were not appointed until 7 April 2017.  Commissioner Howitt was 
conflicted out of 2, firm-specific, meetings.  Prior to each meeting, 
Commissioners are provided, save in exceptional circumstances, 
with a full information pack to support the meeting’s agenda.

An induction programme is in place for new Commissioners.  The 
Commissioners periodically consider their roles, responsibilities 
and accountabilities.  In addition, each year Commissioners undertake 
a board effectiveness review.

APPENDIX
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The Commission Law also makes provision for the appointment 
of such officers and servants as are necessary for carrying out the 
Commission’s functions and for the most senior officer to have 
the title of Director General.

Delegation of functions to executive staff
The Commissioners have delegated certain of their statutory 
functions to the executive staff of the Commission.  These 
statutory functions are exercised by the executives both jointly 
and individually.  All statutory functions of the Commission may 
be delegated to the executives except:

• the power of the Commissioners to delegate functions;
• the Commissioners’ duty to make an annual report on the 

Commission’s activities during the previous year to the Policy 
Council;

• any statutory functions which:
(i) require the Commissioners to consider representations 

concerning a decision which they propose to take; or
(ii) empower the Commission to cancel, revoke, suspend or 

withdraw a licence, consent, registration, permission or 
authorisation (except where the cancellation, revocation, 
suspension or withdrawal is done with the consent of 
the person who is, or who is acting on behalf of, the 
holder of the licence, consent, registration, permission or 
authorisation); or

(iii) empower the Commission to petition for the winding-up 
of a body corporate.

Annual report and financial statements
The Commission must, as soon as possible in each year, make a 
report to the Policy and Resources Committee on its activities 
during the preceding year.  The President of the Committee shall, 
as soon as possible, submit that report for consideration by the 
States.

The Commission Law also provides that the Commission shall:

(a) keep proper accounts and proper records in relation to those 
accounts; and

(b) prepare, in respect of each year, a statement of accounts giving 
a true and fair view of the state of affairs of the Commission;

and that the accounts of the Commission shall be:

(a) audited by auditors appointed by the States; and
(b) laid before the States.

The Commission includes a copy of its audited financial 
statements in the annual report to the Policy and Resources 
Committee, referred to above.

Report on internal control and corporate governance
Under the Commission Law, the Commission must also review 
in each year, by the appointment of appropriately qualified and 
independent professional persons or otherwise:

(a)  the adequacy and application of the Commission’s systems of 
internal control;

(b) the selection and application of the Commission’s accounting 
policies and accounting procedures;

(c) the effective, efficient and economical management of the 
Commission’s assets and resources; and

(d) the Commission’s compliance with such generally accepted 
principles of good corporate governance as it is reasonable to 
regard as being applicable to the Commission.

The Commissioners are required to satisfy themselves in 
connection with the conclusions of each review and provide the 
Policy and Resources Committee with confirmation in the annual 
report on the matters covered by it.

The Commissioners are responsible for overseeing the 
Commission’s corporate governance regime and for monitoring 
the effectiveness of management’s systems of internal control. 
These systems are subject to regular review by management 
and address the risks to which the Commission is exposed.  The 
Commission has an ongoing process for identifying, evaluating 
and managing operational risks (including regulatory and financial 
risks).  Although not required to comply with the UK Corporate 
Governance Code, the Commission has regard to the guidance 
contained therein and complies wherever valid to do so.

Two Commissioners, Drs Cees Schrauwers and the Lord Flight 
have served as Commissioners for longer than nine years.  The 
other Commissioners led by the Vice-Chairman have taken 
relevant factors into account and have concluded that those two 
Commissioners should continue to serve on a “comply or explain” 
basis.  This process will be conducted annually when necessary.

The Commission has robust policies and procedures in place to 
ensure that any conflicts of interest involving Commissioners or 
staff are managed effectively.
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In accordance with the Commission Law, the Commissioners have 
reviewed the Commission’s approach to risk management policies 
and processes.  The report required by the law on internal control 
and corporate governance has been provided by the Commission 
to the Policy and resources Committee.

Audit Committee
In 2017, the Commission’s Audit Committee comprised Simon 
Howitt, Wendy Dorey and John Aspden and was chaired by Richard 
Hobbs.  The Committee covered oversight of the management of 
risk, reviewed corporate governance and the systems of internal 
control and reported routinely to meetings of the Board as a 
whole.  Meetings were usually attended by the Director General, 
the Chief Operating Officer and the Financial Controller.   

The Committee met 4 times in 2017. The attendance of the 
individual members at these meetings was as follows: , Richard 
Hobbs 4, Simon Howitt 4, Wendy Dorey 4 and John Aspden 3.   
The Audit Committee has oversight for non-regulatory risk; 
regulatory risk is reviewed by the Board as a whole.

Remuneration Committee
The Remuneration Committee, which comprised Bob Moore 
(Chairman), Richard Hobbs, Wendy Dorey and Philip Middleton, 
is mandated to advise and assist the Commission in fulfilling 
appropriate governance in respect of remuneration policies, 
practices and structure.

The Committee has specific responsibility for proposing to the 
Board (1) the remuneration and reward of the senior executive 
and (2) the general policy for staff remuneration and benefits to 
ensure that all of our people are fairly rewarded for their individual 
contributions to the Commission.  (The Policy and Resources 
Committee determines the level of Commissioners’ fees.)

Meetings were attended by the Director General and the Chief 
Operating Officer.  The Committee met twice in 2017 with all 
members attending both meetings other than Wendy Dorey who 
attended one.  The Commission’s Chairman also attended one 
meeting.

Review systems
The Commission has retained specialist internal and external 
expertise to monitor the Commission’s non-regulatory internal 
audit standards to ensure that the Commission is up to date with 
current expectations. 

During 2017, the Commission appointed an external party to 
undertake internal audits in the following areas:-

• Budgetary controls;
• Revenue Procedures and Controls;
• Payroll and Pension administration.

The outcomes of the audits have been taken forward to the 
satisfaction of the Audit Committee and the Board.

In 2017, the corporate governance standards of the Commission 
were reviewed by the Board.  The Commission is satisfied that 
it meets expectations in connection with internal audit and 
corporate governance.  The International Monetary Fund (IMF) 
undertook an evaluation of the Bailiwick against international 
regulatory and supervisory standards in 2010 under its Financial 
Stability Assessment Programme.  The Commission and the other 
authorities in Guernsey were found by the IMF to have a high-
level of compliance with these standards.  This was reaffirmed 
by the Council of Europe’s Financial Action Task Force regional 
inspectorate, Moneyval, which visited the Bailiwick in late 2014 
and which published its final report in January 2016.

During 2017, an assessment was conducted of the Bailiwick’s 
regulatory regime against current international standards.  This 
was undertaken by Mr Ian Tower, a former IMF assessor who was 
contracted by the Commission.  The principal conclusion was that 
the main areas for improvement are already being progressed 
through the “Revision of Laws” project which is anticipated to be 
concluded by the end of 2018.

Functions, Structure and Corporate Governance
and other Control Systems of the Commission (continued)
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We ensure public protection and commit to reduce re-

offending 

MISSION 

We provide a safe and secure environment that 

enables prisoners to address the causes of offending 

behaviour and provide them with values, skills and 

experience to take a positive role in the community 

upon release 
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GOVERNORS FOREWORD 

I am very pleased to be able to report on what has been another good year for Guernsey 
Prison. The Prison’s development and progression in terms of its two main objectives; 
protecting the public and reducing reoffending has been very good. The completion of the 
security upgrade and continuing downward trend in prison numbers are evidence of this. 
 
This report describes how the various functions, in their daily work within the Prison, 
contribute towards the overall vision.  I am always impressed by the work done by our staff 
in contributing to our vision and making the Bailiwick a safer place to live. 
 
I am very encouraged by the development of Offender Management processes, Education 
and Regime delivery and the essential work being undertaken by the Custody, 
Security/Operations and Healthcare teams. This work is supported by the essential services 
of the Facilities team, Corporate and Administrative Services. 
 
The Prison Charity Creative Learning in Prison (CLIP) is developing well and is currently 
fundraising to install a new community workshop within the Prison. This is expected to be 
completed during 2018.   
 
The Prison works in close partnership with the Probation Service and Law Enforcement 
teams; this collaborative approach ensures that the work of the Prison is extended into 
other services within Home Affairs. 
 
The Prison population is constantly changing; last year we had an average of 91 prisoners 
with 146 new prisoners (sentenced and remanded) admitted during the year and 134 
discharged, having completed their sentence.  
 
The overall trend shows that the Prison is holding prisoners for longer periods due to longer 
sentences, the current profile shows 48% of the sentenced population are serving sentences 
of 4 years or more. There were 11 individuals are serving over 10 years, including 2 life 
sentence prisoners. 
 
The Prison received 38 prisoners serving less than 6 months over the course of 2017, 22 of 
these prisoners were serving less than 3 months. At the end of 2017, only 2 prisoners were 
serving under 3 months and 4 serving under 6 months. There were 3 immigration detainees 
and 1 prisoner held until a fine was paid.  
 
The Prison is not exempt from efficiency targets. 2018 will present new challenges in 
continuous improvement, set against diminishing budgets. I am confident that Guernsey 
Prison will rise to these challenges and find more innovative ways to deliver our service in a 
more efficient and safe way. 
  

 
David Matthews 
Prison Governor. 
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Certified Normal Location (CNA) of 134.   

Guernsey Prison has a CNA of 134.  Each cell used for the confinement of prisoners has 
sufficient heating, lighting and ventilation and is of adequate size for the number or 
prisoners it is approved for.  Each cell must provide prisoners with a cell call system or other 
effective means of communication with staff.  
 
The CNA represents the good, decent standard of accommodation that the Service aspires 
to provide all prisoners. 
 
Any prisoner places provided above the CNA are referred to as crowded or overcrowded.    
 
The Operational Capacity is determined by the Governor, taking a range of factors into 
account; this is currently set at 9 places making the Operational Capacity 143. 
 
The budget for the Prison for 2017 was set at £5,440,300. The cost per prisoner during 2017 
based on the CNA was £40,599. The average prison roll over the year was 91. 
 
The Prison currently employs 75 uniformed staff and 13 civilian staff.  There are also a range 
of volunteers, tutors and multi-agency staff working at the Prison. 

Progress against Business Planning Priorities set for 2017 

Prison Security Upgrades 

 

Necessary technological upgrades were carried out during 2017, which included 

replacement CCTV cameras, fence alarms and lighting, as well as changes to the fence 

layout including major adjustments to allow for a more secure prisoner-working compound.  
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Work included the full replacement of old analogue cameras with the latest digital versions 
allowing for upgraded night time vision technology. The equipment upgrade                                                             
included the installation of a new security computer system which controls not only the new 
technology but permits connections with existing internal cameras and security equipment. 
 
To mitigate current and evolving threats to prison security, technology to combat drone 
deliveries within the Prison was sourced.  This has resulted in Guernsey Prison being one of 
the first establishments in the world to adopt Skyfence technology with a significant 
proportion of the equipment and installation costs for the pilot being provided by the 
contractor. Skyfence is activated by a drone detector system, tuned to identify drones in the 
proximity of the Prison.   
 
We are currently waiting for the UK Government to extend to Guernsey the Prisons Act 
2012 (amended) which permits the blocking of wireless telegraphy within the Prison vicinity.   
 
 

 

        

 

Commissioning of Education Services  

During 2017, the Prison started commissioning education services directly rather than 
sourcing these through the College of Further Education. In addition new computers were 
fitted into the classrooms, which will allow a link to be developed through a secure server to 
prison cells.   
 
 
 

 

Female Accommodation 

Following recommendations from HMIP in the previous two inspections, extensive 
refurbishment to disused prisoner accommodation was carried out in 2016 and 2017 to 
provide separate accommodation for female prisoners.  The new female wing was 
completed and officially opened in August by the President of the Committee for Home 
Affairs, Mary Lowe. The accommodation helps to provide a holistic approach to meeting the 
needs of female prisoners. 
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In-Cell Terminals 

When the Prison installed in-cell telephones in 2014, Cat 5 cabling was also installed to 
allow for the provision of in-cell computer terminals at a later date.  Cabling and 
infrastructure for the terminals has started, which will allow prisoners to continue with 
educational work in their cells. In addition, the system has been designed to allow prisoners 
to take responsibility for self-managing aspects of prison life, such as submitting visit 
requests and applications electronically.   The terminals will give prisoners the ability to do 
things that would normally be carried out by staff and facilitate the development of 
keyboard skills. Installation of the terminals will start in the spring of 2018. 
 

Body Worn Cameras 

The use of body worn camera (BWC) technology by operational staff has been a success.  It 
has been evidenced that using the cameras has defused potentially dangerous situations. 
The Prison (Guernsey) Regulations 2013 have been amended to allow Prison Officers to use 
this equipment on a daily basis. 
 
 

 

Creative Learning in Prison (CLIP)  

The CLIP Showroom opened at the end of 2017, although the official opening took place in 
early 2018.  This Outlet acts as a shop front for the general public to purchase / order both 
the products made in the workshop and those from elsewhere within the Prison e.g. surplus 
fruit and vegetables from the Horticulture Site, and arts and crafts produced in education 
classes. The showroom is currently staffed by volunteers. 

 
Further information can be found at https://www.facebook.com/CLIP-Guernsey or by 

emailing creativelearninginprison@gmail.com 
 

mailto:creativelearninginprison@gmail.com
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Online Banking 

Since early 2017, the Prison started a new service with NatWest Bank to enable family and 
friends to pay cash into prisoner accounts either online or directly at a local branch.  
Members of the public are no longer able to hand cash in at the Prison Gate Lodge. 
 

Governor’s Accreditation 

In conjunction with Her Majesty’s Prison and Probation Service (HMPPS), the Prison has 
developed a local accreditation process for Prison Managers to progress to the highest roles 
in the Service. The accreditation route is through a prison-based management development 
portfolio to Operational Governor level, followed by an in-depth development and 
assessment centre which will enable candidates to progress into the Deputy Governor and 
Governing Governor role.   

Maintenance Priorities 

Prison Infrastructure Upgrading 

The Prison has committed to embracing more efficient systems, moving to the use of 
modern energy-saving equipment including new boilers, heating expansion systems and 
delivery pumps, along with the most recent installation of two combined heat and power 
units.   These upgrades have already delivered significant savings on utility bills.  
 
Further developments continued in 2017, with the replacement of old chimneys and new 
air-handling extraction units to deliver clean air to individual cells.   
 
During 2017, refurbishment and decoration of various areas was required, in addition to any 

new projects. Extensive work was carried out in the Offender Management Offices to merge 

internal departments together thereby enabling more cohesive working. This included 

combining offices and moving the prisoner’s library to the Education Centre.   The 

Healthcare Suite, including offices and treatment rooms were in much need of re-

decoration. Additional work involved the refurbishment of a small general wing; raising the 

standards to modern expectations with a new fitted kitchen area and complete wing re-
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decoration. A rolling programme of corridor and stairwell redecoration was initiated, and 

continues to be carried out to maintain internal standards. 

Large areas of the Prison were updated with LED power-saving lights along with a full 

renewal of the emergency lighting system on the older wings, which are now compliant with 

current fire regulations. 

 

Health and Safety 

Health and Safety courses for prisoners have been a success in areas such as the kitchen, 
horticultural site and workshop areas as this leads to safe working practices being adhered 
to, resulting in lowering of accident rates.  
 
Induction training is regulated by all workshop area supervisors; his has contributed to a 
safer prison. These safe working practices are individual to each work area and increase 
awareness of hazards and associated risks in these zones.  

 

Prisoners Injuries 2017 

 

 

It has been noted for the second year running that the reporting of accidents and injuries 

within the Prison has been excellent.  All new officers are required to complete the Scottish 

Vocational Qualification (SVQ) Level 3 in Custodial Care which includes a module on Health 

and Safety in the workplace. The rise in awareness amongst staff has reduced the level of 

accidents in the Prison.  In addition, the adherence to States of Guernsey safety initiatives 

has also contributed to the lowest staff injury figures, since statistics were recorded.  
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Officer Injuries 2017 

 

 

Custody Department 

The Custody team is primarily concerned with Safety and Decency. The team encourages 
prisoners to engage with the available prison regime whilst being kept in safe, humane, 
decent and secure conditions. Staff act as positive role models and ensure that prisoners’ 
domestic needs are catered for regarding the activities of daily living including living 
accommodation, furniture, fittings and bedding, personal hygiene and clothing. 
The system of privileges employed, aims to encourage responsible behaviour in prisoners; 
to encourage effort and achievement in work and other constructive activity; to encourage 
sentenced prisoners to take an active part in their rehabilitation and engage in positive 
sentence management; to benefit from activities designed to reduce reoffending. 
 
The key outcomes for the Custody team are as follows: 
 

 A safe, secure, decent environment is maintained, with a regime that promotes 
health and wellbeing and supports rehabilitation 

 Positive staff-prisoner engagement is in place 

 Good behaviour is recognised and poor behaviour has consequences 

 Prisoners feel that they have been treated decently and with respect 

 Prisoners feel that the use of incentives/privileges is proportionate, fair and free 
from discrimination 

 
 
In order to support these outcomes, the Custody team is responsible for employing a Safer 
Custody Strategy and Violence Reduction Policy.   
  

Assessment Care in Custody and Teamwork (ACCT) 

Prisoners at risk of self-harm or suicide are managed through a process known as 
Assessment Care in Custody and Teamwork (ACCT). 57 ACCTS were opened in 2017 for 
prisoners whom were considered at risk. A number of these ACCTS were reopened due to 
another related event within 28 days of documentation closure. 
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Female Prisoners 

During 2017, a total of 11 female prisoners were received into custody.  This is a slight rise in 

comparison to previous years. 

Juvenile Prisoners 

The Prison accommodates juvenile prisoners on its purpose-built wing named “Compass”. 
The Compass Unit is located within the Prison but situated outside the main population 
accommodation areas. The wing benefits from dedicated, specifically-trained staff and an 
adapted regime to cater for younger prisoners. 
    
During 2017, the Compass wing had 2 children located there. The occupants were safely 
integrated into the main population when they became 18 years of age.   

Vulnerable Prisoners  

The Vulnerable Prisoner population is made up of predominately sex offenders and has 
risen over the last few years and now represents 33% of the total population.  Vulnerable 
Prisoners are located on 3 separate wings. There is limited integration during work and 
education subject to risk assessment by the Activity Allocation Board. 

Incentives and Earned Privileges 

The Incentives and Earned Privileges (IEP) scheme is an established policy to reward positive 
behaviour and encourage compliance with the Prison rules and regime. It was completely 
reviewed in the early part of the year to simplify and improve it.  The key changes included;  
 

 Automatic IEP reviews, removing the requirement to apply for review 

 Using actual warnings given by Officers in assessing status, so that prisoners are 
aware of their behaviour 

 Hygiene and cleanliness within cells considered for movement between the levels  

 Hygiene products are now outside of prisoners’ cash limits to encourage cleanliness    
 

Separation, care and progression unit (SCAPU) 

The Prison SCAPU is used primarily to segregate prisoners who are considered to be a risk to 
the good order and discipline of the establishment due to refractory or non-compliant 
behaviour.     
 
The SCAPU has been used by 11 prisoners throughout 2017. 
 

Assaults 

During 2017 there was one assault against a member of staff and 2 other assaults by 
prisoners against prisoners reported. 
 

Use of Force 

During 2017 there were a total of 30 incidents requiring use of force reports to be 
completed. Of these, 10 were planned removals and 20 were spontaneous interventions.   
 
A breakdown of all incidents is listed below: 
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1 x dirty protest 
6 x preventing harm to self 
5 x preventing harm to others 
1 x transfer to Mental Health Services 
17 x risk to good order of the establishment, including but not limited to destruction of 
property, refusing lawful order and visits passes. 
 

Learning, Skills and Regimes  

The learning and skills curriculum entitlement is available for all categories of prisoner i.e. 
adult males, females, young persons and vulnerable prisoners (VPs). The core learning 
curriculum is focused on the Literacy, Numeracy and ICT needs of the current prison 
population and is also supplemented with Employability Skills and Art classes. 
 
A major change during 2017 has been a switch from employing tutors through the Guernsey 
College of Further Education to the majority of the tutors now being contracted directly by 
the Prison. Guernsey Prison also use the Guernsey Adult Literacy Project (GALP) to support 
learners with specific learning needs including Dyslexia.  Religious Studies classes are 
provided through the Chaplaincy team.  
 
The Prison is very fortunate to be able to supplement the core curriculum by contracting 
tutors through the Creative Learning in Prison (CLIP) charity and to engage volunteers who 
also help with additional provision. This enables education to provide many extra classes 
and courses that would otherwise not be afforded, such as weekly yoga, textile craft, drama 
and cookery classes, as well as photography and music workshops and quarterly production 
of the Prison magazine ‘Bang Up’. Much of this provision engages prisoners who would not 
otherwise engage in education and as such, is not just a ‘nice-to-have’ extra, but is a vitally 
important part of education. 
 
The same applies for the Art and Craft classes which are hugely popular and successful. 
Many of the students submit entries to the annual Koestler Awards.  This sees many of the 
7,000 plus entries being chosen by a leading artist curator and exhibited at London’s Royal 
Festival Hall. This year, 5 of Guernsey Prison’s entries (including a group entry) gained 
awards for 8 different prisoners. 
 
The Prison is fortunate to have support in running the Prison Library from the Guilles-Alles’ 
(GA) Community Librarian.  In conjunction with GA, the Shannon Trust’s peer education 
reading scheme (‘Turning Pages’) has been introduced into Guernsey Prison with 9 prisoners 
having been trained as mentors and 7 taking up the offer of regular support over the past 
year. 
 
Increasing support for prisoners to undertake distance learning courses, mostly thanks to 
funding through the Prisoners’ Education Trust, has enabled 17 prisoners’ successful 
application for courses in a whole range of subjects including: Surveying Technologies, 
Sports Nutrition, Substance Misuse and Counselling, Health and Safety, Dog Grooming, 
Writing Biographies / Autobiographies and Bookkeeping; and two students have also 
completed modules as part of Open University degree courses. 
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Our participation rate in education is extremely encouraging, with an average of 75% of 
prisoners engaging in some form of learning, education or training over the last year. 
In the last year, a total of 77 prison learners have completed courses, leading to 132 
qualifications, certificates and/or awards. This represents a 15% increase on last year in the 
number of prisoners achieving an accredited outcome. 
 
 
 
The chart below demonstrates the breakdown of qualifications/awards achieved: 

 

 
 
Guernsey Prison is proud to be a working prison, where the expectation is that prisoners 
who are able, will be assigned jobs and expected to go to work each day. An average of 99% 
of all eligible prisoners were in work during 2017. 
 
All new prisoners are first inducted on general cleaning duties and allocated as 
wing/corridor cleaners. There is an Activities Allocation Board that sits once a week to 
allocate prisoners work which is linked to identified needs from their sentence plans. They 
can then progress to other areas including Laundry, Reception, Gym, Court, Library, 
Education or Maintenance. There are also opportunities in other areas where prisoners can 
take vocational qualifications that can help in their search for work once released. These 
areas are:- 

First Aid, 22, 
17% 

Catering, 21, 
16% 

Manual 
Handling, 15, 

11% 
Horticulture, 15, 

11% 

Yoga, 14, 11% 

Shannon Trust, 
11, 8% 

Art, 8, 6% 

Prisoners' 
Education 
Trust, 8, 

6% 

Bookkeeping
, 7, 5% 

Health & Safety, 
7, 5% 

Maths, 2, 2% Other , 1, 1% 

ICT, 1, 1% 

Guernsey Prison Qualifications 2017  
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Horticulture Site 

The produce from the Horticultural Site is used in the Prison Kitchen and any excess produce 
is sold to staff, visitors and members of the public.  Prisoners receive tuition in growing 
flowers and vegetables from seeds as well as general garden maintenance. They can also 
obtain a City & Guilds Level 1 Award in Practical Horticulture Skills. 

 

Carpentry and Recycling Workshop 

The Prison is very active in recycling, which starts with prisoners being encouraged to 
separate their waste on the wings.  This is collected on a daily basis, sorted and disposed of 
appropriately. We also have a contract with a local computer firm to recycle their IT waste. 
There are prisoners employed in the Carpentry Workshop who make new garden furniture, 
repair old wooden items for the public and also undertake community projects such as the 
repair and refurbishment of old boats, benches and carts. Prisoners are able to take a City & 
Guilds Level 1 Award in Construction Skills (Carpentry and Joinery). 
 

CLIP Workshop 

The Workshop employs prisoners who upcycle and construct small items which are available 
for sale in the CLIP Outlet. They also collate tourist information packs for the Airport and 
Harbour and hand-finish traditional Guernsey sweaters.  
 

Catering  

In order to work in the Prison Kitchen, prisoners must undertake a Level 2 Food Hygiene 
course. Once working in the Kitchen, they can then take a City & Guilds Level 1 NVQ in 
Hospitality (Food Preparation and Cooking). The Kitchen also provides catering services for a 
select number of community organisations and supplies home-made goods for sale in the 
CLIP Outlet. 

 

 

 

Pathways Unit  

January 2017 witnessed the merger of the Offender Management Unit and the 
Regimes/Learning & Skills Department into The Pathways Unit. The purpose of this merger 
was to enable the personnel from both areas to work more effectively together in enabling 
prisoners to successfully meet their sentence planning targets. Sentence planning continues 
to be based upon the 7 Pathway model: 
 

 Accommodation and support 

 Employment and Education 

 Drugs and Alcohol 

 Family and Social Support. 

 Life Skills and offending behaviour 
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 Health (physical and mental) 

 Financial Management 

Pathways has continued to provide Offending Behaviour and Life Skills Group work 
programmes, in addition to 1:1 offending behaviour interventions undertaken by the 
Probation Service. In 2017, 26 prisoners completed the Choices & Challenges generic 
offending behaviour programme, 11 prisoners completed The Decider Skills and 20 
individuals completed the Inside Out Substance Misuse group work programme facilitated 
by Drug Concern.  
 
A development for this year was the introduction of Peer Mentors within group work 
delivery; this has proven to be very effective and of benefit to those prisoners receiving 
support, as well as those assuming the mentor role. Initial success with implementing this 
initiative led us to pilot the scheme, with male prisoners mentoring in the female group. This 
enabled the participants to experience a different perspective on problem solving. 
 
Addressing the offending behaviour needs of the sex offender population is resource 
intensive. The Probation Service continues to assess for, and deliver, the Sex Offender 
Treatment Programme in consultation with a Forensic Psychologist via a now well-
established triage process. In many cases the Offender Managers and Offender Supervisors 
co-work the programme on a 2:1 basis and this population are also offered The Decider 
Skills group work programme. 
 
Drug Concern reviewed its service delivery in the Prison during 2017 and as a result has 
implemented two new recovery groups and introduced assessment summary reports for all 
prisoners.  SMART (Self-Management and Recovery Training) groups were first rolled out at 
Drug Concern for their service users in the community late 2016; owing to the positive 
feedback from attendees, the decision was made to implement them in the Prison. 
Following a three-month review, a prison-specific version of the programme was sought and 
“Inside Out” was implemented. The groups facilitate the learning of tools for recovery from 
substance use and focus on four main areas; motivation, coping with urges and cravings, 
managing thoughts, feelings and behaviours, and living a balanced life.  Attendees can go on 
to complete some online training (in the community) to enable them to facilitate their own 
group in the community should they choose to do so. There is also the option to access 
online SMART groups (global) which run outside of usual Drug Concern hours.  
 
Three Inside Out programmes were delivered during 2017 (involving 20 prisoners) and 
weekly SMART support groups have been running for those prisoners wanting to freshen up 
on the tools for recovery at any point during their sentence or as preparation for release.  
 
The introduction of an Assessment Summary Report (ASR) means that the Offender 
Manager and Offender Supervisor receive an overview of the initial assessment of 
substance use history, needs, and recommendations for interventions. Drug Concern 
continue to provide individual work, where assessment highlights this as a need and are 
now able to provide counselling to address underlying issues that may contribute to the 
maintenance of substance use. 
 
Demands on the Prison’s family support services continues to increase with a significant 
number of prisoners being involved in the Family Proceedings Court regarding contact 
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with/care of their children. Referrals to the Family and Couple Therapist have continued to 
steadily rise, Storybook Mums/Dads and Children’s Visits also remain popular for our 
parents in custody. 
 
The Release on Temporary Licence Progression Scheme continues to form an integral part of 
our resettlement planning for all of those prisoners risk assessed as suitable. During the 
course of the year, a total of 29 prisoners progressed through the scheme: 
 

 9 of the 29 prisoners remained in their paid employment positions following release 

into the community. 

 6 of the 29 prisoners left the Island on release so were unable to remain in these 

positions. 

 4 of the 29 remained in custody at the end of the year and continue with their 

employment into 2018. 

 10 of the 29 were unable to secure paid work but remained in their voluntary work 

placements until their release either on Parole Licence or Earliest Date of Release 

(EDR). 

 

The Offender Management Team have continued to work in partnership with community 
initiatives such as the Guernsey Caring for Ex-Offenders (GCFEO) and Offender Deposit 
Assistance Scheme (ODAS) and have contributed to the consultation process with regards to 
the development of a Community Savings Initiative as an alternative to High Street banking. 
 
2017 was the first year that The Compass Unit was operational. Although available since 
2015, fortunately no children were received into custody until July 2017. Appropriately 
trained staff supervised the children at all times and the Prison worked together with the 
Youth Justice Service (Health & Social Care) and Probation Service in development and 
review of the Child’s Plan until transition to the adult population in both cases. 
 

Operations 

During 2017, the Operations Department have been involved with the introduction of Body 
Worn Video cameras that have provided additional support for staff in dealing with 
incidents as the cameras also record audio.  
 
The Operations Department have introduced a monthly security briefing which provides 
staff information on searching finds, statistics, information reports and other relevant 
information.   
 
This Department continues to work towards a safe and secure environment by providing 
staff training in Mandatory Drug Testing (MDT) and searching techniques along with specific 
training to enhance the new security systems, CCTV and drone system. All the new 
technology assists the Department in its challenges to prevent illicit items being trafficked 
into the Prison which helps support the Prison’s drug strategy.  
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Staff Learning and Development 

Within Staff Learning and Development, the Prison ensures it is fit to deal with incidents by 
ensuring staff undertake Fire, First Aid, Safeguarding and Use of Force training annually, also 
during the year there has been two recruitment drives which has brought the Prison to full 
staffing levels. The Scottish Vocational Qualification in Custodial Care Level 3 continues to 
be delivered and a mixture of 23 new and established staff are currently studying the award, 
along with 4 trainee assessors and 2 trainee Internal Verifiers.  
  
Currently running, is management development for Senior Officer and Governor 
Accreditation which provides succession planning for the Service.  
 

Marketplace Event 

During 2017, the Prison was presented with its “People Survey” results.  This was a survey 

taken by all States of Guernsey employees regarding their work life.  The outcomes of the 

survey ignited some further questions for the Prison Senior Management Team which 

sparked the “Marketplace” event.  The Prison was on restricted regime for a full morning to 

allow all staff to have an allocated time and opportunity to speak to senior managers 

regarding concerns around six major themes.  These themes were Staff Welfare, Service 

Guernsey, My Job, Vision and Objectives, Management and Performance Recognition.  Staff 

were constructive and presented not only problems but potential solutions.  Some new 

initiatives from this exercise have been implemented such as attendance and support 

meetings, Daily Communications meetings, Care Team implementation and a review of the 

Bullying and Harassment policy. The Marketplace Action Plan will be revisited at key times 

during 2018.  

 
Healthcare Report 

Service Provision and Development 

2017 continued to be a challenge to meet all prisoner expectations of Healthcare delivery.   
 
Prisoners presented with more complex healthcare needs, one requiring a lengthy 
admission in hospital and others had to attend the UK for specialist care, not provided on 
island. 
 
In early 2017, Health & Social Care (HSC) moved Prison Healthcare under the clinical 
management of Hospital Services’ Medical Division. 
 
The nursing team provided primary care services equitable to those in the community for 
the extended hours of 12.25 hours per weekday and 8 hours on both weekend days which 
enabled the administration of evening medication at a later time of 18:45 hours, 4 days a 
week. The nursing rota was adjusted to accommodate this. 
  
Nurse-led clinics continued to be provided daily, including immunisation provision, well 
man/well women;  weekly stop-smoking sessions; sexual health screening, nurse ’triage’; 
chronic disease management; detoxification; mental health; admission and pre-release  
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assessments.  All newly sentenced prisoners returning from court continue to be risk 
assessed by a Registered Nurse in Prison Healthcare, on return to prison.   
 
The Prison Dentist continued bi-weekly surgeries, offering 144 appointments throughout 
the year and Optician Clinics within the Prison saw 16 prisoners in 2017. 
 
A new physiotherapy contract was agreed mid-year and 24 appointments were offered 
during 2017. 
 

Staffing, Recruitment and Training 

Nurse retention was good during 2017 with minimal absence.  Health and Social Care (HSC) 
were successful in securing a part-time Healthcare Administrative Assistant post in March.  
This means that at the end of 2017, the nursing team consists of one Band 7 Healthcare 
Manager, x 1.5 Band 6 RGN senior staff nurses and x 2 Band 5 RGN staff nurses.  Bank 
nurses filled the nursing shortfalls. 
 
In 2017, all prison nurses undertook bespoke mandatory clinical updates and Orthopedic 
Workshops, provided by HSC via IHSCS tutors, individualised to the needs of Guernsey 
Prison nurses.  
 
Some nurses gained experienced working in acute mental health, learning disability units 
and sexual health departments as required. 
 
Nurses commenced training prisoners in the use of Prenoxad pre-release, in an attempt to 
reduce the risk of opioid-related overdoses and deaths post-release. 
 

Queen’s Nurse Title 

The Prison Healthcare Manager, was awarded the title of Queen’s Nurse in November 2017. 
 

GP services 

The Prison GP contract continued successfully in its 7th year and was renewed at the end of 
the 2017 for a further 2 years.  The Service provides 2 clinics per week, along with an on-call 
service Monday until Saturday midday, in addition to several clinical and strategy meetings 
surrounding the development of Healthcare provision.  
 

Quality assurance 

Five complaints relating to healthcare delivery were raised by prisoners during 2017. Two of 
which were upheld and three dismissed; each were resolved, with a formal written response 
going to each prisoner.   
 

Communication 

The nursing team continue to attend regular and relevant meetings with Prison Pathways 
and continue to be an integral part of the sentence planning processes.   
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Prison nurses continue to be actively involved in the weekly Risk Management Meeting 
which incorporates a part of the ACCT process for all prisoners at risk of suicide and or self-
harm. Nurses also attend regular reviews on all prisoners commenced on an ACCT 
document 
 
The Healthcare Manager/nurse in her absence, attended the Governor’s Daily Operational 
meeting along with regular attendances at HSC Medical Division and Adult Hospital Services 
meetings, Prison Performance Review, Planning and Development, Finance, Safer Custody 
and MAPPA Meetings. 
 
In addition, there has been nursing representation at the monthly Prisoner Consultation 
Committee and Diversity Meetings. 
 
The Healthcare Manager attended regular HSC Senior Nurses Forum and Care Values 
Framework meetings. 
 

Prison Health Fair 

Over 50% of prisoners attended a dedicated Health Fair held in the Prison.  Statutory and 
non-statutory agencies attended to offer information and fun ways of sharing information 
to all those who attended. Press and media covered the event.  HSC’s Chief Nurse and 
Deputies also attended. 
 

Statistics 

2166 prisoner appointments were attended within the Healthcare Department.   

 752 GP appointments 

 147 Initial prisoner nurse screenings 

 1152  Nurse appointments (excluding Quitline and initial prisoner screenings) 

 25 Psychiatrist sessions 

 60 CPN sessions 

 30 Psychology & 61 Psychotherapy sessions 
 

STATISTICS 

Prison Population 

The Prison’s Certified Normal Accommodation (CNA) is 134; however the Prison’s maximum 
operational capacity is 143.  The annual average figure for 2017 was 91 with the highest 
number reaching 108 and the lowest being 78. 

Breakdown of Prison Population 

During 2017 the breakdown of the population fluctuated a little at the end of the year.  As 

the graph below shows, male adults were the majority of the population.  
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The chart below shows the monthly average. 

 

 

 

Deaths  

There have been no recorded deaths in custody during 2017. The Prison continues to carry 
out vigorous assessments and take action accordingly in regard to the risk of suicide and 
self-harm. 
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Escapes 

There have been no recorded escapes from custody and Public Protection remains a priority 
for the Prison. 
 

Adjudications 

Over the course of 2017, there were a total of 118 offences against discipline committed by 
a total of 45 prisoners.  
 

 

 
Of the 118 offences, 3 were referred to the Independent Adjudicator for serious offences, 
75 adjudications have been awarded, 26 dismissed, 13 were not proceeded with, 2 were 
overturned and 2 were referred to the police.  All offences are listed within Appendix A. 

Appeals 

There is an appeal process for prisoners against any finding of guilt or punishment awarded. 
There were 2 appeals in 2017 both of which were overturned as a result of technical errors 
within the process. 
 

 

 

Key Performance Targets 

The Guernsey Prison Service is fully committed to monitoring its performance and ensuring 
that its managers have access to the information they require to judge effectiveness and 
make informed decisions against the following objectives; 
Protect: Ensure public protection and provide a safe and secure environment. 
Reduce: Commit to reduce re-offending and enable prisoners to address the causes of 
offending behaviour and provide them with values, skills and experience to take a positive 
role in the community upon release.  
Corporate: Focus on performance management.  
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As shown in Appendix B the prison had a successful year regularly managing to meet its 
2017 Key Performance Targets (KPTs) and hopes to continue to do so throughout 2018 
against the following objectives; 
 
Safety: Prisoners, particularly the most vulnerable, are held safely. 
Respect: Prisoners are treated with respect for their human dignity. 
Purposeful Activity:  Prisoners are able, and expected, to engage in activity that is likely to 
benefit them.   
Rehabilitation and Release planning: Prisoners are supported to maintain and develop 
relationships with their family and friends.  Prisoners are helped to reduce their likelihood of 
reoffending and their risk of harm is managed effectively.  Prisoners are prepared for their 
release into the community.  
 

Appendix A 

OFFENCES AGAINST 
DISCIPLINE.docx
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CHAIR’S FOREWORD & SUMMARY 

In starting my fourth foreword as the Chairperson of the Independent Monitoring Panel (IMP), I 

again wish to acknowledge my fellow volunteers who sit on the Panel for their continued 

commitment and enthusiasm. The role of the Independent Monitoring Panel is to provide 

independent oversight of the day to day operation of the prison. We are a group of ordinary 

people doing an extraordinary job. We monitor day to day life within the prison to ensure that 

proper standards of care and decency are maintained.  

In 2017 a number of members retired and we successfully recruited three new members who all 

offer new and different perspectives. It is important that Panel members be flexible, 

enthusiastic and open-minded and that they possess objective judgement and listening skills. 

Panel members need to be good communicators in order to be able to ask the right questions 

and formulate a fair response, taking into account all of the different and often conflicting 

personalities and priorities.     

We are, as always, indebted to the staff at the Guernsey Prison; especially to those prison 

officers who accompany members throughout their visits. Without their insight, information 

and an understanding of our role we would have a very difficult and frustrating job to do! I take 

this opportunity to thank them all for their professionalism, courtesy, patience and good 

humour on our visits. 

The Guernsey Prison continues to develop and improve the way it protects the public and 

endeavours to reduce re-offending. The past year has seen a number of significant physical 

improvements to the estate, which has had the effect of reducing the number of complaints 

received about the fabric of the prison, its facilities and atmosphere.  

We all consider that more could be done to improve general awareness of the Panel’s role. 

Panel members have continued to attend induction meetings throughout 2017, which has 

served to increase understanding however, the Panel is of the opinion that a significant amount 

of information is disseminated to prisoners on induction, at a time when emotions are generally 

running high. The Panel is sympathetic and understands that it is difficult for prisoners to retain 

all the information given at induction and suggests that there may be other ways for the prison 

to make this information available, perhaps in different formats.  

The Panel has continued to improve the way it communicates with prisoners and prison staff 

specifically regarding the outcomes from its enquiries.   

In conclusion the Panel continues to view the Guernsey Prison, its facilities and its staff to be a 

testament to this Island. The Panel is pleased see the work being undertaken to prepare 

offenders for their eventual release and overall considers that prisoners are treated fairly and 

humanely and that they are held in a facility which is properly managed and in good condition. 

Wendy Meade  
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STATUTORY FUNCTION  

The Guernsey Prison Service serves the public by keeping in custody those legally 

committed to its care. Its duty is to look after them with decency and to help them lead law-

abiding lives in custody and after release. The Prison holds a diverse population, including 

those sentenced and on remand, men and women, young offenders and juvenile and 

vulnerable prisoners.  

The Independent Monitoring Panel is constituted under the Prison (Guernsey) Ordinance 

2013 (“the Ordinance”) as an independent body made up of members of the public to make 

unannounced visits to Guernsey Prison. Members provide independent oversight of the day-

to-day operations of the Prison and prison conditions, monitor the administration of the 

prison, the treatment of prisoners and whether the statutory objectives of the prison system 

are being met, and serve to protect the well-being of prisoners. In addition to this, the 

Independent Monitoring Panel also looks to oversee the general well-being of the members 

of staff who are employed at the Guernsey Prison.  

The core functions of the Panel include: 

1. Undertaking a monthly unannounced visit of the Prison premises (two Members in 

attendance for each visit); 

2. Individual responses to prisoner requested visits;  

3. Visits to prisoners who have been admitted to the Segregation Care and Progress 

Unit (SCAPU); 

4. Bi-Monthly Panel meetings; 

5. Attendance as observers at various Prison meetings.    

The Ordinance requires the Panel to prepare an annual report at the end of each calendar 

year, which must include the following:- 

(a)  A summary of the Panel's activities, including the number of –  

I. Complaints or requests received from prisoners, and  

II. Inquiries conducted by Panel members, broken down by the topics to which they 

relate (e.g. food, temporary release licence, privileges, use of force) and compared to 

statistics from previous years,  

(b)  Anonymous examples of prisoner's complaints and results of the Panel's inquiries 

into those, including recommendations made and responses received from the 

Governor or the Department,  

(c)  The Panel's observations in relation to:-  

I. The state of the prison premises,  

II. The administration of the prison, 

III. Its observations on the treatment of prisoners. 

(d)  Any advice or recommendations the Panel sees fit to make. 
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THE PANEL’S OBSERVATIONS in 2017 

The Guernsey Prison continued to see low numbers in terms of the prison population 

throughout 2017. The prison’s Certified Normal Accommodation (CAN) is 134; the maximum 

operational capacity is 143. The average prison population for the 2017 calendar year was 

91 with the highest number reaching 108 and the lowest recorded at 78. It was noted by the 

Panel, that on the majority of visits it was observed that that despite the size of the 

population and the staffing pressures, the atmosphere throughout the prison appeared 

healthy, relaxed and positive. 

The Panel have generally been satisfied with the state of the prison premises during their 

visits. The planned programme of wing refurbishment has progressed well, has led to a 

reduction in complaints and, has contributed to the improved atmosphere. However, the 

panel is disappointed to report that the occupation of Lima Wing, following its 

redevelopment, was held up due to a delay in the installation of cell call buttons The Panel 

was impressed that the female population had been invited to be involved in redesigning 

their new wing and had produced furnishings.  The Panel note that tensions have been 

running high on the female wing due to individual personalities and suggests that some of 

this might be calmed by their moving to the new wing.  See Appendix for further detail.  

There has been a significant reduction in complaints from prisoners about the temperature 

of the accommodation, following the replacement/installation of boilers and heat pumps 

this year. The Panel notes that this has been an ongoing issue for the prison for a number of 

years, so is pleased that this issue appears to be finally resolved. 

A new perimeter fence has been erected providing additional security however, the Panel 

were saddened to find that the erection of this fence has led directly to a reduction in the 

size of the football pitch, meaning that its now not the correct size for competition matches, 

and the prison team can no longer invite outside teams in for competitive games. The Panel 

note their concern with regard to the potential for this to lower morale and cause 

disruption, specifically for the younger male population.  

Glasshouses on the horticulture site have been replaced, the Panel commends the prison on 

its resourcefulness in that it replaced the greenhouse for free after a member of the public 

donated an old glasshouse that was due to be scrapped. The horticulture site is always 

beautifully presented and not only does it provide fresh produce for use in the prison 

kitchens, it also provides purposeful activities and training opportunities for prisoners.  

Occurrences of skin irritation complaints also appear to have dissipated. As identified in the 

Panel’s 2016 report, Prison Healthcare considered that this may have been caused by the 

detoxification processes.   

The Panel continue to be frustrated that some prisoners appear unaware of the Panel’s 

existence and role within the prison despite members of the Panel attending induction 
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sessions. The Panel welcomes the prison’s review of its induction process and hopes they 

can find a way to disseminate the required information at the necessary time and in a way 

that is understood by the majority of the population. The Panel are cognisant that there is a 

lot of information that needs to be given to those entering the prison. Much of this is not 

retained by prisoners and it’s not surprising, induction can be an emotional time. The Panel 

considers that the use of video or other electronic media may be an option, as an 

alternative to written or verbal information. Further, that rule books and information could 

be contained on wings or via the in-cell terminals to ensure prisoners have access to as 

much of this information as is possible.  

Recommendation:  

 Rule books to be placed on every occupied wing 

 In-cell terminals to contain accessible induction information including information 

relating to the IMP 

The Panel anticipated in its last report that prisoners may query the use of body worn 

cameras and considered that it might be beneficial to have some training about the benefits 

of using body worn cameras, what the capabilities are and in what situations they might be 

deployed within the prison setting. The Panel were advised at the end of 2016 that further 

information would be provided, but this has yet to be made available. There have been no 

enquiries or complaints arising from prisoners about the use of the cameras this year.   

The Panel noted from its last report that the recreational area appeared neglected and 

equipment had not been properly maintained. The Panel is pleased to report that the 

recreational area has improved and opportunities for different recreational activities, for 

example, yoga classes have been made available.  

The Panel is disappointed to learn that the issue of ex-prisoners accessing bank accounts 

locally remains unresolved. The Panel noted that having access to a bank account enables 

ex-prisoners to feel like they are valued members of society who are able to contribute and 

lead ‘normal’ lives. Having a bank account may even go some way to reduce the risk of re-

offending by enabling them to access employment and accommodation without employers 

and other organisations having to jump through hoops. Having a bank account allows ex-

prisoners to lead normal lives and does not place them, their employers and potential family 

members at risk.  

The Panel continues to be impressed by the learning and skills initiatives on offer at the 

prison, and the resulting opportunities provided for its population. The Creative Learning in 

Prison (CLIP) charity continues to go from strength to strength, providing activities which are 

creative, give prisoner’s new skills and develop their confidence. Prisoners from Guernsey 

Prison submitted a number of entries into the Koestler Awards again this year, with five 

individuals receiving awards. Prisoners continue to have access to vocational opportunities 
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such as work in the kitchen, in the carpentry, recycling and Le Tricoteur workshops and, as 

mentioned above, on the horticultural site.  

The Panel investigated a number of complaints in 2017 when prisoners alleged unfair 

treatment from prison officers and had requested to see what those officers had written 

about them on their PIMS record. The Prison Information Management System, known as 

PIMS, is used by officers to record amongst other things, comments and observations 

regarding a prisoner’s behaviour. The information contained is compiled and may be used 

for a variety of reasons including: when prisoner applies for parole, for security re-

categorisation or, for a change in their IEP Status.  

Currently, the prison charges for access to this information, as is the norm in the community 

when you request access to your medical records for example. The Panel is mindful that 

processing these requests, effectively a Subject Access Request (SAR), incurs additional costs 

in terms of the administrative resource and associated printing costs. However, with the 

new General Data Protection Regulations (GDPR) coming into force at the end of May 2018, 

new procedures in respect of these Subject Access Requests (SARs) will need to be 

established in order to meet data protection obligations.   

The Panel are of the view that there may be some vexatious requests to view this 

information should the £10 fee be waived however, considers that it is only right that 

prisoners be able to see the information that is recorded about them.  

In conclusion, the Panel has had no need to raise any specific issues with the Committee for 

Home Affairs in 2017. Responses received to visit reports have been satisfactory and the 

Prison always responds to our further enquiries until we are satisfied.  

 

 

Please write to the Chair of Independent Monitoring Panel c/o Sir Charles Frossard House 

if further information is required in relation to any matter contained within this Report. 
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APPENDIX 1 - STATISTICAL ANALYSIS 

 

1. Total number of visits 

Type of visit 2017 2016 2015 2014 2013 

Unannounced 12 12 12 12 12 

Requested Visits 20 38 15 9 12 

SCAPU* 12 6 3 2 2 

 

*The Segregation, Care and Progress Unit (SCAPU) is used to hold prisoners separately from the main population. There are a number of 

reasons for a prisoner to be segregated; generally the reason for separation is that they present an increased risk to themselves, to staff, or to 

the rest of the population and cannot be managed effectively if they remain. SCAPU in Guernsey Prison is not used as a punishment although 

may be used for a period of cooling off should a prisoner be presenting aggressive behaviour. The ethos of the SCAPU within Guernsey Prison 

is that of individually-focused care. The intention is to support individuals so that they can safely be returned to mainstream accommodation. 

There is a need to ensure that the decision to separate a prisoner, and the experience of separation for that prisoner, are governed by the 

stated principles of fairness and decency. Separation should never be prolonged or indefinite and care should be given to ensure that 

individuals contained within SCAPU are treated with humanity and decency at all times and to ensure that an individual’s mental health is not 

adversely affected by the separation. To this end the IMP are automatically requested when an individual has been placed in SCAPU. 
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2. Monthly unannounced visits 

 2017 2016 

Theme of visits 
Number of concerns 
raised by prisoners 

Number of enquiries 
made by IMP 

Number of concerns 
raised by prisoners 

Number of enquiries 
made by IMP 

Incentives & Earned Privileges (IEP) Status 1 1 2 2 

Release on Temporary Licence (ROTL)     

Adjudications/Warnings   1 1 

Access to offending behaviour work   1 1 

Access to work or education 3 2 1 1 

Bullying     

Smoking   1 1 

Detoxification     

Complaints against staff   1 1 

Food & kitchen 4 2   

Cleanliness     

Association Time / Gym / Recreation   3 3 

Parole   2 2 

Personal belongings or issues 5 4 4 4 

Healthcare 3 3 1 1 

Unfair treatment  2 1 1 1 

Fabric or maintenance of the prison building 6 3 6 7 

Use of force     

Information (Induction / release / processes) 1  2 2 

Support after release   1 1 
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3. Requested visits by theme 

 2017 2016 

Theme of visit 
Number of concerns 
raised by prisoners 

Number of enquiries 
made by IMP 

Number of concerns 
raised by prisoners 

Number of enquiries 
made by IMP 

Incentives & Earned Privileges (IEP) Status 2 2 2 1 

Release on Temporary Licence (ROTL)     

Prison Information System (PIMS) 1 1   

Adjudications/Warnings 5 1 4 3 

Access to offending behaviour work   3 1 

Access to work or education 2 1 1 1 

Bullying     

Smoking   1 1 

Detoxification   2 2 

Complaints against staff   1 1 

Food & kitchen     

Cleanliness     

Association Time / Gym 1 (group concerns) 1 1  

Parole   1  

Personal belongings or issues   4 4 

Healthcare 3 3 1 1 

Alleged unfair treatment  3  7 4 

Fabric or maintenance of the prison building 1 1 1  

Moving wing   1  

Use of force   2  

Visits   1 1 

Information (Induction / release / process) 1  3 2 

Support after release     

No concerns raised   8  

 



Page | 10 
 

APPENDIX 2- ANONYMOUS EXAMPLES OF PRISONER'S CONCERNS 

In providing anonymous examples of the queries received, the Panel is mindful of the 

difficulties within a small prison population in ensuring that confidentiality is maintained. 

Conscious that it may be possible to identify individual prisoners by virtue of the 

circumstances, even in the absence of names, the examples below have purposely been 

written in such a way as to preserve the confidentiality of those seeking the Panel’s 

assistance, but providing an illustration of the themes addressed. 

Managing wing populations 

The Panel is conscious that Guernsey Prison is the only facility on-island equipped to hold 

people committed by the Court, including those on remand, securely. The prison property 

must accommodate adult men and women, young offenders, children and vulnerable 

prisoners all with varying security categories, offences and lengths of sentence. With 12 

wings available to hold all types of prisoner, the prison must manage the fluctuation of the 

population carefully. Disputes, intimate relationships, bullying and perceived unfair 

treatment can make things extremely difficult to organise, and the Panel congratulates 

Prison Management with how they manage to maintain separation for all of these groups 

when using the same facilities.  

In 2017, tension and conflict on the female wing saw members of the Panel called in to 

observe and listen to concerns. Panel Members recognised that a particular mix of 

personalities confined to one wing presents significant difficulties. Had similar experiences 

occurred on one of the male wings, the Panel is of the view that they would have had the 

flexibility to move the occupants elsewhere. The Panel observed that the Prison 

Management Team had dealt with the clash of personalities in a very efficient way, trying 

various different arrangements in order to achieve balance.  

The Panel consider that a further contributing factor, to the general atmosphere on the 

female wing, was the delay in moving the female population to the newly refurbished 

female wing. The female population had input ideas on the furnishing of the wing, which 

had been a positive experience for them, and this may have had a small part to play in the 

frustrations and dissatisfaction on the wing.  

However, as mentioned above, the Prison Management Team are required to manage all 

types of prisoner and on this occasion the refurbished wing needed to be utilised for 

another category of prisoner. The Panel observed that the Prison had also made a significant 

effort to increase the availability of purposeful activity for the female population, including 

access to learning and skills opportunities, work and gym during this time.  

Access to dental treatment 
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The Panel dealt with a few complaints raised by prisoners relating to accessing dental 

treatment whilst in Prison. The Panel noted that there was a dental treatment policy which 

states “Guernsey Prison aim to provide a dental service to prisoners, equal to that provided 

by The States of Guernsey Social Security Department within the community.” The Panel 

noted further that the Policy states that “Individuals will receive free dental treatment for 

clinically assessed and routine dental work.”  Any cosmetic work including crowns and root 

canal treatments were not normally paid for out of prison budgets. However, treatment was 

available should the individual have sufficient funds. Once relayed to the individuals 

concerned the matter was resolved. The Panel consider the Prison’s Policy on dental 

treatment to be appropriate.      

The Panel did raise specific concerns relating to the time it was taking for an appointment to 

be made for one individual who appeared to have been living with the pain and discomfort. 

Once raised with the Governor and Healthcare, it was agreed that the time delay was 

unacceptable and the situation was expedited, with an appointment being made within the 

week.   



 

 

 
 

 
 
 
 
 

Presiding Officer 
States of Deliberation  
The Royal Court House  
St Peter Port 
Guernsey 
GY1 2PB 
 
 
7 June 2018 
 
 
Dear Sir 

In accordance with Rule 46(6) of the Rules of Procedure of the States of Deliberation and 

their Committees I am writing to advise you that Mr Andrew Warren has resigned as a 

non-voting member of the Committee for Education, Sport & Culture. 

Yours faithfully 

Deputy Matt Fallaize 
President 
The Committee for  
Education, Sport & Culture  
 
 

Sir Charles Frossard House 
La Charroterie 
St Peter Port 
Guernsey 
GY11FH 
+44 (0) 1481 733000 
educationsportandculture@gov.gg  
www.gov.gg 
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OUR MISSION
The Channel Islands Financial Ombudsman (CIFO) is independent. 
We support public confidence in financial services by resolving 
complaints when things go wrong and pointing out where things 
could be improved. We are easy to use and understand, and free 
for complainants. We do not take sides. We decide what is fair, 
even if that is not popular. We are open about our work. We are 
prompt and efficient, and seek to get better at what we do.
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C h a n n e l  I s l a n d s  F i n a n c i a l  O m b u d s m a n

SUBMISSION LETTER
CHANNEL ISLANDS FINANCIAL OMBUDSMAN

Dear Minister and President

As you know, the Channel Islands Financial Ombudsman is the joint operation 
of the Office of the Financial Services Ombudsman established by law in the 
Bailiwick of Guernsey and the Office of the Financial Services Ombudsman 
established by law in Jersey.

On behalf of the directors, I am pleased to submit the report and accounts 
for 2017. These take the form of a shared report accompanied by separate 
accounts, which include a division of overall overheads in accordance with the 
memorandum of understanding between you.

The report and accounts are submitted under section 1(c) of Schedule 2 of the 
Financial Services Ombudsman (Bailiwick of Guernsey) Law 2014 and article 
1(c) of Schedule 2 of the Financial Services Ombudsman (Jersey) Law 2014.

Yours sincerely

David Thomas,
Chairman

Senator Lyndon Farnham 
Minister for Economic Development, Tourism, Sport and Culture
States of Jersey 
Cyril Le Marquand House 
St Helier 
Jersey
JE4 8UL

Deputy Charles Parkinson
President, Committee for Economic Development
States of Guernsey
Raymond Falla House
PO Box 459
Longue Rue
St Martin’s
Guernsey      
GY1 6AF
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The Channel Islands Financial Ombudsman (CIFO) 
is the joint operation of independent financial 
ombudsman bodies established by law in Jersey and 
the Bailiwick of Guernsey.  This is our report for the 
calendar year 2017, which is our second full year since 
we opened for business on 16 November 2015.  

CIFO resolves financial services complaints - fairly and 
impartially - as an informal alternative to the courts.  
In doing so, we help to support public confidence in 
financial services, within the Channel Islands and 
internationally.  We are also an impartial source 
of information about themes which arise from the 
complaints that are referred to us. 
 
The annual statistics in this report were foreshadowed 
by the quarterly statistics published throughout the 
year.  But this report now includes a breakdown of 
those statistics between Jersey and the Bailiwick of 
Guernsey.  

As in 2016, a significant number of the complaints 
referred to us related to types of financial services 
that the States of Guernsey and the States of Jersey 
excluded from our scope.  It is for the States to consider 
whether or not the boundaries of our remit should be 
reviewed in the light of the data.

As previously agreed following consultation, published 
ombudsman decisions in complaints received from 
1 January 2018 will name the financial services provider 
(FSP) concerned (but not the complainant).  
Because many cases are resolved without a formal 
ombudsman decision, we hope to be able to publish 

named-FSP data about cases resolved in other ways. 
The States of Jersey has recently legislated for this, 
and we are looking forward to developments in the 
Bailiwick of Guernsey.    

A number of complaints upheld during the year 
related to a single investment firm, which failed to pay 
compensation because of insolvency.  In the absence 
of coverage by professional indemnity insurance, 
insolvency may leave consumers without the redress 
to which they are entitled under a CIFO decision or a 
court judgment.

The board’s key role is to preserve the independence of 
CIFO and the ombudsman, and I am glad to report that 
this has not come under threat.  The board is prohibited 
by law from becoming involved in individual cases, but 
we do exercise strategic oversight of CIFO’s efficiency 
and effectiveness.  

As foreshadowed in last year’s report we are 
conducting a rolling review of how things have gone 
since the office opened for business.  CIFO already 
measures up well against international standards 
– but we have a continuous focus on improving the 
service provided by CIFO, including in relation to 
communication and timeliness. 

Since CIFO was established we have kept the 
organisation lean.  We will need to keep under review 
whether, notwithstanding improvements in efficiency, 
it will become necessary to increase resources in order 
to fulfil effectively all aspects of CIFO’s role.   

We are also near the end of a four-stage consultation 
on CIFO’s funding structure that will apply when the 
existing arrangements expire at the end of 2018.  A 
high degree of consensus has emerged among 
stakeholders.  We aim to adopt the new structure 
in time for it to come into effect from 1 January 2019, 
subject to any necessary legislative amendments.

Financial ombudsman schemes operate worldwide. 
But CIFO is unique in covering two separate 
international financial centres. This provides flexibility 
and economies of scale, but doubles our workload 
in dealing with two governments and two sets of 
stakeholders. We appreciate the ongoing support they 
have all given to us.

As we did last year, we will convene public meetings 
in Guernsey and Jersey, to discuss this report and 
answer any questions.  This is part of our ongoing 
commitment to transparency and to engagement with 
our stakeholders.

I am grateful to the other members of my board for their 
time, effort and wisdom.  They and I thank the Principal 
Ombudsman and all the members of the team for their 
hard work in resolving complaints and in helping CIFO 
to evolve and mature, to effectively meet the particular 
needs of the Channel Islands environment.
 

C h a n n e l  I s l a n d s  F i n a n c i a l  O m b u d s m a n

David Thomas

MESSAGE FROM
THE CHAIRMAN
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C h a n n e l  I s l a n d s  F i n a n c i a l  O m b u d s m a n

Douglas Melville

MESSAGE FROM THE
PRINCIPAL OMBUDSMAN 
& CHIEF EXECUTIVE

Just when you think that your environment is settling 
down and visible patterns of activity are becoming 
clearer, new surprises emerge to remind us that change 
is the only constant in the financial services sector of 
the 21st century.

While the UK’s Brexit decision will undoubtedly have 
implications for the financial sectors in the Channel 
Islands, that impact is not yet clear. However, there are 
other changes, some local, some global, that we are 
seeing from our perspective that are having an impact 
on financial consumers that are served in or from the 
Channel Islands.

Given the global focus and reach of the international 
financial centres of Guernsey and Jersey, it should not 
be surprising that some international trends and issues 
are reflected in the complaint themes we encounter. 
Such trends include the consolidation of established 
players in the financial sector through relocations 
and mergers and acquisitions, the advent of new 
applications of financial technology (FINTECH) in the 
retail financial services space, the extended period 
of low interest rates driving depositors and investors 
further up the risk curve, and the regulatory focus 
on FSPs’ ability to clearly identify their customers’ 
identity and addresses to meet “know your client” 
and anti-money laundering requirements. All these 

trends and issues, and others, have been visible in the 
complaint issues brought to CIFO in 2017. The pattern of 
complaints we reviewed are also entirely consistent with 
the experiences of our international counterparts, with 
banking generating the most complaints given the large 
customer base and frequent points of customer contact 
for payments and account transactions. Investment 
suitability is the most significant single complaint theme 
in the investment, life insurance and pension sectors, 
while claims adjudication dominates the health and 
property & casualty insurance sectors. Non-bank credit, 
while currently unregulated in the Channel Islands, falls 
within CIFO’s remit and has proven to be an area where 
we have reviewed some challenging and concerning 
circumstances. Regulatory developments underway in 
both Guernsey and Jersey will bring welcome clarity of 
regulatory expectations to this area of financial services 
which is often serving the more vulnerable people in our 
society.

The volume of complaints reaching CIFO in 2017 was 
significantly less than the volumes from 2016, and 
more in line with initial expectations when plans for the 
office were made. On the other hand, the proportion of 
complaints that were within the remit set for us by the 
States of Guernsey and States of Jersey increased more 
than four-fold. So the number of new cases opened in 
2017 approached the volume experienced in 2016 which 
outpaced our capacity and led to an accumulation of 
cases awaiting review by our team. The team made this 
caseload a key priority for 2017.

With a combination of additional case handling capacity 
and a 20% year-over-year improvement in staff case 
handling efficiency, our team was able to close 79% 
more case files in 2017 than in 2016, and yet this was only 
enough to address the new case volumes we experienced 
in the year. As a result, the overall level of inventory of 
case files under review has remained at the level that built 
up during 2016.  The focus for our team going forward 
will be to make headway in closing more case files 
each week than we receive and absorb the inevitable, 
and hopefully only occasional, batch of complaints we 
receive that relate to a single issue, so-called “multiple 
complaints”. The unexpected arrivals of these multiple 
complaints, involving many complainants relating to a 
single complaint issue and a single FSP, have put a strain 
on our case handling capacity. While we are often able 
to leverage our analysis across the cases, the individual 
circumstances and loss calculations, coupled with the 
other stakeholder and expectation management issues 
that can arise when you have a group of similarly-affected 
complainants, mean that these types of complaints 
are particularly intensive. Efforts continue to address 
the pipeline of cases and to shorten the time it takes to 
resolve complaints.
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Over the course of 2017, we adopted several new 
approaches to tackle the volume of case files. We added 
a case file administrator role to the team to tackle the up-
front aspects of our complaint review process, providing 
faster confirmations of receipt of complaints and faster 
mandate screening to advise those we are unable review 
under our laws. The new role also freed up the three case 
handlers to focus more on their existing inventory of case 
files. We partnered with the Jersey Law Institute to take 
on part-time legal interns. The interns, who joined our 
team in Q4 of 2017, have quickly proven to be effective 
at supporting the rest of the team with legal and case 
analysis and lending general support to keeping up with 
the case administration load.

We have been careful to allocate appropriate resources 
to training our staff, both existing and new, in relevant 
skills and technical issues. We partnered with The 
Resolution Centre in Jersey, the Jersey Law Institute, 
and Queen Margaret University in Edinburgh to bring 
professional mediation training to Jersey. Alongside 
staff from various other offices in Jersey, CIFO’s entire 
team took part in training that focused on the skills and 
confidence development to engage with parties in difficult 
situations. As most of CIFO’s complaints are successfully 
resolved through mediation rather than ombudsman 
determination, these skills are critical to our effectiveness. 
All complaint-handling staff successfully completed the 
intensive course and will receive their Chartered Institute 
of Arbitrators (CIArb) and Civil Mediation Council (CMC) 
designations in Q2 of 2018. This development is not only 
an important capacity-building initiative for CIFO and 
our team, but also an important development for Jersey, 
reinforcing an alternative approach to dispute resolution 
which is increasingly being embraced by various players 
in the community.

Our team continues to evolve and adapt to CIFO’s pan-
island nature and the needs of our various stakeholders. 
Now that people across the Channel Islands are 
somewhat more familiar with our role, the amount of 
energy devoted to stakeholder relations and outreach has 
lessened a bit enabling our small team to devote some 
effort toward other important tasks that are important to 
leveraging the value of CIFO’s work. This past year, CIFO 
began to publish ombudsman determinations on CIFO’s 
website. These are the actual written decisions on cases 
that could not be resolved between the parties through 
facilitated settlement or mediation. A new searchable 
database is under construction to provide easy access 
via CIFO’s website to our written decisions organised 
by theme. Going forward, CIFO will identify the FSP in 
published determinations for complaints referred to 
our office on or after 1 January 2018. The identity of the 
complainant will never be disclosed.

We are also making an effort to publish more case studies 
on our website and in our annual reports. Short and 
readable, these are based on the complaints referred to 
our office. They are a useful resource for all stakeholders 
to help them better understand the potential pitfalls 
that can arise and to better understand the approach 

that CIFO takes to fair and reasonable resolution of the 
conflicts that can arise. These case studies are selected 
to illustrate typical issues arising from the provision of 
certain financial services and also serve to highlight 
important aspects of our dispute resolution role. The 
new database on our website will also provide an on-line 
search capability for our case studies as the published 
collection grows. Both of these initiatives, published 
ombudsman determinations and case studies, are part 
of our ongoing commitment to transparency of CIFO’s 
operation, complementing the transparency of our 
governance which already includes public disclosure of 
our financial accounts, board attendance, board minutes, 
and the personal expenses of the directors and chief 
executive. In our performance of CIFO’s public interest 
mandate, what we do is very important, but so is how we 
do it.

We are very gratified to have received continued support 
from all stakeholders, both in the day-to-day contact 
to resolve complaints and in the stakeholder briefings 
and consultations which provide the important industry 
and consumer input to our current and future funding 
structures. We are mindful of the impact our work has on 
others and we seek to ensure that we are both responsive 
and accountable for the effective performance of our role 
and for the resources given us to perform that role.

The independence of our office is critical to our 
effectiveness and continues to be well protected by 
our board of directors. CIFO’s chairman and the other 
directors are continually vigilant in ensuring that our 
statutory role is performed effectively and that our 
independence is protected from untoward influence. 
An ombudsman must be, and must also be seen to be, 
independent in order to garner the public confidence 
required to perform the role. Their protection of CIFO’s 
integrity and their on-going guidance to management, 
ensures on behalf of all stakeholders that CIFO continues 
to evolve and delivers the promise of fair and reasonable 
resolutions to individual complaints. By so doing, they help 
CIFO to enhance the reputation of the financial sectors in 
the Channel Islands. For this, we all owe CIFO’s board our 
thanks.

To our staff, we continue to combine building and refining 
the infrastructure, policies and procedures of our 
office with simultaneously resolving a large number of 
consumer complaints that find their way to us. It has been 
a tough year beset by various personal and organisational 
challenges, but our small team can be justly proud of our 
continued progress and our efforts to deal effectively with 
simultaneous multiple complaints and the review of CIFO’s 
funding structure. We look forward to continuing to lay the 
foundation for our future work; while continuing to bring 
to both parties a fair outcome through the application of 
a fair process. This is a complex role that the CIFO team 
continues to approach with great commitment, energy 
and integrity. For that they deserve our ongoing support 
and appreciation. Well done.
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Channel Islands 
Financial Ombudsman
WHO WE ARE

The Channel Islands Financial Ombudsman (CIFO) 
is the independent dispute-resolution service for 
unresolved complaints involving financial services 
provided in or from the Channel Islands of Jersey, 
Guernsey, Alderney and Sark. Complaints can be 
brought by any individual consumers and small 
businesses from anywhere in the world, plus certain 
Channel Islands charities.

CIFO is a joint operation of two statutory ombudsman 
roles, established in law by the Financial Services 
Ombudsman (Jersey) Law 2014 and the Financial 
Services Ombudsman (Bailiwick of Guernsey) Law 
2014, jointly operating under the name Channel 
Islands Financial Ombudsman. CIFO operates from 
a single office in Jersey with one set of staff and the 
same board members overseeing the two statutory 
roles. The States of Jersey and States of Guernsey 
jointly appointed the Board of Directors and the 
Board appointed the Principal Ombudsman and Chief 
Executive. The office commenced operation on 
16 November 2015.

The primary role of CIFO is to resolve complaints about 
financial services provided in or from the Channel 
Islands. It resolves complaints against financial 
services providers – independently, fairly, effectively, 
promptly, with minimum formality and so as to offer a 
more accessible alternative to court proceedings. This 
helps to underpin confidence in the finance sectors of 
Jersey and Guernsey, both locally and internationally. 

7
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Our staff – with a wide variety of experience 
and training in financial services, law, finance, 
consumer research and policy, dispute 
resolution and regulatory compliance – review 
and investigate unresolved complaints about 
financial services providers (FSPs) in or from the 
Channel Islands.

OUR STAFF 

Channel Islands 
Financial Ombudsman
HOW WE WORK

OUR APPROACH

When we receive a complaint, our team looks at the information provided to make sure it 
falls within our remit (see our process on page 12). For instance, the FSP has to fall within 
CIFO’s remit as set out by law in both Jersey and Guernsey. A summary of CIFO’s remit is set 
out in the table on page 11. We also look for a final answer from the FSP to the consumer, 
which allows us to start our review knowing the positions of both parties.

During an investigation, we gather information from both parties and review the facts of the 
case. We make decisions based on what’s fair to both the consumer and the FSP, taking 
into account general principles of good financial services and business practices, the law, 
regulatory policies and guidance, and any applicable professional body, standards, codes of 
practice, or codes of conduct. If we believe that the facts of the case do not warrant further 
review, we will let the consumer know quickly. We always make sure that we explain our 
reasons, just as we do when we are determining that compensation is appropriate.

If we determine that compensation is owed to the consumer, we try to resolve the dispute 
through a facilitated settlement between the consumer and FSP that aims to address the 
complaint quickly with a fair outcome to both parties.

Douglas Melville 
Principal Ombudsman & Chief Executive

Sophie Watkins 
Manager, Administration & Stakeholder Relations

George Butler 
Financial Accountant

Dominic Hind 
Case Handler

Richard Langlois 
Case Handler

Ross Symes 
Case Handler

Dillon Pestana 
Legal Intern

Juliette Raynier 
Legal Intern

Jessica Toudic 
Summer Intern

Heather Rushton 
Administration Officer

Oana Lupu 
Case File Administrator
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If we are unable to facilitate a settlement but we continue to believe the consumer should 
be compensated, we will complete our investigation and make a determination. Our 
decision, if accepted by the consumer, becomes binding upon the FSP.

We can require that FSPs pay compensation to the consumer of up to £150,000. We 
may also determine that compensation for inconvenience is appropriate in the specific 
circumstances. In some instances, non-financial actions such as correcting a credit 
reporting agency record may be appropriate.

Neither a court nor a regulator, CIFO does not fine or discipline FSPs or individuals working 
within the financial sector. While we do not handle matters that have already been through 
a court or an arbitration, if a client does not accept our conclusions, they are free to 
pursue their case through other processes including the legal system, subject to statutory 
limitation periods.

Back row:  Dominic Hind, Dillon Pestana, Richard Langlois, Ross Symes, Juliette Raynier. Front row: Heather Rushton, Sophie Watkins, Douglas Melville, George Butler, Oana Lupu

PRINCIPAL OMBUDSMAN & STAFF

9
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The scope or mandate of the Channel Islands Financial 
Ombudsman is set in the primary laws and supporting secondary 
legislation in Jersey and the Bailiwick of Guernsey. CIFO can only 
investigate complaints that meet certain conditions relating to 
the person bringing the complaint, the type of financial service 
complained about and the timing conditions. The table on the 
following page summarises the mandate according to the 
location from where the financial services were provided. Please 
note that this is a summary and the full detail is provided in the 
legislation viewable on our website. 

OUR MANDATE 
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Service 
provided in /
from

Guernsey, Alderney and Sark Jersey

Complainants 1. Must be a consumer or microenterprise (anywhere in the world) or a Channel Islands small charity; 

2. Must not be a financial services provider;

3. Must have been a client or had another specified relationship with the financial services provider.

Financial  
Services

The complaint must relate to an action (or failure to act) by a person while carrying out relevant financial services 
business, in or from within the location. Relevant financial services business covers:

1. Banking

2. Money service business

3. Insurance, excepting commercial reinsurance;

4. Investment funds: activities relating only to Class 
A collective investment schemes and not other 
collective investment schemes;

5. Investment services such as advising, managing 
or dealing in Class A funds and other investments 
such as stocks and shares; 

6. Pensions.  Exemption for pension business carried 
on in relation to an occupational pension scheme, 
where the employer does not do any other 
pensions business; 

3. Insurance;

4. Investment funds: activities relating only to 
recognized funds and not other collective or 
alternative investment funds;

5. Investment services such as advising, managing 
or dealing in collective investment funds and other 
investments such as stocks and shares;

6. Pensions.  Exemption for pension business carried 
on by employers in relation to their occupational 
pension schemes, where the employer does not 
do any other pensions business;

7. Credit. Exclusions for informal store credit; debt-advice from a third party such as the Citizens Advice Bureau; 
point-of-sale credit intermediaries that are not financial services entities;

8. Related (or ancillary) services provided by the same financial services provider;

9. Providing advice or introductions to the areas above.
 

Fiduciary / trust company business is exempt unless it relates to one of the areas above

Timing 1. ‘Starting point’: the act or omission that led to the 
complaint must not be before 2 July 2013;

1. ‘Starting point’: the act or omission that led to the 
complaint must not be before 1 January 2010;

2. The financial services provider must have already had a reasonable opportunity to resolve the complaint (a 
maximum of 3 months);

3. The complainant must refer the complaint to CIFO by the later of:

a. 6 years from the act/omission; or
b. 2 years after complainant should have known he/she had reason to complain

4. The complainant must also refer the complaint to CIFO within 6 months of receiving the financial services 
provider’s decision on the complaint if the financial services provider met certain conditions in handling the 
complaint.
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A SUMMARY OF
HOW WE DETERMINE IF A COMPLAINT 
IS WITHIN CIFO’S MANDATE

Were the financial services provided in or 
from Jersey, Guernsey, Alderney or Sark?

Are the financial services provided within 
CIFO’s remit?

Are the timing conditions satisfied?

Is the complainant eligible?

CIFO will not be able 
to investigate

CIFO will not be able 
to investigate

CIFO will not be able 
to investigate

CIFO will not be able 
to investigate

CIFO will investigate further

YES

YES

YES

YES

NO

NO

NO

NO
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Enquiry Receipt of 
Complaint

Information 
Gathering

THE PROCESS 
FROM ENQUIRY THROUGH 
TO FINAL DETERMINATION

Initial Review 
Against Mandate

Court Enforcement of 
Decision (if required)

Feedback to Industry 
and Regulator

Complaint 
Intake Process

Market Conduct 
Change

Final
Determination

Mediation

Investigation Preliminary 
Determination
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YEAR IN REVIEW
2017

OPERATIONS

Our second full year of operation saw CIFO tackling fewer new 
complaints than in 2016 but with a significantly higher (four-fold 
increase over 2016) proportion of complaints falling within CIFO’s 
remit thereby becoming cases for review by CIFO staff. As a result, 
the total caseload faced by the office was similar to that experienced 
in 2016. The team met this challenge closing 79% more case files in 
2017 as in 2016. This was made possible through the addition of a 
case handler to the team at the beginning of 2017 and a 20% year-
over-year increase in individual case handler efficiency. The team 
closed virtually the same number of cases (196) as we opened in 2017 
(197). However, despite this significant year-over-year increase in 
case closures, by only being able to close the volume of cases that 
came in during 2017, the inventory of cases under review that had 
already accumulated by the end of our first year of operation in 2016 
was no lower at the end of 2017. This remains the key priority for CIFO 
staff to address.

In general, we have been successful in handling the weekly volumes 
of in-bound complaints and, for those complaints found to fall 
within CIFO’s statutory remit, handling the weekly volume of cases 
we open. The unexpected arrivals of multiple complaints, those 
from many complainants relating to a single complaint issue and a 
single FSP, has put a periodic strain on our case handling capacity 
and has hampered our efforts to tackle the cases already with our 
office awaiting review. We also continue to expend significant effort 
dealing fairly and empathetically with the large number of complaints 
rejected as falling outside of our remit as set by law. We explain 
to affected customers why we are unable to review their specific 
complaint and, where appropriate, refer the consumer to other 
options they may wish to consider to pursue their complaint.

As noted earlier in this report, we adopted several new approaches 
in 2017 to tackle the growing caseload including the addition of a 
case file administrator role, engaging two part-time legal interns 
and significant investment in training and development for the team. 
We are seeing the benefits of these efforts in terms of case handler 
efficiency, faster case file completions and lower average age of 
case file inventory. Even with individual case handler file closures up 
20% year-over-year it will take time, and additional capacity, to work 
through the accumulated case inventory which continues to await a 
case handler to begin work on a new file.

We expect to be challenged in 2018 as the accumulated inventory of 
complaints on hand in Q4 of 2017 were brought through our intake 
process, screened against CIFO’s mandate, and those complaints 
deemed in-mandate have now become active case files on the desks 
of our case handlers with the clock running.

POLICY ISSUES ARISING

We continue to identify policy issues through our complaint resolution 
work and escalate those issues to CIFO’s Board of Directors and, 
where appropriate, to both regulators and governments.

During 2017, CIFO experienced the situation where a FSP failed to pay 
the compensation awarded through a number of binding ombudsman 
determinations. At the time, the FSP concerned was under the control 
of a court-appointed administrator and was essentially insolvent. 
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Under normal circumstances, there would be recourse to a 
professional indemnity (PI) insurance policy held by the FSP as 
required by the regulator. In our experience, such policies are not 
paying out to consumers on complaints reviewed by our office. The 
reasons for this negative outcome vary and include the FSP’s alleged 
failure to maintain the payment of premiums, alleged failure of FSP 
management to inform the insurer of the complaint issue on a timely 
basis, or insurance policy exclusions for losses caused by fraud or 
high-risk investments. Given the nature of the business conducted 
in the international financial centres of Jersey and Guernsey and the 
focus on attracting and serving high-net-worth investors, it would 
not be surprising to see high-risk investments in many investors’ 
portfolios. The sufficiency and suitability of professional indemnity 
insurance is an ongoing issue that CIFO has noted and will continue 
to share perspectives as they arise from our complaint experience 
with both regulators and governments.

Complaints referred to CIFO that fall outside our mandate remain 
a matter of concern and frustration for affected complainants. 
We continue to draw attention to the differences in coverage for 
complaints between Jersey and Guernsey. As a pan-island institution, 
we strive to ensure a consistent experience for consumers and FSPs 
across the Channel Islands to the extent the laws provide. While 
the differences in the mandate coverage between the islands have 
not yet been demonstrated to be a problem in statistical terms, 
anecdotally we are aware that some consumers have been unable to 
have their complaints reviewed by CIFO due to the different coverage 
provided by CIFO in each of Jersey and Guernsey as illustrated in 
the table on page 11 of this report. This is in addition to the many 
complaints which fall outside CIFO’s remit in both islands due to the 
exclusions set out in our legislation by the States of Jersey and States 
of Guernsey. Complaints affected by these exclusions are recorded 
in our complaint statistics as rejected owing to exempt financial 
services such as trust/fiduciary and exempt investment funds.

When a financial services provider applies good practice to the 
resolution of complaints, it makes a good-faith effort to provide 
appropriate redress for losses arising from any errors or service 
issues it may have caused. Such FSPs ensure that their customers 
are made aware of problems when they arise, signposted 
appropriately to internal complaint handling procedures, and if the 
matter is not resolved by the FSP to the customer’s satisfaction, 
informed of where to go for an independent and impartial review of 
their unresolved complaint. This would be consistent with the laws 
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that created CIFO, but also with the spirit of fair and reasonable 
complaint handling that led to CIFO’s creation in the Channel 
Islands. However, we have seen a few instances where FSPs have 
not approached complaint handling in accordance with this spirit. 
Whether or not a complaint has yet been referred to CIFO, FSPs 
can reasonably be expected to adopt an approach to complaint 
handling that treats their customers fairly and reasonably.

In particular, we are concerned with any practice by FSPs which 
could obscure the impact of a problem from consumers, or 
attempt to achieve settlement with consumers without full and fair 
disclosure of the nature and financial impact of the problem. The 
use of offers to settle matters, whether involving a formal customer 
complaint or not, for amounts CIFO would not consider fair and 
reasonable upon review, is particularly offensive. The practices are 
generally described as “goodwill gestures” and “without prejudice” 
and formalised with customer-signed releases of FSP liability. We 
encourage any financial consumers faced with such a situation to 
contact our office for information and guidance on how to activate 
the proper complaint handling procedures to achieve a fair and 
reasonable outcome. We would be pleased to let consumers know 
whether the approach being taken by their FSP is consistent with 
how we would approach it. FSP offers to settle with their customer 
made conditional upon the customer complaint not being referred 
to CIFO for review are particularly concerning and inconsistent with 
the effective function of CIFO’s mandate.

Widespread adoption of good practice in internal complaint 
handling by FSPs would bring multiple benefits. It would improve 
both the culture and operational approach to complaint handling 
by FSPs and thereby reduce the number of customer complaints 
referred to CIFO. For those complaints referred to CIFO, an 
effective internal review of the merits of a complaint and what 
would constitute fair compensation means that much of the 
information relevant to a subsequent review by CIFO will have 
already been assembled. This will likely increase the proportion 
of FSP settlement offers accepted by customers and result in a 
lower proportion of those complaints being appealed to CIFO. 
Better internal complaint reviews means better FSP complaint 
documentation and faster complaint reviews by CIFO for those 
complaints that are appealed. Fair FSP offers to settle complaints 
with their customers, even if they are still appealed to CIFO, 
will presumably lead to fewer CIFO mediated settlements and 
decisions for more compensation than what the FSP has already 
offered (an important metric which CIFO makes transparent 
through our quarterly and annual complaint statistics). At the 
very least, FSPs that are engaged in resolving the dispute make 
for faster CIFO mediated resolutions and lower overall costs of 
dispute resolution. All of these are worthy objectives and in the best 
interest of financial consumers, FSPs, and the reputations of the 
financial sectors in the Channel Islands.

Another policy area that warrants comment from CIFO’s complaint 
experience in 2017 is the non-bank lending sector. While currently 
unregulated in Guernsey and Jersey, the non-bank lending sector 
falls within CIFO’s statutory remit. CIFO reviewed a number of 
complaints in 2017 that raised general concerns about market 
conduct and the existence of credit providers operating with what 
we concluded were unfair terms and conditions. The complaints 
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also highlighted a concerningly low level of financial literacy 
amongst some local consumers in the Channel Islands. Both of 
these observations have been shared with governments and 
regulators. We note that work is underway in both Guernsey and 
Jersey to regulate non-bank credit. This will be a welcome change 
which will clarify market conduct expectations and enhance both 
consumer protection and CIFO’s ability to seek redress where 
warranted.

Finally, a long-standing policy issue that affects the performance 
of our role, and remains unresolved, is CIFO’s ability to obtain 
certain sensitive information from FSPs, regulators, government 
agencies, and law enforcement that is occasionally required for 
our investigations into complaints against FSPs. CIFO’s legislation 
provides an effective gateway for the sharing of confidential 
information in CIFO’s possession that can assist other official 
bodies like the regulators and law enforcement in the performance 
of their duties, but the legislation governing these bodies prevents 
any reciprocity in most cases. We have long sought solutions to 
these challenges. Our requests for policy or legislative change 
have been supported by industry stakeholders who understand the 
opportunities such change would bring for increased efficiency and 
the ability to resolve highly sensitive case files in an appropriate, 
confidential and timely manner. 

STAKEHOLDER OUTREACH 

During 2017 our stakeholder outreach was largely focused on two 
key areas, the annual meetings in Guernsey and Jersey following 
the publication of our 2016 Annual Report and the several rounds of 
stakeholder consultations on the future funding structure of CIFO 
described in more detail below.

We continue to engage with industry and community stakeholders 
across Jersey and Guernsey speaking to groups and sharing the 
learnings from our complaint resolution work, but the initial phase 
of raising awareness of our existence is over. Our efforts have 
evolved to help stakeholders in industry and the community ensure 
that consumer issues are fairly and impartially resolved in a timely 
and efficient manner. We are also sharing our insights to help raise 
the general level of consumer awareness in the hope of averting 
future disputes and unnecessary financial loss.

The media in the Channel Islands have been very responsive 
and effective at using the information we publish to inform local 
residents about our mandate and about the issues we see that give 
rise to financial consumer disputes. We are proud to contribute 
to raising the general level of financial consumer awareness and 
financial literacy in the Channel Islands in partnership with other 
stakeholders.
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FUNDING

In April of 2017, CIFO embarked on a four-stage consultation 
process with stakeholders to identify a revised funding structure 
to take effect after 31 December 2018, when the current funding 
structure that was established by both governments before CIFO 
commenced operation, and which was extended for an additional 
two years in late 2016, expires.

By the end of 2017, this extensive consultation process was well-
advanced and a new funding structure was proposed by CIFO’s 
Board in the light of the helpful views expressed by stakeholders 
during the three previous stages of the consultation. Stakeholder 
input had helped to significantly narrow the issues and options, and 
we are grateful to all those who contributed to the process.

The general consensus arrived at following completion of three of 
the four stages in the consultation was that stakeholders preferred 
a funding structure that: is simple and easy to understand; is easy 
and low-cost to administer; and avoids undue volatility. They were 
broadly content to continue with:

• a fixed charge (by way of annual levy) to be paid by all FSPs 
that can be identified from the registers maintained by their 
respective financial services commissions; plus

• a user-pays charge (by way of case fees) to be paid by those 
FSPs about which cases are handled by CIFO.

Stakeholders accepted that a fixed charge payable by all FSPs, 
whether they have any complaints or not, avoids undue volatility. 
It also recognises the benefit all FSPs derive from the increased 
consumer confidence created by the existence of CIFO. But a 
majority favoured revising the existing levy system, where the total 
levy is first divided between the two islands and is then divided 
among the relevant FSPs within each island. They preferred a 
structure under which the total levy is just divided among the 
relevant FSPs across both islands. Subject to that approach, 
stakeholders considered that any levy should continue to be 
shared according to the basis of the sectors for which registered 
providers are licensed or registered. They accepted that there 
is insufficient independent data to enable any levy to be shared 
by the size or market share of particular sectors or individual 
registered providers.

Accordingly, the final consultation paper (stage 4) issued in April 
2018 proposed a revised new funding structure which combines:

• a fixed charge (by way of annual levy), to be divided among all 
relevant FSPs in both islands, so that similar FSPs in each island 
pay the same amount; and

• a user-pays charge (by way of case fees) to be paid by those 
FSPs about which cases are handled by CIFO.

Some stakeholders raised concerns about case fees increasing 
beyond the levels that came into effect from 1 April 2018. The final 
consultation paper sought further views from stakeholders on the 
appropriate level for case fees, and hence the proportion of CIFO’s 
total funding that is raised on a user-pays basis.
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The proposed new funding structure retains the following features of the existing 
structure:

• Division of the levy on the basis of the sector(s) of activity carried out by an 
FSP.

• 50:50 weighting of the total levy raised between the banking sector and the 
non-banking sectors.

• Zero-rating of FSPs that are sufficiently unlikely to generate a complaint.
• Lower case fees for FSPs that have paid the levy.

It has been proposed to implement the new funding structure to take effect from 
1 January 2019, without a transition period, subject to completion of the necessary 
legislative changes in each of Guernsey and Jersey.

OFFICE INFRASTRUCTURE DEVELOPMENT

With the implementation of our complaint management system (CMS) on 1 January 
2017, much effort went into learning what the new system could do for us in terms 
of our day-to-day complaint recordkeeping as well as quarterly reporting for 
the board of directors and our publication of quarterly complaint statistics. The 
ability to query the inventory of complaints and case files also gave management 
improved insight into the status of individual cases under review and our overall 
inventory of case files.

During 2017, we commenced work to increase CIFO’s information security and 
develop the policies and procedures required to achieve an information security 
certification level comparable to those of similar agencies in the UK. By the end of 
the year, the audit had been completed and the required policies and procedures 
were being developed to enable certification in early 2018. This coincided with our 
work to align to new data protection standards.
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The primary focus of the entire CIFO team for 2018 will be to tackle the accumulated inventory of 
case files and thereby reduce the overall time it takes to resolve new complaints. Assuming that new 
complaint volumes remain steady, we hope to continue to improve our efficiency through the various 
initiatives we started in 2017 including a new staff role, the engagement of legal interns, and enhanced 
training in mediation skills to promote successful earlier resolutions of complaints through facilitated 
settlements. The combination of these initiatives should see the team able to close more case files in 
2018 than we did in 2017 and make further progress toward reducing the accumulated case file inventory.

Another significant project will be the completion of the funding structure consultation mid-year and 
commencement of the process to secure any required legislative changes to enable the new funding 
model for implementation by year-end to become effective 1 January 2019.

CIFO’s transparency will be enhanced with the reporting of complaint statistics on an island-specific 
basis. Q1 of 2018 will be the first time that CIFO will publish quarterly statistics showing the complaint 
experience in each of Jersey and Guernsey. We will pursue further enhancement of our transparency and 
outreach activities through publication of our first ombudsman determinations on a named-FSP basis 
and completion of the on-line search database to enable easy access to published determinations and 
case studies through CIFO’s website. Populating the database with ombudsman determinations and 
additional case studies will be a priority. 

One final item related to transparency is CIFO’s ability to publish complaint statistics on a named-
FSP basis. CIFO’s board of directors had intended to commence the reporting of summary complaint 
statistics naming FSPs in 2018. A lack of legislative clarity in both Jersey and Guernsey called into 
question CIFO’s statutory power to do so. The legislative change required to enable publication of 
named-FSP summary complaint statistics was approved by the States of Jersey in Q1 of 2018 and is under 
review in Guernsey.

In terms of CIFO’s infrastructure, in particular our information systems, policies and procedures, the 
priorities for 2018 will include completion of our Cyber Essentials Plus information security certification 
and our preparations for the General Data Protection Regulation (GDPR) which comes into force on 25 
May 2018.

In Q4, we hope to relocate within our current building to new premises that will enable the entire CIFO 
team to once again be co-located bringing the benefit of continuous informal discussion on case files as 
the team seeks to accelerate resolutions while maintaining the quality and consistency of our decisions.

LOOKING AHEAD TO 2018
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This presentation of CIFO’s complaint statistics 
represents the second full calendar year of operation for 
CIFO and supplements the quarterly complaint statistics 
regularly published by CIFO on our website.

The volume of complaints received by CIFO in 2017 was 
lower than our experience in 2016 and more in line with 
the anticipated complaint volumes when CIFO was in the 
planning phase prior to commencement of operations 
in late 2015. The lower complaint volumes offset the 
significant increase in the proportion of complaints which 
fell within CIFO’s remit compared to 2016. As a result, on 
balance, the workload faced by CIFO staff reviewing in-
mandate case files was comparable in 2017 to that faced 
in 2016.

The annual complaint statistics are presented here in 
our annual report on an island-specific basis for the first 
time showing the distinct complaint experience in Jersey 
and the Bailiwick of Guernsey (including the islands of 
Alderney and Sark). We have also reorganised, modified, 
and added to the data presented based on feedback 
received on our 2016 annual report.

Compared with the quarterly statistics published for 
2017, data have been updated as classification of a 
complaint can change during its life cycle and there is an 
ongoing effort made to review and refine the accuracy 
of complaint data which can lead to minor post-period 
adjustments.

COMPLAINT
STATISTICS
2017
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134 678

246
2017 COMPLAINT STATISTICS SUMMARY

Stage 1
Enquiries

Stage 2 
Complaints 
Received

Opening Complaints on Hand

Stage 3 
Initial Review as at 31 December 2017

Total 
Rejections 

as out of 
mandate

Withdrawn 
by 

complainant

Stage 4 
FSP Document Request as at 31 December 2017

Stage 5 Open Case Files as at 31 December 2017

Closing Complaints on Hand

Closed Case Files

Case Fee Payable

Awaiting 
customer 
documents/
consent

Waiting for documents from FSP

Under 30 days

Mediated

30-60

Decided

61-90

Withdrawn

Over 90

 Complaints under initial review

Pending further 
review against 
mandate

0 

72 
441 39

36

82

24

4

23

110

248

36

54 

3 Rejected 
as out of 
mandate

Rejected 
as out of 
mandate

Appears within mandate

Within mandate
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Jersey 305 45%

Guernsey 342 50%

UK & Rest of World 31 5%

Grand Total 678 100%

Jersey 102 15%

Guernsey 63 9%

UK & Rest of World 513 76%

Grand Total 678 100%

Table 1: Complaints Received - Location of Financial 
Services Provider

Table 2: Complaints Received - Location of Complainants

2017 COMPLAINT STATISTICS ANALYSIS

This section of the 2017 statistics analysis 
provides detailed information concerning all 
complaints about a financial services provider 
that have been received by CIFO whether or 
not they are ultimately deemed to fall within 
CIFO’s statutory mandate.

Of the 678 complaints received by CIFO in 2017, 
647 (95%) were against financial services 
providers operating in or from within the 
Channel Islands, 45% in Jersey and 50% in 
Guernsey. 31 (5%) operated in or from the UK 
or rest of the world. When CIFO receives a 
complaint against a financial services provider 
operating outside the Channel Islands, it will 
be referred to the most appropriate financial 
ombudsman service or regulator within that 
jurisdiction.

CIFO reviews complaints about financial 
services provided in or from the Channel 
Islands. The complainants can be from 
anywhere in the world. Of the 678 complaints 
received by CIFO in 2017, 165 (24%) were from 
complainants residing in the Channel Islands, 
15% in Jersey and 9% in Guernsey. 513 (76%) 
were from complainants residing outside the 
Channel Islands in the UK or rest of the world.
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Jersey Guernsey UK & Rest of World Total

Consumer 92 90% 59 94% 497 97% 648 96%

Microenterprise 10 10% 4 6% 13 3% 27 4%

Trustee 0 0% 0 0% 3 1% 3 0%

Charity 0 0% 0 0% 0 0% 0 0%

Other 0 0% 0 0% 0 0% 0 0%

Total 102 100% 63 100% 513 100% 678 100%

Table 3: Complaints Received - Type and Origin of Complainant

Of the 678 complaints received by CIFO in 2017, 648 (96%) were from consumers.  Only 27 (4%) were 
from microenterprises and 3 from trustees. The proportions were not significantly different for Jersey, 
Guernsey, and the UK & rest of the world although Jersey had the highest proportion of microenterprise 
complainants at 10%.
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Jersey Guernsey UK & Rest of World Total

Banking 216 71% 22 6% 9 29% 247 36%

Trust/Fiduciary 13 4% 205 60% 0 0% 218 32%

Insurance 7 2% 66 19% 7 23% 80 12%

Investment/Funds 44 14% 24 7% 4 13% 72 11%

Pensions 6 2% 17 5% 6 19% 29 4%

Non-Bank Money 
Services/Credit

17 6% 5 1% 1 3% 23 3%

Not Financial 
Services Related

2 1% 3 1% 4 13% 9 1%

Grand Total 305 100% 342 100% 31 100% 678 100%

Table 4: Complaints Received - Sector of Business Activity

Of the 678 complaints received by CIFO in 2017, 36% related to the banking sector. The proportions by location varied widely with Jersey 
having 71% of complaints from the banking sector while Guernsey had only 6%. This contrasts significantly with the second most 
prevalent sector, trust/fiduciary, which accounted for 32% of the overall total - which was 60% of the complaints in Guernsey but only 4% 
in Jersey. Of the remaining complaints, 12% related to the insurance sector, 11% to the investment/funds sector, 4% to the pensions sector, 
and 3% to the non-bank money services/credit sector. The relative proportions attributable to each sector differed significantly between 
Jersey and Guernsey.

The columns in Tables 4, 5 and 6 show the location from where the financial services were provided.
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Jersey Guernsey UK & Rest of World Total

Rejected as Out of 
Mandate 137 83% 283 97% 21 95% 441 92%

Withdrawn by 
Complainant 28 17% 10 3% 1 5% 39 8%

Grand Total 165 100% 293 100% 22 100% 480 100%

Table 5: Complaints assessed that did not become cases

Of the 678 complaints received by CIFO in 2017, 480 complaints (71%) did not become case files. 
Of those 480 complaints, 92% were rejected as falling outside of CIFO’s statutory mandate. 8% 
were withdrawn by the complainant. The proportions differed between Jersey and Guernsey with 
Guernsey having a higher proportion (97% compared with 83% for Jersey) of complaints rejected as 
out of mandate. Jersey had a higher proportion of withdrawn complaints (17% compared with 3% for 
Guernsey).
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*Please note some complaints may have been out of mandate for more than one reason

Jersey Guernsey UK & Rest of World Total

Exempt financial service (Trust 
company business / fiduciary) 8 6% 201 69% 0 0% 209 46%

Premature 72 51% 14 5% 2 8% 88 19%

Time (Too Old) 24 17% 29 10% 2 8% 55 12%

Time (Start Date) 7 5% 19 6% 5 20% 31 7%

Foreign financial service 
provider (non-Channel Islands) 10 7% 3 1% 21 48% 25 5%

Other 7 5% 10 3% 2 8% 19 4%

Exempt financial service 
(Investment Fund) 5 4% 12 4% 0 0% 17 4%

Ineligible complainant 3 2% 3 1% 1 4% 7 2%

Exempt Financial Service 
(Other) 4 3% 2 1% 1 4% 7 2%

Grand Total 140 100% 293 100% 34 100% 458* 100%

Table 6:  Why complaints did not become cases

Of the 458 complaints that did not become case files, 46% (most of which were from Guernsey) were rejected because they related 
to exempt financial services in the trust/fiduciary sector. The second most common reason for rejection was premature complaints 
(19%, most of which were from Jersey) where the FSP had not yet been provided with an opportunity to resolve the complaint or 
where the complainant’s loss had not yet crystallised to establish a fair amount of compensation. Timing of the complaint, whether 
the complaint being too old or arising from before the statutory start times set for CIFO’s mandate in each island, was the reason for 
rejection in 19% of complaints. The various other reasons for complaint rejection were minor by comparison.
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Jersey 48 24%

Guernsey 17 9%

UK & Rest of World 132 67%

Total 197 100%

Table 8: Case Files Opened - Location of Complainants

Jersey 136 69%

Guernsey 61 31%

Total 197 100%

Table 7: Case Files Opened - Location of Financial 
Services Provider

Of the 197 case files opened in 
2017, 136 (69%) were about FSPs 
from Jersey and 61 (31%) were 
about FSPs from Guernsey

Of the 197 case files opened 
in 2017, 48 (24%%) were from 
residents of Jersey, 17 (9%) were 
from residents of Guernsey, and 
132 (67%) were from residents of 
the UK or rest of the world.
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Jersey Guernsey Total

Banking 92 68% 16 26% 108 55%

Insurance 4 3% 36 59% 40 20%

Investment/Funds 27 20% 2 3% 29 15%

Non-Bank Money 
Services/Credit 10 7% 2 3% 12 6%

Pensions 3 2% 5 8% 8 4%

Grand Total 136 100% 61 100% 197 100%

Table 9: Case Files Opened - Sector of Business Activity

Over half of 197 case files opened in 2017 related to the banking sector (55%). This proportion varied 
significantly between Jersey and Guernsey with banking comprising 68% of opened case files in Jersey but 
only 26% of opened case files in Guernsey. In contrast, the insurance sector accounted for 20% of all opened 
case files but was 59% of opened case files in Guernsey and only 3% in Jersey. The investment/funds sector 
was 15% of all opened case files but was 20% of opened case files in Jersey and only 3% in Guernsey.

The columns in Tables 9, 10, 11, 12 and 13 show the location from where the financial services were provided. 
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Jersey Guernsey Total

Current Account 57 42% 12 20% 69 35%

Whole of life insurance 
(investment) 0 0% 17 28% 17 9%

Financial Advice 17 13% 0 0% 17 9%

Mortgage 11 8% 3 5% 14 7%

Health Insurance 0 0% 11 18% 11 6%

Mutual funds, unit trusts, 
collective investment schemes 9 7% 2 3% 11 6%

Other investments 9 7% 1 2% 10 5%

Home Insurance 1 1% 8 13% 9 5%

Money Transfer 8 6% 0 0% 8 4%

Consumer Loan 5 4% 2 3% 7 4%

Credit card account 6 4% 0 0% 6 3%

International Pension Scheme 2 1% 3 5% 5 3%

Savings/Deposit Account 5 4% 0 0% 5 3%

Payment Protection 3 2% 0 0% 3 2%

Private Pension Product 1 1% 2 3% 3 2%

Safe custody/safety deposit box 2 1% 0 0% 2 1%

Grand Total 136 100% 61 100% 197 100%

Table 10: Case Files Opened - Product Areas

Of the 197 case files opened in 
2017, 69 (35%) related to current 
accounts. No other single product 
area comprised more than 10% 
of the total although combining 
all investment-type products and 
financial advice would account 
for 50% of all opened case files.
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Jersey Guernsey Total

Poor Administration or delay 52 38% 15 25% 67 34%

Mis-selling 31 23% 4 7% 35 18%

Closure of account 18 13% 7 11% 25 13%

Fees/Charges 9 7% 13 21% 22 11%

Non-payment of claim 2 1% 15 25% 17 9%

Disputed payment out 9 7% 2 3% 11 6%

Refusal of service 8 6% 3 5% 11 6%

Interest charged/paid 6 4% 2 3% 8 4%

Transaction 1 1% 0 0% 1 1%

Grand Total 136 100% 61 100% 197 100%

Table 11: Case files opened - issue

The most common issue in the 197 case files opened in 2017 was poor administration or delay with 67 (34%). 
Mis-selling was the second most common issue with 35 (18%) and arose across a wide range of products, 
particularly in the investment sector. Closure of account was the third most common issue coinciding with 
the high proportion of complaints relating to current account products in Table 10.
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Jersey Guernsey Total

Case Files Resolved in Favour of Complainant 
for More Compensation than Previously 
Offered by FSP

102 62% 10 32% 112 57%

Case Files Resolved in Favour of Complainant 
for Same or Less Compensation than 
Previously Offered by FSP

22 13% 6 19% 28 14%

Case Files Resolved in Favour of FSP 38 23% 14 45% 52 27%

Case Files Withdrawn by Complainant 3 2% 1 3% 4 2%

Total 165 100% 31 100% 196 100%

Table 13: Resolved case files by outcome

Jersey Guernsey Total

Determined 98 59% 12 39% 110 56%

Mediated 64 39% 18 58% 82 42%

Withdrawn by 
Complainant 3 2% 1 3% 4 2%

Grand Total 165 100% 31 100% 196 100%

Table 12: Resolved case files - how they were resolved

Of the 197 case files opened in 2017, 112 case files (57%) were resolved in favour of the complainant for more compensation than 
previously offered by the FSP. This figure differed significantly by island with Jersey at 62% and Guernsey at 32%. 28 case files (14%) 
were resolved in favour of the complainant, but for the same or less compensation than previously offered by the FSP. 52 case files 
(27%) were resolved in favour of the FSP. Again, this figure differed significantly by island with Jersey at 23% and Guernsey at 45%. 4 
case files (2%) were withdrawn by the complainant after the complaint was opened as a case file.

In 2017, CIFO opened 197 case files and successfully closed 196. Of the 196, 110 (56%) were resolved through Ombudsman determination. 
82 (42%) were resolved through mediated settlements. 4 (2%) were withdrawn by the complainant after the complaint was opened as 
a case file. The data does not fully reflect the general experience of CIFO since commencement of operations in 2015 which has been 
that most case files resolve through mediated settlement. However, in 2017 a large number of case files related to a single insolvent FSP. 
Ombudsman determinations were required to establish the complainants’ legal rights to compensation should any assets be recovered. 
Adjusting the case file data to account for this multiple case scenario, only 28% of case files would have resolved through Ombudsman 
determinations while 68% would have resolved through mediated settlements. These figures are more consistent with CIFO’s overall 
experience since inception.
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Percentage of cases 
resolved by days 
taken

Mediated Decided Total

�30 28% 2% 13%

30-60 7% 2% 4%

61-90 9% 11% 10%

�90 56% 85% 73%

Total 100% 100% 100%

Table 14: Percentage of cases resolved by days taken from receipt of FSP file

Maximum £150,000

Average £64,564

Median £53,127

Minimum £50

Table 15: Amounts of compensation awarded up to statutory limit of £150,000

The time taken is measured from the date of receipt of the documentation from the financial services 
provider. The graph shows the mediated case files separately from the determined case files and shows the 
breakdown of the proportions concluded in under 30 days from receipt of the FSP’s file, 30-60 days, 61-90 
days, and over 90 days.

44% of case files closed through mediated settlements in 2017 were closed in less than 90 days. This was 
true for only 15% of Ombudsman determinations. This figure was materially affected by the single complex 
multiple complaint situation where a significant number of case files were closed at the same time by 
Ombudsman determination after a protracted investigation.

Of the case files that were resolved in favour of the complainant and involved financial compensation, the 
largest award for compensation was £150,000. The average award of compensation was £64,564 with the 
median amount £53,127. The lowest amount awarded was £50.
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INSIGHT INTO OUR APPROACH 
CASE STUDIES

Case Study #1  
EX-PARTNER OBTAINS BANK 
STATEMENTS FRAUDULENTLY 
LEADING TO LEGAL ACTION

Themes 
• Banking
• Privacy and data protection
• Customer authentication/fraud
• Liability for customer legal costs

In 2014, the required maintenance payments 
between Mr F and his estranged partner were being 
determined, in support of which his financial position 
was disclosed to the courts. During this process, it 
was revealed that Mr F had opened a young savers 
account for his child with the FSP and for which his 
former partner was not a signatory. 

Following the maintenance proceedings, the 
estranged partner visited a branch of the FSP and 
requested copies of the bank statements for the 
young savers account. When the FSP staff found 
that she was not a signatory on the account, the 
FSP advised her that Mr F would need to make the 
request.

The estranged partner then lied to the FSP staff 
member saying that Mr F was standing outside the 
branch and she left the building, returning shortly 
thereafter with a male companion. After the male 
companion gave the correct date of birth and post 
code to authenticate himself as Mr F, the statements 
for the young savers account were provided to him. 
It was subsequently discovered that this male 
companion was not Mr F. 

After obtaining these account statements, the 
estranged partner then proceeded with a legal 
action against Mr F in the Petty Debts Court to obtain 
what she believed was her share of the funds in the 
account. This compelled Mr F to respond to the legal 
action to defend himself and the assets in the child’s 
account, causing him to incur significant legal costs. 
After successfully winning the case in court, Mr 
F complained to the FSP regarding their security 
measures and the matter was subsequently referred 
to CIFO for review.

Conclusion

The CIFO case handler concluded that the FSP’s 
internal procedures to authenticate the customer 
were not followed. If they had, the impostor would 
have been exposed and the disclosure avoided. The 
release of the statements to the estranged partner 
through the impostor was both a breach of Mr F’s 
data protection rights and a failure of the FSP’s 
security protocols. These were directly linked to Mr F’s 
subsequent legal costs.

The CIFO case handler upheld the complaint, 
concluding that the FSP should refund Mr F for the 
legal costs to defend the action taken against him, 
and an additional £1,700 in compensation for the 
stress and inconvenience caused. 

Both parties accepted the view and the case was 
closed. The matter was also referred to the data and 
privacy regulator in the jurisdiction.

The case studies presented in this report and 
published on CIFO’s website are intended to 
illustrate the type of complaints handled and 
the approach taken to resolve them. The case 
studies are based on actual CIFO case files. 
Some specific details may be altered to protect 
confidentiality.
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Case Study #2 
DEFAULT RESIDENTIAL 
MORTGAGE TERMS AND 
CONDITIONS APPLY WHEN 
CUSTOMER DELAYS

Themes 
• Banking
• Mortgage terms and conditions
• Effect of customer delay
• Default interest rates

In late 2015, the complainants received a ‘Choice 
Form’ from their FSP asking them to choose a 
replacement product upon the maturity of their 
current mortgage scheduled to occur on 31 December 
2015. On the form it stated clearly that if a different 
product was not chosen, then a standard variable 
rate of 6.8% would be applied to their mortgage, a 
significant increase to the 4.99% rate that was on 
their current mortgage. 

Assuming their loan-to-value (“LTV”) rate was 75%, 
which was in fact incorrect, the complainants 
selected a different mortgage product from the 
available options and sent the form back to their FSP. 
However, there had been a 2-month delay between 
the complainants receiving the form and when they 
sent it back to their FSP. The form was only returned 
to the FSP on 1 December 2015. 

Two weeks later, the FSP informed the complainants 
that their choice of a new mortgage product was not 
valid given their mistaken assumption that their LTV 
was 75%. The FSP attached a new form to be filled 
out by the complainants and warned them about the 
imminent mortgage expiry date of 31 December. 
On 31 December the complainants’ current mortgage 
expired and with a different product not being 
chosen, the rate of 6.8% was activated, leading to an 
incremental interest cost of £615.70.

In February, the FSP received a copy of a 
new valuation of the property, which cost the 
complainants £981.75, followed a week later by a 
letter confirming their choice for a new mortgage. 
After a new ‘Choice Form’ was sent and received by 
the FSP, the new lower interest rate of 4.76% was 
applied. 

The complainants complained to CIFO seeking to 
recover the £615.70 incremental interest cost they 
incurred and the £981.75 they paid for the new 
property valuation. 

Conclusion

When providing his initial view on the complaint, the 
CIFO case handler noted that the incremental interest 
cost could reasonably have been avoided had the 
complainant returned the original choice form within 
a reasonable time. The complainants’ delay of the 
mortgage renewal process led to the expiration of 
the mortgage product despite the FSP’s repeated 
attempts to contact the complainants in December. 
Regarding the cost incurred by the complainants 
for the new valuation to establish their current LTV, 
the CIFO case handler looked to the FSP’s disclosed 
policy regarding automatic property revaluation. 
In the UK it is standard practice for a property’s 
previous value to be automatically carried forward to 
a renewed mortgage, however in the island this is not 
the case. A property valuation to establish the current 
LTV was required by the FSP as a pre-condition for the 
new mortgage and this had been clearly disclosed.
The case handler decided not to uphold the 
complaint.

The complainants and the FSP accepted the CIFO 
case handler’s decision and the case was closed. 
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Case Study #3  
FRAUDULENT ACTIVITY WENT 
UNCHECKED LEADING TO 
REIMBURSEMENT

Themes 
• Banking
• Payment card fraud
• Customer responsibility for care and control 

of card and PIN
• Internal fraud controls
• Failure to mitigate loss

Mr B claimed to be the victim of a fraud in Hong 
Kong when a bank card he used exclusively to make 
payments on a UK mortgage was stolen. Mr B did 
not realise the card had been stolen as it was always 
kept in a safe in his residence along with the PIN 
code provided by the bank. The card, and the safe 
it was stored in, were rarely checked due to their 
limited purpose. The unique circumstances which 
led to the thief gaining access to Mr B’s home safe, 
while very interesting and illustrative of the risks of 
being administered with debilitating drugs in public 
drinking establishments, were determined by the 
CIFO case handler as not relevant to the question 
of responsibility for the losses incurred given the 
specific circumstances of this complaint.

Immediately following the theft of the card and 
PIN, there were a series of unusual transactions, 
including purchases from high-end fashion and 
beauty establishments, and withdrawals of cash over 
the course of a month, however Mr B was only made 
aware of the situation after a total of 73 suspicious 
transactions had already occurred, totalling 
£34,015.60. 

The bank refused to release Mr B of responsibility for 
the losses on the basis that Mr B had breached the 
terms and conditions of his account by storing the PIN 
code with the card and not destroying the record of 
the PIN. Mr B complained to CIFO.

CIFO reviewed the bank’s internal fraud control 
records and discovered that the bank was alerted 
by its own internal fraud control systems to various 
of these fraudulent transactions 22 times during 

the period when the transactions took place. Two of 
those fraud alerts were triggered on the first day the 
transactions commenced after the theft of the card 
and PIN. However, the bank took no action. When the 
bank did finally contact Mr B, it was due to insufficient 
funds in his account to cover the transactions, not the 
fraud alerts that had been raised repeatedly by the 
bank’s own internal fraud control systems due to the 
unusual transaction activity on the account. 

Conclusion

Regarding the breach of the terms and conditions 
of his account, Mr B did clearly breach them through 
having the PIN number written down in the same 
location as the card. This was not in dispute. However, 
Mr B did appear to be the victim of a genuine fraud 
and the bank failed to either block his card or notify 
him of the suspicious transactions, which did not fit 
the normal profile of transactions on his account. The 
CIFO case handler concluded that the lack of action 
in response to the internal fraud alerts on the first 
day the fraudulent transactions started was a serious 
failure by the bank. Had the bank acted on its own 
internal fraud alerts, it could have prevented most of 
the fraud losses. 

CIFO decided to partly uphold the complaint and have 
the bank release Mr B from liability for all amounts lost 
to the fraudulent transactions after the first day when 
the two internal fraud alerts were generated and not 
acted upon.

Both parties accepted this decision and the file was 
closed.



37

37

Case Study #4 
SIMPLE FUNDS CONVERSION 
FROM US DOLLARS (USD) TO 
UK POUNDS (GBP) BECOMES A 
SERVICE FAILURE PROMPTING 
BOTH COMPENSATION AND A 
WRITTEN APOLOGY

Themes 
• Banking
• Foreign exchange loss
• Poor customer service
• Relationship manager inaccessible
• Written apology warranted

Mr and Mrs P reside in the Channel Islands and 
travelled to the UK on holiday. While they were in the 
UK they decided to convert some funds from USD to 
GBP and then move the funds to another account. 

They gathered the relevant documentation needed 
and went into the closest branch of their bank in the 
UK to start the process. They were asked to return the 
following morning as the conversion would have to be 
confirmed by their relationship manager at their home 
branch in Jersey the next working day.

Mr and Mrs P returned to the UK bank branch the 
next day to discover that their relationship manager 
had not been in contact. After the assistant in the 
UK branch had tried unsuccessfully to contact their 
relationship manager by phone, as he was away 
from his desk, an ‘urgent’ email was sent to him to 
contact Mr and Mrs P. As a result, Mr and Mrs P were 
left waiting in the UK bank branch awaiting a call from 
their relationship manager. 

When no return call was received from their 
relationship manager, Mr and Mrs P phoned their 
Channel Islands branch to try and resolve the issue 
themselves and were again informed that their 
relationship manager was not available. They left the 
UK branch with the matter unresolved.

Mr and Mrs P again phoned their Jersey branch 2 days 
later and the assistant they reached spoke to their 
relationship manager. Their relationship manager 
refused to speak to them until he had ‘something in 
writing’. The Channel Islands branch had faxed and 

sent the documents that Mr and Mrs P had originally 
brought into the bank. Mr and Mrs P felt that the letter 
they received from the bank explaining the exchange 
rates offered was overly “computer-generated” and 
they wanted to speak with their relationship manager 
to agree on an exchange rate for the transaction. 
After series of additional telephone calls, they were 
eventually able to convert the USD to GBP and arrange 
the transfer of funds to their other account.
This process had been a wholly unsatisfactory 
experience for Mr and Mrs P who then proceeded 
to complain to the bank about how they had been 
treated. The bank did not satisfy their concerns and 
Mr and Mrs P brought their complaint to CIFO.

Conclusion

The case handler upheld the complaint regarding the 
poor service received and the inconvenience caused 
to Mr and Mrs P. The case handler spoke to both 
parties and a mediated settlement was reached as 
follows:

1. The bank was to pay £250 to Mr and Mrs P for the 
inconvenience caused to them.

2. The bank was to write a personal letter to Mr and 
Mrs P apologising for the inability to contact their 
relationship manager, lack of response during 
the relevant time, and for the poor level of service 
they received.

Once we received confirmation that both had been 
done, the file was closed.



38

38

Case Study #5  
UNCLEAR WORDING OF 
POLICY COVERAGE LIMITS 
INTERPRETED IN FAVOUR OF 
POLICY HOLDER

Themes 
• Health and dental insurance
• Cap on benefit amount payable
• Interpretation of misleading or unclear 

language against insurer

The complainant, Mr Z, held a dental policy with 
his insurance company and had submitted a claim 
for dental work. Mr Z required major restorative 
treatment by a dentist; his treatment was ongoing at 
the time of the complaint.

The treatment cost a total of €20,340, for which the 
insurance company reimbursed Mr Z for €3,155.
This led Mr Z to complain to the insurance company 
that their plan documents were misleading as to the 
amount customers would have covered. 

The insurance company rejected Mr Z’s complaint, 
stating that his claim exceeded the maximum annual 
benefit permitted by the policy. Mr Z complained to 
CIFO.

Conclusion

Upon review of the terms and conditions in the 
insurance policy documentation, it was found that 
the language used by the insurance company was 
potentially misleading and confusing, particularly with 
respect to the interaction between two provisions 
referring to an annual cap on benefit amount and 
a cap of 50% of the insured expense incurred 
by the policyholder. When looking at the email 
correspondence between the two parties, it was also 
evident that the advice given by staff of the insurance 
company was also misleading and further contributed 
to the misunderstanding.

As a result of the lack of explicit clarity in the 
documentation, compounded by the communication 
from the insurance company’s own employees, 
CIFO decided to uphold the complaint and have the 
insurance company set aside the compensation cap 
and pay 50% of the cost of the restorative treatment 
incurred by Mr Z during that policy year, less the 
€3,155 that had already been paid to Mr Z.

Both parties accepted the decision and the file was 
closed.
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Case Study #6  
REJECTION OF INSURANCE 
CLAIM AND COVERAGE 
REVOKED

Themes 
• Home insurance
• Loss adjustment – cause of damage
• Customer obligation to provide accurate and 

complete answers to questions
• Customer obligation to act in good faith

Mrs M contacted her insurance broker to file a claim 
for damage to the roof of her home. The damage was 
believed to be storm-related. This claim required a 
loss adjuster to assess the cause and extent of the 
damage. 

The loss adjuster subsequently visited Mrs M’s 
property to assess it in person, in the presence of her 
contractor, and later revealed than in his opinion, and 
in the opinion of Mrs M’s contractor, the roof damage 
was not caused by a storm and thus the claim could 
not be accepted.

Mrs M then had another contractor conduct an 
inspection of the damage to support her insurance 
claim. This contractor also concluded the damage 
was not storm-related. It had already been reported to 
the insurance company that the previous contractor 
had agreed with the loss adjudicator in concluding the 
roof damage was not caused by a storm. 

The insurance company thus decided to reject the 
insurance claim on the basis that the damage was not 
caused by the storm, consistent with the three expert 
opinions.

Mrs M complained to CIFO regarding the rejection of 
her claim.

A second complaint arose after Mrs M was completing 
an application to insure her grandson to drive her 
vehicle. 

During the compulsory questions to be asked 
regarding criminal matters, Mrs M replied ‘No’ to 
all the questions regarding her grandson and any 

criminal convictions against him, indicating that he 
had no convictions. Then, after a routine background 
check, it was discovered that Mrs M’s grandson had in 
fact been convicted of a drug-related crime.

When the insurance broker inquired about the 
discrepancy, Mrs M claimed that she believed the 
questions were relating only to driving offences. The 
auto insurance application on behalf of her grandson 
was rejected and her home insurance policy was 
revoked. She complained to CIFO. 

Conclusion

Regarding the first complaint about the rejection of 
her insurance claim for the roof damage, CIFO did not 
have any evidence to call into question the opinions 
of the three experts, two of which Mrs M had engaged 
herself, and so decided to not uphold that aspect of 
the complaint.

The second complaint was also not upheld following 
CIFO’s review of the Policy Statement of Facts in the 
application. It asks about ‘any criminal offence other 
than driving offences’, leading CIFO to conclude that 
the insurance company did not act unreasonably 
when they rejected the motor insurance application 
on behalf of the grandson and subsequently 
cancelled the home insurance.
Good faith and the provision of accurate answers 
to clear questions are critical to the relationship 
between a customer and their insurer. This case was 
an example of what happens when both appear to be 
absent.



40

40

Case Study #7 
BANK HANDLING OF 
VULNERABLE CUSTOMER 
COMMENDABLE

Themes 
• Banking
• Vulnerable customer
• Protection against undue influence or 

financial abuse
• Customer capacity to appreciate nature of the 

transaction

In 2015, Mr P and his brother were planning to 
purchase a property with financial assistance from 
their mother. Mr P’s mother signed a letter advising 
the bank that she would be providing a large amount 
of money to enable her two sons to purchase the 
property. Mr P’s mother was elderly and lived in a 
nursing home. At the time the letter was provided, 
there was no indication of any issues with respect 
to her capacity to appreciate the nature of the 
transaction. Lawyers for the mother, who would 
have had professional obligations to determine her 
capacity to instruct them, had indicated they were 
happy for the transaction to proceed.

A few days later, when it came time for the funds to be 
transferred to finalise the house purchase, the bank, 
before executing the transfer of funds referenced in 
the mother’s letter, attempted to contact the mother 
by telephone to verify the transfer in accordance 
with its internal procedures. The bank was unable to 
reach the mother by phone and became concerned 
about her capacity to understand the nature of the 
transaction; a concern reportedly shared by one of 
the sons.

The bank staff member took the extraordinary step of 
visiting the mother at the nursing home to verify the 
transfer instructions and confirm that she was fully 
aware of the implications of what she had previously 
signed. As a result of the visit, the bank was not 
satisfied that Mr P’s mother had the capacity to 
understand the process and the implications of what 
she had instructed the bank to do. The bank therefore 
refused to execute the transfer of funds from the 
mother’s account without a guardianship in place to 
protect her interests.

The commitment to purchase the property was 
imminent and was already agreed to close on a 
certain day or the deposit paid would be lost. Mr 
P paid £5,000 to the vendor in order to extend the 
closing date of the purchase and used that extension 
period to obtain legal guardianship for his mother at a 
further cost of £1,900. Once the bank was presented 
with instructions from the son as the legally-
appointed guardian, the funds transfer was executed 
by the bank to enable the property purchase to close. 
Mr P considered that the bank had not previously 
informed him of any additional requirements in order 
to transfer the funds from his mother and made a 
complaint to the bank asking for reimbursement of 
the incremental costs of £6,900 he had incurred to 
close the property deal (£5,000 for the extension and 
£1,900 for the legal guardianship). When the bank did 
not agree he brought his complaint to CIFO.

Conclusion

After reviewing the case, CIFO did not uphold the 
complaint for the following reasons. 

CIFO concluded that the bank has an obligation 
to ensure that all transactions are authorised, 
meaning to ensure that the account holder or 
their guardian are fully aware of the nature and 
implications of transactions. It is also emerging good 
practice for banks to exercise due care in accepting 
instructions from vulnerable customers, especially 
in circumstances where transactions may be for 
the economic benefit of others, to make sure that 
the customer is able to appreciate the nature and 
implications of the transaction and is protected 
against potential undue influence or financial abuse.
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Case Study #8  
MIS-SOLD INSURANCE POLICY 
PROVIDED NO COVER

Themes 
• Travel health insurance
• Mis-selling
• Terms and conditions
• Interpretation of misleading or unclear 

language against insurer

Mr B was planning a holiday to an African country to 
visit his daughter-in-law for 38 days. He contacted 
the FSP by telephone to obtain health insurance.  The 
FSP recommended he purchase a specific insurance 
plan (the “policy”) they offered. Mr B bought the 
recommended policy. Later he complained the policy 
was automatically renewed without his consent, 
causing him financial loss paying for a renewed policy 
he did not need as his period of travel had concluded. 
His complaint to the FSP was not resolved and he 
brought his complaint to CIFO.

CIFO confirmed that the original insurance policy 
was bought and activated in December 2015 and was 
renewed three months later in March 2016.
Mr B had originally telephoned the FSP and asked for 
a policy to cover him for only 38 days. When informed 
that he was unable to take out a policy for this specific 
length of time, he was told that the minimum period 
that a policy could be taken out for was three months. 
He was told ‘when it comes to the three-month plan, 
we can only offer it on a quarterly basis’. The relevant 
policy documentation reviewed by the CIFO case 
handler indicated that the policy was in fact an annual 
product. The case handler concluded that inaccurate 
information had been provided to Mr B.

The case handler also noted a second telephone 
conversation between Mr B and the same advisor 
from the FSP. In this conversation, Mr B was informed 
that he could view the terms and conditions of his 
new policy online within 24 hours of purchasing it. 
When he tried to do this after paying the premium for 
the policy, he discovered that he could not access 
the online terms and conditions. This was due to the 
FSP suspending his access until a valid address was 
provided. As he had no address in the African country 
other than his daughter-in-law’s, which he did not 
know, he could not meet this requirement and so 
could not view the details of his policy after having 
paid for it. 

The insurance company pointed out that, in the first 
telephone call, Mr B was asked to ‘get in contact when 
your trip is over, and we will cancel your plan’. He did 
not do this.

During the second telephone call, he was told ‘the 
policy will automatically renew next year, and you will 
receive a reminder of this in advance’. Considering 
that the policy was activated in December, the use of 
the expression ‘next year’ was easily misinterpreted. 
In addition, due to Mr B not being able to read the 
terms and conditions of the policy online, the case 
handler concluded it was reasonable to assume that 
Mr B would rely on this reminder prior to renewal. 

However, a reminder was not sent to Mr B by the FSP 
before the renewal date of the policy.

Conclusion

In the end, it was a previously unknown aspect of this 
complaint that determined the outcome. During the 
detailed review of the policy documentation, CIFO’s 
case handler noted that the policy sold to Mr B was 
exclusively intended for expatriates. The case handler 
concluded that this had not been explained to Mr B. 
The case handler also took the view that Mr B was a 
US citizen living in the US and was only going to the 
African country on holiday. Therefore, Mr B was not an 
expatriate living and/or working in an African country 
and thus would not have been covered by the policy 
in any event. CIFO’s case handler concluded that 
this constituted a mis-selling of the policy making 
the previous aspects of the complaint essentially 
irrelevant.
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The case handler also concluded that Mr B was owed 
the full amount of the premium paid for the original 
policy due to it being mis-sold. In essence, CIFO 
concluded that Mr B had been sold an insurance 
policy he was not eligible for. It was noted that it was 
indeed fortunate Mr B’s trip to the African country had 
been without incident, or the nature of the complaint 
could have been far more complex, and the financial 
implications for the insurer much more significant.

The case handler’s decision was accepted by both 
parties and the case was closed.
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When an investor engages with a financial adviser, it 
starts an important process and relationship which 
shares an investor’s most private information and 
deals with their personal assets. When something 
goes wrong with that relationship, and usually in 
conjunction with investment losses on individual 
investments or the portfolio as a whole, complaints 
are sometimes raised that investment losses 
occurred as a result of unsuitable investment advice. 
The following gives an indication of the general 
approach that CIFO is minded to take in reviewing this 
type of complaint.

It bears clarification at the outset that CIFO does 
not exist to insulate investors from market risk they 
knowingly took with their investments. Investment 
losses are a normal part of financial markets and the 
risk-return trade-off. Not surprisingly, complaints 
rarely emerge when investments, suitable or 
otherwise, are generating positive investment returns. 
Investors are not necessarily owed compensation for 
investment losses merely because they complain. 
The review of the complaint starts with the process 
that determined the suitability of the investment 
recommendations.

The financial adviser is the individual in the 
relationship that has the role of identifying the 
relevant information to determine an investor’s 
personal circumstances, investment objectives, 
investment experience, risk tolerance, and time 
horizon. This role is about getting to know your client 
(KYC) and is referred to as the KYC process. The 
financial adviser is also expected to know the product 
being recommended to the investor, so that the 
financial adviser can make a recommendation of an 
investment that matches the personal circumstances 

of the investor as identified in the KYC process. 
Finally, the execution of the investment decision 
needs to proceed as expected to purchase a suitable 
investment.

This can be described as a chain of responsibilities 
held by the investment adviser. The objective reality 
of the investor’s personal circumstances should be 
reflected in the information gathered during the KYC 
process. The process is not a signed KYC form in the 
investor’s file, but rather the information gathered 
from a discussion with the investor that sets out the 
personal characteristics of the investor noted above 
and forms the basis for identifying and recommending 
suitable investment options. The investment adviser 
then recommends an investment that is consistent 
with the KYC information. A low-risk inexperienced 
investor with a short time horizon is not likely to be 
suitably invested in a complex, medium to high risk, 
illiquid, and long-term investment product. Such 
a visible disconnect between the investor and the 
investment recommended would need to have been 
part of the discussion with the investor and would 
need to have been well-documented. These types of 
disconnects between the personal circumstances 
of an investor, the KYC information gathered, and the 
nature of the investment recommended form the 
basis of most complaints about investment suitability.

In order to arrive at a determination of what would 
be fair and resonable in the circumstances, we 
look at the relevant law, any codes of practice 
or other regulatory guidance from the Financial 
Services Commissions, any other relevant regulatory 
instruments, and relevant industry good practice at 
the time. 

INSIGHT INTO OUR APPROACH 
CIFO APPROACH TO 
INVESTMENT SUITABILITY 
COMPLAINTS
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Where we determine that an unsuitable investment 
recommendation has been made, we seek to put 
the investor back in the position they would have 
been in had the unsuitable investment not occurred. 
Depending on the circumstances, this can be a 
simple analysis or a tremendously complicated 
one depending on the nature of the investment or 
investments and the time periods involved. We may 
decide that an investor should be able to return 
the investment or be compensated for the losses 
they suffered due to an unsuitable investment 
recommendation. If on the other hand an investment 
has been found to be suitable, the fact that an 
investor lost money does not make it a valid complaint 
and we would say that to the investor.

In the case of losses due to an unsuitable investment 
recommendation, we would consider what the 
investor lost as well as what would have happened 
had the unsuitable recommendation not been made. 
Sometimes this means putting the investor in the 
position they were in before in a different investment. 
Sometimes, especially in situations involving the 
investment of cash, it involves looking at what would 
have happened if the investment had been made in a 
suitable investment product.
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GOVERNANCE, ACCOUNTABILITY
AND TRANSPARENCY

When combining an important public interest 
mandate with a strict need for independence, it is 
particularly important to demonstrate accountability 
and transparency. CIFO has already taken several 
steps to ensure that we are accountable for our 
performance of this role and to drive our commitment 
to continuous improvement.

CIFO Board Review

As mentioned in the 2016 Annual Report, CIFO’s board 
of directors embarked on a review starting in Q4 of 
2017 on the state of CIFO’s operation at the two-year 
mark from our service’s inception in November of 
2015. At each quarterly CIFO board meeting, part of 
the strategy discussion time is to conduct a review 
of CIFO’s operation against one of the fundamental 
principles for effective financial ombudsman schemes 
set out by the International Network of Financial 
Services Ombudsman Schemes (INFO Network).  
These fundamental principles can be seen here

Making such ongoing reviews a part of CIFO’s 
governance culture ensures that we stay focused not 
only on the high-level purpose of CIFO’s mandate, but 
also on the various operational aspects which are 
critical to ensuring our service is effective, responsive, 
and continuously improving.

Adoption of, and Assessment Against, OA Service 
Standards Framework

The Board also considered the Service Standards 
Framework adopted by the Ombudsman Association 
(OA, formerly the British and Irish Ombudsman 
Association) in Q2 of 2017. CIFO, as an OA member 

and supporter of standards of professional 
conduct, assessed our operation against the new 
OA framework. While very pleased with the degree 
to which our young office already embraces the 
new framework’s requirements, we identified three 
opportunities to improve our alignment to the OA 
framework.  These areas included:

• Clarifying CIFO’s commitment to providing 
reasonable accommodation to those 
complainants requiring special assistance in 
making use of our free service and provide 
guidance on how to indicate the need for such 
accommodation;

• Informing complainants of the opportunity to 
challenge our decisions; and,

• Keeping users of our service updated on the 
status of the complaint and how long it is likely to 
take to reach resolution.

The first two items have been addressed with 
additional guidance to complainants provided 
through CIFO’s website. The third has proven more 
challenging given the volume of complaints under 
review and limitations on CIFO’s capacity but efforts 
are underway to improve our capacity, drive down 
the waiting times for reviews, and ensure that 
complainants are kept better informed of the status 
of, and likely time to resolution for, their complaints.

Listening to Stakeholders

A survey of CIFO stakeholders was conducted in 
late 2016 to ensure that the issues encountered by 
both parties to complaints reviewed by CIFO and 
their views on opportunities for potential operational 
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improvement were heard. The identified issues were 
analysed in early 2017 and formed the basis for the 
Board’s conclusion that CIFO was working broadly 
as intended, although not resolving complaints as 
quickly, or in as personally accessible a manner, as 
could be reasonably expected. This conclusion was 
translated into action by CIFO staff. It provided the 
direction needed to prioritise numerous staff training 
and development activities as well as numerous 
operational initiatives, including the addition of more 
capacity, throughout 2017 that have already made a 
visible difference. The board intends to be vigilant to 
ensure that continuous improvement remains part of 
CIFO’s operational culture.

Responding to Our Customer Satisfaction Survey

The expressed desire of complainants for more 
verbal contact with case handlers was noted and we 
conducted staff training throughout 2017 with outside 
ombudsman experts and mediation specialists to 
continually enhance the skills and confidence of our 
staff to meet the needs of complainants seeking an 
empathetic response to the sometimes complex and 
emotionally charged issues they bring to our office.
On the other hand, financial services providers sought 
faster resolutions of complaints, an objective we 
constantly strive for without compromising the quality 
of our investigations and the settlements we mediate 
or, if required, ultimately determine. The training 
staff undertook as an entire team helps the office 
deal more quickly with the high volume of complex 
complaints that are referred to CIFO and we have 
already seen an increase in productivity as a result.
While we are focused on our role in improving 
complaint handling, we will continue to be highly 
dependent upon financial services providers to 
assist with enabling faster resolutions by responding 
promptly to CIFO’s requests for complaint files and 
our follow-up enquiries. The quality of FSP’s own 
internal complaint handling, documentation of client 
interactions, and early engagement with CIFO during 
complaint reviews, all have a significant impact on the 
efficiency of the overall complaint handling process 
that includes both FSPs and CIFO. We will continue 
to work with stakeholders to ensure that both CIFO 
and industry engage in a constructive process of 
continuous improvement in this regard.

Informal External Review

In late 2016 and early 2017, management 
commissioned an informal external review of 

CIFO’s operation, including assessment of actual 
case files, by two experienced financial ombudsman 
practitioners. This review, similar to the findings 
from the customer survey, also highlighted similar 
opportunities for continuous improvement by our team. 
A masterclass was held in early 2017 to focus on some 
of the key opportunities identified during the external 
review including tone of communication, early verbal 
engagement with complainants, and frequent updating 
of complainants on the status of their complaint in 
CIFO’s process. The observed need to identify and 
develop effective means to deal with vulnerable 
complainants led CIFO to develop relationships with 
Mind Jersey and Samaritans, both are organisations with 
significant expertise in meeting the needs of vulnerable 
members of the local communities we serve. We 
continue to expand our networks in Jersey and Guernsey 
to be able to source needed expertise and to enable 
referrals to support agencies as may be appropriate in 
certain circumstances.

Transparency of Governance

CIFO remains committed to the continued transparency 
of our operation. The expenses of the chairman and 
directors as well as those of the principal ombudsman 
are posted to CIFO’s website here. Chairman and 
director remuneration and attendance record at board 
of director meetings is provided in this annual report. 
Minutes of board of directors meetings are posted on 
CIFO’s website here.

We were pleased that the governments of both Jersey 
and Guernsey renewed their support for CIFO and their 
faith in its current governance by reappointing the chair 
and directors in January of 2018 for various staggered 
terms that will enable an orderly rotation to new 
directors in future thereby refreshing the governance 
of CIFO with new perspectives on both our public 
interest mandate and on excellence in transparency and 
governance. 

Transparency of Operations

In addition to the provision of annual audited financial 
statements, CIFO now publish final ombudsman 
determinations on its website here. We are currently 
focused on the timely resolution of the complaint files 
currently in our office, but the publication of more 
ombudsman determinations on CIFO’s website will be 
a priority project for the summer interns we plan to 
engage for the summer of 2018. We also plan to publish 
more case studies. We have included eight case studies 
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DIRECTORS' ATTENDANCE AT 2017 BOARD MEETINGS

David Thomas (Chair)
Deborah Guillou
John Mills
John Curran

4
4
4
4

4
4
4
4

0
0
0
0

100%
100%
100%
100%

No. of meetings
held

No. of meetings
attended

No. of meetings
absent

Attendance
rate

Attendance at Board Meetings

Regular in-person meetings of the board of directors were scheduled throughout 2017. Additional meetings 
by conference call were required during the year. All directors were in attendance for every one of the 4 
meetings of the board of directors held in 2017.

DIRECTOR REMUNERATION 2017

David Thomas (Chair)
Deborah  Guillou
John Mills
John Curran

£24,000
£6,000
£6,000
£6,000

in this annual report that illustrate well the range 
of banking and insurance complaints we deal with 
and the approach CIFO takes to achieving fair and 
reasonable outcomes in each unique circumstance.

CIFO is continuing its practice of publishing quarterly 
complaint statistics and, starting in Q1 of 2018, will 
show separate complaint statistics for each of Jersey 
and Guernsey as done for the first time in this Annual 
Report. Also new starting this quarter, CIFO will 
commence publishing ombudsman determinations 
on a FSP-named basis. Complainants’ names are not 
published. A recent legislative change in Jersey will 
enable CIFO to publish summary complaint statistics 
on a FSP-named basis going forward. Once a similar 
legislative change is made in Guernsey, CIFO will 
add this new level of reporting to our demonstrated 
commitment to full transparency in CIFO’s operations.
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THE FOUR MEMBERS OF THE CIFO BOARD OF DIRECTORS ARE:

David Thomas (chairman) is also a 
member of the Regulatory Board 
of the worldwide Association of 
Chartered Certified Accountants. 
He was formerly: a lawyer in private 
practice and a member of the 
Council of the Law Society (England 
and Wales); Banking Ombudsman 
(UK); principal ombudsman with the 
Financial Ombudsman Service (UK); 
and a director of the Legal Ombudsman 
(England and Wales). He has advised on 
financial consumer protection in more 
than 30 countries.

Deborah Guillou is a qualified 
accountant and chief executive of the 
Medical Specialist Group in Guernsey. 
She was formerly: head of Generali 
International; chief financial officer 
of Generali Worldwide Insurance; a 
senior finance manager at Investec 
Asset Management; finance 
director at Guernsey Electricity; 
and an accountant with Fairbairn 
International.

John Curran is chairman of Guernsey 
Mind (the mental health charity) and 
non-voting member of the States 
of Guernsey Transport Licensing 
Authority. He was formerly: the chief 
executive of the Channel Islands 
Competition & Regulatory Authorities; 
director general of the Office of Utility 
Regulation (Guernsey); and manager 
of the Operations Division of the 
Commission for Communications 
Regulation (Ireland).

John Mills CBE was formerly a senior 
civil servant in the UK and in Jersey. 
He was lately a board member of the 
Jersey Financial Services Commission 
and vice chairman of the Port of London 
Authority. He is currently deputy 
chairman of Ports of Jersey Ltd. In 2017 
he was appointed as Jersey’s first 
Charity Commissioner. In an honorary 
capacity he is a member of the boards 
of both public sector pension funds in 
Jersey, the Public Employees Pension 
Fund and the Teachers Superannuation 
Fund. He chairs the former’s 
investment committee, which oversees 
the management of the fund’s assets of 
some £2.4 billion.

Left to right: John Mills, Deborah Guillou, David Thomas & John Curran.
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INTERNATIONAL ENGAGEMENT

Given the international nature of the financial services 
sector in the Channel Islands, it is both appropriate and 
helpful that CIFO has formed relationships with various 
international bodies active in the area of financial 
Ombudsman practice, dispute resolution, and financial 
services in general.

The International Network of Financial Services 
Ombudsman Schemes (INFO Network)

CIFO is an active member of the INFO Network whose 
membership includes about 60 financial sector bodies 
around the world engaged in dispute resolution for 
financial services consumers. The INFO Network 
focuses on professional development and mutual 
support amongst member schemes. Details on the 
network can be seen here. CIFO’s Principal Ombudsman 
was involved in the elected Committee providing 
governance for this international professional body, 
serving on the Committee since 2010 and, since 2013 
as elected chairman. In September 2017 at the Annual 
General Meeting of the INFO Network, CIFO’s Principal 
Ombudsman concluded his term of service, both on the 
Committee and as Chairman.

During Q1 of 2018, the INFO Network published a start-up 
guide for financial Ombudsman schemes co-written by 
CIFO’s Chairman, David Thomas, and the former French 
Insurance Mediator, Francis Frizon.

The guide includes some material drawn from the initial 
creation and subsequent evolution of CIFO.  It represents 
a significant contribution to the global practice of 
financial Ombudsmanry and has been very well-received 
by international players involved in the creation of new 
schemes in emerging markets.  A copy of this substantial 
document can be viewed here.

EU Financial Dispute Resolution Network (FIN-NET)

FIN-NET is the European Union’s network of financial 
dispute resolution schemes and helps consumers 
resolve cross-border complaints involving financial 
services. Details on the network can be viewed here.
While the Channel Islands are not members of the 
European Union (EU), the importance of the European 
market for the Channel Islands’ financial sector, the 
extensive regulatory framework being established for 
the provision of financial services into the EU, and the 
proportion of complainants referred to CIFO who are 

resident outside the Channel Islands, make this EU body 
highly relevant for CIFO. As one of two Official Observers 
and Affiliate Members of the EU’s FIN-NET network 
(the other being the Swiss Banking Ombudsman). CIFO 
attends the semi-annual meetings of FIN-NET. CIFO is 
also in touch with individual FIN-NET member schemes 
periodically to refer complaints better resolved by those 
schemes and to facilitate referrals of complaints from 
FIN -NET member schemes that appropriately fall within 
CIFO’s remit to resolve.

Ombudsman Association (OA)

In 2016, CIFO became a member of the Ombudsman 
Association (formerly the British and Irish Ombudsman 
Association or BIOA) which represents both public and 
private sector ombudsman schemes in the UK, Ireland 
and British Territories. Details on this association can 
be seen here. This professional body of ombudsman 
practitioners seeks to promote and support the 
development of ombudsman schemes and provides 
opportunities to engage in professional development 
and policy advocacy in the area of dispute resolution. 
Through this body, financial sector ombudsman schemes 
interact with other ombudsman practitioners involved in 
dispute resolution across a broad range of sectors where 
alternative dispute resolution offers a compelling value 
proposition to society.

UK Financial Ombudsman Service (UK FOS)

Given the deep connections of the Channel Islands 
with the UK and the number of UK-based financial 
service providers offering services in or from the 
Channel Islands, it is not surprising that CIFO receives a 
significant number of complaints involving UK residents 
or UK-based financial service providers. It has proven 
very helpful to have a close and collegial working 
relationship with our counterpart scheme in the UK, the 
Financial Ombudsman Service (UK FOS). CIFO regularly 
refers complainants to UK FOS when the subject matter 
of a complaint falls within their remit and CIFO accepts 
referrals from UK FOS of complaints which fall within 
CIFO’s remit. CIFO has also benefitted in the past from 
training opportunities for our staff and visits by UK 
FOS experts, both kindly offered by our UK colleagues 
to support the successful establishment of our new 
mandate in the Channel Islands.
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A P P E N D I C E S

Office of the Financial Services Ombudsman (Jersey)

APPENDIX 1
2017 AUDITED 

FINANCIAL 
STATEMENTS
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A P P E N D I C E S

Office of the Financial Services Ombudsman (Guernsey)

APPENDIX 2
2017 AUDITED 

FINANCIAL 
STATEMENTS
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Channel Islands Financial 
Ombudsman (CIFO)
PO Box 114
Jersey
Channel Islands
JE4 9QG

Jersey: 01534 748610
Guernsey: 01481 722218
International: +44 1534 748610
Facsimile: +44 1534 747629
www.ci-fo.org
enquiries@ci-fo.org

KPMG Channel Islands
Jersey Office 
37 Esplanade
St Helier
Jersey
Channel Islands
JE4 8WQ
 
Jersey: 01534 888891
www.kpmg.com/channelislands

CONTACT AUDITORS

Credits for production and layout: The Refinery, Jersey, Channel Islands

Fairness of outcome...
Fairness of process…
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